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I.	 INTRODUCTION

	 This document contains the terms and conditions that govern the opening and 
maintenance of Individual Retirement Account (IRA) at Banco Popular de Puerto 
Rico (the Bank). This document describes the investment alternatives available 
through these accounts. It also includes the disclosures required by the IRA 
regulation, issued by the Office of the Commissioner of Financial Institutions of 
Puerto Rico (OCIF).

	 The Bank has organized the Banco Popular IRA Trust and the Banco Popular 
Time Deposit IRA Trust under the laws of Puerto Rico. Each Trust is managed by 
the Bank as Trustee. The purpose of said trusts is to permit eligible individuals to 
make certain annual contributions to Deductible Individual Retirement Accounts 
or Non-Deductible Individual Retirement Accounts.

	 The Customer, upon signing the account documents (including this IRA 
Agreement) and by establishing an IRA with the Bank, (1) agrees and 
acknowledges that his/her contractual relationship with the Bank will be subject 
to the terms and conditions established herein and (2) adopts the terms of the 
applicable Deed of Trust.

	 When used in this document, the word “Bank” refers to Banco Popular de Puerto 
Rico. The word “Customer” refers to the person establishing an IRA with Banco 
Popular, as well as his/her legal representatives. The term “Stock Exchange 
Business Day” means any day (except Saturday, Sunday, and holidays) in which 
the stock exchanges of New York and Chicago are open to the public for trading. 
The term “Transaction Date” means the date on which the contribution received 
from the Customer is processed. The term “Effective Date” means the date on 
which the transaction of the contribution or deposit amount received from the 
Customer becomes effective. The term “IRA” means a Deductible Individual 
Retirement Account (which is known at the Bank as an IRA Banco Popular) or a 
Non-Deductible Individual Retirement Account (which is known at the Bank as 
a Roth IRA) established by the Customer with the Bank.

	 This Agreement, its amendments, exhibits and any other related documents, 
to the extent signed and delivered or transmitted by electronic means will be 
treated and considered, for any purposes, as a legitimate and authentic original 
document and will have the same force, validity, and effect as if such document 
was signed in handwriting and deliver in person. The parties to this Agreement 
acknowledge that they will not use the digital or electronic signature method or 
the event of delivery or transmission of the documents by electronic means to 
question the formation, effect and validity of the Agreement, its amendments, 
exhibits and any other related documents.

II.	 INDIVIDUAL RETIREMENT ACCOUNT AGREEMENT (IRA AGREEMENT) 

	 A.	 General Information	

1.	 Regulations - The regulations for the administration of IRA Accounts 
issued by OCIF require the Bank to provide each Customer that 
establishes an IRA with an Individual Retirement Account Agreement 
(IRA Agreement) containing certain general information regarding the 
IRA Account.

	 It is not the intent of this IRA Agreement to be exhaustive or conclusive, 
nor does it apply to a specific person or situation, nor does it intend to 
be a substitute for qualified tax or legal advice.
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	 Each IRA established by a Customer is created under the provisions 
of the Puerto Rico Internal Revenue Code of 2011, as amended (the 
“Code”) and will be separate from any other IRA established by 
another Customer. The Customer shall be exclusively responsible 
for deciding how his/her contributions will be invested by choosing 
among the investment options made available by the Bank from time 
to time, subject to the terms and conditions of the corresponding 
Deed of Trust, this IRA Agreement, the Addendum to the Individual 
Retirement Account Agreement, the Offering Circulars, and any other 
disclosure statement of the various collective investment funds and 
term bank deposits made available by the Bank form time to time (the 
“Investment Alternatives”).

	 The Code recognizes two types of IRA’s, the Deductible Individual 
Retirement Account and the Non-Deductible Individual Retirement 
Account. Under a Deductible Individual Retirement Account, an 
eligible individual can make an annual contribution that can be tax 
deductible for the purposes of determining the net taxable income 
when filing his/her tax return in Puerto Rico for the year in which the 
contribution is made.

	 In the case of a Non-Deductible Individual Retirement Account referred 
in the Bank as the Roth IRA, an eligible individual can make an annual 
contribution that is not deductible from the taxpayer’s taxable income; 
however, the appreciation in value of the account will not be taxable 
if the individual receives the funds from the account pursuant to a 
“qualified distribution”, as defined below.

	 The Code and the regulations adopted thereunder impose penalties 
and restrictions designed to avoid or discourage the use of the 
contributions made to the IRA for purposes other than retirement or 
other qualified distributions as such term is defined below.

2.	 Business Days - The Bank operates Monday thru Friday, excluding 
federal holidays. Even though the Bank offers services to the public 
on Saturday, Sunday, and holidays, these days are not considered 
regular Business Days. Appropriate Business Days and operating 
hours are available at each branch and are subject to change, at the 
Bank’s discretion. Internet Banking and TeleBanco Popular services 
are available 24 hours a day all year long. Said services are subject to 
availability and their respective terms of use. 

3.	 Notifications - Any notification from the Bank to the Customer, that 
is required in accordance with this IRA Agreement, is considered 
in effect upon its delivery to the Customer’s last known registered 
address. The Bank will only send Account Statements electronically to 
those customers who chose this option through Mi Banco.

4.	 Nullity - In the eventuality of any Banco Popular IRA Agreement 
term or condition being declared null or ineffective, according to any 
provision of law or regulation under the Commonwealth of Puerto 
Rico or the United States, said occurrence will not affect the validity or 
effectiveness of the remaining terms and conditions.

5.	 Availability of Funds and Products – In the eventuality that the 
investments that you select are not immediately available, your 
Account balance, if required by the Commissioner of Financial 
Institutions, could be invested by the trustee in the form of a combined 
short-term deposit that accrues interest for the Customer’s benefit.
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6.	 Amendments - The Bank reserves the right to amend the terms and 
conditions established herein at any moment. Unless another term is 
established in this document, or by law or regulation, said amendments 
could be effective as soon as they are communicated in a visible 
location within a Bank branch.

7.	 Possible Financial Exploitation of the Elderly or Disabled - You 
acknowledge that the Bank may be required, by applicable law or 
regulation, to provide information about possible financial exploitation. 
Therefore, You authorize the Bank to disclose information such as your 
name, address, account signatories and transaction patterns to the 
agencies designated by any such law or regulation. 

8.	 Legal Processes Against Accounts/Attachments - You agree that the 
Bank will comply with any order or writ of attachment issued by a court 
or governmental authority (including but not limited to the Puerto 
Rico Treasury Department and the US Internal Revenue Service), and 
will freeze and/or deliver funds available at the time the order or writ 
of attachment is presented to the Bank, in accordance with its terms.

	 The Bank shall be under no obligation to contest, challenge, or question 
the terms of an order, notice of levy or writ of attachment, or to raise 
any defense that You may have against the person or entity promoting 
the order or writ. The Bank shall strictly comply with the terms of any 
such order or writ, until it has been served with an order or a resolution 
issued by the same court or authority indicating that the same be 
released. Presentment to the Bank of evidence of payment of the debt 
or release of the obligation that prompted the order or notice of levy 
shall not be sufficient for the Bank to release the funds.

 	 The Bank may impose a garnishment fee if it is presented with an order 
to attach or garnish the funds in the Individual Retirement Account 
(IRA). The Bank will not be responsible for the tax consequences that 
may apply to you as a result of the Bank’s compliance with such order 
or writ.

9.	 Eligibility - In general, under the Code, the requirement that an 
individual must meet in order to be eligible to establish an IRA with 
Banco Popular is that he/she must receive “compensation”; that 
is, wages, salaries, professional fees, occupational income, sales 
commissions, tips or income from self-employment from sources 
within Puerto Rico. The term “compensation” does not include 
interests, dividends, rents, gifts, royalties, capital gains, or other 
income not derived from services.

a.	 Investment in the Banco Popular Time Deposit IRA Trust

	 The Customer must be a resident of Puerto Rico to establish or 
maintain an IRA. 

b.	 Investment in the Banco Popular IRA Trust

	 The Customer must be a resident of Puerto Rico. This IRA 
Account is offered only to residents of Puerto Rico. Therefore, the 
Bank reserves the right to terminate any IRA as soon as it realizes 
(direct or indirectly) that the individual is not, or ceases to be, a 
resident of Puerto Rico. The termination of this IRA Account shall 
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be registered as an internal transfer to a Flexible IRA and penalties 
may apply, depending on the product acquired. For more details 
regarding the Flexible IRA and the applicable penalties to IRAs 
invested in Mutual Funds, Popular Total Return Fund, Inc please 
refer to Section III and IV. INVESTMENT ALTERNATIVES (MUTUAL 
FUND INVESTMENTS).

10.	 Special Provisions Applicable to Banco Popular IRA TRUST

a.	 Transactions with Bank affiliates

	 The Bank, as a trustee of the Banco Popular IRA Trust, could 
purchase securities, including shares issued by the Popular Total 
Return Funds, or other Banco Popular investment instruments, 
from or through affiliates of the Bank, including, but not limited 
to, Popular Securities LLC and/or Popular Inc.

b.	 Performance Calculation of Collective Investment Trust or a 
Mutual Fund

	 The actual performance of an investment made in a collective 
investment trust or a mutual fund can be determined only after 
the investment in the Banco Popular IRA Trust is redeemed and 
the proceeds are compared to the amount originally invested. 
The account statement sent quarterly and annually by the Bank 
contains an “interim return” which represents the net asset value 
of the Units of the Trust held for such period. This “interim return” 
is calculated based on the aggregate net asset value of the Units 
held in your account for such period compared to the net asset 
value at time of purchase of Units. The actual or final return may 
be higher or lower than the “interim return”.

 c.	 Eligibility Requirements - Please refer to Section II (A)(9)(b).

B.	 Non-Transferable and Irrevocable Customer’s Interest

	 Except as specifically stated in this IRA Agreement, your ownership interest  
over an IRA is irrevocable and non-transferable.

C.	 Contributions and Deductions

1. 	 Maximum Allowable Contribution

	 The maximum contribution is $5,000 per individual and $10,000 for a 
married couple filing joint returns.

	 The contribution that an individual or married couple filing jointly 
can make to an IRA is limited to the lesser of the maximum amounts 
described above and the adjusted gross income (in the case of 
married individuals filing joint returns, the aggregate adjusted gross 
income) derived from salaries and earnings attributed to professions 
or occupations, for the year in which the contribution is made 
(hereinafter the Maximum Allowable Amount).

	 The amount that is contributed to a Deductible IRA can be claimed as 
a deduction in the income tax return, but not the contribution made 
to a Non- Deducible Individual Retirement Account. However, in the 
latter case, the increase in value of the account will not be subject to 
tax if the Customer receives the funds in a qualified distribution.
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	 The maximum amount that can be contributed each year to a Non-
Deductible IRA is the difference between: (i) the Maximum Allowable 
Amount and (ii) the total amounts contributed to a Deductible IRA.

2.	 Contribution Deadline

	 The Customer must make his/her contributions to an IRA for any 
particular tax year no later than the date prescribed by the Code for 
filling his/her tax return for that year (which includes any extensions 
granted by the Puerto Rico Treasury Department).

3.	 Excessive Contributions

	 The Customer is solely responsible for making certain that his/her 
contributions to the IRA do not exceed the Maximum Allowable 
Amount. If the Customer makes an excess contribution, he/she must 
notify the Bank in writing before the beginning of the third month 
of the year following the tax year for which the contribution is made 
(February 28th for taxpayers filing on a calendar year basis). Upon 
receiving the notice, the Bank will distribute the excess contribution 
and any resulting income to the Customer (excluding any applicable 
penalty as stated in the IRA Disclosure or any disclosure documents of 
the Investment Alternatives) in a lump sum, on or before the filing date 
of the income tax return for the year for which the excess contribution 
was made (April 15th for taxpayers filing on a calendar year basis 
or any later date if the Customer presents the Bank with timely and 
sufficient evidence that he/she has obtained an extension from the 
Puerto Rico Treasury Department).

	 If the Customer makes a contribution to an IRA in excess of the 
Maximum Allowable Amount, and said excess, along with the income 
it generates, is not distributed within the time period described above, 
it will be understood that the total balance of the IRA was distributed 
to the Customer on the first day of the year in which the excess 
contribution was made, and will be subject to tax. In addition, said 
amount will be subject to a 10% penalty imposed by the Code for early 
distributions, as described below.

4.	 Age Limit to Contribute to a Deductible IRA

	 A Customer can make contributions to a Deductible IRA up to the tax 
year in which the person reaches 74 years of age. After the attainment 
of 74, the Customer cannot make any additional contributions to the 
IRA (unless they are made through rollovers, as explained below). 
This age limit does not apply to Non-Deductible IRA’s, to which 
contributions can be made even after the individual reaches 74 years 
of age.

5.	 Transfer of an IRA Account due to a Divorce

	 The transfer of an IRA Account to his/her previous spouse pursuant 
to a divorce decree or a written document executed by virtue of a 
divorce will not be considered a taxable distribution. Upon its transfer, 
the owner of the IRA Account will be the previous spouse.
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D.	 Distributions

1.	 Tax Treatment of a Distribution

a.	 Deductible IRA

	 The Customer may request that the Bank distribute the funds 
from his/her IRA (either the Deductible or the Non-Deductible 
IRA) at any time, subject to the provisions of the Code.

	 The funds deposited in a Deductible IRA are subject to income 
taxes in Puerto Rico when distributed or when deemed distributed. 
In addition, if the distribution does not constitute a qualified 
distribution, it will be subject to the 10% penalty imposed by the 
Code or 15% in case of having prepaid income taxes as disposed 
under Section 1023.23 of the Code (the “Early Distribution 
Penalty”). See Section II.D.2 below. The total distributed amount 
attributable to the contributions made to the Account and the 
increase in value of the account will be taxed at regular income 
tax rates, except under certain circumstances, as described below.

	 Subject to the limitations imposed by the Code, a distribution 
attributable to interest income generated by a Deductible IRA 
invested in a Fixed-Term Deposit, issued by the Bank, including a 
Regular IRA and a Stock Market IRA (as described in Part Ill of this 
document), is currently eligible for an income tax exclusion of up 
to $100 ($200 for spouses filing jointly). The interest generated in 
any year in excess of the tax exclusion amount from Puerto Rico 
source gross income may be taxable, at the Customer’s option, 
at a special rate of 10%, which will be withheld by the Bank. The 
option must be exercised prior to the distribution. If the Customer 
does not elect the 10% rate, the distribution will be taxed at the 
regular rates.

	 If a Customer is currently receiving retirement benefits from the 
Commonwealth of Puerto Rico Employee Retirement System or 
its instrumentalities, the Judiciary Employee Retirement System, 
or the Teacher’s Retirement System and requests a total or partial 
distribution from its IRA, he/she may elect to be taxed at a special 
10% tax rate, instead of the tax rates described above, on those 
amounts attributable to non-exempt interest or to appreciation in 
value on the account. The distributed amount that is attributable 
to the principal contributed to the account will be taxed at the 
regular tax rates. Government retirees must elect to be taxed at 
the special tax rate before the Bank makes the distribution. If he/
she so elects, the Bank must deduct and withhold the 10% tax 
from the eligible amount and remit it to the Puerto Rico Secretary 
of the Treasury.

	 A distribution of income derived by a Deductible IRA from 
investments made in the Popular Tax-Exempt Trust Fund or via 
the Fixed-Term Deposit (Exenta Popular), and which are derived 
from income earned by those Funds on tax-exempt investments 
(but not gains from the sale of said investments) will be added to 
the Customer’s Deductible IRA tax basis (which would otherwise 
be zero) and, therefore, is excluded from the Customer’s gross 
income when the distribution is received.
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	 The Code provides for various categories of tax-exempt income 
and income subject to preferential tax rates to be considered for 
purposes of Alternate Minimum Tax (AMT) for individuals.  At 
present, AMT applies to individual taxpayers with incomes subject 
to an AMT of $25,000 or more. The AMT top rate is 24% for incomes 
subject to an AMT in excess of $250,000. These provisions may 
affect the taxation of taxpayers that receive IRA Distributions that 
include interests that would be otherwise exempt from regular 
income tax or subject to preferential tax rates. The Customer should 
consult a financial and/or legal counselor for more information.

	 For more detailed information regarding the tax on the distribution 
of income generated by each Investment Alternative available 
under the Deductible IRA Trust, please refer to the disclosure 
document of each of the Investment Alternatives. 

b. 	 Non-Deductible IRA (Popular Roth IRA / Stock Market Roth IRA)

	 The amounts contributed to a Non-Deductible IRA, contrary to 
those made to a Deductible IRA, cannot be deducted from the 
individual’s taxable income (and are therefore considered after-
tax contributions). However, when a distribution is made from the 
account, the portion corresponding to the amounts contributed 
is not subject to tax. The appreciation in value and the interest 
earned on the amounts contributed are also not subject to tax if 
the distribution constitutes a “qualified distribution.” If they are 
not qualified distributions, the appreciation in value of the Non-
Deductible IRA and the accumulated interests will be taxed at 
regular rates, as explained in paragraph (a) above, and would be 
subject to the Penalty for Unqualified Distribution.

	 For more detailed information about the tax implications of 
a distribution of income generated under each Investment 
Alternative available for the Non-Deductible Individual 
Retirement Account, refer to the disclosure document of each of 
the Investment Alternatives.

2. 	 Early Distributions - Penalty under the Code

	 Distributions from an IRA can be made at any time. However, any 
amount distributed or deemed distributed will be subject to the 
Early Distribution Penalty, unless the distribution is made due to the 
Customer canceling his/her IRA within the first seven working days 
after opening the IRA, or if it is a “qualified distribution”.

	 In addition to the aforementioned information, the Early Distribution 
Penalty will not apply if the Customer makes a rollover of the amount 
distributed to another Individual Retirement Account within sixty 
(60) days after receiving the distribution, or if the distribution is not 
considered taxable income.

	 Unless the Customer can present the Bank sufficient evidence to 
establish that the distribution is exempt from the Early Distribution 
Penalty, the Bank will withhold the applicable penalty on a distribution. 
In the following section, we will specify the evidence or documents 
that the Customer must present in order to be exempt from the Early 
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Distribution Penalty, as described above. In addition to the required 
evidence or documentation, the Customer must present a sworn 
statement certified by a Public Notary. The Bank has a model sworn 
statement that may be used for this purpose. 

3. 	 Qualified Distributions

a. 	 Distributions after 60 Years of Age

	 At any time after the Customer reaches sixty (60) years of age, 
he/she can begin receiving distributions from his/her IRA without 
being subject to the Early Distribution Penalty.

	 In the case of a Deductible IRA, the Customer must inform the 
Bank, no later than the date of his/her 75th birthday, the way 
in which he/she would like to have the IRA distributed. The 
Deductible IRA can be distributed in a lump sum or in periodic 
payments; monthly, quarterly, bi-annually or annually beginning 
no later than the end of the calendar year in which the Customer 
reaches seventy-five (75) years of age, and payable over a period 
of time that does not exceed the life expectancy of the Customer 
or the joint life expectancy of the Customer and his/her spouse. 
Non-Deductible IRA’s (Roth IRA) are not subject to this age/
distribution requirement.

	 Any distributable amount that is not claimed by the Customer 
within ninety (90) days following his/her 75th birthday will be 
withdrawn from the IRA account and deposited in a savings 
account with the Bank for the benefit of the Customer. The amount 
so transferred shall be deemed distributed to the Customer, for 
tax purposes, at the end of the taxable year in which the Customer 
reaches 75 years of age.

b. 	 Distributions Due to the Death of the Customer

	 Upon the death of the Customer, the balance of the Customer’s 
IRA must be distributed to the beneficiary or beneficiaries of 
the Customer within five (5) years from the date of death of the 
Customer without being subject to the Early Distribution Penalty. 
However, if the Customer has chosen to receive the IRA distributions 
over a period of time, and such distributions have already begun 
at the time of death, the distributions will continue to be paid 
to the beneficiaries as established. If the Customer’s beneficiary 
is the surviving spouse, the same rule will apply upon the death 
of the surviving spouse in relation to his/her beneficiaries, if the 
distributions to the spouse have already begun. The rules above 
do not apply if a beneficiary chooses to treat the balance of the 
Customer’s IRA as his/her own IRA.

	 The beneficiaries of a Customer or of his/her surviving spouse 
will be those persons who, under applicable law and rules of joint 
property, community property, estate and succession laws, have 
the right to the IRA in the event of the death of the Customer or 
of his/her surviving spouse.

	 Required documents: 

-	 Death certificate
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-	 Designation of heirship of the Customer’s Estate or the 
Customer’s will or testament (Certified by the Court, dated 
after the death, that states that said document is the last one 
granted by the Customer).

-	 Testamentary letters that accredit authority to the executor, 
if applicable and, 

-	 A copy of the authorization form granting the withdrawal 
of funds, certified by the Puerto Rico Treasury Department. 
Said authorization should include the following: a receipt for 
the taxes paid regarding the wealth of the property or a copy 
of the certificate granted tax exemption.

	 c. 	 Distributions Due to Disability

	 To qualify for the penalty exemption, the Customer must present 
a medical certificate issued by the Puerto Rico Workmen’s 
Compensation Insurance Fund (Fondo de Seguro del Estado), the 
Veterans Administration, or the Social Security Administration, or 
the governing board of any retirement system established by law.

d. 	 Distributions Due to Severe, Chronic, Degenerative and Terminal 
Disease

	 The funds of an IRA may be withdrawn without the application 
of the Early Distribution Penalty if such funds will be used for the 
treatment of a severe, chronic, degenerative, and terminal disease 
of the Customer or a family member until the fourth degree of 
consanguinity or second of affinity (parents, offspring, spouse, 
siblings, grandparents, grandchildren, nephews or nieces, great-
grandparents, uncles or aunts, great-grandchildren, cousins, 
parents-in-law or, brother-in-law or sister-in-law).  To the effects 
of the law, a disease of this kind is that who’s foreseeable effect is 
the loss of life or permanent physical disability.

	 Required Documents:

	 The Customer must present a Sworn Statement regarding the 
purpose of the withdrawal of the funds and a medical certificate 
that shows proof that the severe, chronic, degenerative, and 
terminal disease was diagnosed to him/her or to a family member 
until the fourth degree of consanguinity or second by affinity, 
whose foreseeable effect is the loss of life or permanent physical 
disability.

e. 	 Distributions Due to Unemployment 

	 To qualify for the penalty exemption, the Customer must present 
a certificate issued by the Puerto Rico Department of Labor and 
Human Resources, and evidence of unemployment or resignation 
or another similar document. The certificate must indicate that 
the Customer has applied for benefits and is qualified to receive 
them.

f. 	 Distributions to Cover the College Education Expenses of Direct 
Dependents 

	 To qualify for the penalty exemption, the Customer must present a 
certificate from the University stating that the direct dependent is 
a regular student at that institution or was accepted to register at 
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said institution. The certificate must provide a detailed description 
of the dependent’s educational expenses, including the dollar 
amounts that must be paid by the Customer. No reimbursements 
of costs already paid will be made.

g. 	 Distributions for the Acquisition or Purchase of a Computer

	 Regarding distributions for the acquisition or purchase of a 
computer, the Customer must certify in the sworn statement 
that the amount of $1,200 to be distributed will be used for 
the acquisition or purchase of a computer, that he/she has not 
withdrawn funds for this purpose from any IRA in the past six 
years, and that the acquisition or purchase of a computer is for the 
benefit of a dependent, up to a second-degree by consanguinity, 
who is currently in school, up to university level. The distribution 
will be subject to the maximum amount allowed by law or any 
applicable regulations.  No reimbursements of costs already paid 
will be made.

h. 	 Distributions in order to Acquire First Principal Residence

	 For distributions made for the acquisition, through either purchase 
or construction, of a property that will be used as the Customer’s 
principal residence, the Customer must certify that the amount 
distributed will be used for the acquisition of his/her first principal 
residence in Puerto Rico, and that prior to the distribution date, 
the Customer has not owned a residential property used as his/
her principal residence. The total amount received must be used 
for the intended purpose no later than the fifteenth (15 ) day 
after receiving the distribution, and the amount of the purchase 
price of the residence that has been paid from IRA funds, as 
well as the IRA account number, must be stated in the Deed of 
Purchase of said residence. The tax on the amount distributed 
from an IRA used for the purchase of a principal residence will be 
deferred until the Customer sells or transfers said residence. No 
reimbursements of costs already paid will be made.

	 Required document: 

-	 Sales contract that establishes that you have option the 
property or,

-	 Construction contract specifying the costs and the current 
stage of construction. Settlement Statements and Good 
Faith Estimates are unacceptable.

i. 	 Distributions for the Repair or Reconstruction of a Principal 
Residence

	 In the case of repairs or reconstruction of the principal 
residence damaged by fire, hurricane, earthquake or any other 
fortuitous act, the Customer is required to present the necessary 
certifications issued by federal or local agencies, that attest to 
the cause of the damages ( fire, hurricane or any other fortuitous 
act) and the amount of damages incurred by the Customer. No 
reimbursements of costs already paid will be made.
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j. 	 Distribution to Prevent Mortgage Delinquency / Foreclosure of 
Principal Residence

	 In the case of distributions to prevent mortgage delinquency or 
foreclosure (including certain refinancing) over the Customer’s 
principal residence due to loss of employment or substantial 
reduction in income, the Customer must present a Sworn 
Statement describing the purpose of such withdrawal. The 
Customer may withdraw up to fifty percent of the deposited funds 
or up to a maximum of $20,000, whichever is higher, without 
incurring the Code’s penalty. The check will be issued on behalf 
of the financial institution where the Customer’s mortgage is held, 
as specified in the Sworn Statement, and subject to any other 
requirement imposed by the Puerto Rico Treasury Department.

k.	 Distribution for the Acquisition of a Renewable Energy System

	 In the case of a distribution for the acquisition of a renewable 
energy system for the Customer’s residence, up to the maximum 
amount of $20,000, once every ten (10) years, the Early 
Distribution Penalty will not be applied. The Customer must 
present a sworn statement certifying the use of the funds for 
the acquisition of a renewable energy system.  The check will be 
made payable to the Customer or, at Customer’s request, to the 
renewable energy company.

l.	 Distributions to Pay a Child Support Liability

	 In the case of a distribution to pay a liability for child support 
that is overdue by six (6) months or more, the Early Distribution 
Penalty will not be applied.  The Customer must present a debt 
certificate from the Child Support Administration (ASUME, for its 
Spanish acronym).  The funds will be remitted to ASUME.

4.	 Distributions by Reason of a Disaster Declared by the Governor of 
Puerto Rico

Distributions not exceeding $100,000 made from a Deductible IRA to 
cover eligible expenses (the Eligible Distributions) shall be treated as 
a special distribution subject to the following tax, in lieu of any other 
tax imposed by the Code: (i) the first $10,000 will be fully exempt 
from Puerto Rico income tax, alternative minimum tax, and any 
income tax withholding and (ii) any amount distributed in excess of 
$10,000 up to the $100,000 maximum (the Maximum Amount) will 
be subject to a fixed income tax rate of 10%, which must be withheld 
at source.  The term Eligible Expenses include any expenses incurred 
by an individual to cover losses or damages suffered from a disaster 
declared by the Governor of Puerto Rico and any extraordinary 
or unpredictable expense to cover basic needs resulting from such 
disaster. The Maximum Amount will include distributions from any 
individual retirement account and from any qualified retirement plan 
under Code Section 1081.01 that complies with the requirements under 
said section for distributions by reason of a disaster declared by the 
Governor of Puerto Rico.  The Puerto Rico Secretary of the Treasury 
shall establish by regulation, administrative determination, circular 
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letter, or informative bulletin of general applicability the distribution 
period and documents that must be submitted by the Customer to 
request such distributions.

E.	 Rollovers

	 The amounts distributed from an IRA established by the Customer, or 
from a Pension Plan, or from profit sharing or stock bonus as described in 
Section 1081.01(d) of the Code (the Qualified Plan), may be transferred to 
another IRA established by the Customer, (these transfers will be referred 
to as “Rollovers”), in amounts in excess of the limits described above, and 
irrespective of the Customer’s age.

	 Rollovers, however, will not be deductible for the year in which those 
transferred contributions were made. If the Customer rollover an amount 
distributed from another IRA or Qualified Plan, the rollover must be made 
within sixty (60) days after receiving the distribution. If the rollover is not 
made in time, it may be considered an excessive contribution, as stated in 
this IRA Agreement under “Excessive Contributions”, with all the adverse 
consequences thereto.

	 Only one rollover from one IRA to another can be made within a one-year 
period, ending on the day that the amount being transferred was received. 
If a rollover is made directly between IRA trusts, the one-year restriction 
does not apply.

      	 An IRA, that has been established under the United States Internal Revenue 
Code of 1986, does not qualify to make or receive rollovers from an IRA in 
Puerto Rico.

	 Rollovers to a Non-Deductible IRA are allowed from the following sources 
of funds: (i) a Deductible IRA (ii) lump-sum distributions from an Employer’s 
Qualified Retirement Plans due to separation from employment; or (iii) 
another Non-Deductible IRA. A Deductible IRA can be converted into a 
Non-Deductible IRA. However, a rollover from a Non-Deductible IRA to a 
Deductible IRA is not allowed. 

	 Although rollovers (i) and (ii) are not subject to the Treasury penalty 
regarding early distribution, they are subject to applicable income taxes 
and will be treated as a non-qualified distribution. 

	 Once transferred to a Non-Deductible IRA, the appreciation in value and 
the interest earned in the account after the Rollover or conversion are 
not subject to tax if the distribution thereafter constitutes a “qualified 
distribution.”

F. 	 Charges and Expenses

	 The Bank may impose a one-time fee for the initial set-up of an IRA account 
and an annual fee for account administration. Also, the Bank may impose 
a processing fee per instrument for each qualified distribution, withdrawal 
prior to the maturity date, cancellation of an instrument, return of excess 
contributions, transfer to other eligible institutions, and distribution 
prior to the age of 75. These fees may be reflected as an expense when 
calculating the net income of each Banco Popular IRA. The Bank will notify 
its Customers in writing when applicable fees will be imposed and their 
specific amounts. 
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	 There may be charges payable to the collective investment trusts when 
funds are made available under the Banco Popular IRA at the time of 
purchase and/or sale of Units in such Trusts. This fee may be reflected as 
an expense when calculating the net income of each Trust. There may be 
fees applicable to the purchase of a mutual fund offered as an investment 
alternative under the Banco Popular IRA. Please refer to the mutual fund 
prospectus for more details regarding such expenses.

	 The Bank may waive, reduce, or increase any fee, charge, or expense 
described herein and may impose new fees or charges at the Bank’s 
discretion. Increases or the addition of fees will be made on a prospective 
basis.

	 The Bank shall be entitled to be reimbursed for such expenses of or pertaining 
to Banco Popular’s IRA Trust, including legal, accounting, auditing and other 
operational fees and expenses, as the Bank may incur and those not paid by 
the fees described herein. 

	 Any expenses (including the fees described herein) that are incurred in 
relation to a Banco Popular IRA in a particular, or to a group of Banco 
Popular IRA’s, may be charged against or assigned to that particular IRA or 
group of IRA’s.

G. 	 Bank Penalties for Withdrawal Prior to the Maturity Date of the Instrument

	 In addition to the penalty imposed by the Code for early distributions, the 
Bank may impose other penalties for withdrawals prior to the maturity date 
of the instrument in which the Customer elected to invest the funds.

	 From time to time, the Bank may change its penalties for withdrawals prior 
to maturity date by sending the Customer a written notice thirty (30) days 
prior to the effective date of the change. All changes will apply to balances 
deposited or renewed after the effective date of the change.

	 Bank penalties shall not be imposed for the distribution to customers upon 
reaching age sixty (60), for reasons of death, disability, or unemployment 
of the IRA Customer; nor for the severe, chronic, degenerative and terminal 
disease of a Customer or a relative until the fourth degree of consanguinity 
or second of affinity.

H. 	 Reports

	 The Bank will send tax reporting forms to each Customer and to the Puerto 
Rico Treasury Department, in the manner and dates required by the Code 
that shall include all contributions and/or distributions to and from the 
Banco Popular IRA during the year. The Bank will also send each Customer a 
Quarterly and Annual Statement that includes all transactions related to the 
Customer’s Banco Popular IRA as required by the Code. Said Statements 
will reflect the amount of all contributions, distributions, withdrawals or 
transfers made to or from a Customer’s Banco Popular IRA, interests, 
returns, income or other credits earned, and any charges, expenses, or fees 
assessed.

	 This statement will also include the following information when you decide 
to invest in the Popular Core Equity Fund and/or the Popular Total Return 
Fund (i) list and date of transactions completed; (ii) the net asset value 
of each share or unit, as applicable; (iii) the number of units or shares, 
as applicable; and (iv) the CUSIP numbers. The Bank may also provide 
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such information in a separate confirmation that will be delivered to your 
registered address within (30) thirty days from the date in which such 
investment is purchased by the Bank for the benefit of your IRA Account.

I. 	 Indemnity

	 Customers will indemnify and relieve the Bank of any and all claims, 
liability, and expenses (including, but not limited to, legal fees) that may 
arise or be imposed on the Bank as a result of non-compliance on the 
part of the Customer with the terms and conditions of the Deed of Trust, 
this agreement, the Offering Circulars, or any other disclosure documents 
regarding the Investment Alternatives selected for the investment, the 
Code, and the Regulations.

	 If you have any questions regarding your eligibility or tax status after having 
reviewed this IRA Agreement, the Deed of Trust, the Offering Circulars, 
or other disclosure documents in regards to the Investment Alternatives 
made available here to you, please consult your tax and legal advisors.

J.  	 Notices

	 Any written notice to the Bank must be sent to: Banco Popular de Puerto 
Rico, Trust Division (725) P.O. Box 362708, San Juan, Puerto Rico 00936-
2708.

K.	 Prohibited transactions

     	 The Customer may not engage in any transaction related to his/her IRA in 
violation of applicable laws and regulations. If at any time, the Customer 
does participate in a prohibited transaction, the Customer’s IRA will cease 
to be an Individual Retirement Account on the first day of the year in which 
the Customer was involved in said prohibited transaction. The Customer 
will be solely responsible for complying with this limitation and must 
notify the Bank immediately, in writing, if he/she fails to comply with this 
limitation.

L.   	 Use of an IRA as Collateral

	 A Customer’s interest in an IRA or in the assets kept in an IRA cannot be 
used as collateral to a loan. Any amount so used will be deemed distributed 
and may be subject to the 10% penalty for early distribution described 
above. The Customer will be solely responsible for complying with this 
limitation and must notify the Bank immediately, in writing, if he/she fails 
to comply with this limitation. 

M. 	 Life Insurance Contracts

	 No funds from an IRA can be partially or completely invested in life insurance 
contracts. 

III.	 INVESTMENT ALTERNATIVES (TIME DEPOSITS)

	 Following is a brief description of the alternatives available for the investment 
of your Popular IRA. For more information, please refer to the Time Deposit 
Disclosure Agreements, and the Stock Market IRA Deposit Disclosure.

A.	 FIXED-TERM TIME DEPOSITS DISCLOSURE (REGULAR IRA, POPULAR 
ROTH IRA, AND EXENTA POPULAR)

	 The Annual Percentage Yield (APY) disclosed is subject to maintaining the 
minimum initial deposit required for each term until its maturity.

14
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1.	 Minimum Deposit

	 The minimum initial deposit required for each term until its maturity is 
five hundred dollars ($500).

2.	 Terms and Interest Rate

	 Terms for the Regular IRA and Popular Roth IRA are: 12, 24, 36, 60, 84, 
and 120 months. The term for Exenta Popular is 36 months.

	 The interest rate is guaranteed for the term of each deposit.

3.	 Interest Calculation

	 The interest is computed daily based on the Daily Balance and is 
credited monthly. The Daily Balance method is used to calculate the 
interest. This method applies a Daily Periodic Rate to the principal in 
the account each day.

	 When opening the account with non-cash items (i.e. checks) interest 
begins to accrue on the Business Day in which the transaction is made.

4.	 Additional Deposits

	 After the instrument is opened, additional deposits cannot be made.

5.	 Renewal before Maturity

	 The instruments are renewed automatically at maturity on successive 
equal terms, at the current interest rate offered by the Bank at the 
moment of renewal. If the maturity falls on a non-banking day, the 
maturity date will be the next banking day, as previously defined.  
There are no grace periods for renewals.

6.	 Penalty for Withdrawal or Cancellation before Maturity

	 The penalty for withdrawal or cancellation before maturity of 
instruments opened or renewed after December 31, 2002 is 180 days 
of interest. Instruments opened or renewed on or before this date will 
be subject to the effective penalty at said time.

7.	 FDIC Insurance

	 The principal and the interest of the Fixed-Term Time Deposits will be 
insured by the Federal Deposit Insurance Corporation (FDIC) during 
the term of the Deposit, according to the applicable regulation.

B. 	 FIXED-TERM TIME DEPOSITS DISCLOSURE (IRA FLEXIBLE POPULAR)

	 The Annual Percentage Yield (APY) disclosed is subject to maintaining the 
minimum initial deposit required for each term until its maturity.

1. 	 Minimum Deposit

	 The minimum initial deposit required for each term until its maturity is 
two hundred dollars ($200).

2.	 Term and Interest Rate

	 The maturity term for the IRA Flexible Popular is: 12 months.

	 The interest rate is guaranteed for the term of each deposit.
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3.	 Interest Calculation

	 The interest is computed daily based on the daily balance and is 
credited monthly.  The Daily Balance method is used to calculate the 
interest. This method applies the Daily Periodic Rate to the principal of 
the account each day.

	 When opening the account with non-cash items (i.e. checks) interest 
begins to accrue on the Business Day in which the transaction is made.

4. 	 Minimum Additional Deposits

	 •    $100 through the branch

	 •    $25  through Pay-By-Phone Service (IRA Ahorro)

5.	 Renewal at Maturity

	 The instruments are renewed automatically at maturity on successive 
equal terms, at the current interest rate offered by the Bank at the time 
of renewal. If the maturity falls on a non-banking day, the maturity 
date will be the next banking day, as previously defined.

6.	 Penalty for Withdrawal or Cancellation before Maturity

	 The Bank penalty does not apply.

7.	 FDIC Insurance

	 The principal and the interest of the Fixed-Term Time Deposits will be 
insured by the Federal Deposit Insurance Corporation (FDIC) during 
the term of the Deposit, according to the applicable regulation.

C. 	 STOCK MARKET (IRA DEDUCTIBLE / ROTH IRA “NON-DEDUCTIBLE”) 
DISCLOSURE

1. 	 Minimum and Maximum Deposits

	 The minimum deposit required for a Stock Market (IRA/ Roth IRA 
“Non- Deductible”) as an investment in a Banco Popular IRA is five 
hundred dollars ($500). The Bank reserves the right to accept or 
reject, at its sole discretion, deposits in excess of two hundred and 
fifty thousand dollars ($250,000).

2.	 Term and Interest Rate

	 The maturity of a Stock Market is the last day of the fifty-ninth (59th) 
month following the month after the deposit is made.

	 Interest will be computed at a rate based on changes in the Standard & 
Poor’s® Composite Stock Price Index (the “S&P 500® Index”) over the 
term and will be computed and credited only at maturity. The Interest 
Rate and the Annual Percentage Yield (APY) of the Stock Market Time 
Deposit cannot be determined until maturity.

3.	 Transaction Limitations

	 After opening a Stock Market, additional deposits are not permitted at 
any time. Partial withdrawals of principal prior to maturity will not be 
permitted.
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4.	 Calculation and Payment of Interest

a.	 Interest Calculation. The Bank will compute the interest on the 
Stock Market as follows:

	 The Initial Index Value will be the value of the S&P 500® Index on 
the Stock Market Business Day immediately preceding the date 
of opening the Stock Market Time Deposit.  On local holidays, the 
Index to consider will be the Bank’s last Business Day; on federal 
holidays, it will be the last Business Day for the Stock Market.

	 Thereafter, the Bank will maintain records of the S&P 500® Index 
Value as of the last Stock Market Business Day of each month 
during the term of the Stock Market (the “Month-End Index 
Value”). At maturity, the Bank will compute the average of the 
Month-End Index Values over the term by adding the Month-
End Index Values and dividing that total by 60 to determine the 
Average Index Value. The Bank will then compute the average 
percentage increase in the S&P 500® Index, if any, by taking the 
Average Index Value and subtracting it from the Initial Index 
Value and dividing that figure by the Initial Index Value.

	 The interest to be paid is 1.25 (125%) of the percentage increase 
in the S&P 500® Index during the term of the Stock Market, up to 
a maximum of 40%, without guarantee of a minimum return at 
maturity.  

	 For example:  If the Initial Index Value is 900 and the average of 
the Month-End Index Values over the term of your Stock Market is 
1,150, the increase is 27.78%, that is: (1,150 – 900) / 900 = 27.78%.

	 Following the same example, at maturity, your Stock Market 
would earn interest equal to the following calculation:  1.25 x 
27.78%, which is 34.73%:

         $3,000 x 34.73% = $1,041.90

	 So, if the current balance is $3,000 the total value of your Stock 
Market at maturity should be $4,041.90. This means that your 
Annual Percentage Yield for a five-year Stock Market would be 
6.95% (34.73%/5 years).

b. 	 It is important to note that neither the final nor any intermediate 
Month-End Index Value will determine the interest rate paid on 
your Stock Market Time Deposit, but rather the average of all 
these values.

	 The Stock Market Time Deposit pays simple interest only. Since 
the interest computation and crediting occur only at maturity, 
there is no compounding of interest. Interest will be paid on the 
second Banking Business Day immediately following the maturity 
date of the Stock Market IRA, except as described below under 
“Market Disruption Event”.

	 In the absence of a manifest error, the determination of the 
interest due on the Stock Market Time Deposit by the Bank will be 
binding and conclusive for all purposes.
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	 If the Stock Market (IRA / Roth IRA “Non-Deductible”) is canceled 
by the Customer before its maturity date, no interest will be paid 
to the Customer. In addition, any such withdrawal will also be 
subject to certain penalties applied to the principal as described 
below under “Penalty for Cancellation before Maturity”.

5.	 Market Disruption Event

a.	 Should a Market Disruption Event occur (as defined below) on 
the date of a Month-End Index Value calculation (also an “Index 
Valuation Date”), the Bank reserves the right to determine the 
S&P 500® Index Value for said Index Valuation Date on the 
basis of the value of the S&P 500® Index on the first of the five 
immediate Stock Market Business Days on which there was no 
Market Disruption Event. If there is a Market Disruption Event on 
any of the mentioned dates, then the fifth Stock Market Business 
Day shall be used to determine the S&P 500® Index Value for said 
Index Valuation Date, notwithstanding, the Market Disruption 
Event. In any such case, the Bank reserves the right to consider 
any quantifiable effect that the Market Disruption Event has had 
on the value of the S&P 500® Index.

b.	 A “Market Disruption Event” means the suspension or material 
limitation of trading in a material number of securities included 
in the S&P 500® Index, securities generally on the New York 
Stock Exchange, option contracts related to the S&P 500® Index 
traded on the Chicago Board Options Exchange, Inc.; or future 
contracts related to the S&P 500® Index Value that are traded on 
the Chicago Mercantile Exchange.

c. 	 If a Market Disruption Event occurs on the maturity date of the 
Stock Market, the interest payment date shall be the second 
Banking Business Day after the date used by the Bank to 
determine the Month-End Index Value for said Index Valuation 
Date as described above.

6.	 Reduction in Principal

	 The principal balance in the Stock Market Time Deposit will not be 
reduced if the funds remain deposited until maturity. Even if the 
Average Index Value is less than the Initial Index Value, there will be 
no principal balance reduction.

7.	 Penalties for Cancellation before Maturity

a.	 The Customer should not invest in a Stock Market (IRA/ Roth IRA 
“Non-Deductible”) if he/she believes the funds will be needed 
before maturity or if it is anticipated that a mandatory IRA 
distribution will be triggered prior to maturity, upon reaching 75 
years of age. Partial withdrawals are not permitted.

b.	 Early withdrawal before maturity of the initial deposit at any 
time is subject to a substantial penalty applied to principal. 
Furthermore, since interest does not accrue on the Stock Market 
until maturity, no interest will be earned on amounts paid prior to 
maturity.
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c.	 Penalty for withdrawal or cancellation before maturity of 
instruments opened after December 31, 2002 will be the following: 
30% of the principal amount during the first year; 25% of the 
principal amount during the second year; 20% of the principal 
amount during the third year; 15% of the principal amount during 
the fourth year; and 10% of the principal amount during the 
fifth year; subject to the requirements of applicable regulation. 
Instruments opened on or before this date will be subject to the 
effective penalty at said time.

d.	 The above penalties are in addition to the applicable penalties 
under Puerto Rico laws and regulations for early withdrawal of 
funds from IRAs. Investors should consult the IRA Disclosure and 
the Banco Popular IRA dispositions regarding application of such 
penalties and the other terms and conditions regarding the IRA 
Accounts under applicable laws and regulations.

8.	 Transfers

	 Neither rights within, nor the use of, nor the corresponding deposit 
evidenced regarding the Stock Market are transferable, except by an 
assignment duly executed by the owner in a way that is satisfactory to 
the Bank, and in all cases subject to any transfer restrictions imposed 
by the rules and regulations applicable to IRAs.

9. 	 Renewals at Maturity

	 Stock Market (IRA / Roth IRA “Non-Deductible”) does not renew 
automatically at maturity into another Stock Market  Deposit (IRA / 
Roth IRA “Non- Deductible”) At maturity the total balance of the Stock 
Market Time Deposit will be invested as follows: Stock Market IRA will 
be renew automatically at maturity in a Fixed Term Time Deposit ( 
Regular IRA) for a term of five (5) years, at the interest rate offered 
by the Bank for IRA’s with such term. Stock Market Roth IRA “Non-
Deductible” will be renewed automatically at maturity in a Fixed Term 
Time Deposit (Popular Roth IRA “Non-Deductible” for a term of five 
(5) years, at the interest rate offered by the Bank for IRA’s with such 
term.

10.  	FDIC Insurance

	 The principal of the Stock Market (IRA Roth “Non-Deductible”), will 
be secured by the Federal Deposit Insurance Corporation (FDIC), 
during the term of the Deposit, according to the applicable regulation. 
Nevertheless, the interest portion of the Stock Market is not covered 
by the FDIC insurance.

11.	 Information about Standard and Poor’s®

a.	 The Stock Market is not sponsored, endorsed, sold or promoted 
by S&P®. S&P® makes no representation or warranty, expressed 
or implied, to the Customer or any owner of a Stock Market  or 
any member of the public regarding the advisability of investing 
in securities or in the Stock Market in particular, or the ability of 
the S&P 500® Index to track general stock market performance. 
S&P’s only relationship with the Bank is the licensing of certain 
trademarks and trade names of “S&P®” and of the “S&P 500®” 
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Index, which is determined, composed and calculated by “S&P®” 
without regard to the Bank or the Stock Market. “S&P®” has no 
obligation to take the needs of the Bank or any owners of a 
Stock Market into consideration in determining, composing, or 
calculating the “S&P 500®” Index.

b.	 “S&P®” is not responsible for, and has not participated in, the 
determination of the prices and amount of the Stock Market  or 
the timing of the issuance or sale of the Stock Market, or in the 
determination or calculation of the equation used to calculate 
interest on the Stock Market.

	 S&P® DOES NOT GUARANTEE THE ACCURACY AND/OR THE 
COMPLETENESS OF THE S&P 500® INDEX OR ANY DATA 
INCLUDED THEREIN AND S&P® SHALL HAVE NO LIABILITY 
FOR ANY ERRORS, OMISSIONS, OR INTERRUPTIONS THEREIN. 
S&P® MAKES NO WARRANTY, EXPRESSED OR IMPLIED, AS TO 
RESULTS TO BE OBTAINED BY THE BANK, ANY STOCK MARKET 
IRA CUSTOMER, OR ANY OTHER PERSON OR ENTITY, REGARDING 
THE USE OF THE S&P 500® INDEX, OR ANY DATA INCLUDED 
THEREIN, IN CONNECTION WITH THE RIGHTS LICENSED TO THE 
BANK OR FOR ANY OTHER USE. S&P® MAKES NO EXPRESSED 
OR IMPLIED WARRANTIES AND EXPLICITLY DISCLAIMS ALL 
WARRANTIES OR MERCHANTABILITY OR FITNESS FOR A 
PARTICULAR PURPOSE WITH RESPECT TO THE S&P INDEX® 
OR ANY DATA INCLUDED THEREIN, WITHOUT LIMITING ANY 
OF THE FOREGOING, UNDER NO CIRCUMSTANCES WILL THE 
S&P® BE LIABLE FOR ANY SPECIAL, PUNITIVE, INDIRECT, OR 
CONSEQUENTIAL DAMAGES (INCLUDING LOST PROFITS) EVEN 
IF NOTIFIED OF THE POSSIBILITY OF SAID DAMAGES.

IV.     INVESTMENT ALTERNATIVES (MUTUAL FUND INVESTMENTS)

	 INVESTMENTS IN THE POPULAR TOTAL RETURN FUND ARE NOT INSURED BY 
THE FDIC AND ARE NOT DEPOSITS WITH, NOR OBLIGATIONS OF, NOR ARE 
GUARANTEED BY THE BANK OR ANY OF ITS AFFILIATED AND ARE SUBJECT 
TO INVESTMENT RISKS INCLUDING THE POSSIBLE LOSS OF THE PRINCIPAL 
AMOUNT INVESTED. PLEASE REFER TO THE OFFERING CIRCULARS OF THE 
POPULAR TOTAL RETURN FUND, FOR ADDITIONAL DETAILS REGARDING 
THESE INVESTMENTS.

A.	 Popular Total Return Fund

	 The Popular Total Return Fund is a non-diversified, open-end Puerto Rico 
investment company, commonly referred to as a mutual fund. The Fund 
is managed by Popular Asset Management, a division of the Bank, and 
invests primarily in equity securities. The balance of the Fund assets are 
invested in fixed income securities. The Fund may invest up to 20% of its 
total assets in securities of foreign issuers (i.e. entities organized outside 
of the United States of America (“U.S.”) and Puerto Rico). The primary 
investment objective of the Popular Total Return Fund is long-term capital 
appreciation with a secondary objective of current income. The minimum 
initial amount that may be invested in the Popular Total Return Fund is 
$3,000. Subsequent investments of at least $100 may be made in the Fund.
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	 The initial sales charge for shares of the Popular Total Return Fund shall be 
2.00% Said shares are also subject to an annual fee for certain investment 
advisory and administration services that are provided by the Bank to the 
Popular Total Return Fund. This annual fee is currently 1.55% of the average 
daily net asset value of all Class A Shares and is collected by the Bank 
directly from the assets of the Popular Total Return Fund.

	 The Popular Total Return Fund intends to declare dividends and distribute 
them to shareholders annually. Dividends distributions by the Fund to 
holders of shares will be made on a gross basis, without any tax withholding, 
and will be automatically reinvested on behalf of its customers in additional 
shares at the current net asset value. By purchasing shares in the Popular 
Total Return Fund, you have consented to such automatic reinvestment of 
tax exempt dividends.

	 The net asset value of the Popular Total Return Fund will be determined 
daily by the Bank, as of the close of trading on each Business Day (as 
described in the offering circular) (each one a “Valuation Date”). If any 
date on which the net asset value is to be determined is not a Business Day, 
the net asset value will be determined on the next succeeding Business 
Day. The price at which the shares of the Popular Total Return Fund will be 
purchased or redeemed will be equal to the net asset value divided by the 
total number of shares.

	 The net asset value is equal to the value of the securities held by the 
Fund plus any cash or other assets, including interest accrued but not yet 
received, minus all liabilities of the Fund, including borrowings and accrued 
interest thereon and other accrued expenses which may be charged to 
the Popular Total Return Fund under applicable law and its constitutive 
documents. The performance of an investment in the Popular Total Return 
Fund will depend upon the net asset value of shares on the redemption date 
and the number of shares that correspond to the Customer’s investment.

	 The number of shares of the Popular Total Return Fund that are issued 
as part of an investment will be determined as established in the offering 
circular for the Popular Total Return Fund after the funds are available for 
investment. If the shares are purchased by check or money order, the funds 
will be considered available when such check or money has cleared.

	 Although the net asset value is determined on each Business Day, the 
value of the shares on any given Valuation Date could be different from 
the value at the redemption or acquisition date if the transaction is not 
completed in accordance with the procedure set forth in the offering 
circular for the Popular Total Return Fund.  The values of the shares at the 
time of redemption will depend upon the market value of the assets of the 
securities held by the Fund on such date.

B.	 Disclosures Applicable to the Investment Fund Popular Total Return Fund

	 Shares of the Funds may only be offered to individuals who have their 
principal residence in Puerto Rico. An investment in the Funds entails 
certain fees and expenses. Before investing in the Funds, investors are 
encouraged to solicit and carefully read the Funds’ Prospectus that 

contains important information regarding the Funds, including the 
investment objectives, principal strategies, fees, charges and expenses, 
risk considerations and other details of the Funds. The Funds’ Prospectus 
can be obtained at Popular Securities, at any other authorized broker/
dealer or at www.popularfunds.com. An investment in the Funds is not a 
bank deposit or savings account, is not an obligation of, or guaranteed by, 
Banco Popular de Puerto Rico, any affiliate thereof or any other insured 
depository institution, is not insured by the FDIC or any other government 
agency or instrumentality and may lose all or part of its value. Investing in 
a Fund (i) is not the same as investing in the underlying securities held by 
such Fund; (ii) it is designed primarily; and (iii) is suitable only, for long-
term investors and may not be suitable for all investors. None of the Funds 
should be viewed as a vehicle for trading purposes. The Funds are not 
registered as an investment company with the U.S. Securities and Exchange 
Commission (SEC), and the Shares offered by each of the Funds are also 
not registered with the SEC. Please consult with your broker to determine 
whether an investment in any of the Funds is suitable for your investment 
goals and objectives. Each of the Funds is an affiliate of Banco Popular de 
Puerto Rico, Popular Securities and Popular, Inc. The brokerage products 
and services are offered by Popular Securities, a registered broker/dealer 
and member of the Financial Industry Regulatory Authority (FINRA) and 
the Securities Investor Protection Corporation (SIPC). Popular Securities 
is a subsidiary of Popular, Inc. and an affiliate of Banco Popular de Puerto 
Rico. Popular, Inc. and Banco Popular de Puerto Rico are not registered 
brokers/dealers.

C.	 Special Provisions for Distributions, Changes, Transfers or Cancellations 
of Investments in Mutual Fund Total Return

	 Investments in Mutual Funds are governed by the offering circular of the 
fund in question. Therefore, if an Investor desires to change, transfer, 
cancel, or make an investment in or receive a distribution from, a Mutual 
Fund, such action will be governed by the procedures established in the 
offering circular for the fund in question. As a rule, in order to purchase or 
redeem shares in a Mutual Fund, the Customer should notify the Bank of 
his or her intent to buy or redeem such shares. Shares in the Popular Total 
Return Fund will be purchased or redeemed, as applicable, on the Thursday 
immediately following the date in which the Bank receives a purchase or 
redemption order from the Customer (the “Purchase or Redemption 
Date”). In the event that the Purchase or Redemption Date does not fall on 
a business day, the redemption or purchase will be made on the following 
business day, or the following Thursday depending upon whether the 
NYSE and the Federal Reserve are open for business on the Purchase or 
Redemption Date. For more details regarding the process of purchasing 
or redeeming shares in a Mutual Fund, please refer to the offering circular 
of the Mutual Fund in question. Copies of the offering circulars for each 
Mutual Fund may be obtained through www.popularfunds.com or your 
financial consultant.
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V.	 INVESTMENT CHANGES  

	 A Customer may change the investment of all or a portion of his/her Banco 
Popular IRA among the Investment Alternatives by providing the Bank with 
prior notice of 30-days, subject to the rules mentioned below. By disposition of 
law, rollovers from Popular Roth IRA can only be transferred to another Popular 
Roth IRA.

	 Investment Charges shall be subject to the following requirements:

1.	 Instructions for transferring amounts invested in a Fixed-Term Time Deposit 
or a Stock Market IRA Deposit to another Fixed-Term Time Deposit or 60- 
Month Stock Market IRA Deposit will become effective on the first Business 
Day after expiration of the 30-day notice period.

2.	 Instructions for transferring amounts invested in the Popular Total Return 
Fund to any of the aforementioned investment alternatives (or from any 
of the investment alternatives to the Popular Core Equity Fund or the 
Popular Total Return Fund) will become effective on the first Business Day 
in which the shares of said funds are eligible for redemption after the 30-
day notification period.

	 Investment changes to a Banco Popular IRA in accordance with the Investment 
Alternatives will also be subject to the terms and conditions of each of the 
Investment Alternatives, as provided in the Declaration of Trust of the particular 
collective investment fund, the Fixed Term Time Deposit, the Stock Market 
IRA Deposit and as disclosed in the Offering Circulars and other disclosure 
documents regarding the Investment Alternatives.

VI.	  PAY-BY-PHONE SERVICE (IRA AHORRO)

	 The Customer may contribute to a Banco Popular IRA through fund transfers 
from the Customer’s checking or savings account in the Bank. The Banco 
Popular IRA account must be active when the Customer subscribes to the Pay-
By-Phone Service.

	 A.	 Eligible Product

	 The eligible product for making contributions through Pay-By-Phone funds 
transfers is the IRA Flexible Popular.

B.	 Minimum and Maximum Contributions

	 The Customer may contribute from a minimum of $25.00 up to the 
maximum annual contribution allowed by law for IRA Accounts.

C.	 Transaction Limitations

	 All the completed contributions to the selected IRA product will apply for 
the taxable year when the Pay-By-Phone funds transfers are made.

D.	 Deadline for Contributions

2423

	 Contributions through Pay-By-Phone must be made between January 
2 and December 15 of the year in which the Customer will take the tax 
benefit.

E.	 Charges

	 The Bank shall collect a charge for each Automatic Payment or Transfer 
that is returned because of insufficient funds or for any other reason. 
Said charge shall be disclosed to the Customer at the time of opening a 
checking or savings account or subscribing to the Service, as established in 
the Deposit Accounts Agreement and the Pay-By-Phone Contract.

F.	 Report

	 At the end of each year, the Bank will issue an Information Return to each 
Customer containing all contributions to a Banco Popular IRA. Customers 
should include this form with their Income Tax Return.

G.	 Other Applicable Conditions

1.	 All transactions realized through the Pay-By-Phone Service shall 
be subject, additionally, to the terms set forth in the Pay-By-Phone 
Contract.

2.	 The Bank may, at its sole discretion, modify the eligible products list, 
quantity of contribution, and transaction limitations.
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