NEW ISSUES—BOOK ENTRY ONLY

In the opinion of Bond Counsel, subject to continuing compliance with certain tax covenants, interest on the
Bond's is not includable in gross income for federal income tax purposes under existing statutes, regulations, rulings
and court decisions. However, see “Tax Exemption” for a description of the alternative minimum tax on corporations
and certain other federal tax consequences of ownership of the Bonds. Bond Counsel is further of the opinion that the
Bonds and the interest thereon are exempt from state, Commonwealth of Puerto Rico and local income taxation.

$274,785,000

PUERTO RICO MUNICIPAI FINANCE AGENCY
$222,860,000 1997 Series A4 Bonds
861,925,000 1997 Series B Refunding Bonds

Dated: April 1, 1997 Due: July 1, as shown on inside cover page

The Bonds will be issued in fully registered form and will be initially registered only in the name of Cede & Co., as
nominee of The Depository Trust Company, New York, New York (“DTC”), which will act as securities depository for
the Bonds. Bonds will be available to purchasers in denominations of $5,000 and any multiple thereof only under the
book-entry system maintained by DTC through brokers and dealers who are, or act through, DTC Participants.
Purchasers will not receive delivery of the Bonds. As long as any purchaser is the beneficial owner of a
Bond, such purchaser must maintain an account with a broker or dealer wi.o is, or acts through, a DTC
Participant to receive payment of principal of and interest on such Bond. See “THE BONDS —Book-Entry Only
System.” Interest on the Bonds will be payable on July 1, 1997 (representing 3 months’ interest) and on each
January I and July 1 thereafter. Certain of the Bonds are subject to redemption prior to maturity as set forth herein,
the earliest possible date of redemption being July 1, 2007,

The Series 4 Bonds are being issued to provide funds for the purchase by the JAgency from Government
Development Bank for Puerto Rico of general obligation municipal bonds and notes of various municipalities within
the Commonwealth of Puerto Rico. The Series B Refunding Bonds are being issued to provide funds with other
available moneys to be used for the purpose of defeasing all of the outstanding Puerto Rico Municipal Finance Agency
1988 Series A Bonds (the “1988 Series A Bonds”) the proceeds of which provided for the purchase of other general
obligation municipal bonds and notes. 4 deposit will also be made to the Reserve Account from the proceeds of the
Bonds and other moneys available under the trust indenture for the 1988 Series A4 Bonds after their defeasance. The
Bonds will be secured by and payable from the payments of principal of and interest on the general obligation
municipal bonds and notes of various municipalities of the Commonwealth that are being pledged by the dgency
(including the outstanding general obligation municipal bonds and notes initially purchased in respect of the 1988
Series 4 Bonds) and from moneys in the Reserve Account as set forth herein.

The Agency’s Enabling Act provides that, in order to assure the maintenance of the Reserve Account in the
required amount, there shall be annually apportioned and paid to the Agency by the Commonwealth, from any
available or uncommitted funds, for deposit in the Reserve Account such sum, if any, as shall be certified by the
President of the Agency to the Secretary of the Treasury of the Commonwealth as necessary to restore the Reserve
Account to the required amount. If there are no such available or uncommitted funds, the Secretary of the Treasury
shall request the amount so certified from the Director of the Office of Management and Budget, who shall proceed to
include it in General Budget of the Commonwealth for the coming fiscal year. The payment of such amount is subject
to appropriation by the Legislature, which appropriation is authorized but not legally required to be made.

NEITHEE THE CREDIT OF THE COMMONWEALTH OF PUERTO RICO NOR THAT OF ANY OF ITS POLITICAL
SUBDIVISIONS OR INSTRUMENTALITIES WILL BE PLEDGED FOR THE PAYMENT OF THE BONDS. THE BONDS
ARE LIMITED OBLIGATIONS OF THE AGENCY PAYABLE SOLELY FROM PRINCIPAL AND INTEREST PAYMENTS
UNDER THE PLEDGED GENERAL OBLIGATION MUNICIPAL BONDS AND NOTES AND FROM MONEYS HELD IN
THE RESERVE ACCOUNT AND OTHER FUNDS AND ACCOUNTS UNDER THE TRUST INDENTURE. THE GOOD
FAITH, CREDIT AND UNLIMITED TAXING POWER OF EACH ISSUING MUXNICIPALITY WILL BE PLEDGED TO THE
PAYMENT OF ITS GENERAL OBLIGATION MUNICIPAL BONDS AND NOTES THAT ARFE, BEING PLEDGED BY THE
AGENCY TO SECURE PAYMENT OF THE BONXDS.

The inside cover page contains information respecting the maturity schedules, interest rates, yield and bond
insurance for the Bonds.

The Bonds are offered when, as and if delivered to and accepted by the Underwriters, subject to the approval of
legality by Brown & Wood LLP, New York, New York, Bond Counsel, and certain other conditions. Certain legal
maiters will be passed wpon for the Underwriters by their counsel, McConnell Valdés, San Juan, Puerto Rico. It is
expected that settlement for the Bonds will occur in New York, New York on or about May 8, 1997,

MORGAN STANLEY & CO. LEHMAN BROTHERS SMITH BARNEY INC.
Incorporated

BEAR, STIEARNS & CO. INC. CITICORP SECURITIES, INC. CLARK MELVIN SECURITIES CORPORATION

GOLDMAN, SACHS & CO. MERRILI, LYNCH & CO. ORIENTAL FINANCIAI SERVICES CORP.

PAINEWEBBER INCORPORATED PRUDENTIAL SECURITIES INCORPORATED DEAN WITTER REYN OLDS, INC.

April 10, 1997



$274,785,000
PUERTO RICO MUNICIPAL FINANCE AGENCY

AMOUNTS, MATURITIES, INTEREST RATES AND YIELDS

$222,860,000 1997 Series A Bonds

Interest Interest
Amount Maturity Rate Yield Amount Maturity Rate Yield
39,660,000 1997 442 % 3.90% $9,655,000* 2005 6 % 5126%
11,185,000 1998 41z 4.80 10,6056,000* 2006 6 5.20
12,285,000* 1999 5 448 11,250,000* 2007 6 5.25
9,615,000* 2000 5e 4.60 2,200,000* 2008 5 5.82
6,720,000* 2001 51g 4.65 12,015,000* 2009 5 5.40
7,695,000* 2002 51z 4.70 12,420,000* 2010 51y 5.50
8,260,000* 2008 b1fs 4.90 18,860,000* 2011 6 5.48
8,830,000* 2004 51z 5.00 10,950,000* 2012 6 5.48
$45,875,000* 542% Term Bonds due July 1, 2017 —Yield 5.78%
$21,130,000* 512% Term Bonds due July 1, 2021 —Yield 5.83%
(rlus accrued interest)
$561,925,000 1997 Series B Refunding Bonds
Interest Interest
Amount Maturity Rate Yield Amount Maturity Rate Yield
$6,625,000 1997 412% 8.90% $8,4456,000* 2008 5%  4.90 %
5,190,000 1998 4l 4.80 2,830,000* 2004 51fp 5.00
4,965,000 1999 5 4.78 2,475,000* 2005 6 5.125
5,140,000* 2000 5z 4.60 2,620,000* 2006 6 5.20
5,860,000* 2001 5Yp 4.65 255,000* 2007 6 5.25
5,135,000* 2002 5g 4.70 9,895,000 2008 5 5.82

(plus accrued interest)

* The scheduled payment of principal of and interest on the 1997 Series A Bonds maturing on July 1 of the years 1999
through 2021 and on the 1997 Series B Refunding Bonds maturing on July 1 of the years 2000 through 2008 when due
in each case will be guaranteed under an insurance policy to be issued concurrently with the delivery of the 1997
Series 4 Bonds and the 1997 Series B Refunding Bonds by Financial Security Assurance Inc.




No dealer, broker, sales representative or other person has been authorized by the Agency or the Underwriters
to give any information or make any representations other than those contained herein and, if given or made, such other
information or representation must not be relied upon as having been authorized by the Agency or any Underwriter.
This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any
sale of the Bonds offered hereby by any person in any jurisdiction in which it is unlawful for such person to make such
offer, solicitation or sale. The information set forth herein has been furnished by the Agency and the Commonwealth
and includes information obtained from other sources which are believed to be reliable but is not guaranteed as to
accuracy or completeness by, and is not to be construed as a representation of, the Underwriters. The information and
expressions of opinion contained herein are subject to change without notice, and neither the delivery of this Official
Statement nor any sale made hereunder shall, under any circumstances, create any implication that there has been no
change in the affairs of the Agency or the Commonwealth since the date hereof.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITERS MAY
OVER-ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICES OF
SUCH BONDS AT LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET.
SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
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$274,785,000

Puerto Rico Municipal Finance Agency
$222,860,000 1997 Series A Bonds
$51,925,000 1997 Series B Refunding Bonds

INTRODUCTORY STATEMENT

This Official Statement of Puerto Rico Municipal Finance Agency (the “Agency”) is provided to furnish
information with respect to its $222,860,000 Puerto Rico Municipal Finance Agency 1997 Series A Bonds (the “Series
A Bonds™) and $51,925,000 Puerto Rico Municipal Finance Agency 1997 Series B Refunding Bonds (the “Series B
Refunding Bonds” and, together with the Series A Bonds. the “Bonds™). The Bonds will be issued pursuant to a Trust
[udenture, dated as of April 1, 1997 (the “Indenture™), between the Agency and Banco Santander Puerto Rico, as
trustee (the “Trustee”). The Series A Bonds maturing on or after July 1, 1999 and the Series B Refunding Bonds
maturing on or after July 1, 2000 (collectively, the “Insured Bonds™) will be guaranteed as to scheduled payments of
principal and interest by a Municipal Bond Insurance Policy (the “Policy”) to be issued by Financial Security Assurance
Inc. (“Financial Security” or the “Insurcr”).

This Official Statement includes the cover page. the inside cover page, the Appendices and the following
documents, which have been filed by the Commonwealth of Puerto Rico (the “Commonwealth™ or “‘Puerto Rico”) with
cach nationally recognized raunicipal sccurities information repository (“NRMSIR”) and the Municipal Securities
Rulemaking Board (the “MSRB”) and arc incorporated hercin by reference:

() Appendix I to the Official Statement of the Commonwealth, dated March 13. 1997, relating to the
sale of $326,845,000 Commonwecalth of Puerlo Rico Public Improvement Refunding Bonds,
Series 1997 (the “Refunding Bonds™) and $369,000,000 Commonwealth of Puerto Rico Public
Improvement Bonds of 1997 (the “Public Improvement Bonds”). which contains financial and other
information of the Commonwealth (the “Commonwealth Appendix”); and

2) the Comprehensive Annual Financial Report of the Commonwealth for the fiscal year ended June 30,
1996 prepared by the Department of the Treasury (the “Commonwealth’s Annual Financial Report™),
which includes the gencral purpose financial statements of the Commonwealth for the fiscal year
ended June 30, 1996, together with the independent auditor’s report thercon, dated December 17.
1996, of Deloitte & Touche LLP, San Juan, Puerto Rico, certified public accountants.

Ay Appendix I of an Official Statement of the Commonwealth or any appendix of an Official Statement of
any instrumentality of the Commonwealth containing the same information as the Commonwealth Appendix, filed with
cach NRMSIR and the MSRB after the date hereof and prior (o the termination of any offering of the Bonds shall be
deemed to be incorporated by reference into this Official Statcment and to be part of this Official Statement from the
date of filing of such document. Any statement contained herein or in any of the above described documents
incorporated herein by reference shall be deemed to be modified or superseded for purposes of this Official Statement
to the extent that a statement contained herein or in any other subsequently filed document modifies or supersedes such
statement. Any such statement so modificd or superseded shall not be deemed, cxcept as so modified or superseded,
to constitute a part of this Official Statcment.

For a discussion of recent developments relating to the information appearing in the Commonwealth Appendix,
see “RECENT DEVELOPMENTS” hercin.

The Commonwealth will provide without charge to any person to whom this Official Statement is delivered,
on the written or oral request of such person, a copy of any or all of the foregoing documents incorporated herein by
reference. Requests for such documents should be directed to Director-New York Office, Government Development
Bank for Puerto Rico, 140 Broadway, 38" Floor, New York, New York 10005, telephone number (212) 422-6420. or
to Director-Muncipal Financing Department, Government Development Bank for Puerto Rico. P.O. Box 42001, San
Juan, Puerto Rico 00940-2001, telephone number (787) 721-3316.



A copy of the Commonwealth Appendix and the Commonwealth’s Annual Financial Report may be obtained
by contacting a NRMSIR. The address of each NRMSIR is set forth in “CONT INUING DISCLOSURE” below. The
address of the MSRB is 1640 King Street, Suite 300, Alexandria, VA 22314, telephone number (202) 223-9503.

THE AGENCY

The Agency, a public corporation and governmental instrumentality of the Commonwealth, was created by
Act No. 29 of the Legislature of Puerto Rico, approved June 30, 1972, as amended (the “Enabling Act”), to allow the
municipalities of the Commonwealth to access the capital market so that such municipalitics might finance more
effectively their public improvement programs.

The Agency is authorized to issue bonds for the following purposes: (i) purchasing bonds and notes of
municipalities within the Commonwealth secured by ad valorem taxation, without limitation of ratc or amount, on all
taxable property within each such municipality and issued in accordance with applicable law, (ii) making payments
into the Bond Service Account, the Operating Fund or the Reserve Account (as described herein), (iii) funding bond
anticipation notes theretofore issued by the Agency to provide funds to purchase municipal bonds and notes, and
(iv) refunding any outstanding bonds of the Agency.

The Agency is located in the Minillas Government Center in San Juan, Puerto Rico. Its mailing address is
P.O. Box 42001, San Juan, Puerto Rico 00940-2001, telephone (787) 722-2525.

Organization and Membership of the Agency

The Agency is governed by a Board of Dircctors composed of the Commissioner of Municipal Affairs, the
President of Government Development Bank for Puerto Rico (“GDB”), an instrumentality and public corporation of
the Commonwealth, and three additional members appointed by the Governor of the Commonwealth, one of whom
shall be either the mayor or chicf financial officer of a municipality. The Commissioner of Municipal Affairs, the
President of GDB, and the municipal officer appointed by the Governor of the Commonwealth shall be members of
the Board during the period of their respective incumbencies. The other two members shall be appointed for a period
of five years. The President of GDB serves as the Chairman of the Board and President of the Agency.

The Board currently consists of the following members:

Member Occupation
Marcos Rodriguez-Ema, Esq., Chairman of the Board and President . . . .. President of GDB
José Otero Garcia. . .. ..ot Commissioner of Municipal Affairs
Honorable Ferdin Carrasquillo Ayala ............ ... ... ... ... .. Mayor, Municipality of Loiza
Roque Otero COTES . . ..o oottt Businessman
José Dapena Thompson, Esq. . ............ ..o oot e Lawyer

Prior Bond Issues

As of January 1, 1997, the Agency had outstanding $44,089,219 1988 Series A Bonds, $131,730,000 1992
Series A Bonds and $240,625,000 1994 Scrics A Bonds (collectively, the "Outstanding Bonds"). The Outstanding
Bonds were authorized and issued pursuant to trust indentures separate from and unrelated to the Indenture and are
secured by municipal bonds and notes other than those to be pledged to secure payment of the Bonds. Simultaneously
with the issuance of the Bonds, all of the outstanding 1988 Series A Bonds will be defeased with part of the proceeds
of the Series B Refunding Bonds and other available moneys. Upon the defeasance of the 1988 Series A Bonds, the
Series B Municipal Bonds (as defined herein) held by the trustee under the trust indenture for the 1988 Series A Bonds




(the “1988 Trust Indenture™) will be released and, in turn, will be pledged by the Agency under the Indenture to the
Trustee as security for the Bonds.

PLAN OF FINANCING

The Series A Bonds

The portion of the proceeds of the Serics A Bonds deposited to the credit of the Acquisition Fund will be used
by the Trustee to purchase from GDB the general obligation municipal bonds and notes of various municipalities within
the Commonwealth (the “Series A Municipal Bonds™). Sec “SOURCES OF PAYMENT FOR THE BONDS- The
Municipal Bonds” and “THE INDENTURE-Acquisition Fund.”

The Series B Refunding Bonds

A portion of the proceeds of the Series B Refunding Bonds will be used, together with other available moneys,
for the purpose of defeasing the remaining $44.089.219 aggregate principal amount of the Agencey’s outstanding 1988
Scries A Bonds (the “Refunded Bonds™). The proceeds of the Scrics B Refunding Bonds to be used for such purpose
shall be transferred to and held by the trustee (the “1988 Trustec”) under the 1988 Trust Indenture in a special escrow
[und, appropriately designatcd, for the sole and exclusive purpose of payin g the principal of and redemption premium,
if any, and interest on the Refunded Bonds (the “Escrow Fund”). See “THE INDENTURE-Escrow Fund.”

All of the Refunded Bonds will be paid at their respective maturities, serial bonds maturing on July 1., 1997
and capital appreciation bonds maturing on July 1, 1998, 1999 and 2000, with the exception of $31,710,000 principal
amount of the Refunded Bonds, maturing July 1, 2008, which will be called for redemption on July 1, 1998 at a
redemption price of 102% of the principal amount thereof,

Upon the deposit cf a portion of the proceeds of the Serics B Refunding Bonds and other available moneys
in the Escrow Fund, all of the outstanding 1988 Scrics A Bonds will be defeascd. Such proceeds and other available
moncys will be invested in direct, non-callable and non-prepayable obligations of the United States (or obligations
unconditionally guaranteed by the United States), the principal of and interest on which, with any remaining moneys
not so invested, will be sufficient to pay the principal of and premium, if any, on the Refunded Bonds at their respective
maturitics and redemption date, and to pay interest on the Refunded Bonds as such interest becomes due. The
sulficiency of the amounts so deposited, and investment carnings thereon, to pay the principal of and premium, if any,
and interest on the Refunded Bonds as such principal and interest become due, will be verified by Deloitte & Touche
LLP, verification agent.

Upon such defeasance of all of the outstanding 1988 Series A Bonds, the outstanding municipal bonds and
notes held by the 1988 Trustec as security for the 1988 Series A Bonds will be released and. in turn, will be pledged
by the Agency under the Indenture to the Trustec as additional sccurity for the Bonds (the “Scrics B Municipal Bonds”
and, together with the Series A Municipal Bonds. the “Municipal Bonds”, and the municipalitics issuing the Municipal
Bonds herein called collectively the “Municipal Issuers”).



Sources and Uses of Funds

Sources:
Principal amount of Series ABonds . .. ......... ... .o $222,860,000
Principal amount of Series B Refunding Bonds . . .......................... ... .. 51,925,000
Net original iSSUE PremiUum . . ... .. ..ottt 2,155,176
Transfer of moneys from the 1988 Trust Indenture. . . .............. ... ... ... .. 11,804,890
Total SOUICES . .« o o v vt et et ettt e e e e e $288,745,066
Uses:
Deposit to the Acquisition Fund . .. ... ... $207,476,000
Deposit to the Escrow Fund .. ... 53,957,964
Deposit to the Reserve ACCOUnt .. ............. i 22,291,921
Underwriting discount, municipal bond insurance premium
and legal, printing and financing eXpenses .. ... ... 5,019,181
TOAl USES .« o o v e ottt et e e e e e $288,745,066

The amount deposited to the credit of the Reserve Account from the proceeds of the Bonds and from moneys
available under the 1988 Trust Indenture will be cqual to the Required Debt Service Reserve (as defined herein). See
"SOURCES OF PAYMENT FOR THE BONDS-The Reserve Account.”

THE BONDS
General

The Bonds will be dated April 1, 1997. Interest on the Bonds (at the respective rates set forth on the inside
cover page of this Official Statement) will be payable on July 1, 1997 (representing 3 months’ interest) and on each
January 1 and July 1 thereafter. The Bonds are subject to redemption at the times and at the prices set forth in
"Redemption"” below.

Book-Entry Only System

The following information concerning The Depository Trust Company ("DTC"), New York, New York and
DTC's book-entry system has been obtained from DTC, and neither the Agency nor the Underwriters take any
responsibility for the accuracy thereof.

DTC will act as securitics depository for the Bonds. The Bonds will be issued as fully registered bonds in the
name of Cede & Co. (DTC's partnership nominee). One fully registered Bond will be issued for each maturity and
series of the Bonds in the aggregate principal amount of such maturity and will be deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law. a “banking
organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System, a “clearing
corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency” registered
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds securities that its
participants (the “Participants”) deposit with DTC. DTC also facilitates the settlement among Participants of securities
transactions, such as transfers and pledges, in deposited securities through electronic computerized book-cntry changes
in Participants' accounts, thereby eliminating the need for physical movement of sccurities certificates. Direct
Participants include sccuritics brokers and dealers, banks, trust companies, clearing corporations, and certain other
organizations (the “Direct Participants”). DTC is owned by a number of its Direct Participants and by the New York
Stock Exchange, Inc., the American Stock Exchange, Inc. and the National Association of Securities Dealers, Inc.
Access to the DTC system is also available to others such as securities brokers and dealers, banks and trust companies
that clear through or maintain a custodial relationship with a DTC Participant, either directly or indirectly (the




“Indirect Participants™). The rules applicable to DTC and its Participants are on file with the Securities and Exchange
Commission.

Purchases of the Bonds under the DTC system must be made by or through Direct Participants, which will
receive a credit for the Bonds on DTC's records. The ownership interest of each purchaser of a Bond (a “Beneficial
Owner”) is in turn to be recorded in the Direct or Indirect Participants' records. Beneficial Owners will not receive
written confirmations from DTC of their purchases, but Beneficial Owners are expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their holdings, from the Direct or
Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership interests
in the Bonds will be accomplished by entries made on the books of Participants acting on behalf of the Beneficial
Owners. Beneficial Owners will not receive definitive Bonds except in the event that use of the book-entry system for
the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Participants with DTC are registered in the name
of DTC's partnership nominee, Cede & Co. The deposit of Bonds with DTC and their registration in the name of Cede
& Co. effect no change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Bonds;
D'TC's records reflect only the identity of the Direct Participants to whose accounts such Bonds are credited, which may
not be the Beneficial Owners. The Participants will remain responsible for keeping account of their holdings on behalf
of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.

Redemption notices will be sent to Cede & Co. If less than all of the Bonds of a maturity and series are being
redeemed, DTC's practice is to determinc by lot the amount of the interest of each Direct Participant in the Bonds to
be redecmed.

Neither DTC nor Cede & Co. will consent or vote with respect to the Bonds. Under its usual procedures, DTC
mails an Omnibus Proxy o the Agency as soon as possible after the record datc. The Omnibus Proxy assigns Cede
& Co.'s consenting or voting rights to those Direct Participants to whose accounts the Bonds are credited on the record
date (identified in a listing attached to the Omnibus Proxy).

Principal, redemption premium, if any, and interest payments on the Bonds will be made to DTC. DTC's
practice is to credit Direct Participants' accounts on the payable date in accordance with their respective holdings
shown on DTC's records unless DTC has reason to believe that it will not receive payment on the payable date.
Payments by Participants to Beneficial Owners will be governed by standing instructions and customary practices, as
is the case with securities held for the accounts of customers in bearer form or registered in "strect name". and will be
the responsibility of such Participant and not of DTC, the Trustee, or the Agency, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of principal, redemption premium, if any, and interest
to DTC is the responsibility of the Agency or the Trustee, disbursement of such payments to Direct Participants shall
be the responsibility of DTC, and disburscment of such pavments to the Beneficial Owners shall be the responsibility
of the Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the Bonds at any time by
giving reasonable notice to the Agency or the Trustee. Under such circumstances, in the event that a successor
securities depository is not obtained, definitive Bonds are required to be printed and delivered.

The Agency may decide to discontinue use of the system of book-entry transfers through DTC (or a successor
securities depository). In that event, definitive Bonds will also be printed and delivered.



Payments and Transfers

No assurance can be given by the Agency and the Trustee that DTC will make prompt transfer of payments
to the Participants or that Participants will make prompt transfer of payments to Beneficial Owners. The Agency and
the Trustee are not responsible or liable for payment by DTC or Participants or for sending transaction statements or
for maintaining, supervising or reviewing records maintained by DTC or Participants.

For every transfer and exchange of the Bonds, the Beneficial Owners may be charged a sum sufficient to cover
any tax, fee or other charge that may be imposed in relation thereto.

Discontinuance of the Book-Entry Only System

In the event that such book-entry only system is discontinued, the following provisions will apply: principal
of and redemption premium, if any, on the Bonds shall be payable in lawful money of the United States of America
at the corporate trust office of the Trustee in San Juan, Puerto Rico. Interest on the Bonds will be payable by check
mailed to the respective addresses of the registered owners thercof as shown on the registration books of the Agency
maintained by the Trustee as of the record date therefor (June 15 and December 15). The Bonds will be issued only
as registered Bonds without coupons in denominations of $5,000 or any multiple thereof. The transfer of the Bonds
will be registrable and they may be exchanged at the corporate trust office of the Trustee in San Juan, Puerto Rico, upon
the payment of any taxes or other governmental charges required to be paid with respect to such transfer or exchange.

Redemption

Optional Redemption. The Bonds maturing after July 1, 2007, except the Series A Bonds maturing on July 1,
2011 and 2012 which are not subject to redemption, may be redeemed at the option of the Agency. upon not less than
30 days' prior notice by mail to DTC or, if the book-entry system is discontinued, to the registered owners thereof from
any available moneys (other than moncys deposited in the Sinking Fund in respect of an amortization requirement)
cither in whole or in part, as directed by the Agency, on any date not earlier than July 1, 2007, at the following prices
(expressed in percentages of the principal amount) plus accrued interest to the redemption date:

Period During Which Redecmed Redemption Price
July 1, 2007 through June 30,2008 .. .. ....... ... ... ... 101%4%
July 1, 2008 through June 30,2009 ... ... .. ... ... . 100%
July 1,2009 and thereafter ........ ... ... .. ... o 100

Mandatory Redemption. The term Series A Bonds maturing July 1, 2017 and 2021 are subject to redemption
to the extent of the respective amortization requirements therefor set forth below (less the amount applied to the
purchase of any such Bonds and otherwise subject to adjustment as described below), upon not less than 30 days' prior
notice by mail to DTC or, if the book-entry system is discontinued, to the registered owners thereof on July 1, 2013 and
2018, respectively, and on July 1 in each year thereafter from moneys in the Redemption Account at a redemption price
of par plus accrued interest to the date fixed for redemption:




Amortization
Requirements for
Term Series A Bonds

Amortization
Requirements for
Term Series A Bonds

Julv 1, due July 1, 2017 due July 1, 2021
2013 $10,895,000
2014 11,575,000
2015 9,965,000
2016 6,680,000
2017 6,260,000*
2018 $ 6,395,000
2019 6,875,000
2020 5,375,000
2021 e 2.485.000*
Total $45,375,000 $21,130,000
Average life (years) 17.84 22.33
* Matunty.

If the amount of the term Scries A Bonds of a particular maturity retired by purchase or redemption during
any fiscal year exceeds the amount of the amortization requirement for such term Series A Bonds for such fiscal year,
the amortization requircraents for such term Series A Bonds shall be decreased for such subsequent fiscal years and
in such amounts aggregating the amount of such excess as the Agency shall determine.

Iffect of Calling for Redemption. On the date so designated for redemption, notice having been given in the
manner and under the conditions provided in the Indenture, the Bonds or portions of Bonds so called for redemption
will become and be due and payable at the redemption price of such Bonds or portions thereof to be redeemed on such
date, and, if moneys, or Government Obligations (as defined herein) the principal of and interest on which when due
will provide sufficient moneys, for payment of the redemption price are held in separate accounts by the Trustee in trust
for the holders of the Bonds or portions thereof to be redcemed, as provided in the Indenture, interest on the Bonds or
portions thereof so called for redemption will cease to accrue, such Bonds or portions thereof will cease to be entitled
to any benefit or security under the Indenture, and the registered owners of such Bonds or portions thereof will have
no rights in respect thereof except to receive payment of the redemption price thereof and the accrued interest and, to
the extent provided in the Indenture, to receive Bonds of the same series and maturity for any unredeemed portions
of the Bonds.

Additional Bonds

No additional bonds may be issued under the Indenture except to refund any bonds issued under the Indenture
(including the Bonds). All such refunding bonds will be issued on a parity with the Bonds and will be entitled to the
same benefit and security under the Indenture as the Bonds. If less than all the Bonds are being so refunded, the prior
consent of the Insurer shall be required. In addition, the Agency may from time to time issue additional bonds and
notes as authorized under the Enabling Act, which bonds and notes would be authorized and issued pursuant to trust
indentures or authorizing resolutions separate from and unrelated to the Indenture and would be secured by general
obligation municipal bonds and notes other than those to be pledged to secure payment of the Bonds or any such
refunding bonds.


















































































































