
ROLLCALL 

Approved Minutes 
Meeting of the 

AC TRANSIT RETIREMENT BOARD 
July 10, 2014 

Chair Jeffrey Lewis called the meeting to order at 9:08 AM 

Staff Report 14-200 

Members Present: Sue Lee, Davis Riemer, Joyce Willis, Chair Jeffrey Lewis, and Vice 
Chair Yvonne Williams, -- 5 

Absent at Roll Call: None 
Members Absent: None 

Also Present: Hugo Wildmann, Retirement System Manager; Adelle Foley, Retirement 
System Administrator; (the following individuals were at part of the meeting) H.E. 
Christian Peeples, District Board Liaison; Denise Standridge, AC Transit Interim General 
Counsel; Carolyn Smith, and Kevin Novak, NEPC; Graham Schmidt Cheiron; Bob 
McCrory Cheiron (by phone). 

Hugo mentioned that Russ had informed him he would be unable to attend the meeting. 

None 

CONSENT CALENDAR 

MOTION: WILLIAMS/RIEMER to adopt the Consent Calendar. (5-0-0-0) 

Ayes: 

Noes: 
Abstain: 
Absent: 

APPROVED 

Members Lee, Riemer, and Willis, Vice Chair Williams, and Chair Lewis 
-- 5 
None 
None 
None 

A. Approval of Minutes for June 16,2014 

APPROVED 

B. Approval ofFinancials for May 2014 

APPROVED 



AC Transit Retirement Board 
July 10,2014 

Approval oflnvoices in the Amount of$100,085.73 

APPROVED 

C. Approval of Retirements for August 2014 

1. Isaac Garner #809 

APPROVED 

REGULAR CALENDAR 

D. Approval of Retirements/Conversions for July/August 2014 
with conditions, if any: 

1. David Lyons 

2. Willie Nevels 

3. Albert Williams 
4. Darry Jones 
5. Rickey Sullivan 

#1721 (August) Holding back estimated amount 
pending completion of Domestic Relations Order 
#31529 (August) Contingent upon completion of the 
Benefit Option Form in July. 
#41081 (July) 
#32378 (July)- Term Vested 
#40355 (July)- Conversion to Service Retirement 

MOTION: WILLIAMS/RIEMER to approve the five retirements listed above effective 
July/August 2014 with the conditions as stated. (5-0-0-0) 

The Board congratulated retirees Isaac Garner and David Lyons for 34 years of service. 

(Carolyn Smith and Kevin Novak ofNEPC joined the Board for Agenda Items F through 
H and K through Q) 

F. Private Debt Recap 
G. Additional Information on Park Square 

Carolyn referred to the memorandum, recapping the private debt question, written 
with Kevin, and included in the Board Package. The memorandum summarized the 
Board's progress, provided an update on the fund-raising process for Park Square and 
outlined the next steps. 

Earlier this year the Board had decided to invest half of the 5% private debt allocation 
in Crescent, which makes loans in the United States. The Board then investigated the 
possibility of investing in European funds and gave conditional approval to an 
investment in Park Square. The Board received additional information on the 
leverage facility, the legal structure and the total return swap. 
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Carolyn reported that Park Square had raised $330 million of their $650 million 
target, and had invested $302 million of the $1.3 billion target, which includes 
leverage. They do not anticipate any difficulty in raising the remainder of their target, 
and the final close must be no later than May 2015, 18 months after the first close. 
Wells Fargo had provided $145 million in short-term funds (the subscription facility). 

In response to questions raised at the June Board Meeting, Carolyn reported that the 
make-up of Park Square's Advisory Committee will not be determined until after the 
final close. Typically, the largest investors are on the committee. She added that 
Park Square's focus is in Europe, but they do invest in multi-nationals in North 
America. 

Carolyn turned to an example of funds raised and the return, assuming 100% senior 
loans. She explained that Park Square's fees are 1% for investments under $50 
million and 75 basis points for investments over $50 million, but NEPC negotiated 
the lower rate for all of their clients. Carolyn stressed that this asset brings a higher 
return. She recommended investing $14 million in Park Square, and reminded the 
Board that the allocation would be for a five-year period. 

H. Next Step(s) with Park Square 

Board Members discussed their preferences regarding Park Square and agreed to 
move forward with this investment. They agreed on the advantage of using Tom 
Hickey to review the material from a legal perspective. Hugo stressed the importance 
of getting the same terms as Orange County's Pension fund had received. He also 
praised Counsel Richeda for acknowledging the need for specialized assistance on 
these specialized issues. 

MOTION: WILLIS/WILLIAMS to authorize Tom Hickey to negotiate a side letter 
with Park Square, and incorporate the results in a memorandum to the Board. ( 5-0-0-0) 

Chair Lewis asked Carolyn to put together another example of the Park Square 
process, with the timing of the funding/returns and the incentive fee over a three-year 
period. 

Chair Lewis called a recess at 9:54AM 

The meeting reconvened at 10:03 AM 

(Several Agenda Items were taken out of order to accommodate outside presenters 
and allow non-Board members to join in the discussion of selected items.) 

L. International Small-Cap Review 

Hugo recalled that the Board had decided to consider funding a new international 
small-cap equity mandate and hiring one or two international small-cap managers. 
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Chair Lewis added that the Fund had held small cap in its domestic portfolio and is 
now considering carving a 3% allocation from the 15% invested with international 
managers, and placing it in small-cap investments. This investment would be 3% of 
the fund or about $15 million. Kevin told the Board that about 1% of the international 
portfolio was in small cap during the first quarter of 2014 

M. International Small-Cap Equity Manager Search 

Carolyn described NEPC's process of screening 146 potential small-cap international 
equity managers, quantitative scoring, qualitative scoring and "peer review". The 
screening narrowed the field, the NEPC eliminated those that were closed and 
selected four to consider based on consistency of performance. These were: Acadian, 
Copper Rock, Dimensional and Wellington. The NEPC material highlighted the 
differences among the managers, such as number of holdings, size of assets, research, 
trading staff and portfolio managers, their quantitative models, and the type of fund -
comingled or mutual. Carolyn explained the difference in regulation and investor 
rights of the two types of funds. 

In response to a question about placement agents, Carolyn agreed to report on this 
question, but noted that the real issue is if the Placement Agents influenced NEPC to 
place a manager on the short list. 

Hugo noted the periods of underperformance compared with the index, but agreed 
that periods of underperformance can be expected with any active manager. Carolyn 
recommended investing in one manager rather than splitting the roughly$15 million 
allocation between two managers. 

(Graham Schmidt of Cheironjoined the discussion of Agenda Item I.) 

I. 2014 Actuarial Valuation 

Graham referred to the new format of the Valuation Report, which was revised in line 
with Cheiron's reports after EFI's merger with Cheiron. However, he noted that the 
substance of the report was virtually identical to the "Cost Letter" that the Board 
reviewed in June. Graham noted that the ratio of active to retired plan members had 
fallen from 1.2 in 2008 to 0.8 in 2014. 

Graham pointed out the way other plans amortized their losses and the options 
regarding smoothing and the amortization period. He noted that AC Transit is 
reaching the end of negative amortization. 

The Board agreed to vote on approving the V aluationin August after they had more 
time to review it. Hugo asked that Board Members let him know if they had 
additional questions for Graham to address at the August meeting. Vice Chair 
Williams requested a copy of the new mortality tables included in the actuarial 
exposure draft. 
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J. Quarterly Report #2 to the District Board 

Hugo told the Board that the final version of this report is in the Board Package. 

Chair Lewis called a recess at II :22 AM 

The meeting reconvened at II :42 AM 

(Denise Standridge, AC Transit Interim General Counsel, joined the Board for Agenda 
Items T and U.) 

T. June 25th District Board Meeting- Plan Amendment 13-A-16 
U. Report on June 25th District Board Meeting- Tier 2 Pension Plan 

Hugo referred to his memorandum, dated July 9, 2014, reporting on the June 25th 
meeting of the District Board, and its decision to amend the Retirement Plan to reflect 
the repeal of Amendment 13-A-16. The Board Package included the memorandum 
from Denise to the District Board and the District Board's June 251

h resolution 
repealing the resolutions incorporating PEPRA in the Retirement Plan and 
establishing a Tier 2 plan for new unrepresented employees. He added that the 
District Board had started the Resolution 170 process to amend the Retirement Plan 
according! y. 

Denise told the Board that the next hearing on application of PEPRA to transportation 
employees will take place on August 22. She does not believe that the issue will be 
resolved by January I, 2015, the deadline in the original court ruling. She reported 
that the District Board is working on the Tier 2 Plan to cover unrepresented 
employees and those represented by IBEW, hired on or after January I, 2015. 

The Retirement Board thanked Denise for the clarity of her memorandum, and the 
information she had provided. 

N. Next Step(s) in International Small-Cap 

The Board reviewed the next steps in their consideration of an allocation to 
international small-cap. Board Members discussed the advantages of small-cap 
international equities, including performance and the diversification of the portfolio, 
and agreed to pursue this investment. Carolyn said that this is an area of the market 
more likely to profit from active management. 

Carolyn turned to the four potential managers. She pointed out that Copper Rock was 
the least attractive of the four because it had the most concentrated portfolio with the 
fewest number of stocks. The Board agreed to invite the other three firms- Acadian, 
Dimensional and Wellington - to make presentations at the August 14 Board 
meeting. 
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K. Asset Allocation and Rebalancing 
Carolyn distributed the "Flash Report," which showed performance of the Fund and 
investment managers through the first six months of 2014. The Policy Index (index 
returns weighted by asset targets) and the Allocation Index (index returns applied to 
the actual allocation) both outperformed the actual returns. This difference reflects 
the fact that the Fund's active equity managers failed to match their benchmarks. 
Emerging Market managers outperformed their benchmarks during the first half of 
the year. Fixed Income managers' results were also above their benchmarks because 
of Credit Fixed Income and Emerging Market Debt. Global Asset Allocation 
managers outperformed the overall Fund. 

Hugo pointed out that the results were good through June 30. He reminded the Board 
that in 2013 everything went right, but it appears that active managers will not 
outperform their benchmarks in 2014. He also noted the Fed's announcement that it 
plans to conclude its quantitative easing, through purchases of Treasury securities, in 
October. 

P. NEPC Work Plan 

Presentations by Small-Cap International managers will be scheduled for August, 
with the selection scheduled for September. Updating the investment policy 
statement will be scheduled for September. 

0. Update on Custody Bank Transition to Northern Trust 

Hugo reported that the Fund's assets have been transferred from State Street to 
Northern Trust. The transition is going well. 

Q. Calendar for 2014 

There were no changes to the schedule. 

R. Joint Meeting with the District Board 

Hugo is preparing material on Disability Retirement for the Joint Meeting. At the 
request of Chair Lewis, he agreed to provide the material to the Retirement Board at 
the August meeting. 

The Board reviewed the agenda for the Joint Meeting and asked for correction of a 
spelling error. 

S. 2013 Financials 
The updated version of the Financials was included in the Board Package. 
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MOTION: RIEMER/WILLIS to accept the Audit Report of the Financial Statements 
for December 31,2014 and 2013 as provided by Williams Adley (5-0-0-0) 

V. Update on Calculation of Pension Benefit for Former Union Officer James Gardner 
This issue is moving forward. 

W. Hearing Officers 

Hugo told the Board that the full panel should include five hearing officers, but we 
have only two. One of them has informed us he is in the process of retiring. 
Retirement Staff brought this question to the attention of the District and the Union 
several years ago, but there has been no progress. 
The Board directed Hugo and Counsel Richeda to send a letter to General Manager 
Armijo and to the Union explaining the situation and asking for names of potential 
Hearing Officers. 

X. 2014 Benefit Statements 

Hugo referred to the examples of the Benefit Statements in the Board Package and 
told the Board that staff is in process of preparing the statements for distribution. 
Board Members offered suggestions for clarification of the statements. 

Y. Disability Determination Process 

This item was held over until the August meeting. 

AARetirement System Manager Report 
I. CALAPRS Principles of Pension Management @ Stanford August 5-8, 2014 

MOTION: RIEMER/WILLIAMS to authorize Member Lee to attend the CALAPRS 
Principles of Pension Management training at Stanford on August 5-8,2014. (5-0-0-0) 

2. Report on Benefits Roundtable, June 13, 2014 
Adelle reported on the exchange of information, including potential doctors to use 
for evaluations. 

3. Report on Administrators Roundtable, June 20,2014 
Hugo reported that it was good to talk with other Plans facing the same issues as 
AC Transit, such as the funded ratio and implementing the new mortality tables 

BB (CLOSED SESSION) 
1) Matters Relating to Personnel: Disability Applicants' and Disability Retirees' 

Medical Records (Government Code Section 54957; 65 Ops. Cal. Atty. Gen. 
412 (1982) 
a. Desiree Lambert- Occupational Disability 
b. Gwendolyn Randle- Total and Permanent Disability 
c. Zakiya Mawusi - Occupational Disability 
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d. Aubrey Johnson- Total and Permanent Disability 
e. Arsenia Legaspi - Total and Permanent Disability 
f. Keith Wade- Total and Permanent Disability 
g. Ray Dunhams- Total and Permanent Disability 
h. Terence Chrisman- Total and Permanent Disability 

CC (RESUME OPEN SESSION) 

I) Report and/or Action on Closed Session Items 

Counsel Richeda reported: 

a. AA) I )a Desiree Lambert- Occupational Disability Retirement 

The Board unanimously approved Ms. Lambert's application for Occupation 
Disability Retirement effective March 2013 

b. AA) I )b Gwendolyn Randle- Total and Permanent Disability Retirement 

The Board unanimously denied Ms. Randle's application for Total and Permanent 
Disability Retirement. 

STAFF COMMENTS 

None 

RETIREMENT BOARD COMMENTS 

None 

ATTORNEYS' REPORT 

None 

ADJOURNMENT 

MOTION: RIEMER/WILLIAMS to adjourn. (5-0-0-0) 

The Board adjourned at I: 16 PM. 
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