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The following attended the meeting: 

Advisory Committee: 

Staff: 

Eugene B. Burroughs 
M. J. Mintz 
Richard M. Prosten 

Perry Joseph 

Murray P. Hayutin 
John F. Hotchkis 
Ralph J. Wood. Jr. 

Stephen Finan 

Patrick Garabedian 

Jane W. Molloy 

Dr. Dan M. McGill 

James B. Lockhart, Executive 
Director 

Royal S. Dellinger, Dep. Exec. Dir. 
Douglas R. Cannon. Dep. Exec. Dir. 

Steven Hill 
Wayne Poll 
William DeHarde 
Carol Flowe 
Ellan Spring 
Lawrence Maslan 
Lou Faircloth 
Judith Bekelman 
Joel Greenblatt 

Not present: 

Consultants to the Committee: 

Representative of the 
Secretary of Labor: 

Representative of the 
Secretary of the Treasury: 

Representative of the 
Secretary of Commerce: 

Guest Speaker: 

PBGC: 

The Committee began its meeting at 1:00 p.m. In the absence of a 

Chairman designated by the President, Mr. Hayutin conducted the 

meeting. 



1. Minutes of Previous Meeting 

Mr. Prosten requested that the third sentence of Item 6, on p. 3 of 

the draft minutes of Meeting Number 106, be amended to state that 

"...employers should be responsible for liabilities directly 

attributable to their own employees in cases where plans use the  

direct attribution method for assessing liabilities." (emphasis 

added to clarify change) Mr. Wood noted that Item 8, on p. 4 of the 

minutes, was incorrectly numbered and requested that it be 

renumbered as Item 7. The Committee then unanimously approved a 

motion by Mr. Wood, seconded by Mr. Hotchkis, to accept as amended 

and renumbered the draft minutes of Meeting Number 106, held on 

May 8, 1989. 

2. Special Presentation  

Dr. McGill, Chairman and Research Director of the Pension Research 

Council of the Wharton School, University of Pennsylvania, briefly 

described for the Committee the formulation of the Employee 

Retirement Income Security Act (ERISA) and the early work of the 

Advisory Committee, of which he was the first Chairman. He noted 

that it was a "very challenging" situation, with Title IV's 

retroactive effective date requiring immediate staffing of the PBGC, 

quick training in pensions, and original decision-making. He 

described the issues facing the PBGC and its first Advisory 

Committee and the process through which these issues were decided. 

Dr. McGill stated his approval of the current premium structure, 

noting that it should remove the deficit over time. He also 

responded to questions from the members concerning such issues as 

the impact of Title IV and privatization, noting that some 

privatization may be possible. 

3. Executive Director's Report  

Mr. Lockhart introduced himself to the Committee, describing his 

background and goals for the agency. He agreed with Dr. McGill's 

comments concerning the high quality of the PBGC's staff. 

Mr. Lockhart reviewed his four goals of reducing the PBGC's deficit 

through effective internal management, maintaining the current 

premium levels for the foreseeable future, encouraging the growth of 



defined benefit plans, and better defining the PBGC's insurance 

coverage. He also described his internal objectives for the 

agency's departments: retain, recruit, and develop high quality 

personnel; provide quality service to participants, which he noted 

the agency has always done; reduce backlogs through reallocating 

resources and increasing productivity; support systems 

implementation and centralization to better service the operating 

divisions and ensure data integrity; strengthen internal controls; 

have the FY 1990 annual report audited; improve internal and 

external management reporting; develop an annual five-year planning 

process; continue the strong relationship with the Departments of 

Labor and the Treasury; expand internal financial analysis and 

pension information capabilities; continue to develop and 

efficiently utilize the capabilities of the PBGC's legal group; and 

develop investment approaches for reducing the deficit. Mr. 

Lockhart noted that these objectives are still subject to discussion 

and that he expects some changes. The Committee stated its approval 

for his approach. 

Mr. Lockhart then briefed the Committee on recent developments in 

the Eastern Airlines bankruptcy. He and Ms. Flowe briefed the 

Committee on developments in the LTV case, including the recent 

decision by the Second Circuit Court of Appeals and the various 

options now open to the PBGC. Ms. Flowe also reported on the 

Wheeling-Pittsburgh litigation and reviewed other cases in the 

litigation report to the Committee. 

4. Corporate Ombudsman Program 

Ms. Spring briefed the Committee on the trial Corporate Ombudsman 

position. She explained that the program is exploratory, to 

evaluate the concept and function of a corporate ombudsman. 

Ms. Spring described how she has been developing the position and 

her preliminary views of the potential usefulness and limitations of 

a permanently established ombudsman. 



5. Operations Report  

Mr. DeHarde briefed the Committee on the PBGC's plan termination 

operations, describing an ongoing major project to review and 

improve the operations and procedures of the Insurance Operations 

Department and participant services. He also reviewed the steps 

necessary to determine and compute participant benefits, pointing 

out that the PBGC frequently is subject to requirements similar to 

those faced by the private sector as well as difficulties in 

obtaining essential information from the private sector. 

6. Investment Subcommittee Report  

Mr. Hotchkis reported on the most recent meeting of the Investment 

Subcommittee, generally describing the PBGC assets under management 

and the performance of the PBGC's investment managers. He stated 

that the Investment Subcommittee had discussed an international 

equity investment program recommended by Wilshire Associates and 

recommended Wilshire's report to the full Committee. The Committee 

decided to defer a decision on the report until the new Executive 

Director had time to review the Corporation's needs and overall 

investment program. Mr. Hotchkis also noted the recent trend toward 

retirement fund investment in international investments, citing 

Wilshire's data showing strong growth in the number of public and 

corporate funds investing in international equities since 1985. 

7. Regulations Subcommittee Report  

Mr. Mintz reported on the Regulations Subcommittee's most recent 

meeting and on the current status of regulations under development. 

He explained that the final Payment of Premiums regulation had been 

issued, noting that the form and package of instructions were very 

readable and clear. He also described developments affecting three 

multiemployer program regulations: publication in the Federal  

Register on July 11 of the regulation prescribing powers and duties 

of plan sponsors of plans terminated by mass withdrawal; and the 

Executive Director's recent approval to circulate draft final 

regulations establishing rules for Adjustment Of Liability For A 

Withdrawal Subsequent To A Partial Withdrawal and for Reduction Or 



Joel Greenblatt 

Waiver Of Partial Withdrawal Liability to the Committee and Board of 

Directors for their review and approval. 

8. Future Meeting 

The Committee agreed to postpone setting a date for its next 

meeting, pending action to fill current membership vacancies. 

The Committee adjourned its meeting at 4:35 p.m. 

Respectfully submitted, 

Approved by the Advisory Committee on September 26 ►  1989. 
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