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or information statements incorporated by referandeart 111 of this Form 10-K or any amendmenths Form 10-K. [X]

State the aggregate market value of the voting comstock held by nonaffiliates of the Corporati$880,673,431 (based on the closing ¢
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Documents Incorporated by Reference
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PART I
Iltem 1. Business
GENERAL

First BanCorp. (the Corporation) is a publicly owr®ank holding company, registered under the Baplklidig Company Act of 1956, as
amended and, accordingly, subject to the supervsim regulation by the Federal Reserve Board.Cdrporation was incorporated on
March 17, 1998 under the laws of the CommonwedltPuzrto Rico to serve as the bank holding comganiirstBank Puerto Rico
(FirstBank or the Bank). As a result of this rearigation consummated on October 1, 1998, eacheoBHnk's outstanding shares of common
stock was converted into one share of common sibtthe new bank holding company.

Based on total assets, the Corporation is the selengest locally owned bank holding company headgued in the Commonwealth of
Puerto Rico and the third largest depository in8tin in Puerto Rico. The Corporation had totabtssf $4.722 billion, total deposits of
$2.565 hillion and total stockholders' equity 0P42 million at December 31, 1999.

The Corporation's only subsidiary, FirstBank, castdiits business through its main office locate@am Juan, Puerto Rico, 45 full-service
branches in Puerto Rico and three branches in t8e\Wirgin Islands of St. Thomas and St. Croix. Bawk also has four loan origination
offices focusing on mortgage loans, two loan o@gjon offices focusing on personal loans and crealitls, and two loan origination offices
focusing on auto loans. First chartered in 1946tBank was the first savings and loan associastablished in Puerto Rico. It has been a
stockholder-owned institution since January 198iedfive at the close of business on October 32418irstBank converted to a Puerto Rico
chartered commercial bank. The Bank is subjectpesrision, examination and regulation by the @ffaé the Commissioner of Financial
Institutions of Puerto Rico (the Commissioner) #mgl Federal Deposit Insurance Corporation (FDIQ)ictvinsures its deposits through the
Savings Association Insurance Fund (SAIF). FirstBlaas two subsidiaries, First Leasing and Rentap@ation, a vehicle leasing and daily
rental company with six offices, and First Fedé&iialance Corp. D/B/A Money Express "La Financiemsmall loan company with 27 offic

The Corporation has distinguished itself by praviginnovative marketing strategies and novel priglteattract clients. Besides the
branches and lending offices described above, tipdZation has offered a telephone informationisergalled "Telebanco" since 1983. This
was the first telebanking service offered in Pu®imo. The Corporation's clients have access texéensive ATM network all over the worl
The Corporation was the first in Puerto Rico toropa weekends and the first to offer in-store bnasdo its clients. The Corporation was
also the first banking institution in Puerto Ricd@hwa presence on the Internet. During 2000, BestCorp. will launch a new, interactive web
site where clients will be able to perform all tgp#f banking transactions. The Corporation is cotteaito continue providing the most
efficient and cost effective banking services palgsin selected products niches.

The information under the caption "Achievementd®99" on pages 10 to 12 and the information und#el83 - Segment Information on
pages 71 to 72 of the Corporation's annual repastturity holders for the year ended Decembel 349 is incorporated herein by reference.
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SUPERVISION AND REGULATION

Bank Holding Company Activities and Other Limitat® The Corporation is subject to ongoing regutgtsupervision, and examination by
the Federal Reserve Board, and is required tavitle the Federal Reserve Board periodic and anrapadrts and other information concern

its own business operations and those of its siavid. In addition, under the provisions of thenB&lolding CompanyAct, a bank holding
company must obtain Federal Reserve Board appb@fafe it acquires directly or indirectly ownerslipcontrol of more than 5% of the
voting shares of a second bank. Furthermore, FeReserve Board approval must also be obtained®efach a company acquires all or
substantially all of the assets of a second bamkernges or consolidates with another bank holdormggany. The Federal Reserve Board also
has authority to issue cease and desist orderssadilding companies and their non-bank subsehari

A bank holding company is prohibited under the Baiokding Company Act, with limited exceptions, fr@ngaging, directly or indirectly,
any business unrelated to the business of bankingaging or controlling corporations. One of thegptions to these prohibitions permits
ownership by a bank holding company of the shaf@®y company if the Federal Reserve Board, aftermbtice and opportunity for heari
by regulation or order has determined that theviiets of the company in question are so closelgteel to the business of banking or of
managing or controlling banks as to be a propedént thereto.

Under the Federal Reserve Board policy, a bankilgldompany such as the Corporation is expectedttas a source of financial strength to
its main banking subsidiaries and to also comnppsut to them. This support may be required atgimben, absent such policy, the bank
holding company might not otherwise provide sughpsut. In the event of a bank holding company'skbastcy, any commitment by the
bank holding company to the federal bank regulatgncy to maintain capital of a subsidiary banklvé assumed by the bankruptcy trus
and be entitled to a priority of payment. In adiitiany capital loans by a bank holding compargniy of its subsidiary banks must be
subordinated in right of payment to deposits anckttain other indebtedness of such subsidiary HdainktBank is currently the only
depository institution subsidiary of the Corporatio

The Gramm-Leach-Bliley Act, signed into law on Nower 12, 1999, revises and expands the existinggions of the Bank Holding
Company Act by including a new section that perritsank holding company to elect to become a filghholding company to engage in a
full range of financial activities. The qualificati requirements and the process for a bank holtbngpany that elects to be treated as a
financial holding company requires that all thesidiary banks controlled by the bank holding conypanthe time of election to become a
financial holding company must be and remain atimlés well capitalized and well managed.

The Gramm-Leach-Bliley Act further requires thatlie event that the bank holding company elecketimme a financial holding company,
the election must be made by filing a written deatian with the appropriate Federal Reserve Bamkcamply with the following: (i) state
that the bank holding company elects to becomeaméial holding company; (ii) provide the name aedd office address of bank holding
company and each depository institution controligdhe bank holding company; (iii) certify that d&pository institutions controlled by the
bank holding company are well capitalized as ofdat the bank holding company files for the etatt{iv) provide the capital ratios for all
relevant capital measures as of the close of theiquis quarter for each depository institution colted by the bank holding company; and
certify that all depository institutions controlleg the bank holding company are well managed dlseoflate the bank holding company files
the



election. The bank holding company must have atbiezed at least a rating of satisfactory recortheéting community credit needs under
the Community Reinvestment Act during the instdnts most recent examination.

The financial holding companies may engage, diyemtlindirectly, in any activity that is determinealbe (i) financial in nature, (ii) incident
to such financial activity, or (iii) complementaiy a financial activity and does not pose a sultistiansk to the safety and soundness of
depository institutions or the financial system grafly. The Gramm-Leach-Bliley Act, specificallygwides that the following activities have
been determined to be "financial in nature": (ajdiag, trust and other banking activities; (b) lr@ce activities; (c) Financial or economic
advice or services; (d) Pooled investments; (eufes underwriting and dealing; (f) Existing bamélding company domestic activities; (g)
Existing bank holding company foreign activitieeadgh) Merchant banking activities.

In addition, the Gramm-Leach-Bliley Act specifigalives the Federal Reserve Board the authorityehulation or order, to expand the list
of "financial” or "incidental" activities, but regres consultation with the U.S. Treasury, and gitesFederal Reserve Board authority to
allow a financial holding company to engage in aniivity that is "complementary” to a financial i@ty and does not "pose a substantial
to the safety and soundness of depository ingiitstor the financial system generally."

State Chartered Non-Member Bank. FirstBank is silieextensive regulation and examination by tben@issioner and the FDIC, and
subject to certain requirements established by#ueral Reserve Board. The federal and state Iadsegulations which are applicable to
banks regulate, among other things, the scopeeaflusiness, their investments, their reservemagdeposits, the timing and availability of
deposited funds and the nature and amount of diataral for certain loans. In addition to the inapaf regulations, commercial banks are
affected significantly by the actions of the Fetl®&aserve Board as it attempts to control the maupply and credit availability in order to
influence the economy.

Dividend Restrictions. The Corporation is subjecteértain restrictions generally imposed on PuRitm corporations (i.e., that dividends
may be paid out only from the Corporation's neetssi excess of capital or in the absence of sMchss, from the Corporation's net earn
for such fiscal year and/or the preceding fiscaryerThe Federal Reserve Board has also issuelicg ptatement that provides that bank
holding companies should generally pay dividendg ont of current operating earnings.

At present, the principal source of funds for tr@oration is earnings from FirstBank. The abibifyFirsBank to pay dividends on its
common stock is restricted by the Banking Law (@fine@d herein), the Federal Deposit Insurance AdtlDIC regulations. In general terms,
the Puerto Rico Banking Law provides that whenetkgenditures of a bank are greater than recelpstcess of expenditures over receipts
shall be charged against undistributed profitdeftiank and the balance, if any, shall be chargathst the required reserve fund of the bank.
If there is no sufficient reserve fund to coverlsbalance in whole or in part, the outstanding amestall be charged against the bank's
capital account. The Puerto Rico Banking Law presithat until said capital has been restored toriggnal amount and the reserve fund to
20% of the original capital, the bank may not dexkny dividends.

In general terms, the Federal Deposit InsuranceaAdtthe FDIC regulations restrict the paymentiatidnd when a bank is undercapitaliz
when a bank has failed to pay insurance assessnoemtten there are safety and soundness conasgasding such bank.
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Limitations on Transactions with Affiliates. Tramsi@ns between financial institutions such as thalBand any affiliate are governed by
Sections 23A and 23B of the Federal Reserve Actaffihate of a financial institution is any compaar entity, which controls, is controlled
by or is under common control with the financiadtitution. In a holding company context, the paigartk holding company and any
companies which are controlled by such parent hgldompany are affiliates of the financial insiitat Generally, Sections 23A and 23B of
the Federal Reserve Act (i) limit the extent to ethihe financial institution or its subsidiariesyrengage in "covered transactions" with any
one affiliate to an amount equal to 10% of suchitunson's capital stock and surplus, and contairaggregate limit on all such transactions
with all affiliates to an amount equal to 20% o€lsicapital stock and surplus and (ii) require #ibsuch transactions be on terms
substantially the same, or at least as favorablihe institution or subsidiary as those provided nhon-affiliate. The term "covered
transaction" includes the making of loans, purclHdsessets, issuance of a guarantee and othemsitrihsactions.

The Gramm-Leach-Bliley Act amended several provisiof section 23A and 23B of the Federal Reserte Be amendments provide that
financial subsidiaries of banks are treated a$iatffs for purposes of sections 23A and 23B offederal Reserve Act, but the amendment
provides that (i) the 10% capital limit on transacs between the bank and such financial subsidiargn affiliate is not applicable, and (ii)
the investment by the bank in the financial sulasiddoes not include retained earnings in the firrsubsidiary. Certain anti-evasion
provisions have been included that relate to theiomship between any financial subsidiary of akband sister companies of the bank: (1)
any purchase of, or investment in, the securitfesfmancial subsidiary by any affiliate of therpat bank is considered a purchase or
investment by the bank; or (2) if the Federal Res&oard determines that such treatment is negessay loan made by an affiliate of the
parent bank to the financial subsidiary is to besitered a loan made by the parent bank.

In addition, Sections 22(h) and (g) of the FedBmderve Act place restrictions on loans to exeeutiticers, directors and principal
stockholders. Under Section 22(h) of the FederaeRa Act loans to a director, an executive offened to a greater than 10% stockholder of
a financial institution, and certain affiliated énésts of these, may not exceed, together withtladéir outstanding loans to such person and
affiliated interests, the financial institutionshs to one borrower limit, generally equal to 1&Rthe institution's unimpaired capital and
surplus. Section 22(h) of the Federal Reserve K&ctequires that loans to directors, executiveeef§ and principal stockholders be made on
terms substantially the same as offered in compatednsactions to other persons and also regpiiesboard approval for certain loans. In
addition, the aggregate amount of extensions dafitby a financial institution to insiders cannateed the institution's unimpaired capital
and surplus. Furthermore, Section 22(g) of the FddReserve Act places additional restrictionsaank to executive officers.

Capital Requirements. The Federal Reserve Boardd@sted capital adequacy guidelines pursuant tohwhassesses the adequacy of
capital in examining and supervising a bank holdiogmpany and in analyzing applications to it urtierBank Holding Company Act. The
Federal Reserve Board capital adequacy guideliarsrglly require bank holding companies to maintaial capital equal to 8% of total risk-
adjusted assets, with at least one-half of thatemhoonsisting of Tier | or core capital and uptee-half of that amount consisting of Tier Il

or supplementary capital. Tier | capital for barkding companies generally consists of the sunbaimon stockholders' equity and perpe
preferred stock, subject in the case of the lattéimitations on the kind and amount of such stoakich may be included as Tier | capital,
less goodwill and, with certain exceptions, intduhgs. Tier |l capital generally consists of hybeabital instruments, perpetual preferred stock
which is not



eligible to be included as Tier | capital; term sudinated debt and intermediate-term preferreckstaed, subject to limitations, generally
allowances for loan losses. Assets are adjustedruhd risk-based guidelines to take into accoifferdnt risk characteristics, with the
categories ranging from 0% (requiring no additiacegbital) for assets such as cash to 100% foruheds assets which are typically held by a
bank holding company, including multi-family residial and commercial real estate loans, commehbeiainess loans and commercial loans.
Off-balance sheet items also are adjusted to tatkeaiccount certain risk characteristics.

In addition to the rislbased capital requirements, the Federal ReservelBequires bank holding companies to maintain @irmim leverag
capital ratio of Tier | capital to total assets308%. Total assets for this purpose does not ircgabdwill and any other intangible assets and
investments that the Federal Reserve Board detesnsimould be deducted from Tier | capital. The FddReserve Board has announced that
the 3.0% Tier | leverage capital ratio requiremesrihe minimum for the top-rated bank holding compa without a supervisory, financial or
operational weaknesses or deficiencies or thosehndrie not experiencing or anticipating significgrawth. Other bank holding companies
will be expected to maintain Tier | leverage cdpiios of at least 4.0% or more, depending oir theerall condition. At December 31,

1999, the Corporation exceeded each of its camtplirements and was a well-capitalized instituisrdefined in the Federal Reserve Board
regulations.

FDIC Capital Requirements. The FDIC has promulga¢gdilations and adopted a statement of policyrdiga the capital adequacy of state-
chartered non-member banks like the Bank. Thea@resgents are substantially similar to those adbpiethe Federal Reserve Board
regarding bank holding companies, as describedeabov

The FDIC also requires that banks meet a risk-baapial standard. The risk-based capital stanftardanks requires the maintenance of
total capital (which is defined as Tier | capitablasupplementary (Tier 2) capital) to risk weightesdets of 8%. In determining the amount of
risk-weighted of 0% to 100%, based on the risksRB&C believes are inherent in the type of asséeon. The components of Tier | capital
are equivalent to those discussed above undefthie\Brage capital standard. The components oflsogmtary capital include certain
perpetual preferred stock, certain mandatory cdiblersecurities, certain subordinated debt anermediate preferred stock and generally
allowances for loan and lease losses. Allowancéofor and lease losses includable in supplementgpial is limited to a maximum of
1.25% of risk-weighted assets. Overall, the amaofictpital counted toward supplementary capitahoaexceed 100% of core capital.

The FDIC's capital regulations establish a mininRi6%6 Tier | capital to total assets requirementliermost highly-rated state-chartered,
non-member banks, with an additional cushion déast 100 to 200 basis points for all other stéi@ered, non-member banks, which
effectively will increase the minimum Tier | levgratio for such other banks to 4.0% to 5.0% oremdnder the FDIC's regulation, the
highest-rated banks are those that the FDIC detesrare not anticipating or experiencing signifignowth and have well diversified risk,
including no undue interest rate risk exposureghent asset quality, high liquidity, good earniragsl, in general, which are considered a
strong banking organization and are rated compéositeler the Uniform Financial Institutions RatiSgstem. Leverage or core capital is
defined as the sum of common stockholders' eqadiuding retained earnings, noncumulative perpgiteferred stock and related surplus,
and minority interests in consolidated subsidianeius all intangible assets other than certaalifying supervisory goodwill and certain
purchased mortgage servicing rights. At Decembed 929, the Bank exceeded each of its capital rements and was a well-capitalized
institution as defined in the FDIC regulations.



Activities and Investments. The activities and ggirivestments of FDIC-insured, statkartered banks such as the Bank are generallteti
to those that are permissible for national banksled regulations dealing with equity investmentsirsured state bank generally may not
directly or indirectly acquire or retain any equitlyestments of a type, or in an amount, that tspeomissible for a national bank. An insured
state bank is not prohibited from, among otherghijr{i) acquiring or retaining a majority inter@sta subsidiary, (ii) investing as a limited
partner in a partnership the sole purpose of wisictirect or indirect investment in the acquisitioehabilitation or new construction of a
qualified housing project, provided that such leditpartnership investments may not exceed 2% dfdh&'s total assets, (iii) acquiring up to
10% of the voting stock of a company that solelyvites or reinsures directors', trustees' andefidiability insurance coverage or bankers'
blanket bond group insurance coverage for insuegsitory institutions, and (iv) acquiring or retiaig the voting shares of a depository
institution if certain requirements are met. Iniédd, an insured state-chartered bank may nogctli, or indirectly through a subsidiary,
engage as "principal” in any activity that is netmpissible for a national bank unless the FDICdwtermined that such activity would pose
risk to the insurance fund of which it is a meméaed the bank is in compliance with applicable ratprly capital requirements. Any insured
state-chartered bank directly or indirectly engaigeahy activity that is not permitted for a natibbank must cease the impermissible
activity.

Puerto Rico Banking Law. As a commercial bank oimeshunder the laws of Commonwealth, FirstBankulgect to supervision,

examination and regulation by the Commissionerymmsto the Puerto Rico Banking Law of 1933, asraided (the Banking Law). The
Banking Law contains provisions governing the ipawation and organization, rights and responsigdiof directors, officers and
stockholders as well as the corporate powers, tgnignitations, capital requirements, investmemfuieements and other aspects of the Bank
and its affairs. In addition, the Commissioneriigeg extensive rule making power and administratiigeretion under the Banking Law.

The Banking Law authorizes Puerto Rico commerdialds to conduct certain financial and related &/ directly or through subsidiaries,
including finance leasing of personal property apdrating a small loan company.

The Banking Law requires every bank to maintaiagal reserve which shall not be less than twentgepe (20%) of its demand liabilities,
except government deposits (federal, state andeipat which are secured by actual collateral. féserve is required to be composed of
of the following securities or combination there() legal tender of the United States; (2) chamk®anks or trust companies located in any
part of Puerto Rico, to be presented for collectlaring the day following that on which they areewed, and (3) money deposited in other
banks provided said deposits are authorized b thhamissioner, subject to immediate collection.

The Banking Law permits Puerto Rico commercial Isatokmake loans to any one person, firm, partngrshcorporation, up to an aggregate
amount of fifteen percent (15%) of paid-in capéatl reserve fund of the commercial bank. If sueim$oare secured by collateral worth at
least twenty-five percent (25%) more than the amotithe loan, the aggregate maximum amount mashreae third of the paidt capital ol
the commercial bank, plus its reserve fund. Thezena restrictions under the Banking Law on the @amaf loans which are wholly secured
by bonds, securities and other evidences of indeletss of the Government of the United States,efCtbmmonwealth of Puerto Rico, or by
bonds, not in default, of municipalities or instreamalities of the Commonwealth of Puerto Rico.
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The Banking Law also prohibits Puerto Rico comnarsanks from making loans secured by their ownkstand from purchasing their own
stock, unless such purchase is made pursuantéclarepurchase program approved by the Commissmris necessary to prevent losses
because of a debt previously contracted in godt.fathe stock so purchased by the Puerto Rico camatédank must be sold by the bank in
a public or private sale within one year from tlaedof purchase.

The Banking Law provides that no officers, direst@gents or employees of a Puerto Rico commeraigt may serve or discharge a posi
of officer, director, agent or employee of anotReerto Rico commercial bank, financial companyjregszand loan association, trust
company, company engaged in granting mortgage loaasy other institution engaged in the money ilegdusiness in Puerto Rico. This
prohibition is not applicable to the subsidiariéaduerto Rico commercial bank.

The Banking Law requires that Puerto Rico commeélmaaks strike each year a general balance of tparations, and to submit such
balance for approval to a regular general meetfrgjazkholders, together with an explanatory regioeteon. The Banking Law also requires
that at least ten percent (10%) of the yearly metine of a Puerto Rico commercial bank be creditedially, to a reserve fund. This
apportionment is required to be done every yedl sunth reserve fund shall be equal to the tota pacapital of the bank.

The Banking Law also provides that when the expgenel of a Puerto Rico commercial bank are grehgar receipts, the excess of the
expenditures over receipts shall be charged agiesindistributed profits of the bank, and thebeg, if any, shall be charged against the
reserve fund, as a reduction thereof. If thereisaserve fund sufficient to cover such balancghiole or in part, the outstanding amount s
be charged against the capital account and noatidighall be declared until said capital has bestored to its original amount and the
reserve fund to twenty percent (20%) of the oribazgoital.

The Finance Board, which is composed of the Coniamiss, the Secretary of the Treasury, the Secret@ommerce, the Secretary of
Consumer Affairs, the President of the Housing Bk President of the Government Development Bdifkuerto Rico, and three public
interest representatives, has the authority tolaggthe maximum interest rates and finance chatggsnay be charged on loans to
individuals and unincorporated businesses in PURido. The current regulations of the Finance BganVide that the applicable interest rate
on loans to individuals and unincorporated busiegsisicluding real estate development loans butidiay certain other personal and
commercial loans secured by mortgages on reakgstaperties, is to be determined by free competitRecent Regulations adopted by the
Finance Board deregulated the maximum finance elsang retail installment sales contracts, andrfeditcard purchases. These regulations
do not set a maximum rate for charges on retaihiimsent sales contracts and for credit card pwseband set aside previous regulations
which regulated these maximum finance chargeshEurtore, there is no maximum rate set for instailnsales contracts involving motor
vehicles, commercial, agricultural and industriglipment, commercial electric appliances and instggremiums.
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MARKET AREA AND COMPETITION

Puerto Rico, where the banking market is highly petitive, is the main geographic service area efG@brporation. At December 31, 1999,
Puerto Rico had 17 banking institutions with altofeapproximately $49 billion in assets accordingndustry statistics published by the
Commissioner. The Corporation ranked third basetbtal assets at December 31, 1999. The otherdabgaks in order of size were Banco
Popular de Puerto Rico and Banco Santander Pu@to Ruerto Rico banks are subject to the samedélisvs, regulations and supervision
that apply to similar institutions on the Unitedit&s mainland.

In addition, the Corporation competes with brokerfigns with retail operations, credit unions, cemives, small loan companies and
mortgage banks in Puerto Rico.

The Corporation encounters intense competitioritia@ing and retaining deposits and in its consuamel commercial lending activities. The
Corporation competes for loans with other finangiatitutions, some of which are larger and havailatsle resources greater than those o
Corporation. There can be no assurance that ifuthee the Corporation will be able to continudrtorease its deposit base or originate loans
in the manner or on the terms on which it has damnim the past.

Management believes that the Corporation has biglert@compete effectively for deposits and loaypstbering a variety of transaction
account products and loans with competitive featuog pricing its products at competitive inteneges and by offering convenient branch
locations and emphasizing the quality of its sexvithe Corporation's ability to originate loans elegs primarily on the rates and fees cha
and the service it provides to its borrowers in imglprompt credit decisions.
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FINANCIAL CONDITION

The Corporation's total assets at December 31, 4889inted to $4,721.6 million, $704.2 million otiee $4,017.4 million at December 31,
1998.

The following table sets forth the maturity distrilon of earning assets at December 31, 1999:

As of December 31, 1999

Maturities
After one year
through five years After five years
Fixed Variable Fixed Variab le
One year interest interest interest interes t
or less rates rates rates rates Total
(In thousands)
Money market securities $ 34,031 $ 1,186 $ 35,217
Investment and
trading securities 283,037 $ 28,817 $ 2,454 1,439,595 $ 22, 043 1,775,946
Loans:
Residential mortgage 12,555 53,080 1,508 400,639 5, 781 473,563
Construction 706 773 130, 589 132,068
Commercial and commercial
real estate 138,669 45,326 179,490 88,218 575, 357 1,027,060
Lease financing 16,102 69,590 85,692
Consumer 393,214 599,479 34,292 1,026,985
Total Loans 561,246 767,475 181,771 523,149 711, 727 2,745,368
Total $878,314 $796,292  $184,225 $1,963,930 $733, 770 $4,556,531

LENDING ACTIVITIES

At December 31, 1999 First BanCorp.'s lending &etiv include total commercial loans of $1,159.1liom (42% of total loans), total
consumer loans of $1,112.7 million (41% of totars), and total residential mortgage loans of $#8llion (17% of total loans). The
Corporation's portfolio of commercial loans is cased in its majority of asset based financing androercial mortgage loans. Total
commercial loans include $371.6 million in commatceal estate loans and $132.1 million in constondoans. . The consumer loan
portfolio consists principally of auto loans, parabloans and credit cards. Finance leases of $88lidn, which are included in the total
amount of consumer loans, are mostly composedanisito individuals to finance the acquisition ofaaro.
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Residential real estate loans:
Secured by first mortgages:
Conventional $395,885
Insured by government agencies:
Federal Housing Administration
and Veterans Administration 6,543
Puerto Rico Housing Corporation

The following table sets forth the composition asEBanCorp.'s total loan at the dates indicated.

and Finance Agency 32,928
Secured by second mortgages 5,706
441,062
Deferred net loan fees (5,293)
Residential real estate loans 435,769
Commercial loans:
Construction, land acquisition and
land improvements 288,302
Undisbursed portion of loans
in process (156,234)
Construction loans 132,068
Commercial loans 655,417
Commercial mortgage 371,643
Commercial loans 1,159,128
Finance leases 85,692
Consumer and other loans:
Personal 435,752
Auto 532,242
Boat 37,018
Credit card 168,045
Home equity reserve 2,657
Other 106
Unearned finance interest (148,836)
Consumer and other loans 1,026,985
Loans receivable 2,707,574
Loans held for sale 37,794
Total loans 2,745,368
Allowance for loan losses (71,784)
Total loans-net $2,673,584

The following table sets forth the composition asEBanCorp.'s total loan portfolio before thenalhnce for loan losses and the weighted

1998 1997 1996
(In thousands)
$237,561 $223,098 $224,25
8,185 10,176 9,28
38,516 44,073 50,01
4,956 14,171 14,37
289,218 291,518 297,92
(6,848) (9,138) (8,53
282,370 282,380 289,39
161,498 15,400 12,40
(98,535) (6,121) (2,19
62,963 9,279 10,20
368,549 235,571 174,77
332,219 306,734 256,22
763,731 551,584 441,20
52,214 42,500 58,48
472,588 676,965 749,73
512,116 512,938 510,08
32,209 29,145 29,45
125,956 116,734 109,25
3,385 4,282 5,82
128 148 65
(145,284) (267,599) (305,87
1,001,098 1,072,613 1,099,14
2,099,413 1,949,077 1,888,22
20,642 10,225 7,85
2,120,054 1,959,302 1,896,07
(67,854) (57,712) (55,25
$2,052,200 $1,901,590 $1,840,82

average taxable equivalent interest rates of loarach category at December 31, 1999.
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December 31, 1999

Weigh ted
(In thousands) average rate
Residential real estate loans $ 473,563 8 .94%
Construction loans 132,068 8 .88%
Commercial and commercial real estate loans 1,027,060 8 .15%
Finance leases 85,692 12 A41%
Consumer and other loans
Auto 430,798 12 .65%
Personal 391,330 16 .79%
Credit card 168,045 17 .95%
Boat 34,049 10 AT%
Home equity reserve loans 2,657 12 .88%
Other 106 8 .15%
Total consumer and other loans 1,026,985 15 .02%
Total $ 2,745,368 11 .02%
Loan Activity

The following table sets forth certain additionatalrelated to the Corporation's loan portfolioafghe allowance for loan losses for the d:
indicated:

For the year ended December 31,

19 99 1998 1997 1996 1995
(Dollars in thousands)
Beginning balance $2,052 ,200  $1,901,590 $1,840,821 $1,501,597 $1,463,860
Residential real estate loans originated 216 ,713 93,552 133,047 98,379 91,739
Commercial loans originated(1) 623 ,590 307,009 124,121 79,308 82,944
Finance leases originated 51 ,618 34,427 684 47,975 37,967
Consumer loans originated 515 ,348 371,333 569,620 823,884 663,056
Total loans originated 1,407 ,269 806,321 827,472 1,049,546 875,706
Sales of loans 1 ,267) (1,250) (360,428)
Repayments and securitization
of loans into mortgage backed securities (719 ,964) (559,727) (665,175) (654,450) (436,616)
Other decreases(2) (64 ,654) (95,984)  (100,278) (55,872) (40,925)
Net increase 621 ,384 150,610 60,769 339,224 37,737
Ending balance $2,673 ,584  $2,052,200 $1,901,590 $1,840,821 $1,501,597
Percentage increase 3 0.28% 7.92% 3.30% 22.59% 2.58%
(1) Includes commercial real estate and constr uction loans.

(2) Includes the change in the allowance for |
of loans due to the repossession of the collateral.

oan losses and cancellation
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INVESTMENT ACTIVITIES

The Corporation's investments are managed by tbastiry and Investment Division, under the supeamisif the Senior Vice President,
Treasury and Investments, who reports to the Catjmor's Senior Executive Vice President and Chiefifrcial Officer. Investment policy is
set by the Corporation's Asset Liability Managemamd Investment Committee (the ALCO), which incleitlee President and Chief
Executive Officer, the Senior Executive Vice Presidand Chief Financial Officer, the Senior ExeaaitVice President and Chief Lending
Officer, the Executive Vice President - Sales, iilistion and Mortgage Banking, the Senior Vice Riest - Treasury and Investments, and
the Corporation's Economist. Significant investntesmisactions are reported to the ALCO.

The Corporation's investment policy is designechprily to provide a portfolio of high credit qualitvhile seeking high levels of net interest
income within acceptable limits of interest ratkricredit risk, capital and liquidity. Under ther@oration's current policy, the Treasury and
Investments Division is authorized to purchase seitfederal funds, certificates of deposit in othanks, bankers' acceptances of comme
banks that are members of the FDIC, mortgage baséeadrities, U.S. and Puerto Rico obligations,kst@nd other investments. In addition,
the Treasury and Investments Division is authoripeidivest in securities purchased under agreentemesell. As part of the Corporation's
asset and liability management, the Treasury anelskments Division also engages in hedging aa#vitis approved by the Board of Direc
and as set forth in the Corporation's hedging gatfionitored by the ALCO.

SOURCES OF FUNDS

First BanCorp.'s principal funding sources are binagleposits, collateralized deposits, federal fyngdshased and securities sold under
agreements to repurchase, and notes. Throughaitebtbanking system First BanCorp. offers indivichem-interest bearing checking
accounts, savings accounts, personal interestrgeahiecking accounts, certificates of deposit, BR&ounts and commercial non-interest
bearing checking accounts.

Deposit Accounts

Deposits represent First BanCorp.'s largest saufrinding. The Corporation's deposit accountsirsared up to applicable limits by the
SAIF. Management makes retail deposit pricing deegsperiodically through the ALCO, which adjudis trates paid on retail deposits in
response to general market conditions and locapetition. Pricing decisions take into account s being offered by other local banks,
LIBOR and mainland United States interest rate® fbllowing table presents the amount and weightamtage interest rates of deposit
accounts as of each date indicated in the categeeieforth below, including the percentage ofltassets represented by those deposits.
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Weigh ted average

ra tes at
Dec ember 31, December 31,
1999 1999 1998 19 97
(Dollars in thousands)
Non-interest bearing checking accounts $ 211,896 $ 173,104 $ 140 ,099
Saving accounts 2.93% 447,946 416,424 403 ,129
Interest bearing checking accounts 3.39% 162,601 130,883 121 452
Certificate accounts 5.60% 1,742,978 1,054,634 929 ,955
Total $2,565,422 $1,775,045  $1,594 ,635
Weighted average rate on interest
bearing deposits 4.94%
Total deposits as a percentage of
total assets 54.33% 44.18% 4 7.92%

Certificate accounts include institutional deposgitich consist mainly of brokered certificate opdsits, and certificates issued to agencies of
the Government of Puerto Rico. FDIC regulationspaeid under FDICIA govern the receipt of brokerepaigts. Under these regulations, a
bank cannot accept, roll over or renew brokereasdiég which term is defined also to include angasit with an interest rate more than 75
basis points above prevailing rates, unless {§\tell capitalized or (ii) it is adequately capitad and receives a waiver from the FDIC. The
Bank has no such restrictions since it is a welitadized institution.

The following table presents a maturity summargeatificates of deposits with balances of $100,006hore at December 31, 1999.

(In thousands)
Three months or less $ 439,795
Over three months to six months 237,927
Over six months to one year 246,672
Over one year 358,689

Total $1,283,083

Borrowings

The following table presents the amount and weijateerage interest rates of borrowings as of eatdhiddicated in the categories set forth
below.

Weighte d average
rates at December 31, December 31,
1999 1999 1998 1997

(Dollars in thousands)
Borrowings:
Federal funds purchased and
securities sold under

agreements to repurchase 5.3 8% $1,447,732 $1,620,630 $ 965,869
FHLB-N.Y. advances 5.9 6% 50,000 2,600 29,000
Notes payable 5.5 9% 55,500 118,100 132,350
Other short-term borrowings 6.2 0% 152,484 86,595 231,505
Subordinated notes 7.7 2% 93,594 99,496 99,423
Total 5.6 0% $1,799,310 $1,927,421 $1, 458,147

Total borrowed funds as a percentage
of total assets 38.11% 47.98% 43.82%
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Weighted average interest rate during the period:

Securities sold under agreements to repurchase 5.07% 5.07% 5.08%
Other short-term borrowings 6.29% 6.39% 6.10%
CAPITAL

At December 31, 1999, total stockholders' equitytfie Corporation amounted to $294.9 million, acrémse of $24.5 million as compared to
$270.4 million at December 31, 1998.

Employees

At December 31, 1999 the Corporation employed 1&88ons. None of its employees are representedcbilective bargaining group. The
Corporation considers its employees' relationsetgdiod.
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Item 2. Properties

At December 31, 1999 First BanCorp. owned threeroffices premises, 13 branch and office premifees,loan centers and an auto lot. All
these premises are located in Puerto Rico. Iniaddiat December 31, 1999, the Corporation leasdtlierto Rico 32 branch premises, 31
loan and office centers and seven other facilifié®e Corporation leased three branch premisesivitgin Islands. Management believes
that the Corporation's properties are well mairgdiand are suitable for the Corporation's busiasggesently conducted.

Main offices:

1. Headquarters Offices - Located at First Fedgudlting, 1519 Ponce de Leon Avenue, Santurce,tBuico, a 16 story office building.
Approximately 50% of the building and an undergrdtinree levels parking lot are owned by the Corfana

2. EDP & Operations Center - A five story structloreated at 1506 Ponce de Leon Avenue, Santuregfd®Rico. These facilities are fully
occupied by the Corporation.

3. Personal Lending and Branch Administration Cenfethree story building with a three levels packlot located at 876 Munoz Rivera
Avenue, corner Jesus T. Pinero Avenue, Hato Regrt@RRico. These facilities are fully occupied hg Corporation.

Item 3. Legal Proceedings

The information required herein is incorporatedéfgrence from page 73 of the annual report torgigdwolders for the year ended Decernr
31, 1999 (see Exhibit 13 to this Form 10-K).

Item 4. Submission of Matters to a Vote of Securityolders
No matters were voted upon during the fourth quanrtd.999.
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PART Il
Item 5. Market for Corporation's Common Equity and Related Stockholder Matters
a) Market Information

The information required herein is incorporatedéfgrence from page 32 of the annual report torgigdwolders for the year ended Decerr
31, 1999.

b) Holders

The information required herein is incorporatedéfgrence from page 32 of the annual report torgigdwlders for the year ended Decerr
31, 1999.

c) Dividends

The Corporation has a policy providing for the payinof quarterly cash dividends on its outstandingres of common stock. Accordingly,
the Corporation declared a cash dividend of $0di6share for each quarter of 1997, $0.075 per ghaeach quarter of 1998 and $0.09 per
share for each quarter of 1999.

The Puerto Rico Internal Revenue Code requiresvitidholding of income tax from dividends income igtled by resident U.S. citizens,
special partnerships, trusts and estates and byasitent U.S. citizens, custodians, partnerslaipd,corporations from sources within Puerto
Rico.

Resident U.S. Citizens

A special tax of 10% is imposed on eligible dividempaid to individuals, special partnerships, #astd estates to be applied to all
distributions unless the taxpayer specifically ®axtherwise. Once this election is made it isviomable. However, the taxpayer can elect to
include in gross income the eligible distributigrseived and take a credit for the amount of taklvald. If he does not make this election in
his tax return, then he can exclude from his gihossme the distributions received and reported evittclaiming the credit for the tax
withheld.

Nonresident U.S. Citizens

Have the right to certain exemptions when a Witdhng) Tax Exemption Certificate (Form 2732) is prdpdilled-in and filed with the
Corporation. The Corporation as withholding agsrdtthorized to withhold a tax of 10% only from theess of the income paid over the
applicable tax-exempt amount.

U.S. Corporations and Partnerships

Corporations or partnerships not organized undertBwRico laws that have not engaged in businefside in Puerto Rico during the taxable
year in which the dividend is paid are subjecthi® 10% dividend tax withholdin

Corporations or partnerships not organized undetaws of Puerto Rico that have engaged in tradisiness in Puerto Rico corporations or
partnerships are not subject to the 10% retentiohthey must declare the dividend as gross indortigeir Puerto Rico income tax return.
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Item 6. Selected Financial Data

The information required herein is incorporatedéfgrence from page 17 of the annual report torgigdwolders for the year ended Decerr
31, 1999.

Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations

The information required herein is incorporatedéfgrence from page 18 through 32 of the annualrtep security holders for the year
ended December 31, 1999.

ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk

The information required herein is incorporatedéfgrence from page 33 of the annual report torgigdwlders for the year ended Decerr
31, 1999.

Item 8. Financial Statements and Supplementary Data

The information required herein is incorporatedéfgrence from page 35 through 75 of the annualrteép security holders for the year
ended December 31, 1999.

Item 9. Changes in and Disagreements with Accountémon Accounting and Financial Disclosure

None
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PART IlI
Item 10. Directors, Executive Officers and ControPersons of the Corporation

The information required herein is incorporatedéfgrence to the information under the captionfotimation with respect to nominees for
directors of the Company, directors whose termgicoa and executive officers of the Company" anect®n 16(a) Compliance" in the
Corporation's definite proxy statement filed on tag1, 2000.

Item 11. Executive Compensation

The information required herein is incorporatedéfgrence to the information under the captionsti@ensation of Directors”,
"Compensation of Executive Officers", "Stock OpsdPlans”, "Options/Grants in Last Fiscal Year", {egate Options/SAR Exercises in
Last Fiscal Year and Fiscal YeRnd Options/SAR Values", "Employment AgreementBeflned Contributions Retirement Plan", "Repor
the Compensation Committee”, "Compensation Comeltieerlocks and Insider Participation”, "Other Hoyment Benefits" and
"Performance of Common Stock" in the definite praexgtement filed on March 21, 2000.

Item 12. Security Ownership of Certain Beneficial @vners and Management

The information required herein is incorporatedéfgrence to the information under the caption "8igal Ownership of Securities" in the
Corporation's definite proxy statement filed on baR1, 2000.

Item 13. Certain Relationships and Related Transadns

The information required herein is incorporatedéfgrence to the information under the caption 1Bess Transactions Between the
Company and its Subsidiaries and Executive Offie@is Directors" in the Corporation's definite prestgtement filed on March 21, 2000.
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PART IV

Item 14. Exhibits, Financial Statement Schedulesna Reports on Form 8-K
(a)(1) The following financial statements are irt&d in Item 8 thereof:
Report of independent accountants
Consolidated Statements of Financial Condition etdnber 31, 1999 and 1998.
Consolidated Statements of Income for Each of tived Years in the Period Ended December 31, 1999.
Consolidated Statements of Changes in StockholBgtsty for Each of the Three Years in the Periodi€ December 31, 1999.
Consolidated Statements of Comprehensive Incomedohn of the Three Years in the Period Ended DeeeBih 1999.
Consolidated Statements of Cash Flows for Eacheofihree Years in the Period Ended December 38.199

Notes to Consolidated Financial Statements.
(2) Financial statement schedules.

Schedules are omitted because they are not aplglioabecause the required information is containgtlie Consolidated Financial
Statements described in (a)(1) above or in the ibtereto.

(3) Exhibits

The exhibits listed on the Exhibits Index on sati{ic) below are filed herewith or are incorporatedein by reference.
(b) Reports on Form 8-K.

No reports on Form-K were filed during the quarter ended Decemberl3989.

(c) See Index to Exhibits on page 23 for the exbifiied as a part of this Form 10-K.

(d) Financial data schedules

Schedules are omitted because they are not aplglicab
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Index to Exhibits

No.

3.1 Certificate of |

3.2 By-Laws

4.0 Form of Common S

10.1 FirstBank's 1987

10.2 FirstBank's 1997

10.3 Employment Agree

11.0 Statement Repor
December 31, 199

13.0 Annual Report t
December 31, 199

21.0 List of subsidi

27.0 Financial Data S

(1) Incorporated by reference from Registratio

by the Corporation on April 15, 1998.

2) Incorporated by reference from the Form 10-
31, 1998 filed by the Corporation on March 26, 1999

(3) Information is included on page 52 of the
to security holders and is incorporated by referenc

Exhibit

ncorporation

tock Certificate

Stock Option Plan

Stock Option Plan

ments

tto Shareholders for fiscal year ended
9.

o shareholders for fiscal year ended
9.

aries (direct and indirect)

chedule

n statement on Form-S-4 filed

K for the year ended December

Corporation's annual report
e herein (See Exhibit 13.0).
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SIGNATURES

Pursuant to the requirements of Section 13 of #wmufities Exchange Act of 1934 the Corporationdhag caused this report to be signed by
the undersigned, thereunto duly authorized.

FIRST BANCORP.

By: /s/ Angel Al varez-Perez Dat e: 03/ 28/ 00
Angel Al varez Perez,
Chai r man
Presi dent and Chief Executive Oficer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed &ydhowing persons on behalf of the
registrant and in the capacities and on the dattisdted.

/sl Angel Al varez-Perez Dat e: 03/ 28/ 00
Angel Al varez-Perez,

Chai r man

Presi dent and Chief Executive Oficer

/sl Annie Astor de Carbonell Dat e: 03/ 28/ 00
Anni e Astor de Carbonell, Director

Seni or Executive Vice President and

Chi ef Financial Oficer

/sl Jose Julian Alvarez Dat e: 03/ 28/ 00
Jose Julian Alvarez, Director

/sl Rafael Bouet Dat e: 03/ 28/ 00
Raf ael Bouet, Director

/sl Jorge Diaz Dat e: 03/ 28/ 00
Jorge Diaz, Director
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/sl Armando Lopez
Arnmando Lopez, Director

/sl German Mal ar et
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Jose Teixidor, Director

/sl Angel L. Unpierre
Angel L. Umnpierre, Director

/sl Luis M Beauchanp
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Seni or Executive Vice President and
Chi ef Lending Oficer

/sl Laura Villarino Tur
Laura Villarino Tur,

Seni or Vice President and
Controller
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Financial Highlights

In Thousands (Except for per share results) 1999 1998

Operating Results:

Net interest income $185,733 $166,168
Provision for loan losses 47,960 76,000
Other income 32,862 58,240
Other operating expenses 101,272 91,798
Income tax provision 7,288 4,798
Net income 62,075 51,812
Per common share:

Net income - basic 2.00 1.75

Net income - diluted 1.98 1.74

Weighted Average Shares:

Basic 28,941 29,586
Diluted 29,199 29,858

At Year End:

Assets $4,721,568 $4,017,352
Loans 2,745,368 2,120,054
Allowance for loan losses 71,784 67,854
Investments 1,811,164 1,800,489
Deposits 2,565,422 1,775,045
Borrowings 1,803,729 1,930,488
Capital 294,902 270,368



[GRAPHS]
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Branches - 48 Offices

Auto Loan Center - 2 Offices
Caguas 1
Mayaguez 1

Loan Center - 2 Offices
Aguadilla 1
Fajardo 1

Mortgage Loan Center - 4 Offices

Total 89 Offices

(P.R. GEOGRAPHIC MAP)

Aguada 1
San Sebastian 1
Arecibo 1
Manati 1
VegaBaja 1
Dorado 1
Bayamon 5

Guaynabo 1
San Juan 12
Carolina 5

Humacao 1
Caguas 4
Aguas Buenas 1
Cidra 1
Guayama 1
Cayey 1
Barranquitas 1
Ponce 2
Yauco 1
Cabo Rojo 1

Mayaguez 2
Saint Thomas 2
Saint Croix 1

Money Express - 27 Offices

Aguada 1
Aguadilla 1
Isabela 1
San Sebastian 1
Arecibo 1
Manati 1
VegaBaja 1
Toa Baja 1
Bayamon 3

San Juan 3
Carolina 1
Rio Grande 1

Fajardo 1
Humacao 1
Yabucoa 1
Caguas 1
Guayama 1
Cayey 1
Ponce 1
Barranquitas 1
Utuado 1
Yauco 1

Mayaguez 1

First Leasing & Rentals - 6 Offices
Isabela 1

Bayamon 1
San Juan 3
Caguas 1
Manati 1

San Juan 2
Carolina 1






Business Profile

First BanCorp (the Corporation), incorporated irRa Rico, is the holding company for FirstBanke(Bank), the second largest locally
owned commercial bank in Puerto Rico. First BanGuag total assets of $4.722 billion as of Decen®ier1999. The Corporation operates
primarily in the Puerto Rico banking market, offeyia wide selection of financial services to a gnganumber of consumer and commercial
customers. Commercial loans, consumer loans, ngetlpsns and investment securities are the mogiriapt areas of business.

The Corporation has a $1.2 billion portfolio of coercial loans, commercial mortgages, constructoams$ and other related commercial
products. Its commercial clients include businesded| sizes covering a wide range of economidvais. First BanCorp has a $474 million
portfolio of residential mortgages. The institutioas $1.1 billion in consumer loans, concentrateglito loans and leases, personal loans and
credit cards. Its $1.8 billion investment portfotionsists mostly of U.S. government securitiesrandgage backed securities. Through a
strategic alliance with Paine Webber, the Corporatiffers full brokerage services in selected binasc Approximately 1,700 full time
professionals and a sophisticated computer systgmost the business activities of the Corporation.

First chartered in 1948, First BanCorp was thd fievings bank established in Puerto Rico, undenttme of "First Federal Savings Bank'
has been a stockholder owned institution since 198@ctober 1994 it became a Puerto Rico charteoedmercial bank and was renamed
"FirstBank". Effective October 1, 1998 the Bankrgamized, making FirstBank a subsidiary of the hgccompany First BanCorp.

First BanCorp, which is a well-capitalized institut under federal standards, operates 48 full sefvianches including three offices in the
U.S. Virgin Islands. The Corporation also has twitodoan centers, two personal loan centers andrifauitgage loan centers in Puerto Rico.
A second tier subsidiary, Money Express, operafesfces dedicated to small loans throughout RuRito. First BanCorp also has a sec
tier subsidiary known as First Leasing and RentapC which rents and leases motor vehicles fransiit offices in Puerto Rico.

[PHOTO]
(First BanCorp interactive web site)
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First BanCorp has distinguished itself by providingovative marketing strategies and novel prodtetgtract clients. Besides its main
branches and specialized lending offices, the Gatfn has offered a telephone information sereaiéed "Telebanco” since 1983. This was
the first telebanking service offered in PuertodRi€irst BanCorp clients have access to an extenSiW network all over the world. The
Corporation was the first in Puerto Rico to opemaekends and the first to offer in-store brandbets clients. First BanCorp was the first
banking institution in Puerto Rico with a presencethe internet. During 2000, First BanCorp wiliteh a new, interactive web site where
clients will be able to perform all types of bankinansactions.

First BanCorp and its subsidiaries are subjectipesrision, examination and regulation of the FallReserve Board, the Federal Deposit
Insurance Corporation and the Commissioner of Fi@mnstitutions of Puerto Rico.

First BanCorp is committed to provide the mostoéint and cost effective banking services possMemnagement's goal is to be the premier
financial institution in financial products and gees in Puerto Rico. First BanCorp's Managemefitwark constantly to exceed the
expectations of our stockholders, clients and eyg#s.

[PHOTO]
(First BanCorp interactive web site)

[PHOTO]
(First BanCorp interactive web site)
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President's Letter

[PHOTO]
Angel Alvarez-Perez
Chairman, President
and Chief Financial Officer

To our stockholders:

On behalf of the Board of Directors and staff asEBanCorp | am pleased to submit our annual tdpor999, another record year. In 1999
First BanCorp earned $62.1 million, representind82er share (basic) or $1.98 per share (dilufBtse earnings compared favorably with
1998, when the Corporation earned $51.8 millionicivitame to $1.75 per share (basic) or $1.74 pamedfliluted). Net income increased
19.8 percent and diluted earnings per share ro&pE3cent in 1999. These achievements continueegord of consistent earnings growth.

During 1999 we concentrated on investing in nevatetogy and diversifying our services. The pacetafnge in First BanCorp accelerated
with a series of targeted purchases and stratéiinees that laid the foundation for future growth

Growth and Diversification

Last year we worked hard to increase commercialcandtruction lending. In consumer lending the @aafion continued to improve the
quality of the portfolio through improved undenim processes.

At midyear we acquired the Puerto Rico operatidrRayal Bank of Canada. This acquisition added $@i0on of high quality commercial
loans, while giving us a well-located branch fdgiln the Hato Rey financial district. In August wequired the $42 million private label
credit card business of Western Auto in Puerto Ri¢ts acquisition substantially increased our imgat credit card business.

The largest acquisition occurred at year-end. Wgiiaed four branches from Citibank's Caribbean afi@ens. One of these branches in St.
Thomas will strengthen our existing business inuk®. Virgin Islands. The three Puerto Rico braisalédl add to our business in San Juan,
Ponce and Mayaguez. This acquisition included $#8min retail deposits.

Aside from all these acquisitions, we have movedldy to take advantage of the Gramm-Led&iliey Act, passed by Congress in Novem
1999. This legislation removed the barriers sepagahe banking, insurance and brokerage industiesexpect the Puerto Rico legislature
will quickly enact legislation to harmonize localdaFederal banking laws in this area. We have rechan Executive Vice President with
many years of experience in local securities mari@bversee our entry into brokerage and investivamking business.

Through an agreement with Goldman, Sachs & Cost BanCorp now participates in bond issues by the
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Government of Puerto Rico. The Corporation has atsanged a strategic alliance with Paine Webb&ueafrto Rico, the largest brokerage
firm in the Island with thirty five years of locakperience. Early in the year 2000 Paine Webbenexpeffices in eleven of our branches. 1
arrangement gives the Corporation's clients thesticange of investment advice, brokerage servagcgbmoney management experience
available in Puerto Rico, while our officers arscahivailable to sell our products and servicesaiod®Webber's 32,000 clients in Puerto Rico.

New Investments in Technology, Facilities and Traiimg

First BanCorp has been investing heavily in tecbgyp| particularly in the area of commercial banksegvices. During the first half of 2000
we are upgrading the computer systems in our bencrhese changes will allow greater efficiencyilevhelping our employees develop ¢
strengthen relationships with our clients. Als@met banking will be available by the midyear 2000

First BanCorp will provide an internet service whihaintaining all existing banking services avadab our clients. For this reason we are
continuing our plans to expand First BanCorp's tinametwork. During 1999 we added three new branelindle acquiring five more from
other institutions. We plan to open more branchesyear.

Our employees are the key to our success. We leavganized our sales and distribution system, adainewly recruited Senior Vice
President with vast experience in marketing anesstl help make our branches more sales-orientedidition, the larger branches in the
metropolitan area have two managers: one for reglitmts and the other for commercial relationshifWe have recruited a Senior Vice
President with a long track record in commerciatliag to administer this middle market strategy.

We have completely restructured our branch-baspdsits, introducing a new product which pays boadseclients with multiple
relationships. We have created a corporate prafieasimage by providing uniforms to all our brarehployees and offered extended branch
hours. To facilitate these changes we are exparatimgoyee training in all areas of the Corporation.

We have planned and coordinated these changes arsgecial project designed to simplify operatishile making our services more
efficient, responsive and convenient. We namedtbgect "The Next Fifty" because we launched i1 898, the Corporation's 50th
anniversary year, as a way to initiate our secdtydyfears of growth. Forty five employees partigipd full time in the project, generating
more than 500 ideas for improvement. We expect 'Néet Fifty" to add $12 million in annualized eargs through cost reductions and
revenue enhancements. We are reinvesting mosesé tharnings in new technology. "The Next Fiftyll eontinue through into 2001.

[PHOTO]
(First BanCorp interactive web site)



We expect these initiatives to favor continued fmyerating costs. During the past year our efficjeratio averaged 46.6%, almost the same
as the 46.5% of 1998.

Enhancing Shareholder Value

Our efforts have paid off in strong earnings grofath1999, with a return on equity of 21.06%, comgabwith 20.54% in 1998. Our stock
price has not reflected these strong results durdp. Nevertheless, investors who held First BapGtock over the ten year period from
yearend 1989 to year-end 1999 received a cumulatita teturn of 1,661%, for an average annual grawth of 33.2% on their investment.

The Corporation began a stock repurchase programygars ago. During 1999 we repurchased 1,45X08fes. This brought total activity
over the course of our share repurchase prograyli®,450 shares, adjusted for splits, represeatiogal investment of $54.3 million. In
addition, officers and directors of First BanComproapproximately 19 percent of its shares. Thisashtheir confidence in First BanCorp's
future and their commitment to keep its fundamensalund.

During 1999 the magazine U.S. Banker mentioned BasCorp's outstanding performance in its annualeyy of America's 100 largest
banks. During 1998 First BanCorp ranked fourth agnalhU.S. banks in cost control and in return qnity First BanCorp ranked tenth. We
are confident that in the course of time our stmgke will reflect this outstanding performance.

As First BanCorp embarks on another year of graamtth service to the Puerto Rican community, we andident that our Corporation is
stronger and better positioned than ever. We hdaudyaoutstanding group of employees, officers dirdctors. | am confident that we can
meet the challenges ahead, and that we will coatiayprovide outstanding service to our clientsilevbenefiting employees and stockholc
in the years to come.

/sl Angel Al varez-Perez
Chai r man
Presi dent
Chi ef Executive Oficer

[PHOTO]
(First BanCorp interactive web site-
First Miles Credit Card)
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Achievements in 1999

Record profits made 1999 a very successful yedfrifst BanCorp. The company made exceptional pssgiBesides making heavy
investments in new computer systems, improving eyga training and expanding commercial and constnutoans, the Corporation
launched several important strategic alliances.

Profits continued their healthy growth as First Barp earned $62.1 million, which comes to $2.00gterre (basic) or $1.98 per share
(diluted). In 1998 the Corporation earned $51.8iam| the equivalent of $1.75 (basic) or $1.74ytH) in per share terms. Net income
increased by 19.8%, or 13.8% per share on a dikdsd. Net interest income, the main source oCihigoration's earnings, grew by $19.5
million from $166.2 million in 1998 to $185.7 mih in 1999. Gains on sale of investments contrib&te4 million to net income in 1999,
while in 1998 these sales contributed $26.8 million

First BanCorp's assets grew by $705 million dufif§9, ending the year at $4.722 billion. Loanséased by $625 million for the year,
mainly from commercial loans growth of approximgt®400 million. The Corporation successfully iss&&® million in preferred stock in
April 1999.

First BanCorp made three important acquisitionsyear. At midyear FirstBank, the Corporation'skiag subsidiary, acquired the Puerto
Rico operations of Royal Bank of Canada. This pasehincluded a $90 million portfolio of high qugl@dommercial loans and an attractive
branch in the Hato Rey financial district. In Auguble Bank acquired the credit card business adtéfa Auto, the largest auto parts retailer
in Puerto Rico with 38 stores. This transactiorughd FirstBank a $42 million credit card portfodestributed among roughly 100,000 clier

At year-end FirstBank also acquired four officemnfirCitibank. One of these branches is located.ifl&tmas, U.S. Virgin Islands, and the
other three are located in Puerto Rico. Besidesdtibties and deposits, the Bank acquired appnately $30 million in loans as a part of t
transaction.

An Expanding Role for a Growing Branch Network

During 1999 deposits grew from $1.775 billion ta%S65 billion, an increase of $790 million. Managerneorked intensively to lay the
groundwork for future deposit growth by expandihg branch network and improving its products. Besipurchasing the five branches
mentioned above, the Corporation also opened tieeebranches during the year. The Corporation glaepen more branches during the
year 2000. As the Corporation moves increasinghatd relationship banking, Management is placiraploenters in selected branche
increase originations of mortgages and commeroéis.

Management restructured the Corporation's deposityets, introducing an innovative new productesthe "Bonus Account”. This account
rewards clients who have multiple relationships
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with FirstBank (e.g. a checking account, a mortgage an auto loan). At the same time, Managemdmdlding back or eliminating some
older products which are less popular than theyewepast years. These changes will complemerdekelopment of the branch network.

Management is also opening specialized officegliacsed branches. Four branches now have mortgagecknters, which will provide
financing for new homes in the San Juan metropoki®a. In addition, several branches now includenamercial loan officer, aside from
traditional branch manager.

Early in the year 2000 First BanCorp began offetingkerage services in selected branches throumghwaalliance with Paine Webber. This
arrangement will give the Corporation's clients theadest range of brokerage and financial manageseevices available in Puerto Rico.
Previously First BanCorp formed an alliance withddoan Sachs to participate in the underwriting oéfo Rico government securities.
During the year 2000, the Corporation will begifeahg internet services for those clients who like convenience of banking from their
homes along with the security of having branchceifs available.

Improvements in Efficiency

In 1998 Management began a comprehensive re-dpkigrto streamline all corporate operations. Thgp@a@tion named the project "The
Next Fifty" because Management launched it in tbepG@ration's 50th anniversary year as a way t@ateithe second fifty years of grow
Management has invested most of the savings fr@rptbject in new technology. Largely because & pinogram First BanCorp was able to
maintain an efficiency ratio of only 46.6% durin@9P, almost equal to the 46.5% in 1998. Overallatieg expenses were held to only
$101.3 million for 1999 compared with $91.8 millianthe previous year. Management achieved thépite of significant increases in the
size of the branch network and heavy investmenteu computer systems. First BanCorp's efficiertiprcompares very favorably with tt
of other commercial banks throughout the U.S.

Improvements in the Balance Sheet

Contributing to higher profits in 1999 was a siggaht improvement in asset quality. Two years agmdfjement substantially improved its
system of underwriting consumer loans, introdudéglotér underwriting procedures and improved thep@oation's computer systems. As a
result, the quality of the loan portfolio has imped. During 1999 First BanCorp provided $48 millfon loan losses as compared with $76
million in 1998. This represents a reduction ofp&rcent.

Loan quality has improved according to other measas well. On December 31, 1999 non-performingddataled $53.8 million, compared
to $57.0 million on the same date in 1998 and $5818on on a smaller portfolio at the end of 198%. the end of 1999, the ratio of non-
performing loans to total loans had fallen to 1.96%mpared with 2.69% at the end of 1998 and

[PHOTO]
(First BanCorp interactive web site)
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2.70% at year-end 1997. The reserve coverage(edkmvance for loan losses as a percentage ofgeoforming loans) reached 133.3% by
end of 1999, well above its earlier levels of 128.4t year-end 1998 and 109.0% at the end of 19@nalement is committed to continuing
these improvements in loan quality in coming years.

During the early part of 1999 Management strengttehe capital structure of First BanCorp by isg80 million in preferred stock. This
transaction will help the Corporation to maintaisadid capital structure. Although assets grew sutiglly during 1999, the Corporation's
capital ratios remained strong. The core capit#d kas 7.5% and the risk based capital ratio wa2% as of December 31, 1999.

Increasing Shareholder Value

The financial results continue a trend of earnigigavth that has produced excellent value for shadahns. First BanCorp's return on average
equity was 21.06% in 1999, while average assed yigls 1.49%. Dividends increased in 1999, and exhalpayout ratio of 17.96%
compared with 17.12% in 1998. During 1999 the Caoapon repurchased 1,452,000 common shares.

While the stock price has not reflected these stresults during 1999, investors who held First@anp stock over the ten year period from
yea-end 1989 to year-end 1999 received a cumulatita teturn of 1,661%. This is equivalent to an agerannual growth rate of 33.2% on
the original investment.

Management is optimistic about the future of HBahCorp. The range of services it offers, its @ffecnetwork of offices and branches
supplemented by new sales methods, its dedicaaéfdasd its quality reputation with clients willl@lontribute to future earnings growth.
Management will continue its efforts to improvegtiBanCorp's excellent performance in 2000 antéryears to come.

[PHOTO]
(First BanCorp interactive web site- Telepago Biestk)
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Puerto Rico Economy

The island of Puerto Rico is a U.S. Commonwealtth wipopulation of 3.8 million, located in the Gdo@an approximately 1,600 miles
southeast of New York. Puerto Rico has been enjpyaiid economic growth over most of the 1990'aalRENP grew by over 4% in the 19
fiscal year. Private economists are forecasting@% real growth in the fiscal year 2000. Managehexpects recent growth patterns on
Island to continue, with some slowdown during thening fiscal year.

Puerto Rico's economic performance is a naturaltre$its increasing integration into the U.S. somy. Puerto Ricans are U.S. citizens and
serve in the United States armed forces. The Isl@ed U.S. currency and forms a part of the Urfanfiial system. Federal courts enforce
U.S. laws in Puerto Rico. Since Puerto Rico falithin the U.S. for purposes of customs and migmtibere is full mobility of funds, people
and goods between Puerto Rico and the U.S. mainRuetto Rico banks are subject to the same Felders) regulations and supervision as
other financial institutions in the rest of the UThe Federal Deposit Insurance Corporation instiresleposits of Puerto Rico chartered
commercial banks, including FirstBank, the banldngsidiary of First BanCorp.

Puerto Rico made a rapid transition from povertthimimmediate postwar period to prosperity toddyoughout this process the Island has
attracted industry using tax exemption. Many matliional corporations have substantial operatioms.fi2uring 1996 Congress repealed
Section 936 of the Internal Revenue Code, whickigeal Federal tax exemption for companies operatirfjuerto Rico. However, Congress
also provided a ten year grandfather clause forpeones already operating here. Because PuertorRia fiscal system independent from
that of the U.S., it can fashion local tax inceasito attract or retain industry. A new law broadgrand strengthening local tax incentives
went into effect on January 1, 1998.

Puerto Rico is becoming somewhat less dependemamufacturing than it was in the early postwargerManufacturing attracted by tax
exemption is still an important part of the Islangtonomy. Nevertheless, Puerto Rico has beensifiiag its economic base to include
tourism, business services and transportation.aisgs these changes the Island has been recdikiBgprivate investment in diverse areas
such as hotels, financial services and large rstaibs. During the past year a slowdown in manufang growth was balanced by strong
construction activity, both private and public. Ngement is optimistic about Puerto Rico's econduiige.

[PHOTO]
(First BanCorp interactive web site-
Internet Banking and Bonus Account)
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SELECTED FINANCIAL DATA
Year ended December 31,

Condensed Income Statements:
Total interest income
Total interest expense
Net interest income
Provision for loan losses
Other income
Other operating expenses
Unusual item - SAIF assessment
Income before income tax provision
Provision for income tax
Net income
Per Common Share Results (1):
Net income per common share - diluted
Cash dividends declared
Average shares outstanding
Average shares-diluted
Balance Sheet Data:
Loans and loans held for sale
Allowance for possible loan losses
Investments
Total assets
Deposits
Borrowings
Total capital
Book value per common share, end of year (1)

Regulatory Capital Ratios (In Percent):
Total capital to risk weighted assets
Tier 1 capital to risk weighted assets
Tier 1 capital to average assets
Selected Financial Ratios (In Percent):
Net income to average total assets
Interest rate spread (2)
Net interest income to average earning assets (
Yield on average earning assets (2)
Cost on average interest bearing liabilities
Net income to average total equity
Net income to average common equity
Average total equity to average total assets
Dividend payout ratio
Efficiency ratio (3)
Offices:
Number of full service branches
Loan origination offices

2)

1999

$369,063
183,330
185,733
47,961
32,862
101,272

29,199

$2,745,368
71,784
1,811,164
4,721,568
2,565,422
1,803,729
294,902
7.30

16.16
11.64
7.47

1.49
4.29
4.85
9.29
5.00
21.06
24.68
7.07
17.96
46.62

48
41

1998 1997
(In thousands except for per
$321,298 $285,160
155,130 130,429
166,168 154,731
76,000 55,676
58,240 39,866
91,798 83,268
56,610 55,653
4,798 8,125
51,812 47,528
$1.74 $1.58
$0.30 $0.24
29,586 30,036
29,858 30,204
$2,120,054 $1,959,301
67,854 57,712
1,800,489 1,276,900
4,017,352 3,327,436
1,775,045 1,594,635
1,930,488 1,458,148
270,368 236,379
9.17 7.93
17.39 17.26
11.55 11.07
6.59 7.44
1.48 1.63
4.76 5.30
5.27 5.83
9.83 10.45
5.07 5.15
20.54 22.30
20.54 22.30
7.22 7.32
17.12 15.14
46.46 45.45
40 36
45 44

1996
share results)

$256,523
113,027
143,496
31,582
29,614
82,498

9,115

49,915
12,281
37,634

$1.22
$0.20
30,794
30,952

$1,896,074

55,254
830,980

2,822,147

1,703,926
884,741
191,142

6.32

15.25
9.32
6.65

1.48
5.46
6.03
10.63
5.17
20.49
20.49
7.23
16.32
49.03

36
47

(1) Amounts presented were recalculated, when e, to retroactively consider the effect of cammnstock splits.

(2) Ratios were computed on a taxable equivalesisba

(3) Other operating expenses to the sum of netdsténcome and other income (excluding gain oa shlnvestments).
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1995

$208,488
96,838
111,650
30,894
48,268
65,628

$1,556,606
55,009
785,747

2,432,816

1,518,367
698,097
171,202
5.51

16.17
9.93
6.82

2.22
5.07
5.59
10.12
5.05
33.19
33.19
6.68
5.06
47.96

36
43



MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF
OPERATIONS
FINANCIAL REVIEW SUMMARY

For the year 1999, First BanCorp (the Corporatresprded earnings of $62,074,949 or $2.00 per camshare (basic) and $1.98 per
common share (diluted), compared to $51,812,3810f5 per common share (basic) and $1.74 per constmare (diluted) for 1998, and
$47,527,552 or $1.58 per common share (basic dntd) for 1997.

The Corporation's earnings are attributed to thiénterest income earned on the growing portfofiearning assets, improvements in asset
quality resulting in a lower provision for loan &&s, and controls over operating expenses. Ford988mpared to 1998, net income
increased by $10,262,562 or $0.24 per common gHdwted), and for 1998 as compared to 1997, b2&4.,835 or $0.16 per common share
(diluted).

Return on average assets was 1.49% for 1999, 1fdi8¥®98 and 1.63% for 1997. Return on averagetgguas 21.06% for 1999, 20.54%
1998 and 22.30% for 1997.

RESULTS OF OPERATIONS

The Corporation's results of operations dependantiynon its net interest income, which is the éiffnce between the interest income earned
on interest earning assets, including investmeruréiges and loans, and the interest expense puidterest bearing liabilities, including
deposits and borrowings. Also, the results of oji@ma depend on the provision for loan losses, @iy expenses (such as personnel,
occupancy and other costs), other income (maimyicecharges and fees on loans), and gains orosalgestments.

Net Interest Income

Net interest income increased to $185.7 million1®99 from $166.2 million in 1998 and $154.7 mitlim 1997. This improvement resu
from the continuous increase in the average volohieterest earning assets together with a highailable capital and non-interest bearing
liabilities to fund those assets. This is refledtedn increase in the average volume of interastieg assets of $721.2 million for 1999 as
compared to 1998 and of $582.7 million for 1998 @mpared to 1997. Interest bearing liabilities éased by $606 million for 1999 as
compared to 1998 and by $528 million for 1998 anpared to 1997.

The following table includes a detailed analysisief interest income. Part | presents average wdend rates on a tax equivalent basis and
Part Il presents the extent to which changes erést rates and changes in volume of intereseiadsets and liabilities have affected the
Corporation's net interest income. For each categbearning assets and interest bearing liakslitieformation is provided on changes
attributable to changes in volume (changes in velmmultiplied by old rates), and changes in rateufges in rate multiplied by old volumes).
Rate-volume variances (changes in rate multipliedianges in volume) have been allocated to thegasin volume and changes in rate
based upon their respective percentage of the crdlotals.
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Part | Average volume Interest income (1) / expense Average rate (1)
Year ended December 31, 1999 1998 1997 1999 1998 1997 19 99 1998 1997
(Dollars in thousands)

Earning Assets:
Deposits at banks and other

short-term investments $ 27,344 $ 40, 766 $ 67,969 $ 450 $ 2,028 $ 3,708 1. 65% 4.97% 5.45%
Government obligations 415,742 319, 777 404,517 24,997 19,984 26,949 6. 01% 6.25% 6.66%
Mortgage backed securities 1,294,195 1,032, 632 428,804 92,157 77,463 34,942 7. 12% 7.50% 8.15%
Other investment 18,646 1, 150 519 1,598 186 21 8. 57% 16.14% 4.24%
FHLB stock 16,170 10, 252 10,150 1,101 743 670 6. 81% 7.25% 6.60%
Total investments 1,772,097 1,404, 577 911,959 120,303 100,404 66,290 6. 79% 7.15% 7.27%
Consumer loans (2) 1,013,782 1,032, 704 1,090,991 138,130 139,309 147,100 13. 63% 13.49% 13.48%
Residential real estate loans (2) 327,700 290, 564 283,799 30,754 30,807 29,485 9. 38% 10.60% 10.39%
Construction loans (2) 94,940 19, 169 10,488 9,216 1,852 1,004 9. 71% 9.66% 9.57%
Commercial loans (2) 847,917 613, 697 473,093 75,879 56,239 44,770 8. 95% 9.16% 9.46%
Finance leases (2) 68,577 43, 108 50,823 9,080 6,022 6,220 13. 24% 13.97% 12.24%
Total loans 2,352,916 1,999, 242 1,909,194 263,059 234,229 228,579 11. 18% 11.72% 11.97%
Total earning assets $4,125,013 $3,403, 819 $2,821,153 $383,362 $334,633 $294,869 9. 29% 9.83% 10.45%

Interest Bearing Liabilities:
Interest bearing checking

accounts $ 140,690 $ 123, 847 $ 116,852 $ 4,931 $ 4,487 $ 4,167 3. 50% 3.62% 3.57%
Savings accounts 413,662 398, 249 400,998 12,381 11,717 12,155 2. 99% 2.94% 3.03%
Certificate accounts 1,373,263 972, 433 985,124 73,177 54,214 55,827 5. 33% 5.58% 5.67%
Interest bearing deposits 1,927,615 1,494, 529 1,502,974 90,489 70,418 72,149 4. 69% 4.71% 4.80%
Other borrowed funds 1,728,913 1,559, 892 1,012,757 92,370 84,460 57,418 5. 34% 5.41% 5.67%
FHLB advances 8,451 4, 515 15,157 471 252 864 5. 57% 5.58% 5.70%
Total interest bearing

liabilities $3,664,979 $3,058, 936 $2,530,888 $183,330 $155,130 $130,431 5. 00% 5.07% 5.15%
Net interest income (1) $200,032 $179,503 $164,438
Interest rate spread (1) 4, 29% 4.76% 5.30%
Net interest margin (1) 4, 85% 5.27% 5.83%

(1) On a tax equivalent basis. The tax equivaléltywas computed dividing the interest rate spmadxempt assets by (dtatutory tax rate
and adding to it the cost of interest bearing liabs. When adjusted to a tax equivalent basmsldg on taxable and exempt assets are
comparative.

(2)Non-accruing loans are included in the averagarizes.
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Part Il 19 99 compared to 1998 1998 compared to 1997

Increase (decrease) Increase (decr ease)
Due to: Due to:
Volum e Rate Total Volume Rate Total

(In thousands)
Earning assets:
Deposits at banks and other

short-term investments $ (52 1)  $(1,057) $(1,578) $(1,377) $ (303) $ (1,680)
Government obligations 5,88 4 (871) 5,013 (5,375) (1,589) (6,964)
Mortgage backed securities 19,12 3 (4,429) 14,694 47,250 (4,729) 42,521
Other investment 2,14 3 (731) 1,412 50 114 164
FHLB stock 41 6 (58) 358 7 66 73
Total investments 27,04 5 (7,146) 19,899 40,555 (6,441) 34,114
Consumer loans (2,56 5) 1,386 (1,179) (7,861) 70 (7,791)
Residential real estate loans 3,71 1 (3,765) (54) 711 612 1,323
Construction loans 7,35 5 9 7,364 839 9 848
Commercial loans 21,21 2 (1,572) 19,640 13,096 (1,628) 11,468
Finance leases 3,46 5 (406) 3,059 (1,011) 811 (200)
Total loans 33,17 8 (4,348) 28,830 5,774 (126) 5,648
Total interest income 60,22 3 (11,494) 48,729 46,329 (6,567) 39,762
Interest bearing liabilities:
Deposits 20,36 8 (297) 20,071 (403) (1,327) (1,730)
Other borrowed funds 9,09 1 (1,181) 7,910 30,323 (3,282) 27,041
FHLB advances 21 9 0 219 (594) (18) (612)
Total interest expense 29,67 8 (1,478) 28,200 29,326 (4,627) 24,699
Change in net interest income $30,54 5 $(10,016) $20,529  $17,003 $(1,940) $15,063

Total interest income includes tax equivalent adpesnts of $14.3 million, $13.3 million and $9.7 loih for 1999, 1998, and 1997,
respectively. On a tax equivalent basis, net istdreome increased to $200 million for 1999 frotr7$.5 million for 1998, and $164.4

million for 1997. The interest rate spread andimetrest margin amounted to 4.29% and 4.85%, réispég for 1999, as compared to 4.76%
and 5.27%, respectively, for 1998 and to 5.30%3B88%, respectively, for 1997. The reduction inititerest rate spread and net interest
margin for 1999 is mainly due to the increase &@#&3 million in the average volume of total investits when compared to the average
volume recorded for 1998. These investments hdower spread than loans without considering theat$f of credit risk. In addition, there
was a reduction of $18.9 million in the averagamot of consumer loans, which provide the highestash but have the highest credit risk in
the portfolio.

1999 compared to 1998

On a tax equivalent basis interest income increbyge®#8.6 million for 1999 as compared to 1998.80ax equivalent basis the yield on
earning assets was 9.29% for 1999 as compare838dfor 1998. The increase in interest income testdm the growth in the average of
interest earning assets of $721.2 million in 1999.

For the loan portfolio, the growth in 1999 of $234illion in the average volume of commercial lo@ingluding commercial real estate
loans) represented an increase of $21.2 millianégome due to volume, partially offset by a redmetof $1.6 million in interest income due
to rate. The average portfolio of construction arcreased by $75.8 million for 1999, represenérpsitive volume variance of $7.4
million. The average portfolio of residential matg loans increased by $37.1 million for 1999, esenting a

20



positive volume variance of $3.7 million. The ayggdinance lease portfolio (mostly composed of comer loans) increased by $25.5 million
in 1999, representing a positive volume variancg®5b million. The decrease of $18.9 million in #heerage volume of consumer loans in
1999 caused a negative variance in interest inaueedo volume of $2.6 million. The increase in toenmercial real estate, construction and
commercial loans portfolio resulted from the Cogiim's strategy to diversify its asset base, whiab concentrated in consumer loans. The
consumer loan portfolio decreased as a resulteofigiiter underwriting policies implemented durit2p7.

For the investment portfolio, the average volumenoftgage backed securities increased by $2611®mih 1999. The tax equivalent yield
on mortgage backed securities was 7.12% in 1999 &% in 1998. The portfolio of mortgage backecusigies contributed $19.1 million in
interest income due to volume net of $4.4 milli@tickase in interest income due to rate. The avenalgee of government obligations
increased by $96 million for 1999 as compared @81 2ausing a total increase in interest incont&samillion.

Interest expense increased by $28.2 million for9189 compared to 1998. This was the result ofrtbeease in the average volume of interest
bearing liabilities of $606 million for 1999 as cpared to 1998 with a volume variance of $29.7 wonilliHowever, the negative variance was
partially offset by a decrease in the cost of i$ébearing liabilities from 5.07% for 1998 to 28@r 1999 causing a positive rate varianc
$1.5 million for 1999 as compared to 1998.

1998 compared to 1997

On a tax equivalent basis interest income increbygegB9.8 million for 1998 as compared to 1997.&0ax equivalent basis the yield on
earning assets was 9.83% for 1998 as compared46%or 1997. The improvement in interest inconas \@ue to the increase in the
average volume of interest earning assets of $582lion.

For the investment portfolio, the average volumenoftgage backed securities increased by $603I&mih 1998. The tax equivalent yield
on mortgage backed securities was 7.50% in 199846 in 1997. The portfolio of mortgage backecusiies contributed $47.3 million in
interest income due to volume net of a $4.7 millil@erease in interest income due to rate. The geeralume of government obligations
decreased by $84.7 million for 1998 as comparek®8¥, resulting in a total decrease in interestrime of $7 million.

For the loan portfolio, the growth in the averagéume of commercial loans (including commercial estate loans) of $140.6 million in
1998 represented an increase of $13.1 milliondonme due to volume, partially offset by a reductid$1.6 million in interest income due to
rate. In 1998 the average volume of residentidlestate and construction loans increased by $@l®mand $8.7 million, respectively,
representing an increase in interest income of 8ill®n and $.8 million, respectively. The decreas $58.3 million in the average volume
of consumer loans caused a negative varianceereisitincome due to volume of $7.9 million. Thegase in the commercial real estate and
commercial loans portfolio was the result of theration's strategy of diversifying its asset baggich was concentrated in consumer
loans. The consumer loan portfolio decreased asudtrof the tighter underwriting policies implenteth during 1997.

Interest expense increased by $24.7 million for81&9 compared to 1997. This results from the iseréathe average volume of interest
bearing liabilities of $528 million for 1998 as cpared to 1997 with a volume variance of $29.3 wonilliHowever, interest expense was
affected by a decrease of eight basis points ictise of interest bearing liabilities from 5.15% 8997 to 5.07% for 1998 causing a positive
rate variance of $4.6 million for 1998 as compared997.
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Provision for Loan Losses

During 1999, the Corporation provided $48 millian foan losses, a significant decrease compar&d@anillion in 1998 and $55.7 million
1997. The provision for loan losses recorded indl@Jlects the improvements in the credit qualftyhe loan portfolio. Net charge offs for
1999 amounted to $44 million, a significant redotcompared to net charge offs for 1998 of $65l8aniand of $53.2 million for 1997. N«
charge offs to average loans outstanding has &ignify improved to 1.87% as compared to 3.29%Ai8% for 1998 and 1997,

respectively.

The allowance activity for 1999, and previous fgaars was as follows:

Year ended December 31, 1999 1998 1997 1996 1995
(Dollars in't housands)

Allowance for loan losses, beginning of period $67,854 $57,712 $55,254 $55,009 $37,413
Provision for loan losses 47,960 76,000 55,675 31,582 30,894
Loans charged off:

Commercial real estate (51) (168) (284) (492) (403)
Commercial (774) (712) (597) (781) (3,299)
Finance leases (793) (3,438) (1,399) (161)

Consumer (52,047) (67,906)  (57,311) (33,295) (10,821)
Recoveries and other adjustments 9,634 6,366 6,374 3,392 1,225
Net charge offs (44,031) (65,858)  (53,217) (31,337) (13,298)
Allowance for loan losses, end of period $71,784 $67,854 $57,712 $55,254  $55,009
Allowance for loan losses to year end total

loans and loans held for sale 2.61% 3.20% 2.95% 2.91% 3.53%
Net charge offs to average loans

outstanding during the period 1.87% 3.29% 2.79% 1.80% .93%

The Corporation maintains the allowance for losssés at a level that Management considers adeualdsorb losses inherent in the loan
portfolio. The adequacy of the allowance for loassks is reviewed on a quarterly basis as pahieoéantinuing evaluation of the quality of
the assets. This evaluation is based upon a nuoflfectors, including the followings:

historical loan loss experience, projected loasdgsloan portfolio composition, current econonainditions, fair value of the underlying
collateral, financial condition of the borrowersgdaas such, includes amounts based on judgmetitsstimates made by Management.

Other Income

The following table presents the composition ofeotimcome.

Year ended December 31, 1999 1998 1997
(In thousands)

Other fees on loans $ 12,887 $11,158 $10,899
Service charges on deposit accounts 8,540 7,844 7,363
Fees on loans serviced for others 864 1,617 2,670
Rental income 2,610 2,292 1,935
Other operating income 6,592 5,137 4,866
Other income before gain on
sale of investments and trading 31,493 28,048 27,733
Gain on sale of investments 1,377 26,827 11,388
Trading (loss) income (8) 3,365 745

Total $32,862 $58,240 $39,866
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Other income primarily consists of service chargesleposit accounts, fees on loans, servicing ikc@mmmissions derived from various
banking activities, the results of trading actegtiand gains on sale of investments.

Other fees on loans consist mainly of credit caebsfand late charges collected on loans. The seiaghis source of income to $12.9 mill
in 1999 from $11.2 million in 1998 and $10.9 mitlim 1997 was due to fees generated on the inagastfolio of commercial loans.

Service charges on deposit accounts represent@ortmmt and stable source of other income for thig@ration. This source of income
increased to $8.5 million in 1999 from $7.8 million1998 and $7.4 million in 1997.

Fees on loans serviced for others primarily refteetservicing fees for the auto loan securitizegiolosed in 1995. It also includes servicing
fees on residential mortgage loans originated abdexjuently securitized. The decrease in this aitdsulue to the continued repayment of
the auto loan portfolio.

The Corporation's second tier subsidiary, Firstsirgaand Rental Corporation, generates income @neliital of various types of motor
vehicles. This source of income has averaged appadgly $2 million in the past three years.

The other operating income category is composa@abus types of service fee such as check feeseartdl of safe deposit boxes. Other
operating income also includes earned discountaxonredits purchased and utilized against incarg@ayments.

Gains on sale of investment securities amount&d # million in 1999, $26.8 million in 1998 and $4 nillion in 1997. These gains reflect
market opportunities that arose and that are is@oance to the Corporation's investment policies.

Other Operating Expense

Other operating expenses amounted to $101.3 mitio999 as compared to $91.8 million for 1998 &88.3 million for 1997. The
following table presents the components of otharating expenses.

Year ended December 31, 1999 1998 1997
(In thousands)

Salaries and benefits $ 48,546 $43,185 $38,644
Occupancy and equipment 20,137 18,155 16,101
Deposit insurance premium 1,096 971 1,040
Other taxes and insurance 5,683 5,607 5,536
Professional and service fees 6,672 5,820 4,883
Business promotion 5,896 5,922 4,993
Communications 4,667 4,330 4,364
Real estate owned operations (303) 42 (22)
Amortization of debt issue costs 612 691 788
Expense of rental equipment 1,478 1,226 1,184
Other 6,789 5,849 5,756

Total $101,273 $91,798 $83,268
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Management's goal has been to make expenditureditbetly contribute to increase the efficiencylgmofitability of the Corporation. This
control over other operating expenses has beempaoriant factor contributing to the increase iméggs in recent years. In 1999, the
Corporation started the implementation of a costroeturing project, which has transformed the afiens and processes toward a more cost
efficient institution. The savings generated by thifort have been invested mainly in new technalddpe Corporation's efficiency ratio,
which is the ratio of other operating expense$iosum of net interest income and other recurriegre, was 46.62% for 1999 as compared
to 46.46% and 45.45% for 1998 and 1997, respewtivel

The increase in operating expenses for 1999 islyntiia result of the investments made in new tetigyg the expansion of the Corporatic
branch network, the acquisition of new businesstaadches and the staffing of the commercial lemtimsiness to support the growth in the
portfolio. During 1999 the Corporation opened a rfellvservice branch and two in-store branchesluly of 1999, the Corporation acquired
the Royal Bank's operations in Puerto Rico inclgdis full service branch in the financial distraftHato Rey. In August of 1999, the
Corporation acquired the credit card portfolio oé$tern Auto. In December of 1999, the Corporatmquaed four branches from CitiBank.
To emphasize the commercial lending area, the Catipn recruited new officers for the originatiohl@ans to the middle market throughout
selected branches. The salary and benefits categasalso affected by increases in salary anddrbvenefits.

The occupancy and equipment category consistspereses associated with premises, office and compgtépment, and other automated
banking equipment. The increase in the past theaesywas the result of the enhancement of hardavatesoftware through system
conversions, which have enabled the Corporatiaffey new products, and improve customer serviakortfolio servicing. Expenses
related to the year 2000 issue also affected Hiimgory (see Year 2000 section).

The increase in the professional and service fasgoay for 1999 is primarily attributed to the ditezhrd processing and assessment fees
resulting from the increase in the credit cardfotic and the increase in the number of accountsagad due to the acquisition of the Wes
Auto portfolio. The increase in credit card feedme exceeded the related processing costs.

Business promotion costs amounted to $5.9 millmmnlB99 as compared to $5.9 million in 1998, andriibon for 1997. Business promotit
expenses have been incurred to increase loan @uditlgolumes. In addition, in 1999 the Corporataumched a distinct publicity campaign
to promote its new "Bonus account" and a corpdratge.

Income Tax Expense

The provision for income tax amounted to $7.3 miill{or 11% of pre-tax earnings) for 1999 as conmpéweb4.8 million (or 8% of pre-tax
earnings) in 1998, and $8.1 million (or 15% of pag-earnings) in 1997. The Corporation has maiethen effective tax rate lower than the
statutory rate of 39% mainly by investing in obtigas and loans exempt from federal and Puerto Ricome tax. For additional information
relating to taxes, see Note 28 of the Corporatifimésicial statements "Income Taxes."
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FINANCIAL CONDITION
The following table presents an average balancet stseof the dates indicated:

December 31, 1999 1998 1997
(In thous ands)

Assets

Interest earning assets:

Deposits at banks and other

short-term investments $ 27,344 $ 40,766 $ 67,969
Government obligations 415,742 319,777 404,517
Mortgage backed securities 1,294,195 1,032,632 428,804
Other investment 18,646 1,150 519
FHLB stock 16,170 10,252 10,150

Total investments 1,772,097 1,404,577 911,959
Consumer loans 1,013,782 1,032,704 1,090,991
Residential real estate loans 327,700 290,564 283,799
Construction loans 94,940 19,169 10,488
Commercial loans 847,917 613,697 473,093
Finance leases 68,577 43,108 50,823

Total loans 2,352,916 1,999,242 1,909,194
Total interest earning assets (1) 4,125,013 3,403,819 2,821,153
Total non-interest earning assets 47,768 89,717 91,355
Total assets $4,172,781 $3,493,536 $2,912,508

Liabilities and stockholders' equity
Interest bearing liabilities:
Interest bearing checking

accounts $ 140,690 $ 123,847 $ 116,852
Savings accounts 413,662 398,249 400,998
Certificate accounts 1,373,263 972,433 985,124
Interest bearing deposits 1,927,615 1,494,529 1,502,974
Other borrowed funds 1,728,913 1,559,892 1,012,757
FHLB advances 8,451 4,515 15,157
Total interest bearing liabilities 3,664,979 3,058,936 2,530,888
Total non-interest bearing liabilities 212,993 182,369 168,515
Total liabilities 3,877,972 3,241,305 2,699,403
Stockholders' equity 294,809 252,231 213,105
Total liabilities and stockholders' equity $4,172,781 $3,493,536 $2,912,508

(1) Net of the allowance for loan losses and tHaat@n on investments securities available foe sal
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Assets

The Corporation's total assets at December 31, a889inted to $4,722 million, $704 million over %017 million at December 31, 1998.
The increase in total assets results primarily ftbengrowth in total loans receivable (net of theveance for loan losses) of $621 million.

The following table presents the composition oflthen portfolio at year-end for each of the lagéfyears.

% of % of % of % of % of
December 31, 1999 Total 199 8 Total 1997 Total 1996 Total 1995 Total
(Dollars in thousands)
Residential real

estate loans $ 473,563 17 $ 30 3,011 14 $ 292,604 15 $ 297,246 16 $ 319,758 21
Commercial real

estate loans 371,643 14 33 2,219 16 306,734 15 256,227 14 210,645 13
Construction loans 132,068 5 6 2,963 3 9,279 1 10,209 1 9,233 1
Commercial loans 655,417 24 36 8,549 17 235,571 12 174,770 9 156,369 10
Total commercial 1,159,128 43 76 3,731 36 551,584 28 441,206 24 376,247 24
Finance leases 85,692 3 5 2,214 3 42,500 2 58,481 3 32,965 2
Consumer loans 1,026,985 37 1,00 1,098 47 1,072,613 55 1,099,141 57 827,636 53
Total $2,745,368 100 $2,12 0,054 100 $1,959,301 100 $1,896,074 100 $1,556,606 100

During 1999 the Corporation continued its stratefygliversifying its loan portfolio composition thugh the origination and purchase of
commercial loans. This resulted in a significatréase of $395.4 million in the commercial loantfmbio. This increase includes
approximately $90 million in commercial loans puashd from Royal Bank of Puerto Rico. Residential estate loans increased in 1999 by
$170.6 million as a result of new resources addetis line of business. Finance leases, whichrarstly composed of loans to individuals to
finance the acquisition of an auto, increased B/%&illion. Consumer loans increased by $25.9iomilin 1999 as a result of the acquisition
of a $42 million credit card portfolio from Westefuto, offset by a decrease in the rest of thefpliotof $16.1 million.
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The Corporation's investment portfolio at Decener1999 amounted to $1,811 million, in line witle investment portfolio of $1,801
million at December 31, 1998.

The composition and tax equivalent weighted avernaigeest rates of the Corporation's earning asgddecember 31, 1999 were as follows:

Amount Weighted
(In thousands) Average Rate
Money market instruments $ 35,217 4.64%
Government obligations 437,705 6.74%
Mortgage backed securities 1,223,873 7.20%
FHLB of N.Y. stock 17,827 6.81%
Other investment 96,541 7.33%
Total investments 1,811,163 7.04%
Consumer loans 1,026,985 15.02%
Residential real estate loans 473,563 8.94%
Construction loans 132,068 8.88%
Commercial and commercial real estate loans 1,027,060 8.15%
Finance leases 85,692 12.41%
Total loans(1) 2,745,368 11.02%
Total earning assets $ 4,556,531 9.44%

(1) Excludes the reserve for loan losses. Genenadig-accruing loans were included in this analgsi# they were accruing interest.
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Non-performing Assets

Total non-performing assets are the sum of nonu@tngioans, OREQ's and other repossessed propeMi@saccruing loans are loans as to
which interest is no longer being recognized. Wioams fall into non-accruing status, all previouatcrued and uncollected interest is
charged against interest income.

At December 31, 1999, total non-performing assetsumted to $57 million (1.22% of total assets) @mpared to $63 million (1.57% of total
assets) at December 31, 1998 and $63 million (1.8Bdtal assets) at December 31, 1997. The Cotipota reserve to noperforming loan:
was 133.4% at December 31, 1999 as compared t&%l1&nd 109.0% at December 31, 1998 and 1997, rixagligc

Past due loans are loans delinquent 90 days or asaie principal and/or interest, and still accguimterest.

The following table presents non-performing asaetbe dates indicated. The presentation of pemierming assets was changed for 1999
previous four years to exclude past due and stiliidng loans to conform it to the industry praetic

December 31, 1999 1998 1997 1996 1995
(Dollars i n
thousands)
Non-accruing loans:
Residential real estate $ 8,633 $ 9,151 $ 6,963 $ 8,814 $ 9,309
Commercial and commercial real estate 17,975 19,355 16,869 11,568 18,979
Finance leases 2,482 1,716 4,560 5,125 297
Consumer 24,726 26,736 24,547 25,655 26,085
53,816 56,958 52,939 51,162 54,670
Other real estate owned (OREO) 517 3,642 1,132 1,696 2,991
Other repossessed property 3,112 2,277 8,702 7,566 3,132
Total non-performing assets $57,445 $62,877 $62,773 $60,424 $60,793
Past due loans $13,781 $15,110 $11,544 $ 9,752 $ 5,544
Non-performing assets to total assets 1.22% 1.57% 1.89% 2.14% 2.50%
Non-performing loans to total loans 1.96% 2.69% 2.70% 2.70% 3.51%
Allowance for loan losses $71,784 $67,854 $57,712 $55,254 $55,009
Allowance to total non-performing loans 133.39% 119.13% 109.02% 108.00% 100.62%
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Non-accruing Loans

Residential Real Estate Loans - The Corporatiosstfies all real estate loans delinquent 90 dayaare in non-accruing status. Even though
these loans are in non-accruing status, Manageocoastders based on the value of the underlyingtatl and the loan to value ratios, that
no material losses will be incurred in this poiitioManagement's understanding is based on thericiat experience of the Corporation. Non-
accruing real estate loans amounted to $8.6 mi{llo82% of total residential real estate loand)etember 31, 1999, as compared to $9.2
million (3.02% of total residential real estaterispand $7 million (2.38% of total residential reatate loans) at December 31, 1998 and :
respectively.

Commercial Loans The Corporation places all commercial loans (iditly commercial real estate and construction lo@f@gjays delinquel

as to principal and interest in non-accruing stafine risk exposure of this portfolio is diversdfieNon-accruing commercial loans amounted
to $18.0 million (1.55% of total commercial loarm$)December 31, 1999 as compared to $19.4 milkdsB%6 of total commercial loans) and
$16.9 million (3.06% of total commercial loans)December 31, 1998 and 1997, respectively. At Deeer@b, 1999, there was only one non-
accruing commercial loan of over $1 million, whisha $2.6 million loan, partially secured by invanyt accounts receivable and real estate
collateral.

Finance Leases - Finance leases are classifiednaaatruing when they are delinquent 90 days oemgon-accruing finance leases
amounted to $2.5 million (2.90% of total financades) at December 31, 1999, compared to $1.7 m{#®9% of total finance leases) at
December 31, 1998, and $4.6 million (10.73% ofltiteance leases) at December 31, 1997.

Consumer Loans - Consumer loans are classified@socruing when they are delinquent 90 days in,&xdat and home equity reserve
loans, 120 days in personal loans (including sioaths) and 180 days in credit cards and persames of credit.

Non-accruing consumer loans amounted to $24.7 mi(llo41% of the total consumer loan portfolio) at Bdber 31, 1999, $26.7 million (or
2.67% of the total consumer loan portfolio) at Daber 31, 1998 and $24.5 million (or 2.29% of thealtoonsumer loan portfolio) at
December 31, 1997. The decrease in the ratio awodiainof non-accruing loans was the result of theraement on the credit quality of the
portfolio. This improvement resulted in a decreiaseharge off of consumer loans to $52 million B2 from $67.9 million in 1998, and
$57.3 million in 1997.

Other Real Estate Owned (OREO)

OREO acquired in settlement of loans is carrieth@iower of cost (carrying value of the loan) air fvalue less estimated cost to sell off the
real estate at the date of acquisition.

Repossessed Property

The Repossessed Property category includes regesssksats and autos acquired in settlement of IGteossessed boats are recorded at th
lower of cost or estimated fair value. Reposseaskds are recorded at the principal balance olioues less an estimated loss on the
disposition of certain units.

Past Due Loans

Past due loans are accruing commercial and condoanes, which are contractually delinquent 90 darysore. Past due commercial loans
are current as to interest but delinquent in thergnt of principal. Past due consumer loans inchetsonal lines of credit and credit card
loans delinquent 90 days up to 179 days and perkmares (including small loans) delinquent 90 dapgo 119 days.
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Sources of Funds

The Corporation's principal funding sources arebinabased deposits, institutional deposits, fedarals purchased, securities sold under

agreements to repurchase, and notes.

Deposits

Total deposits amounted to $2,565 million at Decendi, 1999, as
1997, respectively.

The following table presents the composition oftateposits.

compared to $1,775 million and%& 18illion at December 31, 1998 a

December 31, 1999 1998 199 7
(Dollars in thousands)

Savings accounts $ 447,946 $ 416,424 $ 403, 129
Interest bearing checking accounts 162,601 130,883 121, 452
Certificates of deposit 1,742,978 1,054,634 929, 955
Interest bearing deposits 2,353,525 1,601,941 1,454, 536
Non-interest bearing deposits 211,896 173,104 140, 099

Total $ 2,565,421 $1,775,045 $1,594, 635
Weighted average rate during the

period on interest bearing deposit 4.69% 4.71% 4. 80%
Interest bearing deposits:

Average balance outstanding $ 1,927,614 $1,494,529 $1,502, 975
Non-interest bearing deposits:

Average balance outstanding 179,478 145,357 127, 256

Total deposits are composed of branch-based depusitinstitutional deposits. Institutional depositclude brokered certificates of deposits

and certificates issued to agencies of the GovenhofePuerto Rico.

Total interest bearing deposits increased by $7&ill®n at December 31, 1999 when compared to Ddwe 31, 1998. This fluctuation was

mainly due to:
(1) an increase in branch-based deposits of $2@8lidn; (2) an incr

ease of $560 million in brokereertificates of deposits; net of (3) a

decrease of $10 million in certificates issueddtporations operating under Internal Revenue Cadi@ 936; and (4) a decrease of $5.0
million in certificates issued to the agencieste# Government of Puerto Rico.

Nor-interest bearing deposits increased by $38.8anilln 1999. The increase in total branch basedslepiocludes the deposits of the five

branches acquired from other financial institutions

Borrowings

At December 31, 1999 total borrowings amountedt@®4 million as compared to $1,931 million and4$8, million at December 31, 1998

and 1997, respectively. The following table presehé composition

December 31,

Federal funds purchased and securities
sold under agreements to repurchase

Other short term borrowings

Advances from FHLB

Notes payable

Subordinated notes

Total

Weighted average rate during the period

of borrowings.

1999 1998 1997
(Dollars in thousands )
$1,452,151 $1,623,698 $ 965,869
152,484 86,595 231,505
50,000 2,600 29,000
55,500 118,100 132,350
93,594 99,496 99,423
$1,803,729 $1,930,489 $1,458,147
5.34% 5.41% 5.67%
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The Corporation uses federal funds purchased, cbpae agreements, advances from FHLB and noteblpagsmadditional funding sources.
The borrowings of the Corporation consist primadfyffederal funds purchased and securities sol@éuadreements to repurchase (repurc
agreements) which at December 31, 1999 amount®tl,&52.2 million or 81% of total borrowings. Repuaise agreements had a total
weighted average cost of 5.07%, during the yeae@imkcember 31, 1999. For more information on lwairrgs please refer to Notes 20
through 24 of the Corporation's financial stateraent

The composition and weighted average interest dtegerest bearing liabilities at December 3199 9were as follows:

Amount Weighted
(In thousands) Average rate
Interest bearing deposits $2,353,525 4.94%
Borrowed funds 1,803,729 5.60%

Capital

During 1999, the Corporation increased its totgiteh from $270.4 million at December 31, 1998 £94.9 million at December 31, 1999.
Total capital increased by $24.5 million due tonéags of $62.1 million, the issuance of 3,600,008rss of preferred stock at $86.9 million,
the issuance of 13,000 shares of common stock ghrthe exercise of stock options at a cost of 81, reduced by the repurchased shares
of common stock at a total cost of $32.5 million,uarealized loss on investment securities avail&il sale of $77.4 million and cash
dividends of $14.7 million.

The Corporation's objective is to maintain a solgital position above the "well capitalized" cifisation under the federal banking
regulations. The Corporation continues to exceedntbll capitalized guidelines. To be in a "well italized" position, an institution should
have:

(i) a leverage ratio of 5% or greater; (ii) a taiak based capital ratio of 10% or greater; aiifgiTier 1 risk-based capital ratio of 6% or
greater. At December 31, 1999 the Corporation hiaderage ratio of 7.47%; a total risk based chpéitio of 16.16%; and a Tier 1 risk-based
capital ratio of 11.64%.

Dividends

In 1999, 1998 and 1997 the Corporation declareddoarterly cash dividends of $0.09, $0.075 an@&@er common share, respectively, for
an annual dividend of $0.36, $0.30 and $0.24, wismdy. Total cash dividends paid on common sharaeunted to $10.4 million for 1999
(or a 17.96% dividend payout ratio), $8.9 milliar 1998 (or a 17.12% dividend payout ratio) an@$illion for 1997 (or a 15.14%

dividend payout ratio). Dividends declared on pmefé stock amounted to $4.3 million in 1999.

Year 2000

The transition to the year 2000 occurred as exgegtthout any significant problems on the Corpama’s computer systems or any other date
sensitive operating equipment. The expenses indtioreomply with the year 2000 date change amoutateghproximately $1.4 million for
the year 1999 and $650,000 for the year 1998.

Asset/Liability Management

The Corporation has a formal system of interest riak management. Management recognizes thatyitsmaetimes be necessary to forego
earning opportunities in order to maintain a staltleam of net interest income as interest rasesamd fall.

Management monitors the Corporation's interestrigkeposition primarily through computer simulatfoof the effect of rising and falling
interest rates on net interest income. Two sessnofilations are carried out, both of which covéwra year time horizon: one assuming a flat
balance sheet with a constant asset/liability mict another assuming a balance sheet which grovesding to expected loan originations ¢
funding. These simulations also incorporate expmectanges in prepayment rates as interest ragesnigll, repricing characteristics of
variable rate assets and liabilities, current axgketed lending rates, funding sources and coster@actors, which may be potentially
important in determining the future growth of natierest income (i.e. planned securitizations agidity requirements), are considered in
these simulations.
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Management also uses one year GAP analysis a®adsag technique for evaluating interest rate rfidie Corporation's one year GAP
fluctuated between a negative 2% and a negative &/@sets during 1999. Management considerstibatinges of the GAP ratio achieved
during 1999 are adequate, considering the Cormaratnet interest margin and capital ratios.

The Corporation's interest rate risk position isaswed on a quarterly basis and is evaluated bfdket Liability Management and
Investment Committee. This Committee is in chaegeong other things, of informing Management asigodurrent levels of interest rate risk
and, when necessary, managing the repricing oftrporation's assets, liabilities and off balartoeet contracts to maintain that risk at
reasonable and prudent levels.

Liquidity

Liquidity refers to the level of cash and eligiil@estments to meet loan and investment commitmentential deposit outflows and debt
repayments. The Asset Liability Management anddtment Committee, using measures of liquidity depetl by Management reviews the
Corporation's liquidity position and liquidity tatp on a weekly basis.

The principal sources of shagrm funds are loan repayments, deposits, secustilel under agreements to repurchase, and lineedit with
the FHLB and other financial institutions. The Istraent Committee reviews credit availability oregular basis. In addition, the Corporat
has securitized and sold auto and mortgage loasspgdementary sources of funding. Commercial phpsralso provided additional fundi
The Corporation has obtained long-term fundinguhiothe issuance of notes and long-term institatioprtificates of deposit. The
Corporation's principal uses of funds are the adton of loans and the repayment of maturing dépasounts and borrowings.

Impact of Inflation and Changing Prices

The financial statements and related data presémedin have been prepared in conformity with galheaccepted accounting principles,
which require the measurement of financial posiod operating results in terms of historical dsllaithout considering changes in the
relative purchasing power of money over time duifiation.

Unlike most industrial companies, substantiallyadithe assets and liabilities of a financial ington are monetary in nature. As a result,
interest rates have a greater impact on a finaim@titution's performance than the effects of gahlevels of inflation. Interest rate
movements are not necessarily correlated with aksmimgthe prices of goods and services.

Market Prices and Stock Data

The Corporation's common stock is traded in the Newk Stock Exchange (NYSE) under the symbol FBR.B@cember 31, 1999, there
were 641 holders of record of the Corporation's mam stock.

The following table sets forth the high and lowces of the Corporation's common stock for the plsriadicated as reported by the NYSE.
Common stock prices were adjusted to give retreacffect to the stock split declared in May 1998.

Quarter ended High Low
1999:

December $22.81 $ 19.25
September 24.75 19.75
June 28.50 22.00
March 30.38 22.69
1998:

December $30.50 $ 21.38
September 29.50 23.63
June 29.63 22.72
March 23.88 16.50
1997:

December $18.82 $ 15.13
September 17.75 12.53
June 13.63 11.69
March 14.38 12.50
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QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

First BanCorp manages its asset/liability positionrder to limit the effects of changes in inténedes on net interest income, subject to other
goals of Management and within guidelines set fbgtthe Board of Directors.

The day-to-day management of interest rate riskyedkas liquidity management and other relatedtenst is assigned to the Asset Liability
Management and Investment Committee (ALCO). The ALE composed of the following officers: Presidentt CEO, Senior Executive
Vice President/Chief Financial Officer, Senior Extree Vice President/Chief Lending Officer, ExesetiVice President and President of
Money Express, Senior Vice President/Investmemid the Economist. The ALCO meets on a weekly bdsis.Economist also acts as
secretary, keeping minutes of all meetings.

Committee meetings focus on, among other thingsentiand expected conditions in world financiarkess, competition and prevailing
rates in the local deposit market, reviews of liifyi, unrealized gains and losses in securitierreor proposed changes to the investment
portfolio, alternative funding sources and theistsphedging and the possible purchase of deremguch as swaps and caps, and any tax or
regulatory issues which may be pertinent to thesasa The ALCO approves pricing and funding deossio the light of the Corporation's
overall growth strategies and objectives. On atgulgrbasis the ALCO performs a comprehensive #sgslity review, examining the
measures of interest rate risk described belowtbegevith other matters such as liquidity and capit

The Corporation uses simulations to measure tleetsfbf changing interest rates on net interesinmec These measures are carried out ir
ways, assuming upward and downward interest rateements of 200 basis points:

(1) using a balance sheet which is assumed tabatfthe levels existing on the simulation date, a
(2) using a balance sheet which has growth pat@rdsstrategies similar to those which have ocdumehe recent past.

Assuming a flat balance sheet, tax equivalentntetést income for the twelve months following Dmber 31, 1999 and 1998 would be
$203.3 million and $207.1 million, respectivelyden flat rates, $183.5 million and $185.4 millieespectively, under rising rates, and $2.
million and $211.0 million, respectively, underliiad) rates. Assuming a growing balance sheet, gaxvalent net interest income for 1999
would be $213.5 million under flat rates (1998 082 million), $192.9 million under rising rate9@8 - $188.3 million) and $228.4 million
under falling rates (1998 - $212.5 million). Thesmulations do not represent what actual resultsladvbe, since interest rate risk
management is dynamic, and can be adjusted degeadithe committee's interest rate outlook.

These simulations assume gradual upward or downmasegments of interest rates over one year, withcttange totaling 200 basis points at
the end of the twelve month period. The balancetsisedivided into groups of similar assets andilites in order to simplify the process of
carrying out these projections. As interest raiss or fall, these simulations incorporate expeftéare lending rates, current and expected
future funding sources and cost, the possible é&ef options, liquidity requirements, and othesetbrs which may be important in
determining the future growth of net interest ine®@nly interest and fee income is included in ¢h@®jections; profits on the sale of assets
are excluded. All computations are done on a taxvedent basis, including the effects of the chaggiost of funds on the taxempt spreac

of certain investments. The projections are camigtdfor First BanCorp on a fully consolidated lsasi

These simulations are highly complex, and theymary simplifying assumptions which are intendeceftect the general behavior of the
Corporation over the period in question, but treze be no assurance that actual events will phth#ise assumptions in all cases. For this
reason, the results of these simulations are @pycximations of the true sensitivity of net intgrancome to changes in market interest rates.
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PricewaterhouseCoopers

PricewaterhouseCoopers LLP
PO Box 363566
San Juan PR 00936-3566
Telephone (787) 754-9090

Report of Independent Accountants
To the Board of Directors and Stockholders of FirsBanCorp:

In our opinion, the accompanying consolidated stetgts of financial condition and the related coigstéd statements of income,
comprehensive income, changes in stockholderstye@uid cash flows present fairly, in all materedpects, the financial position of First
BanCorp and its subsidiaries at December 31, 1869898, and the results of their operations aait tash flows for each of the three years
in the period ended December 31, 1999 in conformitly accounting principles generally acceptechim Wnited States. These financial
statements are the responsibility of the Compangisagement; our responsibility is to express aniopion these financial statements based
on our audits. We conducted our audits of thedersiants in accordance with auditing standards gdperccepted in the United States,
which require that we plan and perform the auddhitain reasonable assurance about whether thecfalastatements are free of material
misstatement. An audit includes examining, on Blasis, evidence supporting the amounts and digids in the financial statements,
assessing the accounting principles used and &igntfestimates made by management, and evaluagngverall financial statement
presentation. We believe that our audits providessonable basis for the opinion expressed above.

/sl Pricewat erhouseCoopers LLP
February 25, 2000

CERTI FI ED PUBLI C ACCOUNTANTS

(OF PUERTO RI CO)

Li cense No. 216 Expires Dec. 1, 2001
Stanp 1603154 of the P.R Society of
Certified Public Accountants has been
affixed to the file copy of this report
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FIRST BANCORP

CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

Assets
Cash and due from banks

Money market instruments

Investment securities available for sale, at market
United States and Puerto Rico Government obliga
Mortgage backed securities
Other investments

Total investment securities available for s

Investment securities held to maturity, at cost:
United States and Puerto Rico Government oblig
Mortgage backed securities

Total investment securities held to maturit
Federal Home Loan Bank (FHLB) stock

Loans held for sale
Loans receivable

Total loans
Allowance for loan losses

Total loans - net

Other real estate owned

Premises and equipment - net
Accrued interest receivable

Due from customers on acceptances
Other assets

Total assets

Liabilities and Stockholders' Equity
Liabilities:
Non-interest bearing deposits
Interest bearing deposits
Federal funds purchased and securities
sold under agreements to repurchase
Other short-term borrowings
Advances from FHLB
Notes payable
Bank acceptances outstanding
Accounts payable and other liabilities

Subordinated notes

Stockholders' equity:
Preferred Stock, authorized 50,000,000 shares:
outstanding 3,600,000 shares at $25.00 liquida
per share

Common stock, $1.00 par value, authorized 250,0
issued 29,612,552 shares
Less: Treasury Stock (at par value)

Common stock outstanding

Additional paid-in capital

Capital reserve

Legal surplus

Retained earnings

Accumulated other comprehensive income - unreal
on securities available for sale, net of ta

Contingencies and commitments
Total liabilities and stockholders' equity

The accompanying notes are an integral part of thes

December 31,
1999 19

$ 58,267,929 $ 39,416

35,217,064 525
tions 340,356,015 268,611
1,017,176,782 1,492,538

96,541,374 1,620

ale 1,454,074171 1,762,770

ations 97,349,381 26,921
206,696,658

y 304,046,039 26,921
17,826,500 10,270
37,794,078 20,641

2,707,574,019 2,099,412

2,745368,097 2,120,054
(71,784,237) (67,854

2,673,583,860 2,052,200

517,405 3,642
61,947,817 51,537
17,917,526 10,738
2,738,176 2,392
95,431,678 56,937

$4,721,568,165 $4,017,352

$ 211,896,459 $ 173,103
2,353,525,177 1,601,941

1,452,151,222 1,623,697

152,484,084 86,594
50,000,000 2,600
55,500,000 118,100

2,738,176 2,392
54,776,718 39,058

4,333,071,836 3,647,488

93,594,080 99,495
issued and
tion value
90,000,000
00,000 shares;
29,612,552 29,599
(1,552,000) (100
28,060,552 29,499
19,863,466 23,575
40,000,000 30,000
126,792,514 53,454
58,834,676 125,088
ized gain (loss)
X (68,648,959) 8,749
294,902,249 270,368

$4,721,568,165 $4,017,352

e statements.

,097

,836

,836
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FIRST BANCORP

CONSOLIDATED STATEMENTS OF INCOME

Interest income:
Loans
Investment securities
Short-term investments
Dividends on FHLB stock

Total interest income

Interest expense:
Deposits
Short-term borrowings
Notes payable
Advances from FHLB

Total interest expense
Net interest income
Provision for loan losses

Net interest income after provision for loan losses

Other income:
Other fees on loans
Service charges on deposit accounts
Trading (loss) income
Fees on loans serviced for others
Gain on sale of investments
Rental income
Other operating income

Total other income

Other operating expenses:
Employees' compensation and benefits
Occupancy and equipment
Taxes and insurance
Net (gain) cost of operations and disposition of
other real estate owned
Amortization of debt issuance costs
Other

Total other operating expenses
Income before income tax provision
Income tax provision

Net income

Earnings per common share - basic
Earnings per common share - diluted

The accompanying notes are an integral part of thes

Year ended December 31,

1999

1998

$260,741,177

$231,513,730 $2

106,770,856 88,312,096
450,248 729,417
1,100,823 743,161
369,063,104 321,298,404 2
90,489,121 70,418,359
79,455,499 69,494,151
12,914,538 14,965,751
470,590 251,707
183,329,748 155,129,968 1
185,733,356 166,168,436 1
47,960,500 76,000,000
137,772,856 90,168,436
12,886,541 11,157,852
8,540,291 7,843,837
(7,946) 3,364,843
864,278 1,617,292
1,376,672 26,827,417
2,609,657 2,291,814
6,592,940 5,136,795
32,862,433 58,239,850
48,545,839 43,185,324
20,137,354 18,154,663
6,778,354 6,577,894
(303,359) 42,359
612,404 691,411
25,501,303 23,146,048
101,271,895 91,797,699
69,363,394 56,610,587
7,288,445 4,798,200
$62,074,949 $51,812,387  $
$2.00 $1.75

$1.98 $1.74

e statements.
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25,524,452

55,310,691

3,654,806
670,156

72,147,084

39,460,518

17,958,092
863,599

54,730,812

55,675,500

10,898,586
7,363,369
744,789
2,669,673
11,388,137
1,935,169
4,865,788

38,644,042
16,101,054
6,575,896

(21,128)
787,745
21,180,662

55,652,552
8,125,000



CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from (for) operating activities:
Net income

Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation
Provision for loan losses
Increase in taxes payable
Increase in deferred tax asset
(Increase) decrease in accrued interest receiva
Increase (decrease) in accrued interest payable
Amortization of deferred loan fees (costs)
Net gain on sale of investments securities
Originations of loans held for sale
Proceeds from sale of loans
Decrease in other assets
Increase (decrease) in other liabilities

Total adjustments
Net cash provided by operating activities

Cash flows from (for) investing activities:
Principal collected on loans
Loans originated
Purchase of loans
Sales of investment securities
Purchase of securities held-to-maturity
Purchases of securities available-for-sale
Principal repayments and maturities of securities
Principal repayments of securities available-for-
Additions to premises and equipment
Purchase of FHLB stock

Net cash used by investing activities

Cash flows from (for) financing activities:
Net increase (decrease) in deposits
Net increase (decrease) in federal funds purchase
securities sold under repurchase agreements
Net increase (decrease) in other short-term borro
FHLB-N.Y. advances taken/paid
Payments of notes payable
Decrease (increase) in debt securities issuance ¢
Dividends
Repurchase of common stock
Issuance of preferred stock
Treasury stock acquired
Exercise of stock options

Net cash provided by financing activities

Net increase (decrease) in cash and cash equivale
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year
Cash and cash equivalents include:

Cash and due from banks
Money market instruments

The accompanying notes are integral part of these s

FIRST BANCOR

P

Year ended Decem

1999 19
$ 62,074,949 $ 51
7,645,035 7
47,960,500 76
2,345,647 3
(6,702,849) (11
ble (7,179,454) 2
10,056,988 1
(680,735)
(1,376,673) (26
(18,222,990) 9
1,266,787
12,950,921 20
5,012,929 1
66
118
719,964,127 559
(1,270,442,873) (797
(118,603,000) @
9,630,866 302
(277,624,203)
(6,069,805,410) (6,899
held-to-maturity 500,000 34
sale 6,267,048,544 6,061
(18,055,660) (10
(7,555,900)
(764,943,509) (750
790,376,740 180
d and
(172,898,023) 654
wings 65,889,375 (144
47,400,000 (26
(68,501,750) (14
ost 1,211,219 @
(14,657,799) 8
(€]
86,850,217
(32,510,611) 2
176,313
703,335,681 634
nts 53,543,227 1
39,941,766 38
$ 93,484,993 $ 39
$ 58,267,929 $ 39
35,217,064
$ 93,484,993 $ 39
tatements.

39

ber 31,
98

1997

,812,387 $ 47,527,552

,827,866 7,281,936
,000,000 55,675,500
/454,049 1,464,869
454,033)  (1,765,992)
297,862 (3,843,610)
072,485  (2,371,552)
881,411 (30,868)
827,417)  (11,388,137)
,086,622)  (7,668,575)
1,249,543
776,413 48,813,231
718242 (3,157,333)
660,256 84,259,012
472,643 131,786,564
726,839 661,129,038
,256,751)  (819,802,988)
,330,497)
,128,585 118,004,497
(18,837,919)
,653,771)  (8,185,668,960)
782,596 27,591,758
838,410  7,518,487,101
,017,891)  (6,739,859)
(120,300)
,802,780)  (705,837,332)
410,210 (109,290,923)
760,505 381,012,600
910,185) 231,504,896
,400,000) 14,900,000
,177,660)  (54,010,993)
,049,270) 957,972
870,832)  (7,197,417)
,656,420)  (6,899,822)
,211,250)
196,501 382,249
091,599 451,358,562
761,462 (122,692,206)
,180,304 160,872,510
,041,766$ 38,180,304
416,097 $ 37,666,068
525,669 514,236
041,766 $ 38,180,304




FIRST BANCORP

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

Preferred  Comm
stock stoc
December 31, 1996 $ $15,11
Net income
Change in valuation of
securities available for sale
Addition to legal surplus
Addition to capital reserve
Repurchase of common stock (24
Stock option exercised 3
Cash dividends-common stock

December 31, 1997 14,90

Net income
Change in valuation of
securities available for sale
Addition to capital reserve
Repurchase of common stock (10
Treasury stock (a0
Stock option exercised 1
Cash dividends-common stock
Common stock split

on May 29, 1998 14,79
December 31, 1998 29,49
Net income

Change in valuation of
securities available for sale
Issuance of preferred stock 90,000,000
Addition to legal surplus
Addition to capital reserve
Treasury stock (1,45
Stock options exercised 1
Cash dividends:
Common stock
Preferred stock

December 31, 1999 $90,000,000 $28,06

The accompanying notes are an integral part of thes

Additional
on paid-in  Capital Legal
k capital reserve surplus

6,651 $ 38,599,962 $10,000,000 $49,106,995

4,347,474
10,000,000
7,825)  (495,650)
3,000 349,249

1,826 38,453,561 20,000,000 53,454,469

10,000,000
8,800)  (217,600)
0,000)  (50,000)
0,000 186,501

6,526 (14,796,526)

9,652 23,575,936 30,000,000 53,454,469

(3,149,783)
73,338,045
10,000,000
2,000)  (726,000)
3,000 163,313

0,552 $19,863,466 $40,000,000 $126,792,514

e statements.
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Unrealized

gain (loss)on

securities
Retained available
earnings for sale
$77,711,586 $ 607,119
47,527,552

11,424,325
(4,347,474)
(10,000,000)
(6,156,347)

(7,197,417)

97,537,900 12,031,444
51,812,387

(3,281,513)
(10,000,000)
(3,330,024)
(2,061,250)

(8,870,832)

125,088,180 8,749,931

62,074,949
(77,398,890)

(73,338,045)
(10,000,000)
(30,332,611)

(10,382,797)
(4,275,000)

$ 58,834,676 $(68,648,959)




Net income

Other comprehensive income net of tax:
Unrealized (losses) gains on securities:
Unrealized holding (losses) gains

arising during the period
Less: reclassification adjustment
for gains included in net income

Total other comprehensive (loss) income

Comprehensive (loss) income

The accompanying notes are an integral part of thes

FIRST BANCORP
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year ended December 31,

1999 1998
$62,074,949 $51,812,387
(76,501,672) 8,102,283

897,218 11,383,796
(77,398,890) (3,281,513)
$(15,323,941) $48,530,874

e statements.
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FIRST BANCORP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 - Nature of Business

First BanCorp (the Corporation) was incorporateddamtober 1st, 1998 under the laws of the CommontWedlPuerto Rico to serve as the
bank holding company for FirstBank Puerto RicogiBank or the Bank). As a result of this reorgatiiraeach of the Bank's outstanding
shares of common stock was converted into one slia@mmon stock of the new bank holding compaiigtBanCorp is subject to the
Federal Bank Holding Company Act and to the regutet supervision, and examination of the FedeesdRve Board.

FirstBank, the Corporation's subsidiary, is a comuiaébank chartered under the laws of the Commaittiveof Puerto Rico. Its main office is
located in San Juan, Puerto Rico, and has 45dunlice banking branches in Puerto Rico and threkdrl).S. Virgin Islands. It also has loan
origination offices in Puerto Rico focusing on comer loans and residential mortgage loans. In mxcdithrough its wholly owned
subsidiaries, FirstBank operates other officesuar® Rico specializing in small personal loansafice leases and vehicle rental. The Bank is
subject to the supervision, examination and reguiaif the Office of the Commissioner of Finandiadtitutions of Puerto Rico and the
Federal Deposit Insurance Corporation (FDIC), whidures its deposits through the Savings Assatidtisurance Fund (SAIF).

Note 2 - Summary of Significant Accounting Policies

The accounting and reporting policies of the Casion and its subsidiaries conform with generatlgepted accounting principles, and, as
such, include amounts based on judgments, estiraattassumptions made by Management that affecefueted amounts of assets and
liabilities and contingent assets and liabilitieshe date of the financial statements and therted@mounts of revenues and expenses during
the reporting periods. Actual results could diffem those estimates. Following is a descriptiothef more significant accounting policies
followed by the Corporation:

Principles of consolidation

The consolidated financial statements include tu®ants of the Corporation and its subsidiaridgyfalvhich are wholly owned. All
significant intercompany balances and transacti@ve been eliminated in consolidation.

Statement of cash flows
For purposes of reporting cash flows, cash and egslvalents include cash on hand, amounts due lf\amks and money market instrume
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Segments of the Corporation and related information

Operating segments are components of the Corpaoratiout which separate financial information isilade based on which Management
makes operating decisions and assesses performance.

Securities purchased under agreements to resell

The Corporation enters into purchases of securitiger agreements to resell the same securitiesuAta advanced under these agreements
represent short-term loans and are reflected &tsaissthe statements of financial condition. Thoep@ration monitors the market value of the
underlying securities as compared to the relateéivable, including accrued interest, and requaditttional collateral where deemed
appropriate.

Investment securities
The Corporation classifies its investments in detat equity securities into one of three categories:

Held to maturity - Securities for which the entitgs the positive intent and ability to hold to négu These securities are carried at amortized
cost.

Trading - Securities that are bought and held padty for the purpose of selling them in the neEmm. These securities are carried at fair
value, with unrealized gains and losses reporteghinings.

Available for sale - Securities not classified r@sling or as held to maturity. These securitiexarged at fair value, with unrealized holding
gains and losses net of estimated tax effect, deddrom earnings and reported in other comprekieristome as a separate component of
stockholders' equity.

Premiums and discounts are amortized as an adjostmeterest income over the life of the relasedurities using a method that
approximates the interest method. Realized gaihssses on securities are reported in earnings 'Vdbmputing realized gains or losses, the
cost of securities is determined on the specifniiication method.
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Loans and allowance for loan losses

Loans are stated at their outstanding balancaulesarned interest and net deferred loan origindéea and costs. Unearned interest on
installment loans (i.e., personal and auto) isgaced as income under a method which approxinthtemterest method.

Loans on which the recognition of interest incoras heen discontinued are designated as non-accilimgn loans are placed on non-
accruing status, any accrued but uncollected isténeome is reversed and charged against inteestne.

Consumer loans are classified as non-accruing whenare delinquent:

90 days or more for auto, boat and home equityvedeans, 120 days or more for personal loans1&@ddays or more for credit cards and
personal lines of credit. Commercial and mortgagas$ are classified as non-accruing when theyeeqdient 90 days or more. This policy
is also applied to all impaired loans.

The Corporation provides for estimated losses ortgage, commercial and consumer loans upon an ati@tuof the risk characteristics of
said loans, loss experience, economic conditiodsodimer pertinent factors. Loan losses are chaageldecoveries are credited to the
allowance for loan losses.

Loan origination fees and costs

Loan origination fees and costs incurred in thginédtion of loans are deferred and amortized usiegnterest method or under a method that
approximates the interest method over the lifdhefloans as an adjustment to interest income. ViHean is paid off or sold, any
unamortized net deferred fee (cost) balance isted¢charged) to income.

Other real estate owned

Other real estate owned, acquired in settlemelttanfs, is carried at the lower of cost (carryinfueaof the loan) or fair value minus estima
cost to sell of the real estate at the date ofia@topn. Subsequent to foreclosure, gains or losssslting from the sale of these properties and
losses recognized on the periodic reevaluatiortisesfe properties are credited or charged to né{gai) of operations and disposition of
other real estate owned. The cost of maintainihaperating these properties is expensed as irturre
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Premises and equipment

Premises and equipment are carried at cost lessnatated depreciation. Depreciation is providedtanstraight-line method over the
estimated useful lives of the individual assetdhuuit exceeding 40 years. Depreciation of leaseingidovements is computed on the straight-
line method over the terms of the leases or estithaseful lives of the improvements, whichevemisrter. Costs of maintenance and repairs
which do not improve or extend the life of the e assets are expensed as incurred. Costaaf/ads and betterments are capitalized.
When assets are sold or disposed of, their costedatéd accumulated depreciation are removed fhrenaccounts and any gain or loss is
reflected in earnings.

Intangible assets
Intangible assets consist of core deposits valleshnare amortized using straight line method dearyears.
Securities sold under agreements to repurchase

The Corporation enters into sales of securitieeuadreements to repurchase the same or similaritses. Generally, similar securities are
securities from the same issuer, with identicairf@and type, similar maturity, identical contractirdérest rates, similar assets as collateral
and the same aggregate unpaid principal amounts@twrities underlying the agreements remain iraiset accounts.

Amortization of debt issuance costs
Costs related to the issuance of debt are amontimddr a method which approximates the intereshaoaet
Treasury stock

The Corporation accounts for treasury stock atvpare. Under this method, the treasury stock adcisuincreased by the par value of each
share of common stock reacquired. Any excess paigdhpare over the par value is debited to additipaia-in capital for the amount per sh
that it was originally credited. Any remaining egsés charged to retained earnings.
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Stock option plan

The cost associated with stock option plan undechvbertain employees receive options to buy shafretock of the Corporation must be
recognized either by the fair value based methdti@intrinsic value based method. The Corporatiees the intrinsic value based method of
accounting. Under the intrinsic value based metbotjpensation cost is the excess, if any, of ttiteglimarket price of the stock at grant
date or other measurement date over the amoumhplogee must pay to acquire the stock. If mateeatities using the intrinsic value based
method on awards granted to employees must makimpna disclosures of net income and earnings Ip&res as if the fair value based
method of accounting had been applied. Under tinedidue based method, compensation cost is medsithe grant date based on the value
of the award and is recognized over the servicemgewhich is usually the vesting period.

Earnings per common share

Earnings per share-basic is calculated by dividiiegme available to common stockholders by the teidj average number of outstanding
common shares. The computation of earnings peedtiluted is similar to the computation of earnipgs share-basic except that the
weighted average common shares are increasedltaénthe number of additional common shares thatldvbave been outstanding if the
dilutive potential common shares had been issuwtk®ptions outstanding under the Corporatiomsksbption plan are considered in the
earnings per share-diluted by application of teasury stock method. Any stock splits or stockd#nids are retroactively recognized in all
periods presented in financial statements.

Reporting comprehensive income

Comprehensive income includes net income and slestrer items that current accounting standardsiredo be recognized outside of net
income. This statement was implemented in 1998xdfiedted only financial statements' presentatiati&ssification of financial statements
for earlier periods was presented for comparativpgses.

Reclassifications
Certain amounts in the 1998 and 1997 financiaéstants have been reclassified to conform with 889 Jpresentation.
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Accounting for derivative instruments and hedgintivities

In June 1998, the Financial Accounting Standardsr8¢9FASB) issued Statement of Financial AccounStandards (SFAS) No. 133
"Accounting for Derivative Instruments and Hedgigtivities." This statement establishes accounéing reporting standards for derivative
instruments, including derivative instruments thie embedded in other contracts, and for hedgitigitees. SFAS No. 133 standardizes
accounting for derivative instruments, includingsk embedded in other contracts, by requiringehegnition of all derivatives (both assets
and liabilities) in the statement of financial gasi at fair value. In accordance with SFAS No. 1&%anges in the fair value of derivative
instruments are generally accounted for as cuineome or other comprehensive income, dependirt@ndesignation.

SFAS No. 133 generally provides for the matchingheftiming of gain or loss recognition on the hieadgnstruments with the recognition of
either the changes in the fair value of the hedxgset or liability, or the earnings effect of tleglged forecasted transaction.

On July 7, 1999, the FASB issued SFAS No. 137, bieting for Derivative Instruments and Hedging Aitkes - Deferral of the Effective
Date of FASB Statement No. 133". SFAS No. 137 dethg effective date of SFAS No. 133. SFAS No. w88Id be effective for all fiscal
quarters of all fiscal years beginning after Jube2D00. Based on current volumes, Management éxpleat the adoption of SFAS No. 133
will not have a significant impact on the Corpavats financial position and results of operations.

Note 3 - Stockholders' Equity
Common stock

On April 30, 1998, the Corporation declared a taodne stock split on its then outstanding 14,786 ghares of common stock. As a resu
total of 14,796,526 additional shares of commoglsteere issued on May 29, 1998. In addition, 10,800 13,000 shares of common stock
were issued during 1998 and 1999 as part of theciseeof stock options under the Corporation'skstiation plan.

The Corporation declared a cash dividend on itsmomstock of $0.24 per share in 1997, of $0.30spare in 1998, and of $0.36 per shai
1999.
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Stock repurchase plan and treasury stock

In 1996 a stock repurchase program was establighed 996 Program) where the Corporation is autledrio repurchase in the open market,
and retire from circulation or hold as treasurycktaip to ten percent of the 31,083,502 issuedoamstanding shares of common stock at the
time the program was approved by the stockholdémger this program the Corporation repurchasedsd o6 1,452,000 shares of common
stock at a cost of $32,510,611 during 1999, 317%@0es of common stock at a cost of $5,867,67#@gld©98, and 495,650 shares of
common stock at a cost of $6,899,822 during 199&. fumber of shares were adjusted to recogniz@#ye1998 stock split. From the total
amount of stocks repurchased, 1,552,000 shareshetdes treasury stock at December 31, 1999 (1998,000 shares) and were available
for general corporate purposes.

In 1997 an additional stock repurchase programesgablished whereby the Corporation may repurcimatbe open market shares of
common stock, which amount represents 10% of thee$ and outstanding shares after all shares &@adamder the 1996 Program have
been repurchased.

Preferred stock

The Corporation has 50,000,000 shares of authoripeecumulative and non-convertible preferred stwitk a par value of $1. This stock
may be issued in series and the shares of eads s#all have such rights and preferences astshfited by the Board of Directors when
authorizing the issuance of that particular sef@asApril 30, 1999, the Corporation issued 3,600,80ares of preferred stock. The liquida
value per share is $25. Annual dividends of $1.B31& share, are payable monthly, if declared bybtbard of directors. At December 31,
1998, no shares of preferred stock were outstanding

Capital reserve

The capital reserve account was established to lyowith certain regulatory requirements of the ©iof the Commissioner of Financial
Institutions of Puerto Rico related to the issuamicgubordinated notes by FirstBank in 1995. An ami@qual to 10% of the principal of the
notes is set aside each year from retained earnimgghe reserve equals the total principal anioAhthe notes repayment date the balance
in capital reserve is to be transferred to thellsgeplus account or retained earnings after thg@l of the Commissioner of Financial
Institutions of Puerto Rico.
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Legal surplus

The Banking Act of the Commonwealth of Puerto Riequires FirstBank that a minimum of 10% of theinebme for the year be transfer
to legal surplus, until such surplus equals thel it paid in capital on common and preferred stéakounts transferred to the legal surplus
account from the retained earnings account ar@avaitable for distribution to the stockholders.

Dividend restrictions

The Corporation is subject to certain restrictigeserally imposed on Puerto Rico corporations, et dividends may be paid out only from
the Corporation's net assets in excess of capiialthe absence of such excess, from the Corporathet earnings for such fiscal year and/or
the preceding fiscal year). The Federal Reservedloas also issued a policy statement that provttsank holding companies should
generally pay dividends only out of current opemgtarnings.

Note 4 - Regulatory Capital Requirement

The Corporation is subject to various regulatonyited requirements imposed by the federal bankinaies. Failure to meet minimum
capital requirements can initiate certain mandatony possibly additional discretionary actions égulators that, if undertaken, could have a
direct material effect on the Corporation's finahstatements. Under capital adequacy guidelindgtaregulatory framework for prompt
corrective action, the Corporation must meet specépital guidelines that involve quantitative reei@s of the Corporation's assets,
liabilities, and certain off-balance sheet itemgasulated under regulatory accounting practitég. Corporation's capital amounts and
classification are also subject to qualitative jondat by the regulators about components, risk wigigh and other factors.
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Capital standards established by regulations redqbe Corporation to Omaintain minimum amounts ratios of Tier 1 capital to total avere
assets (leverage ratio) and ratios of Tier 1 atal tapital to risk-weighted assets, as definethénregulations. The total amount of risk-
weighted assets is computed by applying risk wéighfactors to the Corporation's assets, which ¥iamyn 0% to 100% depending on the

nature of the asset.

At December 31, 1999 and 1998, the Corporationedkee the requirements for an adequately capitaiisgdution.

At December 31, 1999 and 1998, the Corporationwk®a well capitalized institution under the regoity framework for prompt corrective
action. To be categorized as well capitalized thepGration must maintain minimum total risk basi@r 1 risk based and Tier 1 leverage
ratios as set forth in the following table. Manag@tbelieves that there are no conditions or evhiatshave changed that classification.

The Corporation's and its banking subsidiary's leguy capital positions were as follows:

Re gulatory requirements
For capital
Actual adequacy purpos es To be well capitalized
Amount  Ratio Amount Ratio Amount  Ratio
At December 31, 1999 (Dollars in thousa nds)
Total Capital (to Risk-Weighted Assets):
First BanCorp $468,261 16.16% $231,758 8% $289,697  10%
FirstBank 409,173 14.26% 229,608 8% 287,010 10%
Tier | Capital (to Risk-Weighted Assets):
First BanCorp $337,284 11.64% $115,879 4% $173,818 6%
FirstBank 279,383  9.73% 114,804 4% 172,206 6%
Tier | Capital (to Average Assets):
First BanCorp $337,284 7.47% $135,473 3% $225,789 5%
FirstBank 279,383  6.26% 133,953 3% 223,255 5%
Regul atory requirements
For capital
Actual adequacy purpos es To be well capitalized
Amount  Ratio Amount Ratio Amount  Ratio
At December 31, 1998 (Dollars in thous ands)
Total Capital (to Risk-Weighted Assets):
First BanCorp $377,939 17.39% $173,835 8% $217,294 10%
FirstBank 372,015 17.12% 173,817 8% 217,271 10%
Tier | Capital (to Risk-Weighted Assets):
First BanCorp $250,910 11.55% $86,917 4% $130,376 6%
FirstBank 244,989 11.28% 86,909 4% 130,363 6%
Tier | Capital (to Average Assets):
First BanCorp $250,910 6.59% $114,204 3% $190,340 5%
FirstBank 244,989 6.44% 114,204 3% 190,340 5%
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Note 5 - Stock Option Plan

The Corporation has a stock option plan coverimtpgeemployees. The options granted under the gdanot exceed 20% of the number of
common shares outstanding. Each option providethéopurchase of one share of common stock ata pot less than the fair market value
of the stock on the date the option is granted. Mhgimum term to exercise the options is ten yegns.stock option plan provides for a
proportionate adjustment in the exercise pricethrchumber of shares that can be purchased irvée of a stock dividend, stock split,
reclassification of stock, merger or reorganizaton certain other issuance and distributions.

Following is a summary of the activity related tock options as adjusted retroactively for the M98 stock split:

Number Weighted Av erage
of Options  Exercise Price per Option
At December 31, 1996 325,714 $ 6.1 5
Granted 240,000 15.4 5
Exercised (66,000) 5.7 9
Expired or canceled (25,714) 10.2 0
At December 31, 1997 474,000 10.6 8
Granted 296,000 24.8 5
Exercised (13,500) 145 6
At December 31, 1998 756,500 16.1 6
Granted 223,000 19.9 9
Exercised (13,000) 135 6
At December 31, 1999 966,500 17.0 7

The options outstanding at December 31, 1999 hawiginal expiration term of ten years and altttdm are exercisable. The exercise price

of the options outstanding at December 31, 1998esufrom $5.79 to $28.38 and the weighted averageaining contractual life is
approximately eight years.

Following is additional information concerning ts®ck options outstanding at December 31, 1999 dHi& included herein have been
adjusted to reflect the May 1998 stock split.

Number of Exercise Price Contr actual
Options per Option Mat urity
234,000 $5.79 Novem ber 2004
213,500 15.63 Novem ber 2007
60,000 19.19 Febru ary 2008
7,000 28.38 April 2008
40,000 27.09 May 2 008
12,000 26.56 June 2008
177,000 26.00 Novem ber 2008
2,000 25.94 Febru ary 2009
3,500 26.44 April 2009
15,000 22.56 Augus t 2009
202,500 19.63 Novem ber 2009
966,500
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Note 6 - Earnings Per Common Share

The calculations of earnings per common share®years ended December 31, 1999, 1998 and 196w fh thousands,except per share

data):

Net Income
Less: Preferred stock dividend

Net income-attributable to common stockholders

Earnings per common share-basic:
Net income - available to common stockholders
Weighted average common shares outstanding

Earnings per common share-basic

Earnings per common share-diluted:

Net income - available to common stockholders

Weighted average common shares and share equivale nts:

Average common shares outstanding
Common stock equivalents - Options

Total

Earnings per common share-diluted

Year ended December

1999 1998
$62,075 $51,812
(4,275)
$57,800 $51,812
$57,800 $51,812
28,941 29,586
$ 2.00 $ 175
$57,800 $51,812
28,941 29,586
258 272
29,199 29,858
$ 1.98 $ 174

31,
1997

$47,528

Had compensation cost for the stock options grabésth determined based on the fair value at tha gede (as a result of the requirement
explained in Note 2 - Stock option plan), the Cogtion's net income and earnings per common shautdvhave been reduced to the pro
forma amounts indicated, as follow (in thousandsept per share data):

Pro forma earnings per common share:

Net income-available to common stockholders
Earnings per common share-basic
Earnings per common share-diluted

Year ended De

1999

$56,341

$1.95
$1.93

1

$

cember 31,
998 1997

48,592 $46,354
$1.64 $1.55
$1.63 $1.54

Management uses the binomial model for the comiputatf the fair value of each option granted to shgres of the Corporation's common
stock. The fair value of each option granted dufifg§9, 1998 and 1997 was estimated using the follpassumptions: weighted dividend

growth of 22.38% (1999) and 21.97% (1998); expetitedf 10 years; weighted expected volatility2¥.46%

(1999), 36.08% (1998), and 29.8% (1997), and weijhiskfree interest rate of 6.04% (1999), 5.10% (199&) BuT6% (1997). The weight

estimated fair value of the options granted wa5461999), $10.95 (1998) and $4.89 (1997) per optio

Note 7 - Cash and Due from Banks

The Corporation is required by law to maintain agerreserve balances. The amount of those resegvage balances was approximately

$40,975,700 at December 31, 1999 (1998 - $34,867.,20
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Note 8 - Securities Purchased Under Agreements TceRell

At December 31, 1999 and 1998, there were no demupurchased under agreements to resell. Thenmiaxiaggregate balance outstanding
at any month-end during 1999 was approximately 417,000 (1998 - $209,232,000). The average aggrémdance during 1999 was
$1,577,504 (1998 - $15,009,052). The securitie®ryithg these agreements are kept under the Cdrpo'sacontrol or held by the dealers
through which the agreements were transacted. dezsgities are not recorded as assets of the Guipo.

Note 9 - Investment Securities Held For Trading
At December 31, 1999 and 1998, there were no dexaihield for trading purposes or options on sdusties.

All trading instruments are subject to market riglg risk that future changes in market conditi@ugh as fluctuations in market prices or
interest rates, may make an instrument less vauatiore onerous. The instruments are accounteat foarket value, and their changes are
reported directly in earnings. The Corporation maige options on trading securities as part ofriésling activities. Also the Corporation may
enter in securities sold not yet purchased traimecfor trading purposes. These transactionsaréed at market value. Net gains and losses
resulting from these transactions are recordetdrtrading income or loss account.

The net loss from the sale of trading securitieswamted to $7,946 for the year ended December 39 (@ gain of $3,364,843 for 1998 and a
gain of $744,789 for 1997), and were included imigs as trading income.

Note 10 - Investment Securities Held To Maturity

The amortized cost, unrealized gains and loss@sogimnate market value, taxable equivalent weiglaeerage yield and maturities of
investment securities held to maturity at Decen®igr1 999 and 1998 were as follows (dollars in thods):

December 31, 1999 Decemb er 31, 1998
Weighted Weighted
Amortized Unrea lized Market average Amortized Unrealized Market average
cost gains ( losses) value vyield% cost gains (loss es) value yield%
Obligations of U.S.
Government Agencies:
Within 1 year $ 500 $(2) $ 498 3.37
After 5 to 10 years $10,000 $ (166) $9,834 8.34
After 10 years 83,756 (9,255) 74,501 9.15 23,051 $569 23,620 10.20
Puerto Rico Government
Obligations:
After 10 years 3,593 $57 3,650 7.46 3,371 204 3,575 7.41
Total $97,349  $57 $(9,421) $87,985 9.00 $26,922 $773 $(2) $27,693 9.73
Mortgage backed securities:
Government National
Mortgage Association
(GNMA) certificates
After 10 years $206,697 $(7,851) $198,845 8.18

Expected maturities of mortgage backed securitieiscartain other securities might differ from cawctual maturities because borrowers may
have the right to call or prepay obligations withagthout call or prepayment penalties.
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Note 11 -Investment Securities Held For Sale

The amortized cost, gross unrealized gains ané$ospproximate market value, taxable equivaleighted average yield and maturities of
investment securities held for sale at Decembef 829 and 1998 were as follows (dollars in thousgnd

Amortized Unrea
cost gains (

U.S. Treasury Securities:
After 5to 10 years  $39,577 $(4,
After 10 years 67,468 9,
Obligations of other U.S.
Government Agencies:

Within 1 year 219,065 $53
After 10 years 27,457 5,
Puerto Rico Government
Obligations:
After 10 years 5,880
Total $359,447 $53 $(19,

Mortgage backed securities- Federal Home Loan M

certificates:
Within 1 year
After 1 to 5 years $ 997 $
After 5 to 10 years 9,905 (
After 10 years 22,872 $11 (

33,774 11 (

Government National
Mortgage Association
(GNMA) certificates:
After 5 to 10 years 3,674
After 10 years 1,039,069 1,410 (76

Federal National
Mortgage Association
(FNMA) certificates:

Within 1 year

After 1 to 5 years 644

After 5 to 10 years 188

After 10 years 11,109 299

11,941 299

Mortgage pass through
certificates:

After 10 years 2,463 757

Real Estate Mortgage

Interest Conduit:
Within 1 year 361 12
After 1 to 5 years

Total $1,091,282 $2,489 $(76,

Other investment:
Within 1 year $ 67,359 $1,914

After 1 to 5 years 14,750 $
After 5 to 10 years 11,779 (
After 10 years 990

Total $ 94,878%$1,914 $(

December 31, 1999 Decemb

Weighted

lized Market average Amortized Unrealized

losses) value vyield% cost gains (loss

302) $35,275 4.90
621) 57,847 5.84

(58) 219,060 6.11 $240,040 $51
127) 22,330 836 25,619 $(1

(36) 5844 8.00 2964 96

144) $340,356 6.13 $268,623 $147 $(1

ortgage Corporation (FHLMC)

$ 4564 $ 19
(25) $ 972 807 1,001 9
255) 9,650 7.02 10,169 149
155) 22,728 7.26 32,363 802

(46) 3,628 6.39
,054) 964,425 6.95 1,411,369 9,936 $(

,100) 968,053 6.95 1,411,369 9,936 (

157 1
(7) 637 875 2,691 30
(6) 182 8.08 274 11
(46) 11,362 10.34 14,299 605 (

(59) 12,181 10.22 17,421 647 (

3,220 11.70 2,764 767

$69,273 6.73

(88) 14,662 8.91

162) 11,617 8.69 $1,964 $(3
990 8.38

250) $96,542 7.33  $1,964 $(3

er 31,1998

Weighted
Market average
es) value yield%

$240,091 5.00
59) 25,460 8.32

3,060 7.18

$ 4,583 7.84

10,318 7.68
33166 9.07

49,077 8.64

158 8.23
2,721 8.40
285 10.28

10) 14,894 10.35

10) 18,058 10.02

44) $1,620 15.76




Maturities for mortgage backed securities are bageh contractual terms assuming no repaymentsweighted average yield on
investment securities held for sale is based orrtiwed cost, therefore it does not give effectharmges in fair value.

At December 31, 1999, the net unrealized loss 8f&8,959 (1998 - net unrealized gain of $8,749,@81securities available for sale after
the estimated income tax of $22,882,986 (1998912644) was reported as a separate componerdgakhstiders' equity. For 1999 the
change in the net unrealized holding gain on tfeglalvle for sale securities amounted to a lossl68$198,520 (1998 - a loss of $4,375,351)
before estimated income taxes.

For 1999, proceeds from the sale of securities aeolto $9.6 million (1998 - $302.1 million, 199%118.0 million) resulting in a realized
gain of $1.4 million (1998 - $26.8 million, 1997114 million). No losses were recognized on thadess

Note 12 - Federal Home Loan Bank (FHLB) Stock

At December 31, 1999 and 1998, there were invedsmner-HLB stock with book value of $17,826,500 &1id®,270,600, respectively. The
estimated market value of such investments isdemption value.

Note 13 - Interest and Dividend on Investments
A detail of interest and dividend income on investits follows (in thousands):

Year ended December 31,

1999 1998 1997
Mortgage-backed securities:
Taxable $ 4,137 $ 5,230 $ 6,239
Exempt 77,900 63,131 24,481
$ 82,037 $68,361 $30,720
Other investment securities:
Taxable $ 1,528 $ 801 $ 1,372
Exempt 24,758 20,621 27,544
$26,286 $21,422 $28,916



Note 14 - Loans Receivable

The following is a detail of the loan portfolio:

December 31, Dece mber 31,
1999 1998
Residential real estate loans:
Secured by first mortgages:
Conventional $ 395,884,613 $ 2 37,560,711
Insured by government agencies:
Federal Housing Administration and Veterans
Administration 6,543,487 8,185,232
Puerto Rico Housing Bank and Finance Agency 32,928,102 38,515,744
Secured by second mortgages 5,706,225 4,956,196
441,062,427 2 89,217,883
Deferred loan and commitment fees - net (5,293,370) ( 6,848,311)
Residential real estate loans 435,769,057 2 82,369,572
Construction, land acquisition and land improvement 288,301,904 1 61,498,219
Undisbursed portion of loans in process (156,233,791) ( 98,535,025)
Construction loans 132,068,113 62,963,194
Commercial loans:
Commercial loans 655,417,037 3 68,548,532
Commercial mortgage 371,642,698 3 32,219,186
Commercial loans 1,027,059,735 7 00,767,718
Finance leases 85,692,482 52,214,184
Consumer and other loans:
Personal 422,722,624 4 63,052,946
Personal lines of credit 13,029,258 9,535,354
Auto 532,242,160 5 12,116,471
Boat 37,018,313 32,208,879
Credit card 168,045,087 1 25,955,592
Home equity reserve loans 2,656,713 3,385,220
Unearned interest (148,835,815) 1 45,284,440)
1,026,878,340 1,0 00,970,022
Other 106,292 128,066
Consumer and other loans 1,026,984,632 1,0 01,098,088
Loans receivable 2,707,574,019 2,0 99,412,756
Loans held for sale 37,794,078 20,641,628
Total loans 2,745,368,097 2,1 20,054,384
Allowance for loan losses (71,784,237) ( 67,854,066)
Total loans-net $2,673,583,860 $2,0 52,200,318

The Corporation's primary lending area is PuerttRAt December 31, 1999 and 1998 there is no feignit concentration of credit risk in
any specific industry on the loan portfolio.

At December 31, 1999, loans in which the accruahirest income had been discontinued amount8&83¢16,000 (1998 - $56,958,000;
1997 - $52,939,000). If these loans had been auginterest, the additional interest income redli@®uld have been approximately
$4,544,000 (1998 - $4,970,000; 1997 - $5,246,000¢re are no material commitments to lend additiurads to borrowers whose loans
were in non-accruing status at these dates.

At December 31, 1999 and 1998 mortgage loans loelgale amounted to $37,794,078 and $20,641,68Bectively. All mortgage loans
originated and sold during 1999 and 1998 were sakkd on pre-established commitments or at madtees, which in both situations were
equal or exceeded the carrying value of the loans.

56



At December 31, 1999, the Corporation was serviagiogtgage loans owned by others aggregating appeaiely $134,348,000 (1998 -
$147,439,000; 1997 - $168,416,000). As a resuli@fecuritization of auto loans, at December 9981the Corporation was servicing auto
loans aggregating approximately $19,567,000 (19869;049,000). During 1999 the auto loans secedtizere paid off.

Various loans secured by first mortgages were assigs collateral for term notes, certificatesegakit, advances from the Federal Home
Loan Bank of New York, and unused lines of crefiite mortgage loans pledged as collateral amount&d57,612,921 and $222,732,275 at
December 31, 1999 and 1998, respectively. A pootiai personal loans was assigned as collateradtiort-term borrowings as explained in
Note 21- "Other Short-Term Borrowings." The personal loptesiged as collateral amounted to $186,417,700386,443,511 at December
31, 1999 and 1998, respectively.

Note 15 - Allowance for Loan Losses
The changes in the allowance for loan losses wefell@ws:

Year ended December 31,

1999 1998 1997
Balance at beginning of period $67,854,066 $57,711,927 $55,253,5 46
Provision charged to income 47,960,500 76,000,000 55,675,5 00
Losses charged against the allowance (53,664,742) (72,223,389) (59,590,9 16)
Recoveries credited to the allowance 9,047,548 6,033,922 6,373,7 97
Other adjustments 586,865 331,606
Balance at end of period $71,784,237 $67,854,066 $57,711,9 27

At December 31, 1999, $4.4 million ($14.3 millionCecember 31, 1998) in commercial and real esvates over $1,000,000 was conside
impaired with an allowance of $1.3 million ($3.8llion at December 31, 1998). As of both periodsjmaeases in the provision for loan
losses were necessary, since the allowance prowaidealdy covered the estimated impairment. There we consumer loans over $1,000,
considered impaired at December 31, 1999 and ITR8@8average recorded investment in impaired loarmsuated to $9.4 million for 1999
(1998 - $10.8 million). Interest income in the ambaf approximately $428,470 was recognized on inepdoans for 1999 (1998

- approximately $736,000). No interest income weaognized in 1997 on the portfolio of impaired Isauring the period they were
impaired.

Note 16 - Related Party Transactions

The Corporation granted loans to its directorscatiee officers and to certain related individuatsentities in the ordinary course of busin
The movement and balance of these loans were las/fol

Amount
Balance at December 31, 1997 $ 8,902,326
New loans 21,006,257
Payments (8,379,759)
Balance at December 31, 1998 21,528,824
New loans 2,105,812
Payments (541,851)
Balance at December 31, 1999 $23,092,785
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Note 17 - Premises and Equipment

Premises and equipment are stated at cost lessatated depreciation as follows:

December 31,

1999 1998
Land $ 6,853,249 $ 5,825,249
Buildings and improvements 33,433,031 30,976,673
Leasehold improvements 14,222,676 10,807,734
Furniture and equipment 50,531,481 41,330,835
105,040,437 88,940,491
Accumulated depreciation (48,232,875) (42,167,391)
56,807,562 46,773,100
Projects in progress 5,140,255 4,764,092
Total premises and equipment - net $61,947,817 $51,537,192

Note 18 - Other Assets

Following is a detail of other assets:

December 31,

1999 1998

Deferred tax asset $54,645,143 $22,142,665
Accounts receivable 8,202,865 10,023,555
Prepaid expenses 9,243,210 10,219,939
Revenue earning vehicles 5,679,920 4,465,609
Other repossessed property 2,709,258 2,276,766
Insurance claims 1,618,037 1,778,133
Other 13,333,245 6,030,746

Total $95,431,678 $56,937,413

Note 19 - Deposits and Related Interest

Deposits and related interest consist of the fdthaw

Type of account and interest rate at:

Savings accounts - 2.75% to 4.00%
(1998 - 2.75% to 4.00%)

Interest bearing checking accounts -

2.75% to 4.50% (1998 - 2.90% to 4.50%)

Non-interest bearing checking accounts

Certificate accounts - 3.80% to 8.00%
(1998 - 3.80% to 7.15%)

December 31,

$ 447,945,723

162,601,169
211,896,459

1,742,978,285

$ 416,423,88

130,883,43
173,103,70

1,054,633,85
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The weighted average interest rate on total depasiDecember 31, 1999 and 1998 was 4.94% and 4r&8¢ectively.
At December 31, 1999, the aggregate amount of démeposits that were reclassified as loan amount&6,939,685 (1998 - $8,180,802).

The following table presents a summary of certtbsaof deposits with remaining term of more thae gear at December 31, 1999 (in
thousands):

Total
Over one year to two years $75,3 29
Over two years to three years 58,6 47
Over three years to four years 94,7 66
Over four years to five years 50,7 02
Over five years 153,3 46
Total $432,7 90

At December 31, 1999 time deposits in denominatafr&L00,000 or higher amounted to $1,283,083,099§ - $667,373,511) including
brokered certificates of deposit of $843,217,2299@L- $283,249,222) at a weighted average rate8dP5 (1998 - 5.63%).

At December 31, 1999, certificates of deposits eggting $49,000,000 (199859,000,000) were guaranteed by irrevocable statedters o
credit issued by the Federal Home Loan Bank of Nevk and other banks. At December 31, 1999 spenifictgage loans with a carrying
value of $71,165,714 (1998 - $137,483,494) andnedéd market value of $58,992,705 (1998 - $141/A1),and securities with a book
value of $5,401,047 (1998 - $6,877,563) and appraié market value of $5,351,690 (1998 - $7,041,8@%e pledged to the Federal Home
Loan Bank of New York as part of the agreement®dag the letters of credit.

At December 31, 1999, deposit accounts issuedvergment agencies with a carrying value of $62 8781998 - $67,306,284) were
collateralized by securities with a carrying vatfe$78,782,695 (1998 - $70,892,236) and estimataket value of $75,677,459 (1998 -
$72,177,444) and specific mortgage loans with ayeay value of $3,947,207 (1998 - $4,838,781) astiheated market value of $3,758,925
(1998 - $5,684,600).

A table showing interest expense on deposits falow

Year ended December 31,

1999 1998 1997
Savings $12,380,515 $11,716,764 $12,155, 192
Interest bearing checking accounts 4,931,452 4,486,582 4,167, 371
Certificates 73,177,154 54,215,013 55,824, 521
Total $90,489,121 $70,418,359 $72,147, 084
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Federal funds purchased, interest
rate (1998 - 5.32%)

Repurchase agreements, interest
ranging from 4.50% to 6.35%
(1998 - 4.65% to 5.80%)

Accrued interest payable

Total

Federal funds purchased and repurchase agr

Federal funds purchased:
One to thirty days

Repurchase agreements:
One to thirty days
Over thirty to ninety days
Over ninety days

Total

Note 20 - Federal Funds Purchased and Securities|8dJnder Agreements to Repurchase

Federal funds purchased and securities sold umggleements to repurchase (repurchase agreements$toofithe following:

December 31,

1999 1998
$ 15,000
$1,447,732,029 1,605,630
1,447,732,029 1,620,630
4,419,193 3,067

$1,452,151,222 $1,623,697

eements mature as follows:
December 31,

1999 1998
$ 15,000
$1,229,448,029 1,158,520
8,450,000 247,109
209,834,000 200,000
1,447,732,029 1,605,630

$1,447,732,029 $1,620,630
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The following securities were sold under agreememtspurchase:

December 31, 1999

Amortiz ed Approximate  Wei ghted

costo f market value av erage

underly ing Balance of of underlying in terest
Underlying securities securit ies borrowing securities r ate

U.S. Treasury Securities and
obligations of other U.S.

Government Agencies $ 325, 528,692 $ 296,719,958 $ 303,107,211 5.77%

Mortgage backed securities 1,233, 633,232 1,151,012,071 1,150,557,955 6.16%
Total $1,559, 161,924  $1,447,732,029 $1,453,665,166

Accrued interest receivable $ 3, 152,900

December 31, 1998

Amortiz ed Approximate  Wei ghted

costo f market value ave rage

underly ing Balance of of underlying int erest
Underlying securities securit ies borrowing securities ra te

U.S. Treasury Securities and
obligations of other U.S.

Government Agencies $ 216, 073,870 $ 214,716,114 $ 216,111,108 5 13%
Mortgage backed securities 1,393, 322,895 1,390,913,937 1,403,729,265 6 .08%
Total $1,609, 396,765  $1,605,630,051 $1,619,840,373

Accrued interest receivable $ 4, 321,371

The weighted average interest rates of federaldymuichased and repurchase agreements at Deceinld®9® and 1998 was 5.38% and
5.03%, respectively.

At December 31, 1999, the securities underlyindisagreements were delivered to, and are beinghyeide dealers with which the
repurchase agreements were transacted, excepafsattions where the Corporation has agreed toglease similar but not identical
securities. The maximum aggregate balance outstgradiany month-end during 1999 was $1,631,913(B898 - $1,648,513,898). The
average balance during 1999 was approximately $1488,000 (1998 - $1,225,726,000).

Note 21 - Other Short-Term Borrowings

On March 31, 1997, the Corporation entered int@%0$00,000 financing arrangement administered fediCSuisse First Boston to be
renewed annually within a term of three years. At&@mber 31, 1999 borrowings through this arrangéameounted to $152,484,084 (1998 -
$86,594,710). Interest periods under the finanaeigigegement cannot exceed 100 days. The rate oé#ttiar this type of financing, in which
advances may be repaid or reborrowed at the opfitiee Corporation, is equivalent to A-1+/P-1 ratednmercial paper. The weighted
average maturity at December 31, 1999 was 36 d#@3(- 21 days).

The weighted average interest rate of these bongsvat December 31, 1999 and 1998 was 6.20% aBéo6réspectively. The maximum
aggregate balance outstanding at any month-enép@eximately $152,484,084 (1998 - $224,780,008% dverage aggregate balance
outstanding during the year was approximately $83,301 (1998 - $111,236,888).

Under this arrangement, the Corporation is requioedaintain eligible collateral consisting of pamal loans owned by the Corporation to
secure this borrowing. The Corporation has to na@rat all times the aggregate outstanding balahtiee borrowing at a maximum of 85%

of the aggregate book value of the personal lotated as collateral. The aggregate book valueeofdains pledged as collateral at December
31, 1999 amounted to $186,417,700 (1998 - $2205443,
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Note 22 - Advances From The Federal Home Loan Bardf New York (FHLB-N.Y.)
Following is a detail of the advances from the FHNE:

December 31,

Maturity Interest rat e 1999 1998
February 3, 2000 5.86% $20,000,000
February 28, 2000 6.03% 30,000,000
January 4, 1999 5.13% $2,600,000
Total $50,000,000 $2,600,000

Advances are received from the FHLB-N.Y. under alvaces, Collateral Pledge and Security AgreentkatGollateral Agreement). Under
the Collateral Agreement, the Corporation is reggito maintain a minimum amount of qualifying mae collateral with a market value at
least 110% of the outstanding advances. At Dece®bet999, specific mortgage loans with an estichatarket value of $56,303,500 (1998
- $3,155,152) were pledged to the FHLB-N.Y. as pathe Collateral Agreement. The carrying valuswth loans at December 31, 1999
amounted to $55,000,000 (1998 - $2,860,000).

Note 23 - Notes Payable

Following is a detail of notes payable outstanding:

December 31, 1999 December 31,

Issue date (footnote) Maturity Interest rate 1999 1998

February 11, 1994 (b) 1999 5.44% $ 2,100,000
May 13, 1994 (b) 1999 6.19% 10,000,000
May 26, 1994 (b) 1999 6.09% 5,000,000
September 7, 1994 (a) 1999 4.33% 15,500,000
September 29, 1994 (a) 1999 6.40% 30,000,000
September 12, 1996 (b) 2001 5.82% $10,000,000 10,000,000
September 20, 1996 (b) 2001 5.61% 20,500,000 20,500,000
September 20, 1996 (a) 2001 5.49% 25,000,000 25,000,000

Total $55,500,000 $118,100,000

Footnotes:

a. These notes have the benefit of a firm commitrissaed by the FHLBN.Y. whereby it will make advances to pay the pipatand interes
on the notes as they become due if the Corporéditsito do so. The Corporation is required to rteimas collateral with the FHLB-N.Y.
securities having an aggregate market value, detechmonthly, equal to 110% of the aggregate ontkitey principal amount of the notes
plus interest. The collateral securities may cdrefig combination of all or some of the followin(@: home mortgage loans owned by the
Corporation and secured by first mortgages onpasderties in Puerto Rico; (ii) obligations of,quaranteed by, the United States
Government or certain agencies; (iii) fully-moddipass-through mortgage backed certificates gusedrtty GNMA; (iv) mortgage
participation certificates issued by FHLMC; (v) galateed mortgage pass-through certificates issyétNMA; and (vi) certain certificates of
deposit issued by banks approved by the FHLB-N.Y.

62



At December 31, 1999, specific mortgage loans wittook value of $27,500,000 (1998 - $77,550,00@)amestimated market value of
$28,459,750 (1998 - $88,887,810) were pledgedead-thLB-N.Y. as part of the agreement covering theve mentioned firm commitment.
The estimated market value was computed basedrampters given by the Federal Home Loan Bank.

b. The Corporation is required to maintain with timdder of these notes, cash or securities witlaekat value of at least 105% of the
aggregate amount of the notes. The aggregate éstimaarket value and carrying value of the eligim#éateral at December 31, 1999
amounted to $30,152,980 (1998 - $46,162,955) af¢7r$3,954 (1998 - $45,328,289), respectively.

Note 24 - Subordinated Notes

On December 20, 1995, the Bank issued 7.63% sulmiadl capital notes in the amount of $100,000,08furimg in 2005. The notes were
issued at a discount. At December 31, 1999 thaamding balance net of the unamortized discountrantels repurchased in 1999 was
$93,594,080 (1998 - $99,495,830). Interest on tiesis payable semiannually and at maturity. Tdtesrepresent unsecured obligations of
the Bank ranking subordinate in right of paymenaltexisting and future senior debt including th&ms of depositors and other general
creditors. The notes may not be redeemed pridretio maturity. At December 31, 1999, the Bank hasdferred to capital reserves from the
retained earnings account $40,000,000, as a mfsthle requirement explained in Note 3 - "Stockleo& Equity."

Note 25 - Unused Lines Of Credit

The Corporation maintains unsecured standby lifiesedlit with other banks. At December 31, 199@, @orporation's total unused lines of
credit with these banks amounted to approximat&R3$%00,000 (1998 - $69,500,000). At December 9291the Corporation has an
available line of credit with the FHLB guaranteeithwexcess collateral, in the amount of $2,812,(1398 - $20,808,133).

Note 26 - Employees' Benefit Plan

FirstBank has a defined contribution retiremenngthe Plan) qualified under the provisions of fheerto Rico Internal Revenue Code
Section 1165(e). All employees (excluding the Bauskibsidiaries) are eligible to participate in Fi@n after one year of service. Under the
provisions of the Plan, the Bank is required to enalcontribution of a quarter of the first 4% ofleaarticipant's compensation. Participants
are permitted to contribute up to 10% of their alraompensation, limited to $8,000 per year. Additil contributions to the Plan are
voluntarily made by the Bank as determined by &8l of Directors. The Bank made a total contrifmuf $625,375, $575,000 and
$540,000 during 1999, 1998 and 1997, respectitelihe Plan.
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Note 27 - Other Expenses
A detail of other expenses follows:

Year ended December 31,

1999 1998 1997

Professional and service fees $6,672,254 $ 5,819,978 $ 4,883 ,088
Advertising and business promotion 5,896,265 5,922,039 4,993 ,392
Communications 4,666,698 4,330,023 4,363 ,802
Revenue earning equipment 1,478,492 1,225,689 1,183 ,557
Supplies and printing 1,361,374 1,314,131 1,128 672
Other 5,426,220 4,534,188 4,628 ,151

Total $25,501,303 $23,146,048 $21,180 ,662

Note 28 - Income Taxes

The Corporation is subject to Puerto Rico inconxeotaits income from all sources. For United Statesme tax purposes, the Corporation is
treated as a foreign corporation. Accordinglysigenerally subject to United States income tay onlits income from sources within the
United States or income effectively connected whth conduct of a trade or business within the Wn@&tes. Any United States income tax
paid by the Corporation is creditable, within certeonditions and limitations, as a foreign taxdit@against its Puerto Rico tax liability.

The provision for income taxes was as follows (iousands):

Year ended December 31,

1 999 1998 1997
Current $13 ,991 $17,845 $16,364
Deferred 6 ,703) (13,047) (8,239)
Total $7 ,288 $ 4,798 $ 8,125

Income tax expense applicable to income beforeigimvfor income tax differs from the amount comgaliby applying the Puerto Rico
statutory rate of 39% as follows (dollars in thowds):

Year ended December 31,

1999 1998 1997
% of % of % of
pre-tax pre-tax pre-tax
Amount income Amount income A mount  income
Computed income tax at statutory rate $27,052 39 $22,078 39 $ 21,705 39
Benefit of net exempt income (13,959) (20) (22,078) (39) ( 13,137) (24)
Other-net (5,805) (8) 4,798 8 (443)
Total income tax provision $ 7,288 11 $ 4,798 8 $ 8,125 15



Accounting for income taxes

Deferred taxes arise because certain transactftetw the determination of taxable income for fineh reporting purposes in periods differ
from the period in which the transactions affegatsle income for tax return purposes. Deferredsdrae been recorded based upon the

Puerto Rico enacted tax rate of 39%. Current tgperse has been provided based upon the estimatbaliidity to be incurred for tax return
purposes.

The components of the deferred tax asset anditiabiére as follows (in thousands):

December 31,

1999 1998

Deferred tax asset:

Adjustment to charge-off method $27,995 $25,460

Unrealized loss on available for sale securitie s 22,883

Other 4,114 1,232
Deferred tax asset $54,992 $26,692
Deferred tax liability:

Unrealized gain on available for sale securitie s $(2,917)

Other $ (347) (1,633)
Deferred tax liability $ (347) $(4,550)

Due to the above temporary differences, a net defeax asset resulted amounting to $54.6 millioBecember 31, 1999 (1998 - $22.1
million). The primary timing difference was the &ft of future deductions under the charge-offs wakflor deducting bad debt losses. No
valuation allowance was considered necessary.

The tax effect of the unrealized holding gain @sléor securities available for sale is included asrt of stockholders' equity in other
comprehensive income.

Note 29 - Commitments

At December 31, 1999 certain premises are leastdterims expiring through the year 2011. The Cafion has the option to renew or
extend certain leases from two to ten years beylemdriginal term. Some of these leases requir@dlyenent of insurance, increases in
property taxes and other incidental costs. At Ddmam31, 1999, the obligation under various leasas follows:

Year Amount

2000 $3,012,850
2001 2,403,792
2002 1,964,048
2003 1,176,557
2004 and later years 4,631,265
Total $13,188,512

Rental expense included in occupancy and equipmgranse was $3,390,786 in 1999 (1998 - $3,158 198 - $2,933,798).
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Note 30 - Fair Value of Financial Instruments

The information about the estimated fair valuefirancial instruments as required by generally ptad accounting principles, is presented
hereunder including some items not recognizedearstatement of financial condition. The disclowguirements exclude certain financial
instruments and all non financial instruments. Adawly, the aggregate fair value amounts presedtedot represent Management's
estimation of the underlying value of the CorpamatiA summary table of estimated fair values arrdyaay values of financial instruments at
December 31, 1999 and 1998 follows (in thousands):

December 31,

1999 1998

Estima ted Carrying Estimated Carrying

fair v alue value fair value value
Assets:
Money market instruments $ 35,217 $ 35,217 $ 526 $ 526
Investment securities 1, 740,905 1,758,120 1,790,463 1,789,692
FHLB stock 17,827 17,827 10,271 10,271
Loans receivable - net 2, 753,597 2,673,584 2,146,003 2,052,200
Liabilities:
Deposits 2, 554,429 2,565,422 1,776,811 1,775,045
Federal funds, securities sold
under agreements to repurchase
and other short-term borrowings 1, 604,635 1,604,635 1,710,293 1,710,293
Advances from FHLB 50,000 50,000 2,600 2,600
Debt security borrowings 145,994 149,094 231,923 217,596

The estimated fair values were based on judgmegtrding current and future economic condition® &stimates are subjective in nature
and involve uncertainties and matters of signifigadgment and, therefore, cannot be determineld priecision. Changes in the underlying
assumptions used in calculating the fair valuesdcsignificantly affect the results. In additiohgtfair value estimates are based on
outstanding balances without attempting to estirttedevalue of anticipated future business. Theggftire estimated fair values may
materially differ from the values that could actydle realized on a sale.

The estimated fair values were calculated usintatefacts and assumptions which vary dependintherspecific financial instrument, as
follows:

Money market instruments

The carrying amounts of money market instrumergg@asonable estimates of their fair values.
Investment securities

The fair values of investment securities are theketavalues based on quoted market prices and rdgadees.
FHLB stock

Investments in FHLB stock are valued at their repléon values.
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Loans receivable - net

The fair value of all loans was estimated by distimg loans with similar financial characteristit®ans were classified by type such as
commercial, residential mortgage, credit card antdraobile. These asset categories were further et into fixed and adjustable rate
categories and by accruing and rameruing groups. Performing floating rate loansemalued at book if they reprice at least once\ettaee
months. The fair value of fixed rate performingrieavas calculated by discounting expected castsftbwough the estimated maturity date.
Recent prepayment experience was assumed to ceritinmortgage loans, credit cards, auto loanspansional loans. Other loans assumed
little or no prepayment. Prepayment estimates Wwased on the Corporation's historical data forlainibans. Discount rates were based on
the Treasury Yield Curve at the date of the ang)ysgith an offset which reflects the risk and otbests inherent in the loan category. In
certain cases, where recent experience was awailegarding the sale of loans, this information @las incorporated into the fair value
estimates.

Non-accruing loans covered by a specific loan lossrieswere viewed as immediate losses and wered/alieero. Other noaecruing loan
were arbitrarily assumed to be repaid after one. y@@sumably this would occur either because isaepaid, collateral has been sold to
satisfy the loan or because general reserves atiedpo it. The value of non-accruing loans note@ed by specific reserves was discounted
for one year at the going rate for new loans.

Deposits

The estimated fair values of demand deposits avidgsaccounts, which are the deposits with nongefimaturities, are the amount payable
on demand at the reporting date. For deposits st@ted maturities, but that reprice at least qugrttne fair values are estimated to be the
amount payable at the reporting date.

The fair values of fixed rate deposits with stateaturities, are based on the discounted valueeofuture cash flows expected to be paid on
deposits. The cash flows are based on contractatirities; no early repayments are assumed. Disgates are based on the broker
certificate of deposit yield curve. The estimatail ¥alues of total deposits exclude the fair valfieore deposits intangible, which represent
the value of the customer relationship measurethéywalues of demand deposits and savings depbaitbear a low or zero rate of interest
and do not fluctuate in response to changes imdsteates.

Federal funds, securities sold under agreememeptorchase and other short-term borrowings

Federal funds purchased, repurchase agreementdfardshort-term borrowings are commitments todarfunds which reprice at least
quarterly. Therefore, their outstanding balancesestimated to be their fair values.

Advances from FHLB
The fair value of advances was determined usinds batue due to its short time to maturity.
Debt security borrowings

The fair value of debt security borrowings witheftkmaturities was determined using discounted flaghanalysis over the full term of the
borrowings. The cash flows assumed no early repayofehe borrowings. Discount rates were basetherbroker CD yield curve. Variable
rate debt securities reprice at intervals of timemths or less, therefore, their outstanding ba&armce estimated to be their fair values.
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Note 31 - Supplemental Cash Flow Information

Supplemental cash flow information follows (in tisamds):

Year ended December 31,

1999 1998 1997

Cash paid for:

Interest $173,273 $153,645 $132,801

Income tax 6,271 1,494 1,089
Non cash investing and financing activities:

Mortgage loans exchanged for mortgage

backed securities 4,046
Additions to other real estate owned 639 2,975 541

Note 32 - Financial Instruments With Off-Balance Sket Risk, Commitments to Extend Credit and Standby etters of Credit
The following table presents a detail of commitnseotextend credit and standby letters of crediti{ousands):

December 31,

1999 1998
Financial instruments whose contract amounts repres ent credit risk:
Commitments to extend credit:
To originate loans $465,902 $245,257
Unused credit card lines 253,463 132,867
Unused personal lines of credit 10,362 10,536
Commercial lines of credit 244,135 96,874
Commercial letters of credit 12,345 19,101
Standby letters of credit 13,754 1,575

The Corporation's exposure to credit loss in trenewf nonperformance by the other party to tharfaial instrument on commitments to
extend credit and standby letters of credit isespented by the contractual amount of those instntsn&anagement uses the same credit
policies in making commitments and conditional gations as it does for on-balance sheet instruments

Commitments to extend credit are agreements totteadcustomer as long as there is no violatioanyf condition established in the contract.
These commitments generally expire within one y8arce certain commitments are expected to expifeowt being drawn upon, the total
commitment amount does not necessarily represanefeash requirements. In the case of credit camdgpersonal lines of credit, the
Corporation can at any time and without cause, elahe unused credit facility. The amount of catat, obtained if deemed necessary by the
Corporation upon extension of credit, is based @mafjement's credit evaluation of the borrower. Relbarged on the loans that are finally
disbursed is the rate being offered at the timddhars are closed, therefore, no fee is chargatiese commitments. The fee is the amount
which is used as the estimate of the fair valueoofimitments.
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In general, commercial and standby letters of ti@@i issued to facilitate foreign and domestideértransactions. Normally, commercial and
standby letters of credit are short-term commitmersed to finance commercial contracts for thersbigt of goods. The collateral for these
letters of credit include cash or available comnadimes of credit. The fair value of commercialdastandby letters of credit is based on the
fees currently charged for such agreements, whi€feaember 31, 1999 is not significant.

Interest rate risk management

The operations of the Corporation are subjectter@st rate fluctuations to the extent that inteeasning assets and interest-bearing liabilities
mature or reprice at different times or in differamounts. As part of the interest rate risk marag#, the Corporation has entered into a
series of interest rate swap agreements. Undeéntirest rate swaps, the Corporation agrees witargiarties to exchange, at specified
intervals, the difference between fixed-rate aondtihg-rate interest amounts calculated by referén@n agreed notional principal amount.
Net interest settlements on interest rate swapeeamrded as an adjustment to interest expensemosd accounts

The following table indicates the types of swapsdugn thousands):

Notional amount
Pay-fixed swaps:
Balance at December 31, 1997, 1998 and 1999 $ 50,000

Receive-fixed swaps:

Balance at December 31, 1997 $80,000
Expired contracts 40,000
Balance at December 31, 1998 40,000
Expired contracts 40,000
New contracts 185,000
Balance at December 31, 1999 $185,000

Pay-fixed swaps at December 31, 1999, have a fiadghted average rate payment of 6.48% (1998 9%)4hd a floating weighted average
rate receiving of 6.07% (1998 - 6.48%). Receivediswaps at December 31, 1999, have a floatinghtedgaverage rate payment of 6.09%
(1998 - 5.13%) and a fixed weighted average rateiveng of 7.05% (1998 - 7.15%). Floating ratestameed on an 85% to 100% of the
average of the last three months LIBOR rate.

For swap transactions, the amounts potentiallyestitp credit loss are the net streams of paymamndsr the agreements and not the notional
principal amounts used to express the volume o$thagps. At December 31, 1999 the Corporation hid net receivable of $1,286,445
(1998 - $876,949) related to the swap transactibhs.Corporation controls the credit risk of itteirest rate swap agreements through
approvals, limits, and monitoring procedures. TloepBration does not anticipate non-performancehkycbunterparties. As part of the swap
transactions, the Corporation is required to pledgateral in the form of deposits in banks orsdies. The book value and aggregate m:
value of securities pledged as collateral for ie¢érate
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swaps at December 31, 1999 was approximately $8liémrand $6.7 million, respectively (1998 - $In8llion and $1.9 million,
respectively). The period to maturity of the swap®ecember 31, 1999 ranged from five months thndifteen years (1998 - from one year
and four months through eight years and two months)

At December 31, 1999, the estimated fair valuequidate the Corporation's interest rate swapsap@soximately $192,000 (1998 -
$2,760,000).

Options

From time to time the Corporation may enter intb gnd call options with the intention of enhancihg yield of its investment portfolio. The
aggregate amount permitted to be outstanding uhéeprogram is limited by resolution of the BoafdDirectors. During 1999 and 1998
there was no activity under the program.

Interest Rate Protection Agreements (Caps)

The Corporation also issues interest rate protectgreements (Caps) to limit its exposure to rigigrest rates on its deposits. Under these
agreements, the Corporation pays an up front pranoiufee for the right to receive cash flow paynsantexcess of the predetermined cap
rate; thus, effectively capping its interest raistdor the duration of the agreement. The premaiamortized as an adjustment to interest
expense on deposits. The following table indicfiesagreements outstanding at December 31, 1998r&m thousands):

Cap agreements notional amount Cap Rate Current 90 day LIBOR Maturity
$50,000 6 .00% 6.00% March 27, 2000
200,000 6 .50% 6.00% June 4, 2000
200,000 6 .50% 6.00% October 2, 2000
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Note 33 - Segment Information

In 1998, the Corporation implemented SFAS No. 1Bik¢losures about Segments of an Enterprise aratdtelnformation”. The
Corporation has three reportable segments: Rataihbss, Treasury and Investments, and Commerorglo€ate business. Management
determined the reportable segments based on #gmaahtreporting used to evaluate performance amagddess where to allocate resources.
Other factors such as the Corporation's organizatichart, nature of the products, distributionrefels and the economic characteristics of
the products were also considered in the deterinimaf the reportable segments.

The Retail business segment is composed of theo€atipn's branches and loan centers together tithetail products of deposits and
consumer loans. Certain small commercial loansraatgd by the branches are included in the Retsiiness. Consumer loans include loans
such as personal, residential real estate, awgditaard and small loans. Finance leases ardrathaled in Retail business. The Commercial
Corporate segment is composed of commercial loadsarporate services such as letters of credicastt management. The Treasury and
Investment segment is responsible for the Corpmmativestment portfolio and treasury functions.

The accounting policies of the segments are thesethose described in Note 2 - "Summary of Saanf Accounting Policies.”

The Corporation evaluates the performance of tesats based on net interest income after the athprovision for loan losses. The
segments are also evaluated based on the averlameevof its earning assets less the allowanceofm losses.

The only intersegment transaction is the net texnsff funds between the segments and the Treasdrinaestment segment. The Treasury
and Investment segment sells funds to the RetdilGommercial Corporate segments to finance theditey activities and purchases funds
gathered by those segments. The interest rategecbarcredit by Investment and Treasury is baseharket rates.
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The following table presents information about tbportable segments (in thousands):

Treasury and Com mercial
Retail  Investments Cor porate  Total

For the year ended December 31, 1999:
Interest income $186,224 $108,332 $ 74,508  $369,064
Net (charge) credit for transfer of funds (4,018) 48,737 ( 44,719)
Interest expense (58,665) (124,665) (183,330)
Net interest income 123,541 32,404 29,789 185,734
Provision for loan losses (46,802) (1,159)  (47,961)
Segment income 76,739 32,404 28,630 137,773
Average earning assets 1,462,311 1,726,719 8 15,569 4,004,599
For the year ended December 31, 1998:
Interest income $ 178,251 $ 89,785 $ 52,499 $ 320,535
Net (charge) credit for transfer of funds 7,683 20,698 ( 28,381)
Interest expense (60,003) (95,127) (155,130)
Net interest income 125,931 15,356 24,118 165,405
Provision for loan losses (74,837) (1,163)  (76,000)
Segment income 51,094 15,356 22,955 89,405
Average earning assets 1,364,803 1,418,791 5 61,612 3,345,206
For the year ended December 31, 1997:
Interest income $ 184,761 $ 59,263 $ 40,246 $ 284,270
Net (charge) credit for transfer of funds (4,396) 27,534 ( 23,138)
Interest expense (58,553) (71,876) (130,429)
Net interest income 121,812 14,921 17,108 153,841
Provision for loan losses (52,343) (3,332) (55,675)
Segment income 69,469 14,921 13,776 98,166
Average earning assets 1,443,982 909,457 4 15,427 2,768,866

The following table presents a reconciliation af teportable segment financial information to tbesolidated totals (in thousands):

Year ended December 31,

1999 1998 1997
Interest income
Total interest income for segments $369,064  $320,535 $284,27 0
Interest income credited to expense accounts 763 89 0
Total consolidated interest income $369,064  $321,298 $285,16 0
Net income:
Total income for segments $137,773 $89,405 $98,16 6
Other income 32,862 58,240 39,86 6
Operating expenses (101,272)  (91,035) (82,37 9)
Income taxes (7,288) (4,798) (8,12 5)
Total consolidated net income $ 62,075 $51,812 $47,52 8
Average assets:
Total average earning assets for segments $4,004,599 $3,345,206  $2,768,86 6
Average non earning assets 168,182 148,331 143,64 3
Total consolidated average assets $4,172,781  $3,493,537  $2,912,50 9
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Note 34 - Litigation

The Corporation is a defendant in a number of lpgateedings arising in the normal course of bissin®lanagement believes, based on the
opinion of legal counsel, that the final dispositiaf these matters will not have a material advefext on the Corporation's financial posit
or results of operations.

Note 35 - Selected Quarterly Financial Data (Unautkd)

Financial data showing results of the 1999 and Ifi88ters is presented below. These results aradited. In the opinion of Management,
all adjustments necessary for a fair presentatée bbeen included:

1999
March 31 June 30 Sept. 30 Dec .31
Interest income $87,142, 829 $87,255,568 $94,475,146  $100,1 89,561
Net interest income 44,597, 465 46,340,663 46,789,092 48,0 06,136
Provision for loan losses 13,800, 000 12,949,500 11,016,500 10,1 94,500
Net income 14,141, 215 15,393,514 16,208,146 16,3 32,074
Earnings per common share-basic $0 .48 $0.49 $0.50 $0.52
Earnings per common share-diluted $0 .48 $0.49 $0.50 $0.51
1998
March 31 June 30 Sept. 30 Dec .31
Interest income $77,397, 641 $77,731,354  $79,846,911 $86,3 22,498
Net interest income 40,607, 988 41,193,889 39,812,331 44.5 54,228
Provision for loan losses 21,738, 000 13,929,000 21,420,000 18,9 13,000
Net income 12,360, 681 12,700,723 13,064,618 13,6 86,365
Earnings per common share-basic $0 42 $0.43 $0.44 $0.46
Earnings per common share-diluted $0 42 $0.43 $0.43 $0.46

Note 36 - First BanCorp (Holding Company Only) Finacial Information

The following condensed financial information presethe financial position of the Holding Compamjyoat December 31, 1999 and 1998
and the results of its operations and its cashdlfmw the period ended on December 31, 1999 amd @ctober 1st, 1998 through December
31, 1998.
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Statements of Financial Condition

Assets:
Cash and due from depository institutions

Money market instruments

Investment securities available for sale, at market

United States Government obligations
Other investments

Total investment securities available for

Investment in FirstBank Puerto Rico, at equity
Other assets

Total assets

Liabilities & Stockholders' Equity:
Other borrowings
Accounts payable and other liabilities

Total liabilities
Stockholders' equity

Contingencies and commitments
Total liabilities and stockholders' equity

Statements of Income

Income:
Interest income on investment securities
Interest income on other investments
Dividend from subsidiary
Other income

Expenses:
Other operating expenses

Income before income taxes and equity in
undistributed earnings of subsidiary

Income taxes

Equity in undistributed earnings of subsidiary

Net income
Other comprehensive (loss) income, net of tax

Comprehensive (loss) income

The principal source of income for the
earnings from FirstBank.

December 31, 1999

$ 13,159,737

value:
24,890,139
21,291,774

sale 46,181,913
235,637,500
348,337

$ 865,360
1,337,628
2,202,988

294,902,249

Year ended Oc

December 31, 1999

$ 1,536,930
1,140,656
10,000,000

61,161

12,496,569
374,245
49,952,625

62,074,949
(77,398,890)

Holding Company consists of
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December 31, 1998

$ 5,702,362

264,447,053
218,653

$270,368,068

Period from
tober 1, 1998 through
December 31, 1998

$10,359,843

10,359,843

10,344,733

3,341,632

13,686,365
8,749,931



Statement of Cash Flows

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net
cash provided by operating activities:
Equity in undistributed earnings of subsid
Net increase in other assets
Net increase in other liabilities

Total adjustments
Net cash provided by operating activities

Cash flows from investing activities:
Purchases of securities available for sale

Net cash used by investing activities

Cash flows from financing activities:
Proceeds from other borrowings
Proceeds from issuance on preferred stock
Exercise of stock options
Cash dividends paid
Treasury stock acquired

Net cash provided by financing activities

Net increase in cash
Cash and cash equivalents the beginning of period

Cash and cash equivalents at the end of period
Cash and cash equivalents include:

Cash and due from banks
Money market instruments

iary

Year ended
December 31, 1999

(49,952,625)
(129,686)
883,201

865,360
86,850,217
176,313
(14,657,799)
(32,510,611)

9,235,125
5,702,362

1,777,750
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Period from
tober 1, 1998 through
December 31, 1998

(3,341,632)
(218,654)

(3,560,286)

(2,212,467)
(2,211,250)

5,702,362

$5,702,362

$5,702,362

$5,702,362



Stockholders' Information
Independent Certified Public Accountants PricewaiaseCoopers LLP

Annual Meeting:
The annual meeting of stockholders will be heldAnil 27, 2000, at 2:00 p.m., at the main officetlodé Corporation located at 1519 Ponce de
Leon Avenue, Santurce, Puerto Rico.

Telephone (787) 729-8200
Internet http://www.1bankpr.com

Additional Information and Form 10-K:

Additional financial information about First Ban@amay be requested to Mrs. Laura Villarino, SeMme President and Controller, PO Box
9146, Santurce, Puerto Rico 00908. Copies of BiastCorp's Form 10K filed with the SEC, will be pided to stockholders upon written
request to Mrs. Laura Villarino at the same mailaatyiress.

Transfer Agent and Registrar:
The Bank of New York, 101 Barclay Street 12W, Neark, NY 10286

General Counsels:

Fiddler, Gonzalez & Rodriguez, LLP
Latimer, Biaggi, Rachid & Godreau
Melendez Perez, Moran & Santiago
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ARTICLE 9

PERIOD TYPE

FISCAL YEAR END
PERIOD END

CASH

INT BEARING DEPOSITE
FED FUNDS SOLLC
TRADING ASSETS
INVESTMENTS HELD FOR SALE
INVESTMENTS CARRYING
INVESTMENTS MARKET
LOANS

ALLOWANCE

TOTAL ASSETS
DEPOSITS

SHORT TERM

LIABILITIES OTHER

LONG TERM

PREFERRED MANDATORY
PREFERREL

COMMON

OTHER SE

TOTAL LIABILITIES AND EQUITY
INTEREST LOAN
INTEREST INVEST
INTEREST OTHER
INTEREST TOTAL
INTEREST DEPOSIT
INTEREST EXPENSE
INTEREST INCOME NET
LOAN LOSSES
SECURITIES GAINS
EXPENSE OTHEF

INCOME PRETAX

INCOME PRE EXTRAORDINARY
EXTRAORDINARY
CHANGES

NET INCOME

EPS BASIC

EPS DILUTED

YIELD ACTUAL

LOANS NON

LOANS PAST

LOANS TROUBLED
LOANS PROBLEM
ALLOWANCE OPEN
CHARGE OFF<
RECOVERIES
ALLOWANCE CLOSE
ALLOWANCE DOMESTIC
ALLOWANCE FOREIGN
ALLOWANCE UNALLOCATED

YEAR
DEC 31 199
DEC 31 199

58,267,92
35,217,06

0

0
1,454,074,17
304,046,03
286,830,71
2,745,368,09
(71,784,237
4,721,568,16
2,565,421,63
1,654,635,30
57,514,89
149,094,08
0

90,000,00
28,060,55
176,841,69
4,721,568,16
260,741,17
107,221,10
1,100,82:
369,063,10
90,489,12
183,329,74
185,733,35
47,960,50
1,376,67;
101,271,89
69,363,39
69,363,39

0

0

62,074,94
2.0C

1.9¢

4.8F
53,816,00
13,781,00

0

0

67,854,06
53,664,74
9,634,41;
71,784,23
71,784,23

0

0
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