
 
Approved Minutes 

 Meeting of the  
AC TRANSIT RETIREMENT BOARD 

November 9, 2007 
 
ROLL CALL 
Vice-Chair Jones called the meeting to order at 10:30 a.m. 
 
Members Present: Members Jeffrey Lewis, Yvonne Williams, Kathleen Kelly and Vice-
Chair Rebecca Jones – 4. 
 
*Present after roll call: Member Richard Winnie – 1. 
 
Members Absent: None 
 
Also Present:  Hugo Wildmann, Retirement System Manager; Adelle Foley, Retirement 
System Administrator; Russell Richeda, Legal Counsel; Deborah McClain, ACT Chief 
Financial Officer; Claude Kramer, Accounting; Joe Wallace, ACT Board Liaison; Diana 
Greenstone and James Callahan of Callan Associates Inc.  Sue Lee, ACT. 
 
PUBLIC COMMENTS 
 
None. 
 
CONSENT CALENDAR 
 
Member Lewis questioned Item G of the minutes related to pre-retirement survivor 
benefits for Tommy and Latasha James, minor children of deceased employee Vernia 
James. He pointed out that the Board had approved payment of the whole benefit to 
Tommy James because his sister, Latasha James, has not submitted any documentation of 
her student status.  
 
MOTION: LEWIS/WILLIAMS to adopt the Consent Calendar subject to amending the 
minutes on page 8 indicating that the Board approved staff to pay the full benefit to the 
brother, Tommy James.  4-0-1-0 
 
Ayes:     Vice-Chair Jones and Members Lewis, Williams, Kelly – 3 
Noes:      None 
Abstain:  Member Kelly abstained on the minutes – 1 
Absent:   Member Winnie was absent at time of motion – 1 
 
A.  Approval of Minutes for the October 2nd Meeting. 
 
APPROVED 
B.  Approval of Financials for September 2007. 

GM Memo No. 08-019 
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APPROVED 
 
C. Approval of Invoices in the amount of $213,115.61 
 
APPROVED 
 
D.  Approval of Applications for Retirement for December 2007: 
 

1)  Approve Leonard Dyes, Badge #616, for Retirement effective December 1, 2007.  
Mr. Dyes has selected the Level Percentage of Compensation Pension Benefit.  
Based on his current earnings record Mr. Dyes will receive a payment of 
approximately $2,350 per month for his lifetime, with no payment to a beneficiary 
upon his death.  If Mr. Dyes receives compensation after his anniversary date of 
October 31, 2007 he will have 28 years of service and he will receive a payment 
of approximately $2,440 per month for his lifetime, with no payment to a 
beneficiary upon his death. 

 
APPROVED 
        

2)  Approve Donald E. Rose, Badge #31878, for Retirement effective December 1, 
2007.  Mr. Rose has selected the Full Joint and Survivor Pension Benefit and is to 
receive a payment of approximately $1,070 per month for his lifetime, with a 
benefit of approximately $1,070 per month continuing to his beneficiary, Le Ann 
Barnhart, upon his death and payable for her lifetime. 

 
APPROVED 
 

3)   Approve Betty J. Harris (Mosley), Badge #30695, for a Term Vested Retirement 
effective December 1, 2007.  Ms. Harris has selected the Level Percentage of 
Compensation Pension Benefit and is to receive a payment of $1,443 per month 
for her lifetime, with no payment to a beneficiary upon her death. 

 
APPROVED 
 
E. Retirement of David Dominguez.     

 
Hugo told the Board that he had wanted to present a gift of a large gavel to former 
Chair Dominguez who was not present.  Hugo hopes to present the gift at a future 
meeting.  

 
F. Oath of Office for Member Kelly 
 

Hugo stated that Member Kelly had been sworn in before the meeting.  
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G. Election of Chair 
 

Member Lewis suggested that the Board delay the election until Member Winnie’s 
arrival so that he could participate in the election. 
 

K. Investment Performance 
L. Update on Delaware Investment and Logan Circle Partners 
 
Items K,L and M were taken out of order because of the presence of Jim Callahan and 
Diane Greenstone of Callen Associates.  

 
Hugo introduced this topic by pointing out that markets were up about 9 percent for 
the year through the end of September (the date of the Callen report) and up 11 
percent through October (the time of the semi-annual report to the District Board).  
Since then markets lost ground and the increase was about 5% on November 9.   
Consequently, the Plan has gone from making our actuarial rate of 7.7% to not 
necessarily doing that.  Although the numbers have changed, managers who were 
doing poorly through the end of September -- BGI, Western and Delaware -- are still 
underperforming.  
 
Diana reviewed the “wild ride” experienced by investments over the last few months, 
triggered by the sub-prime markets.  She noted that unlike prior years large-cap 
outperformed small-cap stocks and growth beat value style.  Corporate and mortgage 
securities continued to trail Treasuries. During the quarter ending in September the 
Retirement Fund portfolio rose 1.7 percent and the target index 2 percent. BGI Alpha 
Tilts, Dodge & Cox, Delaware and Western contributed to the underperformance.  
Jim pointed out that Delaware and Western were not out of line given their style.  
Diane told the Board that current managers serve the Board well in the long-term so 
she does not recommend any changes.  
 
Turning to individual managers Jim recognized the third quarter’s dramatic 
underperformance of BGI Alpha Tilts enhanced index fund, which was not unlike 
other quantitative managers.  While the increasing underperformance over the last 
four quarters concerned him more he still feels comfortable with BGI.  Hugo pointed 
out that BGI had addressed the Board in October, but did not provide much 
information. In response to Counsel Richeda’s questions Jim said that he would give 
BGI another six to 12 months. Member Kelly pointed out that the last time BGI had 
lagged the index was in 1998. Hugo added that they lagged the index only twice 
between 1990 and 1997.  Hugo suggested looking at BGI’s peers -- other managers 
with quantitative styles -- and Jim agreed to provide information on enhanced index 
managers to the Board. 
 
(Member Winnie joined the meeting at this point.) 
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Diana reported that the October 31 transition from Delaware to Logan Circle had 
gone smoothly.  She had visited Logan and met with CEO Driscoll and the portfolio 
manager.  Delaware had lagged the index as it had in 2002. Jim stated that Western 
had a hard year due to its exposure to mortgages, financials and high grade non-dollar 
bonds.  Hugo raised the issue of determining prices of investments such as mortgage-
backed securities, which do not trade continuously on an exchange. Jim agreed that 
there may not be any trades or liquidity at times in over-the-counter markets.   
 
Jim observed that when markets are under stress there is a flight to quality which 
means selling mortgage-backed securities and corporate bonds and buying 
government securities.  Hiring a Core Plus manager means taking risks, but he 
remains very comfortable with Logan Circle and Western.  In response to Member 
Lewis’ questions Diana told the Board that she expects a continued shakeout from 
problems in the sub-prime market as mortgages come due. 
 
On the upside Jim pointed out the Capital Guardian had improved its performance as 
its growth style and large cap stocks moved ahead.  He also cited the recovery of 
Japanese markets. 
 
Member Kelly asked how the allocation of plan assets is determined.  Jim responded 
that the Plan’s Investment Policy determines the overall ranges and Member Lewis 
added that the Board reviews the  allocation of assets each month.  
 

L. SEC Letter to Callan 
 
Hugo referred to the SEC’s letter closing its examination of Callan and a related New 
York Times article, which were included in the Board packet  He asked how the letter 
has affected Callan.  Jim responded that the SEC looked at Callan for almost 3½ 
years and Callan is pleased to receive the closing letter.  The ruling had to do with a 
disclosure error regarding a former affiliate.  Callan had to discuss this issue with its 
clients and there was a lot of press. Jim concluded that the SEC did not censure or 
fine Callan, which has strong controls in place.  In response to Chair Lewis’ question 
Jim told the Board that none of our managers uses any brokerage services in which 
Callan has an ownership interest. 
 
Hugo asked Jim if the Retirement Board should be looking at any new assets such as 
real estate, and asked Jim to arrange for a presentation by Callan.  Jim replied that the 
Board should undertake an educational process regarding possible diversification into 
real estate, which has performed well.  Large funds may purchase individual 
properties and invest in foreign markets, but the Retirement Board would look at 
commercial properties in a commingled fund.  In response to a question by Member 
Kelly Hugo replied that the Board had looked at the possibility of adding real estate 
before, but this is a good time to consider the question again because the System’s 
assets have grown and real estate has boosted other funds’ returns. 
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(Jim Callahan and Diane Greenstone left the meeting at this point.) 
 
Vice-Chair Jones called a recess at 11:58 AM  
 
The meeting reconvened at 12:15 pm with all members present. 
 

G. Election of Chair.      
 
(This item was postponed to allow member Winnie to participate in the election.) 
 
Vice-Chair Jones opened the floor for nominations for Chair of the AC Transit 
Retirement Board. Member Winnie nominated Member Lewis as Chair, based on 
seniority.  Member Williams seconded the nomination.   
 
The Board elected Jeffrey Lewis as the new Chair of the Retirement Board. 5-0-0-0 
 
(The meeting continued with Chair Lewis presiding.) 

 
H. Approval of Applications for Retirement Nov/Dec    
 

1)  Rolando Apostal (Rescinded) 
 

Adelle told the Board that Rolando Apostal, Badge #2132, rescinded his 
application for retirement effective November 1 by letter dated October 11. 

 
2) Charles Lee (November)     
 

Counsel Richeda reminded the Board that Mr. Lee worked for AC Transit from 
March 1982 to September 1992.  He was rehired in October 1997 and is currently 
an active employee.  Because his break in service was over five years he will at 
some point be eligible for two separate pensions – the first on November 1, 2007, 
the month after his 65th birthday.  He applied for the first (Term Vested) pension 
effective November 1, 2007.   Counsel Richeda referred to his memorandum 
dated November 6, 2007 in which he concluded that it would be possible, but not 
mandated, under these limited circumstances, to interpret the Plan to allow a 
person to receive Term Vested Retirement benefits and to continue to work for 
the District.  Counsel Richeda noted that our Plan is unusual because it does not 
call for a suspension of benefits or limit reemployment after retirement.  He added 
that his conclusion would be the same under both the 2005 Plan and the 1989 
Plan.   

 
In discussing Mr. Lee’s application the Board considered the public policy 
perspective, specific Plan language, the impact of a plan amendment, how other 
plans address this question and how common such cases might be.  Chair Lewis 
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expressed his opposition to paying retirement benefits to an individual who is on 
the District payroll unless it is required by the Plan. 
 
Counsel Richeda observed that  this type of case could become  more common in 
the future due to  Term Vested benefits since 1997 being available at age 55 .  
Member Williams expressed her concern regarding the potential for selective 
rehiring of terminated employees who would subsequently become eligible for 
Term Vested benefits. Hugo pointed out that there are examples of employees 
who began receiving Term Vested benefits and then returned to work, but this 
application  is the first example of an employee who returned and then applied for 
Term Vested benefits. 
 
Chair Lewis asked about the impact of a Plan Amendment to clarify this issue. 
Counsel Richeda replied that the change might apply only to new hires.   
 
Counsel Richeda agreed to return to the Board with another memorandum 
presenting the implications of allowing or disallowing an employee to continue to 
work and to be awarded Term Vested benefits. 
                             

3)  Bradford McDonald 

Adelle explained that Bradford McDonald worked for AC Transit from January 1990 
to March 2004. He submitted an application for a Term Vested retirement effective 
December 1, 2007, the month after his 55th birthday.   Mr. McDonald has chosen the 
Level Percentage of Compensation Pension Benefit and is to receive a payment of 
$762 per month for his lifetime, with no payment to a beneficiary upon his death. 

Mr. McDonald had also approached staff regarding a disability retirement. In March 
2002 the Board had denied his disability retirement application because he does not 
have sufficient service. 

MOTION: WINNIE/WILLIAMS to approve Bradford McDonald Badge #31046 for a 
Term Vested Retirement effective December 1, 2007.  He has chosen the Level 
Percentage of Compensation Pension Benefit and is to receive a payment of $762 per 
month for his lifetime, with no payment to a beneficiary upon his death. 5-0-0-0 

   
I.   Application for Retirement Benefits from Richard Farr 
 

Hugo stated that Richard Farr applied for a Term Vested Retirement, but he was hired 
August 25, 1980 and left AC Transit June 22, 1989. Therefore he does not have ten 
years of service. Staff explained the plan rules to Mr. Farr who wrote a letter 
appealing staff response.  Counsel Richeda cited sections 1.45 and 1.46 of the 
Retirement Plan, which requires that members of ATU complete 10 years of 
continuous service to qualify for retirement. 
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MOTION: WILLIAMS/JONES that staff should write to Mr. Farr citing the 
appropriate Plan Sections and stating his right to appeal.  5-0-0-0 
          
 J    Retirement of James DeBusk.    
 

Hugo told the Board that he had placed this item on the agenda to acquaint the Board 
with Mr. DeBusk’s situation, but staff had made no recommendation.    Hugo referred 
to his memorandum dated November 5, 2007 that spells out Mr. DeBusk’s work 
history, the issues involved and relevant Plan language.  Hugo explained that Mr. 
DeBusk had informed staff that he is interested in a Disability Retirement.  His 
particular case raises an issue that was not addressed when the bargaining parties 
redrafted the “2005 Plan” – how to handle an employee who was Vested with 10 
years of service when he left employment, is rehired, and applies for a Disability 
Retirement before completing another 10 years of service.   
 
The Board deferred this item and asked Counsel Richeda to provide a written 
analysis. 

 
 N. Asset Allocation 
 

Hugo distributed the Preliminary Asset Allocation report for November 2007.  He 
pointed out that the Plan’s equities were slightly over, and fixed-income slightly 
under, their target ranges.  He added that recent market declines may have brought the 
percentages back into range.  Member Kelly asked  at what point does the Plan moves 
funds among managers.  Hugo replied that because of the transaction costs of moving 
funds from one manager to another they generally are not reallocated unless the 
percentages are well out of range. 
      

O. 2007 Actuarial Valuation and Experience Study 
 

Hugo referred to the October 29, 2007 Actuarial Valuation Report, which calls for a 
$26.9 million pension contribution by the District and reflects the Board’s October 
decisions regarding amortization, treatment of assumptions regarding salary scales 
and incorporation of the $371 thousand, credit stemming from this year’s voluntary 
contribution.   

 
MOTION: WILLIAMS/KELLY to approve the Actuarial Valuation and Experience 
Study.  5-0-0-0. 

 
P.   Benefit Statements for 2007.   
 

Hugo reminded the Board that Benefit Statements had been delayed pending 
completion of collective bargaining negotiations between the District and ATU, but 
the Board had agreed to make a decision on distribution of the statements at the 
November meeting.  Usually drop-in meetings are scheduled at each site shortly after 
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the mailing, but it might be more productive to delay the meetings until after the 
holidays this year.  
 
Member Williams agreed with the January meeting schedule.  She also suggested that 
staff schedule a weekend retirement seminar at the ATU union hall.  Hugo asked if 
this would be similar to the ones held several years ago and Yvonne replied that she 
thought so. 
 
The Board consensus supported distribution of Benefit Statement in December with a 
meeting to follow in January. 
 

Q. Legal Settlement (Travel Time)    
 
Hugo stated that this settlement is back pay awarded to rectify a mistake.   He 
referred to his memorandum of November 5 that concludes that: 1) these payments 
are pensionable earnings for active employees; 2) in line with decisions on late 
payment of income earlier this year this is pensionable income for retirees who 
received the payment after they retired.  He also outlined a methodology to use in 
adjusting average earnings and therefore pension benefits.  
 
The Board discussed the examples, raised questions and suggested that staff continue 
to refine the methodology and report back to the Board in a couple of months. 
 

                       
R Semi-Annual Report to the District Board  
 

Hugo referred to the draft Semi-Annual Report included in the board packet.  
 
Chair Lewis suggested:  replacing the phrase “unexpected earnings” on p.2 with 
“beyond actuarially assumed returns”; inserting the word “previously” after “The 23 
year period was” and to change “as if” to “as of” in sentence two under Investment 
Performance for 2007. 
 

 
MOTION: WINNIE/WILLIAMS that the letter be sent with the suggested revisions 
and signed by the new Chair.  
 
Hugo reminded the Board that periodically the District’s actuary performs a parallel 
valuation.  The District has requested that the Retirement System actuary provide data to 
the District actuary to use in its valuation.  Hugo encouraged the District to ask its 
actuary to provide an independent review of the key assumptions included the valuation.        
 
Hugo also raised the possibility of an actuarial audit.  He noted that the system had never 
had such an audit. Counsel Richeda added that most systems do not have actuarial audits. 
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Hugo concluded that if the results of the District’s parallel valuation are close to the 
System’s actuarial valuation an audit could be unnecessary. 
 
S. Conversion Letters. 
T. Timing of Conversion from Disability to Service Retirement for Dwayne Blanson  
 

Hugo stated that staff is still researching the subject of conversion from disability to 
service retirement and retrieving old documents.   

 
U. Update on Noel Castillo  

 
Hugo stated that he had talked with ATU Shop Steward Robert Scott and they plan to 
visit Noel Castillo soon. 

 
V. Direct Deposit for Retirees  (Proposed Letter) 
 

No new information. 
 
W. Conflict of Interest Code 
X. Update on Williams, Adley 
Y. Update on Alfonzo Cribbs and Clifton Holiday – Adelle Foley 
Z. Talmadge Vickers Retirement Questions 
 

Hugo reported that there is little new information on these items but staff will try to 
clear them up by the end of the year.  
 

AA.Linda Brown-Dones 
 
Hugo referred to his memorandum to the Board dated November 5, 2007.  He told the 
Board that Ms. Brown-Dones worked for the District from August 1985 until 
November 2002.  At that time the Plan required that a disability applicant be an 
employee (although now there is a six month grace period). There was some 
discussion between the District and the Union of rehiring Ms. Brown-Dones so she 
could apply for a Disability Retirement but that never occurred.  When she applied 
for a Disability Retirement after her termination she was informed, in a September 
2004 letter, that the Board determined that the Plan could not accept her application.  
Hugo told the Board that because there had been several similar cases he spoke with 
the District General Manager and the head of Human Resources about 
communicating information on disability retirement to employees leaving the District 
who have more than ten years of service and are not retirement age eligible.  Member 
Williams pointed out that the Benefits staff informs employees who are on industrial 
injury or medical leave of their options, including retirement.  Chair Lewis asked if 
the Board could make an exception to the Plan deadlines for disability applications.  
Counsel Richeda replied that under the principle of equitable tolling it would only be 
possible if an employee who approaches retirement staff appears to be ill or if the 
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disability impaired the individual’s ability to file a timely application.  He suggested 
that the medical specifics of this case be discussed in closed session.   
He added the Board  should be sensitive to the possibility of creating a precedent with 
this decision.   
 
Chair Lewis observed that there is no indication that Ms. Brown-Dones spoke with 
Retirement staff in 2002.  He added that the application deadlines were adopted to 
ensure that the decision is made based on the applicant’s medical condition before 
they leave the District.  Member Williams objected to the wording of the 2004 letter 
as hearsay.  Counsel Richeda recommended that he review that 2004 letter for 
deficiencies and staff see if Ms. Brown-Dones spoke with someone in Retirement in 
2002.   
 

MOTION:WILLIAMS/KELLY to put this matter over until the next meeting. 5-0-0-0 
                    

BB.Report on Employee Benefits Conference 
 

Vice-Chair Jones and Member Williams attended this conference in Anaheim, CA 
and came back with material that they will bring to the Board next month.  

 
CC.Retirement System Manager Report 

1) Preliminary Calendar for 2008 Board Meetings 
The February meeting was rescheduled to February 15 

2) Update on Post Employment Benefits Commission 
The Commission met in Oakland early in November and spent most of its time on 
health benefits.  The challenge will be to reach consensus. 

3) Editorial from the Contra Costa Times 
4) Sacramento Bee Article “Police Chief’s Pension Raises Red Flag” 

These are examples of unfavorable press coverage of retirement plans. 
5) Callan Conference 

Included in case Board members are interested in attending.  Remember to disclose 
entertainment by Callan or other vendors on Form 700. 

6) FHR System 
Implementation of the new automated system is moving forward.  It is expected to 
require some of Adelle’s time.  Hugo will discuss the issue of a back-up for 
Adelle. 

 
DD. (CLOSED SESSION)  

1) Matters Relating to Personnel: Disability Applicants’ and Disability Retirees’ 
Medical Records (Government Code Section 54957; Opinion of Attorney 
General 65 Ops.  (Cal AG-412 (1982)). 
a. Damon Bridges – Total and Permanent Disability Retirement 
b. Jozette Poole– Total and Permanent Disability Applicant 
c.    Tony Roberts – Occupational Disability Retirement   
d. Rita Turner -- Total and Permanent Disability 
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e. Linda Brown-Dones – Disability Issues 
f.    Duane Gordon – Disability Retirement 
g. Anthony Williams – Total and Permanent Disability 
h. Helen Moore – Occupational Disability Retirement   
i. Griffin – Total and Permanent Disability   
j. Jocelyn Drew-Harris – Total and Permanent Disability 

 
2) Matters Relating to Pending or Threatened Litigation  

a. Conference with Legal Counsel – (Government Code Section 54956.9(a)):  
1) Randolph Wesson – Appeal of Denial of Sufficient Service for a  

Disability Retirement and Service Retirement Application 
2) Betty Walton – Appeal of Board Disability Decision 
3) Richard Farr – Appeal of Year of Service Calculation 
4) Flossie Benton – Appeal of Retirement Calculation 

 
(RESUME OPEN SESSION) 
 

1) Report and/or Action on Closed Session Items 
 

DD b.) Jozette Poole – Total and Permanent Disability 
 
The Board unanimously denied Ms. Poole’s request for retroactive benefits.  

 
Pending Items for Discussion 
 
None. 
 
Staff Comments 
 
None. 
 
Retirement Board Comments 
 
None. 
 
Attorney’s Report 
 
None. 
 
Adjournment 
 
MOTION: WILLIAMS/KELLY to adjourn.5-0-0-0 
 
The Board adjourned its special meeting on November 9, 2007 3:02 P.M.. 
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Approved Minutes 

 Meeting of the  
AC TRANSIT RETIREMENT BOARD 

December 10, 2007 
 

R0LL CALL 
Chair Lewis called the meeting to order at 9:17 a.m. 
 
Members Present:  Chair Jeffrey Lewis, Richard Winnie, Kathleen Kelly and Vice-Chair 
Rebecca Jones – 4.  Member Kelly announced that she would have to leave at 10:15 a.m. 
for 15-20 minutes and return; leaving for good at 12:15. 
 
Members Absent: Yvonne Williams – 1. 
 
Also Present: Hugo Wildmann, Retirement System Manager; Adelle Foley, Retirement 
System Administrator; Russell Richeda, Legal Counsel; Deborah McClain, ACT Chief 
Financial Officer; Claude Kramer, Accounting; Joe Wallace, ACT Board Liaison; Kathy 
Drake, Dodge & Cox. 
 
PUBLIC COMMENTS 
 
None.   
 
CONSENT CALENDAR 
 
MOTION: KELLY/WINNIE to adopt the Consent Calendar.  (4-0-0-1) 
 
Ayes: Members Kelly, Winnie Vice Chair Jones and Chair Lewis – 4 
Noes: None 
Abstain: None  
Absent: Member Williams – 1  
 
A.  Approval of Minutes for the November 9th Meeting. 
 
APPROVED 
 
B.  Approval of Financials for October 2007. 
 
APPROVED 

 
C.  Approval of Invoices in the amount of $295,769.25 
      Approval of additional Invoice in the amount of   $ 427.85                                                                        
       
APPROVED 
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D. Approval of Applications for Retirement for December 2007/January 2008  

     
1) Approve Jimmy Hix, Badge #862, for Retirement effective January 1, 2008. Mr. 

Hix has selected the Half Joint and Survivor Pension Benefit and is to receive a 
payment of approximately $2,760 per month for his lifetime, with a benefit of 
approximately $1,380 per month continuing to his beneficiary,   Merlene Hix, 
upon his death and payable for her lifetime.  

 
APPROVED 
 

2) Approve Brenda Jefferson, Badge #30177, for Retirement effective January 1, 
2008.  Ms. Jefferson has selected the Full Joint and Survivor Pension Benefit and 
is to receive a payment of approximately $2,130 per month for her lifetime, with a 
benefit of approximately $2,130 continuing to her beneficiary, Edward Jefferson, 
upon her death and payable for his lifetime. 

 
APPROVED 
 

3) Approve Chars Etta McCrory, Badge #636, for Retirement effective January 1, 
2008.  Ms. McCrory has selected the Level Percentage of Compensation Pension 
Benefit and is to receive a payment of approximately $3,510 per month for her 
lifetime, with no payment to a beneficiary upon her death. 

 
APPROVED 
 

4) Approve Wanda L. Ricks, Badge #1250, for Retirement effective December 1, 
2007.  Ms. Ricks has selected the Level Percentage of Compensation Pension 
Benefit and is to receive a payment of approximately $3,100 per month for her 
lifetime, with no payment to a beneficiary upon her death. 

 
APPROVED 
 

5) Lyn N. Jefferson, Badge #30365, retired on Occupational Disability Retirement 
effective November 2004.  On November 23, 2007 (a month after her 55th 
birthday) she applied for a conversion to a Service Retirement effective December 
2004. 

 
Approve Lyn N. Jefferson, Badge #30365, for Conversion to a Service           
Retirement effective December 1, 2007.  Ms. Jefferson has selected the Level 
Percentage of Compensation Pension Benefit and is to receive a payment of 
$1,741 per month for her lifetime, with no payment to a beneficiary upon her 
death. 
 

APPROVED 
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Chair Lewis proposed taking a few minutes for issues on the Regular Calendar before the 
Dodge & Cox presentation.  Looking at Approval of Applications he would prefer to 
discuss Holmes and Wiseman, holding off discussing Lee until Member Williams arrives.   
 
E.  Approval of Applications for Retirement                         
 

1) Adelle recommended approval of the application of Marvin Holmes with no 
contingencies.  Proof of the birth date of the beneficiary has been provided and 
there are no issues at this time.   

       
MOTION: WINNIE/JONES to approve Marvin Holmes, Badge 30419, for Retirement 
effective January 1, 2008.  Mr. Holmes has selected the Half Joint and Survivor Pension 
Benefit and is to receive a payment of approximately $2,110 per month for his lifetime, 
with a benefit of approximately $1,050 continuing to his beneficiary, Joyce Joyner, upon 
his death and payable for her lifetime.  4-0-0-1  
       

3) Deborah Wiseman - Term Vested 
 
Adelle recommended approval of the application of Deborah Wiseman, who 
terminated employment with  AC Transit in June 2000, for a Term Vested 
Retirement effective January 1, 2008.  The Board has the application but no 
paperwork. Ms. Wiseman will receive $508 per month for her lifetime, or the 
actuarial equivalent, depending upon the option she chooses and her beneficiary, 
if any.  This approval should be contingent upon completion of her paperwork by 
December 31, 2007. 
 
Member Kelly inquired what would happen if Ms Wiseman did not complete the 
paperwork.  Adelle said the issue would then come back to the Board at the next 
meeting.  Hugo mentioned that we would not pay a retiree until all the required 
paperwork is submitted. 

 
MOTION: KELLY/WINNIE to approve Deborah Wiseman, Badge 40940, for Term 
Vested Retirement effective January 1, 2008.  She will receive $508 per month for her 
lifetime, or the actuarial equivalent, depending upon the option she chooses and her 
beneficiary, if any.  This approval is contingent upon completion of her paperwork by 
December 31, 2007.   4-0-0-1 

 
F.  Presentation by Dodge & Cox  
 

Hugo said that Dodge & Cox has had good performance over the long-term and that 
Kathy Drake always provides a fast paced and honest representation of how the firm 
is performing.  This is in sharp contrast to some other money managers..  He advised 
the Board to pay particular attention to comparing Dodge & Cox to a value 
benchmark and not the overall market over the last year as value has underperformed 
the broad market.  
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Hugo introduced Kathy Drake of Dodge and Cox, who said she wanted to look at 
performance and benchmarks, that the bond market has been very wild; she wants to 
tell us what they see in the environment, the stock market and how ACT’s portfolio is 
positioned. The next 6 months are particularly murky and the short term is always 
impossible to predict.  Looking at value benchmarks vs growth benchmarks, our 
performance lagged the overall market but not the value benchmark.  .  
Dodge & Cox has managed ACT’s money for over 16 years with a return of 15.9 
percent for equities only and 15.4 percent for the total portfolio compounded over 16 
years. In comparison the market during that long period returned 10.6 percent (S & P 
500) and 12.4 percent (Russell 1000 Value Index).  These are solid numbers in the 
long term.  Over the year to date we did not do as well as the broad market measured 
by the S&P (3.2 percent vs. 6.2 percent), which is frustrating.  But we outperformed 
the Russell Value Index.  Value stocks lagged because the finance sector was so 
heavily weighted and it was the hardest hit.  ACT‘s portfolio is less heavily weighted 
in finance and lost less ground.    This preserved a lot of value; Dodge & Cox made a 
clear, positive selection of strategy purchasing established companies whose 
valuations have become attractive as price/earnings and price/sales ratios declined 
from high levels and the S&P 500 ratios look more like Dodge and Cox.   
 
Hugo asked Kathy to discuss the overall valuation levels and if Kathy thought the 
stock market presented good value to long-term investors.  Kathy said that she 
thought the market represented value  at this time and they were fully invested and 
found numerous areas to invest funds and anticipate a good long-term return. She also 
mentioned Dodge & Cox is purchasing shares in companies that formally would have 
been considered growth companies (EBAY and Home Depot for example).   
 
Hugo noted that the press sounds like the stock market is about to fall apart and asked 
what Dodge and Cox would own if the stock market were unattractive.  
Kathy pointed out that as long term investors ACT should assess the market 
vulnerabilities on a 3-year basis and decide to hold equities or cash.  She noted that 
unlike 1987, when   Dodge & Cox held 10 percent cash, valuations currently are 
reasonable.  
 
(Member Kelly left at this point.) 
 
The Board discussed the question of international stocks, including the distinctions 
between where a company is domiciled and the source of its revenue, and the risks of 
manufacturing overseas vs. selling overseas.  In response to Hugo’s questions Ms. 
Drake told the Board that Dodge and Cox does not plan to open offices overseas, but 
analysts travel a lot.  Counsel Richeda asked if the investment guidelines should be 
increased from the current 20 percent international equities.  Chair Lewis asked 
Kathy to let the Board know if the 20 percent guideline become constricting.   
 

 
Kathy Drake left at this point.  
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A short break was taken for 10 minutes from 10:20 to 10:30. 
 
(Member Kelly returned at this point.)  
 
E.  Approval of Applications for Retirement  (Items 1 and 3 were discussed earlier) 
 

2) Charles Lee 
 

Hugo asked if the Board wanted to go back to Item E (2), Charles Lee.  Chair 
Lewis asked if there was any reason we should not put this over until the next 
meeting because Member Williams was not there and she has some strong 
feelings about this.  Adelle felt that Mr. Lee might be patient. Counsel Richeda 
suggested we could have a preliminary discussion now and Hugo felt that we 
should have the discussion so as in increase the chances that we will be prepared 
to make a decision at the January meeting.  
Counsel Richeda reminded the Board that Mr. Lee worked for AC Transit from 
March 1982 to September 1992.  He was rehired in October 1997 and is currently 
an active employee.  Because his break in service was over five years he will at 
some point be eligible for two separate pensions – the first on November 1, 2007, 
the month after his 65th birthday.  He applied for the first (Term Vested) pension 
effective November 1, 2007. Counsel Richeda referred to his memorandum dated 
December 4, 2007, which he had prepared in response to a request by the board at  
its November meeting that he develop a summary of points in support of Mr. 
Lee’s application and points contrary to his application.  Counsel Richeda 
concludes that Mr. Lee’s application raises an issue of plan term interpretation 
that falls within the sound discretion of the Board under the Plan and the 
California Constitution.  A decision to either grant or deny Mr. Lee’s application 
would be consistent with a reasonable interpretation of applicable plan terms but 
the better interpretation is the one which results in a denial of his application.  The 
results are the same under the 1989 and the 2005 Plan and appear to center around  
how to interpret “termination”.  

 
Hugo stated that the Plan doesn’t have a suspension of benefit provision upon 
reemployment.  Other employees are receiving retirement benefits and at the same 
time pay for active employment, but they began receiving their Term Vested 
benefits before returning to active employment.  In Mr. Lee’s case his two checks 
would result from a Retirement Board action.  While in Sacramento Hugo talked 
with people who work for large systems and he learned that it is fairly unusual for 
people to be in pay status from the retirement system and from the sponsoring 
employer.   

 
Chair Lewis raised the question: must an employee be terminated at the time he is 
awarded Term Vested benefits?  He feels this can be argued both ways; Counsel 
Richeda advised we need not decide today.  He said we have no past practice to 
guide us and perhaps the Board might want to suggest to various bargaining 
parties that certain changes be made.   
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Vice-Chair Jones asked what happens if we deny this to Mr. Lee?  Counsel 
Richeda said Mr. Lee could appeal our decision.   

 
MOTION: JONES/WINNIE to put the Lee case over to next month.  4-0-0-1 
 
G.  Retirement of James DeBusk.  
 

No new information.  
 
H.  Investment Performance – Hugo Wildmann   
 

Hugo distributed the Investment Performance spreadsheet and highlighted our poorly 
performing managers.   BGI, Western and Logan Circle are underperforming their 
benchmarks by a substantial margin.  He mentioned that the stock market is up about 
8% for the year and our estimated plan returns as of today would be return of 
approximately 6.5%, which is below our actuarially assumed rate of return of 7.7%. 
Our fixed income managers (Logan Circle and Western) have done poorly as the 
credit markets have underperformed treasury securities and our managers overweight 
credit. These managers told Hugo that when spreads stop widening and/or begin to 
narrow their performance will improve. Hugo also mentioned that we do not have 
data on how other core plus managers have done for the year and will get that data 
from Callan in February.  
 
Chairman Lewis observed that we knew we were buying into Core Plus managers and 
did not suggest changing managers.  Hugo agreed, adding that the more the Board 
knows the better and there should be monthly reviews. 
 
Counsel Richeda asked if money is being withdrawn from these managers.  Hugo said 
he asked Western to put us on their notification list if money is being withdrawn.    
This is not an issue with Logan Circle because we hold individual bonds. 
 
Chair Lewis raised the issue of what we were told when we hired our Core Plus 
managers in 2006 and if anything we were told was at odds with a significant 
exposure to the mortgage market.  Was the risk portrayed properly?  Lawsuits are 
being brought on this issue across the country.  Hugo pointed out that we knew that 
Core Plus managers could buy up to 10 percent of a portfolio in non-investment grade 
(junk) assets. Chair Lewis said we should ask Counsel Richeda to investigate to see if 
there is anything here that is conceivably actionable.  Counsel Richeda thought we 
should review the presentation materials and tapes. 
 
Counsel Richeda thought our bulwark there was Callan. Counsel Richeda was asked 
to give these questions a preliminary look and get more information.   . Chair Lewis 
wondered if our managers had greater exposure than others with the same style.  
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The Board, Hugo and Counsel Richeda discussed how to gather information on the 
source of these managers’ poor performance – compared to similar managers -- the 
risks that became apparent as compared with the earlier representations  and what  
they should have known. Counsel Richeda was asked to give these questions a 
preliminary look and get more information. Hugo suggested asking for a written 
statements including one from Callan of why the managers underperformed.   The 
Board instructed him to ask for these statements. Counsel Richeda suggested seeing if 
the answers raise issues and then deciding if we wish to go on. 
 
Chair Lewis said no motion was needed here, just instruction to staff, and Counsel 
Richeda agreed. 
 

I   Asset Allocation – Hugo Wildmann 
 

Hugo discussed the preliminary asset allocation worksheet and stated that we are 
within our ranges. Dodge & Cox has about $11.3 million in ADRs (representing 
shares of foreign stock).  Chair Lewis asked if we should reconsider the 20 percent 
maximum for international holdings and give Dodge & Cox more leeway to go to 
25%.Hugo said he was hoping that Kathy Drake would ask to go upward with an 
increase to 23 or 25% during her presentation (Agenda Item F).  He added that we 
should talk to Callan about foreign stocks and currency exposure.   
 
Member Kelly asked the source of the 20% maximum. Hugo said it was based on 
asset allocation studies and the practices of other retirement systems. .  Currently, 
some funds (CALPERS and Washington State) are moving more and more money to 
international markets.  Counsel Richeda referred to the 1999 Guidelines and the 
March 2005 Investment Policy Statement.    
 

 J.  Conversation with District Actuary and Chief Financial Officer  
 

Hugo said that he had hoped Deborah McClain  would participate in this discussion, 
but she could not be present. He reminded the Board that every three years the 
District does a parallel actuarial valuation.   He believes that the more the District 
does the better off we are.  As things now stand the District actuary uses the Board 
actuary’s data and assumptions   Hugo asked how much more it would cost to look 
under the hood (so the District would analyze some of the assumptions, such as  the 
increased longevity of males that EFI found in our latest experience study).  Hugo 
stressed that he was not overly concerned about EFI but he thought an independent 
review would be beneficial both to the Retirement System and the District.  A more 
independent District evaluation  could catch an error by EFI earlier in the process.  
 

 K.  Update on FHR System  
  

Hugo told the Board that it will take 6 to 9 months to convert the FHR System which 
is designed to pay and keep track of people.  Adelle will spend 20% of her time on 
this over the next several months and there is no back up for her.  Member Kelly 
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asked if Adelle is spending 20% of her time on this system, what the impact on her 
normal work would be. Hugo mentioned that this project would require him to 
redistribute some work in the Department and that some things would take longer to 
complete or would have to wait until after the conversion. Hugo has raised the need 
for back up for Adelle with the District and was assured that the District will provide 
back up to Adelle during the conversion..  

   
L.  Benefit Statements for 2007 – Hugo Wildmann 
 

A draft of the Benefit Letter is being printed this afternoon.  The letter encourages 
planning for retirement, trying to save money, and includes the schedule for when 
we’ll be out to the divisions in January.  Counsel Richeda suggested that Hugo add 
his title to the Benefit Letter. Staff will get these statements out in the next couple of 
weeks. 

 
M.  Legal Settlement (Travel time)  
 

No new information.  
 
N.  Semi-Annual Report to the District Board  
 

Chair Lewis made some changes on p. 2, suggesting that after “assets” but before the 
comma insert “using the five year smoothing method”.  Chair Lewis said he is not 
changing the content, just thinks the document needs to be better organized.  He 
offered to give Hugo some suggestions about minor things.   

 
MOTION: KELLY/JONES to give the Chair Lewis and Hugo permission to finalize 
and distribute the Semi-Annual Report.   4-0-0-1 
 
O. Conversion Letters – Hugo Wildmann 

P. Timing of Conversion from Disability to Service Retirement for Dwayne Blanson 

No new Information. 
 
Recess for Lunch 11:30 AM 
 
Resumed Session 11:40 AM 
 
(Member Kelly left at this point.) 
 
Q.  Update on Noel Castillo – March 2007 Retiree  
 

Noel Castillo’s  application  for retirement was approved, effective April 2007 
contingent upon completion of his paperwork and resolution of questions regarding 
his marital status. At that time he said his wife couldn’t sign the papers because she 
was incarcerated.  Now he has signed the form saying he is not married.   
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Hugo and Adelle met with the Mr. Castillo and Hugo talked with Counsel Richeda 
about our choices.  Counsel Richeda pointed out that Mr. Castillo signed the 
Declaration of Non-Married Status under penalty of perjury.   Adelle said that the 
District’s records raise some doubts. 
 
Chair Lewis asked if Hugo and Adelle think there might be a capacity issue with Mr. 
Castillo.    Adelle said they do not know of any medical issues and they are trying to 
figure out why Mr. Castillo’s answers are so inconsistent.  Medical issues would be 
discussed in closed session.  
 
Chair Lewis asked if there is any way to investigate this situation. Counsel Richeda 
suggested we check the District’s records and possibly online services.  He also 
suggested we have Mr. Castillo sign an indemnity form.   
 

MOTION LEWIS/JONES:  to put this over and direct staff to see if they can get more 
information. 3-0-0-2 
 
R. Direct Deposit for Retirees  (Proposed Letter) 
S. Conflict of Interest Code 
 

No new information. 
 

T   Sheila Griffin Memo from Russ Richeda 
 

Counsel Richeda referred to his memorandum dated December 3, 2007, which 
concludes that the Plan is explicit -- we could not pay Ms. Griffin benefits until we 
received a complete application.  Her Medical Report was not received until October 
so she was awarded Occupational Disability Retirement benefits effective November 
1, 2007.    The Board will take up her application for Total and Permanent disability 
in Closed Session.  Chair Lewis asked if there were any questions.  Since the Board 
was comfortable with Counsel Richeda’s conclusion no motion was needed. 

 
U. Update on Williams, Adley – Contract  
V. Update on Alfonzo Cribbs and Clinton Holiday 
W. Talmadge Vickers Retirement Questions 
 

No new information. 
 
X   Linda Brown Dones 
 

Hugo referred to his memorandum of November 5, 2007, which includes a second 
page added after the Board reviewed this issue earlier this year.  Ms. Dones was 
terminated in 2002 and approached the Retirement Department in 2004, when staff 
wrote to her stating that her application could not be accepted because the Plan 
required that a member must be employed to apply for a disability retirement. 
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Counsel Richeda said the letter is very clear on the substance of the issue but it lacks 
an indication of her right to appeal. The Board discussed potential fiduciary 
responsibility and the possibility of waiving the rules because Ms. Dones contends 
she did not know she could apply in 2002.  Counsel Richeda concluded that the Plan 
is very clear on the underlying issue .  He added that there was no indication that the 
Board or staff had any indication that Ms. Dones was disabled (or that she was 
leaving the District) in 2002, so there was no obligation to do anything about this. 
 
Chair Lewis proposed that staff send her a letter stating her right to appeal the 2004 
decision and present her case to a hearing officer.  
 
MOTION: JONES/WINNIE to instruct staff to send a letter to Ms. Dones restating 
the 2004 decision and informing her of her right to appeal. 3-0-0-2 
 

Y. Retirement System Manager Report 
1) Calendar for 2008 Board Meeting 

The schedule in the Board packet reflects decisions at earlier meetings. 
2) Possible Dates and Agenda for a Joint Meeting with the District 
3) Hugo is in discussion with the District Board regarding two possible dates: 

January 30 or April 30, 2008.  District Board Liaison Joe Wallace said that under 
the new meeting schedule the joint meeting would be at 5 PM. Hugo will check 
with Members Williams and Kelly before notifying that District of our availability 
for a Joint Meeting.Update on Post Employment Benefits Commission 

The Commission’s last meeting is in mid-December and the report is expected in 
late December or early January. What will be in the report and how will the press 
will cover it will be interesting to monitor. 

4) Callan Conference 
The agenda for the January 28-30 meeting is included in the Board packet. 

5) Certificates of Participation for the FHR System and District Financials 
Hugo was asked a couple of questions regarding material for the COPS 
prospectus.  When he saw the document it raised further questions.  Basic 
question: How much involvement should staff have in material referring to the 
Retirement System?  Chair Lewis would like to limit liability, yet would want 
information to be accurate. District CFO, Deborah McClain wants the information 
to be accurate. Member Winnie suggested commenting only on items under our 
control. Chair Lewis believes we should correct facts and include a cover letter 
stating what our review covered.  He would like Counsel Richeda’s input and 
asked that Hugo put this item on a future agenda. Hugo agreed to find out what 
other retirement systems do.  

6) Public Records Act Request 
Hugo plans to answer the relevant questions. 

 
CLOSED SESSION   
 
(Member Kelly rejoined the meeting.) 
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(RESUME OPEN SESSION) 
 

1) Report and/or Action on Closed Session Items 
 

There were no actions to report. 
 
Pending Items for Discussion 
 
None. 
 
Staff Comments 
 
None. 
 
Retirement Board Comments 
 
None. 
 
Attorney’s Report 
 
None. 
 
Adjournment 
 
MOTION: KELLY/WINNIE to adjourn.4-0-0-1   
 
The Board adjourned its meeting on December 10, 2007 1:05 P.M.. 
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