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EMPILOYEES' RETIREMENT SYSTEM OF THE
GOVERNMENT OF PUERTO RICO AND ITS
INSTRUMENTALITIES

FINANCIAL STATEMENTS

AS OF JUNE 30, 1994 AND 1993
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ARTHUR ANDERSEN LLP

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

T'o the Board of Trustees of
Fmplayees' Retirement System of the
Government of Puerto Rico and its

Instrementalitics:

We have audited the accompanying statements of not assets available for benefils of Employees'
Retirement System of the Governunent of Puerto Rico and its Instrumentalitios {the System) as of June 30,
1994 and 1993, and the related statements of changes in net assels available for benefits for the years then
ended. These financial statcments are the responsibility of the System's management. Qur responsibility is
to express an opinion on these financial stalements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards, Those standards
requirc that we plan and perform the audit to ablain reasonable assurance about whether the financial
statements arc free of material misstatement. An audit includes examining, on a test basis, evidence
supparting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentalion, We believe that our audits provide a reasonable basis for our
opinion.

As explained in Note 4 to the financial statements, the report of the System's achuary reflects that, as of June
30, 1994 and 1993, accumulaled benefits exceed assels available for benefits by approximaltely
B4, 584,000,000 and $4,332,000,000, respeclively.

In our apinion, the financial statements referred Lo above present fairly, in all material respects, the net
assets available for bencfils of Employees' Retirement System of the Government of Puerto Rico and its

Insbumentalities as of June 30, 1994 and 1993, and the changes in its nel assets for |he years then ended in
conformity with generally accepted accounting principles.

i Sttt LS

San Juan, Puerto Rico,
December 30, 1994,

1256461




EMPLOYERS" I{ET.[I-_'._‘.I_IME:NT SYSTEM OF THE GOVENNMENT

OF PUERTO RICO AND ITS INSTRUMENTALITIES

STATEMENTS OF NET ASSETS AVAILABLE FOR BEMEFITS

[UMNE 30, 1994 ANDH 1993

{In thousands)

CASH ANDIMVESTMEMNITS:
Cash and rash equivalents
Cash deposited with Government Development Bank for Puerto Rica
Total cash
Marketable securilies
Motes and bonds
Stocks
Mortgage-backed securities
Total marketable securilies
Mortgages notes acguired from ihind parlies
Taotal cash and investments
LOANSTOPARTICIPANTS:
Mortgago
TPersonal
Cultural trips
Total loans (o pacticipants
Total cashy investments and loans o participants
ACCOUNTS RECEIVABLE:
Employers
General Fund of the Government of Puceio Bico
Commonwealth of Puerto Rico Judiciary Relirsment System
Interest on investments
Cibier
Total accounts receivahble
PROPERTY AND EQUIPMENT, net
OTHER ASSETS
Tatal assets
CSCROW FUMDS OF MORTCAGE LOARNS AMD GUARANTEE INSURAMNCE
RESERVE OF LOANS TO PARTICIPANTS
BENLCFITS PAYABLE
OTHER LIABILITIES
Total Labililies

Met assels availalble for henefits

The accomparying noles are an integral part of these statements.

L5

& 27,850
5,165

103,015
136,126
333,295

£5,434

554,855

8,522

666,392

197,977
124,743
7,002

239,522
925,914

16,101
5.9
761
3,658
4412

J.641

7,484

53933,626

B AT

51

1993

5 34977
96,956

131,246

622,820

6,122
FEAaE
6,971

29,53

913,361

15,2%]
BST7
273
BI04
4,035

543,069
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EMPLOYEES' RETIREMENT SYSTEM OF TTIE CGOVERNMENT

OF PUERTO RICO AND ITS INSTRUMENTALITIES

STATEMENTS OF CHANGES IN NET ASSETS AVAILABLE FOR BENETITS

FOR THL YEARS ENDED JUNE 30, 1994 AND 1993

INCOME FROM CASH, INVESTMENTS AND LOANS:

Interest and dividends
Met (depreciation) appreciation of investments
Other

Total income from cash, investments

and loans
CONTRIBUTIONS:
Employers
Parlicipants
Special

Tatal contributions
Total additions

BENEFITS AND EXPENSES:
Annuities
Death benefits
Eefunds-
Employers
Parlicipants
Administralive expenses

Total deductions

Met increase in net assels available
for benefils

NET ASSETS AVAILABLE FOR BENEFITS:
Beginning of year

End of year

{In thousands}

19k

§ 36,715
(14,695)
2,513

19,946
15,121
12,501
353,868
378,401

332,608
3,366

772
11,513
17,585

367,844

$953,626

The accompanying notes are an integral part of these statements.

41,629

176,699
139,581
12,224
328,504

420,433

303,453
5,440

745
0,330
15,667

857 475
$943,069



EMPLOYEES' RETIREMENT SYSTEM OF THE GOVERNMENT

OF PUERTO RICO AND ITS INSTRUMENTALITIES

MNOTES 1O FINANCIAL STATEMENTS

JUNE 30,1994 ANI) 1993

1, ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The Employees’ Refirement Syslem of the Government of Puertn Fico and its Instrumentalities (the Systen)
was created by Act No. 447 on May 15, 1951, The System started operations on January 1, 1952, at which
date contributions by employers and participants commenced. The System is considered an inlegral part
of the Commonwealth of Puerto Rico (the Commonwealth) financial reporting entity and is included in the
Commonwealth's financial statements as a Trust Fund, The System, as a governmental refirement plan, is
excluded from the provisions of the Employee Retirement Inconie Security Act of 1974 (ERISA).

The responsibility for the proper operalion and administration of the System is vested inoa Board of
Trustees, composed of two participants and one pensioner, who are appointed by the Governor of the
Commonwealth, and four government agencies representatives.

The following are the significant accounting policies followed by the Syslem in the preparation of its
financial statements:

Basis of Presentation

The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with the provisions of Stalement of Financial Accounting Standards No. 35, "Accounting and
Reporling by Defined Benefit Pension Plans”, and with the standards for disclosure established under
Stalement of Governmental Accounting Standards No. 5, "Disclosure of Pension Information by Public
Fmployee Retirement Systems and State and Local Governmental Employers”, Parficipants' and
employers' contributions are recognized as revenues in the period in which the employee services are

rendered.

Cash and cash cquivalents consist of "avernight deposits" guaranteed by the custodial bank.

Investmenls

Investments are carried at fair value, except for certain mortgage notes which have no market. The fair
value of notes, bonds and stocks is based on quotations obtained from national securities exchanges.
Mortgage-backed scourities consist of Federal Nalional Mertgage Association (FMNMA) Guaranteed
Mortgage Pass-Through securities acquired during March 1994, Fair walue of these securities approximates
cost at June 30, 1994, (refer to Note B),

Securitics transactions are accounted for on the settlement date. Differences in the accounting of securilies
based on the rade date, as required by generally accepted accounting principles, is not material. Realized
pains and losses on securities are determined by the average cost method and are included in the statement

of changes in net asscts available for benefits.

Mortgage notes acquired from third parties are held to maturily and arc not readily marketable,
Conscquently, these are carried at amorlizal cosl.



No investment in any organization represents 5% or more of the Syslem's net assels available for benefits.

Loans to Participants

Mortgape, personal and cultural rips loans to participants are stated at their outstanding principal balance.
No allowance for uncollectible amounts has been established since loans to participants are secured by
morlgage deads, parlicipants’ contributions and any unrestricted amount remaining in the escrow funds.
Maximum amounts thal may be granted to participants for morigage, personal and cultural trip loans are
$100,000, $3,000 and $5,000 for 1994, respectively, and $75,000, $1,500 and $5,000 for 1993, respectively.

Guarantee Insurance Reserve

Premiums collected and benefils claimed are recorded as an addition and as a deduction of the guarantee

insurance reserve.

2, PLAN DESCRIPTION:

The System is a defined benefit plan sponsored by the Commonwealth, Substantially all full-time
employees of the Commonwealth and its Instrumenlalitics are covered by the System under the lerms of
the Act No. 447 of 1951. All regular employees of the Commonwealth under age 55 at the date of
employment become members of the Syslem as a condition to their employment. The System is optional
for members of the Cabinet of the Governor, Heads of Agencies, and other appointed employces. Al
June 30, 1994 and 1993, total membership consisted of the [ollowing:

1994 1593

Retirees and beneficiaries currently
receiving benefits 57,566 55,295

151,935 154,237

Current participant employees

The parlicipants of the System, other than those joining the System alter March 31, 1990, arc eligible for the
Lenefits described below:

Hetirement Annuity

Participants are eligible for a retirement annuity upon reaching the following age:

Policemen and Firemen Other Employees
«  Apge 50 with 25 years of credited service s Age 55 with 25 years of crediled service
or age 58 with 10 years of crediled
service

Participants are eligible for monthly benefit payments determined by the application of stipulaled benefit
ratios to the participant's average compensation. Average compensation is computed based on the highest
36 months of compensalion recognized by the System. The annuity for which a participant is eligible is
limited to a minimum of $200 and a maximum of 75% of the average compensation.



Merit Annuiky

Participants are eligible for a merit annuity with a minimum ol 30 years or more of credited service, The
annuity for which the parlicipant is eligible is limited to a maximum of 75% of the average compensation.

Deferred Retivement Annuily

A participant who ceases Lo be an employee of the Commonwealth after having accumulaled a minimum
of ten years of credited service qualifies for a relirement benefit provided the participant's conlributions to
the System are left within the System until attainment of 58 years of age.

Reversionary Annuily

A participant, upon retirement, could elect to receive a reduced retirement annuity giving one or more
benefit payments o his/ her dependents. The payments would start afler the death of lhe refiree in an
amount not less than $240 yearly nor greater than the annuity payments being received by the retiree.

Oecupational Disability Annuity

A participant who as a direcl result of the performance of his/her occupation is lotally and permanently
disabled is cligible for an annuily of 50% of the salary in effect at the time of separation from employment,

Monoccupational Disabilily Annuity

A participant totally and permanently disabled for causes not relaled to his/her occupation, and with no
less than 10 years of credited service, is eligible for an annuity of 30% of the average compensation of the
firsl 10 years of credited services increased by 1% for every additional year of crediled service in excess of
10 years up lo a maximum of 50% of the average compensation.

Death Benelits

Occupational-

«  Widow - annuity equal to 50% of the participant's salary at the date of the death.

«  Children - $10 per month for each child, minor or student, up to a maximum benefit per family of 100%
of the participant's salary at the date of the death. If no widow survives or dies while receiving the

annuity payments, each child, 18 or under, is cligible to receive an annuily of 520 per month up to the
attainment of 18 years of age or the completion of his/her studies.

Nonoccupational-

s Beneficiary - the contributions and interest accumuldaled as of the dale of the death plus an amount
equal to the annual compensation at the time of the death,

Pust-retirement-

+  Beneficiary - with widow and child, 18 or under, up to 60% of retivee’s pension or otherwise the excess,
if any, of the accumulated contributions at the time of retirement over the total annuity benefits
received belore death, limited 1o a minimum of 5500,

Hefunds

A participant who ceases his/her employment with the Commornwealth has the right to a refund of the
contributions to the System plus any interesl earned,



Amendment to Benefits Payable to Participants Who
Toined the System on orafter April 1, 1999

Act No. 1 of 1990 made certain amendments applicable Lo new participants joining the System effective
April 1, 1990. These changes consist principally of an increase in the retirement age from 55 to 65, a
decrease in the benefit percentage of the average compensation in the disability and death benefils
annuitics from 50% 1o 40%,; and the climination of the Meril Annuity for participants who have completed

30 years of creditable service.

Amendment to Benefils Payable to Participanis
Effective January 1, 1992

Act No. 10 of 1992 provides, refroactive to January 1, 1992, for increascs of 3%, every three years, of the
pensions paid by the System to those parlicipants with three or more years of retivement subject Lo
approval by the Legislature and external funding.

Termination
Although the Commaonwealth has nol expressed any intent to {erminate the plan, it may do so atany Ume,

In the event of lermination of the plan, the rights of all affected participants and beneficiaries to whom
benefits have been accrued under the plan shall be nonforfritable to the extent funded.

3. FUNDING POLICY:

The contribution requirement to the System is established by law and is not actuarially delermined.
Required contributions consist of 9.275% of applicable payroll in the cases of municipalities, central
povernment and public corporations, and 5.775% or 8.275% for members' contributions. The current level
of contributions rom the Cominonwealth and the members, together with the income of the System's
investments and others, should (heoretically be sufficient lo cover the payments of annuities and benefits to

be provided by the System in the near term.

The special contributions of approximately 512,801,000 and $12,224,000 in 1994 and 1993, respectively,
represent the reimbursement to the System of the bencfits paid on behalf of the General Fund of the
Commonwealth under the provision of Law No. 127 of 1958 which covers the cccupanonal disability of
firemen, policemen and others and under the provisions of Law MNo. 23 of 1983 which covers half of the

increase in pension benefit annuitics.

Calculations of the present value of benefits under the Syslem were made by consulting actuaries as of
June 30, 1994 and 1993, using the projected unit credit actuarial cost method, Significant assumptons
underlying the actuarial computations include: (a) assumed rale of returi on investments of 8.5%; (b)
assumed compound rate of wage increases of 5% per year; (t) assumed mortalily rate based on the Group

Annuily Table for 1951,

4, FUNDING STATUS AN HISTORICAL TREND INFORMATION:

The amount shown below as the pension benefit obligation is a slandardized disclosure measure of the
present value of pension benefits, adjusted for the effect of projected salary increases and step-rale
benefits, estimated to be payable in the fulure as a result of employee service to dale. The measure is
intended to help users assess the [unding status of the System on a going-concern basis, asscss progress
made in accumulating sulficient assels to pay benefits when due, and make comparisons among
employers. The measure is the actuarial present value of credited projected benefits, and is independent
of the funding method used to determine contributions to the System (Note 3).



The actuarial present value of accumulated plan benefits is summarized as follows:

Retirees, beneficiaries, and terminated
employeecs

Current employess-
Accumulaled employee contributions

Employer-linanced vested benefits
Employer-financed nonvested benefits

Total pension benefit obligalion

Mok assets available for benefits

Accumulated benefits in excess of

net assets available

1984

19

(In thousands)

32,888,000 $2,631,000
1,128,000 1,125,000
1,428,000 1,421,000

98,000 95,000
2,654,000 2,644,000
5,542,000 3,275,000

053,626 943,069
34,588,374 4,351,931

= —— =11 _Jn;

The Legislature of the Commonwealth enacted Act No. 1, elfective April 1, 1990, which is directed to
improve the solvency of the System for the next 50 years. Among other provisions, the legislation
increases the level of contribution lo the System and limits benefils for new employees by increasing the
age from 55 to 65 years for the vesting of certain benefits and reducing the level of benefits in the case of

early retirement. The legislation also reduces the level of occupational injury and death benefits received
by new employees from 50% to 40% (see Notes 2 and 3).

Trend information gives an indication of the progress made in accumulaling su fficient assels to pay
benefits when due. Available lrend information is as follows:

1954 1583 1992 _ 1390
{In thousands)

et assets available for benefits 5 93620 5 945069 $ B37ATS % 753,783 § Am051
Total pension benefitobligalion 55,5 12000 £5,275.0 S 800,600 21333000 54,300,000
Met assets available for bonefits as a

percentape of lelal pension bonefit

ahbligation 17% 18% 8% 7% 16%
Unfunded pension benefit obligation 54,580,374 53040 53,942,533 33.579.215 $5.621,049
Annual covered payroll 51,847,000 51, E52.000 S1,672.000 51,608,000 51,495,400
Unfunded pension benefitobligation .

a5 a percantage of covered payrall 245% 250% 8% ek 4EE
Finpioyer contributions as a

percentape of covered payroll 0% 10% 10% 0% B

1583 1555
5 A7H 161 5 SesETD
51,009,000 3,570,000
16% 17%
£3,340,839 S2,573,190
51,407,553 31,283,971
240% 231%
£% 5%

Analysis of the dollar amounls of net assels available for benefits, total pension benefit obligation, anl
unfunded pension benefit obligation in isolation can be misleading, Fxpressing the net assels available
for benefits as a percentage of Lotal pension benefit obligation provides one indication of the System'’s
funding status on a going-concern basis. Analysis of this percenlage over time indicates whether the
System is becoming financially stronger or weaker. Generally, the greater this percentage, the stronger
the plan. ‘Itends in the unfunded pension benefit obligation and annual covered payroll are bath

sg=====m



affected by inflation. Expressing the unfunded pension benefil obligation as a percentage of annual
covered payroll approximately adjusts for the effects of inflation and aids analysis of the System's
progress made in accumulating sufficient assels to pay benefils when due. Generally, the simaller this

percentage, the stronger the plan.
I'rend information prior to 1988 is not available.

The information presented on the following table from 1985 through 1987, inclusive, is unaudited. From
1988 to 1990, it was audited by a firm other than Arthur Andersen LLP.

Revenues by Source

Fiscal Participants Employers Tnvestment
Year Contributions Conlribubions and Dividends Total
{In thousands)

1985 $ 62,506 3 86,112 545,706 §194,324
1986 65,209 87,661 45,681 198,551
1987 72,371 08,562 48,362 219,285
1988 79,525 102,878 48,425 230,628
1989 88,042 112,608 48,459 249,109
1990 09,649 124,167 50,626 274,442
1991 129,945 155,946 7,091 332,982
1992 138,592 168,894 48,498 355,980
19493 135,881 176,699 47,295 363,875
1994 150,121 190,946 36,715 377,782

Expenses by Type

Fiscal Administralive

Year Beonofits Expensas Refunds _ Total
{Iix thousands)
1955 5167,084 $ 8,801 $ 5,250 181,135
1956 177,845 8,132 5,830 191,807
1957 169,945 8,415 5,764 204,124
1958 2{33,600 10,945 5,630 220,175
1989 232,947 12,209 6,060 251,271
1590 246,424 12,529 7334 266,287
1991 264,514 14,790 4,918 284,522
1992 285,555 14,677 7,655 307,857
1993 308,893 15,867 10,079 334,839

Taad 337,974 17,585 12,285 367,844



5. CASH AND INVESTMENTS:

Pursuant to the provisions of Act No. 46 of 1988, the System may invest, wilh cortain resiricions, in
obligations of the Commonwealth and its Instrumentalities, the United States of America, private
corporations and foreign countrigs. The System may also invesl in common and preferred stock issued by
any corporation incorporated under the laws of the Commonwealth and the United States of America. In
addition, the System may invest in income-producing real properlies and in high-risk securities.

Cash and cash cquivalents are guaranteed by the custodial bank. Cash deposited with Government
Development Bank for Puerlo Rico (GDB) amounting to $75,165,000 and $96,969,000 as of June 30, 1994
and 1993, respectively, is not collateralized.

The following table shows the carrying amount and market value of the investments in marketable
securitics held by the System as of Junc 30, 1994 and 1993, The following investments are held by agents

in fhe System's name:

1994 1993
Cost or Cost or
Amactized iair Amnartized Fair
_ Cest_Valle _ Cost _Valu _
{In thowsands)
15 Government and agencics’ securilies 5119648 5115181 5 07 E0S F101,:455
Corporate Loads 4184 20,315 35,3 36,877
Caorparate stocks 204,930 333295 266,235 3345
Ml:lr!gngr-hnckl.-.ll asurities L34 344 -
Tatal marketable securibiog S521,5:H 550,055 399,376 5479277

e ——— e m e —————— ===

The net changes in the (depreciation) appreciation of invesiments in marketable securilies are as follows:

19 1993
{In thousands)

Securities held at year-end-

MNotes and bonds 5{13477) $ 1919
Stocks {33,316) 14,583
(46,793) 16,502

Securitles sold during the year 32,098 25,484
$(14,693) $d1,986

On March 24, 1994, the System swapped approximately $67,000,000 of its morlgage loan portfolio in
exchange for FNMA Guaranteed Morlgage Pass-Through Securities. This transaclion was compleled
through lwo contracts amounting to $33,000,000 and $34,000,000, respectively. The acquired securities
have been classified as mortgage-backed securities in the accompanying statement of net assets available
for benefits, The Syslem will continue servicing (he swapped mortgages for a fee of 0.25%. Anannual
guaranlee fee of 0.16% of the outstanding mortgage is payable monthly to FNMA. This fee may be
adjusted by certain conditions as specified in the contracl, For the $34,000,000 contract, the System agreed
to bear the risk of loss from borrowers' defaults (including principal, inlerest and cost associated with
foreclosure). 1T a mortgage loan becomes 120 days delinguent, the System shall repurchase such
mortgage loan (Lender Toss Obligation). Management believes thiat the effect of any related loss will not
be material for financial statemenls purposes.



I'a secure the System's performance under the Lender Loss Obligation, the System delivered to Bank
America Mational Trust Company, as custodian, collateral in the form of U5, Treaswry Securifies
cquivalent to 4.5% of the aggregate issuc date principal balance of all mortgage loans, This collateral will

be returned once certain conditions are met by the System.

6. PROPERTY AND EQUIPMENT;

Property and equipment acquisitions are recorded at cost. Depreciation is provided using the straight-line
method aver the useful life of the asset. At June 30, 1994 and 1993, property and equipment consist of the

following;
Pstimated

Useful Lile a0 1993
(In thousands)

Land . $ 969 $ 968
Building 50 years 7631 Y631
Furniture and equipment 5- 10 years 4,083 3,798
12,683 12,398
Accumulated depreciation {5,199) (4,75%)
5 7484 5 7638
7. OTIIER ASSETS:
Al Tune 30, 1994 and 1993, other assets consist of the following:
1994 1993

(In thousands)

Repossessed and in-substance

foreclosed properties 5 3,189 5 3,36
Exccuted land 15,532 13,532
516,721 16,878

Repossessed and in-substance foreclosed properties consist mainly of properties acquired or lo be
acquired upon foreclosure proceedings as collateral from delinquent morlgage lisans. Foreclosed
propertics are valued at the outstanding principal balance of the related morlgage upon foreclosure,
These will be sold under a bidding process intended to recover the outstanding principal balance. Gain
or loss is recognized at the lime of sale. Differences resulting [rom recognition of losses at the point of
sale rather than upon foreclosure, as required by generally accepted accounting principles, is not material.

‘I'he executed land located in [ato Rey was acquired on February 19, 1991, from the Metropolilan Bus
Authority (MBA), a government agency, as scttlement for the debt MBA had with the System relative to
employer and participants contributions and loans payments withholdings from June 1985 through
December 1988. The System has been renting this land to a third party which operales itas a parking
Facility. Rental income for 1994 and 1993 amounted to 596,000 each year, and is reflecled as part of other
investment income in the accompanying statements of changes in assels available for benefits.



8, GUARANTEE INSURANCL RESERVE OVER LOANS 10 PARTICIPANTS:

The System provides life insurance which guarantees the payment of the oulstanding principal balance of
mortgage, personal and cultural Lrips foans in case of death of a participant. This coverage is paid in ils
entirety by the participants who oblain these loans from the System. The life insurance rates are
actuarially determined and do not vary by age, sex or health stalus.

9, COMMITMENTS AND CONTINGENT LIABILITIES:

The System is defendant or co-defendant in various lawsuits resulting from the ordinary conducl of its
operations, Based on the advice of legal counsel and considering insurance coverage, management is of
the opinion that the ultimale liability, if any, will nol have a significant effect on the financial status of the

Systen,

10. SUBSEQUENT EVENTS:

On July 20, 1994, the System’s Board of Trustees authorized the issuance of Collaleralized Promissory
Notes (the Notes) to generate additional funds to carry out the investment objeclives and to improve the
investment portfolio. The Notes can nol exceed, in anaggregate principal amount, $200,000,000
oulslanding at any time, and a term to maturity up lo 90 days so Lhal at the end of each quarter the
oculslanding balance equals zero, The Notes will be secured by a pledge on the System's securilies, GI3
will act as the System’s agenl [or selling the Notes, effecting the pledge on the securities, securing them,
investing their proceeds and acting as custodian of the securibies purchased with the proceeds. GDB will
issue and sell the Notes through brokers and record the transfer of and make payments of principal and
interest on the Noles, all under such terms and conditions, and at such inlerest rates and prices, as the
(DB shall consider (o be in the best interest of the System. In connection with such issuance, GDI will
pay a commission from the proceeds of the Notes to these brokers, in an amount Lo be determined.

On December 14, 1994, the Board of Trustees changed the maximum principal amount from $200,000,000
to 400,000,000,

In addition, on December 14, 1994, the Board of T'rustees approved the sale of the portfolio of the FNMA
Guaranteed Mortgage Pass-Through securities acquired during March 1994, The net proceeds will be
invested in short-lerm and liguid sccurities. GD'B will also act as sales agent and will manage the
investment portfolio,



