. OFFERING CIRCULAR
Puerto Rico AAA Portfolio Bond Fund, Inc.
Tax-Free Secured Obligations

The Tax-Free Secured Obligations (the "Notes") are offered by Puerto Rico AAA Portfolio Bond Fund, Inc. (the "Fund") which is a non-
diversified, closed-end management investment comﬁany organized under the laws of the Commonwealth of Puerto Rico ("Puerto R1co'2 and
registered as an investment company under the Puerto Rico Investment Comqames Act of 1954, as amended (the "1954 Investment Company Act").
The Notes will be issued in three (3) series consisting of (i) Notes which are collateralized in an amount equal to their full outstandm%grmmpal amount
and have a maturity date of up to 270 days after the date of issuance thereof, or be payable on demand on a date not later than 270 days after the
issuance thereof Esuch series referred to herein as the ""100% Principal Protection Short-Term Notes"); (ii) Notes which are collateralized in an amount
equal to their full outstanding principal amount and have a maturity date of over 270 days after the date of issuance thereof (such series referred to
herein as the "100% Principal Protection Medium-Term Notes" and collectively with the 100% Principal Protection Short-Term Notes referred to
herein as the "100% Principal Protection Notes"); and (iii) Notes the terms of which do not obligate the Fund to the full repayment of the original
principal amount at maturity and which may or may not be collateralized in an amount equal to their outstanding principal amount (such series referred
to herein as the "Contingent/ Partial Principal Protection Notes"). Each series of Notes may be seFarately collateralized by a pledge of certain Eligible
Securities (as defined below), in the form, manner, and amount described herein and in the a %wable supglement to this Offering Circular (each, a
"Product Supplement"). The collateral will be held by UBS Trust Coml_piangI of Puerto Rico ("UBS Trust R"&, as collateral agent for the benefit of
the holders of the applicable series of Notes. See "SECURITY FOR THE NOTES" in the main body of this Offering Circular. The proceeds from
the issuance of the Notes will be used by the Fund for investment purposes consistent with its investment objective.

. The Fund's investment objective is to provide investors in its Common Stock with current income, consistent with the preservation
of capital.
. The Fund normally invests at least 67% of its total assets in securities issued by Puerto Rico entities. These include securities issued

by the Commonwealth of Puerto Rico and its political subdivisions, organizations, agencies, and instrumentalities, Puerto Rico
mortgage-backed and asset-backed securities, corporate obligations and preferred stock of Puerto Rico entities, and other Puerto
Rico securities that the Fund's Investment Adviser may select, consistent with the Fund's investment objective and policies.

. The Fund may invest up to 33% of its total assets in securities issued by non-Puerto Rico entities. These include securities issued
or guaranteed by the U.S. Government, its agencies and instrumentalities, non-Puerto Rico mortgage-backed and asset-backed
securities, corporate obligations and preferred stock of non-Puerto Rico entities, municipal securities of issuers within the U.S., and
ot}(lier nl(_)n;Puerto Rico securities that the Fund's Investment Adviser may select, consistent with the Fund's investment objective
and policies.

. At least 95% of the Fund's total assets are invested in securities that, at the time of purchase, are rated "AAA" by Fitch Ratings

%"Fitch"), "AAA" by Standard & Poor's, a division of The McGraw-Hill Companies, Inc., or "Aaa" by Moody's Investors Service,

nc., or are comparably rated by a nationally recognized statistical rating organization or which may be determined by the Fund's
Investment Adviser to be of comparable credit quality.

See "INVESTMENT OBJECTIVE AND POLICIES OF THE FUND" in the main body of this Offering Circular. No assurance can be given that the
Fund will achieve its investment objective.

The Fund has obtained a credit rating of "F1+" for the 100% Principal Protection Short-Term Notes and "AA" for the 100% Principal
Protection Medium-Term Notes by Fitch. However, Fitch has not assigned a credit rating to the Contingent/ Partial Principal Protection Notes.
%@e "IIKATINGS ON THE 100% PRINCIPAL PROTECTION NOTES" and "DESCRIPTION OF THE NOTES" in the main body of this Offering

ircular.

An investment in the Notes entails certain risks, including the risk of loss of some or all amounts invested. You should be aware that certain
conflicts of interest exist among the Fund, its Investment Adviser, and/or their affiliates. Although the Notes are secured by certain collateral, the Fund
is not guaranteeing the creditworthiness of any particular security comprising such collateral or the issuer of such security. You should not view the
Notes as a vehicle for tradir}[% urposes. See "RISK FACTORS AND SPECIAL CONSIDERATIONS" commencing on page 1 and "SPECIAL
LEVERAGE CONSIDERA 8N " commencing on page 20. This Offering Circular contains important information about the Notes. You should
read this Offering Circular in its entirety before deciding whether to invest and retain it for future reference.

The Notes will be issued only in registered form, without coupons, from time to time in minimum denominations of $1,000 or as may
otherwise be specified in the relevant confirmation for any given transaction or the applicable Product Sul%plement and will bear interest, if any, at
a fixed, variab?e, or floating rate or at a rate determined ‘tgly reference to an index, determined at the time of issuance. Such interest will be payable
(1) in the case of the 100% %rinci&)al Protection Medium-Term Notes, as will be specified in the relevant Note and in the confirmation for any given
transaction or the apﬁhcable Product Supplement; (ii) in the case of tfle; 100% Principal Protection Short-Term Notes, erlodlcalg/ or at maturity, as
will be specified in the relevant Note ang in the confirmation for any given transaction or the atppllgable Product Supplement; and (iii) in the case of
the Contingent / Partial Principal Protection Notes, periodically or at maturiéy, as will be specified in the relevant Note and in the applicable Product
Supplement. The 100% Principal Protection Medium-Term Notes and the Contingent / Partial Principal Protection Notes may be redeemable prior
to their stated maturity at the option of the Fund as provided in the relevant Note and in the confirmation for any given transaction or the apghcable
Product Supplement.” The 100% Principal Protection Short-Term Notes will not be redeemable prior to their stated maturities unless otherwise
provided in the relevant Note and in the confirmation for any given transaction or the applicable Product Supplement.

This Offering Circular sets forth certain information about the Notes that you need to know before making an investment decision. You are
encouraged to read this Offering Circular carefully and retain it for future reference.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE OFFICE OF THE COMMISSIONER OF
FINANCIAL INSTITUTIONS OF PUERTO RICO. THE OFFICE OF THE COMMISSIONER OF FINANCIAL INSTITUTIONS HAS
NOT MADE ANY DETERMINATION REGARDING THE ACCURACY OR ADEQUACY OF THIS OFFERING CIRCULAR. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

The Notes will be offered on behalf of the Fund by the following dealer and other dealers as may be appointed from time to time.

UBS Financial Services Incorporated of Puerto Rico
The date of this Offering Circular is December 31, 2015.



THESE NOTES HAVE NOT BEEN REGISTERED WITH THE SECURITIES AND EXCHANGE
COMMISSION UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED, THE PUERTO RICO
UNIFORM SECURITIES ACT, AS AMENDED, OR THE SECURITIES LAWS OF ANY JURISDICTION
AND THE FUND HAS NOT BEEN REGISTERED UNDER THE U.S. INVESTMENT COMPANY ACT OF
1940, AS AMENDED. THE NOTES ARE OFFERED EXCLUSIVELY TO INDIVIDUALS HAVING THEIR
PRINCIPAL RESIDENCE WITHIN PUERTO RICO AND TO PERSONS OTHER THAN INDIVIDUALS
WHOSE PRINCIPAL OFFICE AND PRINCIPAL PLACE OF BUSINESS ARE LOCATED WITHIN PUERTO
RICO, PROVIDED THAT IF SUCH ENTITY IS A NON-BUSINESS TRUST, THE TRUSTEE AND ALL THE
TRUST BENEFICIARIES MUST BE RESIDENTS OF PUERTO RICO.

AN INVESTMENT IN THE NOTES IS NEITHER INSURED NOR GUARANTEED BY THE U.S.
GOVERNMENT OR BY THE GOVERNMENT OF PUERTO RICO. PROSPECTIVE INVESTORS SHOULD
BE AWARE THAT THE NOTES ARE NOT AN OBLIGATION OF OR GUARANTEED BY UBS FINANCIAL
SERVICES INCORPORATED OF PUERTO RICO, UBS TRUST COMPANY OF PUERTO RICO, UBS AG
OR ANY OF THEIR AFFILIATES. IN ADDITION, THE NOTES ARE NOT DEPOSITS OR OBLIGATIONS
OF, OR GUARANTEED OR ENDORSED BY, ANY BANK OR OTHER INSURED DEPOSITARY
INSTITUTION NOR ARE THEY INSURED BY THE FEDERAL DEPOSIT INSURANCE CORPORATION
rIrl\II-ISETRgl\S’IEl\FlEEI]}I%L RESERVE BOARD, OR ANY OTHER GOVERNMENT AGENCY OR

] The Fund consists of an actively managed portfolio of investment securities. UBS Asset Managers of Puerto
Rico, a division of UBS Trust PR, acts ‘as investment adviser for the Fund. UBS Financial Services Incorporated of
Puerto Rico acts as dealer for the Notes. The address of the Fund is American International Plaza Building - Tenth Floor,
250 Muiloz Rivera Avenue, San Juan, Puerto Rico 00918, and its telephone number is (787) 773-3888.

You should rely only on the information contained in this Offering Circular. The Fund has not authorized
anyone tq provide you with different information. You should not assume that the information provided by this Offering
Circular is accurate as of any date other than the date on the front of this Offering Circular. This Offering Circular does
not ccln_ns%lttute an oferrV;[,? sIeII or a solicitation of an offer to buy such securities in any circumstances in which such offer
or solicitation is unlawful.
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SUMMARY

. The following summary is qualified in its entirety by reference to the more detailed information included in the
main body of this Offering CircCular, and unless otherwise specified, cross-references are to such information. This
Offering Circular speaks only as of its date, and the information contained herein is subject to ¢change. No person is
authorized to detach this Sumimary from this Offering Circular or otherwise use it without the entire Offering Circular.
You should carefully consider” information set “forth, under the heading "RISK FACTORS AND “SPECIAL
CONSIDERATIONS™in the main body of this Offering Circular.

The Fund

Leverage Program

Description of the Notes

Type of Notes

100% Principal Protection
Short-Term Notes

100% Principal Protection
Medium-Term Notes

Contingent / Partial
Principal Protection Notes

The Puerto Rico AAA Portfolio Bond Fund, Inc. (the "Fund") is a corporation
organized under the laws of the Commonwealth of Puerto Rico ("Puerto Rico"),
which is duly reﬁistered as a non-diversified, closed-end management investment
company under the Puerto Rico Investment Companies Act of 1954, as amended
the "1954 Investment Company Act"). The Fund was incorporated on December

6, 2002 and is subject to a ruling issued by the Office of the Commissioner of
Financial Institutions (the "Commissioner's Ruling"). See "THE FUND" in the
main body of this Offering Circular.

The Fund may increase amounts available for investment through the issuance of
referred stock, debt securities, or other forms of leverage, representing not more
han 50% of its total assets immediately after any such 1ssuance. As part of such
leverage program, the Fund is offerinig the Tax-Free Secured Obligations (the
"Notes"). Such offerings will be made only to individuals who have their principal
residence in Puerto Rico and to persons, other than individuals, that have their
principal office and principal place of business in Puerto Rico %collectlvely, the
'Puerto Rico Residents"). Moreover, the Fund may only issue preferred stock, debt
securities, or other forms of leverage to the extent that immediately after any such
issuance, the value of its total assets, less all the Fund's liabilities and indebtedness
that are not represented by preferred stock, debt securities, or other forms of
leverage being 1ssued or already outstandm%, is equal to or greater than the total of
200% of the aggre ate par value of all outstanding preferred stock (not includin,
any accumulated dividends or other distributions attributable to such preferre
stock) and the total amount outstandm% of debt securities and other forms of
leverage issued by the Fund. See "LEVERAGE PROGRAM" and "SPECIAL
LEV GE CONSIDERATIONS" in the main body of this Offering Circular.

Principal
Maturity Rating Protection Collateral
up to 270 days from "F1+" by 100% Collateralized in an
their date of 1ssuance Fitch amount equal to full
outstanding amount
over 270 days from "AA" by 100% Collateralized in an
their date of issuance Fitch amount equal to full
outstanding amount
any term None As set forth  Collateralized in the

in the manner set forth in the
applicable applicable Product
Product Supplement
Supplement

Limitations on the Offering and Transfer of the Notes. The Notes will not be
registered under the U.S. Securities Act of 1933, as amended (the "1933 Act"), nor
under the securities laws of any state or jurisdiction, and the Fund has not been
registered under the U.S. Investment omgang Act of 1940, as amended.
Consequently, the Notes may be sold, pledged, hypothecated, or otherwise
transferred exclusively to Puerto Rico Residents. All investors and transferees of
the Notes (each a "Noteholder" and collectively, the "Noteholders") are required to
represent in writing that the residency conditions to purchase are satisfied or, in the
case of purchases through UBS Financial Services Incorporated of Puerto Rico
("UBS Financial Services Puerto Rico"), to follow such other procedures as
required by UBS Financial Services Puerto Rico for determining residency.
Appendix C to this Offering Circular contains, in letter form, the substance of
representations that must be made by dealers (other than UBS Financial Services
Puerto Rico) that may be a%)pomted in the future (each a "Dealer"). The Dealers
will be contractually obligated to the Fund to obtain such letter of representation in
{)roper form. Any sale or transfer of the Notes to an investor or transferee (other
han transfers by operation of law) who (i) has not provided such a letter or (ii) in
the case of transfers effected through UBS Financial Services Puerto Rico, has not
complied with such procedures as may be required by UBS Financial Services
Puerto Rico to establish Puerto Rico residency, will be null and void. See "THE
NOTES" in the main body of this Offering Circular.




Agent

Dealer

Investment Objective
and Policies

Maturities. The 100% Princifpal Protection Short-Term Notes have maturities of up
to 270 days from their date of issuance, including notes payable on demand (but not
later than 270 days% and the 100% Principal Protection Medium-Term Notes have
maturities of over 270 days from their date of issuance. The Contingent / Partial
Principal Protection Notes may have maturities of any length of time:

Ratings on the 100% Principal Protection Notes. Upon issuance, the 100%
Principal Protection Short-Term Notes and the 100% Principal Protection Medium-
Term Notes will be rated "F1+" and "AA" res ectlve’lly by Fitch Ratlnng S’Flt‘:h"&
FITCH HAS NOT ASSIGNED A CREDIT RA I’NYE TO THE ND O
THE CONTINGENT / PARTIAL PRINCIPAL PROTECTION NOTES.

Form and Minimum Denominations. The Notes will only be issued in registered
form without coupons and in minimum denominations of $1,000 or as may
otherwise be specified in the relevant confirmation for any given transaction or the
applicable Product Supplement.

Interest Rate. The Notes will bear interest, if any, at a rate determined at the time
of issuance of each Note and which will be set forth on the relevant Note and in the
applicable Product Supplement.

Redemption. The 100% Principal Protection Medium-Term Notes and the
Contingent / Partial Principal Protection Notes may be redeemable ;I)\?or to their
stated maturities at the option of the Fund(; as provided in the relevant Note and the
ap_{)hcable Product Supplement. The 100% Principal Protection Short-Term Notes
will not be redeemable Erlor to their stated maturities, unless otherwise provided in
the relevant Note and the applicable Product Supplement.

Collateral. Each series of Notes may be se_garately collateralized by a pledge of
certain Eligible Securities (as further described herein), including among others,
P R. Mortgage-Backed Securities, P.R. Governmental Obligations, U.S. Treasury
Securities, and U.S. Government A%ency Securities (as described herein), in the
form, manner, and amount described "herein and in the applicable Product
Sl%?pl_emenj[. See "SECURITY FOR THE NOTES" in the main body of this
Offering Circular.

The terms of the 100% Principal Protection Notes will obligate the Fund to fully
repay the orlﬁmal principal amount at maturity and will be collateralized in an
amount equal to their full outstanding principal amount, while the terms of the
Contingent / Partial Principal Protection Notes do not obligate the Fund to the full
repayment of the original principal amount at maturity and may or may not be
collateralized in an amount equal to their outstanding principal amount, as
described herein and more specifically in the applicable Product Supplement.

UBS Trust Company of Puerto Rico ("UBS Trust PR") will act as issuing, paying,

and transfer agent on behalf of the Fund and as collateral agent (the "Agent") on

l():e,half of the Noteholders. See "THE AGENT" in the main body of this Offering
ircular.

UBS Financial Services Puerto Rico, an affiliate of UBS Trust PR, will offer the
Notes on behalf of the Fund and may purchase the Notes in a FPrmmpal capacity and
use its best efforts to sell such Notes on behalf of the Fund. The Fund may appoint
other Dealers from time to time. Each Dealer may be paid a fee to be negotiated
from time to time equal to a percentage of the principal amount of the Notes sold
%{ISUCh Dealer and may be reimbursed for certain out-of-pocket expenses incurred.

'he Fund will also indemnify the Dealers against certain liabilities, including
liabilities under the 1933 Act.” The Fund may also sell Notes directly to investors
from time to time.

The Fund's investment objective is to provide investors in its Common Stock with
current income, consistent with the tpr_eservatlon of capital. No assurance can be
given that the Fund will achieve its investment objective.

The Fund normally invests at least 67% of its total assets in securities issued by
Puerto Rico entities. These include securities issued by the Commonwealth of
Puerto Rico and its political subdivisions, organizations, agencies, and
instrumentalities, Puerto Rico mortgage-backed and asset-backed securities,
corporate obligations and preferred stock of Puerto Rico entities, and other Puerto
Rico_securitics that the Investment Adviser (as defined below) may select,
consistent with the Fund's investment objective and policies.

The Fund may invest up to 33% of its total assets in securities issued by non-Puerto
Rico entities, These include securities issued or guaranteed by the U.S.
Government, its agencies and instrumentalities, non-Puerto Rico mortgage-backed
and asset-backed securities, corporate obligations and preferred stock of non-Puerto
Rico entities, municipal securities of issuers within the U.S., and other non-Puerto
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Management of the Fund

Risk Factors

Transactions Involving
Affiliates

Taxation

Rico securities that the Investment Adviser may select, consistent with the Fund's
investment objective and policies.

At least 95% of the Fund's total assets are invested in securities that, at the time of
urchase, (i) are rated "AAA" by Fitch, "AAA" by Standard & Poor's, a division of
he McGraw-Hill Companies, Inc., or "Aaa" by Moody's Investors Service, Inc.,

or are comparably rated by a nationally recognized statistical rating organization or

(i1) Yythlch may be determined by the Investment Adviser to be of comparable credit

quality.

See "RISK FACTORS AND SPECIAL CONSIDERATIONS" and
"INVESTMENT OBJECTIVE AND POLICIES OF THE FUND" in the main body
of this Offering Circular.

UBS Asset Managers of Puerto Rico, a division of UBS Trust PR serves as the
Fund's investment adviser (in such capacity, UBS Trust PR is referred to herein as
the "Investment Adv1ser‘[2. UBS Trust PR also serves as the Fund's administrator
in such capacity, the "Administrator"), as well as its transfer agent, registrar,
ividend disbursing, and shareholder sérvicing agent and custodian of its assets.
See "MANAGEMENT OF THE FUND" in the main body of this Offering Circular.

UBS Trust PR is an affiliate of UBS Financial Services Puerto Rico and UBS AG.
You should be aware that certain conflicts of interest exist among the Fund, its
Investment Adviser, and their affiliates. See "PORTFOLIO TRANSACTIONS —
Transactions Involving Affiliates" in the main body of this Offering Circular.

See "RISK FACTORS AND SPECIAL CONSIDERATIONS" in the main body of
this Offering Circular for the risk considerations that may be relevant to prospective
investors in the Notes.

Transactions with affiliates take place. All transactions with affiliates are subject
to procedures adopted by the Fund's Board of Directors, including its independent
directors, in an effort to address potential conflicts of interest, including but not
limited to, valuation procedures. No assurance can be given that these procedures
are or will be effective. Portfolio transactions between the Fund and UBS Financial
Services Puerto Rico and/or its affiliates are executed pursuant to terms and
conditions comparable to those with unrelated third parties in the ordinary course
of _its investment activities. See "RISK FACTORS AND SPECIAL
CONSIDERATIONS" and "PORTFOLIO TRANSACTIONS — Transactions
Involving Affiliates" in the main body of this Offering Circular.

See "TAXATION" in the main body of this Offering Circular for a summary of the

material Puerto Rico and U.S. tax considerations that may be relevant to
prospective investors in the Notes.
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This Offering Circular is qualified in its entirety by reference to the resolutions of the Board of Directors (the
"Board of Dlrectors"?of Puerto Rico AAA Portfolio Bond Fund, Inc. (the "Fund™) providing the terms and conditions
of the Tax-Free Secured Obligations (the '_'Notes'? aswell as by any supplement thereto (collectively, the "Resolutions™)
the terms of which are incorporated herein by reference and which are available for inspection at the Fund's princi al
office. All capitalized terms_used but not otherwise defined herein will have the meanings given to such terms in the
Resolutions. This Offering Circular speaks only as of its date, and the information contained herein is subject to change.
You should carefully consider the information set forth under the headings "RISK FACTORS AND SPECIAL
CONSIDERATIONS" belowaswell as "SPECIAL LEVERAGE CONSIDERATIONS" and "GENERAL INFORMATION"
contained in the main body of this Offering Circular.

RISK FACTORS AND SPECIAL CONSIDERATIONS

The main risks of investing in the Notes are described below. Any of these risks may cause you to lose
money.

) General,  The Fund's investments may be harmed by the performance of U.S., Puerto Rico, and foreign
investment securities markets, which m%y be influenced by factors including interest rates, inflation, politics, fiscal

policy, and current events. Because the Fund invests in investment securities, the Fund's net asset value may fluctuate
iiue to market conditions, and the Fund may be unable to pay the principal and accrued interest on the Notes. You may
ose money.

Starting near the end of the second quarter of 2013, municipal securities in the United States and Puerto Rico
began trading at lower prices and higher yields compared to benchmarks of the prior two (2) years, This is likely the
result of several factors, including a downgrade of certain municipalities by independent credit rating agencies, with
some observers believing the default on certain interest and principal payments and the bankruptcy proteéction sought
by the City of Detroit may have been a contributing factor, as well as the tapering of purchases of fixed-income securities
by the U.S. Federal Reserve. Puerto Rico municipal securities have also experienced a decline in prices due, in part, to
concerns about the Puerto Rico economy and the fiscal position of the Government of Puerto Rico.

) __ On June 29, 2015, the Government of Puerto Rico presented the report "Puerto Rico—A Way Forward," which
identified a deteriorating cash flow position and very large out-year central government budget gaps that ap]f:r,oach the
size of current full year general fund revenues. Su sequentlly, the newly created Working Group for the Fiscal and
Economic Recovery of Puerto Rico (the "Working Group") released the Puerto Rico Fiscal and Economic Growth Plan,
which among other things, recommended the restructuring of all tax-backed debt, 1_nc1ud1n§ eneral obligation bonds
("GOs") and sales tax debt issued bty the Puerto Rico Sales Tax Financing Corporation ("COFINA"). In furtherance of
its intention to defer and/or restructure such $72 billion debt load, the Government of Puerto Rico enacted the Puerto
Rico Public Corporations Debt Enforcement and Recovery Act (the "Recovery Act") and is lobbying the U.S. Congress
to amend the provisions of Chapter 9 of the U.S. Bankruptcy Code, to cover the central government and its
instrumentalities. Inasmuch as the provisions of Chapter 9 of the U.S. Bankruptcy Code are unavailable to the
Government of Puerto Rico and instrumentalities, the purpose of such endeavors is to provide financially distressed
%overnment instrumentalities and IE]ubhc corporations with the ablllthO restructure their debt. The United States District

ourt for the District of Puerto Rico has declared the Recoveg ct unconstitutional, and such judgment has been
reaffirmed by the U.S. Court of Appeals for the First Circuit. The U.S. Supreme Court has agreed to hear the Government
of Puerto Rico’s appeal to such ruling.

. Recently, the U.S. Department of Treasury has also presented a legislative proposal titled "Addressing Puerto
Rico's Economic’and Fiscal Crisis and Creating a Path to Recovery: Roadmap for Congressional Action" before the U.S.
Congress, outlining a series of legislative actions to address Puerfo Rico’s urgent fiscal crisis. Such legislative tpro osal
encompasses a four-step plan that includes the creation of a new class of bankru}%tcy under the U.S. Bankruptcy Code
only available to U.S. territories, but such proposal has failed to gain sufficient Congressional support. Moreover, on
December 8, 2015, the Governor of Puerto Rico signed Senate Bil['1513 into law, which provides for the creation of the
Puerto Rico Fiscal Oversight and Economic Recovery Board, which would have fiscal oversight authority over the
central government and most of its instrumentalities and requires the submission by the Working Group to‘the Board
of a government-wide, consolidated five-year Fiscal and Economic Growth Plan.

As a result and in light of deteriorating government revenues and liquidity, the Puerto Rico Public Finance
Corporation failed to make the required $58 million payment on its debt, representing the first default on Puerto Rico
agency debt on August 3, 2015. Thereafter, on November 30, 2015, the Puerto Rico Governor redirected available
revenues from certain government instrumentalities, namely the Puerto Rico Highways and Transportation Authority,
the Puerto Rico Infrastructure F 1r_1ancm§ Authority, the Metropolitan Bus Authorify, and the Integrated Transfgort
Authority, to make prmcij{:)al and interest payments on GOs, the (]i)ayment of which i$ guaranteed by the Puerto Rico
Constitution. The Puerto Rico Tourism Company was also ordered to transfer amounts collected on certain taxes to the
Department of the Trea,suri, for the payment of certain obligations of the Puerto Rico Convention Center District
Authority. The Puerto Rico Legislature may also consider new fiscal emergency measures, in order to provide additional
resources to Puerto Rico's general fund. On December 30, 2015, the Governor of Puerto Rico announced that the
Commonwealth would makeall bond axme_nt_s due on January 4, 2016 except for $37.3 million in interest correspondin
to $35.9 million of AFI bonds and $q million of PFC bonds. In this context, one could expect to see additiona
interruptions in cash flow on debt payments, in addition to more price volatility across Puerto Rico securities, as
the results of many of the fiscal and budgetary measures adopted and to be adopted in the future by the
Government of Puerto Rico are fully realized and a debt restructuring is implemented.

Fitch Ratings ("Fitch"), Moody's Investors Service ("Mood ‘5'8 and Standard & Poor's, a division of The
McGraw-Hill Companies, Inc. ("S&P") have downgraded the GOs of the Commonwealth of Puerto Rico, as well as the
obligations of certain Commonwealth agencies and Eubhc corporations, including COFINA, on numerous occasions over
several months. More recently, Fitch and S&P further downgraded the GOs and related debt ratings from "B" to "CC"
and from "CCC+" to "CCC-," respectively, on June 29, 2015. Moody's followed suit on July 1, 2015, downgrading the
GOs and COFINA's senior bonds to "Caa3," and S&P further downgraded all of the Commonwealth of Puerto Ricao's
tax-backed debt to "CC" on September 10, 2015, All such ratings carry a negative outlook. At least 95% of the Fund's
total assets are invested in securities that, at the time of Purchase, are rated "AAA" by S&P, "AAA" by Fitch, or "Aaa"
by Moody's, or that are comparably rated by a nationally recognized statistical rating organization (a "Credit Rating



Agency"), or which the Investment Adviser may determine to be of comparable credit quality (i.e., those that are backed
by a letter of credit or other forms of corporate or governmental guarantees, the issuer of which has received an
equivalent short-term or long-term credit rating, as applicable). Currently, most of the bonds issued by the
Government of Puerto Rico and its instrumentalities do not carr?f an investment-grade credit rating. In view of
this, the Fund's ability to comply with this investment policy will be constrained.

Pledged Collateral; Credit Risk. Although the Notes may be secured by Pledged Collateral (as defined below)
and the Fund believes such collateral will growde adequate security for the payment o the,obhﬁatlons arising under the
Notes, the Fund cannot guarantee the creditworthiness of any ({)amcular security comprising the Pledged Collateral or
of the issuer of any such security. The actual and perceived creditworthiness of the Fund or of the issuers of the
securities constituting the Pledged Collateral will depend on various factors, such as general economic conditions or
conditions specific to the respective issuer, all of which are beyond the control of the Fund and may affect the market
value of the Notes or the Pledged Collateral.

Moreover, for It)urposes of determining the Pledged Collateral which will provide the security for the repayment
of any Notes for which the Fund has obtained a credit rating from a Credit Rating Agency, the Fund has covenanted to
abide by such Credit Rating Agency's rating criteria and guidelines, which spec,lfgf1 the fypes of investment securities
which may constitute Pledged Collateral and may also discount the value or limit the concentration of such securities.
Such rating criteria and guidelines may be amended by such Credit Rating Agency at its sole discretion at any time,
without the Fund's consent, thereby affécting the types and amounts of Pledged Collateral securlnithe repayment of an
series of rated Notes at any given point in time. With respect to the credit ratings of "F1+" and "AA" assigned by Fitc
to the 100% Principal Protection Short-Term Notes (as defined below) and the 100% Principal Protection Medium-Term
Notes (as defined below) respectwel;g, the rating criteria and guidelines for the assignment and maintenance of suc
rating are (})ubhcly available at www.fitchratings.com or by contacting Fitch at 33 Whitehall Street, New York, New
York 10004; telephone number (212) 908-0500. See "SECURITY FOR THE NOTES" herein.

In the event that the Fund were unable to fulfill its obligations under the Notes, by reason of its insolvency,
commencement of bankruptcy proceedings, or otherwise, any principal protection featuré under the Notes and any
interest payment thereon may be affected, 1f the proceeds derived from the Pled%ed Collatera] were insufficient to pay
all amounts owed to the investor, and the payment of any such amounts would be delayed for the duration of any
insolvency, bankruptcy or other proceedings.

The Contingent/ Partial Principal Protection Notes do not guarantee any return of Prlnupal at maturity. The
terms of the Contingent / Partial Principal Protection Notes do not obligate the Fund to the full repayment of the original
principal amount a maturlt%/ and may or may not be collateralized in an amount e(H.ll_al to their outstanding principal
amount. They differ from the ordinary debt securities in that you may receive nothing at maturity (1nclud1nﬁ upon
acceleration following an event of default) or you may receive an amount at maturity thatis greater than or less than the
face amount of your Note d,epe;ndl%g upon the formula used to determine the amount gayable at maturity. Insuchregard,
the Contingent”/ Partial Principal Protection Notes combine the features of debt and equity.

Conflicts of Interest. While the Fund is subject to the terms and conditions of a ruling issued by the Office of
the Commissioner of Financial Institutions (the "OCFI") to the Fund (the "Commissioner's Ruling"), including provisions
regarding transactions with affiliates, it is not registered under the U.S. Investment Comparg ct of 1940, as amended

the "1940 Act"). Therefore, the Fund is not sul%]ect to the restrictions contained in the 1940 Act regarding, among other
things, transactions between the Fund and UBS Financial Services Incorporated of Puerto Rico ("UBS Financial Services
Puerto Rico") or its affiliates. The Fund has engaged, and it is anticipated that the Fund will continue to engage, in such
transactions, including securities purchases and sale transactions and repurchase agreement transactions, directly with
UBS Financial Services Puerto Rico and possibly, with other of its affiliates. For most securities purchased by the’Fund,
one of those entities may be the onlgl dealer, or one of only a few dealers, in the securities being (})urchase or sold by
the Fund. In that event, independent sources for valuation or liquidity of a security may be limited or nonexistent. The
Fund invests a substantial portion of its assets in those securities. The Fund may also invest in securities issued by its
affiliates, or make deposits with those affiliates. As a result of the above transactions and other dealings, the interests
of affiliates of the Investment Adviser (as defined below) may conflict with those of the Fund, as to the price and other
terms of transactions that they engage in. Portfolio transactions between the Fund and UBS Financial Services Puerto
Rico and/or its affiliates are executed pursuant to terms and conditions comparable to those with unrelated third parties
in the ordinary course of the Fund's investment activities. In addition, the investment advisory fee payable to the
Investment Adviser during periods in which the Fund is utilizing leverage will be higher than when it is not doing so
because the fee is calculated as a percentage of average weekly (%rpss assets, including assets purchased with leverage.
Because the assets base used for calculating the investment advisory fee is not reduced by aggregate indebtedness
incurred in leveraging the Fund, the Investment Adviser may have a conflict of interest in formulating a recommendation
to the Fund as to whether and to what extent to use leverage.

. UBS Asset Managers of Puerto Rico ("UBS Asset Mana ers"I), a division of UBS Trust Company of Puerto
Rico ("UBS Trust PR," and in its capacity as investment adviser, the "Investment Adviser"), UBS Financial Services
Puerto Rico, and their affiliates have engaged and may engage, in business transactions with or related to any one of the
issuers of the Fund's investment assets, or with competitors of such issuers, as well as provide them with investment
banking, asset management _trust, or advisory services, including merger and acquisition advisory services. These
activities mag ]presen a conflict between any such affiliated party and the Interests of the Fund. Any such affiliated party
may also publish or may have published research reports on one or more of such issuers and ‘may have expressed
opinions or provided recommendations inconsistent with the Burchasmg or holding of the securities of such issuers.

oreover, the Investment Adviser is not registered under the U.S. Investment Advisers Act of 1940, as amended (the
"Advisers Act"), and therefore, is not subject to the restrictions imposed on investment advisers thereunder, including
restrictions on fransactions with affiliates.

_. Liquidity and Restrictions on the Transfer of the Notes. The Notes have not been registered with the U.S.
Securities and Exchange Commission under the U.S. Securities Act of 1933, as amended (the "1933 Act"), and the Fund
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has not been registered under the 1940 Act. Consequently, the Notes may only be offered, sold, or otherwise transferred
exclusively to individuals whose principal residence isin the Commonwealth of Puerto Rico ("Puerto Rico"), or to
corporations and other business organizations whose principal office and place of business are in Puerto Rico (the
"Puerto Rico Residents"), provided that if such entity is a non-business trust, the trustee and all trust beneficiaries must
be Puerto Rico Residents. All investors and transferees of the Notes are required to represent in writing that the
residency conditions to purchasing are satisfied or, in the case of purchases through UBS Financial Services Puerto Rico,
to follow such (_)thercprocedures asrequired by UBS Financial Services Puerto Rico for determining residency. Appendix
C to this Offering Circular contains, in letter form, the substance of the representations that must be madé prior to the
purchase and delivery of the Notes. Such restrictions shall remain in effect until such time, if any, as the Fund shall
determine, based on an opinion of legal counsel, that they are no longer necessary in order to preserve an exemption for
the Notes from the registration requirements of the 1933 Act and for the Fund under the 1940 Act. Holders of the Notes
(the "Noteholders") who cease to be Puerto Rico Residents have an obligation to liquidate their investments in the Notes
as soon as it becomes economically feasible to do so.

No assurance can be given as to the 1iquiditar of, or the trading market for, the Notes. The market price of the
Notes will be determined by such factors as relative demand for and supply of the Notes in the market, general market,
and economic conditions and other factors beyond the control of the Fund.” The Fund cannot predict whether the Notes
will trade at, below or above their stated principal amount. That conclusion is further affecte bal the fact that there may
be few or no market-makers in the Notes. The Notes may not be suitable to all investors, and investors in the Notes
should not view the Fund as a vehicle for trading purposes.

) The 100% Principal Protection Notes may be subject to risks associated with a Credit Rating Agenc . Fitch
has issued a credit rating of "F1+" to the 100% Principal Protection Short-Term Notes and "AA" to the 100% Principal
Protection Medium-Term Notes. These credit ratings reflect only Fitch's view and any explanation of the significance
of the credit rating must be obtained from Fitch directly. No assurance can be given that the credit ratings assigned to
the 100% Principal Protection Notes (as defined below) will remain in effect for any given period of time or that it will
not be revised downward or withdrawn entirely by Fitch if, in its sole dudgment circumstances so warrant. Any such
downward revision or withdrawal of the credit rating may have an adverse effect on the market value of the 100%
Prlnqg)al Protection Notes. The Fund mays, at its sole discretion, seek a credit rating from another Credit Rating Agency,

rovided such credit rating is within the two highest rating categories with respect to the 100% Principal Protection

hort-Term Notes, or within the four hll%lest rating categories with respect to the 100% Principal Protection Medium-
Term Notes. FITCH HAS NOT ASSIGNED A CREDIT RATING TO THE FUND OR THE CONTINGENT /
PARTIAL PRINCIPAL PROTECTION NOTES.

U.S. federal tax law; no U.S. federal tax ruling. Under regulations issued under Section 937(b) of the U.S.
Internal Revenue Code of 1986, as amended (the "U.S. Code"), income that is otherwise treated as income from sources
within Puerto Rico under the general source of income rules is treated as income from sources outside Puerto Rico and
not excludable from gross income under Section 933 of the U.S. Code if it consists of income derived in a "conduit
arrangement." Based on the current lan%uage of the regulations and the guidance offered therein, it is more likely than
not that an investment in the Notes is nof the type of transaction intended fo be covered by these rules, and in accordance
with this interpretation, it is more likely than not that interest and OID on the Notes is to be treated as income from
sources within Puerto Rico. The Fund does not plan to request a ruling from the U.S. Internal Revenue Service (the
"IRS") with respect to the U.S. federal income tax treatment to be accorded to an investment in the Notes, and no
assurance can be given that the IRS or the courts will agree with the tax treatment described herein. You should read
carefully the section entitled "TAXATION," for a more detailed description of the tax implications an investment on the
Notets_ entails as well as pertinent U.S. Treasury disclosure. You should also consult your tax advisor about your tax
situation.

On March 18, 2010, the U.S. Congress adopted the Foreign Account Tax Compliance Act (commonly known
as "FATCA") to amend the U.S. Code to, among other things, impose a 30% withholding tax at the source t0 certain
"foreign financial institutions" or "non-financial foreign entifies" (each, a "NFFE") upon most payments of U.S. source
income and_ gross.lto_roce_:eds from the disposition of property that can produce U.S. source dividénds or interest made,
unless certain certification and reporting requirements are satisfied by such NFFE, including providing information with
respect to its respective investors. In the case of most payments of U.S. source income, the 30% withholding will apply
to gayments made after June 30, 2014, and in the case of gross proceeds from the disposition of property that can produce
U.S. source dividends or interest, IRS Notice 2015-66 provides that withholding will ap]?l to payments made after
December 31, 2018. Final regulations issued by the U.S. Treasury and the IRS on January 17, 2013 "and which became
effective on January 28, 2013, provide that the Fund is to be treatéd as a NFFE. Furthermore, under certain procedures
included in temporary regulations issued by the U.S. Treasury and the IRS that became effective on March 6, 2014, the
Fund was registered with the IRS as a "direct reporting NFFE", and with such registration, it will not be subject to the
30% withholding. Under these Procedures, the Fund will be required to provide to the IRS (instead of the payor of the
income) certain information with respect to its investors that, directly or indirectly, own more than 10% (by vote or
value) of the Fund's stock. If the Fund were to be unable to provide such investor information to the IRS or otherwise
fail or be unable to comply with the legal and regulatory requirements of the U.S. Code, the Fund's U.S. source income
may be reduced, inasmuch as it would be subject to such 30% withholding tax at the source. This reduction may
negatively affect the Fund's ability to fulfill its obligations under the Notes.

UBS research reports may be inconsistent with purchasing or holding the Notes. UBS or any of its affiliates
may, at present or in the future, publish research relating to an underlying to which the performance of the Notes is linked
that may be inconsistent with purchasing or holding the Notes. This research may be modified from time to time without
notice. Any of these activities may affect the market value of the Notes.

Political Risk. Political or regulatory developments in Puerto Rico and in the U.S. could adversely affect the
tax-exempt status of interest or dividends gald on securities or the tax-exempt status of the Fund's dividends. These
developments could also cause the value of the Fund's investments to fall.



_ Risks Associated with the Fund's Investment Securities. Following is a summary of the risks attributable to the
Fund's investment in its underlying securities:

o Geographic Concentration Risk. The Fund is exposed to certain risks resulting from the reduced
eographic diversificafion of its portfolio. The Fund's assets are invested primarily in securities of Puerto Rico issuers.
onsequently, the Fund in general is more susceptible to economic, political, regulatory or other factors adversely

affecting issuers in Puerto Kico than an investment company that is not so concentrated in Puerto Rico issuers. In
addition, securities issued b%{ the Government of the Commonwealth of Puerto Rico or its instrumentalities are affected
by the central government's finances. That includes, but is not limited to, general obligations of Puerto Rico and revenue
bonds, specialtax bonds, or agency bonds. The effect on each specific debt may not be the same; it depends on exactly
what part of the government's money or revenue is supposed to pay the interest. Over the past few years, many Puerto
Rico government bonds as well as the securities issued bf{ several Puerto Rico financial institutions have been
downgraded as a result of several factors, including without [imitation, the downturn experienced by the Puerto Rico
economy and the strained financial condition of the Puerto Rico government. Currently, the Puerto Rico bond market
is experiencing a period of volatility, with Puerto Rico bonds trading at lower prices and higher yields compared to
benchmarks of the past two (2)1 years. Because the Fund invests a substantia Portlon of its assets in Puerto Rico
bonds, the Fund's net asset value may fluctuate due to market conditions affecting these securities, and the Fund's
ability to pay the principal and accrued interest on the Notes may be consequently affected.

o Industry Concentration Risk. The Fund's investments may be concentrated in the Puerto Rico financial
services industry. To the extent that the Fund's investments are heavily concentrated in a particular sector of the
economy, it may be adversely affected more than an investment company that is more diversified across various sectors
of the economy should that sector suffer a downturn. The financial services industry is subject to various material
business risks.” For example, changes in the prevailing interest rates or stock market conditions can have significant
effects on the industry and the results of business operations in such industry. Some of the risks to which this industry
is subject may become more acute in periods of economic slowdown or recession. During such period, loan
delinquencies and foreclosures generally increase and could result in an increased incidence of losses and/or claims and
legal actions. In addition, such conditions could lead to a potential decline in demand for the securities of the financial
services industry. C,hanﬁg:s in the legal or regulatory environment could also have adverse effects, such as changing the
nature of activifies in which the industry may engage or by increasing competition from other sources.

o Non-Diversification Risk. A relatively high percentage of the Fund's assets may be invested in
obligations of a limited number of Puerto Rico issuers. "Consequently, the Fund's net asset value and its yield ma
increase or decrease more than that of a more diversified investment company as a result of changes in the market's
assessment of the financial condition and prospects of such Puerto Rico issuers.” The Fund may also be more susce{)tlble
to any single economic, political, or regulatory occurrence in Puerto Rico than a more widély diversified investment
company.

) Interest Rate Risk. Interest rate risk is the risk that interest rates will rise, so that the value of the
Fund's investments will fall. Current low long-term rates present the risk that interest rates may rise and that as a result
the Fund's investments will decline in value. Also, the Fund's yield will tend to la%, behind changes in tpreval.h,ng
short-term interest rates. In addition, during periods of rising interest rates, the average life of certain types of securities
may be extended because of the right of the issuer to defer payments or make slower than e>(<ipect§:d principal payments.
This may lock in a below market interest rate, increase the security's duration (the estimated period until the security is

aid in full) and reduce the value of the security. This is known as extension risk. The Fund is subject to extension risk.

onversely, durlr%g {)erlods of declining interest rates, the issuer of a security may exercise its option to prepay principal
earlier than scheduled in order to refinance at lower interest rates, forcing the Fund to reinvest in lower yielding
securities. This is known as pre%)ayment risk. The Fund is subject to prepayment risk. This tendency of issuers to
refinance debt with high interest rates during periods of deql1n1ngF1nterest rates may reduce the positive effect of
declining interest rates on the market value of the Fund's securities. Finally, the Fund's'use of leverage by the issuance
of preferred stock, debt securities and other instruments, as discussed below, may increase the risks described above.
See "SPECIAL LEVERAGE CONSIDERATIONS" herein.

o Credit Risk. Credit risk is the risk that debt securities or preferred stock in the Fund's portfolio will
decline in _price or fail to make dividend or interest payments when due because the issuer of the security experiences
a decline in its financial condition. The risk is greater in the case of securities that are rated below investment grade,
or rated in the lowest investment grade category.

) ] Fixed Income Securities Generally. The yield on fixed income securities of the type that the Fund may
invest in depends on a variety of factors, 1nclud1n§lgeneral market conditions for such securities, the financial condition
of the issuer, the size of the particular offering, the maturity, credit quality and rating of the security. Generallg, the
longer the maturity of those securities, the higher its yield and the greater the changes in its yields both up and down.
The market value of fixed income securities normally will vary inversely with changes in intérest rates. Such changes
in the Fund's net asset value, in particular, also might affect the price of the Notes. The unique characteristics of certain
types of securities also may make them more sensitive to changes in interest rates.

~ Certain issuers of fixed income securities are subject to the provisions of bankruptcy, insolvency, and
other laws affecting the rights and remedies of creditors that may result in dela%/s and costs to the Fund if a party becomes
insolvent. It is also possible that, as a result of litigation or othér conditions, the power or ability of such issuérs to meet
tl%%lr o‘t()ihgatlons for the repayment of principal and payment of interest, respectively, may be materially and adversely
affected.

) ) Risks of Preferred Stock. Investments in preferred stock present certain special risks. One of them
is that the issuers of preferred stock are not legally required to pay dividends when scheduled, even if they have sufficient
funds to do so, and therefore these securities have greater payment risk than other securities in which the Fund may
invest. In the case of cumulative preferred stock, missed dividends only have to be paid upon the liquidation of the
company, and only after payment of the company's creditors. In the caSe of non-cumulative preferred stock, missed
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dividends never have to be paid. However, the issuer is normally prohibited from paying dividends on its common stock
unless all or some of its preferred dividends have been paid. Preferred stock is subordinated in right of payment to all
other creditors of the issuer, and therefore is subject to greater credit risk than debt instrumenfs. Also, holders of
preferred stock usually have no voting rights, except in very limited circumstances. Shares of preferred stock may be
substantially less liquid (the}lr:ma have a more limited secondary market and may therefore be more difficult to sell) than
other securities in which the Fund could invest, such as U.S. government securities. Shares of preferred stock are usually
redeemable at the option of the issuer. As with any fixed income security, a redemption may negatively impact the return
of the security to the holder.

Risks of Repurchase and Reverse Repurchase Agreements. The Fund may engage in reverse
repurchase agreements, which are transactions in which the Fund sells a security to a countel]iarty and agrees to buy it
back at a specified time and price in a specified currency. Reverse repurchase agreements involve the risk that the buyer
of the securities sold by the Fund might be unable to deliver the securities when the Fund seeks to repurchase them and
may be unable to replace the securities or only at a hlﬁher cost. If the buyer of securities under a reverse repurchase
agreement files for bankruptcy or becomes insolvent, the buyer may receive an extension of time to determine whether
to enforce the Fund's obhﬁatlon to r%purchase the securities, and the Fund's use of the proceeds of the reverse repurchase
a%fpement may be severely restricted during that extension period. The Fund may also engage in reﬁurchase agreements
which are transactions in which the Fund purchases a security from a counterparfy and agrees to sell it back at a specified
time and price in a specified currency. Ifarepurchase agreement counterparty défaults, the Fund may suffer time delays
and incur costs or possible losses in connection with the disposition of the securities underlying the repurchase
agreement. In the event of a default, instead of the contractual fixed rate of return, the rate of refurn to the Fund will
depend on intervening fluctuations of the market values of the underlying securities and the accrued interest thereon.
In such an event, the Fund would haye rights against the counterparty for breach of contract with respect to any losses
resulting from those market fluctuations.

Additionally, while there is authorlt%{generally supporting the treatment of repurchase and reverse repurchase
agreements as collatéralized loans for Puerto Rico income tax purposes, that authority does not specifically address the
tax treatment of the repurchase agreements that the Fund typlcall%{ enters into, which contain provisions that Erant the
buyer the right to sell, transfer, pledge, or hypothecate the’securities that are the object of such agreements. Although
the Treasury Department of Puerto Rico (the™P.R. Treasury Department") has never pronounced itself as to whether this
glype of arrangement should be viewed as a transfer of ownership of the underlying securities, it is possible that the P.R.

reasury Department could take that position in the future and that Puerto Rico courts could agree with that view. In
such event, the tax exempt interest paid on such underlying securities could be deemed not to constitute tax exempt
income for the seller of such securities. To the extent that the Fund was such a seller, the amount of tax exempt income
which the Fund may allocate towards the peizf_ment of tax exempt interest on the Notes and tax exempt dividends on the
shares of Common Stock under the Puerto Rico Internal Revenue Code of 1994, as amended (the 1994 P.R. Code"),
or the Puerto Rico Internal Revenue Code of 2011, as amended (the "2011 P.R. Code"), may be reduced. If any interest
pg{lyments on the Notes were not to qualify as tax exempt interest, they could be subject to Puerto Rico income'tax. See
'"TAXATION - PUERTO RICO TAXATION" herein.

) Municipal Obligations Risk. Certain of the municipal obligations in which the Fund may invest,

present their own distinct risks. ~ These risks may depend, among other things, on the financial situation of the

overnment issuer, or in the case of industrial development bonds and similar securities, on that of the entity supplying

e revenues that are intended to repay the obligations. It is also possible that, as a result of litigation or other conditions,

the power or ability of issuers or those other enfities to meet their obligations for the repayment of principal and payment
of interest may be materially and adversely affected.

o Mortgage-Backed Securities Risk. Mort%age-backed securities have many of the risks of traditional
debt securities but, in general, differ from investments in tradifional debt securities in that, among other thlngsi:prlnmpal
may be prepaid at any time due to prepayments by the obligors on the underlying obligations. As a result, the Fund may
receive principal repayments on these securities earlier or later than anticipatéd by the Fund. In the event of ﬁrepayments
that are received earlier than anticipated, the Fund may be required to reinvest such f%repayments at rates that are lower
than the anticipated yield of the %orepald’ obligation. The rate of prepayments is influenced by a variety of economic
geographic, demographic and other factors, including, among others, prevailing mortgage interest rates, local and
regional economic conditions and home owner mobility. Generally, prepayments will increase during periods of
declining interest rates and decrease during periods of rising interest rates. The decrease in the rate of prepayments
during periods of rising interest rates results in the extension of the duration of mortgage-backed securities, which makes
them more sensitive to changes in interest rates and more likely to decline in value (this is known as extension risk).
Since a substantial portion of the assets of the Fund may be invested in mortgage-backed securities, the Fund may be
subject to these risks and other risks related to such securities to a s(ligénﬁcant degree, which might cause the market value
of the Fund's investments to fluctuate more than otherwise would be the case, In addition, moIr_tIgage—backed or other
securities issued or dguaranteed by the Federal National Mortéage Association, the Federal Home Loan Mort%a e
Corgoratl()n or a Federal Home Loan Bank are supported only by the credit of these entities and are not supported by
the full faith and credit of the U.S.

__ CMORIisk. Collateralized mortfffage obhéations or "CMOs" exhibit similar risks to those of mortgage-
backed securities but also present certain special risks. CMO classes may be specially structured in a manner that
provides a variety of investment characteristics, such as yield, effective maturity and interest rate sensitivity. As market
conditions change, however, parthularlt}l during periods of rapid or unanticipated changes in interest rates, the abili

of a CMO class to provide the anticipated investment characteristics and performance may be significantly reduced.
These changes may result in volatility in the market value, and in some instances reduced liquidity, of the O class.

. Asset-Backed Securities Risk. Asset-backed securities present risks similar to those of mortgage-
backed securities. However, in the case of many asset-backed securities, the prepayment rates on the underlying assets
have historically been less influenced by market interest rate fluctuations and therefore have been more stable. The
frequent absence of a government guarantee creates greater exposure to the credit risk on the underlying obligations and,
depending on the structure, credit risk regarding the sponsor of such obligations.



) [lliquid Securities. Illiquid securities are securities that cannot be sold within a reasonable period of
time, not to exceed seven days, in the ordinary course of business at approximately the amount at which the Fund has
valued the securities. There t]%resentl are a limited number of participants in the market for certain Puerto Rico securities
or other securities or assets that the Fund may own. That and other factors may cause certain securities to have periods
of illiquidity. Illiquid securities, include, amon%_ other things, securities subjéct to legal or contractual restrictions on
resale that hinder the marketability of the securifies. Certain of the securities in which the Fund intends to invest, such
as shares of preferred stock, may be substantially less liquid than other t}(fip_es of securities in which the Fund may invest.
[liquid securities may trade at a discount from comparable, more liquid investments.

) There are no limitations on the Fund's investment in illiquid securities. The Fund may also continue to hold
without limitation, securities or other assets that become illiquid after the Fund invests in them.” To the extent the Fun
owns illiquid securities or other illiquid assets, the Fund may not be able to sell them easily, particularly at a time when
it is advisable to do so to avoid losses.

) Valuation Risk. There may be few or no dealers making a market in certain securities owned by the
Fund, particularly with respect to securities of Puerto Rico issuers including, but not limited to, investment companies.
Dealers making a market in those securities may not be willing to provide quotations on a regular basis to the Investment
Adviser. It may therefore be particularly difficult to value those securities. When market quotations for securities held
by the Fund are not readily available from any such independent dealers, UBS Trust PR as the Fund's Administrator (the
"Administrator") is responsible for obtaining quotations_for such securities from various sources, 1ng1ud1nlg1 BS
Financial Services Puerto Rico. As aresult, the interests of UBS Financial Services Puerto Rico may conflict with those
of the Fund as to the price and other terms of transactions among them.

o ~ Special Risks of Hedging Strategies. The Fund may use a variety of derivative instruments including
securities options, financial futures contracts, options on futures contracts and other interest rate protection transactions
such as swap agreements, to attempt to hedge its portfolio of assets and enhance its return. Successful use of most
derivative instruments depends upon the Investment Adviser's ability to predict movements of the overall securities and
interest rate markets. There is no assurance that any particular hedgmig spratcesgy adoI%ted will succeed or that the Fund
will employ such strategy with respect to all or any tportlon of its portfolio. Some of the derivative strategies that the
Fund may use to enhance its return are riskier than its hedging transactions and have speculative characteristics. Such
strategies do not attempt to limit the Fund's risk of loss.

Derivative Instruments. In order to attempt to hedge various portfolio positions or to enhance its
return, the Fund may invest up to 5% of its total assets in certain instruments which are or may be considered derivatives.
Subject to the approval of the Board of Directors, such 5% limit may be exceeded only for the %)urpose of hedging.
Derivative instruments, because of their increased volatility and potential leveraging effect (without being subject to the
Fund's levera%t; limitations), may adversely affect the Fund. For example, investments in indexed securifies, including,
among other t mgﬁ, securities linked to an équities or commodities index and inverse floating rate securities, may subject
the Fund to the risks associated with changes in the particular indices, which may include reduced or eliminated interest
payments and losses of invested r1nc1Pa . Such investments, in effect, may also be leveraged, thereby magnifying the
risk of loss. Even where such derivative investments are used for hedging purposes, there is no assurance that the
hedging transactions will be successful or will not result in losses. Also, there is no assurance that the Investment
Adviser will implement hedging strategies or that the hedgln&f{ strategies will be successful or will not result in losses
to the Fund. For example, utilization of options and futures fransactions involves the risk of imperfect correlation in
movements in the price of options and futures and movements in the price of the securities or interest rates, which are
the subject of the hedge. Municipal derivatives may also be subject to the same risks as floating rate municipal
obligations, %(ene_ral_l , risks of adverse tax determination or, in thé case of municipal derivatives used for hedging
purposes, risks similar to those for other hedging strategies.

] ~ Swap and other Transactions with Counterparties. The Fund may engage in swap and other financial
transactions directly with other counterparties. This subjects the Fund to the credit risk that a counterparty will default
on an obligation to the Fund. Such arisk contrasts with transactions done through exchange markets, wherein credit risk
is reduced through the collection of variation margin and through the interposition of a clearing organization as the
guarantor of all transactions. Clearing organizations transform the credit risk of individual counterparties into the more
remote risk of the failure of the clearing organization.

o Securities Lending, Securities lending involves the risk that there may be delaz in recovery of
securities or even the loss of rights in the collateral, among other things, should the borrower of the securities” fail
financially or become insolvent.

) Short Sales. The Fund may engage in short sales of securities "against the box" to defer realization
of gains or losses for tax or other purposes. A short sale "against the box" occurs when the Fund owns an equal amount
of the securities sold short or owns securities convertible into or exchangeable, without payment of any further
consideration, for securities of the same issue as, and equal amount to, the securities sold short.

o Changesin Applicable Law. Legislation affecting Puerto Rico securities, assets other than Puerto Rico
securities, Puerto Rico and U.S. investment companies, taxes, and other matters related to the business of the Fund are
continually being considered by the Puerto Rico Legislature and the U.S. Congress. Moreover, the determinations made
and the waivers and rulings préviously granted bﬁ] the OCFI and to the Fund do not constitute a precedent binding in the
future on the OCFI. No assurance can be given that legislation enacted or regulations promulgated after the date hereof
will not have an adverse effect on the o%ratlons of the Fund, the economic value of the Notes, or the tax consequences
of the acquisition or redemption of the Notes.

On November 27, 2013 the Investment Companies Act of Puerto Rico, as amended (the "2013
Investment Company Act"), became effective. Subsequently, on May 6, 2014, the OCFI a%roved Regulation 8469 to
implement the provisions of the 2013 Investment Compaliy Act. "The purpose of the Act and regulations issued
thereunder is to revise the existing legal regime applicable to Puerto Rico investment companies, their shareholders, and
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investors in securities issued by the companies. However, investment companies created pursuant to the Puerto Rico
Investment Companies Act of 954, as amended (the "[954 Investment Company Act"), such as the Fund, are generally
grandfathered. Except for certain provisions contained in the 2013 Investment Company Act pertaining to (i) restrictions
on who may serve as an officer, director, or service provider to an investment company, (ng)the ability of the OCFI to
issue orders {>erta1_nlng to injunctive and economic relief, (iii) transactions with affiliatés, and (iv) securities purchases,
the Fund will continue to operate in accordance with the provisions of the 1954 Investment Company Act and the terms
and conditions of the Commissioner's Rulln%. To date, there has been no material impact on the Fund and its operations,
by reason of the effectiveness of the 2013 Tnvestment Complglny Act or the regulations issued thereunder, though no
assurance can be given that such will continue to be the case. Thé Fund currently complies with many of the governance
and financial reporting provisions of the 2013 Investment Company Act.

THE FUND

The Fund is organized as a corporation under the laws of Puerto Rico which operates as a non-diversified
closed-end management investment company under the 1954 Investment Company Act.  The Fund was incorporated
on December 26, 2002 and is subject to the Commissioner's Ruling. The principal office of the Fund is located at
American International Plaza Building, Tenth Floor, 250 Mufioz Rivera Avenue, San Juan, Puerto Rico 00918, and its
telephone number is (787) 773-3888.

USE OF PROCEEDS

The proceeds to the Fund from the offering of the Notes (net of dealer's commissions) will be invested in
accordance with the Fund's investment objective and policies.

LEVERAGE PROGRAM

. The Fund may increase amounts available for investment through the issuance of preferred stock, debt
securities, or other forms of leverage, representing not more than 50% of its fotal assets immediately after the issuance
of any such preferred stock, or other debt securities. Such offerings will be made exclusively to Puérto Rico Residents
pursuant to one or more supplements to this Offering Circular or other offering documents to be delivered to investors
{)1‘101‘ to making an investment. Moreover, the Fund may only issue preferred stock, debt securities, or other forms of
leverage to the extent that immediately after their issuance, the value of its total assets, less all its liabilities and
indebtedness that are not rel‘presented by ?referred stock, debt securities, or other forms of leverage being issued or
already outstanding, is equal to or greatér than the total of 200% of the aggregate par value of all outstanding preferred
stock (not including any accumulated dividends or other distributions attributable to such preferred stock) and the total
amount outstanding of debt securities and other forms of leverage issued by the Fund.

_ . This asset coverage rec%uirem_ent must also be met any time the Fund pays a dividend or makes any other
distribution on its issued and outstanding shares of Common Stock or any shares of its preferred stock (other than a
dividend or other distribution payable in additional shares of Common Stock) as well as any time the Fund repurchases
any shares of Common Stock, in each case after g1v1n? effect to such repurchase of shares of Common Stock or issuance
of preferred stock, debt securities, or other forms of [everage in order to maintain asset coverage at the required 200%
level. To the extent necessary, the Fund may purchase or redeem preferred stock, debt securities, or other forms of
leverage in order to maintain asset coverage at the required 200% level. In such circumstances, the Fund may have to
liquidate portfolio securities in order to meet redemption requirements and might also have to pay a premium. Any
necessary liquidations could have the effect of reducing future net income of the Fund. Such liquidations could cause
the Fund to incur related transactional costs. In addition, the Fund may also borrow for temporary or emergency
purposes, in an amount of up to an additional 5% of its total assets.

Currently, the Puerto Rico bond market is experiencing a period of volatility, with Puerto Rico bonds
trading at lower prices and higher yields compared to benchmarks of the past two (2) years. Inasmuch as the
Fund invests a substantial portion of its assets in Puerto Rico bonds, the Fund may be forced to elz,gl?%e in
borrowing for temporary or emergency purposes. In view of these volatile market conditions, the O has
granted to the Fund a temporary regulatory waiver from the Fund's leverage limitation of 50% of its total assets
and 200% asset coverage requirement described above and in the section entitled "SPECIAL LEVERAGE
88¥ISIDERATIONS" below, through January 31, 2016 or such other later date which may be approved by the
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CAPITALIZATION OF THE FUND

As of September 30, 2015, the Fund had total assets amounting to $604,779,985 and 36,406,785 shares of
Common Stock (par value $0.01 per share) outstanding. The following table provides information regarding the audited
Statement of Assets and Liabilities as of September 30, 2015 and the Financial Highlights for the fiscal year ended
September 30, 2015. You should read this information in conjunction with the information in the Fund's Annual Report.
Such Annual Report, including its audited financial statements as of September 30, 2015, as well as other financial and
refltgvant information, is available upon request and may be obtained without charge by contacting the Fund's principal
office.

STATEMENT OF ASSETS AND LIABILITIES September 30, 2015

Assets: Investments in securities:
Securities pledged as collateral on repurchase agreements, swaps and short-term notes,
at value, of which $296,409,149 has the right to be repledged (identified cost - $318,398,262) $ 322,257,752
Other securities, at value (identified cost - $252,603,987) 278,609,974
Cash 72,784
Interest receivable 3,736,405
Prepaid expenses and other assets 103,070
Total assets 604,779,985

Liabilities: Securities sold under repurchase agreements 272,248 431
Short-term notes 21,525,000
Dividends payable to common shareholders 1,486,489
Interest rate swaps, at value (Note 1) 1,477,332
Payables:
Interest and leverage expenses 165,489
Investment advisory fees 250,372
Administration, custody, and transfer agent fees 86,453 502,314
Accrued expenses and other liabilities 198,411
Total liabilities 297 437 977

Net Assets Applicable to Common Shareholders: $ 307,342,008

Net Assets Applicable to
Common Shareholders

consist of: Capital stock, $0.01 par value, 88,000,000 shares authorized, 36,406,785 issued

and outstanding $ 364,068
Additional paid-in capital 380,886,913
Undistributed net investment income (Note 1 and Note 10) 9,586,302
Accumulated net realized loss from investments and swaps (111,883 ,420)
Unrealized net appreciation on investments and swaps 28,388,145
Net assets applicable to common shareholders $ 307,342,008
MNet asset value applicable to common shares - per share; 36,406,785 shares

outstanding $ 8.44




information derived from the financial statements. It should be read in conjunc

The following table includes selected data for a share outstanding throu%hout e;ahchhpelgioddang other plerformance
1on with the Fund's financial statements

and notes thereto.

FINANCIAL HIGHLIGHTS

For the fiscal For the period from  For the fiscal  For the fiscal
For the fiscal year

sidsd SEBtarbEF year ended December 1, 2012 year ended year ended
20 2815 September 30, to September 30, November 30, November 30,
’ 2014 2013 2012 2011
increase (Decrease) in Net Asset Value:
Per Share Net asset value applicable to common stock, beginning of period 3 8.20 $ 733§ 9.75 $ 908 $ 8.40
Operating Net investment income (a) 0.54 0.55 0.50 064 0.69
Performance: Net realized gain (loss) and unrealized appreciation (depreciation)
from investments and swaps (a) 0.08 0.75 (2.42) 0.65 0.61
Total from investment operations 0.62 1.30 (1.92) 1.29 1.30
Less: Dividends from net investment income to common shareholders (0.51) (0.53) (0.50) (0.62) (0.62)
Discount on repurchase of common stock 0.13 0.10 - - -
Net asset value applicable to common stock, end of period $ 844 % 820 % 733 § 975 % 9.08
Market value, end of period (b) $ 681 % 764 % 745 § 1070 § 9.65
Total (b) (f) Based on market value per share (5.47)% 973 % (26.21)% 18.39% 13.44%
Investment
Return: (f) Based on net asset value per share 9.16% 19.74 % (20.32)% 14.66% 16.27%
Ratios: (c) (d) (e) Expenses to average net assets applicable to common
shareholders - net of waived fees 1.64% 1.36% 1.64% 1.58% 1.59%
(c) (e) Operating expenses to average net assets applicable to common
shareholders - net of waived fees 1.26% 1.15% 1.38% 1.32% 1.33%
(c) Interest and leverage related expenses to average net assets
applicable to common shareholders 0.38% 0.21% 0.26% 0.26% 0.27%
(c) (e) Net investment income to average net assets applicable to common
shareholders - net of waived fees 6.28% 7.14% 6.81% 6.77% 8.06%
Supplemental Net assets applicable to common shareholders,
Data: end of period (in thousands) 3 307,342 $ 347,761 § 414780 $ 544420 $ 499011
Portfolio turnover 12.32% 6.31% 21.37% 67.15% 38.71%
Porifolio turnover excluding the proceeds from calls and
maturities of porifolio securities and the proceeds from
mortgage-backed securities paydowns 5.34% 6.31% 13.88% 15.48% 12.40%

(a) Based on average outstanding common shares of 39,668,486; 48,826,797, 56,277,276; 55,406,256; and 55,001,419 for the fiscal years ended
September 30, 2015; September 30, 2014; for the period from December 1, 2012 to September 30, 2013; and for the fiscal years ended November
30, 2012; and November 30, 2011, respectively.

(b) Period end market values provided by UBS Financial Services Incorporated of Puerto Rico, a dealer of the Fund's shares
and an affiliated party. The market values shown may reflect limited trading in the shares of the Fund.

(c) Based on average net assets applicable to comman sharehalders of $340,990,463; $374,109,342; $498,588,890; $524,179,618; and $470,223,135
for the fiscal years ended September 30, 2015; September 30, 2014; for the period from December 1, 2012 to September 30, 2013; and for the
fiscal years ended November 30, 2012; and November 30, 2011, respectively. Ratios for the period ended September 30, 2013 were annualized
using a 365 day base.

(d) Expenses include both operating and interest and leverage related expenses.

(e) The effect of the expenses waived for the fiscal years ended September 30, 2015; September 30, 2014, for the period from December 1, 2012 to
September 30, 2013; and for the fiscal years ended November 30, 2012; and November 30, 2011 was to decrease the expense ratios, thus
increasing the net investment income ratio to average net assets by 0.68%; 0.78%; 0.49%; 0.47%; and 0.46%, respectively.

(f) Dividends are assumed to be reinvested at the per share net asset value on the ex-dividend date. Investment return is not annualized
for the period from December 1, 2012 to September 30, 2013.



DESCRIPTION OF THE NOTES

The Notes will be issued by the Fund from time to time pursuant to the terms of a certain Depositary and Pledge
Agreement (the "Depositary Aglreement") between the Fund and UBS Trust PR, as issuing, paying, and transfer agent,
on behalf of the Fund, and as collateral agent, on behalf of the Noteholders (in both such capacities, the "Agent"{. The
100% Principal Protection Short-Term Notes have maturities of u8 to 270 days from their date of issuance, including
notes payable on demand (but not later than 270 days) and the 100% Principal Protection Medium-Term Notes have
maturitiés of over 270 days from their date of issuance. The Contingent / Partial Principal Protection Notes may have
maturities of any length of time.

~ The Notes whose terms provide that the Fund will be obli%ated to fully repay the original principal amount at
maturity and will be collateralized in an amount equal to their full outstanding principal amount shall hereinafter be
referred to, with respect to such Short-Term Notes, as the "100% Principal Protection Short-Term Notes;" with respect
to the Medium-Term Notes, hereinafter referred to as the "100% Principal Protection Medium-Term Notes;" and bot
collectively, the "100% Principal Protection Notes." The Notes whose terms do not obligate the Fund to the full
repayment of the er%lnal principal amount at maturity and may or may not be collateralized in an amount equal to their
outstanding principal amount (as will be further specified in the applicable Product Supplement) shall be referred to as
the "Contingent / Partial Principal Protection Notes."

o _This Offering Circular includes a summary of certain provisions of the Depositary Agreement and is qualified
in its entirety by reference to the actual provisions thereof. The Depositary Agreement may be inspected by Noteholders
during business hours and upon reasonable notice at the office of the Agent. See "THE AGENT" herein.

Types of Notes the Fund May Issue

The Fund may issue different tﬁpes of Notes, as described below. Any given Note may have elements of each
of the type of debt securities described below. For example, a Note may bear interest at a fixed rate for some periods
and at 4 floating rate in others. Similarly, a Note may provide for a payment of principal at maturity linked to an index
and also bear interest at a fixed or floating rate.

Fixed Rated Notes

A Note of this typlg: will bear interest at a fixed rate described in a supplement to this Offering Circular (each
a "Product Supplement"). This tyge includes zero coupon Notes, which bear no interest and are instead issued at a price
lower than the principal amount.” See "Original Issue Discount Debt Securities" below for more information about zero
coupon and other original issue discount Notes.

Each fixed rate Note, except any zero coupon Note, will bear interest from its original issue date or from the
most recent date to which interest on the Note has been paid or made available for payment.” Interest will accrue on the
principal of a fixed rate Note at the fixed yearly rate stated in the applicable Product Supplement, until the principal is
paid or made available for payment or the security has been converted or exchanged. Each payment of interest due on
an interest payment date or the date of maturity will include interest accrued from and including the last date to which
interest has béen paid, or made available for payment, or from the issue date if none has been paid or made available for
payment, to but excluding the interest payment date or the date of maturity. The Fund will compute interest on fixed
rafe Notes on the basis of a 360-day year of twelve 30-day months and the actual number of days elapsed in any period
of less than one month, unless otherwise specified in the applicable Product Supplement. The Fund will pay inferest on
each interest payment date and at maturity.

Floating Rate Notes

) Interest Rate Formulas. A Note of this type will bear interest at rates that are determined by reference to an
interest rafe Tormula. In some cases, the rates may also be adjusted by adding or subtracting a spread or multiplying by
a spread multiplier and may be subject to a minimum rate or a maximum rate. If your Note is a floating rate debt
security, the formula and any adjustments that apply to the interest rate will be specified in the relevant confirmation for
any given transaction or the applicable Product Supplement.

) Each floating rate Note will bear interest from its original issue date or from the most recent date to which
interest on the Note has been paid or made available for payment. Interest will accrue on the principal of a floating rate
Note at the. yearl}ll rate determined according to the interest rate formula stated in the applicable Product Supplement
u{ml %e' rincipal is paid or made available for payment. The Fund will pay interest on each interest payment date and
at maturity.

_Calculation of Interest. Calculations relating to floating rate Notes will be made by UBS Trust PR, as
calculation agent or any other calculation agent selected by the Fund (the "Calculation Agent"). Absent manifest error,
acll ldetlerr.mnaAtlons of the calculation will be final and binding on you and us, without any liability on the part of the

alculation Agent.

. For each floating rate Note, the Calculation Agent will determine, on the corresponding interest calculation or
determination date, as described in the E:RphcabLe Product Suﬁplement, the interest rate that takes effect on each interest
reset date. In addition, the Calculation Agent will calculate the amount of interest that has accrued during each interest
period ﬁl .., the period from and including the original issue date, or the last date to which interest has been paid or made
available for payment, to but excluding the payment date). For each interest period, the Calculation %ent will calculate
the amount of accrued interest by mulfiplying the face or other specified amount of the floating rate Note by an accrued
interest factor for the interest period. This factor will equal the sum of the interest factors calculated for each day during
the interest period. The interest factor for each day will be expressed as a decimal and will be calculated by dividing
the interest rate, also exgl)ressed as a decimal, applicable to that day by 360 or by the actual number of days in the year,
as will be specified in the relevant confirmation for any given transaction or the applicable Product Supplement.
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- Upon the re%\l]lest of the holder of any floating rate Note, the Calculation Agent will provide the interest rate
then in effect for that Note and, if determined, the interest rate that will become effective on the next interest reset date.
The Calculation Agent's determination of any interest rate, and its calculation of the amount of interest for any interest
period, will be final and binding in the absence of manifest error.

CAll percenta%es resulting from any calculation relating to a Note will be rounded upward or downward, as
appropriate, to the next higher or lower one hundred-thousandth of a percentage g)omt, e.g.,9.876541% (or 0.09876541)
being rounded down to 9.87654% (or 0.0987654) and 9.876545% (or 0.09876545) being rounded up to 9.87655% (or
0.0987655). All amounts used in or resulting from any calculation relating to a floating rate Note will be rounded
upward or downward, as appropriate, to the nearest cent, in the case of U.S. dollars, or to the nearest corresponding
hundredth of a unit, in the case of a currency other than U.S. dollars, with one-half cent or one-half of a corresponding
hundredth of a unit or more being rounded upward.

In determining the base rate that applies to a floating rate Note durinﬁ a particular interest dperiQd, the
Calculation A%)ent may obtain rate qlllotes from various banks or dealers active in the relevant market, as described in
the applicable Product Supplement. Those reference banks and dealers may include the Calculation Agent itself and its
affiliates, as well as anﬁ/ underwriter, dealer or agent tpartlclpatlng in the distribution of the relevant floating rate Notes
and its affiliates, and they may include the Fund or its affiliates.

Indexed Notes

A Note of this type provides that the principal amount payable at its maturity, and/or the amount of interest
payable on an interest payment date, will be determined by reference to the following:

securities of one or more issuers;

one or more currencies;

one or more commodities; . . .

any other financial, economic or other measure or instrument, including the occurrence or
nonoccurrence of any event or circumstance; and/or

. one or more indices or baskets of the items described above.

~ If you are a holder of an indexed Note, you may receive an amount at maturity (including upon acceleration
following an event of default) that is greater than or less than the face amount of your Note depending upon the formula
used to determine the amount payable and the value of the applicable index at maturity. The value of the applicable
index will fluctuate over time.

An indexed Note may %)rovide either for cash settlement or for physical settlement by delivery of the underlying

groperty or another property of the t%/pe listed above. An indexed Note may also provide that the form of settlement may
e detérmined at our option or at the holder's option. Some indexed Notes may be convertible, exercisable or
exchangeable, at our option or the holder's option, into or for securities of an issuer other than the Fund. If you purchase
an indexed Note, your Product Supplement will include information about the relevant index, about how amounts that
are to become pa%able will be determined by reference to the price or value of that index and about the terms on which
the security may be settled physically or in cash. The Product Supplement will also identify the calculation agent that

will calculate the amounts payable with respect to the indexed Note and may exercise significant discretion in doing so.
Original Issue Discount Notes

] A fixed rate Note, a floating rate Note, or an indexed Note may be an original issue discount Note. A Note of
this type is issued at a price lower than its principal amount and provides that, upon redemption or acceleration of its
I13]1atur1ty, an amount less than its principal amount will be payable. An original issue discount Note may be a zero coupon

ote.

100% Principal Protection Short-Term Notes

_ Maturities. The 100% Principal Protection Short-Term Notes will have maturities of up to 270 days from their
date of issuance, and may include Notes payable on demand (but not later than 270 days).

. Form and Minimum Denominations. The 100% Principa] Protection Short-Term Notes will only be issued in
registered form without coupons. The 100% Principal Protection Short-Term Notes will be issued in minimum
denominations of $1,000 or as may otherwise be specitied in the relevant confirmation for any given transaction or the
applicable Product Supplement.

) Payment of Principal and Interest. The principal of the 100% Principal-Protection Short-Term Notes shall be
paid on the maturity date thereof upon presentation and surrender by the registered holder thereof or its duly authorized
representative at the principal office of the Agent prior to 12:00 noon, Atlantic Standard Time, or as otherwise provided
in the 100% Principal Protection Short-Term Note and in the relevant confirmation for any given transaction or the
applicable Product Supplement.

~ If presentation occurs after 12:00 noon, such payment shall be made on the next succeedin;fr Business Day.
"Business Day" shall mean any del?{ of the year, other than'a Saturday or Sunday, on which commercial banks are opén
for business in San Juan, Puerto Kico and’in New York, New York or as may be otherwise defined in the applicable
Product Supplement. Payment shall be b}ll)check mailed or delivered to such holder, or by wire transfer of immediately
available funds to the account designated by the holder, in the case of holders of at least $1,000,000 in principal amourit
of the 100% Principal Protection Short-Tefm Notes which are part of the same issue.

. Interest on the 100% Principal Protection Short-Term Notes shall be paid periodically or at maturity, as will
be specified in the relevant 100% Principal Protection Short-Term Note and in the relevant confirmation for any given
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transaction or the applicable Product Supplement. In the case of interest pa%flab_le Erior to the maturity of a_100%
Principal Protection Short-Term Note, such interest shall be paid to the person who is the registered holder of such Note
on the date specified in the Note and in the relevant confirmation for any given transaction or the applicable Product
Sup{)lement. In the case of interest payable at the maturity ofa 100% Principal Protection Short-Term Note, such interest
shall be paid together with the lgrlnc;pal of such Short-Term Note upon presentation and surrender of such Short-Term
Note. In the case of the 100% Principal Protection Short-Term Notes sold with a stated interest rate, such interest shall
be computed on the basis of a 360-day year of twelve 30-day months and the actual number of days elapsed in any period
of less than one month, unless otherwise specified in the Note and in the relevant confirmation for any given transaction
or the applicable Product Supplement.

Whenever any payment hereunder shall be stated to be due on a day which is not a Business Da%/, such payment
shall be made on the next Succeeding Business Day, and with respect to (Payments of principal (but not with respect to

payments of interest), such extension of time shall in such case be included in computing interest in connection with such
payment.

.. Redemption. The 100% Principal Protection Short-Term Notes will not be redeemable prior to their stated
maturities, unless otherwise provided in the corresponding Note and in the relevant confirmation for any given
transaction or the applicable Product Supplement.

Ratings on the 100% Principal Protection Short-Term Notes. Upon issuance, the 100% Principal Protection
Short-Term Notes will be rated "F 1+ by Fitch. As of the date hereof; there is no other Credit Rating Agency that rates
the 100% Principal Protection Short-Term Notes. No assurance can be given that the credit ratings assigned to the 100%
Principal Protection Short-Term Notes will remain in effect for any given period of time or that it will not be revised
downward or withdrawn entirely by Fitch if, in its sole j %ment, circumstances so warrant. The Fund may, at its sole
discretion, seek a credit rating from another Credit Rating Agency, provided such credit rating is within the'two highest
rating categories with respect to the 100% Principal Protection Short-Term Notes. See "RATINGS ON THE [00%
PRINCIPAL PROTECTION NOTES" herein and Appendix D herein, for a description of such credit ratings.

100% Principal Protection Medium-Term Notes

) Maturities. The 100% Principal Protection Medium-Term Notes will have maturities of over 270 days from
their date of issuance.

. . Form and Minimum Denominations. The 100% Principal Protection Medium-Term Notes will only be issued
in registered form without coupons. The [00% Principal Protection Medium-Term Notes will be issued in minimum
denominations of $1,000 or as may otherwise be specified in the relevant confirmation for any given transaction or the
applicable Product Supplement.

_ Payment of Principal and Interest. The principal of the 100% Principal Protection Medium-Term_Notes shall
be paid on the maturity date thereof upon presentation and surrender by the registered holder thereof or its duly
authorized re]t)resentatlve at the principal office of the Agent prior to 12:00 noon, Atlantic Standard Time, or as otherwise

rovided in the 100% Principal Protection Medium-Term Notes and in the relevant confirmation for any given
ransaction or the applicable Product Supplement.

If presentation occurs after 12:00 noon, such payment shall be made on the next succeeding Business Day.
Payment shall be by check mailed or delivered to such holder, or bﬁl wire transfer of immediately available funds to the
account designated by the holder, in the case of holders of at least $1,000,000 in principal amount of the 100% Principal
Protection Medium-Term Notes which are part of the same issue.

. Interest on the 100% Principal Protection Medium-Term Notes shall be Eaid periodically or at maturity, as will
be specified in the relevant 100% Principal Protection Medium-Term Note and the applicable Product Supplement. In
the case of interest payable prior to the maturity of a 100% Principal Protection Medium-Term Note, such interest shall
be paid to the person who is the registered holder of such 100% Principal Protection Medium-Term Note on the date
specified in the 100% Principal Protection Medium-Term Note and the applicable Product Supplement. In the case of
interest payable at the maturity of'a 100% Principal Protection Medium-Term Notes, such interest shall be paid together
with the {)rlnmpal_ of such 100% Principal Protection Medium-Term Note upon presentation and surrender of such 100%
Principal Protection Medium-Term Note. In the case of the 100% Principal Protection Medium-Term Notes sold with
a stated interest rate, such interest shall be computed on the basis of a 3 O—daK year of twelve 30-day months and the
actual number of days elapsed in any period of less than one month, unless otheérwise specified in the 100% Principal
Is’rote{:tlon Medium-Term Note or in the relevant confirmation for any given transaction or the applicable Product
upplement.

Whenever any payment hereunder shall be stated to be due on a day which is not a Business Day, such payment
shall be made on the next Succeeding Business Day, and with respect to (F_ayments of principal (but not with respect to
paymen%s ofinterest), such extension of time shall in such case be included in computing interest in connection with such
payment.

. Redemption. The 100% Principal Protection Medium-Term Notes may be redeemed prior to their stated
maturity at the option of the Fund at such times and at such prices as is provided in the corresponding Medium-Term
Note and in the relevant confirmation for any given transaction or the applicable Product Supplement.

. Ratings on the 100% Principal Protection Medium-Term Notes. Upon issuance, the 100% Principal Protection
Medium-Term Nofes will be rated "TAA™ by Fitch. As of the dafe hereof, there is no other Credit Rating Agency that
rates the 100% Principal Protection Medium-Term Notes. No assurance can be given that the credit ratings assigned to
the 100% Principal Protection Medium-Term Notes will remain in effect for any given period of time or that it will not
be revised downward or withdrawn entirely by Fitch if, in its sole judgment, circumstances so warrant. The Fund may,
at its sole discretion, seek a credit rating from another Credit Rating Agency, provided such credit rating is within the
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four highest ratin cateiories with respect to the 100% Principal Protection Medium-Term Notes. See "RATINGS ON
THE 100% PRINCIPAL PROTECTION NOTES" herein and Appendix D herein, for a description of such credit ratings.

Contingent / Partial Principal Protection Notes
Maturities. The Contingent / Partial Principal Protection Notes may have maturities of any length of time.
Form and Minimum Denominations. The Contingent / Partial Principal Protection Notes will only be issued

in registered form withouf coupons. The Contingent / Partial Principal Protection Notes will be issued in minimum
denominations of $1,000 or as may otherwise be specified in the applicable Product Supplement.

Payment of Principal and Interest. The principal of the Contin%ent / Partial Principal Protection Notes may pay
an amount that is greater than or less than the &)rlnmpal amount on the maturity date thereof l%pon resentation and
surrender by the registered holder thereof or its duly authorized representative at the }Jrlnc‘lpal office of the Agent prior
to 12:00 noon, Atlantic Standard Time, or as otherwise provided in the Contingent / Partial Principal Protection Note
and in the applicable Product Supplement.

If presentation occurs after 12:00 noon, such payment shall be made on the next succeeding Business Day.
Payment shall be tzly check mailed or delivered to such holder, or by wire transfer of immediately available funds to the
account designated by the holder, in the case of holders of at least $1,000,000 in principal amount of the Contingent /
Partial Principal Protection Notes which are part of the same issue.

_Interest on the Contingent / Partial Principal Protection Notes shall be paid periodically or at maturity, as will
be specified in the relevant corresponding Contingent / Partial Principal Protection Note and the applicablé Product
Supplement. Inthe case of interest paﬁab_le rior to the maturity of a Contingent / Partial Principal Protection Note, such
interest shall be paid to the person who is the registered holder of such Contingent / Partial Principal Protection Note
on the date specified in the Contingent / Partial Principal Protection Note and the applicable Product Sutpplement. In
the case of interest paa/able at the maturity of a _Contln/gent / Partial Prll’lc}l)pal Protection Note, such interest shall be paid
uBon presentation and surrender of such Contingent / Partial Principal Protection Note. In the case of the Contingent
/ Partial Principal Protection Notes sold with a stated interest rate, such interest shall be computed on the basis of a 360-
day year of twelve 30-day months and the actual number of days elapsed in any period of less than one month, unless
otherwise specified in the Contingent / Partial Principal Protection Note or in the applicable Product Supplement.

Whenever any payment hereunder shall be stated to be due on a day which is not a Business Da%/, such payment
shall be made on the next succeeding Business Day, and with respect to payments of principal (but not with respect to
payments of interest), such extension of time shall in such case be included in computing interest in connection with such
payment.

Redemption. The Contingent/ Partial Principal Protection Notes may be redeemed prior to their stated maturity
at the option of the Fund at such times and at such prices as is provided in the corresponding Contingent / Partial
Principal Protection Note and in the applicable Product Supplement.

No Ratings on the Contingent / Partial Principal Protection Notes. NEITHER THE FUND NOR THE
X(C)}II:ZIITICY TED BY ANY CREDIT RATING

Collateral for the Notes

. Each series of the Notes issued RX the Fund may be sepanate% collateralized by a pledge of certain Eligible
Securities , including among others, P.R. Mortgage-Backed Securities, P.R. Governmental Obligations, U.S. Treasury
Securities, and U.S. Government Agency Securities (each term as defined below). In the case of the 100% Principal
Protection Notes, they will be collateralized as to their full outstanding principal amount as provided before. In the case
ofthe Contlngient / Partial Principal Protection Notes, they will be collateralized in the manner provided in the applicable
Product Supplement. See "SECURITY FOR THE NOTES" herein.

Limitations on the Offering and Transfer of the Notes

The Notes will not be registered under the 1933 Act, nor under the securities laws of any state or jurisdiction,
and the Fund has not been registered under the 1940 Act. Consequently, the Notes may be sold, pledged, hypothecated.
or otherwise transferred exclusively to Puerto Rico Residents. All investors and transferees of the Notes are required
to represent in writing that the residency conditions to purchase are satisfied or, in the case of purchases through UBS
Financial Services Puerto Rico, to follow such other procedures as required by UBS Financial Services Puerto Rico for
determining residency. Appendix C to this Offeru&g Circular contains, in letter form, the substance of representations
that must be made by dealers appointed by the Fund (other than UBS Financial Services Puerto Rico; each hereinafter,
a "Dealer"). The Dealers will be contractually obligated to the Fund to obtain such letter of representation in proger
form. Any sale or transfer of the Notes to an investor or transferee (other than transfers by operation of law) who (i) has
not provided such a letter or (ii) in the case of transfers effected through UBS Financial Services Puerto Rico, has not
complied with such {)rocedur_es as maﬁl be required by UBS Financial Services Puerto Rico to establish Puerto Rico
resi enc¥, will be null and void. Noteholders who cease to be Puerto Rico Residents will no longer have available the
tax benetits that make the Fund an attractive investment, and within 30 days from ceasing to be Puerto Rico Residents,
such Noteholders have an obligation to notify the respective Dealer to liquidate their investment in the Notes as soon
as it becomes economically feasible to do so and to agree not to purchase more Notes. These restrictions shall remain
in effect until such time if any, as the Fund, the Dealer or the Investment Adviser shall determine, based on an opinion
of counsel, that the restrictions are no longer necessary in order to preserve an exemption for the Notes from the
registration requirements of the 1933 Act and for the Fund from the 1940 Act.
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~ . Upon due presentment for registration of transfer of any Note at the Agent's principal office, subject to the
restrictions set forth in the precedlnig paragraph, the Agent shall authenticate and deliver in the name of the transferee
or transferees a new Note or Notes of like tenor, of authorized denominations, bearing the same interest rate (if any), and
for a like aggregate principal amount, unless otherwise provided for in the Nofes and in the applicable Product
Supplement.” All Notes tpresented for registration of transfer shall be (2 duly endorsed or accompanied bly a written
instrument or instruments of transfer in form satisfactory to the Adge_nt, and duly executed by the registered holder thereof
or by the registered holder's du1¥ authorized attorney-in-fact, and (ii) accompanied by the representation letter described
above from the purported transteree of such Notes or, in the case of purchases through UBS Financial Services Puerto
Rico, in accordance with such other procedures as may be required by UBS Financial Services Puerto Rico to establish
Puerto Rico residency. Any holder desiring to transfer a Note shall be required to indemnify the Fund and the Agent
against any liability that may result if the transfer is not made in accordance with the provisions of the Note and of the
epositary Agreement. Any such registration of transfer shall be without charge, except that the Agent may require
payment of a sum sufficientto cover any tax or other governmental charge that may be imposed in relation thereto.

Certain Covenants

Under the Depositary Agreement, the Fund has covenanted with the Agent for the benefit of Noteholders,
among other things, as follows:

Negative Plecjige. The Fund will not create any lien or encumbrance on any of the securities o_wnedll\aly it other
than (i) the liens create %)ursuant to the Depositary Agreement for the benefit of the’holders of each series of Notes, and
(ii) liens on securities (other than securities pledged pursuant to the Depositary Agreement) created in connection with
reverse repurchase agreements and other borrowings by the Fund and in connection with hedging transactions.

~ Maximum Amount of the Notes. The Fund may not issue Notes of a series on any day if, after giving effect to
such issuance and to any payment of the Notes of such series to be made on that day, the 'sum of (i) the aggregate
grlnmpal amount of outstanding Notes of such series on such day, plus (ii) the a%lgre ate principal amount ot other
orrowings by the Fund, including borrowings resulting from the iSsuance of any other debt securities, preferred stock,
and other forms of leverage, borrowings for emporar%/ or emergencg purposes, and borrowings in the form of reverse
repurchase agreements (such an amount the " g:fvrega e Borrowing ase}:g’, exceeds an amount equal to 50% of the fair
market value of the assets of the Fund on such¢ a(}jf, plus an additional 5% of total assets for temporary or emergency
purposes. In the case of certain zero-coupon or indexed Notes in connection with which the Fun hedghes its exposure
onl the_grlnglpal amount of such Notes may be required to be included in such calculation. Any such hedges woul
be described in the appshcable Product Supplément. Under its investment policies, which may be changed by the Fund's
holders of Common_Stock without the consent of the Noteholders, the Fund may not iSsue preferred “stock, debt
securities, and other forms of leverage which represent over 50% of its total assets immediately after the issuance of such
securities provided that the Fund may borrow an additional 5% of total assets for temporary or emergency purposes, as
specified under "INVESTMENT RESTRICTIONS" section herein.

. Inaddition to the covenants contained in the Depositary Agreement, the Fund has undertaken to comply with
additional covenants established by a Credit Rating Agency, in order to satisfy its requirements for purposes of issuing
or maintaining a credit rating on the Notes. These covenants may be changed at any time by agreement between the
Fund and a Credit Rating Agency then rating the Notes.

Events of Default; Remedies

If (i) on any Cure Date (as defined below), the sum of the Discounted Value (as defined below) of the Pledg_ed
Collateral (as defined below) securm% any series of Notes issued by the Fund plus cash on deposit in the Liquidit
Account (as defined below), if any, is Iess than the correspondmg Collateral Maintenance Amount (as defined below);
(112 certain events of bankruptcy or insolvency with respect to the Fund shall occur; or (fm the Fund shall fail to pay
nterest on or the principal of any Note of such series as it becomes due (each an "Event of Default"), then (A) the Fund
may not issue any additional Notes, and (B) the Agent may exercise in respect of the Pledged Collateral securing such
series all the righits and remedies of a secured party under the Puerto Rico Commercial Transactions Act, as amended,
includin, selh%% the Pledged Collateral in accordance with Puerto Rico law, to the extent required to an Notes as the
become due. The maturities of the Notes are not subject to acceleration upon the occurrence of an Event of Default.
Holders of a majority in ag%regate principal amount of the issued and outstanding Notes of the affected series may waive
any Event of Default and 1fs consequences, other than a failure to pay interest on or the principal of any Note. Asused
herein, the term "Liquidity Account" shall mean any segregated account established by the Fund at its sole discretion
and maintained with the Agent in the name of the Agent for the benefit of the holders of any single series of Notes.

Amendment of the Depositary Agreement

The Depositary Agreement may be amended through an agreement between the Fund and the Agent, provided
that no amendment maﬁ adversely affect the rights of the corresponding holders of outstanding Notes, except as
described under "SECURITY FOR THE NOTES - Maintenance of Minimum Amount of Collateral." The covenants
described above (excegt the limitation on debt imposed by the Fund's investment policies) are subject to change or
elimination by the Fund (with the consent of Fitch or any other Credit Rating Agency rating the Notes in the future, with
respect to the 100% Principal Protection Notes), without notice to, or with the consent of, any Noteholder. In the case
of the 100% Principal Protection Notes, their ratings may be revised downward or withdrawn if Fitch, does not agree
to any such change or elimination of the covenants described above.

The Fund has agreed to indemnify the Agent with respect to certain liabilities, in connection with the
performance of its duties under the Depositary Agreement.
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SECURITY FOR THE NOTES

Pursuant to the Deh)osnary Agreement, the Fund has covenanted to comply, so long as any Notes are
outstanding, with certain collateral and credit requirements applicable to the Notes as well as certain” operational
covenants. Moreover, so long as any credit rating assigned to any of the Notes b(%/ any Credit Rating Agency is in effect
the Fund must comply with the rating criteria and guidelines, which corresponds to the credit rating assigned to any of
the Notes; according 3{, the Fund will also compllg with the Fitch rating criteria and guidelines which correspond to an
"F1+" and "AA" credit rating assigned to the 100% Principal Protection Short-Term Notes and the 100% Principal
Protection Medium-Term Notes, respectively. Such Fitch rating criteria and guidelines are publicly available at
g\ivg&)/.gé%h(r%t(l)%gs.com or by contacting Fitch at 33 Whitehall Street, New York, New York 10004; telephone number

) No assurance can be given that the credit ratings assigned to the 100% Principal Protection Notes will remain

in effect for any given period ot time or that it will not be revised downward or withdrawn entirely by Fitch if, in its sole

judgment, circumstances so warrant. The Fund may, at its sole discretion, seek a credit rating from another Credit Ratin,

Agency, provided such credit ratm%‘ls within thé two highest rating categories with respect to the 100% Principa

K/fo(tif;c 10% Shorlt\-ITerm Notes, or within the four highest rating categories with respect to the 100% Principal Protection
edium-lerm Notes.

-With regards to any series of Contingent / Partial Principal Protection Notes which are collateralized as to all
ora Iportlon of their outstanding principal amount, the Fund will com;i‘lir[wnh the collateral requirements provided in the
applicable Product Supplement. NEITHER THE FUND NOR E CONTINGENT/PARTIAL PRINCIPAL

OTECTION NOTES ARE RATED BY ANY RATING AGENCY.

Eligible Securities. In accordance with the terms and conditions of the Degositary Agreement, the Fund may
grant a security interest over certain collateral (lthe "Pledged Collateral™) to secure the payment of each specific series
of Notes issue b?/ it. Each pool of Pledged Collateral will secure onl¥ the corresponding Series of Notes for the benefit
of which such collateral has been pledged and not any other series of Notes or other debt security issued by the Fund.
In the case of the 100% Principal Protection Notes, they will be collateralized in an amount equivalent to their
full outstanding principal amount. In the case of ti1§ ontingent / Partial Principal Protection Notes, they will
be collateralized in the manner provided in the applicable Product Supplement.

. The Ple_dﬁed Collateral will consist of one or more of the following (tjypes of investment securities (the "Eligible

Securities"), which will be subject to the application of discount factors and concentration limits designed to take into

consideration the relative credit risk and market risk of each tyﬁ)e of security, as provided by the rating criteria and
uidelines applicable to the specific credit ratm/% assigned to the 100% Principal Protection Notes by any Credit Rating

8 genlcy or, 1;solely in the case of the Contingent /Partial Principal Protection Notes, as specified in the applicable Product
upplement:

8} U.S. Treasury Securities, defined as direct obligations of, and obligations fully guaranteed by, the U.S.
overnment;

(i1) U.S. Government Agency Securities, defined as direct obligations of, and obligations fully guaranteed by
%ny agte;ncy or instrumentality of the U.S. Government, including Puerto Rico GNMA Mortgage-Backé
ecurities;

(iii) U.S. Municipal Securities, defined as securities issued by a state of the U.S. and its political subdivisions,
agencies and instrumentalities;

(iv) U.S. Taxable MortI%a e-Backed Securities ("U.S. Taxable MBS"), defined as mortgage-backed securities
1ssued by the Federal National Mortgage Association ("FNMA") or guaranteed by the Federal Home Loan
Mortgage Corporation ("FHLMC");

(v) P.R. Mortgage-Backed Securities, defined as securities representing interests in pools of mortgages on

residential real property located in Puerto Rico, insured by the Federal Housing Administration or the Veterans

Administration, which securities are guaranteed as to the timely pzi:yment of principal and interest by the

Government National Mortgage Association ("GNMA"%, FNMA; or FHLMC, and the interest of which  may

% ﬂa ﬁoté)edexempt from taxation under Section 1022{b) of the 1994 P.R. Code or Section 1031.02 of the
.R. Code;

(V% P.R. Governmental Obligations, defined as obligations issued by Puerto Rico and its political subdivisions
nd instrumentalities;

(vii) Collateralized Mortgage Obligations ("CMOs"), defined as securities representing interests in or
collateralized by mortgages on residential real estate;

(viii) preferred stock, defined as capital stock of a class that is preferred as to the Ipayrr_lent of dividends or as
to the distribution of assets upon liquidation or dissolution over any other class of capital stock; and

(ix) other securities which may be designated as "Eligible Securities" in the future by the Fund, with the
approval of the Credit Rating Agency.

. Additional information with respect to the types of investment securities acceptable as Eligible Securities and
the discount factors and concentration limits applicable to an "F1+" credit rating assigned to the 100% Principal
Protection Short-Term Notes and an "AA'" credit rating assigned to the 100% Principal Protection Medium-Term Notes,
is pubhc})y available from Fitch at www.fitchratings.com or by contacting Fitch at 33 Whitehall Street, New York, New
York 10004; telephone number (212) 908-0500.
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Maintenance of Minimum Amount of Collateral. Pursuant to the Depositary Agreement, the Fund has
covenanted that, so long as any Notes are outstanding, the Discounted Value gas defined below) of the Pledged Collateral
securm% the Notes of the same series issued by the Fund will not be less than the corresponding "Collateral Maintenance
Amount," defined as El) in the case of the 100% Principa] Protection Medium-Term Notes of any such series, the
pr1nc1pa1_ amount of all outstanding 100% Principal Protection Medium-Term Notes of such series plus the amount of
interest, if any, accrued or accruing during the 90-day period following the date on a weekly basis on which the Pledged
Collateral is valued (the "Valuation Date'ﬁ and unpaid on all such outstanding 100% Principal Protection Medium-Term
Notes of such series;_(ii) in the case of the 100% Principal Protection Short-Term Notes, the principal amount of all
outstanding 100% Principal Protection Short-Term Notes for such series plus the amount of interest, if any, accrued or
accruing durln%)and unpaid on all such outstanding 100% Principal Protection Short-Term Notes of such series; and (iii)
with respect to both the 100%, Principal Protection Short-Term Notes and the 100% Principal Protection Medium-Term
Notes, any other amounts which may be established by the rating criteria and guidelines established by a Credit Rating

Agency.

In the case of certain zero-coupon or indexed 100% Principal Protection Notes in connection with which the
Fund hedges its exposure, only the principal amount of such 100% Principal Protection Notes will be required to be
included 1n such calculation. As a result, it is not required that the Collateral Maintenance Amount include accrued
interest on such zero-coupon or indexed 100% Principal Protection Notes, and therefore, such accrued interest is not
secured by the Pledged Collateral.

) With respect to the Contingent / Partial Principal Protection Notes, the Collateral Maintenance Amount will

include the portion of the aggregate pr1nc1ga1 amount of any series of any Contingent / Partial Principal Protection Notes

gbas gel% aSs an}i 1nter§[st to accrue or accrued thereon) which'the Fund has specified will be collateralized in the applicable
roduct Supplement.

The "Discounted Value" of any item of Eligible Securities will be equal to (i) its fair market value, determined
by the Fund in accordance with its customary valuation procedures described in the section entitled "VALUATION OF
E FUND'S ASSETS" herein, (ii) divided by certain discount factors, and (iii) as further adjusted by certain
concentration limits designed to take into considération the relative credit and market risks of each t}gae,of the Eligible
Securities. Such discount factors and concentration limits are established in the rating criteria and guidelines applicable
to the specific credit ratings assigned to the 100% Principal Protection Notes b}ll any Credit Rating Agency or, solely in
the case of the Contingent / Partial Principal Protection Notes, in the applicable Product Supplement. They may also
be amended by such Credit Ratln% Agency at its sole discretion at any time, without the Fund's consent, thereby affecting
the types and amounts of Pledged Collateral securing the repayment of any series of rated Notes at any given point in
time:

_ In order to ensure compliance with this "Collateral Maintenance Amount" covenant, the Agent is required to
determine on each Valuation Date, whether the Discounted Value of the Pledged Collateral securm% any specific series
of Notes issued by the Fund equals or exceeds the corres;f))ondm Collateral Maintenance Amount. In the event that the
Agent determines that the Discounted Value of such Pledged Collateral is less than the corresponding Collateral

aintenance Amount, the Fund will be required, on or before the fifth (5™) business da]y after such Valuation Date, to
deliver additional Ehgflble Securities to the Agent or direct the Agent to sell Pledged Collateral and deposit the proceeds
or any portion thereof with the Agent so as to cause the Discounted Value of such Pledged Collateral as of a date not
%\E/t[ter than sucg fifth (5™) business day (the "Cure Date") to be equal to or greater than the corresponding Collateral
aintenance Amount.

In the event that on any Cure Date the Discounted Value of the Pledged Collateral securing a particular series
of Notes issued by the Fund is less than the corresponding Collateral Maintenance Amount applicable to that series, the
Fund shall be required to liquidate Pledged Collateral as necessary to 8a3/ all outstanding Notes of the series as they
become due. The Fund shall also be prohibited from issuing additional 100% Principal Protection Notes unless and until
it shall have received a letter from a Credit Rating Agency confirming that such Notes will be rated within the two
highest rating categories with respect to the 100% Principal Protection Short-Term Notes, or within the four highest
rafing categories with respect to the 100% Principal Protection Medium-Term Notes. The different maturities of the
Notes are not subject to acceleration under these or any other circumstances.

) Proceeds from the sale or other disposition of such Pledged Collateral will be apportioned and paid on a pro-rata
basis to all Noteholders of a specific series of Notes, such prorafion calculation taking into consideration gl) in the case
of the 100% Principal Protection Notes, solely the aggreﬁ?te principal amount outstandln% and accrued interest, if any,
of all Notes of any sI}))e_mﬁc series at the time of sale or other disposition of Pledged Collateral; or %18 in the case of the
Contingent / Partial Principal Protection Notes, the collateralization amount for any specific issue of Contingent / Partial
Principal Protection Notes divided by the aggregate collateralization amount for all issues of Contingent / Partial
Principal Protection Notes, at the time of sale of other disposition of the Pledged Collateral.

_ Substitution and Sale of Collateral. The Fund is permitted to substitute Pled%ed Collateral with other Eligible
Securities and to direct the Agent to sell Pledged Collateral and deliver the proceeds thereof to the Fund free and clear
of'the lien created under the Depositary Agreement, so long as the Discounted Value of the Pledged Collateral securing
the affected series as of the immediately precedln% Valuation Date or Cure Date is at least equal to the corresponding
Collateral Maintenance Amount, after giving effect to such substitution or sale and to other substitutions and sales since

the immediately preceding Valuation Date or Cure Date.
INVESTMENT OBJECTIVE AND POLICIES OF THE FUND

. The Fund's investment objective is to provide investors in its Common Stock with current income, consistent
with the preservation of capital. No assurance can be given that the Fund will achieve its investment objective.

. In seeking to achieve its investment objective, the Fund normally invests at least 67% of its total assets in
securities issued by Puerto Rico entities. These include securities issued by the Commonwealth of Puerto Rico and its
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political subdivisions, organizations, agencies, and instrumentalities, Puerto Rico mortgage-backed and asset-backed
securities, cor&)qrate obligations and preferred stock of Puerto Rico entities, and other Puerto Rico securities that the
Investment Adviser may select, consistent with the Fund's investment objective and policies (all such types of securities
collectively referred toas the "Puerto Rico Securities").

) Currently, the Puerto Rico bond market is experiencing a period of increased volatility, with Puerto Rico bonds
trading at lower prices and higher yields compared to benchmarks of the prior two (2) years. It is expected that such
increased volatility will continue in view of the continuing deterioration of the Puerto Rico economy and the fiscal
stability of the Government of Puerto Rico, as well as its infention to restructure its debt. Because the Fund invests a
substantial portion of its assets in Puerto Rico bonds, the Fund's investment in securities issued by Puerto Rico
entities may currently account for less than 67% of its total assets. The OCFI has granted to the Fund a
temporary regulatory waiver from such Puerto Rico investment requirement through January 31, 2016 or such
other later date which may be approved by the OCFI. Itis the Fund's intention to maintain compliance therewith
as market conditions permit, though there is no assurance the Fund will be able to do so.

.. The Fund may investup to 33% of its total assets in securities issued by non-Puerto Rico entities. These include
securities issued or guaranteed by the U.S. Government, its agencies and instrumentalities, non-Puerto Rico
mortgage-backed and asset-backed securities, corporate obligations and preferred stock of non-Puerto Rico entities,
municipal securities of issuers within the U.S., and other non-Puerto Rico securities that the Investment Adviser may
select, consistent with the Fund's investment objective and policies.

At least 95% of the Fund's total assets are invested in securities that, at the time of purchase, are rated "AAA"
by S&P, "AAA" by Fitch, or "Aaa" by Moody's, or that are comparably rated by a Credit Ratin Agenc%/, or which the
Investment Adviser may determine to be of comparable credit quality (1.e., those that are backed by a letter of credit or
other forms of corporate or governmental guarantees, the issuer of which has received an equivalent short-term or long-
term credit rating, as applicable). Currently, most of the bonds issued by the Government of Puerto Rico and its
instrumentalities do not carry an investment-grade credit rating. In view of this, the Fund’s ability to comply with
this investment policy will be constrained. See "RISK FACTORS AND SPECIAL CONSIDERATIONS - General"
above. The Fund will not make additional investments in lower-rated securities if, at the time of a proposed purchase,
more than 5% of its assets would be invested in such securities. See Appendix D for further information regarding
Fitch's, S&P's, and Moody's ratings.

) Changes in economic conditions or other circumstances are more likely to lead to a weakened c_a}ﬂacity for
issuers_of lower-rated securities to make principal and interest fpayme;n,ts than is the case for issuers of higher grade
securities. Subsequent to its purchase by the Fund, an issue of securities may cease to be rated or its rating may be
reduced below the minimum ratm%:requlred for purchase by the Fund. The Investment Adviser will consider such an
event in determining whether the Fund should continue to’hold the obligation. In making such a determination, the
Investment Adviser will consider such factors in its assessment of the credit quality of the issuer of the security and the
price at which the security could be sold.

. The average maturity and duration of the Fund's portfolio securities will vary based upon the Investment
Adviser's assessment of economic and market conditions, The net asset value of the Shares of common stock of a
closed-end investment company, such as the Fund, which invests primarily in fixed-income securities, changes as the

eneral levels of interest rates fluctuate. When interest rates decline, the value of fixed-income securities can be expected
o rise. Conversely, when interest rates rise, the value of fixed-income securities can be expected to decline. Prices of
longer-term securities generally fluctuate more in response to interest rate changes than do those of short-term or
medium-term securities. These'changes in net asset value ml%ht be greater in the case of an investment company having
a leveraged capital structure, such as the Fund. See "SPECIAL LEVERAGE CONSIDERATIONS" herein.

The Fund's investment objective and certain investment policies are fundamental policies that may not be
changed unless authorized by a maj orl‘% or in some cases, a supermajority) of the holders of the Fund's outstandlng
shares of Common Stock and by the OCFI, However, subject to Puerto Rico law, all other investment policies an
limitations may be chan%ed bKIt e Board of Directors without the approval of either the holders of Common Stock or
the OCFI. Se¢ "INVESTMENT RESTRICTIONS" herein.

Set forth below is a description of the various types of securities in which the Fund may invest.

Mortgage-Backed Securities. Mortgage-backed securities represent direct or indirect gartlcyFatlons in, or are
secured by and are pagable from, mprtﬁage loans secured by real property (["Mortga%ejBacked ecurities"). Investors
in Mortgage-Backed Securities typically receive interest and principal on the underlying mortg?ige loans (and/or any
related credit su&port). The Fund's investments_in Mortgage-Backed Securities will be considered as Puerto Rico
Securities when the underlK/l[ng assets are substantially comprised of mortgages over real property located within Puerto
Rico. See "Appendix B - Mortgage- Backed Securifies" herein.

Investments in Mortgage-Backed Securities include those issued or guaranteed tiy GNMA, FNMA, or FHLMC,
as well as Mortgage-Backed Securities that are not guaranteed or issued by GNMA, FNMA, FHLMC, or any other
overnment agency ("Private Label Mortgage-Backed Securities"), and in either case may include CMOs. Private Label
ortgage-Backed Securities are issued 1n connection with a securitization and represent a beneficial interest in a
R/r{lva ely sponsored trust or other entity, the assets of which are mortgage loans or GNMA, FNMA, FHLMC, or other
ortgage-Backed Securities, including CMOs. See "RISK FACTORS AND SPECIAL CONSIDERATIONS" herein.

GNMA Mortgage-Backed Securities include securities which are backed by mortgage loans insured by the
Federal Housing Administration or guaranteed by the Veterans Administration, and which consist of mortgage-backed
certificates with respect to pools of such mortﬁages guaranteed as to the timely payment of principal and interest by the
GNMA. That guarantee is backed by the full faith and credit of the U.S.
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FNMA Mortgage-Backed Securities represent a beneficial ownership interest in one or more pools of mortgage
loans, which may be insured by the Federal Housing Administration or the Veterans Administration, or which may not
be insured or guaranteed by any governmental agency. FHLMC Mortgage-Backed Securities represent direct or indirect
participations in, and are payable from, conventional residential mortgage loans. FNMA's and FHLMC's obligations
with respect to their Mortgage-Backed Securities are not backed by the full faith and credit of the U.S., but are
considered to present minimal credit risks.

__ CMOs are multiple-class Mortgage-Backed Securities. Some CMOs are directly supported by other CMOs
which in turn are supported by pools of mortgage loans. Investors in such securities typically receive payments out of
the interest and principal on the underlying mortgage loans. The portions of these payments that investors receive, as
well as the priority of their rights to receive %Kments are determined by the specific terms of the CMO class. CMOs
ilnvolve special risks. See "RISK FACTORS AND SPECIAL CONSIDERATIONS — Mortgage-Backed Securities"

erein.

) The type of GNMA, FNMA, FHLMC and certain other Mortgage-Backed Securities in which the Fund may
invest are described in more detail in "Appendix B— Mortgage-Backed Securities." Not all types of Mortgage-Backed
Securities are currently available in Puerto Rico.

Municipal Obligations. Municipal obligations are debt obligations or similar securities issued by or on behalf
of Puerto Rico, a State of the U.S., or any of their respective political subdivisions, organizations, agencies, or
instrumentalities, or by multi-state agencies or authorities, the interest on which is, in the opinion of Fund counsel,
wholly or partially exempt from income tax (the "Municipal Obligations"). Municipal Obligations are issued for various
ﬁubhc purposes, including construction of public or privately-operated facilities, such as airports, bridges, hospitals

ousing, mass transportation, schools, streets, and water and sewer works. Other public purposes for which Municipal
Obligations may be issued include refinancing outstanding obligations and obtaining funds for general operating
expenses and for loans to other public institutions and facilities. Puerto Rico Mummqal bligations encompass various
types of Puerto Rico tax-exempt obligations including, for exam%)le both general obligation bonds and revenue bonds,
as well as industrial development bonds issued for the benefit of Puerto Rico or non-Puerto Rico corporations in
connection with projects located inside or outside of Puerto Rico. The types of Municipal Obligations in which the Fund
may invest, and certain of the risks attached thereto, are described in Appendix A to this Offering Circular, Not all of
such types of Municipal Obligations are currently available in Puerto Rico. See "Appendix A — Types of Municipal
Obligations" herein.

U.S. Government Securities. The Fund may invest in U.S. Government securities. These include securities
that are issued or guaranteed by the U.S. Government, such as U.S. Treasury bills, U.S. Treasury notes, and U.S.
Treasury bonds, or that are issuéd or guaranteed by its a§6n01es or instrumentalities, such as obligations of the Federal
Home Loan Bank, which are supported by the right of the issuer to borrow from the U.S. Treasury, and obligations of
the Federal Intermediate Credit Banks, which are supported only by the credit of the issuer. The Fund may also invest
in repurchase agreements secured by such securities, as further described herein.

__ Asset-Backed Securities. The Fund may invest in various t%/%es of asset-backed securities ("Asset-Backed
Securltles"%. The securitization techniques used in the context of Asset-Backed Securities are similar to those used for
Mortgage-Backed Securities._ The receivables suppqrtlnff’ Asset-Backed Securities }f)resenﬂy are primarily home equity
mortgage loans and automobile and credit card receivables, but may also consist of other types of obligations. Asset-
Backed Securities and the underlying receivables are not generallyinsured or guaranteed by any government agency.
However, in certain cases, such securities are collateralized b§ loans guaranteed by the U.S. Small Business
Administration ("SBA"). SBA is an independent agency of the U.S.

SBA guarantees the payment of principal and interest on portions of loans made by private lenders to certain
small businesses. The loans are generally commercial loans such as workmgsca ital loans and equipment loans. SBA
is authorized to issue from time to time, through its fiscal and transfer agent, SBA-guaranteed participation certificates
evidencing fractional undivided interests in pools of these SBA-guaranteed portions of loans made by private lenders.
SB&‘\‘S uarafntl(lae I(_)If Ssuch certificates, and its guarantee of a portion of the underlying loan, are backed by the full faith
and credit of the U.S.

) _Asset-Backed Securities will be considered Puerto Rico Asset-Backed Securities when the securitization vehicle
is or%amze_d under the laws of Puerto Rico or, regardless of where organized, when a majority of the underlying assets
are obligations of Puerto Rico Residents.

o Preferred Stock. Preferred stock %enerally has priority over common stock with respect to payment of
dividends and upon liquidation, but does not have the Sel’llOI‘lt%’)O a debt instrument in an issuer's capital structure in
terms of claims to corporate income and liquidation payments. Preferred stock may have a fixed dividend rate and ma
not participate in any profits of the issuer above such dividend rate, in which case it is referred to as "non-participating,”
or it may participate in some or all of the profits of the issuer, in which case it is referred to as "participating." Preferre
stock ma¥ be perpetual, with no mandatory redemption date, or issued with a mandatory redemption date. It may also
be callable or redeemable at the option of the issuer after a certain period of time. Issuers of preferred stock are not
required to pay dividends on the preferred stock, even if they have sufficient funds to pay dividends, although they are
usually prohibited from paying dividends on their common stock unless all or some prefeired dividends have been paid.
Preferred dividends may be "cumulative" or "non-cumulative." If dividends are cumulative and theY' are not declared
and paid at their regularly scheduled time, such dividends must generally be paid when the issuer is liquidated, before
an% assets may be distributed to holders of the issuer's common stock. If dividends are non-cumulative, they never have
to be paid if they are not declared; however, as mentioned above, the issuer maﬁbe prohibited from paying dividends
on their common stock unless all or some preferred dividends have been paid. Holders of preferred stock do not have
the right to precipitate bankruptcy ﬁhn%s or collection activities in the event of missed dividend payments. Preferred
stock may be convertible into comimon stock of the issuer or into some other security, or it may non-convertible. Holders
of preferred stock usually have no voting rights, except in cases where preferred dividends have been unpaid for a certain
period, in which case holders of preferred stock usually have the right to elect certain representatives to the board of
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directors of the issuer. Most of the,greferred stock of Puerto Rico issuers currently available in the market is non-
cumulative, non-voting, non-convertible, and non-participating, and pays dividends ata fixed dividend rate on a monthly
basis. Most of the preferred stock of Puerto Rico issuers currently available in the market is issued by bank holding
companies.

Corporate Obligations. Corporate obligations are debt obligations or similar securities issued by or on behalf
of a corporation.

.~ Other Investment Practices. Certain of the other investment practices in which the Fund may engage are
described below. If the Fund issues preferred stock, debt securities, and other forms of leverage and seeks to obtain a
credit rating of such preferred stock, debt securities, and other forms of leverage, any credit rating agency issuing such
rating may, as a condition thereof, impose additional asset coverage or other requiremients, which may restrict the Fund's
ability to engage in these investment practices.

When-Issued Securities and Delayed Delivery Transactions. The purchase of securities on a when-issued or
delayed delivery basis involves the risk that, as a result of an increase in yields available in the marketplace, the value
of the securities purchased will decline prior to the settlement date. The sale of securities for delayed delivery involves
the risk that the prices available in the market on the delivery date may be greater than those obtained in the sale
transaction. At the time the Fund enters into a transaction on a when-issued or delayed delivery basis, it will segregate
with the Custodian (as defined below) cash or liquid instruments with a value not less than the value of the when-issued
or delayed delivery securities. The value of these assets will be monitored daﬂ%to ensure that their marked to market
value will at all times exceed the obligations of the Fund. There is always a risk that the securities may not be delivered,
and the Fund may incur a loss.

~ Short-Term Temporary Investments. Subject to the requirements of the Commissioner's Ruling and if in the
opinion of the Investment Adviser, no suitable Puerto Rico Securities, other Municipal Obligations, or long-term U.S.
overnment securities are available or if the Investment Adviser believes unusual circumstances warrant a defensive
posture, the Fund may temporarily commit all or any portion of its assets to short-term instruments. Such instruments
may include securities issued or guaranteed by the U.S. Government, its agencies or instrumentalities, commercial paper
ratéd at least F1 by Fitch, A-1 by S&P or Prime-1 by Moody's, bank certificates of deposit, bankers' acceptances, and
repurchase agreements secured by any of the foregoing, as described below.

Dollar Rolls and Reverse Repurchase Agreements. The Fund may enter into dollar rolls, in which the Fund
sells mortgage-backed or other securities for delivery in the current month and simultaneously contracts to purchase
substantially similar securities on a specified future date. In the case of dollar rolls involving mortgage-backed securities,
the mortgagle-backed securities that are purchased will be of the same type and will have the same interest rate as those
sold, but will be supported by different pools of mortgages. The Fund forgoes principal and interest paid during the roll
period on the securities sold in a dollar roll, but the Fundis compensated by the difference between the current sales price
and the lower price for the future glurchase as well as bty any interest earned on the lproceeds of the securities sold. The
Fund also could be compensated through the receipt of fee income equivalent to a lower forward price. The Fund may
also enter into reverse repurchase agreements in which a member bank of the Federal Reserve System or a securities
dealer who is a member of a national securities exchange or is a market-maker in U.S. Government securities purchases
%ortfoho securities from the Fund, coupled with an agreement to resell them to the Fund at a specific date and price. The

und may enter into reverse repurchase agreements with UBS Financial Services Puerto Rico or its affiliates, under the
circumstances described herein and if s emﬁcall&/ af(y))roved by its Board of Directors and made subject to procedures
adopted by them. See "PORTFOLIO TRANSACTIONS—Transactions Involving Affiliates" herein.

) Dollar rolls and reverse repurchase agreements ﬁenerally will be considered to be leverage and, accordingly,
will be subject to the Fund's limitations on leverage, which will restrict the aggregate of such transactions, together wi
the issuance of preferred stock, debt securities, and other forms of leverage, to 50% of the Fund's total assets. See
"SPECIAL LEVERAGE CONSIDERATIONS" herein. However, dollar rolls and reverse repurchase agreements will
not be subject to such limitation if a separate account is established and maintained with respect to the value of the Fund's
commitments thereunder. In addition, certain of the dollar rolls and reverse repurchase agreements entered into by the
Fund will be arbitrage transactions in which the Fund will maintain an offsetting position in securities or repurchase
agreements that mature on or before the settlement date on the related dollar roll or reverse repurchase agreement, The
Investment Adviser believes that such arbitrage transactions do not present the risks to the Fund that are associated with
other types of leverage.

The market value of securities sold under reverse repurchase agreements typically is greater than the proceeds
of the sale, and acc_ordlnglz, the market value of the securities sold is likely to be greater than the value of the securities
in which the Fund invests those proceeds. Reverse repurchase ahgreements involve the risk that the buyer of the securities
sold by the Fund might be unable to deliver them when the Fund seeks to repurchase. In the event the buyer of securities
under a reverse repurchase agreement files for bankruptcy or becomes insolvent, such buyer or its trustee or receiver may
receive an extension of time to determine whether to enforce the Fund's obligation to répurchase the securities and the
Fund's use of the proceeds of the reverse repurchase agreement may effectively be restricted pending such decision.

_Repurchase Agreements. The Fund may enter into repurchase agreements. Repurchase agreements consist of
transactions in which the Fund purchases securities from a member bank of the Federal Reserve System or a securities
dealer who is a member of a national securities exchange or is a market-maker in U.S. Government securities, and
simultaneously commits to resell the securities to such 0r1§1na1 seller at an agreed-upon date and price reflecting a market
rate of interestunrelated to the coupon rate or maturity of the purchased securities. Although repurchase a%(reements carry
certain risks not associated with direct investments 1n securities, 1nclud1n%hp0551ble declines in the market value of the
underlying securities and delays and costs to the Fund if the other party to the repurchase agreement becomes bankrupt
it is the infention of the Fund o only enter into repurchase agreements with banks and dealers in transactions believe
b%/ the Investment Adviser to present minimum credit risks. In addition, each repurchase agreement must be collateralized
af least at 102% with U.S. Government or other appropriate liquid hl%h grade securities, held at a third party custodian

and marked-to-market daily. Entities with whom the Fund may enfer into repurchase agreements may include UBS
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Financial Services Puerto Rico or its affiliates, subject to procedures adopted by its Board of Directors. See "SPECIAL
LEVERAGE CONSIDERATIONS" and "PORTFOLIO NSACTIONS — Transactions Involving Affiliates" herein.

Other Practices

Call Rights. The Fund may purchase a Puerto Rico security or other Municipal Obli%ation issuer's right to call all or a
portion of such obligation Tor mandatory tender for purchase (a "Call Right"). A holder of a Call Right may exercise
such I‘lﬁht to require a mandatory tender for the purchase of related obligations, subgect to certain conditions, A Call
Right that is not exercised during the maturity of the related obligation will expire without value. The economic effect
of holding both a Call Right and the related obligation is identical to holding an obligation as a non-callable security.

Options and Futures, The Fund may use securities options fboth exchange-traded and over-the-counter) to attempt to
enhance income (which would be taxable income) and may also attempt to reduce the overall risk of its investments (i.e.,
hedge) by using securities options, financial futures contracts and other interest rate protection transactions such as swap
agreements. However, the Fund will not enter into financial futures contracts or options thereon unless UBS Financial
Services Puerto Rico qualifies for an exclusion or exemption or comparable relief from applicable registration
requirements contained in the regulations administered by the U.S. Commodity Futures Trading Commission. See
Appendix E to this Offering Circular for a more complete discussion of the types of derivative and related income
strategies the Fund may use and the risks thereof.

Short Sales. The Fund may engage in short sales of securities "against the box" to defer realization of gains or losses
for fax or other purposes. A short sale "against the box" occurs when the Fund owns an equal amount of the securities
sold short or owns securities convertible into or exchangeable, without payment of any further consideration, for
securities of the same issue as, and equal amount to, the securities sold short.

Securities Lending. Although it has not done so, the Fund may also engage in securities lending, subject to procedures
adopted by its Board of Directors.

SPECIAL LEVERAGE CONSIDERATIONS

Issuance of Preferred Stock and Debt Securities. The Fund may increase amounts available for investment
through the issuance of preferred stock, debt securities, and other similar forms of leverage, representing not more than
%Q% (I){f 1tsdtot§11 assets immediately after the issuance of any such securities. Such offerings are made solely to Puerto

ico Residents.

_ The OCFT has restricted the Fund's levera%i_ng activities. The Fund may only issue preferred stock, debt
securities, or other forms of leverage to the extent tha 1mmed1atel)£after their issuance, the value of its total assets, less
all the Fund's liabilities and indebtedness that are not represented by preferred stock, debt securities, or other forms of
leverage being issued or already outstanding, is equal to or greater than the total of 200% of the aggregate par value of
all outstanding preferred stock (not including any accumulated dividends or other distributions attributable to such
preferred stock) and the total amount outstanding of debt securities and other forms of leverage issued by the Fund. This
asset coverage requirement must also be met an§{<tlme the Fund pays a dividend or makes any other distribution on its
issued and outstanding shares of Common Stock or any shares of its preferred stock (other'than a dividend or other
distribution payable in additional shares of Common Stock) as well as any time the Fund repurchases any shares of
Common Stock, in each case after g1v1n§ effect to such repurchase of shares of Common Stock or issuance of preferred
stock, debt securities, or other forms of [everage in order to maintain asset coverage at the required 200% level. To the
extent necessary, the Fund may purchase or redeem preferred stock, debt securities, or other forms of leverage in order
to maintain asset coverage at the required 200% level.

The Fund, subject to the above percentage limitations, may also englgge in certain additional borrowings from
banks or other financial institutions through reverse rgpu_rchas_e agreements. [he Fund presently engages in borrowings
from, and other similar forms of leverage with, UBS Financial Services Puerto Rico or its affiliates through reverse
repurchase agreements, dollar rolls, or otherwise upon the approval of and subject to procedures as established by the
Board of Directors, in order to address, amon% other things, the potential conflicts of interest in_setting interest or
dividend rates. No assurance can be given that the procedures are or will be effective. UBS Financial Services Puerto
Rico ma%act as underwriter, dealer, or §)lacement agent in connection with other offqrm%s of debt securities by the Fund.
See "PORTFOLIO TRANSACTIONS — Transactions Involving Affiliates" herein. In addition, the Fund may also
borrow for temporary or emergency purposes, in an amount of up to an additional 5% of its total assets.

Use of leverage through the issuance of preferred stock, debt securities, and other similar forms of leverage,
as well as borrowings through reverse repurchase agreements, is a speculative investment technique and involves
increased risk for holders of the Fund's securities. Short-term, medium-term, and long-term interest rates change from
time to time as does their relationship to each other (i.e., the slope of the yield curve) depending upon such factors as
supply and demand forces, monetary and tax policies, and investor expectations. Changes in any or all of such factors
could cause the relationship between short-term, medium-term, and long-term rates to change (i.€., to flatten or to invert
the slope of the yield curve) so that short-term and medium-term rates may substantially increase refative to the long-term
obligations in which the Fund may be invested. Should the then-current dividend or interest rate, as the case may be,
on any more senior preferred stock, debt securities, and other similar forms of leverage exceed the net return on the
Fund's assets purchased with the proceeds of the leverage, the Fund's leveraged capital structure could present additional
risks to the holders of its securities than if the Fund were not so leveraged.” Nevertheless, the Investment Adviser may
determine to maintain the Fund's leveraged position if they deem such action to be appropriate under the circumstances.

) Payments on preferred stock, debt securities, and other similar forms of leverage issued b}{l the Fund for
investment inay be indexed to equity or other indices unrelated to the assets held by the Fund. While the Fund enters
into hedging transactions to minimize the risks inherent in those transactions, no assurance can be given that those
transactions are or will be successful. Accordmg}iy, the effect of leverage in a declining market could adversely affect
the Fund's ability to make dividend payments and other distributions on its preferred stock, debt securities, and other
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forms of leverage. The issuance of an%/_ preferred stock, debt securities, and other similar forms of leverage entails certain
costs and expenses, such as underwri 1nﬁ discounts, credit rating agency fees, leglgl and accounting fees, printing costs,
aﬁld lgert(ajun other ongoing expenses, such as administrative and accounting fees. These costs and expenses are borne by
the Fund.

. Currently, the Puerto Rico bond market is experiencing a period of volatility, with Puerto Rico bonds
trading at lower prices and higher yields compared to benchmarks of the past two (2) years. Inasmuch as the
Fund invests a substantial portion of its assets in Puerto Rico bonds, the Fund may be forced to eltllgage in
borrowing for temporary or emergency purposes within the limitation of 5% of its total assets discussed above.
In view of these volatile market conditions, the OCFI has granted to the Fund a temporary regulatory waiver
from the Fund's leverage limitation of 50% of its total assets and 200% asset coverage requirement described
above through January 31, 2016 or such other later date which may be apﬁ)roved by the OCFI. It is the Fund's
1n.tﬁ1;)t10nb%0 {na&ntam compliance therewith as market conditions permit, though there is no assurance the Fund
will be able to do so.

INVESTMENT RESTRICTIONS

~ The Fund may not change its investment objective or fundamental policies without the approval of either (i)
a majority of the outstanding shares of Common Stock, if the proposed change has previously been recommended b
its Board of Directors, or (ii) at least 75% of the outstanding shares of Common Stock, upon the failure of the Board of
Directors to approve a proposal submitted by a shareholder or a group of shareholders that hold in the aggregate at least
20% of the shares of Common Stock outstanding. Under current law, the OCFI also must approve any change in such
investment objective or fundamental policies.

) _ As its fundamental policy, the Fund may not issue debt securities or borrow money from banks or other entities

including borrowings through dollar rolls and reverse repurchase agreements), in excess of 50% of its total assets

including the amount of borrowings and debt securities issued). In addition, the Fund may also borrow from banks or
other financial institutions for temporary or emergency purposes (including, among others, financing repurchases of the
Notes and tender offers), in an amount of up to an additional 5% of its total assets.

) In addition, the Commissioner's Rulinf% contains certain conditions with respect to the Fund's investment of 67%
of'its assets in certain Puerto Rico securities which restrict the Fund's investments. Moreover, the Fund may not change
the following investment limitations without the approval of a majority of its Board of Directors and prior written notice
to the holders of the Fund's Common Stock:

] (a) . purchase the securities of any one issuer, if after such purchase it would own more than 75% of the
voting securities of such issuer, provided that securities issued or guaranteed by the U.S. Government, its agencies or
instrumentalities are not subject to this limitation;

(b) make an investment in any one industry if, at the time of purchase, the investment would cause the
aggreﬁate value of all of the Fund's investments in such industry to equal 25% or more of the Fund's total assets; provided
that this limitation shall not apply to the following: (i) inveéstments in securities issued or guaranteed b% the U.S.
Government, its agencies or instrumentalities; (ii) Municipal Obligations, including Puerto Rico Municipal Obligations,
other than those backed only by the assefs or revenues of a non-governmental entity; and (iil) investments in
mortgage-backed securities (whether or not issued or fuarant_eed an agency or instrumentality of the U.S.
Government). For purposes of this restriction, the intended or designated use of real estate shall determine its industry;

(¢) purchase securities on margin, except for short term credits necessary for clearance of portfolio
transactions, and except that the Fund may make margin deposits in connection with its use of options or future contracts
(as described in Appendix E hereto);

(d) . engage in the business of underwriting securities of other issuers, except to the extent that, in
connection with the disposition of %JOI‘thhO securities, the Fund may be deemed an underwriter under U.S. securities laws
and except that the Fund may write options;

(e) make short sales of securities or maintain a short position, except that the Fund may sell short "against
the box." A short sale "against the box" occurs when the Fund owns an equal amount of the securities sold or owns
securities convertible into or exchangeable for, without payment of any further consideration, securities of the same issue
as, and equal in amount to, the securities sold short;

) ) purchase or sell real estate (including real estate limited partnership interests), provided that the Fund
may invest in securities secured by real estate or interests therein or issued by entities that invest in real estate or
intérests therein (including mortgage-backed securities), and fpr0V1ded further that the Fund may exercise rights under
agreements relating to such securities, including the right to enforce security interests and to liquidate real estate acquired
as a result of such enforcement; provided, however, that such securities and any such real estate securing a security
acquired by the Fund shall not be a "U.S. real property interest" within the meaning of Section 897 of the U.S. Code;

(g) . purchase or sell commodities or c.ommodiaf contracts, except that the Fund may enter into swap
agreements, options, futures contracts (as described in Appendix E hereto) and options on futures contracts subject to
certain restrictions; or

h) make loans, except through repurchase agreements, provided that for purposes of this restriction the

acquisition of bonds, debentures or other debt instruments or interests therein and investment in government obligations,
shall not be deemed to be the making of a loan.
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MANAGEMENT OF THE FUND

The overall management of the business and affairs of the Fund is vested with its Board of Directors. The
Board of Directors %pproves all significant agreements between the Fund and persons or companies furnishing services
to it, including the Fund's agreements with ifs Investment Adviser, Administrator, Custodian, and Transfer Agent (all
such terms as defined below). The Fund's day-to-day operations are delegated to its officers and to the Administrator,
subject to the Fund's investment objective and policies and to general supervision by its Board of Directors.

The Board of Directors. The Board of Directors consists of nine (9) persons. Eight (8) of these are
"Independent Directors," as defined in the Fund's Code of Ethics, and one (1) is considered an interested Director as a
result of his employment as an officer of the Fund, its Investment Adviser, or an affiliate thereof (the "Interested

Director").

The eight (8) Independent Directors are the following: Messrs. Mario S. Belaval, Agustin Cabrer, Gabriel
Dolagaray, Vicente J. Ledn, Carlos Nido, Luis M. Pellot, and José J. Villamil and Mrs. Clotilde Pérez. The only
Interested Director is Mr. Carlos V. Ubifias.

‘The Board of Directors has three (3) standing committees: the Audit Committee, the Dividend Committee, and
the Nominating Committee. The Board has adopted a written Audit Committee Charter, and the Audit Committee's role
is to oversee the Fund's accounting and financial reportm% Pohcle;s and practices and to recommend to the Board of
Directors any action to ensure that the Fund's accounting and financial reporting are consistent with accepted accounting
standards applicable to the mutual fund industry. essrs. Belaval, Cabrer, Leon and Pellot serve on the Audit
Committee. The Audit Committee met six (6) times during the fiscal year ended September 30, 2015. The aggregate
remuneration by the Fund to Independent Directors then servmglm such capacity for attendance at such meetings durin
the fiscal year ended September 30, 2015, amounted to $10,111.12, The Audit Committee is comprised solely o
Independent Directors and represented by independent legal counsel in connection with its duties.

Accordinﬁ,tq the Fund's charter, the role of the Dividend Committee is to determine the amount, form, and
record date of any dividends to be declared and paid by the Fund. Messrs. Ubiiias, Pellot, Belaval, and Cabrer serve on
the Dividend Committee.

Pursuant to the adoption of a written charter, the Fund has created a Nominating Committee comprised of three
(3) Independent Directors. The principal responsibilities of the Noml_natm% Committee are to identify individuals
ualified to serve as Independent Directors and to recommend its nominees for consideration by the entire Board of
irectors. The Independent Directors have retained independent legal counsel to assist them in connection with these
duties. While the Nominating Committee is solely responsible for the selection and nomination of the Independent
Directors, the Nominating Committee may consider nominations for the office of Director made by Fund shareholders
as it deems appropriate. _Shareholders who wish to recommend a nominee should send nominations to the Fund's
Secretary that include biographical information and set forth the qualifications of the proposed nominee. The
Nominafing Committee evaluates nominees from whatever source using the same standard.

Independent Directors. Certain biographical and other information relating to the Independent Directors is set
forth below, including their a%es and their principal occupations for at least five §]5) years. Messrs. Nido and Pellot and
Mrs. Pérez are members of the boards of directors of all the other funds that have en %ed UBS Trust PR as their
investment adviser (the "UBS Advised Funds") or as their co-investment adviser (the "UBS Co-Advised Funds" and
together with the UBS Advised Funds, the "Affiliated Funds™). Messrs. Belaval, Cabrer, Dolagaray, Leon, and Villamil
aré members solely of the board of directors of each of the UBS Advised Funds.

Number of

Name, Age, and
Addréss”g ’

Mario S. Belaval (77)

Position(:{l Term of Office Affiliated
e

Held with
Fund

Director

and Length of
Time Served

Director since
2003

Principal Occupation(s)
During Past Five Years

Former Member and Vice
Chairman of the Board of
Directors of Triple S
Management, Corp. an
Triple S, Inc.; former
Chairman of the Board of
Bacardi Corp; former
Executive Vice-president of
Bacardi Corp.; former
Director of the Make-A-
Wish Foundation.

Funds
Overseen

18 funds
consisting of 29
portfolios

Public
Directorships

None

Agustin Cabrer (67)

Director

Director since
2003

President of Starlight
Develof)ment Group, Inc.
From 1995 to 2014 (real
estate development);
President of Antonio Roi
Sucesores since 1995 (rea
estate development); Partner
of Desarrollos Roig since
1995, Desarrollos Agricolas
del Este S.E. since 1995,
and El Ejemplo, S.E. since

s
consisting of 29
portfolios

None
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Name, Age, and
Address

Position(szl
Held with the
Fund

Term of Office
and Length of
Time Served

Principal Occupation(s)
During Past Five Years

1995 (real estate
develoEment); Partner,
Pennock Growers, Inc.
since 1998; Partner and
Managing Director of
RERBAC Holdings, LLP
since 2004 (real estate
development); Director of
Suiarez & Co. since
2002, V. Suérez Investment
Corporation, V. Sudrez
International = Bankin
Entity, Inc. since 2002,
illa" Pedres, Inc. since
2002, and Caparra Motor
Service since 1998; Director
of TC Management from
2002 to 2013; Officer of
Candelero oldings
Management from 2001 to
2013; % owner
President and Registere
Principal (Agent) of
Starlight Securities  Inc,
since” 1995 (registered
broker-dealer); former
member of the Board of
Trustees of the University
of Puerto Rico; Partner and
Officer of Grupo Enersol,
LLC since 2013 (solar
hotovoltaic developer);
resident of Libra
Government Building, Inc.
since 1997; Partnér of
Cometa 74, LLC since
1998; Vice-President of
Candelario Point Partners
Inc. since 1998; Officer of
Marbella Development,
Corp. From 2001 to 2014.

Number of
Affiliated
Funds
Overseen

Public
Directorships

Gabriel Dolagara
79 garay

Director

Director since
2003

Former President of the
Cooperativa de Seguros de
Vida; former President of
the Association of Insurance
Companies of Puerto Rico,
Inc.; former member of the
Executive Committee of the
North _American
Association of the
International _Cooperative
Insurance Federation;
Member, Advisory Board to
the Commissioner of
Insurance of Puerto Rico;
and former President of the
Puerto Rico Chamber of
Commerce.

18 funds
consisting of 29
portfolios

None

Vicente J. Leon (76)

Director

Director since
2008

Independent, business
consultant since 1999;
former Member of the
Board of Directors of Triple
S Management Corp. From
2000 to 2012; *former
consultant with Falcon
Sanchez and Associates, a
Certified Public Accounting
Firm; former Partner at
KPMG LLP.

18 funds
consisting of 29
portfolios

None

Carlos Nido (51)

Director

Director since

President of Josefina LLC,

27 funds

None

23




Name, Age, and
Address

Position(s
Held w1th t

he

Term of Office
and Length of
Time Served™

2007

Principal Occupation(s)
During Past Five Years

real estate ownership and
development  company;
former Senior Vice
President of Sales of El
Nuevo Dia from 2002 to
2015 and President of Del
Mar Events from 2007 to
former President and
founder of Virtual, Inc. and
Zona Networks from 1999
to 2002; Member of the
Board of Directors of GFR
Media LLC, Infinity Laser,
SC, Grupo Ferré Rangel,
B. Fernandez & Hnos. Inc.,
and the San Jorge Children's
Foundation; former Member
of the Board of Grupo
Guayacén, Baldwin School
the ~Muscular  Dystroph
Association, Puerto Rico
Venture Forum Puerto Rico
Tennis Assomatlon and of
Solomon _Smith Barney
Family of Funds; former
Special Assistant’ to the
President of Government
Development Bank for
Puerto Rico.

Number of
Affiliated
Funds
Overseen

consisting of 38
portfolios

Public
Directorships

Luis M. Pellot (67)

Director

Director since
2003

President and Tax attorne
at Pellot-Gonzalez, PS
since 1989; Member of the
Board of Directors of
Empresas Santana;
Guaraguao Properties, Inc.
and JS Investment
Com an Inc Secreta of
Member

of the Board 0 Dlrectors
and Secretary
Financiadora Primas; 98%
Partner and Manager of
Lepanto, S.E.; Member of
the P.R. Bar A55001at10n

P.R. Manufacturers
A55001at10n P.R. Chamber
of Commerce, P.R. General
Contractors Association,
and P.R. Hotel and Tourism
Association.

27 funds
consisting of 38
portfolios

None

Clotilde Pérez (64)

Director

Director since
2009

Partner of Infogerencia, Inc.
since 1985; Vice President
Corporate. Develo ment
Officer of V. Suérez
Inc. since 1999; Member of
the Board of Trustees of the
University of the Sacred
Heart since 2005; Member
of the Board of Dlrectors of
Camzpofresco Corp. since
former member of the
Board of Directors of Grupo
Guayacan, Inc., EnterPrize,
Inc.” an Puerto Rico
Venture Forum from 1999
to 2013; General Partner of
the Guayacan Fund of
Funds Family.

27 funds
consisting of 38
portfolios

None

José J. Villamil (76)

Director

Director since
2013

Chairman of the Board and
Chief Executive Officer of

8 funds
consisting of 29

None
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Number of

Position(szl Term of Office Affiliated
Name, Age, and Held with the and Length of Principal Occupation(s) Funds Public
Address Fund Time Served During Past Five Years Overseen Directorships

Estudios Técnicos, Inc; portfolios
Member of the Board of
Governors of United Way
of Puerto Rico; Chairman of
the Puerto Rico
Manufacturer's
Association's Committee on
Competitiveness; Chairman
of the Board of BBVA-PR
from 1998 to 2012;
founding Director of the
Puerto Rico Community
Foundation and the Aspen
Institute's Non-Profit Sector
Research Fund; former
Member of the New York
Federal Reserve Bank's
Community Affairs
Roundtable; former
President of the Puerto Rico
Chamber of Commerce, as
well as former Chairman of
its Economic Advisory
Council; former President
of the Inter-American
Planning Society; former
President of the Puerto Rico
Economics = Association;
former Chairman of the
Puerto  Rico-2025
Commission (formerly,
Alianza para el Desarrollo);
former Chairman of the
Commission on_the
Economic Future of Puerto
Rico; former professor of
the Economics Department
of the University of
Pennsylvania's Wharton
School and Graduate School
of Arts and Sciences and
former Professor of
Planning at the University
of Puerto Rico. Mr. Villamil
has served on numerous
Boards such as, the Boards
of the Ponce School of
Medicine, St. John's School
and the Ana G. Méndez
University System, = the
Board of the National
Puerto Rican Coalition in
Washington and on the
Board of Economists of
Hispanic Business. In 2009
Mr. Villamil was appointed
as a Member of the
Economic Advisory Council
as well as Chairman of the
Strategic Planning
Committee of the State
Human = Resources and
Occupational Development
Council.

The address of the Independent Directors is American International Plaza - Tenth Floor, 250 Mufioz Rivera Avenue, San Juan,
Puerto Rico 00918.

sk

Each Director serves until his successor is elected and qualified, or until his death or resignation, or removal as provided in
the Fund's by-laws or charter or by statute, or until December 31 of the year in which he or she turns 80.
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) Interested Directors and Officers. C
Directors and to the other officers of the Fund, is set forth
at least the last five (5) years, the length of time s
ersons also serve as directors and officers o

These

Co-Advised Funds.

erved, and the total num
f'the UBS Advised Funds and, in some cases, of certain of the UBS

ow, including their ages
%)er of Efﬁhated

unds_overseen

Certain bio%ralphical and other information relating to the Interested
e their principal occupations for

them.

Name, Age, and
Address

Position(s) Held
with the Fund

Term of Office
and Length of
Time Served

Principal Occupation(s)
During Past Five Years

Number of
Affiliated
Funds
Overseen

Public
Directorships

Carlos V. Ubinas
61

Leslie Highley (69)

Director,
Chairman of the
Board of
Directors, and
President

Senior Vice
President

President since
2015; Chairman
of the Board of
Directors since

)12; and,
Director since
2002

Senior Vice
President since
2002

Chief Executive Officer since
2009, President since 2005
Managln%v[Dlrector, Head o
Asset anagement_ and
Investment Banking of UBS
Financial Services Incorporated
of Puerto Rico since 2014;
former Chief Operating Officer
and Executive Vice President
of UBS Financial Services
Incorporated of Puerto Rico
from 1989 to 2005.

Managmg. Director of UBS
Trust PR since 2006; Executive
Vice_ President of UBS Trust
PR since 2005 and Senior Vice
President of UBS Financial
Services Incorporated of Puerto
Rico since 1994 and of the
Puerto Rico Investors Tax-Free
Family of Funds since 1995;
Member of the Boards o
Directors of the Fund from
2009 to February 2013;
President of Dean Wifter Puerto
Rico, Inc.

18 funds
consisting of
29 portfolios

Not applicable

None

None

William Rivera (57)

Javier Rodriguez
(42)

First Vice
President and
Treasurer

Assistant Vice
President and
Assistant
Treasurer

First Vice
President since
2004 and
Treasurer since
2015

Assistant Vice
President and
Assistant
Treasurer since
2005

Executive Director of UBS
Asset Managers since 2011;
Director of UBS Asset
Managers from 2006 to 2010;
Assistant Portfolio Manager for
UBS Asset Managers; First
Vice President of Trading of
UBS Trust PR since January
2002 and of UBS Financial
Services Incorporated of Puerto
Rico since 1987.

Divisional Assistant Vice
President, trader, anq[portfoho
manager of UBS Trust PR
since_2003; financial analyst
with UBS Trust PR from 2002
to 2003; financial analyst with
Popular Asset Management
from 1998 to 2002.

Not applicable

Not applicable

None

None

Liana Loyola (54)"

Secretary

Secretary since
2014 i

Attorney in private practice
since 2009.

Not applicable

None

M%uel A. Ferrer
(7

Director

Director since
2002

Chairman from 2010 to July
2014, Chief Executive Officer
from 2005 to 2009, an

President from 1980 to 2005 of
UBS Financial Services Puerto
Rico; Senior Vice-President of
UBS Financial Services Inc.
from 1980 to 2005; Director of
"Fundacion para la Universidad
de Puerto Rico" since 1996;
Director of "Fundacion
Biblioteca Rafael Hernandez
Colon" since 1993; former
President and founder of the
Puerto Rico Association of

14 funds
consisting of
25 portfolios

None
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Number of
Term of Office Affiliated
Name, Age, and Position(s% Held = and Length of Principal Occupation(s) Funds Public

Address with the Fund Time Served During Past Five Years Overseen Directorships

Financial Analysts; Member of
the Board of the Museum of
Art of Puerto Rico; Member of
the Board and former President
of the Securities Industry
Association _of Puerto Rico;
Member of the Board of
"Fundacion Histoérica del
Tribunal Supremo de Puerto
Rico" and Associate Member
of the New York Stock
Exchange.

Ricardo Ramos (58)  First Vice First Vice Managing. Director of UBS | Not applicable None
President, President Trust PR since 2010; Executive

Treasurer, and Treasurer since Director of UBS Trust PR from
Assistant 2005; and 2006 to 2010; Portfolio
Secretary Assistant Manager and Senior Vice
Secretary since President of UBS Asset
2002 Managers _since = 2005;
Executive Vice President of
FirstBank Puerto Rico from
Au&ust 1999 to. September
2002; Executive Vice President
of Reliable Financial Services,
Inc. from November 1998 to
July. 1999; Senior Vice
President - Finance of Oriental
Financial Group from August
1992 to September 1998.

The address of the Interested Directors and Officers of the Fund is UBS Trust Com}])any of Puerto Rico, American
International Plaza - Tenth Floor, 250 Mufioz Rivera Avenue, San Juan, Puerto Rico 00918.

sk

Each Director serves until his successor is elected and qualified, or until his death or resignation, or removal as provided in
the Fund's by-laws or charter or by statute, or until December 31 of the year in which he or she turns 80. Each officer is
elected by and serves at the pleasure of the Board of Directors.

Liana Loyola, Esq. was appointed Secretary as of August 20, 2014.

Mr. Miguel Ferrer resigned from his position as Director effective on May 28, 2015.

Ig/{r.%%oi{:grdo Ramos resigned from his positions as First Vice President, Treasurer, and Assistant Secretary effective on May

Comopensation of the Independent Directors. Each Independent Director receives a stipend from the Fund of up to
$1,000 plus expenses, for attendance at each meeting of the Board of Directors, and $500 plus exgenses, for attendance
at each meeting of a committee thereof. The Independent Directors do not receive retirement or other benefits as part of
their compensation.

Retirement Total
Aggregate Benefits Estimated Compensation
Compensation Accrued as = Annual Benefits from the
from the Part of Fund Upon Affiliated
Name of Independent Director Fund® Expenses Retirement Funds®
Mario S. Belaval $6,715.87 None None $124,000
Carlos Nido $4,160.31 None None $118,500
Luis M. Pellot $6,715.87 None None $165,000
Agustin Cabrer $6,715.87 None None $123,500
Gabriel Dolagaray $4,188.09 None None $77,000
Vicente J. Leon $6,715.87 None None $123,500
Clotilde Pérez $4,154.76 None None $127,972
José J. Villamil $4,188.09 None None $77,000
(1) Amount for the fiscal year ended September 30, 2015.
2) Amount for the calendar year ended December 31, 2014 and does not include amounts, if any, related to
{ﬁlmbl%rsement for expenses related to attendance at such board meetings or meetings of ‘committees
ereof.
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.~ As of December 9, 2015, based on information provided by each of the Independent Directors, none of them
exercise control over the Fund as defined by Section Z(a)l()9) of the 1940 Act.

Code of Ethics

The Board of Directors has adopted a Code of Ethics. The Code of Ethics requires directors and officers of the
Fund who are officers or emplpﬁees of UBS Financial Services Puerto Rico or UBS Trust PR to comply with various
requirements in connection with the securities transactions by such officers or employees, 1nclud1r,1gl_0bta1mng'pre—
authorization for certain transactions, It also imposes on these directors and officers certain confidentiality obligations,
limitations on outside business activities, and certain other obligations. The Code of Ethics also requires Independent
Directors to provide to the Fund's compliance officer duplicate colrlnes of each confirmation relating to a purchase or sale
of securities by such director, as well as periodic statements of all securities transactions by such director.

Investment Advisory Services and Other Service Providers to the Fund

Subject to the supervision of the Board of Directors, investment advisory services are provided to the Fund b
UBS Asset Managers, pursuant to an investment advisory agreement with the Fund (the "Advisory Agreement"). UB
Asset Managers also serves as investment adviser to the other Affiliated Funds. As of November 30, 2015, the Affiliated
Funds have combined portfolio assets of approximately $3.7 billion. UBS Asset Managers is focated at American
International Plaza, Tenth Floor, 250 Mufioz Rivera Avenue, San Juan, Puerto Rico 00918."UBS Asset Managers is not
registered as an investment adviser under the Advisers Act.

Pursuant to the Advisory Agreement, the Investment Adviser provides a complete and continuous investment
program for the Fund and makes investment decisions and place orders to buy, sell or hold particular securities and other
mvestments for the Fund. As compensation for its investment advisory sérvices related to the Fund, the Investment
Adpviser is entitled to an annual investment advisory fee (which is indirectly paid by shareholders) not to exceed an
aﬁgregate rate of 0.75% of the average weekly gross assets of the Fund, payable monthly. The Investment Adviser may
choose to wholly or partially waive such fee.

Unless earlier terminated as described below, the Advisory Agreement will continue in effect for a period of two
(2f) years from its date of execution and will remain in effect from year to year thereafter, if approved annually by a vote
of a majority of the Independent Directors. The Advisory Agreement is not assignable, except to affiliates of the
Investment Adviser and subject to certain conditions. The Advisory Agreement may be terminated, without penalty, (i)
at any time by an unanimous vote of the Independent Directors, (ii) on sixty (60) days' written notice b%/ the Investiment
Adpyiser or (iii) on sixty 1§60) days' written notice to the Investment Adviser by the vote of a majority of the outstanding
voting securities of thé Fund.

_ Pursuant to the Advisory Agreement, the Investment Adviser will not be liable for any loss, expense, cost, or
liability arlslng out of any error in judgment or any action or omission, including any instruction given to the Custodian
unless, (i) such action or'omission involved an ofticer, director, employee, or agent of the Investment Adviser, and (ii)
such loss, expense, cost, or liability arises out of the Investment Adviser's gross negligence, malfeasance, or bad faith.
The Investment Adviser mai/1 rely on any notice or communication (written or oral) reasonably believed by it to be

enuine. These limitations shall not relieve the Investment Adviser from any responsibility, obligation, or dut?r that an

nvestment Adviser may have under the laws of Puerto Rico or any federal securities law which 18 not waivable.

UBS Trust PR serves as the Fund's administrator. UBS Trust PR is a trust company organized under Puerto Rico
Trust Companies Act, as amended, and duly licensed as such by the OCFI. It has its principal office and place of business
at American International Plaza, Tenth Floor, 250 Mufioz Rivera Avenue, San Juan, Puerto Rico 00918. As mentioned
previously, UBS Asset Managers is a division of UBS Trust PR. Pursuant to an Administration Agreement with the Fund
and subject to the overall supervision of its Board of Directors, the Administrator is responsible for providing facilities
and Personnel to the Fund in the performance of certain services, including the weekly determination of the Fund's net
asset value and net income. As compensation for its services, the Administrator ‘is entitled to receive an annual
administration fee (which is indirectly Pald entirely by shareholders) equivalent to a rate of 0.15% of the average weekly
gross assets of the Fund, payable monthly.

] The Advisory Agreement and the Administration Agreement were reviewed and approved by the Board of
Directors and by a majority of the Independent Directors. In connection with such approval, the Board of Directors and
the Independent Directors Teviewed the nature and the quality of the services provided by UBS Trust PR and its affiliates
pursuant to these agreements, determined that the nature and quality of these services are at least equal to the nature and
%uah‘% of the services provided by other entities offering the same or similar services, and that the fees charged by UBS

rust PR for such services are fair and reasonable in 1(11g t of the usual and customary charges made by other entifies for
sgrvmhesk(i)f the same nature and quality, and concluded that these agreements are in the best interests of the Fund and its
shareholders.

~ The Fund's securities and cash are held under custody agreements between the Fund and UBS Trust PR, pursuant
to which UBS Trust PR serves as custodian for the Fund's assets (in such capacity, the "Custodian"). As compensation
for its custody services, the Custodian is entitled to receive a fee as agreed from time to time with the Fund. Such fee is
set at a rate customarily paid to other custodians for the provision of similar services. In addition, the Fund has also
retained JPMorgan Chase Bank, N.A. to perform certain custody functions.

Pursuant to the terms of a certain Transfer Agency, Registrar, and Shareholder Servicing Agreement between
the Fund and UBS Trust PR, the latter is responsible for maintaining a register of the holders of record of the Fund's shares
of Common and Preferred Stock and opening and maintaining shareholder accounts (in such capacity, the "Transfer
Agent"). As compensation for its transfer agency, registrar, dividend disbursing, and shareholder services, the Transfer
Agent is entitled fo receive a fee as agreed from time to time with the Fund. Such fee is set at a rate customarily paid to
other transfer agents for the provision of similar services.
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VALUATION OF THE FUND'S ASSETS

The Fund's assets are valued by the Administrator on at least a weekly basis, with the assistance of the
Investment Adviser, in good faith and under the supervision of the Board of Directors, based upon valuations provided
by independent pricing services approved by the Board of Directors, when available. In arriving at their valuation, such
independent pricing sources may use both a grid matrix of securities values as well as the evaluations of their staff. The
valuations in either case are based on information concerning actual market transactions and quotations from dealers or
a grid matrix performed by an outside vendor that reviews certain market and security factors to arrive at a bid price for
a specific security. Certain Puerto Rico obligations have a limited number of market participants and thus, might not have
a readily ascertainable market value and may have periods of 1111qu1d1t%/. Securities for which quotations are not readily
available from any source, they are valued at fair value by or under the direction of the Investment Adviser utilizing
market quotations and other information concerning similar securities obtained from recognized dealers. The Investment
Adviser can override any price that it believes is not consistent with market conditions. The Investment Adviser has also
established a Valuation Committee (""the Committee") which is responsible for overseeing the grlclng and valuation of
all securities held by the Fund. The Committee operates under pI‘lClnﬁ and valuation policies and procedures established
by the Investment Adviser and approved by the Board of Directors. The policies and procedures set forth the mechanisms
and processes to be employed on a weekly basis related to the valuation of portfolio securities with the purpose of
determining the net asset value of the Fund's assets. The Committee reports to the Board of Directors on a regular basis.

_ The market value of the Fund's investments will depend on a variety of factors, including general municipal and
fixed income .securlt%/ market conditions, the financial condition of the issuer, the size of the particular offering, the
maturity, credit quality and rating of the issue, and changes in, and expectations regarding changes in, interest rates and
Income tax rates.

The net asset value of the Fund's shares of Common Stock is also calculated by the Administrator on at least a
weekly basis. The net asset value per share of Common Stock is computed by dividing the value of the securities held
by the Fund plus any cash or other assets (including interest and dividends accrued but not yet received and earned
dlsc01i1nt) minus all liabilities (including accrued expenses) by the total number of shares of Common Stock outstanding
at such time.

PORTFOLIO TRANSACTIONS

_ Subject to policies established by the Board of Directors, the Investment Adviser will be responsible for the
execution of the Fund's portfolio transactions. In executing portfolio transactions, the Investment Adviser will seek to
obtain the best net price and most favorable execution for the Fund, taking into account such factors as the price Slnclu(_il_n
the applicable dealer spread or brokerage commission), size of order, difficulty of execution, and operational facilities
of the firm involved. = Certain securities in which the Fund invests in are traded on a "net" basis without a_stated
commission through dealers acting for their own account and not as brokers. Prices 1Pald to dealers_in principal
transactions of such securities generally include a "spread," which is the difference between the prices at which the dealer
is willing to purchase and sell a specific security at that time.

In placing orders with dealers, the Investment Adviser generally will attempt to obtain the best net price and most
favorable execution of its orders. The Investment Adviser may purchase and sell portfolio securities from and to dealers
who provide the Fund with research analysis, statistical, or pricing advice or similar services. Portfolio transactions will
not be directed by the Fund to dealers solely on the basis of research and advice provided. In selecting brokers and
dealers, the Investment Adviser will consider the full range and quality of a broker's or dealer's services. Factors
considered by the Investment Adviser in seljcctln% brokers and dealers mazolnclude the followm% price; the broker's or
dealer's facilities; the broker's or dealer's reliabilify and financial responsibility; when relevant, the ability of the broker
or dealer to effect securities transactions, particularly with regard to such aspects as timing, order size, and execution of
orders; and the research and other services provided by that broker or dealer to the Investment Adviser(and the Investment
Adviser's arrangements relatmgi1 thereto) that are expected to enhance the Investment Adviser's general portfolio
management capabilities, notwithstanding that the Fund may not be the direct or exclusive beneficiary of those services.
While the Investment Adviser generally seeks the best net price in placing orders, the Fund may not necessarily be paying
the lowest price available. Commission rates are one factor considered together with other factors. The Investment
Adviser will not be obllgated to seek in advance competitive bidd nlg for the most favorable commission rate applicable
to any particular transacfion for the Fund or to select any broker-dealer on the basis of its purported "posted" commission
rate. The Investment Adviser, in its discretion, may cause the Fund to pay a commission in excess of the amount another
broker or dealer would have charged for effecting that transaction, provided the Investment Adviser has determined in

ood faith that such commission 1s reasonable in relation to the value of the brokerage and/or research growded by the

roker to the Investment Adviser. Research services furnished by the brokers or dealers through which or with which
the Fund effects securities transactions may be used by the Investment Adviser in advising its other accounts (including
the Affiliated Parties as defined below); ‘and conversely, research services furnished fo the Investment Adviser in
connection with their other accounts or such other investiment companies may be used in advising the Fund.

. The Investment Adviser seeks to allocate on a fair and equitable basis among advisory clients, including all the
Affiliated Funds, the opportunity to purchase or sell a security or investment that may be bothdesirable and suitable for
one or more of their clients, but for which there is a limited suppclly or demand, although there is no assurance of equality
of treatment according to any particular or predetermined standards or criteria, Where, because of prevailing market
conditions it is not possible fo obtain the same price or time of execution for all of the securities or other investments
purchased or sold for the Fund, transactions for the Fund may be reported with the average price of these transactions.

 The Investment Adviser may, on an aggregated basis, purchase or sell the same security for more than one client
to obtain a favorable price to the extent permitted by applicable law. These orders may be averaged as to price and
allocated as to amount according to each client's daily purchase or sale orders or upon some other basis believed to be
equitable in accordance with procedures adopted by the Board of Directors.
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Transactions Involving Affiliates. The Fund is not registered under the 1940 Act, and therefore, is not subject
to the restrictions contained theréin regarding, among other things, transactions between the Fund and UBS Financial
Services Puerto Rico and its affiliates (an "Affiliated Party," and each such transaction, an "Affiliated Transaction"). UBS
Trust PR is also affiliated with UBS Financial Services Puerto Rico.

Secondary market transactions with Affiliated Parties include many securities for which one of their affiliates
has acted as lead manager or senior manager in the initial offering. In addifion, there may be man}l; instances in which
an Affiliated Party may be the only dealer in a particular portfolio security being purchased or sold by the Fund. In that
event, independent sources for valuation or liquidity of the security may be limited or nonexistent. The Fund may invest
a substantial portion of its assets in those securities. The Fund may also purchase securities that are offered in
underwritings in which one or more of such entities is a member of thé underwriting or sell_lng[ group. All Affiliated
Transactions are subject to procedures adopted by the Board of Directors, and specifically by its Independent Directors,
in an effort to address potential conflicts of interest. These conflicts of interest may include, for example, issues as to
%)I‘ICG in the case of secondary market transactions or issues as to the desirability or liquidity of securities purchased by
he Fund in an ynderwriting by UBS Financial Services Puerto Rico. In addition, the Fund may sell its portfolio securities
to, or buy portfolio securities from, any of the Affiliated Funds (or any investment company advised in the future by the
Investmént Adviser) and vice versa, subject to procedures to be established by the board of directors of each of those
investment companies. No assurance can be given that any of the procedures mentioned herein are or will be effective.
The procedures may also be amended from time to time at the discretion of the Board of Directors, including the
Independent Directors.

.. An Affiliated Party may act as agent in connection with the placement of the Fund's preferred stock, debt
securities, and other forms of leverage. Such activities will be carried out in accordance with procedures as established
by the Board of Directors in an effort to address potential conflicts of interest including, among other things, the potential
i:onﬂlcts of interest in setting interest or dividend rates. Affiliated Parties may also directly provide some or all of such

everage.

Other conflicts of interest may arise in the future, which will be addressed by the Board of Directors at such time.
TAXATION

THIS SECTION IS NOT TO BE CONSTRUED AS A SUBSTITUTE FOR CAREFUL TAX PLANNING.
PROSPECTIVE INVESTORS IN THE NOTES ARE URGED TO CONSULT THEIR OWN TAX ADVISORS
WITH SPECIFIC REFERENCE TO THEIR OWN TAX SITUATIONS, INCLUDING THE APPLICATION
AND EFFECT OF OTHER TAX LAWS AND ANY POSSIBLE CHANGES IN THE TAX LAW AFTER THE
DATE OF THIS OFFERING CIRCULAR. THIS TAX DISCUSSION WAS PREPARED TO SUPPORT THE
PROMOTION AND MARKETING BY THE FUND OF THE NOTES. SPECIFIC TAX CONSEQUENCES MAY
VARY DEPENDING ON A PARTICULAR TAXPAYER'S INDIVIDUAL CIRCUMSTANCES. POTENTIAL
INVESTORS IN THE NOTES ARE URGED TO CONSULT, AND MUST DEPEND UPON, THEIR OWN
INDEPENDENT TAX ADVISORS CONCERNING THE TAX CONSEQUENCES OF AN INVESTMENT IN
THE NOTES IN CONNECTION WITH THEIR OWN TAX SITUATION AND POTENTIAL AND PROPOSED
CHANGES INAPPLICABLE LAW. NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED
IN THIS OFFERING CIRCULAR, ANY INVESTOR OR POTENTIAL INVESTOR MAY DISCLOSE TO ANY
AND ALL PERSONS, WITHOUT LIMITATION OF ANY KIND, THE U.S. FEDERAL, STATE AND LOCAL
TAX TREATMENT OF THE SECURITIES AND THE ISSUER, ANY FACT THAT MAY BE RELEVANT TO
UNDERSTANDING THE U.S. FEDERAL, STATE, AND LOCAL TAX TREATMENT OF THE SECURITIES
AND THE ISSUER, AND ALL MATERTALS OF ANY KIND (INCLUDING OPINIONS OR OTHER TAX
ANALYSES) RELATING TO SUCH U.S. FEDERAL, STATE, AND LOCAL TAX TREATMENT THAT MAY
BE RELEVANT TO UNDERSTANDING SUCH TAX TREATMENT.

. The discussion in connection with the Puerto Rico income tax considerations is based on (a) the current
regulations (the "P.R. Code Regulations") issued by the P.R. Treasury Department under the Puerto Rico Internal Revenue
Code of 1994, as amended (the "1994 P.R. Code"iand the Puerto Rico Internal Revenue Code of 2011, as amended (the
"2011 P.R. Code"), which could be retroactively changed at any time and any such revocation could significantly mo 1lf2r
the statements and opinions expressed herein; (b) a ruling letter issued on November 29, 2007 (the "Ruling") by the P.KR.
Treasury Department stating, amongst others, that fixed and contingent interest paid or accrued on certain instruments
issued by the Fund and described by the Ruling as "Contingent Payment Notes'" constitute interest for purposes of the
1994 P.R. Code; (c) a ruling letter issued on March 20, 2012 by the'P.R. Treasury Department stating that the Fund and
the Noteholders may continue to rely on the Ruling to determine their income tax treatment of the Notes under the 2011
P.R. Code; and (d) the Fund's representation to the effect that to the Fund's best understanding (i) as of the date of the
issuance of the Notes, the Ruling has not been modified or revoked by the P.R. Treasur;&Department' and (ii) the Fund
has not amended the Rulmg. Investors should also note that anﬁl rulmgrlssued by the P.R. Treasury Department can be
revoked if it is found to be in error or not to be in accord with the P.R. Treasury Department's current views. Any such
revocation would generally apgli/{on a prospective basis under the terms and conditions set forth in Circular Letters Nos.
99-01 and 05-07 issued by the P.R. Treasury Department, and the occurrence of such an event could significantly modify
the statements and opinions expressed heréin.

The U.S. federal income tax discussion is based on the current provisions of the U.S, Internal Revenue Code of
1986, as amended (the "U.S. Code"), and the regulations promulgated thereunder (the "U.S. Code Regulations"), any of
which could be retroactively changed at any time and any such revocation could significantly modify the statements and
opinions expressed herein.

. This discussion assumes that (a) the Noteholders will be (i) "Puerto Rico Individual s%;" as herein defined, or
(i1) corporations, limited liability companies, and partnerships organized under the laws of Puerto Rico, excluding
corporations, limited liability companies, and partnerships having in effect an election and uahf}ﬁn%:as "corporations
of individuals," entities that are subject to the new "partnership" taxation rules of the 2011 P.R. Code, or "special
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partnerships" under the 1994 P.R. Code or the 2011 P.R. Code, as the case may be, or subject to any other special tax
regime under the 1994 P.R. Code or the 2011 P.R. Code, as the case may be (the "Puerto Rico Entitiés"); (b% e Puerto
Rico Individual will ac%nre the Note after having qualitied as a bona fide resident of Puerto Rico, within the meaning
of Section 937(a) of the U.S. Code; and(c) the Note does not constitute inventor proger?z in the hands of the Noteholder.
The term "Puerto Rico Individual" means an individual that (i) for purposes of the 1994 P.R. Code or the 2011 P.R. Code,
is a resident of Puerto Rico as determined under Section 1411(a FZSrs3 of the 1994 P.R. Code or Section 1010..01(9213 30

of the 2011 P.R. Code, as the case may be; (ii) is a bona fide resident of Puerto Rico (as determined under Section 937(a

ofthe U.S. Code) during the entire taxable year for purposes of Section 933 of the U.S. Code (including the taxable year
in which the Notes are acquired by such individual); (iii) does not own, at any time, directly or indirectly 10% or more
of the voting stock of the Fund 1ssu1r(11g the Note, as such determination is made under Section 937(b) of the U.S. Code
and the U.S. Code Regulations issued thereunder; and gw%does not maintain an office or fixed place of business in the
U.S., within the meaning of Section 865 (¢)(2) of the U.S. Code. Section 937(a) of the U.S. Code establishes a definition
of the term "bona fide resident of Puerto Rico" for purposes of Section 933 of the U,S. Code. In general terms and except
as provided in the U.S. Code regulations, in order to be treated as a "bona fide resident of Puerfo Rico," Section 937(a

of the U.S. Code requires that the taxpayer (i) be present in Puerto Rico for at least 183 days during the taxable year; (ii

not have a tax home outside Puerto Rico during any part of the taxable year; and (iii) not have a closer connection to the
U.S. or a foreign country than to Puerto Rico durln%l anglpart of the taxable year.” Prospective investors in the Notes
%%%lﬂd consult their tax advisers with respect to whether they qualify as "bona tide residents of Puerto Rico" for Section

purposes.

This discussion does not purport to deal with all aspects of Puerto Rico and U.S. federal income taxation that
mafy be relevant to other types of investors in the Notes, particular investors in light of their investment circumstances,
or fo certain ty]iies of investors subject to special treatment under the 1994 P.R. Code, the 2011 P.R. Code, or the U.S.
Code (e.g., banks, insurance companies, tax-exempt organizations, "controlled foreign corporations" or "passive foreign

investment companies").

) The existing provisions of the statutes, regulations, judicial decisions, and administrative pronouncements on
which this discussion 1s based are subject to change (even with retroactive effect).

The statements herein have been opined on by Lopez Sanchez & Pirillo LLC as counsel to_the Fund. A
%)roquctlve investor should be aware that an opinion of counsel represents only such counsel's best legal judgment and
hat 1t is not binding on the P.R. Treasury Department, the IRS, or the courts. Accordingly, no assurance can be given that
the opinions set forth herein, if challenged, would be sustained.

PUERTO RICO TAXATION
Puerto Rico Individuals and Puerto Rico Entities.

Fixed and Contingent Interest. Based on the forggf,)i s 1 n(1)1
and contingent interest on the Notes received or accrue % a Puerto Rico Individual or a Puerto Rico Entity will be
exempt from Puerto Rico income taxes imposed by the 1994 P.R. Code or the 2011 P.R. Code, as the case ma% be

rovided that (i) the Fund_is exempt from Puerto Rico income tax pursuant to the provisions of Section 1361 of the 1994
.R. Code or Section 1112.01 of the 2011 P.R. Code; (ii) the interest is attributable to income derived by the Fund during
the taxable year that is totall¥ exempt from Puerto Rico income taxes under an}\)/ Erowsmn of the 1994 P.R. Code, other
than bg virtue of Section 1361(a)(2) thereof, or under any provision of the 2011 P.R. Code, other than by virtue of Section
1112.01 thereof (the "Exempt ncome’_g, and such interést on the Notes is dem%nated_ by the Fund as tax exempt interest;
and (ngth_e total amount of interest paid by the Fund during a taxable year on obligations that have been issued to qualify
under Article 1361-2(b)(2) of the P.R. Code Regulations is not greater than the excess of the Exempt Income received
or accrued by the Fund prior to any date that interest is paid on such obh%atlons over the sum of (a) "Exempt Dividends"
as defined in Section 1361 of the 1994 P.R. Code or Section 1112.01 of the 2011 P.R. Code, as the case may be)
istributed by the Fund during the taxable year and prior to such date; and (b2 interest paid by the Fund during the taXable
year and prior to such date qualified as exémpt interest under Article 1361-2(b) of the P.R. Code Regulations; and (2) in
accordance with the P.R. Code Regulations and the Ruling, interest on the Notes that is not des1§nated bf the Fund as tax
exem%t interest will be subject to a 10% w1thh01d1nghtax in lieu of any other tax imposed by the 1994 P.R. Code or the
2011 P.R. Code, as the case may be, unless the Notcholder elects notto be subject to the 10% withholding tax. To the
extent that interest on the Notes does not qtuallfy'as tax exempt interest under the 1994 P.R. Code or the 2011 P.R. Code
and is not otherwise subject to the 10% withholding tax provided by the Ruling, it could be subject to tax at the ordina
income tax rates provided thereunder. The maximum ordinary income tax rafe under the 1994 P.R. Code and the 201
P.R. Code for individuals is 33%, and the maximum ordinary income tax rate for corporation is 39% under the 1994 P.R.
Code as well as the 2011 P.R. Code. In addition, interest on the Notes that does not qualify as tax exempt interest
"Taxable Interest") must be taken into account in computing a Noteholder's Puerto Rico income tax as follows: (a
axable Interest received by a Puerto Rico Individual must be taken into account in computing such Noteholder's Al
as defined below) or New ABT (as defined below{), as the case may be, (b) Taxable Interest received by a Puerto Rico
ntity (other than a "financial business," as defined by the 2011 P.R. Code for these purposes) must be taken into account
by the Puerto Rico Entity in computing the "additional gross income tax" components that form part of its tentative
minimum tax computation for taxable years beginning before January 1, 2014, and (c) Taxable Interest received by a
Puerto Rico Entity that is a "financial business' must be taken into account by the Puerto Rico Entity in computing the
"additional gross Income tax" that is imposed as a tax to be paid by the "financial business," in addition to any regular
or alternative minimum tax that it may be subject to. A "financial business" that is subject to the "additional gross income
‘le" may credit 50% of the "additional gross'income tax" against the regular or alternative minimum tax imposed on the
1nancial mstitution.

~ ActNo. 77-2014 ("Act 77") amended the 2011 P.R. Code and changed the rules with respect to the "additional

gross income tax" of Puerto Rico Entities for taxable years commencing after December 31, 2013. Under Act 77, the
additional gross income tax" of a Puerto Rico Entity that is not a "financial business" will not form part of the
components that are taken into account in determining its tentative minimum tax computation but will be imposed as an
additional tax, in addition to any regular or alternative minimum tax that it may be subject to. Furthermore, a Puerto Rico

ng ia)nd subi'fct to the qualifications set forth herein (1) fixed
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Entity that is not a "financial business" will be entitled to deduct the "additional gross income tax" in determining its
taxable income, 1;Jrowdecl it is paid by the due date for filing the income tax return for the corresponding taxable year.
Under Act 77, a Puerto Rico Entity that is a "financial business" will continue to be subject to substantially the same rules
that apply for taxable years beglnnln%beforc January 1, 2014. Subsecbuently, Act No. 238-2014 repealed the "additional
gross income tax'" for taxable years beginning after December 31, 2014.

) The 1994 P.R. Code provides for an "alternate basic tax" ("TABT") that is imposed on the "alternate basic taxable
income" ("ABTI") of a Puerto Rico Individual for taxable years commencing prior to January 1, 2011. The ABT must
be %)ald bK/Ia Puerto Rico Individual to the extent such tax exceeds the regular income tax imposed by the 1994 P.R. Code.
Act 7 of March 9, 2009 and Act 37 of Julg, 10, 2009 amended the ABT rules of the 1994 P.R. Code to provide that for

urposes of determining a Puerto Rico Individual's ABTI for taxable years commencm% after December 31, 2008, the
Puerto Rico Individual must take into account as gross income certainitems of income that are exempt from the regular
income tax. However, based on the current language of the ABT rules of the 1994 P.R. Code, interest on the Notes that
qualifies as exempt interest under Article 1361-, (bf of the P.R. Code Regulations should not be treated as an item of gross
1ECOA13}§: lfor purposes of determining a Puerto Rico Individual's ABTI, and therefore, such interest should be exempt from
the .

] The 2011 P.R. Code also provides for an "alternate basic tax" ("New ABT") that is imposed on the "alternate
basic taxable income" ("New ABTI") of a Puerto Rico Individual for taxable years commencing after December 31,2010.
The New ABT must be ]lgald by a Puerto Rico Individual to the extent such tax exceeds the regular income tax imposed
by the 2011 P.R. Code. The 2011 P.R. Code provides that in determining New ABTI, a Puerto Rico Individual is entitled
to reduce %ross income for items of income received from the Fund, to the extent such income is exempt under Section
1112.01 of the 2011 P.R. Code. Accord1ngjl¥, to the extent interest received by a Puerto Rico Individual on the Notes in
taxable years commencing after December 31, 2010 qualifies as exempt interest under Article 1361 -2(bf ofthe P.R. Code
Regulations, such interest will qualify as income that is exempt under Section 1112.01 of the 2011 P.R. Code and,
therefore, will not be subject to the New ABT.

] The 1994 P.R. Code and the 2011 P.R. Code contain various provisions disallowing a deduction for expenses
incurred by a taxpayer that are directly or 1nd1r_ectl?/ attributable or allocable to interest that is exempt from Puerto Rico
income taXx. These provisions would be ap}tthab ¢ to interest on the Notes received by a Noteholder, provided such
interest is exempt under Article 1361-2(b) of the P.R. Code Regulations. The 1994 P.R; Code and the 2011 P.R. Code
do not provide any rules with respect to the treatment that al%}tghes to the excess of the "principal" amount due at maturit
of a Note and its initial offering price to the public. This difference is generally referred to as "original issue discount.”
U?der %he current administrative practice followed by the P.R. Treasury Department, original issue discount is treated as
interest.

Payment of Notes at maturity. In general, no gain or loss shall be recognized by a Noteholder upon the payment
of a Note at maturity if the basis of such Note in the hands of the Noteholder 1s equal to the sum of the amount of cash
and fair market value of any pro ert%[ t%ald by the Fund to the Noteholder as payment of the principal amount of the Note.
If the basis of a Note in the hands of the Noteholder exceeds the sum of the amount of cash and the fair market value of
any property paid by the Fund to the Noteholder as payment of the ]i)rlnmpal amount of the Note, then any such excess
shall be treated by the Noteholder as a short term or lonﬁ term caﬁltal oss, provided the Note is a capital asset in the hands
of the Noteholder and depending on whether the Note has been held by the Noteholder for more than six months or more
than one year period, as further explained herein.

~ Act 77 also amended the 2011 P.R. Code to (a) chan%e the holding period for determining whether a capital gain
or loss is either short or long-term for sales and exchanges eftected after June 30, 2014, from the holding periods of six
months or less (Jfor short-term) and more than six months (for lonig—term) that continue to apply to sales and exchanges
effected before July 1, 2014, to holding periods of one year or less (for short-term) and more than'one Year_ (for long-term);
(b) limit the amount that a corporation may deduct on account of capital losses to 90% of capita fgams; (c) limit the
amount that an individual may deduct on account of capital losses to 90% of capital gains, plus the lesser of taxpayer's
net income or $1,000; (d) establish a seven (7) year carrf/ forward period for net capital losses incurred in taxable years
beginning after December 31, 2013; and (e) increase the long-term capltahgalns rate for sales or exchanges'effected after
June 30, 2014, from 10% to 15%, 1in the case of individuals, estates, and trusts; and from 15% to 20%, in the case of
corporations. Furthermore, Act 72-2015 amended the 2011 P.R. Code to provideé that: %1()) the amount that a corporation
may deduct on account of capital losses in a taxable year beginning after December 31, 2014 is limited to 80% of capital

ains, and (b) capital losses derived b&f_an individual in a taxable fyear beginning after December 31, 2014 may be

educted against capital gains generated in the taxable year and that if the capital losses exceed capital gains, the amount
of 1the excess that may be claimed as a deduction is an amount equal to the individual's net income or $1,000, whichever
is less.

UNITED STATES TAXATION

THE FOLLOWING U.S. TAX DISCUSSION IS GENERAL INNATURE AND ISNOT INTENDED TO BE TAX
ADVICE. THE TAX DISCUSSION IS NOT INTENDED OR WRITTEN TO BE USED AND CANNOT BE
USED BY ANY TAXPAYER FOR THE PURPOSE OF AVOIDING PENALTIES THAT MAY BE IMPOSED
ON THE TAXPAYER. THE TAX DISCUSSION WAS PREPARED TO SUPPORT THE PROMOTION AND
MARKETING BY THE FUND OF THE NOTES. SPECIFIC TAX CONSEQUENCES MAY VARY
DEPENDING ON A PARTICULAR TAXPAYER'S INDIVIDUAL CIRCUMSTANCES. EVERY POTENTIAL
INVESTOR IN THE NOTES IS URGED TO CONSULT, AND MUST DEPEND UPON, THEIR OWN
INDEPENDENT TAX ADVISORS CONCERNING THE TAX CONSEQUENCES OF AN INVESTMENT IN
THE NOTES IN CONNECTION WITH THEIR OWN TAX SITUATION AND POTENTIAL AND PROPOSED
CHANGES IN APPLICABLE LAW.
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Treatment of the Fund

For purposes of the U.S. Code, the Fund is treated as a foreiﬁn corporation. The status of the Fund as a foreign
corporation for purposes of the U.S. Code is relevant in determining the source of income of payments made by the Fund
on the Notes that are treated as interest for purposes of the U.S."Code. The source of income of these payments is
determined by examining a number of requirements, including a regmrem,ent that they are not treated as paid by a trade
or business conducted by the Fund outside of Puerto Rico, as such determination is made under Section 84(f)(>iF)(A of
the U.S. Code and the U.S. Code Regulations issued thereunder. Based on certain representations made by the Fund, it
should not be treated as engaged in the conduct of a trade or business outside Puerto Rico and, therefore, payments made
by the Fund that are treated as interest for purposes of the U.S. Code should meet the above described requirement.

100% Principal Protection Notes

. An investment in a 100% Principal Protection Note that provides for the {)ayment of a fixed rate of interest or
a floating rate of interest should be treated in its entirety as an investment in a debt instrument for purposes of the U.S.

ode. Therefore, any fixed or floating rate interest paid or accrued on such Notes as well as any original issue discount
("OID") accrued thereon, if any, within the meaning of sections 1272 and 1273 of the U.S. Code, should be treated as
mterest for U.S. federal income tax purposes.

The U.S. Code does not clearly establish the characterization of an investment in a 100% Principal Protection
Note that provides for contingent interest. These Notes could be treated as a debt instrument, another type of investment
or any combination thereof, In view of the fact that the Fund will have an unqualified obh§atlon to pay at maturity the
principal amount of a 100% PrlncJ}pal Protection Note, an investment in these Notes should be treated In its entirety as
an investment in a debt instrument for purposes of the U.S. Code. Therefore, all contingent interest payable on such Notes

as well as any original issue OID accruing thereon, should be treated as interest for U.S. federal income tax purposes.

Puerto Rico Individuals. Based on the provisions of the U.S. Code and the U.S. Code Regulations, interest on
the 100% Principal Protection Notes, including OID, if any, received by a Puerto Rico Individual will constitute gross
income from sources within Puerto Rico, and therefore exclidable from gross income for purposes of the U.S. Code under
Section 933 thereof, if the interest and OID on the Notes are not in the hands of the Puerto Rico Individual effectively
connected with the conduct of a trade or business within the U.S.

Puerto Rico Individuals should note that regulations under Section 937(b) of the U.S. Code provide an exception
to the general source of income rules that apply to Puerto Rico Individuals bﬁ/1 establishing an exception for income
derived in "conduit arrangements." Under the riles of the regulations, income fhat is otherwise treated as income from
sources within Puerto Rico under the general source of income rules is treated as income from sources outside Puerto Rico
and not excludable from gross income under Section 933 of the U.S. Code if it consists of income derived in a "conduit
arrangement." In general, the regulations describe a "conduit arrangement”" as one in which pursuant to a plan or
arrangement income is received by a person in exchange for consideration provided to another person and such other
person provides the same consideration (or consideration of a like klnsto a third person in exchange for one or more
payments constituting income from sources within the U.S. Based on the current language of the regulations and the

uidance offered therein, it is more likely than not that an investment in the Notes is nof the type of transaction intended
0 be covered by these rules, and therefore, it is more likely than not that interest and OID on the Notes is to be treated
as income from sources within Puerto Rico under the rules and conditions of the preceding paragraph. Puerto Rico
Individuals should note that the IRS may reach a different conclusion as to the applicability of the "conduit arrangement”
rules to the Notes. Accordingly, Puerto Rico Individuals may want to seek the advice of their own tax advisors.

_ Puerto Rico Entities. Interest and OID on the 100% Principal Protection Notes derived by a Puerto Rico Entity
that is not treated as a partnership for purposes of the U.S. Code will not be subject to taxation under the U.S. Code,
provided that (12:such Puerto Rico Entity is not a controlled foreign corporation or a passive foreign investment company
under the U.S. Code; (1% such Puerto Rico Entity is not treated as a domestic corporation for purposes of the U.S. Codg;
and (iii) interest and OID on the 100% Principal Protection Notes is not effectively connected with the conduct of a trade
or business in the U.S. by such Puerto Rico Entity. Puerto Rico Entities that are’treated as tpartn_ershl s for purposes of
the U.S. Code are subject to special rules which, in general, require a partner to report its distributive share of the income
genera}tled by the Puerto Rico Entity and to determine the tax consequences under the U.S. Code of such amounts based
on such treatment.

Contingent / Partial Principal Protection Notes

The U.S. federal income tax conse%uences of an investment in a Contingent / Partial Principal Protection Note
are uncertain, and there is no direct legal authority as to the proper tax treatment of these Notes. Based on the terms and
conditions under which a Contingent / Partial Principal Protection Note will be issued, an investment in a such a Note
could be treated for U.S. federal income tax purposes as an investment unit consisting of (1) an option written b?/ the
Noteholder to the Fund (the."optlon"l}l to enter into a forward contract to acquire at maturity the applicable under P/lng
stock or property or to receive a cash settlement which on exercise settles the forward contract in cash in lieu of the
underlying stock or ﬁrogerty (the "forward contract"), and (2) a debt instrument with a principal amount equal to the
principal amount of the Confingent/ Partial Principal Protection Note (the "debt instrument"). Under this view, the option
would be deemed to have been exercised by the Fund if the closing or final price of the applicable underlying stock or

roperty falls below the trl%er price on the ap{)hcable measuring date and the interest payments on the Contingent /

artial rlncqt)al Protection Notes would be treated in part as payments of interest on the debt instrument and in part as

payments on the option (the "option premium").

Puerto Rico Individuals. Assuming the tax treatment described above is respected, the U.S. federal tax
consequences to a Puerto Rico Individual who holds a Note should be (a) the portion of the interest paid or accrued on
Contingent / Partial Principal Protection Note that is not treated as a Peglment of an option premium should be treated as
interest on the debt instrument and should be subject to the same U.S. federal income tax treatment as that described above
under the section entitled "100% Principal Protection Notes" under "UNITED STATES TAXATION" for an investment

33



in a 100% Principal Protection Note; (b) the portion of the interest payment treated as option premium should not be
treated as an item of gross income until the sale, exchange or retirement (including at maturity) of the Contingent / Partial
Principal Protection Note; (c) any gain that may be realized by a Puerto Rico Individual upon a sale or exchange of Notes
prior to maturity and that is attributable to the debt instruments, the option or the forward contract, should be treated as
a gain from the sale or exchan%e of personal property and, therefore, such gain should be treated as income from sources
within Puerto Rico and excludable from gross income ]tgursuant to Section 933 of the U.S. Code; (d) at maturity, if a
Noteholder receives from the Fund cash in settlement of the forward contract, then (1) the aggregate amount of option
premium should be treated as a gain from the sale or exchange of a capital asset held for not more than 1 year and such
gam should be treated as income from sources within Puerto Rico and excludable from gross income pursuant to Section

33 of the U.S. Code; and (2) any gain that may be realized by the Puerto Rico Individual on account of the retirement
of a Note at maturity should be freated as incoine from sources within Puerto Rico and excludable from gross income
pursuant to Section 933 of the U.S. Code; and (];3) at maturltg, if a Noteholder receives the applicable underlying stock
or property under the forward contract, the Noteholder should not recognize gain or loss with respect to the receipt of the
stock or underllylng %roperty and the Noteholder's basis in the stock or underlying property should be an amount equal
to such Noteholder's basis in the Contingent/ Partial Principal Protection Note, reduced by the aggregate amount of option
premium received.

Puerto Rico Entities. Assuming the tax treatment described above is respected, the U.S. federal tax consequences
to a Puerfo Rico Entity which holds a Note and that is not treated as a partnership for purposes of the U.S. Code should
be (a) the portion of the interest paid or accrued on Contingent / Partial Principal Protection Note that is not treated as a
]foa ment of an option premium should be treated as interest on the debt instrument and should be sub%ect. to the same U.S.

ederal income tax treatment as that described above under the section entitled "100% Principal Protection Notes" under
"UNITED STATES TAXATION" for an investment in a 100% Principal Protection Note; (b) the portion of the interest

ayment treated as option premium should not be treated as an item of gross income until the sale, exchange or retirement
1ér_lcludlng at maturltyl) of the Contingent / Partial principal Protection Note; ((;% any %aln that may be realized by a Puerto

ico Entity upon a sale or exchange of Notes prior to maturity and that is attributable to the debt instruments, the option
or the forward contract, should be treated as a gain from the sale or exchan%e of personal property and such gain should
not be subject to U.S. federal income tax provided the gain does not consfitute income effectively connected with the
conduct of a trade or business in the U.S., as such determination is made under Section 864 of the U.S. Code; (d) at
maturity, if a Noteholder receives from the Fund cash in settlement of the forward contract, then (1) the aggregate amount
of option premium should be treated as a gain from the sale or exchange of a capital asset held for not more than 1 year
and such gain should not be subtlect to U.S. federal income tax provided the gain does not constitute income effectlvelgf
connected with the conduct of a frade or business in the U.S., as such determination is made under Section 864 of the U.S.
Code; and E)Z) any gain that may be realized by the Puerto Rico Entity on account of the retirement of a Note at maturit
should not be subject to U.S. federal income tax provided the gain does not constitute income effectlv%y connected wit
the conduct of a trade or business in the U.S., as such determination is made under Section 864 of the U.S. Code; and (lf)
at maturity, if a Noteholder receives the applicable underlying stock or fproperty under the forward contract, the
Noteholder should not recognize gain or loss with respect to the receipt of the stock or under fylngl roperty and the
Noteholder's basis in the stock or underlying property should be an amount equal to such Nofeholder's basis in the
Contingent / Partial Principal Protection Note, reduced by the a%gregate amount of option premium received. Puerto Rico
Entities that are treated as partnerships for purposes of the U.S. Code are subIlect to special rules which, in %eneral, require
a partner to report its distributive share of the income generated by the Puerto Rico Entity and to de
consequences under the U.S. Code of such amounts based on such treatment.

ermine the tax

) It should be noted that the Fund does not plan to request a ruling from the IRS with respect to the U.S. federal
income tax treatment to be accorded to an investment in a Contingent / Parfial Principal Protection Note, and no assurance
can be given that the IRS or the courts will agree with the tax treatment described herein. The Internal Revenue Service
may assert an alternative treatment for the Notes, and therefore, the tlmlngband/ or character of income on the Contingent
/ Partial Principal Protection Notes might differ materially from that described herein. In addition, on December 7, 2007,
the U.S. Treasury and the IRS released a notice requesting comments on a number of possible U.S. federal income tax
treatments for "prepaid forward contracts" and similar instruments. While it is not entirely clear whether the Notes are
among the instruments described in the notice, it is possible that any U.S. Code Regulations or other guidance could
materially affect the tax consequences of ownership and disposition of the Notes.

RATINGS ON THE 100% PRINCIPAL PROTECTION NOTES

] Upon issuance, the 100% Principal Protection Short-Term and 100% Principal Protection Medium-Term Notes
will be rated "F1+'"" and ""AA'" respectively, by Fitch. No assurance can be given that the credit ratings assigned to the
100% Principal Protection Notes will remain in effect for any given period or that it will not be revised downward or
withdrawn entirely by Fitch if, in its sole udgmen%, circumstances so warrant. Any such revision or withdrawal may have
an adverse effect on the market tprlce ot the 100% Principal Protection Notes. "The credit ratings issued to the 100%
Principal Protection Notes reflect only the views of Fitch. Any explanation of the significance of such credit ratings ma
be obtained from Fitch at www.fitchratings.com or tﬁf contacting Fitch at 33 Whitehall Street, New York, New Yorl
10004; telephone number iZ 12) 908-0500. FITCH HAS NOT ASSIGNED A CREDIT RATING TO THE FUND
OR THE CONTINGENT / PARTIAL PRINCIPAL PROTECTION NOTES.

. Appendix D herein provides a more detailed description of such credit ratings. The credit ratings do not
constitute a recommendation to buy, sell or hold the 100% Principal Protection Notes. Fitch was provided with materials
relating to the Fund, the 100% Principal Protection Notes, and other information, and no application has been made to
any other credit rating agency for purposes of obtaining a credit rating on the 100% Principal Protection Notes. However,
another Credit Rating Agency could decide to rate the 100% Principal Protection Notes. In such event, no assurance can
be given as to what credit rating any such Credit Ratlﬁ%A ency would issue to the 100% Principal Protection Notes. See
also "RISK FACTORS AND SPECIAL CONSIDERATIONS - General" above.
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THE AGENT

UBS Trust PR will act as issuing, payinﬁland transfer a%ent and registrar on behalf of the Fund, and as collateral
agent on behalf of the Noteholders, pursuantto the Depositary Agreement.

~ The Fund will pay the Agent a fee to be negotiated from time to time in connection with its services under the
Depositary Agreement. In addition, the Fund has a%reed to indemnify the Agent against any liabilities and expenses
arising out of the performance of the Agrent's obhga 1ons under the Detposr[ary A%reement, except those involving the
negligence or misconduct of the Agent. The Agent will not act as a trustee on behalf of the Noteholders, and may resign
at any time by giving written notice thereof to the Fund.

DISTRIBUTION OF THE NOTES

_UBS Financial Services Puerto Rico, an affiliate of UBS Trust PR, will offer the Notes on behalf of the Fund
and use its best efforts to sell such Notes on behalf of the Fund. UBS Financial Services Puerto Rico may also purchase
the Notes as principal. The Fund may appoint other Dealers from time to time. Each Dealer may be ]gald a fee to be
negotiated from time to time, equal to a percentage of the &)rmmpal amount of the Notes sold by such Dealer, and may
be reimbursed for certain out-of-pocket expenses incurred. The Fund will also indemnify the Dealers against certain
liabilities, including liabilities under the Securities Act. The Fund may also sell Notes directly to investors from time to
time.

] UBS Financial Services Puerto Rico may also agree to purchase, and the Fund may agree to sell, certain Notes
inan ag%ggate amount to be specified in the a}jg)llpable Product Supplement. The Fund may pay an underwriting discount
to UBS Financial Services Puerto Rico upon delivery of the Notes and payment therefor ({) ¢ "Settlement Date"). UBS
Financial Services Puerto Rico will initia lgl offer the Notes directly to the public at the }ﬁu lic offering price set forth in
such applicable Product Supplement. UBS Financial Services Puérto Rico may resell the Notes to securities dealers at
a discount from the original 1ssue price up to the fees and commissions set forth in such Product Supplement.

In certain instances, UBS Financial Services Puerto Rico may deliver the Notes against payment therefor at a
date subsejuent to a purchaser placing an order therefor (the "Trade Date"). Under Rule 15¢61 underthe U.S. Exchange
Act of 1934, as amended, trades in the secondary market %en_erally are required to settle in three (3) business days, unless
the parties to a trade expressly agree otherwise. Accordingly, in such specific instances, purchasers who wish to trade their
notes on the Trade Date or fhereafter but prior to the Setflement Date, will be required by virtue of the fact that UBS
Financial Services Puerto Rico expects the Notes initially to settle after the Trade Date, to Specify alternative settlement
arrangements to prevent a failed settlement.

The underwriting arrangements for each such offering will comply with the requirements of Rule 2720 of the
Conduct Rules of the Financial Industry Regulatory Authority ("FINRA") regarding a FINRA member firm's underwriting
of securities of an affiliate. In accordance with' Rule 2720, no underwriter may make sales in each offering to any
discretionary account without the prior approval of the customer. The underwriting arrangements for each such offerin
will also comply with the filing requirements of FINRA Rule 5110 or pursuant to an exemption therefrom. In such r%ga_r ,
%153 C(l)ntlngent / Partial Principal Protection Notes will only be offered pursuant to a Product Supplement to this Offering

ircular.

UBS Financial Services Puerto Rico ma]\s/ also make a market for the Notes, although it is not required to do so
and may stop making a market at any time. UBS Financial Services Puerto Rico may act as principal or agent in
connection with offers and sales of the'Notes in the secondary market. Secondary market offers and sales will be made
at (}mces related to market prices at the time of such offer or sale. Accordingly, UBS Financial Services Puerto Rico or
a dealer may change the public offering price, fees, and commissions after such offering has been completed.

As an additional means of facilitating such foerinﬁs, UBS Financials Services Puerto Rico may bid for, and
purchase, Notes in the open market to stabilize the price of the Notes. Any of these activities may raise or maintain the
market price of the Notes above independent market levels or prevent or refard a decline in the market price of the Notes,
UBSt Financial Services Puerto Rico is not required to engage in these activities, and may end any of theses activities at
any time.

To the extent the total aggregate principal amount of Notes offered pursuant to the a}%pli‘cable Product
Supplement is not purchased by investors, one or more of the Fund's affiliates may agree to tpurchase or investment the
unsold portion. Asaresult, upon completion of an offering, the Fund's affiliates may own Notes offered in such offerings.

_ No action has been or will be taken by the Fund, UBS Financial Services Puerto Rico, or any dealer that would
%)CI‘Hllt a public offering of the Notes or possession or distribution of the applicable Product Supplement where action for
hat pur%osg is required, other than within the Commonwealth of Puerto Rico. No offers, sales, or deliveries of the Notes,
or distribution of the applicable Product Supplement or any other offering material relating to the Notes, may be made
in or from any jurisdiction except under circumstances which will result in compliance with any applicable laws and
regulations and will not impose any obligations on the Fund, UBS Financial Services Puerto Rico, or any dealer.

_Recent Developments. On April 26, 2012, UBS Financial Services Puerto Rico settled an administrative
roceeding with the U.S. Securities and Exchange Commission (the "SEC") related to disclosures and secondary market
rading involving shares of closed-end funds, including the Fund mangﬁ]ed by the Investment Adviser (the ""Funds'), and
sold by UBS Financial Services Puerto Rico during 2008 and 2009. The order 1mplement1n% the settlement was issued
t}gy the' SEC on Ma¥) 1, 2012. Under the terms of the settlement, and without admitting or denying the findings, UBS
mancial Services Puerto Rico has paid a penalty, disgorgement and prejudgment interest totaling $26.6 million. UBS
Financial Services Puerto Rico also consented to a censure and an order to cease and desist from future violations of
various Igrovmons ofthe federal securities laws and has hired an independent consultant to review UBS Financial Services
Puerto Rico's closed-end fund disclosures and trading policies and Ill)rocedures.. The consultant completed the review on
June 2013, and UBS Financial Services Puerto Rico advised that the firm has implemented all of the recommendations
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effective September . Neither the Funds nor sset Managers of Puerto Rico is a party to the settlement, an
ffective September 2013. Neither the Fund UBS Asset Manag f Puerto R party to the settl d
there is no a 1eﬁat10n of ang wrongd,omg by the Funds or UBS Asset Managers of Puerto Rico.” In a related matter, on
May 1, 2012, the SEC filed an adminisfrative lproceedmg against two (2) senior employees of UBS Financial Services
Puerto Rico, who contested the SEC's claims. The administrative proceeding was completed on December 2012, and an
initial decision was entered on October 29, 2013, in which the Administrative Law Judge held that no remedial action was
al%proaprlate ursuant to Section 8A of the Securities Act of 1933, Sections 15(b) and Z1¢ of the Securities Exchange Act
of 1934, and Section 9(b) of the Investment Company Act of 1940, and ordered that the proceeding be dismissed. The
decision dismissing the complaint became final on December 17, 2013. The SEC proceeding relative to Mr. Ferrer did
not relate to his role with the Funds, nor does it relate to the management of the Funds themselves.

Following UBS Financial Services Puerto Rico's settlement of the administrative proceeding described above
two (2) class actions were filed in the U.S. District Court for the District of Puerto Rico and subsequently consolidated
into a single action. Plaintiffs plead claims related to disclosures and secondary market trading involving shares of the
Fund, on_behalf of a putative class of purchasers of securities issued by the Fund durl,nlg the period from May 2008 to
October 2009. Plaintiffs seek damages in an undetermined amount not Iess than $10 million against all defendants. The
Fund is named as a defendant but has not been served with the summons and complaint. Other defendants that have been
served moved to dismiss the consolidated class action complaint. On September 30, 2014, the court denied the motion
to dismiss. On May 4, 2015, the court denied the plaintiffs' motion for class certification without prejudice to renewal by
June 30, 2015, after certain discovery has been completed. On June 30, 2015, plaintiffs renewed their motion for
certification of a class of investors who purchased or acquired fifteen (15t) closed-end funds (but not the Fund) from UBS
Puerto Rico between January 2008 and September 2013. No estimate of an amount of potential loss can reasonably be
made at this time. Fund management believes that the allegations lack merit and, if and when it is served, the Fund inténds
to defend itself V1g0r0u51}ll. Ithough Fund management cannot determine the outcome of these matters, it reasonably
believes that there are no loss contingencies that should be accrued in the Fund's financial statements.

] ~ OnFebruary 5, 2014, a sharcholder derivative action was filed in Puerto Rico local court against the Fund, UBS
Financial Services Inic. UBS Financial Services Puerto Rico, UBS Trust Company, and all current and certain former Fund
directors, alleging that the Fund suffered hundreds of millions of dollars in’losses due to alleged mismanagement,
concealment of conflicts of interest, and 1m]6r0 er recommendations by certain defendants to retail customers to use credit
lines to purchase Fund shares. On May 5, 2015 the court denied defendants' motion to dismiss. On June 2015, defendants
filed petitions for certiorari with the Puerto Rico Court of Appeals, requesting interlocutory review of the lower court's
denial of the motion to dismiss. On July 2015 the Puerto Rico Court of Appeals denied defendants' petitions for certiorari.
Defendants have filed a motion for reconsideration. Also, on August 24,2015 defendants answered the complaint. While
the outcome of these allegations is currently not determinable, management does not expect that the ultimate outcome
of these matters will have a material adverse effect on the Fund's financial position, results of operations, or cash flows.
Moreover, management of UBS Financial Services Puerto Rico and UBS Trust Company has informed the Fund of its
belief that the resolution of such matter is not likely to have a material adverse effect on the ability of UBS Asset
Managers of Puerto Rico and UBS Trust Company to perform under their respective contracts with the Fund.

Finally, on August 2014, the Fund announced that, after considering the recommendations of management and
all of the surrounding circumstances, the Fund's Board of Directors had determined that it would be in the best interests
of the Fund's holders of Common Stock to seek certain rulings and waivers from the OCFI to convert the Fund from a
closed-end investment company under the 1954 Investment ComPany Act, to an open-end investment company under the
2013 Investment Company Act. Upon the issuance of such rulings and waivers by the OCFI in form and substance
acceptable to the Board of Directors and its review of final conversion documentation, the Board would then decide

whether to recommend such conversion to the Fund's holders of Common Stock for their approval.
INDEPENDENT AUDITORS

The Fund's independent auditors are PricewaterhouseCoopers LLP, located at 254 Muiloz Rivera Avenue, Suite
900, San Juan, Puerto Rico 00918.

PRIVACY POLICY

) Attached as Appendix F is a copy of the Privacy Policy as to the information the Fund compiles and maintains
on its respective investors.

GENERAL INFORMATION
~ Claims at%ainst the Fund. A claim by an investor against the Fund, its directors, or officers will be subject to
tllle jurisdiction of the Puerto Rico courts, and therefore, arbitration proceedings will not be the sole forum to resolve any
claims.

_ . Reports to Noteholders. The fiscal year for the Fund ends on September 30" of each year, An annual report,
containing financial statements audited by thé Fund's independent auditors, will be sent to the Noteholders each year.

Additional Information. Additional information regarding the Fund is on file with the OCFI and is also

available from the Fund at its grincipal offices. The Fund's address is American International Plaza Building, Tenth Floor,
250 Muioz Rivera Avenue, San Juan, Puerto Rico 00918, and telephone number is (787) 773-3888.
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APPENDIX A
TYPES OF MUNICIPAL OBLIGATIONS

The Fund may invest in the following types of Municipal Obliﬁ?tions, sutﬂ’gct to their availability in Puerto Rico
and other types of Municipal Obligations as théy become available in the Puerto Rico market from time to time. Not ali
of the described Municipal Obligations are presently available in Puerto Rico.

Municipal Bonds, Industrial Development Bonds, and Private Activity Bonds

__ Municipal bonds are debt obligations issued to obtain funds for various é)ublic purpose's. The two principal
classifications of municipal bonds are "general obligation" and "revenue" bonds, General obligation bonds are secured
by the issuer's pledge of its full faith, credit, and taxing power for the payment of principal and interest. Revenue bonds
are payable only from the revenues derived from a particular facility or class of facilities or, in some cases, from the
proceeds of a special excise tax or from another SE¢CIﬁC source, such as the user of the facility being financed. Certain
municipal bonds are "moral obligation" issues, which normally are issued by special purpose ;l)ubhc authorities. In the
case of such issues, an express or implied "moral obh%atlon" of a related ﬁgovernment unit is pledged to the payment of
the debt service but is usually subject to annual budget appropriations. The Fund may invest in industrial devélopment
bonds ("IDBs") and private”activity bonds ("PABs"), which are municipal bonds issued by or on behalf of public
authorities to finance various privatély operated facilities, such as airports or pollution control facilities. IDBs and PABs
are generally revenue bonds and thus are not Elayable‘from the unrestricted revenue of the issuer. The credit quality of
IDBs and PABs is usually directly related to the credit standing of the user of the facilities being financed.

] As generally described in this Offering Circular, the Fund may not presently concentrate its investments, i.e.,
invest a relatively high percentage of its assets in Municipal Obligations (e.g., revenue bonds) issued by entities which
may pay their debt service obligations from the revenues derived from similar é).rOJects such ‘as hospitals, multifamily
housing, nursing homes, continuing care facilities, commercial facilities (including hotels), electric utility systems, or
industrial companies. That limitafion may in the future be changed by the Fund's Board of Directors. Any future
determination to allow concentration of the Fund's investments may make the Fund more susceptible to similar economic,
political, or regulatory occurrences. As the similarity in issuers increases, the potential for fluctuation of the net asset value
of shares of the Fund also increases. Also, it is anticipated that a significant percentage of the Municipal Obligations (€.g.,
revenue bonds) in the Fund's portfolio may be issued by entities or secured by facilities with a relatively short operating
history. Theretore, investors should also be aware of the risks which these investments might entail, as discussed below.

Health Care Revenue Bonds. These securities include Municiﬁal Obligations (le.g., revenue bonds) issued to
finance hospitals, nursm%h(_)mes and continuing care facilities and which are generally secured by the revenues of
articular facilities. The ability of the issuers of such securities to meet their obligations is dependent ipon, among other
hm(%s, the revenues, costs, and occu;fan((:iy levels of the subject facilities and the competitive nature of these industries.
In addition, a major portion of hospital and nursing home revenues typically is derived from federal or state programs such
as Medicare and Medicaid and from various insurers. Changes in such programs or in the rates paid b¥ insurers may
reduce revenues available for the payment of principal of or interest on such bonds. New governmental legislation or
regulations and other factors, such as the inability to obtain sufficient malpractice insurance, may also adversely affect
the revenues or costs of these issuers. Moreover, in the case of life care facilities, since a portion of the services provided
may be financed by an initial lump-sum deposit paid by occupants of the facility, there may be risk if the facility does not
maintain adequate financial resources to secure estimated actuarial liabilities.

A number of legislative proposals concerning health care have been introduced in the U.S. Congress in recent
years or have been reported to be under consideration. These proposals include or may lead to a wide range of topics,
including cost controls, national health insurance, incentives for competition in the provision of health care services, tax
incentives and penalties related to health care insurance premiums, and promotion of prepaid health care plans. The Fund
is unable to predict the effect of any of these proposals, if enacted.

) Slngle Family Housing Bonds and Multifamily Housing Bonds. Single family housing bonds and multifamily
housing bonds are obh%atlons of state and local housing authorities that haye been issued in connection with a variety
of single and multifamily housing projects. Economic developments, including fluctuations in interest rates, increasing
construction and operating costs, increasing real estate taxes and declining occupancy rates, and real estate investment
risks may have an adverse effect upon the revenues of such projects and such housing authorities. Multifamily housing
bonds may be subject to mandato redemgtlon_ prior to maturlr'ggl,, including redemption upon a non-completion of the
BI‘OJ ect or upon receipt of Federal .ousm(% dministration or certain other insurance proceeds. Housing bonds may also
e subject to changes in creditworthiness due to potential weaknesses of mortgage insurance companies Erowdmg various
policies; fluctuations in the valuation of invested funds and the strengths of banks and other entities which may provide
mvestment agreements; and smaller than expected mortgage portfolios due to the inability to originate mortgages.

] Public Power Revenue Bonds. Risks that may arise with respect to the electric utility industry include difficulty
in financing large construction programs durlnﬁ an.lnﬂatlonalty }E)erlod; restrictions on operations and increased costs
attributable to environmental considerations; the difficulty of the capital markets in absorbing utility securities; the
availability of fuel for electric generation at reasonable prices, including among other considerations the potential rise in
fuel costs and the costs associated with conversion to alternate fuel sources; fechnical cost factors and other problems
associated with construction, licensing, regulation, and operation of nuclear facilities for electric generation, including
among other considerations the problems associated with the use of radioactive materials and the disposal of radioactive
waste; and the effects of energy conservation. Certain of the issuers of these bonds may own or operate nuclear generating
facilities. Federal, state, and municipal governmental authorities may from time o time review and revise existin
requirements and 1mpose additional requirements on such facilities. ~ Problems of the type referred to above coul
adversely affect the ability of the issuer of public power revenue bonds to make payments of principal and/or interest on
such bonds. Certain municipal utilities or agencies may have entered into contractual arrangements with investor-owned
utilities and large industrial users and consequently may be dependent in varying degrees on the performance of such
contracts for payment of bond debt service. Also, the enforceability against municipalities of "take-and-pay" and
"take-or-pay" contracts which secure bonds issued by other municipal issuers has been successfully challenged in recent
years.



_ Transportation Revenue Bonds. Bonds in this category include bonds issued for airport facilities, bridges,
turnpikes, port facilities, railroad systems, or mass transit systems. Generally, airport facility revenue bonds are payable
from and secured by the revenues derived from the ownership and operation of a particular airport. Payment on other
transportation bonds is often dependent primarily or solely on revenues from financed facilities, including user fees,
charges, tolls, and rents. Such revenues may be adversely affected by increased construction and maintenance costs or
taxes, decreased use, competition from alternative facilities, scarcity of fuel, reduction or loss of rents, or the impact of
environmental considerations. Other transportation bonds may be dependent primarily or solely on federal, state or local
assmtaglce 1.n§lud1ng motor fuel and motor vehicle taxes, fees, and licenses, and therefore may be subject to fluctuations
in such assistance.

Water and Sewage Revenue Bonds. Bonds in this category include securities issued to finance public water
supply treatment and distribution facilities, and sewage collection, tréatment, and disposal facilities. Repayment of these
bonds is dependent primarily on revenues derived from the billing of customers for water and sewer services, as well as
in some instances, connection fees and hook-up charges. Such revenue bonds may be adversely affected by the lack of
availability of federal and state grants and by decisions of federal and state regulatory bodies and courts.

. Solid Waste and Resource Recovery Revenue Bonds. Bonds in this catefory include securities issued to finance
facilities for removal and disposal of solid waste. Repayment of these bonds is depéndent on factors which may include
revenues from agproprlatlons from a governmental entity, the financial condition of the private project corporation and
revenues derived from the collection of charges for disposal of solid waste. In addition, construction and o%oeratlon of
such facilities may be subject to cost overruns. Repayment of resource recovery bonds may also be dependent to various
de(%rees on revenues from the sale of electric energy or steam. Bonds in this category may be subject to mandatory
redemption in the event of project npn-comgletlon, if the project is rendered uneconomical, if the project fails to meét
certain performance criteria, or if it is considered an environmental hazard.

] Pollution Control Facility Revenue Bonds. Bonds in the pollution control facilities category include securities
issued on behalf of private corporations (including utilities), to provide facilities for the treatment of air, water, and solid
waste pollution. Repayment of these bonds is dependent upon income from and/or the financial condition of the project
corporation. In addition, governmental entities may from time to time impose additional restrictions or regulations which
could adversely affect the cost or operation of the facility.

Educational Facility Revenue Bonds. Educational facility revenue bonds include debt of state and private
colleges, universities, and systems, and parental and student loan ob 1%at10ns. The ability of universities and colleges to
meet their obligations is dependent on various factors, including the revenues, costs and enrollment levels of the
institutions.  In addition, their ability may be affected by declines in Federal, state, and alumni financial support,
fluctuations in interest rates and consfruction costs, increased maintenance and energy costs, failure or inability to raise
tuition or room charges, and adverse results of endowment fund investments.

Tax Increment Bonds. Tax increment bonds are issued to finance various public improvements and
redevelopment projects in blighted areas. Interest on such bonds is payable from increases in real property taxes
attributable to increases in assessed value 'resultln? from the redevelopment of the blighted project area. Repayment risks
include, among other things, a reduction in taxable value in the project areas, reduction in tax rates, delinquencies in tax
payments, or a general shortfall in forecasted tax revenues.

) . Commercial Facility Revenue Bonds. The Fund may also invest in bonds for other commercial facilities
(including hotels) and industrial enterprises. The viability of such facilities depends on, among other things, general
economic factors affecting those industries and affecting those geographic areas in which such facilities are situated, as
y;/ell as the ability of the individual management of those Tacilities to maximize earnings and to remain competitive within
its service area.

Municipal Lease Obligations

Municipal lease obligations are Municipal Obligations that may take the form of leases, installment purchase
contracts, or conditional sales contracts, or certificates of participation with respect to such contracts or leases. Municipal
lease obligations are issued by state and local governments and authorities to purchase land or various types of etg[ulpmgnt
and facilifies. Although municipal lease obligations do not constitute general obligations of the munlclpaht% or which
the municipality's taxing power is pledged, they ordinarily are backed by the municipality's covenant to budget for,
appropriate, and make the payments due under the lease obligation. The leases underlying certain Municipal Obligations,
however, provide that lease payments are subject to partial or full abatement if, because of material damage or destruction
of the leased Eropert , there “is substantial interference with the lessee's use or occupancy of such property. This
"abatement risk" maﬁq e reduced by the existence of insurance covering the leased property, thé maintenance by the lessee
of reserve funds or the provision of credit enhancements such as letters of credit.

The liquidity of municipal lease obligations varies. Certain municipal lease leiglatlons contain
"non-appropriation” clauses which provide that the municipality has no obligation to make lease or installment purchase
payments in future years unless money is a]fproprlated or such purpose on a yearly basis. Some municipal lease
obligations of this type are insured as to timely paﬁlment of principal and interest, even in the event of a failure by the
municipality to a}%}i).roprlate sufficient funds to make payments under the lease. However, in the case of an uninsured
municipal lease obligation, the Fund's ability to recover under the lease in the event of non-appropriation or default their
affiliates limited solely to the repossession of the leased property, without recourse to the general credit of the lessee, and
disposition of the property in the event of foreclosure might prove difficult. The Fund presently does not, and does not
intend to, invest a significant portion of its assets in such uninsured "non-appropriation" municipal lease obligations.
There is no limitation on the Fund's ability to invest in other municipal lease obligations.



Zero Coupon Obligations

. The Fund may invest in zero coupon Municipal Obligations. Such obligations include "pure zero" obligations,
which pay no interest for their entire life ?elther because they bear no stated rate of interest or because their stated rate
of interest is not payable until maturity), and "zero/fixed" obligations, which pay no interest for an initial period and
thereafter pay interest currently. Zero coupon obligations also include derivative instruments representln(% the
principal-only components of Municipal Obligations from which the interest components have been stripped and sold
separately by the holders of the underlying Municipal Qbligations. Zero coupon securities usually trade at a deep discount
from their face or Par value and is sub %cct to greater fluctuations in market value in response to changing interest rates
than obligations of comparable maturities that make current distributions of interest.

Floating and Variable Rate Obligations

The Fund may also fpurch‘ase ﬂoatin% and variable rate municipal notes and bonds, which frequently permit the
holder to demand payment of principal at any fime, or at specified intervals, and permit the issuer to prepa Iprlnc1pal plus
accrued interest, at ifs discretion after a specified notice period. The issuer's obligations under the demand feature of such
notes and bonds generally are secured by bank letters of credit or other credit support arrangements. There frequently
is no secondary market for variable and floating rate obligations held by the Fund, although the Fund may be able to

obtain payment of principal at face value by exercising the demand feature of the obligation.
Participation Interests

) The Fund may invest in participation interests in municipal bonds, including IDBs, PABs, and floating and
variable rate securities, A participation nterest gives the Fund an undivided interest in a municipal bond owne b}f(a
bank. The Fund has the right to sell the instrument back to the bank. Such right is generally backed by the bank's
irrevocable letter of credit or guarantee and permits the Fund to draw on the letter of credit on demand, affer specified
notice, for all or any part of the principal amount of the Fund's participation interest plus accrued interest. Generallgf, the
Fund intends to exercise the demand under the letters of credit or other guarantees only upon a default under the terms
of the underl%lrtl% bond, or to maintain compliance with the investment, ob%ectlve and policies of the Fund. The ability
of a bank to fulfill its obligations under a letter of credit or guarantee might be affected by possible financial difficulties
of its borrowers, adverse interest rate or economic conditions, regulafory limitations, or other factors. The Fund's
Administrator monitors the tprlcln%, quality, and liquidity of the participation interests held by the Fund, and the credit
standing of banks issuing letters of credit or guarantees supporting such participation interests on the basis of published
financial information reports of rating services and bank analytical services.

Put Bonds

Put bonds are municipal bonds which give the holder an unconditional right to sell the bond back to the issuer
or a remarketing agent at a specified price and exercise date, which is typically well in advance of the bond's maturity
date. If the puf’is a "one time only" put, the Fund ordinarily sells the’bond or Eut the bond, depending on the more
favorable price. If the bond has a’series of puts after the first put, the bond is held as long as, in the opinion of the
Investment Adviser, it is in the best interests of the Fund to do so. The obligation to purchase the bond on the exercise
date of the put may be supported by a letter of credit or other credit support agreement from a bank, insurance company,
or other financial institution, the credit standing of which affects the credit standing of the obhﬁiltlon. There is no
assurance that an issuer or remarketing agent for a put bond will be able to repurchase the bond on the put exercise date
if the Fund chooses to exercise its right to put the bond back to the issuer or remarketing agent.

Tender Option Bonds

Tender option bonds are long-term municipal securities sold by a bank subject to a "tender option" that gives
the purchaser the right to tender them to the bank at par plus accrued interest at designated times (the "tender option").
The tender option may be exercisable at intervals ranging from bi-weekly to semi-annually, and the interest rate on the
bonds is typically reset at the end of the applicable interval in order to cause the bonds to have a market value that
approximates théir par value. The tender option generally would not be exercisable in the event of a default on, or
significant down%radlng of, the underlying municipal securities. Therefore, the Fund's ability to exercise the tender option
may be affected by the credit standing of both the bank involved and the issuer of the underlying securities.
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APPENDIX B
MORTGAGE-BACKED SECURITIES
General

) Mortgage-backed securities were introduced in the 1970's when the first pool of mortgage loans was converted
into a mortgage pass-throu%h securltg. Since the 1970's, the mortgage-backed securities market in general has vastly
expanded and a variety of structures have been developed to meet investor needs.

) New types of mortgage-backed securities are developed and marketed from time to time and, consistent with its

investment limitations, the Fund expects to invest in those new types of mortgage-backed securities that the Investment

Adpviser believes may assist the Fund in achieving its investment objective. The Fund may invest in various types of P.R.

II\{/{ortgage-Backed Securities, as described herein.” Not all of the types of securities described below are available in Puerto
ico.

Government National Mortgage Association ("GNMA") Securities

GNMA is a wholly-owned corporate instrumentality of the U.S. within the Deﬁartment of Housing and Urban
Development. The National Housing Act of 1934, as amended (the "Housing Act"), authorizes GNMA to guarantee the
timely payment of the principal of and interest on securities that are based on and backed by a pool of specified mortgage
loans, To éluall_fy such securities for a GNMA guarantee, the underlymi mort§a§es must be insured by the Federal
Housing Administration under the Housing Act, or Title V of the Housing Act of 1949 ("FHA Loans"), or be guaranteed
b¥ the Veterans Administration under the Servicemen's Readjustment Actof 1944, as amended g."VA Loans"); or be pools
ot other eligible mortgage loans. The Housing Act provides that the full faith and credit of the U.S. Government is
pledged to the payment of all amounts that may be required to be paid under any guarantee. In order to meet its
obligations under such guarantee, GNMA is authorized to borrow from the U.S. Treasury with no limitations as to amount.

~ GNMA pass-through mortgage-backed securities may represent a pro rata interest in one or more pools of the
following types of mortgage loans: (1) fixed rate level payment mortgage loans; (ii) fixed rate graduated payment mort%alge
loans; (ii1) Tixed rate %rowmg equity mortgage loans; (iv) fixed rafe mortgage loans secured by manufactured (mobi eg
homes; (v) mortgage Toans on multifamily residential properties under construction; gw) mortga%e loans on complete
multifamily projects; (vii) fixed rate mortgal?e loans as to which escrowed funds are used to reduce the borrower's monthly
]foaym@nts uring the early tyears of the mortgage loans ("buy down" mortgage loans); (viii) mortgage loans that provide
or adjustments in payments based on periodic changes in interest rates or in other payment terms of the mortgage loans;
and (ix) mortgage-backed serial notes.

Federal National Mortgage Association ("FNMA') Securities

_ FNMA is a federally chartered and privately owned corporation established under the Federal National
Association Charter Act. FNMA was originally organized in 1938 as'a U.S. Government agency to add greater 11](;1u1d1tX
to the mort age market. FNMA was transformed into a private sector corporation by legislation enacted in 1968. FNM
provides funds to the mortgage market prlmarll}ll: bK/Ipurchasmg home mortgage loans from local lenders, thereby
providing them with funds for additional lending. FNMA acquires funds to purchase such loans from investors that may
not ordinarily invest in mortgage loans directly, thereby expanding the total amount of funds available for housing.

Each FNMA pass-through mortgage-backed security represents a pro rata interest in one or more pool of FHA

Loans, VA Loans or conventional mortgage loans (i.e., mortgage loans that are not insured or guaranteed by any
overnmental agency). The loans contained in those pools consist of the following: (i) fixed rate level payment mortgage
oans; (ii) fixed rate growing equltg mortgage loans; Em) fixed rate graduated payment mortgage loans; (iv) variable rate
mortgage loans; (v) other adjustable rate mortgage loans; and (Vl% fixed rate mortgage loans secured by multifamily
%)rOJect.s. FNMA guarantees timely payment of principal and interest on ENMA mo %la e-backed securities. However,
he obligations of FNMA are not backed by the full faith and credit of the U.S. Nevertheless, because of the relationship
between FNMA and the U.S., it is widely believed that FNMA mortgage-backed securities present minimal credit risks.

Federal Home Loan Mortgage Corporation ("FHLMC") Securities

FHLMC is a corporate instrumentality of the U.S. established by the Emergencfy, Home Finance Act of 1970
as amended (the "FHLM Act'g. FHLMC was organized rlmarlla( for the purpose of increasing the availability of
mortgage credit to finance neede housm%. The operations of FHLMC currently consist primarily of the purchase of Tirst
lien, conventional, residential mort%age oans and participation interests in such mortgage loans and the resale of the
mortgage loans so purchased in the Torm of mortgage-backed securities.

) The mort]%age loans underlying the FHLMC mortgage-backed securities typicallgl consist of fixed rate or
adjustable rate mortgage loans with original terms to maturity of between 10 and 30 years, substantially all of which are
secured by first liens on one to four family residential properfies or multifamily projects. Each mortgage loan must meet
the applicable standards set forth in the FHLMC Act. Mortgage loans underlying FHLMC mortgage-backed securities
may include whole loans, participation interests in whole loans and undivided interests in whole loans and participations
in another FHLMC mortgage-backed securities.

) FHLMC guarantees: (i) the timely payment of interest on all FHLMC mortgage-backed securities; (ii) the
ultimate collection of principal with respect to some FHLMC mortgage-backed securities; and (iii) the tlmeﬁl é)ayment
of principal with respect to other FHLMC mortgage-backed securities. However, the obligations of FHL are not
backed by the full faith and credit of the U.S.

Collateralized Mortgage Obligations (""CMOs")
CMOs are multiple-class Mortgage-Backed Securities. Some CMOs are directly supported by other CMOs

which in turn are supported by pools of mortgage loans. Investors in such securities typically receive payments out of
the interest and principal on the underlying mortgage loans. The portions of these paymeénts that investors réceive, as well



as the priority of their rights to receive payments, are determined by the specific terms of the CMO class acquired. CMOs
involve special risks. The following are classes of CMOs:

Accretion Directed: A class that receives pringipal payments from the accreted interest from specified accrual
classes. An accretion directed class also may receive principal payments from principal paid on the underlying mortgage
assets or other assets of the trust fund for the related series.

Companion Class: A class that receives }ixrincipal payments on any distribution date only if scheduled payments
have been made on specified planned principal classes, targeted principal classes, or scheduled principal classes.

) Component Certificates: A class consisting of "components." The comItJonents of a class of component
certificates may have different principal and interest payment characteristics but together constitute a single class. Each
component of a class of component certificates may be identified as failing into one or more of the categories in this chart.

Non-Accelerated Senior or NAS: A class that, for the cFeriod of time specified in the related prospectus or
supplement, generally will not receive (in other words, is locked out of) (1) principal fprepayments on the underlyin,
mortgage assets that are allocated disproportionately to the senior certificates because of the shifting interest structure o
the certificates in the trust and/or (213 scheduled principal payments on the underlying mortfagg assets, as specified in the
related prospectus or supR}ement. uring the lock-out period, the l1))0rt10n of the ]i:rlnmpal 1stributions on the underlying
mortgage assets that the NAS class is locked-out of will be distributed to the other classes of senior certificates.

] Notional Amount Certificates: A class having no principal balance interest on the related notional amount. The
notional amount is used for purposes of the determination of interest distributions.

_ . Planned Principal Class or PACs: A class that is designed to receive principal payments using a predetermined
%)rlnmpal balance schedule derived by assuming two constant prepayment rates for the underlying mortgage assets. These
wo rates are the endpoints for the "structuring range" for the planned principal class. The planned principal classes in
any series of certificates may be subdivided into different cate%prles (e.g., primary planned principal classes, secondary
planned principal classes and so forth) having different effective structuring ranges and different principal payments
%)rlorltles. The structuring range for the secondary planned principal class of a series of certificates will be narrower than
hat for the primary planned principal class of the series.

Scheduled Principal Class: A class that is designed to receive principal payments using a predetermined principal
balance but is not designated as a planned principal class or targeted principal class. In many cases, the schedule is
derived by assuming two constant prepayments rates for the underlying mortgage assets. These two rates are the
endpoints for the "structuring range" for the scheduled principal class.

~_Sequential Pay: Classes thatreceive principal payments in a prescribed sequence, that do not have predetermined
principal balance schedules and that under all circumstances receive dpayme'nts 0 ]pr1n01pa1 continuously from the first
distribution date on which they receive principal until they are retired. A single class that receives principal payments
before or after all other classes in the same series of certificates may be identified as a sequential pay class.

Strip: A class that receives a constant proportion, or "strip," of the principal payments on the underlying
mortgage assets or other assets of the trust fund.

] Super Senior: A class that will not bear its proportionate share of realized losses (other than excess losses) as
its share is directed to another class, referred to as the "support class" until the class balance of the support class is reduced
to zero.

Support Class: A class that absorbs the realized losses other than excess losses that would otherwise be allocated
to a Super Senior class after the related classes of subordinated certificates are no longer outstanding.

. Targeted Principal Class or TACs: A class that is designed to receive princifpal anments using a predetermined
principal balance schedule derived by assuming a single constant prepayment rate for the underlying mortgage assets.

The following are other classes of interest type mortgage-backed securities:
Fixed Rate: A class with an interest rate that is fixed throughout the life of the class.

. Floating Rate: A class with an interest rate that resets periodically based upon a designated index and that varies
directly with changes in the index.

_Inverse Floating Rate: A class with an interest rate that resets periodically based upon a designates index and
that varies inversely with changes in the index.

‘Variable Rate: A class with an interest rate that resets periodically and is calculated b%/ reference to the rate or
fates ;)f interest applicable to specified assets or instruments (€.g., the mortgage rates borne by the underlying mortgage
oans).

Interest Onl%/: A class that receives some or all of the interest payments made on the underllying mortg;l%e assets
or other assets of the frust fund and little or no principal. Interest only classes have either a nominal principal balance or
a notional amount. A nominal qunmpal balance represents actual principal that will be paid on the class. It is referred
to as nominal since it is extremely small compared to other classes. A notional amount is the amount used as a reference
to calculate the amount of interest due on an interest only class that is not entitles to any distributions of principal.

Principal Only: A class that does not bear interest and is entitled to receive only distributions of principal.

B-2



Partial Accrual: A class that accretes a portion of the amount of accrued interest on it, which amount will be
added to the principal balance of the class on each applicable distributions date, with the remainder of the accrued interest
to be distributed currently as interest on the class. The accretion may continue until a specified event has occurred or until
the partial accrual class is retired.

] Accrual: A class that accretes the amount of accrued interest otherwise distributable on the class, which amount
will be added as principal balance of the class on each applicable distribution date. The accretion may continue until some
specified event has occurred or until the accrual class is retired.
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APPENDIX C
FORMS OF REPRESENTATION LETTERS
[FOR USE BY CORPORATIONS OR OTHER BUSINESS ENTITIES]

TO: UBS Financial Services Incorporated of Puerto Rico
San Juan, Puerto Rico

RE: Puerto Rico Residency Status
To Whom It May Concern:

We provide the following information and reBresentations in connection with opening and maintaining our
account with UBS Financial Services Incorporated of Puerto Rico. In our account we may hold or purchase certain
investments, including, but not limited to, closed-end and open-end mutual funds, preferred stock, and debt securities,
that are not registered under the U.S. Securities Act of 1933 or the U.S. Investment Company Act of 1940 ("Puerto Rico
Investments") and are exen&pt from registration under the U.S. Securities Act of 1933 and/or the U.S. Investment
Company Act of 1940, based, in part, on the requirement that they be offered or sold only to individuals who have their
principal residence in Puerto Rico or to corporations or other business organizations that have their principal office and
principal place of business within Puerto Rico ("Puerto Rico Residents"), all as disclosed in their respective prospectuses
or offering materials.

Accordingly, we hereby represent to you that:

L. We have acquired or propose to acquire Puerto Rico Investments for our own account and will be the sole
beneficial owner thereof.

2. As of the date of this letter, we are a corporation, partnership or other form of business organization that has its
principal office and Ignnmpal place of business within Puerto Rico that has not been organized for the purpose
of acquiring Puerto Rico Investments and, if organized as a trust, the trustee and all beneficiaries of the trust are
residents of Puerto Rico.

3. If, as of the date of this letter we are organized as a non-business trust, the trust has its principal office and

Erln%pa% place of business within Puerto Rico and the trustee and all beneficiaries of the trust are Puerto Rico
esidents.

4. If we cease to be a Puerto Rico Resident, we will (i) notify you within 30 days of ceasing to be a Puerto Rico

Resident, (ii) liquidate our holdings in any Puerto Rico Investment when such liquidation becomes economically
feasible, and (iii) not acquire additional Puerto Rico Investments.

5. We acknowledge that any purchases of Puerto Rico Investments will not be made on behalf of a retirement plan
subject to ERISA.

6. We hereby acknowledge that if at the time of purchase of Puerto Rico Investments we are not Puerto Rico
Residents; UBS may declare any such purchase to be null and void.

Signafure Date

Name and Title Account Number



[FOR USE BY INDIVIDUALS]

TO: UBS Financial Services Incorporated of Puerto Rico
San Juan, Puerto Rico

RE: Puerto Rico Residency Status
To Whom It May Concern:

. I Il):(ov1dq the following information and representations in connection with opening and maintaining my account
with UBS Financial Services Incorporated of Puerto Rico. In my account I may hold or purchase certain investments,
including, but not limited to, closed-end and open-end mutual funds, preferred stock, and debt securities, that are not
registered under the U.S. Securities Act of 1933 or the U.S. Investment Company Act of 1940 ("Puerto Rico Investments")
and are exempt from registration under the U.S. Securities Act of 1933 and/or the U.S. Investment Company Act of 1940,
based, in part, on the requirement that they be offered or sold only to individuals who have their principal residence in

Puerto Rico ("Puerto Rico Residents"), all as disclosed in their respective prospectuses or offering materials.
Accordingly, I hereby represent to you that:

1. I have acquired or propose to acquire Puerto Rico Investments for my own account and will be the sole beneficial
owner thereof.

2. As of the date of this letter, I am an individual whose principal residence is in Puerto Rico.
If I cease to be a Puerto Rico Resident, I will (}1{) notify you within 30 days of ceasing to be a Puerto Rico
Resident, (ii) liguidate my holdlndgs.m any Puerto Rico Investment when such’liquidation becomes economically
feasible, and (iii) not acquire additional Puerto Rico Investments.

4. I hereby acknowledge that if at the time of purchase of Puerto Rico Investments [ am not a Puerto Rico Resident,
UBS may declare any such purchase to be null and void.

5. I acknowledge that any purchases of Puerto Rico Investments will not be made on behalf of a retirement plan
subject to ERISA.

Signafure Date

Name Account Number
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APPENDIX D
RATINGS OF MUNICIPAL OBLIGATIONS AND DEBT SECURITIES
Description of Fitch Ratings' ("Fitch'") Credit Rating Scales

_Fitch Ratings' credit ratin%s provide an opinion on the relative ability of an entity to meet financial commitments,
such as interest, preferred dividends, repayment of principal, insurance claims or counterparty obligations.

Credit ratings are used by investors as indications of the likelihood of receiving the money owed to them in
accordance with the ferms on which they invested. The agency's credit ratings cover the global flpectrum of corporate,
sovereign élncludlng supranational and sub-national), financial, bank, insurance, municipal and other public finance
entities and the securities or other obligations they issue, as well as structured finance securities backed by receivables
or other financial assets.

. The terms "investment-grade" and "speculative grade" have established themselves over time as shorthand to
describe the categories "AAA" to "BBB" (investment grade) and "BB" to "D" (speculative grade). The terms "investment
grade" and "speculative grade" are market conventions, and do not imply any recommendation or endorsement of a
specific security for investment purposes. "Investment grade" categories indicate relatively low to moderate credit risk,
while ratings in'the "speculative' categories either signal'a higher level of credit risk or that a default has already occurred.

_Credit ratings express risk in relative rank order, which is to say they are ordinal measures of credit risk and are
not predictive of a specific frequency of default or loss.

~Fitch Ratings' credit ratings do not directly address any risk other than credit risk. In particular, ratings do not
deal with the risk of a market value loss on a rated security du¢ to changes in interest rates, liquidity and other market
considerations. However, in terms of payment obligation on the rated Tability, market risk may be considered to the
extent that it influences the abllltﬁ/ of an issuer to pay upon a commitment. Ratings nonetheless donot reflect market risk
to the extent that they influence the size or other conditionality of the obligation to pay upon a commitment (for example,
in the case of index-linked bonds).

_Inthe default components of ratings assigned to individual obligations or instruments, the agency typically rates
to the likelihood of non-payment or defaulf in accordance with the terms of that instrument's documentation. In limited
cases, Fitch Ratings may include additional considerations (i.€., rate to a higher or lower standard than that implied in the
obligation's documentation). In such cases, the agency will make clear the assumptions underlying the agency's opinion
in the accompanying rating commentary.

) Entities or issues carrying the same rating are of similar but not necess_aril%(identical credit quality since the credit
rating categories do not fully reflect small differences in the degrees of credit risk.

Fitch credit and other ratln%s are not recommendations to buy, sell, or hold any security. Ratings do not comment
on the ‘adeq%lacy of market price, the suitability of any security for a particular investor, or the tax-exempt nature or
taxability of any payments of any security. The credit ratlngbs are based on information obtained from issuers, other
obligors, Underwriters, their experts, and ‘other sources Fitch believes to be reliable. Fitch does not audit or verify the
truth or accuracy of such information. Ratings may be changed or withdrawn as a result of changes in, or the
unavailability of; information or for other reasons.

Analytical Considerations

When assigning ratings, Fitch considers the historical and prospective financial condition, quality of
management, and operating performance of the issuer and of any guarantor, any special features of a specific issue or
guarantee, the issue's relationship to other obligations of the issuer, as well as developments in the economic and political
environment that might affect the issuer's financial strength and credit quality.

_Investment-grade ratings reflect expectations of timeliness of payment. However, ratings of different classes
of obligations of the same issuer may vary based on expectations of recoveries in the event of a default or liquidation.
Recovery expectations, which are the amounts expected to be received by investors after a security defaults, are a
relatively minor consideration in investment-grade ratings, but Fitch does "notching" of particular issues to reflect their
degree ot preference in a winding up, liquidation, or reorganization as well as other factors. Recoveries do, however, gain
in 1m1])301“cance at lower rating levels, because of the greater likelihood of default, and become the major consideration at
the "DDD" category. Factors that affect recovery expectations include collateral and seniority relative to other obligations
in the capital structure.

_ Fitch bases the differential between preferred/preference stock and senior subordinated debt on the issuer's senior
debt rating, the specific terms and conditions of the preferred instrument, the amount of preferred stock and subordinated
debt in the capital structure, coverage ratios, the use of proceeds from a preferred issue, the issuer's rating outlook, and
the influence of regulators on the issuer's ability to pay preferred dividends. For rating dpurposes? Fitch generally treats
preferred stock in a manner similar to that it adopts for deeply subordinated debt. The d¢ free of ’notchlnhg," or number
of r(ziitlng grades below senior debt, will be narrowed for investment-grade entities and wider for those in the speculative
grades.

Variable rate demand obligations and other securities which contain a demand feature will have a dual rating,
such as "AAA/F1+." The first rating denotes long-term ability to make principal and interest payments. The second rating
denotes ability to meet a demand feature in full'and on time.

The following ratings scale applies to foreign currency and local currency ratings.



International Long-Term Rating Scales
Investment Grade

_ AAA —Highest credit quality. "AAA" ratings denote the lowest expectation of default risk. They are assigned
only in cases of exceptionally stron capacr?r for payment of financial commitments. This capacity is highly unlikely
to be adversely affected by foreseeable events.

AA — Very high credit quality. "AA" ratings denote expectations of very low default risk. They indicate very
strong capacity for payment of financial commitments. This capacity is not significantly vulnerable to foreseeable events.

. A — High credit quality. "A" ratings denote expectations of low default risk. The caPacity for payment of
financial commitments is considered strong. This capacity may, nevertheless, be more vulnerable to adverse business
or economic conditions than is the case for higher ratings.

. BBB — Good credit quality. "BBB" ratings indicate that expectations of default risk are currently low. The
capacrgz for payment of financial commitments is considered adequate but adverse business or economic conditions are
more likely to impair this capacity.

BB — Speculative. "BB" ratings indicate an elevated vulnerability to default risk, particular_lly in the event of
adverse changes in business or economic conditions over time; however, business or financial flexibility exists which
supports the servicing of financial commitments.

. B—Highly speculative. "B" ratings indicate that material default risk is present, but a limited margin of safety
remains. Financial commitments are currently being met; however, capacity for continued payment is vulnerable to
deterioration in the business and economic environment.

CCC — Substantial credit risk. Default is a real possibility.
CC — Very high levels of credit risk. Default of some kind appears probable.

. C — Exceptionally high levels of credit risk. Default is imminent or inevitable, or the issuer is in standstill.
Conditions that are indicative of a "C" category rating for an issuer include the following:

a. The issuer has entered into a grace or cure period following non-payment of a material
financial obligation;

b. The issuer has entered into a temporary negotiated waiver or standstill agreement following
a payment default on a material financial obligation; or

c. Fitch Ratings otherwise believes a condition of "RD" or "D" to be imminent or inevitable,
including through the formal announcement of a coercive debt exchange.

RD — Restricted default. "RD" ratings indicate an issuer that in Fitch Ratings' opinion has experienced an
uncured payment default on a bond, loan or other material financial obligation but which has not entered into bankruptcy
filings, administration, receivership, liquidation or other formal winding-up procedure, and which has not otherwise
ceased business. This would include:

The selective payment default on a specific class or currency of debt;

The unsecured expiry of any applicable grace period, cure period or default forbearance period
following a payment default on a bank loan, capital markets security or other material
financial obligation;

c. The extension of multi}ole waivers or forbearance periods upon a payment default on one or
more material financial obligations, either in series or in parallel; or

d. Execution of a coercive debt exchange on one or more material financial obligations.

. D — Default. "D" ratings indicate an issuer that in Fitch Ratings' opinion has entered into _bankruptcgr filings,
administration, receivership, liquidation, or other formal winding-up procedure, or which has otherwise ceased business.

_ Default ratings are not assigned fprospec‘[ively to entities or their obligations; within this context, non-payment
on an instrument that contains a deferral feature or grace period will ge_nerally not be considered a default until after the
ex;t))lratlon of'the deferral or grace period, unless a default is otherwise driven by bankruptcy or other similar circumstance,
or by a coercive debt exchange.

_"Imminent" default typically refers to the occasion where a payment default has been intimated by the issuer,
and is all but ingvitable. This may, for example, be where an issuer has missed a scheduled pég/ment but (as is typical)
has a grace period during which’it may cure the payment default. Another alternative would be where an issier has
fonnad.ytartgn?unced a coercive debt exchange, but the date of the exchange still lies several days or weeks in the
immediate future.

In all cases, the assignment of a default rating reflects the agencfy’s opinion as to the most a%)pr(g)riate rating
category consistent with the rest of its universe of ratings, and may differ from the definition of default under the terms

of an isSuer's financial obligations or local commercial practice.
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. Note: The modifiers "+" or "-" may be apfended to a rating to denote relative status within major rating
'c‘:%te"gorles. Such suffixes are not added to the "AAA" Long-Term IDR category, or to Long-Term IDR categories below

 Rating Watch — Ratings are placed on Rating Watch to notify investors that there is a reasonable probability

of a ratlngl\%hange and the likely direction of such change. These are designated as "Positive," indicating a potential

%gradg egative,” for a potential downgrade, or "Evolving," if ratings may be raised, lowered or maintained. Rating
atch is typically resolved over a relatively short period.

Rating Outlook — An Outlook indicates the direction a rating is likely to move over a one to two-year period.
Outlooks may be positive, stable or negative. A positive or negative atlng Outlook does not imply a rating change is
inevitable. Similarly, ratings for which outlooks are 'stable' could be upgraded or downgraded before an outlook moves
to positive or nega 1ve if circumstances warrant such an action. Occasionally, Fitch “may be unable to identify the
fundamental trend. In these cases, the Rating Outlook may be described as evolving.

Program ratings (such as those assigned to medium-term note shelf registrations) relate only to standard issues

made under the program concerned; it should not be assumed that these ratings apply to every issue made under the

rogram. In particufar, in the case of non-standard issues, I.e. those that are linked to the credit of a third party or linked
o the performance of an index, ratings of these issues may deviate from the applicable program rating.

Variable rate demand obligations and other securities which contain a short-term 'put' or other similar demand
feature will have a dual rating, such as "AAA/F1+." The first rating reflects the ability to meet 1on%-term principal and
interest payments, whereas the second rating reflects the ability to honor the demand feature in full' and on time.

Fitch's ratings on U.S. public finance debt securities measure credit quality relative of other U.S. public finance
debt securities. Loss rates of most Fitch-rated U.S. public finance debt securities have historically been significantly lower,
and are expected to continue to be significantly lower, than other debt instruments rated comparably by Fitch.

Interest Only — Interest Only ratings are assigned to interest strips. These ratinFs do not address the possibility
that a sem%rlty holder might fail to recover some or all of its initial investment due to voluntary or involuntary principal
repayments.

_ . Principal Only — Principal Onlﬁ ratings address the likelihood that a security holder will receive their initial
principal investment either before or by the scheduled maturity date.

Rate of Return — Ratings also may be assigned to gau§e the likelihood of an investor receiving a certain
predetermined internal rate of return without regard to the precise fiming of any cash flows.

"PIF" — This tranche has reached maturity and has been "paid-in-full," regardless of whether it was amortized
or called early. As the issue no longer exists, it is therefore no longer rated.

~ "NR" — Used to denote securities not rated by Fitch where Fitch has rated some, but not all, securities
comprising an issuance capital structure.

"WD" — Indicates that the credit rating has been withdrawn and is no longer maintained by Fitch.
International Short-Term Ratings

_ F1— Highest short-term credit quality. Indicates the strongest intrinsic capacity for timely payment of financial
commitments; may have an added "+" to denote any exceptionally strong credit feature.

q F2 — Good short-term credit quality. Good intrinsic capacity for timely payment of financial commitments is
adequate.

q . F3 — Fair short-term credit quality. The intrinsic capacity for timely payment of financial commitments is
adequate.

) B — Speculative short-term credit quality. Minimal capacity for timely payment of financial commitments, plus
heightened vulnerability to near term adverse changes in financial and economic conditions.

C — High short-term default risk. Default is a real possibility.

RD — Restricted default. Indicates an entity that has defaulted on one or more of its financial commitments,
although it continues to meet other financial obligations. Applicable to entity ratings only.

D — Default. Indicates a broad-based default event for an entity, or the default of a short-term obligation.

~ Rating Watch — Ratings are placed on Rating Watch to notify investors that there is a reasonable probability

of a rating change and the likely direction of such change. These are designated as "Positive," indicating a potential

%gradg, egative,” for a potential downgrade, or "Evolving," if ratings may be raised, lowered or maintained. Rating
atch is typically resolved over a relatively short period.

Rating Outlook — An Outlook indicates the direction a rating is likely to move over a one to two-year period.
Outlooks may be positive, stable or negative. A positive or neglatlve ating Outlook does not 1mtply a rating change is
inevitable. Slmllaﬂ%{, ratings for which outlooks are 'stable' could be upgraded or downgraded betore an outlook moves
to positive or negative if circumstances warrant such an action. Occasionally, Fitch may be unable to identify the
fundamental trend. In these cases, the Rating Outlook may be described as evolving.
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Pro%zam ratings (such as those assigned to medium-term note shelf registrations) relate only to standard issues
made under the program concerned; it should not be assumed that these ratings apply to every issue made under the

rogram. In particular, in the case of non-standard issues, 1.e. those that are linked to the credit of a third party or linked
o the performance of an index, ratings of these issues may deviate from the applicable program rating.

Variable rate demand obligations and other securities which contain a short-term 'put' or other similar demand
feature will have a dual ratlnhg, such as "AAA/F1+." The first rating reflects the ability to meet lon%—term principal and
interest payments, whereas the second rating reflects the ability to honor the demand feature in full and on time.

Fitch's ratings on U.S. public finance debt securities measure credit quality relative of other U.S. Public finance
debt securities. Loss rates of most Fitch-rated U.S. public finance debt securities have historically been significantly lower,
and are expected to continue to be significantly lower, than other debt instruments rated comparably by Fitch.

Interest Only — Interest Only ratings are assigned to interest strips. These ratings do not address the possibility
that a security holder might fail to recover some or all of its initial investment due to voluntary or involuntary principal
repayments.

.. Principal Only — Principal Onlﬁ ratings address the likelihood that a security holder will receive their initial
principal investment either before or by the scheduled maturity date.

Rate of Return — Ratings also may be assigned to gau§e the likelihood of an investor receiving a certain
predetermined internal rate of return without regard to the precise fiming of any cash flows.

. "PIF" — Paid-In-Full, This tranche has reached maturity, regardless of whether it was amortized or called early.
As the issuer no longer exists, it is therefore no longer rated.

) "NR"— Used to denote securities not rated by Fitch where Fitch has rated some, but not all securities comprising
an issuance capital structure.

"WD" — Withdrawn. The rating has been withdrawn and the issue or issuer is no longer rated by Fitch Ratings.

%)esc(rjgtsi‘olgl"(;f Issue Credit Rating Definitions of Standard & Poor's, a Division of The McGraw-Hill Companies,
nc.

A S&P issue credit rating is a forward-looking opinion about the creditworthiness of an obligor with respect to

a specific financial obligation, a specific class of financial obligations, or a specific financial program (including ratings

on medium-term note programs and commercial paper programs). It takes into consideration the creditworthiness of

uarantors, insurers, or other forms of credit enhancement on the obligation and takes into account the currency in which

e obligation is denominated. The opinion reflects S&P's view of the obligor's capacity and willingness fo meet its

financial commitments as they come due, and may assess terms, such as collateral security and subordination, which could
affect ultimate payment in the event of default.

. Issue credit ratings can be either long-term or short-term. Short-term ratings are generally assigned to those
obligations considered short-term in the relevant market. Inthe U.S., for example, that means obligations with an original
maturity of no more than 365 days - including commercial paper. Short-term ratings are also used to indicate the
creditworthiness of an obligor with respect to put features on long-term obligations, The result is a dual rating, in which
‘{he short-term rating addresses the put feature, in addition to the usual long-term rating. Medium-term notes are assigned

ong-term ratings.

Long-Term Issue Credit Ratings

Issue credit ratings are based, in varying degrees, on S&P's analysis of the following considerations:

L. Likelihood of payment-capacit%and willingness of the obligor to meet its financial commitment on an
obligation in accordance with the terms of the obligation;

IIL. Nature of and provisions of the obligations;

111 Protection afforded by, and relative position of, the obligation in the event of bankruptcy,
r¢0ﬁ anization, or other arrangement under the laws of bankruptcy and other laws affecting creditors
rights.

Issue ratings are an assessment of default risk but may incorporate an assessment of relative seniority or ultimate
recovery in the event of default. Junior obh%?tlpns are typically rated lower than senior obligations, to refléct the lower
priority in bankruptcy, as noted above. (Such differentiation may apply when an entity has both senior and subordinated
obligations, secured and unsecured obligations, or operating company and holding company obligations.)

. AAA — Anobligation rated "AAA" has the highest rating assigned by S&P. The obligor's capacity to meet its
financial commitments on the obligations is extremely strong.

. AA— Anobligationrated "AA" differs from the highest-rated obligations only to a small degree. The obligor's
capacity to meet its financial commitment on the obligation 1s very strong.

A — An obligation rated "A" is somewhat more susceptible to the adverse effects of changes in circumstances

and economic conditions than obligations in higher-rated categories. However, the obligor's capacity to meet its financial
commitment on the obligation is still strong.
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. BBB — An obligation rated "BBB" exhibits adeguate protection parameters. However, adverse economic
conditions or changlng1 circumstances are more likely to lead to a weakened capacity of the obligor to meet its financial
commitment on the obligation.

BB, B, CCC, CC, C — Obligations rated "BB," "B," "CCC," "CC," and "C" are regarded as having significant
speculative characteristics. "BB" indicates the least degree of speculafion and "C" the highest. While such obligations will
likely have sorr(liq quality and protective characteristics, these may be outweighed by large uncertainties or major exposures
to adverse conditions.

BB — An obligation rated "BB" is less vulnerable to nonpayment than other speculative issues. However, it
faces major ongoing uncertainties or exposure to adverse business, financial, or economic conditions which could lead
to the obligor's inadequate capacity to meet its financial commitment on the obligation.

B — An obligation rated "B is more vulnerable to nonpayment than obligations rated "BB," but the obligor
currently has the capacity to meet its financial commitment on the obligation. Adverse business, financial, or economic
conditions will likely impair the obligor's capacity or willingness to meet its financial commitment on the obligation.

) CCC — An obligor rated "CCC" is_currently vulnerable to nonpayment, and is dependent upon favorable
business, financial, and economic conditions for the obligor to meet its financial commitment on the obligation. In the
event of adverse business, financial, or economic conditions, the obligor is not likely to have the capacity to meet its
financial commitment on the obligation.

CC — An obligation rated "CC" is currently highly vulnerable to nonpayment.

C— A "C" rating is assigned to obligations that are currently highly vulnerable to nonpa%ment, obligations that
have payment arrearages allowed by the terms of the documents, or obligations of an issuer that is the subject of a
bankruptcy petition or similar action ' which have not experienced a payment default. Among others, the "C" rating may
be assigned to subordinated debt, preferred stock or other obligations on which cash payments have been suspended in
accordance with the instrument's ferms or when preferred stock is the subject of a distressed exchange offer, whereby
some or all of the issue is either repurchased for an amount of cash or replaced by other instruments having a total value
that is less than par.

. D — An obligation rated "D" is in payment default. The "D" rating category is used when payments on an
obligation, including a regulatory capital instrument, are not made on the date due even it the a}lpllljhcable race period has
not expired, unless S&P believes that such payments will be made during such grace period. The "D" rafing also will be
used upon the filing of a bankrué)tcy Betltlon or the taking of similar action if payments on an obligation are _leo ardized.
An obligation's rating is lowered to "D" upon completion of a distressed exchange offer, whereby some or all of the issue
is either repurchased for an amount of cash or replaced by other instruments having a total value that is less than par.

~ Plus (+) or minus (-) — The ratings from "AA" to "CCC" may be modified by the addition of a plus (+) or minus
(-) sign to show relative standing within the major rating categories.

_ N.R.— This indicates that no rating has been requested, that there is insufficient information on which to base
a rating, or that S&P does not rate a particular obligation as a matter of policy.

_.pi— Ratings with a "pi" subscript are based on an analysis of an issuer's published financial information, as well
as additional information in the public domain. They do not, however, reflect 1n-de£[)ﬁh meetings with an issuer's
management and are therefore may be based on less comprehensive information than ratings without a "pi" subscript.
Ratings with a "pi" subscript are reviewed annually based on a new year's financial statements, but may be reviewed on

an interim basis if a major event occurs that may affect the issuer's credit quality.
Short-Term Issue Credit Ratings

~ A-1— A short-term obligation rated "A-1" is rated in the highest category by S&P. The obligor's capacity to
meet its financial commitment on the obligation is strong, Within this category, certain obligations are designated with
a plus sign (+). This indicates that the obligor's capacity to meet its financial commitment on these obligations is
extremely strong.

) A-2 — A short-term obligation rated "A-2" is somewhat more susceptible to the adverse effects of changes in
circumstances and economic conditions than obligations in higher rating categories. However, the obligor's capacity to
meet its financial commitment on the obligation is satisfactory.

.. A-3— Asshort-term obligation rated "A-3" exhibits adequate protection parameters. However, adverse economic
conditions or changlng1 circumstances are more likely to lead to a weakened capacity of the obligor to meet its financial
commitment on the obligation.

B — A short-term obligation rated "B is regarded as having sj%lniﬁcant speculative characteristics. Ratings of
"B-1," "B-2," and "B-3" may be assigned to indicate finer distinctions within the "B" category. The obligor currently has

the capacity to meet its financial commitment on the obligation; however, it faces major ongoing uncertainties which could
lead to the obligor's inadequate capacity to meet its financial commitment on the obligation.

B-1 — A short-term obligation rated "B-1" is regarded as having significant speculative characteristics, but the

obligor has a relatively stronger capacity to meet its financial commitments over the short-term compared to the other
speculative-grade obligors.
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) B-2 — A short-term obligation rated "B-2" is regarded as having significant speculative characteristics, and the
obligor has an average_ speculative-grade capacity to meet its financial commifments over the short-term compared to other
speculative-grade obligors.

) B-3 — A short-term obligation rated "B-3" is regarded as having significant speculative characteristics, and the
obligor has a relatively weaker capacity to meet its financial commitments over the short-term compared to other
speculative-grade obligors.

) C — A short-term obligation rated "C" is currently vulnerable to nonpa?rment and is dependent upon favorable
business, financial, and economic conditions for the obligor to meet its financial commitment on the obligation.

D — A short-term obligation rated "D" is in payment default. The "D" rating category is used when payments
on an obligation, mcludlnlg a re(%gllatory capital instrument, are not made on the date due even if the applicable grace
period has not expired, unless S&P believes that such payments will be made during such grace period. The "D" rating
also will bde_ uSé:d upon the filing of a bankruptcy petition or the taking of a similar action if payments on an obligation
are jeopardized.

Municipal Short-Term Note Ratings Definitions

) A S&P U.S. municipal note rating reflects S&P's opinion about the liquidity factors and market access risks
unique to the notes. Notes due in three years or less will likely receive a note rating. Notes with an original maturity of
more than three years will most likely receive a long-term debt rating. In determining which type of rating, if any, to
assign, S&P's analysis will review the following considerations:

. Amortization schedule — the larger the final maturity relative to other maturities, the more likely it will
be treated as a note; and

. Source of payment — the more dependent the issue is on the market for its refinancing, the more likely
it will be treated as a note.

Note rating symbols are as follows:

SP-1— Strong capacity to Hay pringcipal and interest. An issue determined to possess a very strong capacity to
pay debt service is given a plus’(+) designation.

- SP-2 — Satisfactory capacity to pay principal and interest, with some vulnerability to adverse financial and
economic changes over the term of the notes:

SP-3 — Speculative capacity to pay principal and interest.
Dual Ratings

S&P assigns "dual" ratings to all debt issues that have put option or demand feature as é)art.of their structure.
The first rating addresses the likelihood of repayment of principal and interest as due, and the second rating addresses only
the demand feature. The long-term rating symbols are used for bonds to denote the long-term maturity and the short-term
rating symbols for the put option (for example, "AAA/A-1+"). With U.S. municipal short-term demand debt, note rating

symbols are used with the short-term issue credit rating symbols (for example, "SP-1+/A-1+").
Description of Moody's Investors Structured Finance Long-Term Ratings
... Moody's ratings on long-term structured finance obligations primarily address the expected credit loss an investor

might incur on or before the legal final maturity of such oblclﬁatlons vis-a-vis a defined promise. As such, these ratlnﬁs
incorporate Moody's assessment of the default probability and loss severity of the obligations. Such obh%atlons generally
have an original maturity of one year or more, unless explicitly noted. Moody's credit ratings address only the credit risks
associated with the oblfatlons other non-credit risks have not been addressed, but may have a mgmﬁcant effect on the
%lleld to investors, Moody's differentiates its ratings assigned to structured finance obligations by adding an (sf) indicator
o all structured finance ratings.

Aaa - Obligations rated "Aaa" are judged to be of the highest quality, with minimal credit risk.

Aa - Obligations rated "Aa" are judged to be of high quality and are subject to very low credit risk.

A - Obligations rated "A" are considered upper-medium grade and are subject to low credit risk.

Baa-Obligations rated "Baa" are subject to moderate credit risk. They are considered medium-grade and as such
may possess certain speculative characteristics.

Ba - Obligations rated "Ba" are judged to have speculative elements and are subject to substantial credit risk.
B - Obligations rated "B" are considered speculative and are subject to high credit risk.
Caa - Obligations rated "Caa" are judged to be of poor standing and are subject to very high credit risk.

Ca - Obligations rated "Ca" are highly speculative and are likely in, or very near, default, with some prospect
of recovery of principal and interest.
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_ . C-Obligations rated "C" are the lowest rated class and are typically in default, with little prospect for recovery
of principal or interest.

Note: Moody's appends numerical modifiers 1, 2, and 3 to each generic rating classification from Aa through
Caa. The modifier 1 indicates that the obligation ranks in the hlgher end of its generic rating category; the modifier 2
indicates a mid-range ranking; and the modifier 3 indicates a ranking in the lower end of that generic rating category.

Description of Moody's Investors Service Short-Term Obligation Ratings

) Moody's short-term ratings are opinions of the ability of issuers to honor short-term financial obligations.
Ratings may be assigned to issuers, short-term programs or to individual short-term debt instruments. Such obligations
gencrally have an original maturity not exceeding thirteen months, unless explicitly noted. Moody's employs the following
esignations to indicate the relative repayment ability of rated issuers:

.. P-1. TIssuers (or supporting institutions) rated "Prime-1" have a superior ability to repay short-term debt
obligations.

.. P-2. TIssuers (or supporting institutions) rated "Prime-2" have a strong ability to repay short-term debt
obligations.

. P-3. Issuers (or supporting institutions) rated "Prime-3" have an acceptable ability to repay short-term
obligations.

NP. Issuers (or supporting institutions) rated "Not Prime" do not fall within any of the "Prime" rating categories.

Descrigtion of Moody's Investors Service US Municipal Short-Term Debt and Demand Obligation Ratings - Short
Term Obligation Ratings

There are three rating categories for short-term mumcl%al obligations that are considered investment grade.
These ratings are designated as Municipal Investment Grade (MIG) and are divided into three levels - "MIG1" through
"MIG3." In'addition, those short-term obligations that are of speculative quality are designated "SG," or speculative grade.
"MIG" ratings expire at the maturity of the obligation.

'MIG1. This designation denotes superior credit quality. Excellent protection is afforded by established cash
flows, highly reliable liquidity support, or demonstrated broad-based access fo the market for refinancing.

. MIG2. This designation denotes strong credit quality. Margins of protection are ample, although not as large
as in the preceding group.

MIG3. This designation denotes acceptable credit qual,itﬁ. Liquidity and cash-flow protection may be narrow,
and market access for refinancing is likely to be less well-established.

~ SG. This designation denotes speculative-grade credit quality. Debt instruments in this category may lack
sufficient margins of protection.

Description of Moody's Investors Service US Municipal Short-Term Debt and Demand Obligation Ratings

In the case of variable rate demand obligations (VRDOs), a two-component rating is assigned; a long or
short-term debt rating and a demand obligation rating. The first element represents Moody's evaluation of the degree of
risk associated with scheduled principal and interest payments. The second element represents Moody's evaluation of
the degree of risk associated with the ability to receive purchase price upon demand ("demand feature"), using a variation
of the MIG rating scale, the Variable Municipal Investment Grade or VMIG rating. When either the long- or short-term
aspect of a VRDO is not rated, that piece is designated NR, e.g., Aaa/NR or NR/'VMIG1. VMIG rating expirations are
a function of each issue's specific structural or credit features.

VMIGI1. This designation denotes superior credit quality. Excellent Protection is afforded by the superior
short-term credit strength of the liquidity provider and structural and legal protections that ensure the timely payment of
purchase price upon demand.

. VMIG2. This designation denotes strong credit (iluality. Good protection is afforded by the strong short-term
credit strength of téle liquidity provider and structural and legal protections that ensure the timely payment of purchase
price upon demand.

VMIG3. This des%gnati.on denotes acceptable credit quality. Adequate protection is afforded by the satisfactory
short-term credit strength of the liquidity provider and structural and legal protections that ensure the timely payment of
purchase price upon démand.

SG. This designation denotes speculative-grade credit quality. Demand features rated in this category may be

supported by a liquidity provider that does not have an investment grade'short-term rating or may lack the structural and/or
legal protections necessary to ensure the timely payment of purchase price upon demand.
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APPENDIX E
HEDGING AND RELATED INCOME STRATEGIES

General Description of Hedging and Related Income Strategies. As discussed in the Offering Circular, the
Fund may use a variety of financial instruments ("Derivative Instruments'g}, including securities options, financial futures
contracts ("futures contracts'('i), options on futures contracts, and other interest rate protection transactions such as swap
agreements, to attempt to hec %e,lts portfolio of assets. The use of these instruments for income enhancement purposes
subjects the Fund to substantial risks of losses which would not be offset by %al_ns,on other portfolio assets or acquisitions.
Thée Fund may invest up to 5% of its assets in Derivative Instruments. Such limit ma?; be exceeded only for the purpose
of hedging and subject to the approval of the Fund's Board of Directors. However, the Fund may not enter into futures
contracts or options thereon unless an exclusion or exemption or comparable relief from applicable registration
requirements contained in the regulations administered by the CEFTC is obtained by the Investment Adyviser. There is no
assurance that such relief will be granted or that the strafegies discussed in this Appendix can be implemented.

Hedging strate%ies canbe broad(liy categorized as "short hedfges" and "long hedges." A short hedge is a purchase
or sale of a Derivative Instrument intended partially or fully to offset potential declines in the value of one or more
investments held by the Fund. Thus, in a short hedge the Fund takes a position in a Derivative Instrument whose price
is expected to move in the opposite direction of the {)rlce of the investment being hedged. For example, the Fund mlﬁlllt
purchase a put option on a security to hedge against a potential decline in the value of that security. If the price of the
security declines below the exercise price of the put, the Fund could exercise the put and thus limit its loss below the
exercise price to the premium paid tplus transaction costs. In the alternative, because the value of the put option can be
expected to increase as the value of the underlying security declines, the Fund might be able to close out the put option
and realize a gain to offset the decline in the value of the Security.

~ Conversely, a long hedge is a purchase or sale of a Derivative Instrument intended partially or fully to offset
potential increases in the cost of one or more investments that the Fund may acquire. Thus, in a long hedge the Fund takes
a position in the Derivative Instrument whose price is expected to move in the same direction as the price of the
prosEectlve investment being hedged, For example, the Fund might purchase a call option on a security 1t intends to
purchase in order to hedge against an increase in the cost of the security. If the price of the security increased above the
exercise price of the call; the Fund could exercise the call and thus limit its acquisition cost to the €xercise ]{rlc_e plus the
premium paid and transaction costs. Alternatively, the Fund might be able to offset the price increase by closing out an
appreciated call option and realizing a gain.

i Derivative Instruments on securities generally are used to hedge against both price movements in one or more
articular securities positions_that the Fund owns or intends to acquire or fluctuations in interest rates. Derivative
nstruments on bond indices, in contrast, generally are used to hedge against price movements in broad fixed income

market sectors in which the Fund has invested or éxpects to invest.

. In addition to the products, strategies and risks described below and in the Offering Circular, the Investment
Adviser expects to seek additional opportunities in connection with securities options, futures contracts and other hedgin
techniques. These new oltoportumtles may become available as regulatory authorities broaden the range of permitte
transactions and as new options, futures contracts or other techniques are developed. The Investment Adviser may utilize
these opportunities to the extent that they are consistent with the Fund's investment objective and permitted by thé Fund's
investment limitations and applicable regulatory authorities.

. Special Risks of Hedging Strategies. The use of Derivative Instruments involves special considerations and
risks, as described below. Risks pertaining to particular Derivative Instruments are described in the sections that follow:

) Successful use of most Derivative Instruments depends upon the Investment Adviser's ability to predict
movements of the overall securities and interest rate markets, which requires different skills than predicting changes in
the prices of individual securities. While the Investment Adviser is experienced in the use of Derivative Instruments, there
is no assurance that any particular hedging strategy adopted will succeed.

2) There might be imperfect correlation, or even no correlation, between price movements of a Derivative
Instrument and price movements of the investments being hedged. For example, if the value of a Derivative Instrument
used in a short hedge increased by less than the decline in value of the hed%e investment, the hedge would not be full
successful. Such aTlack of correlation might occur due to factors unrelated o the value of the investments being hedge
such as speculative or other pressures on the markets in which Derivative Instruments are traded. The effectiveness o
hedges using Derivative Instruments on indices will depend on the degree of correlation between price movements in the
index and price movements in the securities being hedged.

3 Hedging strategies, if successful, can reduce risk of 1ossIl_)Iy wholly or partially offsetting the negative
effect of unfavorable price movements in the investments being hedged. However, hedging strategies can also reduce
opportunity for gain by offsetting the positive effect of favorable price movements in the hedged investments. For
example, it the Fund entered into a short hedge because the Investment Adviser pro%ecte.d a decline in the price of a
securltly in_the Fund, and the t%rlce of that security increased instead, the gain from that increase might be wholly or
partially offset by a decline in the price of the Derivative Instrument. Moreover, if the price of the Derivative Instrurhent
declined by more than the increase in the price of the security, the Fund could suffer a loss. Depending on the degree of
correlation between a Derivative Instrument and the security or interest rate being hedged, it 1s possible that the Fund
could sustain losses on both positions. Similarly, transaction costs incurred in connection with a Derivative Instrument
can ﬁx(cizeeg the 1a\imount of the benefits received.” In any such case, the Fund would have been in a better position had it
not hedged at all.

@) As described below, the Fund might be required to maintain assets as "cover," maintain segregated
accounts or make margin payments when it takes positions in Derivative Instruments involving obligations to third parties
i.e., Derivative Instruments other than purchase options). If the Fund is unable to close out its positions in such
erivative Instruments, it might be required to continue to maintain such assets or accounts or make such payments until
the position expired or matured. These requirements might impair the Fund's ability to sell a portfolio security or make
an investment at a time when it would otherwise be favorable to do so, or require that the Fund sell a portfolio security



at a disadvantageous time. The Fund's ability to close out a position in a Derivative Instrument prior to expiration or
maturity depends on the existence of a liquid secondary market or, in the absence of such a market, the ability and
willingness of a counterparty to enter into a transaction closing out the position. Therefore, there is no assurance that any
hedging position can be closed out at a time and price that is favorable to the Fund.

) &) Although the Fund presently does, and intends to, purchase or sell futures contracts only if there is an
active market for such contracts, no agsurance can be given that a liquid market will exist for the contracts atany particular
time. Most futures exchanges limit the amount of fluctuation permitted in futures contract prices during a single trading
day. Once the daily limit has been reached in a particular contract, no trades may be made that day at a price beyond that
limit. Futures contract prices could move the daily limit for several consecutive trading days with little or no tradlnlg,
thereby preventing prompt liquidation of futures positions and sub]ectlr_ll% some futures tradérs to substantial losses. In
such event and in the event of adverse price movements, the Fund will be required to make daily cash paﬁments of
variation margin. In such circumstances, an increase in the value of the portion of the portfolio assets being hedged, if
any, may offset, partially or completely, losses on the futures contract.

(6)  If the Fund has hedged against the possibility of an increase in interest rates adversely affecting the
value of securities held in its portfolio and rates decrease instead, the Fund will lose part or all of the benefit of the
increased value of the securities which it has hedged because it will have offsetting losses in its futures positions. In
addition, in such situations, if the Fund has insufficient cash, it may have to sell securities to meet daily variation margin
requirements at a time when it may be disadvantageous to do so. These sales of securities may, but will not necessarily
be at increased prices which reflect the decline in interest rates.

(07) Because of the low margin deposits normally required in futures contract trading (typically between
2% and 5% of the value of the contract purchased or sold), an extremely high degree of leverage is typical ot a futures
contract trading account. As a result, a relatively small price movement in a futures interest contract may result in
immediate and substantial losses to the investor. For example, if at the time of purchase 5% of the price of a contract is
deposited as margin, a 5% decrease in the value of the contract would, if the contract is then closed out, result in a total
loss of the margin deposit before any deduction for brokerage commissions. A decrease of more than 5% would result
in a loss of more than the total margin deposit. Thus, like other lever?iged investments, any purchase or sale of a futures
interest contract may result in losses in excess of the amount invested.

] % Most U.S. commodity exchanges limit fluctuations in certain futures interest contract prices during a
single day by regulations referred to as "daily price fluctuation limits" or "daily limits." Pursuant to such regulations,
during a single trading day no trades may be executed at prices beyond the daily limits. Once the price of a contact for
a particular commodity has increased or decreased b?/ an amount equal to the daily limit, positions in the commodity can
neither be taken nor liquidated unless traders are willing to effect trades at or within the limit. Prices in various confracts
have occasionally moved the daily limit for several consecutive days with little or no trading. Similar occurrences could

yrevent the Fund from Promptly liquidating unfavorable positions and subject the Fund to substantial losses. While daily
limits may reduce or effectively eliminate the liquidity of a particular market, they do not limit ultimate losses, and may
in fact substantially increase losses because they may prevent the liquidation of infavorable positions.

) In addition, the Fund may not be able to execute trades at favorable prices if little trading in the contracts
involved is taking F_lace. Under some circumstances, the Fund may be required to accept or make delivery of the
underlying financial instrument if the position cannot be liquidated prior to its expiration date. It also is possible that an
exchange or the CFTC may suspend trading in a particular contract, order immediate liquidation and settlement of a
particular contract, or order that trading in a particular contract be conducted for liquidation only.

. i The CFTC and the U.S. commodity exchanges have established limits referred to as "speculative
position limits" or "position limits" on the maximum nét long or net short position which any person or group of persons
may own, hold, or control in particular futures contracts.

Under currently applicable regulations, the Fund as a whole is required to comply with position limits as if it
were a single trader. Position limits may prevent the Fund from acc{ulrlng positions which might otherwise have been
hlghl}% pro 1%1})1(3. Any violation of speculative position limits would lead to mandatory liquidation of positions, possibly
on unfavorable terms:

Cover. Transactions using Derivative Instruments that are not transacted on or subject to the rules of a regulated
futures contract exchange or securifies exchange, other than purchased options, may expose the Fund to an obligation to
another party. The Fund may not enter into any such transactions unless it owns either (1)an offsetting ("covered")
position in securities or other options or futures contracts or (2)cash, receivables and/or short-term debt securities, with
a value sufficient at all times to cover its potential obligations to the extent not covered as provided in(1) above.

Assets used as cover cannot be sold while the position in the corresponding Derivative Instrument is open, unless
they are replaced with similar assets. As a result, the commitment of a large portion of the Fund's assets to cover could
impede portfolio management or the Fund's ability to meet other current obligations.

Covered Straddles. The Fund may purchase and write (sell) covered straddles on securities or bond indices.
A long straddle is a combination of a call and a put option Purchased on the same security or on the same futures contract,
where the exercise price of the A)ut is less than or eq[u.al.to the exercise price of the call. The Fund would enter into a lon.
straddle when the Investment Adviser believes that it is likely that interest rates will be more volatile during the term o
the option than the option pricing implies. A short straddle is a combination of a call and a put written on the same
security where the exercise price of the put is less than or equal to the exercise price of the call. The Fund would enter
into a short straddle when the Investment Adyviser believes that it is unlikely that interest rates will be as volatile during
the term of the options as the option pricing implies.

Options. The Fund may I%urchase putand call options, and write covered put and call options, on debt securities
and bond indices. The purchase of call options serves as a long hedge, and the purchase of put options serves as a short
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hedge. Writing covered put options can enable the Fund to enhance income by reason of the premiums paid by the
purchasers of such options. However, if the market price of the underlying security declines to less than the exercise price
on the option, minus the premium received, the Fund would expect to sutfer a loss. Writing covered call options serves
as a limited short hedge, because declines in the value of the hedged investment would be offset to the extent of the
premium received for writing the option. However, if the security appreciates to a price hl%lf;r than the exercise price
of the call option, it can be expected that the option will be exercised, and the Fund will be obligated to sell the security
at less than 1ts market value.

) The value of an option position will reflect, among other things, the current market value of the underlying
investment, the time remaining until ¢)g%)1rat10n, the relationship of the exercise price to the market price of the underlying
investment, the historical price volatility of the underlying investment and general market conditions. Options normally
have expiration dates of up to nine months. Options that expire unexercised have no value.

The Fund may effectively terminate its right or obligation under an option by entering into a closing transaction,
For example, the Fund may terminate its obligations under a call option that it had written by purchasing an identical call
option; that is known as a'closing purchase transaction. Convgrselgil,.th.e Fund may terminate a position in a put or call
option it had purchased by writing an identical put or call option; this is known as a closing sale transaction. Closing
transactions permit the Fund to realize profits or limit losses on an option position prior to ifs exercise or expiration.

.. The Fund may purchase or write both exchange-traded and OTC options. Exchange markets for options on debt
securities exist but are relatively new, and these instruments are primarily traded on the OTC market. Exchange-traded
options in the U.S. are issued by a clearing organization affiliated with the exchange on which the option is listed which,
in effect, guarantees completion of every exchange-traded option transaction. In contrast, OTC options are contracts
between the Fund and a counterparty (usually a securities dealer or a bank) with no clearing organization guarantee. Thus,
when the Fund purchases or writes'an OTC option, it relies on the party from whom it purchased the option or to whom
it has written the option (the "counterparty™) to make or take delivery of the underlying investment upon exercise of the
O]fgthIl. Failure by the counterparty to do so would result in the loss of any premium paid by the Fund as well as the loss
of any expected benefit of the transaction.

] Ge.nerallgJ the OTC debt options used lgly the Fund are European-style options. This means that the option is only
exercisable immediately prior to its expiration. This is in contrast to American-style options, which are exercisable at any
time prior to the expiration date of the option.

o The Fund's ability to establish and close out positions in exchange-listed options depends on the existence of a
liquid market. The Fund presently does, and intends to, purchase or write only those exchange-traded options for which
there a{)pears to be a liquid secondary market. However, there is no assurance that such a market will exist at any
particular time, Closing transactions can be made for OTC options only by negotiating directly with the counterparty,
or by a transaction in the secondary market if any such market exists. Although the Fund may enter into OTC options only
with contra parties that are expectéd to be capable of entering into closing transactions with the Fund, there is no assurance
that the Fund will in fact be able to close out an OTC option position at a favorable price prior to expiration. In the event
of insolvency of the counterparty, the Fund might be unable to close out an OTC option position at any time prior to its
expiration.

 If the Fund were unable to effect a closing transaction for an option it had purchased it would have to exercise
the option to realize any profit. The inability to enter into a closing purchase transaction for a covered call option written
by the Fund could cause material losses because the Fund would be unable to sell the investment used as cover for the
written option until the option expires or is exercised.

Guideline for Options on Securities. In view of the risks involved in using the options strategies described
above, the Fund's Board of Directors has determined that the Fund may purchase a put or call option, 1nc1ud1n%:any
straddles or spreads, on%y, if the premium paid when a?gregated with the premiums on all other options held by the Fund
does not exceed 5% of its total assets. This guideline may be modified b%/ the Fund's Board of Directors without
shareholder vote. Adoption of this guideline does not limit the percentage of the Fund's assets at risk to 5%.

Futures. The Fund may purchase and sell interest rate futures contracts and bond index futures contracts. The
Fund may also purchase put and call options, and write covered é)ut and call options, on futures in which it invests. The
%)urchase of futures or call options thereon can serve as a long hedge, and the sale of futures or the purchase of put options
hereon can serve as a short hedge. Writing covered call 0[1) 1ons on futures contracts can serve as a limited short hedge
using a strategy similar to that used for writing covered call options on securities or indices. Similarly, writing covere
put options on futures contracts can serve as a limited long hedge.

) The Fund may also write put options on interest rate futures contracts while at the same time ]}l)urchasing call
options on the same futures contracts in order synthetically to create a long futures contract position, Such options would
have the same strike prices and expiration dates. The Fund may engage in this strategy only when it is more advantageous
to the Fund than is purchasing the futures contract.

~No price is paid upon entering into a futures contract. Instead, at the inception of a futures contract the Fund is
required to deposit in a segregated account with its Custodian, in the name of the futures broker through whom the
transaction was effected, "initial margin" consisting of cash, U.S. Government securities or other liquid, high-grade debt
securities, in an amount generally equal to 2% to 5% or less of the contract, in accordance with applicable exchange rules.
Unlike margin in securities transactions, initial margin on futures contracts does not represent a borrowing, but rather is
in the nature of a performance bond or good-faith deposit that is returned to the Fund at the termination of the transaction
if all contractual obligations have been satisfied. Under certain circumstances, such as periods of high volatility, the Fund
may be required by an Qxchange to increase the level of its initial margin payment, and initial margin requirements might
be increased generally in the future by regulatory actions.
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. Subsequent "variation margin" payments are made to and from the futures broker daily as the value of the futures
position varies, a process known as "marking to market." Variation margin does not involve borrowing, but rather
represents a daily settlement of the Fund's obligations to or from a futures broker. When the Fund purchases an option
on a futures confract, the premium paid plus transaction costs is all that is at risk. In contrast, when the Fund purchases
or sells a futures contract or writes a put or call option thereon, it is subject to daily variation mar(%m calls that could be
substantial in the event of adverse price movements. If the Fund has insufficient cash to meet daily variation margin
requirements, it might need to sell securities at a time when such sales are disadvantageous.

o Holders and writers of futures positions and options on futures can enter into offsetting closing transactions,
similar to c.losm%)tran.sactlons on options, by selling or purchasing, respectively, an instrument identical to the instrument
held or written. Positions in futures and options on futures may be closed only on an exchange or board of trade that
provides a secondary market. The Fund enters, and intends to, enter into futures transactions only on exchanges or boards
of trade where there appears to be a liquid secondary market. However, there is no assurance that such a market will exist
for a particular contract at a particular time. Secondary markets for options on futures are currently in the development
stage, and the Fund may not trade options on futures on argg exchange or board of trade unless, in the Investment Adviser's
opinion, the markets for such options have developed sufticiently that the liquidity risks for such options are not greater
than the corresponding risks for futures.

Under certain circumstances, futures exchan%es may establish daily limits on the amount that the price of a future
or related option can vary from the previous day's settlement price; once that limit is reached, no trades may be made that
day at a price beyond the limit. Daily Prlce limits do not limit potential losses because prices could move to the daily limit
for several consecutive days with little or no trading, thereby preventing liquidation of unfavorable positions.

If the Fund was unable to hqtuldate a futures or related options positions due to the absence of a 11%1}1(1 secondary
market or the imposition of price limits, it could incur substantial losses. The Fund would continue to be subject to market
risk with respect to the position. In addition, except in the case of purchased options, the Fund would continue to be
required to make daily variation margin payments and might be required to maintain the position being hedged by the

future or option.

Certain characteristics of the futures market might increase the risk that movements in the prices of futures
contracts or related 1(')tptl,ons might not correlate perfectly with movements in the prices of the investments being hedged.
For example, all participants in the futures and related options markets are subject to daily variation margin calls and
might be compelled to ll%uldate. futures or related options positions whose prices are moving unfayorabl}}/lto avoid being
subject to further calls. These liquidations could increase price volatility of the instruments and distort the normal price
relationship between the futures or options and the investments being hedged. Also, because initial margin deposit
requirements in the futures market are less onerous than margin requirements in the securities markets, there might be
increased participation by speculators in the futures markets. This partlcg%)_atlon also might cause temporary price
distortions. In addition, activities of large traders in both the futures and securities markets involving arbitrage, "program
trading" and other investment strategies might result in temporary price distortions.

. Guideline for Futures and Related Options. In view of the risks involved in using the futures and options
strategies that are described above, the Fund's Board of Directors has determined that the Fund may not purchase or sell
futures contracts or related options if, immediately thereafter, the sum of the amount of initial marﬁm deposits on existing
futures positions and initial mar%m cieglosns and premiums paid for related options would exceed 5% of its total assets.
This guideling may be modified by the Fund's Board of Directors without shareholder vote. For purposes of this

uideline, options on futures contracts traded on a commodities exchange are considered "related options." Adoption of
is guideline does not limit the percentage of the Fund's assets at risk to 5%.

The Fund may use the following Derivative Instruments:

) Options on Debt Securities. A call option is a short-term contract pursuant to which the purchaser of the option,
in return for a gremlum, has the right to buy the security undjcrlyln]% the option at a s%)emﬁed price at any time during the
term of the option. The writer of the call option, who receivés the premium, has the obligation, upon exercise of the
option during the option term to deliver the underlying security against payment of the exercise price. A put option is a
similar contract that gives its %urchaser, in return for a premium, the right to sell the underlym& security at a specified
price during the option term. The writer of the put option, who receives the premium, has the obligation, upon exercise
of the option during the option term, to buy the underlying security at the exercise price.

Options on Bond Indices. A bond index assigns relative values to the debt securities included in the index and
fluctuates with changes in the market values of those debt securities. A bond index option operates in the same way as
a more traditional option on a debt security, except that exercise of a bond index option is effective with cash payment
and does not involve delivery of securities. Thus, upon exercise of a bond index option, the purchaser will realize, and
the writer will pay, an amount based on the difference between the exercise price and the closing price of the bond index.

Interest Rate Futures Contracts. Interest rate futures contracts are bilateral agreements pursuant to which one
party a%rees to make, and the other party agrees to accept, delivery of a specified type of debt security or other interest
rate instruments at a specified future time and at a specified price or its equivalent cash-settled value. Although such
futures contracts by their terms call for actual delivery or acceptance of debt securities or other interest rate instruments,
in most cases the contracts are closed out before the settlement date without the making or taking of delivery of the debt
security or other interest rate instrument.

_ Options on Futures Contracts. Options on futures contracts are similar to options on securities, except that
an option on a futures contract gives the purchaser the right, in return for the premium, to assume a position in a futures
contract (a long position if the option is a call and a short position if the option is_ a put), rather than to purchase or sell
a security, at a specified 1Erlce at any time during the option term. Upon exercise of the option, the delivery of the futures
gosmo_n to the holder of the 0}f)t10n will be accompanied by delivery of the accumulated balance that represents the amount

y which the market price of the futures contract exceeds, in theé case of a call, or is less than, in the case of a put, the
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exercise price of the option on the future. The writer of an option, upon exercise, will assume a short position in the case
of a call and a long position in the case of a put.

Bond Index Futures. A bond index futures contract is a bilateral agreement pursuant to which one party agrees
to accept, and the other party agrees to make, delivery of an amount of cash equal to a specified dollar amount times the
difference between the bond index value at the close of trading of the contract and the price at which the futures contract
is orlﬁmally struck. No physical dehve?r of the debt securities comprising the index is made. Generally, contracts are
closed out prior to the expiration date of the contract.

Swaps and Interest Rate Protection Transactions. The Fund has, and may in the future, enter into interest
rate and other swaps, including interest rate protection transactions, interest rate caps, collars and floors. Swap
transactions involve an agreement between two parties to exchange payments that are based, respectively, on indices or
specific securities or other assets, such as variable and fixed-rates of interest that are calculated on the basis of a specified
amount of principal (the "notional grlnmpal amount") for a specified period of time. Interest rate cap and floor
transactions involve an agreement between two parties in which the first party agrees to make payments to the
counter;t)art?r when a designated market interest rate goes above (in the case of a cap) or below (in the case of a floor) a
designated level on predetermined dates or during a specified time period. Interest rate collar transactions involve an
agreement between two parties in which the first party makes payments to the counterparty when a designated market
interest rate goes above a designated level of predetermined dates or during a specified time period, and the counterparty
makes payments to the first party when a designated market interest rate goes below a designated level on predetermined
dates or during a specified time period.

.. The Fund may engage in swap transactions_directly with other counterparties. This subjects the Fund to the
credit risk that a countergarty will default on an obligation to the Fund. Such a risk contrasts with transactions done
through exchange markets, wherein credit risk is reduced through the collection of variation margin and through the
interposition of a clearing organization as the guarantor of all transactions. Clearing organizations transform the credit
risk of individual counterparties into the more remote risk of the failure of the clearing organization. Additionally, the
financial integrity of swap transactions is generally unsuf)ported by other regulatory or self-regulatory protections such
as margin requiréments, capital requirements, or financial compliance programs. Therefore, there are much greater risks
of defaults with respect to swap transactions than with respect to exchange-traded futures or securities transactions.

) The Fund expects to enter into interest rate protection transactions to preserve a return or spread on a particular
investment or portion of its portfolios to protect against any increase in the price of securities the Fund anticipates

urchasing at a later date or to effectively fix the rate of interest that it pays on one or more borrowings or series of
t orrotwmgts. The Fund presently does, and intends to, use these transacfions as a hedge and not as a speculative
investment.

_ .. The Fund has, and may in the future, enter into swaps, caps, collars and floors on either an asset-based or
liability-based basis, depending on whether it is hedging its assets or its liabilities, and usually enters into interest rate
swaps on a net basis, I.€., the two payment streams are netted out, with the Fund receiving or paying, as the case may be,
only the net amount of the two payments. Inasmuch as these transactions are entered into for good faith hedging purposes,
the ITnvestment Adviser and the Fund believe such obligations do not constitute debt securities and, accordingly, does not
treat them as being subject to its borrowing restrictions.

The Fund may enter into such transactions only with banks and recogmzed securities dealers believed by the
Investment Adviser to present minimal credit risks in accordance with guidelines established by the Fund's Board of
Directors. If there is a default bg the other party to such a transaction, the Fund may have to rely on its contractual
remedies (which may be limited by bankruptcy, insolvency or similar laws) pursuant’to the agreements related to the
transaction.

‘The swap market has grown substantially in recent dyears with a large number of banks and investment banking
firms acting both as principals and as agents utilizing standardized sw?ip documentation. Caps, collars and floors are more
recent innovations for which documentation is less standardized, and accordingly, they are less liquid than swaps.
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APPENDIX F
PRIVACY POLICY

The Fund is committed to protecting the Fersonal information that it collects about individuals who are
prospective, former or current investors. The Fund collects personal information for business purposes to process requests
and transactions and to provide customer service. Personal information is obtained from the following sources:

Investor applications and other forms, which may include your name(s), address, social security number, or tax
identification number;

Written and electronic correspondence, including telephone contacts; and

Account history, including information about the Fund's transactions and balances in your accounts with UBS Financial
Services Inc, or our affiliates, other fund holdings in any UBS Financial Services Puerto Rico Family of Funds, and any
affiliation with UBS AG and its subsidiaries.

The Fund limits access to personal information to those employees who need to know that information in order to process
transactions and service accounts. Employees are required to maintain and protect the confidentiality of personal
information. The Fund maintains physical, electronic, and procedural safeguards to protect personal information.

The Fund may share personal information described above with its affiliates for business Pu oses, such as to facilitate
the servicing of accounts. The Fund may share the personal information described above for business purposes with an
unaffiliated third party only if the entity is under contract to perform transaction prqcessmg servicing or maintaining
investor accounts on behalf of the Fund.” The Fund may share personal information with its affiliates or other companies
who are not affiliates of the Fund that perform marketing services on the Fund's behalf or to other financial institutions
with whom it has marketing a%eements for joint products or services. These companies are not permitted to use personal
information for any purposes beyond the intended use (or as g@rmltted by law). No Fund sells personal information to
third parties for their independent use. The Fund may also disclose personal information to regulatory authorities or
otherwise as permitted by law.



No person has been authorized to give any
information or to make any representations in
connection with this offering other than those
contained in this Offering Circular and, if given or
made, such other information and representations
must not be relied upon as having been authorized b
the Fund or any underwriter, dealer, or agent.
Neither the delivery of this Offering Circular nor any
sale made hereunder will, under any circumstances,
create any implication that there has been no change
in the affairs of the Fund since the date hereof or that
the information contained herein is correct as of any
time subsequent to its date. However, if any material
change occurs while this Offering Circular is
rq?lmred by law to be delivered, the Offering Circular
will be amended or supplemented accordingly. This
Offering Circular does not constitute an offer to sell
or a solicitation of an offer to buy any securities other
than the securities to which it relates. This Offering
Circular does not constitute an offer to sell or a
solicitation of an offer to buy such securities in any
circumstances in which such offer or solicitation is
unlawful.
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