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1519 PONCE DE LEON AVENUE
SANTURCE, PUERTO RICO 00908
(787) 729-8200

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
To the Stockholders of First BanCorp:

NOTICE IS HEREBY GIVEN, pursuant to a resolution of the Board of Directors and Section 3 of the Corporation s
By-laws, that a Special Meeting of Stockholders of First BanCorp will be held at our principal offices located at 1519
Ponce de Leon Avenue, Santurce, Puerto Rico, on August 24, 2010, at 10:00 a.m., for the purpose of considering and
taking action on the following matters, all of which are described in the accompanying Proxy Statement:

(1) To approve the issuance of up to 256,401,610 shares of the Corporation s Common Stock in exchange (the
Exchange Offer ) for shares of the Corporation s Noncumulative Perpetual Monthly Income Preferred Stock, Series A,
B, C, D and E ( Preferred Stock ), in accordance with applicable New York Stock Exchange rules;

(2) To approve the issuance of shares of the Corporation s Common Stock in the Exchange Offer to Héctor M.
Nevares-LaCosta, a member of the Board of Directors, in exchange for his shares of Preferred Stock in accordance
with applicable New York Stock Exchange rules;

(3) To approve an amendment to Article Sixth of the Corporation s Restated Articles of Incorporation to decrease the
par value of the Corporation s Common Stock from $1.00 to $0.10;

(4) To approve the issuance of up to 28,476,121 shares of the Corporation s Common Stock to The Bank of Nova
Scotia ( BNS ), in accordance with applicable New York Stock Exchange rules, if it exercises its anti-dilution right
under the Stockholder Agreement, dated August 24, 2007 (the Stockholder Agreement ), by and between us and BNS,
in connection with the Exchange Offer;

(5) To approve the issuance of shares of the Corporation s Common Stock to BNS, in accordance with applicable New
York Stock Exchange rules, if it exercises its anti-dilution right under the Stockholder Agreement, in connection with
the conversion into Common Stock of the Fixed Rate Cumulative Mandatorily Convertible Preferred Stock, Series G;

(6) To approve an amendment to Article Sixth of the Corporation s Restated Articles of Incorporation to increase the
number of authorized shares of the Corporation s Common Stock from 750,000,000 to 2,000,000,000; and

(7) To approve an amendment to Article Sixth of the Corporation s Restated Articles of Incorporation to implement a
reverse stock split.

Only stockholders of record as of the close of business on July [26], 2010 are entitled to receive notice of and to vote
at the Special Meeting or any adjournment or adjournments thereof. A list of stockholders as of the Record Date will
be open to the examination of any stockholder, for any purpose germane to the Special Meeting, during ordinary
business hours, for a period of ten days prior to the Special Meeting, at our principal offices.

You are cordially invited to attend the Special Meeting. It is important that your shares be represented regardless of

the number you own. Even if you plan to be present at the Special Meeting, you are urged to complete, sign, date
and promptly return the enclosed proxy in the envelope provided. If you attend the Special Meeting, you may
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vote either in person or by proxy. You may revoke any proxy that you give at any time prior to its exercise.
By Order of the Board of Directors

/s/ Lawrence Odell

Lawrence Odell

Secretary

Santurce, Puerto Rico
[July __], 2010
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1519 Ponce De Leon Avenue
Santurce, Puerto Rico 00908

SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD ON AUGUST 24, 2010

This proxy statement (the Proxy Statement ) is furnished in connection with the solicitation of proxies on behalf of the
Board of Directors of First BanCorp (the Corporation ) for use at the Special Meeting of Stockholders to be held at our
offices located at 1519 Ponce de Leon Avenue, Santurce, Puerto Rico, on August 24, 2010 at 10:00 a.m., and at any
adjournment or adjournments thereof (the Special Meeting ). This Proxy Statement is first being sent or given to
holders of record of our common stock, par value $1.00 per share (the Common Stock ), on or about [July __], 2010.
The Board of Directors has designated two individuals to serve as proxies to vote the shares represented at the Special
Meeting. Shares represented by properly executed proxies that are received will be voted at the Special Meeting in
accordance with the instructions specified in the proxy. If you properly submit a proxy but do not give instructions on
how you want your shares to be voted, your shares will be voted FOR each proposal by the designated proxies in
accordance with the Board of Directors recommendations, which are described below.

QUESTIONS AND ANSWERS ABOUT THE SPECIAL MEETING
What information is contained in this Proxy Statement?

The information in this Proxy Statement relates to the proposals to be voted on at the Special Meeting, the voting
process, and other required information.

What is the purpose of the Special Meeting?
At the Special Meeting, stockholders will act upon the following matters:

(1) the issuance of up to 256,401,610 shares of Common Stock in exchange (the Exchange Offer ) for shares of our
Noncumulative Perpetual Monthly Income Preferred Stock, Series A, B, C, D, and E ( Preferred Stock );

(ii) the issuance of shares of Common Stock in the Exchange Offer to Director Héctor M. Nevares-LaCosta, a member
of our Board of Directors, upon his exchange of his shares of Preferred Stock for shares of Common Stock;

(iii) an amendment to Article Sixth of our Restated Articles of Incorporation ( Articles of Incorporation ) to decrease
the par value of the Common Stock from $1.00 to $0.10 per share;

(iv) the issuance of up to 28,476,121 shares of Common Stock to The Bank of Nova Scotia ( BNS ) if it exercises its
anti-dilution right under the Stockholder Agreement dated August 24, 2007 (the Stockholder Agreement ) in
connection with the Exchange Offer;

(v) the issuance of shares of Common Stock to BNS if it exercises its anti-dilution right under the Stockholder
Agreement in connection with the conversion into Common Stock of the Fixed Rate Cumulative Mandatorily
Convertible Preferred Stock, Series G ( Series G Preferred Stock ), owned by the United States Department of the
Treasury (the U.S. Treasury );

(vi) an amendment to Article Sixth of our Articles of Incorporation to increase the number of authorized shares of
Common Stock from 750,000,000 to 2,000,000,000; and
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(vii) an amendment to Article Sixth of our Articles of Incorporation to implement a reverse stock split.
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What should I receive?

You should receive this Proxy Statement, including exhibits, the Notice of Special Meeting of Stockholders and the
proxy card.

How many votes do I have?

You will have one vote for every share of Common Stock you owned as of the close of business on July [26], 2010,
the Record Date for the Special Meeting.

If I am a holder of shares of Common Stock, but I did not hold my shares of Common Stock as of the Record
Date, am I entitled to vote?

If you were not a record or beneficial holder of shares of Common Stock as of the Record Date, you will not be
entitled to vote with respect to such shares.

How many votes can all stockholders cast?

Stockholders may cast one vote for each of the Corporation s 92,542,722 shares of Common Stock that were
outstanding on the Record Date.

How many votes must be present to hold the Special Meeting?

A majority of the votes that can be cast must be present either in person or by proxy to hold the Special Meeting.
Proxies received but marked as abstentions or broker non-votes will be included in the calculation of the number of
shares considered to be present at the Special Meeting for purposes of determining whether the majority of the votes
that can be cast are present. A broker non-vote occurs when a broker or other nominee indicates on the proxy card that
it does not have discretionary authority to vote on a particular matter. Votes cast by proxy or in person at the Special
Meeting will be counted by The Bank of New York Mellon, an independent third party. We urge you to vote by
proxy even if you plan to attend the Special Meeting so that we will know as soon as possible that enough votes
will be present for us to hold the Special Meeting.

Why is my approval necessary for the issuances of shares of Common Stock?

Our Common Stock is listed on the NYSE under the symbol FBP. As further discussed below, NYSE Listed
Company Manual Section 312.03 requires that we seek stockholder approval prior to the issuances of Common Stock
contemplated by Proposal Nos. 1, 2, 4, and 5.

What vote is required and how are abstentions and broker non-votes treated?

Approval of each of Proposal Nos. 1, 2, 4, and 5, relating to the issuance of shares of Common Stock in accordance
with applicable New York Stock Exchange rules, requires the affirmative vote of the holders of a majority of the votes
cast on each such proposal, provided that the total votes cast on such proposal, whether for or against, represent over
50% of all of the shares of Common Stock outstanding. Abstentions and broker non-votes will not be counted in
determining the number of votes cast.

Approval of Proposal Nos. 3, 6, and 7, relating to amendments to Article Sixth of the Articles of Incorporation,

requires the affirmative vote of a majority of the shares of Common Stock outstanding. Broker non-votes and
abstentions will have the same effect as votes cast against the proposed amendments.
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How does the Board recommend that I vote?
The Board of Directors recommends that you vote:
FOR the issuance of up to 256,401,610 shares of Common Stock in the Exchange Offer;

FOR the issuance of shares of Common Stock in the Exchange Offer to Director Nevares-LaCosta upon his
exchange of his shares of Preferred Stock for shares of Common Stock;

2
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FOR the amendment to Article Sixth of our Articles of Incorporation to decrease the par value of our Common
Stock from $1.00 to $0.10 per share;

FOR the issuance of up to 28,476,121 shares of Common Stock to BNS if it chooses to exercise its
anti-dilution right under the Stockholder Agreement in connection with the Exchange Offer;

FOR the issuance of shares of Common Stock to BNS if it chooses to exercise its anti-dilution right under the
Stockholder Agreement in connection with the conversion of Series G Preferred Stock;

FOR the amendment to Article Sixth of our Articles of Incorporation to increase the number of authorized
shares of Common Stock from 750,000,000 to 2,000,000,000; and

FOR the amendment to Article Sixth of our Articles of Incorporation to implement a reverse stock split.
How do I vote?
You can vote either in person at the Special Meeting or by proxy without attending the Special Meeting.
To vote by proxy, you must:

fill out the enclosed proxy card, date, sign, and return it in the enclosed postage-paid envelope;

vote by telephone (instructions are on the proxy card); or

vote over the Internet (instructions are on the proxy card).

Please refer to the specific instructions set forth on the enclosed proxy card. For security reasons, our electronic voting
system has been designed to authenticate your identity as a stockholder.

If you hold your shares in street name, your broker, bank, trustee or other nominee will provide you with materials
and instructions for voting your shares.

Can I vote my shares in person at the Special Meeting?

If youare a stockholder of record, you may vote your shares in person at the Special Meeting. If you hold your
shares in street name, you must obtain a valid, legal proxy from your broker, bank, trustee or other nominee, giving
you the right to vote the shares at the Special Meeting.

What is the difference between holding shares as a stockholder of record and as a beneficial owner?

Most of our stockholders hold their shares through a broker, bank, trustee or other nominee rather than directly in their
own name. As summarized below, there are some differences between shares held of record and those owned
beneficially.

Stockholder of Record. If your shares are registered directly in your name with our transfer agent, The Bank of New
York Mellon Shareowner Services, LLC, you are considered the stockholder of record with respect to those shares,
and these proxy materials are being sent directly to you. As a stockholder of record, you may vote in person at the
Special Meeting or vote by proxy. Whether or not you plan to attend the Special Meeting, we urge you to vote via the
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Internet, by telephone, or by completing, signing, dating and returning the proxy card.

Beneficial Owner. If your shares are held by a broker, bank, trustee or other nominee, you are considered the
beneficial owner of shares held in street name, and these proxy materials are being forwarded to you by your broker,
bank, trustee or other nominee who is considered the stockholder of record with respect to those shares. As a

beneficial owner, you have the right to direct your broker, bank, trustee or other nominee on how to vote the shares
held in your account, and it will enclose or provide voting instructions for you to use in directing it on how to vote
your shares. The organization that holds your shares, however, is considered the stockholder of record for purposes of
voting at the Special Meeting. Accordingly, because you are not the

3
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stockholder of record, you may not vote your shares in person at the Special Meeting unless you request and obtain a
valid, legal proxy from your broker, bank, trustee or other nominee giving you the right to vote the shares at the
Special Meeting. The organization that holds your shares cannot vote your shares without your instructions, so
it is important that you exercise your right to vote.

Who will bear the costs of soliciting proxies for the Special Meeting?

We will bear the cost of soliciting proxies for the Special Meeting. In addition to solicitation by mail, proxies may be
solicited personally, by telephone or otherwise. The Board of Directors has engaged the firm of Morrow & Co., LLC
to aid in the solicitation of proxies. The cost is estimated at $10,000, plus reimbursement of reasonable out-of-pocket
expenses. Our directors, officers and employees may also solicit proxies but will not receive any additional
compensation for their services. Proxies and proxy materials will also be distributed at our expense by brokers,
nominees, custodians and other similar parties.

Can I change my vote?

Yes, you may change your vote. If you are a stockholder of record, you may revoke your proxy at any time before it is
exercised by sending in a new proxy card with a later date, or casting a new vote by telephone or over the Internet, or
sending a written notice of revocation to the President or Secretary of First BanCorp, at P.O. Box 9146, San Juan,
Puerto Rico 00908-0146, delivered before the proxy is exercised. If you attend the Special Meeting and want to vote
in person, you may request that your previously submitted proxy not be used. If your shares are held in the name of a
broker, bank, trustee or other nominee, that institution will instruct you as to how your vote may be changed.

What should I do if I receive more than one set of proxy materials?

You may receive more than one set of voting materials, including multiple copies of this Proxy Statement and
multiple proxy cards. For example, if you hold your shares in more than one brokerage account, you may receive a
separate proxy card for each brokerage account in which you hold shares. Please complete, sign, date and return each
proxy card that you receive.

Could other matters be presented at the Special Meeting?

The Board of Directors does not intend to present any business at the Special Meeting other than that described in the
Notice of Special Meeting of Stockholders.

What happens if the Special Meeting is postponed or adjourned?

Your proxy will still be valid and may be voted at the postponed or adjourned Special Meeting. You will still be able
to change or revoke your proxy until it is voted.

Who can help answer my questions?

If you have any questions about how to grant or revoke your vote or need copies of our filings, you should contact
Lawrence Odell, Secretary of the Board of Directors, by e-mail at Jawrence.odell @firstbankpr.com or by telephone at
787-729-8109.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE
SPECIAL MEETING OF STOCKHOLDERS TO BE HELD ON AUGUST 24, 2010
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This Proxy Statement, including exhibits, and the 2009 annual report to security holders are available at
http://bnymellon.mobular.net/bnymellon/fbp. You may obtain directions to be able to attend the Special Meeting and
vote in person by contacting Lawrence Odell, Secretary of the Board of Directors, by e-mail at

lawrence.odell @firstbankpr.com or by telephone at 787-729-8109.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following tables sets forth certain information as of June 30, 2010, unless otherwise described, with respect to
shares of our Common Stock and Preferred Stock beneficially owned (unless otherwise indicated in the footnotes) by:
(1) each person known to us to be the beneficial owner of more than 5% of our Common Stock; (2) each director;

(3) each named executive officer (as defined in Item 402(a)(2) of Regulation S-K); and (4) all current directors and
executive officers as a group. Any ownership of Preferred Stock by executives who are not named executive officers
is also shown. This information has been provided by each of the directors and executive officers at our request or
derived from statements filed with the SEC pursuant to Section 13(d) or 13(g) of the Securities Exchange Act of 1934,
as amended (the Exchange Act ). Beneficial ownership of securities, as shown below, has been determined in
accordance with applicable guidelines issued by the SEC. Beneficial ownership includes the possession, directly or
indirectly, through any formal or informal arrangement, either individually or in a group, of voting power (which
includes the power to vote, or to direct the voting of, such security) and/or investment power (which includes the
power to dispose of, or to direct the disposition of, such security).

(1) Beneficial Owners of More Than 5% of our Common Stock:

Amount and

Nature of

Beneficial Percent of
Name and Address of Beneficial Owner(a) Ownership Class(b)
The Bank of Nova Scotia 9,250,450(c) 10.00%

44 King Street West 6th FI.

Toronto, Canada M5H 1H1

FMR LLC 7,300,000(d) 7.89%
82 Devonshire Street

Boston, MA 02109

Angel Alvarez-Pérez 6,360,518(¢e) 6.87%
Condominio Plaza Stella Apt.1504

Avenida Magdalena 1362

San Juan, Puerto Rico 00907

BlackRock, Inc. 6,220,207(f) 6.72%
40 East 52nd Street

New York, NY 10022

First Trust Portfolio L.P. 4,676,229(g) 5.05%

120 East Liberty Drive, Suite 400
Wheaton, Illinois 60187

(a) This table does not include the shares of Common Stock that the U.S. Treasury may acquire pursuant to the
warrant to purchase 5,842,259 shares of Common Stock, or 6.31% of the currently outstanding shares of
Common Stock, at an initial exercise price of $0.7252 per share. This warrant was originally issued to the U.S.
Treasury at the time it acquired our Fixed Rate Cumulative Perpetual Preferred Stock, Series F, $1,000
liquidation preference per share (the Series F Preferred Stock ), in January 2009 and was amended and restated at
the time that we exchanged the Series F Preferred Stock and accrued and unpaid dividends on the Series F
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Preferred Stock for shares of a new series of Series G Preferred Stock, that is convertible into approximately
[380.2] million shares of Common Stock based on the initial conversion price under certain conditions, as
described below under Overview of Proposals Agreement with the U.S. Treasury.

(b) Based on 92,542,722 shares of Common Stock outstanding as of June 30, 2010.

(c) On August 24, 2007, we entered into a Stockholder Agreement with BNS, which acquired 9,250,450 shares of
Common Stock in a private placement at a price of $10.25 per share pursuant to the terms of an investment
agreement dated February 15, 2007. BNS filed a Schedule 13D on September 4, 2007 reporting the beneficial
ownership of 10% or 9,250,450 shares of Common Stock as of August 24, 2007 and reported that it possessed
sole voting power and sole dispositive power over 9,250,450 shares.

5
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(d) Based solely on a Schedule 13G/A filed with the SEC on February 16, 2010 in which FMR LLC reported
aggregate beneficial ownership of 7,300,000 shares of the Corporation as of December 31, 2009. FMR LLC
reported that it possessed sole power to dispose or to direct the disposition of 7,300,000 shares. FMR LLC

reported that it did not possess sole power to vote or direct the vote of any shares beneficially owned.

(e) Based solely on a Schedule 13D/A filed with the SEC on May 13, 2009 by Mr. Angel Alvarez-Pérez in which
Mr. Alvarez-Pérez reported aggregate beneficial ownership of 6,360,518 shares of the Corporation. Mr.
Alvarez-Pérez reported that he possessed sole voting power and sole dispositive power over 6,339,218 shares and

shared voting power and shared dispositive power over 20,300 shares.

(f) Based solely on a Schedule 13G filed with the SEC on January 29, 2010 in which BlackRock, Inc. reported
aggregate beneficial ownership of 6,220,207 shares of the Corporation as of December 31, 2009. BlackRock, Inc.
reported that it possessed sole voting power and sole dispositive power over 6,220,227 shares.

(g) Based solely on a Schedule 13G/A filed with the SEC on February 10, 2010 in which First Trust Portfolios L.P.
and certain of its affiliates reported aggregate beneficial ownership of 4,676,229 shares of the Corporation as of
December 31, 2009. First Trust Portfolios L.P. and certain of its affiliates reported that they possessed shared
power to vote or to direct the vote of and shared power to dispose or to direct the disposition of 4,676,229 shares

beneficially owned.

(2) Beneficial Ownership of Common Stock of Directors, Named Executive Officers and Directors and

Executive Officers as a Group

Name of Beneficial Owner

Directors

Aurelio Aleman-Bermudez, President and Chief Executive Officer

José Menéndez-Cortada, Chairman of the Board

Jorge L. Diaz-Irizarry

José Ferrer-Canals

Sharee Ann Umpierre-Catinchi

Fernando Rodriguez-Amaro

Héctor M. Nevares-La Costa

Frank Kolodziej-Castro

José F. Rodriguez-Perelld

Executive Officers

Luis Beauchamp-Rodriguez, former President, Chief Executive Officer and
Chairman of the Board(5)

Orlando Berges-Gonzalez, Executive Vice President and Chief Financial Officer
Lawrence Odell, Executive Vice President, General Counsel and Secretary
Randolfo Rivera-Sanfeliz, former Executive Vice President(6)

Calixto Garcia-Vélez, Executive Vice President

Fernando Scherrer, former Executive Vice President and Chief Financial
Officer(7)

Table of Contents

Amount and
Nature of
Beneficial

Ownership(1)

872,000
45,896
62,737(2)

5,527
81,677(3)
32,207

4,543,396(4)
2,762,483
324,077

17,000
10,000
225,000
24,340

47,500

Percent of

Class*

* K K K K

4.91%
2.99%

* K K K X
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Current Directors and Executive Officers as a group (17 persons) 9,394,078 10.02%

*  Represents less than 1% of our outstanding Common Stock.

(1) For purposes of this table, beneficial ownership is determined in accordance with Rule 13d-3 under the Exchange
Act, pursuant to which a person or group of persons is deemed to have beneficial ownership of a security if that
person has the right to acquire beneficial ownership of such security within 60 days. Therefore, it includes the
number of shares of Common Stock that could be purchased by exercising stock

6
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options that were exercisable as of June 30, 2010 or within 60 days after that date, as follows:

Mr. Aleman-Bermudez, 672,000; Mr. Odell, 175,000; and 1,221,000 shares for all current directors and executive
officers as a group. Also, it includes shares granted under the First BanCorp 2008 Omnibus Incentive Plan,
subject to transferability restrictions and/or forfeiture upon failure to meet vesting conditions, as follows:

Mr. Menéndez-Cortada, 2,685; Mr. Diaz-Irizarry, 2,685; Mr. Ferrer-Canals, 2,685; Ms. Umpierre-Catinchi,
2,685; Mr. Rodriguez-Amaro, 2,685; Mr. Nevares-LaCosta, 2,685; Mr. Kolodziej-Castro, 2,685; and

Mr. Rodriguez-Perelld, 2,685; 21,480 shares for all current directors and executive officers as a group. The
amount does not include shares of Common Stock acquired through the Corporation s Defined Contribution Plan
pursuant to which participants may acquire units equivalent to shares of Common Stock through a unitized stock
fund.

(2) This amount includes 22,460 shares owned separately by his spouse.
(3) This amount includes 9,000 shares owned jointly with her spouse.

(4) This amount includes 3,941,459 shares owned by Mr. Nevares-LaCosta s father over which he has voting and
investment power as attorney-in-fact.

(5) Mr. Beauchamp-Rodriguez resigned as Chief Executive Officer of the Corporation on September 28, 2009.
(6) Mr. Rivera-Sanfeliz is no longer an employee of the Corporation effective as of June 28, 2010.
(7) Mr. Scherrer resigned as Chief Financial Officer of the Corporation on July 31, 2009.

(3) Beneficial Ownership of Preferred Stock by Directors and Executive Officers:

The following table sets forth information as of June 30, 2010 with respect to shares of our Preferred Stock

beneficially owned by our directors and executive officers:

Amount of Beneficial Ownership

Number of
Preferred
Shares
Percent
Beneficially of
Name of Beneficial Owner Title of Securities Owned Class
José Menéndez- Cortada Series A Preferred Stock 1,500 *
Chairman of the Board of Directors Series B Preferred Stock 500 *
Series C Preferred Stock 2,000 *
Series D Preferred Stock 6,000 *
Jorge L. Diaz-Irizarry Series B Preferred Stock 2,150 *
Director
Sharee Ann Umpierre-Catinchi Series E Preferred Stock 92,000 *
Director
Héctor M. Nevares-La Costa Series A Preferred Stock 18,000(1)
Director Series B Preferred Stock 73,300(2)
Series C Preferred Stock 22,000
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Series D Preferred Stock 82,800(3)
Dacio Pasarell Series D Preferred Stock 300 *
Executive Vice President Series E Preferred Stock 4,300 *

* Represents less than 1% of applicable class of Preferred Stock.

(1) This amount includes 8,000 shares held in a trust for the benefit of Mr. Nevares-LaCosta s parents over which
Mr. Nevares-LaCosta has voting and investment power as trustee.

(2) This amount includes 20,000 shares owned by Mr. Nevares-LaCosta s parents over which he has voting and
investment power as attorney-in-fact.

(3) This amount includes 6,400 shares owned by Mr. Nevares-LaCosta s parents over which he has voting and
investment power as attorney-in-fact.

José Menéndez-Cortada, Jorge L. Diaz-Irizarry, Sharee Ann Umpierre-Catinchi, Héctor M. Nevares-LaCosta and
Dacio Pasarell have advised us that they will tender all of their shares of Preferred Stock in the Exchange Offer.
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OVERVIEW OF PROPOSALS
Background

For the fiscal year ended 2009 and the first quarter of 2010, we reported losses of approximately $275 million and
$107 million, respectively. These losses were primarily caused by specific reserves and provisions against our loan
portfolios in Florida and Puerto Rico. The deterioration in the quality of these assets resulted from the economic
recession being experienced in the United States and in Puerto Rico. Particularly hard hit by the recession were real
estate values in the two principal markets in which we operate. This adverse financial downturn diminished the
collateral values supporting many of the loans extended by us in those markets. In turn, this caused us to increase
reserves and, in many cases, charge off substantial amounts. The downturn in the economy and the resulting
deterioration of our credits increased our non-performing assets as of March 31, 2010 to approximately $1.8 billion.

As a result of the continuing difficult economic conditions, we are seeking to improve our capital structure. We have
assured our regulators that we are committed to raising capital and we have submitted capital plans to our regulators
regarding how we plan to raise capital. The capital plans were submitted in accordance with a Written Agreement
dated June 3, 2010 (the Agreement ) that we entered into with the Federal Reserve Bank of New York (the Fed )and a
Consent Order dated June 2, 2010 (the Order and collectively with the Agreement, the Agreements ) that our
subsidiary, FirstBank Puerto Rico ( FirstBank), entered into with the Federal Deposit Insurance Corporation (the

FDIC ) and the Commissioner of Financial Institutions of the Commonwealth of Puerto Rico. Pursuant to these
Agreements, the Corporation and FirstBank agreed to take certain actions designed to improve our financial condition.
These actions include the adoption and implementation of various plans, procedures and policies related to our capital,
lending activities, liquidity and funds management and strategy. The Order requires FirstBank to develop and adopt a
plan to attain a leverage ratio of at least 8%, a Tier 1 capital to risk-weighted assets ratio of at least 10% and a Total
capital to risk-weighted assets ratio of at least 12%, and obtain approval prior to issuing, increasing, renewing or
rolling over brokered deposits. The Agreement also requires the Corporation to obtain the approval of the Fed prior to
paying dividends, receiving dividends from FirstBank, incurring, increasing or guaranteeing any debt, or purchasing
or redeeming any stock, to comply with certain notice provisions prior to appointing any new directors or senior
executive officers and to comply with certain restrictions on severance payments and indemnification. Concurrent
with the issuance by the FDIC of its Order, the FDIC granted FirstBank a temporary waiver through June 30, 2010 to
enable it to continue accessing the brokered deposit market. The FDIC has granted an additional waiver through
September 30, 2010. FirstBank will request waivers for future periods. No assurance can be given that the FDIC will
continue to issue waivers for amounts that will enable FirstBank to meet its funding needs. Any failure to obtain a
waiver would have a significantly adverse effect on FirstBank, which has relied on brokered deposits to fund a major
part of its operations and had, as of March 31, 2010, $7.4 billion in brokered deposits outstanding, representing
approximately 57% of our total deposits.

We have been taking steps to implement strategies to increase tangible common equity and regulatory capital through

(1) the Exchange Offer, which is being submitted for stockholder approval at the Special Meeting, (2) the issuance of
approximately $500 million of equity in one or more public or private offerings (a Capital Raise ), (3) the conversion
into Common Stock of the shares of Series G Preferred Stock that we issued to the U.S. Treasury in exchange for the
Series F Preferred Stock that we sold to the U.S. Treasury on January 16, 2009, and (4) a rights offering to common
stockholders. With respect to a Capital Raise, we plan to seek to raise at least $500 million of equity because we

believe that amount would enable us to absorb possible additional losses based on a worst case evaluation of possible
losses over the next five years while maintaining the capital ratios required for a well-capitalized financial institution

as well as those required by the FDIC s Order. With respect to the conversion, under the conditions described below,

we can compel the conversion of the Series G Preferred Stock into shares of Common Stock. See ~ Agreement with the
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can be given that we will complete the Exchange Offer, a Capital Raise, the conversion of the Series G Preferred
Stock into Common Stock or a rights offering.

We believe that the Exchange Offer and, to the extent completed, the conversion of the Series G Preferred Stock into
Common Stock and a Capital Raise would enhance our long-term financial stability, improve our ability to operate in
the current economic environment, and improve our ability to access the capital markets in order to fund strategic
initiatives or other business needs and to absorb any future credit losses.

Our inability to complete the Exchange would hinder our efforts to sell Common Stock in a Capital Raise. If we need
to continue to recognize significant reserves and we cannot complete a Capital Raise, the Corporation and FirstBank
may not be able to comply with the minimum capital requirements included in the capital plans required by the
Agreements. These capital plans, which are subject to the approval of our regulators, set forth our plan to attain the
capital ratio requirements set forth in the Order over time. If, at the end of any quarter, we do not comply with any
specified minimum capital ratios, we must notify our regulators. The Corporation must notify the Fed within 30 days
of the end of any quarter of its inability to comply with a capital ratio requirement and submit an acceptable written
plan that details the steps it will take to comply with the requirement. FirstBank must immediately notify the FDIC of
its inability to comply with a capital ratio requirement and, within 45 days, it must either increase its capital to comply
with the ratio requirements or submit a contingency plan to the FDIC for its sale, merger, or liquidation. In the event
of a liquidation of FirstBank, the holders of any outstanding preferred stock would rank senior to the holders of our
Common Stock with respect to rights upon any liquidation of the Corporation.

The Exchange Offer for Preferred Stock

On July 16, 2010, we commenced the Exchange Offer. For each share of Preferred Stock that we accept for exchange
in accordance with the terms of the Exchange Offer, we will issue a number of shares of our Common Stock having
the aggregate dollar value (based on a price per share determined as described below) equal to $13.75, which is equal
to 55% of the $25 liquidation preference of a share of Preferred Stock. The price per share will be based on the greater
of the average Volume Weighted Average Price (or VWAP ) during the five trading-day period ending on the second
business day immediately preceding the expiration date of the Exchange Offer and the minimum share price of $1.18.
As of July 21, 2010, the market value of a share of Common Stock was $0.51 and the market prices of a share of each
series of Preferred Stock were as follows: Series A Preferred Stock - $4.77; Series B Preferred Stock  $4.70; Series C
Preferred Stock  $4.77; Series D Preferred Stock - $4.89; and Series E Preferred Stock  $4.65. If the minimum share
price is used to determine the number of shares to be issued in the Exchange Offer, we will issue 11.6525 shares of
Common Stock in exchange for each share of Preferred Stock. As discussed below under ~ Required Stockholder
Action, completion of the Exchange Offer is subject to stockholder approval.

Agreement with the U.S. Treasury

On July 7, 2010, we entered into an agreement with the U.S. Treasury regarding the exchange of our shares of

Series F Preferred Stock, which has a liquidation preference of $400 million, and accrued and unpaid dividends on the
Series F Preferred Stock, for shares of a new series of Fixed Rate Cumulative Mandatorily Convertible Preferred
Stock, Series G. Based on accrued and unpaid dividends of $24.2 million as of July 20, 2010, we issued

424,174 shares of Series G Preferred Stock to the U.S. Treasury on July 20, 2010. Notice was mailed to our
stockholders of record on July 9, 2010 that we obtained an exception from the shareholder approval policy set forth in
Section 312.03 of the New York Stock Exchange Listed Company Manual to issue the securities to the U.S. Treasury.

The Series G Preferred Stock has terms similar to the Series F Preferred Stock (including the same $1,000 liquidation

preference per share), but is convertible, under the conditions discussed below, into shares of Common Stock based on
an initial conversion rate of 896.3045 shares of Common Stock for each share of Series G Preferred Stock, calculated

Table of Contents 22



Edgar Filing: FIRST BANCORP /PR/ - Form PRE 14A

by dividing $650, or a discount of 35% from the $1,000 liquidation preference per share of Series G Preferred Stock,
by the initial conversion price of $0.7252 per share, which is subject to adjustment. Based on the initial conversion
rate, the 424,174 shares of Series G Preferred Stock will
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be convertible into approximately 380.2 million shares of Common Stock. The conversion price of the Series G
Preferred Stock is subject to adjustment, including if the shares of Common Stock issued in a Capital Raise are priced
below 90% of the market price per share of Common Stock on the trading day immediately preceding the pricing date
of such Capital Raise, or if shares of Common Stock are otherwise issued, except in certain circumstances, including
the Exchange Offer, at a price below the then conversion price of the Series G Preferred Stock. We can compel
conversion of the Series G Preferred Stock into Common Stock if, within nine months from the date of the agreement,
(a) at least $385 million of the liquidation preference of our Series A through E Preferred Stock is tendered in the
Exchange Offer, (b) we raise $500 million of additional capital, subject to terms, other than the price per share,
reasonably acceptable to the U.S. Treasury in its sole discretion, (c) we obtain the approval of the holders of our
Common Stock of an amendment to our Articles of Incorporation to increase the number of authorized shares of
Common Stock from 750,000,000 to at least 1,200,000,000 and to reduce the par value of a share of Common Stock
from $1.00 to $0.10, (d) we have received from the appropriate banking regulators all requisite approvals (which we
expect to receive), (¢) we have made any applicable anti-dilution adjustments and (f) none of the Corporation or any
of its subsidiaries has dissolved or became subject to insolvency or similar proceedings, or has become subject to
other materially adverse regulatory or other actions. The U.S. Treasury, and any subsequent holder of the Series G
Preferred Stock, has the right to convert the Series G Preferred Stock at any time. Unless earlier converted by the
holder or the Corporation, the Series G Preferred Stock will automatically convert into shares of Common Stock on
the seventh anniversary of the issuance of the Series G Preferred Stock at the then current market price of our
Common Stock.

At the time we exchanged the Series F Preferred Stock for Series G Preferred Stock, we issued to the U.S. Treasury an
amended and restated warrant having a 10-year term and exercisable at an initial exercise price of $0.7252 per share to
replace the original warrant we issued to the U.S. Treasury when it acquired the Series F Preferred Stock. Like the
original warrant, the amended and restated warrant has an anti-dilution right that will require an adjustment to the
exercise price of, and the number of shares underlying, the warrant. This adjustment will be necessary under various
circumstances, including if we issue shares of Common Stock for consideration per share that is lower than the initial
conversion price of the Series G Preferred Stock, or $0.7252. Depending upon the market price of shares of Preferred
Stock at the time we issue shares of Common Stock in the Exchange Offer, the amended and restated warrant may
require adjustment to the exercise price of the warrant to equal the consideration per share received by us in the
Exchange Offer and the number of shares underlying the amended and restated warrant would be increased by the
number obtained by multiplying the initial number by a fraction equal to the number of shares of Common Stock
being issued in the Exchange Offer over the consideration per share we received in the Exchange Offer.

The agreement with the U.S. Treasury includes various other provisions. Included among these provisions are the
U.S. Treasury s agreement to vote, or cause to be voted, any shares of Common Stock that it acquires pursuant to the
terms of the Series G Preferred Stock or the amended and restated warrant, except with respect to certain matters, in
the same proportion as the votes of all other outstanding shares of Common Stock. The U.S. Treasury will retain
discretionary authority to vote on the election and removal of directors, the approval of any business combination or
sale of substantially all of the assets or property of the Corporation, the approval of any dissolution of the Corporation,
the approval of any issuance of any securities of the Corporation on which holders of Common Stock are entitled to
vote and on any other matters reasonably incidental to those matters, as determined by the U.S. Treasury.

Required Stockholder Action

We cannot complete the Exchange Offer unless our stockholders approve Proposal No. 1, which seeks approval of the
issuance of up to 256,401,610 shares of Common Stock in the Exchange Offer. In addition, we may not be able to
complete the Exchange Offer if our stockholders do not approve Proposal No. 3, which seeks stockholder approval of
an amendment to Article Sixth of the Articles of Incorporation to decrease the par value of the Corporation s Common
Stock from $1.00 to $0.10 per share. The reduction in the par value of our Common Stock will be necessary to
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Preferred Stock tendered in the exchange is less than $10 at a time when the market value of the Common Stock
would result in the issuance of more than 10 shares per tendered share of Preferred Stock.

We are also requesting stockholder approval of Proposal Nos. 2 and 4, which relate to the Exchange Offer. Adoption
of these proposals is not a condition to the completion of the Exchange Offer. If stockholders do not approve
Proposal No. 2, which seeks approval of the issuance of shares of Common Stock to Mr. Nevares-LaCosta upon his
tender of shares of Preferred Stock in the Exchange Offer, or Proposal No. 4, which seeks stockholder approval of the
issuance of shares of Common Stock to BNS upon its exercise of the anti-dilution right that it has under the
Stockholder Agreement, we will be unable to issue shares to Mr. Nevares-LaCosta or BNS in an amount that exceeds
1% of the outstanding shares of Common Stock prior to such issuances.

We are also requesting stockholder approval of Proposal No. 5, which relates to the issuance of shares of Common
Stock to BNS upon its exercise of the anti-dilution right that it has under the Stockholder Agreement in connection
with the conversion into Common Stock of the Series G Preferred Stock that we issued to the U.S. Treasury. If
stockholders do not approve Proposal No. 5, we will be unable to issue shares to BNS as a result of the conversion
into Common Stock of the Series G Preferred Stock in an amount that exceeds 1% of the outstanding shares of
Common Stock prior to such issuance.

Finally, we are requesting stockholder approval of Proposal Nos. 6 and 7, which seek stockholder approval of
amendments to Article Sixth of the Articles of Incorporation to increase the number of authorized shares of Common
Stock and to implement a reverse stock split. If stockholders do not approve Proposal No. 6, we will not have enough
authorized shares of Common Stock to issue shares of Common Stock to the U.S. Treasury upon conversion of the
Series G Preferred Stock, to investors in a Capital Raise for $500 million, or to current stockholders in a rights
offering. If stockholders do not approve Proposal No. 7, we may not be able to bring our Common Stock share price
and average share price for 30 consecutive trading days above $1.00, which is a continued listing requirement of the
NYSE. The NYSE will commence suspension and delisting procedures if we cannot regain compliance with this
requirement by January 9, 2011.

PROPOSAL NO.1 ISSUANCE OF COMMON STOCK IN THE EXCHANGE OFFER
Overview and Reason for the Proposal

The Board of Directors is seeking stockholder approval of the issuance of shares of Common Stock in exchange for
shares of Preferred Stock. On July 16, 2010, we commenced an offer to issue 256,401,610 shares of Common Stock in
the Exchange Offer. A special committee of the Board of Directors, comprised of Fernando Rodriguez-Amaro
(Chairman), Aurelio Aleman-Bermudez, José Rodriguez-Perello, Frank Kolodziej-Castro and José Ferrer-Canals
recommended to the full Board the terms of the Exchange Offer and the Board determined to conduct the Exchange
Offer. None of the members of the special committee own shares of Preferred Stock.

Our Common Stock is listed on the NYSE and, thus, we are subject to NYSE listing requirements. Under NYSE
Listed Company Manual Section 312.03(c), stockholder approval is required prior to the issuance of Common Stock,
or of securities convertible into or exercisable for Common Stock, in any transaction or series of related transactions,
other than in certain circumstances that are inapplicable in this case, if (1) the Common Stock has, or will have upon
issuance, voting power equal to or in excess of 20% of the voting power outstanding before the issuance of such stock
or of securities convertible into or exercisable for Common Stock or (2) the number of shares of Common Stock to be
issued is, or will be upon issuance, equal to or in excess of 20% of the number of shares of Common Stock
outstanding before the issuance of the Common Stock or of securities convertible into or exercisable for Common
Stock. Because 256,401,610 shares are being offered for issuance in the exchange, and that issuance would constitute
over 20% of the outstanding shares of Common Stock prior to the completion of the Exchange Offer, we are required
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We decided to conduct the Exchange Offer to improve our capital structure given the continuing difficult economic
conditions in the markets in which we operate and the evolving regulatory environment. We must increase our
common equity to provide additional protection against future recognition of additional loan loss reserves against our
loan portfolio and credit losses associated with the disposition of nonperforming assets due to the current economic
situation in Puerto Rico and the United States that has impacted the Corporation s asset quality and earnings
performance. Total non-performing loans to total loans increased to 12.35% as of March 31, 2010 from 11.23% as of
December 31, 2009 and from 5.27% as of March 31, 2009.

The restructuring of our equity components through the Exchange Offer will strengthen the quality of our regulatory
capital position and enhance our ability to meet any new capital requirements. Furthermore, through the Exchange
Offer, we are seeking to improve our common equity to risk weighted assets ratio. In the Supervisory Capital
Assessment Program, the SCAP, applied to large money-center banks in the U.S., federal regulators established a 4%
Tier 1 common equity to risk weighted assets ratio as the minimum threshold to determine the potential capital needs
of such banks. While the SCAP is not applicable to us, we believe that the Tier 1 common equity ratio is being viewed
by financial analysts and rating agencies as a guide for measuring the capital adequacy of banking institutions. The
Exchange Offer will also improve our tangible common equity to tangible assets ratio, which is another metric used
by financial analysts to determine a bank s capital requirements. As of March 31, 2010, our Tier 1 common equity
ratio was 3.36% and our tangible common equity ratio was 2.74%. If $385 million of the liquidation preference or
approximately 70% of the outstanding shares of Preferred Stock are exchanged in the Exchange Offer, our Tier 1
common equity ratio and tangible common equity ratio as of March 31, 2010 on a pro forma basis after giving effect
to the Exchange Offer would have been 6.23% and 4.79%, respectively. This success rate would meet one of the
conditions necessary for us to compel the U.S. Treasury to convert into Common Stock the Series G Preferred Stock
that we issued to the U.S. Treasury in exchange for the Series F Preferred Stock. The other substantive conditions
necessary for us to compel the conversion are our issuance of $500 million of additional capital, subject to terms,
other than the price per share, reasonably acceptable to the U.S. Treasury in its sole discretion, and receipt of the
approval by the holders of our Common Stock of an amendment to our Restated Articles of Incorporation to increase
the number of authorized shares of Common Stock from 750,000,000 to at least 1,200,000,000 and reduce the par
value of our Common Stock from $1.00 to $0.10 per share.

Terms of the Exchange

We are offering to exchange up to 256,401,610 newly issued shares of Common Stock for any and all issued and
outstanding shares of Preferred Stock. For each share of Preferred Stock that we accept for exchange in accordance
with the terms of the exchange offer, we will issue a number of shares of Common Stock having the Exchange Value
set forth in the table below unless the average VWAP of the Common Stock is $1.18 or less, in which case we will
issue 11.6525 shares of Common Stock for each share of Preferred Stock.

Aggregate
Liquidation Liquidation
Preference Preference Exchange
CUSIP Title of Securities Outstanding per Share Value
318672201 7.125% Noncumulative Perpetual $ 90,000,000 $ 25 $ 13.75
Monthly Income Preferred Stock,
Series A
318672300 $ 75,000,000 $ 25 $ 13.75
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8.35% Noncumulative Perpetual
Monthly Income Preferred Stock,
Series B

318672409 7.40% Noncumulative Perpetual $ 103,500,000 $ 25 $ 13.75
Monthly Income Preferred Stock,
Series C

318672508 7.25% Noncumulative Perpetual $ 92,000,000 $ 25 $ 13.75
Monthly Income Preferred Stock,
Series D

318672607 7.00% Noncumulative Perpetual $ 189,600,000 $ 25 $ 13.75
Monthly Income Preferred Stock,
Series E
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Depending on the trading price of our Common Stock, the market value of the Common Stock we issue on the
settlement date in exchange for each share of Preferred Stock we accept for exchange may be less than, equal to or
greater than the applicable Exchange Value referred to above. If the trading price of our Common Stock is below
$1.18 per share, the market value of our Common Stock to be received in the exchange offer will be less than the
applicable Exchange Value.

Consequences If Stockholders Approve the Proposal

The issuance of our shares of Common Stock in connection with the Exchange Offer would increase the number of
outstanding shares. As shown in the tables below, the increased number of shares would reduce the loss per share for
the quarter ended March 31, 2010 and book value per share as of March 31, 2010 on a pro forma basis. In addition,
the issuance of the additional shares would decrease any future earnings per share and would have a dilutive effect on
each stockholder s percentage voting power.

Unaudited Pro Forma Financial Information

The following selected unaudited pro forma financial information is presented to give effect to and show the pro

forma impact of the Exchange Offer on First BanCorp s balance sheet as of March 31, 2010 and First BanCorp s results
of operations for the fiscal year ended December 31, 2009 and the quarter ended March 31, 2010 assuming two

different levels of participation in the Exchange Offer as discussed below. The unaudited pro forma financial
information does not give effect to our issuance of Series G Preferred Stock to the U.S. Treasury in exchange for the
Series F Preferred Stock or a Capital Raise.

The unaudited pro forma financial information is presented for illustrative purposes only and does not necessarily
indicate the financial position or results that would have been realized had the Exchange Offer been completed as of
the dates indicated or that will be realized in the future when and if the Exchange Offer is completed. The selected
unaudited pro forma financial information has been derived from, and should be read in conjunction with First
BanCorp s historical consolidated financial statements included in our Annual Report on Form 10-K for the year ended
December 31, 2009 and our Quarterly Report on Form 10-Q for the quarter ended March 31, 2010 filed with the SEC,
which are included as Exhibits C and D, respectively, to this Proxy Statement.

Unaudited Pro Forma Balance Sheets

The unaudited pro forma consolidated balance sheet of First BanCorp as of March 31, 2010 is presented as if the
Exchange Offer had been completed on March 31, 2010. We have shown the pro forma impact of a High Participation
Scenario and a Low Participation Scenario prepared using the assumptions set forth below.

The High Participation Scenario assumes (i) the exchange of 90% of the outstanding shares of Preferred Stock
($495.09 million aggregate liquidation preference) for 230,761,449 shares of our Common Stock, and (ii) a Relevant
Price of $1.18 per share.

The Low Participation Scenario assumes (i) the exchange of 50% of the outstanding shares of Preferred Stock
($275.05 million aggregate liquidation preference) for 128,200,805 shares of our Common Stock, and (ii) a Relevant
Price of $1.18 per share.

If the Relevant Price is greater than the $1.18 per share amount assumed in the preceding paragraphs, there will be a

decrease in the number of shares of Common Stock being issued and an increase in surplus, and increase in earnings
per share relative to the pro forma financial statement information.
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Unaudited Pro Forma Financial Information

High Participation Scenario

Adjustments
Actual Exchange of Pro Forma
March 31, Preferred March 31,
2010 Stock 2010

(In thousands, except per share amounts)

ASSETS

Cash and due from banks $ 675,551 $ 6,876)(5) $ 668,675
Money market investments:
Federal funds sold and securities purchased under
agreements to resell 331,677 331,677
Time deposits with other financial institutions 600 600
Other short-term investments 322,371 322,371
Total money market investments 654,648 654,648
Investment securities available for sale, at fair value 3,470,988 3,470,988
Investment securities held to maturity, at amortized cost 564,931 564,931
Other equity securities 69,680 69,680
Total investment securities 4,105,599 4,105,599
Loans receivable, net 12,698,264 12,698,264
Loans held for sale, at lower of cost or market 19,927 19,927
Total loans, net 12,718,191 12,718,191
Premises and equipment, net 199,072 199,072
Other real estate owned 73,444 73,444
Accrued interest receivable on loans and investments 70,955 70,955
Due from customers on acceptances 726 726
Accounts receivable from investment sales 62,575 62,575
Other assets 290,203 290,203
Total assets $ 18,850,964 $ (6,876) $ 18,844,088

LIABILITIES
Deposits:
Non-interest-bearing deposits $ 703,394 $ $ 703,394
Interest bearing deposits 12,174,840 12,174,840
Total deposits 12,878,234 12,878,234
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Advances from the Federal Reserve

Securities sold under agreements to repurchase
Advances from the Federal Home Loan Bank (FHLB)

Notes payable

Other borrowings

Bank acceptances outstanding
Accounts payable and other liabilities

Total liabilities

STOCKHOLDERS EQUITY
Preferred stock

Common stock
Less: Treasury stock (at cost)

Common stock outstanding

Additional paid-in capital

Legal surplus

Retained earnings

Accumulated other comprehensive income
Total stockholders equity

Total liabilities and stockholders equity

Book Value per common share
Tangible book value per common share

600,000
2,500,000
960,440
28,313
231,959
726
162,749

17,362,421

929,660

102,440
(9,898)

92,542
134,247
299,006

10,140

22,948

1,488,543
$ 18,850,964

$ 6.04
$ 5.56

14
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(495,090)(1)

230,761(2)

230,761
46,375(3)

211,078(4)

(6,876)

(2.80)
(2.46)

600,000
2,500,000
960,440
28,313
231,959
726
162,749

17,362,421

434,570

333,201
(9,898)

323,303
180,622
299,006
221,218
22,948
1,481,667
18,844,088

3.24
3.10
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(1) Assumes Exchange Offer participation at 90% with a ratio of Exchange Value to liquidation preference equal to
55%.

(2) Represents the issuance of Common Stock at par value of $1.00.

(3) Represents the additional paid in capital with respect to newly issued Common Stock, net of exchange costs and
adjusted for the issuance costs of preferred shares exchanged.

(4) Represents the excess of the Preferred Stock carrying value, reduced by the issuance costs of preferred shares

exchanged, over the value of the Common Stock to be issued on the Exchange Offer considering the assumptions
described in note 1 above.

(5) Represents the costs associated with this Exchange Offer calculated on a pro-rata basis according to the number
of shares exchanged. The amount was reduced from additional paid in capital.
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Unaudited Pro Forma Financial Information

Low Participation Scenario

Adjustments
Actual Exchange of Pro Forma
March 31, Preferred March 31,
2010 Stock 2010

(In thousands, except per share amounts)

ASSETS

Cash and due from banks $ 675,551 % 4,126)(5) $ 671,425
Money market investments:
Federal funds sold and securities purchased under
agreements to resell 331,677 331,677
Time deposits with other financial institutions 600 600
Other short-term investments 322,371 322,371
Total money market investments 654,648 654,648
Investment securities available for sale, at fair value 3,470,988 3,470,988
Investment securities held to maturity, at amortized cost 564,931 564,931
Other equity securities 69,680 69,680
Total investment securities 4,105,599 4,105,599
Loans receivable, net 12,698,264 12,698,264
Loans held for sale, at lower of cost or market 19,927 19,927
Total loans, net 12,718,191 12,718,191
Premises and equipment, net 199,072 199,072
Other real estate owned 73,444 73,444
Accrued interest receivable on loans and investments 70,955 70,955
Due from customers on acceptances 726 726
Accounts receivable from investment sales 62,575 62,575
Other assets 290,203 290,203
Total assets $ 18,850,964 $ (4,126) $ 18,846,838

LIABILITIES
Deposits:
Non-interest-bearing deposits $ 703,394 $ $ 703,394
Interest  bearing deposits 12,174,840 12,174,840
Total deposits 12,878,234 12,878,234
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Bank acceptances outstanding

Accounts payable and other liabilities
Total liabilities

STOCKHOLDERS

Preferred stock

Common stock

EQUITY

Less: Treasury stock (at cost)

Common stock outstanding

Additional paid-in capital

Legal surplus

Retained earnings
Accumulated other comprehensive income

Total stockholders equity

Total liabilities and stockholders equity

Book Value per common share

Tangible book value per common share

600,000
2,500,000
960,440
28,313
231,959
726
162,749

17,362,421

929,660

102,440
(9,898)

92,542
134,247
299,006

10,140

22,948

1,488,543

$ 18,850,964 $

$ 6.04 $
$ 556 %

(275,050)(1)

128,201(2)

128,201
25,458(3)

117,265(4)

(4,126)

(2.28)
(2.00)

600,000
2,500,000
960,440
28,313
231,959
726
162,749

17,362,421

654,610

230,641
(9,898)

220,743
159,705
299,006
127,405
22,948
1,484,417
18,846,838

3.76
3.56

(1) Assumes Exchange Offer participation at 50% with a ratio of Exchange Value to liquidation preference equal to

55%.

(2) Represents the issuance of Common Stock at par value of $1.00.
(3) Represents the additional paid in capital with respect to newly issued Common Stock, net of exchange costs and
adjusted for the issuance costs of preferred shares exchanged.
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(4) Represents the excess of the Preferred Stock carrying value, reduced by the issuance costs of preferred shares
exchanged, over the value of Common Stock to be issued on the Exchange Offer considering the assumptions
described in note 1 above.

(5) Represents the costs associated with this Exchange offer calculated on a pro rata basis according to the number of
shares exchanged. The amount was reduced from additional paid in capital.

Pro Forma Earnings Implications

The following presents the pro forma impact of the Exchange Offer on certain statement of operations items and
losses per share of Common Stock for the quarter ended March 31, 2010 and the year ended December 31, 2009 as if
the Exchange Offer had been completed on January 1, 2009. We have calculated the pro forma information below by
(1) eliminating all the actual dividends in 2009 paid to holders of shares of Preferred Stock who participate at the
levels assumed in each of the High Participation Scenario and the Low Participation Scenario, and (2) assuming that
the new shares of our Common Stock issuable in the Exchange Offer were issued on January 1, 2009 and received
dividends through August 2009. The retained earnings impact of the Exchange Offer has not been included in the
analysis because it is not recurring.

Pro Forma Implications
Consolidated Statements of Operations

High Low High Low
Participation Participation Participation Participation
Actual Scenario Scenario Actual Scenario Scenario
Q1 2010 Q1 2010 Q1 2010 FY 09 FY 09 FY 09
(In thousands, except per share amounts)(Unaudited)

Interest income 220,988 220,988 220,988 996,574 996,574 996,574
Interest expense 104,125 104,125 104,125 477,532 477,532 477,532
Net interest income 116,863 116,863 116,863 519,042 519,042 519,042
Provision for loan losses 170,965 170,965 170,965 579,858 579,858 579,858

Net interest (loss)after
provision for loan and

lease losses (54,102) (54,102) (54,102) (60,816) (60,816) (60,816)
Non-interest income 45,326 45,326 45,326 142,264 142,264 142,264
Non-interest expenses 91,362 91,362 91,362 352,101 352,101 352,101
Income tax expense (6,861) (6,861) (6,861) (4,534) (4,534) (4,534)
Net (loss) (106,999) (106,999) (106,999) (275,187) (275,187) (275,187)
Dividends to preferred

stockholders(a) 5,000 5,000 5,000 42,661 21,516 30,914
Preferred stock discount

accretion 1,152 1,152 1,152 4,227 4,227 4,227

(113,151) (113,151) (113,151) (322,075) (300,930) (310,328)
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Net (loss) attributable to
common stockholders

Pro forma Adjustments

Pro forma net (loss) (106,999) (106,999) (106,999) (275,187) (275,187) (275,187)
Preferred stock dividends
and accretion of discount (6,152) (6,152) (6,152) 46,888 25,743 35,141

Pro forma net (loss)

attributable to common

stockholders (113,151) (113,151) (113,151) (322,075) (300,930) (310,328)
Common shares used to

calculate actual (loss) per

common share 92,521 92,521 92,521 92,511 92,511 92,511
Common shares newly
issued 230,761 128,201 230,761 128,201

Pro forma number of

common shares 323,282 220,722 323,272 220,712
Pro forma losses per

common share (basic and

diluted) $ 035 $ (0.51) $ 093 $ (1.41)

(a) For the quarter ended March 31, 2010 and the year ended December 31, 2009, reflects Series F Preferred Stock
cumulative preferred dividends of $5.0 million and $12.6 million, respectively, not declared as of the end of the
period related to the Series
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Consequences If Stockholders Do Not Approve the Proposal

We will not be able to complete the Exchange Offer if our stockholders do not approve this Proposal No. 1. Further,
we may not be able to complete the Exchange Offer if stockholders do not approve Proposal No. 3, relating to the
amendment of our Articles of Incorporation to reduce the par value of a share of our Common Stock, if this is
necessary so that we can issue shares of Common Stock in exchange for tendered Preferred Stock. Our inability to
complete the Exchange Offer would hinder our efforts to sell Common Stock in a Capital Raise. If we need to
continue to recognize significant reserves and we cannot complete a Capital Raise, the Corporation and FirstBank may
not be able to comply with the minimum capital requirements included in the capital plans required by the
Agreements. These capital plans, which are subject to the approval of our regulators, set forth our plan to attain the
capital ratio requirements set forth in the Order over time. If, at the end of any quarter, we do not comply with any
specified minimum capital ratios, we must notify our regulators. The Corporation must notify the Fed within 30 days
of the end of any quarter of its inability to comply with a capital ratio requirement and submit an acceptable written
plan that details the steps it will take to comply with the requirement. FirstBank must immediately notify the FDIC of
its inability to comply with a capital ratio requirement and, within 45 days, it must either increase its capital to comply
with the ratio requirements or submit a contingency plan to the FDIC for its sale, merger, or liquidation. In the event
of a liquidation of FirstBank, the holders of any outstanding preferred stock would rank senior to the holders of our
Common Stock with respect to rights upon any liquidation of the Corporation. Finally, if we cannot complete the
Exchange Offer and issue Common Stock in exchange for $385 million of liquidation preference of Preferred Stock,
we will not be able to compel the exchange into Common Stock of the Series G Preferred Stock we issued to the

U.S. Treasury on July 20, 2010, even if we are able to complete a Capital Raise for $500 million, which is another
condition to our ability to compel the conversion.

Description and Comparison of Preferred Stock, Series G Preferred Stock and Common Stock Rights

Our Articles of Incorporation authorize the issuance of 750,000,000 shares of Common Stock, par value $1.00 per
share, and 50,000,000 shares of preferred stock, par value $1.00 per share. The following summary outlines the rights
of holders of the shares of Preferred Stock, the holder of Series F Preferred Stock and the holders of the Common
Stock to be issued in the exchange offer. This summary is qualified in its entirety by reference to our Articles of
Incorporation, including the Certificates of Designation, and our by-laws (the Bylaws ). We urge you to read these
documents for a more complete understanding of the differences between the shares of Preferred Stock and the
Common Stock. We issued shares of a new series of Series G Preferred Stock to the U.S. Treasury in exchange for
Series F Preferred Stock and accrued and unpaid dividends on such stock. The Series G Preferred Stock has terms
similar to the Series F Preferred Stock but is convertible as described below.

Governing Documents

Shares of Preferred Stock: Holders of shares of Preferred Stock and Series G Preferred Stock have the rights set forth
in our Articles of Incorporation, including the applicable Certificate of Designation, the Bylaws and Puerto Rico law.

Common Stock: Holders of shares of our Common Stock have the rights set forth in our Articles of Incorporation, the
Bylaws and Puerto Rico law.

Dividends and Distributions
On July 30, 2009, we announced the suspension of dividends on our Common Stock, Preferred Stock and Series F

Preferred Stock (which has been exchanged for Series G Preferred Stock) effective with the preferred dividend for
August 2009. We are generally not obligated or required to pay dividends on our Common Stock or preferred stock
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and no such dividends can be paid unless they are declared by our board of directors out of funds legally available for
payment. Moreover, the Agreement we entered with the Fed requires us to obtain its approval before we pay any
dividends.
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Shares of Preferred Stock: The shares of Preferred Stock, as well as Series G Preferred Stock, rank senior to the
Common Stock and any other stock that is expressly junior to Preferred Stock and Series G Preferred Stock as to
payment of dividends. Dividends on shares of Preferred Stock are payable monthly and are not mandatory or
cumulative. Shares of Series G Preferred Stock pay cumulative compounding dividends quarterly in arrears of 5% per
year until the fifth anniversary of the issuance of Series F Preferred Stock, and 9% thereafter. Holders of shares of
Preferred Stock are entitled to receive dividends, when, as, and if declared by our Board of Directors, out of funds
legally available for dividends.

Common Stock: Subject to the preferential rights of any other class or series of capital stock, including Preferred
Stock, holders of our Common Stock are entitled to receive, pro rata, dividends when and as declared by our Board of
Directors out of funds legally available for the payment of dividends. In general, so long as any shares of Preferred
Stock remain outstanding and until we meet various federal regulatory considerations, we cannot declare, set apart or
pay any dividends on shares of our Common Stock unless all accrued and unpaid dividends on our Preferred Stock for
the twelve monthly dividend periods ending on the immediately preceding dividend payment date have been paid or
are paid contemporaneously and the full monthly dividend on our Preferred Stock for the then current month has been
or is contemporaneously declared and paid or declared and set apart for payment. In addition, in general, and subject
to certain limitations in the applicable certificate of designation, so long as any shares of Series G Preferred Stock
remain outstanding, we cannot declare, set apart or pay any dividends on shares of our Common Stock unless all
accrued and unpaid dividends for all past dividend periods, including the latest completed dividend period, on all
outstanding shares of Series G Preferred Stock have been declared and paid in full.

Ranking

Shares of Preferred Stock: Each series of Preferred Stock, as well as Series G Preferred Stock, currently ranks senior
to the Common Stock with respect to dividend rights and rights upon liquidation, dissolution or winding-up of First
BanCorp. Each series of Preferred Stock, as well as Series G Preferred Stock, is equal in right of payment with the
other outstanding series of shares of preferred stock. The liquidation preference of the shares of Preferred Stock is $25
per share, plus accrued and unpaid dividends thereon for the current monthly dividend period to the date of
distribution. The liquidation preference of shares of Series G Preferred Stock is $1,000 per share, plus the amount of
any accrued and unpaid dividends, whether or not declared, to the date of payment.

Common Stock: The Common Stock ranks junior with respect to dividend rights and rights upon liquidation,
dissolution or winding-up of First BanCorp to all other securities and indebtedness of First BanCorp.

Conversion Rights

None of the shares of Preferred Stock, or Common Stock are convertible into other securities. The Series G Preferred
Stock is convertible under the conditions described below, into shares of Common Stock based on an initial
conversion rate of 896.3045 shares of Common Stock for each share of Series G Preferred Stock, calculated by
dividing $650, or a discount of 35% from the $1,000 liquidation preference per share of Series G Preferred Stock, by
the initial conversion price of $0.7252 per share, which is subject to adjustment. Based on the initial conversion rate,
the 424,174 shares of Series G Preferred Stock issued to the U.S. Treasury will be convertible into approximately
380.2 million shares of Common Stock. The conversion price of the Series G Preferred Stock is subject to adjustment,
including if the shares of Common Stock issued in a Capital Raise are priced below 90% of the market price per share
of Common Stock on the trading day immediately preceding the pricing date of such Capital Raise, or if shares of
Common Stock are otherwise issued, except in certain circumstances, including the Exchange Offer, at a price below
the then conversion price of the Series G Preferred Stock. We can compel conversion of the Series G Preferred Stock
into Common Stock if, within nine months from the date of the agreement with the U.S. Treasury, (a) at least

$385 million of the liquidation preference of our Series A through E Preferred Stock is tendered in the Exchange
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Offer, (b) we raise $500 million of additional capital, subject to terms, other than the price per share, reasonably
acceptable to the U.S. Treasury in its sole discretion, (c) we obtain the approval of the holders of our Common Stock
of an
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amendment to our Articles of Incorporation to increase the number of authorized shares of Common Stock from
750,000,000 to at least 1,200,000,000 and to reduce the par value of a share of Common Stock from $1.00 to $0.10,
(d) we have received from the appropriate banking regulators all requisite approvals (which we expect to receive),

(e) we have made any applicable anti-dilution adjustments, and (f) none of the Corporation or any of its subsidiaries
has dissolved or became subject to insolvency or similar proceedings, or has become subject to other materially
adverse regulatory or other actions. The U.S. Treasury, and any subsequent holder of the Series G Preferred Stock, has
the right to convert the Series G Preferred Stock at any time. Unless earlier converted by the holder or the
Corporation, the Series G Preferred Stock will automatically convert into shares of Common Stock on the seventh
anniversary of the issuance of the Series G Preferred Stock at the then current market price of our Common Stock.

Voting Rights

Shares of Preferred Stock: Whenever dividends remain unpaid on the shares of preferred stock or any other class or
series of preferred stock that ranks on parity with shares of preferred stock as to payment of dividends and having
equivalent voting rights, the Parity Stock, for at least 18 monthly dividend periods (whether or not consecutive), the
number of directors constituting our Board of Directors will be increased by two members and the holders of the
shares of preferred stock together with holders of Parity Stock, voting separately as a single class, will have the right
to elect the two additional members of our board of directors. When First BanCorp has paid full dividends on any
class or series of noncumulative Parity Stock for at least 12 consecutive monthly dividend periods following such
nonpayment, and has paid cumulative dividends in full on any class or series of cumulative Parity Stock, the voting
rights will cease and the authorized number of directors will be reduced by two. Holders of shares of Preferred Stock
currently have the right to vote as a separate class with all other series of Parity Stock adversely affected by and
entitled to vote thereon (except Series G Preferred Stock, which votes as a separate class), with respect to:

any amendment, alteration or repeal of the provisions of the Articles of Incorporation, including the relevant
Certificates of Designation, or Bylaws that would alter or change the voting powers, preferences or special
rights of such series of shares of Preferred Stock so as to affect them adversely; or

any amendment or alteration of the Articles of Incorporation to authorize or increase the authorized amount of
any shares of, or any securities convertible into shares of, any of First BanCorp s capital stock ranking senior to
such series of shares of Preferred Stock.

Approval of two-thirds of such shares is required.

So long as any shares of Series G Preferred Stock are outstanding, in addition to the voting rights set forth above, the
vote or consent of the holders of at least of two-thirds of the shares of Series G Preferred Stock at the time
outstanding, voting separately as a single class, shall be necessary for effecting or validating any consummation of a
binding share exchange or reclassification involving Series G Preferred Stock or of a merger or consolidation of First
BanCorp with another entity, unless the shares of Series G Preferred Stock remain outstanding following any such
transaction or, if First BanCorp is not the surviving entity, are converted into or exchanged for preference securities
and such remaining outstanding shares of Series G Preferred Stock or preference securities have rights, references,
privileges and voting powers that are not materially less favorable than the rights, preferences, privileges or voting
powers of Series G Preferred Stock, taken as a whole.

Common Stock: Holders of shares of our Common Stock are entitled to one vote per share on all matters voted on by
our stockholders. There are no cumulative voting rights for the election of directors.

Common Stock
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Redemption

Preferred Stock: Optional Redemption by First BanCorp. We may redeem all or a portion of each series of shares of
Preferred Stock, at our option on or after the date set forth in the table below at the redemption prices set forth below,
on any dividend payment date for which dividends have been declared in full.

Redemption
Price per
CusSsIP Title of Securities Represented by Shares of Preferred Stock Redemption Period Share
318672201 7.125% Noncumulative Perpetual Monthly Income Preferred April 30, 2006 $25.00
Stock, Series A and thereafter
318672300 8.35% Noncumulative Perpetual Monthly Income Preferred Stock, ~ October 31, 2007 $25.00
Series B and thereafter
318672409 7.40% Noncumulative Perpetual Monthly Income Preferred Stock, June 30, 2008 $25.00
Series C and thereafter
318672508 7.25% Noncumulative Perpetual Monthly Income Preferred Stock,  January 31, 2009 $25.00
Series D and thereafter
318672607 7.00% Noncumulative Perpetual Monthly Income Preferred Stock, September 30, 2009 $25.25
Series E to September 29,
2010
September 30, 2010 $25.00
and thereafter
Fixed Rate Cumulative Mandatorily Convertible Preferred Stock, See below. See below.
Series G

Series G Preferred Stock may not be redeemed prior to January 16, 2012 unless we have received aggregate gross
proceeds from one or more Qualified Equity Offerings (as defined below) of at least $100 million. In such a case, we
may redeem Series G Preferred Stock, subject to the approval of the Board of Governors of the Federal Reserve
System, in whole or in part, up to a maximum amount equal to the aggregate net cash proceeds received by us from
such qualified equity offerings. A Qualified Equity Offering is a sale and issuance for cash by us, to persons other
than the Corporation or its subsidiaries after January 16, 2009, of shares of perpetual Preferred Stock, Common Stock
or a combination thereof, that in each case qualify as Tier 1 capital of the Corporation at the time of issuance under the
applicable risk-based capital guidelines. Qualified Equity Offerings do not include issuances made in connection with
agreements or arrangements entered into, or pursuant to financing plans that were publicly announced, on or prior to
October 13, 2008. After January 16, 2012, Series G Preferred Stock may be redeemed, in whole or in part, at any time
and from time to time, subject to the approval of the Board of Governors of the Federal Reserve System. In any
redemption of Series G Preferred Stock, the redemption price is an amount equal to the per-share liquidation amount
plus accrued and unpaid dividends to but excluding the date of redemption.

Redemption at Option of Holder. The shares of Preferred Stock and Series G Preferred Stock are not redeemable at
the option of the holders.

Common Stock: We have no obligation or right to redeem our Common Stock.

Listin
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Shares of Preferred Stock: Each series of Preferred Stock is listed on the NYSE. However, we intend to delist each
series of Preferred Stock from the NYSE after completion of the Exchange Offer and we do not intend to apply for
listing of any series of shares of Preferred Stock on any other securities exchange. To the extent permitted by law, we
intend to deregister each outstanding series of Preferred Stock under the Exchange Act after delisting each such series
from the NYSE. Series G Preferred Stock is not listed on a national securities exchange. If requested by the

U.S. Treasury, we are required to list, and maintain such listing, of the Series G Preferred Stock and the amended
warrant on the NYSE or a different national stock exchange, to the extent such securities comply with applicable
listing requirements.

Common Stock: The Common Stock is listed for trading on the NYSE.
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No Appraisal Rights

Under Puerto Rico law, stockholders are not entitled to appraisal rights with respect to the actions contemplated by
Proposal No. 1.

Required Vote

Approval of this Proposal No. 1 to issue 256,401,610 newly issued shares of Common Stock in exchange for shares of
Preferred Stock requires the affirmative vote of holders of a majority of the votes cast on the proposal, provided that
the total votes cast on the proposal, whether for or against, represent over 50% of all of the shares of Common Stock
outstanding. Abstentions and broker non-votes will not be counted in determining the number of votes cast.

Recommendation of the Board of Directors

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE FOR THE ISSUANCE OF
SHARES OF COMMON STOCK IN THE EXCHANGE BECAUSE IT IS IN THE BEST INTEREST OF
STOCKHOLDERS.

PROPOSAL NO. 2 ISSUANCE OF COMMON STOCK IN THE EXCHANGE OFFER TO DIRECTOR
HECTOR M. NEVARES-LACOSTA

Overview and Reason for the Proposal

The Board of Directors seeks stockholder approval of the issuance of shares of Common Stock to

Héctor M. Nevares-LaCosta in connection with his participation in the Exchange Offer. Mr. Nevares-LaCosta, a
member of our Board of Directors, currently beneficially owns 196,100 shares of Preferred Stock. If stockholders
approve Proposal No. 1 and this Proposal No. 2, we will issue shares of Common Stock to Mr. Nevares-LaCosta in
the Exchange Offer based on the same terms as those offered to other holders of Preferred Stock in the Exchange
Offer. Mr. Nevares-LaCosta has advised us that, if Proposal Nos. 1 and 2 are approved, he will tender all of his shares
of Preferred Stock in the Exchange Offer.

Under NYSE Listed Company Manual Section 312.03(b), stockholder approval is required prior to the issuance of
Common Stock, or securities convertible into or exercisable for Common Stock, in any transaction or series of related
transactions with a director or officer if the number of shares of Common Stock to be issued, or if the number of
shares of Common Stock into which the securities may be convertible or exercisable, exceeds either one percent of the
number of shares of Common Stock or one percent of the voting power outstanding before the issuance. Subject to
stockholder approval of this Proposal No. 2 and Proposal No. 1 relating to the Exchange Offer itself, upon

Mr. Nevares-LaCosta s tender of shares of Preferred Stock in the Exchange Offer, we will issue shares of Common
Stock to him based on the same terms as those offered to other participants in the Exchange Offer, which amount may
exceed 1% of shares of outstanding Common Stock prior to the Exchange Offer depending upon the number of shares
of Preferred Stock he tenders and the number of shares tendered by other participants. Accordingly, we are seeking
stockholder approval of the issuance of such shares of Common Stock to Mr. Nevares-LaCosta.

Consequences if Stockholders Approve this Proposal
Dilution. The issuance of our shares of Common Stock in connection with the Exchange Offer to
Mr. Nevares-LaCosta would increase the number of outstanding shares. An increased number of shares would reduce

the loss per share for the quarter ended March 31, 2010 on a pro forma basis, would decrease any future earnings per
share and would have a dilutive effect on each stockholder s percentage voting power.
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The following table summarizes (1) the total number of shares that would be issued and outstanding assuming
Proposal Nos. 1 and 2 are approved and all of the offered shares are issued in the Exchange Offer, (2) the total number
of shares of Common Stock Mr. Nevares-LaCosta would beneficially own if he tenders all of his shares of Preferred
Stock, and (3) the resulting percentage of outstanding shares that Mr. Nevares-LaCosta would beneficially own if we
issue all of the shares offered in the Exchange Offer.

Total Number of Shares of Total Number of Shares of
Common Stock to be Outstanding Common Stock to be Owned by Mr. Nevares-LaCosta s
if All Shares Offered in the Mr. Nevares-LaCosta after Percentage Ownership after
Exchange Offer are Issued Tender of All Shares Tender of All Shares
348,944,332 6,828,451 1.96%(a)

(a) This percentage will decrease if BNS acquires shares of Common Stock to maintain its percentage interest after
the Exchange Offer and the conversion of the Series G Preferred Stock.

Consequences if Stockholders Do Not Approve this Proposal

If stockholders do not approve this Proposal, we will be unable to exchange Mr. Nevares-LaCosta s tendered shares of
Preferred Stock for Common Stock.

No Appraisal Rights

Under Puerto Rico law, stockholders are not entitled to appraisal rights with respect to the actions contemplated by
Proposal No. 2.

Required Vote

Approval of this Proposal No. 2 to exchange Mr. Nevares-LaCosta s shares of Preferred Stock for shares of Common
Stock in the Exchange Offer requires the affirmative vote of the holders of a majority of the votes cast on such
proposal, provided that the total votes cast on the proposal, whether for or against, represent over 50% of all of the
shares of Common Stock outstanding. Abstentions and broker non-votes will not be counted in determining the
number of votes cast.

Recommendation of the Board of Directors

THE BOARD RECOMMENDS THAT YOU VOTE FOR THE ISSUANCE OF SHARES OF COMMON
STOCK IN THE EXCHANGE OFFER TO MR. NEVARES-LACOSTA.

PROPOSAL NO.3 AMENDMENT TO ARTICLE SIXTH OF OUR RESTATED ARTICLES OF
INCORPORATION TO DECREASE OUR COMMON STOCK PAR VALUE

Overview and Reason for the Amendment
On July , 2010, our Board of Directors adopted a resolution to amend our Articles of Incorporation to decrease the

par value of our shares of Common Stock from $1.00 to $0.10 per share. Adoption of this amendment will be
necessary to complete the Exchange Offer if the market value of a share of Preferred Stock tendered in the exchange is
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less than $10 at a time when the market value of the Common Stock would result in the issuance of more than

10 shares of Common Stock per tendered share of Preferred Stock. Under Puerto Rico law, shares of Common Stock,
other than Treasury shares, cannot be sold for a price equal to less than the par value of the stock. In addition,
adoption of this amendment is one of the conditions that must be satisfied for us to compel the conversion of the
Series G Preferred Stock into Common Stock.

In accordance with Puerto Rico law, approval and adoption of an amendment to our Articles of Incorporation to
decrease the par value of our Common Stock requires stockholder approval.
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Consequences if Stockholders Approve this Proposal

If stockholders approve this proposal, the Board of Directors currently intends to file, with the Secretary of Puerto

Rico, the Articles of Incorporation reflecting such amendment as soon as practicable following stockholders approval.

This amendment, if adopted, will not change or affect the number of shares of Common Stock held by any

stockholder. The change in par value will cause technical changes on our balance sheet as to the amounts shown as
Common Stock and additional paid-in capital.

If approved, the amendment would amend and restate Article Sixth of our Articles of Incorporation. The text of the
proposed amendment to the Articles of Incorporation is attached to this Proxy Statement as Exhibit A. The proposed
amendment also reflects an increase in the number of authorized shares of Common Stock from 750,000,000 shares to
2,000,000,000 shares, as discussed in Proposal No. 6 below.

Consequences if Stockholders Do Not Approve this Proposal

If stockholders do not approve the proposal to reduce the par value of the Common Stock from $1.00 to $0.10 per
share and the market value of a share of Preferred Stock tendered in the Exchange Offer is less than $10 at a time
when the market value of the Common Stock would result in the issuance of more than 10 shares of Common Stock
for a share of Preferred Stock, we cannot complete the Exchange Offer. In addition, if stockholders do not approve
this proposal, we will not meet one of the conditions necessary for us to compel the conversion into Common Stock of
the Series G Preferred Stock that we issued to the U.S. Treasury in exchange for the Series F Preferred Stock on

July 20, 2010. Finally, our inability to complete the Exchange Offer would hinder our efforts to sell Common Stock in
a Capital Raise. If we need to continue to recognize significant reserves and we cannot complete a Capital Raise, the
Corporation and FirstBank may not be able to comply with the minimum capital requirements included in the capital
plans required by the Agreements. These capital plans, which are subject to the approval of our regulators, set forth
our plan to attain the capital ratio requirements set forth in the Order over time. See Overview of the Proposals
Background for further discussion of consequences if we are unable to complete the Exchange Offer.

No Appraisal Rights

Under Puerto Rico law, our stockholders are not entitled to appraisal rights with respect to this proposed amendment
to our Articles of Incorporation to decrease the par value of our Common Stock.

Required Vote

Approval of Proposal No. 3 to amend our Articles of Incorporation to decrease the par value of our Common Stock
from $1.00 to $0.10 requires the affirmative vote of holders of a majority of the shares of Common Stock outstanding.
Abstentions and broker non-votes will have the same effect as votes against this proposal.

Recommendation of the Board of Directors

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE AMENDMENT TO ARTICLE SIXTH
OF THE RESTATED ARTICLES OF INCORPORATION TO DECREASE THE PAR VALUE OF OUR
COMMON STOCK FROM $1.00 TO $0.10 PER SHARE.

PROPOSAL NO. 4 ISSUANCE OF COMMON STOCK TO THE BANK OF NOVA SCOTIA IN
CONNECTION WITH THE EXCHANGE OFFER

Overview and Reason for the Proposal
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The Board of Directors seeks stockholder approval of the issuance of up to 28,476,121 shares of Common Stock to
BNS if it exercises its anti-dilution right under the Stockholder Agreement in connection with the Exchange Offer.
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In connection with our sale in 2007 of 9,250,450 shares of Common Stock, or approximately 10%, to BNS at a price
of $10.25 per share, we and BNS entered into the Stockholder Agreement. Pursuant to the terms of the Stockholder
Agreement, for as long as BNS beneficially owns at least 5% of our outstanding Common Stock, BNS has a right of
first refusal in connection with certain issuances of Common Stock and securities convertible or exercisable for
Common Stock to persons other than security holders and an anti-dilution right, except in connection with
acquisitions, exchange offers and other transactions covered by Rule 145 under the Securities Act and certain other
issuances of Common Stock. If we complete the Exchange Offer, BNS would be entitled to acquire up to the number
of shares of our Common Stock that would enable it to maintain its percentage interest in the Corporation after we
consummate the transaction. BNS s anti-dilution right entitles it to pay a price equal to the price per share at which the
shares of our Common Stock were issued in the transaction. If BNS declines to exercise its anti-dilution right, BNS s
beneficial ownership would be reduced by the issuance of the additional shares.

Under NYSE Listed Company Manual Section 312.03(b), any sale of additional shares of Common Stock to BNS in

an amount that exceeds 1% of the outstanding shares of Common Stock requires the prior approval of our

stockholders under the listing requirements of the NYSE unless the sale is at a price in cash at least as great as the
higher of the book or market value of Common Stock, provided that the number of shares to be issued does not exceed
5% of the number of shares of Common Stock outstanding before the issuance. Since BNS s anti-dilution right permits
it to acquire more than 5% of the number of shares of common Stock outstanding before the issuance to BNS,
stockholder approval is required.

Pursuant to the Federal Reserve s Order approving BNS s acquisition of our Common Stock in 2007, BNS is required
to file an application and receive the Federal Reserve s approval before it may directly or indirectly acquire additional
shares of our Common Stock or attempt to exercise a controlling influence over First BanCorp. As a result, if BNS
desires to exercise its anti-dilution right or right of first refusal or otherwise purchase additional shares of our

Common Stock, BNS will be required to obtain the consent of the Federal Reserve.

Consequences if Stockholders Approve this Proposal

Dilution. The issuance of our shares of Common Stock to BNS would increase the number of outstanding shares. An
increased number of shares would reduce the loss per share for the quarter ended March 31, 2010 on a pro forma
basis, would decrease any future earnings per share and would have a dilutive effect on each stockholder s percentage
voting power. Thus, current stockholders interests in the Corporation would be diluted while BNS would be able to
maintain its ownership percentage.

The following table summarizes (1) the maximum number of shares that will be outstanding if Proposal Nos. 1 and 4
are approved, we issue all of the offered shares in the Exchange Offer, and BNS exercises its anti-dilution right in full,
(2) the total number of shares of Common Stock that BNS will own if it fully exercises its anti-dilution right, and

(3) BNS s percentage ownership assuming the maximum number of shares of Common Stock are issued in the
Exchange Offer and to BNS.

Total Number of Shares of

Common Stock to be Outstanding if Total Number of Shares of
All Shares Offered in the Exchange Offer = Common Stock to be Owned by BNS s Percentage Ownership
are Issued and BNS Acquires BNS Upon Acquisition of Upon Acquisition of
Maximum Number of Shares Maximum Number of Shares Maximum Number of Shares
377,420,453 37,726,571 9.9959%
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Consequences if Stockholders Do Not Approve this Proposal

If BNS exercises its anti-dilution right and stockholders do not approve the issuance of such shares, we will not issue
shares to BNS in an amount that exceeds 1% of the shares of Common Stock outstanding prior to the issuance,
notwithstanding the terms of the Stockholder Agreement.
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No Appraisal Rights

Under Puerto Rico law, stockholders are not entitled to appraisal rights with respect to the actions contemplated by
Proposal No. 4.

Required Vote

Approval of this Proposal No. 4 to issue shares of Common Stock to BNS pursuant to its anti-dilution right in
connection with the Exchange Offer requires the affirmative vote of holders of a majority of the votes cast on the
proposal, provided that the total votes cast on the proposal, whether for or against, represent over 50% of all of the
shares of Common Stock outstanding. Abstentions and broker non-votes will not be counted in determining the
number of votes cast.

Recommendation of the Board of Directors

THE BOARD RECOMMENDS THAT YOU VOTE FOR THE ISSUANCE OF SHARES OF COMMON
STOCK TO BNS PURSUANT TO BNS S ANTI-DILUTION RIGHT UNDER THE STOCKHOLDER
AGREEMENT IN CONNECTION WITH THE EXCHANGE OFFER.

PROPOSAL NO.5 ISSUANCE OF COMMON STOCK TO THE BANK OF NOVA SCOTIA IN
CONNECTION WITH THE ISSUANCE OF SERIES G PREFERRED STOCK

Overview and Reason for the Proposal

The Board of Directors seeks stockholder approval of the issuance of up to 42,224,017 shares of Common Stock to
BNS if it exercises its anti-dilution right under the Stockholder Agreement in connection with the conversion into
Common Stock of the shares of Series G Preferred Stock that we issued to the U.S. Treasury in exchange for the
Series F Preferred Stock or such higher number of shares of Common Stock determined as a result of the impact of
any adjustment to the conversion price of the Series G Preferred Stock. The 42,224,017 shares is based on the current
conversion price of the Series G.

As noted in Proposal No. 4, pursuant to the terms of the Stockholder Agreement, for as long as BNS beneficially owns
at least 5% of our outstanding Common Stock, BNS has a right of first refusal in connection with certain issuances of
Common Stock and securities convertible or exercisable for Common Stock to persons other than security holders and
an anti-dilution right, except in connection with acquisitions, exchange offers and other transactions covered by

Rule 145 under the Securities Act and certain other issuances of Common Stock. Thus, our issuance of shares of
Series G Preferred Stock to the U.S. Treasury entitles BNS to acquire Series G Preferred Stock convertible into up to
the number of shares of our Common Stock that would enable it to maintain its percentage interest in the Corporation.
We have been discussing with BNS an amendment to the Stockholder Agreement pursuant to which BNS would
exercise this right in connection with the conversion of the Series G Preferred Stock into Common Stock rather than in
connection with the issuance of the Series G Preferred Stock. If BNS agrees, its anti-dilution right will entitle it to
acquire Common Stock at a price equal to the price per share at which the Series G Preferred Stock is converted into
Common Stock. If BNS declines to exercise its anti-dilution right, BNS s beneficial ownership would be reduced by
the issuance of the additional shares.

Under NYSE Listed Company Manual Section 312.03(b), any sale of additional shares of Common Stock or securities
convertible into Common Stock to BNS in an amount that exceeds 1% of the outstanding shares of Common Stock
requires the prior approval of our stockholders under the listing requirements of the NYSE unless the sale is at a price
in cash at least as great as the higher of the book or market value of Common Stock, provided that the number of
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shares to be issued does not exceed 5% of the number of shares of Common Stock outstanding before the issuance.
Since BNS s anti-dilution right permits it to acquire more than 5% of the number of shares of common Stock
outstanding before the issuance of shares to BNS, stockholder approval is required.

26

Table of Contents

56



Edgar Filing: FIRST BANCORP /PR/ - Form PRE 14A

Table of Contents

Pursuant to the Federal Reserve s Order approving BNS s acquisition of our Common Stock in 2007, BNS is required
to file an application and receive the Federal Reserve s approval before it may directly or indirectly acquire additional
shares of our Common Stock or attempt to exercise a controlling influence over First BanCorp. As a result, if BNS
desires to exercise its anti-dilution right or right of first refusal or otherwise purchase additional shares of our

Common Stock, BNS will be required to obtain the consent of the Federal Reserve.

Consequences if Stockholders Approve this Proposal

Dilution. The issuance of our shares of Common Stock upon conversion of Series G Preferred Stock issued to BNS
would increase the number of outstanding shares. An increased number of shares would reduce the loss per share for
the quarter ended March 31, 2010 on a pro forma basis, would decrease any future earnings per share and would have
a dilutive effect on each stockholder s percentage voting power. Thus, while BNS would be able to maintain its
ownership percentage, other stockholders interests in the Corporation would be diluted.

The following table summarizes (1) the maximum number of shares that will be outstanding if Proposal Nos. 1, 4, and
5 are approved, we issue all of the offered shares of Common Stock in the Exchange Offer, we issue shares of
Common Stock to the U.S. Treasury in the conversion, and BNS exercises its anti-dilution right in full, (2) the total
number of shares of Common Stock that BNS will own if it fully exercises its anti-dilution right in connection with
the Exchange Offer and the conversion of Series G Preferred Stock, and (3) BNS s percentage ownership assuming
636,590,675 shares of Common Stock are issued in the Exchange Offer and the conversion of Series G Preferred
Stock and BNS fully exercises its anti-dilution rights. This table does not reflect the issuance of shares in a Capital
Raise and to BNS as a result of its exercise of the anti-dilution right in connection with such a Capital Raise even
though the conversion of the Series G Preferred Stock by the Corporation requires the issuance of $500 million of
equity in a Capital Raise. Completion of such a Capital Raise may require stockholder approval.

Total Number of Shares of
Common Stock to be Outstanding
if All Shares Offered in the Exchange

Offer and the Conversion are Total Number of Shares of
BNS s Percentage
Issued and BNS Acquires Common Stock to be Owned by Ownership
Maximum Number of Shares to BNS Upon Acquisition of Upon Acquisition of
Maximum Number of
Maintain Percentage Interest Maximum Number of Shares Shares
799,833,535 79,950,588 9.9959%

Consequences if Stockholders Do Not Approve this Proposal

If BNS exercises its anti-dilution right and stockholders do not approve the issuance of such shares, we will not issue
shares of Common Stock to BNS in an amount that exceeds 1% of the shares outstanding prior to the issuance,
notwithstanding the terms of the Stockholder Agreement.

No Appraisal Rights

Under Puerto Rico law, stockholders are not entitled to appraisal rights with respect to the actions contemplated by
Proposal No. 5.
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Required Vote

Approval of this Proposal No. 5 to issue shares of Series G Preferred Stock convertible into Common Stock to BNS
pursuant to its anti-dilution right in connection with the conversion of Series G Preferred Stock into Common Stock
requires the affirmative vote of holders of a majority of the votes cast on the proposal, provided that the total votes
cast on the proposal, whether for or against, represent over 50% of all of the shares of Common Stock outstanding.
Abstentions and broker non-votes will not be counted in determining the number of votes cast.
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Recommendation of the Board of Directors

THE BOARD RECOMMENDS THAT YOU VOTE FOR THE ISSUANCE OF SHARES OF COMMON
STOCK TO BNS PURSUANT TO BNS S ANTI-DILUTION RIGHT UNDER THE STOCKHOLDER
AGREEMENT IN CONNECTION WITH THE ISSUANCE OF SERIES G PREFERRED STOCK.

PROPOSAL NO.6 AMENDMENT TO ARTICLE SIXTH OF THE RESTATED ARTICLES OF
INCORPORATION TO INCREASE THE NUMBER OF AUTHORIZED SHARES OF OUR
COMMON STOCK

Overview and Reasons for the Amendment

On July , 2010, our Board of Directors adopted resolutions approving and authorizing an amendment to our Articles
of Incorporation to increase the number of authorized shares of our Common Stock from 750,000,000 to
2,000,000,000 and directing that the amendment be submitted to a vote of the stockholders at the Special Meeting. In
accordance with Puerto Rico law, approval and adoption of an amendment to our Articles of Incorporation to increase
the authorized shares of our Common Stock or Preferred Stock requires stockholder approval.

The Board of Directors determined that the amendment is in the best interests of First BanCorp and its stockholders. If
the proposed amendment is approved by stockholders, the Board of Directors currently intends to file, with the Puerto
Rico Department of State, the Articles of Incorporation reflecting such amendment as soon as practicable following
stockholder approval. Attached hereto as Exhibit A to this Proxy Statement is the proposed amendment to the Articles
of Incorporation. (The amendment included as Exhibit A also reflects the proposed amendment to decrease the par
value of a share of Common Stock from $1.00 to $0.10 per share.)

At the Annual Meeting of Stockholders on April 27, 2010, our stockholders approved the increase in our authorized
shares of Common Stock from 250,000,000 to 750,000,000. Since then, we have commenced the Exchange Offer to
issue 256,401,610 shares of Common Stock in exchange for our outstanding Preferred Stock and issued shares of
Series G Preferred Stock in exchange for Series F Preferred Stock. In addition, we plan to seek to raise $500 million in
a Capital Raise. Finally, we expect to offer to our current stockholders the opportunity to buy one share of Common
Stock for each share of Common Stock they own at the purchase price set forth in a Capital Raise. If, subsequent to
our issuance of 256,401,610 shares of Common Stock in the Exchange Offer, we were to issue shares of Common
Stock to the U.S. Treasury in exchange for the Series G Preferred Stock, to investors in a Capital Raise and to BNS,
we estimate that we would issue approximately 1.43 billion additional shares based on (i) our agreement with the

U.S. Treasury and (ii) a sale in a Capital Raise of $500 million at an assumed per-share price of $0.57, the market
price of our Common Stock on July 14, 2010. No assurance can be given as to the price at which shares would be sold
in any Capital Raise or whether any such Capital Raise can be completed. Since we had 92,542,722 shares of
Common Stock outstanding as of July 22, 2010, we do not have enough shares of Common Stock authorized for
issuance to complete the above transactions. Accordingly, our Board of Directors has proposed this increase to enable
us to complete the transactions described above.

Our Articles of Incorporation currently authorize the issuance of up to 750,000,000 shares of Common Stock and
50,000,000 shares of Preferred Stock. If adopted, the proposed amendment will not result in an increase in the number
of authorized shares of Preferred Stock.

Of the 750,000,000 shares of Common Stock currently authorized, as of the close of business on the Record Date,

there were 92,542,722 shares of Common Stock issued and outstanding. Furthermore, we have reserved for future
issuance or are currently offering to issue:
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a) 2,073,200 shares of Common Stock subject to outstanding options under the 1997 Stock Option Plan;
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b) 5,842,259 shares of Common Stock upon the exercise of an outstanding warrant held by the U.S. Treasury;
¢) 3,767,784 shares of Common Stock for issuance under the First BanCorp 2008 Omnibus Incentive Plan; and

d) subject to the approval of our stockholders, (i) 256,401,610 shares of Common Stock in the Exchange Offer,

(i1) assuming the issuance of all of the offered shares in the Exchange Offer and subject to the approval of our
stockholders, 28,476,121 shares of Common Stock for issuance to BNS if it exercises its anti-dilution right, and

(iii) assuming the issuance of 380,189,065 shares of Common Stock in exchange for Series G Preferred Stock that we
issued to the U.S. Treasury, and subject to the approval of our stockholders, 42,224,017 shares of Common Stock for
issuance to BNS if it exercises its anti-dilution right.

Consequences if Stockholders Approve this Proposal

Dilution. As is the case with the current authorized but unissued shares of Common Stock, the additional shares of
Common Stock authorized by this proposed amendment could be issued upon approval by our Board of Directors
without further vote of our stockholders except as may be required in particular cases by our Articles of Incorporation,
applicable law, regulatory agencies or the NYSE. Under our Articles of Incorporation, stockholders do not have
preemptive rights to subscribe to additional securities that we issue, which means that current stockholders do not
have a prior right to purchase any new issue of Common Stock in order to maintain their proportionate ownership
interest in the Corporation. If we issue additional shares of Common Stock or securities convertible into or exercisable
for Common Stock, such issuances would have a dilutive effect on the voting power and would reduce loss per share
and any future earnings per share of our currently outstanding shares of Common Stock. We will not need stockholder
approval of a Capital Raise in the form of a public offering.

The following table sets forth the total number of (1) authorized shares of our Common Stock as of July 22, 2010,

(2) outstanding shares of our Common Stock as of July 22, 2010, (3) reserved shares of our Common Stock, including
pursuant to the Exchange Offer, (4) shares of our Common Stock available for issuance, (5) proposed shares subject to
stockholder approval pursuant to this Proposal 5 and (6) Common Stock available for issuance if this Proposal 5 is
approved by the stockholders.

Currently Currently Shares Currently  Shares Currently Proposed Shares Potentially
Authorized Outstanding Reserved for Available for Authorized Available for
Shares Shares Issuance Issuance Shares Issuance
750,000,000 92,542,722 268,084,853 645,774,035 2,000,000,000 1,639,372,425

The number of shares potentially available for issuance if stockholders approve this Proposal would enable us to issue
shares in a Capital Raise, if we can complete such a Capital Raise and any required stockholder approval is obtained,
which would enable us to convert the Series G Preferred Stock as long as we satisfy the other conditions to such
conversion. In addition, we would have enough shares to conduct a rights offering.

Anti-takeover Effects. Under certain circumstances, the proposed amendment to the Articles of Incorporation could
have an anti-takeover effect. The proposed increase in the number of authorized shares of Common Stock may
discourage or make more difficult a change in control of the Corporation. For example, we could issue additional
shares to dilute the voting power of, create voting impediments for, or otherwise frustrate the efforts of persons
seeking to take over or gain control of the Corporation, whether or not the change in control is favored by a majority
of our unaffiliated stockholders. We could also privately place shares of Common Stock with purchasers who would
side with our Board of Directors in opposing a hostile takeover bid, except that we would need stockholder approval
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of any such private sales that exceed 20% of the outstanding shares prior to the sale. Except for the possible
acquisition of approximately 21% of Common Stock by the U.S. Treasury if we are able to compel the conversion of
the Series G Preferred Stock into Common Stock, assuming we issue approximately 1.68 billion shares in the
Exchange Offer, in a Capital
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Raise and to BNS at the market price of our Common Stock on July 14, 2010 of $0.57, the Board of Directors is not
aware of any plans for or attempt to effect a change in control of the Corporation.

Consequences if Stockholders Do Not Approve this Proposal

If stockholders do not approve this proposal we will not be able to issue shares of Common Stock to investors in a

$500 million Capital Raise, to the U.S. Treasury, or in a rights offering. If we need to continue to recognize significant
reserves and we cannot complete a Capital Raise, the Corporation and FirstBank may not be able to comply with the
minimum capital requirements included in the capital plans required by the Agreements. These capital plans, which

are subject to the approval of our regulators, set forth our plan to attain the capital ratio requirements set forth in the
Order over time. See Overview of the Proposals Background for further discussion of consequences if we are unable
to complete the Exchange Offer.

No Appraisal Rights

Under Puerto Rico law, our stockholders are not entitled to appraisal rights with respect to this proposed amendment
to our Articles of Incorporation to increase the number of authorized shares of Common Stock.

Required Vote

Approval of Proposal No. 6 to amend our Articles of Incorporation to increase the authorized number of shares of
Common Stock from 750,000,000 to 2,000,000,000 requires the affirmative vote of holders of a majority of the shares
of Common Stock outstanding. Abstentions and broker non-votes will have the same effect as votes against this
proposal.

Recommendation of the Board of Directors

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE AMENDMENT TO ARTICLE SIXTH
OF THE ARTICLES OF INCORPORATION TO INCREASE THE NUMBER OF AUTHORIZED
SHARES OF COMMON STOCK FROM 750,000,000 TO 2,000,000,000.

PROPOSAL NO.7 AMENDMENT TO ARTICLE SIXTH OF THE RESTATED ARTICLES OF
INCORPORATION TO IMPLEMENT A REVERSE STOCK SPLIT

Overview and Reasons for the Amendment

On July , 2010, our Board of Directors adopted resolutions approving and authorizing an amendment to our Articles
of Incorporation to implement a reverse stock split at a ratio of not less than one-for-ten and not more than
one-for-twenty and directing that the amendment be submitted to a vote of the stockholders at the Special Meeting. In
accordance with Puerto Rico law, approval and adoption of an amendment to our Articles of Incorporation to
implement a reverse stock split requires stockholder approval.

On July 9, 2010, First BanCorp. received notice from the New York Stock Exchange that the Corporation was not in
compliance with the minimum price per share continued listing requirement set forth in Section 802.01C of the NYSE
Listed Company Manual (the Notice ). The Notice indicated that the Corporation was not in compliance with such
continued listing requirement because, as of July 6, 2010, the average closing price of the Common Stock was less
than $1.00 over the consecutive 30 trading-day period immediately prior to the Notice.
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On July , 2009, the Corporation informed the NYSE that it intended to cure this deficiency within six months
following the date of the Notice by bringing the Common Stock share price and average share price for 30 consecutive
trading days above $1.00. Specifically, the Corporation has informed the NYSE of its intent to cure the deficiency by
implementing a reverse stock split, if necessary.

If the proposed amendment is approved by stockholders, the Board of Directors will determine, prior to the filing of
the amendment with the Puerto Rico Department of State, whether a reverse stock split is in the
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best interest of stockholders, and if so, the ratio for such split. The Board of Directors will consider, among other
things, the market price and liquidity of our Common Stock prior to implementing a reverse stock split. Attached
hereto as Exhibit B to this Proxy Statement is the proposed amendment to the Articles of Incorporation.

If stockholders approve this Proposal at the Special Meeting but the Board does not implement a reverse stock split by
the close of business on January 9, 2011, the Board will not have authority to implement a reverse stock split pursuant
to such approval.

Consequences if Stockholders Approve this Proposal and the Board Implements a Reverse Stock Split

If stockholders approve this proposal and the Board determines that it is in the best interests of stockholders to
implement the reverse stock split, a number of outstanding shares of Common Stock ranging from 10 to 20 shares,
depending on the reverse stock split ratio determined by the Board, of outstanding Common Stock will be converted
into one share of Common Stock.

Reduction of Shares Held by Individual Stockholders. Each common stockholder will own fewer shares of Common
Stock, but the proposed reverse stock split will affect all common stockholders proportionately and will not affect any
stockholder s percentage ownership interest or proportionate voting power, except for differences resulting from the
treatment of fractional shares.

However, if the reverse stock split were implemented, it may increase the number of stockholders who own odd lots,
or a number of shares that is less than 100 shares. Such stockholders may find it difficult to sell such shares and in
connection with any sale may have to pay higher commissions and other transaction costs as compared to a sale
involving a round lot, or a number that is in even multiples of 100.

Impact on Authorized and Outstanding Shares. In connection with the reverse stock split, we will not reduce the total
number of authorized shares of Common Stock. As previously disclosed, as a result of the continuing difficult
economic conditions, we decided to seek to improve our capital structure. Thus, we have been taking steps to
implement strategies to increase tangible common equity and regulatory capital through (1) the issuance of shares of
Common Stock in the Exchange Offer, (2) the issuance of approximately $500 million of equity in a Capital Raise,
(3) the conversion into Common Stock of the shares of Series G Preferred Stock that we issued to the U.S. Treasury in
exchange for Series F Preferred Stock, and (4) a rights offering to common stockholders. Since we have

92,542,722 shares of Common Stock outstanding as of July 22, 2010, we do not have enough shares of Common
Stock authorized for issuance to complete the above transactions. As outlined in Proposal No. 6, the Board of
Directors has proposed an increase in the number of authorized shares of Common Stock to enable us to complete the
transactions described above.

If adopted and implemented by the Board of Directors, this amendment will become effective upon filing with the
Puerto Rico Department of State. We expect that the Board will implement a reverse stock split only if necessary to
comply with the NYSE continued listing requirement.

Anti-takeover Effects. Similar to Proposal No. 6, under certain circumstances, the proposed amendment to the Articles
of Incorporation could have an anti-takeover effect. The resulting increase in the number of authorized and unissued
shares of Common Stock may discourage or make more difficult a change in control of the Corporation. For example,
we could issue additional shares to dilute the voting power of, create voting impediments for, or otherwise frustrate
the efforts of persons seeking to take over or gain control of the Corporation, whether or not the change in control is
favored by a majority of our unaffiliated stockholders. We could also privately place shares of Common Stock with
purchasers who would side with our Board of Directors in opposing a hostile takeover bid, except that we would need
stockholder approval of any such private sales that exceed 20% of the outstanding shares prior to the sale. Except for
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the possible acquisition of approximately 21% of Common Stock by the U.S. Treasury if the Series G Preferred Stock
is converted into Common Stock, assuming we issue approximately 1.68 billion shares in the Exchange Offer, in a
Capital Raise and to BNS at the market price of our Common Stock on July 14, 2010 of $0.57, the Board of Directors
is not aware of any plans for or attempt to effect a change in control of the Corporation.
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Impact on Equity Compensation Plans and Outstanding Awards. The reverse stock split will impact the number of
shares of common stock available for issuance under the Corporation s equity incentive plans in proportion to the
reverse stock split ratio. Under the terms of the Corporation s outstanding equity awards, the reverse stock split would
cause a reduction in the number of shares of Common Stock issuable upon exercise, settlement or vesting of such
awards in proportion to the exchange ratio of the reverse stock split and would cause a proportionate increase in the
exercise price of such awards to the extent they are stock options or similar awards. The aggregate number of shares
authorized for future issuance under the Corporation s equity incentive plans will also be proportionately reduced, as
will the maximum aggregate limit on the number of shares that may be granted to any one participant under the
respective plans. In implementing the proportionate reduction, the number of shares issuable upon exercise, settlement
or vesting of outstanding equity awards will be rounded up to the nearest whole share.

No Assurance Regarding Impact on the Corporation s Stock Price. If the Board implements a reverse stock split, the
Board expects that the reverse stock split would increase the market price of our Common Stock so that the
Corporation is able to bring the Common Stock share price and average share price for 30 consecutive trading days
above $1.00 and, thereby, regain compliance with this NYSE continued listing requirement. No assurance can be
provided, however, that the market price of the Corporation s Common Stock will exceed or remain in excess of the
$1.00 per share minimum price after a reverse stock split. It is possible that the per share price of common stock after
the reverse stock split will not rise in proportion to the reduction in the number of shares of common stock outstanding
resulting from the reverse stock split. Furthermore, the market price of the stock may be affected by other factors that
may be unrelated to the number of shares outstanding, including the Corporation s performance.

Consequences if Stockholders Do Not Approve this Proposal

If stockholders do not approve this proposal we will not be able to implement a reverse stock split. The inability to
implement a reverse stock split may hinder our ability to bring our Common Stock share price and average share price
for 30 consecutive trading days above $1.00, which is a listing requirement of the NYSE. The NYSE will commence
suspension and delisting procedures if we cannot regain compliance with this requirement by January 9, 2011.

Board Discretion to Implement the Reverse Stock Split

If the proposed amendment is approved by our stockholders, it will be implemented, if at all, only upon a
determination by our Board of Directors that a reverse stock split, at a ratio determined by the Board of Directors
within the range of one-for-ten and one-for-twenty, is in the best interests of stockholders. The Board of Directors
determination as to whether such a split will be implemented and, if so, the ratio, will be based upon several factors,
including existing and expected marketability and liquidity of our Common Stock, prevailing market conditions and
the likely effect on the market price of our Common Stock. If our Board of Directors determines to implement a
reverse stock split, the Board of Directors will consider various factors in selecting the ratio including the overall
market conditions at the time and the recent trading history of our Common Stock.

Fractional Shares

Stockholders will not receive fractional shares in connection with a reverse stock split. Instead, our exchange agent,
The Bank of New York Mellon Shareowner Services, LLC, will aggregate all fractional shares and arrange for them to
be sold as soon as practicable after the split is implemented at the then prevailing prices on the open market on behalf
of those stockholders who would otherwise be entitled to receive a fractional share. We expect that the exchange agent
will cause the sale to be conducted in an orderly fashion at a reasonable pace and that it may take several days to sell
all of the aggregated fractional shares of Common Stock. After completing the sale, stockholders will receive a cash
payment from the exchange agent in an amount equal to the stockholder s pro rata share of the total net proceeds of
these sales. No transaction costs will be assessed on the sale; however, the proceeds will be subject to certain taxes as
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a reverse stock split and the date a stockholder receives payment for the cashed-out shares. The payment amount will
be paid to the stockholder in the form of a check.

After a reverse stock split, stockholders will have no further interest in the Corporation with respect to their
cashed-out fractional shares. A stockholder will not have any voting, dividend or other rights with respect to its
fractional share except to receive payment as described above.

Stock Certificates

If stockholders approve the amendment to our Articles of Incorporation to implement a reverse stock split and the
reverse stock split is implemented, as soon as practicable after the date the Board decides to implement the reverse
stock split and the amendment implementing the reverse stock split becomes effective, the Corporation will send a
letter of transmittal to each stockholder of record at the effective time for use in transmitting old stock certificates to
our transfer agent, The Bank of New York Mellon Shareowner Services, LLC, who will serve as our exchange agent.
The letter of transmittal will contain instructions for the surrender of old certificates to the exchange agent in
exchange for new certificates representing the number of shares of Common Stock into which such holders shares
represented by the old certificates have been converted as a result of the reverse stock split. Until so surrendered, each
current certificate representing shares of our stock will be deemed for all corporate purposes after the effective time of
the amendment implementing the reverse stock split to evidence ownership of shares in the appropriately reduced
whole number of shares of Common Stock. Stockholders should not destroy any stock certificates and should not send
in their old certificates to the exchange agent until they have received the letter of transmittal.

Persons holding their shares in street name through banks, brokers or other nominees will be contacted by such banks,
brokers or nominees and will not receive a letter of transmittal from the Corporation. Banks, brokers, and other
nominees holding shares of Common Stock for stockholders will be instructed to implement the reverse stock split for
such beneficial holders, and these banks, brokers, and other nominees may apply their own specific procedures for
processing the reverse stock split.

No Appraisal Rights

Under Puerto Rico law, our stockholders are not entitled to appraisal rights with respect to this proposed amendment
to our Articles of Incorporation to implement a reverse stock split.

Certain Material U.S. Federal Income Tax Consequences

The following is a general summary of certain U.S. federal income tax consequences of the reverse stock split that
may be relevant to stockholders. This summary is based upon the provisions of the Internal Revenue Code of 1986, as
amended, (the Code ), Treasury regulations promulgated thereunder, published administrative rulings and judicial
decisions as of the date hereof, all of which may change, possibly with retroactive effect, resulting in U.S. federal
income tax consequences that may differ from those discussed below. This summary does not purport to be complete
and does not address all aspects of federal income taxation that may be relevant to stockholders in light of their
particular circumstances or to stockholders that may be subject to special tax rules, including, without limitation:

(1) stockholders subject to the alternative minimum tax; (2) banks, insurance companies, or other financial
institutions; (3) tax-exempt organizations; (4) dealers in securities or commodities; (5) regulated investment
companies or real estate investment trusts; (6) traders in securities that elect to use a mark-to-market method of
accounting for their securities holdings; (7) foreign stockholders or U.S. stockholders whose functional currency is not
the U.S. dollar; (8) persons holding the Common Stock as a position in a hedging transaction, straddle, conversion
transaction or other risk reduction transaction; (9) persons who acquire shares of the Common Stock in connection
with employment or other performance of services; (10) dealers and other stockholders that do not own their shares of
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addition, this summary does not address the tax consequences arising under the laws of any foreign, state or local
jurisdiction and U.S. federal tax consequences other than federal income taxation. Furthermore, this summary also
assumes that shares of Common Stock, both before and after the reverse stock split, are held as
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a capital asset as defined in the Code, which is generally property held for investment. If a partnership (including any
entity or arrangement treated as a partnership for U.S. federal income tax purposes) holds shares of the Common

Stock, the tax treatment of a partner in the partnership generally will depend upon the status of the partner and the
activities of the partnership.

We have not sought, and will not seek, an opinion of counsel or a ruling from the IRS regarding the U.S. federal
income tax consequences of the reverse stock split and there can be no assurance the Internal Revenue Service ( IRS )
will not challenge the statements and conclusions set forth below or that a court would not sustain any such challenge.
You should consult your tax advisor as to the application to your particular situation of the tax consequences

discussed below, as well as the application of any state, local, foreign or other tax.

Tax Consequences Generally. The reverse stock split should constitute a recapitalization for U.S. federal income tax
purposes. As a result, a stockholder generally should not recognize gain or loss upon the reverse stock split, except
with respect to cash received in lieu of a fractional share of the Common Stock, as discussed below. A stockholder s
aggregate tax basis in the shares of the Common Stock received pursuant to the reverse stock split should equal the
aggregate tax basis of the shares of the Common Stock surrendered (excluding any portion of such basis that is
allocated to any fractional share of the Common Stock), and such stockholder s holding period (i.e., acquired date) in
the shares of the Common Stock received should include the holding period in the shares of the Common Stock
surrendered. Treasury regulations promulgated under the Code provide detailed rules for allocating the tax basis and
holding period of the shares of the Common Stock surrendered to the shares of the Common Stock received pursuant
to the reverse stock split. Stockholders who acquired their shares of Common Stock on different dates and at different
prices should consult their tax advisors regarding the allocation of the tax basis and holding period of such shares.

Cash in Lieu of Fractional Shares. A stockholder who receives cash in lieu of a fractional share of the Common
Stock pursuant to the reverse stock split generally should recognize capital gain or loss in an amount equal to the
difference between the amount of cash received and the holder s tax basis in the shares of the Common Stock
surrendered that is allocated to such fractional share of the Common Stock. Such capital gain or loss should be long
term capital gain or loss if the holder s holding period for the Common Stock surrendered exceeded one year at the
effective time of the reverse stock split.

Information Reporting and Backup Withholding. Information returns generally will be required to be filed with the
IRS with respect to the receipt of cash in lieu of a fractional share of the Common Stock pursuant to the reverse stock
split. In addition, stockholders may be subject to a backup withholding tax (currently at an applicable rate of 28%) on
the payment of such cash if they do not provide their taxpayer identification numbers in the manner required or
otherwise fail to comply with applicable backup withholding tax rules. Backup withholding is not an additional tax.
Any amounts withheld under the backup withholding rules may be refunded or allowed as a credit against the
stockholder s federal income tax liability, if any, provided the required information is timely furnished to the IRS.

Certain Puerto Rico Tax Consequences

The following discussion describes the material Puerto Rico tax consequences relating to the proposed stock split. It
does not purport to be a comprehensive description of all of the tax considerations arising from or relating to the
proposed reverse stock split and does not describe any tax consequences arising under the laws of any state, locality or
taxing jurisdiction other than Puerto Rico. It does not address special classes of holders, such as life insurance
companies, special partnerships, corporations of individuals, registered investment companies, estate and trusts and
tax-exempt organizations.

This discussion is based on the tax laws of Puerto Rico as in effect on the date of this Proxy Statement, as well as
regulations, administrative pronouncements and judicial decisions available on or before such date and now in effect.
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You should consult your own tax advisor as to the application to your particular situation of the tax considerations
discussed below, as well as the application of any state, local, foreign or other tax.

Subject to the above stated, Puerto Rico income tax consequences of the proposed reversed stock split described
herein may be summarized as follows:

1. The reverse stock split will qualify as a tax-free recapitalization under the Puerto Rico Puerto Rico Internal
Revenue Code of 1994, as amended. Accordingly, except for any cash received in lieu of fractional shares, a
shareholder will not recognize any gain or loss for Puerto Rico income tax purposes as a result of the receipt of the
post-reverse stock split common stock pursuant to the reverse stock split.

2. The shares of post-reverse stock split common stock in the hands of a shareholder will have an aggregate basis for
computing gain or loss on a subsequent disposition equal to the aggregate basis of the shares of pre-reverse stock split
common stock held by that shareholder immediately prior to the reversed stock split, reduced by the basis allocable to
any fractional shares which the shareholder is treated as having sold for cash, as discussed in paragraph 4 below.

3. A shareholder s holding period for the post-reverse stock split common stock will include the holding period of the
pre-reverse stock split common stock exchanged.

4. Shareholders who receive cash for fractional shares will generally be treated for Puerto Rico income tax purposes as
having sold their fractional shares and will recognize gain or loss in an amount equal to the difference between the

cash received and the portion of the of their basis for the pre-reverse stock split common stock allocated to the
fractional shares. Such gain or loss will generally be a capital gain or loss if the stock was held as a capital asset, and
such gain or loss will be long-term gain or loss to the extent that the shareholder s holding period exceeds 6 months for
Puerto Rico income tax purposes.

5. Shareholders who do not hold fractional shares and only receive post-reverse stock split common stock for their
pre-reverse stock split common stock pursuant to the reverse stock split should not recognize any gain or loss for
Puerto Rico income tax purposes as a result of the reverse stock split.

6. Any gain or loss from the sale of fractional shares as discussed above realized by a shareholder that is not a resident
of Puerto Rico will not be subject to income taxation in Puerto Rico.

7. Puerto Rico information reporting requirements will apply with respect to the cash proceeds to be received by the
non-corporate shareholders in lieu of fractional shares.

Required Vote

Approval of Proposal No. 7 to amend our Articles of Incorporation to implement a reverse stock split requires the
affirmative vote of holders of a majority of the shares of Common Stock outstanding. Abstentions and broker
non-votes will have the same effect as votes against this proposal.

Recommendation of the Board of Directors

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE AMENDMENT TO ARTICLE SIXTH
OF THE ARTICLES OF INCORPORATION TO IMPLEMENT A REVERSE STOCK SPLIT AT AN

EXCHANGE RATIO THAT WILL BE WITHIN A RANGE OF ONE-FOR-TEN AND ONE-FOR-TWENTY,
WHICH WILL BE DETERMINED BY THE CORPORATION S BOARD OF DIRECTORS.

Table of Contents 73



Edgar Filing: FIRST BANCORP /PR/ - Form PRE 14A
STOCKHOLDER PROPOSALS

SEC rules provide that stockholders must submit to a company any proposals that they would like included in a
company s proxy statement no later than 120 days before the first anniversary of the date on which the previous year s
proxy statement was first mailed to stockholders unless the date of the annual meeting has been changed by more than
30 days from the date of the previous year s meeting. When the date is changed by more than 30 days from the date of
the previous year s meeting, the deadline is a reasonable
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time before the company begins to print and send its proxy materials. In accordance with our By-laws, we expect to
hold our 2011 Annual Meeting of Stockholders on or before April 26, 2011, subject to the right of the Board of
Directors to change such date based on changed circumstances.

Any proposal that a stockholder wishes to have considered for presentation at the 2011 Annual Meeting and included
in our proxy statement and form of proxy used in connection with such meeting must be forwarded to the Secretary of
the Corporation at the principal executive offices of the Corporation no later than December 7, 2010. Any such
proposal must comply with the requirements of Rule 14a-8 promulgated under the Securities Exchange