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ROLLCALL 

Approved Minutes 
Special Meeting of the 

AC TRANSIT RETIREMENT BOARD 
October 13, 2014 

Chair Jeffrey Lewis called the meeting to order at 9:15AM 

Staff Report 14-288 

Members Present: Sue Lee, Davis Riemer, Joyce Willis, and Vice Chair Yvonne 
Williams, -- 4 

Absent at Roll Call: Chair Jeffrey Lewis 
Members Absent: None 

Also Present: Hugo Wildmann, Retirement System Manager; Adelle Foley, Retirement 
System Administrator; Russell Richeda, Legal Counsel; (the following individuals were 
at part of the meeting) Carolyn Smith, and Kevin Novak, NEPC. 

CONSENT CALENDAR 

MOTION: WILLIS/RIEMER to adopt the Consent Calendar. (4-0-0-1) 

Ayes: 
Noes: 
Abstain: 
Absent: 

APPROVED 

Members Lee, Riemer, and Willis, and Vice Chair Williams, -- 4 
None 
None 
Chair, Jeffrey Lewis- 1 

A. Approval of Minutes for September 24, 2014 

APPROVED 

B. Approval ofFinancials for August 2014 

APPROVED 

C. Approval oflnvoices in the Amount of$57,246.96 

APPROVED 
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D. Approval of Retirements for November 2014 

1. Eddie Barrow 
2. Alexander Cervantes 
3. Timothy Dawkins 
4. Ramon No bela 
5. Joyce Evans 

APPROVED 

REGULAR CALENDAR 

#40731 
#31526 
#40180 
#899 
#1351- Term Vested 

E. Approval of Retirements/Conversions for October 2014 
with conditions, if any: 

I. Lawrence Brown #32291 --Term Vested 

MOTION: WILLIAMS!RlEMER to approve the retirement listed above effective 
October 2014. ( 4-0-0-1) 

The Board congratulated retiree Ramon Nobela for 34 years of service; and retiree 
Timothy Dawkins for 32 years of service. 

F. Rescission of Approval of Retirement of Ronald Williams 

Adelle reminded the Board that they had approved Mr. Ronald Williams' Service 
Retirement effective October 2014, at the October meeting. Mr. Williams withdrew 
his application after the Board Meeting. 

MOTION: RIEMER/WILLIS to rescind the approval of Ronald Williams' Service 
Retirement effective October I, 2014. (4-0-0-1) 

(Several Agenda Items were taken out of order to ensure that all members were present 
for substantive items.) 

0. Calendar for 2014 

Two Board Members reported that they would not be able to attend the meeting 
scheduled for December 3, 2014. December 2, 9 or 15 were identified as possible 
dates, but the decision was postponed until all Board Members were present. 

P. Update on Plan Amendment 13-A-16 and Tier 2 
Q. Update Plan Amendment 14-A-17 

Hugo told the Board that he had spoken with General Counsel Denise Standridge. 
She had heard back from representatives of AFSCME and ATU that they had no 
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objections to the wording of the amendment. He said Denise was hoping to hear 
back from IBEW soon. Once Denise has heard from IBEW she will forward the 
amendment to Hugo for the Retirement Board to review at the next meeting. 

R. Update on Calculation of Pension Benefit for Former Union Officer James Gardner 

Hugo reported that he had provided the information requested by ATU's attorney, 
and was waiting for a response. 

S. Hearing Officer Update 

Hugo will follow up with the District and the Bargaining parties, and report to the 
Board. 

T. 2014 Benefit Statements and Letter 

Hugo told the Board that staff expects to mail the Benefit Statements the next week, 
and to hold drop-in meetings at AC Transit sites in November. 

V. Retirement System Manager Report 
I. Public Pension Issues in the News 

Counsel Richeda discussed the preliminary ruling from the judge hearing the 
Stockton bankruptcy case. He explained that each state must choose to allow 
such filings under Federal Bankruptcy Code, and said that California does allow 
local entities to file, but about 19 states do not. He explained the process in 
California. He told the Board that the Stockton case regarding reduction of 
benefits could alter the possibility of changing the Retirement "contract" after 50 
years of opinions by California courts upholding vested rights. He added that 
there could also be an amendment to the California Constitution eliminating state 
protection, and concluded that the current state is one of legal ferment. Russ 
suggested that the Board await the final decision due at the end of the month and 
for the moment not put much weight on the tentative decision of the judge. 

Counsel Richeda reported that the California legislature changed the date 
governing application of PEPRA to Transit Agencies to the earlier of (1) a court 
ruling that the Department of Labor's position that the adoption of PEPRA was 
not done in compliance with collective bargaining requirements, or (2) January I, 
2016. The original deadline was January I, 2015. 

2. Presentation at CALAPRS Intermediate Training in Burbank (Oct. 9) 

(Chair Lewis joined the meeting at this point.) 

MOTION: RIEMER/WILLIAMS to approve Hugo's trip to Burbank on October 9, 
2014 to make a presentation at CALAPRS' Intermediate Training. (5-0-0-0) 
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0. Calendar for 2014 (continued) 

The December Board meeting was rescheduled to December 2, 2014. 

G. Joint Meeting Recap 

Hugo said that he believed the Joint Meeting went well. He also told the Board that 
Director Peeples said that it gave the District Board an opportunity to get information 
and ask questions. 

Hugo recalled that District Board President Harper had expressed an interest in a 
written statement summarizing how the Retirement Plan was doing. Hugo reported 
that Board Actuary Bob McCrory said that other Plans do not provide such 
statements. 

Member Riemer noted that the material presented at the Joint Meeting was very 
complex and detailed. He wondered if it could be presented in a simpler manner. 
Member Lee suggested including a management recap. Hugo pointed out that the 
Agenda for the Joint Meeting is set more by the District Board than the Retirement 
Board, and the agenda items remain the same because they address important ongoing 
issues, such as the funding level and future projections. Chair Lewis stressed that the 
material has been discussed with the District Board before, and the Retirement Board 
reports to the District Board in writing, quarterly. Hugo noted that the Quarterly 
Reports are on the District Board Agenda, and he is there to answer questions, or 
provide additional information. Chair Lewis suggested that the Board keep the 
question of clear presentation in mind when reviewing future Quarterly Reports and 
Joint Meeting presentations. 

(Carolyn Smith and Kevin Novak of NEPC joined the Board for Agenda Items, H, 
through N.) 

H. Asset Allocation, Performance and Rebalancing 

Carolyn distributed the Total Fund Detail ("Flash") report. The fund lost 2.1% in 
September, and was up 3.2% for the first nine months of 2014. She added that the 
markets have been very volatile in October. Large cap domestic equity 
underperformed, small cap lost ground as did international, equity managers. 
Emerging Market debt managers continued to underperform, particularly Stone 
Harbor. Carolyn recommended reviewing this manager. 

The Board discussed concerns with specific asset classes, and reasons for these 
results, as well as the Plan's overall performance. Hugo pointed out that active 
managers can be expected to underperform in at least one of every three years. He 
also observed that comparison with the allocation index highlights the impact of 
active management. This year active management - equity and Global Asset 
Allocation - fell short of index funds. 
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Member Lee referred to a comment that she had made at the last meeting about the 
philosophy of Vanguard mutual funds. She stressed that she was referring to their 
principles -low cost, integrity, stewardship. She wanted to be sure that her point was 
clearly understood and given due consideration. Chair Lewis said that he understood 
her point. 

Carolyn told the Board that if they want to move to index funds she would be 
comfortable with some asset classes and less so with others. Hugo pointed out that 
about one third of the Plan's assets and one half of large cap growth assets are in 
index funds. Board Members asked that the question of indexing be placed on the 
agenda for 2015. 

I. International Small Cap Equity Manager (DF A) Update 

Hugo told the Board that he would like to return with a recommendation regarding 
how these funds are held by our bank. He is still doing research on this topic but his 
initial view is he did not like the omnibus structure. 

J. Park Square Update 

Hugo told the Board that he and Counsel Richeda were completing their review and 
he expected to sign the contract soon. 

Chair Lewis called a recess at I 0:30AM 

The meeting reconvened at 10:42 AM 

K. Evaluation ofPIMCO Investments following Departure of Bill Gross 

Carolyn referred to the memorandum by her and Kevin entitled "Recommendations 
Regarding PIMCO Products," included in the Board Package. She told the Board that 
PIMCO founder, Bill Gross, had resigned unexpectedly. The Plan has two PIMCO 
investments, $27.5 million in Credit Fixed Income Diversified Fund, and $16.4 
million in the Global Asset Allocation All Asset Fund. She reported that some public 
funds have already terminated their investments in PIMCO funds, some funds are still 
in the decision making process and some have decided to stay at the moment.. 

NEPC issued a "Client Review" recommendation for all PIMCO strategies and 
specifically recommended that AC Transit stay invested in both PIMCO funds. Bill 
Gross was the "face" of the firm, but there is a lot of talent. However, it is important 
to watch developments closely, particularly changes in assets. Carolyn believes that 
there will be more information about mutual funds flows in early November, and 
information on others after the end of the quarter. Carolyn said that she could look at 
alternative managers. She also pointed out that NEPC's recommendation could 
change. The Board asked Carolyn to ask PIMCO about lowering its fees. 
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MOTION: RIEMER/WILLIAMS accept NEPC's recommendation to remain invested 
in PIMCO's Credit Fixed Income Diversified Fund, and to monitor it closely. (5-0-0-0) 

Carolyn said that Kevin will include PIMCO in his discussion of GTAA funds. 

L. Evaluation of Global Tactical Asset Allocation Program/ Managers 

Kevin referred to NEPC's Global Tactical Asset Allocation (GTAA) review, included 
in the Board Package. He recalled that the GT AA managers had met with the Board 
in January. He stressed that the market has favored equities in recent years. GTAA 
managers are not bound by specific benchmarks. These investments are intended to 
reduce risk by investing in a broad range of assets. Kevin pointed out that equities had 
performed very well, and had been driving the market for the last three years. 
The Board discussed the 2011 decision to allocate funds to GT AA managers, and the 
expectation that these funds would take advantage of the ability to move funds 
between markets to increase returns. Board Members noted that they had accepted 
some NEPC recommendations, such as investment in GT AA, and rejected other 
proposed asset classes, such as Hedge Funds. 

Kevin pointed out that GTAA funds may outperform during a downturn as they did in 
2008, based on their ability to reallocate. He cited inflation-sensitive assets, such as 
commodities and alpha-only alternative investments as some asset classes in the 
GT AA portfolio. Hugo stressed that performance in 2008 is no assurance that it 
would happen in another downturn. 

Member Riemer noted that the Board is a long-term investor with a short-term 
interest in avoiding consumption of principal. He added that there is no statistical 
research demonstrating that forecasting, timing and security selection succeed. 

Carolyn cited other diversified assets that the Board might consider to replace GTAA. 
These could be real estate, TIPS, commodities or private equity. The Board could also 
choose to replace one or more managers. Hugo added the possibility of reducing the 
GTAA allocation. He pointed out that investing with a GTAA manager does take 
away some of the Board's control over the asset allocation. 

Chair Lewis called a break at 12:07 

The meeting reconvened at 12: 15 PM 

MOTION: RIEMER/WILLIAMS to accept NEPC's recommendation to remain 
invested in PIMCO's Global Asset Allocation All Asset Fund and to monitor it closely. 
NEPC has placed the fund on "client review". (5-0-0-0) 

M. Draft of the Investment Policy Statement 
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The Board will review the revised Policy Statement at the November meeting. 

N. NEPC Work Plan 

Carolyn told the Board that Updating the Investment Policy, Asset Allocation and 
Stone Harbor would be on the Work Plan for November. 

U. Disability Determination Process 

Hugo recalled that the Board had raised this question early in 2014. Retirement 
Staffs practice has been to ask District Leave Management if they have a medical 
report on an employee applying for Disability Retirement. The Medical Report, and a 
statement from Leave Management stating if they consider the employee precluded 
from performing their job, has been included in the documentation brought to the 
Board. After a lengthy discussion the Board decided to take up this issue at the next 
meeting. 

W. (CLOSED SESSION) 
I) Matters Relating to Personnel: Disability Applicants' and Disability Retirees' Medical 

Records (Government Code Section 54957; 65 Ops. Cal. Atty. Gen. 412 (1982) 
a. Aubrey Johnson - Total and Permanent Disability 
b. Arsenia Legaspi- Total and Permanent Disability 
c. Ray Dunhams- Total and Permanent Disability 
d. Terence Chrisman- Total and Permanent Disability 
e. Darry Jones- Total and Permanent Disability 
f. Gary Bennett- Occupational Disability 
g. Kelryn Johnson - Occupational Disability 
h. Vaughn Roberts- Total and Permanent Disability 
1. Robin Cobb -- Occupational Disability 

2) Matters Relating to Pending or Threatened Litigation 
a. Conference with Legal Counsel- (Government Code Section 54956.9(a)): 

I) Ansar Muhammad - Appeal of Denial of Occupational Disability 
Application 

2) Gwendolyn Randle - Appeal of Denial of Total and Permanent Disability 
Application 

3) Iris Oliver- Survivorship Benefits 

X. (RESUME OPEN SESSION) 

I) Report and/or Action on Closed Session Items 

Counsel Richeda reported: 

a. AA)2)1) Ansar Muhammad -Appeal of Denial of Occupation Disability 
Application 

The Board reviewed additional evidence and maintained its denial of Mr. 
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Muhammad's Occupational Disability Application 

STAFF COMMENTS 

None 

RETIREMENT BOARD COMMENTS 

None 

ATTORNEYS' REPORT 

None 

ADJOURNMENT 

MOTION: RIEMER/LEE to adjourn (5-0-0-0) 

The meeting adjourned at 2:03 PM 
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