NEW ISSUE - BOOK-ENTRY
(See “Book-Entry Only System” under The Bonds)

In the opinion of Bond Counsel, under the provisions of the Acts of Congress now in force, (i) interest on the Bonds will
be exempt from federal income tax, subject to certain conditions as described under Tax Matters and, in the case of the 2002
Refunding Bonds, assuming among other matters, no Change in Law as described under “Delayed Delivery of the 2002
Refunding Bonds” in Plan of Financing, and (ii) the Bonds and the interest thereon will be exempt from state,
Commonwealth and local income taxation. However, see Tax Matters for a description of alternative minimum tax
consequences with respect to interest on the Bonds and other tax considerations.

$1,249,770,000

COMMONWEALTH OF PUERTO RICO

$274,135,000 Public Improvement Bonds of 2001, Series A
$136,835,000 Public Improvement Bonds of 2001, Series B
$337,235,000 Public Improvement Refunding Bonds, Series 2001
$501,565,000 Public Improvement Refunding Bonds, Series 2002
(General Obligation Bonds)

Dated: Date of Delivery Due: July 1, as shown below

The Bonds are issuable as registered bonds without coupons in denominations of $5,000 or any multiple thereof. Interest
on the Public Improvement Bonds of 2001 and the Public Improvement Refunding Bonds, Series 2001 (collectively, the
“2001 Bonds”), will be payable beginning on January 1, 2002 and each July 1 and January 1 thereafter. Interest on the Public
Improvement Refunding Bonds, Series 2002 (the “2002 Bonds” and together with the 2001 Bonds, the “Bonds™), will be
payable beginning on July 1, 2002 and on each January 1 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, 2011. See The Bonds.

The Bonds are general obligations of the Commonwealth of Puerto Rico. The good faith, credit and taxing power
of the Commonwealth are irrevocably pledged for the prompt payment of the principal of and interest on the Bonds.
The Constitution of Puerto Rico provides that public debt of the Commonwealth, including the Bonds, constitutes a
first claim on available Commonwealth revenues.

The scheduled payment of principal of and interest on the 2001 Bonds when due will be guaranteed under an insurance
policy to be issued concurrently with the delivery of the 2001 Bonds by Financial Security Assurance Inc. See Bond
Insurance.

The principal of and interest on the 2002 Bonds maturing after July 1, 2005 and a portion of the 2002 Bonds maturing on
July 1, 2005, as shown in the inside cover, will be insured by a municipal bond new issue insurance policy issued by Financial
Guaranty Insurance Company. See Bond Insurance.

The Bonds are offered for delivery when, as and if issued and accepted by the Underwriters, subject to the approval of
legality by Sidley Austin Brown & Wood LLP, New York, New York, Bond Counsel and certain other conditions. Certain
legal matters will be passed upon for the Underwriters by Fiddler Gonzalez & Rodriguez, LLP, San Juan, Puerto Rico. It is
expected that settlement for the 2001 Bonds will occur on or about June 7, 2001 and that settlement for the 2002 Bonds will
occur on or about April 4, 2002.
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Merrill Lynch & Co.
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$1,249,770,000
Commonwealth of Puerto Rico
$274,135,000 Public Improvement Bonds of 2001, Series A
$136,835,000 Public Improvement Bonds of 2001, Series B
$337,235,000 Public Improvement Refunding Bonds, Series 2001
$501,565,000 Public Improvement Refunding Bonds, Series 2002
(General Obligation Bonds)

$274,135,000 Public Improvement Bonds of 2001, Series At

Maturity Interest
July 1, Amount Rate Yield
2014 $ 5,865,000 5 %% 4.64%
2015 44,125,000 5% 4.74
2016 53,640,000 5% 4.81
2017 54,130,000 5% 4.86
2018 29,475,000 5% 491
2019 43,290,000 5% 4.94
2020 43,610,000 5% 4.97

$136,835,000 Public Improvement Bonds of 2001, Series B}

Maturity Interest Price or
July 1, Amount Rate Yield

2014 $19,045,000 4.70% 4.71%
2015 10,790,000 4.80 4.82
2016 4,110,000 4.90 100
2017 6,910,000 4.95 4.96
2018 15,065,000 5 5.01
2019 3,585,000 5.05 100
2020 6,930,000 5.05 5.08
2021 14,475,000 5 5.09
2021 10,020,000 5.05 5.09
2023 14,045,000 Sh 100

$31,860,000 5% Term Bonds due July 1, 2023; Yield 5.125%
$337,235,000 Public Improvement Refunding Bonds, Series 2001+

$35,210,000 5% Term Bonds due July 1, 2024; Yield 5.13%
$132,035,000 5 %% Term Bonds due July 1, 2027; Yield 5.16%*
$169,990,000 5 %% Term Bonds due July 1, 2030; Yield 5.23%

$501,565,000 Public Improvement Refunding Bonds, Series 2002

Maturity Interest
July 1, Amount Rate Yield
2003 $11,070,000 5% 3.90%
2004 13,045,000 5 4.10
2005 2,450,000 5 4.20
2005 21,190,000% 5 4
2006 32,815,000t 5 4.11
2007 54,450,000% 5 422
2008 53,105,000% 5 4.34
2009 44,090,000% Sk 4.46
2010 45,885,000% S% 4.56
2011 61,975,000% 54 4.65
2012 65,370,0001 5% 475
2013 68,970,000% 5% 484
2014 27,150,000% 5% 491

* Yield to July 1, 2011 call date.
1 Insured by Financial Security Assurance Inc.
1 Insured by Financial Guaranty Insurance Company
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No dealer, broker, sales representative or other person has been authorized by the Commonwealth or
the Underwriters to give any information or to make any representations other than those contained herein and
if given or made such other information or representations must not be relied upon as having been authorized
by the Commonwealth 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 by any person in any jurisdiction in
which it is unlawful for such person to make such an offer, solicitation or sale. The information set forth
herein has been obtained from the Commonwealth, Financial Security Assurance Inc., Financial Guaranty
Insurance Company and other official sources that are believed to be reliable. The information and
expressions of opinion 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 Commonwealth since the date hereof. The Underwriters have provided
the following three sentences for inclusion in this Official Statement. The Underwriters have reviewed the
information in this Official Statement in accordance with and as part of their respective responsibilities to
investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the
Underwriters do not guarantee the accuracy or completeness of such information.

IN CONNECTION WITH THIS OFFERING THE UNDERWRITERS MAY EFFECT
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICES OF THE BONDS
OFFERED HEREBY AND THE COMMONWEALTH’S OUTSTANDING GENERAL
OBLIGATION BONDS AT LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN
THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT
ANY TIME.

Other than with respect to information concemning Financial Security Assurance Inc. (“FSA
Insurance”) and Financial Guaranty Insurance Company (“FGIC Insurance”) contained under the caption
“Bond Insurance” and Appendices IIl and IV herein, none of the information in this Official Statement has
been supplied or verified by FSA Insurance or FGIC Insurance, and they make no representation or warranty,
express or implied, as to (i) the accuracy or completeness of such information; (ii) the validity of the Bonds;
or (iii) the tax exempt status of the interest on the Bonds.
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$1,249,770,000

Commonwealth of Puerto Rico

$274,135,000 Public Improvement Bonds of 2001, Series A
$136,835,000 Public Improvement Bonds of 2001, Series B
$337,235,000 Public Improvement Refunding Bonds, Series 2001
$501,565,000 Public Improvement Refunding Bonds, Series 2002
(General Obligation Bonds)

INTRODUCTORY STATEMENT

This Official Statement of the Commonwealth of Puerto Rico (the “Commonwealth” or “Puerto
Rico™) which includes the cover page, the inside cover page and the appendices hereto, provides certain
information in connection with the sale of $274,135,000 Commonwealth of Puerto Rico Public
Improvement Bonds of 2001, Series A, $136,835,000 Commonwealth of Puerto Rico Public
Improvement Bonds of 2001, Series B (collectively, the “Public Improvement Bonds™), $337,235,000
Commonwealth of Puerto Rico Public Improvement Refunding Bonds, Series 2001 (the “2001 Refunding
Bonds”) and $501,565,000 Commonwealth of Puerto Rico Public Improvement Refunding Bonds, Series
2002 (the “2002 Refunding Bonds”; the 2002 Refunding Bonds and the 2001 Refunding Bonds are herein
collectively called the “Refunding Bonds”; and the Public Improvement Bonds, the 2001 Refunding
Bonds and the 2002 Refunding Bonds are herein collectively called the “Bonds”). The Public
Improvement Bonds and the 2001 Refunding Bonds will be insured by an insurance policy (the “FSA
Bond Insurance Policy”) issued by Financial Security Assurance Inc. (“FSA Insurance”). The 2002
Refunding Bonds maturing after July 1, 2005 and the 2002 Refunding Bonds in the aggregate principal
amount of $21,190,000 maturing on July 1, 2005 (the “2002 Insured Bonds”) will be insured by an
insurance policy (the “FGIC Bond Insurance Policy”; and collectively with the FSA Bond Insurance
Policy, the “Policies”) issued by Financial Guaranty Insurance Company (“FGIC Insurance”).

The Public Improvement Bonds are being issued under the provisions of Act No. 118 of the
Legislature of Puerto Rico, approved July 13, 2000 (“Act No. 118”), and pursuant to a resolution
authorizing the issuance of the Public Improvement Bonds (the “Public Improvement Bond Resolution™)
adopted by the Secretary of the Treasury and approved by the Governor of Puerto Rico on May 24, 2001.
The Refunding Bonds are being issued under the provisions of Act No. 33 of the Legislature of Puerto
Rico, approved December 7, 1942 (“Act No. 33”, and Act No. 118 together with Act No. 33, the “Act”)
and pursuant to a resolution authorizing the issuance of the Refunding Bonds (the “Refunding Bond
Resolution”, and together with the Public Improvement Bond Resolution, the “Bond Resolution™)
adopted by the Secretary of the Treasury and approved by the Governor of Puerto Rico on May 24, 2001.

Under the Act, the good faith, credit and taxing power of the Commonwealth are irrevocably
pledged for the prompt payment of the principal of and interest on the Bonds. The Constitution of Puerto
Rico provides that public debt of the Commonwealth, including the Bonds, constitutes a first claim on
available Commonwealth revenues.

This Official Statement also incorporates by reference the Comprehensive Annual Financial
Report of the Commonwealth for the fiscal year ended June 30, 2000 prepared by the Department of the
Treasury (the “Commonwealth’s Annual Financial Report”), which report includes the general purpose
financial statements of the Commonwealth for the fiscal year ended June 30, 2000, together with the
independent auditor’s report thereon, dated December 29, 2000, of Deloitte & Touche LLP, independent
auditors, and is incorporated by reference herein in reliance upon the reports of such firm given their



authority as experts in accounting and auditing. The Commonwealth’s Annual Financial Report has been
filed by the Commonwealth with each nationally recognized municipal securities information repository
("NRMSIR”). Any appendix of an Official Statement of the Commonwealth or of any instrumentality of
the Commonwealth containing the Commonwealth’s Annual Financial Report filed with each NRMSIR
and the Municipal Securities Rulemaking Board (the “MSRB™) or any other document containing the
Commonwealth’s Annual Financial Report filed with each NRMSIR after the date hereof and prior to the
termination of the offering of the Bonds shall be deemed to be incorporated by reference into this Official
Statement 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 subsequently filed document modifies or supersedes such statement.
Any such statement so modified or superseded shall not be deemed, except as so modified or superseded,
to constitute a part of this Official Statement.

The Commonwealth will provide, without charge to any person to whom this Official Statement
is delivered, on the written request of such person, a copy of the Commonwealth’s Annual Financial
Report incorporated herein by reference. Requests should be directed to Director-New York Office,
Government Development Bank for Puerto Rico, 140 Broadway, 38th Floor, New York, NY 10005,
telephone number (212) 422-6420, or to Director-General Obligations Division, Government
Development Bank for Puerto Rico, P.O. Box 42001, San Juan, PR 00940, telephone number (787) 722-
7060.

A copy of the Commonwealth’s Annual Financial Report may be obtained by contacting
a NRMSIR. The address of each NRMSIR is set forth in Continuing Disclosure below.

OVERVIEW

The following is a summary of certain information regarding the Commonwealth contained in the
Commonwealth of Puerto Rico Financial Information and Operating Data Report, dated April 30, 2001
(the “Commonwealth Report™), attached hereto as Appendix I. This summary does not purport to be
complete and is qualified in its entirety by reference to more detailed information appearing in the
Commonwealth Report, which should be read in its entirety.

Puerto Rico is located approximately 1,600 miles southeast of New York City. The U.S. Census
Bureau has determined Puerto Rico’s population to be 3,808,610 for the year 2000. Puerto Rico’s
political status is that of a commonwealth. The United States and the Commonwealth share a common
defense, market, currency and citizenship. The Commonwealth exercises virtually the same control over
its internal affairs as is exercised by the state governments of each of the fifty states over their respective
internal affairs, with similar separation of powers among the executive, legislative and judicial branches;
however, it differs from the states in its relationship with the federal government. The people of Puerto
Rico are citizens of the United States but do not vote in national elections. They are represented in
Congress by a Resident Commissioner who has a voice in the House of Representatives but no vote.
Most federal taxes, except those such as Social Security taxes which are imposed by mutual consent, are
not levied in Puerto Rico. No federal income tax is collected from Puerto Rico residents on income
eamned in Puerto Rico, except for certain federal employees who are subject to taxes on their salaries. The
official languages of Puerto Rico are Spanish and English.

Economic Trends
Puerto Rico has enjoyed seventeen years of uninterrupted economic expansion.  Factors

contributing to this expansion include government-sponsored economic development programs, periodic
declines in the exchange value of the United States dollar which is the currency used in the
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Commonwealth, increases in the level of federal transfers, the relatively low cost of borrowing, and until
recently, low oil prices.

Gross product in fiscal 2000 was $41.4 billion ($34.8 billion in 1996 prices) and in fiscal 1996
was $30.4 billion. This represents an increase in gross product of 36.3% from fiscal 1996 to 2000 (14.7%
in 1996 prices). Since fiscal 1985, personal income, both aggregate and per capita has increased
consistently each fiscal year. In fiscal 2000, aggregate personal income was $38.2 billion ($34.6 billion
in 1996 prices) and personal income per capita was $9,870 ($8,925 in 1996 prices). The difference in the
statistics of 1996 for gross product and personal income is attributable to the different price deflators used
for each.

Average employment increased from 1,092,200 in fiscal 1996, to 1,159,470 in fiscal 2000.
Average unemployment decreased from 13.8% in fiscal 1996 to 11.0% in fiscal 2000. According to the
Labor Department’s Household Employment Survey, during fiscal 2000 total employment increased
1.1% over fiscal 1999. Total monthly employment averaged 1,159,470 in fiscal 2000, compared to
1,146,660 in fiscal 1999. The seasonally adjusted unemployment rate for March 2001 was 10.6%.

According to the Labor Department’s Household Employment Survey, during the first nine
months of fiscal 2001, total employment increased 1.0% over the same period in fiscal 2000. Monthly
employment averaged 1,160,220 during the first nine months of fiscal 2001, compared to 1,149,700 for
the same period in fiscal 2000.

The Planning Board’s gross product forecast for fiscal 2001, made in March 2001, projected an
increase of 2.2% over fiscal 2000 and an increase of 2.0% for fiscal 2002. The performance of the
economy during fiscal 2001 and 2002 will be affected principally by the performance of the United States
economy and by the increase in oil prices and the level of interest rates. The change in the Federal
Reserve monetary policy to lower interest rates embodies a positive impact for the Commonwealth’s
economy, primarily its construction industry. Since Puerto Rico is heavily dependent on oil imports for
its energy needs, if the level of oil prices remains at its current high level for a long period of time, that
could have an adverse effect on the level of economic activity in Puerto Rico during the remainder of
fiscal 2001 and during fiscal 2002.
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Puerto Rico has a diversified economy with the manufacturing and services sectors comprising
the principal sectors. Manufacturing is the largest sector in terms of gross domestic product. According
to the Planning Board’s figures, in fiscal 2000 manufacturing generated $27.4 billion, or 43.5%, of gross
domestic product and accounted for 13.7% of total employment, as compared with fiscal 1999, when it
generated $26.6 billion, or 44.4%, of gross domestic product and accounted for 13.9% of total
employment. See “Economic Performance by Sector” under The Economy in the Commonwealth Report.
Manufacturing in Puerto Rico is now more diversified than during the earlier phases of its industrial
development and includes several industries less prone to business cycles. In the last two decades,
industrial development has tended to be more capital intensive and more dependent on skilled labor. This
gradual shift in emphasis is best exemplified by the heavy investment in the pharmaceutical, scientific
instruments, computers, medical products and electrical products industries in Puerto Rico over the last
decade. One of the factors assisting the development of the manufacturing sector has been the tax
incentives offered by the federal and Puerto Rico governments. Federal legislation enacted in 1996,
however, which amended Internal Revenue Code Section 936, phased out the federal tax incentives
during a ten-year period. See “Tax Incentives - Incentives Under the Code” under The Economy in the
Commonwealth Report.

The services sector, which includes hotel and related services and currently accounts for
approximately 50.7% of total employment, generated $24.0 billion, or 38.1%, of Puerto Rico’s gross
domestic product in fiscal 2000, as compared with $22.3 billion, or 37.2%, of gross domestic product in
fiscal 1999.

Growth in construction contributed to increased economic activity in fiscal 2000. The growth in
the construction industry was evidenced by a nominal increase of 7.3% in construction investment for
fiscal 2000 over fiscal 1999.

Tourism continues to make a significant contribution to economic activity. More than 4.6 million
visitors spent $2.4 billion in Puerto Rico in fiscal 2000. San Juan has become the largest home port for
cruise ships in the Caribbean and the second largest home port for cruise ships in the world. Twenty-six
U.S. and international airlines offer scheduled service to and from San Juan and American Airlines uses
San Juan as a hub for its intra-Caribbean operations. This reflects the importance of Puerto Rico as a
tourist destination and as a transportation hub in the Caribbean.

Fiscal Management

Fiscal responsibility for the Commonwealth is shared among the Department of the Treasury, the
Office of Management and Budget and the Government Development Bank for Puerto Rico
(“Government Development Bank™). The Department of the Treasury is responsible for collecting most
of the Commonwealth’s revenues, overseeing preparation of its financial statements and contributing to
the preparation of the budget. The Office of Management and Budget prepares the Commonwealth
budget and has the responsibility for monitoring expenditures. Government Development Bank is the
fiscal agent and financial advisor to the Commonwealth and its agencies. public corporations and
municipalities and coordinates the management of public finances.

Section 7 on Article VI of the Constitution of Puerto Rico provides that “The appropriations
made for any fiscal year shall not exceed the total revenues, including available surplus, estimated for said
fiscal year unless the imposition of taxes sufficient to cover said appropriations is provided by law.”

The financial statements of the Commonwealth for fiscal 2000 were audited by Deloitte &
Touche LLP, whose report thereon is dated December 29, 2000. For a summary of the Commonwealth’s
significant accounting policies, see Note 1 to the Commonwealth’s general purpose financial statements
included in the Commonwealth’s Annual Financial Report. Preparation of the audited financial



statements of the Commonwealth involves the collection and combination of audited financial statements
from 50 separate reporting entities.

Debt Management

The Constitution of Puerto Rico limits the amount of general obligation debt that can be issued.
The Commonwealth’s policy has been and continues to be to maintain the level of such debt within a
prudent range below the constitutional limitation. See “Debt Limitation” under The Bonds.

Historically, the Commonwealth has maintained a fiscal policy which provides for a prudent
relationship between the growth of public sector debt and the growth of the economic base required to
service that debt. Since fiscal 1996, however, public sector debt increased at a rate greater than the
growth of gross product due to an increase in the amount of debt incurred to finance certain key
infrastructure projects which are important to the development of the economy and are expected to
produce long term economic benefits. This increase in debt has been partially offset by debt incurred to
refinance outstanding debt that has enabled Puerto Rico to benefit from the historically low levels of
interest rates and realize debt service savings. See “Trends of Public Sector Debt” under Debt and
“Economic Performance by Sector - Construction” under The Economy in the Commonwealth Report.

PLAN OF FINANCING
The Public Improvement Bonds

The net proceeds of the Public Improvement Bonds will be deposited in (i) the 2001 Public
Improvements Fund established under Act No. 118 to carry out the capital improvement programs
authorized by the Legislature, including but not limited to highways and transportation facilities, aqueduct
and sewer facilities, schools, health and social welfare facilities, agricultural and tourism facilities, park
and other recreation facilities, flood control and solid waste facilities, housing, municipal projects, and
other governmental projects, and (i1) the Extraordinary Maintenance Fund established under Act No. 66
of the Legislature of Puerto Rico, approved August 14, 1991, to be used, among various purposes, to

cover the costs of permanent improvements related to water resources.

The Public Improvement Bonds are being issued in two series in the respective aggregate
principal amounts of $274,135,000 and $136,835,000 and designated “Public Improvement Bonds of
2001 of the Commonwealth of Puerto Rico, Series A” and “Public Improvement Bonds of 2001 of the
Commonwealth of Puerto Rico, Series B” (the “Public Improvement Series A Bonds” and the “Public
Improvement Series B Bonds”, respectively).

The Refunding Bonds

2001 Refunding Bonds. The 2001 Refunding Bonds will be issued for the purpose of: (a)
refunding at par on July 31, 2001, $164,222,000 principal amount of special promissory notes issued on
behalf of the Commonwealth by the Secretary of the Treasury to Government Development Bank (the
“Promissory Notes”) for the purpose of making a portion of the monthly deposits to the Commonwealth’s
Redemption Fund (hereinafter mentioned) and (b) refunding certain general obligation bonds of the
Commonwealth as follows (the “2001 Refunded Bonds”):



Principal Amount Interest Maturity Redemption Redemption

Public Improvement Bonds ~  to be Refunded  Rate Date Date Price
1993 $ 8,495,000 5.60%  July1,2006 July1,2002  101.50%
1993 8,995,000 5.60%  July1,2007  July1,2002  101.50%
1993 9,530,000 5.70%  July1,2008  July1,2002  101.50%
1994 8,155,000 620%  July1,2007 July1,2004  101.50%
1997, Series B 25,000,000% 550%  July 1, 2002 N/A N/A
2000 100,000,000 6.00%  July1,2029  July1,2005  101.00%

* $37,860,000 currently outstanding.

2002 Refunding Bonds. The 2002 Refunding Bonds will be issued on or about April 4, 2002 for
the purpose of redeeming on July 1, 2002, at a redemption price of 101.5%, $504,760,000 aggregate
principal amount of the Commonwealth’s Public Improvement Refunding Bonds, Series 1992A (the
“2002 Refunded Bonds”; and together with the 2001 Refunded Bonds, the “Refunded Bonds™), stated to
mature as set forth below:

Principal Amount Interest Maturity Date
to be Refunded Rate (July 1)
$ 11,310,000 5.875% 2005
10,090,000 6.00% 2006
26,700,000 N/A 2008 (ARNs)
26,700,000 N/A 2008 (YCNs)
28,750,000 5.75% 2009
30,925,000 6.25% 2010
180,485,000 6.00% 2014
94,900,000 N/A 2020 (ARNs)
94,900,000 N/A 2020 (YCNs)

Making and Effect of Escrow Deposits - The 2001 Refunding Bonds. The Secretary of the
Treasury will deposit the net proceeds of the 2001 Refunding Bonds into two escrow funds with Banco
Popular de Puerto Rico (the “Escrow Agent”). One of said funds will relate to the refunding of the Public
Improvement Bonds of 1993 and 2000 as described above (the “1993 and 2000 Escrow Fund™), and the
other will relate to the refunding of the Promissory Notes and the Public Improvement Bonds of 1994 and
1997, Series B as described above (the *1994 and 1997B Escrow Fund”). A portion of the net proceeds of
the 2001 Refunding Bonds will be invested in noncallable United States Treasury obligations (in the case
of the 1994 and 1997B Escrow Fund) and in legally permitted investments consisting of a guaranteed
investment contract with Transamerica Occidental Life Insurance Company, which agreement is insured
by AMBAC Assurance Corporation (in the case of the 1993 and 2000 Escrow Fund), the principal of and
interest (or other payments) on which, with any uninvested moneys, will be sufficient to pay the principal
of and premium, if any, on the 2001 Refunded Bonds on the maturity or redemption dates set forth above,
which redemption dates will be irrevocably designated by the Secretary of the Treasury in the Refunding
Bond Resolution, and to pay the interest thereon (after July 1, 2001) to such dates. The sufficiency of the
amount so deposited, with investment earnings thereon, to accomplish the refunding of the Refunded
Bonds referred to above in this paragraph, will be verified by Samuel Klein and Company (the
“Verification Agent”). Upon the deposit of cash and the noncallable United States Treasury obligations
into the 1994 and 1997B Escrow Fund with the Escrow Agent referred to above and upon the payment by
the Commonwealth on July 1, 2001 of the debt service on said Refunded Bonds, the Public Improvement

1994 and 1997, Series B being refunded will be deemed not to be outstanding for the purpose of applying
the debt limitation under Section 2 of Article VI of the Constitution of Puerto Rico.
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Making and Effect of Escrow Deposits - The 2002 Refunding Bonds. The Secretary of the
Treasury will deposit the net proceeds of the 2002 Refunding Bonds into an escrow fund with the Escrow
Agent. A portion of the net proceeds of the 2002 Refunding Bonds will be invested in legally permitted
investments consisting of guaranteed investment agreements with Trinity Plus Funding Company, LLC
(“Trinity”) and with AIG Matched Funding Corp. the payments on which, with any uninvested moneys,
will be sufficient to pay the principal of and premium on the 2002 Refunded Bonds on July 1, 2002,
which redemption date will be irrevocably designated by the Secretary of the Treasury in the Refunding
Bond Resolution, and to pay the interest thereon after the issuance of the 2002 Refunding Bonds to such
date. The sufficiency of the amount so deposited, with investment earnings thereon, to accomplish the
refunding of the 2002 Refunded Bonds, will be verified by the Verification Agent.

Trinity is a limited liability company one of whose common members is FGIC MRCA Corp., an
affiliate of FGIC Insurance whose policy is insuring a portion of the 2002 Refunding Bonds. The FGIC
Bond Insurance Policy does not in any way cover Trinity’s obligations under its investment agreement
with the Escrow Agent in respect of the 2002 Refunded Bonds, nor will FGIC Insurance be liable to cover
any defaults by Trinity under said guaranteed investment agreement. See Bond Insurance, below.

Sources and Uses of Funds

Sources:

Principal amount of the Bonds..........ccccociiiiiiiiiiiiiiiiieee e $1,249,770,000.00

Net original iSSUE PIEIMUUIML .........oviutimiriitetireetet et eee e 38,413.893.90
TOtAl SOUICES......eeieieiieicetieceit ettt $1,288,183,893.90

Uses:

Deposit into the 2001 Public Improvements Fund ................ccc.cooiiiniinnc. $ 400,500,000.00

Deposit into the Extraordinary Maintenance Fund....................... 21,250,000.00

Deposit into Escrow Fund for 2001 Refunded Bonds ................c...cco 329,370,465.35

Deposit into Escrow Fund for 2002 Refunded Bonds ... 518,987,192.62

Underwriting discount, insurance premiums and other financing expenses...... 18.076,235.93
TOtAL LISES ..erneiiieiiiieeee ettt et et sttt sttt ae s se et e 1,288,1 90

Delayed Delivery of the 2002 Refunding Bonds

Only the 2001 Bonds are expected to be issued in 2001. The 2002 Refunding Bonds are expected
to be issued on or about April 4, 2002. The Commonwealth is required to issue the 2002 Refunding
Bonds and the Underwriters are required to purchase the 2002 Refunding Bonds unless (1) the
Underwriters are not permitted to purchase the 2002 Refunding Bonds because of a Change in Law (as
defined below) or (2) the Commonwealth and the Underwriters do not receive (a) the opinion of Bond
Counsel described below, and certain opinions of counsel to the Commonwealth and counsel to the
Underwriters, (b) a supplement to this Official Statement (the “2002 Supplement”), together with a
certificate of the Commonwealth as to the accuracy of this Official Statement as so supplemented, and (c)
a certificate of the Commonwealth to the effect that it is not aware of the existence of any default under
the Resolution (the “No-Default Certificate™).

ADVERSE CHANGES (FINANCIAL OR OTHER) IN THE AFFAIRS OF THE
COMMONWEALTH WILL NOT EXCUSE THE UNDERWRITERS FROM PAYING FOR AND
TAKING DELIVERY OF THE 2002 REFUNDING BONDS UNLESS ANY SUCH ADVERSE
CHANGE HAS NOT BEEN ACCURATELY AND COMPLETELY DESCRIBED IN OR
INCORPORATED BY REFERENCE IN THE 2002 SUPPLEMENT OR THE COMMONWEALTH IS
UNABLE TO DELIVER THE NO-DEFAULT CERTIFICATE DESCRIBED ABOVE.
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