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PREAMBLE

The trustees of the Pension Reserve Trust (hereinafter the “Trust”), acting as the Pension Reserve
Board (hereinafter the “Trustees” or the “Board”) have agreed upon these by-laws to govern
their procedures and responsibilities administering the Trust.

On January 18, 2022, the United States District Court for the District of Puerto Rico, in Civil Case
No. 17-BK-3283 issued an order (Document No. 19813), approving and confirming the terms of
the Eighth Amended Plan of Adjustment under Title Ill of the Commonwealth of Puerto Rico, et
al., dated January 14, 2022 (Document No. 19784) (hereinafter the “Plan of Adjustment”). The
Plan of Adjustment incorporates certain documents such as a Supplement to the Plan of
Adjustment (Document No. 20353) that includes, among others, Deed number 2 of March 14,
2022, executed before the notary Edgardo Nieves Quiles (hereinafter the “Deed of Trust”)
creating the Pension Reserve Fund and the “Guidelines for the Governance and Administration
of the Puerto Rico Plan of Adjustment Pension Reserve Trust and Monitoring of Plan of
Adjustment Pension Benefits” (hereinafter the “Guidelines”).

The Guidelines and the Deed of Trust provide for the creation of the Trust as well as the
appointment requirements and procedures and obligations of the five trustees who constitute
the Pension Benefits Board.

The funds of the Pension Reserve Trust shall be used exclusively to provide financial support for
the Commonwealth’s pension obligations under the Pay Go system as provided in the Guidelines.
The sole beneficiary of the Pension Reserve Trust is the Commonwealth of Puerto Rico and its
funds shall be used solely for the payment of the defined benefit pensions and annuities’
obligations of the Commonwealth of Puerto Rico.

Article I. Responsibilities of the Board

Section 1.01 Fiduciary Duties and Obligations.

Upon acceptance of their trusteeship, the Trustees shall be individually and collectively, be
fiduciaries with the obligations and authorities provided in Article 27 of the Puerto Rico Trust Act,
including without limitation:

7 “"

(a) invest and administer the Trust property (trust’s “corpus”) in the interests of its
beneficiary;

(b) exercise reasonable care and skill as a prudent and reasonable person would when
administering the Trustee’s own affairs; and, because the Trustee were required to
possess skills and experience relating to investments, accounting, and finance, to use
those skills and experiences;

(c) in investing and administering the Trust property, a Trustee shall incur only costs that
are appropriate and reasonable in relation to such property, the purposes of the Trust,
and the skills of the Trustee;

(d) not delegate to other persons the performance of acts that the Trustee is, or could
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reasonably be, required to perform personally, except as provided in subsection (e)
below;

(e) delegate investment and asset management functions that a prudent trustee of
comparable skills could properly delegate under the circumstances. The Trustees have
the duty to exercise reasonable care, skill, and caution in the following:

(1) selecting an agent;

(2) establishing the scope and terms of the delegation consistent with the purposes and
terms of the Trust;

(3) define the delegated authority clearly; and

(4) periodically reviewing the agent’s actions in order to monitor the agent’s compliance
with the terms of the delegation. Trustees must endeavor to have any such agent to owe
a fiduciary duty to the Trust to exercise reasonable care while complying with the terms
of the delegation and having accepted the same, to voluntarily submit to the exclusive
jurisdiction of the United States District Court for the District of Puerto Rico.

(f) not to commingle Trust funds or property with any funds or property of the
Trustee(s);

(g) dispose of the Trust property only in the manner set forth in the Deed of Trust and the
Guidelines;

(h) to make distributions only in compliance with the provisions of the Deed of Trust and
the Guidelines;

(i) take reasonable steps to enforce claims of the Trust against third parties and to defend
claims against the Trust when these could result in losses thereto, unless it is reasonable
not to under the circumstances;

(j) keep and render clear and accurate accounts regarding the administration of the Trust
in accordance with the Deed of Trust and the Guidelines; and

(k) dispose of all the remaining Trust property upon its termination through the
appropriate alienation, in accordance with the terms of the Deed of Trust and the
Guidelines.

Article Il. The Trustees

Section 2.01 Appointment of Trustees.

Appointment of Trustees shall be made in accordance with the Deed of Trust and the Guidelines.
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Section 2.02 Qualifications.

The qualifications for Trustees are specified in the Guidelines.

Section 2.03 Appointment Term; Removal & Vacancies.

Trustees serve for a term of six (6) years and may be reappointed. The original Trustees serve
until December 31, 2027. If a Trustee does not complete his or her term for any reason, the entity
or person that appointed such person pursuant to Section 2.01 shall appoint a replacement
trustee who is eligible to serve in such position. In each case, the replacement trustee shall serve
for the remainder of the six-year term.

A trustee may be removed only by unanimous vote of all other Trustees.

Section 2.04 Compensation.

Trustees shall be paid an annual compensation in the amount provided in the Guidelines (subject
to adjustment for inflation to be determined using the indicators published by the Planning Board
of Puerto Rico), paid in four equal installments at the end of each calendar quarter.
Compensation for any period less than a full quarter shall be prorated.

The Trustees shall also be entitled to reimbursement of reasonable expenses incurred in
attending meeting and otherwise carrying out responsibilities as Trustees. Reimbursement shall
be made in accordance with the Expense Reimbursement Policy attached hereto as Exhibit A.
The Board may amend the expense policies at any time by majority vote without regard to the
requirements of Section 3.11.

Notwithstanding the foregoing, any Pension Reserve Board member employed by the
Government of Puerto Rico or any public corporation or instrumentality of the Government of
Puerto Rico shall not receive compensation for his or her service on the Pension Reserve Board
while so employed, but may receive reimbursement of in accordance with the Expense
Reimbursement Policy attached hereto as Exhibit A.

Article lll. Officers

Section 3.01 Appointment.

The Board shall, from its members, appoint a Chair, an Investment Committee Chair, an Audit &
Compliance Committee Chair (the “Officers”); and any other such officers as it considers useful
to fulfill the Trust’s purposes. The appointment of each Officer shall require the affirmative vote
of at least three (3) members of the Board, which must include at least one (1) Council Appointee
and one (1) Governor Appointee. Each such officer shall hold office for two calendar years, or
such other term as the Board specifies, or until his or her earlier resignation or removal. Any
officer may resign at any time upon written notice to the Board.

The Board may remove any officer by supermajority vote with or without cause at any time, but
such removal shall not by itself affect that person’s status as a Trustee.

Section 3.02 Powers and Duties of Executive Officers.

The officers of the Board shall have such powers and duties in the management of the Trust as
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may be prescribed in a resolution by the Board.

Section 3.03 Powers and Duties of the Chair.

The Chair shall give counsel and advice to the Board and the other Officers on all subjects
concerning the welfare of the Trust and the conduct of its business and shall perform such other
duties as the Board may from time to time determine. Unless otherwise determined by the
Board, he or she shall preside at meetings of the Board at which he or she is present. The Chair
will have authority to call meetings of the Board and recommend the creation of committees.

Section 3.04 Powers and Duties of the Investment Committee Chair.

The Chair of the Investment Committee shall, in the absence or disability of the Chair, perform
all duties of the Chair and when so acting shall have all the powers of and be subject to all of the
restrictions upon the Chair. The Chair of the Investment Committee shall have such other powers
and duties as may be prescribed by resolution of the Board.

Section 3.05 Powers and Duties of the Executive Director.

The Executive Director shall have the power to hire staff for the Trust and make other legal
commitments subject to the limitations of the approved budget and any limitations imposed by
the Board; prepare, execute, deliver and perform, as the case may be, such agreements,
amendments, applications, approvals, certificates, communications, consents, demands,
directions, documents, further assurances, instruments, notices, orders, requests resolutions,
supplements or undertakings, as the Executive Director determines necessary or appropriate.

Section 3.06 Powers and Duties of the Secretary.

The Secretary shall attend all meetings of the Board and shall be responsible for the minutes of
all proceedings. The Secretary shall sign such papers pertaining to the Board as he or she may be
authorized or directed to sign by the Board, including certificate of resolutions approved by the
Board. In the absence or disability of the Secretary, the Chair may direct any person to assume
and perform the duties of the Secretary. The Secretary shall also perform such other duties as
may be assigned to him or her from time to time by the Board.

Section 3.07 Calling of Meetings, Notice.

Meetings of the Board may be held at any time or place within or outside the Commonwealth of
Puerto Rico whenever called by the Chair or by any two trustees. Notice of a meeting of the
Board shall be given in writing at least twenty-four (24) hours before the meeting unless a
supermajority of trustees agrees in writing. The Board, in its discretion, may call for public
meetings.

Section 3.08 Public Meetings, Exceptions.

Meetings held by the Pension Reserve Board by their nature generally consider matters related
to the investment of the funds of the Pension Reserve Trust and as such under the Guidelines will
generally be confidential executive sessions. The Board may in some circumstances choose to
open meetings to members of the Pension Benefits Council, to representatives of the
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Government, of the Oversight Board, and/or the general public. If the Board chooses to do so, it
may close parts of any meeting to discuss privileged or confidential matters.

Section 3.09 Telephonic and Virtual Meetings Permitted.

Members of the Board, or any committee designated by the Board, may participate in a meeting
thereof by means of telephone, video or similar communications equipment by means of which
all persons participating in the meeting can hear each other, and participation in a meeting
pursuant to this Section 3.09 shall constitute presence in person at such meeting.

Section 3.10 Quorum; Vote Required For Action.

At all meetings of the Board, three (3) Trustees shall constitute a quorum. Except as required in
Section 3.11, the vote of a simple majority of the Trustees present at a meeting at which a
guorum is present shall be the act of the Board. Each Trustee will have the right to one (1) vote.

Section 3.11 Actions Requiring a Supermajority.

The approval of the following matters shall require the affirmative vote of at least four (4)
Trustees, which must include at least one (1) Governor Appointee one (1) Council Appointee and
one (1) Financial Oversight and Management Board for Puerto Rico (“FOMB”) Appointee (a
“Supermajority”):

e Approval of Withdrawal Requests made pursuant to sub-section B of Section 5.1 of the
Guidelines.

e Approval and amendment of these By-laws, or proposed changes to the Deed of Trust
and/or Guidelines.

e Creation of and appointment of the members of any committee of the Board, including
members that are not Trustees.

e Approval, amendments, or restatements of investment policy.
e Designation or removal of investment advisor or investment manager.

e Designation or removal of external auditors.

Section 3.12 Action by Written Consent.

Any action required or permitted to be taken at any meeting of the Board, or of any committee
thereof, may be taken without a meeting if the required number of members of the Board or
such committee required to vote in any such meeting to approve any such action, as the case
may be, consent thereto in writing.

Section 3.13 Minutes.

The determinations and agreements of the Board will be kept in writing. The minutes will be
prepared by the Executive Director, her designee or such other person as the Chair designates.
The same shall be approved by the Board.
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Article IV. Committees

Section 4.01 Establishment of Committees.

The Board shall have an Investment Committee and an Audit & Compliance Committee, and may
designate one or more other committees to perform the duties that the Board may require from
time to time, provided that whenever a committee is designated at least one (1) of the Governor
Appointees shall be a member of such committee. Unless otherwise set forth herein or
determined by the Board by resolution, the creation of a committee and the appointment of the
members of such committee shall require the affirmative vote of a super-majority of the Board
under Section 3.11.

Section 4.02 Non-Trustee Members.

Individuals who are not Trustees may be appointed to committees with approval of the Board.

Section 4.03 Audit and Compliance Committee.

The Board shall appoint and maintain an Audit and Compliance Committee which shall include at
least two (2) members who are Trustees. The Audit and Compliance Committee shall have such
powers and responsibilities as may be determined from time to time by the Board which may
include, among others: (1) reviewing and ensuring the adequacy and effectiveness of any
accounting policies adopted by the Board and other systems of internal controls, (2) approving
and directing audit plans, (3) recommending professionals for the performance of audits and
preparation of required reports (the “Independent Auditor”), (4) recommending and submitting
for approval to the Board the public financial reports, annual audit and related reports, and (5)
ensuring that the required access to the Trust’s books, records, and personnel is provided to the
Independent Auditor.

The Audit and Compliance Committee shall have the power to retain counsel, accountants,
auditors, or other advisors as and on such terms as the Audit and Compliance Committee in its
sole discretion deems appropriate to discharge its duties and responsibilities. The Audit and
Compliance Committee shall receive funding from the Trust to pay any such counsel,
accountants, auditors, or other advisor.

Section 4.04 Investment Committee.

The Board shall appoint and maintain an Investment Committee. The Investment Committee will
review and recommend to the Board any appropriate designations and/or changes in investment
policies, investments, investment managers, investment advisors, and/or such other consultants
or advisors as the Committee may deem appropriate. The Committee will also be responsible
for investment risk assessments. The Investment Committee will also supervise the preparation
of the reports to the Council to be prepared, delivered and published pursuant to Section 7.5 of
the Guidelines, Annual Reports to be prepared, delivered and published pursuant to Section 7.6
of the Guidelines, and any other similar reports.
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Article V.
Code of Conduct and Ethics, etc.

Section 5.01 Code of Conduct and Ethics.
The Board has adopted a Code of Conduct and Ethics which is attached hereto as Exhibit B.

Section 5.02 Conflicts of Interest.

The Board has adopted a Conflicts of Interest Policy which is attached hereto as Exhibit C.

Article VI. Amendments

Section 6.01 Amendments of By-laws.

These By-laws may be modified or repealed and replaced with an affirmative vote of a
Supermajority. If any non-consenting Trustee believe an amendment is improper or inconsistent
with the purposes and functions of the Board, that Trustee may bring the issue before the U.S.
District Court for the District of Puerto Rico for resolution.

In the event the Guidelines or the Deed of Trust are amended in any way that would make these
By-laws inconsistent with the amended Guidelines or the Deed of Trust, these By-laws shall be
deemed to have been amended in accordance with such amendment.

Approved in San Juan, Puerto Rico, this 6th day of June 2023.
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Exhibit A

Expense Reimbursement Policy

PENSION RESERVE TRUST OF PUERTO RICO

POLICY TITLE: EXPENSE REIMBURSEMENT POLICY
WHO IT COVERS: BOARD MEMBERS, EMPLOYEES, AND CONTRACTORS

Approved as of: August 2022
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Article VII. 1. Introduction

The Board Members of the Pension Reserve Trust for Puerto Rico (“the Board”) recognizes that board
members, officers, staff, and contractors” of the Board may be required to travel or incur in other
expenses from time to time to conduct Board business.

This Expense Policy (the “Policy”) is designed to govern the reimbursement of reasonable expenses
incurred on authorized Board activities. Consequently, all reimbursed expenses must be consistent with
a business objective and carried out in a timely and cost-effective manner.

This Policy applies to board members, staff, and contractors™ who incur authorized and approved travel
and other expense items in the context of the Board’s business. While exceptions are not normally
permitted, there is clear recognition of certain special business needs. In any such exceptional
situations, all board members, officers, staff, and contractors* are expected to apply a high degree of
common sense and good judgment.

* Expense policy applies only to contractors whose contracts specify they will be able to reimburse listed expenses.
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Article VIII. 2. Purpose of the Policy

The purpose of this policy is to ensure that (a) adequate cost controls are in place, (b) travel and other
expenditures are appropriate, and (c) to provide a uniform and consistent approach for the timely
reimbursement of authorized expenses incurred by the Board. It is the policy of the Board to reimburse
only reasonable and necessary expenses incurred by board members, staff, and contractors. This policy
will be reviewed as necessary by the Board and adjusted for inflation or modified for other
circumstances.

Article IX. 3. Principles of the Policy

The Policy aims to provide a flexible framework for travel and other expenses based on the following
principles:

3.1 This Policy applies to Board members, staff, and contractors undertaking travel and other
expenses on Board-related business and for the purposes of this Policy, the term “staff” shall
mean employees of the Board.

3.2 It is the responsibility of Board members, staff, and contractors to ensure that all expenses are
attributable to a valid Board business purpose.

3.3 Board members, staff, and contractors shall be entitled to reimbursement of expenses. As
needed, the Board may request the production of supporting vouchers, receipts and invoices
(“Receipts”) providing adequate detail to confirm the conformance of such expense with this

policy.

3.4 It is the responsibility of the staff and contractors to obtain travel authorization from the
Executive Director or Authorized Representative prior to organizing or incurring any travel costs
[See Appendix A for Authorization Authority]. Expense reimbursement, except for Board
members, is subject to having received prior authorization. Exceptions can be made by the
Chair, Executive Director or Authorized Representative. All expenses are subject to review and
audit and may be disallowed if determined not to conform to this Policy.

3.5 When appropriate, the use of video and telephone conferencing instead of travel should be
considered to reduce travel expenses.

Article X. 4. Travel Expenses
Article XI. 4.1 Air Travel
41.1 Costs for air travel will be reimbursed on an actual cost incurred basis. As a default,

travelers are required to travel in a cabin class no higher than premium economy class.
For travel with total travel times longer than 6 hours, a business class (or first class if
business class is not available) fare may be booked. Business class may also be selected
when those fares are comparable to the premium economy class airfare on the same
route.
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4.1.2

4.1.3

Article XIlI.

4.2.1

4.2.2

Article XIII.

43.1

4.3.2

Article XIV.

44.1

44.2
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Flights should be booked to provide the best value/lowest cost and fit between cost and
convenience. Board staff shall book flights through the Board’s Executive Assistant.
Board members may book flights through the Board’s Executive Assistant or
independently. Board contractors must book flights independently, though they are
allowed to consult the Board’s Executive Assistant on fares the board members and staff
are using.

Any alteration to original travel plans must be justified and approved in accordance with
the Policy.

4.2 Train Travel

Costs for train travel will be reimbursed on an actual cost incurred basis. For all trains,
the Board may reimburse travelers for their economy train fares or business class train
fares when those fares are comparable to the equivalent economy class airfare on the
same route.

Board staff shall book trains through the Board’s Executive Assistant. Board Members
may book trains through the Board’s Executive Assistant or independently. Board
contractors must book trains independently, though they are allowed to consult the
Board’s Executive Assistant on fares the board members, officers, and staff are using.

4.3 Hotels and Lodging

Accommodation costs may be reimbursed by the Board. Board members, staff, and
contractors should not exceed cost of accommodation per night similar with that of the
lowest regular rate for a standard room for the selected hotel. For reservations booked,
the maximum reimbursable amount will be $500 per night, exclusive of taxes and hotel
service fees. If accommodations are not available for a standard room, please refer to
section 6.2 for additional information.

Board staff shall book hotels through the Board’s Executive Assistant. Board members
may book hotels through the Board’s Executive Assistant or independently. Board
contractors must book hotels independently, though they are allowed to consult the
Board’s Executive Assistant on fares the Board members, officers, and staff are using.

4.4 Transportation

Transportation costs during trips associated to Board business will be reimbursed. Board
members, staff, and contractors can expense the following transportation costs: 1)
transportation to and from the airport / train station and 2) transportation to and from
the meeting location. Transportation costs cover taxi services or equivalent (e.g., Uber,
Lyft or any other transportation means).

Local transportation costs associated to Board business will be reimbursed. Board
members and staff can expense the following transportation costs: 1) transportation to
and from the meeting location. Transportation costs cover taxi services or equivalent
(e.g., Uber, Lyft or any other transportation means). When using personal vehicles for



transportation, the Board members and staff can expense the following costs: 1)
mileage as per the IRS rate in the following link: https://www.irs.gov/tax-
professionals/standard-mileage-rates, for mileage driven in excess of their normal
commute, 2) parking fees, and 3) tolls.

Article XV. 4.5 Per Diem

4.5.1 Board members and Board staff who travel more than 50 miles as a result of their work
with the Board, and who are eligible for reimbursement of expenses, may receive a per
diem for meals and other authorized expenses in an amount of $200 per full day and
$100 on travel days.
Unless required by local law and regulation, the per diem allowance will not be subject
to tax retention according to Puerto Rico’s Internal Revenue Code and does not require
submission of receipts.

Article XVI. 5. Other Expenses

5.1 Other expenses are reimbursable provided they are legitimate, necessary, and
reasonable expenses directly connected with or pertaining to the Board, such as office
supplies, printing and reproduction, and messengers, among others.

Article XVII. 6. Reimbursement of Expense

6.1 Expense claims should be submitted no later than sixty (60) days after the charges are made.

Claims submitted after sixty (60) days may be disallowed.

6.2 In rare circumstances, and on an exceptional basis, reimbursement in excess of stated limits may
be provided when lodging options are not available below. In such rare circumstances, the need
for higher reimbursement shall be justified in writing by the Board members and staff. The Chair
of the Board or the Chair’s Authorized Representative will have sole discretion to approve or
deny such expenditures.

6.3 With the exception of a Per Diem amount, Receipts are required for all expenditures over $75 to
be reimbursed. If a receipt is not available, an adequate explanation of the expense and the
reason for the missing receipt is required.

6.4 Alcoholic beverages will not be reimbursed under any circumstance.
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Article XVIIl.  Appendix A: Travel Authorization Prior Approvals

Expense to be Incurred By:

Authorization From:

Board Staff

Executive Director or Authorized Representative

Board Contractors

Executive Director or Authorized Representative

Executive Director

Chair or Authorized Representative

Chair and board members

N/A
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Exhibit B

Code of Conduct and Ethics
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Exhibit C

Conflicts of Interest Policy
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