BOARD OF TRUSTEES
Regular Meeting

Friday, October 5, 2007, 12:00 p.m.

Retirement Fund Conference Room

MINUTES

DEFINED BENEFITS

l. ATTENDANCE, QUORUM, AND CALL TO ORDER

After determining a quorum was present, the Retm@nfrund Board of Trustees
Regular Meeting for the Defined Benefits Plan walted to order at 12:35 p.m.
Friday, October 5, 2007, in the Retirement Fundf@@mce Room. Chairman Joe T.
San Agustin officiated.

Board of TrusteesPresent:

Joe T. San Agustin, Chairman

Wilfred P. Leon Guerrero, Vice-Chairman
Gerard A. Cruz, Treasurer

James J. Taylor, Secretary

George A. Santos, Trustee

Katherine T.E. Taitano, Trustee

Antolina S. Leon Guerrero, Trustee

Staff Present:

Paula Blas, Director

Diana Bernardo, Controller

Rosalia Bordallo, General Accounting Supervisor
Jackie Blas, Recording Secretary
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Il. REVIEW AND APPROVAL OF BOARD MINUTES
A. September 14, 2007 Regular Meeting and Septemb2t, 2007 Reconvened Meeting
(Pending)

Treasurer Gerard Cruz, seconded by Trustee Georgeddtos, moved to defer approval of the
Minutes of September 14, 2007 Regular Meeting anceftember 21, 2007 Reconvened Meeting.
Without objection, the motion passed.

. CORRESPONDENCE
A. September 18, 2007 Letter from Terry Dennison, Mrcer Investment Consulting, Inc.
(Mercer) Regarding Securities Lending in Current Market Conditions

Chairman San Agustin stated that Mercer providetheir letter of September 18, 2007, their view
and potential actions regarding securities lendin@e current market conditions. Mercer’s letter
states that the current market conditions provideraopportunity set for lending activity and,
therefore, the potential for increased revenuealjh Mercer believes that the risks are also higher
than under “normal” market conditions. Chairmamn 8gustin stated that the money depends on the
category. Chairman San Agustin stated that itge@l source of extra revenue. Chairman San
Agustin stated that Mr. Dennison presented a casitiesponse.

B. Mercer Investment Consulting, Inc. (Mercer) Market Index Returns for the Month of
September 2007 (Report Date: October 3, 2007)

Chairman San Agustin stated that Mercer providéarmmation on the indexes uses.
C. NASRA News Clips — October 2, 2007
Chairman San Agustin stated that the NASRA NewpddB for informational purposes.

V. INFORMATIONAL ITEMS
None

V. DIRECTOR'’S REPORT - EXECUTIVE SUMMARY

1. William Don Parkinson vs. Government of Guam, @u Memorial Hospital Authority
(GMHA) and Guam Public School System (GPSSIpirector Paula Blas stated that this case remains
status quo. The parties are still waiting for Judgjichael Bordallo’s Decision and Order.

2. Candelaria Rios, et al. vs. Joseph Ada, et 8pécial Proceeding Case No. SP206-93) —
Director Blas stated that the total judgment in@@LA case is approximately $123 Million. $8
Million has been identified from the General Fumdl @pproximately $4.5 Million has been
distributed to living retirees and surviving spoaiss of September 12, 2007. Beneficiaries of
deceased retirees are being determined and disbrifor these beneficiaries should be completed by
the end of October 2007. Public Law 29-04 auttesi®10 Million in promissory notes from the
Guam Telephone Authority (GTA) sale to pay for @@LA judgment award and also amended the
Priority of Payments for the COLA awards. Puble29-19 authorizes the bond borrowing of up to
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$205 Million of which $108 Million will be earmarkkto fund payments to COLA class awardees.
Director Blas stated that a third Justice is t@ppointed by Justice Richard Benson regarding the
Taxpayer’s lawsuit on the distribution of COLA.

Chairman San Agustin stated that the Board of €assteceived a letter dated October 4, 2007 from
Attorney David Dooley regarding the Supreme Cougssiance of an “Alternative Writ of
Prohibition.” Chairman San Agustin stated thab&tey Dooley’s letter provided three options:

1) Do nothing. The money which is at issue betotogthe General Fund. Thus, the Retirement Fund
does not have a stake in the litigation. The Retent Fund can simply sit back and allow the
Petitioners, the COLA Class and the Governmentu#dr® argue this issue since it is those people that
will be affected by the decision;

2) The Retirement Fund could allow the Petitiorierrst brief the issue. The first brief is doe
October 12, 2007. The Retirement Fund could filesponse on October 22, 2007 depending upon
what is said by the Petitioners and the COLA Ciagkeir submissions on October 12, 2007;

3) The Retirement Fund could attempt to immedyabeief the issue which was raised by the
Supreme Court and file a memorandum on or befotelfeéc 12, 2007. And, the Retirement Fund
could also file a reply by October 22, 2007.

Chairman San Agustin stated that Attorney Doolepnemends the first option and to wait for the
process outcome of October 12, 2007. Secretarlpilaguired about the Board of Trustees named as
“Real Parties in Interest.” Director Blas statkdlttit is because the calculations are from the
Retirement Fund. The Retirement Fund administersiata. Director Blas stated that she is
suggesting for option number 2. Chairman San Agwsated that he’s okay with both options 1 and

2. Secretary Taylor stated that the Board shstdte that they have no opinion. Chairman San
Agustin stated that the Board could state that tiese no position at this time.

Vice-Chairman Wilfred Leon Guerrero, seconded by Tustee Antolina Leon Guerrero, moved to
accept the first option as recommended by Attornejpavid Dooley and to direct Attorney Dooley
to act accordingly. Without objection, the motionpassed.

3. Government of Guam Retirement Fund vs. Guam MeralbHospital Authority (Case No.
SP0231-02) -Birector Blas stated that this case remains st@os A new judge will be assigned and
a new hearing date will be scheduled.

4, Organic Act / Trust Agreement Birector Blas stated that this is pending Secretaylor's
comments and recommendations on the revisionseoR#tirement Fund’s Legal Counsel.

5. Request for Proposal (RFP): Custodial Bank Siees —Director Blas stated that the
Retirement Fund is pending the Regulatory and lscenDivision of the Department of Revenue and
Taxation’s ruling on the licensing requirementsiianks, bank trusts and bank trust departments.
Secretary Taylor asked whether there is any pregr€hairman San Agustin stated that the
Retirement Fund has not received a response.
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6. Request for Proposal (RFP): Real Estate Investth Trusts (REITS) -Director Blas stated
that evaluations are ongoing. The Selection Peo&tists of Gerard A. Cruz, George A. Santos and
Katherine T.E. Taitano.

7. Request for Proposal (RFP): U.S. Domestic Sn@#pitalization Core Equity -Director
Blas stated that evaluations are ongoing. Thec8efePanel will consist of James J. Taylor, Gerard
A. Cruz and Rosalia L. Bordallo.

8. Request for Proposal (RFP): Legal ServiceBirector Blas stated that evaluations are
ongoing. The Selection Panel will consist of Kaithe T.E. Taitano, James J. Taylor and George A.
Santos. Trustee Taitano stated that she woulddikeeet on October 10, 2007 at noon.

9. Request for Proposal (RFP): U.S. Domestic Céired Income -Director Blas that this is
pending Mercer's managers’ analysis and evaluatidnsh was due on September 28, 2007. The
Selection Panel will consist of Gerard A. Cruz, Wéidl P. Leon Guerrero and Rosalia L. Bordallo.

10. Request for Proposal (RFP): U.S. Domestic Lar@apitalization Growth Equity Director

Blas stated this is pending Mercer's managers’yamahnd evaluations which was due on September
28, 2007. The Selection Panel will consist of JateTaylor, George A. Santos and Diana T.
Bernardo.

11. Request for Proposal (RFP): U.S. Domestic Lar@apitalization Value Equity Director
Blas stated that this is pending Mercer’s managaralysis and evaluations which was due on
September 28, 2007. The Selection Panel will admdiGerard A. Cruz, Antolina S. Leon Guerrero
and Rosalia L. Bordallo.

12. Public Law 28-38 Director Blas stated that the monthly interestrpagts for the Guam

Public School System (GPSS) and Guam Memorial Halsputhority (GMHA) are due on October
10, 2007. The Retirement Fund continues to proappbcations for retirement for GMHA and GPSS
eligible employees.

Financial Report
1. Contributions —Director Blas stated that all agencies are cunntht their Fiscal Year 2007
employee and employer contributions.

2. Financial Statements Director Blas stated that the books for the mamttling September
2007 will be closed by November 7, 2007. The Hi¥e&ar ending September 30, 2007 books will be
closed by November 9, 2007.

3. Fiscal Year 2007 Retirees’ Supplemental BenefiBirector Blas stated that the supplemental
benefits for retirees and survivors for the morft&eptember 2007 were paid. The supplemental
benefits for the month of October are not due uhélend of the month.
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4, Medicare ReimbursementsDirector Blas stated that the Retirement Fundinaes to receive
the Fiscal Year 2007 monthly allotments and paysiarg processed accordingly. Director Blas
stated that in addition to the Fiscal Year 2008&appation of $684,000, a supplemental appropmatio
of $23,000 for Fiscal Year 2006 and $32,000 foc&li&’ear 2007 is authorized in the Fiscal Year
2008 Executive Budget.

VI. LEGAL COUNSEL’'S REPORT
No report was made at this time.
VIl. TREASURER’'S REPORT OF FINANCIAL STATUS

Treasurer Gerard Cruz stated that the drawdown tsagk. Treasurer Cruz stated that the Retirement
Fund anticipates a drawdown of $3 Million per mofidim October 2007 through March 2008.
Treasurer Cruz stated that the contributions angirg in on time. Treasurer Cruz further stated tha
the Retirement Fund’s net asset is $1.6 MilliomAugust 31, 2007. Chairman San Agustin stated
that he spoke to former Trustee Anthony Blaz andBlaz told him that the Standard & Poor’s report
showed a 40% security ratio. Chairman San Agustéited that the Retirement Fund has a significant
part in the credit rating.

Treasurer Gerard Cruz, seconded by Trustee Georgedtos, moved to approve the drawdown
schedule of $3 Million per month from October 200Zhrough March 2008. Without objection,
the motion passed.

VIIl. STANDING COMMITTEE REPORTS
A. Members and Benefits Committee

Trustee George Santos reported to the Board otdea®n his Committee’s September 2007 end of
the month report.

Trustee George Santos, seconded by Treasurer Gerafttuz, moved to approve the
recommendation of the Members and Benefits Commiteecontained on Pages 4 through 17,
including the attachments and the Annuity Worksheed, based on the Committee’s review and
findings during their meeting of September 19, 20Dand subsequent meetings thereafter.
Without objection, the motion passed.

Trustee Santos stated that the Members and Be@eafitsnittee found the two disability applicants,
listed on Page 17, Section V, not totally and perendly disabled. The Committee recommends
disapproval.

Trustee George Santos, seconded by Treasurer Gerafttuz, moved to approve the
recommendation of the Members and Benefits Commiteecontained on Page 17, Section V,
based on the Committee’s review and findings duringheir meeting of September 19, 2007 and
subsequent meetings thereafter. Without objectiorthe motion passed.
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Trustee Santos stated that Ms. Lolaine Charfaurosidis applying for minor child survivor benefits
on behalf of Isaiah Allen Charfauros Moniz. Ms. his the biological mother of the minor child.
The minor child is the natural child of deceasedniner Peter Paul Nartia who passed away on March
26, 2007. Trustee Santos stated that Ms. Moniph@asded the birth certificate of the minor child,

the Order Appointing Guardianship and the DNA As#yesults and/or findings. Chairman San
Agustin suggested having the court order the isseiaha new Birth Certificate.

Trustee George Santos, seconded by Treasurer Geraftfuz, moved to approve the
recommendation of the Members and Benefits Commiteecontained on Page 18, Section VI,
Item No. 1, based on the Committee’s review andniiings during their meeting of September
19, 2007 and subsequent meetings thereafter. Withibobjection, the motion passed.

Trustee Santos stated that Ms. Heather Ann Uncaisggaplying for survivor benefits on behalf of
herself. The applicant is the natural child ofelesed member George C. Ulloa who passed away on
May 27, 1997. Ms. Uncangco has provided a birthifezmte of herself and the DNA Analysis results
and/or findings.

Trustee George Santos, seconded by Treasurer Geraftfuz, moved to approve the
recommendation of the Members and Benefits Commiteecontained on Page 19, Section VI,
Item No. 2, based on the Committee’s review andniiings during their meeting of September
19, 2007 and subsequent meetings thereafter. Withibobjection, the motion passed.

Trustee Santos stated that the Retirement Fundjall®ounsel recommends that a letter be sent to
Mr. Syverson advising that: 1) The issue is stilliigation; (2) Patrick Civille, Esq. representiei.
Macintyre; and 3) the case has been dormant sis@eception. Trustee Santos stated that the
Members and Benefits Committee concurs with ther®&aent Fund’s Legal Counsel’'s
recommendation and recommends that the Retiremartt Birector execute the required transmittals.

Trustee George Santos, seconded by Treasurer Gerafttuz, moved to approve the
recommendation of the Members and Benefits Commiteecontained on Page 20, Section VII,
based on the Committee’s review and findings duringheir meeting of September 19, 2007 and
subsequent meetings thereafter. Without objectiorthe motion passed.

Trustee Santos stated that the Members and Be@afitsnittee finds that the Financial Hardship
Withdrawals do play a part in meeting legitimated®of Participants and should be allowed.
However, given the purpose of the Defined Contrdu{DC) Plan to provide for retirement, the
Members and Benefits Committee finds that in-serwithdrawals need to be limited to the greatest
extent possible. The Committee recommends theviollg amendments that would require the Plan
Document to be amended: 1) A Participant may afgelgpnly one hardship withdrawal in any
consecutive 24-month period. All hardship withdahapplications will require the following
documents: a) Tax return for the previous two ydayrsheck stubs from the last two pay periods; and
c) a personal financial statement. 2) Reasonkldodship Withdrawals: a) Medical Expenses — A
hardship withdrawal for incurred medical expenseariy given year may be allowed and limited to
allowable, incurred but unreimbursed medical expsitisat in the aggregate exceed 7.5% of the
Participant’s average annual Adjusted Gross Incasngtated on the Participant’s tax returns for the
previous two years; b) Foreclosure/Eviction — Ads&ip withdrawal to prevent an eviction or
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foreclosure shall be allowed only once during &i€lgant’'s membership in the DC Plan; and c)
Funeral Expenses — A hardship withdrawal for fuhexpenses of the Participant’s spouse, children,
or dependents.

Trustee Katherine Taitano recommended solicitingroents from the participants. Chairman San
Agustin stated that the participants should bergihe opportunity to comment. Vice-Chairman
Wilfred Leon Guerrero recommended sending out &@alf the changes. Trustee Santos suggested
directing Director Blas to give a thirty-day comntemy notice. Director Blas stated that the
participants will be informed that in sixty dayg#e changes will be implemented. Trustee Antolina
Leon Guerrero concurred with the sixty days fromewhotice was sent.

Trustee George Santos, seconded by Trustee Antolih&on Guerrero, moved to approve the
recommendation of the Members and Benefits Commitecontained on Pages 21 through 23,
Section VIII, Item No. 1, based on the Committee’seview and findings during their meeting of
September 19, 2007 and subsequent meetings thereaft Without objection, the motion passed.

Trustee Santos stated that a review of currentdjzant balances reveals that most Defined
Contribution Plan (DC) Participant’s account bakswill not be sufficient to carry them throughithe
retirement years. The increase of 2.5% will petcbntribution rate closer to the Defined Benefit
(DB) Plan contribution rate of 9.5% for employedsustee Santos stated that the Members and
Benefits Committee finds that keeping the contifiutate at 5% as an incentive for DB members to
transfer to the DC Plan is no longer necessarye tiidnsfer process will continue. The Committee
recommends to increase the retirement contribigmoployee and employer rate for the DC Plan from
5% to 7.5% and to submit necessary legislatioriteorathis objective.

Trustee George Santos, seconded by Vice-Chairman Iived Leon Guerrero, moved to approve
the recommendation of the Members and Benefits Comittee contained on Pages 24 through 25,
Section VIII, Item No. 2, based on the Committee’seview and findings during their meeting of
September 19, 2007 and subsequent meetings thereaft Without objection, the motion passed.

Secretary Taylor congratulated the Members and figer@@ommittee on its useful work.
B. Investment Committee

Vice-Chairman Leon Guerrero stated that the Inveatrf@ommittee meeting was held on September
28, 2007. The Investment Committee reviewed ampioayed the Investment Committee Minutes of
August 31, 2007.

Vice-Chairman Leon Guerrero stated that the Investit@ommittee adopted the Draft Proxy Voting
Services Request for Proposal (RFP) subject t@vebly the Investment Committee. Vice-Chairman
Leon Guerrero stated that the Investment Commistsgll reviewing the RFP.

Vice-Chairman Leon Guerrero stated that the InvestrCommittee discussed the status of the
following Request for Proposals:

= Custodial Bank Services

» Real Estate Investment Trusts (REITS)

= U.S. Domestic Small Cap Core Equity
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= U.S. Domestic Core Fixed Income
= U.S. Domestic Large Cap Growth Equity
= U.S. Domestic Large Cap Value Equity

Vice-Chairman Leon Guerrero stated that the InvestitCommittee reviewed Mercer Investment
Consulting, Inc.’s (Mercer’s) September 26, 20G#leregarding the “Transition Manager
Functionality” and directed Management to obtaigaleCounsel’s opinion relative to items 1 [Obtain
an opinion from the Retirement Fund’s Legal Coutisal the Board has direct investment powers
under the Guam Revised Statutes and can lega#gtdine Retirement Fund’'s Custodian to settle
security trades initiated at one or more DiscoukBrs after passage of a Board resolution to
authorize such transaction(s)]; and 2 [Obtain aniop from the Retirement Fund’s Legal Counsel
that upon purchase and retention of Exchange Tr&dads (EFTs), such EFTs would be treated as
securities and not as mutual funds for the prowssiof Sections 8157 and 8158 of the Guam Revised
Code and would be treated in Board-directed trdisacin the same manner as would be the case
with any other investment manager employed by thi&&ment Fund] of the letter. Director Blas
stated that this is still with Legal Counsel.

C. Audit Committee

Treasurer Cruz stated that the Retirement Fundtisden audits at this time. The audit will
commence in late November. Treasurer Cruz statgdhe target date for the audit is January or
February 2008. There are no findings for FiscarY2008. Treasurer Cruz stated that the Retirement
Fund needs to address the Disaster Recovery Rlaairman San Agustin stated that the Retirement
Fund needs to protect the records.

D. Governmental Liaison
No report was made at this time.

IX.  TRAVEL REPORT
A. Joe T. San Agustin: Asian Funds Showcase Summgeptember 4-5, 2007 and Investment
Manager Visit (Capital International), September 6,2007

Chairman San Agustin stated that he submitted&nek report for the Asian Funds Showcase Summit
he attended on September 4-5, 2007 and the Invesivtanager Visit with Capital International
(Capital) on September 6, 2007 in Singapore. @airSan Agustin stated that he met with
representatives from Capital International. Chamran Agustin stated that Capital would be
submitting more detailed reports, which would intda breakdown by countries. Treasurer Cruz
stated that the emerging markets have been vamygstrAll international managers have been doing
well and have been meeting their benchmark.

X. OLD BUSINESS
None

XI. NEW BUSINESS
None
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XIll. OPEN DISCUSSION / GENERAL PUBLIC INPUT
None

Xill. ANNOUNCEMENTS
None

XIV. ADJOURNMENT

There being no further business before the Board fahe Defined Benefits Plan, on motion of
Trustee George Santos, seconded by Trustee Antolih&@on Guerrero, and without objection, the
meeting was adjourned at 2:33 p.m. Motion passed.

| hereby certify that the foregoing is a full, trueand
correct copy of the Minutes of October 5, 2007
Regular Meeting duly adopted and approved by the
Government of Guam Retirement Fund Board of
Trustees on November 16, 2007.

James J. Taylor, Board Secretary

RECORDING SECRETARY:

Jackie Blas
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