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 Approved Minutes 

 Special Meeting of the 
AC TRANSIT RETIREMENT BOARD 

June 5, 2009 
 

ROLL CALL 
 
Chair Lewis called the meeting to order at 9:13 AM.  
 
Members Present:  Claudia Hudson, Deborah Johnson, Kathleen Kelly, and Chair Lewis – 4 
 
Members Present after roll call:  Richard Winnie − 1 
Members Absent:  – 0 
 
Also Present: Hugo Wildmann, Retirement System Manager; Adelle Foley, Retirement System 
Administrator; Russell Richeda, Legal Counsel; Joel Young, AC Transit Board Liaison; Rick 
Fernandez, AC Transit General Manager, Lewis Clinton, AC Transit Chief Financial Officer; Claude 
Kramer, Accounting; Bob McCrory (by Conference phone) and Graham Schmidt of EFI, Board 
Actuaries; Jim Callahan and Diana Greenstone, Callan Associates; Robert Griffin and Audrey Elbert, 
Williams, Adley & Company, Board Auditors. 
  
PUBLIC COMMENTS 
 
None. 
 
CONSENT CALENDAR 
 
MOTION: KELLY/JOHNSON to adopt the Consent Calendar with a revision to correct a minor 
editing error noted in the May minutes. (4-0-0-1) 
 
Ayes: Members, Hudson, Johnson and Kelly, and Chair Lewis -- 4 
Noes: None 
Abstain: None  
Absent: Members Winnie -- 1 
 
A. Approval of Minutes for May 2009 
 
With correction of a minor editing error in the May minutes. 
 
B. Approval of Financials for April 2009 
 
APPROVED 
 
C. Approval of Invoices in the Amount of $96,563.46 
 
APPROVED 
 
D. Approval of Applications for Retirement for July 2009: 
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APPROVED 

 
1. Wilma Floyd  

 
Approve Wilma M. Floyd, Badge #70941, for Retirement effective July 1, 2009.  Ms. Floyd has 
selected the Level Percentage of Compensation Pension Benefit and is to receive a payment of 
approximately $7,220 per month for her lifetime, with no payment to a beneficiary upon her 
death. 
 

APPROVED 
 

2. Michael Malone 
 

Approve Michael C. Malone, Badge #41082, for Retirement effective July 1, 2007.  Mr. Malone 
has selected the Full Joint and Survivor Pension Benefit and is to receive a payment of 
approximately $1,940 per month for his lifetime, with a benefit approximately $1,940 per month 
continuing to his beneficiary, Ella Jane Malone, upon his death and payable for her lifetime 
 

REGULAR CALENDAR 
 
E. Approval of Application for Retirement June/July 2009: 

1. James Hudson (July) 
 
Adelle told the Board that Mr. Hudson had postponed his retirement so no action is necessary 
until a later meeting.  
 

2. Elese Jackson (June) 
 

Adelle reported that on May 18, 2009 Ms. Jackson applied for a service retirement effective June 
1, 2009.  She selected the Level Percentage of Compensation Benefit and will receive 
approximately $2,340 per month for her lifetime with no continuance after her death.  
 
Staff recommended approval of a retroactive retirement effective June 1 because Ms. Jackson 
completed her paperwork before June 1. 
 

MOTION: HUDSON/JOHNSON: To approve Elese Jackson, Badge #30443, for a Service Retirement 
effective June 1, 2009.  Ms. Jackson has chosen the Level Percentage Compensation Benefit and will 
receive a monthly benefit of approximately $2,340 for her lifetime with no continuance after her death. 
(4-0-0-1) 

 
3. Charles Stafford (June) 
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Adelle told the Board that on May 29 Mr. Stafford applied for a service retirement effective June 
1, 2009.  He selected the Full Joint and Survivor Retirement Benefit and will receive 
approximately $4,190 per month for his lifetime with a monthly benefit of approximately $4,190 
continuing to his beneficiary, Catherine Stafford, upon his death, and for her lifetime.  
 
Staff is recommending approval of a retroactive retirement effective June 1 because Mr. Stafford 
completed his paperwork before June 1. 
  

MOTION: HUDSON/JOHNSON: To approve Charles Stafford, Badge #80929, for a Service 
Retirement effective June 1, 2009.  Mr. Stafford has chosen the Full Joint and Survivor Retirement 
Benefit and will receive approximately $4,190 per month for his lifetime with a monthly benefit of 
approximately $4,190 continuing to his beneficiary, Catherine Stafford, upon his death, and for her 
lifetime.  (4-0-0-1) 

 

(AC Transit General Manager Rick Fernandez joined the Board for discussion of items F and G.) 
 
(Member Winnie joined the meeting at this point.) 
 
F. Follow-Up to the District Financial Presentation (GM Memo Update) 

Rick Fernandez summarized developments in District revenue projections since the last meeting.  
There was a net reduction of $3.3 million stemming from a loss of $8 million in state funds offset by 
an increase in the Metropolitan Transportation Commission (MTC) sales tax allotment to AC 
Transit.  Rick told the Board that he would like to see some consideration of the extraordinary fiscal 
challenges faced by the District and he asked that the actuaries take a look at the increased cost of 
the 2008 ATU contract.  The District will need the pension contribution for planning purposes in 
July or August. 

 
Hugo recommended that the Board set the August meeting date and see if there is a consensus 
during the following discussion of the pension contribution.  
 
Chair Lewis told the Board that he did not expect to be able to attend the July 20 Board meeting. 

 
(Board actuaries Graham Schmidt and Bob McCrory joined the Board for discussion of Agenda item G. 
Bob participated by telephone.)    
 
G. 2009 Actuarial Valuation “Cost Letter”  
 

Hugo noted that the cost letter in the Board package was the same as that distributed at the May 
meeting.  The June package also included: a summary of the scenarios the Board had asked EFI to 
consider; individual scenarios with the actuarial detail; a graph of historical returns from 1926 
through 2008; and a statistical analysis of historical investment returns. All years except 2008 
(which shows returns for the Plan) reflect changes in the stock and bond indexes.   
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Hugo pointed out that prior to 2008 the big losses occurred in two years – 1931 and 1937.  Bob 
observed that such losses exceeded two standard deviations – events that are historically rare.  Chair 
Lewis stressed that Board policy should be based on principles used to identify unusual events 
(such as 50 percent more than two standard deviations) that warrant unusual amortization periods.  
Member Kelly suggested that staff draft a policy. 

Graham turned to the charts developed for potential scenarios of cost as a percentage of payroll and 
the funded liability ratio, including the “red line” that covers only the cost of those already retired.  
The scenarios included: amortizing half of the 2008 loss over a longer (30-year) period (50 percent 
scenario); reducing the amortization period from 18 years by one year annually; starting 
amortization at 19 years and reducing it one year annually; and combinations of these alternatives.   

The Board discussed the impact of these scenarios.  Chair Lewis and Member Winnie agreed that it 
would be preferable not to approach the “red line.”  Graham reminded the Board that at 17 years 
amortization the Plan is not even paying off the interest on the unfunded liability.  Chair Lewis 
replied that this fact was behind the current policy to reduce the amortization period each year.   
 
Member Kelly expressed her comfort with the 50 percent scenario.  Graham said that reducing the 
amortization period by two years annually is aggressive.  Member Winnie noted that these options 
still reduce the amortization period, but at a slower rate.  Chair Lewis said that he is more 
comfortable with the funded ratio above 60 percent.  Lewis Clinton stated that he found the options 
reasonable, affording maximum relief while recognizing that the safety of the plan is primary.   
 
Chair Lewis suggested that the Board use option 3 – starting amortization at 18 years and reducing 
it one year annually – as a working decision. 
 

(A number of Agenda items were taken out of order to ensure maximum participation and to 
accommodate outside speakers.) 
 
L. Calendar for 2009 Board Meetings (Set August Date)   

 
The Board set the next three meeting dates for:  July 24, August 14 and September 25 to ensure 
maximum participation in extended discussion of key agenda items.   
 
Member Winnie mentioned that given the schedule of meetings he could not remain on the Board. 

 
Chair Lewis called a recess at 10:28 AM 
 
The meeting resumed at 10:43 AM 
 
H. Implications of Changes at Logan Circle 
I. Investment Performance Update 
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Hugo told the Board that the Plan’s assets had increased by approximately 10 percent year to date.  
Most managers were outperforming their benchmarks and the Plan’s return was above its actuarially 
assumed rate of 7.7%. 
 
Jim referred to Callan’s June 1 letter regarding the announcement that Chief Investment Officer 
(CIO) Ryan Brist had left Logan to join Western Asset Management.  With Brist’s departure Callan 
believes that it is time to consider alternatives to their advice that clients should be patient and give 
Logan Circle more time to recover from recent underperformance.    The letter spelled out the pros 
and cons of four alternatives ranging from no change to replacing Logan Circle.  He added another 
alternative (4a) --- creation of a custom index without Treasury securities.  Jim noted that the Plan 
has a separate account at Logan Circle, which would facilitate moving the assets. 
 
Diane stated her preference for replacing Logan Circle with a new Core Plus manager while Hugo 
discussed the possibility of looking into a passive investment not benchmarked to the Barclays 
Aggregate.   When Chair Lewis raised the question of what kind of manager should replace Logan 
Circle and noted that Logan Circle and Western turned out to be similar Jim agreed that they did not 
give the diversification that was expected. 
 
Jim told the Board that a decision would require more time.  Hugo agreed that we should not make 
an immediate change.  Counsel Richeda observed that weakness at Logan could develop quickly.  
Hugo and Jim noted that a search for a replacement could take six months.  Jim added that if clients 
left Logan Circle the Plan could move its assets to Western.  Member Kelly suggested starting the 
decision process and designing an emergency plan. Hugo added that staff and Callan could work on 
replacing Logan Circle with a new Core Plus manager or an index manager. 
 
Chair Lewis stated that he would like to review the selection process in order to avoid the problems 
associated with past choices.   
 
Hugo stressed that there are risks if Plan assets remain at Logan Circle and also risks involved in 
moving assets.  There are also costs associated with moving from Logan Circle.  Chair Lewis 
suggested that the Board leave the assets at Logan, move to Western in an emergency and discuss 
moving to another Core Plus manager or an index fund (including one without Treasury securities).  
Hugo mentioned that if the Board undertook a fixed-income search now the managers that would 
have performed well over the past 3 and 5 years would be those managers that had not taken as 
much risk taken as their peers.  If credit markets return to “normal” over the next 3 years these 
managers might be the most likely to underperform during this period. 
 
MOTION: KELLY/HUDSON to delegate emergency authority to the Chair and Vice Chair to 
move the Plan’s assets from Logan Circle to Western.  (5-0-0-0) 
 
Member Winnie suggested that Logan staff could be distracted or could leave the firm.  He also 
wondered if the assets are at risk legally.  Counsel Richeda replied that the assets are not at risk 
because the assets are with our  trustee and the assets are not commingled.  He agreed that loss of 
staff or significant ability to manage the Plan’s portfolio should trigger an emergency move. 
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Jim agreed to run analyses for the July meeting on replacing Logan with a Core Plus or Index 
manager and work with Hugo on these alternatives.   
 
Turning to other managers, Jim told the Board that he would be monitoring Barclays Russell Alpha 
Tilts throughout 2009. 

 
(Robert Griffin and Audrey Elbert of Williams, Adley & Company, joined the discussion of item K) 
 
(Member Kelly left the meeting at this point.) 
 
K. 2008 Financial Statements 
 

Hugo reminded the Board that they had seen the Financial Statements at the May meeting.  He added 
that the Board could approve the Statements in their package and Audrey and Counsel Richeda 
could work with him to complete the small changes.  Robert Griffin referred to the new format and 
told the Board that the auditors are still finalizing the papers.  The outstanding issue in disclosing 
concentration of holdings stems from the change in status of FNMA to a government agency. 
Member Winnie expressed his favorable impression of the work of Williams, Adley and Company. 
 

MOTION: HUDSON/JOHNSON to approve the audit report and to delegate the ability to make minor 
changes to Hugo, Counsel Richeda and Audrey Elbert, including those associated with FNMA 
securities.  (4-0-0-1) 
 
J. Asset Allocation  
 

Hugo reported that the percentages were within the asset allocation ranges.  
 

N. Investment Consultant RFP   
 

Hugo told the Board that he will meet with the committee, made up of Members Hudson and Kelly, 
and bring back a short list of five potential consultants at the July meeting.  Chair Lewis added that 
the Board will decide which candidates to interview, schedule interviews and complete the selection 
process by September, or October at the latest. 
 

(Member Kelly rejoined the meeting at this point.) 
 

O. IRS Tax Compliance Review  
 

Counsel Richeda referred to his memorandum on Tax Compliance Review, dated May 29, 2009, 
which was included in the Board Package. The memorandum included a detailed list of tax 
qualification requirements, the relevant IRS rules, current plan language, the language the IRS has 
said is acceptable and a comparison between the two. He reminded the IRS Board that the Plan can 



AC Transit Retirement Board 
Meeting Minutes 
June 5, 2009 
 

  7

apply for a determination from the IRS that the Plan is tax-qualified between February 2010 and 
January 2011.    
 
Counsel Richeda concluded that the Plan is basically in satisfactory shape with a few outstanding 
questions.  Nonetheless, the Plan will need the assistance of outside tax counsel with expertise in 
issues and required language revealed in the IRS review of the San Diego City retirement system.   

 
P. Legal Services RFP  
 

Turning to the Legal Services RFP, Counsel Richeda suggested that the Board might delegate 
selection of the tax counsel to himself and Hugo or interview the finalists themselves.  In response to 
Board members’ questions regarding cost counsel Richeda estimated that the time-consuming work 
of amending the Plan would come to between $40 and $80 thousand.  The Board discussed the 
advantages of face-to-face interviews in this matter.  The Board directed Hugo and Counsel Richeda 
to select the three finalists, notify all five firms, and return to the Board with recommendations for 
how to proceed.  Chair Lewis concluded that these interviews would probably take place in October 
after selection of an investment consultant.  

 
M. IBEW Plan Changes   
Q. Plan Amendments and Redraft  
R. Legal Settlement (Travel Time)  
S. Timing of Conversion from Disability to Service Retirement for Dwayne Blanson S 
 

Nothing to Report. Staff agreed to come back to the July meeting with a plan and timetable to 
address item R, Legal Settlement (Travel Time), and similar plans for item S at the August meeting. 
 

T. Retirement System Manager Report:  

• Update on District Finance Committee Meeting on May 27th – Minutes and a Joint Meeting 
A District Board member expressed an interest in receiving Retirement Board minutes more 
quickly.  The Retirement Board preferred to continue to distribute the minutes after approval at 
the subsequent meeting.  Hugo suggested scheduling a joint meeting with the District Board in 
the fall. 

• Sacramento Bee Article on Sacramento County Pension Underfunding 
Hugo referred to the article in the Board package regarding the impact of the increase in pension 
contributions. 

• Department Workload 
Hugo reported that providing information associated with AC Transit layoffs and participating in 
educational meetings had increased the Department’s workload.  Member Kelly mentioned the 
District’s interest in proactive education regarding retirement.  The current meetings are pilots. 

 
U. (CLOSED SESSION) 
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1) Matters Relating to Personnel: Disability Applicants’ and Disability Retirees’ Medical Records 
(Government Code Section 54957; 65 Ops. Cal. Atty. Gen. 412 (1982)  
a. Rita Turner -- Total and Permanent Disability 
b. Anthony Williams – Total and Permanent Disability 
c. Janell Dozier – Total and Permanent Disability 
d. Leland Walls – Occupational Disability 
e. Larry Butler -- Total and Permanent Disability 
f. Raymond Brown -- 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) Richard Farr – Appeal of Year of Service Calculation 
3) Charles Lee – Appeal of Denial of Term Vested Retirement Benefits 
4) Dwayne Jackson – Appeal of Board Decision on Disability Eligibility 
5) Jim DeBusk – Appeal of Denial of Eligibility for Disability Benefits 
6) Talmadge Vickers – Appeal of Denial of Total and Permanent Disability 
7) Lawrence Smith - Appeal of Denial of Term Vested Retirement Benefits 

 
3) CONFERENCE WITH LEGAL COUNSEL—ANTICIPATED LITIGATION: Deciding whether to 
initiate litigation pursuant to subdivision (c) of Government Code section 54956.9: number of cases: 4 

 
• (RESUME OPEN SESSION) 

1) Report and/or Action on Closed Session Items 

Counsel Richeda reported: 

a. U)1)c      Janell Dozier – Total and Permanent Disability 

The Board unanimously approved Ms. Dozier’s application for Total and Permanent 
Disability Retirement retroactive to December 1, 2008.  

   
b.   U)2)a.5)     Jim DeBusk – Appeal of Denial of Eligibility for Disability Benefits 

The Board unanimously rejected the recommendation of the Hearing Officer, Norman Brand, 
and directed Counsel to return with a draft written decision for the Board to consider and 
adopt. 

 
c.   U)3)      ANTICIPATED LITIGATION: Deciding whether to initiate litigation pursuant to 

subdivision (c) of Government Code section 54956.9: number of cases: 4 
 

The Board considered the facts and circumstances surrounding the Board’s selection and retention of 
Western Asset Management and Logan Circle -- as well as the various parameters regarding these 
managers and the investment consultant -- and determined, based on their evaluation of the facts as 
they know them, including certain legal issues such as the uncertainty of damages, and the statute of 
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limitations,  that is was not appropriate to initiate litigation or to further study the issue of whether 
litigation is appropriate.  
 

 
PENDING ITEMS FOR DISCUSSION 
 
STAFF COMMENTS 
 
None 
 
RETIREMENT BOARD COMMENTS 
 
None 
 
ATTORNEYS’ REPORT  
 
None 
 
ADJOURNMENT 
 
MOTION: KELLY/JOHNSON to adjourn (5-0-0-1)  
 
The Board adjourned its meeting at 1:44 PM 
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