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ROLLCALL 

Approved Minutes 
Special Meeting of the 

AC TRANSIT RETIREMENT BOARD 
December 15, 2014 

Chair Jeffrey Lewis called the meeting to order at 9:04 AM 

StaffReport 15-015 

Members Present: Sue Lee, Davis Riemer, Vice Chair Yvonne Williams, and Chair 
Jeffrey Lewis 

Absent at Roll Call: Joyce Willis 
Members Absent: None 

Also Present: Hugo Wi1dmann, Retirement System Manager; Adelle Foley, Retirement 
System Administrator; Russell Richeda, Legal Counsel; (the following individuals were 
at part of the meeting); David Armijo, ACT General Manager; Denise Standridge, ACT 
General Counsel; Shawn Groff, ATU Counsel; Carolyn Smith, and Kevin Novak, NEPC; 
David Dowsett, BlueBay, and Tom Heflin, RBC Global Asset Management; Mark 
Weiller, Ashmore, and Alexis de Mones (by phone) Ashmore; Jack Coan and Grant 
Webster (by phone), Investec. 

CONSENT CALENDAR 

Chair Lewis pointed out a typo in the November 7, 2014 minutes. 

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

Ayes: 
Noes: 
Abstain: 
Absent: 

APPROVED 

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

A. Approval of Minutes for November 7, 2014 

With correction of the typo noted above. 

Approved 

B. Approval of the Minutes for the September 24, 2014 Joint Meeting 

APPROVED 



18

AC Transit Retirement Board 
December 15,2014 

C. Approval ofFinancials for October 2014 

APPROVED 

D. Approval oflnvoices in the Amount of $250,574.34 

APPROVED 

E. Approval of Retirements for January 2015 

I. Mary J. Jones 
2. Darlene Nusom 
3. Sharon Sexton 
4. Louis Dill 

APPROVED 

REGULAR CALENDAR 

#30713 
#72114 
#70931 
#32415 Term Vested 

Hugo told the Board that the time required for presentations by three money managers 
could result in postponing discussion of some agenda items until a future meeting. Other 
time-sensitive items were taken out of order. 

F. Approval of Retirements for November/December 2014 
with conditions, if any: 

I. Jean Budd #30994 (December) Contingent upon 
completion of the Benefit Option Form in December. Hold back an amount per 
month until Mr. Budd's wife signs the Benefit Option Form. 

2. Antonio Corpuz #41179 (December) 
3. George Lomax #1984 (January) Contingent upon 

completion ofthe Benefit Option Form in December. 
4. Edward Nash #30554 (January) Contingent upon completion of the 

Benefit Option Form in December. Amount is interim pending resolution of 
pension amount for former ATU Officer James Gardner. 

5. Cody Wallace #40439 (January) Hold back estimated amount pending 
completion of Domestic Relations Order with former spouse. 

6. Deborah Wendt #41804 (December) 

MOTION: RIEMER/WILLIAMS to approve the retirements listed above effective in 
December 2014 and January 2015 with the conditions as stated. (4-0-0-1) 

The Board congratulated retirees Darlene Nusom and Sharon Sexton for 37 years of 
service; retiree George Lomax for 32 years of service; retiree Gary Bennett for 29 years 
of service; retirees Edward Nash and Cody Wallace for 28 years of service; and retiree 
Mary J. Jones for 25 years of service. 
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(Carolyn Smith ofNEPC joined the discussion of Agenda items G through 0.) 

G. Draft of the Investment Policy Statement 

Carolyn told the Board the document "redlined" (marked) the changes resulting from 
the November Board discussion. Some changes were for clarification and to make the 
document internally consistent. 

MOTION: RIEMER/WILLIAMS to approve the revised Investment Policy Statement. 
( 4-0-0- I). 

H. Asset Allocation and Investment Manager Update 
I. International Small Cap Value Equity Manager (DFA) Update 
J. Park Square Update 

Hugo reported the following funding activity: 
• the Plan would be funding DFA at the end of the week. 
• the contract had been signed with Park Square, and $3.8 million would be 

paid into this investment by the end of the week. 
• the Fund would be moving $3.4 million in response to a call from Crescent 

and $140 thousand in response to a call from Westport. 

K. Emerging Market Debt Manager Review (Stone Harbor) 

Carolyn pointed out that Stone Harbor has performed consistently below its 
benchmark. She added that the emerging market universe is very large and diverse. 
Some are investments in local currency, others in hard currencies. Most managers do 
not hedge foreign exchange movements because there are many currencies and it 
would be very expensive. Investments may be in sovereign assets (government 
bonds) or even corporate debt. She concluded that NEPC was looking for managers 
with a blend of assets. 

(Member Willis joined the meeting at this point.) 

(Kevin Novak ofNEPC joined the discussion of Agenda Items L through N.) 

L. Emerging Market Debt Manager Presentations 

Kevin referred to the NEPC Emerging Markets Debt - Blended Summary, included 
in the Board Package. He provided the main characteristics of each of the three 
managers, their pros and cons. Ashmore has proposed a Mutual Fund, while the other 
two proposed Comingled Funds. Ashmore uses their close ties to public and 
corporate officials to gather information on emerging bond markets, providing them 
an information advantage. They are one of the largest managers in the asset class, 
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with investment professionals located in emerging markets. However, they have a 
relatively high tracking error and relatively high fees. 

BlueBay focuses on absolute risk rather than the benchmark relative risk. They 
integrate hard and local-currency investment opportunities and the direction of Co
CIO's. They have a relatively high tracking error, and have a relatively low exposure 
to corporate debt. 

The Investec team's expertise in managing local bonds in Africa and knowledge of 
those markets are key to their value. They combine bottom-up country and security 
selection and quantitative relative value analysis. They have a relatively low tracking 
error, and have underperformed recently due to an overweight to local currency 
markets when the dollar has been strong. 

Each firm spent about one hour with the Board, presenting material on their strategy, 
team, investment process and performance, and answering questions. 

(David Dowsett from BlueBay and Tom Heflin, ofRBCjoined the meeting). 

1. BlueBay 

David told the Board that RBC acquired BlueBay in 2010, but BlueBay still 
operates independently. It began as a Hedge Fund and now managers over $65 
billion in assets. The large, experienced team of specialists in local and hard 
currency sovereign and corporate debt are drawn from, and understand, Emerging 
Markets. They analyze interest rate, currency and credit factors of sovereign 
bonds, and the companies and their management, as well as the macro outlook 
and industry and country factors of Emerging Market corporate bonds. David 
cited liquidity risk as especially important in today's market and noted that 
BlueBay had never owned any sovereign debt that went into default. They are not 
a frontier manager. 

In response to Board questions David said that they seek good returns over the 
cycle, not in the short run. He added that they are underweight to Russia, but 
have not exited entirely. They invest no more than 20% in any country and they 
were surprised by the foreign exchange market weakness and less-than expected 
growth in Emerging Markets in the last few years. 

(The BlueBay team left that meeting at this point.) 

Carolyn told the Board that BlueBay is not shorting bonds. 

Chair Lewis called a recess at I 0:30AM 

The meeting reconvened at 10:44 AM 
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(Mark Weiller and Alexis de Mones (phone)joined the meeting. 

2. Ashmore 

Mark told the Board that Ashmore manages $70 billion in assets and specializes 
in Emerging Markets and Fixed-Income investments, with 10 offices world-wide. 
They offer a variety of vehicles, including a $20.7 billion blended debt fund. 
Their investor base includes public and private pension funds and investors from 
around the world. Alexie explained that Ashmore seeks to capture the upside of 
local cycles. They seek returns without adding to volatility. They are value
oriented, investing based on the risk of credit default as well as the price. They 
focus on liquidity and are comfortable diverging from the benchmark. Their 
performance target is an alpha of 250 basis points. Responding to a question 
regarding relatively high fees, Mark attributed that to the Mutual Fund Vehicle. 
He noted that Ashmore's offshore fund has lower fees. Their turnover is high due 
to local tactical trades. Alexis added that they had increased their hard currency 
holdings. 

(The Ashmore team left the meeting at this point.) 

Chair Lewis called a recess at 11:42 AM 

The meeting reconvened at II :52 AM 

(Jack Coan and Grant Webster (phone) oflnvestec joined the meeting). 

Jack told the Board that Investec's roots were in Emerging Markets investments, 
since it was founded in Cape Town in 1991, and expanded into global markets. 
Employees own 15% of the business; and portfolio managers have research 
responsibilities. Top people have long tenure, but are relatively young (in their 
50's). The Emerging Markets blended fund has $2.3 billion. Grant described the 
specialties of the team. He described the team's process -top down, including 
overall risk and market timing, and bottom-up based on valuation and 
fundamentals. The result is broad asset class exposure. Investec is distinguished 
by treating foreign exchange as a separate category, apart from local bonds, 
dollar-denominated bonds and corporate debt. He described the score card 
developed by asset class for each country, based on risk units, the quantitative 
analysis and concern with liquidity. Turnover of all kinds is 90 to I 00%. In 
closing, Grant noted that CalPERS was their newest client. 

(The Investec presenters left the meeting at this point.) 

M. Analysis of Presentations by Emerging Market Debt Managers 
N. Next Steps in Emerging Market Debt Manager Review/Presentations 
0. NEPC Work Plan 
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The Board discussed the three presentations. Hugo noted the similarity of the 
managers'·retums, and discussed the differences between the 40 ACT (Mutual Fund) 
and the Comingled fund. The Board asked NEPC to provide a chart on all three 
managers and requested more information regarding the ethnicities of the work 
forces. The discussion on the Emerging Market debt managers will continue at the 
January Board meeting. 

(David Armijo, General Manager, Denise Standridge. General Counsel. AC Transit and 
Shawn Groff, ATU Locall92 Counsel joined the Board for Agenda Items T and U.) 

T. Update on Calculation of Pension Benefit for Former Union Officer James Gardner 
U. Authorization to Distribute Counsel's Draft Statement of Facts (Gardner) to Local 

192 and the District 

Counsel Richeda referred to his memorandum entitled "Update and Requests for 
Direction Concerning Claim by James Gardner", included in the Board Package. In it 
he asks the Board to authorize him to release a memorandum of facts in the Gardner 
case to A TU and to the District, as the first step toward resolution of this claim. 
Denise explained that she is new to her position, and her office has a great volume of 
paperwork that could apply to this issue. Therefore, it might take some time to review 
the paperwork. 

Chair Lewis noted that this issue has been pending for some time and a date should be 
set. He suggested putting it on the agenda for February. Shawn preferred to target 
the January meeting, and Vice Chair Williams wanted to move forward as soon as 
possible. Counsel Richeda said that his goal is to distribute a statement of facts by 
the end of December. Chair Lewis suggested dividing the issue in two parts - a 
decision regarding current and future A TU officers, and a decision regarding past 
officers. 

MOTION: RIEMER/LEE to release the statement of facts at the end of December; 
comments on the facts to be received by the January meeting, and resolved by the 
February meeting. Action on the current and future officers would occur in March; action 
on the past officers in April 

Chair Lewis called a recess at I :26 PM 

The meeting reconvened at I :31 PM 

(General Manager Armijo, General Counsel Standridge and ATU Counsel Shawn Groff 
left the meeting at this point) 

MOTION: RIEMER/LEE as amended by WILLIAMS 
Release the statement of facts at the end of December 
Agreement on the statement of facts at the January meeting 
Action on current and future ATU officers at the February meeting 
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Action on past A TU officers at the March meeting 
(5-0-0-0) 

P. Calendar for 2015 
Q. Final Quarterly Report to the District Board 
R. District Recruitment for Non-ATU Retirement Board Members 
S. Update on Plan Amendment 14-A-17 
V. Hearing Officer Update 
W. Disability Determination 
X. Retirement System Manager Report 

I. Public Pension Issues in the News 
2. Report on CALAPRS Board Meeting in Burbank (December 5) 
3. CALAPRS Schedule of Roundtables for 2015 
4. CALAPRS GAin Monterey (March 8-10, 2015) 
5. Report on November Division Visits 

These items were held over until a future meeting. 

Y. (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. Gary Bennett - Occupational Disability 
f. Kelryn Johnson- Occupational Disability 
g. Vaughn Roberts- Total and Permanent Disability 
h. Robin Cobb -- Occupational Disability 
1. Harold Peters- Occupational Disability 
J. Michael Jefferson- Total and Permanent Disability 
k. Michael Garay - 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 

Z. (RESUME OPEN SESSION) 

I) Report and/or Action on Closed Session Items 

Counsel Richeda reported: 
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a. Y)l)f) Gary Bennett - Occupational Disability Retirement 

The Board unanimously approved Mr. Bennett's application for an Occupational 
Disability Retirement effective October 2014. 

b. Y)l)d) Terrence Chrisman- Total and Permanent Disability Retirement 

The Board unanimously approved Mr. Chrisman for an Occupational Disability 
Retirement, effective July I, 2014, and held open the question of a Total and 
Permanent Retirement. 

c. Y)2)a)l) Ansar Muhammad - Appeal of Denial of Occupation Disability 
Application 

The Board considered and did not reject the recommendation of Hearing Officer 
Norman Brand that " ... the Board deny Mr. Muhammad's request for 
Occupational Disability." This recommendation becomes the decision of the 
Board. 

STAFF COMMENTS 

None 

RETIREMENT BOARD COMMENTS 

None 

ATTORNEYS' REPORT 

None 

ADJOURNMENT 

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

The meeting adjourned at I :49 PM 
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