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Puerto Rico Investors Tax-Free Fund, Inc.

Leslie Highley, Jr., Portfolio Manager since 1995, UBS Asset Managers of Puerto Rico
Javier Rubio, Portfolio Manager since 1996, Popular Asset Management

Investment Objective and Policies

High level of current income that, for Puerto Rico residents, is exempt from Federal and Puerto Rico income tax,
consistent with the preservation of capital. The Fund is required, pursuant to Article 6(e) of the Puerto Rico Investment
Companies Act and a ruling issued by the Office of the Commissioner of Financial Institutions (the "OCFI"), to invest
at least 67% of its total assets in Puerto Rico Obligations (as described in the Prospectus). In satisfaction of this
requirement, and in seeking to achieve the Fund's objective, the Fund invests at least 70% of its total assets in Puerto
Rico Obligations and may invest up to 30% of its total assets in, among other things, securities issued or guaranteed
by the U.S. Government, its agencies or instrumentalities.* The Fund may increase amounts available for investment
through the issuance of preferred stock, debt securities, and other forms of leverage representing not more than
50% of the Fund's total assets immediately after the issuance of such securities.

Portfolio Statistics and Characteristics’
Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

Leverage $87.73 milion  [felmselNE=cl

% Leverage 50% Average Maturity
Hedge Notional 2 $66.11 million ration
| Leverage Cost 4.14%
| Expense Ratio 1.45%
Pricing and Distribution History' Portfolio Summary*’
Initial Public Offering (IPO) Price 10.00 PR Obligations 60.36%
52-Week Market Low/High 9.30/9.62 PR Issuers 51.63%
YTD NAV Change -0.27 Mortgage-Backed Securities 6.25%
YTD Market Price Change -0.15 Preferred Stocks 2.48%
IPO Yield 3 5.45% US Obligations 39.64%
Market Yield 3 5.76% US Agencies 39.64%
Last Dividend Paid $0.0454
Last 12-month Dividend $0.5500
Historical Market Price and NAV Performance 4
NAV Return Market Return
YTD 0.02% 1.83%
EeE 1 Year 8.70% 9.06%

127 3 Years 3.69% 2.81%

5 Years 3.91% 3.73%

Life 6.83% 7.91%
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Growth of a $10,000 Investment
as of June 30, 2007 *

$25,732

1195 6/07

Special Considerations

The Fund is a non-diversified, closed-end management
investment company registered under the Puerto Rico
Investment Companies Act, as amended. investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in interest
rates, general market conditions, and other political,
social, and economic developments. An investment in
the Fund involves certain risks, including the loss of any
amounts invested. It is appropriate for long term investors
and is intended as one component of a balanced
investment plan. The Fund should not be viewed as a
vehicle for trading purposes. An investment in the Fund
is not equivalent to an investment in the underlying
securities of the Fund. In addition, the Fund’s investment
concentration in Puerto Rico securities makes the Fund
more susceptible to risk factors affecting Puerto Rico
securities than an investment company that is invested
across a broader geographical range. The Fund’s use of
leverage is a speculative investment technigue which
involves increased risk to the Fund’s shareholders,
including the possibility of higher volatility of both the
net asset value and the market value of the shares of
common stock. Portfolio transactions between the Fund
and its affiliates, including UBS Financial Services
Incorporated of Puerto Rico and Popular Securities, Inc.,
take place. Such transactions are conducted in
accordance with procedures adopted by the Fund's

*

Credit Quality *

AAA - 48%

BBB - 40%

A-5%

>BBB - 7%

Board of Directors in an effort to address potential
conflicts of interest. It is important to note that the
Fund’s shares of common stock may trade at either a
discount or premium of net asset value. The Fund’s
shares of common stock may be purchased or otherwise
transferred only to individuals who are residents of
Puerto Rico and to persons other than individuals, whose
principal office and principal place of business are located
in Puerto Rico. These securities are not insured nor are
they deposits or obligations of, or guaranteed by, UBS
Financial Services Incorporated of Puerto Rico or its
affiliates or Banco Popular de Puerto Rico or its affiliates.
Securities issued by the Fund are not insured by the
Federal Deposit Insurance Corporation, the Federal
Reserve Board, or any other agency or instrumentality
of the U.S. Government.

Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended
for Puerto Rico residents and may not be suitable for
all investors. Before making an investment in the Fund,
investors are encouraged to read the Annual Report.
For more up to date information, please contact your
Financial Advisor.

Subject to certain requirements in the Fund's Prospectus. Since August 2005, the Fund has received temporary authorizations from the OCFI to deviate from the investment

requirement in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities as they become available under normal market-conditions.
Such temporary authorizations have been periodically extended by the OCF, though there is no guarantee that they will be so extended in the future.

—

- As of June 30, 2007. The Fund's portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time.

N

w

- The Fund may use a variety of derivative instruments including securities options, financial futures contracts, options on futures contracts, and other interest rate protection

tr{ansactions such as swap agreements, to attempt to hedge its portfolio of assets and seek to enhance its rturn. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund's portfolio and that any particular hedging strategy adopted will succeed.

- Market yield is calculated by muiltiplying the current month's distribution by twelve and dividing by the average between the bid and ask month-end market prices. IPO

yield ?s calculated by multiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-
date information please contact the Puerto Rico Investors Family of Funds at telephone number 787-751-5452.

- As of June 30, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are

used with Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by
calculating the average between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value (or at market value when Shares
are repurchased in the open market) on the pay date. In the case of net asset value return, the Fund's net asset value per Share is used, rather than the average between
the bid and ask price, to determine such total return. Closed-end funds such as this Fund trade at market price. Additionally, the total return figures do not reflect any
commissions or sales charges payable in connection with a purchase or sale of Shares and which may vary with each brokerage institution. Such total return figures are
not representative of the performance of an individual investment. The price of a Share and investment return will vary so that an investor's Shares may be worth more
or less than their original cost. The $10,000 investment is hypothetical and is shown for illustrative purposes only. The return based on the net asset value also reflects
expenses incurred by the Fund for certain services, including among others, investment advisory, administration, custody, and transfer agency services. The fees for such
services are based on a percentage of the Fund's portfolio assets. To obtain additional information related to the amounts paid by the Fund for such services or a copy
of the Fund's Annual Report, please contact the Puerto Rico Investors Family of Funds at 787-751-5452.




Puerto Rico Investors Tax-Free Fund Inc. 11

Leslie Highley, Jr., Portfolio Manager since 1995, UBS Asset Managers of Puerto Rico
Javier Rubio, Portfolio Manager since 1996, Popular Asset Management

Investment Objective and Policies

High level of current income that, for Puerto Rico residents, is exempt from Federal and Puerto Rico income tax,
consistent with the preservation of capital. The Fund is required, pursuant to Article 6(e) of the Puerto Rico Investment
Companies Act and a ruling issued by the Office of the Commissioner of Financial Institutions (the "OCFI"), to invest
at least 67% of its total assets in Puerto Rico Obligations (as described in the Prospectus). In satisfaction of this
requirement, and in seeking to achieve the Fund's objective, the Fund invests at least 70% of its total assets in Puerto
Rico Obligations and may invest up to 30% of its total assets in, among other things, securities issued or guaranteed
by the U.S. Government, its agencies or instrumentalities.* The Fund may increase amounts available for investment
through the issuance of preferred stock, debt securities, and other forms of leverage representing not more than
50% of the Fund's total assets immediately after the issuance of such securities.

Portfolio Statistics and Characteristics'
Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

Commencement May1995

_ Market Price 947 Leverage LYWL \\cighted Average Coupon  586%
Net Asset Value 1.717 % Leverage ? 51% Average Maturity 18.00 years
~ Premium/Discount 121.88% Hedge Notional 3 $73.78 million  [AVsig=tel=BIUIEIelela) 8.99 years
_ Total Net Assets el lllilelyl || | everage Cost 3.98% Effective Duration 403 years
Shares Outstanding 11,952,272 Expense Ratio 1.41% Undistributed Income ~ $811,945
Pricing and Distribution History’ Portfolio Summary*’
Initial Public Offering (IPO) Price 10.00 PR Obligations 64.42%
52-Week Market Low/High 9.42/9.62 PR Issuers 57.42%
YTD NAV Change -0.27 Mortgage-Backed Securities 4.74%
YTD Market Price Change -0.15 Preferred Stocks 2.26%
IPO Yield 4 5.45% US Obligations 35.58%
Market Yield 4 5.76% US Agencies 35.58%
Last Dividend Paid $0.0454
Last 12-month Dividend $0.5517
Historical Market Price and NAV Performance ®
NAV Return Market Return
YTD 0.02% 1.89%
e 1 Year 8.15% 7.29%
i2r 3 Years 3.40% 1.51%
10 , 5 Years 3.96% 4.93%
' Life 6.43% 7.67%
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Growth of a $10,000 Investment
as of June 30, 2007 5

$24,284

$26.000
$24,000
$22.000
$20,000
318,000
£16,000
$14,000
$12,000
$10.000

$8,000

5/95 6/07

$pecial Considerations

The Fund is a non-diversified, closed-end management
investment company registered under the Puerto Rico
Investment Companies Act, as amended. Investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in interest
rates, general market conditions, and other political,
social, and economic developments. An investment in
the Fund involves certain risks, including the loss of any
amounts invested. It is appropriate for long term investors
and is intended as one component of a balanced
investment plan. The Fund should not be viewed as a
vehicle for trading purposes. An investment in the Fund
is not equivalent to an investment in the underlying
securities of the Fund. In addition, the Fund’s investment
concentration in Puerto Rico securities makes the Fund
more susceptible to risk factors affecting Puerto Rico
securities than an investment company that is invested
across a broader geographical range. The Fund’s use of
leverage is a speculative investment technique which
involves increased risk to the Fund’s shareholders,
including the possibility of higher volatility of both the
net asset value and the market value of the shares of
common stock. Portfolio transactions between the Fund
and its affiliates, including UBS Financial Services
Incorporated of Puerto Rico and Popular Securities, Inc.,
take place. Such transactions are conducted in
accordance with procedures adopted by the Fund’s

*

Credit Quality '

AAA - 45%

BBB - 39%

>BBB - 7%

Board of Directors in an effort to address potential
conflicts of interest. It is important to note that the

“Fund's shares of common stock may trade at either a

discount or premium of net asset value. The Fund’s
shares of common stock may be purchased or otherwise
transferred only to individuals who are residents of
Puerto Rico and to persons other than individuals, whose
principal office and principal place of business are located
in Puerto Rico. These securities are not insured nor are
they deposits or obligations of, or guaranteed by, UBS
Financial Services Incorporated of Puerto Rico or its
affiliates or Banco Popular de Puerto Rico or its affiliates.
Securities issued by the Fund are not insured by the
Federal Deposit Insurance Corporation, the Federal
Reserve Board, or any other agency or instrumentality
of the U.S. Government.

Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended
for Puerto Rico residents and may not be suitable for
all investors. Before making an investment in the Fund,
investors are encouraged to read the Annual Report.
For more up to date information, please contact your
Financial Advisor.

Subject to certain requirements in the Fund's Prospectus. Since August 2005, the Fund has received temporary authorizations from the OCF to deviate from the investment

requirement in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities as they become available under normal market conditions.
Such temporary authorizations have been periodically extended by the OCFI, though there is no guarantee that they will be so extended in the future.

[N

- As of June 30, 2007. The Fund's portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time.
The Fund’s leverage ratio fell below the 50% requirement as of the next NAV calculation on July 5, 2007.

w

wr

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 seek to enhance its rturn. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund's portfolio and that any particular hedging strategy adopted will succeed.

Market yield is calculated by multiplying the current month's distribution by twelve and dividing by the average between the bid and ask month-end market prices. IPO
yield is calculated by multiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-
date information please contact the Puerto Rico Investors Family of Funds at telephone number 787-751-5452.

- As of June 30, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are

used with Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by
calculating the average between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value (or at market value when Shares
are repurchased in the open market) on the pay date. In the case of net asset value return, the Fund's net asset value per Share is used, rather than the average between
the biq a_nd ask price, to determine such total return. Closed-end funds such as this Fund trade at market price. Additionally, the total return figures do not reflect any
commissions or sales charges payable in connection with a purchase or sale of Shares and which may vary with each brokerage institution. Such total return figures are
not representative of the performance of an individual investment. The price of a Share and investment return will vary so that an investor's Shares may be worth more
or less thgn their original cost. The $10,000 investment is hypothetical and is shown for fllustrative purposes only. The return based on the net asset value also reflects
€xpenses incurred by the Fund for certain services, including among others, investment advisory, administration, custody, and transfer agency services. The fees for such
services are based on a percentage of the Fund's portfolio assets. To obtain additional information related to the amounts paid by the Fund for such services or a copy
of the Fund's Annual Report, please contact the Puerto Rico Investors Family of Funds at 787-751-5452.




. Commenéement.
Market Price 962
Net Asset Value 7.89

_Premium/Discount
_ Total Net Assets
__ Shares Outstanding

Puerto Rico Investors Tax-Free Fund Il1, Inc.

Leslie Highley, Jr., Portfolio Manager since 1995, UBS Asset Managers of Puerto Rico
Javier Rubio, Portfolio Manager since 1996, Popular Asset Management

Investment Objective and Policies

High level of current income that, for Puerto Rico residents, is exempt from Federal and Puerto Rico income tax,
consistent with the preservation of capital. In seeking to achieve this objective, the Fund invests at least 67% of its
total assets in Puerto Rico Obligations (as described in the Prospectus). The Fund may invest up to 33% of its total
assets in, among other things, securities issued or gu aranteed by the U.S. Government, its agencies or instrumentalities.*
The Fund may increase amounts available for investment through the issuance of preferred stock, debt securities,
and other forms of leverage representing not more than 50% of the Fund'’s total assets immediately after the

issuance of such securities.

Portfolio Statistics and Characteristics’

Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

September 1995
Leverage
% Leverage 2
Hedge Notional 3
Leverage Cost
Expense Ratio

121.93%
$110.94 million
14 057 046

Pricing and Distribution History*

$114.29 million
51%

$83.47 million
3.99%

1.37%

Effective Duration .
Undistributed Income

Weighted Average Coupon
Average Maturity
Average Duration

, 4.1‘6 years
' '-$1,v363-,9031

Portfolio Summary*’

Initial Public Offering (IPO) Price 10.00
52-Week Market Low/High 9.14/9.72
YTD NAV Change -0.31
YTD Market Price Change -0.10
IPO Yield 4 5.60%
Market Yield 4 5.82%
Last Dividend Paid $0.0467
Last 12-month Dividend $0.5621

Historical Market Price and NAV

PR Obligations

PR Issuers

Mortgage-Backed Securities
Preferred Stocks

US Obligations
US Agencies

61.86%
49.86%
9.23%
2.77%

38.14%
38.14%

Performance °

127
10

o N O~ O ®

YTD

1 Year
3 Years
5 Years
Life

NAV Return Market Return
-0.38% 2.47%
7.72% 12.86%
4.38% 3.97%
4.14% 5.32%
6.47% 7.72%




Growth of a $10,000 Investment
as of June 30, 2007 °

$23,814

$26,000
$24,000
$22.000
$20,000
$18,000
$16,000
$14,000
$12,000
$10,000

$8000

special Considerations

The Fund is a non-diversified, closed-end management
investment company registered under the Puerto Rico
Investment Companies Act, as amended. Investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in interest
rates, general market conditions, and other political,
social, and economic developments. An investment in
the Fund involves certain risks, including the loss of any
amounts invested. It is appropriate for long term investors
and is intended as one component of a balanced
investment plan. The Fund should not be viewed as a
vehicle for trading purposes. An investment in the Fund
is not equivalent to an investment in the underlying
securities of the Fund. In addition, the Fund’s investment
concentration in Puerto Rico securities makes the Fund
more susceptible to risk factors affecting Puerto Rico
securities than an investment company that is invested
across a broader geographical range. The Fund’s use of
leverage is a speculative investment technique which
involves increased risk to the Fund’s shareholders,
including the possibility of higher volatility of both the
net asset value and the market value of the shares of
common stock. Portfolio transactions between the Fund
and its affiliates, including UBS Financial Services
Incorporated of Puerto Rico and Popular Securities, Inc.,
take place. Such transactions are conducted in
accordance with procedures adopted by the Fund’s

Credit Quality '

AAA - 52%

BBB - 30%

>BBB - 8%

Board of Directors in an effort to address potential
conflicts of interest. It is important to note that the
Fund’s shares of common stock may trade at either a
discount or premium of net asset value. The Fund’s
shares of common stock may be purchased or otherwise
transferred only to individuals who are residents of
Puerto Rico and to persons other than individuals, whose
principal office and principal place of business are located
in Puerto Rico. These securities are not insured nor are
they deposits or obligations of, or guaranteed by, UBS
Financial Services Incorporated of Puerto Rico or its
affiliates or Banco Popular de Puerto Rico or its affiliates.
Securities issued by the Fund are not insured by the
Federal Deposit Insurance Corporation, the Federal
Reserve Board, or any other agency or instrumentality
of the U.S. Government.

Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended
for Puerto Rico residents and may not be suitable for
all investors. Before making an investment in the Fund,
investors are encouraged to read the Annual Report.
For more up to date information, please contact your
Financial Advisor.

*
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Subject to certain requirements in the Fund's Prospectus. Since August 2005, the Fund has received temporary authorizations from the Office of the Commissioner of
Finandial Institutions ("OCFI") to deviate from its investment requirements in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities
as they become available under normal market conditions. Such temporary authorizations have been periodically extended by the OCFI, though there is no guarantee
that they will be so extended in the future.

- As of June 30, 2007. The Fund's portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time.
- The Funds leverage ratio fell below the 50% requirement as of the next NAV calculation on July 5, 2007.
- The Fund may use a variety of derivative instruments including securities options, financial futures contracts, options on futures contracts, and other interest rate protection

trénsadions such as swap agreements, to attempt to hedge its portfolio of assets and seek to enhance its return. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund's portfolio and that any particular hedging strategy adopted will succeed.

- Market yield is calculated by multiplying the current month’s distribution by twelve and dividing by the average between the bid and ask month-end market prices. IPO

yield fs calculated by muitiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-
date information please contact the Puerto Rico Investors Family of Funds at telephone number 787-751-5452.

- As of June 30, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are

used with Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by
calculating the average between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value (or at market value when Shares
are repurchased in the open market) on the pay date. In the case of net asset value return, the Fund's net asset value per Share is used, rather than the average between
the biq and ask price, to determine such total return. Closed-end funds such as this Fund trade at market price. Additionally, the total return figures do not reflect any
commissions or sales charges payable in connection with a purchase or sale of Shares and which may vary with each brokerage institution. Such total return figures are
not representative of the performance of an individual investment. The price of a Share and investment return will vary so that an investor's Shares may be worth more
or less than their original cost. The $10,000 investment is hypothetical and is shown for illustrative purposes only. The return based on the net asset value also reflects
expenses incurred by the Fund for certain services, including among others, investment advisory, administration, custody, and transfer agency services. The fees for such
services are based on a percentage of the Fund's portfolio assets. To obtain additional information related to the amounts paid by the Fund for such services or a copy
of the Fund's Annual Report, please contact the Puerto Rico Investors Family of Funds at 787-751-5452.




Puerto Rico Investors Tax-Free Fund Inc., IV

Leslie Highley, Jr., Portfolio Manager since 1996, UBS Asset Managers of Puerto Rico
Javier Rubio, Portfolio Manager since 1996, Popular Asset Management

Investment Objective and Policies

High level of current income that, for Puerto Rico residents, is exempt from Federal and Puerto Rico income tax,
consistent with the preservation of capital. In seeking to achieve this objective, the Fund invests at least 67% of its
total assets in Puerto Rico Obligations (as described in the Prospectus). The Fund may invest up to 33% of its total
assets in, among other things, securities issued or guaranteed by the U.S. Government, its agencies or instrumentalities.*
The Fund may increase amounts available for investment through the issuance of preferred stock, debt securities,
and other forms of leverage representing not more than 50% of the Fund's total assets immediately after the
issuance of such securities.

Portfolio Statistics and Characteristics’
Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

Leverage 93.58 million
% Leverage 50%
Hedge Notional 2 $70.52 million
Leverage Cost 3.98%
Expense Ratio 1.35%
Pricing and Distribution History' Portfolio Summary**
Initial Public Offering (IPO) Price 10.00 PR Obligations 50.13%
52-Week Market Low/High 9.93/10.23 PR Issuers 38.30%
YTD NAV Change -0.34 Mortgage-Backed Securities 9.21%
YTD Market Price Change -0.30 Preferred Stocks 2.62%
[PO Yield 3 5.70% US Obligations 49.87%
Market Yield 3 5.74% US Agencies 49.87%
Last Dividend Paid $0.0475
Last 12-month Dividend $0.5933
Historical Market Price and NAV Performance *
NAV Return Market Return
YTD -0.62% 0.55%
BT 1 Year 6.50% 5.83%
2r 3 Years 3.27% 3.64%
10 | - B : 5 Years 4.12% 5.32%

Life 6.61% 8.03%
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Growth of a $10,000 Investment
as of June 30, 2007 *

$23,840

2/96 6007

Special Considerations

The Fund is a non-diversified, closed-end management
investment company registered under the Puerto Rico
investment Companies Act, as amended. Investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in interest
rates, general market conditions, and other political,
social, and economic developments. An investment in
the Fund involves certain risks, including the loss of any
amounts invested. It is appropriate for long term investors
and is intended as one component of a balanced
investment plan. The Fund should not be viewed as a
vehicle for trading purposes. An investment in the Fund
is not equivalent to an investment in the underlying
securities of the Fund. In addition, the Fund’s investment
concentration in Puerto Rico securities makes the Fund
more susceptible to risk factors affecting Puerto Rico
securities than an investment company that is invested
across a broader geographical range. The Fund’s use of
leverage is a speculative investment technique which
involves increased risk to the Fund's shareholders,
including the possibility of higher volatility of both the
net asset value and the market value of the shares of
common stock. Portfolio transactions between the Fund
and its affiliates, including UBS Financial Services
Incorporated of Puerto Rico and Popular Securities, Inc.,
take place. Such transactions are conducted in
accordance with procedures adopted by the Fund's

Credit Quality *
AAA - 62%

A-11%

BBB - 20%

>BBB - 7%

Board of Directors in an effort to address potential
conflicts of interest. It is important to note that the
Fund’s shares of common stock may trade at either a
discount or premium of net asset value. The Fund'’s
shares of common stock may be purchased or otherwise
transferred only to individuals who are residents of
Puerto Rico and to persons other than individuals, whose
principal office and principal place of business are located
in Puerto Rico. These securities are not insured nor are
they deposits or obligations of, or guaranteed by, UBS
Financial Services Incorporated of Puerto Rico or its
affiliates or Banco Popular de Puerto Rico or its affiliates.
Securities issued by the Fund are not insured by the
Federal Deposit Insurance Corporation, the Federal
Reserve Board, or any other agency or instrumentality
of the U.S. Government.

Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended
for Puerto Rico residents and may not be suitable for
all investors. Before making an investment in the Fund,
investors are encouraged to read the Annual Report.
For more up to date information, please contact your
Financial Advisor.

Subject to certain requirements in the Fund's Prospectus. Since August 2005, the Fund has received temporary authorizations from the Office of the Commissioner of

Finandial Institutions (" OCFI") to deviate from its investment requirements in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities
as they become available under normal market conditions. Such temporary authorizations have been periodically extended by the OCFI, though there is no guarantee

that they will be so extended in the future.

NN

- As of June 30, 2007. The Fund's portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time.
- 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 seek to enhance ifs turn. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund’s portfolio and that any particular hedging strategy adopted will succeed.

3. Market yield is calculated by multiplying the current month's distribution by twelve and dividing by the average between the bid and ask month-end market prices. IPO
yield is calculated by multiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-
date information please contact the Puerto Rico Investors Family of Funds at telephone number 787-751-5452.

- As of June 30, 2007 . Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are

used with Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by
calculating the average between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value (or at market value when Shares
are repurchased in the open market) on the pay date. In the case of net asset value return, the Fund's net asset value per Share is used, rather than the average between
the biq avnd ask price, to determine such total return. Closed-end funds such as this Fund trade at market price. Additionally, the total return figures do not reflect any
comemissions or sales charges payable in connection with a purchase or sale of Shares and which may vary with each brokerage institution. Such total return figures are
not representative of the performance of an individual investment. The price of a Share and investment return will vary so that an investor's Shares may be worth more
or less thap their original cost. The $10,000 investment is hypothetical and is shown for illustrative purposes only. The return based on the net asset value also reflects
€xpenses incurred by the Fund for certain senvices, including among others, investment advisory, administration, custody, and transfer agency services. The fees for such

servi
of th

Ces are based on a percentage of the Fund's portfolio assets. To obtain additional information related to the amounts paid by the Fund for such services or a copy
e Fund's Annual Report, please contact the Puerto Rico Investors Family of Funds at 787-751-5452.
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Puerto Rico Investors Tax-Free Fund V, Inc.

Leslie Highley, Jr., Portfolio Manager since 1997, UBS Asset Managers of Puerto Rico
Javier Rubio, Portfolio Manager since 1997, Popular Asset Management

investment Objective and Policies

High level of current income that, for Puerto Rico residents, is exempt from Federal and Puerto Rico income tax,
consistent with the preservation of capital. In seeking to achieve this objective, the Fund invests at least 67% of its
total assets in Puerto Rico Obligations (as described in the Prospectus). The Fund may invest up to 33% of its total
assets in, among other things, securities issued or guaranteed by the U.S. Government, its agencies or instrumentalities. *
The Fund may increase amounts available for investment through the issuance of preferred stock, debt securities,
and other forms of leverage representing not more than 50% of the Fund's total assets immediately after the
issuance of such securities.

Portfolio Statistics and Characteristics’
Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

Leverage $144.56 million
% Leverage 50%
Hedge Notional 2 $105.76 million
Leverage Cost 3.96%
Expense Ratio 1.35%
Pricing and Distribution History' Portfolio Summary*'
Initial Public Offering (IPO) Price 10.00 PR Obligations 64.02%
52-Week Market Low/High 9.38/10.03 PR Issuers 51.99%
YTD NAV Change -0.31 Mortgage-Backed Securities 9.70%
YTD Market Price Change -0.20 Preferred Stocks 2.33%
IPO Yield 3 5.70% US Obligations 35.98%
Market Yield 3 5.80% US Agencies 35.98%
Last Dividend Paid $0.0475
Last 12-month Dividend $0.5779
Historical Market Price and NAV Performance 4
NAV Return Market Return
YTD -0.28% 1.53%
1 Year 7.70% 12.38%
27 3 Years 4.99% 4.53%
5 Years 4.35% 6.52%
Life 6.17% 7.73%

6/06 7/06 8/06 9/06 10/06 11/06 12/06 1/07 2/07 3/07 4/07 5/07 6/07
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Growth of a $10,000 Investment
as of June 30, 2007 4

$21,322

6/07

2/97

Special Considerations

The Fund is a non-diversified, closed-end management
investment company registered under the Puerto Rico
Investment Companies Act, as amended. Investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in interest
rates, general market conditions, and other political,
social, and economic developments. An investment in
the Fund involves certain risks, including the loss of any
amounts invested. It is appropriate for long term investors
and is intended as one component of a balanced
investment plan. The Fund should not be viewed as a
vehicle for trading purposes. An investment in the Fund
is not equivalent to an investment in the underlying
securities of the Fund. In addition, the Fund's investment
concentration in Puerto Rico securities makes the Fund
more susceptible to risk factors affecting Puerto Rico
securities than an investment company that is invested
across a broader geographical range. The Fund’s use of
leverage is a speculative investment technigue which
involves increased risk to the Fund’s shareholders,
including the possibility of higher volatility of both the
net asset value and the market value of the shares of

Credit Quality *

AAA - 54%

BBB - 30%
A-9%

>BBB - 7%

Board of Directors in an effort to address potential
conflicts of interest. It is important to note that the
Fund’s shares of common stock may trade at either a
discount or premium of net asset value. The Fund’s
shares of common stock may be purchased or otherwise
transferred only to individuals who are residents of
Puerto Rico and to persons other than individuals, whose
principal office and principal place of business are located
in Puerto Rico. These securities are not insured nor are
they deposits or obligations of, or guaranteed by, UBS
Financial Services Incorporated of Puerto Rico or its
affiliates or Banco Popular de Puerto Rico or its affiliates.
Securities issued by the Fund are not insured by the
Federal Deposit Insurance Corporation, the Federal
Reserve Board, or any other agency or instrumentality
of the U.S. Government.

Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended

common stock. Portfolio transactions between the Fund for Puerto Rico residents and may not be suitable for
and its affiliates, including UBS Financial Services all investors. Before making an investment in the Fund,
Incorporated of Puerto Rico and Popular Securities, Inc., investors are encouraged to read the Annual Report.
take place. Such transactions are conducted in For more up to date information, please contact your
accordance with procedures adopted by the Fund’s Financial Advisor.

*

Subject to certain requirements in the Fund's Prospectus. Since August 2005, the Fund has received temporary authorizations from the Office of the Commissioner of
Financial Institutions ("OCFI*) to deviate from its investment requirements in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities
as they become available under normal market conditions. Such temporary authorizations have been periodically extended by the OCFI, though there is no guarantee
that they will be so extended in the future.

- As of June 30, 2007. The Fund’s portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time.

2 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 seek to enhance its rturn. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund’s portfolio and that any particular hedging strategy adopted will succeed.

3. Market yield is calculated by multiplying the current month's distribution by twelve and dividing by the average between the bid and ask month-end market prices. IPO
yield is calculated by multiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-
date information please contact the Puerto Rico Investors Family of Funds at telephone number 787-751-5452.

4. As of June 30, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are

used with Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by

calculating the average between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value (or at market value when Shares
are re_purchased in the open market) on the pay date. In the case of net asset value return, the Fund's net asset value per Share is used, rather than the average between
the blq alnd ask price, to determine such tota return. Closed-end funds such as this Fund trade at market price. Additionally, the total return figures do not reflect any

commissions or sales charges payable in connection with a purchase or sale of Shares and which may vary with each brokerage institution. Such total return figures are
not representative of the performance of an individual investment. The price of a Share and investment return will vary so that an investor's Shares may be worth more
or less thgn their original cost. The $10,000 investment is hypothetical and is shown for illustrative purposes only. The return based on the net asset value also reflects

expgnses incurred by the Fund for certain services, including among others, investment advisory, administration, custody, and transfer agency services. The fees for such
simlces are based on a percentage of the Fund's portfolio assets. To obtain additional information related to the amounts paid by the Fund for such services or a copy

of the Fund's Annual Report, please contact the Puerto Rico Investors Family of Funds at 787-751-5452.
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Puerto Rico Investors Tax-Free Fund VI, Inc.

Leslie Highley, Jr., Portfolio Manager since 1999,

UBS Asset Managers of Puerto Rico

Javier Rubio, Portfolio Manager since 1999, Popular Asset Management

Investment Objective and Policies

High level of current income that, for Puerto Rico residents, is exempt from Federal and Puerto Rico income tax,

consistent with the preservation of capital. In seeking to achieve this objective, the Fund invests at least 67 % of its
total assets in Puerto Rico Obligations (as described in the Prospectus). The Fund may invest up to 33% of its total
assets in, among other things, securities issued or guaranteed by the U.S. Government, its agencies or instrumentalities.*
The Fund may increase amounts available for investment through the issuance of preferred stock, debt securities,

and other forms of leverage representing not more than 50% of the Fund's total assets immediately after the

issuance of such securities.

Portfolio Statistics and Characteristics’

Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

 July 1999
e leverage
| % Leverage
, || Hedge Notional 2
(e gelolllitels) | Leverage Cost
 Outstanding 22,945,166  WSNEhESNiEile

Pricing and Distribution History'

LA Rl Veighted Average Co on

50% Average Maturity
$151.27 million [AVIEelels BlSielitela.
4.03% Effective Duration

1.36% Undistributed Income

Portfolio Summary*"

Initial Public Offering (IPO) Price 10.00
52-Week Market Low/High 9.98/10.53
YTD NAV Change -0.29
YTD Market Price Change -0.55
{PO Yield 3 6.10%
Market Yield 3 6.11%
Last Dividend Paid $0.0508
Last 12-month Dividend $0.6227

Historical Market Price and NAV

PR Obligations

PR Issuers
Mortgage-Backed Securities
Preferred Stocks

US Obligations
US Agencies

Performance *

64.41%
59.22%
2.99%
2.20%

35.59%
35.59%

|
|
|
|
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NAV Return
YTD 0.19%
1 Year 7.80%
3 Years 5.30%
5 Years 4.88%
Life 6.72%

Market Return

-1.85%
5.46%
4.55%
5.26%
8.04%

$25,0
$24,0
$22,0
320,
$18,(
$16,
$14,(
$12(
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| Growth of a $10,000 Investment
s of June 30, 2007 4

- $18,320

$24.000
$22.000
$20.000
$18.000
$16.000
$14,000
$12.000
$10,000

38,000

6/07

7/99

Special Considerations

The Fund is a non-diversified, closed-end management
investment company registered under the Puerto Rico
investment Companies Act, as amended. Investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in interest
rates, general market conditions, and other political,
social, and economic developments. An investment in
the Fund involves certain risks, including the loss of any
amounts invested. It is appropriate for long term investors
and is intended as one component of a balanced
investment plan. The Fund should not be viewed as a
vehicle for trading purposes. An investment in the Fund
is not equivalent to an investment in the underlying
securities of the Fund. In addition, the Fund’s investment

Credit Quality ’

AAA -44%

A-19% BBE - 32%

>BBB - 5%

Board of Directors in an effort to address potential
conflicts of interest. It is important to note that the
Fund’s shares of common stock may trade at either a
discount or premium of net asset value. The Fund’s
shares of common stock may be purchased or otherwise
transferred only to individuals who are residents of
Puerto Rico and to persons other than individuals, whose
principal office and principal place of business are located
in Puerto Rico. These securities are not insured nor are
they deposits or obligations of, or guaranteed by, UBS
Financial Services Incorporated of Puerto Rico or its
affiliates or Banco Popular de Puerto Rico or its affiliates.
Securities issued by the Fund are not insured by the
Federal Deposit Insurance Corporation, the Federal
Reserve Board, or any other agency or instrumentality

concentration in Puerto Rico securities makes the Fund of the U.S. Government.
more susceptible to risk factors affecting Puerto Rico
securities than an investment company that is invested
across a broader geographical range. The Fund’s use of
leverage is a speculative investment technique which
involves increased risk to the Fund’s shareholders,
including the possibility of higher volatility of both the
net asset value and the market value of the shares of
common stock. Portfolio transactions between the Fund
and its affiliates, including UBS Financial Services
Incorporated of Puerto Rico and Popular Securities, Inc.,
take place. Such transactions are conducted in
accordance with procedures adopted by the Fund’s

Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended
for Puerto Rico residents and may not be suitable for
all investors. Before making an investment in the Fund,
investors are encouraged to read the Annual Report.
For more up to date information, please contact your
Financial Advisor.

*

Subject to certain requirements in the Fund's Prospectus. Since August 2005, the Fund has received temporary authorizations from the Office of the Commissioner of
Finandial Institutions ("OCFI") to deviate from its investment requirements in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities
as they become available under normal market conditions. Such temporary authorizations have been periodically extended by the OCFI, though there is no guarantee
that they will be so extended in the future.

- As of june 30, 2007. The Fund's portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time.

- 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 seek to enhance its return. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund’s portfolio and that any particular hedging strategy adopted will succeed.

- Market yield is calculated by muttiplying the current month's distribution by twelve and dividing by the average between the bid and ask month-end market prices. IPO

yield is calculated by multiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-

date information please contact the Puerto Rico Investors Family of Funds at telephone number 787-751-5452.

As of June 30, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Finandial, based on certain financial data provided by the Fund and are

used with Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by

calculating the average between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value {or at market value when Shares
are repurchased in the open market) on the pay date. In the case of net asset value return, the Fund's net asset value per Share is used, rather than the average between
the bid and ask price, to determine such total return. Closed-end funds such as this Fund trade at market price. Additionally, the total return figures do not reflect any
commissions or sales charges payable in connection with a purchase or sale of Shares and which may vary with each brokerage institution. Such total return figures are
not representative of the performance of an individual investment. The price of a Share and investment return will vary so that an investor's Shares may be worth more
or less than their original cost. The $10,000 investment is hypothetical and is shown for illustrative purposes only. The return based on the net asset value also reflects
expenses incurred by the Fund for certain services, including among others, investment advisory, administration, custody, and transfer agency services. The fees for such
services are based on a percentage of the Fund's portfolio assets. To obtain additional information related to the amounts paid by the Fund for such services or a copy
of the Fund's Annual Report, please contact the Puerto Rico Investors Family of Funds at 787-751-5452,
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Puerto Rico Tax-Free Target Maturity Fund, Inc.

Leslie Highley, Jr., Portfolio Manager since 1996, UBS Asset Managers of Puerto Rico
Javier Rubio, Portfolio Manager since 1996, Popular Asset Management

Investment Objectives and Policies

(i) High level of current income that, for Puerto Rico residents, is exempt from Federal and Puerto Rico income tax,
consistent with the preservation of capital, and (i) the distribution to its holders of common stock of an amount
at least equal in the aggregate to the initial public offering price of $10 per Share, during the period commencing
January 1, 2007 and ending on or by December 31, 2022. In seeking to achieve its investment objectives, the Fund
invests at least 67 % of its total assets in Puerto Rico Obligations (as described in the Prospectus). The Fund may
invest up to 33% of its total assets in, among other things, securities issued or guaranteed by the U.S. Government,
its agencies or instrumentalities.* The Fund may increase amounts available for investment through the issuance
of debt securities and other forms of leverage representing not more than 50% of the Fund's total assets immediately
after the issuance of such securities.

Portfolio Statistics and Characteristics’
Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

Commencement August. 1996
Market Price 9.32 Leverage Ayl ITelsl \/\/eighted -Average Coupon 4.93%
Net Asset Value 8.79 % Leverage 46% Average Maturity 10.17 years
Premium/Discount 106.03% Hedge Notional 2 $15.00 million  EAVEIElEEIIE Telal 544 years
Total Net Assets MBI | overage Cost 4.84% Effective Duration 4.02 years
Shares Outstanding == 9,610,000 Expense Ratio 0.52% Undistributed Income $5.524,717
Pricing and Distribution History' Portfolio Summary*'
Initial Public Offering (IPO) Price 10.00 PR Obligations 47.46%
52-Week Market Low/High 9.22/9.32 PR Issuers 23.98%
YTD NAV Change -0.18 Mortgage-Backed Securities 23.48%
YTD Market Price Change 0.05
US Obligations 52.54%
IPO Yield 3 4.00% US Agencies 52.54%
Market Yield 3 4.29%
Last Dividend Paid $0.0333
Last 12-month Dividend $0.4000
Historical Market Price and NAV Performance *

NAV Return Market Return

YTD 0.21% 2.87%
1 Year 9.46% 5.79%
3 Years 4.44% 3.84%
5 Years 3.71% 3.40%
Life 5.64% 5.68%
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Growth of a $10,000 Investment
as of June 30, 2007 *

$18,190

$IEO00 T
24000
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510,00
55,000
8/96 6/07

Special Considerations
The Fund is a non-diversified, closed-end management

investment company registered under the Puerto Rico
investment Companies Act, as amended. Investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in interest
rates, general market conditions, and other political,
social, and economic developments. An investment in
the Fund involves certain risks, including the loss of any
amounts invested. It is appropriate for long term investors
and is intended as one component of a balanced
investment plan. The Fund should not be viewed as a
vehicle for trading purposes. An investment in the Fund
is not equivalent to an investment in the underlying
securities of the Fund. In addition, the Fund’s investment
concentration in Puerto Rico securities makes the Fund
more susceptible to risk factors affecting Puerto Rico
securities than an investment company that is invested
across a broader geographical range. The Fund’s use of
leverage is a speculative investment technigue which
involves increased risk to the Fund’s shareholders,
including the possibility of higher volatility of both the
net asset value and the market value of the shares of
common stock. Portfolio transactions between the Fund
and its affiliates, including UBS Financial Services
Incorporated of Puerto Rico and Popular Securities, Inc.,
take place. Such transactions are conducted in
accordance with procedures adopted by the Fund’s

Credit Quality '

AAA -92%

A-2%
>BBB - 1%

BBB - 5%

Board of Directors in an effort to address potential
conflicts of interest. It is important to note that the
Fund'’s shares of common stock may trade at either a
discount or premium of net asset value. The Fund’s
shares of common stock may be purchased or otherwise
transferred only to individuals who are residents of
Puerto Rico and to persons other than individuals, whose
principal office and principal place of business are located
in Puerto Rico. These securities are not insured nor are
they deposits or obligations of, or guaranteed by, UBS
Financial Services Incorporated of Puerto Rico or its
affiliates or Banco Popular de Puerto Rico or its affiliates.
Securities issued by the Fund are not insured by the
Federal Deposit Insurance Corporation, the Federal
Reserve Board, or any other agency or instrumentality
of the U.S. Government.

Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended
for Puerto Rico residents and may not be suitable for
all investors. Before making an investment in the Fund, i
investors are encouraged to read the Annual Report. |
For more up to date information, please contact your

Financial Advisor.

e

%

Subject to certain requirements in the Fund's Prospectus. Since August 2005, the Fund has received temporary authorizations from the Office of the Commissioner of
Financial Institutions (" OCFI") to deviate from its investment requirements in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities
as they become available under normal market conditions. Such temporary authorizations have been periodically extended by the OCF, though there is no guarantee
that they will be so extended in the future.

- As of June 30, 2007. The Fund’s portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time.

- The Fund may use a variety of derivative instruments including securities options, financial futures contracts, options on futures contracts, and other interest rate protection
t@nsactions such as swap agreements, to attempt to hedge its portfolio of assets and seek to enhance its eturn. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund’s portfolio and that any particular hedging strategy adopted will succeed.

. Market vield is calculated by multiplying the current month's distribution by twelve and dividing by the average between the bid and ask month-end market prices. IPO
yield is calculated by muttiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-
date information please contact the Puerto Rico Investors Family of Funds at telephene number 787-751-5452.

- As of June 30, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are
used with Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by
calculating the average between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value (or at market value when Shares
a‘fe Y?Durchased in the open market) on the pay date. In the case of net asset value total, the Fund's net asset value per Share is used, rather than the average between
the D@ avnd ask price, to determine such total return. Closed-end funds such as this Fund trade at market price. Additionally, the total return figures do not reflect any
comrmissions or sales charges payable in connection with a purchase or sale of Shares and which may vary with each brokerage institution. Such total return figures are
not representative of the performance of an individual investment. The price of a Share and investment return will vary so that an investor's Shares may be worth more
or less thgn their original cost. The $10,000 investment is hypothetical and is shown for illustrative purposes only. The return based on the net asset value also reflects

€xpenses incurred by the Fund for certain services, including among others, investment advisory, administration, custody, and transfer agency services. The fees for such b

services are based on a percentage of the Fund's portfolio assets. To obtain additional information related to the amounts paid by the Fund for such services or a copy "

of the Fund's Annual Report, please contact the Puerto Rico Investors Family of Funds at 787-751-5452.
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Puerto Rico Tax-Free Target Maturity Fund 11, Inc,

Leslie Highley, Jr., Portfolio Manager since 1997, UBS Asset Managers of Puerto Rico
Javier Rubio, Portfolio Manager since 1997, Popular Asset Management

Investment Objectives and Policies

(i) High level of current income that, for Puerto Rico residents, is exempt from Federal and Puerto Rico income tax,
consistent with the preservation of capital, and (ii) the distribution to its holders of common stock of an amount
at least equal in the aggregate to the initial public offering price of $10 per Share, during the period commencing
January 1, 2008 and ending on or by December 31, 2028. In seeking to achieve its investment objectives, the Fund
invests at least 67% of its total assets in Puerto Rico Obligations (as described in the Prospectus). The Fund may
invest up to 33% of its total assets i, among other things, securities issued or guaranteed by the U.S. Government,
its agencies or instrumentalities.* The Fund may increase amounts available for investment through the issuance
of debt securities and other forms of leverage representing not more than 50% of the Fund's total assets immediately
after the issuance of such securities.

Portfolio Statistics and Characteristics’
Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

Commencement July 1997
Market Price 8.96 Leverage YA TN lIeIsI \/\/cighted Average Coupon 5.45%
Net Asset Value 8.47 % Leverage 49% Average Maturity 14.01 years
Premium/Discount 105.79% Hedge Notional 2 $15.00 million  EAV=glelAbISE1ile]a 7.34 years
Total Net Assets SeERBRllIlols ] | overage Cost 4.82% Effective Duration 4.23 years
Shares Outstanding 7,535,000 Expense Ratio 1.10% Undistributed Income $3,676,038
Pricing and Distribution History' Portfolio Summary*"
Initial Public Offering (IPO) Price 10.00 PR Obligations 51.94%
52-Week Market Low/High 8.96/9.02 PR Issuers 26.48%
YTD NAV Change -0.23 Mortgage-Backed Securities 25.46%
YTD Market Price Change -0.05
US Obligations 48.06%
IPO Yield 3 3.80% US Agencies 48.06%
Market Yield 3 4.24%
Last Dividend Paid $0.0317
Last 12-month Dividend $0.3758
Historical Market Price and NAV Performance 4
NAV Return Market Return
i &”XJ YTD -0.50% 1.63%
12 1 Year 8.69% 2.68%
10l 3 Years 4.71% 1.42%
5 Years 4.12% 2.42%
Life 5.74% 5.85%

o N A O
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Growth of a $10,000 Investment
as of June 30, 2007 4

$17,574
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Special Considerations .

The Fund is a non-diversified, closed-end management
investment company registered under the Puerto Rico
Investment Companies Act, as amended. Investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in interest
rates, general market conditions, and other political,
social, and economic developments. An investment in
the Fund involves certain risks, including the loss of any
amounts invested. It is appropriate for long term investors
and is intended as one component of a balanced
investment plan. The Fund should not be viewed as a
vehicle for trading purposes. An investment in the Fund
is not equivalent to an investment in the underlying
securities of the Fund. In addition, the Fund’s investment
concentration in Puerto Rico securities makes the Fund
more susceptible to risk factors affecting Puerto Rico
securities than an investment company that is invested
across a broader geographical range. The Fund’s use of
leverage is a speculative investment technigue which
involves increased risk to the Fund’s shareholders,
including the possibility of higher volatility of both the
net asset value and the market value of the shares of
common stock. Portfolio transactions between the Fund
and its affiliates, including UBS Financial Services
Incorporated of Puerto Rico and Popular Securities, Inc.,
take place. Such transactions are conducted in
accordance with procedures adopted by the Fund’s

Credit Quality '
AAA - 98%

>BBB - 2%

Board of Directors in an effort to address potential
conflicts of interest. It is important to note that the
Fund’s shares of common stock may trade at either a
discount or premium of net asset value. The Fund’s
shares of common stock may be purchased or otherwise
transferred only to individuals who are residents of
Puerto Rico and to persons other than individuals, whose
principal office and principal place of business are located
in Puerto Rico. These securities are not insured nor are
they deposits or obligations of, or guaranteed by, UBS
Financial Services Incorporated of Puerto Rico or its
affiliates, or Banco Popular de Puerto Rico or its affiliates.
Securities issued by the Fund are not insured by the
Federal Deposit Insurance Corporation, the Federal
Reserve Board, or any other agency or instrumentality
of the U.S. Government.

Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended
for Puerto Rico residents and may not be suitable for
all investors. Before making an investment in the Fund,
investors are encouraged to read the Annual Report.
For more up to date information, please contact your
Financial Advisor.

*

[

w

Subject to certain requirements in the Fund's Prospectus. Since August 2005, the Fund has received temporary authorizations from the Office of the Commissioner of
finandial Institutions (" OCF(") to deviate from its investment requirements in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities
as they become available under normal market conditions. Such temporary authorizations have been periodically extended by the OCFI, though there is no guarantee
that they will be so extended in the future.

. As of june 30, 2007. The Fund’s portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time
- The Fund may use a variety of derivative instruments including securities options, financial futures contracts, options on futures contracts, and other interest rate protection

tré_ansactions such as swap agreements, to attempt to hedge its portfolio of assets and seek to enhance its eturn. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund’s portfolio and that any particular hedging strategy adopted will succeed.

- Market yield is calculated by multiplying the current month's distribution by twelve and dividing by the average between the bid and ask month-end market prices. IPO

yield is calculated by multiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-
date information please contact the Puerto Rico Investors Family of Funds at telephone number 787-751-5452.

As of June 30, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are
used with Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by
calculating the average between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value (or at market value when Shares
are repurchased in the open market) on the pay date. In the case of net asset value return, the Fund's net asset value per Share is used, rather than the average between
the biq and ask price, to determine such total return. Closed-end funds such as this Fund trade at market price. Additionally, the total return figures do not reflect any
commissions or sales charges payable in connection with a purchase or sale of Shares and which may vary with each brokerage institution. Such total return figures are
not representative of the performance of an individual investment. The price of a Share and investment return will vary so that an investor's Shares may be worth more
or less than their original cost. The $10,000 investment is hypothetical and is shown for illustrative purposes only. The return based on the net asset value also reflects
expgnses incurred by the Fund for certain services, including among others, investment advisory, administration, custody, and transfer agency services. The fees for such
services are based on a percentage of the Fund's portfolio assets. To obtain additional information related to the amounts paid by the Fund for such services or a copy
of the Fund's Annual Report, please contact the Puerto Rico Investors Family of Funds at 787-751-5452.
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I

Puerto Rico Investors

Leslie Highley, Jr., Portfolio Manager since 1999,

Bond Fund I

UBS Asset Managers of Puerto Rico

Javier Rubio, Portfolio Manager since 1999, Popular Asset Management

Investment Objective and Policies

High level of current income that, for Puerto Rico residents, is exempt from Federal and Puerto Rico income tax,

consistent with the preservation of capital. The Fund is

required, pursuant to Article 6(e) of the Puerto Rico Investment

Companies Act and a ruling issued by the Office of the Commissioner of Financial Institutions (the "OCF"), to invest
at least 67% of its total assets in Puerto Rico Obligations (as described in the Prospectus). In satisfaction of this
requirement, and in seeking to achieve the Fund's objective, the Fund invests at least 70% of its total assets in Puerto
Rico Obligations and may invest up to 30% of its total assets in, among other things, securities issued or guaranteed
by the U.S. Government, its agencies or instrumentalities.* The Fund may increase amounts available for investment
through the issuance of preferred stock, debt securities, and other forms of leverage representing not more than

50% of the Fund's total assets immediately after the

Portfolio Statistics and Characteristics’

issuance of such securities.

Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

_ Commencement January 1999

~ Market Price 957
 Net Asset Value 7.62

Leverage

% Leverage
_ Premium/Discount  125.59% Hedge Notional ?
_ Total Net Assets sy o7 niililels | Leverage Cost

~ Shares Outstanding 20,673,796  HSSCRNCREICS

Pricing and Distribution History'

$130.71 million Weighted»Ave'rége'Coupon:

45% Average Maturity ; ,19.88‘ ygaré
$127.36 million | AVelelel BiflEidela  8.05 years
4.05% Effective Duration 4 .05 years

32049004

1.08% Undistributed Income

Portfolio Summary*'

Initial Public Offering (IPO) Price 10.00
52-Week Market Low/High 8.72/9.57
YTD NAV Change 0.01
YTD Market Price Change 0.05
IPO Yield 3 5.55%
Market Yield 3 5.80%
Last Dividend Paid $0.0463

$0.5550

Last 12-month Dividend

Historical Market Price and NAV

PR Obligations 61.56%
PR Issuers 44.53%
Mortgage-Backed Securities 13.73%
Preferred Stocks 3.30%
US Obligations 38.44%
US Agencies 38.44%

Performance *

6/06 7/06 8/06 9/06 10/06 11/06 12/06 1/07 2/07 3/07 4/07 5/07 6/07
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NAV Return Market Return
YTD 3.84% 4.24%
1 Year 11.59% 18.98%
3 Years 6.52% 5.62%
5 Years 5.07% 5.74%
Life 5.59% 7.87%




Growth of a $10,000 Investment
as of June 30, 2007 4

$18,925

1799 6/07

Special Ccnsiﬁes’ations o

The Fund is a non-diversified investment company .
registered under the Puerto Rico Investment Companies
Act, as amended. Investors should understand that the
Fund’s yield and net asset value fluctuate and can be
affected by changes in interest rates, general market
conditions, and other political, social, and economic
developments. An investment in the Fund involves
certain risks, including the loss of any amounts invested.
It is appropriate for long term investors and is intended
as one component of a balanced investment plan. An
investment in the Fund is not equivalent to an investment
in the underlying securities of the Fund. The Fund should
not be viewed as a vehicle for trading purposes. In
addition, the Fund’s investment concentration in Puerto
Rico securities makes the Fund more susceptible to risk
factors affecting Puerto Rico securities than an investment
company that is invested across a broader geographical
range. The Fund’s use of leverage is a speculative
investment technique, which involves increased risk to
the Fund's unitholders, including the possibility of higher
volatility of both the net asset value and the market
value of the Fund’s units of beneficial interest (" Units”).
The Fund will engage in portfolio transactions with its
affiliates, including UBS Financial Services Incorporated
of Puerto Rico and Popular Securities, Inc. Such
transactions are conducted in accordance with procedures
adopted by the Fund'’s Board of Directors in an effort

-

Credit Quality *

AAA - 60%

AA-1%
BBB - 27%

A-7%
>BBB - 5%

to address potential conflicts of interests. It is important
to note that the Units may trade at either a discount or
premium to net asset value. The Units may be purchased
or otherwise transferred only to individuals who are
residents of Puerto Rico and to persons other than
individuals, whose principal office and principal place
of business are located in Puerto Rico.

The Units are not insured nor are they deposits or
obligations of, or guaranteed by, UBS Financial Services
Incorporated of Puerto Rico or its affiliates or Banco
Popular de Puerto Rico or its affiliates. Securities issued
by the Fund are not insured by the Federal Deposit
Insurance Corporation, the Federal Reserve Board, or
any other agency or instrumentality of the U.S.
Government.

Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the Units will fluctuate and may be worth more or
less than the original amount invested. Investments in
the Units are intended for Puerto Rico residents and
may not be suitable for all investors. Before making an
investment in the Fund, investors are encouraged to
read the Annual Report. For more up to date information,
please contact your Financial Advisor.

[N

w

>

S_ubiect to certain requirements in the Fund's Prospectus. Since August 2005, the Fund has received temporary authorizations from the Office of the Commissioner of
Financial Institutions ("OCFI") to deviate from its investment requirements in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities
as they become available under normal market conditions. Such temporary authorizations have been periodically extended by the OCFI, though there is no guarantee
that they will be so extended in the future.

- As of June 30, 2007. The Fund's portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time.
- The Fund may use a variety of derivative instruments including securities options, financial futures contracts, options on futures contracts, and other interest rate protection

Hénsactions such as swap agreements, o attempt to hedge its portfolio of assets and seek to enhance its return. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund's portfolio and that any particular hedging strategy adopted will succeed.

- Market yield is calculated by multiplying the current month's distribution by twelve and dividing by the average between the bid and ask month-end market prices. IPO

yield is calculated by multiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-
date information please contact the Puerto Rico Investors Family of Funds at telephone number 787-751-5452.
As of Jgne 30, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are
used wqh Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by
calculating the average between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value (or at market value when Shares
B;i Egurchased in the open market) on the pay date. In the case of net asset value return, the Fund's net asset value per Share is used, rather than the average between
;c;;n r;isjir;(rjx :Sk pr:ce, to determine su.ch total ret.urn. Qosed«end funds such as this Fund trad_e at market priFe. Additionally, the. tot.al r‘eturn figures do not reflect any
ot feoresantotr' sa e? charges payable in conqecpgn wn'Fh a purchase or sa}e of Shares and whlch may vary with e_ach brokerage lnsﬁtu’uon. Such total return figures are
o !es§ tha; t: {Ve 9 lthe performance of an_mdlv:dual mvestment. The pnc&_e of a Share a_nd |nv§stment return will vary so that an investor's Shares may be worth more
oot Elrdotr)lglnal cost. The $10,QOO investment is hypothetical and is shown for lllu_stratlve ptj_rposes_only, The return based on the net asset value also reflects
Se;wices e t;]arsred Y the Fund for certain services, lnc!uqlng among other_s, |nve_stAmentAadVIsoryf administration, custody, and }ransfer agency services. Th.e fees for such
of the Fums ©d on a percentage of the Fund's portfolio assets. To obtain additional information related to the amounts paid by the Fund for such services or a copy
unc's Annual Report, please contact the Puerto Rico Investors Family of Funds at 787-751-5452.
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Tax-Free Puerto Rico Fund, Inc.

Leslie Highley, Jr., Portfolio Manager since 2001, UBS Asset Managers of Puerto Rico

Investment Objective and Policies

High level of current income that, for Puerto Rico residents, is exempt from Federal and Puerto Rico income tax,
as is consistent with the preservation of capital. In seeking to achieve this objective, the Fund invests at least 67%
of its total assets in securities issued by Puerto Rico issuers (as described in the Prospectus). The Fund may invest
up to 33% of its total assets in, among other things, securities issued or guaranteed by the U.S. Government, its
agencies and instrumentalities.* The Fund may increase amounts available for investment through the issuance of
preferred stock, debt securities, and other forms of leverage representing not more than 50% of the Fund’s total
assets immediately after the issuance of such securities.

As of April 7, 2006 the Board of Directors of the Fund approved a share repurchase program for up to 5% of

outstanding shares of common stock and any additional shares for its dividend reinvestment plan. The repurchase
program was approved by the Office of the Commissioner of Financial Institutions on May 9, 2006 and is effective
for a one-year period. Itis intended to enhance shareholder value and provide additional liquidity to Fund shareholders.

For the quarter ended on June 30, 2007 the Fund repurchased 150 common shares in the open market with an
NAV of $1,277 at a cost of $1,277.

Portfolio Statistics and Characteristics’
Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

Commencement February 2001
Market Price 9.77 Leverage $118.39 million RWEIslsi WA rlelH@elvlolely 5.06%
Net Asset Value 8.55 % Leverage 45% Average Maturity 13.88 years
Premium/Discount 114.27% Hedge Notional 2 $52.97 million  EAEEIIEEEHlel 7.54 years
Total Net Assets \JEARERullilolel | everage Cost 4.17% Effective Duration 5.04 years
Shares Outstanding 16,542,236 Expense Ratio 1.36% Undistributed income $1,450,238
Pricing and Distribution History' Portfolio Summary*’
Initial Public Offering (IPO) Price 10.00 PR Obligations 62.64%
52-Week Market Low/High 9.17/9.88 PR Issuers 52.06%
YTD NAV Change -0.11 Mortgage-Backed Securities 8.75%
YTD Market Price Change -0.11 Preferred Stocks 1.83%
IPO Yield 3 5.80% US Obligations 37.36%
Market Yield 3 5.94% US Agencies 35.63%
Last Dividend Paid $0.0483 US Issuers 1.73%
Last 12-month Dividend $0.5800
Historical Market Price and NAV Performance 4
NAV Return Market Return
I MKT YTD 2.1% 2.32%
]
12 MY 1 Year 10.85% 14.02%
0 3 Years 5.70% 2.44%
e RelE Bl R el 5 Years 5.93% 6.00%
L L L] s 5.22% 6.64%

2

6/06 7/06 8/06 9/06 10/06 11/06 12/06 1/07 2/07 3/07 4/07 5/07 6/07
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Growth of a $10,000 Investment
as of June 30, 2007 4
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$15,029

Special Considerations
The Fund is a non-diversified, closed-end management

investment company registered under the Puerto Rico
Investment Companies Act, as amended. Investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in interest
rates, general market conditions and other political,
social, and economic developments. An investment in
the Fund involves certain risks, including the loss of any
amounts invested. It is appropriate for long term investors
and is intended as one component of a balanced
investment plan. The Fund should not be viewed as a
vehicle for trading purposes. An investment in the Fund
is not equivalent to an investment in the underlying
securities of the Fund. In addition, the Fund’s investment
concentration in Puerto Rico securities makes the Fund
more susceptible to risk factors affecting Puerto Rico
securities than an investment company that is invested
across a broader geographical range. The Fund's use of
leverage is a speculative investment technique, which
involves increased risk to the Fund's shareholders,
including the possibility of higher volatility of both the
net asset value and the market value of the shares of
common stock. The Fund may enter into portfolio
transactions with UBS Financial Services Incorporated
of Puerto Rico or any of its affiliates. Such transactions
are conducted in accordance with procedures adopted
by the Fund’s Board of Directors in an effort to address

Credit Quality’

AAA -39%

BBB - 49%

>BBB - 6%

potential conflicts of interest. It is important to note
that the Fund’s shares of common stock may trade at
either a discount or premium of net asset value. The
Fund’s shares of common stock may be purchased or
otherwise transferred only to individuals who are residents
of Puerto Rico and to persons other than individuals,
whose principal office and principal place of business
are located in Puerto Rico. These securities are not
insured nor are they deposits or obligations of, or
guaranteed by, UBS Financial Services Incorporated of
Puerto Rico or its affiliates. In addition, securities issued
by the Fund are not deposits and are not insured by the
Federal Deposit Insurance Corporation, the Federal
Reserve Board, or any other agency or instrumentality
of the U.S. Government.

Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended
for Puerto Rico residents and may not be suitable for
all investors. Before making an investment in the Fund,
investors are encouraged to read the Annual Report.
For more up to date information, please contact your
Financial Advisor.

- Sgb}ect to certain requirements in the Fund's Prospectus. Since November 2005, the Fund has received temporary authorizations from the Office of the Commissioner
of Financial Institutions (" OCFI*) to deviate from its investment requirements in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities
3s they become available under normal market conditions. Such temporary authorizations have been periodically extended by the OCFI, though there is no guarantee
that they will be so extended in the future.

- As of June 30, 2007. The Fund's portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time.

- The Fund may use a variety of derivative instruments including securities options, financial futures contracts, options on futures contracts, and other interest rate protection
trénsactions such as swap agreements, to attempt to hedge its portfolio of assets and seek to enhance its return. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund’s portfolio and that any particular hedging strategy adopted will succeed.

. Markgt yield is calculated by multiplying the current month’s distribution by twelve and dividing by the average between the bid and ask month-end market prices. IPO
yield s calculated by multiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-
date information please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888.

4. As of Jgne 30, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are
used wgh Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by
C?!cu!atmg the average between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value (or at market value when Shares
fh: f;;;u;cgased in the open mar_ket) on the pay date. In the case of net asset value return, the Fund's net asset value per Share is used, rather than the average between
COmmissi?)n ask price, to determine sth total ret.urn. ;Iosed—end funds such as this Fund tradfe at market pri-ce. Additionally, the_ toﬁal {eturn figures do not reflect any
not rnoresestotr' Sa|e? charges payable in conr?ec.txt?n wn’fh a purchase or sa.Ie of Shares and W!’]ICh may vary with gach brokerage |n§t|tut|on. Such total return figures are

o Ie; o ts e o fhe performance of an_mdlvrdua] n_westment. The price of a Share apd 1nv§stment return will vary so that an investor's Shares may be worth more

expenses iy reilrdotr;gmal cost. The $10,QOO myestment is hypothetical and is shown for 1|Iu§tratlve pu‘rp‘oses‘only, The return based on the net assgt value also reflects

Se;‘\'ices e based Y the Fund for certain services, lncIUQIng among other;, mve_stAmentAadwsoryt administration, custody, and 'transfer agency services. Thg fees for such

o the Fung's Arem On| a percentage of the Fund's portfolio assets. ‘To obtgln additional information related to thg amounts paid by the Fund for such services or a copy

UBS Financiy ual Report, please contact the Tax-Free Puerto Rico Family of Funds at 787—773-3.888.l To optalq the Fund’s month«endl performance, contact your

ncial Advisor or call the Fund at 787-773-3888 or see * press releases” at www.ubs.com/financialservicesinc [key word: Puerto Rico Funds].

N o
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Commencement
Market. Price

Net Asset Value
Premium/Discount
Total Net Assets
Shares Outstanding

Tax-Free Puerto Rico Fund 11, Inc.

Leslie Highley, Jr., Portfolio Manager since 2002, UBS Asset Managers of Puerto Rico

Investment Objective and Policies
Current income that, for Puerto Rico residents, is exempt from Federal and Puerto Rico income tax, as is consistent
with the preservation of capital. In seeking to achieve this objective, the Fund invests at least 67 % of its total assets

in securities issued by Puerto Rico issuers (as described in the Prospectus). The Fund may invest up to 33% of its
total assets in, among other things, securities issued or guaranteed by the U.S. Government, its agencies and

instrumentalities.* The Fund may increase amounts available for investment through the issuance of preferred stock,
debt securities, and other forms of leverage representing not more than 50% of the Fund’s total assets immediately
after the issuance of such securities.

As of April 7, 2006 the Board of Directors of the Fund approved a share repurchase program for up to 5% of

outstanding shares of common stock and any additional shares for its dividend reinvestment plan. The repurchase
program was approved by the Office of the Commissioner of Financial Institutions on May 9, 2006 and is effective
for a one-year period. It is intended to enhance shareholder value and provide additional fiquidity to Fund shareholders.

For the quarter ended on June 30, 2007 the Fund had not repurchased any common shares in the open market.

Portfolio Statistics and Characteristics’
Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

January 2002

9.72 Leverage $189.66 million Rl @AVEIe IR &eIN]eloll 6.17%
8.79 % Leverage 47% Average Maturity 17.62 years
110.58% Hedge Notional 2 $80.50 million  AVEEIERMVIE el 7.82 years
SYIYAVEulliel\M | cverage Cost 4.67% Effective Duration 5.30 years
23,574,266 Expense Ratio 1.32% Undistributed Income $2,318,687
Pricing and Distribution History® Portfolio Summary*’
Initial Public Offering (IPO) Price 10.00 PR Obligations 64.17%
52-Week Market Low/High 9.40/10.18 PR Issuers 57.61%
YTD NAV Change -0.14 Mortgage-Backed Securities 5.58%
YTD Market Price Change -0.46 Preferred Stocks 0.98%
IPO Yield 3 5.85% US Obligations 35.83%
Market Yield 3 6.02% US Agencies 35.83%
Last Dividend Paid $0.0488
Last 12-month Dividend $0.5979
Historical Market Price and NAV Performance *
NAV Return Market Return
MEERNE KT YTD 1.74% -1.26%
12 PR av 1 Year 10.06% 10.57%
10 3 Years 5.10% 3.24%
5 Years 5.77% 7.13%
Life 5.81% 6.96%

(=20 L
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Growthof a $10,000 Investment
as of June 30, 2007 4

$14,398

special Considerations
The Fundis a non-diversified, closed-end management

investment company registered under the Puerto Rico
investment Companies Act, as amended. Investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in interest
rates, general market conditions and oth.er political,‘
social, and economic developments. An investment in
the Fund involves certain risks, including the loss of any
amounts invested. It is appropriate for long term investors
and is intended as one component of a balanced
investment plan. The Fund should not be viewed as a
vehicle for trading purposes. An investment in the Fund
is not equivalent to an investment in the underlying
securities of the Fund. In addition, the Fund’s investment
concentration in Puerto Rico securities makes the Fund
more susceptible to risk factors affecting Puerto Rico
securities than an investment company that is invested
across a broader geographical range. The Fund’s use of
leverage is a speculative investment technique, which
involves increased risk to the Fund's shareholders,
including the possibility of higher volatility of both the
net asset value and the market value of the shares of
common stock. The Fund may enter into portfolio
transactions with UBS Financial Services Incorporated
of Puerto Rico or any of its affiliates. Such transactions
are conducted in accordance with procedures adopted
by the Fund’s Board of Directors in an effort to address

Credit Quality '

AAA -36%

BBB-57%

A-1%

>BBB - 6%

potential conflicts of interest. it is important to note
that the Fund’s shares of common stock may trade at
either a discount or premium of net asset value. The
Fund’s shares of common stock may be purchased or
otherwise transferred only to individuals who are residents
of Puerto Rico and to persons other than individuals,
whose principal office and principal place of business
are located in Puerto Rico. These securities are not
insured nor are they deposits or obligations of, or
guaranteed by, UBS Financial Services Incorporated of
Puerto Rico or its affiliates. In addition, securities issued
by the Fund are not deposits and are not insured by the
Federal Deposit Insurance Corporation, the Federal
Reserve Board, or any other agency or instrumentality
of the U.S. Government.

Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended
for Puerto Rico residents and may not be suitable for
all investors. Before making an investment in the Fund,
investors are encouraged to read the Annual Report.
For more up to date information, please contact your
Financial Advisor.

Subject to certain requirements in the Fund's Prospectus. Since November 2005, the Fund has received temporary authorizations from the Office of the Commissioner

of Financial Institutions (" OCFI") to deviate from its investment requirements in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities
as they become available under normal market conditions. Such temporary authorizations have been periodically extended by the OCF, though there is no guarantee

that they will be so extended in the future.

- As of June 30, 2007. The Fund's portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time.

~

. The Fun§i 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 seek to enhance its eturn. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund’s portfolio and that any particular hedging strategy adopted will succeed.

. Markgt yield is calculated by multiplying the current month's distribution by twelve and dividing by the average between the bid and ask month-end market prices. IPO
yield is ’ca!culated by multiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-
date information please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888.

. As of Jgne 30, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are
usgd xmh Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by
calculating the average between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value (or at market value when Shares
are repurchased in the open market) on the pay date. In the case of net asset value return, the Fund's net asset value per Share is used, rather than the average between
the bid a‘nd ask price, to determine such total return. Closed-end funds such as this Fund trade at market price. Additionally, the total return figures do not reflect any
'Cor‘nm;ssmns or.sales charges payable in connection with a purchase or sale of Shares and which may vary with each brokerage institution. Such total return figures are
“O: ijDflesentatnve of the performance of an individual investment. The price of a Share and investment return will vary so that an investor's Shares may be worth more
o7 lesg tngn their original cost. The $10,000 investment is hypothetical and is shown for illustrative purposes only. The return based on the net asset value also reflects
?f,oenses incurred by the Fund for certain services, including among others, investment advisory, administration, custody, and transfer agency services. The fees for such
;’\:‘C:; arfj ‘based on a percentage of the Fund's portfolio assets. To obtain additional information related to the amounts paid by the Fund for such services or a copy
UB;E und's Annyal Report, please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888. To obtain the Fund’s month-end performance, contact your

sinancial Advisor or call the Fund at 787-773-3888 or see “press releases” at www.ubs.com/financialservicesinc [key word: Puerto Rico Funds].

L
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Commencement August 2001 ‘
Market Price 942 Leverage $256.09 million EV=llelgiisle’ ANiclg={o[< (@6l Teloa] 6.15%

Tax-Free Puerto Rico Target Maturity Fund, Inc.

Leslie Highley, Jr., Portfolio Manager since 2001, UBS Asset Managers of Puerto Rico

Investment Objectives and Policies

(i) Current income that, for Puerto Rico residents, is exempt from Federal and Puerto Rico income tax, consistent
with the preservation of capital, and (ii) distribution to shareholders of an amount at least equal in the aggregate
to the initial public offering price of $10 per Share, during the period commencing January 1, 2012 and ending
on or by December 31, 2031. In seeking to achieve its investment objectives, the Fund invests at least 67% of its
total assets in Puerto Rico Obligations (as described in the Prospectus). The Fund may invest up to 33% of its total
assets in, among other things, securities issued or guaranteed by the U.S. Government, its agencies or instrumentalities. *
The Fund may increase amounts available for investment through the issuance of preferred stock, debt securities,
and other forms of leverage representing not more than 50% of the Fund’s total assets immediately after the
issuance of such securities. A fundamental policy of the Fund is not to purchase securities with a maturity date
subsequent to December 31, 2031.

As of April 7, 2006 the Board of Directors of the Fund approved a share repurchase program for up to 5% of

outstanding shares of common stock and any additional shares for its dividend reinvestment plan. The repurchase
program was approved by the Office of the Commissioner of Financial Institutions on May 9, 2006 and is effective
for a one-year period. It is intended to enhance shareholder value and provide additional liquidity to Fund shareholders.

For the quarter ended on June 30, 2007 the Fund repurchased 11,800 common shares in the open market with
an NAV of $105,846 at a cost of $105,728.

Portfolio Statistics and Characteristics’
Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

Net Asset Value 8.87 % Leverage 47% Average Maturity 17.18 years
Premium/Discount 106.20% Hedge Notional 2 $95.00 million  FAVISEllTBlUle=1delq 6.81 years
Total Net Assets wgs cltalllilelsl | L everage Cost 4.63% Effective Duration 479 years
Shares Outstanding 31,459,255 Expense Ratio 1.36% Undistributed Income $6,779,990
Pricing and Distribution History' Portfolio Summary*’
Initial Public Offering (IPO) Price 10.00 PR Obligations 63.52%
52-Week Market Low/High 9.18/9.52 PR Issuers 56.62%
YTD NAV Change -0.15 Mortgage-Backed Securities 6.90%
YTD Market Price Change -0.10
US Obligations 36.48%
IPO Yield 3 5.30% US Agencies 34.68%
Market Yield 3 5.63% US lssuers 1.80% !
Last Dividend Paid $0.0442
Last 12-month Dividend $0.5417 A
Historical Market Price and NAV Performance 4
NAV Return Market Return
, YTD 2.48% 1.97%
12 1 Year 12.78% 8.66%
ol 3 Years 5.60% 4.14%
5 Years 6.33% 5.93%
Life 5.77% 5.99%

6/06 7/06 8/06 9/06 10/06 11/06 12/06 1/07 2/07 3/07 4/07 5/07 6/07

26




Growth of a $10,000 investment
as of June 30, 2007 *

6/07

special Considerations
The Fundis a non-diversified, closed-end management

investment company registered under the Puerto Rico
investment Companies Act, as amended. Investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in. ipterest
rates, general market conditions and oth'er political, .
social, and economic developments. An investment In
the Fund involves certain risks, including the loss of any
amounts invested. There is no assurance that the Fund
will be able to effect distributions of principal in
accordance with its investment objectives or otherwise
return an amount at least equal, in the aggregate, to
the initial public offering price of $10 per share of
common stock. It is appropriate for long term investors
and is intended as one component of a balanced
investment plan. The Fund should not be viewed as a
vehicle for trading purposes. An investment in the Fund
is not equivalent to an investment in the underlying
securities of the Fund. In addition, the Fund’s investment
concentration in Puerto Rico securities makes the Fund
more susceptible to risk factors affecting Puerto Rico
securities than an investment company that is invested
across a broader geographical range. The Fund’s use of
leverage is a speculative investment technique, which
involves increased risk to the Fund’s shareholders,
including the possibility of higher volatility of both the
net asset value and the market value of the shares of
common stock. The Fund may enter into portfolio
transactions with UBS Financial Services Incorporated

n

Credit Quality '

AAA - 39%

BBB - 59%

A-1%
>BBB - 1%

of Puerto Rico or any of its affiliates. Such transactions
are conducted in accordance with procedures adopted
by the Fund's Board of Directors in an effort to address
potential conflicts of interest. It is important to note
that the Fund’s shares of common stock may trade at
either a discount or premium of net asset value. The
Fund’s shares of common stock may be purchased or
otherwise transferred only to individuals who are residents
of Puerto Rico and to persons other than individuals,
whose principal office and principal place of business
are located in Puerto Rico. These securities are not
insured nor are they deposits or obligations of, or
guaranteed by, UBS Financial Services Incorporated of
Puerto Rico or its affiliates. In addition, securities issued
by the Fund are not deposits and are not insured by the
Federal Deposit Insurance Corporation, the Federal
Reserve Board, or any other agency of the U.S.
Government.

Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended
for Puerto Rico residents and may not be suitable for
all investors. Before making an investment in the Fund,
investors are encouraged to read the Annual Report.
For more up to date information, please contact your
Financial Advisor.

Subject to certain requirements in the Fund's Prospectus. Since November 2005, the Fund has received temporary authorizations from the Office of the Commissioner

of Flinanciai institutions ("OCFI") to deviate from its investment requirements in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities
a5 they become available under normal market conditions. Such temporary authorizations have been periodically extended by the OCFI, though there is no guarantee

that they will be so extended in the future.

- As of June 30, 2007. The Fund's portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time.

o

w

- The Fund may use a variety of derivative instruments including securities options, financial futures contracts, options on futures contracts, and other interest rate protection

tré_nsactions such as swap agreements, to attempt to hedge its portfolio of assets and seek to enhance its return. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund’s portfolio and that any particular hedging strategy adopted will succeed.

- Market yield is calculated by multiplying the current month's distribution by twelve and dividing by the average between the bid and ask month-end market prices. IPO

zieid }s calcula_ted by multiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-
ate information please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888.

- As of June 30, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are

:«Sfd iW"th Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by
af;:]eaz?ghthe 3Y9f39e between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value (or at market value when Shares
iﬁe biz aidases n the open ma(ket) on the pay date. In the case of net asset value_ return, the Fund's net ass:et value_ger Share is used, rather 'Fhan the average between
commission saZr Dfice, to determine su;h total ret'urn. (_:losed—end funds such as this Fund tradg at market price. Additionally, the_ to'gal (eturn figures do not re}‘lect any
not rearesewat'sa e? charges payable in conrj.ecpc.)n wx?h a purchase or sa_le of Shares and W!"tlch may vary with gach brokerage ms_tltut[on. Such total return figures are
or less than tlh li\rle 0 j(he performance of an‘mdlwdual investment. The price of a Share a_nd mvgstment return will vary so that an investor's Shares may be worth more
expenses incureredogglfl cost. The $10,QOO investment is hypothetical and is shown for |Ilu§tratlve pu'rposes'only. The return based on the net asset value also reflects
Se'rvices o bog y the Fund for certain serv1cles, lncluqmg among otherg, mve‘st_mentvadwsory( administration, custody, and 'transfer agency services. Th.e fees for such
of the Fund's Ann 0”! ; percentage of the Fund's portfolio assets. _To obta'ln additional information related to the_ amounts paid by the Fund for such services or a copy
UBS Financial uai Report, please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888. To obtain the Fund’s month-end performance, contact your
Cial Advisor or call the Fund at 787-773-3888 or see ” press releases” at www.ubs.com/financialservicesinc [key word: Puerto Rico Funds].
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Puerto Rico AAA Portfolio Target Maturity Fund, Inc,

Leslie Highley, Jr., Portfolio Manager since 2002, UBS Asset Managers of Puerto Rico

(i) Current income, as is, consistent with the preservation of capital and (ii) distribution to shareholders of an amount
at least equal in the aggregate to the initial public offering price of $10 per Share during the period commencing
July 31, 2013 and ending on or by December 31, 2032. In seeking to achieve its investment objectives, the Fund
invests at least 67% of its total assets in taxable and tax-exempt securities issued by Puerto Rico issuers (as described
in the Prospectus). The Fund may invest up to 33% of its total assets in, among other things, taxable and tax-exempt
securities issued or guaranteed by the U.S. Government, its agencies or instrumentalities.* The Fund may increase
amounts available for investment through the issuance of preferred stock, debt securities, and other forms of leverage
representing not more than 50% of the Fund’s total assets immediately after the issuance of such securities. A
fundamental policy of the Fund is not to purchase securities with a maturity date subsequent to December 31, 2032.
For purposes of satisfying this requirement, the Fund considers the maturity of certain mortgage-backed and asset-
backed securities to be their expected maturity (and not their stated maturity) giving effect, for example, to expected
prepayments. Similarly, and as reflected in the Schedule of Investments of the Fund’s Annual Report, the Fund
currently holds bonds with maturity dates beyond December 31, 2032. These bonds were purchased based on
certain accelerated prepayment provisions incorporated into the structure of such bonds which, if materialized,
would result in the principal amount of the bonds being fully paid much earlier than their maturity date and December
31, 2032. It should be noted that, although the Fund’s investment adviser believes that such prepayments and
acceleration will occur, they may in fact not take place, in which case the Fund would have to dispose of those
securities at a gain or loss prior to December 31, 2032.

As of April 7, 2006 the Board of Directors of the Fund approved a share repurchase program for up to 5% of

outstanding shares of common stock and any additional shares for its dividend reinvestment plan. The repurchase
program was approved by the Office of the Commissioner of Financial Institutions on May 9, 2006 and is effective
for a one-year period. It is intended to enhance shareholder value and provide additional liquidity to Fund shareholders.

For the quarter ended on June 30, 2007 the Fund repurchased 93,071 common shares in the open market with
an NAV of $814,092 at a cost of $813,071.

Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

Leverage- : -$388.58 million
% Levétagé = T 45%
Hedge Notional 2 $142.66 million
Leverage Cost 4.65%
Expense Ratio 1.27%
Pricing and Distribution History’ Portfolio Summary*!
Initial Public Offering (IPO) Price 10.00 PR Obiigations 53.35%
52-Week Market Low/High 8.81/9.27  FRIssuers 5 29.92%
YTD NAV Change 013 Mortgage-Backed Securities 29.43%
YTD Market Price Change -0.46 I
US Obligations 40.65%
IPO Yield 3 4.75% US Agencies 40.65%
Market Yield 3 5.39%
Last Dividend Paid $0.0396
Last 12-month Dividend $0.4813
Historical Market Price and NAV Performance 4
o NAV Return Market Return
ol e II:IA:J YTD 1.24% -2.33%
- 1 Year 6.90% 2.07%
3 Years 4.27% 2.13%
5 Years ‘ N/A N/A
Life 4.64% 4.08%

6/06 7/06
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Growth of a $10,000 Investment
asof June30,2007%
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The Fund is a non-diversified, closed-end management
investment company registered under the Puerto Rico
Investment Companies Act, as amended. Investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in
interest rates, general market conditions and other
political, social, and economic developments. An
investment in the Fund involves certain risks, including
the loss of any amounts invested. There is no assurance
that the Fund will be able to effect distributions of
principal in accordance with its investment objectives
or otherwise return an amount at least equal, in the
aggregate, to the initial public offering price of $10 per
share of common stock. It is appropriate for long term
investors and is intended as one component of a
balanced investment plan. The Fund should not be
viewed as a vehicle for trading purposes. An investment
in the Fund is not equivalent to an investment in the
underlying securities of the Fund. In addition, the Fund’s
investment concentration in Puerto Rico securities makes
the Fund more susceptible to risk factors affecting Puerto
Rico securities than an investment company that is
invested across a broader geographical range. The Fund’s
use of leverage is a speculative investment technique,
which involves increased risk to the Fund’s shareholders,
including the possibility of higher volatility of both the
net asset value and the market value of the shares of
common stock. The Fund may enter into portfolio
transactions with UBS Financial Services Incorporated

Credit Quality !
AAA - 96%

AA -1%
>BBB - 1%

BBB - 2%

of Puerto Rico or any of its affiliates. Such transactions
are conducted in accordance with procedures adopted
by the Fund'’s Board of Directors in an effort to address
potential conflicts of interest. It is important to note
that the Fund’s shares of common stock may trade at
either a discount or premium of net asset value. The
Fund'’s shares of common stock may be purchased or
otherwise transferred only to individuals who are residents
of Puerto Rico and to persons other than individuals,
whose principal office and principal place of business
are located in Puerto Rico. These securities are not
insured nor are they deposits or obligations of, or
guaranteed by, UBS Financial Services Incorporated of
Puerto Rico or its affiliates. In addition, securities issued
by the Fund are not deposits and are not insured by the
Federal Deposit Insurance Corporation, the Federal
Reserve Board, or any other agency of the U.S.
Government.

Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended
for Puerto Rico residents and may not be suitable for
all investors. Before making an investment in the Fund,
investors are encouraged to read the Annual Report.
For more up to date information, please contact your
Financial Advisor.

" Subject to certain requirements in the Fund's Prospectus. Since November 2005 the Fund has received temporary authorizations from the Office of the Commissioner
of Finandial Institutions (*OCFI*) to deviate from its investment requirements in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities
3s they become available under normal market conditions. Such temporary authorizations have been periodically extended by the OCFI, though there is no guarantee
that they will be so extended in the future.

1. As of June 30, 2007. The Fund's portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time.

2. The Fund may use a variety of derivative instruments including securities options, financial futures contracts, options on futures contracts, and other interest rate protection
trénsactions such as swap agreements, to attempt to hedge its portfolio of assets and seek to enhance its return. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund’s portfolio and that any particular hedging strategy adopted will succeed.

3. Markgt yield is calculated by multiplying the current month's distribution by twelve and dividing by the average between the bid and ask month-end market prices. PO
yield is calculated by multiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-
date’mformation please contact the Tax-Free Puerto Rico Farily of Funds at 787-773-3888.

4. Asof Jgne 30, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are
US:Ed \-w_th Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by
Calculating the average between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value (or at market value when Shares
i:e {?purchased in. the open market) on the pay date. In the case of net asset value return, the Fund's net asset value per Share is used, rather than the average between
;;:;?Sa_”d ask price, to determine su;h total return. Closed-end funds such as this Fund tradg at market price. Additionally, the total return figures do not reflect any
nc;z o rS::hs or.sales charges payable in conqeqign wi?h a purchase or salle of Shares and W!’llCh may vary with gach brokerage ingtitution. Such total return figures are
of lese tha‘;”tt:tl_ve Qf Fhe performance of anAmdlvndua[ mvestment. The price of a Share qnd |nvgstment return will vary so that an investor’s Shares may be worth more
ol eir original cost. The $10,QOO myestnjent is hypothetical and is shown for |I[u§tratlve pqrposeslonly. The return based on the net assgt value also reflects
Se;vices arecttmeg by the Fund for certain services, lnclu(jlng among other_s, |nve'st‘ment‘ adwsoryt administration, custody, and f[ransfer agency services. Thg fees for such
o the e a/ie on a percentage of the Fund's portfolio assets. 'To obtam additional information related to the. amounts paid by the Fund for such services or a copy
UBS Finamei asl Agnyal Report, please contact the Tax-Free Puerto Rico Family of Funds at 787-773—??8881 To obtalq the Fund’s month-end} performance, contact your

visor or call the Fund at 787-773-3888 or see “press releases” at www.ubs.com/financialservicesinc [key word: Puerto Rico Funds].
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Puerto Rico AAA Portfolio Bond Fund, Inc.

Leslie Highley, Jr., Portfolio Manager since 2003, UBS Asset Managers of Puerto Rico

Investment Objective and Policies

Current income, as is consistent with the preservation of capital. In seeking to achieve this objective, the Fund invests
at least 67% of its total assets in faxable and tax-exempt securities issued by Puerto Rico issuers (as described in the
Prospectus). The Fund may invest up to 33% of its total assets in, among other things, taxable and tax-exempt
securities issued or guaranteed by the U.S. Government, its agencies, and instrumentalities.* The Fund may increase
amounts available for investment through the issuance of preferred stock, debt securities, and other forms of leverage
representing not more than 50% of the Fund’s total assets immediately after the issuance of such securities.

As of April 7, 2006 the Board of Directors of the Fund approved a share repurchase program for up to 5% of
outstanding shares of common stock and any additional shares for its dividend reinvestment plan. The repurchase
program was approved by the Office of the Commissioner of Financial Institutions on May 9, 2006 and is effective
for a one-year period. [t is intended to enhance shareholder value and provide additional liquidity to Fund shareholders.

For the quarter ended on June 30, 2007 the Fund repurchased 98,940 common shares in the open market with
an NAV of $824,986 at a cost of $822,372.

Portfolio Statistics and Characteristics’
Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

Commencement January 2003 |
Market Price 8.60 Leverage $312.62 million Weighted Average Coupon 5.78% ‘
Net Asset Value 8.25 % Leverage 43% Average Maturity 14.08 years |
Premium/Discount 104.24% Hedge Notional 2 $129.88 million Average Duration 8.94 years |
Total Net Assets VAL WARVMIIOE Leverage Cost 4.48% Effective Duration 5.31 years |
Shares Qutstanding - 50,899,229 Expense Ratio 1.21% Undistributed Income $3,059,993 |

Pricing and Distribution History’ Portfolio Summary*'

Initial Public Offering (IPO) Price 10.00 PR Obligations 57.16% |
52-Week Market Low/High 8.60/8.86 PR Issuers 16.43% |
YTD NAV Change -0.18 Mortgage-Backed Securities 38.44%
YTD Market Price Change -0.21 Preferred Stocks 2.29% :
IPO Yield 3 4.90% US Obligations 42 .84% |
Market Yield 3 5.70% US Agencies 42.84% ‘
Last Dividend Paid $0.0408 , |
Last 12-month Dividend $0.4963 {
Historical Market Price and NAV Performance 4 ‘
T NAV Return Market Return

S VKT YTD 0.78% 0.58%

12 1 Year 8.05% 4.74%

3 Years 411% 2.03%

5 Years N/A - N/A

Life 3.33% 2.88%
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special Considerations
The Fund is a non-diversified, closed-end management

investment company registered under the Puerto Rico
investment Companies Act, as amended. Investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in interest
rates, general market conditions and other poIiticaI,‘
social, and economic developments. An investment in
the Fund involves certain risks, including the loss of any
amounts invested. It is appropriate for long term investors
and is intended as one component of a balanced
investment plan. The Fund should not be viewed as a
vehicle for trading purposes. An investment in the Fund
is not equivalent to an investment in the underlying
securities of the Fund. In addition, the Fund'’s investment
concentration in Puerto Rico securities makes the Fund
more susceptible to risk factors affecting Puerto Rico
securities than an investment company that is invested
across a broader geographical range. The Fund’s use of
leverage is a speculative investment technique, which
involves increased risk to the Fund’s shareholders,
including the possibility of higher volatility of both the
net asset value and the market value of the shares of
common stock. The Fund may enter into portfolio
transactions with UBS Financial Services Incorporated
of Puerto Rico or any of its affiliates. Such transactions
are conducted in accordance with procedures adopted
by the Fund’s Board of Directors in an effort to address

.

Credit Quality !

AAA - 95%

>BBB - 2%

BBB -3%

potential conflicts of interest. It is important to note
that the Fund’s shares of common stock may trade at
either a discount or premium of net asset value. The
Fund’s shares of common stock may be purchased or
otherwise transferred only to individuals who are residents
of Puerto Rico and to persons other than individuals,
whose principal office and principal place of business
are located in Puerto Rico. These securities are not
insured nor are they deposits or obligations of, or
guaranteed by, UBS Financial Services Incorporated of
Puerto Rico or its affiliates. In addition, securities issued
by the Fund are not deposits and are not insured by the
Federal Deposit Insurance Corporation, the Federal
Reserve Board, or any other agency or instrumentality
of the U.S. Government.

Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended
for Puerto Rico residents and may not be suitable for
all investors. Before making an investment in the Fund,
investors are encouraged to read the Annual Report.
For more up to date information, please contact your
Financial Advisor.

Subject to certain requirements in the Fund's Prospectus. Since November 2005 the Fund has received temporary authorizations from the Office of the Commissioner
of Financial Institutions ("OCFI") to deviate from its investment requirements in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities
as they become available under normal market conditions. Such temporary authorizations have been periodically extended by the OCF, though there is no guarantee
that they will be so extended in the future.

- As of June 30, 2007. The Fund's portfolio is actively managed, and its comnposition, including the portfolio statistics and characteristics, will vary over time.

. The Funq 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 seek to enhance its return. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund’s portfolio and that any particular hedging strategy adopted will succeed.

: Ma’k?t yield is calculated by multiplying the current month's distribution by twelve and dividing by the average between the bid and ask month-end market prices. IPO

yield is calculated by multiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-

date’mformation please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888.

fﬁs of Jgne SQ, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are

used \vn}h Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by

i‘:lc’;’eizﬂnghthe average between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value (or at market value when Shares

;he biﬁ Uaf;dase;i in the open mar}ket) on the pay date. In the case of net asset valug return, the Fund's net ass_et value‘p_er Share is used, rather Fhan the average between

commission as pfice, to determine sth total ret'urnA ?Iosed-end funds such as this Fund tradg at market price. Additionally, thg tot_al r_eturn figures do not re.ﬂect any

0t represe r:toi' sales charges payable in conr}ec‘tlc_)n wn'Fh a purchase or sa.le of Shares and whlch may vary with e_ach brokerage |n§t|tutton. Such total return figures are
orless than ¢ : ve Qf fhe performance of anllndwudual mvestment. The price of a Share z?nd |nvgstment return will vary so that an investor's Shares may be worth more
expenses EIrdongmaI cost. The $1 O,QOO ln_vestrpent is hypothetical and is shown for |l|u§trat|ve pu.rposes.only. The return based on the net asset value also reflects
se;'viceg e ba”ed by the Fund for certain services, |nclud|ng among other§, |nve§t.ment.adv150w: administration, custody, and .transfer agency services. Thg fees for such
of the Fund's :ﬁ‘ Onl a percentage of the Fund's portfolio assets. ATo obt;ln additional information related to thg amounts paid by the Fund for such services or a copy

UBS Financia] AZ“}B Report, please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888. To obtain the Fund's month-end performance, contact your

Visor or call the Fund at 787-773-3888 or see “press releases” at www.ubs.com/finandialservicesinc [key word: Puerto Rico Funds).
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Puerto Rico AAA Portfolio Bond Fund II, Inc.

Leslie Highley, Jr., Portfolio Manager since 2005, UBS Asset Managers of Puerto Rico

Investment Objective and Policies

Current income, as is consistent with the preservation of capital. In seeking to achieve this objective, the Fund invests
at least 67% of its total assets in taxable and tax-exempt securities issued by Puerto Rico issuers (as described in the
Prospectus). The Fund may invest up to 33% of its total assets in, among other things, taxable and tax-exempt
securities issued or guaranteed by the U.S. Government, its agencies, and instrumentalities.* The Fund may increase
amounts available for investment through the issuance of preferred stock, debt securities, and other forms of leverage
representing not more than 50% of the Fund’s total assets immediately after the issuance of such securities.

As of April 7, 2006 the Board of Directors of the Fund approved a share repurchase program for up to 5% of

outstanding shares of common stock and any additional shares for its dividend reinvestment plan. The repurchase
program was approved by the Office of the Commissioner of Financial Institutions on May 9, 2006 and is effective
for a one-year period. It is intended to enhance shareholder value and provide additional liquidity to Fund shareholders.

For the quarter ended on June 30, 2007 the Fund repurchased 216,951 common shares in the open market with
an NAV of $2,035,384 at a cost of $2,034,020.

Portfolio Statistics and Characteristics’
Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

Commencement August 2005 .
Market Price 8.71 Leverage $10.85 million  RIZHs]e WAV @eli]eloly! 5.36%
Net Asset Value 9.25 % Leverage 23% Average Maturity 17.45 years
Premium/Discount 94.16% Hedge Notional 2 $10.92 million  FAVEEEAMNIEI(e 7.23 years
Total Net Assets SEINOEN I | cverage Cost 4.91% Effective Duration 4.54 years
Shares Outstanding 3,895,505 Expense Ratio 1.32% Undistributed Income $515,734
Pricing and Distribution History' Portfolio Summary*!
Initial Public Offering (IPO) Price 10.00 PR Obligations 54.92%
52-Week Market Low/High 8.61/8.81 PR Issuers 8.47%
YTD NAV Change -0.11 Mortgage-Backed Securities 46.45%
YTD Market Price Change -0.10
H H 0,
PO Yield 3 4.95% us Obhga.’uons 45.080@
Market Yield 3 568%  USAgendes 45.08%
Last Dividend Paid $0.0413
Last 12-month Dividend $0.4929 ;
Historical Market Price and NAV Performance *
NAV Return Market Return
YTD 1.47% 1.51%
2] 1 Year 8.83% 6.59%
ol 3 Years N/A N/A
5 Years N/A N/A
Life 3.55% -2.42%

6/06 7/06 8/06 9/06 10/06 11/06 12/06 1/07 2/07 3/07 4/07
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féwth of a $10,000 Investment
a5 of June 30, 2007 *

$9,561

6/07

special Considerations
The Fund is a non-diversified, closed-end management

investment company registered under the Puerto Rico
investment Companies Act, as amended. Investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in interest
rates, general market conditions and other political,
social, and economic developments. An investment in
the Fund involves certain risks, including the loss of any
amounts invested. It is appropriate for long term investors
and is intended as one component of a balanced
investment plan. The Fund should not be viewed as a
vehicle for trading purposes. An investment in the Fund
is not equivalent to an investment in the underlying
securities of the Fund. In addition, the Fund's investment
concentration in Puerto Rico securities makes the Fund
more susceptible to risk factors affecting Puerto Rico
securities than an investment company that is invested
across a broader geographical range. The Fund’s use of
leverage is a speculative investment technique, which
involves increased risk to the Fund’s shareholders,
including the possibility of higher volatility of both the
net asset value and the market value of the shares of
common stock. The Fund may enter into portfolio
transactions with UBS Financial Services Incorporated
of Puerto Rico or any of its affiliates. Such transactions
are conducted in accordance with procedures adopted
by the Fund's Board of Directors in an effort to address

Credit Quality ’

AAA - 95%

BBB - 5%

potential conflicts of interest. It is important to note
that the Fund’s shares of common stock may trade at
either a discount or premium of net asset value. The
Fund's shares of common stock may be purchased or
otherwise transferred only to individuals who are residents
of Puerto Rico and to persons other than individuals,
whose principal office and principal place of business
are located in Puerto Rico. These securities are not
insured nor are they deposits or obligations of, or
guaranteed by, UBS Financial Services Incorporated of
Puerto Rico or its affiliates. In addition, securities issued
by the Fund are not deposits and are not insured by the
Federal Deposit Insurance Corporation, the Federal
Reserve Board, or any other agency or instrumentality
of the U.S. Government.

Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended
for Puerto Rico residents and may not be suitable for
all investors. Before making an investment in the Fund,
investors are encouraged to read the Annual Report.
For more up to date information, please contact your
Financial Advisor.

" Subject to certain requirements in the Fund's Prospectus. Since January 2007 the Fund has received temporary authorizations from the Office of the Commissioner of
Financial institutions (*OCFI") to deviate from its investrment requirernents in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities
as they become available under normal market conditions. Such temporary authorizations have been periodically extended by the OCFI, though there is no guarantee
that they will be so extended in the future.

1. As of June 30, 2007. The Fund’s portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time.

2. 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 seek to enhance its return. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund’s portfolio and that any particular hedging strategy adopted will succeed.

3. Market vield is calculated by multiplying the current month's distribution by twelve and dividing by the average between the bid and ask month-end market prices. IPO
vield is calculated by multiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-
date information please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888.

4. As of June 30, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are
used with Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by
calculating the average between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value (or at market value when Shares
are r?-.Durchased in the open market) on the pay date. In the case of net asset value return, the Fund's net asset value per Share is used, rather than the average between
the blq a.nd ask price, to determine such total return. Closed-end funds such as this Fund trade at market price. Additionally, the total return figures do not reflect any
commissions or sales charges payable in connection with a purchase or sale of Shares and which may vary with each brokerage institution. Such total return figures are
ROt representative of the performance of an individual investment. The price of a Share and investment return will vary so that an investor's Shares may be worth more
or less than their original cost. The $10,000 investment is hypothetical and is shown for illustrative purposes only. The return based on the net asset value also reflects
_Engnses incurred by the Fund for certain services, including among others, investment advisory, adminisiration, custody, and transfer agency services. The fees for such
services are based on a percentage of the Fund's portfolio assets. To obtain additional information related to the amounts paid by the Fund for such services or a copy
of the_ FUnd_'s Annual Report, please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888. To obtain the Fund’s month-end performance, contact your
UBS Financial Advisor o call the Fund at 787-773-3888 or see “press releases” at www.ubs.com/financialservicesinc [key word: Puerto Rico Funds).
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Commencement May 2003
Market Price 8.91 Leverage SRCERT I \\eighted Average Coupon 5.98%
Net Asset Value 8.79 % Leverage 47% Average Maturity 12.12 years
Premium/Discount 101.37% Hedge Notional 2 $64.69 million  FNRIEIApINE el 7.62 years
Total Net Assets SAVERERNIICIM Leverage Cost 4.62% Effective Duration 4.82 years
Shares Outstanding 20,301,491 Expense Ratio 1.34% Undistributed Income $5,671,523

Puerto Rico GNMA & U.S. Government
Target Maturity Fund, Inc.

Leslie Highley, Jr., Portfolio Manager since 2003, UBS Asset Managers of Puerto Rico
Mari to Domingo, Portfolio Manager since 2007, Doral Securities

Investment Objectives and Policies
(i) Current income, consistent with the preservation of capital, and (ii) distribution to its holders of common stock
of an amount at least equal in the aggregate to the initial public offering price of $10 per Share during the period

commencing May 16, 2013 and ending on or by December 31, 2043. In seeking to achieve its investment objectives,

the Fund invests at least 67% of its total assets in taxable and tax-exempt securities issued by Puerto Rico issuers
(as described in the Prospectus). The Fund may invest up to 33% of its total assets in, among other things, taxable
and tax-exempt securities issued or guaranteed by the U.S. Government, its agencies or instrumentalities.* The Fund
may increase amounts available for investment through the issuance of preferred stock, debt securities, and other
forms of leverage representing not more than 50% of the Fund’s total assets immediately after the issuance of such
securities.

As of April 7, 2006 the Board of Directors of the Fund approved a share repurchase program for up to 5% of

outstanding shares of common stock and any additional shares for its dividend reinvestment plan. The repurchase
program was approved by the Office of the Commissioner of Financial Institutions on May 9, 2006 and is effective
for a one-year period. It is intended to enhance shareholder value and provide additional liquidity to Fund shareholders.

For the quarter ended on June 30, 2007 the Fund repurchased 156,350 common shares in the open market with
an NAV of $1,390,264 at a cost of $1,388,388.

Portfolio Statistics and Characteristics’
Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

Pricing and Distribution History’ Portfolio Summary*’
Initial Public Offering (IPO) Price 10.00 PR Obligations 65.42%
52-Week Market Low/High 8.91/9.17 PR Issuers 1.31%
YTD NAV Change -0.10 Mortgage-Backed Securities 64.11%
YTD Market Price Change -0.26
US Obligations 34.58%
IPO Yield 3 4.40% US Agencies 34.58%
Market Yield 3 4.94%
Last Dividend Paid $0.0367
Last 12-month Dividend $0.4442
Historical Market Price and NAV Performance 4
NAV Return Market Return
) . KT YTD 1.35% -0.35%
12 1 Year 6.25% 3.82%
i 3 Years 4.19% 1.78%
5 Years N/A N/A
Life 3.93% 3.09%

6/06 7/06 8/06 9/06 10/06 11/06 12/06 1/07 2/07 3/07 4/07 5/07 6/07
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Growth of $10,000 Investment
as of June 30, 2007 4

$11,293

126,000
23,000
0000
£20.000
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$10.006
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5/03 6/07

special Considerations
The Fund is a non-diversified, closed-end management

investment company registered under the Puerto Rico
investment Companies Act, as amended. Investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in interest
rates, general market conditions and other political,
social, and economic developments. An investment in
the Fund involves certain risks, including the loss of any
amounts invested. There is no assurance that the Fund
will be able to effect distributions of principal in
accordance with its investment objectives or otherwise
return an amount at least equal, in the aggregate, to
the initial public offering price of $10 per share of
common stock. It is appropriate for long term investors
and is intended as one component of a balanced
investment plan. The Fund should not be viewed as a
vehicle for trading purposes. An investment in the Fund
is not equivalent to an investment in the underlying
securities of the Fund. In addition, the Fund's investment
concentration in Puerto Rico securities makes the Fund
more susceptible to risk factors affecting Puerto Rico
securities than an investment company that is invested
across a broader geographical range. The Fund'’s use of
leverage is a speculative investment technique, which
involves increased risk to the Fund’s shareholders,
including the possibility of higher volatility of both the
net asset value and the market value of the shares of
common stock. The Fund may enter into portfolio

Credit Quality ’

AAA - 96%

>BBB - 1%

BBB -3%

transactions with UBS Financial Services Incorporated
of Puerto Rico or any of its affiliates. Such transactions
are conducted in accordance with procedures adopted
by the Fund’s Board of Directors in an effort to address
potential conflicts of interest. It is important to note
that the Fund’s shares of common stock may trade at
either a discount or premium of net asset value. The
Fund’s shares of common stock may be purchased or
otherwise transferred only to individuals who are residents
of Puerto Rico and to persons other than individuals,
whose principal office and principal place of business
are located in Puerto Rico. These securities are not
insured nor are they deposits or obligations of, or
guaranteed by, UBS Financial Services Incorporated of
Puerto Rico or its affiliates. In addition, securities issued
by the Fund are not deposits and are not insured by the
Federal Deposit Insurance Corporation, the Federal
Reserve Board, or any other agency of the U.S. Government.

Past performance is no guarantee of future results. The

investment . return.and orincinal value. of an.investment
Lt ang &) Ue-or-an-Invest!

TSI T T GV T CECITrTL

in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended
for Puerto Rico residents and may not be suitable for
all investors. Before making an investment in the Fund,
investors are encouraged to read the Annual Report.
For more up to date information, please contact your
Financial Advisor.

Subject to certain requirements in the Fund's Prospectus. Since February 2006 the Fund has received temporary authorizations from the Office of the Commissioner of

Financial Institutions {"OCFI") to deviate from its investment requirements in Puerto Rico Obiigations, subject to the obligation to purchase suitable Puerto Rico securities
as they become available under normal market conditions. Such temporary authorizations have been periodically extended by the OCF, though there is no guarantee

that they will be so extended in the future.

N

- As of June 30, 2007. The Fund's portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time.

- The Fund may use a variety of derivative instruments including securities options, financial futures contracts, options on futures contracts, and other interest rate protection
Uc_insactions such as swap agreements, to attempt to hedge its portfolio of assets and seek to enhance its return. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund’s portfolio and that any particular hedging strategy adopted will succeed.

. Market yield is calculated by multiplying the current month's distribution by twelve and dividing by the average between the bid and ask month-end market prices. IPO

yield _is calculated by multiplying the current month’s distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-

date information please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888.

As of June 30, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are

used wi_th Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by

calculating the average between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value (or at market value when Shares
are TE_DUrchased in the open market) on the pay date. In the case of net asset value return, the Fund's net asset value per Share is used, rather than the average between
iz‘in?r’ssj”d ask price, to determine su'ch total return. Closed-end funds such as this Fund tradg at market pri_ce. Additionally, thg tot_al rfetum figures do not reﬂect any

Nl elOﬂS or sales charges payable in conqeqk_;n wiFh a purchase or sa‘le of Shares and wb;ch may vary with gach brokerage ms_tltutlon. Such total return figures are

O‘{ iesspthzen:}?“‘ve 0_f ﬁhe performance of an'mdlwdual lr.\vestment. The price of a Share a_nd 1nvgstment return will vary so that an investor's Shares may be worth more

X i: eir original cost. The $10,_000 myestment is hypothetical and is shown for lllu§trat|ve pqrposes_only. The return based on the net assgt value also reflects

Se;vices arecburred by the Fund for certain services, mclu@mg among other; mve'st'ment'adwsoryt administration, custody, and .transfer agency services. Thfs fees for such

o the Funy a:ed 0n a percentage of the Fund's portfolio assets. _To obta_m additional information related to thg amounts paid by the Fund for such services or a copy

Uss i d's nn_ual Report, please contact the Tax-Free Puerto Rico Family of Funds at 787—773—3'888.‘ To ot?talp the Fund’s month-end' performance, contact your

tnancial Advisor or call the Fund at 787-773-3888 or see "press releases” at www.ubs.com/financialservicesinc [key word: Puerto Rico Funds].
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Puerto Rico Fixed Income Fund, Inc.

Leslie Highley, Jr., Portfolio Manager since 2003, UBS Asset Managers of Puerto Rico
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Current income, con5|5tent with the preservation of capital. In seeking to achieve its investment objective, the Fund
invests at least 67% of its total assets in taxable and tax-exempt securities issued by Puerto Rico issuers (as described
in the Prospectus). The Fund may invest up to 33% of its total assets in taxable and tax-exempt securities issued
or guaranteed by the U.S. Government, its agencies or instrumentalities, mortgage-backed and asset-backed
securities, corporate obligations and preferred stock, and municipal securities.* The Fund may increase amounts
available for investment through the issuance of preferred stock, debt securities, and other forms of leverage
representing not more than 50% of the Fund’s total assets immediately after the issuance of such securities.

As of April 7, 2006 the Board of Directors of the Fund approved a share repurchase program for up to 5% of

outstanding shares of common stock and any additional shares for its dividend reinvestment plan. The repurchase
program was approved by the Office of the Commissioner of Financial Institutions on May 9, 2006 and is effective
for a one-year period. It is intended to enhance shareholder value and provide additional liquidity to Fund shareholders.

For the quarter ended on June 30, 2007 the Fund repurchased 20,617 common shares in the open market with
an NAV of $188,707 at a cost of $188,439.

and Characteristics’
Iossary at the end of the report for definitions of certain terms listed below.
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Leverage $327.59 million
% Leverage 46%

Hedge Notional 2 $121.45 million
Leverage Cost 4.58%

. Expense Ratio 1.29%

Prlcmg and Distribution Hlstory Portfolio Summary*'

Initial Public Offering (IPO) Price 10.00 PR Obligations 58.84%
52-Week Market Low/High 9.12/9.83 PR Issuers 42.30%
YTD NAV Change -0.19 Mortgage-Backed Securities 5.98%
YTD Market Price Change -0.46 Preferred Stocks 10.56%
IPO Yield 3 5.85% US Obligations 41.16%
Market Yield 3 6.24% US Agencies 41.16%
Last Dividend Paid $0.0488
Last 12-month Dividend $0.5871
Historical Market Price and NAV Performance *
NAV Return Market Return
) MK YTD 1.12% -1.51%
12 1 Year 9.78% 9.68%
10 3 Years 5.04% 4.84%
s 5 Years N/A N/A
Life 5.28% 5.35%
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Growth of a $10,000 Investment
a5 of June 30,2007%

$12,157

6/07
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;he: Fund is a non-diversified, closed-end management
investmnent company registered under the Puerto Rico
investment Companies Act, as amended. Investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in interest
rates, general market conditions and other political,
social, and economic developments. An investment in
the Fund involves certain risks, including the loss of any
amounts invested. There is no assurance that the Fund
will be able to effect distributions of principal in
accordance with its investment objectives or otherwise
return an amount at least equal, in the aggregate, to
the initial public offering price of $10 per share of
common stock. It is appropriate for long term investors
and is intended as one component of a balanced
investment plan. The Fund should not be viewed as a
vehicle for trading purposes. An investment in the Fund
is not equivalent to an investment in the underlying
securities of the Fund. In addition, the Fund’s investment
concentration in Puerto Rico securities makes the Fund
more susceptible to risk factors affecting Puerto Rico securities
than an investment company that is invested across a
broader geographical range. The Fund's use of leverage
is a speculative investment technique, which involves
increased risk to the Fund’s shareholders, including the
possibility of higher volatility of both the net asset value
and the market value of the shares of common stock.
The Fund may enter into portfolio transactions with

Credit Quality '

AAA -55%

BBB - 34%

A-1%
>BBE - 10%
UBS Financial Services Incorporated of Puerto Rico or
any of its affiliates. Such transactions are conducted in
accordance with procedures adopted by the Fund’s
Board of Directors in an effort to address potential
conflicts of interest. It is important to note that the
Fund’s shares of common stock may trade at either a
discount or premium of net asset value. The Fund’s
shares of common stock may be purchased or otherwise
transferred only to individuals who are residents of
Puerto Rico and to persons other than individuals, whose
principal office and principal place of business are located
in Puerto Rico. These securities are not insured nor are
they deposits or obligations of, or guaranteed by, UBS
Financial Services Incorporated of Puerto Rico or its
affiliates. In addition, securities issued by the Fund are
not deposits and are not insured by the Federal Deposit
[nsurance Corporation, the Federal Reserve Board, or
any other agency of the U.S. Government.
Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended
for Puerto Rico residents and may not be suitable for
all investors. Before making an investment in the Fund,
investors are encouraged to read the Annual Report.
For more up to date information, please contact your
Financial Advisor.

N Subject t(_) certain requirements in the Fund's Prospectus. Since November 2005 the Fund has received temporary authorizations from the Office of the Commissioner
of Financial Institutions ("OCFI") to deviate from its investment requirements in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities
as they become available under normal market conditions. Such temporary authorizations have been periodically extended by the OCFI, though there is no guarantee

that they will be so extended in the future.

Mo s

- As of June 30, 2007. The Fund's portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time.
- The Fund may use a variety of derivative instruments including securities options, financial futures contracts, options on futures contracts, and other interest rate protection

lrénsactions such as swap agreements, to attempt to hedge its portfolio of assets and seek to enhance its return. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund’s portfolio and that any particular hedging strategy adopted will succeed.

w

- Market yield is calculated by multiplying the current month's distribution by twelve and dividing by the average between the bid and ask month-end market prices. IPO

yield s calculated by multiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-

date information please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888.
As of June 30, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are

fsfd lWi_th Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by
{aiculating the average between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value (or at market value when Shares

th

are ;épurchased inl the open market) on the pay date. In the case of net asset value return, the Fund's net asset value per Share is used, rather than the average between
@ bid and ask price, to determine such total return. Closed-end funds such as this Fund trade at market price. Additionally, the total return figures do not reflect any

commissions or sales charges payable in connection with a purchase or sale of Shares and which may vary with each brokerage institution. Such total return figures are

not representative of the
orl

ese th e ol | performance of an individual investment. The price of a Share and investment return will vary so that an investor's Shares may be worth more
&35 than their original cost. The $10,000 investment is hypothetical and is shown for illustrative purposes only. The return based on the net asset value also reflects

expenses . . . s . . . . .
Penses incurred by the Fund for certain services, including among others, investment advisory, administration, custody, and transfer agency services. The fees for such

senvices are based on a
of the Fund’s Annual R
UBS Financial Advisor

percentage of the Fund's portfolio assets. To obtain additional information related to the amounts paid by the Fund for such services or a copy
eport, please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888. To obtain the Fund’s month-end performance, contact your
or call the Fund at 787-773-3888 or see “press releases” at www.ubs.com/financialservicesinc [key word: Puerto Rico Funds].

37




Puerto Rico Fixed Income Fund 11, Inc.

Leslie Highley, Jr., Portfolio Manager since 2004, UBS Asset Managers of Puerto Rico

jective and Policies

&

investment Objec
Current income, consistent with the preservation of capital. In seeking to achieve its investment objective, the Fund
invests at least 67% of its total assets in taxable and tax-exempt securities issued by Puertc Rico issuers (as described
in the Prospectus). The Fund may invest up to 33% of its total assets in taxable and tax-exempt securities issued

or guaranteed by the U.S. Government, its agencies or instrumentalities, mortgage-backed and asset-backed
securities, corporate obligations and preferred stock, and municipal securities.* The Fund may increase amounts
available for investment through the issuance of preferred stock, debt securities, and other forms of leverage
representing not more than 50% of the Fund’s total assets immediately after the issuance of such securities.

e

As of April 7, 2006 the Board of Directors of the Fund approved a share repurchase program for up to 5% of

outstanding shares of common stock and any additional shares for its dividend reinvestment plan. The repurchase
program was approved by the Office of the Commissioner of Financial Institutions on May 9, 2006 and is effective
for a one-year period. It is intended to enhance shareholder value and provide additional liquidity to Fund shareholders.

For the quarter ended on June 30, 2007 the Fund repurchased 34,455 common shares in the open market with
an NAV of $302,722 at a cost of $302,428.

ics and Characteristics’

Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

Leverage $311.90 million

% Leverage 44%

Hedge Notional 2 $121.04 million

Leverage Cost 4.74%

Expense Ratio 1.30%
Pricing and Distribution History’ Portfolio Summary*!
Initial Public Offering (IPO) Price 10.00 PR Obligations 61.22%
52-Week Market Low/High 8.86/9.27 PR Issuers 52.88%
YTD NAV Change -0.15 Mortgage-Backed Securities 2.19%
YTD Market Price Change -0.21 Preferred Stocks 6.15%
IPO Yield 3 5.40% US Obligations 38.78%
Market Yield 3 6.03% US Agencies 38.78%
Last Dividend Paid $0.0450
Last 12-month Dividend $0.5400
Historical Market Price and NAV Performance 4

NAV Return Market Return
: YTD 1.35% 0.80%
12[ ‘ 1 Year 6.93% 7.45%
1ol 7 . 3 Years 3.66% 2.73%
gl (51 B 8 NN e § 5 Years N/A N/A
: %% Life 3.45% 3.49%
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special Cons
?ﬁe Fund is a non-diversified, closed-end management
investment company registered under the Puerto Rico
Jnvestment Companies Act, as amended. Investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in interest
rates, general market conditions and other political,
social, and economic developments. An investment in
the Fund involves certain risks, including the loss of any
amounts invested. There is no assurance that the Fund
will be able to effect distributions of principal in
accordance with its investment objectives or otherwise
return an amount at least equal, in the aggregate, to
the initial public offering price of $10 per share of
common stock. It is appropriate for long term investors
and is intended as one component of a balanced
investment plan. The Fund should not be viewed as a
vehicle for trading purposes. An investment in the Fund
is not equivalent to an investment in the underlying
securities of the Fund. In addition, the Fund’s investment
concentration in Puerto Rico securities makes the Fund
more susceptible to risk factors affecting Puerto Rico
securities than an investment company that is invested
across a broader geographical range. The Fund’s use of
leverage is a speculative investment technique, which
involves increased risk to the Fund’s shareholders,
including the possibility of higher volatility of both the
net asset value and the market value of the shares of
common stock. The Fund may enter into portfolio
transactions with UBS Financial Services Incorporated

*

Credit Quality !
AAA - 63%

BBB - 27%

A-1% b
>BBB - 9%

of Puerto Rico or any of its affiliates. Such transactions
are conducted in accordance with procedures adopted
by the Fund's Board of Directors in an effort to address
potential conflicts of interest. It is important to note
that the Fund’s shares of common stock may trade at
either a discount or premium of net asset value. The
Fund’s shares of common stock may be purchased or
otherwise transferred only to individuals who are residents
of Puerto Rico and to persons other than individuals,
whose principal office and principal place of business
are located in Puerto Rico. These securities are not
insured nor are they deposits or obligations of, or
guaranteed by, UBS Financial Services incorporated of
Puerto Rico or its affiliates. In addition, securities issued
by the Fund are not deposits and are not insured by the
Federal Deposit Insurance Corporation, the Federal
Reserve Board, or any other agency of the U.S.
Government.

Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended
for Puerto Rico residents and may not be suitable for
all investors. Before making an investment in the Fund,
investors are encouraged to read the Annual Report.
For more up to date information, please contact your
Financial Advisor.

Subject to certain requirements in the Fund's Prospectus. Since November 2005 the Fund has received temporary authorizations from the Office of the Commissioner

of Financial Institutions (" OCFI*) to deviate from its investrment requirements in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities
as they become available under normal market conditions. Such temporary authorizations have been periodically extended by the OCFI, though there is no guarantee

that they will be so extended in the future.

N

- As of fune 30, 2007. The Fund's portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time.
- The Fund may use a variety of derivative instruments including securities options, financial futures contracts, options on futures contracts, and other interest rate protection

tf:_3nsactions such as swap agreements, to attempt to hedge its portfolio of assets and seek to enhance its return. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to alt or any part of the Fund’s portfolio and that any particular hedging strategy adopted will succeed.

w

- Market yield is calculated by multiplying the current month's distribution by twelve and dividing by the average between the bid and ask month-end market prices. IPO

yield fS Cakula}ed by multiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-
date information please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888.

had

As of June 30, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are

USIEG wi_th Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by
Calculating the average between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value (or at market value when Shares
are repurchased in the open market) on the pay date. In the case of net asset value return, the Fund’s net asset value per Share is used, rather than the average between

the bid
commis:
not rep
or less th
expenses
services a
of the Fund
UBS Fina

S

a,nd ask price, to determine such total return. Closed-end funds such as this Fund trade at market price. Additionally, the total return figures do not reflect any
S1ons or sales charges payable in connection with a purchase or sale of Shares and which may vary with each brokerage institution. Such total return figures are
fésentative of the performance of an individual investment. The price of a Share and investment return will vary so that an investor's Shares may be worth more
an their original cost. The $10,000 investment is hypothetical and is shown for illustrative purposes only. The return based on the net asset value also reflects
Incurred by the Fund for certain services, including among others, investment advisory, administration, custody, and transfer agency services. The fees for such
re based on a percentage of the Fund's portfolio assets. To obtain additional information related to the amounts paid by the Fund for such services or a copy
_‘S Annual Report, please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888. To obtain the Fund’s month-end performance, contact your
ncial Advisor or call the Fund at 787-773-3888 or see "press releases” at www.ubs.com/financialservicesine [key word: Puerto Rico Funds].
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Puerto Rico Fixed Income Fund 111, Inc.

Leslie Highley, Jr., Portfolio Manager since 2004, UBS Asset Managers of Puerto Rico
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investment Oblective and Policies

Current income, consistent with the preservation of capital. In seeking to achieve its investment objective, the Fund
invests at least 67% of its total assets in taxable and tax-exempt securities issued by Puerto Rico issuers (as described
in the Prospectus). The Fund may invest up to 33% of its total assets in taxable and tax-exempt securities issued

or guaranteed by the U.S. Government, its agencies or instrumentalities, mortgage-backed and asset-backed
securities, corporate obligations and preferred stock, and municipal securities.* The Fund may increase amounts
available for investment through the issuance of preferred stock, debt securities, and other forms of leverage

representing not more than 50% of the Fund’s total assets immediately after the issuance of such securities.

As of April 7, 2006 the Board of Directors of the Fund approved a share repurchase program for up to 5% of

outstanding shares of common stock and any additional shares for its dividend reinvestment plan. The repurchase
program was approved by the Office of the Commissioner of Financial Institutions on May 9, 2006 and is effective
for a one-year period. It is intended to enhance shareholder value and provide additional liquidity to Fund shareholders.

For the quarter ended on June 30, 2007 the Fund repurchased 42,095 common shares in the open market with
an NAV of $366,540 at a cost of $366,059.

75 oo g 83 o By 35 g o] Loy o gy i Y i} pgn §
Portfolio Statistics and Characteristics

Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

Leverage $336.94 million
% Leverage 48%
| Hedge Notional 2 $128.00 million

Leverage Cost 4.73%
Expense Ratio 1.31%

Pricing and Distribution History' Portfolio Summary*’
Initial Public Offering (IPO) Price 10.00 PR Obligations 64.19%
52-Week Market Low/High 8.76/9.17 PR Issuers 45.14%
YTD NAV Change -0.26 Mortgage-Backed Securities 13.49%
YTD Market Price Change -0.36 Preferred Stocks 5.56%
IPO Yield 3 5.35% US Obligations 35.81%
Market Yield 3 6.07% US Agencies 35.81%
Last Dividend Paid $0.0446
Last 12-month Dividend $0.5333
Historical Market Price and NAV Performance *
NAV Return Market Return
= YTD 0.03% -0.97%
2| 1 Year 6.50% 6.80%
ol e e e e 3 Years N/A N/A
B0t BeE 5 Years N/A N/A
' % A Life 1.79% 1.20%
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10,000 Investment
as of June 30, 2007 *

$10,344

Lot &
Sped E

: TOns
The Fund is a non-diversified, closed-end management
investment company registered under the Puerto Rico
Investment Companies Act, as amended. Investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in interest
rates, general market conditions and other political,
social, and economic developments. An investment in
the Fund involves certain risks, including the loss of any
amounts invested. There is no assurance that the Fund
will be able to effect distributions of principal in
accordance with its investment objectives or otherwise
return an amount at least equal, in the aggregate, to
the initial public offering price of $10 per share of
common stock. It is appropriate for long term investors
and is intended as one component of a balanced
investment plan. The Fund should not be viewed as a
vehicle for trading purposes. An investment in the Fund
is not equivalent to an investment in the underlying
securities of the Fund. In addition, the Fund’s investment
concentration in Puerto Rico securities makes the Fund
more susceptible to risk factors affecting Puerto Rico
securities than an investment company that is invested
across a broader geographical range. The Fund'’s use of
leverage is a speculative investment technique, which
involves increased risk to the Fund’s shareholders,
including the possibility of higher volatility of both the
net asset value and the market value of the shares of
common stock. The Fund may enter into portfolio
transactions with UBS Financial Services Incorporated

*

Credit Quality !
AAA - 56%

BBB - 33%

A-2%

>BBB - 9%

of Puerto Rico or any of its affiliates. Such transactions
are conducted in accordance with procedures adopted
by the Fund’s Board of Directors in an effort to address
potential conflicts of interest. It is important to note
that the Fund’s shares of common stock may trade at
either a discount or premium of net asset value. The
Fund’s shares of common stock may be purchased or
otherwise transferred only to individuals who are residents
of Puerto Rico and to persons other than individuals,
whose principal office and principal place of business
are located in Puerto Rico. These securities are not
insured nor are they deposits or obligations of, or
guaranteed by, UBS Financial Services Incorporated of
Puerto Rico or its affiliates. In addition, securities issued
by the Fund are not deposits and are not insured by the
Federal Deposit Insurance Corporation, the Federal
Reserve Board, or any other agency of the U.S.
Government.

Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended
for Puerto Rico residents and may not be suitable for
all investors. Before making an investment in the Fund,
investors are encouraged to read the Annual Report.
For more up to date information, please contact your
Financial Advisor.

Subject to certain requirements in the Fund's Prospectus. Since November 2005 the Fund has received temporary authorizations from the Office of the Commissioner

of Finandial Institutions (* OCFI") to deviate from its investment requirements in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities
as they become available under normal market conditions. Such temporary authorizations have been periodically extended by the OCF, though there is no guarantee

that they will be so extended in the future.

(R,

- As of June 30, 2007. The Fund's portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time.
- The Fund may use a variety of derivative instruments including securities options, financial futures contracts, options on futures contracts, and other interest rate protection

tfénsactions such as swap agreements, to attempt to hedge its portfolio of assets and seek to enhance its return. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund's portfolio and that any particular hedging strategy adopted will succeed.

w

Market yield is calculated by multiplying the current month's distribution by twelve and dividing by the average between the bid and ask month-end market prices. [PO

yield fS calculated by multiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-
date information please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888.

4. Asof June 30, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are
used WI_th Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by
Calculating the average between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value (or at market value when Shares
are f?purchased in the open market) on the pay date. In the case of net asset value return, the Fund's net asset value per Share s used, rather than the average between
the bsq a.nd ask price, to determine such total return. Closed-end funds such as this Fund trade at market price. Additionally, the total return figures do not reflect any
commissions or sales charges payable in connection with a purchase or sale of Shares and which may vary with each brokerage institution. Such total return figures are
SS:EZ‘ESPESENBTWG o_f }he performance of an individual investment. The price of a Share and investment return will vary so that an investor's Shares may be worth more
emense:n their original cost. The $10,_OOO myestment is. hypothetical and i§ shown for illu§trative pu.r;?oses'only. The return based on the net asget value also reflects
Se;'vices armcburred by the Fund for certain services, |ndudmg among other_s, 1nve§menpadv150ryz administration, custody, and .transfer agency services. Thfe fees for such
of the Funfj . ased on a percentage of the Fund's portfolio assets. 'To obta‘ln additional information related to the_ amounts paid by the Fund for such services or a copy
UBS £ I's Annyal Report, please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888. To obtain the Fund’s month-end performance, contact your

inancial Advisor or call the Fund at 787-773-3888 or see “ press releases” at www.ubs.com/financialservicesinc [key word: Puerto Rico Funds].

;
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Leslie Highley, Jr., Portfolio Manager since 2005, UBS Asset Managers of Puerto Rico

3

investment Oblective and Policles

Current income, consistent with the preservation of capital. In seeking to achieve its investment objective, the Fund
invests at least 67% of its total assets in taxable and tax-exempt securities issued by Puerto Rico issuers (as described
in the Prospectus). The Fund may invest up to 33% of its total assets in taxable and tax-exempt securities issued or
guaranteed by the U.S. Government, its agencies or instrumentalities, mortgage-backed and asset-backed securities,
corporate obligations and preferred stock, and municipal securities.* The Fund may increase amounts available for
investment through the issuance of preferred stock, debt securities, and other forms of leverage representing not more
than 50% of the Fund’s total assets immediately after the issuance of such securities.

As of April 7, 2006 the Board of Directors of the Fund approved a share repurchase program for up to 5% of outstanding
shares of common stock and any additional shares for its dividend reinvestment plan. The repurchase program was
approved by the Office of the Commissioner of Financial Institutions on May 9, 2006 and is effective for a one-year
period. It is intended to enhance shareholder value and provide additional liquidity to Fund shareholders.

For the quarter ended on June 30, 2007 the Fund repurchased 932,080 common shares in the open market with an
NAV of $8,604,945 at a cost of $8,596,421.

Portfolio Statistics and Characteristics’

Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

Leverage $334.88 million
% Leverage 45%

Hedge Notional 2 $130.00 million
Leverage Cost 4.60%

Expense Ratio 1.24%

Pricing and Distribution History' Portfolio Summary*’
Initial Public Offering (IPO) Price 10.00 PR Obligations - 54.21%
52-Week Market Low/High 9.07/9.32 PR Issuers 34.44%
YTD NAV Change -0.23 Mortgage-Backed Securities 16.44%
YTD Market Price Change 0.00 Preferred Stocks 3.33%
[PO Yield 3 5.55% US Obligations 45.79%
Market Yield 3 6.02% US Agencies 45.79%
Last Dividend Paid $0.0463
Last 12-month Dividend $0.5479
Historical Market Price and NAV Performance *
NAV Return Market Return
YTD 0.48% 3.05%

12 1 Year 6.74% 7.90%
0. . & 3 Years N/A N/A
. % a 5 Years N/A N/A

\\ ' %é Life 2.98% 1.92%
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Growth of a $10,000 Investment
as of June 30, 2007°%

$10,437
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Tﬁe Fund is a non-dive
investment company registered under the Puerto Rico
investment Companies Act, as amended. Investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in interest
rates, general market conditions and other political,
social, and economic developments. An investment in
the Fund involves certain risks, including the loss of any
amounts invested. There is no assurance that the Fund
will be able to effect distributions of principal in
accordance with its investment objectives or otherwise
return an amount at least equal, in the aggregate, to
the initial public offering price of $10 per share of
common stock. It is appropriate for long- term investors
and is intended as one component of a balanced
investment plan. The Fund should not be viewed as a
vehicle for trading purposes. An investment in the Fund
is not equivalent to an investment in the underlying
securities of the Fund. In addition, the Fund’s investment
concentration in Puerto Rico securities makes the Fund
more susceptible to risk factors affecting Puerto Rico
securities than an investment company that is invested
across a broader geographical range. The Fund's use of
leverage is a speculative investment technique, which
involves increased risk to the Fund’s shareholders,
including the possibility of higher volatility of both the
net asset value and the market value of the shares of
common stock. The Fund may enter into portfolio
transactions with UBS Financial Services Incorporated

5

Credit Quality '

AAA -65%

- o,
A-1% BBB - 28%

>BBB - 6%

of Puerto Rico or any of its affiliates. Such transactions
are conducted in accordance with procedures adopted
by the Fund’s Board of Directors in an effort to address
potential conflicts of interest. It is important to note
that the Fund’s shares of common stock may trade at
either a discount or premium of net asset value. The
Fund’s shares of common stock may be purchased or
otherwise transferred only to individuals who are residents
of Puerto Rico and to persons other than individuals,
whose principal office and principal place of business
are located in Puerto Rico. These securities are not
insured nor are they deposits or obligations of, or
guaranteed by, UBS Financial Services Incorporated of
Puerto Rico or its affiliates. In addition, securities issued
by the Fund are not deposits and are not insured by the
Federal Deposit insurance Corporation, the Federal
Reserve Board, or any other agency of the U.S.
Government.

Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended
for Puerto Rico residents and may not be suitable for
all investors. Before making an investment in the Fund,
investors are encouraged to read the Annual Report.
For more up to date information, please contact your
Financial Advisor.

Subject to certain requirements in the Fund's Prospectus. Since March 2006 the Fund has received temporary authorizations from the Office of the Commissioner of

Financial Institutions (" OCFI") to deviate from its investment requirements in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities
as they become available under normal market conditions. Such temporary authorizations have been periodically extended by the OCFI, though there is no guarantee

that they will be so extended in the future.

[NTR—

- As of June 30, 2007. The Fund's portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time.

- The F“”? may use a variety of derivative instruments including securities options, financial futures contracts, options on futures contracts, and other interest rate protection
'\f:_ansactlons such as swap agreements, to attempt to hedge its portfolio of assets and seek to enhance its rturn. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund's portfolio and that any particular hedging strategy adopted will succeed.

: ""_Xafk?t yield is calculated by multiplying the current month's distribution by twelve and dividing by the average between the bid and ask month-end market prices. IPO
yield s calculated by multiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-
date information please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888.

- As of Jgne 39, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are
:’Zii;:;m Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by
e fepL:?cghthe average between the bid and ask price with capital gains distributions and income dividends reinvested at net ass_et value (or at market value when Shares
the by andase‘? in the open mar'ket) on the pay date. In the case of net asset valug return, the Fund's net ass.et value'p'er Share is used, rather tlhan the average between
commission asx price, to determine sugh total ret‘urn. ?Iosed—end funds such as this Fund tradfe at market price. Additionally, thg to’gal (eturn figures do not reflect any
et eprece stor. sales charges payable in conQe@gn Wlt'h a purchase or sa_!e of Shares and W!’]ICh may vary with gach brokerage 1n§tltutlon. Such total return figures are
or less than 1 ;tl.ve va _the performance of an.mdmdual nqvestment. The price of a Share aﬁd mvgstment return will vary so that an investor's Shares may be worth more

expenses inc e”dongmal cost. The $1 0,900 myestment is hypothetical and is shown for |Ilu§tratlve pqrposes_only. The return based on the net assgt value also reflects

ervices ane l;Jarred by the Fund for certain services, |nclu§mg among other;, mve?c.t'men’['adwsoryf administration, custody, and .transfer agency services. Thg fees for such

o the Fune ASE on a percentage of the Fund's portfolio assets. 'To obtqm additional information related to thg amounts paid by the Fund for such services or a copy

UBS Financin Agnyal Report, please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888._ To obtain the Fund’s month-end performance, contact your

VISOr or call the Fund at 787-773-3888 or see "press releases” at www.ubs.com/financialservicesinc [key word: Puerto Rico Funds]. 43
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Commencement October 2004
Market Price 8.76 Leverage $132.30 million RACHANLWAVIEIol-R@e]¥lolels! 5.62%
Net Asset Value 8.84 % Leverage 48% Average Maturity 11.29 years
Premium/Discount 99.10% Hedge Notional 2 $49.97 million EISEIEBINE el 6.90 years
Total Net Assets SRR Lcverage Cost 4.87% Effective Duration 4.71 years
Shares Outstanding 16,754,550 Expense Ratio 1.17% Undistributed Income $720,676

Securities Fund, Inc.

Leslie Highley, Jr., Portfolio Manager since 2004, UBS Asset Managers of Puerto Rico
Luis Aldea, Portfolio Manager since 2007, RG Premier Bank of Puerto Rico

Investment Objective and Policies
The Fund's investment objective is to provide investors in its Common Stock with current income, consistent with
the preservation of capital. The Fund will normally invest at least 67% of its total assets in taxable and tax-exempt
securities issued by Puerto Rico issuers, including securities issued by the Commonwealth of Puerto Rico and its
political subdivisions and instrumentalities, mortgage instruments, mortgage-backed and asset-backed securities,
corporate obligations, and preferred stock. The Fund may invest up to 33% of its total assets in taxable and tax-
exempt securities issued by the U.S. Government, its agencies and instrumentalities, non-Puerto Rico mortgage
instruments, non-Puerto Rico mortgage-backed and asset-backed securities, corporate obligations or preferred stock
of non-Puerto Rico issuers, municipal securities of issuers within the U.S., and in other non-Puerto Rico Securities
which the Fund's investment advisers may select, consistent with the Fund's investment objective and policies. At
least 80% of the Fund's total assets are invested in (i) mortgage instruments which are comprised of whole residential
non-conforming mortgage loans, securities issued by grantor trusts in connection with pooled mortgage loans and
participation certificates in pools of mortgage loans; (i) securities issued or guaranteed by the Government National
Mortgage Association, Federal National Mortgage Association, Federal Home Loan Mortgage Corporation, and/or
other mortgage-backed securities and collateralized mortgage obligations collateralized with securities issued or
guaranteed by GNMA, FNMA or FHLMC; and (iii) securities issued or guaranteed by the U.S. Government, its agents
and/or instrumentalities. As of April 7, 2006 the Board of Directors of the Fund approved a share repurchase program
for up to 5% of outstanding shares of common stock and any additional shares for its dividend reinvestment plan.
The repurchase program was approved by the Office of the Commissioner of Financial Institutions on May 9, 2006
and is effective for a one-year period. It is intended to enhance shareholder value and provide additional liquidity
to Fund shareholders.

For the quarter ended on June 30, 2007 the Fund repurchased 109,691 common shares in the open market with
an NAV of $983,143 at a cost of $979,420.

Portfolio Statistics and Characteristics

Please refer to the Glossary at the end of the report for definitions of certain terms listed below.

Pricing and Distribution History’ Portfolio Summary*'
Initial Public Offering (IPO) Price 10.00 PR Obligations 65.58%
52-Week Market Low/High 8.71/8.81 Mortgage-Backed Securities 64.84%
YTD NAV Change -0.16 Preferred Stocks 0.74%
YTD Market Price Change -0.05
US Obligations 34.42%
IPO Yield 3 4.80% US Agencies 34.42%
Market Yield 3 5.48%
Last Dividend Paid $0.0400
Last 12-month Dividend $0.4842
Historical Market Price and NAV Performance #
) NAV Return Market Return
12 . YD 0.89% 2.13%
10l 1 Year 9.26% 6.10%
3 Years N/A N/A
5 Years N/A N/A
Life 3.08% 0.76%
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Growth of a $10,000 investment
as of June 30, 2007 4
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special Considerations .

The Fund is a non-diversified, closed-end management
investment company registered under the Puerto Rico
Investment Companies Act, as amended. Investors
should understand that the Fund’s yield and net asset
value fluctuate and can be affected by changes in interest
rates, general market conditions and other political,
social, and economic developments. An investment in
the Fund involves certain risks, including the loss of any
amounts invested. There is no assurance that the Fund
will be able to effect distributions of principal in
accordance with its investment objectives or otherwise
return an amount at least equal, in the aggregate, to
the initial public offering price of $10 per share of
common stock. It is appropriate for long term investors
and is intended as one component of a balanced
investment plan. The Fund should not be viewed as a
vehicle for trading purposes. An investment in the Fund
is not equivalent to an investment in the underlying
securities of the Fund. In addition, the Fund’s investment
concentration in Puerto Rico securities makes the Fund
more susceptible to risk factors affecting Puerto Rico securities
than an investment company that is invested across a
broader geographical range. The Fund’s use of leverage
is a speculative investment technique, which involves
increased risk to the Fund’s shareholders, including the
possibility of higher volatility of both the net asset value
and the market value of the shares of common stock.
The Fund may enter into portfolio transactions with UBS

*

Credit Quality ’

AAA -62%

A-26%

>BBB - 1%

BBB - 11%

Financial Services Incorporated of Puerto Rico or any of
its affiliates. Such transactions are conducted in
accordance with procedures adopted by the Fund’s
Board of Directors in an effort to address potential
conflicts of interest. It is important to note that the
Fund’s shares of common stock may trade at either a
discount or premium of net asset value. The Fund’s
shares of common stock may be purchased or otherwise
transferred only to individuals who are residents of
Puerto Rico and to persons other than individuals, whose
principal office and principal place of business are located
in Puerto Rico. These securities are not insured nor are
they deposits or obligations of, or guaranteed by, UBS
Financial Services Incorporated of Puerto Rico or its
affiliates. In addition, securities issued by the Fund are
not deposits and are not insured by the Federal Deposit
Insurance Corporation, the Federal Reserve Board, or
any other agency of the U.S. Government.

Past performance is no guarantee of future results. The
investment return and principal value of an investment
in the shares of common stock will fluctuate and may
be worth more or less than the original amount invested.
Investments in the shares of common stock are intended
for Puerto Rico residents and may not be suitable for
all investors. Before making an investment in the Fund,
investors are encouraged to read the Annual Report.
For more up to date information, please contact your
Financial Advisor.

N
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Subject to certain requirements in the Fund's Prospectus. Since September 2006 the Fund has received temporary authorizations from the Office of the Commissioner
of Financial Institutions {"OCFI") to deviate from its investment requirements in Puerto Rico Obligations, subject to the obligation to purchase suitable Puerto Rico securities
as they become available under normal market conditions. Such temporary authorizations have been periodically extended by the OCF!, though there is no guarantee
that they will be so extended in the future.

- As of June 30, 2007. The Fund’s portfolio is actively managed, and its composition, including the portfolio statistics and characteristics, will vary over time.
- The Fund may use a variety of derivative instruments including securities options, financial futures contracts, options on futures contracts, and other interest rate protection

t@nsactions such as swap agreements, to attempt to hedge its portfolio of assets and seek to enhance its return. There can be no assurance that the Investment Adviser(s)
will employ any hedging strategies with respect to all or any part of the Fund’s portfolio and that any particular hedging strategy adopted will succeed.

- Market yield is calculated by muitiplying the current month's distribution by twelve and dividing by the average between the bid and ask month-end market prices. IPO

yield _is caleulated by multiplying the current month's distribution by twelve and dividing by the initial public offering price. Prices and yields may vary. For more up-to-
date information please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888.

- As of June 30, 2007. Total return figures are calculated by Wiesenberger, a unit of Thomson Financial, based on certain financial data provided by the Fund and are

used with Wiesenberger's consent. Total return figures are annualized. The Fund's market return reflects the percentage change in the market value determined by
calculating the average between the bid and ask price with capital gains distributions and income dividends reinvested at net asset value (or at market value when Shares
are repurchased in the open market) on the pay date. In the case of net asset value return, the Fund's net asset value per Share is used, rather than the average between
the biq and ask price, to determine such total return. Closed-end funds such as this Fund trade at market price. Additionally, the total return figures do not reflect any
commissions or sales charges payable in connection with a purchase or sale of Shares and which may vary with each brokerage institution. Such total return figures are
not representative of the performance of an individual investment. The price of a Share and investment return will vary so that an investor's Shares may be worth more
or less than their original cost. The $10,000 investment is hypothetical and is shown for illustrative purposes only. The return based on the net asset value also reflects
expgnses incurred by the Fund for certain services, including among others, investment advisory, administration, custody, and transfer agency services. The fees for such
services are based on a percentage of the Fund's portfolio assets. To obtain additional information related to the amounts paid by the Fund for such services or a copy
of the. Fund's Annual Report, please contact the Tax-Free Puerto Rico Family of Funds at 787-773-3888. To obtain the Fund’s month-end performance, contact your
UBS Financial Advisor or call the Fund at 787-773-3888 or see “press releases” at www.ubs.com/financialservicesinc [key word: Puerto Rico Funds].
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Portfolio Breakdown by Fund

Puerto Rico Investors Tax-Free Fund, Inc.

PR Obligations
Preferred Stocks

First Bancorp 1.08%
R&G Financial 0.17%
W Holding Co. 1.23%
Mortgage-Backed Securities
GNMA, FNMA, Freddie Mac, CMO 6.25%
AFICA
Coco Beach 1.50%
Cogen FAC 0.78%
Doral Financial 1.20%
FSE Carolina 0.09%
Hampton Inn 0.29%
Humacao Judicial 1.62%
Palmas del Mar 0.46%
Plaza Las Americas 0.15%
Torre Chardon 1.08%
PR Conservation
R&G 2.42%
Doral 2.06%
Santander 1.26%
Childrens Trust Fund 0.60%
PR Housing Finance 1.50%
PR Public Finance 9.66%
PR Comm Hwy & Transp 2.39%
PR Comm Gen Obl 1.08%
PRIDCO 1.01%
GDB Sr Notes 21.55%
Other PR Tax-Exempt 0.93%
PR Obligations 60.36%
US Obligations
Federal Home Loan Bank 39.64%
US Obligations 39.64%

Puerto Rico investors Tax-Free Fund ll}, Inc.

PR Obligations
Preferred Stocks

First Bancorp 1.03%
R&G Financial 0.54%
W Holding Co. 1.20%
Mortgage-Backed Securities
GNMA, FNMA, Freddie Mac, CMO 9.23%
AFICA
American Int'l Plaza 0.45%
Coco Beach 0.45%
Cogen FAC 0.56%
El Nuevo Dia 0.30%
Doral Financial 1.50%
Hampton Inn 0.68%
Palmas del Mar 2.07%
Plaza las Americas 0.23%
SJ Marriott 0.41%
Torre Chardon 0.49%
PR Conservation
R&G 1.84%
Doral 2.54%
Santander 1.58%
PR Housing Finance 3.21%
PR Public Finance 10.29%
PR Comm Hwy & Transp 1.62%
PR Comm Gen Obl 0.91%
PRIDCO 3.01%
GDB Sr Notes 16.30%
Other PR Tax-Exempt 1.42%
PR Obligations 61.86%
US Obligations
Federal Home Loan Bank 38.14%
US Obligations 38.14%
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Puerto Rico Investors Tax-Free Fund Inc. li

PR Obligations
Preferred Stocks

First Bancorp 1.05%
W Holding Co. 1.21%
Mortgage-Backed Securities
GNMA, FNMA, Freddie Mac, CMO 4.74%
AFICA
American Int'l Plaza 0.59%
Coco Beach 0.27%
Cogen FAC 0.17%
El Nuevo Dia 0.03%
Doral Financial 1.06%
FSE Carolina 0.08%
Hampton Inn 0.27%
Palmas del Mar 3.02%
San Patricio 0.53%
SJ Marriott 0.42%
Torre Chardon 0.73%
PR Conservation
R&G 2.63%
Doral 2.12%
Santander 1.14%
PR Housing Finance 1.66%
PR Public Finance 7.26%
PR Comm Hwy & Transp 2.53%
PR Comm Gen Obl 1.00%
PRIDCO 0.62%
GDB Sr Notes 29.59%
Other PR Tax-Exempt 1.70%
PR Obligations 64.42%
US Obligations
Federal Home Loan Bank 35.58%
US Obligations 35.58%

Puerto Rico Investors Tax-Free Fund IV, inc.

PR Obligations
Preferred Stocks

First Bancorp 1.04%
R&G Financial 0.20%
W Holding Co. 1.38%
Mortgage-Backed Securities
GNMA, FNMA, Freddie Mac, CMO 9.21%
AFICA
American Int'l Plaza 0.13%
Coco Beach 0.16%
Cogen FAC 0.17%
El Nuevo Dia 0.09%
Doral Financial 1.13%
FSE Carolina 0.09%
Humacao Judicial 0.51%
Palmas del Mar 0.55%
Torre Chardon 0.53%
PR Conservation
R&G 2.34%
Doral 2.37%
Santander 1.32%
Childrens Trust Fund 1.03%
PR Public Finance 11.74%
PR Comm Hwy & Transp 0.23%
PR Comm Gen Obl 1.02%
GDB Sr Notes 12.25%
Other PR Tax-Exempt 2.64%
PR Obligations 50.13%
US Obligations
Federal Home Loan Bank 49.87%
US Obligations 49.87%




PR Obligations
preferred Stocks

First Bancorp 1.06%

W Holding Co. . 1.27%
Mortgage-Backed Securities

GNMA, FNMA, Freddie Mac, CMO 9.70%
AFICA

£l Nuevo Dia 0.06%

Doral Financial 2.90%

Palmas del Mar 0.33%

SJ Marriot 0.08%

Torre Chardon 0.68%
PR Conservation

R&G 2.48%

Doral 1.74%

Santander 1.45%
Childrens Trust Fund 1.77%
PR Housing Finance 7.17%
PR Public Finance 8.95%
PR Comm Hwy & Transp 0.32%
PR Comm Gen Obl 0.67%
PRIDCO 9.30%
GDB Sr Notes 12.25%
Other PR Tax-Exempt 1.84%
PR Obligations 64.02%
US Obligations
Federal Home Loan Bank 35.98%
US Obligations 35.98%

Puerto Rico Tax-Free Target Maturity Fund, Inc.

Puerto Rico Investors Tax-Free Fund VI, Inc.

PR Obligations
Preferred Stocks
First Bancorp
W Holding Co.
Mortgage-Backed Securities
GNMA, FNMA, Freddie Mac, CMO
AFICA
Carolina Judicial
Coco Beach
Cogen Fac-Aes
El Nuevo Dia
FSE Carolina
Humacao Judicial
Plaza Las Americas
SJ Marriott
Torre Chardon
PR Conservation
R&G
Santander
PR Corporate Notes/Bonds
Childrens Trust Fund
PR Public Finance
PR Housing Finance
PR Comm Hwy & Transp
PR Comm Gen Obl
PRIDCO
GDB Sr Notes
Other PR Tax-Exempt
PR Obligations

US Obligations

Federal Home Loan Bank
US Obligations

Puerto Rico Tax-Free Target Maturity Fund II, Inc.

1.02%
1.18%

2.99%

0.65%
0.68%
4.08%
0.01%
1.00%
2.92%
5.36%
0.15%
0.33%

1.68%
2.03%
1.13%
1.09%
19.67%
4.32%
0.54%
0.21%
4.37%
7.94%
1.06%
64.41%

35.59%
35.59%

PR Obligations
Mortgage-Backed Securities

GNMA, FNMA, Freddie Mac, CMO 23.48%
PR Conservation

Doral 1.27%
PR Public Finance 5.41%
PR Housing Finance 4.81%
PRIDCO 1.10%
PR Comm Hwy & Transp 0.74%
GDB Notes 1.58%
Other PR Tax-Exempt 9.07%
PR Obligations 47.46%
US Obligations
Federal Home Loan Bank 52.54%
US Obligations 52.54%

PR Obligations
Mortgage-Backed Securities
GNMA, FNMA, Freddie Mac, CMO
PR Conservation
Doral
PR Public Finance
PR Housing Finance
PRIDCO
Other PR Tax-Exempt
PR Obligations

US Obligations
Federal Home Loan Bank
US Obligations

25.46%

1.91%
0.20%
9.29%
0.28%
14.80%
51.94%

48.06%
48.06%
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Puerto Rico Investors Bond Fund |

PR Obligations
Preferred Stocks

Doral Financial 1.68%
First Bancorp 0.95%
W Holding Co. 0.67%
Mortgage-Backed Securities
GNMA, FNMA, Freddie Mac, CMO 13.73%
AFICA
American Int'l Plaza 0.06%
Coco Beach 0.22%
Cogen Fac-Aes 5.52%
Torre Chardon 0.03%
El Nuevo Dia 0.18%
Palmas del Mar 0.99%
Plaza Las Americas 3.90%
San Patricio Plaza 0.21%
SJ Marriott 0.22%
PR Conservation
R&G 0.82%
Santander 3.50%
PR Corporate Notes/Bonds
Doral Financial Note 1.53%
Childrens Trust Fund 1.04%
PR Public Finance 11.47%
PR Housing Finance 6.25%
PR Comm Gen Obl 1.13%
PRIDCO 1.94%
GDB Sr Notes 1.90%
Other PR Tax-Exempt 3.62%
PR Obligations 61.56%
US Obligations
Federal Home Loan Bank 38.44%
US Obligations 38.44%
Tax-Free Puerto Rico Fund Il Inc.
PR Obligations
Preferred Stocks
Doral Financial 0.36%
W Holding Co. 0.62%
Trust Preferred
Popular 2.04%
R&G 0.42%
Mortgage-Backed Securities
CKarticipate Certificate - Doral 5.58%
Ashford Comty 0.71%
Coco Beach 0.01%
Doral Financial 0.40%
El Nuevo Dia 0.20%
Humacao Judicial 0.06%
Palmas Country 027%
San Patricio 1.50%
Torre Chardon 1.83%
PR Conservation
R&G 2.33%
Doral 2.34%
Santander 0.80%
PR Public Finance 40.25%
PRIDCO 2.87%
GDB Sr Notes 1.58%
PR Obligations 64.17%
US Obligations
Federal Home Loan Bank 35.83%
US Obligations 35.83%
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Tax-Free Puerto Rico Fund, Inc.

PR Obligations
Preferred Stocks
Doral Financial
First Bancorp
W Holding Co.
Trust Preferred
R&G
Mortgage-Backed Securities
GNMA, FNMA, Part Cert., CMO
Participate Certificate
AFICA
Ashford Comt
Coco Beach
Doral Financial
El Nuevo Dia
FSE Carolina
Hampton Inn
Humacao Judicial
Palmas Country
Plaza Caribe
Plaza Las Americas
San Patricio
SJ Marriott
PR Conservation
Doral
R&G
Santander
PR Public Finance
PR Go's
PR Hwy & Transp
PRIDCO
GDB Sr Notes
Other PR Tax-Exempt
PR Obligations

US Obligations
Federal Home Loan Bank
Portland Oregon
US Obligations

0.11%
0.24%
1.48%

0.32%

0.89%
7.86%

0.04%
0.75%
0.20%
4.01%
1.77%
0.31%
0.05%
2.05%
0.04%
0.23%
0.14%
0.25%

1.01%
2.33%
0.83%
32.20%
0.93%
0.37%
0.46%
2.24%
1.53%
62.64%

35.63%
1.73%
37.36%

Tax-Free Puerto Rico Target Maturity Fund, Inc.

PR Obligations
Mortgage-Backed Securities

GNMA, FNMA, Freddie Mac, CMO

/I:articipate Certificate - Doral

Coco Beach
Doral Financial
FSE Carolina
Humacao Judicial
Palmas Country
Plaza Las Americas
San Patricio
SJ) Marriott

PR Conservation
Doral

PR Public Finance

PR Hwy & Transp

GDB Sr Notes

PR Obligations

US Obligations

Federal Home Loan Bank
Other US Municipals

US Obligations

63.52%

34.68%
1.80%
36.48%




Puerto Rico AAA Portfolio

Target Maturity | Fund, Inc.

PR Obligations -
Mortgage-Backed Securities

GNMA, FNMA, Freddie Mac, CMO 29.43%
EDB Note 20.35%
PR Housing 3.62%
PR Public Finance 0.43%
GDB Sr Notes 1.12%
PR Corporate Notes/Bonds 1.72%
Other PR Tax-Exempt 2.68%
PR Obligations 59.35%
US Obligations
Federal Home Loan Bank 40.65%
US Obligations 40.65%
Puerto Rico AAA Portfolio Bond Fund, Inc.
PR Obligations
Preferred Stocks

Doral Financial 0.10%

First Bancorp 1.47%

R&G Financial 0.04%

W Holding Co. 0.68%
Mortgage-Backed Securities

GNMA, FNMA, FGLMC 38.44%
Childrens Trust 0.97%
EDB Note 12.76%
PR Housing 0.90%
PR Public Finance 1.80%
PR Obligations 57.16%
US Obligations
Federal Home Loan Bank 42.84%
US Obligations 42.84%
Puerto Rico GNMA & U.S. Government
Target Maturity Fund, Inc.
PR Obligations
Mortgage-Backed Securities

GNMA, CMO 62.68%
PR Conservation- R&G 0.76%
PR Go's 0.55%
MBS 1.43%
PR Obligations 65.42%
US Obligations
Federal Home Loan Bank 34.58%
US Obligations 34.58%

Puerto Rico Mortgage-Backed & U.S.
Government Security Fund, Inc.

PR Obligations
Preferred Stocks

W Holding Co. 0.74%
Mortgage-Backed Securities

GNMA, FNMA, FGLMC 27.77%

R&G Non Conforming Mtge Loan Trust 25.98%
GDB Notes 11.09%
PR Obligations 65.58%
US Obligations
Federal Home Loan Bank
US Obligations 34.42%

34.42%

Puerto Rico AAA Portfolio Bond Fund II, Inc.
PR Obligations
Mortgage-Backed Securities

GNMA, FNMA, FGLMC 46.45%
PR Housing 8.47%
PR Obligations 54.92%
US Obligations
Federal Home Loan Bank 45.08%
US Obligations 45.08%
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Puerto Rico Fixed Income Fund, Inc.

PR Obligations
Preferred Stocks

Doral Financial 0.09%

First Bancorp 5.37%

R&G Financial 0.32%

W Holding Co. 1.35%

Universal Group Inc. 3.43%
Trust Preferred

Popular 5.92%
Mortgage-Backed Securities

GNMA, FNMA, CMO 5.40%

Participate Certificate - Doral 0.58%
AFICA

Doral Financial 0.04%

SJ Marriott 0.08%
PR Conservation

Santander 1.85%
Childrens Trust 0.58%
PR Public Finance 1.26%
PR Hwy & Transp 4.49%
PR Go’s 3.76%
PRIDCO 1.33%
GDB Sr Notes 12.79%
Other PR Tax-Exempt 10.20%
PR Obligations 58.84%
US Obligations
Federal Home Loan Bank 41.16%
US Obligations 41.16%
Puerto Rico Fixed Income Fund Ill, Inc.
PR Obligations
Preferred Stocks

Doral Financial 0.07%

First Bancorp 0.57%

Universal Group, Inc. 2.52%

W Holding Co. 2.40%
Trust Preferred

R&G 2.20%
Mortgage-Backed Securities

GNMA & FNMA 13.49%
AFICA

El Nuevo Dia 0.13%

San Patricio 1.21%
PR Conservation

Santander 5.93%
Doral Fn’l Corp Note 0.06%
EDB Note 7.23%
PR Public Finance 2.53%
PR Go's 0.12%
GDB Sr Note 23.76%
Other PR Tax-Exempt 1.97%
PR Obligations 64.19%
US Obligations
Federal Home Loan Bank 35.81%
US Obligations 35.81%
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Puerto Rico Fixed Income Fund Ii, Inc.

PR Obligations
Preferred Stocks

First Bancorp 0.71%

Universal Group, Inc. 2.71%

W Holding Co. 2.73%
Trust Preferred

Popular 0.45%

R&G 2.96%
Mortgage-Backed Securities

GNMA 0.42%

Participate Certificate- Doral 1.77%
AFICA

Plaza las Américas 0.28%
PR Conservation

Santander 1.57%
EDB Note 10.43%
PR Public Finance 3.54%
GDB Sr Notes 20.45%
Other PR Tax-Exempt 13.20%
PR Obligations 61.22%
US Obligations
Federal Home Loan Bank 38.78%
US Obligations 38.78%
Puerto Rico Fixed Income Fund 1V, Inc.
PR Obligations
Preferred Stocks

Universal Group, Inc. 3.27%

W Holding Co 0.06%
Mortgage-Backed Securities

GNMA, FNMA & FGLMC 16.44%
AFICA

Costa Caribe Resort 0.67%
PR Conservation

Santander 421%
Doral Fn’l Corp Note 0.07%
EDB Note 2.50%
PR Public Finance 2.42%
PR Highway & Transp 0.19%
PR Go's 0.88%
PR Corporate Notes/Bonds 2.64%
PRIDCO 0.16%
GDB Sr Note 19.49%
Other PR Tax-Exempt 1.21%
PR Obligations 54.21%
US Obligations
Federal Home Loan Bank 45.79%
US Obligations 45.79%




- Glossary of Fund Terms

Bond - security issued by a government or corporation
that obligates the issuer to pay interest income to the
bondholder at regular intervals and to repay the entire
amount borrowed on the maturity date.

Closed-end fund - a fund that issues a fixed amount
of capital and shares.

Coupon - the interest rate that a bond promises to
pay over its life, expressed as a percent of its face value.
In the case of a portfolio, the weighted average coupon
of all the bonds in the portfolio is provided.

Credit quality - a measure of the quality and safety
of a bond. This measure is provided by a rating from
one or more rating agencies and measures the likelihood
that a debt issuer will be able to meet scheduled
repayments on the debt. The rating agencies assign
values to their ratings, AAA being the highest and D
the lowest. The funds typically use the ratings of one
or more of the following agencies: Moody’s Investors
Service, Inc., Standard & Poor’s, or Fitch Ratings.

Dividend - a per share distribution of the income
earned from the fund’s portfolio holdings. When a
dividend distribution is made, the fund’s net asset value
drops by the amount of the distribution because the
distribution is no longer considered part of the fund’s
assets.

Duration - a mathematical measure of the price
sensitivity of a bond’s portfolio to changes in interest
rates. It measures the change in value of the portfolio
that should result from a 1% change in interest rates.
Duration is stated in years. In general, the shorter the
duration the less sensitive a fund’s portfolio is to changes
in interest rates. For a portfolio of bonds, the weighted
average of all the fund’s individual securities is provided.

Effective duration - a calculation of duration {(see
duration above) that takes into account the embedded
options in the securities of the portfolio and their
expected changes in the cash flow of the portfolio
caused by those options.

Expense ratio - the percentage of a fund’s average
net assets attributable to common shareholders used
to pay fund operating expenses. The expense ratio
takes into account investment management fees,
administration fees and other operating expenses such
as legal, audit, insurance and shareholder
communications.

Fund - a company which combines the investment
money of many people whose financial goals are similar
and invests that money in a variety of securities.

Interest Rate Swap - an agreement to exchange one
interest rate stream for another. No principal changes
hands.

Investment Adviser - an investment professional who
is responsible for managing a portfolio’s assets prudently
and making appropriate investment decisions, such as
which securities to buy, hold and sell, based on the
investment objectives of the portfolio.

Leverage - closed-end funds may issue preferred stock
or other debt, enter into repurchase agreements or
borrow money to increase the amounts available for
investment (“leverage”). This gives the investment
advisers of closed-end funds, in the fixed income area
in particular, the opportunity to enhance yield. The use
of leverage, of course, increases the likelihood of share
price volatility and market risk. There is also the risk
that the cost to a fund of its leveraged capital, such as
preferred stock or debt, will exceed the eamings on the
related assets which will have the likely effect of reducing
the Fund’s yield and the value of an investment in the
fund.
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Market Price - average of month end bid and ask price.

Notional Amount - refers to the specific dollar amount
of the swap in which the exchange of interest payment
is based.

Net Asset Value (NAV) Per Share - the NAV per share
is determined by subtracting the fund’s total liabilities
from its total assets, and dividing that amount by the
number of fund securities outstanding.

Maturity - the date on which the face value of a bond
must be repaid. For a portfolio it is represented in years
and measures the average length to maturity of all the
bonds in the portfolio. This measure does not take
into account embedded options in the bonds
comprising the portfolio.

Premium/Discount - the difference between the market
price of the shares of a fund and their NAV. In the case
of a premium, the market value is above the NAV. In
the case of a discount, the market value is below the
NAV. These amounts can be expressed as numerical
values or percentages. The higher the percentage, the
larger the difference (positive or negative) between the
market price and the NAV of a fund.

Realized Gain (Loss) - the profit (loss) from the sale
of securities. Realized gains are paid to fund shareholders
on a per share basis. When a gain distribution is made,
the fund’s net asset value drops by the amount of the
distribution because the distribution is no longer
considered part of the fund’s assets.
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Reverse Repurchase Agreements - transactions in
which the fund sells securities to a bank or dealer, and
agrees to repurchase them at a mutually agreed date
and price.

Total Investment Return - the change in value of a
fund investment over a specified period of time, taking
into account the change in a fund’s market price and
the reinvestment of all fund distributions.

Turnover Ratio - the turnover ratio represents the
fund’s level of trading activity. The fund divides the
lesser of purchases or sales (expressed in dollars and
excluding all securities with maturities of less than one
year) by the fund’s average monthly assets.

Undistributed income - the net income of a fund
that has not been distributed to common shareholders
as of a particular date. It includes the income earned
during the month to be distributed on the 15th of the
following month, as well as any other amounts retained
for future distributions. in the case of the target maturity
funds it also includes the amounts to be distributed
after the target date to return the initial (i.e., $10)
investment.

Yield - the annualized rate of income of a fund. It can
be measured as a percentage of the initial offering
price, the IPO yield or as a percentage of the current
price, the market yield.




