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IM-IT
INSURED MUNICIPALS INCOME TRUST(TM)
AND
QUALITY
INVESTOR' QUALITY TAX-EXEMPT TRUST

PROSPECTUS PART ONE
NOTE: Part | of this Prospectus may not be distedwnless accompanied

by Part II.
Please retain both parts of this Prospectus foréuteference.

THE FUND

This series of Insured Municipals Income Trust anastors' Quality Tax-Exempt Trust (the "Fund"hsists of underlying separate unit
investment trusts described above. Each Trust stensf an insured portfolio of interest-bearingigdaions (the "Bonds" or "Securities")
issued by or on behalf of municipalities and otfpgvernmental authorities, the interest on whiclnishe opinion of recognized bond counsel
to the issuing governmental authority, exempt fadhiederal income taxes under existing law. Initoig the interest income of each State
Trust is, in the opinion of counsel, exempt to élxéent indicated from state and local taxes, whadd hy residents of the state where the
issuers of Bonds in such Trust are located.

PUBLIC OFFERING PRICE The Public Offering Pricetbé Units of each Trust includes the aggregateobak of the Securities in such
Trust, an applicable sales charge, cash, if antharPrincipal Account held or owned by such Traet] accrued interest, if any. See
"Summary of Essential Financial Information"”.

ESTIMATED CURRENT AND LONC-TERM RETURNS Estimated Current and L-Term Returns to Unitholders are indicated ur



"Summary of Essential Financial Information”. Thethods of calculating Estimated Current Returnskstimated LongFerm Return are s
forth in Part Il of this Prospectus.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SECURITIES AND EXCHANGE COMMISSION NOR HAS THE COMM ISSION
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENS E.

The Date of this Prospectus is February 22, 1999

Van Kampen
INSURED MUNICIPALS INCOME TRUST
AND INVESTORS' QUALITY TAX-EXEMPT TRUST, MULTI-SERI ES 135

Summary of Essential Financial Information

As of December 4, 1998
Sponsor:  Van Kampen Funds Inc.
Evaluator:  American Portfolio Evaluation Serv ices
(A division of an affiliate of the Sponsor)
Trustee:  The Bank of New York

The income, expense and distribution data set fwgtbw have been calculated for Unitholders electinreceive monthly distributions.
Unitholders choosing a different distribution pl@navailable) will receive a slightly higher netraual interest income because of the lower
Trustee's fees and expenses under such plan.

Nebraska
Quality
Trust

General Information
Principal Amount (Par Value) of SECUNLIES......... . e . $ 2,310,000
Number of UNnits........cooooveviiiiiiiiininn, . 2,945
Fractional Undivided Interest in Trust per Unit.... e . 1/2,945
Public Offering Price:

Aggregate Bid Price of Securities in Portfoli [ TSP PP PPPRTPN $ 2,458,584.85

Aggregate Bid Price of Securities per Unit... L $ 834.83

Sales charge 2.040% (2.00% of Public Offering Price excluding principal cash) for

the Nebraska Quality TIUSE c.ccoccceveceee e $ 16.96

Principal Cash per Unit.............. . $ (3.28)

Public Offering Price per Unit (1)........... . . $ 848.51
Redemption Price Per UNit....ccccoccvveiiicees e $ 831.55
Excess of Public Offering Price per Unit over Redem ption Price per Unit.........ccccveeviireennen. $ 16.96
Minimum Value of the Trust under which Trust Agreem ent may be terminated............c..ccovuvrennee. $ 669,000.00
Annual Premium on Portfolio INSUFANCE............... . e $ -
Evaluator's Annual Evaluation FEe (3).....ccccccee $ 972
Special Information
Calculation of Estimated Net Annual Unit Income:

Estimated Annual Interest Income per Unit.... . $ 56.39

Less: Estimated Annual Expense............... . $ 2.01

Less: Annual Premium on Portfolio Insurance.. . $ -

Estimated Net Annual Interest Income per Unit . $ 54.38
Calculation of Estimated Interest Earnings per Unit

Estimated Net Annual Interest Income......... . $ 54.38

Divided by 12.......ccovveviiiiienen. . $ 4,53
Estimated Daily Rate of Net Interest Accrual per Un . $ .15105
Estimated Current Return Based on Public Offering P . 6.38%
Estimated Long-Term Return (2).........ccccueeene 4.48%

(1) Plus accrued interest to the date of settlertiereee business days after purchase) of $13.06iéoNebraska Quality Trust. (2) The
Estimated Current Returns and Estimated Long-TeetuiRs are described under "Estimated Current ang{Term Returns" in Part II.

(3) Notwithstanding information to the contraryRart Il of this Prospectus, the Trust Indenturevjgles that as compensation for its services,
the Evaluator shall receive a fee of $.30 per $1 @hcipal amount of Bonds per Trust annually.sTigie may be adjusted for increases in
consumer prices for services under the categoryS@ailvices Less Rent of Shelter” in the ConsumieRndex.

Summary of Essential Financial Information (continued)

Evaluations for purpose of sales, purchase or retlemof Units are made as of the close of traginghe New York Stock Exchange on d
such Exchange is open next following receipt obeder for a sale or purchase of Units or receipTbg Bank of New York of Units tendered
for redemption.



Minimum Principal Distribution

Date of Deposit

$1.00 pe
January

r Unit
17,1991

Evaluator's Annual Supervisory Fee Maximum of $.25 per Unit
Record and Computation Dates............. TENTH da y of the month as follows:
monthly - each month; semi-annual -
May and November for
the Nebr aska Quality Trust.
Distribution Dates............ccccec..e. TWENTY-F IFTH day of the month as
follows: monthly - each month;
semi-ann ual - May and November
for the Nebraska Quality Trust.
Trustee's Annual Fee..................... $.91 and $.51 per $1,000 principal
amount o f Bonds respectively, for
those po rtions of the Trust under the
monthly and semi-annual
distribu tion plans.
PORTFOLIO

As of October 31, 1998, the Nebraska InvestorsliQuBax-Exempt Trust, Series 1 consists of 6 isswhich are payable from the income of
a specific project or authority. The portfolio iwided by purpose of issue as follows:

Miscellaneous, 1 (8%); Multi-Family Mortgage Revena (41%) and Pre-refunded,

3 (51%). See "Portfolio" herein.

PER UNIT INFORMATION

Net asset value per Unit at
beginning of period..................... $

Net asset value per Unit at
end of period...........ccccceveennne. $

Distributions to Unitholders of investment
income including accrued interest paid
on Units redeemed (average Units
outstanding for entire period) (2)...... $

Distributions to Unitholders from Bond
redemption proceeds (average Units
outstanding for entire period).......... $

Unrealized appreciation (depreciation) of
Bonds (per Unit outstanding at
end of period)........c.ccceevveennnne $

Distributions of investment income by
frequency of payment (2)
Monthly.......ccovveiiiieiiineeen,
Semiannual..........cccceeeeerennne. $
Units outstanding at end of period.........

1(1) 1992

1993 1994

951.00 $

997.02 $ 1,024.05% 1,058.2

997.02 $ 1,024.05 $ 1,058.22% 835.7

18.75 $

65.42 $

66.89 $ 59.3

~-$  -$ 42

89% 1475

14.42 $

26.85 $

7354%  (92.02

3420 $
710 $

65.04 $
65.60 $

3,442 3,438

65.26 $ 56.2
66.00 $ 61.1
3,438 3,39

(1) For the period from January 17, 1991 (dateepfosit) through October 31, 1991.
(2) Unitholders may elect to receive distributi@msa monthly or semi-annual basis.

PER UNIT INFORMATION (continued)

Net asset value per Unit at
beginning of period............ccccocviiiiinens

Net asset value per Unit at
end of period........ccccceveveeieeeeiininnnne

Distributions to Unitholders of investment
income including accrued interest paid
on Units redeemed (average Units

outstanding for entire period) (2)..............

Distributions to Unitholders from Bond
redemption proceeds (average Units
outstanding for entire period)..................

1996

1997

858.82

863.42

$ 5701 $ 5535




Unrealized appreciation (depreciation) of
Bonds (per Unit outstanding at
end of period)......cccvveviivcnieiceees e $ (13.23) $ 4.59 $ ($7.96)

Distributions of investment income by
frequency of payment (2)
MONthly...cooooiiiiiiiiiieeee e $ 5584 $ 5442 $ 5435
Semiannual.....cccceviviiniienieeeees e $ 56.20 $ 54.88 $ 5475
Units outstanding at end of period........cccc..... 3,245 3,200 2,965

(1) For the period from January 17, 1991 (dateepfasit) through October 31, 1991.
(2) Unitholders may elect to receive distributiamsa monthly or semi-annual basis.

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors of Van Kampen Funds bBrd the Unitholders of Insured Municipals IncomasErand Investors' Quality Tax-
Exempt Trust, Multi-Series 135:

We have audited the accompanying statements ofttmm@including the analyses of net assets) aedéhated portfolio of Insured
Municipals Income Trust and Investors' Quality Texempt Trust, Multi-Series 135 (Nebraska Qualitysty as of October 31, 1998, and the
related statements of operations and changes imssets for the three years ended October 31, T9@8e statements are the responsibilit
the Trustee and the Sponsor. Our responsibility express an opinion on such statements basedraudit.

We conducted our audit in accordance with generalbepted auditing standards. Those standardsegtat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatem@naudit includes examining, on a test
basis, evidence supporting the amounts and diselssn the financial statements. Our procedurdsidied confirmation of tax-exempt
securities owned at October 31, 1998 by correspuelwith the Trustee. An audit also includes assgdbe accounting principles used and
significant estimates made by the Trustee and plea$or, as well as evaluating the overall finansiatement presentation. We believe our
audit provides a reasonable basis for our opinion.

In our opinion, the financial statements refer@alove present fairly, in all material respedts, financial position of Insured Municipals
Income Trust and Investors' Quality Tax-Exempt Triiulti-Series 135 (Nebraska Quality Trust) asaftober 31, 1998, and the results of
operations and changes in net assets for the yea@s ended October 31, 1998, in conformity withegally accepted accounting principles.

GRANT THORNTON LLP

Chicago, lllinois
December 24, 1998

INSURED MUNICIPALS INCOME TRUST
AND INVESTORS' QUALITY TAX-EXEMPT TRUST, MULTI-SERI ES 135
Statements of Condition
October 31, 1998

Nebraska
Quality
Trust
Trust property
CaASNaiciiicccccceceeeeve e s $ -
Tax-exempt securities at market value, (cost $2, 341,200) (note 1).. 2,488,056
ACCIUE INtEIESt..cccviviiiiiviiiviiiieeee i —————— 66,200
Receivable for SECUTtIES SOI.....cccccceceees -
$ 2,554,256
Liabilities and interest to Unitholders
Cash overdraft............cccevveveeeeieeinnes . $ 7,845
Redemptions payable.... -
Interest to Unitholders............c.c.coceee. 2,546,411
$ 2,554,256
Analyses of Net Assets
Interest of Unitholders (2,965 Units of fractional undivided interest outstanding)
Cost to original investors of 3,442 Units (note L) . $3,442,000
Less initial underwriting commission (NoOte 3) L . 168,627
3,273,373
Less redemption of Units (477 UNItS)......... . e . 401,952
2,871,421

Undistributed net investment income



Net investment income.... .
Less distributions to Unitholders............

Realized gain (loss) on Bond sale or redemption.

Unrealized appreciation (depreciation) of Bonds

Distributions to Unitholders of Bond sale or red
Net asset value to Unitholders............

Net asset value per Unit (Units outstanding of 2,96

The accompanying notes are an integral part obteegements.

NEBRASKA INVESTORS' QUALITY TAX-EXEMPT TR
Statements of Operations
Years ended October 31,

Investment income
Interest iNCOME.........cccvveeviieeeiieeenns
Expenses
Trustee fees and expenses....................
Evaluator fees.................
Insurance expense
Supervisory fees.......cccvvviuveriienenn.

Total eXPeNnses........ccccvveeviiveeenins

Net investment income..........cc.ccoovee..
Realized gain (loss) from Bond sale or redemption
Proceeds........ccccovevieiiiieeniiieen,

Realized gain (I0SS)........ccccoverruvrenne
Net change in unrealized appreciation (depreciation

NET INCREASE (DECREASE) IN NET ASSETS RESULTI
FROM OPERATIONS..........ccooevviriiinns

Statements of Changes in Net As
Years ended October 31,

Increase (decrease) in net assets Operations:
Net investment income...........ccccceeveenee.
Realized gain (loss) on Bond sale or redemption.
Net change in unrealized appreciation (depreciat

Net increase (decrease) in net assets resulti
Distributions to Unitholders from:
Net investment income............cccccecvvenee.
Bonds sale or redemption proceeds..
Redemption of UNits.........c.cccovvvreniieennns

Total increase (decrease)....................
Net asset value to Unitholders
Beginning of period............cccceevvienne

End of period (including undistributed net inves
$78,655, $76,491 and $71,370, respectively)..

UST, SERIES 1

......................... $ 185,195 $ 182,10

......................... 3,396 3,37
. 965 97
819 95

......................... 5,180 5,30

......................... 180,015 176,79

......................... 81,470 40,97
......................... 73,875 39,80

......................... 7,595 1,17

) of Bonds............... (42,918) 14,68
NG

......................... $ 144,692 $ 192,65
sets

1996 1997

......................... $ 180,015 $ 176,79

................ . 7,595 1,17
ion) of Bonds............ (42,918) 14,68
ng from operations....... 144,692 192,65

......................... (187,277) (178,96

(89,455) (37,62

......................... (132,040) (23,92

The accompanying notes are an integral part okteegements.

IM-IT and QUALITY MULTI-SERIES 135
NEBRASKA INVESTORS' QUALITY TAX-EXEMPT TRUST

Port-
folio Aggregate
Item  Principal Name of Issuer, Title, Inte
A $ 185,000 Nebraska Investment Finance
Fund Revenue Bonds, Series
6.800% Due 01/01/04

B 470,000 Lincoln, Nebraska Water Rev
7.100% Due 11/01/08

C 500,000 The University of Nebraska

PORTFOLIO as of

Redemption
Rating Feature
rest Rate and Maturity Date (Note 2) (Note 2)

Authority, State Revolving
1991
A+ 1999 @ 100

enue Bonds 2000 @ 101
NR 2000 @ 101 P

Facility Corporate Hospital

1,519,630
1,448,260
71,370
109,228
146,856
(652,464)
. $2,546,411
. $ 85882
1998
1$ 173,604
2 3,395
3 972
8 1,014
3 5381
8 168,223
2 191,679
0 182,825
2 8854
9 (23,610)
9 $ 153,467
1998
8 $ 168,223
2 8854
9 (23,610)
9 153,467

2) (173,343)

3) (196,@3-57)

6) (216,533)

0 2,762,944

4 $2,546,411

October 31, 1998



Revenue Bonds, Series 1990 A (University of Nebraska
Medical Center Project)

7.000% Due 07/01/11 Al* 2000 @ 101 P .R. 529,650
D - 0 - Nebraska Public Power Distr ict Power Supply System

Revenue Bonds, 1972 Series

5.800% Due 01/01/13 -0-
E - 0- City of Lincoln, Nebraska, Electric System Power System

Revenue Bonds, 1978 Series A

5.900% Due 09/01/14 -0-
F 215,000 Omaha Public Power District (Nebraska) Electric System

Revenue Bonds, 1989, Serie sA

6.800% Due 02/01/17 AA 2000 @ 101.5 0P.R. 225374
G 485,000 Nebraska Investment Finance Authority, Multifamily Housing

Refunding Revenue Bonds, S eries 1990-1 (Oak Valley

Apartments/Fannie Mae Coll ateralized) 2004 @ 100

7.500% Due 12/01/23 AAA 1998 @ 100 S .F. 527,913
H 475,000 Nebraska Investment Finance Authority, Multifamily Housing

Refunding Revenue Bonds, S eries 1990A (Kearney Plaza

Townhomes/Fannie Mae Colla teralized) 2004 @ 100

7.500% Due 12/01/23 AAA 1998 @ 100 S .F. 517,028

$ 2,330,000 $ 2,488,056

The accompanying notes are an integral part oktetements.

INSURED MUNICIPALS INCOME TRUST
AND INVESTORS' QUALITY TAX-EXEMPT TRUST, MULTI-SERI ES 135

Notes to Financial Statements
October 31, 1996, 1997 and 1998

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Security Valuation - Tax-exempt municipal secusitae stated at the value determined by the Exaluainerican Portfolio Evaluation
Services (a division of an affiliate of the Sponsdhe Evaluator may determine the value of thed3ofl) on the basis of current bid price:
the Bonds obtained from dealers or brokers whooooatily deal in Bonds comparable to those helddnheof the Trusts, (2) on the basis of
bid prices for comparable Bonds, (3) by determinttrgyvalue of the Bonds by appraisal or (4) by emybination of the above.

Security Cost - The original cost to the Trust (Netka Quality) was based on the determination teradctive Data Corporation of the
offering prices of the Bonds on the date of dep@sihuary 17, 1991). Since the valuation is baged the bid prices, such Trust (Nebraska
Quiality) recognized a downward adjustment of $26,86 the date of deposit resulting from the diffexe between the bid and offering pric
This downward adjustment was included in the agaeegmount of unrealized depreciation reportetiénfinancial statements for the Trust
for the period ended October 31, 1991.

Unit Valuation -The redemption price per Unit is the pro rata sledreach Unit in each Trust based upon (1) thie oashand in such Trust
monies in the process of being collected, (2) thad? in such Trust based on the value determingtebvaluator and (3) interest accrued
thereon, less accrued expenses of the Trust, if any

Federal Income Taxes - The Trust is not a taxaftityefor Federal income tax purposes. Each Unithois considered to be the owner of a
pro rata portion of such Trust and, accordinglypnavision has been made for Federal income taxes.

Other - The financial statements are presenteti®adcrual basis of accounting. Any realized gairlssses from securities transactions are
reported on an identified cost basis.

NOTE 2 - PORTFOLIO

Ratings - The source of all ratings, exclusivehafse designated N/R or * is Standard & Poor's, dion of the McGraw-Hill Companies.
Ratings marked * are by Moody's Investors Sendite, as these Bonds are not rated by Standard &<$@oDivision of the McGraw-Hill
Companies. N/R indicates that the Bond is not rate8tandard & Poor's, A Division of the McGraw{Hllompanies or Moody's Investors
Service, Inc. The ratings shown represent thetlatdslished ratings of the Bonds. For a brief digsion of rating symbols and their related
meanings, see "Description of Securities Ratingshé Information Supplement.

Redemption Featur- There is shown under this heading the year in wbaxch issue of Bonds is initially or currentlylable and the ca



price for that year. Each issue of Bonds contiriad®e callable at declining prices thereafter finttbelow par value) except for original issue
discount Bonds which are redeemable at prices basdlok issue price plus the amount of originalésdiscount accreted to redemption date
plus, if applicable, some premium, the amount oicWhwill decline in subsequent years. "S.F." intksaa sinking fund is established with
respect to an issue of Bonds. "P.R." indicatesrallias been prerefunded. Redemption pursuantltproaisions generally will, and
redemption pursuant to sinking fund provisions nwgur at times when the redeemed Bonds have arirgffside evaluation which
represents a premium over par. To the extent legaBbnds were deposited in the Trust at a prickdnithan the price at which they are
redeemed, this will represent a loss of capitalmt@mpared with the original Public Offering Prifethe Units. Conversely, to the extent |
the Bonds were acquired at a price lower thangdemption price, this will represent an increaseaipital when compared with the original
Public Offering Price of the Units. Distributionsivgenerally be reduced by the amount of the ineamiich would otherwise have been paid
with respect to redeemed Bonds and there will biduted to Unitholders the principal amount icess of $1 per Unit semi-annually and
any premium received on such redemption. Howebvenylsl the amount available for distribution in fsncipal Account exceed $10.00 per
Unit, the Trustee will make a special distributfoom the Principal Account on the next succeedirmthly distribution date to holders of
record on the related monthly record date. Thentadtd Current Return in this event may be affebteduch redemptions. For the Federa
effect on Unitholders of such redemptions and tastidistributions, see "Federal Tax Status" it RaNOTE 2 - PORTFOLIO

(continued)

An Accounting and Auditing Guide issued by the Aioan Institute of Certified Public Accountants stathat, for financial reporting
purposes, insurance coverage of the type acquyr¢debTrust does not have any measurable valueeialbsence of default of the underlying
Bonds or indication of the probability of such ddfaln the opinion of the Evaluator, there is ndication of a probable default of Bonds in
the portfolio as of the date of these financialesteents.

Unrealized Appreciation and Depreciation - An as@\f net unrealized appreciation (depreciatiaretober 31, 1998 is as follows:

Unrealized Appreciation $ 146,463
Unrealized Depreciation (1,607)

NOTE 3 - OTHER

Marketability - Although it is not obligated to do, the Sponsor intends to maintain a market fatsldmd to continuously offer to purchase
Units at prices, subject to change at any timegdapon the aggregate bid price of the Bonds irpthidfolio of the Trust, plus interest accri

to the date of settlement. If the supply of Unitseeds demand, or for other business reasonspthes8r may discontinue purchases of Units
at such prices. In the event that a market is rebtained for the Units, a Unitholder desiring tepibse of his Units may be able to do so only
by tendering such Units to the Trustee for redeompéit the redemption price.

Cost to Investors - The cost to original inveswwes based on the Evaluator's determination of glgeegate offering price of the Bonds per
Unit on the date of an investor's purchase, plsal@s charge of 4.9% of the public offering priddch is equivalent to 5.152% of the
aggregate offering price of the Bonds. The seconadearket cost to investors is based on the Evalisadetermination of the aggregate bid
price of the Bonds per Unit on the date of an itmes purchase plus a sales charge based upordng tp average maturity of the Bonds in
the portfolio. The sales charge ranges from 1.0%h@fpublic offering price (1.010% of the aggredaiteprice of the Bonds) for a Trust wit|
portfolio with less than two years to average mgtio 5.40% of the public offering price (5.708%tbe aggregate bid price of the Bonds)
a Trust with a portfolio with twenty-one or moreays to average maturity.

Compensation of Evaluator - The Evaluator recea/ése for providing portfolio supervisory servidesthe Trust ($.25 per Unit, not to
exceed the aggregate cost of the Evaluator forighray such services to the Trust). In addition, Bvaluator receives an annual fee for
regularly evaluating each of the Trust's portfaliBseth fees may be adjusted for increases undesategory "All Services Less Rent of
Shelter" in the Consumer Price Index.

NOTE 4 - REDEMPTION OF UNITS

During the three years ended October 31, 1996, 48671998, 105 Units, 45 Units and 235 Units, respely, were presented for
redemption.

August 1998
Van Kampen Prospectus Part Il

Insured Municipals Income Trust and Investors' @udlax-Exempt Trust

The Fund. The objectives of the Fund are Fedeidliarthe case of a State Trust, state tax-exengginne and conservation of capital through
an investment in a diversified portfolio of tax-exat bonds. The Fund consists of the underlying redpainit investment trusts set forth in
Prospectus Part I. The Bonds are interest-beatitigations issued by or on behalf of municipalitee®l other governmental authorities, the
interest on which is exempt from all Federal incdaees under existing law in the opinion of bondrsel to the issuer. In addition, the
interest income of each State Trust is, in theiopinf bond counsel to the issuer, exempt to ther®indicated from state and local tax



when held by residents of the state where the issafédhe Bonds are located. Except in specifitainses as noted in Prospectus Part |, the
information contained in this Prospectus Part dlishpply to each Trust in its entirety.

Insured Trusts. Insurance guaranteeing the paynoépisncipal and interest, when due, on the Band=sach Insured Trust has been obtained
from a municipal bond insurance company. See "Brste on the Bonds in the Insured Trusts". Insuragleges only to the Bonds and not to
the Units or to the market value thereof. Unitshaf Trusts are not insured by the FDIC, are nobdiépor other obligations of, or guaranteed
by, any government agency and are subject to imagstrisk, including possible loss of the principaiount invested.

Public Offering Price. The Public Offering Priceldnits during the initial offering period includé®e aggregate offering price of the Bonds,
the applicable sales charge, cash, if any, in tiveipal Account of the Trust, and accrued intergsiny. Sales charges for the Trusts are set
forth under "Public Offering--General."

Estimated Current and Long-Term Returns. The Estich€urrent Returns and Estimated Long-Term Retiartnitholders are described in
Prospectus Part |. See "Estimated Current and Oa@ngy Returns.”

Distribution Options. Unitholders of certain Trustsly elect to receive distributions on a monthlyarerly or semi-annual basis. See "Rights
of Unitholders--Distributions of Interest and Piijped".

Market for Units. Although not obligated to do siee Sponsor intends to, and certain of the othefedmriters may, maintain a secondary
market for the Units. If a secondary market isanadilable, a Unitholder will always be able to reaehis Units through the Trustee on any
business day. See "Rights of Unitholders--RedempifdJnits” and "Public Offering--Market for Units"

Reinvestment Option. Unitholders may reinvest thatributions into Van Kampen or Morgan Stanleytaal funds. See "Rights of
Unitholders--Reinvestment Option". Unitholders nadso have the option of exchanging their investnfientinits of other Van Kampen unit
investment trusts at a reduced sales charge. Udéisomay obtain a prospectus for such trusts tlwrSponsor.

Risk Factors. An investment in Units should be maik an understanding of certain risks, includiamong other factors, the inability of the
issuer or an insurer, if any, to pay the principfabr interest on a bond when due, volatile interates, early call provisions, and changes to
the tax status of the Bonds. See "The Trusts--Ré&kors".

This Prospectus Part Il may not be distributed ssneEccompanied by Part I.
Both Parts of this Prospectus should be retainetufare reference.

An Information Supplement has been filed with tee8ities and Exchange Commission ("SEC") and eaoltained without charge by
calling (800) 856-8487 or is available along wither related materials at the SEC's Internet bitp:(/www.sec.gov). This Prospectus
incorporates by reference the entire Informatiopfement.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPRED BY THE SECURITIES AND EXCHANGE COMMISSION
NOR HAS THE COMMISSION PASSED UPON THE ACCURACY GOfOEQUACY OF THIS PROSPECTUS. AN
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENES

THE TRUSTS

The Fund. This series of the Insured Municipal®ime Trust or the Insured Municipals Income Trust bavestors' Quality Tax-Exempt
Trust (the "Fund"), consists of the underlying saf@unit investment trusts described in Prospdetus|. The Fund was created under the
laws of the State of New York pursuant to a Traskeinture and Agreement (the "Trust Agreement"gdi#lte Date of Deposit among Van
Kampen Funds Inc., as Sponsor, American Portfolialliation Services, a division of Van Kampen Inuestt Advisory Corp., as Evaluator,
and The Bank of New York, as Trustee or their pcedsors.

The Fund consists of separate portfolios of intebbegring obligations issued by or on behalf ofestand territories of the United States, and
political subdivisions and authorities thereof, therest on which is, in the opinion of recognizexhd counsel to the issuing authorities,
excludable from gross income for Federal incomeptarposes under existing law. All issuers of Boimda State Trust are located in the state
for which the Trust is named or in United Statestt@ies or possessions and their public authesjtconsequently, in the opinion of
recognized bond counsel to the Bond issuers, tieegst earned on the Bonds is exempt to the ektditated herein from state and local
taxes. Further, in the opinion of bond counsehrespective issuers, the interest income of Bacld in a U.S. Territorial IM-IT Trust is
exempt from state, Commonwealth of Puerto Ricolaodl income taxation. Interest on certain Bonda Mational Quality AMTTrust may

be a preference item for purposes of the alteraatiinimum tax. Accordingly, a National Quality AMTUSt may be appropriate only for
investors who are not subject to the alternativeimiim tax. With the exception of New York and Peyivenia Trusts, Units of a State Trust
may be purchased only by residents of the statevfiich the Trust is named. Units of a New York Emmay be purchased by residents of
New York, Connecticut and Florida. Units of a Pefwvenia Trust may be purchased by residents of §dwania, Connecticut, Florid
Maryland, New York, Ohio and West Virginia. Stateu3ts, other than State Intermediate Laddered Mgflrusts or State Intermediate
Trusts, are referred to herein as "L-Term State Trusts'



On the Date of Deposit, the Sponsor deposited thredB with the Trustee. The Bonds initially congisté delivery statements relating to
contracts for their purchase and cash, cash egumitsahnd/or irrevocable letters of credit issuea lipancial institution. Thereafter, the
Trustee, in exchange for the Bonds, delivered éocSponsor evidence of ownership of the Units. Tovef@io of any IM-IT, IM-IT Discount,
U.S. Territorial IM-IT, Long-Term State or Nation@uality Trust consists of Bonds maturing approxihal5 to 40 years from the Date of
Deposit. The approximate range of maturities fromDate of Deposit for Bonds in any IM-IT Limitedatirity Trust, IM-IT Intermediate
Trust, State Intermediate Laddered Maturity Trumt BM-IT Short Intermediate Trust is 12 to 15 yed&r$o 15 years, 5to 10 years and 3to 7
years, respectively. The portfolio of any Statetntediate Laddered Maturity Trust is structuredhsd approximately 20% of the Bonds v
mature each year, beginning in approximately tfik fiear of the Trust, entitling each Unitholderatoeturn of principal. This return of
principal may offer Unitholders the opportunityrespond to changing economic conditions and toipdéioancial needs that may arise
between the fifth and tenth years of the Trust. Elesv, the flexibility provided by the return of peipal may also eliminate a Unitholder's
ability to reinvest at a rate as high as the y@idhe Bonds which matured.

Each Unit represents a fractional undivided inteireghe principal and net income of a Trust. Te éxtent that any Units are redeemed by the
Trustee, the fractional undivided interest in asimepresented by each Unit will increase, althaihghactual interest in the Trust will remain
unchanged. Units will remain outstanding until reabed by Unitholders or until the termination of frest Agreement.

Objectives and Bond Selection. The objectives effbnd are income exempt from Federal income @xaind, in the case of a State Trust,
Federal and state income taxation and conservafioapital through an investment in diversified thalios of Federal and state tax-exempt
obligations. A State Intermediate Laddered Matufityst has additional objectives of providing potiten against changes in interest rates
and investment flexibility through an investmengitaddered portfolio of intermediate-term inteslesring obligations with maturities
ranging from approximately 5 to 10 years in whiohghly 20% of the Bonds mature each year begininiggpproximately the fifth year of tl
Trust. There is, of course, no guarantee that thet$ will achieve their objectives. The Fund mayain appropriate investment vehicle for
investors who desire to participate in a portfalfdax-exempt fixed income bonds with greater diiferation than they might be able to
acquire individually. Insurance guaranteeing theety payment, when due, of all principal and ins¢@n the Bonds in each Insured Trust has
been obtained from a municipal bond insurance comp@or information relating to insurance on thenBs, see "Insurance on the Bonds in
the Insured Trusts". In addition, these bonds &mnaot available in small amounts.

In selecting Bonds for the Trusts, the Sponsoridaned the following factors, among others: (ah@itthe Standard & Poor's rating of the
Bonds was not less than "BBB-" for Insured Trustd 8A-" for Quality Trusts, or the Moody's InvessdBervice, Inc. ("Moody's") rating of
the Bonds was not less than "Baa" for Insured Srant "A" for the Quality Trusts, including prowisal or conditional ratings, respectively,
(or, if not rated, the Bonds had credit charactiegssufficiently similar to the credit characteids of interest-bearing tax-exempt bonds that
were so rated as to be acceptable for acquisityahd Fund in the opinion of the Sponsor), (b)hiees of the Bonds relative to other bonds
of comparable quality and maturity, (c) the divicsition of Bonds as to purpose of issue and locatif issuer and (d) with respect to the
Insured Trusts, the availability and cost of inswwea After the Date of Deposit, a Bond may cead®etmted or its rating may be reduced
below the minimum required as of the Date of Depd&ither event requires elimination of a Bondhira Trust but may be considered in the
Sponsor's determination as to whether or not &ctlithe Trustee to dispose of the Bond (see "FuidiAistration--Portfolio

Administration").

Risk Factors. The Trusts include the bonds desttiib®rospectus Part I. An investment in Units $thdne made with an understanding of the
characteristics of and risks associated with suatdb. The following is a brief summary of certafriteese risks.

Additional information is included in the Informati Supplement. See "Additional Information”. Neitkiee Sponsor nor the Trustee are li:
for any default, failure or defect in any of theris.

Certain of the Bonds may be general obligations gbvernmental entity that are backed by the tagmger of the entity. All other Bonds &
revenue bonds payable from the income of a spqumififect or authority and are not supported byiskaer's power to levy taxes. General
obligation bonds are secured by the issuer's pletige faith, credit and taxing power for the paymhof principal and interest. Revenue
bonds, on the other hand, are payable only fromatienues derived from a particular facility orsslaf facilities or, in some cases, from the
proceeds of a special excise tax or other spaw@fienue source. There are, of course, variatiotteeisecurity of the different Bonds, both
within a particular classification and between sifisations, depending on numerous factors.

Mortgage loan obligations may be FHA insured or rbaysingle family mortgage revenue bonds issuethiBapurpose of acquiring from
originating financial institutions notes securedrbgrtgages on residences located within the issbetindaries and owned by persons of low
or moderate income. Mortgage loans are generailyatig or completely prepaid prior to their finalaturities as a result of events such as

of the mortgaged premises, default, condemnatiarasualty loss. A substantial portion of these Isomill probably be redeemed prior to
their scheduled maturities or even prior to thedimary call dates. Additionally, unusually highea of default on the underlying mortgage
loans may reduce revenues available for the payofamincipal of or interest on mortgage revenuadm

Health care revenue bonds have ratings issuedefdtthcare facilities that are often based on elityi studies that contain projections of
occupancy levels, revenues and expenses. A fagitjtpss receipts and net income available for sletsice may be affected by future events
and conditions including, among other things, detrfan services and the ability of the facility toopide the services required, competition
with other health care facilities, efforts by instg and governmental agencies to limit rates agidl&gion establishing state rate-setting
agencies.

Public utility bond issuers sell wholesale anditetie@ctric power and gas. General problems ofdhissuers include difficulty in financir



large construction programs in an inflationary péricosts and delays attributable to environmemastiderations, the difficulty of the capital
market in absorbing utility debt, difficulty in addhing fuel at reasonable prices, the effect ofg@yneonservation and government regulations.

Water and/or sewerage revenue bonds are geneeglbfe from user fees. The problems of these issnelude the ability to obtain rate
increases, population decline resulting in decraser fees, financing, environmental consideratidiscovering fresh water and the impact
of "no-growth" zoning ordinances.

Industrial revenue bonds ("IRBs") have generallgrbessued under bond resolutions under which thentges and receipts payable have been
assigned and pledged to purchasers. In some e@as®stgage on the underlying project may have lgeanted as security for the IRBs.
Regardless of the structure, payment of IRBs islga@lependent upon the creditworthiness of thearate operator of the project or corpor
guarantor which may be affected by such thingsyaloality of revenues and earnings, regulatory andironmental restrictions, litigation
resulting from accidents, extensive competition fina@ncial deterioration resulting from a corporegstructuring.

Lease bonds are secured by lease payments of engmemtal entity and are often in the form of ceséfes of participation. Although the

lease bonds do not constitute general obligatiétiseomunicipality for which the municipality's tag power is pledged, a lease bond is
ordinarily backed by the municipality's covenangafipropriate for and make the payments due undde#ise bond. However, certain lease
bonds contain "non-appropriation” clauses whictvigl® that the municipality has no obligation to redéase payments in future years unless
money is appropriated for such purpose on a ydwatjs. A governmental entity that enters into sutdase agreement cannot obligate future
governments to appropriate for and make lease patgnbeit covenants to take such action as is nagewsaclude any lease payments du

its budgets and to make the appropriations theréfgovernmental entity's failure to appropriate dod to make payments under its lease
bond could result in insufficient funds availabbe payment of the bonds secured thereby. Althougim-appropriation” lease bonds are
secured by the leased property, disposition optoeerty in the event of foreclosure might proviéiclilt.

Education bond issuers govern the operation ofa@shoolleges and universities and revenues aieatkmainly from ad valorem taxes or
from tuition, dormitory revenues, grants and endenta. General problems relating to school bondsidieclitigation contesting the financil
of public education, a declining percentage ofgbpulation consisting of "college" age individuafgbility to raise tuitions and fees
sufficiently and government legislation or regudas which may adversely affect the revenues osaifshe issuers.

Transportation bonds are payable from revenueseatkfrom the ownership and operation of facilisegh as airports, bridges, turnpikes, |
authorities, convention centers and arenas. Aimoetating income may be affected by the abilityhef airlines to meet their obligations
under use agreements. Payment on bonds relatéldeofacilities may be adversely affected by reurcin revenues due to such factors as
increased cost of maintenance, decreased useaoflityf lower cost of alternative modes of trangption, scarcity of fuel and reduction or
loss of rents.

Certain Bonds are payable from revenues derivad fie operation of resource recovery facilitiesahhare designed to process solid waste,
generate steam and convert steam to electricityolRee recovery bonds may be subject to extraandimational redemption at par upon the
occurrence of circumstances such as destructicoratemnation of a project, void or unenforceablgaxts, changes in the economic
availability of raw materials, and operating supgplor facilities, or other unavoidable changes e affecting the operation of a project.

Certain Bonds may have been acquired at a markedbuit from par value at maturity. The interestsain these bonds are lower than cul
market interest rates for newly issued bonds ofpamaible rating and type. Generally, if interestsdbr newly issued comparable bonds
increase, the market discount of previously issamutds will increase, and if interest rates for neissued comparable bonds decline, the
market discount of previously issued bonds willrdase. The value of bonds purchased at a marlatuiswill generally increase in value
faster than bonds purchased at a market premiimteifest rates decrease. Conversely, if interéssiiacrease, the value of bonds purchased
at a market discount will generally decrease fastan bonds purchased at a market premium. Iniaddit interest rates rise, the prepayment
risk of higher yielding, premium bonds and the jargpent benefit for lower yielding, discount bond#l the reduced. A bond purchased at a
market discount and held to maturity will have @& portion of its total return in the form of &bte income and capital gain and less in the
form of tax-exempt interest income than a comparabhd newly issued at current market rates. Sedelal Tax Status." Market discount
attributable to interest changes does not indiadéek of market confidence in the issue.

Certain Bonds may be "original issue discount" lzomwtlich were issued with interest rates less thtesroffered by comparable bonds and
were originally sold at a discount from their pafue. These bonds may include "zero coupon" bortdshnare described below. In a stable
interest rate environment, the market value ofragiral issue discount bond would tend to increasee slowly in the early years and in
greater increments as the bond approached matlihgse bonds may be subject to redemption at pbiassd on the issue price plus the
amount of original issue discount accreted to rgatem plus some premium, if applicable. Under theséprovisions, these bonds may be
called prior to maturity at a price less than palue. See "Federal Tax Status" for a discussidhenfax consequences of owning these bonds.

Certain Bonds may be "zero coupon” bonds. Zero @olgpnds are purchased at a deep discount bedsibayer receives only the right to
receive a final payment at the maturity of the band does not receive any periodic interest paysnditte effect of owning these bonds is
that a fixed yield is earned not only on the oragiimvestment but also, in effect, on all discoeatned during the life of the bond. This
implicit reinvestment of earnings at the same editainates the risk of being unable to reinvesbme at a rate as high as the implicit yielc
the discount bond, but at the same time elimintesbility to reinvest at higher rates in the fatu~or this reason, zero coupon bonds are
subject to substantially greater price fluctuatidnsng periods of changing market interest rates tare bonds of comparable quality which
pay interest



Certain Bonds may be subject to redemption pridhédr stated maturity date pursuant to sinkingdfprovisions, call provisions or
extraordinary optional or mandatory redemption siowns or otherwise. A sinking fund is a reserved@ccumulated over a period of time
for retirement of debt. A callable bond is one whig subject to redemption or refunding prior totuniéy at the option of the issuer. A
refunding is a method by which a debt obligatioreideemed, at or before maturity, by the proceédsnew debt obligation. In general, call
provisions are more likely to be exercised whenhibied price is at a premium over par than whes d@tia discount from par. The exercise of
redemption or call provisions generally will resinlthe distribution of principal and may resultameduction in the amount of subsequent
interest distributions; it may also affect the emtrreturn on Units. See "Portfolio" in Prosped®ast | for a list of the sinking fund and call
provisions, if any, with respect to the Bonds. Bponsor is unable to predict all of the circumsésnehich may result in redemption of a
Bond.

To the best knowledge of the Sponsor, there istigation pending as of the Date of Deposit in mgf any Bonds which might reasonably
be expected to have a material adverse effect tigoiirusts. At any time after the Date of Depdgigjation may be initiated on a variety of
grounds with respect to the Bonds. Such litigatiaay affect the validity of the Bonds or the taxefmature of interest payments. While the
outcome of litigation can never be predicted, tbad-has received or will receive opinions of bondresel to the issuers of each Bond on the
date of issuance to the effect that the Bonds baea validly issued and interest payments are eéom Federal income tax. In addition,
other factors may arise from time to time whichgmtially may impair the ability of issuers to mebéligations undertaken with respect to the
Bonds.

Like other investment companies, financial and ess organizations and individuals around the wdilel Trusts could be adversely affec

if the computer systems used by the Sponsor, Ettaloa Trustee or other service providers to thests do not properly process and calct
date-related information and data from and aftaudey 1, 2000. This is commonly known as the "Y2&00 Problem." While the Sponsor,
Evaluator and Trustee are taking steps that thigveeare reasonably designed to address the Y0 Rroblem, there can be no assurance
that these steps will be sufficient to avoid anyeade impact to the Trusts. The Year 2000 Probley impact certain issuers of the Bonds to
varying degrees, however, the Sponsor is unalpeetdict what impact, if any, the Year 2000 Problgithhave on any issuer.

ESTIMATED CURRENT AND LONG-TERM RETURNS

The Estimated Current Returns and the Estimated{Jarm Returns are set forth in the ProspectusiPBstimated Current Return is
calculated by dividing the estimated net annua@rigdgt income per Unit by the Public Offering Prithe estimated net annual interest income
per Unit will vary with changes in fees and expanskthe Trust and with the principal prepaymeademption, maturity, exchange or sale of
Bonds. The Public Offering Price will vary with ciges in the price of the Bonds. Accordingly, thereo assurance that the present
Estimated Current Return will be realized in thiufa. Estimated Long-Term Return is calculated gisifiormula which (1) takes into
consideration, and determines and factors in tlaive weightings of, the market values, yields ighhtakes into account the amortization of
premiums and the accretion of discounts) and estidn@tirements of the Bonds and (2) takes intoactcthe expenses and sales charge
associated with Units. Since the value and estithaggrements of the Bonds and the expenses ofist Will change, there is no assurance
that the present Estimated Long-Term Return wiltdadized in the future. The Estimated Current Retind Estimated Longlerm Return ai
expected to differ because the calculation of Esttith Long-Term Return reflects the estimated dadiesanount of principal returned while
the Estimated Current Return calculation includdy aet annual interest income and Public Offeifinige.

PUBLIC OFFERING

General. Units are offered at the Public Offerimig® The secondary market public offering priceased on the bid prices of the Bonds, the
sales charge described below, cash, if any, ifPtirecipal Account and accrued interest, if any. Whigimum purchase is one Unit.

The secondary market sales charge is computedsasluk in the following table based upon the estéd long-term return life of a Trust's
portfolio:

Years To Years To Years To
Maturity Sales Charge Maturity Sales Charge Maturity Sales Charge
1 1.010% 8 3.627% 15 5.042%
2 1.523 9 4.167 16 5.152
3 2.041 10 4.384 17 5.263
4 2.302 11 4.603 18 5.374
5 2.564 12 4.712 19 5.485
6 2.828 13 4.822 20 5.597
7 3.093 14 4,932 21t0o30 5.708

For purposes of computation of the estimated lamgitreturn life, Bonds will be deemed to maturdtwir expressed maturity dates unless:
(a) the Bonds have been called for redemption@sabject to redemption at an earlier call dateyhirch case this call date will be deemed to
be the maturity date; or (b) the Bonds are sulifeat"mandatory tender”, in which case the mangatnder will be deemed to be the
maturity date. The sales charges in the above tablexpressed as a percentage of the aggreggieded of the Bonds. Expressed as a
percent of the Public Offering Price, the salesghan a Trust consisting entirely of Bonds withy#ars to maturity would be 4.80



Any reduced sales charge is the responsibilithefselling Underwriter, broker, dealer or agent.

Employees, officers and directors (including trsgiouses, children, grandchildren, parents, graedpsrsiblings, mothers-in-law, fathers-in-
law, sons-in-law and daughters-in-law, and trusteestodians or fiduciaries for the benefit of spelnsons (collectively referred to herein as
"related purchasers")) of Van Kampen Funds Inc.iendffiliates and Underwriters and their affiéatmay purchase Units at the Public
Offering Price less the applicable underwriting ooission or less the applicable dealer concessidmnerabsence of an underwriting
commission. Employees, officers and directors (idtig related purchasers) of dealers and theiieaéfs and vendors providing services to
the Sponsor may purchase Units at the Public @ijefrice less the applicable dealer concession.

Units may be purchased at the Public Offering Piess the concession the Sponsor typically allansrokers and dealers for purchases by
(1) investors who purchase Units through registémeestment advisers, certified financial planrend registered broker-dealers who in each
case either charge periodic fees for financial ppilag, investment advisory or asset managementcgesyvor provide such services in
connection with the establishment of an investnaexbunt for which a comprehensive "wrap fee" ch&daposed, (2) bank trust
departments investing funds over which they exereiglusive discretionary investment authority tvat are held in a fiduciary, agency,
custodial or similar capacity, (3) any person whiodt least 90 days, has been an officer, diramttiona fide employee of any firm offering
Units for sale to investors or their spouse ordreih under 21 and (4) officers and directors okldawiding companies that make Units
available directly or through subsidiaries or bafiiates.

Offering Price. The Public Offering Price of Unitdll vary from the amounts stated under "Summargsé$ential Financial Information” in
Prospectus Part | in accordance with fluctuationhé prices of the Bonds. The price of Units an[ffate of Deposit was determined by
adding the applicable sales charge to the aggredf@éng price of the Bonds and dividing the suynthbe number of Units outstanding. This
price determination was made on the basis of aluatian of the Bonds prepared by Interactive DadapGration, a firm regularly engaged in
the business of evaluating, quoting or appraisorgparable securities. The Evaluator will value Bomds as of the Evaluation Time on days
the New York Stock Exchange is open for businessnabinits are tendered for redemption or ordersutalmse Units are received and will
adjust the Public Offering Price of Units accordyng his Public Offering Price will be effectiverfall orders received at or prior to the
Evaluation Time on each such day. The "EvaluationeT is the close of trading on the New York St@oichange on each day that the
Exchange is open for trading. Orders received byTitustee, Sponsor or any Underwriter for purchasaes or redemptions after that time
on a day when the New York Stock Exchange is closétlbe held until the next determination of @icThe secondary market Public
Offering Price per Unit will be equal to the aggatbid price of the Bonds plus the applicable sdaoy market sales charge and dividing
sum by the number of Units outstanding. The offgpnice of Bonds may be expected to average appairly 0.5%-1% more than the bid
price.

The aggregate price of the Bonds is determinedhemasis of bid prices

(&) on the basis of current market prices obtafrau dealers or brokers who customarily deal indsocomparable to those held by the Fund;
(b) if these prices are not available, on the bafsturrent market prices for comparable bondsh{ctausing the value of the Bonds to be
determined by others engaged in the practice dbiatian, quoting or appraising comparable bondgdpby any combination of the above.
Market prices of the Bonds will generally fluctuatéh changes in market interest rates. Unless Bamd in default in payment of principa
interest or in significant risk of default, the Hvator will not attribute any value to the insurarabtained by an Insured Trust, if any.

The Evaluator will consider in its evaluation ofrgts which are in default in payment of principalrderest or, in the Sponsor's opinion, in
significant risk of default (the "Defaulted Bondshe value of any insurance guaranteeing interegsipaincipal payments. The value of the
insurance will be equal to the difference betwapthé market value of Defaulted Bonds assumingetkercise of the right to obtain
Permanent Insurance (less the insurance premiucheetated expenses attributable to the purchaBewhanent Insurance) and (i) the
market value of Defaulted Bonds not covered by R@ent Insurance. In addition, the Evaluator wilisider the ability of a Portfolio Insurer
to meet its commitments under any insurance poingjyuding commitments to issue Permanent Insuradoevalue has been ascribed to
insurance obtained by an Insured Trust, if anygfake date of this Prospectus.

A person will become the owner of Units on the diteettlement provided payment has been rece®@ash, if any, made available to the
Sponsor prior to the date of settlement for thepase of Units may be used in the Sponsor's bissaresmay be deemed to be a benefit to
the Sponsor, subject to the limitations of the $iies Exchange Act of 1934.

Accrued Interest (Accrued Interest to Carry). Aettinterest to carry is included in the Public @ffg Price for Insured Municipals Income
Trust, 151st Insured Multi-Series and prior seard Insured Municipals Income Trust and Inves@Qrsility Tax-Exempt Trust, Multi-Series
212 and prior series. Accrued interest to carrysigia of two elements. The first element arises @esult of accrued interest which is the
accumulation of unpaid interest on a bond fromldséday on which interest thereon was paid. listeva Securities in each Trust is actually
paid either monthly, quarterly, if applicable, ens-annually to such Trust. However, interest an$lecurities in each Trust is accounted for
daily on an accrual basis. Because of this, eaobtBlways has an amount of interest earned butatatollected by the Trustee because of
coupons that are not yet due. For this reasorRtiidic Offering Price will have added to it the postionate share of accrued and
undistributed interest to the date of settlement.

The second element of accrued interest to carsgatiecause of the structure of the Interest Adcditme Trustee has no cash for distribution
to Unitholders of a Trust until it receives intdrpayments on the Securities in such Trust. That€riis obligated to provide its own funds, at
times, in order to advance interest distributiditse Trustee will recover these advancements whelm istierest is received. Interest Account
balances are established so that it will not besgary on a regular basis for the Trustee to a@vidmown funds in connection with such
interest distributions. The Interest Account baémare also structured so that there will genelslpositive cash balances and since the



held by the Trustee may be used by it to earnéstdhereon, it benefits thereby. If a Unitholdeltssor redeems all or a portion of his Unit:
if the Bonds in a Trust are sold or otherwise reetbar if a Trust is liquidated, he will receivetlaat time his porportionate share of the
accrued interest to carry computed to the settl¢aiate in the case of sale or liquidation and ®dhte of tender in the case of redemption.

Purchased and Accrued Interest. Included in théi¢®Olffering Price for Insured Municipals Incomeust, 152nd-173rd Insured Multi-Series
and Insured Municipals Income Trust and Inves@Qrglity Tax-Exempt Trust, Multi-Series 213-246 isr€hased Interest and accrued
interest. References to "accrued interest" inghispectus include both Purchased Interest andedaénterest as described in this section.

Purchased Interest - Purchased Interest is a pasfithe unpaid interest that has accrued on tlear@ies from the later of the last payment
date on the Securities or the date of issuancedhénrough the First Settlement Date and is inetlith the calculation of the Public Offering
Price. Purchased Interest will be distributed tathbiders as Units are redeemed or Securities matuare called. See "Summary of Esse
Financial Information” in this Prospectus Partr fiee amount of Purchased Interest per Unit fohéaast. Purchased Interest is an element
of the price Unitholders will receive in connectioith the sale or redemption of Units prior to themination of a Trust.

Accrued Interest - Accrued Interest is an accunmnadf unpaid interest on securities which gengnallpaid semi-annually, although a Trust
accrues such interest daily. Because of this, at&iways has an amount of interest earned butetatollected by the Trustee. For this
reasons, the Public Offering Price of Units wilveaadded to it the proportionate share of accroestést to the date of settlement.
Unitholders will receive on the next distributioatd of a Trust the amount, if any, of accrued egepaid on their Units. As indicated in
"Purchased Interest", accrued interest as of thet Settlement Date includes Purchased Interesin leffort to reduce the amount of
Purchased Interest which would otherwise have tpaie by Unitholders, the Trustee may advance tiquoof such accrued interest to the
Sponsor as the Unitholder of record as of the Hettlement Date. Consequently, the amount of adcinterest to be added to the Public
Offering Price of Units will include only accruextérest from the First Settlement Date to the dasettlement (other than the Purchased
Interest already included therein), less any digtions from the Interest Account subsequent td~ils Settlement Date. Because of the
varying interest payment dates of the Securities;ieed interest at any point in time will be gredkan the amount of interest actually
received by a Trust and distributed to Unitholdéra. Unitholder sells or redeems all or a portadrhis Units, he will be entitled to receive |
porportionate share of the Purchased Interest ecrdied interest from the purchaser of his Unitac&ithe Trustee has the use of the funds
(including Purchased Interest) held in the Intefastount for distributions to Unitholders and sirszeeh Account is non-interest-bearing to
Unitholders, the Trustee benefits thereby.

Accrued Interest. Included in the Public OfferingcP for Insured Municipals Income Trust, 174thdred Multi-Series and subsequent series
and Insured Municipals Income Trust and Inves@Qrslity Tax-Exempt Trust, Multi-Series 247 and digent series is accrued interest.
Accrued interest is an accumulation of unpaid ggeon securities which generally is paid semi-atipualthough each Trust accrues interest
daily. Because of this, a Trust always has an amafuinterest earned but not yet collected by thesiee. For this reason, with respect to ¢
settling after the First Settlement Date, the propoate share of accrued interest to the settl¢ahate is added to the Public Offering Price of
Units. Unitholders will receive the amount of acadunterest paid on their Units on the next distitn date. In an effort to reduce the
accrued interest which would have to be paid bythéiers, the Trustee will advance the amount ofuse interest to the Sponsor as the
Unitholder of record as of the First Settlementd&onsequently, the accrued interest added tBubéc Offering Price of Units will include
only accrued interest from the First SettlementDatthe date of settlement, less any distributfoors the Interest Account after the First
Settlement Date. Because of the varying interegngat dates of the Bonds, accrued interest at amt m time will be greater than the
amount of interest actually received by a Trust disttibuted to Unitholders. If a Unitholder sealisredeems all or a portion of his Units, he
will be entitled to receive his proportionate shaféhe accrued interest from the purchaser otUmgs.

Unit Distribution. Units will be distributed to theublic by broker-dealers and others at the Pubffering Price, plus accrued interest. The
Sponsor intends to qualify Units for sale in a nemaf states. Broker-dealers or others will bevadld a concession or agency commission in
connection with the distribution of Units equalA@¥% of the sales charge applicable to the trarmsagtiovided that the Units are acquired
from the Sponsor. Certain commercial banks may akimg Units available to their customers on an agdrasis. A portion of the sales
charge paid by these customers (equal to the agmmaynission referred to above) is retained by oiitted to the banks. Any discount
provided to investors will be borne by the selldenler or agent. The Sponsor reserves the rigkjeot, in whole or in part, any order for the
purchase of Units and to change the amount ofdheeassion or agency commission to dealers andsofftan time to time.

Sponsor Compensation. The Sponsor will receivanaggsales commission equal to the sales chargieappl to the transaction involved. £
"Public Offering--General". In addition, the Sponsealized a profit or loss, as a result of théedénce between the price paid for the Bonds
by the Sponsor and the cost of the Bonds to a TTirgt Sponsor has not participated as sole undervaii as manager or as a member of the
underwriting syndicates from which the Bonds in Timasts were acquired. The Sponsor may furtheizee@kofit or loss as a result of poss
fluctuations in the market value of the Bonds siakk@roceeds received from purchasers of Unitsl(ekng dealer concessions or agency
commissions allowed, if any) will be retained bg Bponsor. The Sponsor will also realize profitbbsses in the amount of any difference
between the price at which Units are purchasedtangrice at which Units are resold in connectidtihyinaintaining a secondary market for
Units and will also realize profits or losses réisigl from a redemption of repurchased Units atiegpabove or below the purchase price.

Broker-dealers of the Trusts, banks and/or other&lgible to participate in a program in whickekdirms receive from the Sponsor a
nominal award for each of their representatives tviee sold a minimum number of units of unit inwesit trusts created by the Sponsor
during a specified time period. In addition, atigas times the Sponsor may implement other programier which the sales forces of such
firms may be eligible to win other nominal awards ¢ertain sales efforts, or under which the Sponsibreallow to any such firms that
sponsor sales contests or recognition programsuouiitig to criteria established by the Sponsor,astigipate in sales programs sponsored by
the Sponsor, an amount not exceeding the totaicaiié sales charges on the sales generated bysustns at the public offering price
during such programs. Also, the Sponsor in itsréigzn may from time to time pursuant to objectiviteria established by the Sponsor |



fees to qualifying firms for certain services otigties which are primarily intended to resultdales of Units of the Trusts. Such payment
made by the Sponsor out of its own assets, andutaif the assets of the Trusts. These progranisetiichange the price Unitholders pay for
their Units or the amount that the Trusts will igegfrom the Units sold. Approximately every eigitemonths the Sponsor holds a business
seminar which is open to certain brokers thatwgalls of trusts it sponsors. The Sponsor pays anbatly all costs associated with the
seminar, excluding travel costs. These brokersnarted to send a certain number of representatdasgd on the gross number of units such
firm underwrites during a designated time period.

Market for Units. Although not obligated to do #ite Sponsor intends to maintain a market for Uanitd offer to purchase Units at prices,
subject to change at any time, based upon the gajgréid prices of the Bonds plus accrued intenedtany principal cash on hand, less any
amounts representing taxes or other governmendaifjes payable out of the Trust and less any acdruext expenses. If the supply of Units
exceeds demand or if some other business reasoantsit, the Sponsor may either discontinue aitpases of Units or discontinue
purchases of Units at these prices. If a markebdisnaintained and the Unitholder cannot find aapgurchaser, a Unitholder will be able to
dispose of Units by tendering them to the Trusteeddemption at the Redemption Price. See "Rightsitholders--Redemption of Units".
A Unitholder who wishes to dispose of his Unitsglddnquire of his broker as to current market @siin order to determine whether there is
in any price in excess of the Redemption Price Hrsth, the amount thereof. The Trustee will notlie Sponsor of any tender of Units for
redemption. If the Sponsor's bid in the secondaaiket at that time equals or exceeds the Redemptice per Unit, it may purchase the
Units not later than the day on which the Units ldatherwise have been redeemed by the Trustee.

RIGHTS OF UNITHOLDERS

Distributions of Interest and Principal. Interesteived by a Trust, pro rated on an annual badishevdistributed monthly unless a
Unitholder elects to receive quarterly or semi-admlistributions. Certain Trusts offer only montfdligtribution options while others offer
only monthly and seménnual distribution options. The distribution opisoapplicable to a Trust are described in Prospdesut |. The plan
distribution selected by a Unitholder will remameffect until changed. Unitholders who purchasédJn the secondary market will receive
distributions in accordance with the election & grior owner. Unitholders may change their distiitn plan by indicating the change on a
card which may be obtained from the Trustee andmehe card to the Trustee with their certificadas other documentation required by the
Trustee. Certificates should be sent by registerazbrtified mail to avoid their being lost or &ol If the card and certificate are properly
presented to the Trustee, the change will becofeetafe on the first day after the next semi-anmeabrd date and will remain effective until
changed.

Interest received by a Trust, including that pérthe proceeds of any disposition of Bonds whigbresents accrued interest, is credited by the
Trustee to the Interest Account. Other receiptegdited to the Principal Account. After deduct@framounts sufficient to reimburse the
Trustee, without interest, for any amounts advararetipaid to the Sponsor as the Unitholder of kesrof the First Settlement Date, interest
received will be distributed on each distributiatelto Unitholders of record as of the precedingm date. All distributions will be net of
estimated expenses. Funds in the Principal Accwiihbe distributed on each semi-annual distribotaate to Unitholders of record as of the
preceding semi-annual record date. The Trusteetisequired to pay interest on funds held in theddpal or Interest Account (but may itself
earn interest thereon and therefore benefits fleruse of these funds) nor to make a distributiomfthe Principal Account unless the
amount available for distribution therein shall abat least $1.00 per Unit. However, should the @mavailable for distribution in the
Principal Account equal or exceed $10.00 per Uhé, Trustee will make a special distribution frdme Principal Account on the next mont
distribution date to Unitholders of record on teéated monthly record date.

Because interest payments are not received byst ata constant rate throughout the year, intelisgibutions may be more or less than the
amount credited to the Interest Account as of #uvend date. For the purpose of minimizing fluctoiasi in interest distributions, the Trustee is
authorized to advance amounts necessary to prowieiest distributions of approximately equal antsuihe Trustee is reimbursed for these
advances from funds in the Interest Account omtid record date. Persons who purchase Units bataveecord date and a distribution date
will receive their first distribution on the secodi$tribution date after the purchase, under thiegble plan of distribution.

Reinvestment Option. Unitholders may elect to hdig&ributions on their Units automatically reinvagin shares of certain Van Kampen or
Morgan Stanley mutual funds which are registeretthénUnitholder's state of residence (the "Reinmest Funds"). Each Reinvestment Fund
has investment objectives that differ from thoséhef Trusts. The prospectus relating to each Retment Fund describes its investment
policies and the procedures to follow to beginvestment. A Unitholder may obtain a prospectugHerReinvestment Funds from Van
Kampen Funds Inc. at One Parkview Plaza, Oakbraska€e, lllinois 60181.

After becoming a participant in a reinvestment pkarch Trust distribution will automatically be #pd on the applicable distribution date to
purchase shares of the applicable Reinvestment &uadet asset value computed on such date. Ushittsowith an existing Guaranteed
Reinvestment Option (GRO) Program account (wheeebgles charge is imposed on distribution reinvests) may transfer their existing
account into a new GRO account which allows puretasg Reinvestment Fund shares at net asset @undirmations of all reinvestments
will be mailed to the Unitholder by the ReinvestinEuand. A participant may elect to terminate hisier reinvestment plan and receive ful
distributions in cash by notifying the Trustee iritimg at least five days before the next distribatdate. Each Reinvestment Fund, its spo
and investment adviser have the right to termiitatesinvestment plan at any time. Unitholders efANYork Trusts who are New York
residents may elect to have distributions reinvkeasteshares of First Investors New York Insured Fage Fund, Inc. subject to a sales charge
of $1.50 per $100 reinvested (paid to First InvesManagement Company, Inc.).

Redemption of Units. A Unitholder may redeem albgrortion of his Units by tender to the TrustdatsaUnit Investment Trust Division, 1(



Barclay Street, 20th Floor, New York, New York 1628f the certificates representing the Units todseemed, duly endorsed or
accompanied by proper instruments of transfer sijhature guaranteed (or by providing satisfaciadgmnity, such as in connection with
lost, stolen or destroyed certificates) and by payyhof applicable governmental charges, if any.éRgation of Units cannot occur until
certificates representing the Units or satisfactodemnity have been received by the Trustee. ko than seven calendar days following
satisfactory tender, the Unitholder will receiveaamount for each Unit equal to the Redemption RyareUnit next computed after receipt by
the Trustee of the tender of Units. The "date nflee" is deemed to be the date on which Unitserzeived by the Trustee, except that as
regards Units received after the Evaluation Timelays of trading on the New York Stock Exchange,dhte of tender is the next day on
which that Exchange is open and the Units will berded to have been tendered to the Trustee odakpdor redemption at the Redemption
Price.

Under Internal Revenue Service regulations, thet€ruis required to withhold a specified percent#geUnit redemption if the Trustee has
not received the Unitholder's tax identificatiomrher as required by such regulations. Any amoutitheid is transmitted to the Internal
Revenue Service and may be recovered by the Udighainly when filing a return. Under normal circuarmges the Trustee obtains the
Unitholder's tax identification number from thelisg) broker. However, at any time a Unitholder ¢&deto tender Units for redemption, the
Unitholder should provide a tax identification nuentbo the Trustee in order to avoid this possibigck-up withholding”.

The Redemption Price per Unit (as well as the seagnmarket Public Offering Price) will be determihon the basis of the bid price of the
Bonds as of the Evaluation Time on days of tradinghe New York Stock Exchange on the date any detdrmination is made. The
Evaluator determines the Redemption Price per dmiays Units are tendered for redemption. The Retien Price per Unit is the pro rata
share of each Unit on the basis of (i) the cashad in the Trust or moneys in the process of bealigcted, (ii) the value of the Bonds ba
on the bid prices of the Bonds, except for caseghich the value of insurance has been includ@ylaticrued interest, less (a) amounts
representing taxes or other governmental charggg¢tgrihe accrued Trust expenses. The Evaluatordatgrmine the value of the Bonds by
employing any of the methods set forth in "Publfte@ng--Offering Price". In determining the Redetiop Price per Unit no value will be
assigned to the portfolio insurance maintainedhenBonds in an Insured Trust unless the Bondsadefault in payment of principal or
interest or in significant risk of default. For esgription of the situations in which the Evaluatay value the insurance obtained by the
Insured Trusts, see "Public Offering--Offering RticAccrued interest paid on redemption shall biagvawn from the Interest Account or, if
the balance therein is insufficient, from the Pipat Account. All other amounts will be withdrawrof the Principal Account. Units so
redeemed shall be cancelled.

The price at which Units may be redeemed couldebs than the price paid by the Unitholder and nealess than the par value of the Bonds
represented by the Units redeemed. The TrusteesaiBBonds to cover redemptions. When Bonds ai Hoé size and diversity of the Trust
will be reduced. Sales may be required at a timenaBonds would not otherwise be sold and mightlré@siower prices than might
otherwise be realized.

The right of redemption may be suspended and patyptstponed for any period during which the NewRStock Exchange is closed, other
than for customary weekend and holiday closingsluning which the SEC determines that trading @b BExchange is restricted or an
emergency exists, as a result of which disposavatuation of the Bonds is not reasonably practé&aly for other periods as the SEC may by
order permit. Under certain extreme circumstankesSponsor may apply to the SEC for an order pgngia full or partial suspension of the
right of Unitholders to redeem their Units.

Certificates. Ownership of Units is evidenced bstifieates unless a Unitholder makes a written esio the Trustee that ownership be in
book entry form. Units are transferable by makingréaten request to the Trustee and, in the cadéndt in certificate form, by presentation
and surrender of the certificate to the Truste@@ry endorsed or accompanied by a written instntroeinstruments of transfer. A
Unitholder must sign the written request, or cixdife transfer instrument, exactly as his name aqgpen the records of the Trustee and on the
face of any certificate with the signature guaradtby a participant in the Securities Transfer Agdénedallion Program ("STAMP") or a
signature guaranty program accepted by the TruSteeTrustee may require additional documents ais¢hut not limited to, trust
instruments, certificates of death, appointmentsxagutor or administrator or certificates of cogie authority. Certificates will be issued in
denominations of one Unit or any multiple theredthough no such charge is now made, the Trusteeretwuire a Unitholder to pay a
reasonable fee for each certificate re-issuedamsfterred and to pay any governmental charge thgttra imposed in connection with each
transfer or interchange. Destroyed, stolen, metiladr lost certificates will be replaced upon defjvto the Trustee of satisfactory indemnity,
evidence of ownership and payment of expensesreduMutilated certificates must be surrenderethéoTrustee for replacement.

Reports Provided. Unitholders will receive a staatrof interest and other receipts received fohehstribution. For as long as the Sponsor
deems it to be in the best interest of Unitholdéms,accounts of each Trust will be audited anguaflindependent certified public
accountants and the report of the accountantdbeifurnished to Unitholders upon request. Withireasonable period of time after the end of
each year, the Trustee will furnish to each pexgba was a registered Unitholder during that yestatement describing the interest and
principal received on the Bonds, actual Trust digtions, Trust expenses, a list of the Bonds ahdroTrust information. Unitholders will be
furnished the Evaluator's evaluations of the Bamutsn request.

INSURANCE ON THE BONDS IN THE INSURED TRUSTS
Insurance has been obtained guaranteeing prompteyayof interest and principal, when due, in respéthe Bonds in each Insured Trust.

An insurance policy obtained by an Insured Trdsdny, is non-cancellable and will continue in 18D long as the Trust is in existence, the
respective Portfolio Insurer is still in businessldhe Bonds described in the policy continue thiéle by the Trust. Any portfolio insuran



premium for an Insured Trust is paid by the Trusaanonthly basis. The premium for any PreinsureddBinsurance has been paid by the
issuer, by a prior owner of the Bonds or the Sppasd any policy is non-cancellable and will congrin force so long as the Bonds so
insured are outstanding and the Preinsured Bonddnsemains in business. The Portfolio Insuredstae Preinsured Bond Insurers are
described in "Portfolio" and the notes theretoliadpectus Part I. The Portfolio Insurers are AMBASSurance Corporation or Financial
Guaranty Insurance Company or other municipal bosdrance companies described in Prospectus RMdré detailed information
regarding insurance on the Bonds and the Preinddmad and Portfolio Insurers is included in theohnfiation Supplement. See "Additional
Information".

The portfolio insurance obtained by an Insured Tiifigny, guarantees the timely payment of priatignd interest on the Bonds when they
fall due. For this purpose, "when due" generalhanwethe stated payment or maturity date for thengay of principal and interest. However,
in the event (a) an issuer defaults in the payroéptincipal or interest, (b) an issuer enters mtoankruptcy proceeding or (c) the maturity of
the Bond is accelerated, the affected Portfolizuleshas the option to pay the outstanding prin@pzount of the Bond plus accrued interest
to the date of payment and thereby retire the Boord the Trust prior to the Bond's stated matutifye. The insurance does not guarantee the
market value of the Bonds or the value of the Ufitee Trustee, upon the sale of a Bond coveredrumgertfolio insurance policy has the
right to obtain permanent insurance with respetihéoBond (i.e., insurance to maturity of the Boedardless of the identity of the holder)

(the "Permanent Insurance") upon the payment of@espredetermined insurance premium and expdnaesthe proceeds of the sale of the
Bond. It is expected that the Trustee would exerttig right to obtain Permanent Insurance onlpdruexercise the Trust would receive net
proceeds in excess of the sale proceeds if the Barde sold on an uninsured basis.

The following summary information relating to thetéd insurance companies has been obtained fraticlyuavailable information:

Financial Information (in millions of doll ars)
Admitted Policyholders'
Name Assets Surplus
AMBAC Assurance Corporation (at 3/31/98 (unaudited) ) $ 2,967 $ 1,715
Financial Guaranty Insurance Company (at 3/31/98 (u naudited)) 2,580 1,268
Financial Security Assurance, Inc. (at 3/31/98 (una udited)) 1,891 809
MBIA Insurance Corporation (at 3/31/98 (unaudited)) 5,400 1,800

Because the Bonds are insured by Portfolio InsurePreinsured Bond Insurers as to the timely paro&principal and interest, when due,
and on the basis of the various reinsurance agmetsrireeffect, Standard & Poor's has assignedgdJihits of each Insured Trust its "AAA"
investment rating. This rating will be in effect @ period of thirteen months from the Date of D&pand will, unless renewed, terminate at
the end of such period. See "Description of Ratimgshe Information Supplement. This rating shontit be construed as an approval of the
offering of the Units by Standard & Poor's or aguarantee of the market value of the Trust or efihits.

Each Portfolio Insurer is subject to regulationtihy department of insurance in the state in whichqualified to do business. Such
regulation, however, is no guarantee that eactfdfiortnsurer will be able to perform on its conttaf insurance in the event a claim should
be made. At the date hereof, it is reported thatlaions have been submitted or are expected totmmigted to any of the Portfolio Insurers
which would materially impair the ability of anyducompany to meet its commitment pursuant to amgract of insurance. The information
relating to each Portfolio Insurer has been fumishy such companies. The financial informatiorhwitspect to each Portfolio Insurer
appears in reports filed with state insurance guy authorities and is subject to audit and ey such authorities. No representation is
made herein as to the accuracy or adequacy ofistaimation or as to the absence of material advehanges in such information
subsequent to the dates thereof.

FUND ADMINISTRATION

Sponsor. Van Kampen Funds Inc., a Delaware coriporas the Sponsor of the Trust. The Sponsor imdmect subsidiary of Van Kampen
Investments Inc. Van Kampen Investments Inc. i$ally owned subsidiary of MSAM Holdings Il, Inc. hich in turn is a wholly owned
subsidiary of Morgan Stanley Dean Witter & Co. ("DMY").

MSDW, together with various of its directly and irettly owned subsidiaries, is engaged in a withgeaof financial services through three
primary businesses: securities, asset managememtadit services. These principal businesses diecéecurities underwriting, distribution
and trading; merger, acquisition, restructuring atiter corporate finance advisory activities; mardtbanking; stock brokerage and research
services; asset management; trading of futuregroptforeign exchange commodities and swaps (uivglforeign exchange, commodities,
indices and interest rates); real estate advinantiing and investing; global custody, securitlearance services and securities lending; and
credit card services.

Van Kampen Funds Inc. specializes in the undemygitind distribution of unit investment trusts anatwal funds with roots in money
management dating back to 1926. The Sponsor i@bereof the National Association of Securities @esl Inc. and has offices at One
Parkview Plaza, Oakbrook Terrace, lllinois 601&BQ) 684-6000 and 2800 Post Oak Boulevard, Houdtexas 77056, (713) 993-0500. As
of November 30, 1997, the total stockholders' gopfitvan Kampen Funds Inc. was $132,381,000 (adli{@his paragraph relates only to
the Sponsor and not to the Fund or to any otha@eS#rereof. The information is included hereinydiol the purpose of informing investors
as to the financial responsibility of the Sponsmd &s ability to carry out its contractual obligats. More detailed financial information w



be made available by the Sponsor upon request.)

As of September 30, 1997, the Sponsor and its Vampén affiliates managed or supervised approxim&@h.3 billion of investment
products, of which over $10.85 billion is investadnunicipal bonds. The Sponsor and its Van Kamgféhates managed $54 billion of
assets, consisting of $34.3 billion for 55 open-amdual funds (of which 46 are distributed by Vaankpen Funds Inc.) $14.2 billion for 37
closed-end funds and $5.5 billion for 106 instto&l accounts. The Sponsor has also deposited>aprately $26 billion of unit investment
trusts. All of Van Kampen's open-end funds, closaded funds and unit investment trusts are prafea8ly distributed by leading financial
firms nationwide. Based on cumulative assets dé&gahsthe Sponsor believes that it is the largestspr of insured municipal unit investment
trusts, primarily through the success of its Induvtunicipals Income Trust(R) or the IM-IT(R) tru3the Sponsor also provides surveillance
and evaluation services at cost for approximatély illion of unit investment trust assets outstagdSince 1976, the Sponsor has serviced
over two million investor accounts, opened throuefail distribution firms.

If the Sponsor shall fail to perform any of its idstunder the Trust Agreement or become incapdldeting or become bankrupt or its affairs
are taken over by public authorities, then the TBwisnay (i) appoint a successor Sponsor at ratesnopensation deemed by the Trustee to be
reasonable and not exceeding amounts prescribdtelHEC, (ii) terminate the Trust Agreement anditigte the Fund as provided therein or
(iii) continue to act as Trustee without termingtthe Trust Agreement.

Trustee. The Trustee is The Bank of New York, attaompany organized under the laws of New Yorle Bank of New York has its unit
investment trust division offices at 101 Barclayest, New York, New York 10286, telephone

(800) 221-7668. The Bank of New York is subjecstigpervision and examination by the SuperintendeBaaks of the State of New York
and the Board of Governors of the Federal Reseyste®, and its deposits are insured by the Fe@eabsit Insurance Corporation to the
extent permitted by law. Additional information egding the Trustee is set forth in the Informat®upplement, including the Trustee's
qualifications and duties, its ability to resigheteffect of a merger involving the Trustee andSpensor's ability to remove and replace the
Trustee. See "Additional Information"”.

Portfolio Administration. The Trusts are not mandfignds and, except as provided in the Trust Age#nBonds generally will not be sold
or replaced. The Sponsor may, however, directBoats be sold in certain limited situations to pobtthe Trust based on advice from the
Evaluator. These situations may include defaduilhiarest or principal payments on the Bonds or otiidigations of an issuer, an advanced
refunding or institution of certain legal procegginln addition, the Trustee may sell Bonds deseghhy the Evaluator for purposes of
redeeming Units or payment of expenses. The Evalwétl consider a variety of factors in designatiBonds to be sold including interest
rates, market value and marketability. Exceptrmitid circumstances, the Trustee must reject af@y bf an issuer to issue bonds in
exchange or substitution for the Bonds (such afumnding or refinancing plan). The Trustee will pmatly notify Unitholders of any exchan
or substitution. The Information Supplement corgammore detailed description of circumstanceshitivBonds may be sold or replaced.
See "Additional Information”.

Replacement Bonds. No assurance can be given Trrasawill retain its present size or compositlmetause Bonds may be sold, redeem:
mature from time to time and the proceeds will lrithuted to Unitholders and will not be reinvabtin the event of a failure to deliver any
Bond that has been purchased under a contract€tFHaonds"), the Sponsor is authorized under thistl/Agreement to direct the Trustee to
acquire other bonds ("Replacement Bonds") to makine original portfolio of a Trust. Replacementifle must be purchased within 20 d
after delivery of the notice of the failed contraad the purchase price (exclusive of accruedé@stgmay not exceed the amount of funds
reserved for the purchase of the Failed Bonds.Rém@acement Bonds must be substantially identicdie Failed Bonds in terms of (i) the
exemption from federal and state taxation, (ii) umi&y, (i) yield to maturity and current retur(y) Standard & Poor's or Moody's ratings,
(v) insurance in an Insured Trust. The Trusteel stmaify all Unitholders of a Trust within five dayafter the acquisition of a Replacement
Bond and shall make a pro rata distribution ofgh®unt, if any, by which the cost of the Failed B@xceeded the cost of the Replacement
Bond plus accrued interest. If Failed Bonds arereplaced, the Sponsor will refund the sales chatiyiutable to the Failed Bonds to all
Unitholders of the Trust and distribute the primtipnd accrued interest (at the coupon rate of#iled Bonds to the date of removal from
Trust) attributable to the Failed Bonds within 30/8l after removal. All interest paid to a Unitholdénich accrued after the expected date of
settlement for Units will be paid by the Sponsad accordingly will not be treated as taxempt income. If Failed Bonds are not replacesl
Estimated Net Annual Interest Income per Unit wdatdreduced and the Estimated Current Return atth&ed LongTerm Return might k
lowered. Unitholders may not be able to reinvesirthroceeds in other securities at a yield equaktn excess of the yield of the Failed
Bonds.

Amendment of Trust Agreement. The Sponsor and thst&e may amend the Trust Agreement without tinseat of Unitholders to correct
any provision which may be defective or to makesottrovisions that will not adversely affect théerest of the Unitholders (as determine
good faith by the Sponsor and the Trustee). ThetT&greement may not be amended to increase théewof Units or to permit the
acquisition of Bonds in addition to or in substibatfor any of the Bonds initially deposited in theust, except for the substitution of certain
refunding Bonds. The Trustee will notify Unitholdeasf any amendment.

Termination of Trust Agreement. A Trust will terrale upon the redemption, sale or other disposiifdhe last Bond held in the Trust. A
Trust may also be terminated at any time by consebhitholders of 51% of the Units then outstamdar by the Trustee when the value of
the Trust is less than 20% of the original printgraount of Bonds. The Trustee will notify each thoider of any termination within a
reasonable time and will then liquidate any renrajrBonds. The sale of Bonds upon termination mayltén a lower amount than might
otherwise be realized if the sale was not requatetiat time. For this reason, among others, theuatrealized by a Unitholder upon
termination may be less than the principal amofitands per Unit or value at the time of purchadee Trustee will distribute to each
Unitholder his share of the balance of the Inteaest Principal Accounts after deduction of costpemses or indemnities. The Unitholder
receive a final distribution statement with thistdbution. When the Trustee in its sole discretietermines that any amounts held in res



are no longer necessary, it will distribute thesmants to Unitholders. The Information Supplementtains further information regarding
termination of a Trust. See "Additional Information

Limitation on Liabilities. The Sponsor, EvaluatardaTrustee shall be under no liability to Unithatléor taking any action or for refraining
from taking any action in good faith pursuant te ffrust Agreement, or for errors in judgment, thalisbe liable only for their own willful
misfeasance, bad faith or gross negligence (negtigé the case of the Trustee) in the performaftieeir duties or by reason of their
reckless disregard of their obligations and dutieeunder. The Trustee shall not be liable for @gption or loss incurred by reason of the
sale by the Trustee of any of the Bonds. In thexegkthe failure of the Sponsor to act under thesT Agreement, the Trustee may act
thereunder and shall not be liable for any actakeh by it in good faith under the Trust Agreem@ihie Trustee is not liable for any taxes or
governmental charges imposed on the Bonds, onTitestee under the Trust Agreement or on the Fumdhithe Trustee may be required to
pay under any present or future law of the Unitede of America or of any other taxing authorigwimg jurisdiction. In addition, the Trust
Agreement contains other customary provisions iingithe liability of the Trustee. The Trustee amqb@sor may rely on any evaluation
furnished by the Evaluator and have no responsilidr the accuracy thereof. Determinations byHvaluator shall be made in good faith
upon the basis of the best information availablé; orovided, however, that the Evaluator shaluipeer no liability to the Trustee, Sponso
Unitholders for errors in judgment.

FEDERAL TAX STATUS

At the respective times of issuance of the Bongsjions relating to the validity thereof and to #elusion of interest thereon from Federal
gross income were rendered by bond counsel toeective issuing authorities. Neither the SponsoiChapman and Cutler have made any
review of the Trust proceedings relating to thedge of the Bonds or of the basis of the opinienslered therewith. If the interest on a
Bond should be determined to be taxable, the Bomddwgenerally have to be sold at a substantiaiodist. In addition, investors could be
required to pay income tax on interest receivedrfad the date on which interest is determinedet¢axable. Gain realized on the sale or
redemption of the Bonds by the Trustee or of a byia Unitholder is includable in gross incomeFRederal income tax purposes and may be
includable in gross income for state tax purpoSesh gain does not include any amounts receiveesipect of accrued interest or accrued
original issue discount, if any. If a Bond is aaediwith accrued interest, that portion of the @ipaid for the accrued interest is added to the
tax basis of the Bond. When this accrued intesestdeived, it is treated as a return of capitdlr@auces the tax basis of the Bond. If a Bond
is purchased for a premium, the amount of the pwemis added to the tax basis of the Bond. Bond prenis amortized over the remaining
term of the Bond, and the tax basis of the Bonédsiced each tax year by the amount of the preraimortized in that tax year. For purposes
of the following opinions, it is assumed that easket of the Trust is debt, the interest on whidxcluded for Federal income tax purposes.

In the opinion of Chapman and Cutler, counsellier$ponsor, under existing law as of the dateisfRiospectus:

(1) Each Trust is not an association taxable asg@ocation for Federal income tax purposes andesteand accrued original issue discoun
Bonds which is excludable from gross income undermternal Revenue Code of 1986 (the "Code") metthin its status for Federal income
tax purposes, when received by a Trust and wherdited to Unitholders; however such interest rhaytaken into account in computing the
alternative minimum tax, an additional tax on bitaas of foreign corporations and the environmeitalthe "Superfund Tax") if extended by
Congress, as noted below;

(2) Each Unitholder is considered to be the owrier pro rata portion of each asset of the respedust under subpart E, subchapter J of
chapter 1 of the Code and will have a taxable ewdr@n such Trust disposes of a Bond, or when ththblder redeems or sells his Units. If
the Unitholder disposes of a Unit, he is deemetketheto have disposed of his entire pro rata istdreall assets of the Trust involved
including his pro rata portion of all the Bondsmegented by a Unit. The Taxpayer Relief Act of 19€Tudes provisions that treat certain
transactions designed to reduce or eliminate ris&ss and opportunities for gain as constructales for purposes of recognition of gain (but
not loss) and for purposes of determining the Imgjgieriod. Unitholders should consult their own dalxisors with regard to any such
constructive sale rules. Unitholders must redueddht basis of their Units for their share of aecrinterest received by the respective Trust,
if any, on Bonds delivered after the Unitholderyg fi their Units to the extent that such inter@strued on such Bonds before the date the
Trust acquired ownership of the Bonds (and the arhoiithis reduction may exceed the amount of setiinterest paid to the seller) and,
consequently, such Unitholders may have an increasexable gain or reduction in capital loss uplea disposition of such Units. Gain or
loss upon the sale or redemption of Units is mestbby comparing the proceeds of such sale or reti@myith the adjusted basis of the
Units. If the Trustee disposes of Bonds (whethesdlg, payment on maturity, redemption or otheryigain or loss is recognized to the
Unitholder (subject to various non-recognition psians of the Code). The amount of any such gainss is measured by comparing the
Unitholder's pro rata share of the total proceedis fsuch disposition with the Unitholder's basisHis or her fractional interest in the asset
disposed of. In the case of a Unitholder who pusebaJnits, such basis (before adjustment for adantiginal issue discount and amortized
bond premium, if any) is determined by apportioriimg cost of the Units among each of the Trusttasagably according to value as of the
valuation date nearest the date of acquisitiom@finits.The tax basis reduction requirements @Qbde relating to amortization of bond
premium may, under some circumstances, resultttitholder realizing a taxable gain when his Baite sold or redeemed for an amount
less than or equal to his original cost;

(3) Any proceeds paid under an insurance poligyadicies dated the Date of Deposit, issued to anred Trust with respect to the Bonds
which represent maturing interest on defaultedgaibions held by the Trustee will be excludable fieederal gross income if, and to the si
extent as, such interest would have been so exdleiifgpaid in the normal course by the issuerhef defaulted obligations provided that, at
the time such policies are purchased, the amowdisfpr such policies are reasonable, customarycandistent with the reasonable
expectation that the issuer of the bonds, rathar the insurer, will pay debt service on the boadst

(4) Any proceeds paid under individual policiesadbéd by issuers of Bonds which represent maturitegest on defaulted Bonds held by



Trustee will be excludable from Federal gross inedinand to the same extent as, such interestdvoaNe been excludable if paid in the
normal course by the issuer of the defaulted Bgmdsided that, at the time such policies are pwsetathe amounts paid for such policies
reasonable, customary and consistent with the ned® expectation that the issuer of the Bondbgrahan the insurer, will pay debt service
on the Bonds.

Sections 1288 and 1272 of the Code provide a congaeof rules governing the accrual of originalis discount. These rules provide that
original issue discount accrues either on the hEfsisconstant compound interest rate or ratabér tve term of the Bond, depending on the
date the Bond was issued. In addition, speciakraply if the purchase price of a Bond exceedstigénal issue price plus the amount of
original issue discount which would have previoustgrued based upon its issue price (its "adjussec price") to prior owners. If a Bond is
acquired with accrued interest, that portion ofithiee paid for the accrued interest is added édtdlx basis of the Bond. When this accrued
interest is received, it is treated as a returcapital and reduces the tax basis of the BondBlérd is purchased for a premium, the amou
the premium is added to the tax basis of the BBotd premium is amortized over the remaining tefrihe Bond, and the tax basis of the
Bond is reduced each tax year by the amount gbtéium amortized in that tax year. The applicatibthese rules will also vary depending
on the value of the Bond on the date a Unitholdguaes his Units and the price the Unitholder paysis Units. Unitholders should consult
with their tax advisers regarding these rules &ed application.

"The Revenue Reconciliation Act of 1993" (the "TRot") subjects tax-exempt bonds to the market distoules of the Code effective for
bonds purchased after April 30, 1993. In generakket discount is the amount (if any) by which steted redemption price at maturity
exceeds an investor's purchase price (except textieat that such difference, if any, is attriblgaio original issue discount not yet accrued),
subject to a statutory de minimis rule. Market distt can arise based on the price a Trust payBdods or the price a Unitholder pays for
or her Units. Under the Tax Act, accretion of madiscount is taxable as ordinary income; undesrdew the accretion had been treated as
capital gain. Market discount that accretes whilgwst holds a Bond would be recognized as ordiimagme by the Unitholders when
principal payments are received on the Bond, upde@ at redemption (including early redemptiam)ypon the sale or redemption of his or
her Units, unless a Unitholder elects to includekatdiscount in taxable income as it accrues. Mheket discount rules are complex and
Unitholders should consult their tax advisers rday these rules and their application.

In the case of certain corporations, the altereativnimum tax and the Superfund Tax for taxableyéaginning after December 31, 1986
depends upon the corporation's alternative minirtaxable income, which is the corporation's taxateme with certain adjustments. One
of the adjustment items used in computing the @édtieve minimum taxable income and the Superfund dfaxcorporation (other than an S
Corporation, Regulated Investment Company, Reat&shvestment Trust, REMIC or FASIT) is an amoenial to 75% of the excess of
such corporation's "adjusted current earnings" anmeamount equal to its alternative minimum taxaidéeme (before such adjustment item
and the alternative tax net operating loss dednyti®\djusted current earnings”includes all taxrepe interest, including interest on all of the
Bonds in the Fund. Under current Code provisiams Superfund Tax does not apply to tax years baggron or after January 1, 1996.
Legislative proposals have been introduced whichl@/eeinstate the Superfund Tax. Under the prousiof Section 884 of the Code, a
branch profits tax is levied on the "effectivelyno@cted earnings and profits" of certain foreigrpooations which include tagxempt interes
such as interest on the Bonds in the Trust. Urdiénsl should consult their tax advisers with resfmetite particular tax consequences to them
including the corporate alternative minimum taxe Buperfund Tax and the branch profits tax impdseSection 884 of the Code.

Counsel for the Sponsor has also advised that UBeleion 265 of the Code, interest on indebtedimessred or continued to purchase or
carry Units of a Trust is not deductible for Fed@raome tax purposes. The Internal Revenue Sehasetaken the position that such
indebtedness need not be directly traceable tpuhehase or carrying of Units (however, these rglserally do not apply to interest paid on
indebtedness incurred to purchase or improve apatsesidence). Also, under Section 265 of theeCodrtain financial institutions that
acquire Units would generally not be able to dedungt of the interest expense attributable to owriprsf such Units. Legislative proposals
have been made that would extend the financiatutisin rules to certain other corporations, inéhglsecurities dealers and other financial
intermediaries. Investors with questions regardivege issues should consult their tax advisers.

In the case of certain of the Bonds in the Funel apinions of bond counsel indicate that interesswwch Bonds received by a "substantial
user" of the facilities being financed with the peeds of these Bonds, or persons related theotpefiods while such Bonds are held by
such a user or related person, will not be exclleditbom Federal gross income, although interesfwarh Bonds received by others would be
excludable from Federal gross income. "Substansial” and "related person” are defined under tree@md U.S. Treasury Regulations. Any
person who believes that he or she may be a "sub#taser” or a "related person" as so definedikhoontact his or her tax adviser.

In the opinion of special counsel to the Fund femNY ork tax matters, under existing law, the Fund aach Trust are not associations
taxable as corporations and the income of each Willde treated as the income of the Unitholdemsler the income tax laws of the State
City of New York.

All statements of law in the Prospectus concereixgusion from gross income for Federal, statetbeotax purposes are the opinions of
counsel and are to be so construed.

At the respective times of issuance of the Bongdajions relating to the validity thereof and to thelusion of interest thereon from Federal
gross income are rendered by bond counsel to #pective issuing authorities. Neither the SponsorGhapman and Cutler has made any
special review for the Fund of the proceedingstirgleto the issuance of the Bonds or of the basisdich opinions.

The Taxpayer Relief Act of 1997 (the "1997 Act"ppides that for taxpayers other than corporatioes capital gain (which is defined as net
long-term capital gain over net short term capital fosshe taxable year) is subject to a maximum mreaigstated tax rate of either 28%, 2



or 20%, depending upon the holding periods of Hygtal assets and on whether the gain is "unreoaghsection 1250 gain." Capital gain or
loss is long-term if the holding period for theetsis more than one year, and is shiertn if the holding period for the asset is onerywdess
The date on which a Unit is acquired (i.e., thad#& date") is excluded for purposes for determittiegholding period of the Unit. Generally,
capital gains realized from assets held for moam thne year but not more than 18 months are ted@dnaximum marginal stated tax rate of
28% and capital gains relized from assets (withag®exclusions) held for more than 18 months axed at a maximum marginal stated tax
rate of 20% (10% in the case of certain taxpayethe lowest tax bracket). Capital gain realizexhfrassets held more than 18 months that is
considered unrecaptured section 1250 gain is takadnaximum marginal stated tax rate of 25%. Furttapital gains realized from assets
held for one year or less are taxed at the saras &stordinary income. Legislation is currentlydgieg that provides the appropriate
methodology that should be applied in netting tredized capital gains and losses. Such legislaipnoposed to be effective retroactively for
tax years ending after May 6, 1997. The InternaldRee Services has released preliminary guidandgehvpinovides that, in general, pass-
through entities such as the Trusts may desighate ¢apital gains dividends as either a 20% rate distribution, an unrecaptured section
1250 gain distribution, or a 28% rate gain disttid, depending on the nature of the gain recebyethe pass-through entity. Unitholders
should consult their own tax advisors as to therde applicable to capital gain dividends. Notmdhat legislation has passed under which
net capital gain realized from property (with certexclusions) held for more than one year (rathan more than 18 months) would be taxed
at the maximum marginal stated tax rate of 20% (I@%ertain taxpayers) provided by the 1997 Acictslegislation is effective
retroactively for amounts properly taken into aatoon or after January 1, 1988.

For purposes of computing the alternative minimarfor individuals and corporations and the Supelfiiax (to the extent applicable) for
corporations, interest on certain private actibipynds (which includes most industrial and housexg@nue bonds) issued on or after August 8,
1996 is included as an item of tax preference. fixas otherwise noted in Prospectus Part I, thet¥mo not include any such private acti
bonds issued on or after that date.

In addition, please note that capital gains mayelsbaracterized as ordinary income in the caseméin financial transactions that are
considered "conversion transactions" effectivetfansactions entered into after April 30, 1993.tblolders should consult their tax advisers
regarding the potential effect of this provisiontheir investment in Units.

Section 86 of the Code provides that 50% of Sd®éadurity benefits are includable in gross incomtingoextent that the sum of "modified
adjusted gross income" plus 50% of the Social Siydoenefits received exceeds a "base amount".bBlse amount is $25,000 for unmarried
taxpayers, $32,000 for married taxpayers filingiatjreturn and zero for married taxpayers who doliwe apart at all times during the
taxable year and who file separate returns. Madlifidjusted gross income is adjusted gross incoiteerdimed without regard to certain
otherwise allowable deductions and exclusions fgnass income and by including tax-exempt intefEstthe extent that Social Security
benefits are includable in gross income, they bdlitreated as any other item of gross income.

In addition, under the Tax Act, for taxable yeaegibning after December 31, 1993, up to 85% of @&@ecurity benefits are includable in
gross income to the extent that the sum of "modiéidjusted gross income" plus 50% of Social Secbenefits received exceeds an
"adjusted base amount." The adjusted base amo#i8#i900 for unmarried taxpayers, $44,000 for redrtaxpayers filing a joint return, and
zero for married taxpayers who do not live apaglktimes during the taxable year and who filessafe returns.

Although tax-exempt interest is included in modifedjusted gross income solely for the purposestdrehining what portion, if any, of
Social Security benefits will be included in grassome, no tax-exempt interest, including that nese from a Trust, will be subject to tax. A
taxpayer whose adjusted gross income already est¢bedase amount or the adjusted base amounimaluste 50% or 85%, respectively,
his Social Security benefits in gross income whetheot he receives any tax-exempt interest. ppager whose modified adjusted gross
income (after inclusion of tax-exempt interest) sloet exceed the base amount need not include @igl Security benefits in gross income.

Ownership of the Units may result in collateraldesl income tax consequences to certain taxpaiyetading, without limitation,
corporations subject to either the environmentabtathe branch profits tax, financial institutiorertain insurance companies, certain S
corporations, individual recipients of Social Sétyuor Railroad Retirement benefits and taxpayehns way be deemed to have incurred (or
continued) indebtedness to purchase or carry tarpk obligations. Prospective investors should gbtiseir tax advisors as to the
applicability of any collateral consequences.

For a discussion of the state tax status of incearaed on Units of a Trust, see "State Trust Ré&ltdfs and Tax Status”. Except as noted
therein, the exemption of interest on state andllobligations for Federal income tax purposesutised above does not necessarily result in
exemption under the income or other tax laws ofgtaje or city. The laws of the several states watly respect to the taxation of such
obligations.

STATE TRUST RISK FACTORS AND TAX STATUS

Alabama Risk Factors. The financial condition af Btate of Alabama is affected by various natioeednomic, social and environmental
policies and conditions. Additionally, Constitutelrand statutory limitations imposed on the Staie its local governments concerning taxes,
bond indebtedness and other matters may constmirevenue-generating capacity of the State adcdéd governments and, therefore, the
ability of the issuers of the Bonds to satisfy thabligations.

The economic vitality of the State and its varioagions and, therefore, the ability of the Stateé igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The State's eadiorizase is diversified, consisting of manufactgrimining, oil and gas production a



service industries, supplemented by rural areds sdtective commercial agriculture. Alabama hasmadrowth rate in civilian labor. Income
growth has also slowed in Alabama and is lower therlJ.S. average. The Alabama economy grows latgesrate than the national
economy.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service orolifigations.

The State of Alabama currently maintains a "AA" dAd" bond rating from Standard & Poor's and Mosdyéspectively, on its general
obligation indebtedness.

Further information concerning Alabama risk factoray be obtained upon request to the Sponsor asilded in "Additional Information®.

Tax Status. At the time of the closing for eachb&iaa Trust, Special Counsel to the Fund for Alabtaranatters rendered an opinion under
then existing Alabama income tax law applicabléat@ayers whose income is subject to Alabama inc@xegtion substantially to the effect
that: In the opinion of special counsel to the FtordAlabama tax matters, under existing Alabantmme tax law applicable to taxpayers
whose income is subject to Alabama income taxation:

The Alabama Trust is not taxable as a corporatopfirposes of the Alabama income tax.
Income of the Alabama Trust, to the extent it isatde, will be taxable to the Unitholders, not tiabama Trust.

Each Unitholder's distributive share of the Alabamast's net income will be treated as the incofrth@ Unitholder for purposes of the
Alabama income tax.

Interest on obligations held by the Alabama Trulstolv is exempt from the Alabama income tax wilbietits tax-exempt character when the
distributive share thereof is distributed or deemiistiibuted to each Unitholder.

Any proceeds paid to the Alabama Trust under inmggolicies issued to the Sponsor or under indaligholicies obtained by the Sponsor,
the issuer or underwriter of the respective obiayeg which represent maturing interest on defautteldyations held by the Trustee will be
exempt from Alabama income tax if and to the sarterg as such interest would be exempt from sucbst# paid directly by the issuer of
such obligations.

Each Unitholder will, for purposes of the Alabamaame tax, treat his distributive share of gaimdized upon the sale or other disposition of
the Bonds held by the Alabama Trust as though thredB were sold or disposed of directly by the Widbrs.

Gains realized on the sale or redemption of Unjt&lbitholders, who are subject to the Alabama inedax, will be includable in the
Alabama income of such Unitholders.

Arizona Risk Factors. The financial condition o tBtate of Arizona is affected by various natioeahnomic, social and environmental
policies and conditions. Additionally, Constitutadrand statutory limitations imposed on the Staie iés local governments concerning taxes,
bond indebtedness and other matters may conshairevenue-generating capacity of the State andd#é governments and, therefore, the
ability of the issuers of the Bonds to satisfy thakiligations. Historically, the State has expet&hsignificant revenue shortfalls.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The economyeftiate continues to be dependent on servicesstoand manufacturing. These sectors
tend to be cyclical. Commercial and residential estate markets, which experienced depressiomigdvacancy rates in the early 1980s
early 1990s, have recovered and are growing stiéet).Arizona has experienced rapid declines inrtfad estate markets after reaching
peaks. Such declines may occur in the future.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service orolifigations.

Further information concerning Arizona risk factamay be obtained upon request to the Sponsor asilted in "Additional Information”.

Tax Status. At the time of the closing for eachzAria Trust, Special Counsel to the Fund for Arizaxamatters rendered an opinion under
then existing Arizona income tax law applicabléa®payers whose income is subject to Arizona inctaration substantially to the effect
that: The assets of the Trust will consist of iagtfbearing obligations issued by or on behalhef$tate of Arizona (the "State"), its political
subdivisions and authorities (the "Arizona Bonda1)l certain bonds issued by Puerto Rico authofities"Possession Bonds") (collectively
the Arizona Bonds and Possession Bonds shall bereeffto herein as the "Bonds"), provided the @deon such Bonds received by the Trust
is exempt from State income taxes.

Neither the Sponsor nor its counsel have indepahdexamined the Bonds to be deposited in and imelde Trust. However, although |
opinion is expressed herein regarding such maitdéssassumed that: (i) the Bonds were validlyes, (i) the interest thereon is excludable
from gross income for federal income tax purposeb(éi) interest on the Bonds, if received dirgdily a Unitholder would be exempt from
the Arizona income tax (the "Arizona Income TaX\je have assumed that at the respective timesunsg of the Bonds, opinions relat



to the validity thereof and to the exemption o&netst thereon from Federal income tax were rendgrdzbnd counsel to the respective iss
authorities. In addition, with respect to the ArizoBonds, bond counsel to the issuing authoriadered opinions that the interest on the
Bonds is exempt from the Arizona Income Tax. Neaithe Sponsor nor its counsel has made any revaethé Trust of the proceedings
relating to the issuance of the Bonds or of theddasr the opinions rendered in connection thefewit

In the opinion of counsel to the Sponsor, undesteg law:

For Arizona income tax purposes, each Unitholddirhvei treated as the owner of a pro rata portiothefArizona Trust, and the income of the
Arizona Trust therefore will be treated as the meoof the Unitholder under State law.

For Arizona income tax purposes, interest on thed8avhich is excludable from Federal gross incontevahich is exempt from Arizona
income taxes when received by the Arizona Trugt,vahich would be excludable from Federal gross ime@nd exempt from Arizona
income taxes if received directly by a Unitholdeil] retain its status as tax-exempt interest wheseived by the Arizona Trust and
distributed to the Unitholders.

To the extent that interest derived from the Aradmust by a Unitholder with respect to the Ariz&wnds is excludable from Federal gross
income, such interest will not be subject to Arizancome taxes.

Interest on the Possession Bonds which is excledatin gross income for federal tax purposes aedésnpt from state and local taxation
pursuant to federal law when received by the Arizdrust will be exempt from Arizona income taxatamd therefore will not be includable
in the income of the Unitholders for income taxgmses when distributed by the Arizona Trust andived by the Unitholders.

Each Unitholder will receive taxable gain or loss Arizona income tax purposes when Bonds heltiénArizona Trust are sold, exchanged,
redeemed or paid at maturity, or when the Unithotddeems or sells Units, at a price that diffeosnf original cost as adjusted for
amortization of Bond discount or premium and othesis adjustments, including any basis reductiahrtray be required to reflect a
Unitholder's share of interest, if any, accruingBamds during the interval between the Unitholdeellement date and the date such Bonds
are delivered to the Arizona Trust, if later.

Amounts paid by the Insurer under an insurancepali policies issued to the Trust, if any, witlspect to the Bonds in the Trust which
represent maturing interest on defaulted Bonds Iglithe Trustee will be exempt from State incomxesaf, and to the same extent as, such
interest would have been so exempt if paid by $kadr of the defaulted Bonds provided that, atithe such policies are purchased, the
amounts paid for such policies are reasonablepmesty and consistent with the reasonable expent#iat the issuer of the Bonds, rather
than the insurer, will pay debt service on the Bond

Arizona law does not permit a deduction for intepesd or incurred on indebtedness incurred orinart to purchase or carry Units in the
Arizona Trust, the interest on which is exempt frAnzona income taxes.

Neither the Bonds nor the Units will be subjecAtizona property taxes, sales tax or use

Counsel to the Sponsor has expressed no opinitnrespect to taxation under any other provisioArifona law. Ownership of the Units
may result in collateral Arizona tax consequenoesettain taxpayers. Prospective investors shouhdwlt their tax advisors as to the
applicability of any such collateral consequences.

Arkansas Risk Factors. The financial conditionhsf State of Arkansas is affected by various natj@t@nomic, social and environmental
policies and conditions. Additionally, Constitutadrand statutory limitations imposed on the Staie its local governments concerning taxes,
bond indebtedness and other matters may conshairevenue-generating capacity of the State andd#é governments and, therefore, the
ability of the issuers of the Bonds to satisfy thaligations.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. During the pagtsl decades, Arkansas's economic base hagidindfte agriculture to light
manufacturing. Agriculture has traditionally beemajor component of Arkansas's economy, but tadme from this sector continues to
decrease. The services sector is growing rapidirkansas. Although the economy is more diversjfitkansas is still subject to shifts in its
economy.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service orolifigations.

The State of Arkansas currently maintains a "AAd 8Aa3" bond rating from Standard & Poor's and Mgedrespectively, on its general
obligation indebtedness.

Further information concerning Arkansas risk fastoray be obtained upon request to the Sponsorsasiloled in "Additional Information”.
Tax Status. At the time of the closing for eachar&as Trust, Special Counsel to each Arkansas finustkansas tax matters rendered an
opinion under then existing Arkansas income taxag@plicable to taxpayers whose income is subjedrkansas income taxatic



substantially to the effect that: The Arkansas Tisisot an association taxable as a corporatiatlwrwise for purposes of Arkansas income
taxation; Each Arkansas Unitholder will be treatsdhe owner of a pro rata portion of the Arkangast for Arkansas income tax purposes,
and will have a taxable event when the ArkansastTdisposes of a Bond or when the Unitholder sekshanges, redeems or otherwise
disposes of his Units; Any gains realized uponsile, exchange, maturity, redemption or other disjpm of Bonds held by the Arkansas
Trust resulting in the distribution of income tok&nsas Unitholders will be subject to Arkansas imedaxation to the extent that such incc
would be subject to Arkansas income taxation ifBlo@ds were held, sold, exchanged, redeemed ornvateedisposed of by the Arkansas
Unitholders; and Interest on Bonds, issued by thgeSf Arkansas, or by or on behalf of politicabdivisions, thereof, that would be exempt
from Federal income taxation when paid directlamoArkansas Unitholder will be exempt from Arkansa®me taxation when received by
the Arkansas Trust and attributed to such Arkakbatholder and when distributed to such Arkansaghdider.

California Risk Factors. The financial conditiontbé State of California is affected by variousoral, economic, social and environmental
policies and conditions. Additionally, limitatioirmposed by constitutional amendments, legislatieasares, or voter initiatives on the State
and its local governments concerning taxes, boddlitedness and other matters may constrain theuesgenerating capacity of the State
and its local governments and, therefore, thetgtfi the issuers of the Bonds to satisfy theiigdtions. The State faces a structural
imbalance in its budget with the largest prograoppsrted by the General Fund (education, healtlfaveeand corrections) growing at rates
higher than the growth rates for the principal rexesources of the General Fund.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors, such as natizasters, complications with exports and indusésedulation. The California economy
continues to show weakness in manufacturing, pdatity aerospace as well as in the telephone, camwations and public utility industries.
California's population increase has resultedaffitr congestion, school overcrowding and high lggosts which have caused an increase
in demand for government services and which mayeeduture economic growth.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service oroliigations. On December 7, 1994, Orange Coundjif@nia, together with its pooled
investment fund (the "Pooled Fund") filed for piiten under Chapter 9 of the federal Bankruptcy €€ddany governmental entities kept
moneys in the Pooled Fund.

All outstanding general obligation bonds of thet&tre rated "A+" by Standard and Poor's and "AlMoody's.

Further information concerning California risk fact may be obtained upon request to the Sponstesasibed in "Additional Information”.
Tax Status. At the time of the closing for eachifGalia Trust, the respective counsel to the Catifa Trusts rendered an opinion under then
existing California income tax law applicable tagayers whose income was subject to Californianmedaxation substantially to the effect
that: We have examined the income tax laws of taee®f California to determine its applicabilitythe California Trust and the holders of
Units in the California Trust who are full-time f@snts of the State of California ("California Umilders"). The assets of the California Trust
will consist of bonds issued by the State of Cafifa or a local government of California (the "@adhia Bonds") or by the Commonwealth
Puerto Rico or its authority (the "Possession Btn@®llectively, the "Bonds"). For purposes of fialowing opinions, it is assumed that
each asset of the California Trust is debt, theregt on which is excluded from gross income fdefal income tax purposes.

Neither the Sponsor nor its counsel have indepeahdexamined the Bonds to be deposited in and imelde California Trust. Howeve
although counsel to the Sponsor expresses no opivith respect to the issuance of the Bonds, idegng its opinion expressed herein, it
assumed that: (i) the Bonds were validly issuaplti{e interest thereon is excludable from groseine for federal income tax purposes; and
(iii) interest on the Bonds, if received directly & California Unitholder, would be exempt from theome tax imposed by the State of
California that is applicable to individuals, treistnd estates (the "California Personal Income )T a@xiis opinion does not address the taxe
of persons other than full time residents of Catifa. We have assumed that, at the respective tifissuance of the Bonds, opinions that
Bonds were validly issued and that interest orBthieds is excluded from gross income for Federadnme tax purposes were rendered by
bond counsel to the respective issuing authorilieaddition, we have assumed that, with respetitédCalifornia Bonds, bond counsel to the
issuing authorities rendered opinions that ther@stieon the California Bonds is exempt from thefGaiia Personal Income Tax and, with
respect to the Possession Bonds, bond counses isshing authorities rendered opinions that thes@ssion Bonds and the interest thereon is
exempt from all state and local income taxationitie the Sponsor nor its counsel has made angwefar the California Trust of the
proceedings relating to the issuance of the Bonds the bases for the opinions rendered in conmectherewith.

Based upon the foregoing, and upon an investigatiGuch matters of law as we considered to beiegigée, we are of the opinion that, un
existing provisions of the law of the State of @aliia as of the date hereof:

1. The California Trust is not an association td&as a corporation for purposes of the CalifoBaak and Corporation Tax Law, and each
California Unitholder will be treated as the owéi pro rata portion of the California Trust, ahd income of such portion of the California
Trust will be treated as the income of the Califardnitholders under the California Personal Incdrag.

2. Interest on the Bonds which is exempt from tasar the California Personal Income Tax when rexklyy the California Trust and which
would be excludable from California taxable incofmepurposes of the California Personal Income ifasceived directly by a California
Unitholder, will be excludable from California tda income for purposes of the California Persémebme Tax when received by the
California Trust and distributed to a Californiaitholder.

3. Each California Unitholder of the California Btwvill generally recognize gain or loss for Califia Personal Income Tax purposes if



Trustee disposes of a Bond (whether by redempsialie, or otherwise) or when the California Unitholteleems or sells Units of the
California Trust, to the extent that such a tratieaaesults in a recognized gain or loss to sualif@nia Unitholder for federal income tax
purposes. However, there are certain differenctgdsn the recognition of gain or loss for fedenalbbme tax purposes and for California
Personal Income Tax purposes, and California Utddrs are advised to consult their own tax advisbax basis reduction requirements
relating to amortization of bond premium may, unsteme circumstances, result in a California Unilkeolrealizing taxable gain for Califort
Personal Income Tax purposes when a Unit is sotddgemed for an amount equal to or less thamigsal cost.

4. Under the California Personal Income Tax, irgeos indebtedness incurred or continued by a @alé Unitholder to purchase Units in
California Trust is not deductible for purposeghs California Personal Income Tax.

This opinion relates only to California Unitholdesbject to the California Personal Income Tax.dgimion is expressed with respect to the
taxation of California Unitholders subject to thalifrnia Bank and Corporation Tax Law and suchiféalia Unitholders are advised to
consult their own tax advisors. Please note, howelrat interest on the underlying Bonds attributed California Unitholder that is subject
to the California Bank and Corporation Tax Law ni&yincludable in its gross income for purposesatéamining its California franchise te
We have not examined any of the Bonds to be degabaitd held in the California Trust or the procegslifor the issuance thereof or the
opinions of bond counsel with respect thereto,wwadxpress no opinion with respect to taxation uaag other provisions of the California
law. Ownership of the Units may result in collateZalifornia tax consequences to certain taxpay@msspective investors should consult t
tax advisors as to the applicability of any suchateral consequences.

Colorado Risk Factors. The financial conditionttd State of Colorado is affected by various nati@@nomic, social and environmental
policies and conditions. Additionally, Constitutelrand statutory limitations imposed on the Stai its local governments concerning taxes,
bond indebtedness and other matters may const@irevenue-generating capacity of the State andcdéd governments and, therefore, the
ability of the issuers of the Bonds to satisfy thakiligations. Colorado has an expenditure limitativhich it breached in fiscal year 1997.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The economyeoftiate continues to be dependent on servicegaaa with construction reporting large
gains in recent years. These sectors tend to biealydapid job growth has kept unemployment Id\Were is no guarantee that such
conditions will continue.

The State is a party to numerous lawsuits in whitladverse final decision could materially affbéet State's governmental operations and
consequently its ability to pay debt service orolifigations.

Further information concerning Colorado risk fastaray be obtained upon request to the Sponsorsasilled in "Additional Information”.
Tax Status. At the time of the closing for eachdZadlo Trust, counsel to the Fund for Colorado taxtens rendered an opinion under then
existing Colorado income tax law applicable to &ygrs whose income is subject to Colorado incomxaitan substantially to the effect that:

The assets of the Colorado Trust will consist tériest-bearing obligations issued by or on behati® State of Colorado ("Colorado”) or
counties, municipalities, authorities or politisalbdivisions thereof (the "Colorado Bonds") or by Commonwealth of Puerto Rico (the
"Puerto Rico Bonds") (collectively, the "Bonds"gtterest on which is expected to qualify as extengon Colorado income taxes.

Neither the Sponsor nor its counsel have indepahdexamined the Bonds to be deposited in and imefde Trust. However, althoug

counsel to the Fund expresses no opinion with #gpehe issuance of the Bonds, in renderingpision expressed herein, it has assumed
that: (i) opinions relating to the validity thereanfid to the exemption of interest thereon from Fedacome tax were rendered by bond
counsel to the respective issuing authoritiesw(ith respect to the Colorado Bonds, bond courts#ie issuing authorities rendered opinions
as to the exemption of interest from the incomeitgosed by the State of Colorado that is appleablindividuals and corporations (the
"State Income Tax") and, (iii) with respect to f@ssession Bonds, bond counsel to the issuingrtigkaendered opinions as to the
exemption from all state and local income taxatbthe Possession Bonds and the interest theregithdd the Sponsor nor its counsel has
made any review for the Colorado Trust of the pediéegs relating to the issuance of the Bonds dh@bases for the opinions rendered in
connection therewith. This opinion does not addtiesgaxation of persons other than full time resid of Colorado.

In the opinion of counsel to the Fund, under exgtColorado law: Because Colorado income tax lalpased upon the Federal law, the
Colorado Trust is not an association taxable awpocation for purposes of Colorado income taxation

With respect to Colorado Unitholders, in view of ttelationship between Federal and Colorado taxpatations described above:

Each Colorado Unitholder will be treated as owrangro rata share of each asset of the Coloradd fimu€olorado income tax purposes in
the proportion that the number of Units of suchstheld by the Unitholder bears to the total nundferutstanding Units of the Colorado
Trust, and the income of the Colorado Trust widlréifore be treated as the income of each Coloranitbhddder under Colorado law in the
proportion described and an item of income of tdo@do Trust will have the same character in threds of a Colorado Unitholder as it
would have in the hands of the Trustee;

Interest on Colorado Bonds that would not be inghid in income for Colorado income tax purposesmwtead directly to a Colorado
Unitholder will be exempt from Colorado income thaa when received by the Colorado Trust and aittal to such Colorado Unitholder
and when distributed to such Colorado Unithol



To the extent that interest income derived fromGlodorado Trust by a Unitholder with respect to fu®ico Bonds is exempt from state
taxes pursuant to 48 U.S.C. 745, such interestnoetlbe subject to the Colorado State Income Tax.

Any proceeds paid under an insurance policy orcpsiissued to the Colorado Trust with respedi¢oBonds in the Colorado Trust which
represent maturing interest on defaulted Bonds Ibglithe Trustee will be excludable from Coloradfuated gross income if, and to the same
extent as, such interest is so excludable for fddecome tax purposes if paid in he normal colséhe issuer notwithstanding that the
source of payment is from insurance proceeds pealvitlat, at the time such policies are purchasedamounts paid for such policies are
reasonable, customary and consistent with the nedd® expectation that the issuer of the Bondierahan the insurer, will pay debt service
on the Bonds.

Each Colorado Unitholder will realize taxable gairloss when the Colorado Trust disposes of a Raether by sale, exchange,
redemption, or payment at maturity) or when theo€ado Unitholder redeems or sells Units at a pheg differs from original cost as
adjusted for amortization of bond discount or premiand other basis adjustments (including any braslisction that may be required to
reflect a Colorado Unitholder's share of interdstny, accruing on Bonds during the interval beswé¢he Colorado Unitholder's settlement
date and the date such Bonds are delivered todlwatio Trust, if later); Tax basis reduction reqmients relating to amortization of bond
premium may, under some circumstances, result lar@do Unitholders realizing taxable gain when tthéiits are sold or redeemed for an
amount equal to or less than their original costt a

If interest on indebtedness incurred or continugd Kolorado Unitholder to purchase Units in théo€ado Trust is not deductible for federal
income tax purposes, it also will be non-deductfbteColorado income tax purposes.

Unitholders should be aware that all tax-exempgrandt, including their share of interest on the @dopaid to the Colorado Trust, is taken into
account for purposes of determining eligibility foe Colorado Property Tax/Rent/Heat Rebate.

Counsel to the Fund has expressed no opinion e#pect to taxation under any other provision ob@uao law. Ownership of the Units may
result in collateral Colorado tax consequence®ttai taxpayers. Prospective investors shouldudbtieeir tax advisors as to the applicabi
of any such collateral consequences.

Connecticut Risk Factors. The financial conditidrihe State of Connecticut is affected by varioaanal, economic, social and
environmental policies and conditions. AdditionalBonstitutional and statutory limitations imposedthe State and its local governments
concerning taxes, bond indebtedness and othernsatiey constrain the revenue-generating capacitiyeoState and its local governments
and, therefore, the ability of the issuers of tleaés to satisfy their obligations.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The State's eaiorizase is diversified, consisting of manufactgriconstruction and service industries,
supplemented by rural areas with selective commakagjriculture. The State has a relatively high evidpor market which has resulted in the
State's business sector becoming more vulneralglenpetitive pressures.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service orolifigations.

The State of Connecticut currently maintains a "AAAa3" and "AA" bond rating from Standard & ParMoody's and Fitch IBCA, Inc.
(formerly Fitch Investors Service, L.P.), respeelyy on its general obligation indebtedness. Furithfermation concerning Connecticut risk
factors may be obtained upon request to the Sp@ssdescribed in "Additional Information” . Tax ®i& At the time of the closing for each
Connecticut Trust, special counsel to the FundCfmnnecticut tax matters rendered an opinion urftar existing Connecticut income tax law
applicable to taxpayers whose income is subje€ionecticut income taxation substantially to tHfeafthat: The assets of the Connecticut
Trust will consist of obligations (the "Bonds");rtan of the Bonds have been issued by or on belfidife State of Connecticut or its political
subdivisions or other public instrumentalitieststar local authorities, districts, or similar piahéntities created under the laws of the State of
Connecticut ("Connecticut Bonds") and the balarfab@® Bonds have been issued by or on behalf dientlassified for the relevant
purposes as territories or possessions of the tl&itates, including one or more of Puerto Rico,@uar the Virgin Islands, the interest on
the obligations of which Federal law would prohiBitnnecticut from taxing if received directly byetbnitholders. Certain Connecticut
Bonds in the Connecticut Trust were issued prigh&éoenactment of the Connecticut income tax orCitvenecticut taxable income of
individuals, trusts, and estates (the "Connecticctme Tax"); therefore, bond counsel to the issoéisuch Bonds did not opine as to the
exemption of the interest on such Bonds from saghilowever, the Sponsor and special counsel tathsts for Connecticut tax matters
believe that such interest will be so exempt. kdepn Bonds in the Connecticut Trust issued bgradsuers, if any, is, in the opinion of bc
counsel to such issuers, exempt from state taxation

Generally, a Unitholder recognizes gain or lossplamposes of the Connecticut Income Tax to the saxtent as the Unitholder recognizes
gain or loss for Federal income tax purposes. @rdinthis would mean that gain or loss would beognized by a Unitholder upon the
maturity, redemption, sale, or other dispositiorthey Connecticut Trust of a Bond held by it, or mploe redemption, sale or other disposition
of a Unit of the Connecticut Trust held by the Boider. However, gains and losses from the saéxcdnange of Connecticut Bonds held as
capital assets are not taken into account for mapof this tax. Regulations indicate that this mbuld apply to gain or loss recognized by a
Unitholder holding a Unit of the Connecticut Trasta capital asset upon the maturity, redemptada, sr other disposition of a Connecticut
Bond held by the Connecticut Trust. However, itd clear whether this rule would also apply, te ¢éxtent attributable to Connecticut Bol
held by the Connecticut Trust, to gain or loss geized by a Unitholder upon the redemption, sal@tloer disposition of a Unit of tt



Connecticut Trust held by the Unitholder. Unithoklare urged to consult their own tax advisors eomiag these matters.

In the opinion of special counsel to the Fund fonfecticut tax matters, which relies explicitly tve opinion of counsel to the Sponsor
regarding Federal income tax matters, under exjsfionnecticut law:

The Connecticut Trust is not liable for any taxasrmeasured by net income imposed by the Stat@ohécticut.

Interest income of the Connecticut Trust from a @@sued by or on behalf of the State of Connettany political subdivision thereof, or
public instrumentality, state or local authoritystdct, or similar public entity created under {aes of the State of Connecticut (a
"Connecticut Bond"), or from a Bond issued by Uditates territories or possessions the interesthich Federal law would prohibit
Connecticut from taxing if received directly by aitholder from the issuer thereof, is not taxabider the Connecticut tax on the
Connecticut taxable income of individuals, trusisd estates (the "Connecticut Income Tax"), whgnsaich interest is received by the
Connecticut Trust or distributed by it to such atbiolder.

Insurance proceeds received by the Connecticut Tepsesenting maturing interest on defaulted Bdredd by the Connecticut Trust are not
taxable under the Connecticut Income Tax if, anthéosame extent as, such interest would not tabtaxhereunder if paid directly to the
Connecticut Trust by the issuer of such Bonds.

Gains and losses recognized by a Unitholder foeFa@dncome tax purposes upon the maturity, rediempsale, or other disposition by the
Connecticut Trust of a Bond held by the Connecfiquist or upon the redemption, sale, or other digjpm of a Unit of the Connecticut Trust
held by a Unitholder are taken into account asgairiosses, respectively, for purposes of the €otitut Income Tax, except that, in the ¢
of a Unitholder holding a Unit of the Connecticut$t as a capital asset, such gains and lossegniged upon the maturity, redemption, s
or exchange of a Connecticut Bond held by the Cotmé Trust are excluded from gains and lossesrtaito account for purposes of such
tax, and no opinion is expressed as to the treatfoepurposes of such tax of gains and lossegyrzed, to the extent attributable to
Connecticut Bonds, upon the redemption, sale,twradisposition by a Unitholder of a Unit of ther@ecticut Trust held by him. The portion
of any interest income or capital gain of the Cantiiceit Trust that is allocable to a Unitholder tigsubject to the Connecticut corporation
business tax is includable in the gross incomauoh $Jnitholder for purposes of such tax.

An interest in a Unit of the Connecticut Trust tlsabwned by or attributable to a Connecticut restdt the time of his death is includable in
his gross estate for purposes of the Connectiagession tax and the Connecticut estate tax.

Delaware Risk Factors. The financial conditionhsf State of Delaware is affected by various natj@@nomic, social and environmental
policies and conditions. Additionally, Constitutadrand statutory limitations imposed on the Staie is local governments concerning taxes,
bond indebtedness and other matters may const@irevenue-generating capacity of the State andcdéd governments and, therefore, the
ability of the issuers of the Bonds to satisfy thabligations.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. Delaware's ecgriisiominated by the chemical and automotive itviess Manufacturing, services and
trade are also a part of the economy, with agricalplaying a vital part. Delaware's economy issgam to shifts which may impact the
Bonds in Delaware portfolio.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service orolifigations.

The State of Delaware currently maintains a "AAfntddAal" bond rating from Standard & Poor's and Kligs, respectively, on its general
obligation indebtedness.

Further information concerning Delaware risk fastoray be obtained upon request to the Sponsorsasiloled in "Additional Information".
Tax Status. At the time of the closing for eachd®ealre Trust, Special Counsel to each Delaware Toufelaware tax matters rendered an
opinion under then existing Delaware income tax égplicable to taxpayers whose income is subjeBteaware income taxation
substantially to the effect that:

(1) Distributions of interest income to Unitholdéhsit would not be taxable if received directlydipelaware resident are not subject to
personal income tax under the Delaware personahiedax imposed by 30 Del. C. et seq.;

(2) Distributions of interest income to Unitholdevkich are estates or trusts that would not behiaxi@received directly by a Delaware
resident estate or trust are not subject to thegpet income tax imposed by 30 Del. C. et seq.;

(3) Distributions of interest income to Unitholdevkich are corporations that would not be taxabtelfelaware income tax purposes if
received directly by a corporation will not be =dijto the Delaware corporate income tax impose8Rel. C. 1 et seq.;

(4) To the extent that any gain or loss from tHe s&obligations held by the Fund or from the safl@ Unit by a Unitholder is includable or
deductible in the calculation of a resident induatk, estate's or trust's adjusted gross incomied@ral income tax purposes, any such ga



loss will be includable or deductible in the caltidn of taxable income for the purposes of Delawvasident personal income taxes;

(5) To the extent that any gain or loss from tHe s&obligations held by the Fund or from the safl@ Unit by a Unitholder is includable or
deductible in the calculation of taxable incomegdarposes of federal income tax imposed upon aocation, such gain or loss shall not be
includable or deductible in the calculation of taleaincome for purposes of the Delaware corporatere tax since gains or losses from the
sale or other disposition of securities issuedniayState of Delaware or political subdivisions #udrare not included in computing the taxe
income of a corporation for Delaware corporate inedax purposes.

(6) Any proceeds paid under insurance policieseidgo the Trustee or obtained by issuers or undtersrof the Bonds, the Sponsor, or ott
which represent interest on defaulted obligatiozld by the Trustee will be excludable from Delawaress income for individuals, trusts and
estates, or corporations, if, and to the same eatgrsuch proceeds would have been so excludaimeféderal income taxation;

(7) Interest income received by a Unitholder isexampt from the franchise tax imposed on bankngguaizations under 5 Del. C. et seq. and
the franchise tax imposed on building and loan @ases imposed under 5 Del. C. et seq.; and

(8) The Units are not exempt from Delaware inhadtg estate and gift tax.

Florida Risk Factors. The financial condition o tBtate of Florida is affected by various natioeagnomic, social and environmental

policies and conditions. Additionally, Constitutadrand statutory limitations imposed on the Staig is local governments concerning taxes,
bond indebtedness and other matters may consh@irevenue-generating capacity of the State andd#é governments and, therefore, the
ability of the issuers of the Bonds to satisfy ttrdiligations. The State Constitution and statutesdate that the State budget, as a whole, an
each separate fund within the State budget, beikdgatlance from currently available revenues dmcial year. Additionally, the State
Constitution prohibits issuance of State obligagitmfund State operations.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The State cosditmbe dependent on the construction and cotisinuelated manufacturing industries.
These industries tend to be highly cyclical andehe no assurance that Florida's rapid populajiomth, which drove these industries in the
past, will continue. Tourism is also one of thet&samost important industries. Because many iatemal travelers visit Florida, an increase
in the value of the U.S. dollar adversely affebis tndustry. Moreover, Florida could be impactgdboblems in the agricultural sector,
including crop failures, severe weather conditionsther agricultural-related problems, particylarith regard to the citrus and sugar
industries.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service orolifigations.

The State maintains a bond rating of Aa2 and AdmfiMoody's and Standard & Poor's, respectivelythermajority of its general obligation
bonds, although the rating of a particular serfe®eenue bonds relates primarily to the projeatility, or other revenue resource from which
such series derives funds for repayment. Furtterrimation concerning Florida risk factors may beéaified upon request to the Sponsor as
described in "Additional Information”. Tax Statudg.the time of the closing for each Florida Trusgunsel to each Florida Trust for Florida
tax matters rendered an opinion under then exigtlagda income tax law applicable to taxpayers séhincome is subject to Florida income
taxation substantially to the effect that: The Bomdére accompanied by opinions of Bond Counsdidadspective issuers thereof to the
effect that the Bonds were exempt from the Flondangibles tax. Neither the Sponsor nor its collhaee independently reviewed such
opinions or examined the Bonds to be depositedidhieeld by the Florida Trust and have assumeddhedaness as of the date of deposit of
the opinions of Bond Counsel.

"Non-Corporate Unitholder" means a Unitholder af florida Trust who is an individual not subjecthie Florida state income tax on
corporations under Chapter 220, Florida Statutes'@oerporate Unitholder" means a Unitholder of Eierida Trust that is a corporation,
bank or savings association or other entity suligeEdorida state income tax on corporations andtase tax imposed on banks or savings
associations under Chapter 200, Florida Statutes.

In the opinion of counsel to the Sponsor, undestég law: For Florida state income tax purposes,Rlorida Trust will not be subject to the
Florida income tax imposed by Chapter 220, FloBti&utes. Because Florida does not impose an intaxmen individuals, Non-Corporate
Unitholders residing in Florida will not be subjéctany Florida income taxation on income realibgdhe Florida Trust. Any amounts paic
the Florida Trust or to Non-Corporate Unitholdensler an insurance policy issued to the Florida floushe Sponsor which represent
maturing interest on defaulted obligations heldhsy Trustee will not be subject to the Florida imeotax imposed by Chapter 220, Florida
Statutes.

Corporate Unitholders with commercial domiciles-iorida will be subject to Florida income or fraisghtaxation on income realized by the
Florida Trust and on payments of interest purst@any insurance policy to the extent such incoorestitutes "non business income" as
defined by Chapter 220 or is otherwise allocablEltwida under Chapter 220. Other Corporate Unitérd will be subject to Florida income
or franchise taxation on income realized by theiBioTrust (or on payments of interest pursuarary insurance policy) only to the extent
that the income realized does not constitute "nasirtess income" as defined by Chapter 220 anctl sxcome is otherwise allocable to
Florida under Chapter 22



Units will be subject to Florida estate tax oniyhéld by Florida residents. However, the Floridatestax is limited to the amount of the credit
for state death taxes provided for in Section 26fithe Internal Revenue Code.

Neither the Bonds nor the Units will be subjecttte Florida ad valorem property tax, the Florid@amgible personal property tax or 1
Florida sales or use tax.

Counsel to the Sponsor has expressed no opinitnraspect to taxation under any other provisioRlofida law. Ownership of the Units m
result in collateral Florida tax consequences ttagetaxpayers. Prospective investors should dottseir tax advisors as to the applicability
of any such collateral consequences.

Georgia Risk Fators. The financial condition of State of Georgia is affected by various natioeehnomic, social and environmental
policies and conditions. Additionally, Constitutelrand statutory limitations imposed on the Staie its local governments concerning taxes,
bond indebtedness and other matters may const@irevenue-generating capacity of the State adcdéd governments and, therefore, the
ability of the issuers of the Bonds to satisfy thakiligations. Historically, the State has expet&hsignificant revenue shortfalls.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. Weather conditinay have a significant impact on Georgia's alitical sector. In the past, widespread
flooding in central and southern Georgia has caeséehsive damage and destruction of farmlandapgivesidences, businesses and loca
state government facilities.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service oroliigations. All outstanding general obligatiombs of the State are rated "AAA" by
Standard & Poor's and "Aaa" by Moody's.

Further information concerning Georgia risk factorgy be obtained upon request to the Sponsor asiloed in "Additional Information”.
Tax Status. At the time of the closing for each @&oTrust, Special Counsel to the Fund for Georakamatters rendered an opinion under
then existing Georgia income tax law applicabléatpayers whose income is subject to Georgia indaxegion substantially to the effect
that: The assets of the Trust will consist of iagtthearing obligations issued by or on behalhef$tate of Georgia or counties,
municipalities, authorities or political subdivis®thereof (the "Georgia Bonds") and certain bassised by Puerto Rico authorities (the
"Possession Bonds," and collectively with the GeoRpnds, the "Bonds").

Neither the Sponsor nor its counsel have indepahdexamined the Bonds to be deposited in and imefde Trust. However, although |
opinion is expressed herein regarding such maitdéssassumed that: (i) the Bonds were validlyes (i) the interest thereon is excludable
from gross income for federal income tax purposeb(di) interest on the Bonds, if received dirgdily a Unitholder would be exempt from
the Georgia income tax (the "Georgia Income TaWe. have assumed that, at the respective timeswdiice of the Bonds, opinions relating
to the validity thereof and to the exemption o&netst thereon from Federal income tax were rend@rdzbnd counsel to the respective iss
authorities. In addition, we have assumed that) vaspect to the Georgia Bonds, bond counsel tstuing authorities rendered opinions
interest on the Georgia Bonds is exempt from ther@e Income Tax and, with respect to the Posse®imds, bond counsel to the issuing
authorities rendered opinions that the Possessimi8and the interest thereon is exempt from alésind local income taxation. Neither the
Sponsor nor its counsel has made any review for thet of the proceedings relating to the issuaridbe Bonds or of the bases for the
opinions rendered in connection therewith.

In the opinion of counsel to the Sponsor, undestaxg Georgia law:

(1) For Georgia income tax purposes, the Georgiatlis not an association taxable as a corporadioth the income of the Georgia Trust will
be treated as the income of the Unitholders. Istaye the Georgia Bonds which is exempt from Geoigiome tax when received by the
Georgia Trust, and which would be exempt from Geoincome tax if received directly by a Unitholdetill retain its status as tax-exempt
interest when distributed by the Georgia Trust @uetived by the Unitholders. Interest on the PassedBonds which is excludable from
gross income for federal income tax purposes arddmpt from state and local taxation pursuanétiefal law when received by the Georgia
Trust will be exempt from Georgia income taxatiom aherefore will not be includable in the inconfghe Unitholder for Georgia income t
purposes when distributed by the Georgia Trustrandived by the Unitholders.

(2) If the Trustee disposes of a Bond (whetherdlg,sexchange, payment on maturity, retirementloeravise) or if a Unitholder redeems or
sells his Unit, the Unitholder will recognize gainloss for Georgia income tax purposes to the saxtent that gain or loss would be
recognized for federal income tax purposes (exicethte case of Bonds issued before March 11, 188¥ed with original issue discount
owned by the Georgia Trust in which case gain ss for Georgia income tax purposes may differ ftbenamount recognized for federal
income tax purposes because original issue disauatich Georgia Bonds may be determined by aggraid original issue discount on a
ratable basis). Due to the amortization of bondruen and other basis adjustments required by ttegrial Revenue Code, a Unitholder,
under some circumstances, may realize taxablevgaém his or her Units are sold or redeemed fomaouent less than or equal to their
original cost.

(3) Amounts paid under an insurance policy or pedigssued to the Georgia Trust, if any, with respe the Bonds in the Georgia Trust
which represent maturing interest on defaultedgalbions held by the Trustee will be exempt fronté&sbacome taxes if, and to the extent as,
such interest would have been so exempt if paithbyssuer of the defaulted obligations provideat,tht the time such policies are purcha
the amounts paid for such policies are reasonab&omary and consistent with the reasonable eafiectthat the issuer of the obligatio



rather than the insurer, will pay debt servicelmdbligations.
(4) Neither the Bonds nor the Units will be subjecGeorgia sales or use tax.

Counsel to the Sponsor has expressed no opinitnrespect to taxation under any other provisio@ebrgia law. Ownership of the Units
may result in collateral Georgia tax consequencegttain taxpayers. Prospective investors shoahdult their tax advisors as to the
applicability of any such collateral consequences.

Hawaii Risk Factors. The financial condition of tBtate of Hawaii is affected by various nationabmomic, social and environmental
policies and conditions. Additionally, Constitutadrand statutory limitations imposed on the Staig iés local governments concerning taxes,
bond indebtedness and other matters may consh@irevenue-generating capacity of the State andd#é governments and, therefore, the
ability of the issuers of the Bonds to satisfy thakiligations. Historically, the State has expet&hsignificant revenue shortfalls.

The economic vitality of the State and its varioagions and, therefore, the ability of the Stateé imlocal governments to satisfy the Bonds,
are affected by numerous factors. Hawaii's econbasystruggled for nearly eight years. Jobs ardragaity lost. Hawaii's tourism industry is
a major part of its economy. The State is attengptiinrestructure its commitment to the tourist sty to further its economy.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service orolifigations.

All outstanding general obligation bonds of thetStre rated "A+" by Standard & Poor's and "A1"™N\igody's.

Further information concerning Hawaii risk factonay be obtained upon request to the Sponsor aslugin "Additional Information”. Ta:
Status. At the time of the closing for each Hawaiist, Special Counsel to the Fund for Hawaii taatters rendered an opinion under then
existing Hawaii income tax law applicable to taxpesywhose income is subject to Hawaii income taxagubstantially to the effect that:

(1) The Hawaii Trust is not an association taxase corporation and each Unitholder of the Hawaist will be treated as the owner of a
pro rata portion of the Hawaii Trust, and the ineoafi such portion of the Hawaii Trust will thereddse treated as the income of the
Unitholder for Hawaii Income Tax purposes;

(2) Income on the Bonds which is exempt from thevbdialncome Tax when received by a Unitholder a&f Hhawaii Trust and which would
exempt from the Hawaii Income Tax if received dikgby a Unitholder, will retain its status as exgrfrom such tax when received by the
Hawaii Trust and distributed to such Unitholder;

(3) To the extent that interest on the Bonds, ¥, amincludable in the computation of "alternatim@imum taxable income" for federal
income tax purposes, such interest will also biidable in the computation of "alternative minimtamable income"for purposes of Hawa
corporate alternative minimum tax on corporations;

(4) Each Unitholder of the Hawaii Trust will recaga gain or loss for Hawaii Income Tax purposeabéf Trustee disposes of a Bond (whe
by redemption, sale or otherwise) or if the Unitleslredeems or sells Units of the Hawaii Trush®sdxtent that such a transaction results
recognized gain or loss to such Unitholder for fatlncome tax purposes;

(5) Tax cost reduction requirements relating to dination of bond premium may, under some circumsta, result in Unitholders realizing
taxable gain for Hawaii Income Tax purposes wheir thinits are sold or redeemed for an amount eigualt less than their original cost;

(6) Proceeds, if any, paid under individual inswepolicies obtained by issuers of Bonds or thestBeiwhich represent maturing interest on
defaulted obligations held by the Trustee will keledable from Hawaii net income if, and to the saemtent as, such interest would have
been so excludable if paid in the normal courséhbyissuer of the defaulted obligation provided,thtithe time such policies are purchased,
the amounts paid for such policies are reasonab&pmary and consistent with the reasonable eafectthat the issuer of the bonds, rather
than the insurer, will pay debt service on the tsp@ehd

(7) To the extent that interest derived from thevdi@ Trust by a Unitholder with respect to any Ressson Bonds is excludable from gross
income for federal income tax purposes pursuaagtt).S.C. Section 745, 48 U.S.C.

Section 1423a and 48 U.S.C. Section 1403, suctesttevill also not be subject to the Hawaii Incofa. It should be noted that interest
relating to Possession Bonds is subject to takérchse of certain banks and financial institutsuigject to the Hawaii's franchise tax and
corporations subject to Hawaii's corporate altéveaninimum tax.

We have not examined any of the Bonds to be degabaitd held in the Hawaii Trust or the proceedfogshe issuance thereof or the
opinions of bond counsel with respect thereto, thedefore express no opinion as to the exemptiom fBtate income taxes of interest on the
Bonds if received directly by a Unitholder.

Kansas Risk Factors. The financial condition of $hete of Kansas is affected by various natiore@nemic, social and environmental
policies and conditions. Additionally, Constitutedrand statutory limitations imposed on the Stai its local governments concerning ta>



bond indebtedness and other matters may conshairevenue-generating capacity of the State andd#é governments and, therefore, the
ability of the issuers of the Bonds to satisfy thaligations.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The Kansas ecpimoomposed of manufacturing, trade, servicesagmitulture. Severe weather
conditions could have a significant impact on tren&as economy. The slower pace of the nationaloacicrexpansion will dampen the
growth rate of the Kansas economy.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service orolifigations.

Although the State has no general obligation defing, it seeks an underlying rating on specifsuies of at least "AA-" from Standard &
Poor's and "A1" from Moody's.

Further information concerning Kansas risk factoesy be obtained upon request to the Sponsor asiliesddn "Additional Information”. Ta:
Status. At the time of the closing for each KanBasst, Special Counsel to each Kansas Trust foisEsutax matters, rendered an opinion
under then existing Kansas income tax law apple#bktaxpayers whose income is subject to Kansasria taxation, assuming interest on
the Bonds is excludable from gross income under

Section 103 of the Internal Revenue Code of 198@&naended, substantially to the effect that:

The Kansas Trust is not an association taxablecaspration for Kansas income tax purposes; Eadtholder of the Kansas Trust will be
treated as the owner of a pro rata portion of thadas Trust, and the income and deductions of #ms&s Trust will therefore be treated as
income (and deductions) of the Unitholder underd&anaw;

Interest on Bonds issued after December 31, 198RAdptate of Kansas or any of its political sulgidns will be exempt from income
taxation imposed on individuals, corporations adddiaries (other than banks, trust companies winga and loan associations). However,
interest on Bonds issued prior to January 1, 1988 & State of Kansas or any of its political swixddns will not be exempt from income
taxation imposed on individuals, corporations adddiaries (other than banks, trust companies winga and loan associations) unless the
laws of the State of Kansas authorizing the isseaficuch Bonds specifically exempt the interesth@enBonds from income taxation by the
State of Kansas;

Interest on Bonds issued by the State of Kansasynf its political subdivisions will be subjectthe tax imposed on banks, trust companies
and savings and loan associations under Articl&Chapter 79 of the Kansas statutes;

Interest on the Bonds which is exempt from Kaneaerne taxation when received by the Kansas Truktwntinue to be exempt when
distributed to a Unitholder (other than a bankstmompany or savings and loan association);

Each Unitholder of the Kansas Trust will recogrgaén or loss for Kansas income tax purposes iffttustee disposes of a Bond (whether by
sale, exchange, payment on maturity, retirementtogrwise) or if the Unitholder redeems or sellstéJof the Kansas Trust to the extent that
such transaction results in a recognized gains® for federal income tax purposes;

Interest received by the Kansas Trust on the Bandsempt from intangibles taxation imposed by eoynties, cities and townships pursuant
to present Kansas law; and

No opinion is expressed regarding whether the geassings derived from the Units is subject tongiales taxation imposed by any count
cities and townships pursuant to present Kansasddapman and Cutler has expressed no opinionresgbect to taxation under any other
provision of Kansas law. Ownership of the Units magult in collateral Kansas tax consequencesrtaingaxpayers. Prospective investors
should consult their tax advisors as to the appilitp of any such collateral consequences.

Kentucky Risk Factors. The financial condition loé tState of Kentucky is affected by various natiomeonomic, social and environmental
policies and conditions. Additionally, Constitutadrand statutory limitations imposed on the Staig its local governments concerning taxes,
bond indebtedness and other matters may consh@irevenue-generating capacity of the State andd#é governments and, therefore, the
ability of the issuers of the Bonds to satisfy thabligations.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. Kentucky hasoagtindustrial base of steel, aluminum, chemieald machinery production. Services and
trade make up a large part of Kentucky's employmiEmse industries tend to be highly cyclical dmeteé is no assurance that these industries
will continue to grow.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service orolifigations.

Further information concerning Kentucky risk fastonay be obtained upon request to the Sponsorsasiloled in "Additional Information’



Tax Status. At the time of the closing for each tieky Trust, the respective counsel to the Kentubtysts for Kentucky tax matters
rendered an opinion under then existing Kentuckpine tax law applicable to taxpayers whose incanseibject to Kentucky income
taxation substantially to the effect that:

The assets of the Kentucky Trust will consist dérast-bearing obligations issued by or on beHati®@ Commonwealth of Kentucky (the
"State") or counties, municipalities, authoritiegolitical subdivisions thereof (the "Kentucky Bis{) and by an authority of the
Commonwealth of Puerto Rico (the "Possession Bgr(dsllectively, the "Bonds").

Although we express no opinion herein regardindhsuatters, we have assumed that: (i) the Bonds vadidly issued, (ii) the interest
thereon is excludable from gross income for Feda@me tax purposes, (iii) interest on the Boiifdsceived directly by a Unitholder,
would be exempt from the income tax imposed byGbhemmonwealth of Kentucky that is applicable to undiials and corporations (the
"Kentucky State Income Tax"); and (iv) the Bonds exempt from the ad valorem tax imposed by the i@onwealth of Kentucky. Neither
the Sponsor nor its counsel has made any revighegfroceedings relating to the issuance of thedlBam of the bases for the opinions, if
any, rendered in connection therewith. This opirdoas not address the taxation of persons otherftiitime residents of Kentucky.

In the opinion of Chapman and Cutler, counsel &Sponsor, under existing Kentucky income tax lawfahe date of this prospectus and
based upon the assumptions above:

() The Kentucky Trust is not an association tagads a corporation and each Kentucky Unitholddrbeiltreated as the owner of a pro rata
portion of the Kentucky Trust, and the income aftsportion of the Kentucky Trust will therefore treated as the income of the Kentucky
Unitholder for Kentucky Income Tax purposes;

(i) For Kentucky State Income Tax purposes, irgeom the Bonds which is excludable from Federasgiincome and which is also exempt
from taxation under the Kentucky State Income Taemreceived by the Kentucky Trust, and which wdiddexcludable from Federal gross
income and also exempt from Kentucky State Incomreifireceived directly by a Unitholder, will reteits status as tagxempt interest whe
received by the Kentucky Trust and distributed® tnitholders.

(iii) Each Kentucky Unitholder of the Kentucky Ttusill recognize gain or loss for Kentucky Statedme Tax purposes if the Trustee
disposes of a Bond (whether by redemption, satstm@rwise) or if the Kentucky Unitholder redeemselis Units of the Kentucky Trust to
the extent that such a transaction results in agréized gain or loss to such Unitholder for Federabme tax purposes;

(iv) Tax reduction requirements relating to amati@n of bond premium may, under some circumstarressilt in Kentucky Unitholders
realizing taxable gain for Kentucky State Income parposes when their Units are sold or redeemedrfamount equal to or less than their
original cost;

(v) State law does not permit a deduction for iteépaid or incurred on indebtedness incurred otimoed to purchase or carry Units in the
Kentucky Trust, the interest on which is exemptfrState income taxes.

(vi) Units of the Kentucky Trust, but only to thetent the same represent an ownership in obligaissued by or on behalf of the
Commonwealth of Kentucky or governmental unitsh&f Commonwealth of Kentucky, the interest on whschxcludable from gross income
for federal and Kentucky State Income Tax purpegésiot be subject to ad valorem taxation by then@nonwealth of Kentucky or any
political subdivision thereof; and

(vii) Proceeds, if any, paid under individual in@nce policies obtained by issuers of Bonds thaessmt maturing interest on defaulted
obligations held by the Trustee will not be subjecKentucky State Income Tax purposes if, andhéosiame extent as, such interest would
have not been subject to Kentucky State Incomeplaposes if paid in the normal course by the issfiéine defaulted obligation provided
that, at the time such policies are purchasedatiheunts paid for such policies were reasonabléomesy and consistent with the reasonable
expectation that the issuer of the Bonds, rathem the insurer, will pay debt service on the Bonds.

Chapman and Cutler expresses no opinion with ré$peaxation under any other provision of Kentutiy. Ownership of the Units may
result in collateral Kentucky tax consequencesettain taxpayers. Prospective investors shouldubtigir tax advisors as to the
applicability of any such collateral consequences.

Louisiana Risk Factors. The financial conditiortted State of Louisiana is affected by various matipeconomic, social and environmental
policies and conditions. Additionally, Constitutelrand statutory limitations imposed on the Staie its local governments concerning taxes,
bond indebtedness and other matters may constmirevenue-generating capacity of the State andcdéd governments and, therefore, the
ability of the issuers of the Bonds to satisfy thaligations.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The State's espi®composed of services, gambling, industriat@s and agriculture. These industries
tend to be highly cyclical. The State's manufaotyisector may be adversely affected by the Nortlerean Free Trade Agreement and the
General Agreements on Tariffs and Trade. Moredveujsiana could be impacted by problems in thecadfiiral sector, including crop
failures, severe weather conditions or other adjtical-related problems



The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service orolifigations.

The State maintains a bond rating of A2, A- anddkf Moody's, Standard & Poor's and Fitch IBCA, Ifformerly Fitch Investors Service,
L.P.), respectively, on its general obligation intkiness.

Further information concerning Louisiana risk fastmay be obtained upon request to the Sponsasasided in "Additional Information".
Tax Status. At the time of the closing for eachik@na Trust, Special Counsel to each LouisianafTiar Louisiana tax matters rendered an
opinion under then existing Louisiana income tax &pplicable to taxpayers whose income is subgtbuisiana income taxation
substantially to the effect that:

(1) The Louisiana Trust will be treated as a tfast_ouisiana income tax purposes and not as ascag®n taxable as a corporation.

(2) The Louisiana income tax on resident individualimposed upon the "tax table income" of redidwttividuals. The calculation of the "t
table income" of a resident individual begins wgderal adjusted gross income. Certain modificatiare specified, but no such modification
requires the addition of interest on obligationshef State of Louisiana and its political subdivis, public corporations created by them and
constitutional authorities thereof authorized suis obligations on their behalf. Accordingly, amisupresenting interest excludable from
gross income for federal income tax purposes recely the Louisiana Trust with respect to suchgaions will not be taxed to the
Louisiana Trust, or, except as provided belowhtresident individual Unitholder, for Louisian@ame tax purposes. In addition to the
foregoing, interest on the respective Securitieg aiso be exempt from Louisiana income taxes puntsteethe statutes authorizing their
issuance.

(3) To the extent that gain from the sale, exchagether disposition of obligations held by theuisiana Trust (whether as a result of a sale
or exchange of such obligations by the Louisiangstor as a result of a sale or exchange of atiynit Unitholder) is includable in the fede
adjusted gross income of a resident individualhsyain will be included in the calculation of thaitholder's Louisiana taxable income; and

(4) Gain or loss on the Unit or as to underlyingudt® for Louisiana income tax purposes would berdeted by taking into account the basis
adjustments for federal income tax purposes desttiito this Prospectus.

As no opinion is expressed regarding the Louistaraonsequences of Unitholders other than indalelwho are Louisiana residents, tax
counsel should be consulted by other prospectivithblders. The Internal Revenue Code of 1986, asnaied (the "1986 Code"), contains
provisions relating to investing in tax-exempt ghlions (including, for example, corporate minimtax provisions which treat certain tax-
exempt interest and corporate book income which imelyde tax-exempt interest, as tax preferencastgrovisions affecting the
deductibility of interest expense by financial ingtons) which could have a corresponding effattie Louisiana tax liability of the
Unitholders.

In rendering the opinions expressed above, courasetelied upon the opinion of Counsel to the Spotisat the Louisiana Trust is not an
association taxable as corporation for Federalrimetax purposes, that each Unitholder of the LaassiTrust will be treated as the owner
pro rata portion of such Louisiana Trust underifi8é Code and that the income of the LouisianatWilkbe treated as income of the
Unitholders under the 1986 Code.

Tax counsel should be consulted as to the otheislama tax consequences not specifically consideeedin, and as to the Louisiana Tax
Status of taxpayers other than Louisiana residetividuals who are Unitholders in the Louisianagtrun addition, no opinion is being
rendered as to Louisiana tax consequences resfitimgany proposed or future federal or state ¢axslation.

Maine Risk Factors. The financial condition of Biate of Maine is affected by various national,reenic, social and environmental policies
and conditions. Additionally, Constitutional andtsttory limitations imposed on the State and itelgovernments concerning taxes, bond
indebtedness and other matters may constrain #e@ue-generating capacity of the State and itd pmeernments and, therefore, the ability
of the issuers of the Bonds to satisfy their olilayzs.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. Maine's econamgists of services, trade, government and marurfagt Although Maine's economy is
diversified, it is subject to shifts which may ingb@ertain Bonds in Maine portfolio. One of Maingteatest impediments to faster economic
growth is slow population growth.

The State is a party to numerous lawsuits in whitladverse final decision could materially affbéet State's governmental operations and
consequently its ability to pay debt service orolifigations.

The State of Maine currently maintains a "AA+", 'Zand "AA" bond rating from Standard & Poor's, Migts and Fitch IBCA, Inc.

(formerly Fitch Investors Service, L.P.), respeelyy on its general obligation indebtedness. Furitifermation concerning Maine risk factc
may be obtained upon request to the Sponsor aslukdin "Additional Information”. Tax Status. Atd time of the closing for each Maine
Trust, special counsel to the Fund for Maine taxtena rendered an opinion under then existing Maineme tax law applicable to taxpayers
whose income is subject to Maine income taxatidistntially to the effect the



The assets of the Maine Trust will consist of iagttbearing obligations issued by or on behalhefS$tate of Maine (the "State") or counties,
municipalities, authorities or political subdivis®thereof (the "Maine Bonds") or by the Commonweaf Puerto Rico, Guam and the Uni
States Virgin Islands (the "Possession Bonds")dctlely, the "Bonds").

Neither the Sponsor nor its counsel have indepahdexamined the Bonds to be deposited in and imelde Maine Trust. However, althou
no opinion is expressed herein regarding such nsaitds assumed that: (i) the Bonds were validgued, (ii) the interest thereon is
excludable from gross income for Federal incomeptarposes, (iii) interest on the Maine Bonds, daiged directly by a Unitholder, would
exempt from the Maine income tax applicable tovidiials, trusts and estates and corporations ("&&inome Tax"), and

(iv) interest on the Bonds will not be taken intwaunt by individuals and corporations in computimgadditional tax ("Maine Minimum
Tax") or in the case of corporations, a surchatlymine Corporate Income Tax Surcharge") imposeckutite Maine Income Tax. The
opinion set forth below does not address the taraif persons other than full time residents ofdai

In the opinion of Chapman and Cutler, Special Celittsthe Fund for Maine tax matters, under exgstaw as of the date of this prospectus
and based upon the assumptions set forth above:

(1) the Maine Trust is not an associa tion taxalsle corporation, thus each Unitholder of the Twiktbe essentially treated as the owner
pro rata portion of the Maine Trust and the incavhsuch portion of the Maine Trust will be treatesithe income of the Unitholder for Mai
Income Tax purposes;

(2) Interest on the Bonds which is exempt fromNene Income Tax when received by the Maine Traisti which would be exempt from
the Maine Income Tax and the Maine Minimum Taxeifeived directly by a Unitholder, will retain itatis as exempt from the Maine
Income Tax and the Maine Minimum Tax when receivgdhe Maine Trust and distributed to the Unitholde

(3) to the extent that interest derived from tharidal rust by a Unitholder with respect to the Pesim Bonds is excludable from gross
income for Federal income tax purposes pursua#8td.S.C. Section 745, 48 U.S.C. Section 1423a48nd.S.C. Section 1403, such interest
will not be subject to the Maine Income Tax;

(4) each Unitholder of the Maine Trust will recogmigain or loss for Maine Income Tax purposesdffhustee disposes of a bond (whether
by redemption, sale or otherwise) or if the Unitteslredeems or sells Units of the Maine Trust &ektent that such a transaction results in a
recognized gain or loss to such Unitholder for Feld@come tax purposes; and

(5) the Maine Income Tax does not permit a dednabfointerest paid or incurred on indebtednessrireclior continued to purchase or carry
Units in the Maine Trust, the interest on whiclex@mpt from the Tax.

Prospective purchasers subject to the Maine Fraackax should be advised that for purposes of thm®&Franchise Tax, interest on the
Bonds received by the Trust and distributed to @Hdider subject to such tax will be added to thethblder's Federal taxable income and
therefore will be taxable. Chapman and Cutler kgsessed no opinion with respect to taxation umahgrother provision of Maine law.
Ownership of the Units may result in collateral atax consequences to certain taxpayers. Progpéatiestors should consult their tax
advisors as to the applicability of any such conseges.

Maryland Risk Factors. The financial condition loé tState of Maryland is affected by various natioeeonomic, social and environmental
policies and conditions. Additionally, Constitutadrand statutory limitations imposed on the Staig its local governments concerning taxes,
bond indebtedness and other matters may conshmirevenue-generating capacity of the State andd#é governments and, therefore, the
ability of the issuers of the Bonds to satisfy thabligations.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The State's eciorimase is diversified, consisting of manufactgriconstruction and service industries,
supplemented by rural areas with selective comrakagjriculture. The State has a relatively high evidpor market which has resulted in the
State's business sector becoming more vulneralglenipetitive pressures.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service orolifigations.

The State of Maryland currently maintains a "triplebond rating from Standard & Poor's and Mooaylisits general obligation indebtedne
Further information concerning Maryland risk fastonay be obtained upon request to the Sponsorsasiloled in "Additional Information”.
Tax Status. At the time of the closing for each Wkamd Trust, Special Counsel to each Maryland TimsMaryland tax matters rendered an
opinion under then existing Maryland income tax kEplicable to taxpayers whose income is subjebtaoyland income taxation
substantially to the effect that:

(1) For Maryland State and local income tax purpptige Maryland Trust will not be recognized asasociation taxable as a corporation,
rather as a fiduciary whose income will not be sabto Maryland State and local income taxation.

(2) To the extent that interest derived from theWend Trust by a Unitholder with respect to thdigdtions of the State of Maryland, the
Government of Puerto Rico and their political swixions is excludable from Federal gross incomehsnterest will not be subject



Maryland State or local income taxes. Interest paia "financial institution" will be subject toghMaryland State franchise tax on financial
institutions.

(3) In the case of taxpayers who are individualayy¥and presently imposes an income tax on itenta>opreference with reference to such
items as defined in the Internal Revenue Coderresided from time to time, for purposes of calcaathe federal alternative minimum tax.
Interest paid on certain private activity bondsstiaates a tax preference item for the purposeatftating the federal alternative minimum
tax. Accordingly, if the Maryland Trust holds susbnds, 50% of the interest on such bonds in exafegshreshold amount is taxable in
Maryland.

(4) Capital gain, including gain realized by a boider from the redemption, sale or other dispositif a Unit, will be included in the
Maryland taxable base of Unitholders for Marylandt& and local income taxation purposes. Howevarylnd defines the taxable net
income of individuals as Federal adjusted grossritewith certain modifications. Likewise, the Mamytl taxable net income of corporations
is Federal taxable income with certain modificasiofihere is available to Maryland income taxpagemsodification which allows those
taxpayers to subtract from the Maryland taxablelthe gain included in Federal adjusted gross imconfederal taxable income, as the case
may be, which is realized from the disposition bfigations by the State of Maryland or its politisabdivisions by the Maryland Trust.
Consequently, by making that modification, a Unlittes who is entitled to make the subtraction maedifion will not be subject to Maryland
State or local income tax with respect to gainizeal upon the disposition of obligations by thet&tf Maryland or its political subdivisions

by the Maryland Trust. Profit realized by a "fin&aldnstitution" from the sale or exchange of BondH be subject to the Maryland Franchise
Tax.

These opinions relate only to the treatment ofMiagyland Trust and the Units under the MarylandeSgand local income tax laws and
Maryland franchise tax laws. Unitholders shouldstdntax counsel as to other Maryland tax consecggnot specifically considered in th
opinions. For example, no opinion is expresse alse treatment of the Units under the Marylanceiitance and estate tax laws.

Massachusetts Risk Factors. The financial conditithe Commonwealth of Massachusetts is affecyedabious national, economic, social
and environmental policies and conditions. Addiilhyy limitations imposed by statute and voteriatitye upon the Commonwealth and its
local governments concerning taxes, bond indebsdaed other matters may constrain the revgrenerating capacity of the Commonwe
and its local governments and, therefore, thetsitfi the issuers of the Bonds to satisfy theiigdtions.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The employmetitarCommonwealth has been and continues to bdisagrily and adversely affected by
reductions in federal government spending on defeakted industries. The Commonwealth has mangnmahfuture liabilities, including an
underfunded retirement system and Medicaid experatit

The Commonwealth is a party to numerous lawsuitghith an adverse final decision could materiaffee the Commonwealth's
governmental operations and consequently, itstabdipay debt service on its obligations.

In recent years, the Commonwealth of Massachuaetisertain of its public bodies and municipalitigarticularly the City of Boston, have
faced serious financial difficulties which haveeafted the credit standing and borrowing abilitiEMassachusetts and its respective entities
and may have contributed to higher interest ratedatt obligations. Standard & Poor's raised tisgeof general obligation bonds of the
Commonwealth of Massachusetts from A+ to AA- ind@der 1997. Moody's rating has remained at Al shhmeember 1994, and Fitch
IBCA, Inc. (formerly Fitch Investors Service, L.Pajised its rating from A+ to AA- in January 1998.

Further information concerning Massachusetts m@&hdrs may be obtained upon request to the Spassdescribed in "Additional
Information”. Tax Status. At the time of the claggifor each Massachusetts Trust, Special Coungsgdb Massachusetts Trust for
Massachusetts tax matters rendered an opinion tinelerexisting Massachusetts income tax law appkct taxpayers whose income is
subject to Massachusetts income taxation subskigrttiathe effect that:

In the opinion of special counsel to the Fund, uredeésting Massachusetts law:

(1) For Massachusetts income tax purposes, theddhssetts Trust will be treated as a corporaté tmer Section 8 of Chapter 62 of the
Massachusetts General Laws and not as a gransbiutnder Section 10(e) of Chapter 62 of the Masssatts General Laws.

(2) The Massachusetts Trust will not be held teihgaging in business in Massachusetts within thening of said Section 8 and will,
therefore, not be subject to Massachusetts incame t

(3) Massachusetts Unitholders who are subject tesiehusetts income taxation under Chapter 62 o$ddasisetts General Laws will not be
required to include their respective shares oftlmmings of or distributions from the Massachuskttsst in their Massachusetts gross income
to the extent that such earnings or distributi@mesent tax-exempt interest for federal incomeptaposes received by the Massachusetts
Trust on obligations issued by Massachusettspitaities, municipalities, authorities, political slidsions or instrumentalities, or issued by
United States territories or possessions.

(4) Any proceeds of insurance obtained by the Beusf the Trust or by the issuer of a Bond heldhieyMassachusetts Trust which are pa
Massachusetts Unitholders and which represent ingtinterest on defaulted obligations held by thestee will be excludable fro



Massachusetts gross income of a Massachusettsoléfthif, and to the same extent as, such intevestd have been so excludable if paic
the issuer of the defaulted Bond.

(5) The Massachusetts Trust's capital gains amdfoital losses realized upon disposition of Borald by it will be includable pro rata in the
federal gross income of Massachusetts Unitholdéis ave subject to Massachusetts income taxatioaru@kapter 62 of the Massachusetts
General Laws, and such gains and/or losses withidladed as capital gains and/or losses in the MdAmssetts Unitholders' Massachusetts
gross income, except where capital gain is spedifiexempted from income taxation under acts aighmy issuance of said Bonds.

(6) Gains or losses realized upon sale or redempfidJnits by Massachusetts Unitholders who argestibto Massachusetts income taxation
under Chapter 62 of the Massachusetts General éliige includable in their Massachusetts gros®ine.

(7) In determining such gain or loss Massachus#tttholders will, to the same extent required fedEral tax purposes, have to adjust their
tax bases for their Units for accrued interestiak if any, on Bonds delivered to the Trusteerattie Unitholders pay for their Units and for
amortization of premiums, if any, on obligationdchiey the Massachusetts Trust.

(8) The Units of the Massachusetts Trust are nojestito any property tax levied by Massachuseteng political subdivision thereof, nor to
any income tax levied by any such political sulslivi. They are includable in the gross estated#faeased Massachusetts Unitholder who is
a resident of Massachusetts for purposes of theshthsisetts Estate Tax.

Michigan Risk Factors. The financial condition bé&tState of Michigan is affected by various natipeeonomic, social and environmental
policies and conditions. Additionally, Constitutadrand statutory limitations imposed on the Staie iés local governments concerning taxes,
bond indebtedness and other matters may conshairevenue-generating capacity of the State andd#é governments and, therefore, the
ability of the issuers of the Bonds to satisfy thadiligations. The State's Constitution limits #maount of total State revenues that may be
raised from taxes and other sources. State revdaxelsiding federal aid and revenues used for paymeprincipal of and interest on gene
obligation bonds) in any fiscal year are limitecatepecified percentage of State personal incortteeiprior calendar year or the average
thereof in the prior three calendar years, whichévgreater. The State may raise taxes in exdes® dimit in emergency situations.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The economyeoftiate continues to be dependent on manufactaangsm, and agriculture. These
sectors tend to be cyclical and are facing incregsompetition from foreign producers.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service orolifigations.

As of March 1, 1997, all outstanding general olllyabonds of the state were rated "Aa" by Moodyts] "AA" by Fitch IBCA, Inc.
(formerly Fitch Investors Service, L.P.). In Janua®98, Standard & Poor's raised its rating onStae's general obligation bonds to "AA+".

Further information concerning Michigan risk factenay be obtained upon request to the Sponsorsasiloled in "Additional Information".

Tax Status. At the time of the closing for each han Trust, Special Counsel to each Michigan TimsMassachusetts tax matters rendered
an opinion under then existing Michigan incomeltax applicable to taxpayers whose income is sultigebtichigan income taxation
substantially to the effect that:

In the opinion of Miller, Canfield, Paddock and S¢¢ P.L.C., special counsel to the Fund for Michitex matters, under existing Michigan
law: The Michigan Trust and the owners of Unitsl @ treated for purposes of the Michigan inconxdldsvs and the Single Business Tax in
substantially the same manner as they are for gegoof the Federal income tax laws, as currentigte. Accordingly, we have relied upon
the opinion of Messrs. Chapman and Cutler as t@apipéicability of Federal income tax under the intd Revenue Code of 1986 to the
Michigan Trust and the Unitholders.

Under the income tax laws of the State of Michighe,Michigan Trust is not an association taxabkla aorporation; the income of the
Michigan Trust will be treated as the income of th@tholders and be deemed to have been receivéltelny when received by the Michigan
Trust. Interest on the underlying Bonds which israpt from tax under these laws when received bynMan Trust will retain its status as-
exempt interest to the Unitholders.

For purposes of the foregoing Michigan tax lawghednitholder will be considered to have receivedgno rata share of Bond interest when
it is received by the Michigan Trust, and each blider will have a taxable event when the Michiganst disposes of a Bond (whether by
sale, exchange, redemption or payment at matuwityhen the Unitholder redeems or sells his Cedté to the extent the transaction
constitutes a taxable event for Federal incometaposes. The tax cost of each unit to a Unitholdibe established and allocated for
purposes of these Michigan tax laws in the samenerass such cost is established and allocatedefderal income tax purposes.

The Michigan Intangibles Tax was totally repealéfdaive January 1, 1998.

The Michigan Single Business Tax replaced the tagarporate and financial institution income untter Michigan Income Tax, and the
Intangible Tax with respect to those intangiblep@fsons subject to the Single Business Tax tt@medrom which would be considered in
computing the Single Business Tax. Persons arecttg the Single Business Tax only if they areagiegl in "business activity", as define«



the Act. Under the Single Business Tax, both irsiereceived by the Michigan Trust on the underly@ands and any amount distributed fr
the Michigan Trust to a Unitholder, if not includieddetermining taxable income for Federal incomegurposes, is also not included in the
adjusted tax base upon which the Single Businesssieomputed, of either the Michigan Trust or thatholders. If the Michigan Trust or
the Unitholders have a taxable event for Federalrime tax purposes when the Michigan Trust disposasBond (whether by sale, exchange,
redemption or payment at maturity) or the Unitholdaleems or sells his Certificate, an amount etguahy gain realized from such taxable
event which was included in the computation of kdgancome for Federal income tax purposes (pluaraount equal to any capital gain of
an individual realized in connection with such eMaumt excluded in computing that individual's Fedéaxable income) will be included in 1
tax base against which, after allocation, appontient and other adjustments, the Single BusinesssTeoxmputed. The tax base will be
reduced by an amount equal to any capital losg&zeghfrom such a taxable event, whether or not#patal loss was deducted in computing
Federal taxable income in the year the loss ocduldeitholders should consult their tax advisota@their status under Michigan law.

Any proceeds paid under an insurance policy issoi¢lde Trustee of the Trust, or paid under indiaideolicies obtained by issuers of Bonds,
which, when received by the Unitholders, represeaiiuring interest on defaulted obligations heldh®y Trustee, will be excludable from the
Michigan income tax laws and the Single Businessifand to the same extent as, such interestavbale been so excludable if paid by
issuer of the defaulted obligations. While treattmerder the Michigan Intangibles Tax is not premispon the characterization of such
proceeds under the Internal Revenue Code, the yichDepartment of Treasury should adopt the sapeaph as under the Michigan
income tax laws and the Single Business Tax

As the Tax Reform Act of 1986 eliminated the cdpitin deduction for tax years beginning after Deber 31, 1986, the federal adjusted
gross income, the computation base for the Michlgaome Tax, of a Unitholder will be increased adaagly to the extent such capital ga
are realized when the Michigan Trust disposes®dad or when the Unitholder redeems or sells a,Wmithe extent such transaction
constitutes a taxable event for Federal incomeptaposes.

Minnesota Risk Factors. The financial conditiorttef State of Minnesota is affected by various matioeconomic, social and environmental
policies and conditions. Additionally, Constitutadrand statutory limitations imposed on the Staie its local governments concerning taxes,
bond indebtedness and other matters may constirevenue-generating capacity of the State adcdéd governments and, therefore, the
ability of the issuers of the Bonds to satisfy thabligations.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. Minnesota réls/ily on a progressive individual income tax an@tail sales tax for revenue which
results in a fiscal system unusually sensitivecmnemic conditions. The State's economic baseversified, consisting of manufacturing,
construction and service industries, supplemenyedifal areas with selective commercial agricultdree State has a relatively high wage
labor market which has resulted in the State'sigssi sector becoming more vulnerable to compeftigssures.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service orolifigations.

The State of Minnesota currently maintains a "Eifl' bond rating from Standard & Poor's, Moody'd &itch IBCA, Inc. (formerly Fitch
Investors Service, L.P.), respectively, on its gahebligation indebtedness.

Further information concerning Minnesota risk fastmay be obtained upon request to the Sponsasasided in "Additional Information".

Tax Status. At the time of the closing for each iMisota Trust, Special Counsel to each Minnesotst Tou Minnesota tax matters rendered
an opinion under then existing Minnesota incomeaaxapplicable to taxpayers whose income is stibgeblinnesota income taxation
substantially to the effect that:

We understand that the Minnesota Trust will onlyenancome consisting of

(i) interest from bonds issued by the State of Mgwuta and its political and governmental subdiwisjonunicipalities and governmental
agencies and instrumentalities (the "Minnesota Bnand bonds issued by possessions of the UntadsS including bonds issued by Pu
Rico authorities (the "Possession Bonds" and, thi#ghMinnesota Bonds, the "Bonds") which would beregt from federal and Minnesota
income taxation when paid directly to an individualst or estate, (ii) gain on the dispositiorso€h Bonds, and

(iii) proceeds paid under certain insurance padigésued to the Trustee or to the issuers of thelBavhich represent maturing interest or
principal payments on defaulted Bonds held by thestEe.

Neither the Sponsor nor its counsel have indepahdexamined the Bonds to be deposited in and imelde Trust. However, although |
opinion is expressed herein regarding such maitdéssassumed that: (i) the Bonds were validlyes (i) the interest thereon is excludable
from gross income for federal income tax purposes(éi) the interest thereon is exempt from theome tax imposed by Minnesota that is
applicable to individuals, trusts and estates ‘{fi@mnesota Income Tax"). It should be noted thagiast on the Minnesota Bonds is subject to
tax in the case of corporations subject to the Mdamta Corporate Franchise Tax or the Corporatersteye Minimum Tax and is a factor in
the computation of the Minimum Fee applicable taficial institutions; no opinion is expressed wébpect to the treatment of interest on
Possession Bonds for purposes of such taxes. Thmoget forth below does not address the taxatfqrersons other than full time reside

of Minnesota. At the respective times of issuarfad® Bonds, opinions relating to the validity teef and to the exemption of interest ther
from Federal income tax were rendered by bond agdunghe respective issuing authorities. In additiwith respect to the Minnesota Bonds,
bond counsel to the issuing authorities renderédians as to the exemption of interest from the Mdisota Income Tax and, with respect to
the Possession Bonds, bond counsel to the issuthgrities rendered opinions as to the exemptiomfall state and local income taxati



Neither the Sponsor nor its counsel has made angwdor the Minnesota Trust of the proceedingatiab to the issuance of the Bonds o
the bases for the opinions rendered in connectieretvith.

Although Minnesota state law provides that intesesMinnesota bonds is exempt from Minnesota ste@me taxation, the Minnesota state
legislature has enacted a statement of intenirterest on Minnesota bonds should be subject tmkBota state income taxation if it is
judicially determined that the exemption discrintesagainst interstate commerce, effective foctiendar year in which such a decis
becomes final. It cannot be predicted whether atewould render such a decision or whether, asaltréhereof, interest on Minnesota bonds
and therefore distributions by the Minnesota Twstld become subject to Minnesota state incomeitaxa

In the opinion of Chapman and Cutler, Counsel &@S3ponsor, under existing Minnesota income taxdawf the date of this prospectus and
based upon the assumptions above:

(1) The Minnesota Trust is not an association tkxab a corporation and each Unitholder of the Mamta Trust will be treated as the owner
of a pro rata portion of the Minnesota Trust, amelincome of such portion of the Minnesota Trust tiverefore be treated as the income of
the Unitholder for Minnesota Income Tax purposes;

(2) Income on the Bonds excludable from Minnesaxable income for purposes of the Minnesota Incdmewhen received by the
Minnesota Trust and which would be excludable fldmnesota taxable income for purposes of the Minteetncome Tax if received direc
by a Unitholder will be excludable from Minnesotxable income for purposes of the Minnesota Incdarewhen received by the Minnesi
Trust and distributed to such Unitholder;

(3) To the extent that interest on certain Bonasépt with respect to Possession Bonds, as to widabpinion is expressed), if any, is
includable in the computation of "alternative minim taxable income" for federal income tax purposash interest will also be includable
the computation of "alternative minimum taxableame" for purposes of the Minnesota Alternative Miom Tax imposed on individuals,
estates and trusts;

(4) Each Unitholder of the Minnesota Trust will ognize gain or loss for Minnesota Income Tax puegdsthe Trustee disposes of a Bond
(whether by redemption, sale or otherwise) oréf thhitholder redeems or sells Units of the Minnaskrust to the extent that such a
transaction results in a recognized gain or losuth Unitholder for federal income tax purposes;

(5) Tax basis reduction requirements relating to’ization of bond premium may, under some circamesgs, result in Unitholders realizing
taxable gain for Minnesota Income Tax purposes whein Units are sold or redeemed for an amounékiguor less than their original cost;

(6) Proceeds, if any, paid under individual inseepolicies obtained by issuers of Bonds or thestBeiwhich represent maturing interest on
defaulted obligations held by the Trustee will Beledable from Minnesota net income if, and to shene extent as, such interest would have
been so excludable from Minnesota net income il pathe normal course by the issuer of the deddubibligation provided that, at the time
such policies are purchased, the amounts paiduftir golicies are reasonable, customary and consisith the reasonable expectation that
the issuer of the bonds, rather than the insuridirpay debt service on the bonds; and

(7) To the extent that interest derived from theisota Trust by a Unitholder with respect to angsession Bonds is excludable from gross
income for federal income tax purposes and is exémom state and local taxation pursuant to fedienalwhen received by the Minnesota
Trust, such interest will not be subject to the Misota Income Tax when distributed by the Minne3otiat and received by the Unitholders.
As noted above, we have expressed no opinion the tweatment of interest on the Possession Bandsufposes of the Minnesota Corporate
Franchise Tax or the Alternative Minimum Tax or wiex it is a factor in the computation of the Minim Fee applicable to financial
institutions. Although a federal statute curremipvides that bonds issued by the Government oft@&Rico, or by its authority, are exempt
from all state and local taxation, the Supreme €oluUMinnesota has held that interest earned onlbdssued by the Government of Puerto
Rico may be included in taxable net income for psgs of computing the Minnesota bank excise tag. Jthate of Minnesota could apply the
same reasoning in determining whether interesherPbssession Bonds is subject to the taxes b&tede on which we express no opinion.

We have not examined any of the Bonds to be degabaitd held in the Minnesota Trust or the procegdiar the issuance thereof or the
opinions of bond counsel with respect thereto, thedefore express no opinions to the exemption f&ate income taxes of interest on the
Bonds if received directly by a Unitholder. Chapnaand Cutler has expressed no opinion with resjpetebdation under any other provision of
Minnesota law. Ownership of the Units may resulta@fiateral Minnesota tax consequences to ceréaipdyers. Prospective investors should
consult their tax advisors as to the applicabiityany such collateral consequences.

Missouri Risk Factors. The financial condition bétState of Missouri is affected by various natipeeonomic, social and environmental
policies and conditions. Additionally, Constitutedrand statutory limitations imposed on the staig its local governments concerning taxes,
bond indebtedness and other matters may conshairevenue-generating capacity of the State andd#é governments and, therefore, the
ability of the issuers of the Bonds to satisfy thaligations.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The State's eaiorizase is diversified, consisting of manufactgriagriculture and service industries. The
State's financial situation may be affected byeased costs in corordered desegregation payments in St. Lc



The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service orolifigations.

All outstanding general obligation bonds to thet&Stae rated "AAA" by Standard and Poor's and "AaaMoody's.

Further information concerning Missouri risk fagenay be obtained upon request to the Sponsorsasiloied in "Additional Information”.
Tax Status. At the time of the closing for eachddisri Trust, Special Counsel to each Missouri TfoisMissouri tax matters rendered an
opinion under then existing Missouri income tax @pplicable to taxpayers whose income is subjebtissouri income taxation substantia
to the effect that: The assets of the Missouri Twill consist of debt obligations issued by orlmehalf of the State of Missouri (the "State"
counties, municipalities, authorities or politicalbdivisions thereof (the "Missouri Bonds") or bg tCommonwealth of Puerto Rico or an
authority thereof (the "Possession Bonds") (colNety, the "Bonds").

Neither the Sponsor nor its counsel have indepahdexamined the Bonds to be deposited in and imetde Missouri Trust. Howeve
although no opinion is expressed herein regardilch snatters, it is assumed that: (i) the Bonds walielly issued, (ii) the interest thereon is
excludable from gross income for Federal incomeptaposes and (iii) interest on the Bonds, if reedidirectly by a Unitholder, would be
exempt from the Missouri income tax applicablendividuals and corporations ("Missouri State Incohag"). It is assumed that, at the
respective times of issuance of the Bonds, opinibasthe Bonds were validly issued and that irsteoe the Bonds is excluded from gross
income for Federal income tax purposes were redd®yéond counsel to the respective issuing autbsriln addition, with respect to the
Missouri Bonds, bond counsel to the issuing autiearrendered opinions that the interest on thesdlis Bonds is exempt from the Missouri
State Income Tax and, with respect to the Possessiads, bond counsel to the issuing authoritiadee=d opinions that the Possession
Bonds and the interest thereon is exempt fromtatésand local income taxation. Neither the Sponsoiits counsel has made any review for
the Missouri Trust of the proceedings relatinght® issuance of the Bonds or the bases for the@mypsniendered in connection therewith. The
opinion set forth below does not address the tawaif persons other than full time residents ofddisi.

In the opinion of Chapman and Cutler, counsel éoSponsor under existing law:

(1) The Missouri Trust is not an association tagadd a corporation for Missouri income tax purppagd each Unitholder of the Missouri
Trust will be treated as the owner of a pro ratdipo of the Missouri Trust and the income of spcition of the Missouri Trust will be
treated as the income of the Unitholder for Misg&tiate Income Tax purposes.

(2) Interest paid and original issue discountnif,aon the Bonds which would be exempt from theddisi State Income Tax if received
directly by a Unitholder will be exempt from the $8buri State Income Tax when received by the Misgoust and distributed to such
Unitholder; however, no opinion is expressed heregiarding taxation of interest paid and origisalie discount, if any, on the Bonds
received by the Missouri Trust and distributed tathblders under any other tax imposed pursuaMissouri law, including but not limited
to the franchise tax imposed on financial instdns pursuant to Chapter 148 of the Missouri Statute

(3) Each Unitholder of the Missouri Trust will regrtize gain or loss for Missouri State Income Tawppses if the Trustee disposes of a Bond
(whether by redemption, sale, or otherwise) onéf tnitholder redeems or sells Units of the Miss®uust to the extent that such a
transaction results in a recognized gain or losutth Unitholder for Federal income tax purposege @ the amortization of bond premium
and other basis adjustments required by the Int®eeenue Code, a Unitholder under some circumstamay realize taxable gain when his
or her Units are sold or redeemed for an amousttheen or equal to their original cost.

(4) Any insurance proceeds paid under policies Whépresent maturing interest on defaulted obligetiwhich are excludable from gross
income for Federal income tax purposes will be edable from the Missouri State Income Tax to thaesaxtent as such interest would have
been so excludable if paid by the issuer of suchdBdeld by the Missouri Trust; however, no opiriBaxpressed herein regarding taxation
of interest paid and original issue discount, if,aon the Bonds received by the Missouri Trust distributed to Unitholders under any other
tax imposed pursuant to Missouri law, including bat limited to the franchise tax imposed on finahmstitutions pursuant to Chapter 148
of the Missouri Statutes.

(5) The Missouri State Income Tax does not perndigduction of interest paid or incurred on indebt=s incurred or continued to purchase
or carry Units in the Trust, the interest on whiglexempt from such Tax.

(6) The Missouri Trust will not be subject to thagas City, Missouri Earnings and Profits Tax amchdJnitholder's share of income of the
Bonds held by the Missouri Trust will not generdily subject to the Kansas City, Missouri Earninys Rrofits Tax or the City of St. Louis
Earnings Tax (except that no opinion is expresedte case of certain Unitholders, including cogpions, otherwise subject to the St. Louis
City Earnings Tax).

Chapman and Cutler has expressed no opinion wsffers to taxation under any other provision of Misslaw. Ownership of the Units may
result in collateral Missouri Tax consequencesettain taxpayers. Prospective investors shouldudbtieir tax advisors as to the
applicability of any such collateral consequences.

Nebraska Risk Factors. The financial conditionhef tate of Nebraska is affected by various nati@eanomic, social and environmenr
policies and conditions. Additionally, Constitutelrand statutory limitations imposed on the Staie its local governments concerning taxes,
bond indebtedness and other matters may conshairevenu-generating capacity of the State and its local gowents and, therefore, t



ability of the issuers of the Bonds to satisfy thatiligations. Nebraska has imposed a tax cusiintome taxes. This may result in significant
revenue reduction in the future.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The State cosditmbe dependent on the manufacturing indusiridds supplemented by the agricultural
sector. These industries tend to be highly cycheal there is no assurance that Nebraska's ecomgainie in recent years will continue.
Moreover, Nebraska could be impacted by problentkéragricultural sector, including crop failuresyere weather conditions or other
agricultural-related problems.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service oroltigations. Further information concerning Neleassk factors may be obtained upon
request to the Sponsor as described in "Additibnfarmation”. Tax Status. At the time of the clagifor each Nebraska Trust, Special
Counsel to each Nebraska Trust for Nebraska tatensaendered an opinion under then existing N&arasome tax law applicable to
taxpayers whose income is subject to Nebraska irdasation substantially to the effect that: Theess of the Nebraska Trust will consist of
interest-bearing obligations issued by or on betiaihe State of Nebraska (the "State") or countiasnicipalities, authorities or political
subdivisions thereof (the "Nebraska Bonds") ori®y €ommonwealth of Puerto Rico, Guam and the UrStates Virgin Islands (the
"Possession Bonds") (collectively, the "Bonds").

Neither the Sponsor nor its counsel have indepahdexamined the Bonds to be deposited in and imefde Nebraska Trust. With respec!
certain Nebraska Bonds which may be held by the&$ida Trust, the opinions of bond counsel to theiigy authorities for such Bonds have
indicated that the interest on such Bonds is inmflih computing the Nebraska Alternative MinimunxTraposed by

Section 77-2715 (2) of the Revised Nebraska Sw(ftie "Nebraska Minimum Taxes") (the "Nebraska ABGnds"). However, although no
opinion is expressed herein regarding such maitdéssassumed that: (i) the Bonds were validlyes (i) the interest thereon is excludable
from gross income for Federal income tax purpo@igsnone of the Bonds (other than the NebraskaTABbnds, if any) are "specified prive
activity bonds" the interest on which is includeddasm item of tax preference in the computatiorhefAlternative Minimum Tax for federal
income tax purposes, (iv) interest on the Nebr&kads (other than the Nebraska AMT Bonds, if aifygceived directly by a Unitholder,
would be exempt from both the Nebraska incomeitagpsed by Section 77-2714 et seq. of the Revisutdska Statutes (other than the
Nebraska Minimum Tax) (the "Nebraska State Incorag'fand the Nebraska Minimum Tax imposed by Sacti-2715 (2) of the Revised
Nebraska Statutes (the "Nebraska Minimum Tax"),

(v) interest on the Nebraska AMT Bonds, if anyrei€eived directly by a Unitholder, would be exernpim the Nebraska State Income Tax.
The opinion set forth below does not address thatitan of persons other than full time residentdlebraska.

In the opinion of Chapman and Cutler, Counsel &3ponsor, under existing law as of the date sfihdspectus and based upon the
assumptions set forth above:

(1) The Nebraska Trust is not an association taxabla corporation, each Unitholder of the Nebrdskat will be treated as the owner of a
pro rata portion of the Nebraska Trust, and thenme of such portion of the Nebraska Trust will #fere be treated as the income of the
Unitholder for both Nebraska State Income Tax &edMebraska Minimum Tax purposes;

(2) Interest on the Bonds which is exempt from hbthNebraska State Income Tax and the Nebraskandin Tax when received by the
Nebraska Trust, and which would be exempt from bloghNebraska State Income Tax and the NebraskarMin Tax if received directly b
a Unitholder, will retain its status as exempt freath taxes when received by the Nebraska Trustistributed to a Unitholder;

(3) Interest on the Nebraska AMT Bonds, if any, etthis exempt from the Nebraska State Income Taxshintluded in the computation of
the Nebraska Minimum Tax when received by the N&taa rust, and which would be exempt from the NelkaeState Income Tax but wo
be included in the computation of the Nebraska Mimn Tax if received directly by a Unitholder, widitain its status as exempt from the
Nebraska State Income Tax but included in the caatioun of the Nebraska Minimum Tax when receivedi®/Nebraska Trust at
distributed to a Unitholder;

(4) To the extent that interest derived from thédska Trust by a Unitholder with respect to thedession Bonds is excludable from gross
income for Federal income tax purposes pursua#8to.S.C. Section 745, 48 U.S.C.

Section 1423a and 48 U.S.C. Section 1403, suctesttevill not be subject to either the NebraskaeStiacome Tax or the Nebraska Minimi
Tax;

(5) Each Unitholder of the Nebraska Trust will rgoze gain or loss for both Nebraska State Incomeand Nebraska Minimum Tax
purposes if the Trustee disposes of a Bond (whétheedemption, sale or otherwise) or if the Unilitteo redeems or sells Units of the
Nebraska Trust to the extent that such a transaotisults in a recognized gain or loss to suchhdtder for Federal income tax purpos

(6) The Nebraska State Income Tax does not perdgtdaction for interest paid or incurred on inddb&ss incurred or continued to purchase
or carry Units in the Nebraska Trust, the inteogstvhich is exempt from such Tax; and

(7) In the case of a Unitholder subject to theeStamancial institutions franchise tax, the incodegived by such Unitholder from his pro rata
portion of the Bonds held by the Nebraska Trust afésct the determination of such Unitholder's maxin franchise tay



We have not examined any of the Bonds to be degzbaitd held in the Nebraska Trust or the procesdimgthe issuance thereof or the
opinions of bond counsel with respect thereto, thedefore express no opinion as to the exemptiom gither the Nebraska State Income
or the Nebraska Minimum Tax of interest on the Neka Bonds if received directly by a Unitholder.

New Jersey Risk Factors. The financial conditiothef State of New Jersey is affected by variou®nal, economic, social ar
environmental policies and conditions. AdditionalBonstitutional and statutory limitations imposedthe State and its local governments
concerning taxes, bond indebtedness and othernsatigy constrain the revenue-generating capacitiyeoState and its local governments
and, therefore, the ability of the issuers of tlemés to satisfy their obligations.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The State's eciorimase is diversified, consisting of manufactgriconstruction and service industries,
supplemented by rural areas with selective comrakagjriculture. The State has a relatively high evidpor market which has resulted in the
State's business sector becoming more vulneralglenpetitive pressures.

The State is a party to numerous lawsuits in whitladverse final decision could materially affbéet State's governmental operations and
consequently its ability to pay debt service orolifigations.

All outstanding general obligation bonds to thet&tae rated "AA+" by Standard and Poor's and "AaiMoody's.

Further information concerning New Jersey riskdesimay be obtained upon request to the Sponsesasibed in "Additional Information”.
Tax Status. At the time of the closing for each Nlmnsey Trust, Special Council to each New JersegtTor New Jersey tax matters
rendered an opinion under then existing New Jerssyme tax law applicable to taxpayers whose incanseibject to New Jersey income
taxation substantiality to the effect that:

(1) The New Jersey Trust will be recognized asisttand not an association taxable as a corporatteNew Jersey Trust will not be subj
to the New Jersey Corporation Business Tax or i Bersey Corporation Income Tax.

(2) With respect to the non-corporate Unitholder®ware residents of New Jersey, the income of #he Bersey Trust which is allocable to
each such Unitholder will be treated as the incofm®ich Unitholder under the New Jersey Gross lrc®ax. Interest on the underlying
Bonds which would be exempt from New Jersey Grossrhe Tax if directly received by such Unitholdell vetain its status as tax-exempt
interest when received by the New Jersey Trustésidbuted to such Unitholder. Any proceeds paider the insurance policy issued to the
Trustee of the New Jersey Trust with respect tdBitveds or under individual policies obtained byiss of Bonds which represent maturing
interest on defaulted obligations held by the Teastill be exempt from New Jersey Gross Incomeiffand to the same extent as, such
interest would have been so exempt if paid by ¢kaer of the defaulted obligations.

(3) A non-corporate Unitholder will not be subjéatthe New Jersey Gross Income Tax on any gaiizeshéither when the New Jersey Trust
disposes of a Bond (whether by sale, exchangemgtiten, or payment at maturity), when the Unitholdsleems or sells his Units or upon
payment of any proceeds under the insurance pisiityed to the Trustee of the New Jersey Trust iggpect to the Bonds or under individ
policies obtained by issuers of Bonds which repres®turing principal on defaulted obligations hiejdthe Trustee. Any loss realized on
such disposition may not be utilized to offset gaigalized by such Unitholder on the dispositiomsdets the gain on which is subject to the
New Jersey Gross Income Ti

(4) Units of the New Jersey Trust may be taxablé¢herdeath of a Unitholder under the New Jersendfea Inheritance Tax Law or the New
Jersey Estate Tax Law.

(5) If a Unitholder is a corporation subject to thew Jersey Corporation Business Tax or New JeZsegoration Income Tax, interest from
the Bonds in the New Jersey Trust which is alloeablsuch corporation will be includable in itsienhet income for purposes of the New
Jersey Corporation Business Tax or New Jersey Catipa Income Tax, less any interest expense irduiw carry such investment to the
extent such interest expense has not been deduatedhputing Federal taxable income. Net gainsveerby such corporation on the
disposition of the Bonds by the New Jersey Trustrothe disposition of its Units will be includedits entire net income for purposes of the
New Jersey Corporation Business Tax or New Jersggdtation Income Tax. Any proceeds paid undeirtharance policy issued to t
Trustee of the New Jersey Trust with respect tdBitveds or under individual policies obtained byies of Bonds which represent maturing
interest or maturing principal on defaulted obligas held by the Trustee will be included in it$iennet income for purposes of the New
Jersey Corporation Business Tax or New Jersey Catipa Income Tax if, and to the same extent ash snterest or proceeds would have
been so included if paid by the issuer of the defdwbbligations.

New Mexico Risk Factors. The financial conditiontloé State of New Mexico is affected by variousaratl, economic, social ar
environmental policies and conditions. AdditionalBonstitutional and statutory limitations imposedthe State and its local governments
concerning taxes, bond indebtedness and othernsatigy constrain the revenue-generating capacitiyeoState and its local governments
and, therefore, the ability of the issuers of tleaés to satisfy their obligations.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The State's espi®composed of energy resources, services, reatisin and trade. These industries tend
to be highly cyclical. Tourism is also one of that8's most important industries. Because manynatmnal travelers visit New Mexico,



increase in the value of the U.S. dollar adveraéflgcts this industry. Moreover, New Mexico couklimpacted by problems in the
agricultural sector, including crop failures, seereather conditions or other agricultural-relgteablems.

The State is a party to numerous lawsuits in whitladverse final decision could materially affbéet State's governmental operations and
consequently its ability to pay debt service orolifigations.

The State maintains a bond rating of Ba2 and AMfiMoody's and Standard & Poor's, respectively togéneral obligation indebtedness.
Further information concerning New Mexico risk fart may be obtained upon request to the Sponstesasibed in "Additional
Information”. Tax Status. At the time of the clggifor each New Mexico Trust, Special Counsel toRbad for New Mexico tax matters
rendered an opinion under then existing New Mekicome tax law applicable to taxpayers whose inc@seibject to New Mexico income
taxation substantially to the effect that: The tsséthe New Mexico Trust will consist of interdstaring obligations issued by or on behalf
of the State of New Mexico ("New Mexico") or cowrdj municipalities, authorities or political sukidigns thereof (the "New Mexico
Bonds"), and by or on behalf of the governmentuéo Rico, the government of Guam, or the goventroéthe Virgin Islands (collectively
the "Possession Bonds") (collectively the New Mex3mnds and the Possession Bonds shall be referteglein as the "Bonds") the interest
on which is expected to qualify as exempt from Ndexico income taxes.

Neither the Sponsor nor its counsel have indepeahdexamined the Bonds to be deposited in and imelde New Mexico Trust. Howeve
although no opinion is expressed herein regardiet snatters, it is assumed that: (i) the Bonds waligly issued, (ii) the interest thereon is
excludable from gross income for federal incomegarposes and (iii) interest on the Bonds, if reedidirectly by a Unitholder, would be
exempt from the New Mexico income taxes applicablimdividuals and corporations (collectively, tiidew Mexico State Income Tax"). At
the respective times of issuance of the Bonds,iamirelating to the validity thereof and to themption of interest thereon from federal
income tax were rendered by bond counsel to theentive issuing authorities. In addition, with respto the Bonds, bond counsel to the
issuing authorities rendered opinions as to thengtien of interest from the New Mexico State Incofiax. Neither the Sponsor nor its
counsel has made any review for the New Mexico flofithe proceedings relating to the issuance @Bbnds or of the bases for the opini
rendered in connection therewith. The opinion eghfbelow does not address the taxation of perstives than full time residents of New
Mexico.

In the opinion of Chapman and Cutler, Special Celittsthe Fund for New Mexico tax matters, unddsting law as of the date of this
Prospectus and based upon the assumptions seafmife:

(1) The New Mexico Trust will not be subject to taxder the New Mexico State Income Tax.

(2) Interest on the Bonds which is exempt fromNesv Mexico State Income Tax when received by thes Neexico Trust, and which would
be exempt from the New Mexico State Income Tardkived directly by a Unitholder, will retain itagis as exempt from such tax when
received by the New Mexico Trust and distributeduoh Unitholder provided that the New Mexico Trenplies with the reporting
requirements contained in the New Mexico State imed ax regulations.

(3) To the extent that interest income derived ftomNew Mexico Trust by a Unitholder with respecPossession Bonds in excludable fi
gross income for federal income tax purposes puatdoa48 U.S.C. Section 745, 48 U.S.C.
Section 1423a or 48 U.S.C. Section 1403, suchdasténcome will not be subject to New Mexico Statsome Tax.

(4) Each Unitholder will recognize gain or loss feew Mexico Income Tax purposes if the Trusteeagg of a bond (whether by
redemption, sale or otherwise) or if the Unitholdsteems or sells Units of the New Mexico Trughiextent that such a transaction results
in a recognized gain or loss to such UnitholderMederal income tax purposes.

(5) The New Mexico State Income Tax does not peaniéduction of interest paid on indebtednesstmraixpenses incurred (or continued)
in connection with the purchase or carrying of Wit the New Mexico Trust to the extent that inséiecome related to the ownership of
Units is exempt from the New Mexico State Income&.Ta

Chapman and Cutler has expressed no opinion wsffer to taxation under any other provisions of Mésxico law. We have assumed that
at the respective times of issuance of the Borgisjans relating to the validity thereof and to #vemption of interest thereon from Federal
income tax were rendered by bond counsel to theentive issuing authorities. In addition, we hassumed that, with respect to the New
Mexico Bonds, bond counsel to the issuing authewitendered opinions as to the exemption of intém@® the New Mexico Income Tax
and, with respect to the Possession Bonds, bonasebto the issuing authorities rendered opinian®ahe exemption from all state and Ic
income taxation of the Possession Bonds and tkeeisit thereon. Neither the Sponsor nor its courseimade any review for the New Me»
Trust of the proceedings relating to the issuaricheoBonds or of the bases for the opinions reedl@r connection therewith. Investors
should consult their tax advisors regarding cotkteax consequences under New Mexico law relatinfpe ownership of the Units,
including, but not limited to, the inclusion of imme attributable to ownership of the Units in "nfdl gross income” for purposes of
determining eligibility for and the amount of then income comprehensive tax rebate, the child dag credit, and the elderly taxpayers'
property tax rebate and the applicability of otNew Mexico taxes, such as the New Mexico estate tax

New York Risk Factors. The financial condition bétState of New York is affected by various natipaeonomic, social and environmen
policies and conditions. Additionally, Constitutelrand statutory limitations imposed on the Staie its local governments concerning taxes,
bond indebtedness and other matters may const@irevenue-generating capacity of the State ardcdéd governments and, therefore, the
ability of the issuers of the Bonds to satisfy thadiligations. Historically, the State has been ohthe wealthiest states in the nation; howe



for decades the State economy has grown more skwatythat of the nation as a whole, gradually ieipthe State's relative economic
affluence.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The economyenftate continues to be influenced by the finarwalth of the City of New York, which
faces greater competition as other major citieeligwfinancial and business capabilities. The Statefor many years had a very high state
and local tax burden relative to other states. durelen of State and local taxation, in combinatidth the many other causes of regional
economic dislocation, has contributed to the densiof some businesses and individuals to relanatide, or not locate within, the State.

The State is party to numerous lawsuits in whickd@werse final decision could materially affect 8tate's governmental operations and
consequently its ability to pay debt service oroliigations. On January 21, 1994, the State ethiete a settlement with Delaware with
respect to State of Delaware v. State of New Y®oHe State made an immediate $35 million paymentagmeed to make a $33 million anr
payment in each of the next five fiscal years. Bkege has not settled with other parties to tligelkion and will continue to incur litigation
expenses as to those claims.

All outstanding general obligation bonds of thet&tre rated "A" by Standard and Poor's and "Ag2Vibody's.

Further information concerning New York risk factanay be obtained upon request to the Sponsorsasiloked in "Additional Information”.
Tax Status. At the time of the closing for each Nvk Trust, Special Counsel to the Fund for Newkrtax matters rendered an opinion
under then existing New York income tax law apgleato taxpayers whose income is subject to Nevk Yiotome taxation substantially to
the effect that: The New York Trust is not an agsiian taxable as a corporation and the incom&éeMNew York Trust will be treated as the
income of the Unitholders under the income tax lafhe State and City of New York. Individuals wieside in New York State or City w
not be subject to State and City tax on interestrime which is exempt from Federal income tax uiséetion 103 of the Internal Revenue
Code of 1986 and derived from obligations of NewkyState or a political subdivision thereof, altgbuhey will be subject to New York
State and City tax with respect to any gains redliwhen such obligations are sold, redeemed orgtaithturity or when any such Units are
sold or redeemed.

A resident of New York State (or New York City) Wile subject to New York State (or New York Cityrponal income tax with respect to
gains realized when New York Obligations held ie Mew York Trust are sold, redeemed or paid at ritgtar when his Units are sold or
redeemed, such gain will equal the proceeds of sademption or payment less the tax basis of i Mork Obligation or Unit (adjusted to
reflect (a) the amortization of premium or discquihany, on New York Obligations held in the Trugt) accrued original issue discount, w
respect to each New York Obligation which, at iheetthe New York Obligation was issued had origisalie discount, and (c) the deposit of
New York Obligations with accrued interest in theigt after the Unitholder's settlement da

Interest or gain from the New York Trust derivedabynitholder who is not a resident of New Yorkt&tgor New York City) will not be
subject to New York State (or New York City) perabmcome tax, unless the Units are property engaap a business, trade, profession or
occupation carried on in New York State (or New K Gity).

Amounts paid on defaulted New York Obligations hieycthe Trustee under policies of insurance issuidiu respect to such New York
Obligations will be excludable from income for N&wrk State and New York City income tax purposéand to the same extent as, such
interest would have been excludable if paid byrdspective issuer.

For purposes of the New York State and New Yorly @dnchise tax on corporations, Unitholders whacé subject to such tax will be
required to include in their entire net income artgrest or gains distributed to them even thougtriduted in respect of New York
obligations.

If borrowed funds are used to purchase Units inTthest, all (or part) of the interest on such ingelmess will not be deductible for New York
State and New York City tax purposes. The purclod&éits may be considered to have been made wittotved funds even though such
funds are not directly traceable to the purchadérifs in any New York Trust.

North Carolina Risk Factors. The financial conditif the State of North Carolina is affected byimas national, economic, social a
environmental policies and conditions. AdditionalBonstitutional and statutory limitations imposedthe State and its local governments
concerning taxes, bond indebtedness and othernsatigy constrain the revenue-generating capacitiyeoState and its local governments
and, therefore, the ability of the issuers of tleaés to satisfy their obligations.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The State's eaiorizase is diversified, consisting of manufactgriconstruction and service industries,
supplemented by rural areas with selective comrakagjriculture. The State has a relatively high evldpor market which has resulted in the
State's business sector becoming more vulneralglenpetitive pressures.

The State is a party to numerous lawsuits in whitladverse final decision could materially affbéet State's governmental operations and
consequently its ability to pay debt service orolifigations.

The State of North Carolina currently maintaingrgple A" bond rating from Standard & Poor's andddg's on its general obligatic



indebtedness. Further information concerning N@aholina risk factors may be obtained upon regigetite Sponsor as described in
"Additional Information”. Tax Status. At the timé the closing for each North Carolina Trust, Spe€iaunsel to the Fund for North Carolina
tax matters rendered an opinion under then exidlioigh Carolina income tax law applicable to tax@aywhose income is subject to North
Carolina income taxation substantially to the dffaat:

In the opinion of special counsel to the Fund fortN Carolina tax matters, under existing Northdliaa law: Upon the establishing of the
North Carolina Trust and the Units thereunt

(1) The North Carolina Trust is not an "associdtiaxable as a corporation under North Carolinavdth the result that income of the North
Carolina Trust will be deemed to be income of tmitlblder.

(2) Interest on the Bonds that is exempt from N@#nolina income tax when received by the Northoiaa Trust will retain its tax-exempt
status when received by the Unitholders.

(3) Unitholders will realize a taxable event whea North Carolina Trust disposes of a Bond (whelilyesale, exchange, redemption or
payment at maturity) or when a Unitholder redeemsetis his Units (or any of them), and taxablengdbr Federal income tax purposes may
result in gain taxable as ordinary income for N@#rolina income tax purposes. However, when a Basdbeen issued under an act of the
North Carolina General Assembly that provides #ilihcome from such Bond, including any profit neafdom the sale thereof, shall be fi
from all taxation by the State of North Carolinaya&uch profit received by the North Carolina Trwét retain its tax-exempt status in the
hands of the Unitholders.

(4) Unitholders must amortize their proportiondtares of any premium on a Bond. Amortization farhetaxable year is accomplished by
lowering the Unitholder's basis (as adjusted) smUnits with no deduction against gross incomeheryear.

(5) The Units are exempt from the North Carolinada intangible personal property so long as thpws of the North Carolina Trust rema
composed entirely of Bonds or, pending distributmounts received on the sale, redemption or fihatfrthe Bonds and the Trustee
periodically supplies to the North Carolina Depatinof Revenue at such times as required by thairapnt of Revenue a complete
description of the North Carolina Trust and alsenlame, description and value of the obligatiorid methe corpus of the North Carolina
Trust.

Ohio Risk Factors. The financial condition of that8 of Ohio is affected by various national, ecoi social and environmental policies |
conditions. Additionally, Constitutional and statoyt limitations imposed on the State and its l@gmalernments concerning taxes, bond
indebtedness and other matters may constrain #e@ue-generating capacity of the State and itd pmeernments and, therefore, the ability
of the issuers of the Bonds to satisfy their olilayes. The State operates on the basis of a fiseahium for its appropriations and
expenditures, and is precluded by law from endisdiscal year or fiscal biennium in a deficit pomn.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The Ohio econaonyinues to rely in part on durable goods manufaug, largely concentrated in motor
vehicles and equipment, steel, rubber productshandehold appliances. Yet, the Ohio economy hasrbeenore diversified with expansion
into the service and other non-manufacturing sec#s a result, general economic activity, as imynather industrially-developed states,
tends to be more cyclical than in some other statélsin the nation as a whole. Agriculture is apamant segment of the economy, with over
half the State's area devoted to farming and ajpately 16% of total employment in agribusiness.

The State is a party to numerous lawsuits in whitladverse final decision could materially affbéet State governmental operations and
consequently its ability to pay debt service orolifigations.

Further information concerning Ohio risk factorsyne obtained upon request to the Sponsor as deddn "Additional Information™.

Tax Status. At the time of the closing for eachdhiust, Special Council to each Ohio Trust for @taix matters rendered an opinion under
then existing Ohio income tax law applicable topayers whose income is subject to Ohio income i@xaubstantiality to the effect that:

Commencing in 1985, Ohio municipalities may be péed under Ohio law to subject interest on certdithe obligations held by the Ohio
Trust to income taxes imposed on their residentsestities doing business therein. In the opinib8aquire, Sanders & Dempsey, special
counsel to the Fund for Ohio tax matters, undestiag law:

(1) The Ohio Trust is not taxable as a corporatipntherwise for purposes of the Ohio personalimedax, school district or municipal
income taxes in Ohio, the Ohio corporation franehéx, or the Ohio dealers in intangibles tax.

(2) Distributions with respect to Units of the ORitust ("Distributions™) will be treated as the @mse of the Unitholders for purposes of the
Ohio personal income tax, and school district amchigipal income taxes in Ohio and the Ohio corgorafranchise tax in proportion to the
respective interest therein of each Unitholder.

(3) Distributions properly attributable to interest obligations issued by or on behalf of the Stdt®hio, political subdivisions thereof,



agencies or instrumentalities thereof ("Ohio OHlmgyas") held by the Trust are exempt from the Qbeosonal income tax, school district and
municipal income taxes in Ohio, and are excludethfthe net income base of the Ohio corporationctigse tax when distributed or deemed
distributed to Unitholders.

(4) Distributions properly attributable to interest obligations issued by the government of Puito, the Virgin Islands or Guam
("Territorial Obligations") held by the Ohio Trutste interest on which is exempt from state incoaxes$ under the laws of the United States
are exempt from the Ohio personal income tax, andicipal and school district income taxes in Ohid gprovided such interest is excluded
from gross income for federal income tax purpoass excluded from the net income base of the Otviparation franchise tax when
distributed or deemed distributed to Unitholders.

(5) Distributions properly attributable to proceedsnsurance paid to the Ohio Trust that repressaturing or matured interest on defaulted
obligations held by the Ohio Trust and that ardweded from gross income for federal income tax pegs will be exempt from Ohio perso
income tax, and school district and municipal inediaxes in Ohio and the net income base of the @drporation franchise tax.

(6) Distributions of profit made on the sale, exudp@ or other disposition by the Ohio Trust of O@ioligations including distributions of
"capital gain dividends" as defined in Section 8&)(C) of the Code, properly attributable to Hade, exchange or other disposition of Ohio
Obligations are exempt from Ohio personal incomxeaad school district and municipal income taxe®hio, and are excluded from the net
income base of the Ohio corporation franchise tax.

Oklahoma Risk Factors. The financial conditiontwd State of Oklahoma is affected by various natj@wnomic, social and environmental
policies and conditions. Additionally, Constitutadrand statutory limitations imposed on the Staig is local governments concerning taxes,
bond indebtedness and other matters may conshairevenue-generating capacity of the State andd#é governments and, therefore, the
ability of the issuers of the Bonds to satisfy thaligations.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. Oklahoma hagleread its economic base to rely less on petrolendragriculture and has expanded in
manufacturing. These industries tend to be highblical and there is no assurance that Oklahomaitget expansionary phase will continue.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service orolifigations.

The State maintains a bond rating of Aa3, A andffofn Moody's, Standard & Poor's and Fitch IBCA,.Ifformerly Fitch Investors Service,
L.P.), respectively, on its general obligation intkiness.

Further information concerning Oklahoma risk fastoray be obtained upon request to the Sponsorsasitoled in "Additional Information”.
Tax Status. At the time of the closing for eachabkima Trust, Special Counsel to the Fund for Okfehtax matters rendered an opinion
under then existing Oklahoma income tax law applie#o taxpayers whose income is subject to Oklahimoome taxation substantially to
the effect that: The assets of the Oklahoma Trilstensist of interest-bearing obligations issumdor on behalf of the State of Oklahoma
(the "State") or counties, municipalities, authiestor political subdivisions thereof (the "Oklah@®Bonds") or by the Commonwealth of
Puerto Rico, Guam and the United States Virgimid$a(the "Possession Bonds") (collectively, theri@s'). At the respective times of
issuance of the Oklahoma Bonds, certain, but noesgarily all, of the issues of the Oklahoma Bandy have been accompanied by an
opinion of bond counsel to the respective issuimerities that interest on such Oklahoma Bonds (@klahoma Tax-Exempt Bonds") are
exempt from the income tax imposed by the Statelddhoma that is applicable to individuals and cogtions (the "Oklahoma State Income
Tax"). The Trust may include Oklahoma Bonds theresgt on which is subject to the Oklahoma StaterireeTax (the "Oklahoma Taxable
Bonds"). See "Portfolio" which indicates by footaathich Oklahoma Bonds are Oklahoma Tax-Exempt Bgall other Oklahoma Bonds
included in the portfolio are Oklahoma Taxable Bend

Neither the Sponsor nor its counsel has indepetydexamined the Bonds to be deposited in and hmetdeé Trust. However, although
opinion is expressed herein regarding such maitdéssassumed that: (i) the Bonds were validlyes (i) the interest thereon is excludable
from gross income for Federal income tax purposes(#é) interest on the Oklahoma Tax-Exempt Boritlszceived directly by a Unitholder,
would be exempt from the Oklahoma State Income Aathe respective times of issuance of the Boog#ions relating to the validity
thereof and to the exemption of interest thereomfFederal income tax were rendered by bond cotasbé respective issuing authorities
addition, with respect to the Oklahoma Tax-Exemphds, bond counsel to the issuing authorities netblepinions as to the exemption of
interest from the Oklahoma State Income Tax. Neithe Sponsor nor its counsel has made any reviehé Trust of the proceedings
relating to the issuance of the Bonds or of thebdgr the opinions rendered in connection thefewihe opinion set forth below does not
address the taxation of persons other than fuk tiesidents of Oklahoma.

In the opinion of Special Counsel to the Fund fe&tgBoma tax matters, under existing laws as ofitite of this Prospectus and based upon
the assumptions set forth above:

(1) For Oklahoma State Income Tax purposes, thetTsunot an association taxable as a corporagiach Unitholder of the Trust will be
treated as the owner of a pro rata portion of thesffand the income of such portion of the Trudta treated as the income of the
Unitholder.



(2) Interest paid and original issue discountnif,con the Bonds which would be exempt from theab&ima State Income Tax if received
directly by a Unitholder will be exempt from the lBkoma State Income Tax when received by the Brgtdistributed to such Unitholder.
Unitholder's pro rata portion of any interest paidl original issue discount, if any, on the Bondhéclv would be subject to the Oklahoma
State Income Tax if received directly by a Unitheldncluding, for example interest paid and orgjiissue discount, if any, on the Oklahoma
Taxable Bonds, will be taxable to such Unitholder®klahoma State Income Tax purposes when recdyede Trust.

(3) To the extent that interest paid and origisalie discount, if any, derived from the Trust hyrétholder with respect to Possession Bonds
is excludable from gross income for Federal incéaxepurposes pursuant to 48 U.S.C. Section 745].88C. Section 1423a, and 48 U.S.C.
Section 1403, such interest paid and original isiseount, if any, will not be subject to the Oldata State Income Tax.

(4) Each Unitholder of the Trust will recognize mai loss for Oklahoma State Income Tax purposteiflrustee disposes of a Bond
(whether by redemption, sale, or otherwise) onéf tUnitholder redeems or sells Units of the Traghe extent that such a transaction results
in a recognized gain or loss to such UnitholderMederal income tax purposes. Due to the amowizati bond premium and other basis
adjustments required by the Internal Revenue Cadnitholder, under some circumstances, may retdizable gain when his or her Units
are sold or redeemed for an amount equal to thigjinal cost.

(5) Although no opinion is expressed herein, weehagen informally advised by the Oklahoma Tax Cossion that any insurance proceeds
paid under policies which represent maturing irgeom defaulted obligations which are excludabbenfigross income for Federal income tax
purposes should be excludable from the Oklahomi® 8taome Tax to the same extent as such interasitvhave been if paid by the issuer
of such Bonds held by the Trust provided thathattime such policies are purchased, the amourdggasuch policies are reasonable,
customary and consistent with the reasonable eafi@atthat the issuer of the obligations, rathantthe insurer, will pay debt service on the
obligations.

(6) The Oklahoma State Income Tax does not permhétdaiction of interest paid or incurred on indehtss incurred or continued to purchase
or carry Units in the Trust, the interest on whiglexempt from such tax if such interest is notuttithle for Federal income tax purposes.

The scope of this opinion is expressly limitedhe tmatters set forth herein, and we express na offigions of law with respect to the state
or local taxation of the Trust, the purchase, owhigr or disposition of Units or the Unitholders en@@klahoma law. We have assumed th
the respective times of issuance of the Bonds,jopirelating to the validity thereof and to theewtion of interest thereon from Federal
income tax were rendered by bond counsel to theentive issuing authorities. In addition, we hassuaned that, with respect to the
Oklahoma Bonds, bond counsel to the issuing autbstiendered opinions as to the exemption of éstefrom the Oklahoma Income Tax
and, with respect to the Possession Bonds, bonsebto the issuing authorities rendered opinian®adhe exemption from all state and Ic
income taxation of the Possession Bonds and tkeeisit thereon. Neither the Sponsor nor its coureemade any review for the Trust of the
proceedings relating to the issuance of the Bonds the bases for the opinions rendered in conoetherewith.

Oregon Risk Factors. The financial condition of 8tate of Oregon is affected by various nationabnemic, social and environmental
policies and conditions. Additionally, Constitutelrand statutory limitations imposed on the Staie its local governments concerning taxes,
bond indebtedness and other matters may const@irevenue-generating capacity of the State adcdéd governments and, therefore, the
ability of the issuers of the Bonds to satisfy thaligations.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The Oregon ecgramtinues to slow after the economic boom ofdbestruction and manufacturing
industries in 1994-96. Oregon consumers are turtarmisiness as the primary force behind the Statwnomic expansion. Moreover,
Oregon could be impacted by problems in its timibdustry such as severe weather conditions.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service orolifigations.

The State maintains a bond rating of Aa, AA andffdn Moody's, Standard & Poor's and Fitch IBCA,.I(formerly Fitch Investors Servic
L.P.), respectively, on its general obligation intkiness.

Further information concerning Oregon risk factmi@y be obtained upon request to the Sponsor asilslesén "Additional Information”.

Tax Status. At the time of the closing for eachdoreTrust, Special Counsel to each Oregon TrugDfegon tax matters rendered an opinion
under then existing Oregon income tax law applieabltaxpayers whose income is subject to Oregoonire taxation substantially to the
effect that:

The assets of the Oregon Trust will consist ofredgebearing obligations issued by or on behathefState of Oregon (the "State") or
counties, municipalities, authorities or politisaibdivisions thereof (the "Oregon Bonds") or by @@mmonwealth of Puerto Rico, Guam and
the United States Virgin Islands (the "Possessiond8") (collectively, the "Bonds"). Neither the $gor nor its counsel have independent
examined the Bonds to be deposited in and heldarOregon Trust. Although no opinion is expressa@in regarding such matters, it is
assumed that: (i) the Bonds were validly issuaplti{e interest thereon is excludable from groseine for Federal income tax purposes; and
(iii) interest on the Bonds, if received directly &n Oregon Unitholder, would be exempt from theddn income tax applicable to
individuals (the "Oregon Personal Income Ta



In the opinion of counsel to the Sponsor, undestaxg Oregon law and based on the assumptionsgbtdbove:

The Oregon Trust is not an association taxableas@oration and based upon an administrativeaitbe Oregon State Department of
Revenue, each Oregon Unitholder of the Oregon Twilsbe essentially treated as the owner of arata portion of the Oregon Trust and the
income of such portion of the Oregon Trust willtbeated as the income of the Oregon Unitholdefi@gon Personal Income Tax purposes;

Interest on the Bonds which is exempt from the Onegersonal Income Tax when received by the Or&gost, and which would be exempt
from the Oregon Personal Income Tax if receiveddliy by an Oregon Unitholder, will retain its staias exempt from such tax when
received by the Oregon Trust and distributed t@eggon Unitholder;

To the extent that interest derived from the Oregarst by an Oregon Unitholder with respect toRossession Bonds is excludable from
gross income for Federal income tax purposes patsaat8 U.S.C. Section 745, 48 U.S.C.
Section 1423a and 48 U.S.C. Section 1403, suctesttavill not be subject to the Oregon Personabime Tax;

Each Oregon Unitholder of the Oregon Trust willogeize gain or loss for Oregon Personal Incomeptaposes if the Trustee disposes of a
bond (whether by redemption, sale or otherwisef) thhe Oregon Unitholder redeems or sells Unitshef Oregon Trust to the extent that such
a transaction results in a recognized gain ortiessich Oregon Unitholder for Federal income tasppses; and

The Oregon Personal Income Tax does not permitaatien of interest paid or incurred on indebtedriasurred or continued to purchase or
carry Units in the Oregon Trust, the interest oriclvlis exempt from such Tax.

Investors should consult their tax advisers regardbpllateral tax consequences under Oregon latimglto the ownership of the Units,
including, but not limited to, the calculation afét pension income" tax credits for retirees amdapplicability of other Oregon taxes.

Counsel to the Sponsor has not examined any dadnels to be deposited and held in the Oregon Tuste proceedings for the issuance
thereof or the opinions of bond counsel with respieereto and therefore it expresses no opinido #s exemption from the Oregon Pers:
Income Tax of interest on the Bonds if receiveadtiy by an Oregon Unitholder. In addition, progpexpurchasers subject to the Oregon
corporate income tax should be advised that fopgaes of the Oregon Corporate Income (Excise) iterest on the Bonds received by the
Oregon Trust and distributed to an Oregon Unithosdeject to such tax will be added to the corpofategon Unitholder's Federal taxable
income and therefore will be taxable. No opinioeipressed regarding the Oregon taxation of foreigiomestic insurance companies. We
have assumed that at the respective times of issuafrthe Bonds, opinions relating to the validitgreof and to the exemption of interest
thereon from Federal income tax were rendered Iyl lmounsel to the respective issuing authoritiesiddition, we have assumed that, with
respect to the Oregon Bonds, bond counsel to #uénig authorities rendered opinions as to the exempf interest from the Oregon Income
Tax and, with respect to the Possession Bonds, boudsel to the issuing authorities rendered opmas to the exemption from all state and
local income taxation of the Possession Bonds laadhterest thereon. Neither the Sponsor nor imsel has made any review for the Ore
Trust of the proceedings relating to the issuarficheBonds or of the bases for the opinions reedi@r connection therewith.

Pennsylvania Risk Factors. The financial conditbthe Commonwealth of Pennsylvania is affecteddnyous national, economic, social ¢
environmental policies and conditions. AdditionalBonstitutional and statutory limitations imposedthe State and its local governments
concerning taxes, bond indebtedness and othernmatiey constrain the revenue-generating capacityeo€ommonwealth and its local
governments and, therefore, the ability of theasswf the Bonds to satisfy their obligations. bligtally, the Commonwealth has experienced
significant revenue shortfalls.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. Historically,éhenomy of the Commonwealth has been dependemavry industry and manufacturing.
Growth in the Commonwealth economy has more regdettn in the service sector, including trade, thesdrvices and educational
institutions. Growth in these sectors may be affédty federal funding and state legislation.

The Commonwealth is a party to numerous lawsuitshith an adverse final decision could materiaffget the Commonwealth's
governmental operations and consequently its phdipay debt service on its obligations.

All outstanding general obligation bonds of the @oomwealth are rated AA- by Standard and Poor'sfagiby Moody's.

Further information concerning Pennsylvania risktdas may be obtained upon request to the Spomssdescribed in "Additional

Information”. Tax Status. At the time of the claggifor each Pennsylvania Trust, the respective aunghe Pennsylvania Trusts rendered an
opinion under then existing Pennsylvania incomdamxapplicable to taxpayers whose income was stilgePennsylvania income taxation
substantially to the effect that: We have examicedain laws of the State of Pennsylvania (thetéS}do determine their applicability to the
Pennsylvania Trust and to the holders of Unith@&Rennsylvania Trust who are residents of thes $faPennsylvania (the "Unitholders").
The assets of the Pennsylvania Trust will condigiterest-bearing obligations issued by or on lfebfethe State, any public authority,
commission, board or other agency created by thie 8t a political subdivision of the State, orifical subdivisions thereof (the "Bonds").
Distributions of income with respect to the Bondseaived by the Pennsylvania Trust will be made mlgnt

Although we express no opinion with respect thergtoendering the opinion expressed herein, welzsumed that: (i) the Bonds were
validly issued by the State or its municipalitias,the case may be, (ii) the interest thereondiidable from gross income for federal inca



tax purposes, (iii) the interest thereon is exefrgrh Pennsylvania State and local taxes and (&)Bbnds are exempt from county personal
property taxes. This opinion does not addressakation of persons other than full-time resideritBennsylvania.

Based on the foregoing, and review and considerati@xisting State laws as of this date, it is opinion, and we herewith advise you, as
follows:

(1) The Pennsylvania Trust will have no tax lialifior purposes of the personal income tax (thes&®al Income Tax"), the corporate
income tax (the "Corporate Income Tax") and thatahptock-franchise tax (the "Franchise Tax"),adlivhich are imposed under the
Pennsylvania Tax Reform Code of 1971, or the Palfgda School District Investment Net Income Tde(tPhiladelphia School Tax")
imposed under Section 19-1804 of the Philadelploidelf Ordinances.

(2) Interest on the Bonds, net of Pennsylvania fleMpenses, which is exempt from the Personal lecdax when received by the
Pennsylvania Trust and which would be exempt fraghgax if received directly by a Unitholder, widltain its status as exempt from such
tax when received by the Pennsylvania Trust antildiged to such Unitholder. Interest on the Bowdhéch is exempt from the Corporate
Income Tax and the Philadelphia School Tax wheaived by the Pennsylvania Trust and which wouléxempt from such taxes if receiv
directly by a Unitholder, will retain its status e@sempt from such taxes when received by the Pérarsg Trust and distributed to such
Unitholder.

(3) Distributions from the Pennsylvania Trust &iiteble to capital gains recognized by the Penasyd/Trust upon its disposition of a Bond
issued on or after February 1, 1994, will be tagdbt purposes of the Personal Income Tax and thpdtate Income Tax. No opinion is
expressed with respect to the taxation of distidngt from the Pennsylvania Trust attributable tpitzd gains recognized by the Pennsylvania
Trust upon its disposition of a Bond issued befegbruary 1, 1994,

(4) Distributions from the Pennsylvania Trust &iiteble to capital gains recognized by the Penasydv/Trust upon its disposition of a Bond
will be exempt from the Philadelphia School Tathié Bond was held by the Pennsylvania Trust foeréod of more than six months and the
Unitholder held his Unit for more than six monttefdre the disposition of the Bond. If, however, Bend was held by the Pennsylvania
Trust or the Unit was held by the Unitholder fqueziod of less than six months, then distributifrom the Pennsylvania Trust attributable to
capital gains recognized by the Pennsylvania Tupeh its disposition of a Bond issued on or aftgorary 1, 1994 will be taxable for
purposes of the Philadelphia School Tax; no opiiscexpressed with respect to the taxation of arch gains attributable to Bonds issued
before February 1, 1994.

(5) Insurance proceeds paid under policies whipheigent maturing interest on defaulted obligatieitisbe exempt from the Corporate
Income Tax to the same extent as such amountxelieded from gross income for federal income tasppaes. No opinion is expressed with
respect to whether such insurance proceeds arepgéxeam the Personal Income Tax or the Philadel@uhool Tax.

(6) Each Unitholder will recognize gain for purpss# the Corporate Income Tax if the Unitholdereeahs or sells Units of the Pennsylvania
Trust to the extent that such a transaction regultisrecognized gain to such Unitholder for fetlereome tax purposes and such gain is
attributable to Bonds issued on or after Februard994. No opinion is expressed with respect tadikation of gains realized by a Unitholder
on the sale or redemption of a Unit to the exteishsyain is attributable to Bonds issued priorebraary 1, 1994.

(7) A Unitholder's gain on the sale or redemptiba &nit will be subject to the Personal Income ;Texcept that no opinion is expressed v
respect to the taxation of any such gain to theret is attributable to Bonds issued prior to feaioy 1, 1994.

(8) A Unitholder's gain upon a redemption or sdl&wits will be exempt from the Philadelphia Schdalx if the Unitholder held his Unit for
more than six months and the gain is attributadiBdnds held by the Pennsylvania Trust for a peoioahore than six months. If, however,
the Unit was held by the Unitholder for less thannsonths or the gain is attributable to Bonds Hetdhe Pennsylvania Trust for a period of
less than six months, then the gains will be subgthe Philadelphia School Tax; except that nimiop is expressed with respect to the
taxation of any such gains attributable to Bondaésl before February 1, 1994.

(9) The Bonds will not be subject to taxation untter County Personal Property Tax Act of June 9731(the "Personal Property Tax").
Personal property taxes in Pennsylvania are impasddadministered locally, and thus no assuranecdeajiven as to whether Units will be
subject to the Personal Property Tax in a partiquldsdiction. However, in our opinion, Units sHdunot be subject to the Personal Property
Tax.

Unitholders should be aware that, generally, irgieoa indebtedness incurred or continued to puecbasarry Units is not deductible for
purposes of the Personal Income Tax, the Corptmatane Tax or the Philadelphia School Tax.

We have not examined any of the Bonds to be degzbaitd held in the Pennsylvania Trust or the pidings for the issuance thereof or the
opinions of bond counsel with respect thereto, thedefore express no opinion as to the exemptimm fiederal or state income taxation of
interest on the Bonds if interest thereon had lieeeived directly by a Unitholder.

Chapman & Cutler has expressed no opinion witheesip taxation under any other provision of Petvayia law. Ownership of the Units
may result in collateral Pennsylvania tax consegeeno certain taxpayers. Prospective investorsldlemnsult their tax advisers as to the
applicability of any such collateral consequen:



South Carolina Risk Factors. The state of Soutll@er is affected by various national, economicialoand environmental policies and
conditions. Additionally, Constitutional and statoyt limitations imposed on the State and its l@gmalernments concerning taxes, bond
indebtedness and other matters may constrain te@ue-generating capacity of the State and itd [gmeernments and, therefore, the ability
of the issuers of the Bonds to satisfy their ohilayzs.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The State's eciorimase is diversified, consisting primarily of miacturing, but expanding into the trade
and service industries, supplemented by rural asthsselective commercial agriculture. The Steds h relatively high wage labor market
which has resulted in the State's business seetmmhing more vulnerable to competitive pressures.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service oroliigations. The State of South Carolina currentbintains a "triple A" bond rating from
Standard & Poor's and Moody's on its general otiigandebtedness. Further information concerningtB Carolina risk factors may be
obtained upon request to the Sponsor as descrd&diditional Information". Tax Status. At the tino¢ the closing for each South Carolina
Trust, Special Counsel for each South CarolinafffarsSouth Carolina tax matters rendered an opimieder then existing South Carolina
income tax law applicable to taxpayers whose incnseibject to South Carolina income taxation sartslly to the effect that:

In the opinion of special counsel to the Fund fouth Carolina tax matters, under existing Souttolza law:

(1) By the provision of paragraph (j) of Sectionf3Article 10 of the South Carolina Constitutioeyised 1977) intangible personal proper
specifically exempted from any and all ad valoremation.

(2) Pursuant to the provisions of Section 12-7-B3(s interpreted by South Carolina Revenue R#Biyl5, interest from obligations isst
by the State of South Carolina or any of its peditisubdivisions, as well as interest derived flmnds issued by the Government of Puerto
Rico, which is exempt from federal income taxesxempt from income taxes and that the exemptiagraoted extends to all recipients of
interest paid thereon through the Trust. (This igmimdoes not extend to so-called 63-20 obligatjons.

(3) The income of the Trust would be treated aenme to each Unitholder of the Trust in the proportihat the number of Units of the Trust
held by the Unitholder bears to the total numbddits of the Trust outstanding. For this reasaterest derived by the Trust that would not
be includable in income for South Carolina incoare jurposes when paid directly to a South Cardlingholder will be exempt from South
Carolina income taxation when received by the Tamst attributed to such South Carolina Unitholder.

(4) Each Unitholder will recognize gain or loss Swuth Carolina state income tax purposes if thust®e disposes of a Bond (whether by
payment on maturity, retirement or otherwise) dhé Unitholder redeems or sells his Unit.

(5) The Trust would be regarded, under South Qaaidéw, as a common trust fund and therefore rigestito taxation under any income tax
law of South Carolina.

The above described opinion has been concurred amlinformal ruling of the South Carolina Tax Comssion pursuant to Section 12-3-170
of the South Carolina Code.

Tennessee Risk Factors. The financial conditiohefState of Tennessee is affected by variousmafieconomic, social and environmental
policies and conditions. Additionally, Constitutelrand statutory limitations imposed on the Staie its local governments concerning taxes,
bond indebtedness and other matters may constmirevenue-generating capacity of the State adcdéd governments and, therefore, the
ability of the issuers of the Bonds to satisfy thabligations.

The economic vitality of the State and its varioagions and, therefore, the ability of the Stateé imlocal governments to satisfy the Bonds,
are affected by numerous factors. The State's eaiorizase is diversified, consisting of manufactgriconstruction and service industries,
supplemented by a diverse agricultural sector. @lsestors tend to be more cyclical than other s&cto

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service orolifigations.

The State of Tennessee currently maintains a "AAA&a" and "AAA" bond rating from Standard & Pogidoody's and Fitch IBCA, Inc.
(formerly Fitch Investors Service, L.P.), respeelyy on its general obligation indebtedness. Furitifermation concerning Tennessee risk
factors may be obtained upon request to the Sp@ssdescribed in "Additional Information". Tax $tsit At the time of the closing for each
Tennessee Trust, Special Counsel to the Fund fondssee tax matters rendered an opinion undeettisting Tennessee income tax law
applicable to taxpayers whose income is subjetetmessee income taxation substantially to theefifat: The assets of the Tennessee -
will consist of bonds issued by the State of Teraegthe "State") or any county or any municipalityolitical subdivision thereof, includir
any agency, board, authority or commission, ther@dt on which is exempt from the Hall Income Trap@sed by the State of Tennessee
("Tennessee Bonds") or by the Commonwealth of BURito (the "Puerto Rico Bonds") (collectively, tHgonds").

Under Tennessee law, a unit investment trust texabla grantor trust for federal income tax purpdsentitled to special Tennessee Statt
treatment (as more fully described below) with exdo its proportionate share of interest incoseeived or accrued with respect to



Tennessee Bonds. Tennessee law also provides ampgar for distributions made by a unit investmenst or mutual fund that are
attributable to "bonds or securities of the Unitdtes government or any agency or instrumentdigseof’ ("U.S. Government, Agency or
Instrumentality Bonds"). If it were determined tlla¢ Trust held assets other than Tennessee BotdlSoGovernment, Agency or
Instrumentality Bonds, a proportionate share difrifistions from the Trust would be taxable to Unitters for Tennessee Income Tax
purposes.

Further, this provision appears only to provideeaamption for distributions that relate to interi@sbme, distributions by the Trust that relate
to capital gains realized from the sale or redeomptif Tennessee Bonds or U.S. Government, Agentiystnumentality Bonds are likely to
treated as taxable dividends for purposes of tHelitaome Tax. However, capital gains realized dieby a Unitholder when the Unitholder
sells or redeems his Unit will not be subject te Hall Income Tax. The opinion set forth below ases that the interest on the Tennessee
Bonds, if received directly by a Unitholder, wolld exempt from the Hall Income Tax under TenneSsa& law. This opinion does not
address the taxation of persons other than fuk-tiesidents of the State of Tennessee.

Because this provision only provides an exemptardfstributions attributable to interest on TerseesBonds or U.S. Government, Agency
or Instrumentality Bonds, it must be determined thlbebonds issued by the Government of Puerto Riatify as U.S. Government, Agency
or Instrumentality Bonds. For Hall Income Tax pwses, there is currently no published administratiterpretation or opinion of the
Attorney General of Tennessee dealing with thaustaf distributions made by unit investment trisstsh as the Tennessee Trust that are
attributable to interest paid on bonds issued byGbvernment of Puerto Rico. However, in a letised August 14, 1992 (the
"Commissioner's Letter"), the Commissioner of th&t&of Tennessee Department of Revenue advise®tieato Rico would be an
"instrumentality” of the U.S. Government and trelddends issued by the Government of Puerto Ridd.&sGovernment, Agency or
Instrumentality Bonds. Based on this conclusioa,@lmmmissioner advised that distributions from aualfund attributable to investments
Puerto Rico Bonds are exempt from the Hall Incorar. Both the Sponsor and Chapman and Cutler, fiqrgses of its opinion (as set forth
below), have assumed, based on the Commissioredtesr | that bonds issued by the Government of BiRitto are U.S. Government, Ager
or Instrumentality Bonds. However, it should beeubthat the position of the Commissioner is notlirig, and is subject to change, even on a
retroactive basis.

The Sponsor cannot predict whether new legislatitiroe enacted into law affecting the tax statfi ennessee Trusts. The occurrence of
such an event could cause distributions of inteénestme from the Trust to be subject to the Hadbime Tax. Investors should consult their
own tax advisors in this regard. It is assumedfoposes of the discussion and opinion below timBonds constitute debt for federal
income tax purposes.

In the opinion of Chapman and Cutler, Counsel &3ponsor, under existing Tennessee State lawths dfte of this prospectus: For
purposes of the Hall Income Tax, the TennesseesExXiGx imposed by Section 67-4-806 (the "State @atp Income Tax"), and the
Tennessee Franchise Tax imposed by Section 67-4#803 ennessee Trust will not be subject to saxbg.

For Hall Income Tax purposes, a proportionate shéseich distributions from the Tennessee Trustrgholders, to the extent attributable to
interest on the Tennessee Bonds (based on thvegbmbportion of interest received or accruedlattable to Tennessee Bonds) will be
exempt from the Hall Income Tax when distributedtich Unitholders. Based on the Commissioner'stLaltstributions from the Trust to
Unitholders, to the extent attributable to intemsthe Puerto Rico Bonds (based on the relatiopgation of interest received or accrued
attributable to the Puerto Rico Bonds) will be epéfnrom the Hall Income Tax when distributed toslnitholders. A proportionate share
distributions from the Tennessee Trust attributablassets other than the Bonds would not, undeertulaw, be exempt from the Hall
Income Tax when distributed to Unitholders.

For State Corporate Income Tax Purposes, Tenn&ssatoes not provide an exemption for interest enfiessee Bonds and requires that all
interest excludable from Federal gross income meshcluded in calculating "net earnings" subjedhie State Corporate Income Tax. No
opinion is expressed regarding whether such taXduvoe imposed on the earnings or distributionshefTennessee Trust (including interest
on the Bonds or gain realized upon the dispositiotie Bonds by the Tennessee Trust) attributablénitholders subject to the State
Corporate Income Tax. However, based upon pridttevriadvice from the Tennessee Department of Reyexarnings and distributions from
the Tennessee Trust (including interest on the &ssee Bonds or gain realized upon the disposifitimeoTennessee Bonds by the Tennessee
Trust) attributable to the Unitholders should berapt from the State Corporate Income Tax. The jposdf the Tennessee Department of
Revenue is not binding, and is subject to changen en a retroactive basis.

Each Unitholder will realize taxable gain or loss $tate Corporate Income Tax purposes when thenalder redeems or sells his Units, at a
price that differs from original cost as adjusteddccretion or any discount or amortization of amgmium and other basis adjustments,
including any basis reduction that my be requietetlect a Unitholder's share of interest, if amggruing on Bonds during the interval
between the Unitholder's settlement date and tteesiach Bonds are delivered to the Tennessee Tirleggr. Tax basis reduction
requirements relating to amortization of bond pramimay, under some circumstances, result in Urdéhslrealizing taxable gain when the
Units are sold or redeemed for an amount equal less than their original cost.

For purposes of the Tennessee Property Tax, theebsee Trust will be exempt from taxation with ez$io the Bonds it holds. As for the
taxation of the Units held by the Unitholders, aligh intangible personal property is not presesitlgject to Tennessee taxation, no opinic
expressed with regard to potential property taxatibthe Unitholders with respect to the Units hesmathe determination of whether property
is exempt from such tax is made on a county by gobasis.

No opinion is expressed herein regarding whethgrremce proceeds paid in lieu of interest on thedBdield by the Tennessee Tr



(including the Tennessee Bonds) are exempt fronHedelncome Tax. Distributions of such proceed#)titholders may be subject to the
Hall Income Tax.

The Bonds and the Units held by the Unitholder wilt be subject to Tennessee sales and use taxes.

We have not examined any of the Bonds to be degzbaitd held in the Tennessee Trust or the proog®élin the issuance thereof or the
opinions of bond counsel with respect thereto, thedefore express no opinion as to the exemptimm fBtate income taxes of interest on the
Bonds if received directly by a Unitholder. We hassumed that at the respective times of issudrtbe 8onds, opinions relating to the
validity thereof and to the exemption of interdsreon from Federal income tax were rendered by lbonnsel to the respective issuing
authorities. In addition, we have assumed that) vaspect to the Tennessee Bonds, bond counde isesuing authorities rendered opinions
as the exemption of interest from the Income téxgmsed and, with respect to the Possession Bowods, counsel to the issuing authorities
rendered opinions as the exemption from all statklacal income taxation of the Possession Bondslaainterest thereon. Neither the
Sponsor nor its counsel has made any review fof #gmnessee Trust of the proceedings relating tisfumnce of the Bonds or the bases for
the opinions rendered in connection therewith.

Chapman and Cutler has expressed no opinion wsffers to taxation under any other provision of B=see law. Ownership of the Units
may result in collateral Tennessee tax consequenaestain taxpayers. Prospective investors shooigult their tax advisors as to the
applicability of any such collateral consequences.

Texas Risk Factors. The financial condition of 8tate of Texas is affected by various nationalneatic, social and environmental policies

and conditions. Additionally, Constitutional andtsttory limitations imposed on the State and itelgovernments concerning taxes, bond

indebtedness and other matters may constrain #eaue-generating capacity of the State and itd pmeernments and, therefore, the ability
of the issuers of the Bonds to satisfy their olilayzs.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The Texas ladroefis concentrated in oil and gas extractiorelpips and petroleum production. These
industries tend to be highly cyclical. Texas's émtgndustries in terms of earnings have traditlprizeen services, government and trade.
There is no assurance that these industries wiliimoe to grow.

The State is a party to numerous lawsuits in whitladverse final decision could materially affbéet State's governmental operations and
consequently its ability to pay debt service orolifigations.

The State maintains a bond rating of Aa2 and AAanfidoody's and Standard & Poor's, respectively togeneral obligation indebtedness.
Further information concerning Texas risk factomyrbe obtained upon request to the Sponsor asilobeddn "Additional Information”. Tax
Status. At the time of the closing for each Texasst, Special Counsel to the Fund for Texas taxarmatendered an opinion under then
existing Texas income taw law applicable to taxpayehose income is subject to Texas income taxatirstantially to the effect that:

(1) Neither the State nor any political subdivis@frthe State currently imposes an income tax dividuals. Therefore, no portion of any
distribution received by an individual Unitholddrtbe Trust in respect of his Units, including atdbution of the proceeds of insurance in
respect of such Units, is subject to income taxalip the State or any political subdivision of Biate;

(2) Except in the case of certain transportatiosiiesses, savings and loan associations and igucampanies, no Unit of the Trust is
taxable under any property tax levied in the State;

(3) The "inheritance tax" of the State, imposedrupertain transfers of property of a deceased easitdividual Unitholder, may be
measured in part upon the value of Units of thesTincluded in the estate of such Unitholder; and

(4) With respect to any Unitholder which is subjexthe State corporate franchise tax, Units inTthest held by such Unitholder, and
distributions received therein, will be taken iaimcount in computing the "taxable capital” of thatblolder allocated to the State, one of the
bases by which such franchise tax is currently mnegis(the other being a corporation's "net capig@hed surplus,” which is, generally, its
corporate income plus officers and directors income

The opinion set forth in clause (2), above, istadito the extent that Units of the Trust may Hgextt to property taxes levied in the State if
held on the relevant date: (i) by a transportatiosiness described in V.T.C.A., Tax Code, Subchant€hapter 24; (ii) by a savings and
loan association formed under the laws of the Stateonly to the extent described in section 1bfhe Texas Savings and Loan Act,
Vernon's Ann. Civ. St. art. 852a); or

(iii), by an insurance company incorporated untlerlaws of the State (but only to the extent deedin V.A.T.S., Insurance Code, Art.
4.01). Each Unitholder described in the precedemgence should consult its own tax advisor witipeesto such matters.

Corporations subject to the State franchise taxishioe aware that in its first called 1991 sessibe,Texas Legislature adopted, and the
Governor has signed into law, certain substantr@radments to the State corporate franchise taxgfthet of which may be to subject to
taxation all or a portion of any gains realizedsligh a corporate Unitholder upon the sale, exchangéher disposition of a Unit. The
amendments are applicable to taxable periods comingedanuary 1991, and to each taxable perioddlftere Because no authoritative
judicial, legislative or administrative interpratat of these amendments has been issued, andrémagn many unresolved questic



regarding its potential effect on corporate fraseftaxpayers, each corporation which is subjettidcstate franchise tax and which is
considering the purchase of Units should conssiliaik advisor regarding the effect of these amemndsne

Virginia Risk Factors. The financial condition éiet Commonwealth of Virginia is affected by varioagional, economic, social and
environmental policies and conditions. The Virgi@ianstitution requires a balanced biennial budgdt@ntains limits on the amount of
general obligation bonds which the Commonwealthissme. Additionally, Constitutional and statuttingitations concerning taxes, bond
indebtedness and other matters may constrain #eaue-generating capacity of the Commonwealth &niddal governments and, therefore,
the ability of the issuers of the Bonds to satis#gir obligations.

The economic vitality of the Commonwealth and &sious regions and, therefore, the ability of tler@honwealth and its local governments
to satisfy the Bonds, are affected by numerousfacihe employment in the Commonwealth has bedrtantinues to be significantly and
adversely affected by the cutbacks in federal guwent spending, particularly defense, and the igahuof jobs in the mining industry.

The Commonwealth is a party to numerous lawsuitghith an adverse final decision could materiaffee the Commonwealth's
governmental operations and consequently, itstabdipay debt service on its obligations.

The Commonwealth of Virginia currently maintainméple A" bond rating from Standard & Poor's, Mgtgland Fitch IBCA, Inc. (formerly
Fitch Investors Service, L.P.).

Further information concerning Virginia risk facséamay be obtained upon request to the Sponsorsasiloied in "Additional Information”.

Tax Status. At the time of the closing for eachgifita Trust, Special Counsel to each Virginia TifiastVirginia tax matters rendered an
opinion under then existing Virginia income tax lapplicable to taxpayers whose income is subje¥irginia income taxation substantially
to the effect that: The assets of the Trust wilisist of interest-bearing obligations issued bgmbehalf of the Commonwealth of Virginia or
counties, municipalities, authorities or politisalbdivisions thereof (the "Virginia Bonds") andte@r bonds issued by Puerto Rico authorities
(the "Possession Bonds," and collectively with\irginia Bonds, the "Bonds").

Neither the Sponsor nor its counsel have indepahdexamined the Bonds to be deposited in and imefde Trust. However, although |
opinion is expressed herein regarding such maitassassumed that: (i) the Bonds were validlyess, (i) the interest thereon is excludable
from gross income for federal income tax purpoggslhie interest thereon is exempt from income itaposed by Virginia that is applicable
individuals and corporations (the "Virginia Incorax") and, (iv) with respect to the Possession Bophdnd counsel to the issuing authori
rendered opinions as to the exemption from alesdat local taxation. The opinion set forth belaesinot address the taxation of persons
other than full time residents of Virginia.

In the opinion of Chapman and Cutler, special celttsthe Fund for Virginia tax matters, under &Rrig law as of the date of this prospectus
and based upon the assumptions set forth above:

(1) The Virginia Trust is not an association taxaa$ a corporation for purposes of the Virginisome Tax and each Unitholder of the Trust
will be treated as the owner of a pro rata portbrach of the assets held by the Trust and the@mieocof such portion of the Virginia Trust
will be treated as income of the Unitholder forgases of the Virginia Income Tax.

(2) Interest on the Virginia Bonds which is exerfipin Virginia Income Tax when received by the Virigi Trust, and which would be
exempt from Virginia Income Tax if received dirgcly a Unitholder, will retain its status as exerfipm such tax when received by the T
and distributed to such Unitholder.

(3) Interest on the Possession Bonds which is eatlie from gross income for federal income tax paes and is exempt from state and local
taxation pursuant to federal law when receivedngyTrust will be exempt from Virginia income taxatiand therefore will not be includable
in the income of the Unitholder for Virginia incortex purposes when distributed by the Trust andived by the Unitholders.

(4) The Virginia legislature has recently enactdava, effective July 1, 1997, that would exemptfirthe Virginia Income Tax income deriv
on the sale or exchange of obligations of the Commealth of Virginia or any political subdivision arstrumentality of the Commonwealth
of Virginia. However, Virginia law does not addreglsether this exclusion would apply to gains reépgt through entities such as the
Virginia Trust. Accordingly, we express no opiniag to the treatment for Virginia Income Tax purgosgany gain or loss recognized by a
Unitholder for federal income tax purposes.

(5) The Virginia Income Tax does not permit a deatuncof interest paid on indebtedness incurredomtioued to purchase or carry Units in
the Virginia Trust to the extent that interest immorelated to the ownership of Units is exempt ftbmVirginia Income Tax.

In the case of Unitholders subject to the VirgiBenk Franchise Tax, the income derived by suchighlider from his pro rata portion of the
Virginia Bonds held by the Virginia Trust may affébe determination of such Unitholder's Bank Fhase Tax. Prospective investors subject
to the Virginia Bank Franchise Tax should consuéiit tax advisors. Chapman and Cutler has exprexseginion with respect to taxation
under any other provisions of Virginia law. Ownepsbf the Units may result in collateral Virginiax consequences to certain taxpayers.
Prospective investors should consult their tax sahgi as to the applicability of any such collatemisequences.

Washington Risk Factors. The financial conditioritef State of Washington is affected by variousonat, economic, social ar



environmental policies and conditions. AdditionalBonstitutional and statutory limitations imposedthe State and its local governments
concerning taxes, bond indebtedness and othernsatigy constrain the revenue-generating capacitiyeoState and its local governments
and, therefore, the ability of the issuers of tlem@s to satisfy their obligations.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. The State's espronsists of manufacturing, aerospace, governarghigriculture. These industries t
to be highly cyclical and there is no assurancedghawth in these industries will continue. Oné/¢éshington's major employers, Boeing
Company has had several years of downsizing andrenéntly began hiring. Fluctuation in this indystan have an adverse effect on the
state's economy. Washington could be impacted dlyl@ms in the agricultural sector, including crapures, severe weather conditions or
other agricultural-related problems.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service orolifigations.

The State maintains a bond rating of Aal, AA+ adrArom Moody's, Standard & Poor's and Fitch IBA#g. (formerly Fitch Investors
Service, L.P.), respectively, on its general oliliyaindebtedness.

Further information concerning Washington risk fastmay be obtained upon request to the Sponstesasibed in "Additional Information
Tax Status. At the time of closing for each Wastonglrust, Special Counsel to the Fund for Wasluingax matters, rendered an opinion
under then existing Washington law substantiallthe effect that:

(1) Neither the State of Washington nor any opiitical subdivisions imposes an income tax.

(2) The State imposes a business and occupatiamtéhe gross receipts of all business activit@sdeacted within the State, with certain
exceptions. The Washington Trust will not be subjechis tax. Distributions of the Washington Trircome paid to Unit holders who are
not engaged in a banking, loan, securities, orrdthancial business in the State (which businebse® been broadly defined) will not be
subject to the tax. Unit holders that are engagexhy of such financial businesses will be sulie¢he tax. Currently, the business and
occupation tax rate is 1.5%. Several cities impmsaparable business and occupation taxes or fiabngsinesses conducted within such
cities. The current rate in Seattle is .415%.

(3) The Units will not be subject to the State'srabrem property tax, nor will any sale, transiepossession of the Units be subject to State
or local sales or use taxes.

(4) Persons considering the purchase of Units shioellaware that proposals have recently been siegije the Governor and other officials
of the State that would, if enacted, subject irgeirecome received by persons resident in (or dbusiness within) the State to the business
and occupation tax, whether or not such personsragaged in a banking, loan, securities, or otinantial business. It is unclear whether
such proposals would exclude interest income ddrik@m obligations of the State and its politicabdivisions.

The foregoing is an abbreviated summary of cexththe provisions of Washington statutes and adstiaiive rules presently in effect, with
respect to the taxation of Unit holders of the Wiagton Trust. These provisions are subject to chdnglegislative or administrative actions,
or by court decisions, and any such change magtbeactive with respect to Washington Trust tratieas. Unit holders are advised to
consult with their own tax advisors for more degdilnformation concerning Washington State andl f@camatters. The foregoing summary
assumes that the Washington Trust will not conBlusiness activities within Washington.

West Virginia Risk Factors. The financial conditiofithe State of West Virginia is affected by vasmational, economic, social and
environmental policies and conditions. AdditionalBonstitutional and statutory limitations imposedthe State and its local governments
concerning taxes, bond indebtedness and othernsatigy constrain the revenue-generating capacitiyeoState and its local governments
and, therefore, the ability of the issuers of tlemés to satisfy their obligations.

The economic vitality of the State and its varioegions and, therefore, the ability of the State igmlocal governments to satisfy the Bonds,
are affected by numerous factors. West Virginiaisary employment is in the services, trade andegament. These sectors tend to be
cyclical and can cause problems for the economystWeginia has historically had a higher unempl@mrate than the U.S. which also
affects the economy.

The State is a party to numerous lawsuits in whitladverse final decision could materially afféet State's governmental operations and
consequently its ability to pay debt service orolifigations.

The State of West Virginia currently maintains aA*Aand "Al" bond rating from Standard & Poor's andddy's, respectively, on its gene
obligation indebtedness.

Further information concerning West Virginia rigicfors may be obtained upon request to the Spaissaescribed in "Additional

Information”. Tax Status. The assets of the Wesggixia Trust will consist of interedtearing obligations issued by or on behalf of tteteSof
West Virginia ("West Virginia") or counties, munpcilities, authorities or political subdivisions teef the interest on which is expected to
qualify as exempt from West Virginia income taxeéee("West Virginia Bonds") or by the CommonwealffPoerto Rico, Guam or the Unit



States Virgin Islands (the "Possession Bonds")éctively, the "Bonds").

Neither the Sponsor nor its counsel have indepahdexamined the Bonds to be deposited in and imefde Trust. However, although |
opinion is expressed herein regarding such maitassassumed that: (i) the Bonds were validlyess, (i) the interest thereon is excludable
from gross income for federal income tax purposek(éi) interest on the Bonds, if received dirgdily a Unitholder would be exempt from
the West Virginia personal income tax applicablentividuals (the "West Virginia Personal IncomexTja At the respective times of issual

of the Bonds, opinions relating to the validity idsef and to the exemption of interest thereon ffederal income tax were rendered by bond
counsel to the respective issuing authorities diitaon, with respect to the West Virginia Bondsnld counsel to the issuing authorities
rendered opinions as to the exemption of interesh fthe West Virginia Personal Income Tax and, wétspect to the Possession Bonds, bond
counsel to the issuing authorities rendered opgamto the exemption from all state and localimedaxation. Neither the Sponsor nor its
counsel has made any review for the West VirginiasTof the proceedings relating to the issuande@Bonds or of the bases for the
opinions rendered in connection therewith. The igpirset forth below does not address the taxatigrersons other than full-time residents
of West Virginia.

At the time of closing for each West Virginia TruSpecial Counsel to the Fund for West Virginianaatters rendered an opinion, based t
the assumptions set forth above, under then egitiast Virginia law substantially to the effectttha

(1) The West Virginia Trust will not be subjecttax under the West Virginia Corporation Net Incona, the West Virginia Business
Franchise Tax, or the West Virginia Personal Incdrag.

(2) Interest on the Bonds which is exempt from\West Virginia Personal Income Tax when receivedhg/\West Virginia Trust, and which
would be exempt from the West Virginia Personabme Tax if received directly by a Unitholder, wilitain its status as exempt from such
tax when received by the West Virginia Trust arstributed to such Unitholder.

(3) For Unitholders subject to the West Virginiar@aration Net Income Tax, income of the West Virgifrust received by them (except
interest income with respect to Possession Borsd® which no opinion is expressed) is not exemgphfthe West Virginia Corporation Net
Income Tax. However, such Unitholders may be entitb a credit against the tax imposed under thst Wieginia Corporation Net Income
Tax Law based on their ownership of Units in thestWérginia Trust. Unitholders should consult thewn advisors regarding the
applicability and computation of any such credit.

(4) Each Unitholder will recognize gain or loss West Virginia Personal Income Tax purposes iffthgstee disposes of a bond (whether by
redemption, sale or otherwise) or if the Unitholdedeems or sells Units of the West Virginia Trasthe extent that such a transaction results
in a recognized gain or loss to such Unitholderféaleral income tax purposes.

(5) Insurance proceeds paid under policies whiphasent maturing interest on defaulted obligatish&h are excludable from gross income
for federal income tax purposes should be exclfbm the West Virginia Personal Income Tax togame extent as such interest would
have been if paid by the issuer of such Bonds bglithe West Virginia Trust.

(6) The West Virginia Personal Income Tax doespeoinit a deduction of interest paid on indebtedimessred or continued to purchase or
carry Units in the West Virginia Trust to the extémat interest income related to the ownershipits is exempt from the West Virginia
Personal Income Tax.

We have not examined any of the Bonds to be degzbaitd held in the West Virginia Trust or the pemtiags for the issuance thereof or the
opinions of bond counsel with respect thereto, thedefore express no opinion as to the exemptimm fiederal or state income taxation of
interest on the Bonds if interest thereon had eeeived directly by a Unitholder. We have assuthetlat the respective times of issuanc
the Bonds, opinions relating to the validity thdrand to the exemption of interest thereon fromefatincome tax were rendered by bond
counsel to the respective issuing authorities diditeon, we have assumed that, with respect taflkest Virginia Bonds, bond counsel to the
issuing authorities rendered opinions as to thengtien of interest from the West Virginia IncomexTand, with respect to the Possession
Bonds, bond counsel to the issuing authoritiesessatiopinions as to the exemption from all statklacal income taxation of the Possession
Bonds and the interest thereon. Neither the Spamsoits counsel has made any review for the Totitie proceedings relating to the
issuance of the Bonds or of the bases for the opsiendered in connection therewith.

Counsel to the Sponsor has expressed no opinitnregpect to taxation under any other provisiowest Virginia law. Ownership of the
Units may result in collateral West Virginia taxnsequences to certain taxpayers. Prospective orgestiould consult their tax advisors as to
the applicability of any such collateral conseqeEndVe have been informally advised by the Legaiditin of the West Virginia Department
of Tax and Revenue that Units may be subject td\thst Virginia property tax (regardless of whettier Bonds held by the West Virginia
Trust would be exempt from such tax if held dirgdty a Unitholder).

EXPENSES
The Sponsor will not receive any fees in connectiith its activities relating to the Fund. HowevAmerican Portfolio Evaluation Services

division of Van Kampen Investment Advisory Corphieh is an affiliate of the Sponsor, will receiveetannual supervisory fee indicated
under "Summary of Essential Financial InformationProspectus Part | for providing portfolio sugsory services for the Fund. In additic



the Evaluator will receive the annual evaluatioa ifedicated under "Summary of Essential Financisdrimation” in Prospectus Part | for
evaluating each Trust's portfolio. These fees maged the actual costs of providing these serfimesa Trust but the total amount received
by the Evaluator for providing these services t&/ah Kampen unit investment trusts will not exceleel total cost of providing the service:
any calendar year. For its services the Trustda&deive the fee indicated under "Summary of EsakRinancial Information" in Prospectus
Part | (which may be reduced as described therBar}. of the Trustee's compensation for its sesvie@xpected to result from the use of the
funds being held in the Principal and Interest Acts for future distributions, payment of experaed redemptions since these Accounts are
non-interest bearing to Unitholders. These feedased on the outstanding principal amount of B@mtsUnits on the Date of Deposit for

the first year and as of the close of businessaonaky 1 for each year thereafter.

Premiums for any portfolio insurance are obligagioh each Insured Trust and are payable monthihéyrustee on behalf of the Trust. As
Bonds in an Insured Trust are redeemed by thgdeive issuers or are sold by the Trustee, theuatraf the premium will be reduced in
respect of those Bonds. If the Trustee exercisesigint to obtain permanent insurance, the premipaysble for such permanent insurance
will be paid solely from the proceeds of the sdléhe related Bonds.

The following additional charges are or may be inedi by the Trusts: (a) fees of the Trustee foramxtinary services, (b) expenses of the
Trustee (including legal and auditing expenses)armunsel designated by the Sponsor, (¢) vagowernmental charges, (d) expenses and
costs of any action taken by the Trustee to pratexfrusts and the rights and interests of Unitbid, (e) indemnification of the Trustee for
any loss, liability or expenses incurred by itlie administration of the Fund without negligenag] Eaith or willful misconduct on its part, (f)
any special custodial fees payable in connectidh thie sale of any of the Bonds in a Trust, (g)egxfitures incurred in contacting

Unitholders upon termination of the Trusts andog@dts incurred to reimburse the Trustee for advanitinds to the Trusts to meet scheduled
distributions (which costs may be adjusted perialdijan response to fluctuations in short-term iet# rates). The fees and expenses set forth
herein are payable out of the Trusts. When suchded expenses are paid by or owing to the Truiteg,are secured by a lien on the
portfolio of the applicable Trust. If the balandeshe Interest and Principal Accounts are insigfit to provide for amounts payable by a
Trust, the Trustee has the power to sell Bondsjosnch amounts.

Each month, the Trustee will deduct from the Irdefsccount and, to the extent funds are not sfictherein, from the Principal Account,
amounts necessary to pay the expenses of the Fboadlrustee also may withdraw from these Accoumth @smounts, if any, as it deems
necessary to establish a reserve for any goverminglmirges payable out of the Fund. Amounts sodnéthin shall not be considered a part of
the Fund's assets until such time as the Trustderskurn all or any part of such amounts to thprapriate Accounts. All costs and expenses
incurred in creating and establishing the Funduitiag the cost of the initial preparation, prirgiand execution of the Trust Agreement and
the certificates, legal and accounting expensegrtiding and selling expenses, expenses of thetdeuinitial evaluation fees and other out-
of-pocket expenses have been borne by the Sponhsorcast to the Fund.

ADDITIONAL INFORMATION

This Prospectus does not contain all the infornmasiet forth in the Registration Statement filedty Fund with the SEC. The Information
Supplement, which has been filed with the SEC pithet more detailed information concerning the Bpiml&stment risks and general
information about the Fund. This Prospectus incates by reference the entire Information Suppléniéme Information Supplement may
obtained by contacting the Trustee or is availalbdeg with other related materials at the SEC'srit site (http://www.sec.gov).

OTHER MATTERS

Legal Matters. The legality of the Units offereddi®y and certain matters relating to Federal taxHave been passed upon by Chapman and
Cutler, 111 West Monroe Street, Chicago, lllinc#663, as counsel for the Sponsor. Winston & Straasacted as counsel to the Trustee
special counsel to the Fund for New York tax matter

Independent Certified Public Accountants. The statet of condition and the related portfolio incldde Prospectus Part | have been audited
by Grant Thornton LLP, independent certified pullacountants, as set forth in their report in Peosis Part |, and are included herein in
reliance upon the authority of said firm as expgrtaccounting and auditing.
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No person is authorized to give any informatioicomake any representations not contained in tlusgectus; and any information
representation not contained herein must not ledrepon as having been authorized by the FundeoBponsor. This Prospectus does not
constitute an offer to sell, or a solicitation of @ffer to buy, securities in any state to any per® whom it is not lawful to make such offer in

such state.
This Prospectus contains information concerningritned and the Sponsor, but does not contain @allefnformation set forth in the

registration statements and exhibits relating tioerghich the Fund has filed with the Securitied &xchange Commission, Washington,
D.C., under the Securities Act of 1933 and the $twent Company Act of 1940, and to which referéadereby made.
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Municipal Bond Risk Factors

The Trusts include certain types of bonds descrif@dw. Accordingly, an investment in a Trust sliolsé made with an understanding of the
characteristics of and risks associated with suctdb. The types of bonds included in each Trustleseribed on the cover of the related
Prospectus Part I. Neither the Sponsor nor thet@eushall be liable in any way for any defaultiufia or defect in any of the Bonds.

Certain of the Bonds may be general obligations gbvernmental entity that are backed by the tagmger of such entity. All other Bonds
the Trusts are revenue bonds payable from the inafma specific project or authority and are ngipgrted by the issuer's power to levy
taxes. General obligation bonds are secured bissiuer's pledge of its faith, credit and taxing pofor the payment of principal and interest.
Revenue bonds, on the other hand, are payableronfythe revenues derived from a particular facitit class of facilities or, in some cases,
from the proceeds of a special excise tax or atpecific revenue source. There are, of courseatianis in the security of the different Bonds
in the Fund, both within a particular classificatiand between classifications, depending on nunsefeaiors.

Certain of the Bonds may be obligations which detheir payments from mortgage loans. Certain ofigiousing bonds may be FHA
insured or may be single family mortgage revenumdbassued for the purpose of acquiring from oggirg financial institutions notes
secured by mortgages on residences located whbirssuer's boundaries and owned by persons oflanoderate income. Mortgage loans
are generally partially or completely prepaid ptiotheir final maturities as a result of eventstsas sale of the mortgaged premises, default,
condemnation or casualty loss. Because these lavadaibject to extraordinary mandatory redemptiomnhiole or in part from such
prepayments of mortgage loans, a substantial poatficuch bonds will probably be redeemed pridh&r scheduled maturities or even prior
to their ordinary call dates. Extraordinary mandatedemption without premium could also resulnirthe failure of the originating financial
institutions to make mortgage loans in sufficiemioaints within a specified time period. Additionallynusually high rates of default on the
underlying mortgage loans may reduce revenuesablaifor the payment of principal of or interestsuth mortgage revenue bonds. These
bonds were issued under Section 103A of the Int&a@enue Code, which Section contains certainirements relating to the use of the
proceeds of such bonds in order for the interestumh bonds to retain its tax-exempt status. Ih ease the issuer of the bonds has
covenanted to comply with applicable requirementslaond counsel to such issuer has issued an ogimét the interest on the bonds is
exempt from Federal income tax under existing lan regulations. Certain issuers of housing bome keonsidered various ways to redt
bonds they have issued prior to the stated fidgmgtion dates for such bonds. In connection viighttousing bonds held by the Fund, the
Sponsor at the Date of Deposit is not aware thaoéthe respective issuers of such bonds areelgtoonsidering the redemption of such
bonds prior to their respective stated initial cites.

Certain of the Bonds may be health care revenudddratings of bonds issued for health care faslare often based on feasibility studies
that contain projections of occupancy levels, ressnand expenses. A facility's gross receipts ahthnome available for debt service may
be affected by future events and conditions incigdamong other things, demand for services andlhity of the facility to provide the
services required, physicians' confidence in tledifia, management capabilities, competition wither health care facilities, efforts by
insurers and governmental agencies to limit rdéggslation establishing state rate-setting agen@rpenses, the cost and possible
unavailability of malpractice insurance, the furglof Medicare, Medicaid and other similar thirdtygrayor programs, government
regulation and the termination or restriction ofgmmental financial assistance, including thabeisdéed with Medicare, Medicaid and other
similar third party payor programs.

Certain of the Bonds may be obligations of pubtitity issuers, including those selling wholesatelaetail electric power and gas. General
problems of such issuers would include the diffigirh financing large construction programs in affationary period, the limitations on
operations and increased costs and delays attpileuia environmental considerations, the difficudfithe capital market in absorbing utility
debt, the difficulty in obtaining fuel at reasonalprices and the effect of energy conservatiomadutition, Federal, state and municipal
governmental authorities may from time to time eswviexisting, and impose additional, regulationsggning the licensing, construction and
operation of nuclear power plants, which may adlgraffect the ability of the issuers of certaintloé Bonds to make payments of principal
and/or interest on such Bont



Certain of the Bonds may be obligations of issudrese revenues are derived from the sale of wathoasewerage services. Such bond:
generally payable from user fees. The problemsioti $ssuers include the ability to obtain timelygadequate rate increases, population
decline resulting in decreased user fees, thecdlffi of financing large construction programs, lin@tations on operations and increased
costs and delays attributable to environmentalidenations, the increasing difficulty of obtainingdiscovering new supplies of fresh water,
the effect of conservation programs and the imp&atho-growth" zoning ordinances.

Certain of the Bonds may be industrial revenue bB@tiiRBs"). IRBs have generally been issued unadadiresolutions pursuant to which the
revenues and receipts payable under the arrangemvéhtthe operator of a particular project haverbassigned and pledged to purchase
some cases, a mortgage on the underlying projegtianee been granted as security for the IRBs. Riegss of the structure, payment of IF

is solely dependent upon the creditworthiness @fctbrporate operator of the project or corporataautor. Corporate operators or guarantors
may be affected by many factors which may havedserse impact on the credit quality of the paricidompany or industry. These include
cyclicality of revenues and earnings, regulatorgt anvironmental restrictions, litigation resultifigm accidents or environmentally-caused
illnesses, extensive competition and financial detation resulting from a corporate restructurmgsuant to a leveraged bow, takeover ¢
otherwise. Such a restructuring may result in therator of a project becoming highly leveraged Wwhitay impact on such operator's
creditworthiness which in turn would have an adgenspact on the rating and/or market value of daminds. Further, the possibility of such a
restructuring may have an adverse impact on th&ehér and consequently the value of such bongs, ¢hough no actual takeover or other
action is ever contemplated or effected.

Certain of the Bonds may be obligations that aceissl by lease payments of a governmental entse{hafter called "lease obligations").
Lease obligations are often in the form of cerdfes of participation. Although the lease obligagidlo not constitute general obligations of
the municipality for which the municipality's taxjmower is pledged, a lease obligation is ordigdrdcked by the municipality's covenant to
appropriate for and make the payments due unddedse obligation. However, certain lease obligetioontain "non-appropriation” clauses
which provide that the municipality has no obligatto make lease payments in future years unlesgynis appropriated for such purpose on
a yearly basis. A governmental entity that entets such a lease agreement cannot obligate futuergments to appropriate for and make
lease payments but covenants to take such actismasessary to include any lease payments ditebudgets and to make the
appropriations therefor. A governmental entitylufe to appropriate for and to make payments uitddease obligation could result in
insufficient funds available for payment of theightions secured thereby. Although "non-appropidtiease obligations are secured by the
leased property, disposition of the property ingkient of foreclosure might prove difficult.

Certain of the Bonds may be obligations of isswéich are, or which govern the operation of, schpoblleges and universities and whose
revenues are derived mainly from ad valorem taxdsrchigher education systems, from tuition, ddory revenues, grants and endowments.
General problems relating to school bonds inclitégation contesting the state constitutionalityfiofkncing public education in part from ad
valorem taxes, thereby creating a disparity in atlanal funds available to schools in wealthy arad schools in poor areas. Litigation or
legislation on this issue may affect the sourcefsinds available for the payment of school bondbh@nTrusts. General problems relating to
college and university obligations include the pexst of a declining percentage of the populatiamsegiing of "college” age individuals,
possible inability to raise tuitions and fees stiffintly to cover increased operating costs, thetaty of continued receipt of Federal grants
and state funding, and government legislation gulieions which may adversely affect the revenuamosts of such issuers.

Certain of the Bonds in certain of the Trusts mayobligations which are payable from and securectlignues derived from the ownership
and operation of facilities such as airports, beglgurnpikes, port authorities, convention cerd@i arenas. The major portion of an airport's
gross operating income is generally derived froesfeeceived from signatory airlines pursuant toaggeements which consist of annual
payments for leases, occupancy of certain ternsipate and service fees. Airport operating incomg timarefore be affected by the ability of
the airlines to meet their obligations under the agreements. From time to time the air transpoldstry has experienced significant
variations in earnings and traffic, due to increlsempetition, excess capacity, increased costegdtation, traffic constraints and other
factors, and several airlines have experiencedrsdirancial difficulties. Similarly, payment on ibads related to other facilities is dependent
on revenues from the projects, such as user feesforts, tolls on turnpikes and bridges and réots buildings. Therefore, payment may
adversely affected by reduction in revenues dwsith factors as increased cost of maintenancegassd use of a facility, lower cost of
alternative modes of transportation, scarcity @f fand reduction or loss of rents.

Certain of the Bonds may be obligations which agaple from and secured by revenues derived frenopieration of resource recovery
facilities. Resource recovery facilities are desmjto process solid waste, generate steam andt@te@am to electricity. Resource recovery
bonds may be subject to extraordinary optionalmguteon at par upon the occurrence of certain cistamces, including but not limited to:
destruction or condemnation of a project; contraelfating to a project becoming void, unenforceatslanpossible to perform; changes in the
economic availability of raw materials, operatingglies or facilities necessary for the operatiba project or technological or other
unavoidable changes adversely affecting the omerati a project; and administrative or judicialians which render contracts relating to the
projects void, unenforceable or impossible to panfor impose unreasonable burdens or excessiviitieh The Sponsor cannot predict the
causes or likelihood of the redemption of resoueo®very bonds in a Trust prior to the stated nigtof the Bonds.

Certain of the Bonds may have been acquired atrkendiscount from par value at maturity. The caupderest rates on discount bonds at
the time they were purchased and deposited in st Were lower than the current market interessrgenewly issued bonds of comparable
rating and type. If such interest rates for newhluied comparable bonds increase, the market disebpreviously issued bonds will become
greater, and if such interest rates for newly idst@mparable bonds decline, the market discouptefiously issued bonds will be reduced,
other things being equal. Investors should alse tiwdt the value of bonds purchased at a markeb s will increase in value faster than
bonds purchased at a market premium if interessrdécrease. Conversely, if interest rates incréasealue of bonds purchased at a market
discount will decrease faster than bonds purchasadnarket premium. In addition, if interest raies, the prepayment risk of higher
yielding, premium Securities and the prepaymenthefor lower yielding, discount bonds will be tezkd. A bond purchased at a mai



discount and held to maturity will have a largertjpm of its total return in the form of taxablecome and capital gain and less in the form of
tax-exempt interest income than a comparable bemdynissued at current market rates. See "FederalSIatus" in Prospectus Part Il.
Market discount attributable to interest changessduot indicate a lack of market confidence inisisae.

Certain of the Bonds may be "zero coupon" bondso Zeupon bonds are purchased at a deep discocatigethe buyer receives only the
right to receive a final payment at the maturitytted bond and does not receive any periodic int@@gnents. The effect of owning deep
discount bonds which do not make current interagtyents (such as the zero coupon bonds) is thetd yield is earned not only on the
original investment but also, in effect, on allatiant earned during the life of such obligationisTimplicit reinvestment of earnings at the
same rate eliminates the risk of being unableitovest the income on such obligation at a rateigts &s the implicit yield on the discount
obligation, but at the same time eliminates thel&ids ability to reinvest at higher rates in thieifa. For this reason, zero coupon bonds are
subject to substantially greater price fluctuatidnsing periods of changing market interest rates tare securities of comparable quality
which pay interest.

Certain of the Bonds may have been purchased wmhert; as and if issued" or "delayed delivery" haSee "Notes to Portfolio" in Prospec
Part I. The delivery of any such Bonds may be dedayr may not occur. Interest on these Bonds begiosiing to the benefit of Unitholders
on their respective dates of delivery. To the exéey Bonds are actually delivered to the Fundr dlfteir respective expected dates of
delivery, Unitholders who purchase their Units ptmthe date such Bonds are actually deliveratie¢ol rustee would be required to adjust
their tax basis in their Units for a portion of tikerest accruing on such Bonds during the intdveaween their purchase of Units and the
actual delivery of such Bonds. As a result of amghsadjustment, the Estimated Current Returns duha first year would be slightly lower
than those stated in the Prospectus which wouttideeturns after the first year, assuming thefplastof a Trust and estimated annual
expenses other than that of the Trustee (whichlmagduced in the first year only) do not vary fritvat set forth in Prospectus Part I.
Unitholders will be "at risk" with respect to albBds in the portfolios including "when, as andsgued" and "delayed delivery" Bonds (i.e.,
may derive either gain or loss from fluctuationghia evaluation of such Bonds) from the date theyrit for Units.

Certain of the Bonds may be subject to redemptitor po their stated maturity date pursuant to sigkund provisions, call provisions or
extraordinary optional or mandatory redemption Biowns or otherwise. A sinking fund is a reserved@ccumulated over a period of time
for retirement of debt. A callable debt obligatisrone which is subject to redemption or refundinigr to maturity at the option of the issuer.
A refunding is a method by which a debt obligati®nedeemed, at or before maturity, by the proce¢dsnew debt obligation. In general,
call provisions are more likely to be exercised whtee offering side valuation is at a premium gvar than when it is at a discount from par.
The exercise of redemption or call provisions {gkcept to the extent the proceeds of the calledibare used to pay for Unit redemptions)
result in the distribution of principal and mayuksn a reduction in the amount of subsequentr@sedistributions; it may also affect the
current return on Units of the Trust involved. Edchst portfolio contains a listing of the sinkifnd and call provisions, if any, with respect
to each of the debt obligations. Extraordinary aml redemptions and mandatory redemptions resutt the happening of certain events.
Generally, events that may permit the extraordirgatyonal redemption of bonds or may require thedadory redemption of bonds include,
among others: a final determination that the irgieom the bonds is taxable; the substantial daraagdestruction by fire or other casualty of
the project for which the proceeds of the bondsswesed; an exercise by a local, state or Fedevargmental unit of its power of eminent
domain to take all or substantially all of the gajfor which the proceeds of the bonds were udsahges in the economic availability of raw
materials, operating supplies or facilities or tealogical or other changes which render the opamaif the project for which the proceeds of
the bonds were used uneconomic; changes in law administrative or judicial decree which rendéis performance of the agreement under
which the proceeds of the bonds were made avaitalflaance the project impossible or which createeasonable burdens or which
imposes excessive liabilities, such as taxes,mpbsed on the date the bonds are issued on thex skthe bonds or the user of the proceeds
of the bonds; an administrative or judicial deondéch requires the cessation of a substantialgfatie operations of the project financed v
the proceeds of the bonds; an overestimate ofdbis ©f the project to be financed with the prosesfdhe bonds resulting in excess proceeds
of the bonds which may be applied to redeem boordan underestimate of a source of funds secuhi@dponds resulting in excess funds
which may be applied to redeem bonds. The issueertdin bonds in a Trust may have sold or resetivedight to sell, upon the satisfaction
of certain conditions, to third parties all or gmyrtion of its rights to call bonds in accordandthwhe stated redemption provisions of such
bonds. In such a case the issuer no longer hagtiteo call the bonds for redemption unless @&aguires the rights from such third party. A
third party pursuant to these rights may exerdiserédemption provisions with respect to a boraltahe when the issuer of the bond might
not have called a bond for redemption had it ntit sach rights. The Sponsor is unable to predlatfehe circumstances which may result in
such redemption of an issue of Bonds. See alsdiicassion of single family mortgage and multi-farmevenue bonds above for more
information on the call provisions of such bonds.

To the best knowledge of the Sponsor, there istigation pending as of the Date of Deposit in mgf any Bonds which might reasonably
be expected to have a material adverse effect thmoRund or any of the Trusts. At any time after Erate of Deposit, litigation may be
initiated on a variety of grounds with respect nBs in the Fund. Such litigation, as, for examglgts challenging the issuance of pollution
control revenue bonds under environmental protecitatutes, may affect the validity of such Bondthe tax-free nature of the interest
thereon. While the outcome of litigation of suchuna can never be entirely predicted, the Fundéesived or will receive opinions of bond
counsel to the issuing authorities of each Bontherdate of issuance to the effect that such Bbagie been validly issued and that the
interest thereon is exempt from Federal incomeltagddition, other factors may arise from timeitoe which potentially may impair the
ability of issuers to meet obligations undertakeéthwespect to the Bonds.

Insurance on the Bonds in the Insured Trusts

Insurance has been obtained by each Insured Byughe issuer of Bonds in an Insured Trust, byiarmwner of such Bonds, or by the
Sponsor prior to the deposit of such Bonds in asflguaranteeing prompt payment of interest anctjrah, when due, in respect of the bonds
in such Trust. See Settlement of Bonds in "The fE--Objectives and Bond Selection" in Prospectus Paftle Portfolio Insurers and ti



Preinsured Bond Insurers are described under ‘#ioftiand "Notes to Portfolio” in Prospectus Parfhe Portfolio Insurers are either
AMBAC Assurance Corporation or Financial Guaramtgurance Company. An insurance policy obtainedbiwsured Trust, if any, is non-
cancellable and will continue in force so long astsTrust is in existence, the respective Portfisigurer is still in business and the Bonds
described in such policy continue to be held byhshwst (see "Portfolio" for the respective Insufieédst in Prospectus Part ). Any portfolio
insurance premium for an Insured Trust, which i®hligation of such Trust, is paid by such Trustaomonthly basis. Non-payment of
premiums on a policy obtained by an Insured Trubtnet result in the cancellation of insurance luiff force the insurer to take action
against the Trustee to recover premium paymentstdlibe Trustee in turn will be entitled to recoweich payments from such Trust.
Premium rates for each issue of Bonds protectedl fglicy obtained by an Insured Trust, if any, fated for the life of the Trust. The
premium for any Preinsured Bond insurance has paihby such issuer, by a prior owner of such Bawdke Sponsor and any such policy
or policies are non-cancellable and will continnddrce so long as the Bonds so insured are oulistgrand the respective Preinsured Bond
Insurer remains in business. If the provider obeginal issuance insurance policy is unable totritsebligations under such policy or if the
rating assigned to the claims-paying ability of amgh insurer deteriorates, the Portfolio Insuhenge no obligation to insure any issue
adversely affected by either of the above descrédyeshts.

The aforementioned portfolio insurance obtainecynsured Trust, if any, guarantees the timelyngayt of principal and interest on the
Bonds when they fall due. For the purposes of ersce obtained by an Insured Trust, "when due" gdiganeans the stated payment or
maturity date for the payment of principal and iett. However, in the event (a) an issuer of a Befdults in the payment of principal or
interest on such Bond, (b) such issuer entersattankruptcy proceeding or (c) the maturity of sBolnd is accelerated, the affected Portf
Insurer has the option, in its sole discretiorgrafeceiving notice of the earliest to occur offsaaefault, bankruptcy proceeding or
acceleration to pay the outstanding principal amof@isuch Bond plus accrued interest to the dasuoh payment and thereby retire the E
from the affected Trust prior to such Bond's statedurity date. The insurance does not guaranteentirket value of the Bonds or the value
of the Units. Insurance obtained by an Insured Titiany, is only effective as to Bonds owned Ilogldeld in such Trust. In the event of a
sale of any such Bond by the Trustee, such inser@rminates as to such Bond on the date of sale.

Pursuant to an irrevocable commitment of the Pliotfasurers, the Trustee, upon the sale of a Banared under a portfolio insurance
policy obtained by an Insured Trust, has the righibtain permanent insurance with respect to 8aid (i.e., insurance to maturity of the
Bond regardless of the identity of the holder tbréhe "Permanent Insurance") upon the paymeatgifigle predetermined insurance
premium and any expenses related thereto fromrtheepds of the sale of such Bond. Accordingly, Bagd in an Insured Trust is eligible to
be sold on an insured basis. It is expected tleaTthstee would exercise the right to obtain Peenaimsurance only if upon such exercise
the affected Trust would receive net proceeds @alRond proceeds less the insurance premium datkdeexpenses attributable to the
Permanent Insurance) from such sale in exces®dfale proceeds if such Bonds were sold on anungdsasis. The insurance premium
with respect to each Bond eligible for Permanestitance would be determined based upon the indityaifieach Bond as of the Date of
Deposit and would not be increased or decreaseahfprhange in the creditworthiness of each Bond.

The Sponsor believes that the Permanent Insurgstmngrovides an advantage to an Insured Truitaheach Bond insured by a Trust
insurance policy may be sold out of the affecteasTwith the benefits of the insurance attachirgeto. Thus, the value of the insurance, if
any, at the time of sale, can be realized in theketavalue of the Bond so sold (which is not theecen connection with any value attributable
to an Insured Trust's portfolio insurance). SedliP@iffering--Offering Price" in Prospectus PartBecause any such insurance value may be
realized in the market value of the Bond upon #ie thereof upon exercise of the Permanent Insaraption, the Sponsor anticipates that
in the event an Insured Trust were to be compridedsubstantial percentage of Bonds in defausigmificant risk of default, it is much less
likely that such Trust would need at some poirtirite to seek a suspension of redemptions of Unés tf such Trust were to have no such
option (see "Rights of Unitholders--Redemption aifitg" in Prospectus Part Il) and (b) at the timéepmination of an Insured Trust, if such
Trust were holding defaulted Bonds or Bonds in iiggnt risk of default such Trust would not neechbld such Securities until their
respective maturities in order to realize the bigmef such Trust's portfolio insurance (see "Féagninistration--Termination of Trust
Agreement” in Prospectus Part I1).

Except as indicated below, insurance obtained bysured Trust has no effect on the price or redemalue of Units. It is the present
intention of the Evaluator to attribute a value $ach insurance (including the right to obtain Parent Insurance) for the purpose of
computing the price or redemption value of Unith#& Bonds covered by such insurance are in dafapilyment of principal or interest or in
significant risk of such default. The value of theurance will be the difference between (i) theketavalue of a bond which is in default in
payment of principal or interest or in significarsk of such default assuming the exercise of idjet to obtain Permanent Insurance (less the
insurance premium and related expenses attributalttee purchase of Permanent Insurance) andhéijrtarket value of such Bonds not
covered by Permanent Insurance. See "Public Offef@ffering Price" in Prospectus Part

II. It is also the present intention of the Trushet to sell such Bonds to effect redemptions orafty other reason but rather to retain them in
the portfolio because value attributable to theiaace cannot be realized upon sale. See "Publari@g--Offering Price" in Prospectus Part
Il for a more complete description of an InsuredsEis method of valuing defaulted Bonds and Bonisvhave a significant risk of default.
Insurance obtained by the issuer of a Bond is ##eso long as such Bond is outstanding. Therefamg such insurance may be considered
to represent an element of market value in regathilé Bonds thus insured, but the exact effeemnyf, of this insurance on such market value
cannot be predicted.

The portfolio insurance policy or policies obtaifgdan Insured Trust, if any, with respect to ttenés in such Trust were issued by one or
more of the Portfolio Insurers. Any other PreinsuB®nd insurance policy (or commitment thereforsussued by one of the Preinsured
Bond Insurers. See "The Trusts--Objectives and EReldction” in Prospectus Part Il

Capital Markets Assurance Corporation ("CapMAC"ailew York-domiciled monoline stock insurance campwhich engages only in the
business of financial guaranty and surety insura@e@MAC is licensed in all 50 states in additiorthte District of Columbia, th



Commonwealth of Puerto Rico and the territory ob@u CapMAC insures structured asset-backed, camaraunicipal and other financial
obligations in the U.S. and international capitalrkets. CapMAC also provides financial guarantéesteance for structured asset-backed,
corporate, municipal and other financial obligasiavritten by other major insurance companies.

CapMAC's claimspaying ability is rated "Aaa" by Moody's Invest@srvice, Inc. ("Moody's"), "AAA" by Standard & Pdsr"AAA" by Duff

& Phelps Credit Rating Co. ("Duff & Phelps") andAA" by Nippon Investors Service, Inc. Such ratimgfiect only the views of the
respective rating agencies, are not recommendatiiongy, sell or hold securities and are subjecetasion or withdrawal at any time by such
rating agencies.

Pursuant to a merger of a subsidiary of MBIA Ing&hvand into CapMAC Holdings Inc., CapMAC becameratirect wholly-owned
subsidiary of MBIA Inc. on February 17, 1998. MBI#c., through its wholly-owned subsidiary, MBIA brance Corporation, is a financial
guaranty insurer of municipal bonds and structdire@hce transactions. MBIA Insurance Corporatios d&laims paying rating of triple-A
from Moody's Investor Service, Inc., Standard & PoRatings Services and Fitch IBCA, Inc. (forméfiich Investors Service, L.P.).
Pursuant to a reinsurance agreement, it is antagighat CapMAC will cede all of its net insuresks, as well as its unearned premiums and
contingency reserves, to MBIA Insurance Corpora#ind that MBIA Insurance Corporation will reins@@apMAC's net outstanding
exposure. Neither MBIA Inc. nor any of its stocktiels is obligated to pay any claims under any patisued by CapMAC or any debts of
CapMAC or to make additional capital contributiaa<CapMAC.

CapMAC is regulated by the Superintendent of Insceaof the State of New York. In addition, CapMASsubject to regulation by the
insurance laws and regulations of the other juctsmhs in which it is licensed. Such insurance laggulate, among other things, the amount
of net exposure per risk that CapMAC may retaipjtehtransfers, dividends, investment of assdtanges in control, transactions with
affiliates and consolidations and acquisitions. I@AL is subject to periodic regulatory examinatidaysthe same regulatory authorities.

CapMAC's obligations under the Policy(s) may baseied. Such reinsurance does not relieve CapMAdhpbf its obligations under the
Policy(s). THE POLICY IS NOT COVERED BY THE PROPERCASUALTY INSURANCE SECURITY FUND SPECIFIED IN
ARTICLE 76 OF THE NEW YORK INSURANCE LAW. As of Detber 31, 1995 and 1996, CapMAC had qualified &iaficapital
(which consists of policyholders' surplus, statytoaipital, and contingency reserves) of approxitga@260 million and $240 million,
respectively, and had not incurred any debt ohibgat As of September 30, 1997, CapMAC had qualisiatutory capital of $278.6 million
and had not incurred any debt obligations. ArtB%eof the New York State Insurance Law requiresNIA@ to establish and maintain the
contingency reserve, which is available to covaimes under policies issued by CapMAC.

Copies of CapMAC's financial statements preparegtaordance with statutory accounting standardihwdiffer from generally accepted
accounting principles, are filed with the Insurabegpartment of the State of New York and are ablapon request. CapMAC is located at
885 Third Avenue, New York, New York 10022, andtékephone is (212) 755-1155.

Effective July 14, 1997, AMBAC Indemnity Corporatichanged its name to AMBAC Assurance CorporatiétBAC Assurance").
AMBAC Assurance is a Wisconsin-domiciled stock irece corporation regulated by the Office of thenGossioner of Insurance of the
State of Wisconsin and licensed to do busines$ ist&tes, the District of Columbia and the Commaitheof Puerto Rico, with admitted
assets of approximately $2,967,246,831 (unaudaad)statutory capital of approximately $1,715,481,6unaudited) as of March 31, 1998.
Statutory capital consists of AMBAC Assurance's@diolders' surplus and statutory contingency reseAMBAC Assurance is a wholly
owned subsidiary of AMBAC Financial Group, Inc1@0% publicly-held company. Moody's Investors Segvinc. and Standard & Poor's
have both assigned a triple-A claims-paying abilitiing to AMBAC Assurance.

Copies of its financial statements prepared in |tanwce with statutory accounting standards ardablaifrom AMBAC Assurance. The
address of AMBAC Assurance's administrative offiaed its telephone number are One State Streed,Pld@ih Floor, New York, New York,
10004 and (212) 668-0340.

AMBAC Assurance has entered into quota share reamse agreements under which a percentage of $hesimce underwritten pursuant to
certain municipal bond insurance programs of AMBASSurance has been and will be assumed by a nuhb@eign and domestic
unaffiliated reinsurers.

MBIA Insurance Corporation ("MBIA") is the principaperating subsidiary of MBIA Inc., a New York 8toExchange listed company.
MBIA Inc. is not obligated to pay the debts of taims against MBIA. MBIA is domiciled in the Staté New York and licensed to do
business in and subject to regulation under the laivall fifty states, the District of ColumbiagtiCommonwealth of the Northern Mariana
Islands, the Commonwealth of Puerto Rico, the Viilglands of the United States and the TerritorGoam. MBIA has two European
branches, one in the Republic of France and ther inhthe Kingdom of Spain. New York has laws prisieg minimum capital requirement
limiting classes and concentrations of investmants requiring the approval of policy rates and fer@tate laws also regulate the amount of
both the aggregate and individual risks that mainbered, the payment of dividends by the insuwrleanges in control and transactions an
affiliates. Additionally, the Insurer is requireal maintain contingency reserves on its liabilifiesertain amounts and for certain periods of
time.

Effective February 17, 1998, MBIA, Inc. acquiretiaflthe outstanding stock of CapMAC, through a gegwith its parent, CapMAC
Holdings, Inc. Pursuant to a reinsurance agreen@apMAC has ceded all of its net insured risksl{idimg any amounts due but unpaid fr
third party reinsurers), as well as its unearnexmiums and contingency reserves to MBIA. MBIA, liscnot obligated to pay debts of or
claims against CapMAC



As of December 31, 1997, the insurer had admitsséta of $5.3 billion (audited), total liabilities $3.5 billion (audited), and total capital ¢
surplus of $1.8 billion (audited) determined in @etance with statutory accounting practices prbsdrior permitted by insurance regulatory
authorities. As of March 31, 1998, MBIA had adnitiessets of $5.4 billion (unaudited), total liaiek of $3.6 billion (unaudited), and total
capital and surplus of $1.8 billion (unaudited)tedmined in accordance with statutory accountiragfices prescribed or permitted by
insurance regulatory authorities. Copies of MBl#t&ncial statements prepared in accordance wattuistry accounting practices are
available from MBIA. The address of MBIA is 113 Kirstreet, Armonk, New York 10504.

Effective December 31, 1989, MBIA, Inc. acquirednBdnvestors Group, Inc. On January 5, 1990, MBt4iared all of the outstanding
stock of Bond Investors Group, Inc., the parerBoid Investors Guaranty Insurance Company (BIG) komown as MBIA Insurance Corp.
of lllinois. Through a reinsurance agreement, BHS heded all of its net insured risks, as weltsasnearned premium and contingency
reserves, to MBIA and MBIA has reinsured BIG's oetstanding exposure.

Moody's Investors Service, Inc. rates all bondéssasured by MBIA "Aaa" and short-term loans "M1G-both designated to be of the
highest quality. Standard & Poor's rates all nesués insured by MBIA "AAA" Prime Grade. Moody'saBdard & Poor's and Fitch IBCA,
Inc. (formerly Fitch Investors Service, L.P.), @te the claims paying ability of MBIA as "Triple.’AThe Moody's Investors Service, Inc.
rating of MBIA should be evaluated independentlytaf Standard & Poor's rating of MBIA. No applicatihas been made to any other rating
agency in order to obtain additional ratings onG@iiigations. The ratings reflect the respectiiegpagency's current assessment of the
creditworthiness of MBIA and its ability to pay ofes on its policies of insurance. Any further extion as to the significance of the above
ratings may be obtained only from the applicabtsgaagency.

The above ratings are not recommendations to laliypishold the Obligations and such ratings magtigject to revision or withdrawal at
any time by the rating agencies. Any downward liewi®r withdrawal of either or both ratings may ban adverse effect on the market price
of the Obligations.

Financial Guaranty Insurance Company ("Financiau@nty" or "FGIC") is a wholly-owned subsidiaryfe&IC Corporation (the
"Corporation"), a Delaware holding company. Thegration is a wholly-owned subsidiary of Generaldilic Capital Corporation ("GE
Capital"). Neither the Corporation nor GE Capitabbligated to pay the debts of or the claims aja&imancial Guaranty. Financial Guaranty
is a monoline financial guaranty insurer domiciledhe State of New York and subject to regulatigrthe State of New York Insurance
Department. As of December 31, 1997, the totaltehpnd surplus of Financial Guaranty was $1,2554&B1. Financial Guaranty prepares
financial statements on the basis of both statudenpunting principles, and generally acceptedattiog principles. Copies of such financial
statements may be obtained by writing to Finar@isranty at 115 Broadway, New York, New York 10088ention: Communications
Department, telephone number: (212) 312-3000 traédNew York State Insurance Department at 25 Beatreet, New York, New York
10004-2319, Attention: Financial Condition Propégsualty Bureau, telephone number; (212) 480-5187.

In addition, Financial Guaranty is currently licedgo write insurance in all 50 states and therdtstf Columbia.

Financial Security Assurance Inc. ("Financial Sdglor "FSA") is a monoline insurance company irparated in 1984 under the laws of
State of New York. Financial Security is licensedhgage in the financial guaranty insurance bagsimreall 50 states, the District of
Columbia and Puerto Rico.

Financial Security and its subsidiaries are engagdéite business of writing financial guaranty irece, principally in respect of securities
offered in domestic and foreign markets. In gendi@ncial guaranty insurance consists of theaase of a guaranty of scheduled payments
of an issuer's securities, thereby enhancing thditcrating of those securities, in considerationgfayment of a premium to the insurer.
Financial Security and its subsidiaries principatiyure asset-backed, collateralized and municpalrities. Asset-backed securities are
generally supported by residential mortgage loeossumer or trade receivables, securities or @bsets having an ascertainable cash flc
market value. Collateralized securities includeljpulttility first mortgage bonds and sale/leasebabkgation bonds. Municipal securities
consist largely of general obligation bonds, sgeei@genue bonds and other special obligationsaiésind local governments. Financial
Security insures both newly issued securities sotte primary market and outstanding securitidd Bothe secondary market that satisfy
Financial Security's underwriting criteria.

Financial Security is a wholly-owned subsidiaryFrfiancial Security Assurance Holdings Ltd. ("Holgkf), a New York Stock Exchange
listed company. Major shareholders of Holdingsudel Fund American Enterprises Holdings, Inc., U B3V Capital Corporation and The
Tokio Marine and Fire Insurance Co., Ltd. No shatéér of Financial Security is obligated to pay a®pt of Financial Security or its
subsidiaries or any claim under any insurance padisued by Financial Security or its subsidiadeso make any additional contribution to
the capital of Financial Security or its subsidiariAs of March 31, 1998, the total policyholdstsplus and contingency reserves and the
total unearned premium reserve, respectively, waftial Security and its consolidated subsidiasiese, in accordance with statutory
accounting principles, approximately $808,603,00ta(dited) and $503,683,000 (unaudited), and tia¢ sbareholders' equity and the total
unearned premium reserve, respectively, of Finhsa&aurity and its consolidated subsidiaries wigr@accordance with generally accepted
accounting principles, approximately $923,047,0@®a(dited) and $428,158,000 (unaudited). Copidsrzfncial Security's financial
statements may be obtained by writing to Finar@edurity at 350 Park Avenue, New York, New YorkQ2®, Attention: Communications
Department. Its telephone number is (212) 826-0100.

Pursuant to an intercompany agreement, liabildie§inancial guaranty insurance written or reinguirem third parties by Financial Security
or any of its domestic operating insurance comgbsidiaries (including FSA Maryland) are reinsusetbng such companies on an agreed-
upon percentage substantially proportional to thespective capital, surplus and reserves, sutgeagplicable statutory risk limitations.



addition, Financial Security and FSA Maryland reiresa portion of their liabilities under certaintbéir financial guaranty insurance policies
with other reinsurers under various quota shaggige and on a transaction-by-transaction basish &insurance is utilized as a risk
management device and to comply with certain siaguand rating agency requirements; it does net alt limit the obligations of Financial
Security or FSA Maryland under any financial guéyansurance policy.

The claims-paying ability of Financial Security afA Maryland is rated "Aaa" by Moody's Investoes\gce, Inc., and "AAA" by Standard
& Poor's Ratings Services, Nippon Investors Serlriceand Standard & Poor's (Australia) Pty. LtdclS ratings reflect only the views of the
respective rating agencies, are not recommendatiionsy, sell or hold securities and are subjecetasion or withdrawal at any time by such
rating agencies.

Capital Guaranty Insurance Company was involvealfimerger in 1995. On December 20, 1995, Capitat&sina Corporation ("CGC")
merged with a subsidiary of Financial Security Aasie Holdings Ltd. and Capital Guaranty Insura&boempany, CGC's principal operating
subsidiary, changed its name to Financial Secéssurance of Maryland Inc. ("FSA Maryland") and &®e a wholly owned subsidiary of
Financial Security Assurance Inc. For further diggiom, see "Financial Security Assurance Inc."dier

The address of FSA Maryland and its telephone nurateeSteuart Tower, One Market Plaza, San Framc{38 94105-1413 and (415) 995-
8000. In order to be in an Insured Trust, Bondstrhasgnsured by one of the Preinsured Bond Insureb® eligible for the insurance being
obtained by such Trust. In determining eligibility insurance, the Preinsured Bond Insurers anédrdolio Insurers have applied their own
standards which correspond generally to the stasdaey normally use in establishing the insurgbdf new issues of municipal bonds and
which are not necessarily the criteria used instflection of Bonds by the Sponsor. To the extemstandards of the Preinsured Bond Inst
and the Portfolio Insurers are more restrictivanttieose of the Sponsor, the previously stated Tinwvsistment criteria have been limited with
respect to the Bonds. This decision is made poitihé Date of Deposit, as debt obligations notildkgfor insurance are not deposited in an
Insured Trust. Thus, all of the Bonds in the pdidfoof the Insured Trusts in the Fund are inswilaer by the respective Trust or by the
issuer of the Bonds, by a prior owner of such Baordsy the Sponsor prior to the deposit of suchd®oin a Trust.

Because the Bonds are insured by one of the Portfdurers or one of the Preinsured Bond Insuaier® the timely payment of principal ¢
interest, when due, and on the basis of the vaneinsurance agreements in effect, Standard & ®bas assigned to the Units of each Ins
Trust its "AAA" investment rating. Such rating wilke in effect for a period of thirteen months frtme Date of Deposit and will, unless
renewed, terminate at the end of such period. Bescription of Ratings". The obtaining of this natiby an Insured Trust should not be
construed as an approval of the offering of thet&Jby Standard & Poor's or as a guarantee of thilkahaalue of such Trust or of the Units.

An objective of portfolio insurance obtained bylasured Trust is to obtain a higher yield on thetfptio of such Trust than would be
available if all the Bonds in such portfolio hagsdard & Poor's "AAA" rating and yet at the samestito have the protection of insurance of
prompt payment of interest and principal, when durethe Bonds. There is, of course, no certairay this result will be achieved. Preinsured
Bonds in an Insured Trust (all of which are ratdAA" by Standard & Poor's) may or may not have ghler yield than uninsured bonds rated
"AAA" by Standard & Poor's. In selecting such Borfidisan Insured Trust, the Sponsor has appliedtiteria hereinbefore described.

In the event of nonpayment of interest or pringipdien due, in respect of a Bond, AMBAC Indemnitals make such payment not later tl
30 days and Financial Guaranty shall make such paywmithin one business day after the respectisarar has been notified that such
nonpayment has occurred or is threatened (butarbeethan the date such payment is due). Thaénsas regards any payment it may mi
will succeed to the rights of the Trustee in respeereof. All policies issued by the Portfolio tmers and the Preinsured Bond Insurers are
substantially identical insofar as obligations toliasured Trust are concerned.

The Internal Revenue Service has issued a letiegrwhich holds in effect that insurance proceegfwesenting maturing interest on
defaulted municipal obligations paid to holdersnsiured bonds, under policy provisions substantidiéntical to the policies described
herein, will be excludable from Federal gross ineamder Section 103(a)(1) of the Internal Reveno@eGo the same extent as if such
payments were made by the issuer of the municipledations. Holders of Units in an Insured Trusbsld discuss with their tax advisers the
degree of reliance which they may place on thigietiling. However, Chapman and Cutler, counsettfe Sponsor, has given an opinion to
the effect such payment of proceeds would be ertliedfrom Federal gross income to the extent desdrunder "Federal Tax Status" in
Prospectus Part II.

Each Portfolio Insurer is subject to regulationtiy department of insurance in the state in whichdualified to do business. Such
regulation, however, is no guarantee that eacHdbortnsurer will be able to perform on its cordtaf insurance in the event a claim should
be made thereunder at some time in the futurehétate hereof, it is reported that no claims Hmen submitted or are expected to be
submitted to any of the Portfolio Insurers whichulebmaterially impair the ability of any such conmgao meet its commitment pursuant to
any contract of bond or portfolio insurance.

The information relating to each Portfolio Insubais been furnished by such companies. The finaimd@mation with respect to each
Portfolio Insurer appears in reports filed withtsteasurance regulatory authorities and is suliggaudit and review by such authorities. No
representation is made herein as to the accuraaglerjuacy of such information or as to the abseho®aterial adverse changes in such
information subsequent to the dates thereof.

Portfolio Administration

The Trustee is empowered to sell, for the purpdsedeeming Units tendered by any Unitholder, ardiie payment of expenses for wh



funds may not be available, such of the Bonds desggl by the Evaluator as the Trustee in its ssl@etion may deem necessary. The
Evaluator, in designating such Bonds, will considemariety of factors including (a) interest rat@g,market value and (c) marketability. The
Sponsor, in connection with the Quality Trusts, rdagct the Trustee to dispose of Bonds upon defaydayment of principal or interest,
institution of certain legal proceedings, defaultlar other documents adversely affecting debt serdefault in payment of principal or
interest or other obligations of the same issueclide in projected income pledged for debt sereicgevenue bonds or decline in price or the
occurrence of other market or credit factors, idslg advance refunding (i.e., the issuance of mifugnsecurities and the deposit of the
proceeds thereof in trust or escrow to retire #ierrded securities on their respective redemptaias), so that in the opinion of the Sponsor
the retention of such Bonds would be detrimentahéointerest of the Unitholders. In connectionhwifte Insured Trusts to the extent that
Bonds are sold which are current in payment ofgipis and interest in order to meet redemption estgiand defaulted Bonds are retained in
the portfolio in order to preserve the related rasge protection applicable to said Bonds, thealquality of the Bonds remaining in such
Trust's portfolio will tend to diminish. Except described in this section and in certain other ualisircumstances for which it is determined
by the Trustee to be in the best interests of thighdlders or if there is no alternative, the Tagsts not empowered to sell Bonds from an
Insured Trust which are in default in payment ofgipal or interest or in significant risk of sudefault and for which value has been
attributed for the insurance obtained by such keddrrust. Because of restrictions on the Trusteleuoertain circumstances, the Sponsor
may seek a full or partial suspension of the righitnitholders to redeem their Units in an Insufedst. See "Rights of Unitholders--
Redemption of Units" in Prospectus Part Il. The i&uo is empowered, but not obligated, to directTthestee to dispose of Bonds in the e

of an advanced refunding.

The Sponsor is required to instruct the Trusteeject any offer made by an issuer of any of thaddato issue new obligations in exchanc
substitution for any Bond pursuant to a refundingefinancing plan, except that the Sponsor malyuesthe Trustee to accept or reject such
an offer or to take any other action with respketéto as the Sponsor may deem proper if

(1) the issuer is in default with respect to sucm@or (2) in the written opinion of the Sponsag thsuer will probably default with respect to
such Bond in the reasonably foreseeable future.dktigation so received in exchange or substitutidhbe held by the Trustee subject to
the terms and conditions of the Trust Agreemetihéosame extent as Bonds originally deposited timeter. Within five days after the depc
of obligations in exchange or substitution for uglag Bonds, the Trustee is required to give noticereof to each Unitholder of the Trust
thereby affected, identifying the Bonds eliminated the Bonds substituted therefor. Except asdstateein and under "Fund Administration-
-Replacement Bonds" in Prospectus Part 1l regarttiagubstitution of Replacement Bonds for Failedds, the acquisition by the Fund of
any securities other than the Bonds initially déjeokis not permitted.

If any default in the payment of principal or irget on any Bonds occurs and no provision for paynisemade therefor within 30 days, the
Trustee is required to notify the Sponsor therddhe Sponsor fails to instruct the Trustee td seto hold such Bonds within 30 days after
notification by the Trustee to the Sponsor of sdefault, the Trustee may in its discretion selldeéaulted Bond and not be liable for any
depreciation or loss thereby incurred.

Trustee Information

The Trustee is The Bank of New York, a trust conyparganized under the laws of New York. The Bankefv York has its unit investment
trust division offices at 101 Barclay Street, Newrk, New York 10286, telephone (800) 221-7668. Baak of New York is subject to
supervision and examination by the SuperintendeBtaks of the State of New York and the Board of/&nors of the Federal Reserve
System, and its deposits are insured by the FeBebsit Insurance Corporation to the extent peeaiby law.

The duties of the Trustee are primarily ministeimahature. It did not participate in the selectafrBonds for the portfolios of any of the
Trusts. In accordance with the Trust AgreementTttustee shall keep proper books of record andwattanf all transactions at its office for
the Fund. Such records shall include the name ddrkas of, and the certificates issued by the Fonevery Unitholder of the Fund. Such
books and records shall be open to inspection pyJamitholder at all reasonable times during thealdwsiness hours. The Trustee shall n
such annual or other reports as may from timente tbe required under any applicable state or Feslataite, rule or regulation. The Trustee
is required to keep a certified copy or duplicatgioal of the Trust Agreement on file in its offi@vailable for inspection at all reasonable
times during the usual business hours by any Ultitptogether with a current list of the Bondschiel the Fund.

Under the Trust Agreement, the Trustee or any sstedrustee may resign and be discharged of tsestcreated by the Trust Agreement by
executing an instrument in writing and filing trenge with the Sponsor. The Trustee or successdegrmsust mail a copy of the notice of
resignation to all Fund Unitholders then of recarot, less than 60 days before the date specifisd¢h notice when such resignation is to
take effect. The Sponsor upon receiving noticeushgesignation is obligated to appoint a succesastee promptly. If, upon such
resignation, no successor trustee has been apg@aintehas accepted the appointment within 30 diégsreotification, the retiring Trustee
may apply to a court of competent jurisdiction tlee appointment of a successor. The Sponsor magueethe Trustee and appoint a
successor trustee as provided in the Trust Agretatemy time with or without cause. Notice of suemoval and appointment shall be
mailed to each Unitholder by the Sponsor. Upon etec of a written acceptance of such appointmgrauzh successor trustee, all the ri¢
powers, duties and obligations of the originalteesshall vest in the successor. The resignatisarnoval of a Trustee becomes effective «
when the successor trustee accepts its appoingsesuch or when a court of competent jurisdictigmoints a successor trustee. Any
corporation into which a Trustee may be mergeditr which it may be consolidated, or any corponatiesulting from any merger or
consolidation to which a Trustee shall be a pattyll be the successor trustee. The Trustee musbhaeking corporation organized under the
laws of the United States or any state and havirdl Eimes an aggregate capital, surplus and uded/profits of not less than $5,000,000.

Termination of the Trust Agreement



A Trust may be terminated at any time by consetdritholders of 51% of the Units of such Trust tleernistanding or by the Trustee when
value of such Trust, as shown by any semi-annualiation, is less than 20% of the original printgaount of Bonds. A Trust will be
liquidated by the Trustee in the event that a sigffit number of Units not yet sold are tendereddédemption by the Underwriters, including
the Sponsor, so that the net worth of such Trustldvbe reduced to less than 40% of the initial @gal amount of such Trust. If a Trust is
liquidated because of the redemption of unsold $Joytthe Underwriters, the Sponsor will refund aclepurchaser of Units the entire sales
charge paid by such purchaser. The Trust Agreeprentdes that each Trust shall terminate upon ¢ldemption, sale or other disposition of
the last Bond held in such Trust, but in no evéiallst continue beyond the end of the year pravgdhe fiftieth anniversary of the Trust
Agreement in the case of an IM-IT Discount, a U.&ritorial IM-IT, a Long-Term State or a Natior@uality Trust, or beyond the end of the
year preceding the twentieth anniversary of thesTAgreement in the case of -IT Limited Maturity, IM-IT Intermediate, State Intermedi
Laddered Maturity and IM-IT Short Intermediate Tieugn the event of termination of any Trust, verittnotice thereof will be sent by the
Trustee to each Unitholder of such Trust at higesklappearing on the registration books of thelFoaintained by the Trustee. Within a
reasonable time thereafter the Trustee shall lafeidny Bond then held in such Trust and shall ctefdom the funds of such Trust any
accrued costs, expenses or indemnities providedéyrust Agreement, including estimated compeasaif the Trustee and costs of
liquidation and any amounts required as a reserypedvide for payment of any applicable taxes tieogovernment charges. The sale of
Bonds in the Trust upon termination may result loveer amount than might otherwise be realizedidrssale were not required at such time.
For this reason, among others, the amount reatigedUnitholder upon termination may be less ttengrincipal amount or par amount of
Bonds represented by the Units held by such UrdivolThe Trustee shall then distribute to eachhdhiter his share of the balance of the
Interest and Principal Accounts. With such disttidu the Unitholder shall be furnished a final disfition statement of the amount
distributable. At such time as the Trustee in dte sliscretion shall determine that any amountd hreteserve are no longer necessary, it shall
make distribution thereof to Unitholders in the samanner.

Notwithstanding the foregoing, in connection wiitall distributions to Unitholders of an Insured 3tLt should be noted that because
portfolio insurance obtained by an Insured Trustgplicable only while Bonds so insured are heldigh Trust, the price to be received by
such Trust upon the disposition of any such Bonatlwts in default, by reason of nonpayment of gpator interest, will not reflect any
value based on such insurance. Therefore, in ctionewith any liquidation, it shall not be necesstor the Trustee to, and the Trustee does
not currently intend to, dispose of any Bond or &®if retention of such Bond or Bonds, until duglsbe deemed to be in the best intere
Unitholders, including, but not limited to, situatis in which a Bond or Bonds so insured have detggd market prices resulting from a
significant risk of default. Since the PreinsurezhBs will reflect the value of the related insumnitis the present intention of the Sponsor
not to direct the Trustee to hold any of such Rr@iad Bonds after the date of termination. All pexds received, less applicable expenses,
from insurance on defaulted Bonds not disposed tifeadate of termination will ultimately be digtuited to Unitholders of record as of such
date of termination as soon as practicable afeedtie such defaulted Bond or Bonds become duegmpiitable insurance proceeds have
been received by the Trustee.

Description of Ratings

Standard & Poor's, A Division of the McGraw-Hill @panies. A Standard & Poor's municipal bond raisng current assessment of the
creditworthiness of an obligor with respect to adfic debt obligation. This assessment of credithioess may take into consideration
obligors such as guarantors, insurers or lessees.

The bond rating is not a recommendation to purcbasell a security, inasmuch as it does not comtmgmo market price.

The ratings are based on current information finexisto Standard & Poor's by the issuer and obtdigestandard & Poor's from other
sources it considers reliable. The ratings mayhaasged, suspended or withdrawn as a result of @saingor unavailability of, such
information.

The ratings are based, in varying degrees, onall@ning considerations:
I. Likelihood of default--capacity and willingnes$the obligor as to the timely payment of interastl repayment of principal in accordance
with the terms of the obligation.

II.Nature of and provisions of the obligation.

[ll. Protection afforded by, and relative positiofy the obligation in the event of bankruptcy, igaomization or other arrangements under the
laws of bankruptcy and other laws affecting creitaghts.

AAA--This is the highest rating assigned by Stadd&foor's to a debt obligation and indicates anesxely strong capacity to pay principal
and interest.

AA--Bonds rated AA also qualify as high-quality detbligations. Capacity to pay principal and ingtiis very strong, and in the majority of
instances they differ from AAA issues only in snidigree.

A--Bonds rated A have a strong capacity to payqial and interest, although they are somewhat reaseeptible to the adverse effects of
changes in circumstances and economic conditions.

BBB--Bonds rated BBB are regarded as having an adeqap&eity to pay interest and repay principal. Waetéey normally exhib



adequate protection parameters, adverse economiitioms or changing circumstances are more likeligad to a weakened capacity to pay
interest and repay principal for debt in this catgghan in higher rated categories.

Plus (+) or Minus (-): To provide more detailedigations of credit quality, the ratings from "AAJ tBBB" may be modified by the addition
of a plus or minus sign to show relative standiriiniy the major rating categories.

Provisional Ratings: A provisional rating ("p") asses the successful completion of the project biramnced by the issuance of the bonds
being rated and indicates that payment of debicErequirements is largely or entirely dependg@uruthe successful and timely completion
of the project. This rating, however, while addnegsredit quality subsequent to completion, mak@gsomment on the likelihood of, or the
risk of default upon failure of, such completiorcordingly, the investor should exercise his owdgjment with respect to such likelihood
and risk.

Moody's Investors Service, Inc. A brief descriptafrthe applicable Moody's rating symbols and the#anings follows:

Aaa--Bonds which are rated Aaa are judged to b&dise quality. They carry the smallest degree wéstment risk and are generally referred
to as "gilt edge". Interest payments are protebted large, or by an exceptionally stable, margia principal is secure. While the various
protective elements are likely to change, such geams can be visualized are most unlikely to intpai fundamentally strong position of
such issues. With the occasional exception of axgly in a few specific instances, the safety dfgattions of this class is so absolute that
their market value is affected solely by money meafluctuations.

Aa--Bonds which are rated Aa are judged to be gif lgjuality by all standards. Together with the Aaaup they comprise what are generally
known as high grade bonds. They are rated lower tth@ best bonds because margins of protectionnoilye as large as in Aaa securities or
fluctuations of protective elements may be of ggeamplitude or there may be other elements pregieich make the long-term risks appear
somewhat larger than in Aaa securities. These Aa$dare high grade, their market value virtuallynome to all but money market
influences, with the occasional exception of ovppyin a few specific instances.

A--Bonds which are rated A possess many favoratestment attributes and are to be consideredgaghmedium grade obligations.
Factors giving security to principal and interast eonsidered adequate, but elements may be preb@it suggest a susceptibility to
impairment sometime in the future. The market vaid-rated bonds may be influenced to some delgyegredit circumstances during a
sustained period of depressed business condifiuring periods of normalcy, bonds of this qualitgcfuently move in parallel with Aaa and
Aa obligations, with the occasional exception oéimupply in a few specific instances.

Baa--Bonds which are rated Baa are considered daimegrade obligations;

i.e., they are neither highly protected nor posedgured. Interest payments and principal secupipear adequate for the present but certain
protective elements may be lacking or may be chariatically unreliable over any great length ofiéi. Such bonds lack outstanding
investment characteristics and in fact have spégalaharacteristics as well.

Moody's bond rating symbols may contain numericadliflers of a generic rating classification. Thedifier 1 indicates that the bond ranks
at the high end of its category; the modifier Zicaties a mid-range ranking; and the modifier 3dathis that the issue ranks in the lower end
of its generic rating category.

Con-Bonds for which the security depends upon the cetigrl of some act or the fulfillment of some coiatitare rated conditionally. The
are bonds secured by (a) earnings of projects wualestruction, (b) earnings of projects unseasamegperating experience, (c) rentals which
begin when facilities are completed, or (d) paymméatwhich some other limiting condition attachHearenthetical rating denotes probable
credit stature upon completion of constructionlonimation of basis of condition.

Alabama Risk Factors

Alabama Economy. Alabama's economy has experiemeedjor trend toward industrialization over thetpga® decades. By 1990,
manufacturing accounted for 26.7% of Alabama's Rgaks State Product (the total value of goodssandices produced in Alabama).
During the 1960s and 1970s, the State's industsis¢é became more diversified and balanced, mowag &om primary metals into pulp a
paper, lumber, furniture, electrical machinerynsigortation equipment, textiles (including appargtemicals, rubber and plastics. Since the
early 1980s, modernization of existing facilitieslaan increase in direct foreign investments inState has made the manufacturing sector
more competitive in domestic and international reésk

Among several leading manufacturing industries Haaen pulp and papers and chemicals. In recens y&bama has ranked as the fifth
largest producer of timber in the nation. The Stageowing chemical industry has been the natwalptement of production of wood pulp
and paper. Mining, oil and gas production and serindustries are also important to Alabama's emgn&oal mining is by far the most
important mining activity.

From 1996-97, total farm and forestry receipts warer $4.2 billion. Cash receipts from farm comntiegitotaled $3.18 billion in 1996, an
increase from $2.87 billion in 1995. The top fivamamodities for cash receipts were (1) poultry,d&fle and calves, (3) cotton, (4) nursery,
sod, and greenhouse products, and (5) peanuts. iGedithey accounted for approximately 85% of titaltreceipts. Poultry made up almost
60% of the total cash receip



Principal crops in Alabama during 1996-97 wereamttorn, soybeans, peanuts, and wheat. Alabarkadahird in broiler production, third
in peanuts, and 9th in cotton production.

Employment. Preliminary data show total nonagrigalt employment as of March 1998 was 1.877 mil(joot seasonally adjusted). This is
an increase of 22,900 from March 1997. The prelmirunemployment rate (seasonally adjusted) asastM1998 was 4.2%, lower than its
5.1% rate in March 1997. The national unemploymat& (seasonally adjusted) was 4.7% and 5.2% ircivielr 1998 and March 1997,
respectively.

From 1993 to 1996, Alabama created approximatedyd nonagricultural jobs. This translates to 8@,4et new jobs a year, for an average
annual growth rate of 2.1%. By comparison, emplayna the national level for the same period inseeldby 1.5% annually. Beginning in
1996, however, Alabama's employment growth droppeltibelow the average for the period. That slogrewth continued in 1997 when t
state's employment increased by only 1.1%, adding@® new jobs, while employment in the U.S. roger@.0%. There are two primary
reasons for 1997's slow job creation.

First, job losses offset job gains. That is, m&w@nt13,000 apparel jobs lost during 1995-1997 bffeejobs gained in other sectors. In 1997
alone, durable goods industries in Alabama created 1,300 new jobs, but nondurable goods indwsstgemarily apparel, lost about 3,300
jobs. Apparel jobs in Alabama continue to be &.rithe recent events that weakened some Asianraiesargue that clothing can
constructed more economically overseas then ingkfab

Second, the state's already low unemployment rateslmw growth in its civilian labor force makdlitficult for firms to find people with the
skills needed to fill jobs. Alabama has a low natyropulation growth rate and low immigration réee labor shortages are not going away
soon. Alabama's average unemployment rate in 1387518 % compared to the national average of 4.9%h @easonally adjusted).

Given the above constraints, Alabama is expecteditbabout 17,100 net new nonagricultural jobs9®8L These jobs will occur primarily in
the services, trade, and construction sectors.aMhitable goods-producing industries should addita®@0 net new jobs, nondurable goods
industries are expected to lose about 3,100 j@ssilting in a net decline in manufacturing emplogime

Alabama's service sector should add about 8,400otenin 1998, primarily in business and healtlvieess. The Boeing plant in Morgan
County, together with other industrial and commedrconstruction projects in the state's metropoléeeas, will create about 4,000 new jobs
in 1998. Employment in wholesale and retail tradléincrease by 5,700 in 1998, slightly below th&®0 new jobs added in 1997.

Income growth in Alabama has not kept pace with ¢fizhe United States, with Alabama raking low aig@ll states on income growth.
After increasing about 5.2% in 1997, total persanebme in Alabama is estimated to increase by 4tv¥998. Taking inflation into account,
the real rate of growth will be just 1.9%.

Transportation. Alabama contains one of the largestorks of inland river systems in the nationrdss the northern section of the State,
through the heartland and down to the Gulf of MeXlow the waters of four major rivers offering gartransportation to industries and
businesses that depend on the movement of largey loe bulky cargoes.

The Port of Mobile is one of the nation's busiestpin tons of cargo handled. During the fiscaryending September 30, 1991, the Port of
Mobile handled approximately 35,031,521 tons ofjoait has been the largest port of entry in th@&eédnStates for bauxite, a basic ingredient
in aluminum. Other important imports handled atPtoet of Mobile are manganese, iron ore, chromer@/sprint, wire and nails. In additi

to coal, the State's most important export, thermsignificant exports passing through the PoNlobile are soybeans, corn, flour, wheat, 1
lumber, scrap iron, paper and paper products, otedgimbers, dry milk, iron, steel and iron angesiproducts.

Political subdivisions of the State of Alabama hhweted taxing authority. In addition, the AlabarBapreme Court has held that a
governmental unit may first use its taxes and otéeenues to pay the expenses of providing negegs&ernmental services before paying
debt service on its bonds, warrants or other iretliss. The State has statutory budget provisibichwesult in a proration procedure in the
event estimated budget resources in a fiscal yeanaufficient to pay in full all appropriationsrfthat year. Proration has a materially adv
effect on public entities that are dependent upateSunds subject to proration.

Deterioration of economic conditions could adversdfect both tax and other governmental revenagsyell as revenues to be used to
service various revenue obligations, such as imidilisievelopment obligations. Such difficulties @adversely affect the market value of the
bonds held by an Alabama Trust and thereby adweadtdct Unitholders.

Most income and sales tax revenues in Alabamaeaeriarked" for the Education Trust Fund. The Edanakrust Fund in fiscal year 1996-
97 increased by 5.4% and net receipts totaled $35Rillion. Expenditures and encumbrances in thedation Trust Fund were $3,550.7
million. The balance in the Education Trust Funthatend of fiscal year 1996-97 was $898,229.

Estimated net receipts in the Education Trust Fonéiscal years 1997-98 and 1998-99 are $3,688aniand $3,840 million, respectively.
Estimated expenditures and encumbrances are $8,68/on for fiscal year 1997-98 and $3,840 mitlifor fiscal year 1998-99. Projections
for fiscal year 1997-98 and 1998-99 show a zerangnblalance in the Education Trust Fund.

The State's General Fund grew 1.8% for fiscal $68€-97 with General Fund receipts at $913.39 milliorp&nditures and encumbrance:



the General Fund were $924.51 million. The balandke General Fund at the end of fiscal year 19B6vas $22.28 million.

Estimated receipts in the General Fund for fisegrg 1997-98 and 1998-99 are $952.5 million and $®6million, respectively, with
expenditures and encumbrances estimated at $9mdlEH and $962.1 million, respectively. The badarat the end of fiscal year 1997-98 is
projected at $152,176 and for fiscal year 1998t3¢re is a $0 ending balance.

Total annual payments for the state's general atidig bonds for the period 1997-2010 are $531,25350. Total annual payments for
revenue obligation bonds for the period 1997-2026$4,233,361,150.30. Total bonded indebtednessgli®97-2026 amounts to
$1,764,614,867.80.

Arizona Risk Factors

General Economic Conditions. Progressing fronréditional reliance on a cyclical construction istiy, Arizona's economic base is
maturing and diversifying. One of the nation's kr@dn employment growth, Arizona has been amoaddh five employment growth states
for more than four years, and it should remaindtierough 1998. After climbing by 6.2% in 1994, idgrwhich the state's economy produ
the second-highest number of jobs of any year inohia history, job creation in Arizona is levelioff with employment growth of 5.6% in
1996-97, although this compares favorably withrthgonal figure of 2.0%. Arizona's wage and sakmployment grew 5.6% in 1996, 4.5%
in 1997 and is forecast to increase by 3.5% to 4r5¥%998, and 3.5% in 1999. The unemployment @@ ind 4.5% for 1997, should remain
low before increasing in late 1998 and 1999.

Arizona ranked third in the nation in personal imeogrowth during 1991-96. Personal income, aftewgrg 7.2% in 1997, is estimated at
6.7% in 1998 and 6.5% in 1999.

Overall, Arizona's forecast is for continued butdete rates of growth in employment and persamalime. Employment growth will
continue to be stronger in the Phoenix area thandrbalance of the state. Housing has probabliggukand is likely to decline after seven
extremely strong years. Retail sales should alstirmae to slow.

Population, because of continued employment growilhrecord above-average growth rates. After dapan growth of 3.2% in 1996 and
3% in 1997, the forecast calls for 2.8% in 1998 artd6 in 1999. That translates into almost 130,0@0e people in the state in 1998 and
117,000 in 1999.

Budgetary Process. The Budget Reform Act of 199@ersagnificant changes to the State's planningbanigeting systems. Beginning with
the Fiscal biennium 2000-01, all State agenciesuding capital improvement budgeting, will be mdtte a biennial budgeting system. From
Fiscal Year 2000 to 2006, all State agencies wilVento a budget format that reflects the programcsire in the "Master List of State
Government Programs."

The Budget Reform Act of 1993 established the curbeidgeting system of one- and two-year budgeaeves: Agencies selected for annual
review and appropriation are designated as Majalg8tiUnits (MBUs). The 18 MBUs account for over 96¢the total General Fund
expenditures. Agencies selected for biennial rexaad appropriation are designated as Other Budgis (OBUSs). In 1997, combined MBU
and OBU in the General Fund totaled $4.68 billiamd is estimated at $5.1 billion in 1998.

Revenues and Expenditures. The General Fund cfissadl year 1997 with a $515.9 million ending balepsetting a new record for the state,
and the Executive plan for fiscal year 1998 antiteg a $497.1 million balance. Overall, fiscal yE297 revenues totaled $5,028.2 million.
Corporate income tax revenue jumped by 34%, frod8%4illion in fiscal year 1996 to $600 million iis€al year 1997. Individual income t
revenues grew by 12% from fiscal year 1996 to figear 1997. Expenditures for fiscal year 1997 lemta$4,826.5 million. Revertments
totaled $80.17 million in fiscal year 1997.

The current Executive forecast for fiscal year 188&nue is $5.289 billion. The major revenue seutr@nsaction privilege taxes, is forecast
to produce $2.3 billion for fiscal year 1998. Alrée major revenue categories - individual incoaxes$, corporate income taxes and
transaction privilege taxes

- showed gains on a year-over-year basis. The sigsificant impact on fiscal year 1998 revenued bl the various tax cutting measures
enacted over the past several years, which hasatsn revenues by some 3.2%. Overall, the Execesitimates a 3.7% or $196.9 million
increase in base revenues of the current Fiscall@98 estimate. This compares to the 4.5%, or $2ifllion increase in base revenues
between fiscal year 1997 and fiscal year 1998.

The Executive fiscal plan for Fiscal Year 1998 aséd on revenue estimates, yet still provides feichtive-initiated program changes and
school finance of $127.7 million; a $210 millioxteduction and a $96.0 million capital programeExecutive projects a fiscal year 1998
ending balance of $497.1 million.

For Fiscal year 1999, the Executive is recommenédibgse operating budget of $5.4 billion, an ineeeaf approximately $260.6 million. The
majority of recommended expenditures for fiscalrykE209 are in education. A projected ending balafc19.9 million is expected for Fisc
Year 1999. This amount would ordinarily be consédetthin” at only 0.4% of expenditures. Howevexeagi the prudent revenue forecast and
the available reserves of $393 million in the Budgbilization Fund, $95 million in the Medicalr8ees Stabilization Fund, and $42.4
million in the Temporary Assistance Stabilizatiamniél, the $19.9 million amount seems appropr



Litigation. In response to the court's ruling indRevelt v. Bishop in 1994, the Executive recommdr&&0 million for the first-year
implementation of a capital assistance progranifarona's schools. The program is designed to kefipol districts that lack bonding
capacity due to low value or rapid growth. Incometiovided for in a Capital Equity Fund which cansamonies appropriated by the
Legislature and $30 million annually from the Comm&chool Land Fund (Permanent State School Futnd) PErmanent State School Fund
consists of revenues from the proceeds of thedalatural resources or property from lands thaehzeen granted by the United States tc
State of Arizona for the support of common schoeisuture years, the Capital Equity Fund may contaonies remitted by school districts
for the repayment of loans. Funds are used totasgisol districts with capital needs. For fiscahy 1999, the Governor recommends $40.5
million be appropriated from the Permanent StateoS8tFund, which includes the $30 million approfedhto the Capital Equity Fund.

Debt Administration and Limitation. The State ig permitted to issue general obligation debt. Tagipular source of payment and security
for each of the Arizona Obligations is detailedhia debt instruments themselves and in relatedioffenaterials. There can be no assurances
with respect to whether the market value or matkkty of any of the Arizona Obligations issued &g entity other than the State of Arizona
will be affected by financial or other conditiontbe State or of any entity located within thet&tdn addition, it should be noted that the
State of Arizona, as well as counties, municipagitipolitical subdivisions and other public auttiesi of the State, are subject to limitations
imposed by Arizona's Constitution with respectdovalorem taxation, bonded indebtedness and oth#ers. For example, the State
legislature cannot appropriate revenues in exces%mf the total personal income of the Statenn fiscal year. These limitations may aff
the ability of the issuers to generate revenuesitisfy their debt obligations.

Although most of the Bonds in an Arizona Trust @eenue obligations of local governments or autlesin the State, there can be no
assurance that the fiscal and economic conditiefesned to above will not affect the market valuenarketability of the Bonds or the ability
of the respective obligors to pay principal of amerest on the Bonds when due.

Arkansas Risk Factors

Information regarding the financial condition o&tBtate is included for the purpose of providirfgrimation about general economic
conditions that may affect issuers of the Bondarkansas.

Economic Outlook. During the past two decades, Aska' economic base has shifted from agricultuliglibmanufacturing. Agriculture has
traditionally been a significant component of Arkas' economy, but total income from this sectotinaes to decrease. Over 40% of the |
in Arkansas is devoted to agriculture, and theeStamks first in the nation in rice and commerbialiler production and fourth in cotton
production. During 1997, total earnings from agiticte dropped by $343 million.

The State is now moving toward a heavier manufargurase involving more sophisticated processegandiicts such as electrical
machinery, transportation equipment, fabricatedaisetnd electronics. In fact, Arkansas now haghdripercentage of workers involved in
manufacturing than the national average. In addlitioe services sector in the State's economyoigigg more rapidly than any other area.
The diversification of economic interests has laesehe State's cyclical sensitivity to impact by aingle sector.

In terms of total earnings, the services sectdrkansas experienced the most growth during 19%h, an increase of $529 million in
earnings. Manufacturing, however, continues to lEading component of the State's economy and exmed $246 million in earnings
growth during 1997. Manufacturing, divided almogtially between durable and non-durable goods, ibanés over 25% of the total wage
and salary component of personal income. Non-matwiag and non-agricultural goods provide a badghgroportion of the overall
economy and tend to insulate any adverse econanititions which affect manufacturing.

In terms of total employment, the services sedibmremains the largest portion of the Arkansasremmy, with over 261,000 jobs in 1998.
This sector grew approximately 4.0% during the weahonth period ending March 1998. The manufactusector grew by 1.2% or 3,000
new jobs to over 255,000 during the same periothérSouthwest region as a whole (Arkansas, LaugsiBlew Mexico, Oklahoma and
Texas, as grouped by the Bureau of Labor Stat)ssesvices and manufacturing grew by an averade88t and 5.0%, respectively.
Arkansas' transportation and public utilities seetad wholesale trade sector also experiencedgstyaims, increasing 4.6% and 4.1%,
respectively.

During the twelve-month period ending in March 19@fal employment in the State increased by 421184 jobs or 3.8% to 1.178 million.
During the same period, total employment averagéd @ gain for the Southwest region. Arkansas' gatntal employment during this
period in 1998 is in contrast to the 36,101 jolst thuring the twelve-month period ending March 1987 State has estimated that
employment would grow by about 23,500 during 199&ing 1998 and 1999, total employment is expettegtow by 1.9% and 1.5%,
respectively, while manufacturing employment isjgcted to increase by only 0.2% and 0.5%, respelgtiv

According to the United States Bureau of LaboriStias, the average unemployment rate in Arkansa$997 was 5.3%, down from the
5.4% average in 1996. National unemployment aver&gé2 and 5.0% in 1996 and 1997, respectivelyifguianuary and February 1998,
the unemployment rate remained at 5.3%, but ro8e7t in March. The national and Southwest regiath lawveraged 4.7% for the first three
months of 1998.

Per capita personal income in Arkansas grew toSBBduring 1997, up from $18,967 the previous y&his increase marks a 3.3% gain,
which is smaller than the growth of the three presgiyears: 4.2% in 1994, 5.7% in 1995 and 4.5%9861In the nation as a whole, per ca
personal income rose more rapidly (by 4.8%) dufifg7, widening the gap between the national andwsks average. Arkansas dropped
from 47th to 48th among all the states in termgeasfcapita personal income during 1997. The Stat&gage is currently 77% of the natio



figure ($25,598).

According to the U.S. Census Bureau, the populaifofirkansas in 1990 was 2,350,624, of which 53846 urban and 46.5% was rural.
Estimates for 1997 indicate that the populationdrasvn to 2,522,815, a gain of 7.3%. Among the fitages in the Southwest region,
Arkansas' population gain this decade ranks inrtluglle, below Texas (14.4%) and New Mexico (14.28%) above Oklahoma (5.5%) and
Louisiana (3.1%). During 1997, Arkansas' populatioew by 16,526 residents, a gain of 0.7% over 1996

Revenues and Expenditures. Deficit spending has peshibited by statute in Arkansas since 1945. Rbeenue Stabilization Act controls
spending by State agencies and prohibits defieibdimg. This Act requires that, before any Staendmng can take place, the General
Assembly must make an appropriation and funds imeistvailable in the fund from which the appropoathas been made. The State is
prohibited from borrowing money to put into anyt8taund from which appropriations can be paid.

Arkansas' general revenue forecasts for the cubienhium are based upon independently producétagss of economic conditions in the
State and the nation for the next two and a halfs.eThe current biennial forecast is based ottle Economic Outlook (March 1997) of
DRI/McGraw-Hill, Inc. and the State economic forscpresented by the Arkansas Institute for Econgkdicancement (April 23, 1997).

The State's gross receipts reached $3.290 billidtiscal Year 1997, an increase of $138.0 milliod.d% over Fiscal Year 1996. Net
available general revenues totaled $2.685 milligm6.0% or $152.1 million over Fiscal 1996. Thecklsl997 Allotment Reserve totaled
$46.3 million.

Of the $2.685 billion distributed from Arkansas'm@eal Revenue Fund in Fiscal Year 1997, $1.71hilbr 64.0% went toward education
(Public School Fund, General Education Fund antitiies of Higher Education). Human services ree@i$505 million (18.8%), while the
State General Government Fund received $249 mi(Ba2po).

The current official general revenue forecast fisc&l Year 1998 estimates gross general revenaehirg $3.426 billion, an increase of
$135.4 million or 4.1% above Fiscal Year 1997 rptxiNet available general revenues of $2.847obillire projected for Fiscal 1998, an
increase of $161.9 million or 6.0% over the presigear. The revenue impact of tax legislation phssethe 81st General Assembly
amounted to a decrease of $17.2 million from thgiral projection.

Fiscal Year 1999 gross general revenues are estinaiproduce $3.568 billion in receipts, an inseeaf $141.8 million or 4.1% over Fiscal
1998. Net available general revenues will tota®®2.billion, up by $52.5 million or 1.8%. This figuincludes the revenue impact of tax
legislation by the 81st General Assembly amountindecrease of $112.3 million.

Debt Management. The Constitution of Arkansas $igatly prohibits the creation of any State genealigation debt unless authorized in a
Statewide general election. Although the State ikAsas defaulted on some of its general obligatedt during the depression in the late
1930s, it has not failed to pay the principal ameriest on any of its general obligations whengioee that time.

Act 496 of 1981, as amended, the Arkansas WatesiRess Development Act of 1981 ("Act 496"), authes the issuance of State Water
Resources Development General Obligation Bondfiéystate of Arkansas, acting by and through thesks Soil and Water Conservation
Commission. The issuance of bonds pursuant to 8@twias approved by the electors of the State aje¢heral election on November 2, 1¢
The total principal amount of bonds issued during fiscal biennium may not exceed $15,000,000,thedotal principal of all bonds issued
under Act 496 may not exceed $100,000,000. All Isdndoe issued under Act 496 shall be direct géoblaations of the State, the princij
and interest of which are payable from the genmessdnues of the State.

Act 686 of 1987, the Arkansas Waste Disposal arldiffm Abatement Facilities Financing Act of 1987Act 686"), authorizes the issuance
of Arkansas Waste Disposal and Pollution Abatenfeucilities General Obligation Bonds by the Statéidansas, acting by and through the
Arkansas Soil and Water Conservation Commissioe.i$suance of bonds pursuant to Act 686 was apgroyehe electors of the State at
general election on November 8, 1988. The totaggpal amount of bonds issued during any fiscahbiem may not exceed $50,000,000,
and the total principal of all bonds issued under 886 may not exceed $250,000,000. All bonds tissged under Act 686 shall be direct
general obligations of the State, the principal emerest of which are payable from the generatnexes of the State.

Act 683 of 1989, the Arkansas College Savings Baaidof 1989 ("Act 683"), authorizes the issuancédfansas College Savings General
Obligation Bonds by the State of Arkansas, actipgud through the Arkansas Development Finance kitth The issuance of bonds
pursuant to Act 683 was approved by the electotheState at the general election on Novembe®®) 1The total principal amount of bor
issued during any fiscal biennium may not excee@D®100,000, and the total principal of all bondsiesd under Act 683 may not exceed
$300,000,000. All bonds to be issued under Act€&3| be direct general obligations of the Stdte,drincipal and interest of which are
payable from the general revenues of the State.

Counties and municipalities may issue general akibg bonds (pledging an ad valorem tax), spediigation bonds (pledging other specific
tax revenues) and revenue bonds (pledging onlyifspezvenues from sources other than tax reven&s)ool districts may issue general
obligation bonds (pledging ad valorem taxes). Raedmonds may also be issued by agencies and iresttatities of counties, municipalities
and the State of Arkansas but, as in all casesvafnue bonds, neither the full faith and creditthertaxing power of the State of Arkansas or
any municipality or county thereof is pledged te thpayment of those bonds. Revenue bonds casumdisnly for public purposes,
including, but not limited to, industry, housingedith care facilities, airports, port facilitiestawater and sewer projec



Bond Ratings. State of Arkansas general obligatimmds hold the following ratings: Standard & Po&&ings Services, AA; and Moody's
Investors Service, Inc., Aa3 (refined from Aa orribp4, 1997).

California Risk Factors

Economic Factors. Each California Trust is susbéptio political, economic or regulatory factorgeating issuers of California municipal
obligations (the "California Municipal ObligationsThese include the possible adverse effectsntdiceCalifornia constitutional
amendments, legislative measures, voter initiatares other matters that are described below. Tkaxfimg information provides only a brief
summary of the complex factors affecting the finahsituation in California (the "State") and isrived from sources that are generally
available to investors and are believed to be ateuNo independent verification has been madbhebhtcuracy or completeness of any of
following information. It is based in part on infoation obtained from various State and local ageniti California or contained in Official
Statements for various California Municipal Obligat.

There can be no assurance that future statewidegmmal economic difficulties, and the resultingpact on State or local governmental
finances generally, will not adversely affect tharket value of California Municipal Obligations Heh the portfolio of a Trust or the ability
of particular obligors to make timely payments ebtiservice on (or relating to) those obligations.

Since the recession in California in the early 1890alifornia has made a significant recovery. Degts in the nation's defense budget were
the main reason that California's downturn wases@ie. By 1996, nearly 60% of California's morentB&85,000 aerospace jobs had been
eliminated. In addition, California suffered moham two-thirds of all of the nation's job lossesuténg from military base closures. Federal
Department of Defense civilian employment in Catifa is down more than 60,000 from the late 198&=kmand is still falling.

Yet, in 1997, California's economy outperformedladonal economy due to strong growth in high-texdbgy manufacturing and services.
Employment growth was 3.1% in 1997, adding appratéty 400,000 new jobs. Since 1995, Californiae od job growth has been roughly
one and one-half times the national average raitecofdase. Among industries, business servicdwiseading job producer adding close to
70,000 jobs in 1997. One-third of that increase e@sentrated in computer software. Constructioa @alifornia's second leading source of
new jobs in 1997, adding nearly 50,000 jobs, drivgm 28% increase in nonresidential building aistivCalifornia's large labor force, at
15,873,000 in 1997, had an unemployment rate @¢66r81997. In comparison, the 1997 unemploymem f@t the United States was 4.9%.

Personal income grew by 7.2% in 1997. Personahimgcexceeded the national rate of increase by admmable margin. Wage and salary
increased by 7.7%; proprietors' growth was 7.9%; @mincrease in property income (dividends, irsier@nd rent) was over 9.3%. In contr.
transfer payments (including unemployment insuranedfare, Social Security, and Medicare) were nly @% in 1997, the smallest gain in
more than 60 years.

California is the nation's leading export statehvghipments of California-made goods to other toem exceeding $100 billion in 1996.
California exports 15 to 16% of its trillion dolldomestic product to other countries, compareéds than 11% for the U.S. as a whole.
Events in Asia could have implications for CalifaxnOver half of California-made goods exportssolkel to Asia, and the state has already
seen declines in cargoes destined for Japan, Sauda, Singapore and Malaysia. At the same tinmengtgrowth continues in exports to
Taiwan, Hong Kong, and Mexico. Overall, exportaflifornia-made goods slowed to 2% growth in thstfnalf of 1997, from over 8% the
year before. Strong export growth was a major etgrdaring the initial stages of the state's recpwerl994 and 1995. The upturn t
broadened sufficiently over the last two yearghtpoint that California is now posting solid gain employment and income despite the
slowing of exports.

For 1998, California's economy should continueet® mbust growth. Nonfarm employment is expectdddeease 2.8% or 365,000 jobs.
Unemployment is expected to drop to 5.6% in 19@8s@hal income is projected to drop slightly ta286 increase in 1998. During 1997,
several tax reform and business measures wereeehact

California's Workers' Compensation system whiclvipiesly had some of the highest premiums and lowestfits in the nation, was
reformed with a 40% premium reduction, saving empgte more than $4 billion per year. The Bank andpGtion tax was cut by 5% to
8.84%, thus lowering the cost of doing businesSaiifornia by $300 million per year. The tax rate ®ubchapter "S" corporations was
reduced from 2.5% to 1.5%, and the requirementgdatification for Subchapter "S" status were comfed to recent federal law changes.
Personal income taxes were reduced by $1.1 bitidi®97 and when the tax package is fully impleradnh 1999-2000, the personal income
tax cut will total $800 million.

Constitutional Limitations on Taxes and Appropas Limitation on Taxes. Certain California munadipbligations may be obligations of
issuers which rely in whole or in part, directlyindirectly, on ad valorem property taxes as a@@oif revenue. The taxing powers of
California local governments and districts are fediby Article XIIIA of the California Constitutigrenacted by the voters in 1978 and
commonly known as "Proposition 13." Briefly, ArgcKIIIA limits to 1% of full cash value the rate afl valorem property taxes on real
property and generally restricts the reassessnigambperty to the rate of inflation, not to exce®¥ per year or decline in value, except upon
new construction or change of ownership (subjeet namber of exemptions). Taxing entities may, hawveraise ad valorem taxes above the
1% limit to pay debt service on voter-approved hehthdebtedness.

Under Article XIIIA, the basic 1% ad valorem taxyeis applied against the assessed value of ppperbf the owner's date of acquisition
as of March 1, 1975, if acquired earlier), subjeatertain adjustments. This system has resulteddely varying amounts of tax on similarly
situated properties. Several lawsuits have beed @ihallenging the acquisiti-based assessment system of Proposition 13 ancheriLd,



1992, the U.S. Supreme Court announced a decigibolding Proposition 13.

Article XIIIA prohibits local governments from raig) revenues through ad valorem property taxesabioe 1% limit; it also requires voters

of any governmental unit to give two-thirds appiaedevy any "special tax." Court decisions, hoeg\allowed non-voter approved levy of
"general taxes" which were not dedicated to a $ipacse. In response to these decisions, the vofdise State in 1986 adopted an initiative
statute which imposed significant new limits on #iodlity of local entities to raise or levy genetakes, except by receiving majority local
voter approval. Significant elements of this iitia, "Proposition 62," have been overturned irergcourt cases. An initiative proposed to re-
enact the provisions of Proposition 62 as a cartgiital amendment was defeated by the voters irelder 1990, but such a proposal may
be renewed in the future.

Appropriations Limits. California and its local gawiments are subject to an annual "appropriations' imposed by Article XIIIB of the
California Constitution, enacted by the voters %79 and significantly amended by Propositions 98 HHh! in 1988 and 1990, respectively.
Article XIIIB prohibits the State or any covered& government from spending "appropriations sulijgtimitation” in excess of the
appropriations limit imposed. "Appropriations sutijeo limitation" are authorizations to spend "mreds of taxes," which consist of tax
revenues, and certain other funds, including prdedem regulatory licenses, user charges or dédes, to the extent that such proceeds
exceed the cost of providing the product or serice "proceeds of taxes" exclude most State sutorento local governments. No limit is
imposed on appropriations of funds which are nob¢peds of taxes," such as reasonable user charfess, and certain other non-tax funds,
including bond proceeds.

Among the expenditures not included in the ArtiI&B appropriations limit are (1) the debt servicest of bonds issued or authorized prior
to January 1, 1979 or subsequently authorized dydhers, (2) appropriations arising from certaireegencies declared by the Governor, (3)
appropriations for certain capital outlay proje¢fy,appropriations by the State of post-1989 iases in gasoline taxes and vehicle weight
fees, and (5) appropriations made in certain cakemergency.

The appropriations limit for each year is adjusaadually to reflect changes in cost of living amgbplation, and any transfers of service
responsibilities between government units. Thenitédins for such adjustments were liberalized i8Q 8y Proposition 111 to follow more
closely growth in California's economy.

"Excess" revenues are measured over a two-yeag.djith respect to local governments, excess ree@must be returned by a revision of
tax rates or fee schedules within the two subsedismal years. The appropriations limit for a Ibgavernment may be overridden by
referendum under certain conditions for up to fpesirs at a time. With respect to the State, 50%ngfexcess revenues is to be distributed to
K-12 school districts and community college diggigcollectively, "K-14 districts") and the othed% is to be refunded to taxpayers. With
more liberal annual adjustment factors since 1888,depressed revenues since 1990 because ot#ssimn, few governments, including
State, are currently operating near their spenlifinigs, but this condition may change over timechbgovernments may by voter approval
exceed their spending limits for up to four years.

Because of the complex nature of Articles XIIIA axidiB of the California Constitution, the ambigigis and possible inconsistencies in their
terms, and the impossibility of predicting futuggeopriations or changes in population and cos$iviofg, and the probability of continuing
legal challenges, it is not currently possible étedmine fully the impact of Article XIIIA or Artie XIIIB on California Municipal Obligation

or the ability of California or local governmentsgay debt service on such California Municipali@dions. It is not presently possible to
predict the outcome of any pending litigation wiéspect to the ultimate scope, impact or consoitaiity of either Article XIIIA or Article
XIIB, or the impact of any such determinations of#tate agencies or local governments, or upon &hdity to pay debt service on their
obligations. Future initiatives or legislative clgas in laws or the California Constitution may a$ect the ability of the State or local isstL

to repay their obligations.

Obligations of the State of California. Under thaif®rnia Constitution, debt service on outstandijegmeral obligation bonds is the second
charge to the General Fund after support of théigpabhool system and public institutions of higkeucation. The State had $14.9 billion
aggregate principal amount of non-self liquidatijgneral obligation bonds outstanding, and $6.4ohilhuthorized and unissued, as of
December 31, 1997. Outstanding lease revenue liotadsed $7.2 billion as of December 31, 1997, ardestimated to total $7.5 billion as of
June 30, 1998.

From July 1, 1996 to July 1, 1997,the State issmmfoximately $1.03 billion in non-self liquidatimgneral obligation bonds and $1.26
billion in revenue bonds. Refunding bonds, whioh ased to refinance existing long-term debt, actamlifor none of the general obligation
bonds and $841.38 million of the revenue bonds.

General Fund general obligation debt service exipamrd for fiscal year 1996-97 were $1.92 billiand are estimated at $1.89 billion for
fiscal year 1997-98.

Recent Financial Results. California maintains actd Fund for Economic Uncertainties (the "Econoivncertainties Fund"), derived from
General Fund revenues, as a reserve to meet cadh akthe General Fund. As of November 30, 198¥ General Fund had outstanding
internal loans from Special Funds of $2.8 billiam&ddition, there are $3 billion of external loaepresented by the 1997 Revenue
Anticipation Notes, which mature on June 30, 1998k revised projected 1997-98 fiscal year balantke General Fund Reserve for
Economic Uncertainties is $329 million. Special Buavenues are estimated at $14.2 billion for ®@7198 fiscal year and appropriated
Special Fund expenditures at $14.4 billi



The Budget. California's solid economic performadagng 1997 led to healthy revenue growth. Geneuald collections grew by over 6%
fiscal year 1996-97 to reach $49.2 billion, an éaze of $2.9 billion from the prior year. Revenoetfie 1997-98 and 1998-99 fiscal years is
expected to reach $52.9 billion and $55.4 billi@spectively. This represents annual growth of $8libn (7.5%) for 1997-98 and $2.5
billion (4.7%) for 1998-99.

Overall, General Fund revenues and transfers repregarly 80% of total revenues. The remaining 20&special funds dedicated to
specific programs. The three largest revenue seypsrsonal income, sales, and bank and corpojattmount for about 75% of total
revenues with personal income comprising 50% otdkte. The personal income tax in fiscal year 188 $23,273 million and is expected
to increase 11.6% for 1997-98 and 6.4% for 1998¥®@. enactment of the Federal Taxpayer Relief AdO87 is expected to result in
changes in taxpayer behavior that will generatétiat@dl state revenue (from increased capital gegadizations), adding $480 million to
personal income tax receipts in 1997-98 and $56éifomin 1998-99.

Expenditures for the 1996-97 fiscal year were $48llibn, an 8% increase. Expenditures for the 1987iscal year are estimated at $53.0
billion. As of June 30, 1997, the General Fund begawas $906 million. The estimate for June 30818%773.8 million.

Proposed 1998-99 Budget. The Governor's proposegdbior fiscal year 1998-99 is designed to furé@nomic growth, educational
reform, public safety, and maintain government endronmental quality. Kt2 education remains the State's top funding yiofihe Budge
includes $350 million to lengthen the school yeat80 days. The Budget fully funds the fourth aindlifyear of the Governor's "Compact
with Higher Education” and calls for the developingiha new compact with UC and CSU. The Budget jgles $50 million in General Fund
and $200 million in a proposed bond to capitaliee Infrastructure and Development Bank, while Wélp businesses locate and expand in
California. The Budget also proposes a $7 billiovestment plan to maintain and build the Statdiealcsystem, water supply, prisons, nat
resources, and other important infrastructure.

Bond Rating. The State's general obligation borad® ieceived ratings of "A1" by Moody's Investoes\&ce, "A+" by Standard & Poor's
Ratings Group and "A+" by Fitch IBCA, Inc. (formeifritch Investors Service, L.P.). There can bessueance that such ratings will be
maintained in the future. It should be noted thatdreditworthiness of obligations issued by Id€alifornia issuers may be unrelated to the
creditworthiness of obligations issued by the Stdt€alifornia, and that there is no obligationtbe part of the State to make payment on
such local obligations in the event of default.

Cash Management Policies. Cash temporarily idlindwrach fiscal year is invested in the Pooled Mdngestment Account (PMIA). The
investment of PIMA is restricted by law to the @lling categories: U.S. Government securities, séesiof federally sponsored agencies,
domestic corporate bonds, bank notes, interesidzgeime deposits in California banks and savings l@an associations, prime commercial
paper, repurchase and reverse repurchase agreesemisty loans, bankers' acceptances, negoti@bliéicates of deposit, and loans to
various bond funds. The average daily investmelatrize for the year ended June 30, 1997, amount®2&a billion, with an average
effective yield of 5.6%. For the year ended Junel3@6, the average daily investment was $26.®bitind the average effective yield was
5.71%. Total earnings of the PMIA for fiscal ye&956-97 amounted to $1.6 billion.

Legal Proceedings. The State is involved in cetegal proceedings (described in the State's rdasricial statements) that, if decided
against the State, may require the State to makdfisant future expenditures or may substantiatipair revenues. In January of 1997,
California experienced major flooding in six diffet areas with current estimates of property dartmge approximately $1.6 to $2 billion.
One lawsuit has been filed by 500 homeowners ane taavsuits are expected. Exposure from all ofahiécipated cases arising from these
floods could total approximately $2 billion.

The primary government is a defendant in CeridianpGration v. Franchise Tax Board, a suit whichllelnges the validity of two sections of
the California tax laws. The first relates to dethrecfrom corporate taxes for dividends receivedifisurance companies to the extent the
insurance companies have California activities. 3éeond relates to corporate deduction of dividéodie extent the earnings of the
dividend paying corporation have already been uhetlin the measure of their California tax. If be#ittions of the California Tax law are
invalidated, and all dividends become deductililentthe General fund can become liable for apprateéhy $200-$250 million annually.

Obligations of Other Issuers

Other Issuers of California Municipal Obligatiod$iere are a number of state agencies, instrumgesadind political subdivisions of the Si
that issue Municipal Obligations, some of which nb@yconduit revenue obligations payable from paym#&om private borrowers. These
entities are subject to various economic risksamgkrtainties, and the credit quality of the sdmsgiissued by them may vary considerably
from the credit quality of the obligations backadtbe full faith and credit of the State.

State Assistance. Property tax revenues receivéachy governments declined more than 50% followpagsage of Proposition 13.
Subsequently, the California Legislature enactedsuees to provide for the redistribution of thet&taGeneral Fund surplus to local
agencies, the reallocation of certain State revetuécal agencies and the assumption of cerammmental functions by the State to assist
municipal issuers to raise revenues.

To the extent the State should be constrainedsbériicle XIIIB appropriations limit, or its obligeon to conform to Proposition 98, or other
fiscal considerations, the absolute level, or #te of growth, of State assistance to local govemtsxmay be further reduced. Any such
reductions in State aid could compound the seffisaal constraints already experienced by manyllgogernments, particularly counties. At
least one rural county (Butte) publicly announdeat it might enter bankruptcy proceedings in Audigf0, although such plans were put



after the Governor approved legislation to pro\additional funds for the county. Other countiesénaiso indicated that their budgetary
condition is extremely grave. The Richmond Unifi&chool District (Contra Costa County) entered baptay proceedings in May 1991 but
the proceedings were dismissed. Los Angeles Cotheylargest in the State, has reported several fisoblems, leading to a nominal $1.2
billion deficit in its $11 billion budget for thedD5-96 fiscal year. To balance the budget, the youmposed severe cuts in services,
particularly for health care. The Legislature issidering actions to help alleviate the Countysdl problems, but none were completed
before August 15, 1995. As a result of its bankcymiroceedings (discussed further below) OrangenGoaiso implemented stringent cuts in
services and laid off workers.

Assessment Bonds. California Municipal Obligatisrtich are assessment bonds may be adversely affiegte general decline in real estate
values or a slowdown in real estate sales actilritynany cases, such bonds are secured by landhighicxdeveloped at the time of issuance
but anticipated to be developed within a few yediar issuance. In the event of such reductiodawvadown, such development may not oc

or may be delayed, thereby increasing the riskadfault on the bonds. Because the special asse&sordaxes securing these bonds are not
the personal liability of the owners of the progexssessed, the lien on the property is the ordyriy for the bonds. Moreover, in most cases
the issuer of these bonds is not required to makenpnts on the bonds in the event of delinquentiggrpayment of assessments or taxes,
except from amounts, if any, in a reserve fundidistaed for the bonds.

California Long-Term Lease Obligations. Certainifoahia long-term lease obligations, though typligglayable from the general fund of the
municipality, are subject to "abatement" in therg\tbe facility being leased is unavailable for éeial use and occupancy by the
municipality during the term of the lease. Abatetriemot a default, and there may be no remediaadle to the holders of the certificates
evidencing the lease obligation in the event abatgraccurs. The most common cases of abatemefdilme to complete construction of t
facility before the end of the period during whlelse payments have been capitalized and uninsaseglty losses to the facility (e.g., du
earthquake). In the event abatement occurs witertso a lease obligation, lease payments magtberupted (if all available insurance
proceeds and reserves are exhausted) and théce¢efmay not be paid when due.

Several years ago, the Richmond Unified SchoolrBisfthe "District") entered into a lease trangatin which certain existing properties of
the District were sold and leased back in ordertii@in funds to cover operating deficits. Followmdjscal crisis in which the District's
finances were taken over by a State receiver (@hietpa brief period under bankruptcy court protatyj the District failed to make rental
payments on this lease, resulting in a lawsuitlgyTrustee for the Certificate of Participationdesk, in which the State was named defen
(on the grounds that it controlled the Districtteahces). One of the defenses raised in answaigdatvsuit was the invalidity of the District's
lease. The trial court has upheld the validitylef kease and the case has been settled. Any judgmefuture case against the position
asserted by the Trustee in the Richmond case mayddyverse implications for lease transactionssifrélar nature by other California
entities.

Other Considerations. The repayment of industeaietbpment securities secured by real property Ineagffected by California laws limiting
foreclosure rights of creditors. Securities backgdhealth care and hospital revenues may be affdgtehanges in State regulations
governing cost reimbursements to health care persidnder Medi-Cal (the State's Medicaid prograncjuding risks related to the policy of
awarding exclusive contracts to certain hospitals.

Limitations on ad valorem property taxes may patédy affect "tax allocation" bonds issued by @atiia redevelopment agencies. Such
bonds are secured solely by the increase in asbeaketion of a redevelopment project area afterstart of redevelopment activity. In the
event that assessed values in the redevelopmgatpdecline (e.g., because of a major naturalktisasuch as an earthquake), the tax
increment revenue may be insufficient to make m@pimlcand interest payments on these bonds. Bothdyle@nd S&P suspended ratings on
California tax allocation bonds after the enactn@rticles XIIIA and Xl11IB, and only resumed suchtings on a selective basis.

Proposition 87, approved by California voters i889requires that all revenues produced by a ti@xinarease go directly to the taxing entity
which increased such tax rate to repay that esitifgheral obligation indebtedness. As a resuleweldpment agencies (which, typically, are
the issuers of tax allocation securities) no lorrgeeive an increase in tax increment when taxgeaperty in the project area are increase
repay voter-approved bonded indebtedness.

The effect of these various constitutional andustay changes upon the ability of California mupalisecurities issuers to pay interest and
principal on their obligations remains unclear.tRarmore, other measures affecting the taxing engdimg authority of California or its
political subdivisions may be approved or enactethé future. Legislation has been or may be intced which would modify existing taxes
or other revenue-raising measures or which eittwrdavfurther limit or, alternatively, would increathe abilities of state and local
governments to impose new taxes or increase eyittkes. It is not presently possible to predieteltent to which any such legislation will
be enacted. Nor is it presently possible to deteerttie impact of any such legislation on Califoianicipal Obligations in which the Fund
may invest, future allocations of state revenudedal governments or the abilities of state oalgovernments to pay the interest on, or
repay the principal of, such California Municipabk®ations.

Substantially all of California is within an actigeologic region subject to major seismic activityprthern California, in 1989, and southern
California, in 1994, experienced major earthquakassing billions of dollars in damages. The fedgmlernment provided more than $13
billion in aid for both earthquakes, and neitheemis expected to have any long-term negative@oémimpact. Any California Municipal
Obligation in a California Trust could be affectegan interruption of revenues because of damaaglities, or, consequently, income tax
deductions for casualty losses or property taxssssent reductions. Compensatory financial assistaoald be constrained by the inability
(i) an issuer to have obtained earthquake insureocerage at reasonable rates; (ii) an insureetfopm on its contracts of insurance in the
event of widespread losses; or (iii) the Feder&@tate government to appropriate sufficient funahiw their respective budget limitatior



On December 7, 1994, Orange County, California ({@®unty"), together with its pooled investmentdughe "County Pooled Fund") filed
for protection under Chapter 9 of the federal Bapkry Code, after reports that the County PooleatFhad suffered significant market los

in its investments caused a liquidity crisis fog tBounty Pooled Fund and the County. More thanat86r public entities, most but not all
located in the County, were depositors in the Cp®uoled Fund. As of mid-January 1995, the Coustiymated that the County Pooled Fund
had lost about $1.64 billion, or 23%, of its inlitileposits of around $7.5 billion. The Pooled Fhiad been almost completely restructured to
reduce its exposure to changes in County inteagssr Many of the entities which kept moneys inGoeinty Pooled Fund, including the
County, faced cash flow difficulties because of baakruptcy filing and may be required to reduaegpams or capital projects. The County
and some of these entities have, and others midneifuture, default in payment of their obligatioAs that time, Moody's and Standard &
Poor's suspended, reduced to below investment d¢gadks, or placed on "Credit Watch" various se@siof the County and the entities
participating in the Pooled Fund.

The State of California has no obligation with redto any obligations or securities of the Cowrtyany of the other participating entities,
although under existing legal precedents, the $tate be obligated to ensure that school distriatsetsufficient funds to operate.

Colorado Risk Factors

Restrictions on Appropriations and Revenues. Th&STonstitution requires that expenditures for fesoal year not exceed revenues for
such fiscal year. By statute, the amount of Gerfemad revenues available for appropriation is bagexh revenue estimates which, together
with other available resources, must exceed arapabopriations by the amount of the unappropria¢sérve (the "Unappropriated Resery
The Unappropriated Reserve requirement for fiseat 1991, 1992 and 1993 was set at 3% of totabgpiations from the General Fund. For
fiscal years 1994 and thereafter, the UnapproptiBeserve requirement is set at 4%. In additichédJnappropriated Reserve, a
constitutional amendment approved by Colorado gated 992 requires the State and local governnoergderve a certain percentage of its
fiscal year spending (excluding bonded debt sejfmeemergency use (the "Emergency Reserve").rilimenum Emergency Reserve is set
at 2% for 1994 and 3% for 1995 and later yearsfiSoal year 1992 and thereafter, General Fundaggpjations are also limited by statute to
an amount equal to the cost of performing certaguired reappraisals of taxable property plus aowequal to the lesser of (i) 5% of
Colorado personal income or (ii) 106% of the t@aheral Fund appropriations for the previous figear. This restriction does not apply to
any General Fund appropriations which are requased result of a new federal law, a final statiederal court order or moneys derived fr
the increase in the rate or amount of any tax @afgproved by a majority of the registered eleatbthe State voting at any general election.
In addition, the statutory limit on the level of @&zal Fund appropriations may be exceeded for endiigcal year upon the declaration of a
State fiscal emergency by the State General Assembl

The 1997 fiscal year ending General Fund balance$8a@5.1 million prior to legislative change HB 2814. The restated 1997 ending fund
balance will be $514.1 million or $347.4 millionenthe combined Unappropriated Reserve and Emeydeeserve requirement. As required
by the new law, the revised ending fund balances daé net out the state's first TABOR rebate. Téw measure directs the state controller's
office to show TABOR refunds in the year they aré¢ refunded, rather than the year they were induBased on June 12, 1998 estimates,
the 1998 fiscal year ending General Fund balanegpscted to be $823.6 million, or $646.6 milliorenthe required Unappropriated Rest
and Emergency Reserve.

On November 3, 1992, voters in Colorado approvedrsstitutional amendment (the "Amendment") whichgéneral, became effective
December 31, 1992, and which could restrict thétalof the State and local governments to incraasenues and impose taxes. The
Amendment applies to the State and all local gawemts, including home rule entities ("DistrictEEnterprises, defined as government-
owned businesses authorized to issue revenue lamdsceiving under 10% of annual revenue in griaais all Colorado state and local
governments combined, are excluded from the pronwssof the Amendment.

The provisions of the Amendment are unclear ane heguired judicial interpretation. Among otheryisions, beginning November 4, 19¢
the Amendment requires voter approval prior toitexeases, creation of debt, or mill levy or valoatffor assessment ratio increases. The
Amendment also limits increases in government sipgnahd property tax revenues to specified percgstaThe Amendment requires that
District property tax revenues yield no more thaam prior year's revenues adjusted for inflatiorievapproved changes and (except with
regard to school districts) local growth in properalues according to a formula set forth in theeglwiiment. School districts are allowed to
adjust tax levies for changes in student enrolimatsuant to the Amendment, local government spgnid to be limited by the same
formula as the limitation for property tax revenug&se Amendment limits increases in expendituresifthe State General Fund and program
revenues (cash funds) to the growth in inflatiamspthe percentage change in state population iprtbecalendar year. The basis for spen
and revenue limits for each fiscal year is therdlieral year's spending and property taxes catbat the prior calendar year. Debt service
changes, reductions and voter-approved revenuggelare excluded from the calculation bases. Thendment also prohibits new or
increased real property transfer tax rates, neig s¢éal property taxes and local district income$a

Litigation concerning several issues relating ® Amendment was filed in the Colorado courts. Ttigation dealt with three principal issu

(i) whether Districts can increase mill levies syplebt service on general obligation bonds witludntiaining voter approval; (ii) whether a
multi-year lease purchase agreement subject toshmppropriations is an obligation which requiresev approval prior to execution of the
agreement; and (iii) what constitutes an "enteginighich is excluded from the provisions of the Ardment. In September 1994, the
Colorado Supreme Court held that Districts candase mill levies to pay debt service on generagatbn bonds issued after the effective
date of the Amendment; in June, 1995, the Colofagureme Court validated mill levy increases to gageral obligation bonds issued prior
to the Amendment. In late 1994, the Colorado CofiAppeals held that multi-year lease-purchaseeageats subject to annual appropriation
do not require voter approval. The time to fileagopeal in that case has expired. Finally, in M&@5], the Colorado Supreme Court ruled that
entities with the power to levy taxes may not thelwiss be "enterprises"” for purposes of the Amendnienvever, the Court did not address
the issue of how valid enterprises may be credtigidation in the "enterprise" arena may be filedhe future to clarify these issur



According to the Colorado Economic Perspective rifoQuarter, FY 19988, June 12, 1998 (the "Economic Report"), inflatior 1996 wa:
3.5% and population grew at the rate of 2.0% ino@ualo. Accordingly, under the Amendment, incre@se&tate expenditures during the 1!
fiscal year are limited to 5.5% over expendituresry the 1997 fiscal year. The 1997 fiscal yeah&sbase year for calculating the limitation
for the 1998 fiscal year. The limitation for the9BSfiscal year is 5.3%, based on inflation of 3.886 population growth of 2.0% during 19
For the 1997 fiscal year, General Fund revenuedetdt$4,639.9 million and program revenues (casbdutotaled $2,007.7 million, resulting
in total base revenues of $6,647.6 million. Expeméds for the 1998 fiscal year, therefore, cannoeed $6,866.6 million. The 1998 fiscal
year General Fund and program revenues (cash fanel€xpected to total $7,395.4 million, or $528i8ion more than expenditures allow
under the spending limitation. This will be the zed time the state has breached the limit sindenigementation in 1992. The first breach
was in 1997 and the excess revenue of $139.0 millias refunded to Colorado taxpayers during the3189 filing season. A measure will
placed on the November 1998 ballot to deal withetkeess revenue in fiscal year 1998. The measopopes spending the excess revenue
either $200 million per year or $1 billion for figears for highway construction and repair, K-Efes/ needs, and higher education building.
The Economic Report estimates that the limit willbreached by $494.1 million in fiscal year 1998-99

There is also a statutory restriction on the amaofiminnual increases in taxes that the variousigaiirisdictions in Colorado can levy without
electoral approval. This restriction does not appliaxes levied to pay general obligation debt.

State Finances. As the State experienced revemugadls in the mid-1980s, it adopted various measuincluding impoundment of funds by
the Governor, reduction of appropriations by the&al Assembly, a temporary increase in the salesdeferral of certain tax reductions and
inter-fund borrowings. On a GAAP basis, the Statd General Fund balances (before reserves) at3luakapproximately $405.1 million in
fiscal year 1994, $486.7 million in fiscal year 59$368.5 million in fiscal year 1996 and $514.1liom in fiscal year 1997. The fiscal year
1998 ending General Fund balance (before reseivesdjected at $823.6 million.

Revenues for the fiscal year ending June 30, 1883yved Colorado's general fund increasing aftémvadown in 1996. Revenues grew by

$410.7 million to $4,679.4 million, a 9.6% increds®mm 1996. This figure was higher than the fisgsdr 1996 pace of 6.8%. General Fund
revenues exceeded expenditures by $145.0 milliba.t@irnaround in fiscal year 1997 came as a re$slirging corporate, use and individ

income taxes, which rose 15.3%, 11.0% and 12.68pectively.

For fiscal year 1997, the following tax categogeserated the following respective revenue pergestaf the State's $4,679.4 million total
gross receipts: individual income taxes represeb®8d of gross fiscal year 1997 receipts; salesanseexcise taxes represented 30.5% of
gross fiscal year 1997 receipts; and corporatenrectaxes represented 5.1% of gross fiscal year 663%ipts. The percentages of General
Fund revenue generated by type of tax for fiscal §®98 are not expected to be significantly déferfrom fiscal year 1997 percentages.

For fiscal year 1998, General Fund revenues ategsd at $5,339.7 million. Revenue growth is expédo increase 14.1% over FY 1997
actual revenues. General fund expenditures amaa&sti at $4,733.7 million. The ending General Fomldnce for fiscal year 1998, after
reserve set-asides, is $646.6 million.

State Debt. Under its constitution, the State db€ualo is not permitted to issue general obligabonds secured by the full faith and credi
the State. However, certain agencies and instruatiges of the State are authorized to issue beedared by revenues from specific projects
and activities. The State enters into certain |&a@sesactions which are subject to annual renethlesoption of the State. In addition, the
State is authorized to issue short-term revenueipation notes. Local governmental units in thatStare also authorized to incur
indebtedness. The major source of financing fohdacal government indebtedness is an ad valorempepty tax. In addition, in order to
finance public projects, local governments in thetécan issue revenue bonds payable from the uegest a utility or enterprise or from the
proceeds of an excise tax, or assessment bondblpdya@m special assessments. Colorado local gavents can also finance public projects
through leases which are subject to annual apgtipni at the option of the local government. Lagarernments in Colorado also issue tax
anticipation notes. The Amendment requires prigervapproval for the creation of any multiple fisgaar debt or other financial obligation
whatsoever, except for refundings at a lower ratebtigations of an enterprise.

State Economy. Based on data published by the @iddobepartment of Labor and Employment, total weag salary employment in 1997
was 1,977,000 (seasonally adjusted). This was@ease of 76,600 from 1996. Services and trade theraumber one and two largest
growing industries in Colorado in 1997, followed thye finance, insurance, and real estate sectarst@ation was the fourth largest sourct
employment growth in 1997.

The annual average unemployment rate in Coloraato 1994 to 1996 remained stable at 4.2%. In 1987uhemployment rate in Colorado
dropped to 3.3% while the nation's unemploymer veas 5.0%. Colorado's job growth rate increas@®h4n 1997, an increase from the
3.6% growth rate in 1996. In comparison, the jofgh rate for the United States in 1996 and 1993 2v8% and 2.3%, respectively. Total
nonagricultural employment in Colorado is expedtethcrease 3.9% in 1998.

Personal income rose 7.2% in Colorado during 1$9Goapared with 5.8% for the nation as a whole.988, Colorado's personal income is
expected to increase 6.7%, outpacing the nati®@¥8 ¢stimated rate of 5.4%.

The year 1998 will look much like 1997. There vbi# some slowing of population, housing starts andleyment, but the outlook is still
strong. Economic conditions in the State may hawgicuing effects on other governmental units witthie State (including issuers of the
Bonds in the Colorado Trust), which, to varying g, have also experienced reduced revenuesasltaf recessionary conditions and
other factors



Connecticut Risk Factors

The following information is only a summary of rifkctors associated with Connecticut. It has besnpiled from official government
statements and other publicly available documédtiough the Sponsor has not independently verifiedinformation, it has no reason to
believe that it is not correct in all material rests.

Manufacturing has historically been of prime ecoimimportance to Connecticut (sometimes referreastthe "State"). The manufacturing
industry is diversified, with transportation equipnmt (primarily aircraft engines, helicopters antirearines) the dominant industry, followed
by non-electrical machinery, fabricated metal paidand electrical machinery. As a result of aifsemployment in service-related
industries and a decline in manufacturing employineowever, manufacturing accounted for only 17.3%%otal non-agricultural
employment in Connecticut in 1996. Defense-relétesiness represents a relatively high proportioth@fmanufacturing sector. On a per
capita basis, defense awards to Connecticut hadéitmally been among the highest in the natiol, @eductions in defense spending have
had a substantial adverse impact on Connecticuisosny.

The average annual unemployment rate in Connegtictgased from a low of 3.0% in 1988 to 7.6% i®29nd, after a number of important
changes in the method of calculation, was repddda 5.8% in 1996. Average per capita personanreof Connecticut residents increased
in every year from 1987 to 1996, rising from $22,%8 $33,875. However, pockets of significant unkrpment and poverty exist in several
Connecticut cities and towns.

At the end of the 1990-1991 fiscal year, the Gdrfemad had an accumulated unappropriated defich96b,712,000. For the six fiscal years
ended June 30, 1997, the General Fund ran opematipiuses, based on the State's budgetary mettamtaunting, of approximately
$110,200,000, $113,500,000, $19,700,000, $80,500F%50,000,000 and $262,600,000, respectivelye@éirund budgets for the bienni
ending June 30, 1999, were adopted in 1997. GeRaral expenditures and revenues are budgetedappreximately $9,550,000,000 and
$9,700,000,000 for the 1997-1998 and 1998-199@lfigears, respectively, an increase of more th&t 86m the budgeted expenditures of
approximately $7,008,000,000 for the 1991-1992dfiyear.

During 1991, the State issued a total of $965, T®MMconomic Recovery Notes. The notes were to pelpa no later than June 30, 1996,
as part of the budget adopted for the bienniumrendune 30, 1997, payment of the notes schedulled paid during the 1995-1996 fiscal
year was rescheduled to be made over the fourl fieeas ending June 30, 1999. The outstanding we¢es $157,055,000 as of Decembe
1997.

The State's primary method for financing capitalj@cts is through the sale of general obligationdso These bonds are backed by the full
faith and credit of the State. As of December B713he State had authorized direct general olidigdiond indebtedness totaling
$11,460,239,000, of which $10,159,950,000 had lagpnoved for issuance by the State Bond Commisaiain$9,181,272,000 had been
issued. As of December 1, 1997, State direct génbhgation indebtedness outstanding was $6,4 X0,

In 1995, the State established the University afif@aticut as a separate corporate entity to issudand construct certain infrastructure
improvements. The University is authorized to issards totaling $962,000,000 to finance the impnosets. The University's bonds will be
secured by a State debt service commitment, theeggte amount of which is limited to $382 milliar the four fiscal years ending June 30,
1999, and $580 million for bonds issued in thefsigal years ending June 30, 2005.

In addition, the State has limited or contingeability on a significant amount of other bonds. Bbonds have been issued by the following
guasipublic agencies: the Connecticut Housing Financthévty, the Connecticut Development Authority, Bennecticut Higher Educatic
Supplemental Loan Authority, the Connecticut ResesiRecovery Authority and the Connecticut Heatith Bducational Facilities Authorit
Such bonds have also been issued by the citiesi@g&port and West Haven and the Southeastern CtoueWater Authority. As of March
3, 1998, the amount of bonds outstanding on whiehState has limited or contingent liability tothf#&4,000,900,000.

In 1984, the State established a program to ptamstcuct and improve the State's transportatiotesy$other than Bradley International
Airport). The total cost of the program through di@®, 2002, is currently estimated to be $12.30biJlto be met from federal, state, and local
funds. The State expects to finance most of it§ $8lion share of such cost by issuing $4.6 billiaf special tax obligation ("STO") bonds.
The STO bonds are payable solely from specifiecbmfoiel taxes, motor vehicle receipts, and licepsemit and fee revenues pledged
therefor and credited to the Special Transportefiomd, which was established to budget and acdousuch revenues.

As of December 1, 1997, the General Assembly h#tbaaed $4,302,700,000 of such STO bonds, of wii894,700,000 of new money
borrowings had been issued. It is anticipated dldditional STO bonds will be authorized annuallgmounts necessary to finance and to
complete the infrastructure program. Such additiboads may have equal rank with the outstandinglbgrovided certain pledged revenue
coverage requirements are met. The State expectstimue to offer bonds for this program.

The State's general obligation bonds are ratedbyAStandard & Poor's and Aa3 by Moody's. On Marth1B95, Fitch reduced its ratings of
the State's general obligation bonds from AA+ to. AA

The State, its officers and its employees are dffets in numerous lawsuits. Although it is not lassto determine the outcome of these
lawsuits, the Attorney General has opined thatdueese decision in any of the following cases mighte a significant impact on the State's
financial position: (i) a class action by the Cocticut Criminal Defense Lawyers Association claignancampaign of illegal surveillan



activity and seeking damages and injunctive re{igfan action on behalf of all persons with traatia brain injury, who have been placed in
certain State hospitals, claiming that their cdastinal rights are violated by placement in Stadspitals alleged not to provide adequate
treatment and training, and seeking placementimnconity residential settings with appropriate suppgervices;

(i) litigation involving claims by Indian tribe® a portion of the State's land area; and (iva@ion in the name of several public school
students and the Connecticut municipalities in Whie students reside, seeking a declaratory judgthat the State's current system of
financing public education violates the Connecticanhstitution.

As a result of litigation on behalf of black andspianic school children in the City of Hartford sieeK'integrated education” within the
Greater Hartford metropolitan area, on July 9, 1986 State Supreme Court directed the legislatudevelop appropriate measures to
remedy the racial and ethnic segregation in thefétarpublic schools. The fiscal impact of this démn might be significant but is not
determinable at this time.

General obligation bonds issued by municipalitiesgayable primarily from ad valorem taxes on prgpkcated in the municipality. A
municipality's property tax base is subject to m&awngors outside the control of the municipalitycluding the decline in Connecticut's
manufacturing industry. Certain Connecticut muratiiies have experienced severe fiscal difficulaesl have reported operating and
accumulated deficits. The most notable of thegled<City of Bridgeport, which filed a bankruptcytiien on June 7, 1991. The State opposed
the petition. The United States Bankruptcy Courtfie District of Connecticut held that Bridgepbas authority to file such a petition but
that its petition should be dismissed on the grauhdt Bridgeport was not insolvent when the petitvas filed. State legislation enacted in
1993 prohibits municipal bankruptcy filings withahe prior written consent of the Governor.

In addition to general obligation bonds backedHhzyfull faith and credit of the municipality, cartanunicipal authorities finance projects by
issuing bonds that are not considered to be délbeanunicipality. Such bonds may be repaid oniyrf revenues of the financed project, the
revenues from which may be insufficient to sentloerelated debt obligations.

Regional economic difficulties, reductions in remwea and increases in expenses could lead to fufiticat problems for the State and its
political subdivisions, authorities and agenciesfiflties in payment of debt service on borrowsngpuld result in declines, possibly severe,
in the value of their outstanding obligations, g&ses in their future borrowing costs, and impaitnoé their ability to pay debt service on
their obligations.

Delaware Risk Factors

Economic Outlook. The growth experienced in mostas of Delaware's economy was considerably gréfadéa in the other states of the
mid-Atlantic region (Maryland, New Jersey, New YpRennsylvania) and the nation since the 1980selt@n 50,000 jobs were created in
the State since 1993, and Delaware is seeking ath@/ways to create additional jobs and diverggyeconomy.

Dominated by the chemical and automotive industrienufacturing is the largest source of Statermeand third largest employer, closely

following services and trade. Financial servicesstruction and tourism continue to be importantdes in the State's economy. Agriculture

also plays a vital part in Delaware's economy, \pidhiltry accounting for over two-thirds of agriawuttl receipts in 1997. Soybeans, corn and
dairy products are also primary farm products, @mel-half of the State's land acreage is used forife.

The role of the finance, insurance and real estagieservices sectors in Delaware's economy isasarg and the role of the manufacturing
sector is decreasing as the State's employmentieasenes more diversified. Yet employment in Del@wa still heavily concentrated in
manufacturing, compared to regional averages. Eynpdot in the manufacturing sector averaged 57,40igl 1997, with $126 million
growth in total earnings over the previous yearnifacturing represented 15% of total jobs for libgh State and the U.S. However, 41% of
these manufacturing jobs were in chemical compao@spared with 6% nationally.

Delaware's two largest employment sectors, sendndsrade, provide a smaller percentage of empoyrihan the national average. Serv
numbered 107,200 jobs in 1997, with $361 millioowgth over 1996; and the wholesale and retail tsstors employed an average of
85,500, with $102 million in earnings growth durit@97. During 1997, there was an average of 47@89in the finance, insurance and real
estate sector, with earnings growth totaling $2418am.

The State's total employment during March 199&fsmated at 379,564, compared with 360,611 durimgdi 1997. Employment has
improved steadily in Delaware since the 1990-92semn, during which the State lost over 500 j&lisce 1985, 83,200 net new jobs have
been created, a 28% increase. During 1997, adbiat,400 new nonfarm jobs were created, incluéiwgry major sector of the economy.

Delaware's labor force has kept pace with its gngvyob market by expanding faster than the natiamatage. During the past ten years, the
State's labor force has grown by 18%, comparealyp 18.7% for the nation. During 1997, the Staletsr force averaged 379,700.
Delaware's labor force participation rate exceeat®nal levels, at 69.7% and 66.6%, respectiveBlaidare's non-agricultural employment
represents 98% of the State's workers.

The State's unemployment rate for 1997 averagéd,40wn from 5.2% in 1996, while the United Staesraged 5.4% in 1996 and 5.0% in
1997. During the first three months of 1998, Deleaas averaged 3.4% unemployment, significantiefathan the 4.7% average for nati

Delaware's per capita personal income reached $2%01997, up from $27,782 in 1996. This gain espnts 4.5% growth, compared to



State's 5.9% gains in 1995 and 1996. The Statesapéta personal income is currently 113.5% ofrtaBonal average ($25,598), up from
113.2% in 1996. In 1997, Delaware's growth ratevstbslightly as compared to the nation as a whhk%), but the State retained its 5th
place ranking among all the states in terms oftpeita personal income. In terms of total persamame, however, Delaware ranked 44th in
the nation, with a 5.6% gain during 1997. The matlgrowth rate in total personal income duringZ19&s 5.7%.

The U.S. Census Bureau reports that Delaware'sigtigruwas recorded at 666,168 during the 1990 @eriEhe population is estimated to
have reached 731,581 during July 1997 and is etgdrta grow to 739,337 during 1998. Between 199D 397, Delawarepopulation has
increased at a higher rate than the nation as éeywwih gains of 9.8% and 7.6%, respectively. Begw July 1996 and July 1997, the State's
population grew by 8,106 people, a 1.1% increast.imNmigration accounted for approximately 38.28elaware's growth in 1997, down
from 51.1% in 1996. The State is the fifth leagbydated in the country. With an average populatib869 persons per square mile, however,
only six states were more densely populated in 1997

Revenues and Expenditures. Delaware has activalyhsdo control expenditures and set funds asidéfare economic downturns. The
State has enacted a spending limit based uponl aetgpts from previous fiscal years which autdoaly guarantees a continuing surplus.
The State Constitution requires that a budgetasgrie fund be maintained, equal to 5% of estimatednue for the next fiscal year. Access
to this fund is possible only when there are unetggtrevenue shortfalls or if there is a legisktigduction in tax rates. The cumulative cash
balance in the combined Budget Reserve (or "Raiay Bund") and the Excess Reserve totaled $392I®&madt the end of Fiscal Year 1997,
up from $379.3 million at the end of Fiscal 1996.

Total revenues for all Governmental Fund Typeskxgendable Trust Funds for Fiscal Year 1997 rea3e408 billion, a $77 million gain
over Fiscal Year 1996 revenues. The single langasinue producers were taxes, the receipts of whtated $1.839 billion in Fiscal 1997.
This amount represents 54% of the State's totalmess and shows a 2.2% increase during Fiscal t88ared to the 2.7% gain during
Fiscal 1996. The federal government gave Delawa8®$8 million (up 2.0%), while the State's earnifrge licenses, fines, permits and fees
grew by 12.8% to $583.9 million. General fund reves are estimated to have totaled $1.742 billidfiscal 1997.

Fiscal Year 1997 expenditures for all GovernmeRtaid Types and Expendable Trust Funds totaled $8liéh, 5.3% growth over Fiscal
1996. Budgetary General Fund expenditures totale@sillion, 7.1% growth over Fiscal 1996. Neaotyethird of all State spending was -
public and higher education. Appropriations tote#@dd86 billion for education programs, an increafsé.9% over Fiscal 1996. Health and
Children's Services expenditures of $841.7 millipresenting almost one-fourth of total expendsuicreased 2.3% over Fiscal 1996.
General governmental expenditures, the third ldrgasmponent at 15.4%, increased by 10.8% to $5&8Bmiprimarily due to renovation ai
construction costs of State offices, new schootsa@mpletion of prison construction.

The fund balances and retained earnings of thegpyigovernment increased 15.3% in Fiscal 1997 t638bbillion. Of that amount, the
GAAP General Fund balance increased nearly 16.28672.0 million in Fiscal 1997. This significantiease was fueled by strong growth
across all major revenue categories.

The Governor's proposed Fiscal Year 1998 operatiniget totals $1.780 billion, an increase of 4.99%r the Fiscal Year 1997 operating
budget. Total recommended General Fund appropmgtoe $1.836 billion (including the $29.6 milli@eneral Fund allocation to the Bond
and Capital Improvements Act), which represents @8rojected net Fiscal Year 1998 revenues playecwger funds. Total General Fund
revenues are projected at $1.808 billion, a 3.9% geer Fiscal 1997. Of this amount, the threedatgevenue producers are personal income
taxes, franchise taxes, and business and occupbfjorss receipt taxes, at 43.6%, 19.7% and 6.88pectively.

The Governor's recommended Fiscal Year 1999 operatidget is $1.871 billion. Total recommended &i4®99 General Fund
appropriations are $2.066 billion, including $166iflion in General Funds allocated to the Bond @agbital Improvements Act. The $2.066
billion total appropriations represent 97.8% ofjpoted net Fiscal Year 1999 revenue plus carrybuats. Net revenue collections for Fiscal
1999 are projected to be $2.039 billion, a 4.4%eaase over the Fiscal 1998 projection.

Debt Management. Recognizing the critical imporéaotcontrolling its debt, Delaware initiated aissrof policies designed to centralize ¢
issuance and foster fiscal responsibility, inclgdine elimination of short-term borrowing, provissoto prevent delaying or backloading debt
obligations and debt authorization and issuancidir&ffective July 1, 1991, new tax-supported dalthorizations are limited to 5% of
estimated General Fund revenue.

For Fiscal Year 1998, the Governor's Recommendeti Bod Capital Improvements Act totals $292.8 omilliOf this amount, $127.5 millic
is recommended for the Transportation Trust Fu@81$3 million for non-transportation projects ar8t® million for projects to be financed
by the Twenty-First Century Fund. Of the $131.3lioml, $90.4 million is General Obligation Bond Auwtfization, $29.6 million is General
Fund Appropriation for pay-as-you-go projects, $#iflion is recommended in reversion and reprogramgnfunds, and $5.9 million is
recommended in deauthorization of general obligationds.

For Fiscal Year 1999, the Governor's Recommendeti Bod Capital Improvements Act totals $415.0 omilliOf this amount, $156.3 millic

is recommended for State capital projects, $121llomfor transportation projects, $104.0 millidor the Infrastructure Investment Plan, and
$33.0 million for the Twenty-First Century Fund. tbeé $156.3 million recommended for State capitajazts, $99.3 million is General
Obligation Bond Authorization, $55.7 million is Ganal Fund appropriations for pay-as-you-go projemtsl $1.3 million is recommended for
other funds.

Bond Ratings. State of Delaware general obligatimorals are rated as follows: Standard & Poor'sngatBervices, AA+; and Moody



Investors Service, Inc., Aal.
Florida Risk Factors

Population. Historically, population growth has beecrucial driving force for Florida's economyh#ts accounted for the state's tendency to
outperform the U.S. economy in terms of job creatad total income growth. Between 1980 and 19fifjda added almost 3.2 million
persons, more than any other state except Caliofrtiie state's population has accelerated sindesta year 1990-91 recession, sparked by
improving economies. From 1996-97, Florida rankadth among the fifty states with an estimated patmn of 14.63 million. By 1999,
Florida's population is expected to average 15.1l&m Florida's attraction, as both a growth aetirement state, has kept net migration
fairly steady. Net migration reached a peak of @29,in FY 1993-94. It remained close to this peakY 1994-95 and FY 1995-96. In FY
1996-97, net migration is estimated to have reaeheew peak of 253,000. In FY 1997-98, it is expddb decline to 242,000. Yet, Florida
continues to be the fastest growing of the eleaegeist states. In addition to attracting senidzenits to Florida as a place for retirement, the
State is also recognized as attracting a signifinamber of working age individuals. Since 198%, pnime working age population

(18-44) has grown at an average annual rate of ZT2f share of Florida's total working age popalaii18-59) to total State population is
approximately 54%. This share is not expected tmgk appreciably into the twenty-first century.

Income. The State's personal income has been gyastiongly the last several years and has geneyatfyerformed both the United States as
a whole and the southeast in particular, accorttirte U.S. Department of Commerce and the Fld@idasensus Economic Estimating
Conference. This is due to the fact that Florigajsulation has been growing at a very strong padesince the early 1970s, the State's
economy has diversified so as to provide a broadenomic base. As a result, Florida's real pertaggarsonal income has tracked closely
with the national average and has tracked abovedhtheast. Florida's personal income growth i®etgal to exceed that for the United St

in both FY 1997-98 and 1998-99. Real personal irearfl increase 3.6% in FY 1998-99, slower than 5% increase expected for FY
1997-98, and only a little faster than the 3.2%ease of FY 1996-97. Florida had a per capita pelsacome of $24,226 in 1996 and the
United States had $24,426. Real per capita incoithelaw to a 1.8% growth rate in FY 1998-99 froni% in FY 1997-98.

Because Florida has a proportionately greateeregint age population, property income (dividenatgréest and rent) and transfer payments
(Social Security and pension benefits, among atharces of income) are relatively more importanirses of income. For example, Florida's
total wages and salaries and other labor incomi®e6-97 was 54.2% of total personal income, whigrlar figure for the nation was
62.4%. Property income accounted for 25.6% of oémbonal income in Florida in 1996-97 and tranpéments made up 18.7%. Property
income and transfer payments for the U.S. were%&fd 16.4%, respectively. Transfer payments guiedily less sensitive to the business
cycle than employment income and, therefore, astasilizing forces in weak economic periods.

Employment. Historically, Florida's economy haspauformed the nation's, a relationship that is etgubto continue. Florida has typically
created jobs 50% faster than the national ratetriboting to the State's rapid rate of growth inpfmyment and income is international trade.
Changes to its economy have also contributed t&thte's strong performance. The State is nowdiegsndent on employment from
construction, construction related manufacturimgl sesource based manufacturing, which have dethse proportion of total State
employment. In recent years, the State's servic®isemployment has accounted for approximately 85%tal nonfarm employment. Whil
the southeast and the nation have a greater propa@t manufacturing jobs, which tend to pay higheges, service jobs tend to be less
sensitive to swings in the business cycle. TheeStas a concentration of manufacturing jobs in-égih and high value-added sectors, such
as electrical and electronic equipment, as wefiraging and publishing. Manufacturing employmenfarecast to decline slightly in FY
1997-98 and FY 1998-99.

As the State's economic growth has slowed fromrsious highs, its unemployment rate has trackedeathe national average. More
recently, Florida's unemployment rate has beenvbtie national average. The State's unemploymémivas 4.8% in November 1996 and
4.6% in November 1997. The national unemploymetetwas 5.4% in 1996 and 4.6% as of November 1997.

The State's economy is expected to decelerate alithghe nation, but is expected to outperformrhéon as a whole. Florida ranked third
nationally and created more than 217,000 new jolos fo the end of 1997. Total non-farm employmienflorida is expected to increase
3.9% in 1997-98 and 2.6% in 1998 In comparison, the U.S. growth rate peaketiénfitst quarter of 1997 at an annual rate of 3tfrchas
slowly declined and is estimated to average 1.3%Y)y1998-99.

The strongest areas in job growth in Florida indlsyear 1997-98 and 1998-99 are expected to beririces and a combination of retail and
wholesale trade. Services are forecast to leaddbromy, growing 4.7% (105,400 jobs) in fiscal y&@97-98, and accounting for about 50%
of total new jobs in that year. Services are thglsilargest source of employment in Florida, mgkip about a third of the total in fiscal year
1997-98.

Wholesale and retail trade is projected to incr&6o in fiscal year 1997-98 (59,700 new jobs),chiparallels general economic growth.
This sector is the second largest, with about 25%8l gobs in the state, and is anticipated to éase 2.3% (39,100 jobs) in fiscal year 1998-
99. Construction job growth is expected to decfinoen 12% (42,000 jobs) in FY 1997-98 to 1.5% (5,68is) in FY 1998-99 because of a
slowing economy. Manufacturing will continue towuggle with the effects of international competition

Tourism. Tourism is one of Florida's most importaatustries. Approximately 41.8 million touristssited the State in 1995. In terms of
business activities and State tax revenues, teurigtlorida effectively represented additionaidents, spending their dollars predominantly
at eating and drinking establishments, hotels aattls, and amusement and recreation parks. The'Statrrist industry over the years has
become more sophisticated, attracting visitors-round and, to a degree, reducing its seasonaljtyh8 end of fiscal year 19-98, 43.8



million domestic and international tourists are @xted to have visited the State. In 1888-tourist arrival should reach a high of 45.6lionil,
representing 4.1% growth from 1997-98.

Revenues and Expenses. Estimated fiscal year 18%efieral Revenue plus Working Capital and Budtgization funds available to the
State total $18,150.9 million. Of the total GendRakvenue plus Working Capital and Budget Stabilizetunds available to the State,
$16,598.5 million of that is Estimated Revenuesth/ffective General Revenues plus Working Cajpitald appropriations at $17,201.7
million, unencumbered reserves at the end of 199@r8 estimated at $949.2 million with $263.2 miiliof this amount from the Working
Capital Fund. Estimated fiscal year 1998-99 GerlRealenue plus Working Capital and Budget Stabilizafunds available total $18,546.1
million, a 2.2% increase over 1997-98. The $17 808illion in Estimated Revenues represents an asgef 4.9% over the previous year's
Estimated Revenues. Total estimated appropriatiottee combined General Revenue and Working Capitald for 1998-99 are $17,672.4
million, a 5.7% increase from 1997-98.

In fiscal year 1998-99, approximately 71% of that&t $17,672.4 million General revenue will comoerf sales tax collections. Corporate
income tax, intangible personal property tax ancebage tax will account for 8%, 4% and 3%, respetyj of total General Revenue Funds
available during fiscal 1998-99. In that same yeapenditures for education, human services amdgirai justice and corrections will amount
to approximately 53%, 24% and 16%, respectivelyot#l expenditures from the General Revenue Fund.

The State's sales and use tax (6%) currently atedonthe State's single largest source of tagipgs. Slightly less than 10% of the State's
sales and use tax is designated for local govertsraa is distributed to the respective countiesgtiich collected for use by the counties,
the municipalities therein. In addition to thistdisution, local governments may assess (by rethrsr) a 0.5% or a 1.0% discretionary sales
surtax within their county. Proceeds from this lamation sales tax are earmarked for funding lacfbhstructure programs and acquiring land
for public recreation or conservation or protectidmatural resources as provided under applicéldeda law. Certain charter counties have
other additional taxing powers, and non-consolid&®unties with a population in excess of 800,0@¥ fevy a local option sales tax to fund
indigent health care. It alone cannot exceed 0.68aehen combined with the infrastructure surtaxynod exceed 1.0%. For the fiscal year
ending June 30, 1999, sales and use tax receiasi¢ese of the tax on gasoline and special fuais)expected to total $12.5 billion, an
increase of 6.5% over fiscal year 1997-98.

The second largest source of State tax receiph® itax on motor fuels. However, these revenueslatest entirely dedicated trust funds for
specific purposes and are not included in the St&eneral Revenue Fund.

The state's second largest funding source for el Revenue Fund is the corporate income tdxeéeipts of the corporate income tax
are credited to the General Revenue Fund. Foiighalfyear ending June 30, 1999, receipts fromsthisce are estimated to be $1.4 billion,
an increase of 1.5% from fiscal year 1997-98.

The State imposes an alcoholic beverage wholesalg@kcise tax) on beer, wine and liquor. Thisisasne of the State's major tax sources,
with revenues estimated at $463.9 million in fisgeér ending June 30, 1999. Alcoholic beveragedaripts are expected to increase 1.7%
from the previous year's total. This tax generagésof the State's total General Revenue and thentms collected from this tax are deposited
into the State's General Revenue Fund.

The State imposes a documentary stamp tax on @eedsther documents relating to realty, corporatees, bonds, certificates of
indebtedness, promissory notes, wage assignmetht®tail charge accounts. The documentary stampabections are expected to total
$935 million during fiscal year 1998-99, a 3.8%rgase from the previous fiscal year. Of this amo®847.7 million is to be deposited to the
General Revenue Fund.

The State imposes a gross receipts tax on eleciaral and manufactured gas and telecommunicasiervices. All gross receipts utilities
tax collections are credited to the State's Pubdiacation Capital Outlay and Debt Service Trustd=un fiscal year 1998-99, this tax is
estimated at $642.9 million, an increase of 5% éhercurrent fiscal year.

The State imposes an intangible personal propaxtph stocks, bonds, including bonds secured b lie Florida real property, notes,
governmental leaseholds and certain other intaegibbt secured by a lien on Florida real propdityg annual rate of tax is 2 mils. The State
also imposes a non-recurring 2 mil tax on mortgagesother obligations secured by liens on Florada property. The intangible personal
property tax provides 4% of the revenues for thaesa revenue Fund as well as funding the countgmee sharing program. In fiscal year
1998-99, total intangible personal property taxemtlons are estimated at $1.1 billion, a 2.3% ease from the prior year in which growth
was 15.1%. Of the tax proceeds, $678.4 million bdldistributed to the General Revenue Fund.

The State began its own lottery in 1988. Staterkequires that lottery revenues be distributed 50t@%e public in prizes, 38.0% for use in
enhancing education, and the balance, 12.0%, &isad administering the lottery. Fiscal year 19%4lottery ticket sales totaled $2.3 billion,
providing education with approximately $874 millidn fiscal year 1998-99, sales are estimated @32million with $785 million available
for education enhancements.

Debt-Balanced Budget Requirement. As of June 396 1he state's net outstanding debt totaled $8i6nb Approximately 67% is full faith
and credit bonds while the remaining 33% is conggrisf revenue bonds pledging a specific tax ormageThe Governor's Recommended
Budget for fiscal year 1997-98 includes six boraliess totaling $1.38 billion for construction of sols, roads, bridges, and prisons, and the
purchase of environmentally sensitive lar



The State Constitution and statutes mandate teabthite budget, as a whole, and each separatevitind the State budget, be kept in
balance from currently available revenues eaclafigear. If the Governor or Comptroller believeddicit will occur in any State fund, by
statute, he must certify his opinion to the Admiicisve Commission, which then is authorized touaalall State agency budgets and releases
by a sufficient amount to prevent a deficit in dagd. Additionally, the State Constitution prohgissuance of State obligations to fund State
operations.

Litigation. Currently under litigation are seveisdues relating to State actions or State taxegtitaat risk substantial amounts of General
Revenue Fund monies. Accordingly, there is no asmr that any of such matters, individually orhie aggregate, will not have a material
adverse affect on the State's financial position.

The State of Florida and the tobacco industryesl lawsuit on August 25, 1997, in which the staigght to recover the costs associated
with tobacco usage by Florida residents. The seéte provided for $750 million in payments to th&te on or before September 15, 1997,
then annual payments beginning September 15, 1888will accumulate to about $10.5 billion overygfars. The estimated payment for FY
1998-99 is $220 million.

Ratings. The State maintains a bond rating of A¢2; and AA from Moody's Investors Service, Stand&r&oor's and Fitch, respectively,
on the all of its general obligation bonds. Whilege ratings and some of the information preseatiedle indicate that the State is in
satisfactory economic health, there can be no assarthat there will not be a decline in econorpitditions or that particular Florida Bonds
purchased by the fund will not be adversely affédtg any such changes.

The sources for the information presented abovedecofficial statements and financial statemefthe State of Florida. While the Sponsor
has not independently verified this informatiorhats no reason to believe that the informatiorotscorrect in all material respects.

Georgia Risk Factors

The following brief summary regarding the econoryseorgia is based upon information drawn from pifplavailable sources and is
included for purposes of providing information abganeral economic conditions that may or may fiectissuers of the Georgia
obligations. The Sponsor has not independentlyfigdrany of the information contained in such pcailyliavailable documents.

Economic Outlook. Georgia's recovery from the eooicarecession of the early 1990's has been steadljsébetter than regional trends. The
nation's economy expanded by 3.4% in 1997, whilerGia's economy increased by 3.6%, slightly abbeepredicted gain of 3.3% but bel:
its 4.4% growth in 1996.

The 1998 forecast anticipates that Georgia's read&State Product (inflation adjusted) will inaedy 3.1%, significantly less than in 1997,
but higher than the expected rate of growth innéibonal Gross Domestic Product (2.3%). While thisovery does not meet the explosive
patterns set in past cycles, recent data reveb3bargia ranks among the top six states in themat employment and total population
growth.

The State's inflation-adjusted personal incomejeeted to expand by 3.5%, compared with the 188i¢ase of 4.1%. Higher employment
will be the most important factor in 1998 incoméngabut a tight labor market will ensure that wage salary increases also will contribute
substantially to income growth. This reverses thepn of the first five years of the current exgian, when wages and salaries lagged be
increases in the number of jobs, causing persarahie to rise less rapidly than expected. Georglase-average gain in personal income,
at a rate even higher than the State's above-aveasg of population growth, will help lessen tlimidishing gap between the State's per
capita personal income and that of the nation.

Total employment in Georgia rose by 4.2% in 19%lde the U.S. gain, mainly due to activity relatedDlympic preparations. Employment
dipped slightly in the six months after the Olymgames but has continued its upward trend throbglbéginning of 1998. In 1997, the
State's nonagricultural employment expanded by 1c@¥tpared with the 3.7% gain in 1996. In contriet,national rate of employment
growth in 1996 and 1997 were 2% and 2.2% respdygtiidairing 1997, the State's total employment ageda3.620 million, up from 3.537
million in 1996. Preliminary figures for March 198&licate that employment reached 3.704 million graivth is expected to reflect a 2.1%
gain, or 76,300 new jobs for the year.

Although prospects are best for services, the T@®ok for the other sectors of the Georgia econwaries. Growth in the transportation,
communications and public utilities sector will cerftom cyclical gains, the stimulative effects efegulation and the opening of new
markets by technological advances. Wholesale aad teade will see above-average growth, and faeainsurance and real estate will
expand moderately. Slow growth is forecast for nfiacturing and government, and activity in constiarceind mining will decline
moderately.

The 1996 and 1997 annual average unemployment(radeseasonally adjusted) for Georgia were 4.6#48%, respectively, as compared
to the national unemployment rates of 5.4% and 4ré&pectively. Georgia's unemployment rate hasedsed every year since 1992 and has
averaged 4.0% during the first three months of 1998

Because labor markets will remain stable, wagesiarexpected to climb faster in Georgia than erhtion as a whole. Georgia's per capita
personal income (adjusted for price changes) clihiiye4.5% to $24,061 in 1997, compared to the Sri%ease in 1996. Among the stal



Georgia currently ranks twenty-fifth in the nationper capita personal income and third amonguledve states of the Southeast region. The
national average increase in per capita personahie was 4.8% during 1997, up from 4.6% in 1996.

The State's annual rate of population growth ipidig slightly-from 2.1% in 1996, to 2% in 1997, to 1.9% in 19G@&orgia's total populatic
however, will continue to grow faster than anyestatitside of the Rocky Mountain region, at almesté the national rate of about 1%
annually. The State's population has risen by 15éfge 1990, more than twice the rate of the nad®a whole. The Census Bureau estin
that in July 1997 Georgia's population reached mi#on and will exceed 7.7 million by the end 1998, a gain of 144,000 over the previ
year.

Revenues and Expenditures. Excluding net proceedsthe Georgia Lottery and revenues from the ledigCare Trust Fund, net collections
received by the Georgia Department of Revenue gre®:5% in Fiscal Year 1997, slightly lower thae tiredicted rate of 6.1%. Revenue
collections are projected to increase by 5.1% gt&li1998. This rate of growth reflects cyclicaihgaan expected loss from the gradual
elimination of the State's sales tax on food, andx@ected boost from changes in the federal dagatas tax. Total revenue collections in
Fiscal 1999 are expected to rise by 4.8%.

Receipts in Fiscal Year 1997 (ended June 30, 1@2iched $10.521 billion, an increase of $580.8onilbr 5.8% over Fiscal 1996. The top
revenue producer was the personal income tax,. @t $aillion or 45.1% of total revenue. This taxisme increased 11.7% over Fiscal 1996.
The sales and use tax was the second largest satife&079 billion or 38.8% of total receipts. &ahnd use tax collections were up 2.6% in
Fiscal 1997. These two taxes, income and saleg, &aecounted for roughly 85% of total revenues sirf8#9. Corporate income tax accour
for 7.1% of total collections or $750.0 million, @®% over Fiscal Year 1996 receipts. The nextlawgest revenue producers were motor
fuel taxes at 3.7% or $389.7 million (down 1.9%nfr&iscal 1996) and motor vehicle taxes at 1.9%202%L million (down 2.9%).

Two ongoing legislative measures were of signifeefor Fiscal Year 1997. First, Georgia's four caiés tax on eligible food and beverage
was reduced by half beginning October 1, 1996 aasl ieduced by an additional one cent on Octob®997. The final one cent will be
eliminated on October 1, 1998 (House Bill 265).@w®t; in 1995, the Georgia Department of Revenueisshe first of four, equal yearly
refund checks to eligible federal and military met¢is pursuant to House Bill 90. House Bill 3 regdithe Department of Revenue, in October
1996, to issue refunds to a second category abldigetirees.

Expenditures and appropriations for State fund$-fscal Year 1997 totaled $11.793 billion, a 7.4%réase over Fiscal 1996 appropriations.
Of these appropriations, 55.8% was used for edutati0.4% for human resources, and 11.2% for Métiftamding. The State's funds surp
reached $216.4 million at the end of Fiscal 19®misined with the lottery surplus and other addélmevenues, Georgia's total surplus for
Fiscal 1997 was $493.9 million.

Though March 1998, the Georgia Department of Reedras collected $8.124 billion, up $456.0 milliorenthe same period in Fiscal 1997.
The largest increases occurred in the estate @xhanindividual income tax, up 17.2% and 9.2%peesively. The motor vehicle tax,
however, is down 11.1% for this period comparethtoprevious year. Estimated total revenue fordfi¥ear 1998 $11.778 billion, and
appropriations totaling $11.772 billion are recormehed by the Governor for expenditure, a 0.2% deeré@m Fiscal 1997 expenditures.

Constitutional Considerations. The Georgia Contstitupermits the issuance by the State of gendidgation debt and of certain guaranteed
revenue debt. The State may incur guaranteed revésiot by guaranteeing the payment of certain tevebligations issued by an
instrumentality of the State. The Georgia Constituprohibits the incurring of any general obligatidebt or guaranteed revenue debt if the
highest aggregate annual debt service requirernetiié then current year or any subsequent fiseal for outstanding general obligation
debt and guaranteed revenue debt, including theogeal debt, exceed 10% of the total revenue recégss refunds, of the State treasury in
the fiscal year immediately preceding the year Imclv any such debt is to be incurred.

The Georgia Constitution also permits the Statadar public debt to supply a temporary deficitle State treasury in any fiscal year crei

by a delay in collecting the taxes of that yearctsdebt must not exceed, in the aggregate, 5%edfotlal revenue receipts, less refunds, of the
State treasury in the fiscal year immediately pdétgthe year in which such debt is incurred. Tabtdncurred must be repaid on or before
the last day of the fiscal year in which it is ®ihcurred out of the taxes levied for that fisgadr. No such debt may be incurred in any fiscal
year if there is then outstanding unpaid debt femy previous fiscal year which was incurred to $ypptemporary deficit in the Sta

treasury. No such short-term debt has been incumddr this provision since the inception of thastdutional authority referred to in this
paragraph.

Virtually all of the issues of long-term debt oldigpns issued by or on behalf of the State of Gaaagd counties, municipalities and other
political subdivisions and public authorities thefrare required by law to be validated and confirimea judicial proceeding prior to issuar
The legal effect of an approved validation in Géig to render incontestable the validity of tleetment bond issue and the security there

As of October 31, 1996, Georgia had authorized tgjgregate general obligation debt of $7,995,92M,M the amended fiscal year 1996
1997 appropriations, $495,450,000 in general obbgalebt was authorized. For fiscal year 1998 Glogernor recommended $508,800,000
in bonds, the proceeds of which are to be useddous planned capital projects of the Statedéigartment and agencies. Total direct
obligations issued for fiscal years ended Junel 805 through June 30, 1997 is $8,189,495,000. Geebas no direct obligations authorized
but unissued during that period.

Georgia's total outstanding debt as of Octobell996 is $4,727,630,000. Georgia's aggregate figal debt service on all outstanding ba
as of October 31, 1996 is approximately $7.15dll



Bond Ratings. Currently, Moody's Investors Servine, rates State of Georgia general obligationdsofaa; Standard & Poor's Ratings
Services rates such bonds AAA (upgraded from AA8ualy 29, 1997); and Fitch IBCA, Inc. (formerly kmo as Fitch Investors Service,
L.P.) rates such bonds as AAA.

Legal Proceedings. Georgia is involved in certagal proceedings that, if decided against the Stadg require the State to make significant
future expenditures or may substantially impairerawes. An adverse final decision could materidiigca the State's governmental operations
and, consequently, its ability to pay debt serginéts obligations.

Hawaii Risk Factors

The following discussion regarding constitutionalitations and the economy of the State of Havgincluded for the purpose of providing
general information that may or may not affect é&swof the Bonds in Hawaii.

Hawaii was admitted to the Union on August 21, 185%he 50th state and is currently the 41st mastilpus state. Hawaii's population was
1,115,274 in 1990, as reported by the Census. Aoupto the Census, about 75% of this populatieaslion Oahu, the site of the State's
capital. Hawaii's population contains great etltii@rsity, consisting of immigrants from the FaisEand Europe, as well as the mainland
u.s.

The Hawaiian economy is based primarily on toungith most employment located in the service andirgtade sectors and with tourists
paying a large portion of the General Excise Tak thie Transient Accommodation Tax. In 1998, Havgadintering its eighth year of a nearly
flat economy. Since 1990, 12,000 construction judge been lost, six plantations have closed, bss@®eare failing, and the tax base is flat.
Prior to 1990, Hawaii's economy flourished. Durihg last seven years, investment-driven growthchase to a stop. Hawaii is restructuring
its economy by trying to become more productive.

To restructure the economy and improve productivitg Governor created the Economic Revitalizaliask Force. It proposes to double the
state's commitment to marketing Hawaii's tourigiuistry by earmarking three percent of the hotehréax. That comes to about $60 millio
year. Other major changes to the tax system aoepatgposed. The income tax is expected to be redieceompete with other states. 1
excise tax is to be reduced to lower costs forrmssies in Hawaii. The combined effect of thesermasendations would have resulted in a
20% reduction in general fund revenues. To repllaiserevenue, it is recommended that the grossexeix be increased to enable Hawaii to
export about 25% of the general excise tax burderh-residents. This tax package has been caticiz

The state budget is expected to have a shortf&280 million in Fiscal Year 1998 and $240 millionFiscal Year 1999.

The state's nonagricultural wage and salary jobsrainly composed of jobs in the service-produdiayistry. Total nonagricultural
employment in 1997 was 531,850. Approximately 49Q,&as in the service industry. Most jobs are foumettail trade, services, and
government.

The unemployment rate in the state of Hawaii w88%bas of May 1998, significantly higher than théavzal rate of 4.2%.

The State's per capita personal income was $24n58895, higher than the 1995 U.S. figure of $28,2lhe per capita personal income in
State increased 2.4% in 1995, much lower than 1B% $ate for the nation; yet, Hawaii's per capiaspnal income is 6% higher than the |
and Hawaii ranked ninth in the nation in 1995. Hilwéotal personal income in 1995 was $29,184iamllup 3.1% from $28,304 for 1994.

In four of the last six years, the State spent ntioge it collected in revenues, increasing the sam responsibilities of State government to
unprecedented and unsustainable levels, resulttitftei worst fiscal crisis in Hawaii's history. Gsageneral fund tax revenues were estimated
to increase by $60.1 million or 2.2% during fisgahr 1996 and by $97.4 million or 3.5% during flsgear 1997. With spending constraint
effect during fiscal year 1996, a balance of $68illion was projected by June 30, 1996. Continu@wew of the State's overall financial
outlook is required.

Currently, Moody's Investors Service rates Hawarigyal obligation bonds "Al1" and Standard & Po@tss Hawaii general obligation bonds
"A+." Although these ratings indicate that the stat Hawaii is in relatively good economic heattiere can, of course, be no assurance that
this will continue or that particular bond issueaynmot be adversely affected by changes in stdtecal economic conditions. Also, it should
be noted that the creditworthiness of obligati@ssied by local Hawaii issuers may be unrelatetddateditworthiness of obligations issued
by the state of Hawaii, and that there is no oliligeon the part of the State to make payment ch socal obligations in the event of default.

The foregoing information constitutes only a bsammary of some of the general factors which mayairh certain issuers of Bonds and ¢
not purport to be a complete or exhaustive desoripf all adverse conditions to which the issusrsbligations held by the Hawaii Trust are
subject. Additionally, many factors including natéd economic, social and environmental policies @mttitions, which are not within the
control of the issuers of the Bonds, could affeatauld have an adverse impact on the financiatlitmm of the State and various agencies
and political subdivisions located in the Statee Bponsor is unable to predict whether or to wktgrg such factors or other factors may
affect the issuers of the Bonds, the market vatuaarketability of the Bonds or the ability of thespective issuers of the Bonds acquired by
the Hawaii Trust to pay interest on or principaltba Bonds.

Kansas Risk Factors



The Kansas economy did better than expected in &€88ipared to 1996. Kansas employment growth coatiia push the unemployment
rate lower in 1997. Average monthly employment fielm 60,000 in 1996 to 50,588 in 1997. Likewidee average unemployment rate fell
slightly from 4.5% in 1996 to 3.7% in 1997.

For the third straight year and only the fourthdim the past 16 years, employment growth in thelgandustry exceeded that of the services
industry. Employment in the goods-producing industcreased at a 4.9% rate compared to 1.9% foseéhéce-producing industry.

Overall, manufacturing employment increased by 4i2%097. This increase was led by strong growthiiaraft manufacturing. Mining
employment increased by 2.5%. The constructiondgtrgtemployed 4,400 more in 1997 than a year eadi@&.8% increase. Strong economic
growth and low interest rates stimulated additidralsing starts and commercial construction. Emplayt in wholesale and retail trade
increased employment by 6,000 (2.0%) in 1997. Emeises industry, typically the fastest growingustty in Kansas, grew only 2.5% in
1997. Much of the slowdown may be attributable tokers gravitating toward higher paying aircraftrafacturing jobs as they become
available.

In 1997, farm employment fell 8.0%. Although in hgears employment in farming has fallen, in thetplree years, it has increased. In
1996, farm employment increased by 2.1%.

Overall growth in personal income was bolstere@ ltgrge increase in other labor income. This cbuted to the accelerated growth of
Kansas personal income in 1997. The total growtth sbpersonal income in Kansas accelerated fromin6#896 to 6.5% in 1997. Kansas
was higher than the U.S. average personal incometlyrrate of 5.6% in 1997, but ranked sixth outha seven Plains states in terms of
personal income growth.

In 1998, the slower pace of the national economaasion will tend to dampen the growth rate ofKlamsas economy. However, the state's
growth rate will be buoyed by continued strengthiicraft manufacturing, trade, and services. Kamsasonal income is forecast to grow
5.3% in 1998.

To ensure appropriate balances, the 1990 Kansiztalkege enacted legislation that established mimnending balances for the State Ger
Fund. The act established targeted year-end Stter@l Fund balances as a percentage of stateditypen for the forthcoming fiscal year.
This act phased in over several years and nownegjan ending balance of at least 7.5% of expemditand demand transfers. The act
provides that the Governor's budget recommendatinddegislative-approved budget must adhere tbdtence targets.

Fiscal year 1997 began with a balance in the GéRerad of $379.2 million. Actual revenue for fisgadar 1997 was $3,683.8 million, an
increase of 6.8% from the prior fiscal year. Tetgpenditures were $3,538.1 million, with an inceemsproperty tax relief of 0.3% and for all
other expenditures, an increase of 2.5%. The erthience in the General Fund at the end of fiseat 1997 was $527.8 million.

The fiscal year 1998 budget included all fundingrses of $7.99 billion. The Governor's revised regendations for fiscal year 1998 total
$8.15 billion from all funding sources, mainly digeincreased federal funds. The largest singlecgoaf fiscal year 1998 receipts is the State
General Fund, with 48.1% of the total receiptsiristed receipts to the State General Fund for Ifigear 1998 are $3,940.3 million as
developed by the Consensus Revenue Estimating Ghodigidual income taxes account for the largesirse of State General Fund revenue,
totaling $1.645 billion (41.8%) in fiscal year 19%he next largest category, sales and use taxpsojected to generate $1.5 billion (38.1%)
for the State General Fund during fiscal year 1¥8te General Fund expenditure recommendatiorfsstal year 1998 are $3.84 billion, an
increase of 8.5%. The Governor recommends thab$billion, or 56.0% of State General Fund expenés be used for aid to local units of
government.

The Governor's recommendations for receipts andrekipures will provide an ending balance of $538ilion or 15.5% of expenditures and
demand transfers in fiscal year 1998. The largariza at the end of fiscal year 1998 contains $80l#n of the one-time $66.6 million
corporate tax payment to pay, in fiscal year 1988acceleration of the income tax rate equaligvisions previously approved by the 1997
Legislature.

For fiscal year 1998, the budget recommendatioodyare receipts in excess of expenditures of $67libmafter the transfer out of $35.7
million to the Budget Stabilization Fund for onax expenditures to be made in fiscal year 1999.

For fiscal year 1999, the Governor recommends géufdom all funding sources of $8.55 billion, wilState General Fund recommendation
of expenditures of $4.08 billion. Of this total,.2% is for the operation of state agencies; 57.6be distributed to local governments;
12.6% will go toward provision of assistance, gsaand benefits to Kansas citizens; and 2.4% wilied for capital improvements. The
budget provides $148.3 million from the State GahEund to offset property tax cuts. All fundingusces increases also include over $50.0
million from federal funds, a $34.5 million incream KPERS contributions, and $27.5 million for themprehensive Highway Program.

Total receipts of $4,017.5 million are estimatedffecal year 1999. This represents an increa$i.48.8 million, or 3.7%, when compared to
fiscal year 1998 adjusted estimates. Continued tiranthe income tax, retail sales tax, and comamg use tax account for the majority of
the increase. Revenues are expected to decred@s8%yfor fiscal year 1999 and expenditures wilk@ase by 6.4%. Expenditures exceed
receipts by $202.7 million due largely to the Gonels $178.5 million tax reduction package andeased spending for education.

The recommendations for fiscal year 1999 resudinrending balance of $392.5 million and 9.6% ddltbudgeted expenditures. Budgeting a
larger than 7.5% ending balance for fiscal year9li8hecessary to provide adequate resources tdairaan approximate 7.5% endi



balance in fiscal year 2000.

The State of Kansas finances a portion of its ahpitpenditures with various debt instruments. &fital expenditures that are debt-financed,
revenue bonds and loans from the Pooled Money tmearg Board finance most capital improvements faldings, and "master lease" and
"third-party” financing pay for most capital equipnt. The Kansas Constitution makes provision ferissuance of general obligation bonds
subject to certain restrictions; however, no bomalge been issued under this provision for manysyédm other provision of the Constitution
or state statute limits the amount of debt thatlmaissued. As of June 30, 1997, the state hadazed but unissued debt of $155,015,000.

Although the state has no General Obligation dating, it seeks an underlying rating on specifsuiés of at least "AA-" from Standard &
Poor's and "Al" from Moody's. In October 1997, $tad & Poor's assigned an issuer credit ratingAf £o Kansas. Standard & Poor's
credit rating reflects the state's credit qualityhie absence of general obligation debt. The Uyidgrratings for the most recently issued
revenue bonds were Al and AA- from Moody's andiFitespectively. The ratings for the most receistyied fixed rate bonds issued by the
Kansas Department of Transportation were "Aa" & from Moody and Standard & Poor's, respectively.

Kentucky Risk Factors

Economic Outlook. Kentucky is a modern industriate, with manufacturing accounting for about ooerfh of the Commonwealth's total
gross product. The Commonwealth has a strong iridlbtse of steel, aluminum, chemicals and machipeoduction, driven by massive
water resources, low cost electric power and eitersarge transportation. Kentucky is located wite@0 miles of two-thirds of the nation's
population. The Commonwealth is a rail center faintine services of several railroads, with serliebveen the Great Lakes gateways and
the Gulf of Mexico. In addition, Western Kentuclsydt the heart of the nation's inland waterwaysrasaiport system, standing at the
junction of the Upper and Lower Mississippi, thei®River, and the Tennes-Tombigbee navigation corridors.

The services sector is Kentucky's single largestleyer, accounting for 24.8% of all jobs and 23.8P4ll earnings in 1997. The trade sector
was stable, accounting for 23.9% of jobs and 1508%arnings. During 1997, manufacturing employnmeerd earnings remained flat, with
18.4% of total nonfarm employment (down from 18.824996) and 22.5% of earnings (down from 22.8%e Targest declines were
experienced in the apparel and textile industrigsch tend to be volatile because they are low-windastries and tend to migrate to regions
with low-cost labor. During 1997, both these indiest have relocated many of their jobs to the Qeedin.

Kentucky has led the U.S. in coal production irerdadecades and exceeds the total production btiafeven countries around the world.
Principal minerals produced in order of value aralccrushed stone, natural gas and petroleumr@therals produced in Kentucky include
sand and gravel, cement, ball clay, natural gasdgjand lime. The mining sector of the Commonwésakconomy provided only about
22,900 jobs or 1.3% of total nonfarm employmeniryd 997, compared with 44,200 jobs or 2.7% ofltotafarm employment in 1987.

Kentucky's total employment during April 1998 isiesmted at 1,860,799, compared with 1,815,155 dudipril 1997, a 2.5% increase. The
labor force grew more slowly, by 0.9%, during thene twelve-month period. Since 1987, 386,800 netjobs have been created, a 23.6%
increase. Farm employment currently accounts fpr@pmately 5.5% of all jobs in Kentucky. The stateects employment to increase 2
during 1998, 1.8% during 1999 and 1.6% during 2000.

The Commonwealth's unemployment rate for 1997 aest®.4%, down from 5.6% in 1996, while the Uni&tdtes averaged 5.4% in 1996
and 4.9% in 1997. During the first four months 888, Kentucky has averaged 4.7% unemployment,tsfitgwer than the 4.8% average for
the nation.

Kentucky's per capita personal income reached $20r61997, up from $19,773 in 1996. This gain espnts 4.0% growth, compared to the
Commonwealth's 5.0% and 4.9% gains in 1995 and,I@86ectively. The Commonwealth's per capita peis@come is currently 80.7% of
the national average ($25,598), down from 80.9%096. In 1997, Kentucky's growth rate slowed slight compared to the nation as a
whole (4.8%), but the Commonwealth moved up on&ingnto 41st among all the states in terms of pgita personal income. In terms of
total personal income, however, Kentucky rankedh 26the nation, with a 5.2% gain during 1997. Tlagional growth rate in total personal
income during 1997 was 5.7%. Total personal incom&entucky is expected to grow by 5.2% in 1998%.in 1999 and 4.2% in 2000.

The U.S. Census Bureau reports that Kentucky'slptipn was recorded at 3,686,892 during the 199@sG& The population is estimated to
have reached 3,908,124 during July 1997. Betwe80 a8d 1997, Kentucky's population increased atvel rate than the nation as a whole,
with gains of 6.0% and 7.6%, respectively. Betwéely 1996 and July 1997, the Commonwealth's pojoularew by 26,053 people, a 0.7%
increase. Net in-migration accounted for approxatya80.9% of the Commonwealth's growth in 1997, ddwm 32.7% in 1996.

Revenues and Expenditures. The total General Fevehues for Fiscal Year 1997 (ended June 30, 1886/ $5.664 billion, $107 million
more than the official estimate. General Fund reesrincreased by 6.1% or $327 million over FisozhiY1996 revenues. Receipts increased
during Fiscal 1997 in spite of the effects of tlkeraption of pension income from the individual ine®tax and the exemption for certain
beneficiaries from the inheritance tax, both of ebhivere passed during the 1995 Extraordinary Sesdithe General Assembly.

Sales and use tax receipts continued to perforrduehg Fiscal Year 1997, although at a slowemghorate than in Fiscal 1996. Receipts in
this category totaled 35% of all General Fund reesnor $1.784 billion, increasing by 5.5% over &id®996. During Fiscal Year 1996, sales
and use tax revenues grew by 6.2%, and this tarVveraged growth in excess of 5.3% for the pastyars. Receipts from the individual
income tax (41% of total General Fund revenuesydng 6.3% to $2.205 billion in Fiscal 1997, comphte 5.6% growth during Fiscal 19¢



Corporate income tax receipts improved by 2.8% 28®nillion) during Fiscal 1997, after falling 164bin Fiscal 1996. Property taxes and
lottery receipts also experienced small gains duFiscal 1997, with 1.4% and 2.7% growth, respetyivCollections in these two categories
totaled $414.9 million and $151 million, respeclyve

Growth in Kentucky's Road Fund has been fairly &xiant for the past several years. During FiscarYl®97, receipts in the Road Fund g
by 2.2% or $20.3 million to $939.9 million. The rogfy of this Fund is composed of the motor fuels &t $390.7 million (3.3% growth) and
the motor vehicle usage and rental tax at $341l&mi4.2% growth).

Appropriations and expenditures from the Generaldrduring Fiscal Year 1997 totaled $5.649 billiar§.9% increase over Fiscal 1996. Of
these appropriations, $2.607 billion or 46.2% waens on education and humanities, $1.332 billioB26% on general government and
$1.044 billion or 18.5% on human resources. Appatipms from all fund sources, however, were disited as follows: 21.5% and 14.9%
education and higher education, respectively, 19d9%edicaid, 10.3% for transportation, 9.6% famtan services and 2.8% for capital
construction.

The Kentucky Auditor of Public Accounts has pubdidithe following adjusted revenue estimate for &i¥ears 1998-2000. General Fund
revenues are expected to reach $5.894 billionsndfil998, up 4.1%; $6.169 billion in Fiscal 1999,4.7%; and $6.470 billion in Fiscal
2000, up 4.9%. General Fund expenditures duringanee years are expected to total: $6.064 billidRiscal 1998, up 7.3%; $6.162 billior
Fiscal 1999, up 1.6%; and $6.458 billion in Fis2@00, up 4.8%. For the first eleven months of Ri¥&ar 1998, General Fund receipts
totaled $5.400 billion. Of this amount, sales amasg receipts tax revenues are $1.975 billion,.8f05income tax revenues are $2.400
billion, up 10.7%; and property tax revenues aredbdiillion, down 11.9%.

The State Road Fund revenues are up 5.4% for the pariod, at $914.0 million. Debt Management. Keatucky Constitution requires
voter approval by general referendum prior to #smiédnce of general obligation bonds in amountseshieg $500,000. Kentucky has not
issued general obligation bonds since 1966. Borith§& Because it currently has no general obligadiebt outstanding, the Commonwealth
of Kentucky is not rated by Moody's Investors Seeyiinc. and Fitch IBCA, Inc. (formerly known agdf Investors Service, L.P.). Standard
& Poor's Ratings Services has awarded Kentuckyngfied credit rating of AA.

Louisiana Risk Factors

Economic Outlook. Louisiana has experienced tesecutive years of employment growth and, duringl®@0s, employment has grown
faster than the national average. The State's Aamaeage employment growth during this decade3%62 while the United States has
experienced an average 1.4% increase. Louisiananmastrong years of employment growth in 1994 4885, with increases of 4.3% and
3.7%, respectively. During 1996 and 1997, howetler average rate stabilized at about 2.5%.

The State expects a boom in the oil and gas eidraahd chemical sectors to lead employment grdaitthese sectors and cause similar
expansion in related sectors, including industi@aistruction, shipbuilding, fabricated metals arathinery manufacturing. Mining sector
employment, accounting for 3.0% of total nonfarnmpé@yment, reached 56,000 during March 1998, up@®j6bs or 11% over the previous
year. As of the latest available figures (1995)is@na ranks 2nd in the nation in terms of natgeal production and primary petrochem
production and 3rd in crude oil production. Earsifiggm the mining sector increased by $287 millioming 1997, the largest gain in the
nation following Texas and California.

The services sector, led by the health sector antbting industry, provides the largest number bkjm Louisiana. Employment in services
totaled 511,000 in March 1998, up 16,000 jobs 8%3.Earnings in services increased $1.104 billionnd) 1997. Transportation and public
utilities have also contributed significantly to ployment gains. Employment in the transportatiod pnblic utilities sector increased by
2.7% to 113,000 through March 1998. Earnings fir $kector increased by $203 million during 1997 peryment growth in the wholesale
and retail trade sectors improved by 2.1% and 1@%”,000 and 340,000, respectively, during theespariod. During 1997, earnings
improved by $197 million in wholesale trade and $2fillion in retail trade.

Manufacturing employment growth was slow during 2.9& 0.5% for 191,000 jobs in March 1998. Durag@eds manufacturing experienc
6.7% growth in employment during 1997, but nondlegabanufacturing was limited to a 1.2% increasenkags in the manufacturing sector,
which accounts for 10.2% of total nonfarm employmercreased by $238 million during 1997. More nfasturing growth is expected for
the next two years, but the textile and appardbseaovill continue to be adversely affected by Hmrth American Free Trade Agreement and
the General Agreements on Tariffs and Trade.

The State's total employment during April 1998s8reated at 1,940,310, compared with 1,893,785dubipril 1997. The labor force grew
more slowly, by 1.7% from 2,019,273 to 2,053,788mythe same twelve-month period. Louisiana raméar the bottom among all states in
terms of total labor force participation, with ordlout 58% of the civilian population employed. Ttate expects employment to increase by
an additional 56,000 new jobs during 1998-99.

Although agricultural earnings dropped by $118 ianillduring 1997, agriculture and agricultural sees remains an important part of
Louisiana's economy. Employment in this sectouss ynder 1% of total employment, but (according966 figures) Louisiana ranks: 1st in
the United States in shrimp, oyster, hard blue arab crawfish production; 2nd in sugar cane andeswetato production; 3rd in rice
production; 4th in pecan production; 6th in cotpwaduction; and 15th in soybean producti



The State's unemployment rate for 1997 averageéd,&dbwn from 6.7% in 1996, while the United Staaesraged 5.4% in 1996 and 5.0% in
1997. During February 1998, unemployment in Louwigiaveraged 3.4% but then jumped to 5.5% in Aphie United States'unemployment
rate averaged 4.7% during the first four month&3#8.

Louisiana's per capita personal income reached820n 1997, up from $19,709 in 1996. This gairrespnts 4.9% growth, compared to the
State's 3.7% gain in 1996. The State's per capitsopal income is currently 80.8% of the nationarage ($25,598), up from 80.6% in 1996.
In 1997, Louisiana's growth rate was comparabtbemation as a whole (4.8%), but the State moyetthree rankings to 40th among all the
states in terms of per capita personal incomeerimg of total personal income, however, Louisiarked 25th in the nation, with a 5.2% ¢
during 1997. The national growth rate in total peed income during 1997 was 5.7%.

The U.S. Census Bureau reports that Louisiana'slatpn was recorded at 4,221,826 during the 198Gs0s. The population is estimated to
have reached 4,351,769 during July 1997. Betwe80 &8d 1997, Louisiana's population has increaskgsithan half the rate of the nation
as a whole, with gains of 3.1% and 7.6%, respdgtiBetween July 1996 and July 1997, the Statgsifadion grew by 10,951 people, a 0.
increase. Net in-migration has been negative eyeay during the 1990s, with the State losing ali®é;000 residents since April 1990 and
dropping from the 21st largest state in 1996 to2Pwed in 1997. Louisiana's population is expecteh¢rease at a much slower rate than the
nation through 2025.

Revenue and Expenditures. The Louisiana Revenum&sig Conference (the "Conference") was estabtidhy Act No. 814 of the 1987
Regular Session of the Legislature and given cutigthal status in 1990 (Article VII, Section 10the State Constitution). The Conference
was established to provide an official forecasamticipated State revenues upon which the exechtidget shall be based, to provide for a
more stable and accurate method of financial pfemand budgeting and to facilitate the adoptioa b&lanced budget as is required by
Article VII, Section 10(E) of the State Constitutidn developing the official forecast, the Confere can only consider revenues that are
projected to accrue to the State as a result of Eavd rules enacted and in effect during the fatgqoariod. The Conference is prohibited from
including revenues which would be raised by progdegislation or rules. During the 1990 Regulars8®s of the Louisiana Legislature, a
constitutional amendment was approved (Act No. 10§nting constitutional status to the existeofche Revenue Estimating Conference
without altering its structure, powers, duties @sponsibilities which are currently provided bytste.

The Conference is required to prepare and pubtigialiand revised estimates of money to be receiyethe General Fund and dedicated
funds for the current and next fiscal years whiehavailable for appropriation. All Conference dgams to adopt these estimates must be by
unanimous vote of its members who meet four tirmesially: October 15, January 1, the third MondaiMiarch and August 15. The most
recently adopted estimate of money available fpregpriation shall be the official forecast. Apprigpions by the Legislature from the
General Fund shall not exceed the official fore@asffect at the time the appropriations are made.

Fiscal Year 1997 general fund revenues totaled3¥4llion, a 1.7% or $78.696 million decrease frbiacal 1996 receipts. The Revenue
Estimating Conference had presented an officiadast of available general fund revenue of $5.488rbfor Fiscal 1997. Total receipts for
governmental fund types (general, special revedelst, service and capital projects) reached $12080dn during Fiscal 1997, a 2.0%
increase from the previous year. The largest sonfrtigese receipts was the federal governmen8%t & $4.790 billion, down 1.7% from
Fiscal 1996. Sales tax revenues amounted to 17f7&eeipts or $2.214 billion, up 0.7% over Fisc@96. Income tax revenues increased
substantially during Fiscal 1997, due mainly to istana's improving economy and the growth of peasarcome. Income taxes accountec
13.2% or $1.649 billion of these revenues, up 10ffit¥h Fiscal 1996. Additional sources of revenugtide motor vehicle fuel taxes (3.5%),
gaming taxes (3.3%), and corporate and publicytiixes (2.0%).

Total expenditures for the governmental fund tyesched $11.952 billion during Fiscal Year 1997e &xpenditures include the following:
health and welfare, $4.627 billion or 39% (down &8 Fiscal Year 1996 expenditures); education3%2 billion or 24% (up 6%); debt
service, $1.019 billion or 9% (up 58%); generalgowment, $725 million or 6% (down 0.3%); capitatlay, $642 million or 5% (down
23%); corrections, $407 million or 4% (up 19%); drahsportation and development, $245 million or @4 3%). The
unreserved/undesignated general fund ending bafanééscal Year 1997 (ended June 30, 1997) was $13illion.

The Revenue Estimating Conference's official fosech available tax revenue is $5.047 billion fisdal Year 1998. As of December 31,
1997, total Fiscal Year 1998 year-to-date tax ctibes are 2.79% above Fiscal 1997 year-to-datipex Current income tax revenues total
$520.1 million, 14.23% above the previous yearllections. The sales tax is up 2.75%, with recegt$813.2 million. Corporate income t:
motor fuels tax and severance tax collections, ewere down by 8.18%, 1.02% and 10.91%, respagtiv

Only local governmental units levy ad valorem taaepresent. Under the 1921 State Constitution7a Bills ad valorem tax was being
levied by the State until January 1, 1973, at whiitle a constitutional amendment to the 1921 Ctuigih abolished the ad valorem tax.
Under the 1974 State Constitution, a State ad @aldax of up to 5.75 mills was provided for buhég presently being levied. The property
tax is underutilized at the parish level due tmastitutional homestead exemption from the proptrtyapplicable to the first $75,000 of the
full market value of single family residences. Hatead exemptions do not apply to ad valorem prgpaxes levied by municipalities, with
the exception of the City of New Orleans. Sincalgovernments are also prohibited from levyingratividual income tax by the
Constitution, their reliance on State governmeiméseased under the existing tax structure.

Debt Management. The Louisiana Constitution of 19i¥ides that the State shall have no power, thirec indirectly, through any State
board, agency, commission or otherwise to incut deissue bonds except by law enacted by tiwms of the elected members of each he
of the legislature



LRS 39:1365(25) limits the legislative authorizatiof general obligation bonds and other generagatibns secured by the full faith and
credit of the State by prohibiting total authorizezhds from exceeding an amount equal to two tiflmegverage annual revenues of the Bond
Security and Redemption Fund for the last thremafigears prior to such authorization. The bondhanitation limitation is $13,722,258,000.
The total general obligation bonds authorized i93$2,390,000 on June 30, 1997, or 14.08% of thel lbathorization limit.

LRS 39:1402(D) limits issuance by the Louisiana&Bond Commission of general obligation bondstbepgeneral obligations secured by
the full faith and credit of the State. The higheshual debt service requirement for the curremingrsubsequent fiscal years for general
obligation debt, including the debt service on honds or other obligations that are proposed tedie by the Louisiana State Bond
Commission, may not exceed 10% of the average anenenues of the Bond Security and Redemption Fanthe last three fiscal years
completed prior to the issuance being proposed.géneral obligation debt issuance limitation is&883,000. On June 30, 1997, the highest
current or future annual general obligation debtise requirement is $266,336,000, which represgdi82% of the debt issuance limitation.

During Fiscal Year 1997, Louisiana's general obiigadebt service expenditures accounted for 5.6¥¢eneral governmental expenditures,
compared to 4.20% during Fiscal 1996. Total genasidation bond and note principal balances ore &0y 1997 are as follows: general I
term debt, $1,861,616,000 in principal (3.5-10.T#grlest rates, maturing 2017); higher educatior2381,000 in principal (% interest rate
maturing 2003); and Charity Hospital of New Orleg$ig40,000 in principal (3.6-5.0% interest rateafuring 1999).

The Omnibus Bond Authorization Act of 1996 providesthe repeal of State general obligation bontth@tzations for projects no longer
found feasible or desirable. As a result, thereewsr authorized but unissued bonds outstandingioe 30, 1997.

Bond Rating. State of Louisiana general obligabonds have been given the following ratings: SteshdaPoor's Ratings Services, A-;
Moody's Investors Service, Inc., A2 (upgraded fidaal); and Fitch IBCA, Inc. (formerly known as Fitewvestors Service, L.P.), A. There
can be no assurance that the economic conditiomharh these ratings were based will continue at garticular bond issues may not be
adversely affected by changes in economic or palitonditions.

Maine Risk Factors

Economic Outlook. The State of Maine, which inclsidearly ondialf of the total land area of the six New Englatates, has a population
approximately 1,244,000. One of Maine's greatepeiiments to faster economic growth is slow popagrowth. The population expanc
by 0.4% in 1996 and 1997, with the same annualafggowth expected through 2001.

The Maine economy continued to expand in 1997 pbpulation dynamics held the growth rate down &2through October, up from 1.7%
in 1996. National economic growth was stronger thi@ine's. If migration patterns change over thet fiew years, as expected by the Census
Bureau, combined with low unemployment rates, thand economy will show increased expansion oventh few years.

The largest industries in Maine in 1997 were sevi@d 57,600 jobs) and retail and wholesale trad8,8D0 jobs), followed by government
(92,900 jobs) and manufacturing (87,500 jobs). Maiverall employment growth was very slow in 1971.0% for the year, as compared
to 4.9% growth in 1996. During 1997, the State'sfaon employment grew by 1.4%. As measured by eympémt as a percentage of work
age population, Maine's labor participation rateesy close to the record high 69% measured in 188the peak of the eighties economic
boom.

Nonfarm employment in the State averaged 553,508 gluring 1997, up by 12,100 over 1996. Serviceeased by 6,300, largely in soc
services, business services and health servided;trade rose by 2,200; finance, insurance aatiestate increased by 1,700; and
manufacturing rose by 1,200. Employment in Maingrggected to increase by 0.5% in 1998.

Maine's unemployment rate averaged 4.6% in 199@ndoom 5.1% in 1996 and 7.4% in 1995. The nati@mployment rate for 1997 and
1996 averaged 5.0% and 5.4%, respectively. Maim&sployment rate (not seasonally adjusted) we4 éhQJanuary 1998, compared with
6.6% in January 1997. The unadjusted national ufmyent rate was 5.2% in January 1998, down frd®&®6in January 1997. The State's
unemployment rate is projected to increase to 489998 and then hold steady at about 5.0% thrQogH .

According to the Maine State Planning Office, peedoncome in Maine increased by 2.6% to an avecd@20,815 per capita in 1997, down
from 3.7% growth in 1996. The State's personalimeds expected to increase by 5.7% in 1998, andlthe! off at 5.3% for the next three
years.

Maine taxable consumer retail sales were up orly%6ZXor the first ten months of 1997 compared tosthuime period a year ago. This was a
substantial drop from 1996, when sales were up €8é6 1995. Also, unit sales of Maine homes in 1868Greased by 3.4% over the previous
year and are expected to decline again in 1998@$b ¢

Revenues and Expenditures. Maine closed Fiscal Y@@ with a $60 million surplus in general fungerues. In accordance with State law,
$14.9 million of the surplus will be transferredth® Retirement Allowance Fund to decrease thend#d liability in the State pension
system. The remainder of the surplus, $44.7 milil be placed in a Tax Relief Fund for returnMaine taxpayers. Of this amount, $16.3
million will reduce various State taxes, and $28i#lion will be available for one-time tax relief.

The State also finished the fiscal year with $17lion cash on hand. For the first time in seveange the State will not have to borr



money in anticipation of tax revenues to pay itsenses. The unanticipated revenues allowed MdiRaisly Day" Fund to increase to nearly
$50 million, the highest level in the State's higto

Fiscal Year 1997 undedicated general fund revetaiaked $1.80 billion, up from the $1.789 billiondgetary forecast. The two largest
sources of revenue were individual income tax a2%8and sales tax at 37.8%. The remaining reveragseg@nerated from corporate income
tax (4.2%), cigarette and tobacco tax (2.6%), gressipts tax (2.5%), insurance company tax (2.@tJ, other (12.7%).

Maine projects Fiscal Year 1998 general fund reesrto total $1.889 billion, up 4.7% over actuakBIsl997 revenues. For Fiscal 1998, s
tax revenue is expected to increase by 5.1%, witlvidual income tax revenue growing by 5.1%. Thgorate income tax is forecast to
grow dramatically in Fiscal 1998, increasing by3P8, from $75.6 million in Fiscal 1997 to $90.2 nuf in Fiscal 1998. In addition, on
November 1, 1997, a State law took effect whichbded the cigarette and tobacco tax, estimatedise &18.1 million and $30.8 million
general fund revenues in Fiscal Years 1998 and,lr@3pectively.

The Fiscal Year 1998 budget projects general fynpaiapriations totaling $1.830 billion. Total Fisd#198 year-to-date general fund revenues
(as of January 31, 1998) have reached $1.171mitlidl% over budget. Fiscal Year 1998 will end oneJ30, 1998.

The State operates under a biennial budget whifdrisulated in even-numbered years and presenteapfaroval to the Legislature in odd-
numbered years. The Fiscal Year 1999 budget waepted by the Governor and adopted by the legislatul 997, but is adjusted in light of
actual Fiscal 1997 receipts.

The General Fund revenue forecast for the Fisc@® Baidget is $1.933 billion. Revenues will be alrtai from the following sources: Sales
and Use Tax (39.8%), Individual Income Tax (39.2@)rporate Income Tax (4.9%), Cigarette Tax (2.3%}tery (2.1%), Alcoholic
Beverage (2.1%), Insurance Co. Tax (1.8%), Publilitigds Co. Tax (1.5%), Inheritance & Estate T@&n%), Unorganized Territory Propel
Tax (0.6%), and Other Revenues (5%). Revenues $ales tax and individual income tax are projecteii¢rease by 4.0% and 4.9%,
respectively.

For the Fiscal 1999 budget, the Governor has recemded $1.989 billion in appropriations. The fundl e allocated as follows: Education
(48.4%), Health and Human Services (30.5%), ance@tiisovernment (21.1%).

Debt Management. The Constitution of the State aird provides that the Legislature shall not createdebt which exceeds $2,000,000
except to suppress insurrection, to repel invasidior purposes of war except when two-thirds &f tiegislature and a majority of the voters
authorize the issuance of debt. The Constitutien ptovides that tax anticipation loans must baiceguring the fiscal year of issuance.
Constitutional amendments have been adopted wisohediow the Legislature to authorize the issuasfdeonds to insure payments on
revenue bonds of up to $4,800,000 for local pusticool building projects; in the amount of up tg0R®0,000 to guarantee student loans; to
insure payments on up to $1,000,000 of mortgagesléar Indian housing; to insure payments on up4®00,000 of mortgage loans or small
business loans to war veterans; and to insure patgnoa up to $90,000,000 of mortgage loans forsirial, manufacturing, fishing,
agricultural, and recreational enterprises. This éauthorization has been limited statutorily tmaimum of $87,500,000 available for issue
through the Finance Authority of Maine.

Revenue bonds are issued by the Maine Health agiteid Education Facilities Authority to finance hitals and other health care facilities.
The revenues of such facilities consist, in varyog typically material amounts, of payment froraurers and third-party reimbursement
programs, including Medicaid, Medicare and Blues3tdl'he health care industry in Maine is becomiregaasingly competitive. The
utilization of new programs and modified benefiystbhird-party reimbursement programs and the ade€atternative health care delivery
systems such as health maintenance organizatiomstzde to the increasingly competitive naturehaf health care industry. This increase in
competition could adversely impact the ability eflth care facilities in Maine to satisfy theirdmrcial obligations.

Further, health care providers are subject to egny} actions, changes in law and policy changeag@ncies that administer third-party
reimbursement programs and regulate the healthicdwstry. Any such changes could adversely imgaefinancial condition of such
facilities.

Bond Ratings. The State of Maine's general obligationds are currently rated as AA+ by Standarcb&rB Ratings Services and AA by
Fitch IBCA, Inc. (formerly known as Fitch Investd@ervice, L.P.). In May 1997, Moody's Investorsv&st, Inc. refined its rating for Maine
from Aa to Aa2.

Maryland Risk Factors

Economic Outlook. Since 1989, Maryland has consiteanked among the bottom states in job creatonployment in Maryland increas
1.1% in calendar 1996, and since late 1992, onbyiah60,000 new jobs have been created. Durin@@8€'s the weakest employment areas
were banking, federal government and manufactufdrgwth has been heavily concentrated in businedsealth services, transportation,
construction and trade.

The service sector accounts for 31.1% of total eympent in the State, but provided more than 62%h®fhew jobs during 1996. Employm
in the computer and data processing industry gnew.8% in 1996 and is expected to continue to gabe steady rate. Employment in health
services increased by 3.6% annually between 19811883 before slowing to an average annual gaih@ between 1994 and 19!



In December 1997, overall employment was estimtidthve increased by 2.2% or 48,000 new jobs dwéhendar 1997. Job growth in the
services, construction and retail trade sectord fleis expansion. Maryland's State Comptrollergrty that employment in Maryland will
increase by 1.6% in 1998 and 1.3% in 1999.

While Maryland's overall tax burden is below thé¢ioral average, the State and local personal indamé among the highest in the nation.
Economic data indicate that most jobs are creayesiall businesses, and nearly 80% of Marylandispamies are small businesses. Since
many small businesses pay the personal incoméigxer State taxes directly reduce their profiigband negatively affect business
decisions about location, expansion and creatioreof jobs.

During 1996, the State ranked 6th in the natiopencapita income, with an average per capita imcon$27,618 as compared to the national
average of $24,426. In 1997, Maryland's Generakddy enacted new laws providing for a personabrne tax reduction. According to the
State's November 1997 Comprehensive Annual FinbRejaort ("CAFR"), total personal income is expeélcte rise by 5.4%, 5.1% and 4.8%
in 1997, 1998 and 1999, respectively.

During 1995 and 1996, Maryland implemented subithrggulatory reform, eliminated or reduced tesibass taxes, and significantly
increased funding for the Sunny Day Fund and dblisiness incentive programs to improve the Sthtesgiess climate and increase
competitiveness. As a result of these actionstdta number of jobs in Maryland is at an all tiligh and unemployment remains below the
national average.

Maryland's economy has been influenced recentlgtimctural changes in the national economy: letismal defense spending and defense
subcontract work; reductions in federal employmant] corporate acquisition. Major Maryland employirgectors, such as finance,
insurance and professional service, have restredtand downsized. Due in part to defense downsemginternational competition,
realignments in manufacturing have also affected3tate's economy.

Despite these setbacks, the State's healthy consiomiidence, a solid economy and robust gainkénstock market have translated into
steady increases in consumer spending in MaryRradvn by the high per capita wealth of the areay retailers continue to enter this
market. Employment gains are expected to be mallestg the next three years, constrained in pa# tack of workers.

Revenue and Expenditures. Income and sales taxasrise over 80% of the State's general fund revefese taxes, along with
transportation revenues, make up over 55% of taeSttotal revenue. These revenue sources arly bigsitive to economic conditions. For
this reason, the State's budget is dependent dretilth of Maryland's economy.

Maryland's State Comptroller reported in the CARRt revenues totaled $13.476 billion for the fisegdr ending June 30, 1997. This figure
represents an increase of 5.9% over revenuesg$oalFYear 1996. Income tax, the largest sourcewsrue, produced 30.3% of general
governmental revenues in Fiscal 1997, compare® 892 in Fiscal 1996. Individual income tax revenimeseased 7.6% over Fiscal 1996
to continued gains in employment and personal iregand corporate income tax revenues increase@.894lin Fiscal 1997, reflecting
strong gains in total corporate profitability.

The State's total expenditures reached $13.386rbilh Fiscal 1997. This figure represents a $5@dilllon or 4.4% increase over Fiscal 19
Revenues exceeded expenditures by $90.1 milliefist positive balance since 1994. The actuadlfoalance for the State's general fund on
June 30, 1997 was $1.059 billion, an increase 88%2million over the Fiscal Year 1996 general flnatance.

Maryland's State Reserve Fund contains funds &k & protect against unexpected revenue deddinddo finance future expenses. In
addition, Maryland law establishes a target of % emeral fund revenues for its Revenue Stabilimaficcount to protect against revenue
downturns and maintain the State's bond ratingshétlose of Fiscal Year 1997, the State Reseuvel Balance was $865 million, up $54.9
million over Fiscal Year 1996.

Fiscal year 1998 represents the first full yeathefincome tax reduction enacted in 1997. ThisctaxMaryland's first in over thirty years,
will be phased-in over fiscal years 1998-2002, oiuly the State's current 5% income tax rate by d0O@&ball. The first phase of the proposed
income tax cut will reduce general fund revenue$&% million, but a proposed cigarette tax increasleadd $99 million for allocation to th
Reserve Fund to help pay for future years of gmsréduction.

Maryland's Board of Revenue Estimates expects gehard revenues, which represent approximatel$p@%- of each year's total budget, to
reach $7.887 billion during Fiscal Year 1998, arréase of 3.4% or $198 million above the last affiestimate for that fiscal year in March
1997. The State projects that it will finish Fisé&8098 with a general fund surplus of $283 millidhe Fiscal 1998 budget estimates that $554
million or 7% of general fund revenues will be aside for the State Reserve Fund.

During Fiscal Year 1999, the Board projects gentenadl revenues of $8.095 billion, a 2.8% incre&ést. of the income tax reduction, the
growth in general fund revenues is projected taeg19%. Maryland's budget for Fiscal 1999 totdl6.$ billion, a 5.1% increase over Fiscal
1998. This increase includes $100 million in resdninding to pay for the cost of the State's scleelli0% income tax cut.

The State Reserve Fund is expected to increasg9® & million at the end of Fiscal Year 1999. Thec&l 1999 budget anticipates using its
entire budgetary surplus for payments to the St&eServe Fund and for one-time expenditures-arairigoing expenses that would
contribute to lon-term deficits. The or-time expenditures include the costs of the upcortamgeduction, school construction, a MEvac



helicopter, and technology costs incurred for Y2200 compliance.

State Debt. The public indebtedness of the Stakdasfland and its instrumentalities is divided ithwee general types. The State itself issues
general obligation bonds for capital improvememts #or various State projects, for which the Statevalorem property tax is exclusively
pledged for payment. In addition, for transportaturposes the Maryland Department of Transporiasisues limited, special obligation
bonds payable primarily from specific, fixed-rateise taxes and other revenues related mainlygioday use. Certain authorities issue
obligations payable solely from specific non-taxtegprise fund revenues and for which the Statenbdmbility and has given no moral
obligation assurance.

In 1978, the Capital Debt Affordability Committe@svcreated to study the State's debt structuréoamdommend maximum limitations on
annual debt authorizations so that the State's batittys can be maintained. Although the recommigoisof the Committee are not binding
on Maryland's General Assembly, the amounts of ahgeneral obligation bond authorization effectior1997 were within the limits
established by the Committee. For Fiscal Year 188W general obligation bond authorizations tot§18619,991,000 (net of deauthorization
of $12.1 million from prior projects).

During Fiscal Year 1997, the following new genevaligation bonds were issued by the State of Ma/l&170 million on October 9, 1996
and $240 million on February 26, 1997. Outstandjegeral obligation bonds totaled $2.860 billior1896 and $3.025 billion in 1997. In
addition, the State Department of Transportatiaththe Maryland Transportation Authority had $93&iflion and $391.9 million,
respectively, in outstanding limited obligation bisrat the close of Fiscal Year 1997.

General obligation bonds totaling $415 million warehorized for the Fiscal Year 1998 budget, cdestswith the State's Capital Debt
Affordability Committee. General funds in the capivudget total $78.2 million for Fiscal 1998. Tinee of general funds to supplement the
capital budget is generally limited to certain pangs which cannot be prudently funded with tax-epebonds. Federal funds in the capital
budget total $17.6 million. In Fiscal 1998, thesenies will be used primarily for prison constructiaeveloping Canal Place in Cumberland
and construction of military facilities for Nation@uard units. Special funds in the capital budgtl $184.6 million and consist of dedicated
revenues for improvements such as open spaceuligra land preservation and law enforcement tngrfacilities. Revenue bonds total $45
million in Fiscal 1998 and are designated for apihprovements to academic facilities at the Ursitg of Maryland system and for local
governments to fund infrastructure and environmentprovements.

The Committee has authorized $430 million in newegel obligation bonds for Fiscal Year 1999. Anitiddal $11.6 million from projects
that have been completed, canceled or reschedukgiected to be deauthorized and used for othpopes.

Ratings. The general obligation bonds of the Siaitdaryland have been rated by Moody's Investorsie, Inc. as Aaa; by Standard &
Poor's Rating Services as AAA; and by Fitch IBCAg.I(formerly known as Fitch Investors Service,.) @& AAA, making Maryland one of
several states with three triple-A ratings.

Massachusetts Risk Factors

Economic Outlook. The fiscal health of the Commoaltleof Massachusetts remains strong, followingetovery from recession and
excessive government spending in the late 198@&wB will continue through the second half of Rik¥ear 1998 and Fiscal Year 1999 at a
modest annualized growth rate of about 2.1%.

Economic growth at the national level has beenaréd in Massachusetts, where over 373,000 jobs Iheee created since the low point of
the recession in 1991. The unemployment rate irCdmonwealth has fallen almost consistently frtsrpeak of 9.6% in early 1991 to 3.
in January 1998, one of the lowest rates for argelindustrial state. The unemployment rate in dgni998 was 4.7% for the nation as a
whole and 4.1% in New England. Total nonfarm emplent (seasonally adjusted) is also at an all-tigh,lgrowing by 91,300 during 1997
to 3,173 million.

Improvements in the employment picture have hadsdtige impact on personal income for Massachusesislents. On average, personal
income growth has been among the highest in themaiutpacing the rate of growth in the natior@reomy in most quarters since 1991.
During Fiscal Year 1997, Massachusetts personahiecgrew by 6.0%, down slightly from 6.2% in Fist8P6. Growth in personal income
is expected to decline from the Fiscal 1997 ratpioroximately 5.7% in Fiscal 1998. Personal inc@sredso expected to fall in Fiscal Year
1999 to 4.3-4.5% and remain at that rate througm#xt few years. Unemployment is projected at 3ffdugh Fiscal Year 1998 and to
remain steady at 3.7-3.9% annually through 2000.

The Commonwealth is the third most densely popdlatate according to the 1990 census, but it eepeed only a modest increase in
population from 1980 to 1990, growing at a rateclilis less than one-half the rate of increaseérithited States population as a whole.
Economic risks for Massachusetts include a shomdgekilled labor, low net population growth thaaynconstrain job creation, as well as the
prominence of the financial services industry cedpkith a relatively high proportion of non-wageame, both of which are sensitive to the
performance of the financial markets.

Massachusetts has a diversified economic base vittirdes traditional manufacturing, high techngi@gpd service industries, served by an
extensive transportation system and related faslifThe service sector, at approximately 34.3%hefstate work force, is the largest sector in
the Commonwealth's economy. Although the manufagjuand trade sectors experienced large decreasesployment in recent years,



1997 these sectors rebounded with growth rates3éb 2and 3.0%, respectively, the largest annuakims® since the mid-1980's. At the same
time, there has been a reversal of the dramatiwthravhich occurred during the 1980's in the fingnesurance and real estate sector and in
the construction sectors of the Massachusetts expno

The Commonwealth has a very full public construtégenda which is expected not only to improve titghbut also to provide a substan
number of construction and related employment dppdres. These projects include the $6 billion €anArtery/Tunnel project involving
the construction of a third tunnel under Bostonbidalinking the MassPike and downtown Boston witlghn International Airport, and the
depression into tunnels of the Central Artery thaterses the City of Boston. Federal funds areebgal to cover approximately 90% of the
cost of this project. The Central Artery/Tunneljpad is expected to employ approximately 5,000 itmsorkers and 10,000 auxiliary
workers during the peak years of construction enrthid-1990s.

Revenues and Expenditures. The financial condafadhe Commonwealth during Fiscal Year 1997 reflebe recovery which began early
this decade. Massachusetts' revenues exceededdixpes for the seventh consecutive year. In agtitiiuring Fiscal Year 1997, the
Commonwealth was able to retire the last of itsQlf#€cal recovery bonds: the September 1990 $1b466n bond sale, the seventh largest
municipal bond issue in history, was a response3a.9 billion budgetary deficit.

During 1997, the Massachusetts Legislature enactad to raise the statutory ceiling on the Commealth's Stabilization (or "rainy day")
Fund from 5% of tax revenues to 5% of total budgetavenue. Including the Fiscal Year 1997 depafs$234.3 million, the fund's balance
the middle of Fiscal 1998 stands at $799.3 milliammarked contrast to the zero balance carrigberfund during Fiscal 1990. Also in Fiscal
1997, a separate $229.8 million capital investntierst, funded with surplus revenue instead of bdrdiht, was established to address
immediate capital needs. Moreover, the Commonwgeltised legislation to reserve a one-time Fisc@l I&deral welfare-revenue windfall
as a safeguard against future caseload increases.

An expanding economy translates directly into atey tax revenue base. Increased employment, indamsing starts, and business acti
directly impact sales, personal income, corpodéeds, and other tax collections. In Fiscal 198/&sstax collections were up 10.2%, and
income tax revenues increased to $7.18 billiorhwid.1% or $475 million over Fiscal 1996. In theyepate, tax revenues totaled $12.865
billion in Fiscal 1997, up $815 million or 6.8% froFiscal 1996. According to the December 1997 Ceimpnsive Annual Financial Report,
Fiscal 1997 closed with a $1.1 billion balance indgeted funds.

Through December 31, 1997, Fiscal Year 1998 tagmee collections totaled $6.147 billion, up $341lion or 5.9% from the same period in
Fiscal 1997. The Commonwealth's Department of Reygmojects that total tax receipts for Fiscal 1@88reach $13.154 billion, an incree
of 2.25% over Fiscal 1997. The change is lower tharprojected tax-base growth of 5.2% becaus&aksent tax law changes and the
implementation of six others approved in prior dilsgears. Spending in Fiscal 1998 is projectedtal $18.150 billion, a 2.9% increase over
Fiscal 1997.

Fiscal Year 1999 total revenues are projected 918961 billion. Non-tax revenues are expectegach $5.297 billion, a 5.3% decrease
from Fiscal 1998. For the tax revenue base, theaBeyent of Revenue projects a slowing in the grawth based upon the assumption of
moderate economic growth and low inflation. In BIst999, the tax revenue base is expected to ise€8%, as compared to 5.2% in Fiscal
1998 and 8.5% in Fiscal 1997. Total tax revenue$iscal 1999 are estimated at $13.665 billion,chreflects a 3.9% increase over
projected Fiscal 1998 revenues and a reductior244 8 million due to proposed tax cuts. Proposeahding reflects a modest increase of
3.4% in Fiscal 1999, directed largely to increaextling for local aid, education and health caisc& 1999 total expenditures are projected
to be $19.06 billion, a 3.4% increase over projgdéiscal 1998 expenditures.

Important proposals for Fiscal 1999 include redgdhre tax rate for "earned" income from 5.95% to®@%r the next three years, reducing
tax rate for "unearned" income from 12% to 5% dhernext five years, creating personal income tagits and exemptions to encourage
saving for higher education, creating an exemgftiom capital gains taxes on the sale of a prinaipsidence, and creating a personal income
tax exemption for providing care to elderly relatv

Much of the Commonwealth's fiscal difficulties metlate 1980's stemmed from an escalation in Btatewing to balance operating shortfi
with bonded debt. Massachusetts' current debt-ngameagt policy has resulted in a drop in the peregntaowth of outstanding general
obligation debt from 29% in Fiscal Year 1991 to B?&iscal 1997. The average annual increase igthweth of debt for Fiscal Years 1998
through 2002 is projected at only 3.3%, despitebilmelen of finishing construction of the Centrateky/Tunnel Project, scheduled for
completion in 2004.

Ratings. Standard & Poor's Ratings Services raisedting of general obligation bonds of the Commealth of Massachusetts from A+ to
AA- in October 1997. The Moody's Investors Servioe, rating has remained at Al since November 188d Fitch IBCA, Inc. (formerly
Fitch Investors Service, L.P.) raised its ratimrgrirA+ to AA- in January 1998.

Michigan Risk Factors

Investors should be aware that the economy of thie 8f Michigan has, in the past, proven to bdicgl; due primarily to the fact that the
leading sector of the State's economy is the maturdag of durable goods. While the State's efftotdiversify its economy have proven
successful, as reflected by the fact that the stiaeenployment in the State in the durable goodsosdas fallen from 33.1 percent in 1960 to
17.9 percent in 1990 and to 15.2 percent in 19@ighde goods manufacturing still represents a &zabrtion of the State's economy. As a
result, any substantial national economic downtsiiikely to have an adverse effect on the econofrthe State and on the revenues of



State and some of its local governmental units.

In July 1995, Moody's Investors Service, Inc. rditee State's general obligation bond rating to"'AmJanuary 1998, Standard & Poor's
raised its rating on the State's general obligatimmds to "AA+". In April, 1998, Fitch IBCA, Incaised its rating on the State's general
obligation bonds to AA+.

The State's economy could continue to be affecgezhbnges in the auto industry, notably consolataéind plant closings resulting from
competitive pressures and over-capacity. Suchraxtiould adversely affect State revenues and la@dial impact on the local units of
government in the areas in which plants are clasedd be more severe. In addition, as describékdrState’'s comprehensive annual finai
report on file with the Nationally Recognized Mupil Securities Information Repositories, the Statearty to a number of lawsuits and
legal actions, some of which, if determined advgrsethe State, could have a materially adverggsich on the State's finances.

In recent years, the State of Michigan has repatssfihancial results in accordance with generaltgepted accounting principles. For eac
the last five fiscal years, the State ended theafigear with its General Fund in balance aftemgfers in most of those years from the General
Fund to the Budget Stabilization Fund. The baland¢be Budget Stabilization Fund was $1.15 billamof September 30, 1997, including a
reserve of $572.6 million for educational expertescribed in the next paragraph. In all but ontheflast five fiscal years, the State has
borrowed between $500 million and $900 million ¢assh flow purposes. It borrowed $900 million inteat the 1996, 1997 and 1998 fiscal
years.

In November of 1997, the State Legislature adofggilation to provide for the funding of claimslo€al school districts, some of whom
alleged in a lawsuit, Durant v. State of Michigtrat the State had, over a period of years, paglireschool aid than required by the State's
Constitution. Under this legislation, the Statedpai school districts which were plaintiffs in theit approximately $212 million from the
Budget Stabilization Fund on April 15, 1998, and W required to pay to other school districtsfrthe Budget Stabilization Fund (i) an
additional $32 million per year in the years 19%8t#9rough 2007-08, and (ii) up to an additional $4i0ion per year in the years 1998-99
through 2012-13.

The Michigan Constitution of 1963 limits the amouwoitotal revenues of the State raised from taxelscertain other sources to a level for
each fiscal year equal to a percentage of the'S{ag¢esonal income for the prior calendar yeathénevent that the State's total revenues
exceed the limit by 1 percent or more, the MichiGamstitution of 1963 requires that the excesshended to taxpayers. In order to comply
with this requirement, the State refunded approtétgeb113 million through income tax credits foeth995 calendar year.

On March 15, 1994, Michigan voters approved a stfimance reform amendment to the State's Conigituhich, among other things,
increased the State sales tax rate from 4% to @¥pkated a cap on property assessment increasel fooperty taxes. Concurrent
legislation cut the State's income tax rate fro6%to 4.4%, reduced some property taxes and altecatlschool funding sources to a
combination of property taxes and state revenuesef which is provided from other new or incrahS¢ate taxes. The legislation also
contained other provisions that alter (and, in secases, may reduce) the revenues of local unggewérnment, and tax increment bonds ¢
be particularly affected. While the ultimate impa€the constitutional amendment and related latjh cannot yet be accurately predicted,
investors should be alert to the potential effécturh measures upon the operations and revenidhigan local units of government.

In addition, the State Legislature in 1995 adoptgdickage of state tax cuts, including a phasefdbe intangibles tax, an increase in
exemption amounts for personal income tax, andatéshs in single business tax.

Although all or most of the Bonds in the Michigarust are revenue obligations or general obligatafriecal governments or authorities
rather than general obligations of the State offligjan itself, there can be no assurance that aaydial difficulties the State may experience
will not adversely affect the market value or maakdity of the Bonds or the ability of the resgeetobligors to pay interest on or principa
the Bonds, particularly in view of the dependentiooal governments and other authorities uponeSaad and reimbursement programs and,
in the case of bonds issued by the State Buildinthérity, the dependency of the State Building Awity on the receipt of rental payments
from the State to meet debt service requirements gpch bonds. In the 1991 fiscal year, the Steferced certain scheduled cash payments
to municipalities, school districts, universitiesdlacommunity colleges. While such deferrals werelenap at specified later dates, similar
future deferrals could have an adverse impact ercéish position of some local governmental unitidiffonally, while total State revenue
sharing payments have increased in each of théivasfears, the State did reduce revenue sha@ggpnts to municipalities below that level
otherwise provided under formulas in each of theesa's.

The Michigan Trust may contain general obligatiomdbs of local units of government pledging the faith and credit of the local unit which
are payable from the levy of ad valorem taxes malie property within the jurisdiction of the loaaiit. Such bonds issued prior to Decen
22,1978, or issued after December 22, 1978 wahathproval of the electors of the local unit, aaggble from property taxes levied without
limitation as to rate or amount. With respect tad®issued after December 22, 1978, and which m@rapproved by the electors of the Ic
unit, the tax levy of the local unit for debt sesipurposes is subject to constitutional, statudmgy charter tax rate limitations. In addition,
several major industrial corporations have instiuthallenges of their ad valorem property taxssgeents in a number of local municipal
units in the State. If successful, such challerogesd have an adverse impact on the ad valorerhaa&s of such units which could adversely
affect their ability to raise funds for operatiamdadebt service requirements.

Minnesota Risk Factors

Minnesota's economy continued to out perform thmnal averages during 19-97. The annual unemployment rate in Minnesota ba#



below the U.S. every year since 1985. In NovemB8i71the state's unemployment rate, on a seasadjiigted basis, stood at 2.8%, down
1.2 percentage points from the 4.0% observed oaeagglier. That unemployment rate was well belogvrtational rate of 4.6%. From
November 1996 to November 1997, Minnesota's ecoramdgd 53,700 jobs, an increase of 2.2%. Thisngperable to the national incree
of 2.4%. Services accounted for 41.3% of Minnesaiaer-the-year growth, adding 22,200 jobs. Ofrttagor industries, only mining
experienced a decrease in employment over the geam 200 jobs.

Construction continues to boast the highest groatid of the major industries, up 4.6%. Minnesotatiooies to outpace the nation in
construction employment growth, whose growth rats 8.6% from November 1996 to November 1997. Duthigtime period, employment
in the manufacturing sector rose 2.2%, up 9,508.j@be national rate was 0.8%.

In 1996, Minnesota's per capita personal income 1%$25,663, an increase of 6.7% from 1995. Ti& locrease for 1996 was 4.6%.

Personal income in Minnesota is now estimated t@ lygglown at a 6.6% annual rate during fiscal y&&71 well above the national averags
5.3%. Wage growth was strong, but as in neighbavidyvestern states, all of whom also had strongwiinan personal income, the
agricultural sector was a major contributor. Priaese higher than average, yields were strongfeaeral farm program payments under the
1996 farm bill were much larger than they woulddénaeen under the previous program.

Personal income in Minnesota is forecast to grovd 06 during the 1998 fiscal year, slightly beldw tiverage rate forecast for the nation.
Payroll employment is expected to grow at a 2.1%uahrate, consistent with the national averageg&\&nd salary income growth, however,
is projected to lag the national average rateassbutside the Midwest also begin to feel labarket pressures and part-time workers
elsewhere increase their hours to, or beyond aed they desire. Farm income in the 1998 fiseal ys also forecast to be down from the
high levels reported during fiscal year 1997 sioeenmodity prices have returned to more normal kvel

Minnesota's fiscal period is a biennium. Generald-tevenues and transfers-in totaled $10.202 bifiow fiscal year 1997, up 6.1% from
those for fiscal year 1996. Actual total resouncese $11.546 billion. General Fund expendituresteamusfers-out for the year totaled $9.551
billion, a decrease of almost 1% from the previgear. Of this amount, $3.3 billion went to educatichildren and families. The actual
ending balance for fiscal year 1997 was $1.99%0hbill$364 million higher than forecast. Much of tiexpected growth was due to higher
than anticipated capital gains realizations in 1996

The top three revenue producers of the State'$%@hillion total resources were: individual incotag at $4.768 billion, sales tax at $3.03
billion, and non-dedicated revenue at $974.4 millibhese three sources comprised approximately 26%,and 8.5%, respectively, of the
total resources.

As of November 1997, revenues for the 1998-99 hianrare forecast at $21.045 billion, a 3.6% or $#28ion increase from end of the
session estimates. The higher revenue base falRisar 1997 and a slight improvement in the oWty Minnesota's economy were the
major sources of additional revenue. The redudticdhe federal capital gains tax rate is expeabeghicourage investors to realize profits n
rapidly than in the past, further adding to stateenues. Expenditures and transfers for the biemaie estimated at $20.669 billion, leavin
budgetary balance of $1.360 billion. Expenditunes$256 million (1.2%) below earlier estimates.v@o growth in human services spending
accounts for nearly all of the forecast expendisaeings. The available general fund balance attigeof the biennium is projected at $453
million.

General Fund debt service for the 1998-99 bienngiestimated to be $581 million. This amount isffording outstanding general obligation
bonds, new bonds to be sold for currently authdriz®jects and a projected capital budget of $50omin the 1998 legislative session.

The State's budget reserve for the 1998-99 bienigutoubled to $522 million (an increase from $B333illion in fiscal year 1997) or 5% of
fiscal year 1999 spending to protect against economcertainty.

The state issued $170.0 million of new generalgattion bonds, and $172.1 million of general oblmabonds were redeemed during 1997,
leaving an outstanding balance of $2.2 billion. &ahobligation bonds authorized but unissued akiné 30, 1997 were $912.6 million.

Minnesota Statutes, Section 16A.641 provides foaramual appropriation for transfer to the Debt ®er¥und. The amount of the
appropriation is to be such that, when combineti wie balance on hand in the Debt Service Fundexeidber 1 of each year for state
bonds, it will be sufficient to pay all general igfaition bond principal and interest due and to bezdue through July 1 in the second ensuing
year. If the amount appropriated is insufficientamtcombined with the balance on hand in the Debti@eFund, the state constituti

requires the state auditor to levy a statewide gntytax to cover the deficiency. No such propéatyhas been levied since 1969 when the
was enacted requiring the appropriation. In figeslr 1996, total operating transfers to the DebtiSe Fund were $277.522 million.

The Governor's budget recommends a General Furrd@ition of $545.6 million for fiscal year 1998-%or debt service on bonds sold for
existing authorizations, bonds authorized but wddsand new bonds anticipated to be authoriz#ukeir1 998 legislative session. This amount
represents 2.8% of total general fund spending.@énernor also proposed $16.6 million be appropdab pay remaining state claims from
the Cambridge Bank Litigation judgment, rather tigsuing additional revenue bonds for this purpose.

In May 1996, Moody's Investor Services upgradedridsota’s general obligation bond rating to Aaa&ugust 1997, Standard & Poor's
raised the state's general obligation bond ratm§&A from AA+. Fitch's rates Minnesota bonds at A2



Missouri Risk Factors

The following discussion regarding constitutionalitations and the economy of the state of Miss@uicluded for the purpose of providing
general information that may or may not affect &swf the Bonds in Missouri.

As a major manufacturing, financial, and agricudtistate, Missouri's economic health is tied clpselthat of the nation. The economic
outlook is for continued improvement in fiscal yd&98. Missouri's personal income, which direathpacts individual income tax and sales
tax, rose at a 5.9% rate during fiscal year 19@rséhal income in 1996 grew 5.6%. The Missouri eaonhas produced exceptional job
growth over the past three years. Missouri's emmpbyt stood at 2.8 million as of November 1997, remaase of over 317,000 since January
of 1993. At the end of November 1997, the statenpieyment rate was 3.5% which compares favorabth¢mational unemployment rate
4.3%.

Agriculture is a significant part of Missouri's emmy with an industry of approximately $5.0 billionFiscal Year 1997. Missouri is among
the nation's leading livestock producers, withdteek and related products accounting for $2.%0hilbf the state's agricultural receipts in
Fiscal Year 1997.

Balancing Missouri's budget in fiscal year 1997 welieved through sound financial management. Towigg economy produced general
revenues that were better than projected. The Govemnd General Assembly adopted a conservativte Btalget meeting mandated
expenditure increases and providing limited fundimgnew and expanded program. In future yearsstis will focus on controlling the
growth of mandatory programs though welfare refamanaged care, and cost-effective alternativesoManding priorities include
education, corrections, economic development, nhéetth, children's services, and repairs andageg to existing state facilities.

The State of Missouri completed fiscal year 1998dnnd financial condition due to strong revenuéections and efficient management of
State programs. Net general revenue collectiome@sed over fiscal year 1996 due to a strong raltenmd state economy. Expenditures were
lower than anticipated in fiscal year 1997 as pnidéate agency managers did not use all avaitgi#ading authority. General revenue
collections in fiscal year 1997 were $5,843.4 roilli 7.4% above fiscal year 1996 collections. GdriRezenue expenditures in fiscal year
1997 for the operating budget were $5,926.1 millibime fiscal year 1998 budget is conservativelyedagpon general revenue collections of
$6,029.6 million.

Preliminary calculations made pursuant to Articlefthe Missouri Constitution show that total stedeenues for Fiscal Year 1997 exceeded
the total state revenue limit by $318.8 million.eféfore, in accordance with Article X, the entirecunt of excess revenues will be refunded
to Missouri income taxpayers in calendar year 199& Office of Administration projects that totéhte revenues will exceed the total state
revenue limit by approximately $125 million in Fad¢Year 1998. The Office of Administration projettsit revenues will not exceed the
revenue limit in Fiscal Year 1999 if the Governeeésommended tax reductions of $120 million arectath Together with the 1997 tax cut,
this brings the total tax reduction for Fiscal Y&809 to $375 million.

The State ended fiscal year 1997 with an endingrtzal (surplus) of $49.5 million for the General &ave Fund. An appropriation of $86.55
million was transferred to the Budget Stabilizatieumd to bring that Fund to 2.5% of net genera¢énere collections. The ending General
Fund balance for fiscal year 1998 is projectedlai2® million.

Missouri will continue to see reduced desegregatmsts. Federal court-ordered payments for thedglis and Kansas City desegregation
plans were $254.9 million in fiscal year 1997 whistabout 3.9% of the State's general revenue hut@ibe estimate for fiscal year 1998 is
$255.9 million. In Fiscal Year 1999, ongoing sawngtaling $91.7 million from Kansas City and $tillion from St. Louis have been used
to boost state aid to all Missouri schools. In &ddi cumulative one-time savings of $77.8 millioave been redirected to Missouri schools.
State law requires that desegregation savingswartbthe school foundation formula.

As of December 31, 1997, the state has spent $8dhton the desegregation cases in St. Louiskadsas City. At the end of Fiscal Year
1998, that total will reach an estimated $3.2 dilliThe appropriation for Fiscal Year 1998 is $2@Hion and the revised estimate is $255.9
million. Desegregation expenditures, court ordamg] other developments are continually monitorguréeide the best possible anticipation
and forecast of future costs.

State desegregation costs could significantly bectdd by a state determination of liability forst@incurred by the Special School District
Phase | part-time transfer students. If a liabiktgletermined, amounts from retroactive claims acatued interest (if any), could be
significant. For Kansas City, under the terms eétdlement agreement approved by the federal disturt on March 25, 1997, state court-
ordered desegregation payments will end in Fisear¥1999. The payment schedule is $110 million5%hdlion and $99 million for Fiscal
Year's 1997, 1998 and 1999, respectively.

Missouri voters have approved constitutional amesrasiproviding for the issuance of general obl@ationds used for a number of
purposes. The amount of general obligation dehitaiia be issued by the State is limited to the arhapproved by popular vote plus the
amount of $1 million. Total general obligation beridsued as of November 30, 1997, was $1,147.4bmiif which $979.4 was outstanding.
As of November 30, 1997, total revenue bonds issuesi$148.5 million with $114.68 million outstangiTotal state indebtedness as of
November 30, 1997, was $1,624,746,207 with $1,289(D9 outstanding

As of January 1, 1998, $194,465,000 principal remautstanding of the $200,000,000 issued fouste $tuilding bonds (approved in Aug



1994); and $128,590,000 principal remains outstamdf the $439,494,240 issued water pollution adrtonds (both amounts excluding
refunding issuances). With the final $75 milliosuance on December 1, 1987, all $600 million irdtktate building bonds authorized by
Missouri voters in 1982 were issued. With the fiilsaliance in fiscal year 1998, Missouri will hassued all $250 million in fourth state
building bonds authorized by Missouri voters.

In fiscal year 1997, Missouri invested a total a7$.5 million in its capital assets with appropaas for maintenance and construction
projects throughout the State. Appropriations fecdl year 1998 are estimated at $237.6 milliomitahimprovements of $192.5 million are
recommended for fiscal years 1998-99 biennial btidgkthis amount, $20.8 million is for vital ma@mance and repairs to state-owned
facilities to initiate the voter-approved mainteoarfiunding mechanism. Also included is $171.8 wnillfor planning, major renovation, new
construction, land acquisition, and other improvetseAmounts are designated to prison constructiomjects at elementary and secondary
education institutions, and facilities for veterans

The State's general obligation bond issues recéfid "A" ratings from Moody's Investors Servidac., Standard & Poor's Rating Group,
and Fitch IBCA, Inc. (formerly Fitch Investors Sew, L.P.). Missouri is one of only eight stateatthave this rating from all three rating
organizations. Although these ratings indicate thatState of Missouri is in relatively good econofrealth, there can be no assurance that
this will continue or that particular bond issueaynmot be adversely affected by changes in the $tabcal economic or political conditions.

The foregoing information constitutes only a bsammary of some of the general factors which mayaith certain issuers of Bonds and ¢
not purport to be a complete or exhaustive desoripf all adverse conditions to which the issusrsbligations held by the Missouri Trust
are subject. Additionally, many factors includingtional economic, social and environmental polieied conditions, which are not within 1
control of the issuers of the Bonds, could affeatauld have an adverse impact on the financiatlitmm of the State and various agencies
and political subdivisions located in the Statee Bponsor is unable to predict whether or to wktgrg such factors or other factors may
affect the issuers of the Bonds, the market vafuearketability of the Bonds or the ability of thespective issuers of the Bonds acquired by
the Missouri Trust to pay interest on or principhthe Bonds.

Nebraska Risk Factors

Labor Force and Unemployment. Preliminary data ftbenState Department of Labor show the Nebradkar force totaled a seasonally
adjusted 923,732 in January 1998, or 2.3% moredhgear earlier. The annual average Nebraska umgmpht rate has been among the
lowest in the nation for the last seven yearsahmuary 1998, Department of Labor data show the &#dar seasonally adjusted unemployment
rate was 1.8%, compared to a national averageré6.4.

The annual average Nebraska unemployment rate W&sia 1993, 2.9% in 1994, 2.6% in 1995, 2.9% i86,%nd 2.6% in 1997; compared
to 6.8%, 6.1%, 5.6%,
5.4%, and 4.9% overall in the United States.

Job Growth. Growth in non-farm payroll employmemiNebraska has generally been positive in recentmsand years. From January 1997
to January 1998, preliminary U.S. Department ofdratata indicate that non-farm payroll employmetéased by approximately 31,800 in
Nebraska, or by 3.8%. In January, the number of jotaled an estimated 859,1

In 1992, the average number of Nebraska non-fagrofigobs was 750,100. That number increased 2@3%67,200 in 1993; 3.8% to
796,100 in 1994; 2.4% to 816,300 in 1995; 2.2%34,800 in 1996; and 2.5% to 855,800 in 1997. Okersame period, U.S. nawricultura
employment increased 1.9% in 1993; increased 3nl¥994; increased 2.7% in 1995; increased 2.09996;land increased 2.3% in 1997.

Manufacturing Job Growth. Manufacturing jobs havewn in Nebraska in recent years, while generadigliding nationally. Nebraska
manufacturing jobs totaled an estimated 117,5Q&imuary 1998, or 2.8% more than a year earlier.

The number of manufacturing jobs in Nebraska awdd®3,800 in 1993 (a 3.1% increase over 1992)eased to 108,800 in 1994 (4.8%);
increased to 112,200 in 1995 (3.1%); increased 86DO0 (1.1%) in 1996; and increased to 116,0A®B7 (2.1%). Overall in the United
States, the number of manufacturing jobs declin2#0n 1993; increased 1.4% in 1994; increased G0rB¥M95; decreased 0.4% in 1996;
and increased 0.4% in 1997.

Income. Nebraska's per capita income has histtyribakn below the average of United States, althdhg gap has closed in recent years. In
1991, Nebraska per capita income was 92.2% ofdkiemal average; in 1996, it was 95.1%.

Per capita personal income in the state grew frd@2B84 in 1992 to $19,714 in 1993, a 2.2% incre@s®20,526 in 1994, a 4.1% increase
$21,450 in 1995, a 4.5% increase; and to $23,04P86, a 7.4% increase. From 1995 to 1996, natjpmatapita income grew from $23,196
to $24,231, a 4.5% increase. Total personal inconNebraska increased 8.3% in 1996, or from $350@1,000 in 1995 to $38,075,000,000
in 1996. That was above the national growth rate.4%.

Cost of Living. The cost of living in Nebraska isrgerally below the national average. In a cosivirid index, where the national average is
100.0, the five Nebraska communities surveyed a@est@ composite index of 95.4 in the third quasfer997. In individual cost of living
sectors, the Nebraska communities scored belowatienal average in the indices for health careraistellaneous goods and services.
Omaha was below the national average in every oatghincoln was below in every category exceptsing. The non-metropolitan cities of
Grand Island and Hastings were below in every catedscottsbluf-Gering was above for grocery items, utilities, érashsportation



Population. With Nebraska's economic gains in regears have come population increases throughiy®siet migration. Reversing a peri

of net out-migration from 1974 to 1990, an estirdé28,509 more people moved to Nebraska than léftden 1990 and 1996. Natural
increases (births exceeding deaths) also helpest tio® state's total population from the 1,578 ¥&torded in the 1990 Census to an
estimated 1,652,093 in 1996. A 1996 county-levgybation estimate shows growth in over half (48Nebraska's 93 counties between 1990
and 1996, compared to only ten counties betweef 488 1990.

Economic Future. The Bureau of Business Researtitedfiniversity of Nebraska-Lincoln estimates thahual average non-farm
employment in the state will grow 2.2% in 1997;%.h 1998; and 1.9% in 1999. Ndarm personal income is expected to grow 6.3% i
1997 and 1998; and 6.2% in 1999. Largely becauggcofne growth, total taxable retail sales will\grabout 5.4% in 1997; 5.3% in 1998;
and 5.6% in 1999. Thus, as in the recent pastigtgawth will characterize the Nebraska economthanear future.

Fiscal year 1997 started with a beginning cashrizalaf $247.8 million, and after carryover obligas of $118.5 million, the unobligated
beginning balance was $129.4 million. Fiscal ye88lstarted with a beginning cash balance of $35fll&n, and after carryover
obligations of $84.0 million, the unobligated betjimg balance was $271.3 million.

Total net receipts are estimated to be $2,068.0omilor fiscal year 1998 and appropriations argjgxted at $1,979.8 million. The ending
balance in the general fund for fiscal year 199& dgjected at $260.0 million.

For Fiscal Year 1999, total estimated net receipts$2,204 million, a 6.6% increase over fiscak 8. Appropriations are projected at
$2,169.6 million, a 9.5% increase over fiscal yE288. The general fund ending balance for FiscalrM©99 is expected to be $135.8 mill
with a cash reserve of $156.8 million.

In 1997, an income tax cut was enacted. In 1998irtbome tax cut was made permanent. The initisstablished a permanent reduction in
tax rates, an on-going deduction for health inscegremiums for those who are self-employed anermanent $10 increase in the personal
exemption. This results in a $24 million revenuduation in fiscal year 1999 and a $70 million rewemeduction annually thereafter.

New Jersey Risk Factors

New Jersey is the ninth largest state in populadiuth the fifth smallest in land area. With an ageraf 1,071 people per square mile, it is
most densely populated of all the states. The 'Stat®nomic base is diversified, consisting of eia of manufacturing, construction and
service industries, supplemented by rural areds sd@tective commercial agriculture. HistoricallygW Jersey's average per capita income has
been well above the national average, and in 19@5State ranked second among the states in pita p@psonal income ($29,248).

The New Jersey Economic Policy Council, a statugwry of the New Jersey Department of Commerce @odd@nic Development, has
reported in New Jersey Economic Indicators, a mgigblication of the New Jersey Department of Lalitivision of Labor Market and
Demographic Research, that in 1988 and 1989, emq#ayin New Jersey's manufacturing sector faildokteefit from the export boom
experienced by many Midwest states and the Steice sectors, which had fueled the State's pragsince 1982, lost momentum. In the
meantime, the prolonged fast growth in the Statbénmid 1980s resulted in a tight labor marketagion, which has led to relatively high
wages and housing prices. This means that, whilénitomes of New Jersey residents are relativell,lthe State's business sector has
become more vulnerable to competitive pressures.

The onset of the national recession (which offiginegan in July 1990 according to the Nationaldawr of Economic Research) caused an
acceleration of New Jersey's job losses in construand manufacturing. In addition, the natioreassion caused an employment downturn
in such previously growing sectors as wholesaldetraetail trade, finance, utilities and truckimglavarehousing. Reflecting the downturn,
rate of unemployment in the State rose from a |6®.6% during the first quarter of 1989 to an estied 4.9% in December 1997, which is
higher than the national average of 4.6% in Decerh®87. Economic recovery is likely to be slow amgtven in New Jersey, with
unemployment receding at a correspondingly slove pdae to the fact that some sectors may lag doerttnued excess capacity. In addit
employers even in rebounding sectors can be exgp&ztemain cautious about hiring until they becaiorvinced that improved business

will be sustained. Also, certain firms will contto merge or downsize to increase profitability.

Debt Service. The primary method for State finag@hcapital projects is through the sale of theggal obligation bonds of the State. These
bonds are backed by the full faith and credit ef $tate tax revenues and certain other fees allggaeto meet the principal and interest
payments and if provided, redemption premium paymehany, required to repay the bonds. As of J8®e1996, there was a total authori
bond indebtedness of approximately $10.31 billmfnywhich $3.69 billion was issued and outstand$y76 billion was retired (including
bonds for which provision for payment has been ntadzugh the sale and issuance of refunding boamid)$1.86 billion was unissued. The
appropriation for the debt service obligation onrsautstanding indebtedness is $446.9 million fsc& Year 1997.

New Jersey's Budget and Appropriation System. Ttate®perates on a fiscal year beginning July lesmating June 30. At the end of Fis
Year 1993, there was a surplus in the State's gefuerd (the fund into which all State revenuesatberwise restricted by statute are
deposited and from which appropriations are mati$p87.4 million. At the end of Fiscal Year 199ete was a surplus in the general fund
of $926.0 million. At the end of Fiscal Year 199%re was a surplus in the general fund of $569llfom It is estimated that New Jersey
closed its Fiscal Year 1996 with a surplus of $ddlion and Fiscal Year 1997 with a surplus of $2Z7fillion.

In order to provide additional revenues to baldiutere budgets, to redistribute school aid andotot@in real property taxes, on June 27, 1



and July 12, 1990, Governor Florio signed into lagislation which was estimated to raise approxatya$2.8 billion in additional taxes
(consisting of $1.5 billion in sales and use taxed $1.3 billion in income taxes), the biggesthie in New Jersey history. There can be no
assurance that receipts and collections of suastax| meet such estimates.

The first part of the tax hike took effect on Jaily1990, with the increase in the State's salesiaadax rate from 6% to 7% and the
elimination of exemptions for certain products aedvices not previously subject to the tax, suctel@phone calls, paper products (which
since been reinstated), soaps and detergentgyrjah&ervices, alcoholic beverages and cigarefethe time of enactment, it was projected
that these taxes would raise approximately $1l®biln additional revenue. Projections and estesaif receipts from sales and use taxes,
however, have been subject to variance in recscalfiyears.

The second part of the tax hike took effect on dant, 1991, in the form of an increased staterimetax on individuals. At the time of
enactment, it was projected that this increase evmike approximately $1.3 billion in additionatime taxes to fund a new school aid
formula, a new homestead rebate program and statsmgtion of welfare and social services costgeBtions and estimates of receipts from
income taxes, however, have also been subjectrianez in recent fiscal years. Under the legistgtincome tax rates increased from their
previous range of 2% to 3.5% to a new range of @79, with the higher rates applying to marriedgies with incomes exceeding $70,000
who file joint returns, and to individuals filingngle returns with incomes of more than $35,000.

The Florio administration had contended that tleeine tax package will help reduce local propentyitareases by providing more state aid
to municipalities. Under the income tax legislatitite State will assume approximately $289 millioisocial services costs that previously
were paid by counties and municipalities and funioleg@roperty taxes. In addition, under the new falarfor funding school aid, an extra $
billion is proposed to be sent by the State to stHistricts beginning in 1991, thus reducing tleea for property tax increases to support
education programs.

Effective July 1, 1992, the State's sales andawseate decreased from 7% to 6%. Effective Janbiatp94, an across-thmard 5% reductio
in the income tax rates was enacted and effectimaaly 1, 1995, further reductions ranging fromug4o 10% in income tax rates took
effect. Governor Whitman recently signed into lawtlier reductions up to 15% for some taxpayersctffe January 1, 1996, completing her
campaign promise to reduce income taxes by up % ®hin three years for most taxpayers.

In June 1997, Governor Whitman signed the New ydregislature's $16.8 billion budget for Fiscal Y&898. The balanced budget, which
includes $442 million in surplus, is $800 milliorone than the 1997 budget. Whether the State caewch balanced budget depends on its
ability to enact and implement expenditure reduniand to collect estimated tax revenues.

Litigation. The State is a party in numerous lgmalceedings pertaining to matters incidental topagormance of routine governmental
operations. Such litigation includes, but is notited to, claims asserted against the State arfsimg alleged torts, alleged breaches of
contracts, condemnation proceedings and otheredllgplations of State and Federal laws. Inclugethé State's outstanding litigation are
cases challenging the following: the funding ofcteers' pension funds; the hospital assessmentraetidy the Health Care Reform Act of
1992; the State's role in a consent order concgtthi@ construction of a resource facility in Pas€zounty; the State's actions regarding
alleged chromium contamination of State-owned prityga Hudson County; the constitutionality of amhiék-901 hazardous and solid waste
licensure renewal fees collected by the DepartroEBnvironmental Protection and Energy; the Stdteisling formula that attempts to close
the spending gap between poor urban school dsaintl wealthy suburban districts; the use by theeQtf assessments on certain insurers to
retire debt of the Market Transition Fund, the marin which mental health services are provideithteates with serious mental disorders
who are confined within the facilities of the Dejpaent of Corrections; the spousal impoverishmeatigions of the Medicare Catastrophic
Coverage Act; Medicaid hospital reimbursementsesipebruary, 1995; and the efforts to revitalizeaAtic City through the design and
construction of a highway and tunnel. Adverse judgta in these and other matters could have thefimtéor either a significant loss of
revenue or a significant unanticipated expendibyr¢he State.

At any given time, there are various numbers dhwdaand cases pending against the State, Stateiagemd employees, seeking recovery of
monetary damages that are primarily paid out oftine created pursuant to the New Jersey Tort Glaat. In addition, at any given time,
there are various numbers of contract claims ag#iesState and State agencies seeking recovanpoétary damages. The State is unable to
estimate its exposure for these claims.

Debt Ratings. For many years prior to 1991, bottotics Investors Service, Inc. and Standard and'®Garporation had rated New Jersey
general obligation bonds "Aaa" and "AAA," respeetix On July 3, 1991, however, Standard and P@wtporation downgraded New Jersey
general obligation bonds to "AA+." On June 4, 1998 ndard and Poor's Corporation placed New Jgesegral obligation bonds on
CreditWatch with negative implications, citing &sprincipal reason for its caution the unexpeckeqial by the Federal Government of New
Jersey's request for $450 million in retroactivedieid payments for psychiatric hospitals. Theselfuwere critical to closing a $1 billion
gap in the State's $15 billion budget for fiscahy£992 which ended on June 30, 1992. Under Neseyetate law, the gap in the current
budget must be closed before the new budget yemmben July 1, 1992. Standard and Poor's Corporatiggested the State could close
fiscal 1992's budget gap and help fill fiscal 189®le by a reversion of $700 million of pensiomtcibutions to its general fund under a
proposal to change the way the State calculatggitsion liability. On July 6, 1992, Standard anti® Corporation reaffirmed its "AA+"
rating for New Jersey general obligation bonds rmdoved the debt from its CreditWatch list, althioitgstated that New Jersey's long-term
financial outlook was negative. Standard & Pooisp@ration was concerned that the State was egtdré 1993 fiscal year that began Jul
1992, with a slim $26 million surplus and remaiedcerned about whether the sagging State econauldwecover quickly enough to
meet lawmakers' revenue projections. It also reathaoncerned about the recent federal ruling lgawvirdoubt how much the State was due
in retroactive Medicaid reimbursements and a rutipg federal judge, now on appeal, of the Statethod for paying for uninsured hospi



patients. However, on July 27, 1994, S&P annouticatlit was changing the State's outlook from nggab stable due to a brightening of
State's prospects as a result of Governor Whitnedfog to trim spending and cut taxes, coupledwaih improving economy. S&P reaffirm
its "AA+" rating at the same time.

On August 24, 1992, Moody's Investors Service, tlisvngraded New Jersey general obligation bond8ad," stating that the reduction
reflected a developing pattern of reliance on nommng measures to achieve budgetary balance ykans of financial operations marked by
revenue shortfalls and operating deficits, andik@etihood that serious financial pressures wouddsist. On August 5, 1994, Moody's
reaffirmed its "Aal" rating, citing on the positigele New Jersey's broddsed economy, high income levels, history of nadimg a positiv
financial position and moderate (albeit rising) detios, and, on the negative side, a continukanee on one-time revenues and a
dependence on pension-related savings to achielgebary balance.

New Mexico Risk Factors

Major industries in the State are energy resoulmEyjces, construction, trade, tourism, agricelagribusiness, manufacturing, mining, and
government. From 1995-96, the value of construatimmiracts increased 4.9% to $2.2 billion. In 1986,total of gas and oil sales was $4.45
billion, a dramatic increase of 41% from 1995. 894, the value of mineral production (i.e., crué&rgleum, natural gas, uranium, and coal)
was approximately $4.9 billion, with figures shogian increase for 1996. Major federally funded mitfie research facilities at Los Alamos,
Albugquerque and White Sands are also a notableopére State's economy.

The State has a thriving tourist industry which slasved since 1995. In 1996, there were approxilpaté8 million visits to national parks
and about 5.0 million visits to State parks. Aca@ogdo the New Mexico Department of Labor, the Sttourist industry generated about ¢
billion in revenue and more than 66,000 jobs. Tgtaks receipts for hotels and other lodging plécegased 3.4% in 1996, compared with a
1.4% decrease in 1995. Yet, visits to New Mexioasonal parks and monuments, affected partly dgrf@ government shutdowns in the
and winter, dropped 3.1% in 1996.

Agriculture is a major part of the State's econoprgducing an estimated $1.468 billion in 1996.sThas a 3.8% increase from 1995. As a
high, relatively dry region with extensive grasslanthe State is ideal for raising cattle, sheag,aher livestock. Livestock receipts incree
2.8% from 1995-96, to $991 million. This was afte3.0% decrease from 1994-95 due to significanlirdesin prices for beef cattle and
calves. Because of irrigation and a variety of aliim conditions, the State's farmers are able ddyre a diverse assortment of quality
products. The State's farmers are major produdeafadfa hay, wheat, chile peppers, cotton, fruitsd pecans. Crop revenues in 1996 rose
5.7% to $478 million. Agricultural businesses irdduchile canneries, wineries, alfalfa pellets, clsairand fertilizer plants, farm machinery,
feed lots, and commercial slaughter plants.

New Mexico economic growth definitely slowed in 89®onagricultural employment growth was a meré&4d, .fbllowing growth rates c

3.8% in 1995, 5.0% in 1994 and 4.1% in 1993. Initamid the rapid growth of New Mexico's populati@it,12.7% from 1990-96 compared to
only 6.7% for the nation, has had a negative impagber capita income. New Mexico ranked 48th ef3f states and the District of
Columbia in per capita income in 1996, at $18,30%sonal income was only up 4.8% in 1996 afteriases in the 6.0% to 8.5% range from
1993 to 1995. Real disposable income growth wasasimrestrained, falling to 2.1% in 1996, follomg gains in the 3.5-6.0% range for the
previous three years. The increase in total gressipts came to 7.0%, again down from previoussyeanrd, after remaining stable at 6.3% in
1994 and 1995, the New Mexico unemployment rateamasry high 8.1% in 1996. However, as of Novent#97, the state's unemployment
rate dropped to 6.1%. In comparison, the nationamployment rate as of November 1997 was 4.6%.

Causes for the slowdown can be traced to develofnieseveral sectors of the economy. Construcpartjcularly, was an important factor.
After an increase of 6.0% in 1995, construction lyypent declined 3.2% in 1996 due to the completibnumerous large construction
projects, including the Intel expansion and thet@uatvood Mall, and a number of public works projdctsded by the 1994 New Mexico
Legislature, as well as a large drop in housingstroiction. A significant drop in services sectorpéoyment, although mitigated by other
factors, also contributed, as did a weak miningaaghich declined 3.1% after a 1.3% increase @519 0vernment activities were also a
factor. At the federal level, layoffs at Los Alandational Lab and the switchover from F-111 to Fali§raft at Cannon Air Force Base in
Clovis cost the state more than 1,000 jobs beggimrthe last part of 1995 and carrying through@,98ith federal government employment
falling 3.3% for the year. Adjustments at Cannoryroantinue through 1997. At the state level, artexity program reduced state governn
employment by 1.7% in 1996. Finally, a relatively svinter had an adverse effect on the state'arglds and therefore on the tourism sector.

In 1996, employment in the government sector irsed&®.8%, a larger gain than any other sector ¢ficgmce/insurance/real estate which
reported an increase of 4.7%. Services, usualljastest growing sector in the economy, manageg @2.0% employment increase. This
sector was significantly affected by a reclasstfaafrom services and other sectors to the looakgnment sector of employees of enterpi
owned by Indian tribes and tribal government. Withitis reclassification, the 1996 growth rate veolsdve been close to 4.5%. In the trade
sector, a weak tourism year and slow growth in degosable income resulted in a small trade enmpémt growth of only 0.9%, the lowest
since 1991.

The outlook for the New Mexico economy is for materincome and employment growth through 1998. Bympént is projected to grow
slightly faster than in 1996. Nonagricultural emptent growth is estimated at 2.1%, close to th@nat average, while personal income is
expected to increase 4.7% in 1997, also closectodiional average. Real disposable income growthemain close to 2.5% through 1998.

Strength in New Mexico's economy over the next sdwears will be confined primarily to servicesdananufacturing. Services employm
is estimated to rise 3.2% and manufacturing empéris predicted to grow 4.6% in 19¢



Revenues and Expenditures. The State derives thebitis recurring General Fund revenues from fiwajor sources: general and selective
sales taxes, income taxes, the emergency schoohtait and gas production, rents and royaltiemffétate and federal land, and interest
earnings from its two Permanent Funds. Effectivg 1u1981, the Legislature abolished all prop¢ates for State operating purposes.

Fiscal Year 1996-1997. For the Fiscal Year endinge330, 1997, recurring revenue totaled $2.964bhillan increase of 5.5% over the
previous fiscal year. Total General Fund Revenug $3033 billion, up 10% from fiscal year 1996 gkmneral, weakness in broad-based taxes
was offset by strength in revenue related to tloglypetion of natural gas and crude oil.

Preliminary results for fiscal year 1998 show reicuy appropriations at $2.999 billion, up 4.7% fréime previous fiscal year. Nonrecurring
appropriations for fiscal year 1997 were $85.2ioml] and are estimated at $4.4 million for fiscahy 1998. The net transfer necessary from
the operating reserve was $15.2 million and is withe $30 million transfer authority authorizedthg 1996 legislature.

The 1996 legislature also established the riskrvesieind within the general fund. General fund bha&s including the risk reserve fund are
projected to total $231.6 million. Without the risdserve, balances would be $95.4 million. Theafigear 1997 balance in the operating
reserve was $80.8 million, or only 2.7% of fiscahy 1997 total revenue.

Disaster allotments from the appropriation contimgyefund totaled $5.1 million, and the ending bakam the appropriation contingency fu
is $9.4 million.

Fiscal Year 1997-1998. General Fund recurring reges projected to reach $3.08 billion in fiscahy@998, a 4.0% increase over fiscal year
1997. When nonrecurring revenue is included, @@&eral Fund receipts will reach $3.13 billion @€urring revenue and $3.14 hillion total
revenue, increases of 1.5% and 0.3%, respecti@elsrent and projected growth in recurring reversuglow when compared to the 1993 and
1995 period. Slow growth is largely attributabledxlines in severance-related taxes and declnes/enue from rents and royalties. Lower
natural gas and oil prices are responsible fomsttgn in severance-related taxes which are exgaatgrow only 0.9% in fiscal year 1998
and decline by 13.7% in fiscal year 1999. Groseips taxes will grow in fiscal year 1998 by 5.0%@lancome taxes will increase by 7.4%.
The growth in income taxes is augmented by incibaagital gains realizations due to new federaklation. Nonrecurring revenue will
decline 37.5% in fiscal year 1998 and an additig®al % in fiscal year 1999. Fiscal year 1997 nomméieg revenue was attributable to new
estimated payments required for personal incom@uaposes. Fiscal year 1998 nonrecurring reventlades higher than usual reversions in
the Medicaid program thanks to significant costrsgs.

Debt Administration. The principal sources of fumglifor capital projects by the State are surplusegd fund balances, general obligation
bonds, and Severance Tax Bonds. The 1994 Legielatithorized the largest capital program in théeStaistory, $383 million. The
Executive Capital outlay recommendation for the898ssion totals $265.9 million. These authoriratiund a broad range of State and |
capital needs for various public school and higddarcation acquisitions as well as correction féesi museum and cultural facilities, health
facilities, State building repairs, water rightsastewater and water systems, State parks, load$ raad senior citizens facilities projects.

General Obligation Bonds. General obligation booitthe State are issued and the proceeds therpodated to various purposes pursuant
to an act of the Legislature of the State. TheeSTainstitution requires that any law which authesigeneral obligation debt of the State shall
provide for an annual tax levy sufficient to pag thterest and to provide a sinking fund to payghecipal of the debts. General obligation
bonds are general obligations of the State fopthenent of which the full faith and credit of thea® are pledged. The general obligation
bonds are payable from "ad valorem" taxes leviatout limit as to rate or amount on all propertyhe State subject to taxation for State
purposes. For the fiscal year ended June 30, 188Tptal amount outstanding on General ObligaBonds was $247,313,874. Of this
amount, $42,018,874 is in interest.

The State of New Mexico General Obligation Cagiedjects Improvements Bonds Series 1997 in thesipah amount of $64,825,000 are
authorized by the 1996 Capital Projects Generaigatibn Bond Act (the "Act") passed by the Statgisature in 1996, have been approved
by the voters in a statewide election in Novemi@96land will be issued pursuant to a resolutiothefState Board of Finance. General
obligation bond recommendations for fiscal year899 total $83.3 million. Of this amount, $72.1 lioih is for public and higher education
facilities, and $11.2 million is for statewide pgojs.

Severance Tax Bonds. Severance Tax Bonds are netaj®bligations of the State and the State ikipited by law from using the proceeds
of property taxes as a source of payment of reveoues, including Severance Tax Bonds. The Statashirer keeps separate accounts f
money collected as Severance Taxes, and is dirbgt&date statute to pay Severance Tax Bonds fromies on deposit in the Bonding Fu
For the fiscal year ended June 30, 1997, the émtalunt outstanding on Severance Tax Bonds was %22,257. Of this amount, $58,953,2
is in interest.

The Severance Tax Bonds, Series 1995A funds 5&gsofor schools, local governments, universites] State agencies. Total amount of
principal and interest due on Series 1995-B an$4996-A as of June 30, 1997 is $66,176,318 diicd$7,458, respectively. Total amount
of principal and interest outstanding as of Jungl®97 for the Series 1997-A Refunding Bonds is,$68,621. The Severance Tax Bond
recommendation for the 1998 session totals $14BomilOf this amount, $68.6 million is for publio@ higher education facilities, $12.7
million is for adult corrections projects and féagilpurchase and $58.7 million is for other statdsvprojects.

Severance taxes have been collected by the State thie adoption of the Severance Tax Act in 1$8¥ce 1959, certain severance tax
receipts and certain other monies determined by é¢igéslature have been deposited into the Bondingdrand used, in part, to retire bond
issues which have funded a variety of capital improents in the State. The main minerals extracted the State which contribute t



largest portion of Severance Tax revenues arealajas, oil and coal. Severance tax collectioraledt$181.6 million in fiscal year 1997 and
are projected at $183.3 million for 1998.

Moody's and S&P have assigned the bond ratingé@i™ and "AA+," respectively to General ObligatiBonds and "Aa" and "AA,"
respectively, to the Severance Tax Bonds, Seri85A9

New York Risk Factors

A resident of New York State (or New York City) Wile subject to New York State (or New York Cityrponal income tax with respect to
gains realized when New York Obligations held ie Mew York Trust are sold, redeemed or paid at ritgtar when his Units are sold or
redeemed, such gain will equal the proceeds of sademption or payment less the tax basis of e Mork Obligation or Unit (adjusted to
reflect (a) the amortization of premium or discquihany, on New York Obligations held in the Trugt) accrued original issue discount, w
respect to each New York Obligation which, at iheetthe New York Obligation was issued had origisalie discount, and (c) the deposit of
New York Obligations with accrued interest in thei§t after the Unitholder's settlement da

Interest or gain from the New York Trust derivedebynitholder who is not a resident of New Yorkt8t@or New York City) will not be
subject to New York State (or New York City) perabimcome tax, unless the Units are property engidy a business, trade, profession or
occupation carried on in New York State (or New K Gity).

Amounts paid on defaulted New York Obligations hieycthe Trustee under policies of insurance issuidiu respect to such New York
Obligations will be excludable from income for N&wrk State and New York City income tax purposéand to the same extent as, such
interest would have been excludable if paid byr#spective issuer.

For purposes of the New York State and New Yorly @dnchise tax on corporations, Unitholders whact subject to such tax will be
required to include in their entire net income artgrest or gains distributed to them even thougtriduted in respect of New York
obligations.

If borrowed funds are used to purchase Units inTthest, all (or part) of the interest on such ingelmess will not be deductible for New York
State and New York City tax purposes. The purclod&énits may be considered to have been made wittotved funds even though such
funds are not directly traceable to the purchadérifs in any New York Trust.

The Portfolio of the New York Trust includes obligas issued by New York State (the "State"), byarious public bodies (the "Agencie
and/or by other entities located within the Stateluding the City of New York (the "City").

Some of the more significant events relating tofth@ncial situation in New York are summarizeddvel This section provides only a brief
summary of the complex factors affecting the firiahsituation in New York and is based in part difictal Statements issued by, and on
other information reported by the State, the Crtgl the Agencies in connection with the issuandieif respective securities.

There can be no assurance that future statewidegmmal economic difficulties, and the resultingpact on State or local government
finances generally, will not adversely affect tharket value of New York Municipal Obligations hefdthe portfolio of the Trust or the
ability of particular obligors to make timely paynie of debt service on (or relating to) those allions.

(1) The State: The State has historically beenabrtiee wealthiest states in the nation. For decdumsever, the State economy has grown
more slowly than that of the nation as a wholedgadly eroding the State's relative economic affbee Statewide, urban centers have
experienced significant changes involving migratiéthe more affluent to the suburbs and an infiigenerally less affluent residents.
Regionally, the older Northeast cities have suffdsecause of the relative success that the SodttharWest have had in attracting people
and business. The City has also had to face greatepetition as other major cities have develofreaiicial and business capabilities which
make them less dependent on the specialized senvamitionally available almost exclusively in tGéay.

The State has for many years had a very high atatdocal tax burden relative to other states. Jurelen of State and local taxation, in
combination with the many other causes of regiesahomic dislocation has contributed to the densiaf some businesses and individuals
to relocate outside, or not locate within, the &tatowever, the State's 1995-96 budget reflectpufaiant actions to reduce the burden of
State taxation, including adoption of a 3-year, 2@%uction in the State's personal income tax.muti996-97, New York led the nation in
tax cuts, at 54.1%, bringing the total value of taguctions in effect for the 1997 year to oveb#ifon. Annual savings are intended to grow
to $12 billion by 2001-02. When measured as a peage of personal income, state-imposed taxes w Yk should be below the national
median in 1998. The budget for fiscal year 199&ffposes an additional $700 million in tax redutsio

Slowdown of Regional Economy. A national recessiommenced in mid:990. Economic recovery started considerably laténe State the
in the nation as a whole due in part to the sigaift retrenchment in the banking and financialisesvindustries, downsizing by several m
corporations, cutbacks in defense spending, araarsupply of office buildings. In the last few ygaNew York has shown signs of
economic resurgence. New York has gone from latemation in percentage of private sector empkayingrowth to a level that is on par
with the national average, gaining 250,000 privseetor jobs since December 1994. Overall employmeawth was close to 1.4% for 1997.
National employment growth in 1997 was estimate?l 3%. The New York economy in 1998 is expectegrtw at about the same rate a:
1997. Many uncertainties exist in forecasts of libthnational and State economies and there can bBssurance that the State economy



perform at a level sufficient to meet the Statedjqetions of receipts and disbursements. Perdnoaine is expected to increase 6.1% in 1
and 4.5% in 1998.

1997-98 Fiscal Year. The 1998 General Fund Financial Plan continues to benkald, with a projected surplus of $1.83 billionistwill be
the third consecutive budget surplus generatetiéysovernor's administration. Of this amount, $@0lion is being used to finance one-
time costs related to an extra 27th payroll andi 38edicaid cycle ($282 million) due to the cycli¢amhing of these payments and to provide
"hard-dollar" financing for capital projects of the Comnity Enhancement Facilities Assistance Program lwhiere previously anticipated
be supported with bond proceeds. Proposed taxcceterations account for the use of another $68f5mbf the surplus. Of the remainder,
$365 million is being used to finance 1998-99 EximeuBudget recommendations, and $68 million impedeposited into the Tax
Stabilization Reserve Fund (the State's "rainy dagtl) as provided by the Constitution. This is thied consecutive extraordinary deposit in
the rainy day fund and increases the size of thad fo $400 million by the end of 1997-98, the leisthbalance ever achieved.

The surplus results primarily from growth in prdg receipts. As compared to the enacted budgeinoes increased by $1.28 billion, while
disbursements increased by only $565 million. Treseges from Mid-Year Financial Plan projectiosféect actual results through
December 1997 as well as modified economic andaaderojections for the balance of the fiscal year

The General Fund is projected to be balanced @sla lsasis for the 1997-98 fiscal year. Total rasedpd transfers from other funds are
projected to be $35.197 billion, an increase of@sRillion from total receipts in the prior fiscaggr. Total General Fund disbursements and
transfers to other funds are projected to be $3bhll6on, an increase of $2.26 billion from theédbamount disbursed in the prior fiscal year.

The General Fund closing balance is expected ®466 million at the end of 1997-98. Of this amo$#00 million will be on deposit in the
Tax Stabilization Reserve Fund (TSRF), while ano$t5 million will be on deposit in the ContingenRgserve Fund (CRF) after a $24
million deposit in 199@8. The TSRF had an opening balance of $317 mitbdre supplemented by a required payment of $lllmand ai
extraordinary maximum deposit of $68 million froorlus 1997-98 monies.

In recent years, State actions affecting the lef/ebceipts and disbursements, as well as theévelstrength of the State and regional
economy, actions of the Federal government and ddlctors, have created structural gaps for theeStdnese gaps resulted from a significant
disparity between recurring revenues and the ajstgintaining or increasing the level of support $tate programs. As noted, the 1997-98
enacted budget combines significant tax and progeatactions which will, in the current and futureays, lower both the recurring receipts
base (before the effect of any economic stimulosfsuch tax reductions) and the historical annt@hth in State program spending.
Notwithstanding these changes, the State can eigpeontinue to confront structural deficits indfta years

One major uncertainty to the 1997-98 State Finditen continues to be risks related to the econangd/tax collections, which could
produce either favorable or unfavorable varianegind the balance of the year. It is possible thaént changes could produce slower
economic growth and a deterioration in State rasefn additional risk to the 19998 State Financial Plan arises from the potentiglct of
certain litigation now pending against the Statkiclv could produce adverse effects on the Statejeqiions of receipts and disbursements.

1998-99 Fiscal Year. General Fund receipts in 1998ill reflect the initial phases of the STAR peoty tax reduction program as well as
continuing impact of other 1997 and earlier taxucttbn accomplishments. In addition, the 1998-98dait reflects several tax reduction
proposals that will reduce receipts available ®@&eneral Fund by about $700 million during thedig/ear. Recurring growth in the State
General Fund tax base is projected to be nearlgéfiig 1998-99. That growth rate is lower than tgtieved in 1996-97 or currently
estimated for 1997-98 and roughly equivalent torétie experienced in 1995-96. Total General Fundipés for 1998-99 are projected at
$36.22 hillion, an increase of more than $1 billfoam the revised 1997-98 estimate. The largestcsoof receipts is the sales and use tax
which accounts for nearly 80% of projected receipts

Total General Fund spending in the 1998-99 ExeeuBiudget is projected to increase $1.02 billio2.89% from the current year. The
average annual increase since 1994-95 is 1.85%.rate is below the rate of inflation and much lotha@n the average annual increase of
5.4% prior to 1994-95. Education's recommendedesbiGeneral Fund spending is 30% in 1998-99 aimdical justice spending is 6.5%.
Medicaid and welfare spending growth has been edlueflecting Medicaid and welfare reforms impleneel since 1995.

The 1998-99 Financial Plan includes approximatél® fillion in non-recurring resources, the lowestjgcted level ever recorded. In fiscal
year 198-87 through 1994-95, the average annual level eftamers was approximately $819 million.

The projected 1998-99 closing fund balance of $5@dlon in the General Fund is composed of moniedilable in the TSRF and the CRF.
An additional deposit of $35 million will supplemtehe $65 million balance in the CRF, increasingt dimount available for possible
litigation risks to $100 million in 1998-99.

On November 16, 1993, the Court of Appeals, théeStaighest court, affirmed the decision of a loaa@urt in three actions, which declared
unconstitutional State actuarial funding methodgdfetermining State and local contributions to $@te employee retirement system.
Following the decision, the State Comptroller depeld a plan to phase in a constitutional fundinthogt and to restore prior funding levels
of the retirement systems over a four-year peflde plan is not expected to require the State teenaaditional contributions with respect to
the 1993-94 fiscal year nor to materially and adebraffect the State's financial condition theterafThrough fiscal year 1998-99, the State
expects to contribute $643 million more to theregtient plans that would have been required unéepriior funding method.

Future Fiscal Years. There can be no assurancéhih&tate will not face substantial potential ketdgaps in the future resulting from a
significant disparity between tax revenues projgdétem a lower recurring receipts base and thedipgrrequired to maintain State progra



at current levels. To address any potential budgétebalance, the State may need to take signifiaations to align recurring receipts and
disbursements.

Indebtedness. As of March 31, 1997, the total arhofilong-term State general obligation debt auttest but unissued stood at $2.767
billion. As of the same date, the State had appnaktly $5.03 billion in outstanding general obligatdebt, including $294 million of Bond
Anticipation Notes ("BANS") outstanding.

As of March 31, 1997, $22.499 billion of bondspisd in connection with lease-purchase and conthohligation financings of State capital
programs, were outstanding. The total amount atantling State-supported debt as of March 31, ¥887$32.766 billion. As of March 31,
1997, total State-related debt (which includesStete-supported debt, moral obligation and ce#ier financings and State-guaranteed
debt) was $37.114 billion.

The State anticipates that its borrowings for @itirposes during the State's 1997-98 fiscal wdaconsist of $605 million in general
obligation bonds and BANS and $140 million in geth@bligation commercial paper. The Legislature &las authorized the issuance of $
million in certificates of participation (includingpsts of issuance, reserve funds and other ahstis)g the State's 1997-98 fiscal year for
equipment purchases. The projection of the Staferding its borrowings for the 1997-98 fiscal yeay change if actual receipts fall short of
State projections or if other circumstances require

In June 1990, legislation was enacted creatingNéhe York Local Government Assistance CorporatidiGAC"), a public benefit
corporation empowered to issue long-term obligatimnfund certain payments to local governmentiticaally funded through the State's
annual seasonal borrowing. As of June, 1995, LGAGibsued bonds and notes to provide net procdeisobillion, and has been
authorized to issue its bonds to provide net prdseé up to $529 million during the State's 1995fi96al year to redeem notes sold in June
1995. The LGAC program was completed in 1995-96 wit issuance of the last installment of authdrizend sales. As of March 31, 1997,
$5.239 hillion remained outstanding of the LGAC.

Ratings. Moody's rating of the State's generalgalion bonds is Aa2 and S&P's rating is A. Previgudoody's lowered its rating to A on
June 6, 1990, its rating having been Al since May1®886. S&P's previous rating was A- on Januaryl®32. S&P's ratings were A from
March 1990 to January 1992, AAfrom August 1987 tarth 1990 and A+ from November 1982 to August 1987.

(2) The City and the Municipal Assistance Corpanatf"MAC"): The City accounts for approximately 418fthe State's population and
personal income, and the City's financial healfbas$ the State in numerous ways.

In response to the City's fiscal crisis in 197%, 8tate took a number of steps to assist the €itgturning to fiscal stability. Among other
actions, the State Legislature (i) created MACgsist with long-term financing for the City's shtwtm debt and other cash requirements and
(i) created the State Financial Control Board ({6entrol Board") to review and approve the Cityglgets and City four-year financial plans
(the financial plans also apply to certain Cityated public agencies (the "Covered Organizations"))

From 1993 to 1996, the rate of economic growtthan ity slowed substantially. The City's economipiovement significantly accelerated

in fiscal year 1997, resulting in an unusually higbross-the-board increase in tax receipts. Méitheoincrease can be traced to the
performance of the securities industry, but thg'€itconomy has produced gains in retail tradejsimy and in business services. In 1997, the
City experienced the largest private sector jolwginan the last 13 years.

Pursuant to State law, the City prepares a four-ggaual financial plan, which is reviewed and sed on a quarterly basis and which
includes the City's capital, revenue and expengieg@ions. The City is required to submit its fica plans to review bodies, including the
Control Board. If the City were to experience certdverse financial circumstances, including tbeuorence or the substantial likelihood
imminence of the occurrence of an annual operatefgit of more than $100 million or the loss otass to the public credit markets to
satisfy the City's capital and seasonal finan@guirements, the Control Board would be require®tate law to exercise certain powers,
including prior approval of City financial plans;gposed borrowings and certain contracts.

The City depends on the State for State aid boémédble the City to balance its budget and to eetsh requirements. If the State
experiences revenue shortfalls or spending incselasgond its projections during its 1997-98 fisedr or subsequent years, such
developments could result in reductions in proj@@&eate aid to the City. In addition, there cambessurance that State budgets in future
fiscal years will be adopted by the April 1 statytdeadline and that there will not be adversectffen the City's cash flow and additional
City expenditures as a result of such delays.

The Mayor is responsible for preparing the Citgsrfyear financial plan, including the City's curtrénancial plan. The City projections set
forth in its financial plan are based on variousuasptions and contingencies which are uncertainndrich may not materialize. Changes in
major assumptions could significantly affect théyGiability to balance its budget as required tate&Slaw and to meet its annual cash flow
and financing requirements. Such assumptions anting@ncies include the condition of the regioral éocal economies, the absence of
wage increases in excess of the increases assuritedinancial plan, employment growth, provisioinState and Federal aid and mandate
relief, State legislative approval of future Statelgets, levels of education expenditures as magdpgred by State law, adoption of future
City budgets by the New York City Council, and apl by the Governor or the State Legislature &edcboperation of MAC with respect
various other actions proposed in such financiahy



Attaining a balanced budget is also dependent tip@ICity's ability to market its securities sucdeltyg in the public credit markets. The

City's financing program for fiscal years 1996 thgh 1999 contemplates the issuance of $9.7 bitifageneral obligation bonds primarily to
reconstruct and rehabilitate the City's infrastuoetand physical assets and to make capital inwggtnin addition, the City issues revenue
and tax anticipation notes to finance its seasmoak capital requirements. The terms and succepsojécted public sales of City general
obligation bonds and notes will be subject to pilexgamarket conditions at the time of the salej @o assurance can be given that the credit
markets will absorb the projected amounts of putidind and note sales. Future developments congettménCity and public discussion of
such developments, the City's future financial semut other issues may affect the market for audgtg City general obligation bonds and
notes. If the City were unable to sell its genelaigation bonds and notes, it would be preventethfmeeting its planned operating and
capital expenditures.

1996-99 Financial Plan. On July 11, 1995, the Sitmitted to the Control Board the 1996-99 Findrfeian, which relates to the City, the
Board of Education and the City University of Newrk. The 1996-99 Financial Plan is based on thg'Céixpense and capital budgets for
the City's 1996 fiscal year, which were adoptediame 14, 1995, and sets forth proposed actionseb @ity for the 1996 fiscal year to close
substantial projected budget gaps resulting fronefathan projected tax receipts and other reveandgyreater than projected expenditures.
In addition to substantial proposed agency exparaliteductions and productivity, efficiency anddamitiatives negotiated with the City's
labor unions, the 1996-99 Financial Plan reflectgrategy to substantially reduce spending fortlentients for the 1996 and subsequent fiscal
years.

1998-2002 Financial Plan. In January, 1998, the NMevk City mayor announced the City's FinancialrPfier Fiscal Years 1998-2002. For
the second year in a row, the New York City fouasyBnancial plan contains a record surplus of nmbes $1 billion. Since the adoption of
the fiscal year 1998 budget, the City is now fosticg additional resources of $3.1 billion. Approately 73% will be used to reduce the out-
year gaps, 19% will fund targeted educational, isuddfety and other initiatives, and 8% will be dise reduce taxes furthe

To reduce the out-year gaps, the City has impdsedlfdiscipline on the rate of growth of City sgemg which has, over the last four years,
been held below the rate of inflation. For fiscahy 1999, the proposed City-funded spending ineredis be held to 0.6%. The budget
stabilization account, established for the finstdiin 1997, will be maintained in fiscal year 138%210 million with an additional $210
million created for fiscal year 2000. As a restlttos fiscal planning, the out-year gaps have baérin half compared to six years ago: fiscal
year 1993 was $13.3 billion and fiscal year 199865 billion.

According to recent staff reports, while econongicavery in New York City has been slower than imeotregions of the country, a surge in
Wall Street profitability resulted in increased taxvenues and generated a substantial surplusddCity in City fiscal year 1996-97.

Although several sectors of the City's economy teymanded recently, especially tourism and busiardgrofessional services, City tax
revenues remain heavily dependent on the contiptafitability of the securities industry and theucse of the national economy. These
reports have also indicated that recent City buglgate been balanced in part through the use ofemnring resources; that the City's
Financial Plan tends to rely on actions outsidéliitsct control; that the City has not yet brouighiong-term expenditure growth in line with
recurring revenue growth; and that the City is effiene likely to continue to face substantial gapsueen forecast revenues and expenditures
in future years that must be closed with reducgukeditures and/or increased revenues.

Given the foregoing factors, there can be no asserthat the City will continue to maintain a baled budget, or that it can maintain a
balanced budget without additional tax or otheereie increases or reductions in City services, lwbiuld adversely affect the City's
economic base.

Litigation. The City is a defendant in a signifitamumber of lawsuits. Such litigation includes, uhot limited to, actions commenced and
claims asserted against the City arising out @galtl constitutional violations, torts, breachesaritracts, and other violations of law and
condemnation proceedings. While the ultimate outcamd fiscal impact, if any, on the proceedings@aiins are not currently predictable,
adverse determinations in certain of them mighelawmaterial adverse effect upon the City's alititgarry out its financial plan. The 1996-
99 Financial Plan includes provisions for judgmeartd claims of $279 million, $236 million, $251 hwh and $264 million for the 1996
through 1999 fiscal years, respectively.

Ratings. As of March 1996, Moody's rating of théyGigeneral obligation bonds stood at Baal. S&Bsent rating of the City's general
obligation bonds is BBB+. S&P's previous ratinglod City's general obligation bonds was A-.

On July 10, 1995, S&P revised downward its ratingdity general obligation bonds from A- to BBB+ ameiinoved City bonds from
CreditWatch. S&P stated that "structural budgebadance remains elusive because of persistentessfin the City's economy, highlighted
by weak job growth and a growing dependence omisterically volatile financial services sector.ther factors identified by S&P in
lowering its rating on City bonds included a tresfdising one-time measures, including debt refilegs; to close projected budget gaps,
dependence on unratified labor savings to helpnisaldinancial plans, optimistic projections of attdial Federal and State aid or mandate
relief, a history of cash flow difficulties causbky State budget delays and continued high debtdekéch IBCA Inc. (formerly Fitch
Investors Service, L.P.) continues to rate the Gégeral obligation bonds A-.

On February 11, 1991, Moody's had lowered its gatiom A. Previously, Moody's had raised its ratiocA in May 1988, to Baal in
December 1986, to Baa in November 1983 and to B&lovember 1981. S&P had raised its rating to ANavember 1987, to BBB+ in July
1985 and to BBB in March 1981.

Indebtedness. As of June 30, 1997, the City ha@i7#3billion of outstanding debt service of which%Ib billion was net lor-term



indebtedness.

(3) The State Agencies: Certain Agencies of théeStave faced substantial financial difficultiesiethcould adversely affect the ability of
such Agencies to make payments of interest onpandipal amounts of, their respective bonds. Tificdlties have in certain instances
caused the State (under so-called "moral obligafioovisions which are non-binding statutory promiss for State appropriations to maintain
various debt service reserve funds) to appropfiatds on behalf of the Agencies. Moreover, it ipeoted that the problems faced by these
Agencies will continue and will require increasimgounts of State assistance in future years. [eadfithe State to appropriate necessary
amounts or to take other action to permit thosenkigs having financial difficulties to meet thebligations could result in a default by one
or more of the Agencies. Such default, if it wayetcur, would be likely to have a significant acheeeffect on investor confidence in, and
therefore the market price of, obligations of tieéadiiting Agencies. In addition, any default in pgnt on any general obligation of any
Agency whose bonds contain a moral obligation gmiowi could constitute a failure of certain condidhat must be satisfied in connection
with Federal guarantees of City and MAC obligatiansl could thus jeopardize the City's long-ternafficing plans.

(4) State Litigation: The State is a defendantumarous legal proceedings pertaining to matteigémtal to the performance of routine
governmental operations. Such litigation includmg,is not limited to, claims asserted againstStage arising from alleged torts, alleged
breaches of contracts, condemnation proceedingsptiier alleged violations of State and Federasldncluded in the State's outstanding
litigation are a number of cases challenging thestitutionality or the adequacy and effectivendss wariety of significant social welfare
programs primarily involving the State's mental ileyg programs. Adverse judgments in these matexerglly could result in injunctive
relief coupled with prospective changes in pat@nt which could require substantial increasedfiimay of the litigated programs in the
future.

The State is also engaged in a variety of claimereih significant monetary damages are sought987 la civil rights claim alleging
intentional school segregation in Yonkers has teduh a $9 million judgment for plaintiffs thatetState must pay.

Adverse developments in the foregoing proceedimgew proceedings could adversely affect the fir@rmmondition of the State in the futu

(5) Other Municipalities: Certain localities in ation to New York City could have financial problsrteading to requests for additional State
assistance and the need to reduce their spendingrease their revenues. The potential impacherBtate of such actions by localities is not
included in projections of State receipts and egjiares in the State's 1997-98 fiscal year.

Fiscal difficulties experienced by the City of Yak ("Yonkers") resulted in the re-establishmerthefFinancial Control Board for the City
of Yonkers (the "Yonkers Board") by the State i849The Yonkers Board is charged with oversighheffiscal affairs of Yonkers. Future
actions taken by the Governor or the State Legistad assist Yonkers could result in increaseteStapenditures for extraordinary local
assistance.

Beginning in 1990, the City of Troy experiencedceaes of budgetary deficits that resulted in thal@sshment of a Supervisory Board for the
City of Troy in 1994. The Supervisory Board's posverere increased in 1995, when Troy MAC was cretdetlp Troy avoid default on
certain obligations. The legislation creating TM®C prohibits the City of Troy from seeking fedetsnkruptcy protection while Troy MA
bonds are outstanding. Troy MAC has issued boneééféat a restructuring of the City of Troy's olaligpns.

Eighteen municipalities received extraordinary stasice during the 1996 legislative session thr&&ghmillion in special appropriations
targeted for distressed cities, aid that was Igrgehtinued in 1997. Twenty-eight municipalities acheduled to share the more than $32
million in targeted unrestricted aid allocatedhe t1997-98 budget. An additional $21 million wi# Hispersed among all cities, towns and
villages, a 3.97% increase in General Purpose Bidte

Municipalities and school districts have engageslubstantial short-term and long-term borrowingsl995, the total indebtedness of all
localities in the State other than New York Citysnapproximately $19.0 billion. Approximately $102n8lion of that indebtedness
represented borrowing to finance budgetary defaiid was issued pursuant to State enabling leigisleBtate law requires the Comptroller to
review and make recommendations concerning thedisayg those local government units other than Newk City authorized by State law
to issue debt to finance deficits during the pettoat such deficit financing is outstanding. Eigdntéocalities had outstanding indebtednes:
deficiting financing at the close of their fiscaar ending in 1995.

From time to time, Federal expenditure reductiomda reduce, or in some cases eliminate, Fedendlifig of some local programs and
accordingly might impose substantial increased edjtere requirements on affected localities. If 8tate, New York City or any of the
Agencies were to suffer serious financial diffioestjeopardizing their respective access to thdipuatedit markets, the marketability of notes
and bonds issued by localities within the Stateluicing notes or bonds in the New York Trust, cduddadversely affected. Localities also
face anticipated and potential problems resultiogifcertain pending litigation, judicial decisiom#d long-range economic trends. The long
range potential problems of declining urban popaitatincreasing expenditures, and other econoraitdis could adversely affect localities
and require increasing State assistance in thesfutu

(6) Other Issuers of New York Municipal Obligatiofifiere are a number of other agencies, instrurtigegaand political subdivisions of the
State that issue Municipal Obligations, some ofalthihay be conduit revenue obligations payable foayments from private borrowers.
These entities are subject to various economie i@skd uncertainties, and the credit quality ofsbeurities issued by them may vary
considerably from the credit quality of obligatidmescked by the full faith and credit of the Sti



North Carolina Risk Factors

See "Portfolio" in Prospectus Part | for a listleé Bonds included in the North Carolina Trust. poetions of the following discussion
regarding the financial condition of the State ganeent may not be relevant to general obligatioreeenue bonds issued by political
subdivisions of the State. Those portions and ¢leians which follow regarding the economy of that& are included for the purpose of
providing information about general economic cands that may or may not affect issuers of the N@arolina Bonds. None of the
information is relevant to Bonds issued by teri@sror possessions of the United States that maycheded in the portfolio of the North
Carolina Trust.

General obligations of a city, town or county inrtfioCarolina are payable from the general reveofiéise entity, including ad valorem tax
revenues on property within the jurisdiction. Revetvonds issued by North Carolina political sutsdons include (1) revenue bonds payable
exclusively from revenue-producing governmentakgmises and (2) industrial revenue bonds, coleegkhospital revenue bonds and other
"private activity bonds" which are essentially ngmvernmental debt issues and which are payableigixely by private entities such as non-
profit organizations and business concerns ofiadiss State and local governments have no obligatigrovide for payment of such private
activity bonds and in many cases would be legaibhibited from doing so. The value of such privatéivity bonds may be affected by a
wide variety of factors relevant to particular lbtas or industries, including economic developtsesutside of North Carolina. In addition,
the Trust is concentrated in Bonds of North Caeolssuers and is subject to additional risk frorordased diversification as well as factors
that may be particular to North Carolina or, in tase of revenue bonds payable exclusively fronapeiparty revenues or from specific state
non-tax revenue, factors that may be particuldhéorelated activity or payment party.

Section 23-48 of the North Carolina General Statafgpears to permit any city, town, school distgounty or other taxing district to avail
itself of the provisions of Chapter 9 of the Unitgthtes Bankruptcy Code, but only with the conséthie Local Government Commission of
the State and of the holders of such percentageroentages of the indebtedness of the issueraden@quired by the Bankruptcy Code (if
any such consent is required). Thus, although ditioihs apply, in certain circumstances politicdldiuisions might be able to seek the
protection of the Bankruptcy Code.

State Budget and Revenues. The North Carolina Ststitution requires that the total expenditwkthe State for the fiscal period covered
by each budget not exceed the total of receiptimguhe fiscal period and the surplus remaininthimm State Treasury at the beginning of the
period. In November 1996, the voters of the Stpf@a@ved a constitutional amendment giving the Gowethe power to veto certain
legislative matters, including budgetary matters.

Since 1994, the State has had a budget surplpssiras a result of new taxes and fees and spenglifugtions put into place in the early
1990's. In addition, the State, like the natiors @sperienced economic recovery during the 19%0s.State budget is based upon estimated
revenues and a multitude of existing and assumete &hd non-State factors, including State an@maltieconomic conditions, international
activity and federal government policies and legieh. The unreserved General Fund balance at3unk997, the end of the 1996-97 fiscal
year was approximately $292.2 million, and the me=g balance of the General Fund was approxim&@s9.8 million.

In 1995, the North Carolina General Assembly repaatffective for taxable years beginning Januai}995, the tax levied on various forms
of intangible personal property. The legislatureviied specific appropriations to counties and roipalities from state revenues to replace
the revenues those political subdivisions previpusteived from intangibles tax revenue. In additio the 1996 session the legislature
reduced the corporate income tax rate from 7.75%3% (phased in over four years), reduced the fandrom 4% to 3%, and eliminated
most privilege license taxes as of January 1, 1887 result of the comprehensive tax reductiores)etal Fund tax collections for 1995-96
grew by only 1.0% over 1994-95, as opposed to th&@rowth that would have occurred if such measheal not been taken.

In the 1996-97 Budget prepared by the Office oféSBudget and Management, it was projected thae@éfund net revenues would
increase 3% over 1995-96. In fact, actual Genaratifhet revenues for 1996-97 increased 8.3% 0v@5-26. This increase resulted prima
from growth in the North Carolina economy, whickuked in increased personal and corporate incamesteipts.

It is unclear what effect these developments aBtiage level may have on the value of the BondedrNorth Carolina Trust.

Litigation. The following are cases pending in whtbe State faces the risk of either a loss ofmageor an unanticipated expenditure. In the
opinion of the Department of State Treasurer, arees® decision in any of these cases would notriaiyeadversely affect the State's ability
to meet its financial obligations.

Leandro, et. al. v. State of North Carolina andeSBoard of Education -- In May, 1994, students bodrds of education in five counties in
the State filed suit in state Superior Court retjogsa declaration that the public education systéiorth Carolina, including its system of
funding, violates the North Carolina Constitutionfhiling to provide adequate or substantially dagehicational opportunities and denying
due process of law, and violates various statuiesimg to public education.

On July 24, 1997, the North Carolina Supreme Cigstted a decision in the case. The Court uphelgréngent funding system against the
claim that it unlawfully discriminated against lavealth counties on the basis that the Constitudimes not require substantially equal func
and educational advantages in all school distridte. Court remanded the case for trial on the cfaimelief based on the Court's conclusion
that the Constitution guarantees every child ofstta¢e an opportunity to receive a sound basicaducin North Carolina public schools.

Five other counties intervened and now allege ddin relief on behalf of their students' rightsatesound basic education on the basis of the
high proportion of «risk students in their counties' systems. The NGdholina Attorney General's Office believes thairgd legal argumen



support the State's position on the outstandingnsla

Francisco Case -- In August, 1994, a class acdwsuit was filed in state court against the Supenident of Public Instruction and the State
Board of Education on behalf of a class of parantstheir children who are characterized as limiadlish proficient. The complaint alleges
that the State has failed to provide funding fer ¢ducation of these students and has failed tergigp local school systems in administering
programs for them. The complaint does not allegaraaunt in controversy, but asks the Court to otidedefendants to fund a
comprehensive program to ensure equal educati@palrtunities for children with limited English pioency. Discovery is underway, but no
trial date has been set. The North Carolina Attpi@General's Office believes that sound legal arqumsupport the State's position.

Faulkenbury v. Teachers' and State Employees'dRetint System; Peele v. Teachers' and State Emgldyetrement System; Woodward v.
Local Governmental Employees' Retirement Systeliaintiffs are disability retirees who brought dasctions in state court challenging
changes in the formula for payment of disabilitiiresnent benefits and claiming impairment of coatméghts, breach of fiduciary duty,
violation of other federal constitutional rightsidaviolation of state constitutional and statutoghts. The Superior Court issued an order
ruling in favor of plaintiffs. The Order was affied by the North Carolina Supreme Court. A detertioneof the actual amount of the State's
liability and the payment process is being deteedihy the parties. The plaintiffs have submittedwioentation to the court asserting that the
cost in damages and higher prospective benefit paysrto the plaintiffs and class members would arhtau$407 million. These amounts
would be payable from the funds of the Retiremgatesns.

The Bailey Case -State and local government retirees filed a casion suit in 1990 as a result of the repeal efititome tax exemptions 1
state and local government retirement benefits.drfggnal suit was dismissed after the North Car@ISupreme Court ruled in 1991 that the
plaintiffs had failed to comply with state law réguments for challenging unconstitutional taxes trelUnited States Supreme Court denied
review.

In 1992, many of the same plaintiffs filed a newdait alleging essentially the same claims, inalgdireach of contract, unconstitutional
impairment of contract rights by the State in tgxoenefits that were allegedly promised to be tee@pt, and violation of several state
constitutional provisions. Thereafter, taxpayesadiled additional lawsuits claiming refunds of@me taxes paid for tax years through 1996.
In May 1995, the trial court found that the repefathe tax exemption for state and local governmetitement benefits that were vested
before August 1989 was unlawful and that such benefmain exempt from income taxation.

The North Carolina Supreme Court allowed discretignmeview, and handed down its decision on Mai9®8, upholding the decision of the
trial court. Potential refunds and interest aréngtied by the State to be $352.68 million througdt@&nber 31, 1997, with respect to refunds,
and through June 30, 1998, with respect to intetddtil this matter is resolved, any additionalgrtttal refunds and interest will continue to
accrue. In addition to refunds and interest, tlaeSuill be unable to continue to tax the applieatettirement benefits, thus reducing future
revenue. The case was remanded by the North Cardlipreme Court for administration and further tgde carry out the decision. Under
the initial order of the trial judge, the State Wwbaffset its liabilities to improperly taxed resgs by allowing tax credits to eligible retirees
who are deceased, no longer residents of the $tategho have no tax liability, to be paid in whadesuch retirees or their estates.

At present, no decision has been made by the &sditewhether it will seek review of the North Qera Supreme Court's decision by the
United States Supreme Court or request the Nortbli@a Supreme Court to reconsider its decisiorer€his no assurance that either of such
actions would be successful.

Patton v. State -- Federal retirees filed a claism suit in Wake County Superior Court in 199Blsag monetary relief for taxes paid since
1989. This case was brought in anticipation ofvaffable outcome for the plaintiffs in the BaileyseaThe federal retirees allege that a result
in the Bailey case that exempts State and lociaéneent benefits from State income taxes would ireca similar exemption for federal
retirement benefits under the United States Supemeat's 1989 decision in Davis v. Michigan. In Bathe United States Supreme Court
ruled that a Michigan income tax statute that tafeelral retirement benefits while exempting thpakl by state and local governments
violated the constitutional doctrine of intergouwaental tax immunity. At the time of the Davis déais North Carolina law contained similar
exemptions in favor of state and local retireesoSEhexemptions were repealed prospectively, beggnnith the 1989 tax year, by the act of
the General Assembly held unconstitutional in BailEhe Patton case was being held in abeyance pgtiti outcome in Bailey. Now that
Bailey has been decided, the case is expectedbteed. Potential refunds and interest are estinigtélde State to be $702.36 million throt
December 31, 1997, with respect to refunds, araugir June 30, 1998, with respect to interest. Wl matter is resolved, any additional
potential refunds and interest have continued atic¢c@ntinue to accrue.

Smith, et al. v. Offerman and State of North Camaliet. al. -- This class action is related tgdition in Fulton Corporation v. Faulkner, 516
U.S. 325, 133 L.Ed.2d 796 (1995), a case filed bingle taxpayer relating to the State's intangildex. On July 7, 1995, while the Fulton ¢
was pending before the United States Supreme GberGmith class action was commenced on behalf other taxpayers who had
complied with the requirements of the tax refuradige N.C.G.S. 105-267, and would therefore beledtio refunds if Fulton prevailed on its
refund claim. These original plaintiffs were latersignated Class A when a second group of planitiffre added. The new class,
denominated Class B, consisted of taxpayers wh@hatthe tax but failed to comply with the taxued statute. On February 21, 1996, the
United States Supreme Court held in Fulton thaSttage's intangibles tax on shares of tax (by tepraled) violated the Commerce Claus
the United States Constitution because it discrateid against stock issued by corporations thatlaw part of their business outside of No
Carolina. It remanded the case to the North Caadlinpreme Court to consider remedial issues inoduahether the offending provision in
the statute (the taxable percentage deductionsererable.

On February 10, 1997, the Supreme Court of Nortfol@e in the Fulton remand proceeding severedakable deduction provision ai



invited the General Assembly to determine the gppate remedy for the discriminatory tax treatmefneligible taxpayers who paid the tax
but did not benefit from the deduction. While ther@ral Assembly considered the remedial issuesd#ig the Fulton remand, the Smith
plaintiffs moved for judgment on their refund clan®©n June 11, 1997, the trial judge in Smith a¥deefunds to be made for tax years 1991-
1994 to the Class A plaintiffs and dismissed thas€IB claims. Refunds to Class A taxpayers, t@approximately $120,000,000, have
substantially been paid, with interest. The Clagddntiffs appealed, and their appeal is pendmthe North Carolina Court of Appeals. The
decision in Bailey that overruled prior decisiopguiring a taxpayer to pay the tax and file a @iotégthin thirty (30) days may have an
adverse impact on the outcome of this case.

Shaver v. Boyles, Refrow, and State of North Caeok This class action was filed on January 18818y intangibles taxpayers who paid
intangibles tax on shares of stock for tax yea@01P994 and did not receive refunds because thiegfep meet the tax refund statute
requirements. These are the same taxpayers asEC[amtiffs in Smith, but they claim refund etginent under an alleged alternative the
They claim refunds of approximately $131,750,000téx years 1991-1994 and $80,000,000 for tax $680.

In the opinion of the Department of the State Tueas the decision in the Bailey case, if it becsrfieal, and any adverse decisions in the
Patton and Smith cases, should an adverse detisicendered, will not materially adversely afféat State's ability to meet its financial
obligations in view of the State's ongoing finahsiaength and of the current status of its finandecluding its budget stabilization reserve of
$500 million. Also, as of March 31, 1998, in addlitito the State's beginning unreserved General Balahce of $315 million, the State has
realized $585 million in revenues in excess of exiiteres in the General Fund.

The State is involved in numerous other claimslagdl proceedings, many of which normally occug@vernmental operations; however,
North Carolina Attorney General does not expectalte other outstanding lawsuits to materiallyerdely affect the State's ability to m:
its financial obligations.

General. The population of the State has incre&8&6from 1980, from 5,895,195 to 6,656,810 as teypldoy the 1990 federal census, and
the State rose from twelfth to tenth in populatidhe State's estimate of population as of July7199,436,690. Notwithstanding its rank in
population size, North Carolina is primarily a dustate, having only six municipalities with poptides in excess of 100,000.

The labor force has undergone significant changmgduecent years as the State has moved from geculigral to a service and goods
producing economy. Those persons displaced by faechanization and farm consolidations have, indangasure, sought and found
employment in other pursuits. Due to the wide disjp@ of non-agricultural employment, the peopleehbeen able to maintain, to a large
extent, their rural habitation practices. During gferiod 1980 to 1996, the State labor force gheeut33% (from 2,855,200 to 3,796,200).
Per capita income during the period 1985 to 19@6vdrom $11,870 to $22,010, an increase of 85.4%.

The current economic profile of the State congi$ts combination of industry, agriculture and teuri As of July 1997, the State was
reported to rank tenth among the states in norcalural employment and eighth in manufacturing Eayment. Employment indicators have
varied somewhat in the annual periods since Jui®@d, but have demonstrated an upward trend 4i@@&. The following table reflects the
fluctuations in certain key employment categories.

Category (All seasonally Adjusted) June 1993 June 1994 June 1995 June 1996 June 1997

Civilian Labor Force 3,504,000 3,560,000 3,578,000 3,704,000 3,797,000

Nonagricultural Employment 3,203,400 3,358,700 3,419,100 3,506,000 3,620,300

Goods Producing Occupations

(mining, construction and manufacturing) 993,600 1,021,500 1,036,700 1,023,800 1,041,000

Service Occupations 2,209,800 2,337,200 2,382,400 2,482,400 2,579,300

Wholesale/Retail Occupations 723,200 749,000 776,900 809,100 813,500

Government Employees 515,400 554,600 555,300 570,800 579,600

Miscellaneous Services 676,900 731,900 742,200 786,100 852,500

Agricultural Employment 88,400 53,000 53,000 53,000 not availa ble

The seasonally adjusted unemployment rate in 2@y vas estimated to be 3.7% of the labor forcepaspared with 4.8% nationwide.

North Carolina's economy continues to benefit feombrant manufacturing sector. Manufacturing firamsploy approximately 24% of tt

total non-agricultural workforce. North Carolinashthe second highest percentage of manufacturimger®in the nation. The State's annual
value of manufacturing shipments totals $142 billimnking the State eighth in the nation. TheeSteds the nation in the production of
textiles, tobacco products, furniture and fiberogtible, and is among the largest producers ohpdaguticals, electronics and
telecommunications equipment. More than 700 intéwnal firms have established a presence in thiee Stharlotte is now the second largest
financial center in the country, based on assebmoks headquartered there. The strength of the'Staanufacturing sector also supports the
growth in exports; the latest annual statisticsasB8.76 billion in exports, making North Carolinaeoof the few states with an export trade
surplus.

In 1996, the State's gross agricultural incomeeairly $8.0 billion placed it eighth in the nationgross agricultural income. The State ranks
third in the nation in net farm income. Accordimgthe State Commissioner of Agriculture, in 199@ State ranked first in the nation in the

production of flue-cured tobacco, total tobaccokeys and sweet potatoes; second in hog productiout, and the production of cucumbers

for pickles; third in the value of net farm incomeultry and egg products, and greenhouse and urssyme; fourth in commercial broilers,
peanuts, blueberries and strawberries; and fifthuiey tobaccc



The diversity of agriculture in North Carolina aadontinuing push in marketing efforts have praddarm income from some of the wide
variations that have been experienced in otheestahere most of the agricultural economy is depahdn a small number of agricultural
commodities. North Carolina is the third most déieed agricultural state in the nation.

Tobacco production, which had been the leadingcgoaf agricultural income in the State, declined995. The poultry industry is now the
leading source of gross agricultural income, at 2806 the pork industry provides 22% of the totaiaultural income. Tobacco farming in
North Carolina has been and is expected to contimbe affected by major Federal legislation amglilgtory measures regarding toba
production and marketing and by international catitipa. The tobacco industry remains important tartd Carolina providing approximate
13% of gross agricultural income.

The number of farms has been decreasing; in 199 there approximately 57,000 farms in the Stadesdfrom approximately 72,000 in
1987 (a decrease of about 20% in ten years). Haweawsrong agribusiness sector supports farmetsfasim inputs (agricultural chemicals
and fertilizer, farm machinery, and building supp)iand processing of commodities produced by femifvegetable canning and cigarette
manufacturing). North Carolina's agriculture indysincluding food, fiber and forest products, atimites over $45 billion annually to the
State's economy.

The North Carolina Department of Commerce, Trawel &ourism Division, indicates that travel and isor is increasingly important to the
State's economy. Travel and tourism's $9.8 biioanomic impact in 1996 represents a 6.5% increase1995. The North Carolina travel
and tourism industry directly supports 167,100 jobd.7% of total non-agricultural employment.

Bond Ratings. Currently, Moody's rates North Ca@lgeneral obligation bonds as Aaa and Standardd¥'$rates such bonds as AAA.
Standard & Poor's also reaffirmed its stable oltlimo the State in June 1996. Standard & Poor'srtethat North Carolina's rating reflects
the State's strong economic characteristics, sboadcial performance, and low debt levels.

The Sponsor believes the information summarizedeblescribes some of the more significant evetasimg to the North Carolina Trust.
The sources of this information are the officiatstents of issuers located in North Carolina,eStgencies, publicly available documents,
publications of rating agencies and statementsibgews reports of statements by State officiatbemployees and by rating agencies. The
Sponsor and its counsel have not independentljiegmny of the information contained in the officstatements and other sources and
counsel have not expressed any opinion regardamgdmpleteness or materiality of any matters caethin this Prospectus other than the
opinion in Prospectus Part I.

Ohio Risk Factors

The Ohio Trust will invest most of its net assetseécurities issued by or no behalf of (or in fieates of participation in lease-purchase
obligations of) the State of Ohio, political subidions of the State, or agencies or instrumengalitif the State or its political subdivisions
("Ohio Obligations"). The Ohio Trust is thereforgsseptible to general or particular economic, palitor regulatory factors that may affect
issuers of Ohio Obligations. The following inforriwat constitutes only a brief summary of some ofrtieny complex factors that may have
an effect. The information does not apply to "cdtidebligations on which the public issuer itsedshno financial responsibility. This
information is derived from official statementsagfrtain Ohio issuers published in connection witkirtissuance of securities and from other
publicly available information, and is believeda® accurate.

No independent verification has been made of artfiefollowing information

Generally, creditworthiness of Ohio Obligationdaxfal issuers is unrelated to that of obligatiohthe State itself, and the State has no
responsibility to make payments on those localgattions. There may be specific factors that atiqddr times apply in connection with
investment in particular Ohio Obligations or in $kabligations of particular Ohio issuers. It isgible that the investment may be in
particular Ohio Obligations, or in those of partaussuers, as to which those factors apply. H@arethe information below is intended only
as a general summary, and is not intended as asgisn of any specific factors that may affect pasticular obligation or issuer.

The timely payment of principal of and interest@hio Obligations has been guaranteed by bond inserpurchased by the issuers, the Ohio
Trust or other parties.

Ohio is the seventh most populous state. The 1¥3( count of 10,847,000 indicated a 0.5% popmaticrease from 1980. The Census
estimate for 1996 is 11,173,000.

While diversifying more into the service and othen-manufacturing areas, the Ohio economy contitmealy in part on durable goods
manufacturing largely concentrated in motor velsidad equipment, steel, rubber products and holgsappliances. As a result, general
economic activity, as in many other industriallydi®ped states, tends to be more cyclical thawminesother states and in the nation as a
whole. Agriculture is an important segment of thereomy, with over half the State's area devotddriming and approximately 16% of total
employment in agribusiness.

In prior years, the State's overall unemploymet# veas commonly somewhat higher than the natidgaté. For example, the reported 1990
average monthly State rate was 5.7%, comparecetb.B8% national figure. However, for the last seyears, the State rates were below the
national rates (4.6% versus 4.9% in 1997). The yh@yment rate and its effects vary among geograpteas of the Stat



There can be no assurance that future nationabnalgor state-wide economic difficulties, and tkeulting impact on State or local
government finances generally, will not adverséfgct the market value of Ohio Obligations heldtie Ohio Trust or the ability of particular
obligors to make timely payments of debt servicémrlease payments relating to) those Obligations.

The State operates on the basis of a fiscal biemfou its appropriations and expenditures, andéglpded by law from ending its July 1 to
June 30 fiscal year ("FY") or fiscal biennium inleficit position. Most State operations are finahtteough the General Revenue Fund
("GRF"), for which personal income and sales-ugegaare the major sources. Growth and depletiddR¥ ending fund balances show a
consistent pattern related to national economiditimms, with the ending FY balance reduced dutéss favorable and increased during n
favorable economic periods. The State has welbésted procedures for, and has timely taken, resegsactions to ensure
resource/expenditure balances during less favoestiiromic periods. Those procedures included geaedaselected reductions in
appropriations spending.

The 1992-1993 biennium presented significant chghs to State finances, successfully addressealldw time to resolve certain budget
differences, an interim appropriations act was tatheffective July 1, 1991; it included GRF debt&® and lease rental appropriations for
the entire biennium, while continuing most otheprpriations for a month. Pursuant to the gengupt@priations act for the entire biennium,
passed on July 11, 1991, $200 million was transéefrom the Budget Stabilization Fund (BSF, a asth budgetary management fund) tc
GRF in FY 1992.

Based on updated results and forecasts in theeofithat FY, both in light of a continuing uncéntaationwide economic situation, there
was projected and then timely addressed, an FY iBalance in GRF resources and expenditures sjorese, the Governor ordered most
State agencies to reduce GRF spending in theilastanths of FY 1992 by a total of approximatel\8&Imillion; the $100.4 million BSF
balance, and additional amounts from certain dileds, were transferred late in the FY to the G&fg adjustments made in the timing of
certain tax payments.

A significant GRF shortfall (approximately $520 huih) was then projected for FY 1993. It was addeekby appropriate legislative and
administrative actions, including the Governordesing $300 million in selected GRF spending reinst and subsequent executive and
legislative action (a combination of tax revisi@ml additional spending reductions). The June 893 Ending GRF fund balance was
approximately $111 million, of which, as a firs¢gtto replenishment, $21 million was depositechnBSF.

None of the spending reductions were applied to@pfations needed for debt service or lease remgdditing to any State obligations. 1
1994-1995 biennium presented a more affirmativarfaial picture. Based on June 30, 1994 balancesdditional $260 million was

deposited in the BSF. The biennium ended June @), with a GRF ending fund balance of $928 milliohwhich $535.2 million was
transferred into the BSF. The significant GRF finadance, after leaving in the GRF an unreserveduadésignated balance of $70 million,
was transferred to the BSF and other funds inctyidizhool assistance funds and, in anticipatiorogsiple federal program changes, a human
services stabilization fund.

From a higher than forecast 1996-97 mid-bienniunt@ihd balance, $100 million was transferred fengntary and secondary school
computer network purposes and $30 million to a Séate transportation infrastructure fund. Approxieha$400.8 million served as a basis
for temporary 1996 personal income tax reductigggegating that amount. The 1996-97 biennium-en@Rgr fund balance was $834.9
million. Of that, $250 million went to school buiifdy construction and renovation, $94 million to #ulool computer network, $44.2 million
for school textbooks and instructional materiald ardistance learning program, and $34 milliom®BSF (which had a May 9, 1998 bala
of $862.7 million), and the $263 million balanceat&tate income tax reduction fund.

The GRF appropriations act for the 1997-98 biennivels passed on June 25, 1997, and promptly sigitt éelective vetoes) by the
Governor. All necessary GRF appropriations for &thbt service and lease rental payments thencpedjéor the biennium were included in
that act. Subsequent litigation increased the Ifigear 1999 GRF appropriation level for elementang secondary education, with the incr
to be funded in part by mandated small percentadections in State appropriations for various Sagencies and institutions. Expressly
exempt from those reductions are all appropriatfonslebt service, including lease rental payments.

The State's incurrence or assumption of debt withowote of the people is, with limited exceptiopmhibited by current State constitutional
provisions. The State may incur debt, limited inoamt to $750,000, to cover casual deficits or faiduin revenues or to meet expenses not
otherwise provided for. The Constitution expregsigcludes the State from assuming the debts ofcmay government or corporation. (An
exception is made in both cases for any debt ieduiw repel invasion, suppress insurrection orrdefhe State in war.)

By 14 constitutional amendments, approved from 1®2ate (the latest adopted in 1995), Ohio vaerhorized the incurrence of State debt
and the pledge to taxes or excises to its payndémilay 6, 1998, $1.06 billion (excluding certairghivay bonds payable primarily from
highway use receipts) of this debt was outstandihg. only such State debt at that date still aizkdrto be incurred were portions of the
highway bonds, and the following:

(&) up to $100 million of obligations for coal raseh and development may be outstanding at anyimee($28.2 million outstanding); (b)
$240 million of obligations previously authorizeat focal infrastructure improvements, no more tfi&80 million of which may be issued in
any calendar year ($945.5 million outstanding); ér)dip to $200 million in general obligation borfds parks, recreation and natural
resources purposes which may be outstanding ab@@yime ($88.6 million outstanding, with no mdnar $50 million to be issued in any
one year).

The electors in 1995 approved a constitutional atmemt extending the local infrastructure bond paag(authorizing an additional $1



billion of State full faith and credit obligations be issued over 10 years for the purpose), atitbering additional highway bonds (expected
to be payable primarily from highway use receipts$)e latter supersedes the prior $500 million @unding authorization, and authorizes not
more than $1.2 billion to be outstanding at anyet@md not more than $220 million to be issuedfiscal year.

The Constitution also authorizes the issuance a&ttSibligations for certain purposes, the ownershoth do not have the right to have
excises or taxes levied to pay debt service. Thpseial obligations include obligations issuedhm ©hio Public Facilities Commission and
the Ohio Building Authority, and certain obligat®issued by the State Treasurer, over $5.1 bitifomhich were outstanding at May 6, 1998.

The State estimates aggregate FY 1998 rental pagmader various capital lease and lease purcligseraents (as of May 6, 1998) to be
approximately $9.1 million. In recent years, Stgencies have also participated in transportatichcdfice building projects that may have
some local as well as State use and benefit, inexiion with which the State enters into lease lpase agreements with terms ranging fro

to 20 years. Certificates of participation, or spkabligation bonds of the State or a local ageacy issued that represent fractionalized
interests in or are payable from the State's guatied payments. The State estimates highest fEtiayments under those agreements (as of
May 6, 1998) to be approximately $30.7 million ¢dfich $27.2 million is payable from sources otheart the GRF, such as federal highway
money distributions). State payments under alldéragreements are subject to biennial approprigtieitis the lease terms being two years
subject to renewal if appropriations are made.

A 1990 constitutional amendment authorizes grestate and political subdivision participation (iding financing) in the provision of
housing. The General Assembly may for that purpagkorize the issuance of State obligations sedwyetpledge of all or such portion as it
authorizes of State revenues or receipts (but yatfledge of the State's full faith and credit).

A 1994 constitutional amendment pledges the fihfand credit and taxing power of the State totingecertain guarantees under the State's
tuition credit program which provides for purchageuition credits, for the benefit of State resitke guaranteed to cover a specified amount
when applied to the cost of higher education tait{@ 1965 constitutional provision that authoriztddent loan guarantees payable from
available State moneys has never been implemesped, from a "guarantee fund" approach funded éslberom program revenues.)

State and local agencies issue obligations thahayable from revenues from or relating to cerfaailities (but not from taxes). By judicial
interpretation, these obligations are not "debthimi constitutional provisions. In general, paymebligations under lease-purchase
agreements of Ohio public agencies (in which dediés of participation may be issued) are limiteduration to the agency's fiscal period,
and are renewable only upon appropriations beingena@ailable for the subsequent fiscal period.

Local school districts in Ohio receive a major port(statewide aggregate approximately 44% in recent yedr)eir operating moneys fro
State subsidies, but are dependent on local profzedes, and in 119 districts (as of May 6, 1998hT voter-authorized income taxes, for
significant portions of their budgets. Litigatiagimilar to that in other states, has been pendimstipning the constitutionality of Ohio's
system of school funding. The Ohio Supreme cowtduncluded that aspects of the system (includasichoperating assistance and the loan
program referred to below) are unconstitutional ardkered the State to provide for and fund a systemplying with the Ohio Constitution,
staying its order for a year (to March 1998) torpi¢time for responsive corrective actions. A snmalinber of the State's 612 local school
districts have in any year required special agsigtdo avoid yeaend deficits. A program has provided for schootritiscash need borrowir
directly from commercial lenders, with diversion&thate subsidy distributions to repayment if neeétent borrowings under this program
totaled $41.1 million for 28 districts in FY 199%71.1 million for 29 districts in FY 1995 (includjr$29.5 million for one), $87.2 million for
20 districts in FY 1996 (including $42.1 millionrfone), and $113.2 million for 12 districts in 19@7cluding $90 million to one for
restructuring its prior loans).

Ohio's 943 incorporated cities and villages relynarrily on property and municipal income taxestfogir operations. With other subdivisiol
they also receive local government support andgntgpax relief moneys distributed by the State.

For those few municipalities and school distritigtton occasion have faced significant financiabfgms, there are statutory procedures for a
joint State/local commission to monitor the fisaffhirs and for development of a financial plareliminate deficits and cure any defau
(Similar procedures have recently been extendedutaties and townships.) Since inception for mypailifies in 1979, these "fiscal
emergency"” procedures have been applied to 24 itid villages; for 18 of them, the fiscal situatwas resolved and the procedures
terminated (two villages and two cities are in pnghary "fiscal watch status"). As of May 6, 199Be 1996 school district "fiscal emergen
provision was applied to five districts and 11 wenrepreliminary "fiscal watch" status.

At present, the State itself does not levy ad \eatotaxes on real or tangible personal propertyse&haxes are levied by political subdivisions
and other local taxing districts. The Constitutias since 1934 limited to 1% of true value in moteyamount of the aggregate levy
(including a levy for unvoted general obligation$property taxes by all overlapping subdivisionhout a vote of the electors or a
municipal charter provision, and statutes limit #meount of that aggregate levy to 10 mills per Bassessed valuation (commonly referred to
as the "ten-mill limitation"). Voted general obligans of subdivisions are payable from propertyetathat are unlimited as to amount or rate.

Oklahoma Risk Factors

Economic Outlook. Oklahoma's economy has undergmmgficant diversification over the past two deesdSince the oil bust of the early
eighties, the State has broadened its economictbaséy less on petroleum and agriculture. Enatggendency has given way to an econu
structure, including manufacturing-driven growtthigh more closely resembles other state economiese have been sizable employment
increases in the State's manufacturing and sesec®rs over the past ten years, resulting in dymtion mix very similar to that of the nati



as a whole.

Mirroring the national economy, Oklahoma has begedencing one of the longest expansionary phissescent history. Current economic
performance is much better than that experienceidgithe mid1980s. As measured by Oklahoma's Gross State Rr&8@), the oil bust
the 1980s is over. The 1998 estimated real GSRyjiori-adjusted) is expected to surpass the 198duyst level to reach $70.1 billion, a 2.!
rise over 1997, compared with the national rat2.8%. All major sectors of the Stateeconomy, wliid éxception of mining, will improve in
1998.

The manufacturing sector leads this growth, witlestimated 7.5% increase in nominal manufacturi8@ @ot inflation-adjusted) in 1998.
Durable manufacturing, which comprises about 60%hisfsector, will grow by a robust 8.5%, while donable manufacturing will increase
by a more modest 5.9%. Services will expand to a$h4.312 billion in current output, an increasé&@% over 1997. The mineral industry,
however, is expected to decrease by 17.1% in 1®$8.053 billion. Any forecast for the mining seactoust be qualified by the historical
uncertainty of this sector, especially potentigtability in the world oil market.

For the past several years, Oklahoma has enjoyeddile economic gains, especially in employmeasdgi upon data through Third Qua
1997, the State's employment is projected to hawery2.9% in 1997, while the nation experienced2drowth for the same period.
Manufacturing employment lead the employment growtipecially in electrical and electronic equipment

Total non-farm wage and salary employment reachedad high 1.4 million in September 1997, up 88,fbbs or 2.8% from the previous
September. Nationally, employment increased by 2R%ng the same period. In 1998, the State's mimatyiral employment is expected to
increase by 2.2% or 30,000 jobs, again outpaciag#tional growth rate. Half of the new jobs arpezted to be in services, with another
4,900 in retail and wholesale trade, 3,700 in Sgateernment and 3,000 in manufacturing. As repdotethe Bureau of Labor Economics,
Oklahoma's total non-farm wage and salary employnmeneased to 1.416 million during March 1998.

Oklahoma boasts the lowest unemployment rate antemgighboring states (Arkansas, Colorado, Kansasisiana, Missouri, New Mexico
and Texas). The State's unemployment rate dropped4.3% in March 1997 to 3.5% during March 1998jlevthe Southwest average for
the same months was 5.6% and 4.7%, respectivelphOta's annual unemployment rate during 1997 wité Acompared to 4.7% for the
nation.

In step with the growth in employment, personabme growth in Oklahoma continued to be strong.daeita personal income in the State
grew to $20,556 in 1997, up from $18,719 in 199klaBoma climbed from 44th to 42nd among the statésrms of average per capita
personal income, which is currently 80.3% of theéamal average ($25,598) and less than the othésstn the Southwest region, which
average $22,857. According to the Oklahoma DepartmeCommerce, per capita income in Oklahoma'srtvest populous counties,
Oklahoma and Tulsa, have averaged 92.2% and 99%.8% oational figure, respectively. In other caest however, the comparable figure is
less than 72%, showing the disparity between thieapelitan and non-metropolitan areas.

The State expects per capita personal incomeedai$21,338 in 1998, an increase of 4.5% over Iig@bes.

Oklahoma's population has increased from 3,145i%76890 to 3,317,100 in 1997, a growth rate of S5¢&®fpared to the national average of
7.6%. Of the six neighboring states, only Kansaklasuisiana had slower population growth, at 4.74% 8.1%, respectively. In comparison,
the rates of population growth since 1990 in ArleendNew Mexico, Texas and Colorado have been 713%%, 14.4% and 18.2%,
respectively. Because employment growth currenitpaces annual population growth in Oklahoma, tia¢eSs facing a tight labor market
and could see significant wage pressures as wédbas shortages.

Revenues and Expenditures. Governmental expenggetingl provisions in Oklahoma are conservativeidadly requiring a balanced budget
each fiscal year unless a debt is approved byaafathe people providing for the collection ofieedt annual tax to pay the debt. Certain
limited exceptions include: deficiency certificatesued at the discretion of the Governor (whicly mat exceed $500,000 in any fiscal year);
and debts to repel invasion, suppress insurrectida defend the State in the event of war.

To ensure a balanced annual budget, the Stateittiost provides procedures for certification by tBtate Board of Equalization of revenues
received in the previous fiscal year and amountsi@ve for appropriation based on a determinadibrevenues to be received by the State in
the General Revenue Fund in the next ensuing figal. In addition, the legislature cannot appiterimore than 95% of the general revenue
expected to be collected in a given year.

The impact of these fiscally conservative rulesyéeer, has been to some extent offset by the peaofigranting pension benefits and
incurring other liabilities without providing therg range funding required to assure that the 8i#itbe able to make these payments when
they become due. The Teachers and Firefighterdgrepkans and the State's Special Indemnity Fuidallirequire future funding to meet
existing liabilities.

Beginning July 1, 1985, surplus funds were placea Constitutional Reserve (Rainy Day) Fund uht Reserve Fund equaled 10% of the
General Revenue Fund certification for the precgdiscal year. At the end of Fiscal Year 1997 (ehdene 30, 1997) this Fund balance
reached $308.9 million, half of which may be appiaied under restricted conditions. During Fisc@7, Oklahoma deposited $245.9 mill
in the Rainy Day Fund, substantially more than®#®.6 million deposit in Fiscal 1996. The total RabDay Fund deposit at the end of Fiscal
1998 is projected to surpass $100 milli



Oklahoma's General Revenue Fiscal Year 1997 recwitaled $3.777 billion, which exceeded the St&8:531 billion revenue estimate by
7.0%. Total revenues for Fiscal 1997 outpaced FE286 figures by $72.0 billion or 1.9%, as comphki® the 2.3% decrease between Fiscal
1995 and Fiscal 1996. During Fiscal 1997, incomenfthe State's four major tax categories increbgeti1% over Fiscal 1996: income tax
collections totaled $1.715 billion, up 12.8%; sabestotaled $1.069 billion, up 5.1%; gross prodhrctaxes on oil and gas totaled $187.8
million, up 20.3%; and motor vehicle taxes totad2b7.4 million, up 4.7%.

For Fiscal Year 1998, General Fund revenues weijegied to total $3.866 billion, but this estimaigs adjusted at mid-year to $3.967
billion. Actual collections for the General Reverfuend through April 1998 were 3.5% greater tharnttiersame period in Fiscal 1997, led by
a 4.9% gain in net income tax collections and &®ificrease in sales tax receipts. Gross produtdionevenues, however, are down $28.0
million or 18.9% as compared to the previous y&he current revenue estimate for Fiscal 1999 i@ billion, based upon adjusted Fiscal
1998 receipts.

The Fiscal Year 1998 budget anticipates tax rélyecutting four major taxes for the purpose of emtirag the State's rate of economic grov
These four proposals are as follows: (1) elimimatbthe corporate franchise tax;

(2) institution of a progressive corporate incomre that will cut in half the tax burden for thesti$100,000 of a firm's corporate income; (3)
elimination of the occupational health and safafy &ind (4) a temporary rate reduction in the coktsxemployment insurance to remain in
place until the overfunding in the Unemployment @aemsation Trust Fund is reduced. The budget alyooses reductions in State
appropriations for welfare and recommends a sicguifi increase in transportation funding for purgasfeconstructing economic developm
roads in the state.

Actual Fiscal Year 1997 General Fund appropriatioteled $3.737 billion. Appropriations for Fisd#198 are estimated to reach $3.959
billion, up 6.1% over the previous year. The Sttpects a surplus of approximately $2 million ie tBeneral Fund and anticipates making a
third consecutive annual deposit to the Rainy Dagd-

Debt Management. In 1987, the State created theufixe Bond Oversight Commission and the LegistaBond Oversight Commission,
which meet jointly to review all proposed debt msces and which must both approve each financiy Ipéfore obligations are issued.

At the end of Fiscal Year 1997, the outstandingegalnobligation net debt of the State of Oklahon@es %327 million. This figure excludes"
self-supporting taxable bonds of the Oklahoma ltriAld=inance Authority, which are secured by tapayment of loans made to private
businesses.

Bond Ratings. The general obligation bonds forStege of Oklahoma are rated as follows: StandaRb&r's Ratings Services, A (September
24, 1993); Moody's Investors Service, Inc., Aadifed from Aa on February 7, 1997); and Fitch IBA#g. (formerly Fitch Investors
Service, L.P.), AA (affirmed July 14, 1993).

Oregon Risk Factors

According to the Department of Administrative Seed, Oregon's economy continues to slow. Construetind manufacturing, the engine
the 1994-96 state economic boom, have clearly edtemperiod of slower growth. However, income gtoremains strong. This suggests that
Oregon's consumers are supplanting business ingasts the primary force behind the state's ecanerpansion.

Oregon employment increased 3.4% during 1997, doovn 4.0% in 1996 but well above the national ageraf 2.3%. Oregon's job growth
was the 8th fastest among the states in 1997. diaRd area also ranked 8th among large metr@uolgbor markets (more than 750,000
workers).

Job growth data through February 1998 showed Orsljomed to number sixteen among the states. Fopitevious 12-month period ending
in February 1997, Oregon had the 8th fastest groatth The shifting nature of Oregon's economiaeson is hinted at by the state-by-state
comparisons. In construction job growth, Oregorksamumber 28, slightly below the U.S. average. 3taé ranks number 17 in year over
year manufacturing job growth. In trade employniegitail and wholesale), Oregon ranks number eifiits indicates that while Oregotr
construction and manufacturing sectors cool, comsauntivity remains relatively strong.

Manufacturing job growth slowed in the second lo&l£997. Though it picked up slightly in the ficgtarter, overall manufacturing jobs
increased at a relatively subdued 2.9% annual @terall, high tech employment was essentially flaimber and wood products jobs edged
up 2.2%. The largest gains occurred in metals and processing.

The service-producing sectors recorded generaligt gains in the first quarter of 1997, reflectingalthy consumer spending. Service sector
employment, exclusive of health, jumped 9.2%. Sealsadjustment may have contributed to this lagja.g/Vholesale trade jobs climbed
10.8%. This follows three quarters of relativelyadhgains. Retail trade employment edged up ab&late. This follows a large 5.1% gain
the fourth quarter of 1997.

Steady job growth characterized the traditionadigulated industries. Financial services, despyteffa associated with the U.S. Bank merger,
grew at a 2.2% rate. Transportation services ise@8.7% while communications and utilities rog94.

Oregon's preliminary personal income figures fd@7L8onfirm the state's strong economic performa@eserall, personal income rose 7.19



1997, essentially matching the 7.2% rate recorde®96. Wage and salary income climbed 8.5%. The ¥897 marked the third year in a
row that wage and salary income growth has exce8#edividend, interest and rent income grew 6.6%997. This figure does not include
capital gains from stock price appreciation. Agsuit, it understates the impact of the stock maskepersonal income.

The Oregon Office of Economic Analysis expects @reég economy to slow further as Asian exports dedlind the state's high technology
investment boom winds down. migration should remain relatively subdued as Gatifa's job growth surpasses Oregon's. Oregorlilly
continue shifting from a business investment leplagsion to one fueled primarily by consumer spemndecause of this shift, the slowdown
will be more pronounced in the manufacturing anaistruction sectors. The service-producing sect@&xrpected to see only moderately
slower growth over the next two years.

Oregon's job growth is projected to slow from 3.#P4997 to 2.8% in 1998 and 1.7% in 1999. Persomame is forecast to increase 5.8¥
1998 and 5% in 1999. The low inflation environmergans that this income growth rate will translate ia sizeable increase in purchasing
power. After adjustment for inflation, personalante is projected to rise 4.4% in 1998 and 2.7%0@91

A reduction in exports to Asia is an important éactlowing the state economy. Asia is overwhelmjirtge most important export market for
Oregon's forest and agricultural products. Thestosgwill slow further as Asian demand weakens.

Deteriorating Asian markets will also slow the higlshnology manufacturing sector. Moreover, thigaeis in the process of consolidating
gains related to the rapid growth of the past f@ars. High tech job growth averaged 10.1% fron41t®91996. It slowed to 6.7% in 1997.
High tech employment is forecast to increase 3.1%9098 before bottoming out at 1.7% growth in 1988 forecast is for a slowdown in
high tech sector job growth, not a decline. Theetlgwment of a national recession would almost g@ytéring outright job reductions to this
sector.

Slowing high technology investment and lower rateset in-migration will likely translate into a fter state construction market.
Construction employment is forecast to edge up 2rl¥®98 before declining 1.7% in 1999. Housingtstare expected to decline 3.8% in
1998 and an additional 14.5% in 1999.

Impact of recent initiatives has put pressure @nGleneral Fund for revenue for certain purposes."Kicker law" says if biennial General
Fund revenues exceed estimated revenues by 2%rer the entire excess must be refunded. In 1990ytBdeasure 5 diverted General Fu
money to replace reduced property taxes for lodabsls and community colleges. Since then, $3.Ribibihas been transferred to local
schools. This money was previously allocated to dnumesources, natural resources, and higher edangatbgrams. In 1994, Ballot Measure
11 increased criminal sentences, ultimately renqgimore than $1 billion from the General Fund tddbprisons, requiring still more to
operate them. In November of 1996, voters appr@adtbt Measure 47, the property tax cut and capilltreduce revenues to schools, cities
and counties by as much as $1 billion and put pressn the General Fund to make up some or alieflifference.

Ballot Measure 50, passed by Oregon voters in May@87, limits the taxes a property owner must palmits taxes on each property by
rolling back the 1997-98 assessed value of eagbepiyto 90% of its 1995-96 value. The measure laisits future growth on taxable value
to 3% a year, with exceptions for items such as cemwstruction, remodeling, subdivisions, and reagnit establishes permanent tax rates
Oregon's local taxing districts, yet allows votersapprove new, short-term option levies outsigeparmanent rate limit if approved by a
majority of a 50% voter turnout.

Actual General Fund revenue for the 1995-97 biemnitas $7,731.58 million. The Office of Economic Aysis projects General Fund
revenue to be $8,573.2 million for the 1997-99 hiam. This is an increase of $69.1 million compai@the March 1998 forecast. The June
1997-99 revenue projection is $348.1 million higtiem the 1997 close of legislative session (CO&)dast. The beginning balance is
estimated to be $794.2 million. The 1997-99 totah&al Fund resource estimate is $9,367.4 million.

A surplus kicker refund credit is projected for smral income taxpayers. If the current forecastiia refund of $356.2 million will be paid
to taxpayers in the fall of 1999. No corporate kickredit is forecast.

General Fund revenue is projected to be $9,877lBmfor the 1999-2001 biennium. This is an in@eaf 15.2% from the prior biennium
projection. The beginning balance is forecast t&®@4.2 million. Total General Fund resources, etuthe sum of revenue and the
beginning balance, are projected to be $10,482libmfor the biennium. The total resource foredas$77.7 million higher than the March
1998 projection.

As of September 1, 1997, total outstanding gerabigation bonds was $3.26 billion. The debt seviequirements, including interest of
approximately $2.39 billion, as of September 1,7,99as $5.66 billion. Also as of September 1, 19082 certificates participation debt
totaled $634.9 million. The debt service requiretadar certifications of participation for 1995-10%as estimated at $70.1 million.

Each of Fitch IBCA, Inc. (formerly Fitch Investagervice, L.P.) Moody's Investors Service and Stath@aPoor's Ratings Group had
assigned their municipal bond ratings of "AA," "Aand "AA," respectively.

Pennsylvania Risk Factors

Investors should be aware of certain factors thighhaffect the financial conditions of the Commaalth of Pennsylvania. Pennsylva



historically has been identified as a heavy industate although that reputation has changed rigcasithe industrial composition of the
Commonwealth diversified when the coal, steel aildoad industries began to decline. A more difesdieconomy was necessary as the
traditionally strong industries in the Commonweal#tlined due to a long-term shift in jobs, investinand workers away from the northeast
part of the nation. The major sources of growtR@mnsylvania are in the service sector, includiade, medical and the health services,
education and financial institutions. Pennsylvanggricultural industries are also an important gonent of the Commonwealth's economic
structure, particularly in crop and livestock prottuas well as agribusiness and food related indast

Strong growth experienced in Pennsylvania in 198% unanticipated and is unlikely to continue. Thakpgrowth was reached during the
first quarter and growth in subsequent quartersbeas lower. Due to Pennsylvania's improved cortipefposition, the Commonwealth
should experience economic growth rates closegm#tional average. The annual rate of job grovetiked 45th in 1995, is currently ranked
17th nationwide.

Non-manufacturing employment has increased in receaitsyto 82.8% of total Commonwealth employmentfddaych 1998. Consequently,
manufacturing employment constitutes a diminishete of total employment within the Commonwealtlarifacturing, contributing 17.2%
of non-agricultural employment as of March 1998; fadlen behind both the services sector and tdetsector as the largest single source of
employment within the Commonwealth. In March 199&, services sector accounted for 31.8% of all agmicultural employment while the
trade sector accounted for 22.4%.

Preliminary results from the Pennsylvania Departnoéhabor and Industry show Pennsylvania's toted-farm jobs increased by 66,900 or
almost 1.2% from March 1997 to March 1998, a sthffierence from the 106,200 gain between DecemB86 and December 1997. The
services industry was responsible for over one-diadill new jobs created during this period. Reti@itle increased merely .31% or 3,000 jobs.
Construction employment increased 3% or 6,300 jplaufacturing growth was slow at .6% or 5,100 jilosn March 1997 to March 1998.
As of March 1998, the seasonally adjusted unempémmate for the Commonwealth was 4.8% compardda® for the United States.

More jobs in 1997 brought faster growing personabme. For the four quarters ending with the fijtsarter of 1997, personal income in
Pennsylvania rose at a rate of over 6%. This hgalttvance contributed to a 6.1% increase in Gerenadl tax revenue for fiscal year 1996-
97 due to similar increases in collections for paed income tax and the sales and use tax.

Financial information for the principal operatingnfls of the Commonwealth is maintained on a budgétasis of accounting. A budgetary
basis of accounting is used for the purpose oframgeompliance with the enacted operating budgdtia governed by applicable statutes of
the Commonwealth and by administrative procedures.Commonwealth also prepares annual financitdrsnts in accordance with
generally accepted accounting principles ("GAAHHe budgetary basis financial information maintdibg the Commonwealth to monitor
and enforce budgetary control is adjusted at figeal-end to reflect appropriate accruals for faiareporting in conformity with GAAP.

Fiscal 1997 Financial Results. At June 30, 199¢ Gbmmonwealth reported an unreserved/undesighateldbalance (budgetary basis) of
$402.7 million in the General Fund. This compagea budgetary basis fund balance of $158.5 millibdune 30, 1996. The budgetary basis
fund balance for the fiscal year ended June 307 18%s the result of revenue collections totaling,$29.6 million less appropriation
authorizations totaling $25,835.7 million, lessathet financing uses totaling $69.7 million. Irddal in the $25,835.7 million appropriation
authorizations are $164.3 million of state suppletakappropriations and $207.0 million in fedemgbglemental appropriations authorized
during the fiscal year.

On a GAAP basis, at June 30, 1997, the Commonws&ittneral Fund reported a fund balance of $1,3&dli@n, an increase of $729.7
million from the $635.2 million fund balance at &80, 1996. Total assets increased by $563.4 miitigh4,268.5 million . Liabilities
decreased $166.3 million to $2,903.6 million.

For fiscal year 19987, revenues of the Commonwealth's General, SpRelatnue, Debt Service and Capital Projects Furalke¢tively, the
governmental funds) totaled $32,073 million, anéase of $1,147 million or 3.7% from fiscal yeaP3®6. Taxes accounted for 56.6% of
the total general governmental revenues. Their @oaabfund balances at June 30, 1997 increased by.&%nillion to $2,900.9 million. The
unreserved/undesignated fund balance was $699i2mibmpared to $378.2 million from the previoweay.

Fiscal 1998 Budget. Total receipts for fiscal y&@97-98 are projected at $17,077 million. Approjioizs are estimated at $17,269 million.
The closing balance in the General Fund (afterragitlie beginning balance of $403 billion and deidagdapses of $120 million) is $331
million. After a transfer to the Rainy Day Fund®H0 million, the ending balance in the General FHamdiscal year 1997-98 is estimated at
$281 million.

Estimated revenues for 1997-98 have been raisetl $23illion due to substantial upward revisiongérsonal income and inheritance
revenues and downward revisions to sales and usmanrance premiums taxes. The personal incombeasyprovided almost all of the
revenue surplus. Through December 1997, fiscal $887-98 revenues have increased 2.8% over the gariog in the prior fiscal year.
Revised estimates for 1997-98 project a 2.1% irsgré@ General Fund revenues. Total revenues, ergymioposed tax changes, are
projected to increase by 2.9%.

Proposed Fiscal 1999 Budget. The Governor's 199Bd@gjet continues a four-year record of tax cutsfeatal discipline. The proposed
1998-99 General Fund Budget is $17.8 billion, amease of $518 million or 3%. The total recommenbiediget for 1998-99 is $35.8 billion.
Approximately $10.16 billion is from federal func



General Fund revenue is estimated to be genenatbe ifollowing percentages: 34.7% from sales 3@x2% from personal income tax, 12.
from business tax, 9.3% from corporate net incaame %.4% from other revenues, and 3.9% from theritdnce tax. Total expenditures for
fiscal year 1998-99 are estimated in the followegcentages: 44.3% for education, 34.4% for headthhuman services, 11.3% for
protection, 3.8% for direction programs, 3.1% fthves programs, and 3.1% for economic development.

Budgets for the past four years have proposed arage spending growth of 2.0%. The average grawtheé enacted budgets during the
previous ten-year period was 5.4%. Over $128 miilliotax reductions are proposed in 1998-99 to heldfking families and to stimulate job
creation and retention.

After an estimated $2 million transfer to the Rabgy Fund in 1998-99, the ending fund balanceter@General Fund for fiscal year 1998-99
is estimated at $9 million. With the projected sfem at the end of 1998-99, the reserve balanteei€ommonwealth's Rainy Day Fund will
exceed $500 million, more than seven times thenloalan 1994-95.

Debt Administration. The Constitution of the Commaalth of Pennsylvania permits the incurrence &t deithout approval of the

electorate, for capital projects specifically authed in a capital budget. Capital project debstariding cannot exceed one and three quarter:
(1.75) times the average of the annual tax revedepssited in all funds during the previous fivecél years. The certified constitutional debt
limit at August 29, 1997 was $34.3 billion. Outstang capital project debt at August 29, 1997 amednod $3.7 billion.

In addition to constitutionally authorized capipabject debt, the Commonwealth may incur debt fecterate approved programs, such as
economic revitalization, land and water developmant water facilities restoration; and for spepiaiposes approved by the General
Assembly, such as disaster relief. The total gémdalggation bond indebtedness outstanding at Bd 997 was $4,842 million. Total debt
service transfers paid from General Fund and Mbimense Fund appropriations during the fiscal yerated June 30, 1997 amounted to
$781.5 million.

All outstanding general obligation bonds of the @aoomwealth are rated AA- by S&P and Aa3 by Moodiisy explanation concerning the
significance of such ratings must be obtained ftbenrating agencies. There is no assurance thatagings will continue for any period of
time or that they will not be revised or withdrawn.

In addition to general obligation bonds, the Commealth issues tax anticipation notes ("TANS") toatn@perating cash needs during certain
months of the fiscal year. The Commonwealth ari@p issuance of $225 million in General Fund TANSNng the 1997-98 fiscal year.
During fiscal year 1996-97, $550 million TANS wessued.

The City of Philadelphia ("Philadelphia®) is thedast city in the Commonwealth, with an estimategysation of 1,478,002 in 1996,
according to the U.S. Bureau of the Census. PHpaaefunctions both as a city of the first clagssl@ county for the purpose of administel
various governmental programs.

Legislation providing for the establishment of thennsylvania Intergovernmental Cooperation Authi@fPICA") to assist first class cities in
remedying fiscal emergencies was enacted by thei@keAssembly and approved by the Governor in 1984. PICA is designed to provide
assistance through the issuance of funding ddiumate budget deficits and to make factual firgdi and recommendations to the assisted
city concerning its budgetary and fiscal affairs iAtergovernmental cooperation agreement betwééadelphia and PICA was approved by
City Council on January 3, 1992, and approved kyRICA Board and signed by the Mayor on Januafy©82. At this time, Philadelphia is
operating under a five-year fiscal plan approvedPhByA on April 30, 1996.

As of February 28, 1997, PICA has issued approxpadil,761.7 million of its Special Tax Revenue Bsio provide financial assistance to
Philadelphia, to liquidate the cumulative Genemahdrbalance deficit, to refund certain generalgailon bonds of the City and to fund
additional capital projects. No further PICA borats to be issued by PICA for the purpose of finage@ capital project or deficit as the
authority for such bond sales expired on Decemlhed894. PICA's authority to issue debt for thepse of financing a cash flow deficit
expired on December 31, 1996. Its ability to refemdsting outstanding debt is unrestricted. PICA $4,102.4 million in Special Tax
Revenue Bonds outstanding as of June 30, 1997.

The audited General fund balance of the City aluak 30, 1995, 1996, and 1997 showed a surpluspobamately $80.5 million, $118.5
million, and $128.8 million, respectively.

S&P's rating on Philadelphia's general obligationds is "BBB" and Moody's rating is "Baa." Any eapation concerning the significance of
such ratings must be obtained from the rating agenchere is no assurance that any ratings wilticae for any period of time or that they
will not be revised or withdrawn.

It should be noted that the creditworthiness ofgattions issued by local Pennsylvania issuers neayrvelated to the creditworthiness of
obligations issued by the Commonwealth of Pennsyaaand there is no obligation on the part of@leenmonwealth to make payment on
such local obligations in the event of default.

South Carolina Risk Factors

Economic Outlook. In 1995, South Carolina unveitsdApproaching 2000 plan, the State's first corhprsive strategic plan for econor



development. South Carolina is primarily a manufeng state, with 24% of all jobs in 1996 in thermacturing industry, exceeding the L
average of 15.5% and making the State the fifthéég manufacturing employment concentration imii#gon. The Approaching 2000 plan
emphasizes economic diversification, moving awaynftraditional manufacturing such as the textildustry and toward attracting industries
with high manufacturing content. Most of South Qiaads growth in 1996 occurred in emerging, highueaadded manufacturing sectors such
as chemicals, metals and equipment, rubber antiggaand paper and printing. Approaching 2000diss promoted a rural development
strategy, seeking to increase rural investmentamngrowth outside the major cities. In the twongesince the introduction of the plan, South
Carolina has experienced a record $11 billion ehpivestment by industry (a 98% increase over 1993 including $1.75 billion in rural
areas (a 76% increase), a 31-year high in job dr¢®6% since 1994), and a record high average ¥eageew jobs (up 12%).

Per capita personal income in South Carolina gré&#5n 1995 and 4.3% in 1996, compared to natio@me growth of 5.3% in 1995 and
4.6% in 1996. The Southeast region showed incometgrduring 1995 and 1996 of 5.4% and 4.5%, resgalgt In 1997, personal income
South Carolina grew by 1.9% during the first quaated by 1.3% during the second quarter. Correspgnational rates for the same periods
were 1.9% and 1.2%, respectively, and in the Sastiregion, 2.1% and 1.3%, respectively. Overeheyear period 1986-96, per capita
personal income in South Carolina rose at an aeeaagual rate of 5.4%, outpacing the 4.9% growtheénUnited States during the same
period.

Employment in South Carolina over the last two desshas grown one-third faster than the UniteceStas a whole. In 1996, the State's
economy added 25,977 new jobs in the non-agriallsector compared to 1995, including 8,479 in ndran areas. Statewide job growth
since the beginning of 1995 has increased 56%tbeet994 figures, including 106% growth in ruralinties. The unemployment rate in
South Carolina in 1995 and 1996 was 5.1% and 6t8%pectively, compared to the national unemploymetess of 5.6% and 5.4% for the
same periods. Between October 1995 and October, Bafish Carolina experienced the largest unemploymage increase (0.9%) in the
nation. However, South Carolina's unemployment hatedecreased dramatically during the first tigueaters of 1997, from 6.4% in October
1996 to 3.8% in October 1997. The national unemplent rate decreased from 5.0% in October 19963%4n October 1997.

Revenue and Expenditures. The State Constitutiquines the General Assembly to provide a balanceldjét and requires that any deficit be
corrected in the succeeding fiscal year. The SZatestitution also provides that the State Budgdt@ontrol Board may, if a deficit appears
likely, put into place reductions in appropriationorder to prevent a deficit. A constitutional emiment was approved in the November 6,
1984 general election providing that annual ineeeas State appropriations may not exceed the geageowth rate of the State's economy
and that the annual increase in the number of 8tafgoyees may not exceed the average growth @ttite's population. The State
Constitution also establishes a General Reservd Bod a Capital Reserve Fund for the purposeswaritg budgetary deficits.

The General Reserve Fund balance must equal 3%c@gddrom 5% to 4% in 1984 and from 4% to 3% in&)3& the General Fund revenue
as of the latest completed fiscal year. Funds neayithdrawn from the reserve only for the purpoeawvering operating deficits. The
amount withdrawn must be restored to the accouthimihree years out of future revenues until therdquirement is again reached. The
General Reserve Fund balance at the end of figeaky1 995, 1996 and 1997 was $110 million, $12amibnd $127 million, respectively.
The projected General Reserve Fund balance falfygar 1998 is $130 million.

The Capital Reserve Fund is a recurring appropnatiat must equal 2% of the General Fund reveaus the latest completed fiscal year. If
the current year's revenue forecast projects agmdudeficit by March 1, then the Capital Reseruad-appropriation must be reduced to the
extent necessary before mandating any operatingpppation reductions. If no year-end deficit iDjgcted by March 1, the Capital Reserve
Fund may be appropriated in separate legislatioa tiyo-thirds majority of each house. Allowed exgitures are:

(1) to finance in cash previously authorized cajpitgprovement bond projects;

(2) to retire interest or principal on bonds prexly issued; or (3) for capital improvements oresthonrecurring projects. The Capital
Reserve Fund had a balance at the end of fisced €895, 1996, and 1997 of $73.45 million, $80.48ion and $84.67 million, respectively.
The estimated amount in the Capital Reserve Funfisital year 1998 is $86.92 million.

The State of South Carolina's Budgetary Generatifurded its 19967 fiscal year with a budgetary surplus of $297ilian. Actual Genere
Fund revenue at the end of fiscal year 1997 was8B4billion, a 5.58% increase over the previous yea $158 million above the legislative
revenue estimate. Total appropriations at the éfidaal year 1997 were $4.920 billion. Of this am¢, the State spent $4.532 billion, set
aside $84 million from the Capital Reserve for engiture in 1997-98, and carried forward $295 miillidhe remaining balance of $9 million
represents net lapses of unspent appropriations.

The 1997 General Assembly's budget for fiscal J€97-98 projects a total State budget of $12.4obillAppropriations totaling $4,906.2
billion were made from recurring and non-recurrfagding sources. The General Appropriation Act jies for $4.7 billion in General Fund
revenue, an increase of 5.6% over the General Fewahue estimate contained in the 1996 Appropnadict. This estimate includes $298.4
million in "new" recurring revenue. The spendingmpkontains no new general tax increases, butendsithe Carnell-Felder set-aside
limitation, making an additional $80.4 million iraurring funding available for appropriation. Thatstorily- and constitutionally-mandated
General Reserve Fund, Capital Reserve Fund, Debic8elLocal Government Fund, and Homestead Exempatccounts were funded at the
required levels, totaling $39.4 million.

Responding to recurrent operating deficits of thedyel990's, Standard & Poor's placed the Stat&A-fated general obligation debt on its
CreditWatch and reduced its rating to AA+ on Jan2&, 1993. Because South Carolina's economy hairad dramatically since 1993, 1
State regained its AAA rating on general obligatitit from Standard & Poor's on July 9, 1996. Bdtiody's Investor Services and Fitch
IBCA, Inc. (formerly known as Fitch Investors Semi L.P.) have also published AAA ratings on gehelpéigation debt for South Carolin



Prospective investors should study with care thrf@m of Bonds in a South Carolina Trust and ddazonsult with their investment advisers
as to the merits of particular issues in a porfoli

The foregoing information constitutes only a beafmmary of some of the general factors which mayaith certain issuers of Bonds and ¢

not purport to be a complete or exhaustive desoripif all adverse conditions to which the issuErBonds held by the South Carolina Trt

are subject.

Additionally, many factors including national ecanig, social and environmental policies and condgiovhich are not within the control of
the issuers of the Bonds, could affect or couldehamv adverse impact on the financial conditiorhefissuers. The Sponsor is unable to pr

whether or to what extent such factors or othetofaanay affect the issuers of the Bonds, the ntarid@e or marketability of the Bonds or

the ability of the respective issuers of the Boadguired by the South Carolina Trusts to pay istese or principal of the Bonds.

Tennessee Risk Factors

Constitutional Considerations. The State Constitutif Tennessee requires a balanced budget. Nbdetjeority exists for deficit spending
for operating purposes beyond the end of a fiseat.yTennessee law permits tax anticipation borrgveut any amount borrowed must be
repaid during the fiscal year for which the bormgvivas done. Tennessee has not issued any dedgdmating purposes during recent years
with the exception of some advances which were nfirade the Federal Unemployment Trust Fund in 1984 such advances are now
outstanding nor is borrowing of any type for opirgipurposes contemplated.

The State Constitution of Tennessee forbids themaipure of the proceeds of any debt obligatiorefpurpose other than the purpose for
which it was authorized by statute. Under State tae term of bonds authorized and issued canresteskthe expected life of the projects
being financed. Furthermore, the amount of a dbligation cannot exceed the amount authorized byGaneral Assembly.

The State and its Economy. The Tennessee econam@nedri998 at or near its full employment produetapacity. Growth rates had slowed
during 1996 but began to reaccelerate at the ed@®7, and the state's economic fundamentals restrming. The economy continues to
expand, with growth occurring in both jobs and men As with 1997, the prospects for a sharp uppumiownturn in economic activity seem
slim.

Job growth for 1997 was initially reported to b8%, but the revisions show a much stronger groath of 1.9%. The data show strong
growth in service jobs and good growth in constaicjobs, though somewhat less than previouslyghauwob growth will likely exceed
initial estimates by at least one-half a percentaaet.

Based on other economic data, the state's econppgass to have closed out 1997 on a reasonablygstrate. Inflation-adjusted personal
income is expected to have advanced 2.8% for the YAzrsonal income growth may also be revised upatasome future point. The state
unemployment rate, once revised, came in at 5.4i¢h{ly higher than the 5.2% rate in 1996). Sakesdollections have also been expanding
at a rapid 6.1% pace, second fastest in the satthea

As is typically the case, economic growth showssaerable variation across the state. Some seatdin® economy, most notably
manufacturing, have had some problems. The rewdatalindicate a 0.5% decline in overall manufanmgmployment, as 1.0% growth in
durable goods sector was swamped by a 2.3% debkneondurable goods sector.

Different regions of the state also have shownrdieet growth patterns. During most of the 1990s,dtate’'s metropolitan regions have
outgrown their rural counterparts. For exampleweein 1990 and 1995, the state's metropolitan asagobs expand by 13.8%, while rural
counties saw slower growth of 7.9%. This continiretl997, as rural counties grew less than onedsafaist as metropolitan counties. The
metropolitan areas of the state also display hi¢ghaals of per capita personal income (a good nreasfueconomic well being), lower
unemployment rates, more rapid population growthatarger retail sales tax base.

The short term economic outlook for 1998 and 1988 dor reasonably strong economic growth. Barang unforeseen shocks to the
national economy that might jar the state froncitgent trajectory, the next two years will looloalike the revised situation for 1997.

Nonagricultural jobs will advance at least 1.294898, improving to 1.4% growth in 1999. Employmanthe manufacturing sector will t
approximately flat in 1998 and should be bettet989. Jobs in hondurable goods manufacturing Vil .s3% in 1998 and will fall at the
same pace in 1999. Jobs in the durable goods seittexpand 0.9% in 1998 and 1.6% in 1999. Theéestaunemployment rate will average
5.3% in both 1998 and 1999.

Nominal personal income is expected to rise 5.1%0®8 and 5.5% in 1999. Nominal per capital persmmame should grow 3.9% and 4.,
in 1998 and 1999, respectively.

Taxable sales are projected to grow 8.0% in theeatifiscal year. Taxable sales growth will subgmd.1% in fiscal year 1999, aligning
more closely with underlying economic growth.

Tourism is rapidly becoming a more prominent settdhe Tennessee economy, as it enjoyed growdls ateraging 5.8% from 1990 to
1995. The growth has been sparked by the rapidal@went of music theaters in Pigeon Forge, the &ss@e Aquarium in Chattanooga, the
revitalization of downtown Nashville, as well agtincreased interest in outdoor activities sucbaasping and hiking



Tennessee has a diverse agricultural sector. Rothand nursery operations have ranked fourth #iid(6ften switching places) in terms of
cash receipts for Tennessee farmers since 199@r @tiportant crops include wheat, floriculture, hagd vegetables. Moreover, cattle
operations generate more income in the aggregateahy other single commaodity in Tennessee. Irpadgluction agriculture generates more
than $2 billion in annual cash receipts for Tenaedarmers. For 1998, farmers will be concernedittee potential impacts of the El Nino
weather phenomenon on crop yields.

The 1997 year is the first full year under the 188n bill, which radically changed the charactefealeral income support for agriculture.
Overall, Tennessee will benefit from the bill, esipdly in the next few years when federal paymemessubstantially higher than what farnm
would have received under the old policy regimet, Y¥eoduction shifting (i.e., cotton to corn andeah) is expected to cost the state $29.1
million in total income and output, as well as adof an estimated 231 jobs. These changes may iresignificant economic impacts for the
regions and industries in which they are centrdlize

The actual state budget for fiscal year 1996-97 $1285826 billion and the estimated state budgel &&7-98 is $14.553 billion. Actual
General Fund revenue for fiscal year 1996-97 wds®B.4 million. Actual General Fund appropriatiovere $5,477.8 million. Estimated
revenue for the General Fund for fiscal year 1987s%12,485.2 million, an increase of $771.7 millor 6.6%. Estimated appropriations in
the General Fund for 1997-98 are $5,980.2 millamincrease of $502.5 million or 9.2%.

Total state revenue for fiscal year 1997-98 isweasted at $7,237.1 million, an increase of 4.4% fa886-97. Of this amount, approximately
91.9% or $6,649.7 million is scheduled to be oladifrom taxes, each of which will generate a cen@rcentage of the total revenues as
follows: sales and use (56.5%); franchise and exdi8.1%); gasoline and gasoline inspection (8.49ss receipts and privilege (4.2%);
motor vehicle (2.8%); income and inheritance (2.76)tor fuel (1.8%); tobacco, beer, and alcohotudrages (1.8%) and all other taxes
(.6%).

The recommended state budget for fiscal year 1998-815.408 billion which is $855.3 million moteain 1997-98. Recommended General
Fund revenues for fiscal year 1998-are $12,909.4 million and appropriations ar@&86,5 million. The revenue increase from the piigral
year is $424.2 million or 3.4% and the increasegpropriations is $301.2 million, or 5¢

Total state revenue for fiscal year 1998-99 isweasted at $7,528.4 million. Approximately 92.1% 6;%34.9 million of this amount is
projected to be from taxes. The top three stategesnue producers are expected to be sales ariduae56.7% or $4,268.8 million of total
state revenue, franchise and excise tax at 13.384,004.1 million, and gasoline/gasoline inspectanat 8.2% or $620 million.

Bond Ratings. Tennessee's general obligation baredsated Aaa by Moody's, AA+ by Standard & Poand AAA by Fitch IBCA, Inc.
(formerly Fitch Investors Service, L.P.). There ¢@nno assurance that the economic conditions achwthese ratings are based will continue
or that particular obligations contained in thetfiio of a Tennessee Trust may not be adversébcadd by changes in economic or political
conditions.

The state sold general obligation bonds in the arnofi$197.8 million in fiscal year 1996-97. Thisue increased Tennessee's total general
obligation bonded debt at June 30, 1997 to $91008@5 This debt was issued entirely for instituiband building construction. Total
authorized but unissued bonds for fiscal year 1997 $1,254,077,000. The 1998-99 proposed fiseat pudget recommends the
authorization of an additional $90 million in higayconstruction bonds, $247.6 million in institui# and building bonds, and $12.9 million
in cash to finance capital projects.

Legal Proceedings. Tennessee is involved in celegal proceedings that, if decided against théeStaay require the State to make
significant future expenditures or may substantietipair revenues. The Tennessee Supreme Cournaflia case in which the lower court
found the Tennessee Department of Revenue impgogefined non-business earnings for tax purposkloigh this case involved only
$925,000, its outcome could affect future casescandt have a detrimental impact to Tennessee&se/base. The Tennessee Supreme
court also reversed a similar case in which theslosourt found the taxpayer's partial sale of besirholdings resulted in taxable business
income. Although the Tennessee Supreme Court diffeated this case from the previous one, thesesaasyy create future litigation
challenging Tennessee's corporate tax and impactirgnue.

Texas Risk Factors

Economic Outlook. Texas's economic growth in gereaa paralleled U.S. growth since 1995. The Stambnomic expansion is expected to
slow in 1998-99, but it should continue to outpdwegrowth of the national economy. Although th& LWeconomy shows signs of renewed
strength, a retrenchment in the high-technologystiy has restrained vigorous economic recoveieixas. Nevertheless, a growing State
economy, healthy gains in employment and persarainne, and unspent cash from the 1996-97 bienniould combine to increase the
amount of State revenue available for general spgrid the next two fiscal years.

Texas's real gross state product has outpacechab&oonomic growth in every year of the 1990sh\aiterage annual growth rates exceeding
the nation's by nearly one percentage point eaah yrefiscal 1995, Texas's gross state produat dme3.5%. In fiscal 1996, the gross

product grew by only 2.8%, while the U.S. growtterell to 1.9%. This pattern should continue tlyloout the 1998-99 biennium, with the
State's inflation-adjusted gross state producesming at an annual rate of 3.2%, compared to foR¥ational gross domestic product.

The three industries in Texas with the highest egmpent concentration are oil and gas extractigelpies, and petroleum productic



However, Bureau of Economic Analysis data for 19080 and 1990 show a decreasing concentratidresetindustries, indicating that the
State's economy has become more like the couniingi®asing economic diversity helps protect Tdrais business cycles associated with

the energy industry, but concentration in thesestiies allows the State to reap greater rewardswiey prosper, as oil and gas extraction
have in 1996 and 1997.

Texas's largest industries in terms of earninge ltieaditionally been services, state and local gowent, and retail trade. In 1996, they
represented 25.8%, 10.8%, and 9.2% of all earniegpectively. Of the major industries accountiogdt least 5% of earnings, the slowest
growing in 1996 was nondurable goods manufactufinge of all earnings) which increased by 3.0%;fsest was construction (6.2% of
all earnings) which increased by 9.2%. During tB8899 biennium, the electronic equipment and industnachinery industries will becor
more important to the Texas economy. In 1996, expurhigh-tech items such as semiconductors, camgations equipment and computers
reached $29.9 billion, or more than 40% of totgdarts. High-tech firms with established plants exa&s, such as Dell Computer, Texas
Instruments, Compagd, Intel and Motorola, will driveich of this growth.

Mexico is Texas's largest market, thanks in paitstproximity, trade liberalization and the pesoavery. During 1997, the economic picture
for border areas began to brighten in the aftermfithe 1994 peso devaluation. Mexico's fiscalisti®d spilled over into Texas border
retailers. With Mexico's economy continuing to iroype, retail activity along the border is increasamgl feeding job growth and construction.
Texas has also increased its investments in hafsastructure along the Mexican border in ordetate advantage of its location and further
increase exports. Exports to Mexico, which tot#ed.9 billion in 1995, or 32% of Texas's total estppexpanded to $27.4 billion in 1996, or
37% of total exports. Brazil is another importansimess partner, with exports jumping by 20% fr@@85.to 1996.

Over the past ten years, per capita personal inggowth in Texas has trailed behind the Unitede&tais a whole. Since 1986, Texas has
experienced an average of 4.7% annual income grawthpared to the national average annual increaé®%. In 1986, the State ranked
27th in the United States with a per capita persoiwame of $14,024. In 1996, however, the Statgpded to 32nd in the nation, with
personal income at $22,282 or 91.2% of the natiamafage ($24,426). The 1996 per capita persooainie in Texas reflected an increase of
4.6% from 1995, equaling the increase in the UnBtades. The State Comptroller's Office estimadtaspersonal income will increase by
5.6% annually through 1999, with about half of ¢iliewth attributable to inflation.

In fiscal 1997, Texas nonfarm employment regist& @86 annual growth and reached a record 8.45amjlincluding over 200,000 new jol
The State Comptroller's Spring 1997 economic faepeedicts 2.2% growth in fiscal 1998 and agaifigcal 1999. Currently, the service-
producing sectors (i.e., transportation and puliiiities, insurance and real estate, governmert,teade) are the major sources of job growth
in Texas, accounting for 80% of total non-farm emyphent and over 90% of employment growth since 18990996, Texas experienced its
lowest unemployment rate in ten years, reachingp5This rate has further decreased to 4.9% in @ctd®97. The unemployment rate for
United States in 1996 was 5.4%, which has decre@sé®% in October 1997.

Revenue and Expenditures. Historically, the prinsyrces of the State's revenues have been seéss maineral severance taxes and federal
grants. Due to the State's expansion in Medicagthdipg and other Health and Human Services programsring federal matching revent
federal receipts was the State's largest sourgeofe in fiscal 1997, increasing 4.0% comparetia®@6 and totaling 28.4% of total revenue.
Sales tax, which had been the main source of revbatween 1981 and 1993, was second, accountir&pf6®o of total revenues in fiscal
1997. For the past 10 years, the sales tax hasipeddnore revenue each year than all other taxabioed. Total sales tax collections for the
1998-99 biennium are expected to grow by 8.8% aadh $24.0 billion, an increase of $1.9 billion otree 1996-97 biennium. While overall
collections have expanded with the Texas econongygtowth in sales tax collections has slackeneentty. A cooling in the volume of ret
spending and the final implementation of an exeampfiom sales tax for production machinery are mggotors in the softer growth rates
observed since 1994.

Oil production and regulation tax receipts in 1¥8Bare expected to reach $717 million, down fromm$806 million collected in 1996-97.
Even though 1997 collections were bolstered byilkesp prices, the long-term price outlook is redaly flat, and taxable production is
expected to continue to fall. National gas tax igtsan 1998-99 are expected to reach $1,021 milldmwn slightly from $1,159 million in
1996-97. Like oil, the increase in 1997 collectianattributable to a sustained rise in prices. Easv, long-term natural gas prices are
expected to remain flat in response to supply emes from Canada and the Gulf of Mexico.

Heavy reliance on the energy and agricultural sedtr jobs and income resulted in a general domnituthe Texas economy beginning in
1982 when those industries suffered significariilye effects of this downturn continued to affee 8tate's real estate industry and its
financial institutions for several years. As a fesfithese problems, the general revenue fundah®231 million cash deficit at the beginning
of the 1987 fiscal year that grew to a $745 milleash deficit by the end of that fiscal year. Afté87, the Texas economy did begin to move
toward a period of recovery. Expansion has continaed the State ended fiscal 1997 with a genevainue fund cash surplus of $4.5 billion.

Net revenues for general and special funds atrileoéfiscal 1997 totaled $42.6 billion, or 5.3%eo¥iscal 1996. The two largest increase
revenue were a $1.4 billion (7.2%) rise in tax rexes and a $470.2 million (4.0%) increase in fdderals. Expenditures at the end of fiscal
1997 increased by $1.8 billion, or 4.5% over fist@®6. Health and human service agencies expedehedargest expenditure increase, $1.4
billion or 10.5% over 1996, while transportatioperses were down by $343.7 million or 10.2% frora6L9

The State's Comptroller's Office estimates thagmere in 1998-99 will total $87.3 billion. The StafeTexas will have $52.2 billion in funds
available to finance general revenue-related ojperatluring the 1998-99 biennium. Available fundB @ome from three main sources. The
ending balance available for certification carriedvard from the 1996-97 biennium was $2.4 billidiotal tax revenue will be $40.1 billion,
and total no-tax revenue will contribute an additional $9.7ibiil. Of the remaining revenue, the single largestipn will be $25.4 billion ir



federal revenue. The revenue estimate for the BF9¥iennium is based on an assumption that thesTesanomy will show a steady growth.

With certain specific exceptions, the Texas Coustih generally prohibits the creation of debt Ipyon behalf of the State unless the voters of
the State, by constitutional amendment, authohieagsuance of debt (including general obligatiadebtedness backed by the State's taxing
power and full faith and credit). In excess of $8illon of general obligation bonds have been arited in Texas and almost $5.4 billion of
such bonds, including revenue bonds, are currentistanding. Many of these were issued by the ¥atil_and Board and the Texas Public
Finance Authority.

Though the full faith and credit of the State aledged for the payment of all general obligatissied by the State, much of that
indebtedness is designed to be eventually selfestipg from fees, payments and other sources adimess; in some instances, the receipt of
such revenues by certain issuing agencies hasibaeifficient amounts to pay the principal of anterest on the issuer's outstanding bonds
without requiring the use of appropriated funds.

Pursuant to Article 717R; Texas Revised Civil Statutes, as presently agaritie net effective interest rate for any issuseoies of Bonds
a Texas Trust is limited to 15%. In March, 1992 tkegislature passed a proposed constitutional dment which would allow a limited
amount of money to be "recaptured" from wealthyosthlistricts and redistributed to propegger school districts. However, the amendn
was rejected by the voters on May 1, 1993, requitiire Legislature to develop a new school finanaa.pAt the end of May, 1993, the
Legislature passed a new school finance bill thavides school districts with certain choices thiage funding equalization. The Texas
Supreme Court upheld this school finance law irudayn 1995.

The same economic and other factors affecting thee $f Texas and its agencies also have affedtied,accounties, school districts and other
issuers of bonds located throughout the State.ideglrevenues caused by the downturn in the Tegkasomy in the mid-1980s forced these
various other issuers to raise taxes and cut srt@achieve the balanced budget mandated byrésgiective charters or applicable State
requirements. Standard & Poor's and Moody's Inveservice, Inc. assign separate ratings to eacie isf bonds sold by these other issuers.
Such ratings may be significantly lower than things assigned by such rating agencies to Texasrgkeobligation bonds.

A wide variety of Texas laws, rules and regulatiaffsct, directly or indirectly, the payment ofénést on, or the repayment of the principal
of, Bonds in a Texas Trust. The impact of such land regulations on particular Bonds may vary ddpgnupon numerous factors includi
among others, the particular type of Bonds involMbd public purpose funded by the Bonds and thereand extent of insurance or other
security for payment of principal and interest ba Bonds. For example, Bonds in a Texas Trust wdnietpayable only from the revenues
derived from a particular facility may be adversaffected by Texas laws or regulations which makedre difficult for the particular facility
to generate revenues sufficient to pay such intamedprincipal, including, among others, laws and retiafes which limit the amount of fee
rates or other charges which may be imposed foofifee facility or which increase competition argdacilities of that type or which limit «
otherwise have the effect of reducing the use ol $acilities generally, thereby reducing the raxengenerated by the particular facility.
Bonds in a Texas Trust, the payment of interestpmtipal on which is payable from annual apprafioins, may be adversely affected by
local laws or regulations that restrict the avaligbof monies with which to make such appropriets. Similarly, Bonds in a Texas Trust, the
payment of interest and principal on which is sedym whole or in part, by an interest in realgady may be adversely affected by declines
in real estate values and by Texas laws that timitavailability of remedies or the scope of rerasdivailable in the event of a default on ¢
Bonds. Because of the diverse nature of such ladsegulations and the impossibility of predictithg nature or extent of future changes in
existing laws or regulations or the future enacthoeradoption of additional laws or regulationgsinot presently possible to determine the
impact of such laws and regulations on the BondsTexas Trust and, therefore, on the Units.

From the time Standard & Poor's began rating Tegeagral obligation bonds in 1956 until early 198Gt firm gave these bonds its highest
rating, AAA. In April 1986, in response to the Sateconomic problems, Standard & Poor's downgragedting of Texas general obligati
bonds to AA+. Standard & Poor's further downgratiedgeneral obligation debt rating in July 1981tdacurrent AA rating. Moody's
Investors Service, Inc. has rated Texas bonds ginceto the Great Depression. Moody's upgradedaiting of Texas general obligation
bonds in 1962 from Aa to Aaa, its highest ratiraglofving the imposition of a statewide sales taxthy Legislature. Moody's downgraded
such rating to Aa in March 1987 and currently pshdis a Aa2 rating for Texas general obligation BoNa prediction can be made
concerning future changes in ratings by nation@hgaagencies for Texas general obligation bondsoocerning the effect of such ratings
changes on the market for such issues.

This summary is derived from sources that are galyeavailable to investors and is believed to beuaate. It is based in part on information
obtained from various State and local agenciesia$, including information provided in officiabs¢ments of recent Texas State issues.
Historical data on economic conditions in Texagrissented for background information only, and #hoot be relied on to suggest future
economic conditions in the State.

Virginia Risk Factors

A Virginia Trust is susceptible to political, ecani@ or regulatory factors affecting issuers of \tiig Bonds. Without intending to be
complete, the following briefly summarizes sometafse matters, as well as some of the factorstaffethe financial situation in the
Commonwealth of Virginia (the "Commonwealth" or tyinia"). This information is derived from sourdbst are generally available to
investors and is based in part on information oletaifrom various agencies in Virginia. No indepeariderification has been made of the
accuracy or completeness of the following informiati

There can be no assurance that current or futateveitde or regional economic difficulties, and thsulting impact on State or loc



governmental finances generally will not adversdfgct the market value of Virginia Bonds held e fportfolio of a Virginia Trust or the
ability of particular obligors to make timely paynis of debt service on (or relating to) those allions.

The Commonwealth's financial condition is suppotigc broad-based economy, including manufactutmgjsm, agriculture, ports, mining
and fisheries. Manufacturing continues to be a msgarce of employment, ranking behind only sewieegholesale and retail trade and
government (federal, state and local). Defenseiticts an important component of Virginia's econom

The Virginia economy experienced solid growth stél year 1997. Both total nonagricultural emplogtrend personal income growth were
much stronger than expected. Virginia nonagricaltemployment grew by 2.9%, increasing by 90,6@3 jduring fiscal year 1997, close to
doubling the amount of new jobs created in fisearyl996. All the employment sectors, with the ekioa of wholesale and retail trade,
recorded stronger job growth than forecast. Altlojadp losses continued in the manufacturing andridjovernment sectors, they were less
severe than forecast. Strong job growth pushediniag unemployment rate down to 4.3% in fiscalryE207, the lowest since fiscal year
1990.

The Virginia standard forecast expects the Commaitivéo slightly outperform the nation in both jglowth and personal income growth in
the next few years. Total personal income in Vii@is forecast to grow at 5.8%, 6.0% and 6.1%,aetyely, in fiscal years 1998 through
2000. In fiscal year 1998, Virginia should add 08 &onagricultural jobs for growth of 2.4%. Thevéess sector is expected to again lead
growth with gains of 42,600 jobs or 4.5% growtlssléhan the 5.2% growth rate achieved in fiscat $887. Wholesale and retail trade
should add almost 16,500 jobs, a slow steady greatisistent with fiscal year 1997. Construction Eyment is expected to slow from its
brisk pace of fiscal year 1997, growing by only%s,21..1% and 1.2%, respectively, in fiscal years819999, and 2000. Virginia's
manufacturing employment is expected to improvghslly over the next three fiscal years. The forecalis for an increase of 2,100 jobs in
fiscal year 1998, followed by 0.8% and 0.7% growatiiscal years 1999 and 2000, respectively. Jalvt is forecast to continue to slow
over the next biennium, growing by 2.2% in fiscahy 1999 and 1.8% in fiscal year 2000.

The magnitude of job losses from federal governmeminsizing on the Virginia economy is considerabiyaller than it has been in the past
six fiscal years. From fiscal year 1991 to fiscaehy 1997, job losses from federal government dazimsiwere more than 60,000, nearly a
typical year's job growth. From fiscal year 1998600, job losses in the federal sector are exgdotéotal only 4,000. Most job losses
resulted from continued defense downsizing andrégdmvernment cutbacks in Northern Virginia andrion Roads.

Total retail sales rose 5.4% in Virginia duringcBbyear 1997, well above the 4.2% national aveeagkstronger than the Commonwealth's
fiscal year 1996 growth of 4.6%.

The Commonwealth's total revenue comprises twaostgbeesources: the general fund and non-genemdsfuMore than half of the state's
revenues (53%) are "non-general funds" or fundsiad¢ed by law for specific purposes. For exampletanvehicle and gasoline taxes must
pay for transportation programs, student tuitiod aes must support higher education, and fedeaaitg are designated for specific activit
General fund revenues are derived from generabtpaal by citizens and businesses in Virginia.

In fiscal year 1997, total revenues grew 8.1% t®49.3 million, exceeding the official forecast$f,751.0 million (5.4% growth) by $198.3
million. This marked the seventh consecutive yhat &ctual revenue collections exceeded the dfficiacast. In five of those seven years,
revenue collections were within one percent offtiiecast.

Collections of net individual income taxes conttémli$141.8 million to the revenue surplus in fisgedr 1997. Receipts of corporate income
taxes and sales and use taxes also exceededstigiates. Collections of insurance company premitaxss and public service gross receipts
taxes, however, fell short of expectations. Collety, the five major sources ended the year wittuglus of $179.7 million. The forecast for
general fund revenue shows growth of 7.1% for figear 1998, 5.8% for fiscal year 1999 and 6.0%wghcfor fiscal year 2000.

General Fund - Cash Basis. The Commonwealth ofiMadhas historically operated on a fiscally comaéive basis and is required by its
Constitution to have a balanced biennial budgetirfuiscal year 1997, the General Fund receive $8lion in resources. Individual
income taxes accounted for 55% of General Fundiress, while sales taxes made up 21%. These resy@hu other direct revenues from
outside sources totaled $8.1 billion, or 95%. Témaaining monies totaling $427 million came throwiginsfers from other funds, including
alcoholic beverage sales and lottery profits.

Revenues (not including transfers) increased by $8#lion over fiscal year 1996. Individual incortex revenues, which grew by 10%
compared to fiscal year 1996, played a major molehiis growth.

General Fund disbursements including transferfioal year 1997 totaled $8.1 billion. Expenditutesled $6.8 billion and transfers to ot
funds were $1.3 billion. Education accounted fo¥5vhile social services, Medicaid, public healtld anental health accounted for 23% of
the General Fund. Expenditures, not including fienssincreased by $358 million over the prior y&2irthe total increase, education
accounted for 74%, while public safety accountedafmther 20%.

General Fund revenues exceeded expenditures atingfiers by $460.9 million in fiscal year 1997 other words, the General Fund had an
operating profit for the year. The profit resulfesm increased tax receipts coupled with expendguhat were less than budgeted.

The General Fund balance on a cash basis hasdtadtin previous years. In fiscal year 1993, Viigimad just come out of a sev



recession. Over the next year, economic conditmmsinued to improve and the balance again incokas&168 million operating deficit in
fiscal year 1995, caused primarily by payments ntadeettle a lawsuit filed by federal retirees,ueeld the General Fund balance at the e
fiscal year 1995 to $350.7 million. Fiscal year 833126 million profit restored the balance of &8/million. Fiscal year 1997 showed a

strong balance of $937.2 million.

Balances are "committed" if there are plans in @lac their use. "Available" balances may be usgthie Governor and General Assembly
new projects or programs. At the end of fiscal yE287, there was an available balance of $76.3amjlcompared to an available balance of
$1.1 million at the end of fiscal year 1996.

The "rainy day" fund is required by an amendmernh#oState Constitution which was approved by thters on November 7, 1992. This fu
is a reserve of fund balance which can only be ifsgtdte revenues decline sharply from the previpear. Reserved funds must be
appropriated by the General Assembly when revenlleations are strong compared to the averagehfoptevious six years. The total
amount reserved in fiscal year 1997 is $214.9 amilliThe 1998-2000 budget makes deposits to thg d&in fund totaling $211 million,
bringing the amount currently available to $426i#iom, or roughly 4.5% of annual general fund raues.

General Fund GAAP Basis. When the General Fund was accountedrfa GAAP basis, the fund had a positive balari&191.8 million in
fiscal year 1997, compared to a balance of $180l#bmin fiscal year 1996. Virginia fully adopte@AAP financial reporting in fiscal year
1983, and experienced GAAP deficits from fiscalryB39092 as a result of a recession. The deficit in figear 1995 was primarily the res
of the federal retiree lawsuit noted earlier. GAdédicits may occur in Virginia without violating drstate Constitution or statutes which
prohibit deficit spending. However, if a GenerahBUGAAP deficit were to continue over time, agendleat rate state debt would view thit
a problem for state finances.

Debt Administration. The total outstanding debttef Commonwealth as of the end of fiscal year 1983 $10.7 billion. Long term bonds
and notes represent 97% of all debt, with the ramgi3% consists of capital leases, installmentipase contracts and various other paye

A total of $1.1 billion, or 10.7% of all debt, isgneral obligation of Virginia taxpayers and supgw by a pledge of all tax revenues and
other monies of the Commonwealth. Other tax suppadebt (limited obligations) totaled $2.3 billiand was outstanding at the end of fiscal
year 1997. This accounted for 21.3% of all debthenbooks of the Commonwealth. Mtax supported debt makes up 68% of all debt in the
Commonwealth. The majority of this debt is issugd/érious authorities that are created under &&teo issue bonds to finance various
programs considered to provide a benefit to thdipubotal debt in this category at the end of dilsgear 1997 was $7.3 hillion.

The Commonwealth of Virginia maintains a "triple B&nd rating from Standard & Poor's, Moody's IngesService, Inc. and Fitch IBCA,
Inc. (formerly Fitch Investors Service, L.P.) os dgteneral obligation indebtedness, reflecting it g sound fiscal management, diversified
economic base and low debt ratios. There can l@ssrances that these conditions will continue.aferthese same conditions necessarily
applicable to securities which are not generalgattions of the Commonwealth. Securities issueddegific municipalities, governmental
authorities or similar issuers may be subject togbonomic risks or uncertainties peculiar to #seiérs of such securities or to the sources
from which they are to be paid.

Washington Risk Factors

Economic Outlook. The State of Washington was eckay an enabling act of Congress in 1889. TheeStdtich comprises 68,139 square
miles, is located on the Pacific Coast in the neestern corner of the continental United Stateg fiild moist climate in western
Washington makes this region excellent for dairyniag and the production of flower bulbs. Washimggdocation makes it a gateway for
land, sea, and air travel to Alaska and the PaRiiie countries. Its coastline has hundreds of laaygkinlets that make excellent harbors. East
of the Cascade Mountain Range, farmers raise teksind wheat on large ranches. Washington leadsation in apple production, and the
State produces large amounts of lumber, pulp, paperother wood products.

The City of Seattle, located in northwestern Wagtuin, is the largest city in the Pacific Northwastl serves as the King County seat. King
County and the adjacent counties to the north, 8mi¢gh and Island Counties, comprise the Seattlad?yi Metropolitan Statistical Area
(PMSA), which is the fourth largest metropolitamtas on the Pacific Coast and biggest single corapbaf the State's economy.

Fiscal year 1997 proved to be an exceptional y@maWfashington's economy, with strong growth in esgpient and personal income also
projected through at least 1999. Growth in thesasis expected to outpace the national averageSTdie's wage and salary employment
rebounded in Fiscal Year 1997 after growing atsr#es than 2% in four of the last five fiscal yed@y contrast, State employment increased
by 4% in Fiscal 1997, nearly twice the nationalrage of 2.2%. This accelerated rate of growsmwiniscent of those experienced by the £

in the late 1980s--translated into more than 94880 jobs in Washington during the past fiscal year

Aerospace employment growth was a major factonényear's strong employment growth. Washingtongekt employer, the Boeing
Company, is preeminent in aircraft manufacture iarfteadquartered in Seattle, with plants in Aubkent, Renton, Everett and Spokane.
Boeing exerts a significant impact on overall Stateduction, employment and labor earnings. Aftercensecutive years of downsizing, the
aerospace industry added more than 18,000 emplayd€97.

Led by aerospace employment, manufacturing emplaymeé~Nashington increased by more than 24,000 jolfsscal Year 1997, an incre:
of 7.2%. Employment in durable manufacturing otiiain aerospace grew by 4.5% in Fiscal Year 19gwjfgantly outpacing the national
average of 0.9%. Within this sector of the econathg,strongest employment growth occurred in dtadtmachinery (12.6%) and non-
electrical machinery (9.7%



Non-manufacturing employment grew at a steady pa&e4sf, contributing another 70,000 jobs to the Stateonomy. This increase was led
by an 8.2% growth rate in transportation, commutioca and public utilities, and 7.3% growth in constion employment. Employment
growth in the services sector reached 4.0% duhirgsame period. Washington's remaining non-manurfagtsectors experienced
employment growth in excess of 2.0%, except foefatigovernment civilian employment, which decreasg 2.3%.

Agriculture, combined with food processing, is Wagiton's most important industry. With 35% of that8's value of agricultural productit
field crops remained the dominant category, witlalie of $2.05 billion in 1996, down 2% from 19@%:estock, poultry and their associated
products accounted for 25% of Washington's valugrofluction in 1996, making it the second most irtgtt category for the State. Fruit
crops contributed $1.26 billion to Washington'siagtural production in 1996, down 6% from 1995. Ang all the states, Washington ranks:
1st in the production of hops, lentils, apples, evaherries, pears, asparagus, carrots, and ragsh@nd in potatoes and apricots; and 3rd in
wheat, grapes, peas, onions, sweet corn and bieganing in Washington employs more than 66,900kens; with agricultural services
adding more than 59,000 jobs to this total. TheeStdood processing industries currently emplg@aximately 40,000 workers at more tl
750 plants, generating products worth nearly $®bilannually. These three industries account fdy about 5% of the State's total
employment, but generate more than 10% of the 'Stgitess product annually.

Natural forests cover more than 40% of the Stée®d area. Forest products rank second behind@eresn value of total n-farm
production. Approximately 2.6% of ndarm employment is in the forest products industrigh The Weyerhaeuser Company as the indu:
largest employer. Productivity in the State's fopreducts industry increased steadily from 1980980; since 1991, however, recessionary
influences have resulted in a production declingt, ¥ 1994, the industry employed more than 58 8ple and produced approximately
$11.0 billion worth of products. A continued deelim overall production during the next few yeargxpected due to federally imposed
limitations on the harvest of old-growth timber a&hd inability to maintain the recent record levalgproduction increases. Although
continued decline in unemployment may be anticigbatecertain regions, the impact is not expectesfftect the State's overall economic
performance significantly.

On a combined basis, employment in the governmemibsrepresents approximately 17% of all wagesatary employment in the State.
Seattle is the regional headquarters of a numbfedafral government agencies, and the State recaivabove-average share of defense
expenditures. Major federal installations includavil bases at Bremerton, Whidbey Island and Barig@rett is the site of a new Naval
home port; and an Air Force base (McChord) and amyAbase (Fort Lewis) are located in the Tacoma.d&Recent declines of naval and
civilian personnel in Kitsap County have been dffsgincreases in army personnel in Pierce Coukitypresent no major additions or
reductions to troop strength at Fort Lewis havenlreade. The long term outlook is for relative dighibut federal government civilian
employment will continue its trend of steady deelin

The State's unemployment rate for 1997 averagéd,48wn from 6.5% in 1996, while the United Stdtad an average unemployment rate
of 5.4% in 1996 and 5.0% in 1997. During the filsee months of 1998, Washington's unemploymepthas averaged 4.2%, significantly
lower than the 4.7% average for the nation.

Washington's per capita personal income reache $26n 1997, up from $25,277 in 1996. This gajpresents 5.7% growth, compared to
the State's 5.1% and 5.4% gains in 1995 and 1986 State's per capita personal income is curr@®dy4% of the national average
($25,598), up from 103.4% in 1996. In 1997, Wastonts growth rate was greater than the nationvalsade (4.8%), and the State moved up
two places to a 12th place ranking among all thgestin terms of per capita personal income. imgesf total personal income, however,
Washington ranked 14th in the nation, with a 7.4k gluring 1997. The national growth rate in tgatsonal income during 1997 was 5.7%.

While not projected to continue at quite the sameepas in 1997, Washington's economic outlookighbaccording to the May 1998 forec
by the State Economic and Revenue Forecasting d&Ri-C). Wage and salary employment is expeataginain strong over the next t
years, increasing 3.0% in 1998 and 2.0% in 1998sdPal income is expected to grow 7.2% and 4.6%4.9898 and 1999, respectively. As
December 1997, Washington marked 14 consecutives yéaconomic growththe longest period of economic expansion since tMafér I1.
With unemployment rates at the lowest level in 2&rg, economists warn that this trend cannot baises indefinitely.

The U.S. Census Bureau reports that Washingtopslation was recorded at 4,866,669 during the X28@sus. The population is estimated
to have reached 5,610,362 during July 1997. Betvi®80 and 1997, Washington's population has ineceasmore than twice the rate of the
nation as a whole, with gains of 15.3% and 7.6%peetively. Between July 1996 and July 1997, tlaeSt population grew by 90,837
people, a 1.6% increase. Net in-migration accoufgedpproximately 47.3% of Washington's growthcsii990. Washington's population is
expected to reach 5.9 million by the year 2000sTiew population boom is already putting heavyqureson the State's education systen
prisons, and its natural resources.

Budgetary Process. Like 22 other states, Washingpaets budgets for a two-year period, beginninduiy 1 of each odd-numbered year.
The Governor is required to submit a budget taStage Legislature no later than December 20 of#ae preceding odd-numbered year
sessions of the Legislature. The budget is a padgosexpenditures in the ensuing biennial pebiaded upon anticipated revenues from the
sources and rates existing by law at the time bfréssion of the budget. The appropriated budgetaanydhecessary supplemental budgets are
legally required to be adopted through the passébe&nnial appropriation bills by the Legislatued approved by the Governor. Biennial
operating appropriations are generally made afuhd/account and agency level. In a few cases, Wewdiennial appropriations are made at
the fund/account and agency/program level. Bierzagital appropriations are generally made atuielfaccount, agency and project level.

Biennial legislative appropriations are strict leljaits on expenditures/expenses, and over-expereli are prohibited. All appropriated and
nor-appropriated/allotted funds are further controligdhe executive branch through the allotment mec&his process allocates



expenditure/expense plan into monthly allotmentptmgram, source of funds, and object of expeneftuAccording to statutes, except under
limited circumstances, the original biennial alletmts are approved by the Governor and may be ckoisly at the beginning of the second
year of the biennium and must be initiated by tlowe&snor.

Proprietary funds earn revenues and incur expargeasovered by the allotment process. Budget estisrare generally made outside the
allotment process according to prepared businessplhese proprietary fund business plan estinaageadjusted only at the beginning of
each fiscal year.

Additional fiscal control is exercised through vars means. The Office of Finance and Managementtiorized to make
expenditure/expenses allotments based on avatflabflunanticipated receipts, mainly federal goveemt grant increases made during a fi
year. State law does not preclude the -expenditure of allotments, although the statutgiires that the Legislature be provided an
explanation of major variances.

As of May 20, 1997, Washington's Governor had gign® law a two-year $35.7 billion (all funds) apgng budget, a $1.9 billion capital
budget for new construction, and a separate $1liérbiransportation budget for capital construntjgrojects. Most major initiatives begun in
Fiscal Year 1997 are embodied on these budgets.

Revenues and Expenditures. Slightly more thandfalie State's operating budget for Fiscal 199Ts3®upported by General Fund-State (GF-
S) tax revenues, with the remainder coming fronefabifunds, dedicated taxes and fees and othennesosuch as earned interest and lottery
receipts. Since 1995, growth in GF-S expendituessidieen constrained by Initiative 601, which eshbt annual spending limits based on
changes in population growth and inflation.

Passed in the November 1993 general electionativiéi 601 eliminated the Budget Stabilization Aatat the beginning of Fiscal Year 1996
and created a new Emergency Reserve Fund. ltiaiged annual increases in GF-S expenditures tatieeage rate of inflation plus
population growth for the previous three years. &S revenues in excess of the spending limiafgr given year will be deposited in the
Emergency Reserve Fund on a quarterly basis. Ibdlence in the Emergency Reserve Fund exceedd b%mmial GF-S revenues, the
excess will be deposited in a new Education Coostnu Fund. During Fiscal Year 1997, the State nadied GF-S spending levels within
Initiative 601 expenditure limits. In October 19%7e State Treasurer made Washington's first qiyattansfer to the Emergency Reserve
Fund in the amount of $56.45 million, based onrthenue forecast for Fiscal Year 1998.

Governmental activities are accounted for in fooweynmental fund types:

general, special revenue, debt service and capitEcts funds. Revenues for all governmental funtided $17.3 billion for Fiscal Year 19
(ended June 30, 1997). This represents an inceé&s8% over revenue for Fiscal 1996 of $16.3 duilli Taxes, the largest source of
governmental revenue, produced 60% of all recefdteough this percentage is similar to Fiscal 198&ual tax revenue increased by $589
million. This increase was attributable to growtitthe State's population and personal income diriscal 1997, enabling increased retail
sales and use tax collections and federal goverhgrants-in-aid.

Expenditures for all governmental fund activitietated $17.9 billion during Fiscal Year 1997, up%.over Fiscal 1996's expenditures of
$16.8 billion. The largest portion of these expéamais was for education, accounting for $7.1 hillar 39.5% of total expenditures. The
second largest recipient of governmental fundslesan services, with $6.5 billion or 36.5%. Durlrigcal 1997, general government,
capital outlays and transportation expenditures@ated for $1.12 billion, $1.11 billion and $931llioih, respectively.

Washington's General Fund accounts for all germgraérnment financial resources and expendituresatpitired to be accounted for in other
funds. For Fiscal Year 1997, revenues in the Géfenad increased by $763 million or 6.1% to tothB® billion. Retail sales and use taxes,
the largest source of General Fund receipts a@@85@&aled $4.8 billion during Fiscal 1997, incriegsby $303 million or 6.8%. Federal
grants-in-aid reached $3.6 billion (up 4.6% or $t%Bion), representing 27.0% of all General Furdanues.

Expenditures for Fiscal Year 1997 General Fund/iiets totaled $12.7 billion, up 4.5% from the $ll2billion spent during Fiscal Year

1996. Of these expenditures, 43.8% went to suppoat school districts and higher education, an@%vwas spent for human services.
Washington's General Fund balance, including aktmees and designations, totaled $2.02 hillionfasioe 30, 1997, representing an increase
of $131.7 million or 7% from Fiscal 1996. This irese resulted primarily from improving economicditions coupled with a concerted

effort to slow State spending.

The State's General Fund revenues for the 1997i&@Rim are forecast to be $19.4 billion, an inseeaf 10% in nominal terms over the
previous biennium. Despite the effect of tax redur in recent years, this rate is typical of raxegrowth in the 1990s and stronger than in
the previous biennium. Barring further legislataction, the accelerating pace of State revenuedaadhs will leave Washington with a total
estimated reserve of $860.8 million by the enchef1997-99 biennium, according to the Novembercastby the ERFC. State General Fund
expenditure limits, established by Initiative 6@dl] hold supplemental expenditures in the 1998ikkgive Session to a maximum of $185
million.

Debt Management. The State Constitution and ergbtitutes authorize the incurrence of State geabligation debt, to which the State's
full faith, credit and taxing power are pledgedher by the Legislature or by a body designatedthiute (presently the State Finance
Committee)



General Obligation Bonds. General obligation bamalge been authorized and issued primarily to peofithds for acquisition and
construction of capital facilities for public andramon schools, higher education, public and mdmalth, corrections, conservation, and
maintenance and construction of highways, road$baidges. The State also issued bonds for assestarmunicipalities for construction of
water and sewage treatment facilities and correstfacilities. Additionally, bonds are authorizedlassued to provide for the advance
refunding of general obligation bonds outstandig of June 30, 1997, the maximum debt authorizaidrject to limitation was $4.7 billion.
This limit does not include motor vehicle fuel @ebt, limited obligation debt or reimbursable dekx¢mpt from the statutory debt limit.

Zero Interest Rate General Obligation Bonds. Zeterést rate general obligation bonds have bedrsdréd and issued primarily to provide
funds for acquisition and construction of publicrawistrative buildings and facilities, and capitatilities for public and common schools ¢
higher education. Total debt service (principal anidrest) requirements for zero interest rate g@rabligation bonds to maturity as of June
30, 1995 were approximately $492 million. As of 0, 1995, zero interest rate general obligatamdb outstanding totaled $208 million
while bonds authorized but unissued equaled zegppréximately $25 million of general obligation refling zero coupon bonds were sold in
Fiscal Year 1997. Approximately $33.67 million zeaupon bonds were issued in Fiscal Year 1997.

Bond Ratings. State of Washington general obligattionds currently have the following ratings: Stnad& Poor's Ratings Services, AA+
(upgraded from AA in July 1997); Moody's Invest&ervice, Inc., Aal (upgraded from Aa2 at the enBistal Year 1997); and Fitch IBCA,
Inc. (formerly known as Fitch Investors ServiceR ), AA+ (upgraded from AA).

Limited Obligation Bond. Limited obligation bondave been authorized and issued to provide fundgublic school plant facilities; State,
county, and city arterials; and State capital bodd and facilities. These bonds are payable piiynom dedicated revenue of the State's
motor vehicle fuel excise tax and other miscellarsededicated revenue generated from assets sinahitem's and tidelands, park, and land
grants. Outstanding general and limited obligabionded debt as of June 30, 1997 totaled $6.19@rpithn increase of 6.2% over June 30,
1996. Bonds were issued primarily to provide fauita projects and grants to local governments.

Revenue Bonds. Current State statutes empoweirc8tate agencies to issue bonds that are not sigohor are not intended to be
supported, by the full faith and credit of the 8tathese bonds pledge income derived from acqoirednstructed assets for retirement of the
debt and payment of the related interest. Revennddissued by individual agencies are supportdédsy; rentals, and tolls assessed to L
Primary issuing agencies are the State's Publigddsities and various Community Colleges. Totaltadelovice (principal and interest) for
revenue bonds to maturity at June 30, 1995 wasappately $310 million. As of June 30, 1995, revernonds outstanding totaled $162
million while bonds authorized but unissued equalech.

Certificates of Participation. The office of theaf&t Treasurer continued its administration of ttageScertificates of participation program
(COPs) which has been in existence since Fiscal ¥820. This program enables State agencies tadthe acquisition of real and persc
property at tax exempt interest rates realizingstautial savings over vendor financing. The Stateldicly-offered equipment certificates of
participation received a credit rating upgrade fidimody's Investors Service from A to Al. In thelrestate component of the financing
program, most projects received a rating upgraoi® #\1 to Aa3 as a reflection of their essentialrtesState government operations. A
corresponding rating upgrade for outstanding deatiés of participation was also received from 8&ad & Poor's. Representatives of the
rating agencies cited their reliance on centralizestsight of the program by Office of the Statea3urer and the Office of Financial
Management as a significant factor in their evaduaprocess. As of June 30, 1997, there were oudstg $236.4 million in certificates of
participation in all funds. Underlying this amouwmtre agency certificates originating from 60 ages@mounting to $233.2 million with the
balance on deposit with the trustee either forimgbe program (unissued proceeds) or to satisfgrie requirements. These programs are
currently funded from public offering of certifies of participation through a competitive bid prexe

West Virginia Risk Factors

From May 1997 to May 1998, West Virginia's privagetor has added 7,700 jobs, a 1.4% increase. @Gaiimg this period include 6,500 in
services, 1,700 in trade, and 1,300 in manufagju@ver the same time period, the state's minidgstry lost 1,500 jobs, and construction
and transportation recorded losses of 300 andr28pectively.

West Virginia's total nonfarm payroll employmentcddviay 1998 was 730,700. This is an increase gf@Dfrom May 1997. The goods-
producing industry decreased by 500 from May 1@9viay 1998, while the service-producing industrgerdy 20,600. The majority of the
jobs found in West Virginia are in trade and sezsi

West Virginia's seasonally adjusted employmentdatdined to 6.4% in May 1998. This is much higtien the U.S. employment rate of
4.3% for May 1998. The average unemployment rate@®fState in 1996 was 7.5%. West Virginia haoohicsdlly had a higher unemployme
rate than the nation as a whole.

West Virginia's per capita personal income in 1886 $18,444. Total personal income in the State$88s675 million.

The State's annual budget is prepared on a caih baxlified only at year end to allow for a thidpe day period for the payment of vendor
invoices for goods and services previously encusether

In the event there is a shortfall of General Reedrund collections during the year, the Governoy mmpose a spending reduction. In 1994,
the Legislature created a Revenue Shortfall Redeuwe (Rainy Day Fund) designed to prevent a spgndiduction. By law, the first fift



percent of the General Revenue Fund surplus fiscalfyear is set aside in a reserve or rainy day hot to exceed five percent of the total
appropriations from General Revenue for that y€his fund may be used to offset a shortfall of rawes which would otherwise require the
Governor to impose expenditure reductions.

Throughout the year, in the event of a budget sstupplemental appropriation requests may be madespecial session basis to the
Legislature. After the fiscal 1997 revenue estinvaés increased by $53 million to $2,407,930,00@rapriations from General Revenue w
increased by $46.4 million for supplemental appiatfms and approximately $7 million to fund newildation. Appropriated Special
Revenue and Federal Funds were increased by tigplesnental appropriations of $119.7 million. Dygrihe budget process, the Legislature
may also decide to reappropriate certain unexpehdddetary activities for expenditure in the nesary Accounts reappropriated generally
relate to special activities or projects that maguire several years to complete.

Actual revenue for the State's General Revenue Baraf June 30, 1997 was $2.424 billion. Total exiteres were $2.362 billion. The
State's budgetary General Revenue Fund balantesgear ended June 30, 1997 was $20.386 millioAulgust 1997, $10.193 million was
transferred to the Reserve Fund, which represkatstatutory requirements to transfer 50% of thdgbtary surplus at the end of the fiscal
year.

The State records its general long-term liabilittregs General Long-Term Debt Account. These liibs include general obligation bonds,
revenue bonds, capital leases, claims and judgmesnigpensated absences and pension obligatiors. Ase 30, 1997, total general long-
term debt was $1,751,788.

The State has constitutionally limited its abilityincur debt. The State's general obligation delsst be authorized by constitutional
amendment. A proposed amendment must be approvedobthirds of both the Senate and House Deledsésre it can be sent to vote.
General obligation bonds outstanding at June 387 1&re $267.165 million. This was composed of $8 hGillion in transportation bonds,
$34 million in school building bonds, and $116.4liom in infrastructure bonds. Revenue bonds outditag as of June 30, 1997 totaled $606
million.

The State maintains a bond rating of AAA and AfrStandard & Poor's and Moody's, respectively togéneral obligation indebtedness.

CONTENTS OF POST-EFFECTIVE AMENDMENT
TO REGISTRATION STATEMENT

This Post-Effective Amendment to the Registratitet&nent comprises the following papers and docisnen

The facing sheet
The prospectus
The signatures
The Consent of Independent Accountants

SIGNATURES

Pursuant to the requirements of the SecuritiesoA&B33, the Registrant, Insured Municipals Incomnast and Investors' Quality Taxempt
Trust, Multi-Series 135, certifies that it meetisadilthe requirements for effectiveness of this Regtion Statement pursuant to Rule 485(b)
under the Securities Act of 1933 and has duly chtisis Post-Effective Amendment to its Registrat8iatement to be signed on its behalf by
the undersigned thereunto duly authorized, anskiéd to be hereunto affixed and attested, allénGhy of Chicago and State of Illinois on the
22nd day of February, 1999.

INSURED MUNICIPALS INCOME TRUST AND INVESTORS' QUAL ITY TAX-EXEMPT TRUST,
MULTI-SERIES 135
(Registrant)

By Van Kampen Funds Inc.
(Depositor)

By: Gina Costello

Assistant Secretary
(SEAL)

Pursuant to the requirements of the SecuritiesoA&B33, this Amendment to the Registration Statérhas been signed below on February
22, 1999 by the following persons who constitutaagority of the Board of Directors of Van Kampemiés Inc.:

SIGNATURE TITLE

Richard F. Powers Il Chairman and Chief Executiv e )



Officer )

John H. Zimmerman Il President and Chief Operati ng )
Officer )
William R. Rybak Executive Vice President an d )
Chief Financial Officer )
A. Thomas Smith Il Executive Vice President, )
Gereral Counsel and Secreta ry )
Michael H. Santo Executive Vice President )
Gina M. Costello (Attorney in Fact)*

* An executed copy of each of the related powerattafrney is filed herewith or was filed with thecsrrities and Exchange Commission in
connection with the Registration Statement on F8rhof Van Kampen Focus Portfolios, Series 136 (Rib. 333-70897) and the same are
hereby incorporated herein by this referel



CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

We have issued our report dated December 24, 1@98rgpanying the financial statements of Insured iMpals Income Trust and Investors'
Quality Tax- Exempt Trust, Multi-Series 135 as aft@ber 31, 1998, and for the period then endedaaued in this Post-Effective
Amendment No. 7 to Form S-6.

We consent to the use of the aforementioned répdine Postffective Amendment and to the use of our namé agpears under the capti
"Auditors".

Grant THORNTON LLP
Chicago, lllinois

February 22, 1999
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