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ROLLCALL 

Approved Minutes 
Special Meeting of the 

AC TRANSIT RETIREMENT BOARD 
November 7, 2014 

Chair Jeffrey Lewis called the meeting to order at 9:12AM 

Staff Report 15-03 7 

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

Absent at Roll Call: None 
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) H.E. Christian Peeples, District Board Liaison; Carolyn Smith, and 
Kevin Novak, NEPC. 

CONSENT CALENDAR 

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

Ayes: 
Noes: 
Abstain: 
Absent: 

APPROVED 

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

A. Approval of Minutes for October 13, 2014 

APPROVED 

B. Approval ofFinancials for September 2014 

APPROVED 

C. Approval of Invoices in the Amount of$146,742.11 

APPROVED 
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D. Approval of Retirements for November/December 2014 

I. Mamie Barnes 
2. Richard Fiol 
3. Margaret Price-Burns 
4. Debbie Dowdell 

APPROVED 

REGULAR CALENDAR 

#33117 (November) 
#30243 (December) 
#338 (December) 
#40734 (December)-- Term Vested 

Hugo mentioned that Measure BB, which included substantial funding for AC Transit, 
had passed on November 4. 

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

I. L.B. Baltrip #32713 (December) contingent upon 
Completion of the Benefit Option Form in November. 

2. Lewis Clinton #42235 (November) 
3. Paula Howard-Baltrip #32295 (December) contingent upon 

Completion of the Benefit Option Form in November 
4. Dianne Butler-Brox #31003 (December)- Term Vested contingent upon 

Completion of the Benefit Option Form in November 

MOTION: RIEMER/WILLIAMS to approve the retirements listed above effective 
November and December 2014 with the conditions as stated. (5-0-0-0) 

The Board congratulated retiree Margaret Price-Bums for 34 years of service; and retiree 
Richard Fiol for 31 years of service. 

(Carolyn Smith ofNEPC joined the discussion of Agenda items F through K, N and 0.) 

F. Draft of the Investment Policy Statement 

Carolyn referred to the draft Investment Policy Statement, included in the Board 
Package. She added that all changes had been "redlined" in the document, and some 
were changes approved in the past, but included in the document for the first time. 
For example, the target asset mix included International small cap, Real Estate and 
Private Debt, all added in the last three years. Hugo told the Board that there would 
be some date changes in the document, and there would be future changes as policies 
are updated. 

Member Riemer questioned the target of a "neutral bias" with respect to style 
allocation (growth vs. value), because he sees value at a premium. Chair Lewis asked 
that this issue be placed on the agenda for a future meeting, and suggested that 
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Member Riemer and Carolyn provide material for that discussion. The Board made 
suggestions regarding formats and wording and discussed the benchmarks as well as 
the need to ensure that the reports are received as required. The Board agreed to 
accept the changes "redlined" in the document and to indicate only additional changes 
in the document to be discussed in December. 

(Kevin Novak joined the discussion of Agenda Items G through K.) 

G. Quarterly Investment Performance Report 

Kevin described the increasing volatility of markets during the third quarter -
declines in July and September, and improvement in August, and then in October. 
Central Banks took divergent paths- the Fed wound down purchases of bonds, while 
the European Central Bank began a program of stimulus. The dollar strengthened, 
contributing to losses by some managers, oil prices fell to $80 a barrel and 
commodities put in the worst performance. Emerging Market equities were a 
negative influence, with weakness in Russia and South Korea, and strength in India 
and Thailand. Parametric/Eaton Vance, were underweight in larger countries, and 
outperformed in the third quarter. 

The Plan ended the quarter with assets of $561 million, down $10 million from a 
quarter earlier. Turning to the Manager update, Kevin noted that Eaton 
Vance/Parametric announced that CIO David Stein will retire from the firm next 
November. However, NEPC advises no action because of the long lead time and 
transparency of the move. At PIMCO (discussed at the October Board meeting) Bill 
Gross' departure resulted in a recommendation of Client Review. AC Transit invests 
in two funds that were not managed by Bill Gross, so NEPC recommends remaining 
in those funds. Overall there have been outflows from PIMCO. Hugo said that he 
would like more detailed information on the outflow. Kevin told the Board that the 
outflows were relatively small for a firm with assets of$2 trillion, and PIMCO's costs 
are relatively low compared to their income. The Board discussed the possible 
impact of an increase in outflows. Kevin recommended monitoring the flows, and 
told the Board that NEPC had asked for end-of-October figures. Hugo concluded that 
he is comfortable with the investments at this time, but if the outflows continue it 
might be best to considering moving the money elsewhere. The Board consensus was 
to maintain the investments in the two PIMCO funds, and asked Carolyn and Hugo to 
monitor the situation. 

Kevin returned to the performance of the Fund, which declined 1.6% in the third 
quarter and gained 3.2% in the first nine months, underperforming the median for 
public funds. The fund was overweight in international equities and small cap 
equities, but other funds lost ground from investments in commodities. The 
Allocation Index (applying index returns to the actual allocation) outperformed year 
to date, one, five and ten years, and active management added value only in the last 
three years. During the third quarter active management added .I% to the fund's 
performance. 
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Chair Lewis called a recess at I 0:39 AM. 

The meeting reconvened at 10:50 AM. 

H. Asset Allocation Mix Alternatives 

Carolyn recalled that at the October meeting the Board asked how the funds invested 
with Global Asset Allocation (GAA) managers might be re-allocated if that asset 
class were eliminated. She said that these assets could be pro-rated to current asset 
classes, or the Board could look at other alternatives. 

Carolyn referred to the table of the current, and alternative asset mixes in the 
Alternative Asset Allocation booklet, included in the Board Package. She noted that 
the expected returns were from early 2014, as NEPC's 2015 expected returns are 
currently under review. Mix B moves half of the GAA assets to Real Estate, Mix C 
moves all of the GAA assets to real assets, which could include Real Estate. Carolyn 
added that these assets do well in an inflationary environment. They could be liquid 
real assets, traded on exchanges (TIPS, REITS, index funds holding natural 
resources), or Private Real Assets such as investments in mining, energy or timber, 
which might require time to sell. Mix E includes private equity, investment in 
companies that have not gone public. Carolyn noted that CALPERS has a large 
private equity program. 

The Board discussed their observations of the GAA asset class, its performance and 
future potential. Carolyn recommended against pro-rating the funds within the 
current asset mix. Chair Lewis favored including Real Estate in the mix. Hugo 
suggested that Carolyn provide the Board material on alternative asset classes, for a 
discussion at a future meeting. He stressed the need to begin by understanding any 
new asset classes. 

Chair Lewis called a recess at 11 :44 AM. 

The meeting reconvened at II :52 AM. 

I. Emerging Market Debt/Stone Harbor Overview 
J. Emerging Market Debt Manager Review 

Carolyn pointed out that although Emerging Markets Debt manager Stone Harbor has 
not performed well, she believed that AC Transit has benefitted from Emerging 
Markets investments and should continue to hold this asset class. She told the Board 
that Stone Harbor invested in bonds issued by governments in local currencies, but 
the Emerging Market Debt - Blended Manager Review under discussion, and 
included in the Board Package, would focus on sovereign and private debt 
denominated in hard currencies, as well. 
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The manager review profiled four firms that specialize in Emerging Market Debt: 
Ashmore, BlueBay. Investec, and Stone Harbor. Carolyn reviewed the tables of 
assets under management, fees, investments in these products, and the breakdown of 
investments in Corporates, Local Currency Sovereign and Hard Currency Sovereign. 
She pointed out that all performance figures in the manager review are net of fees. 

The Board discussed the advantages of investment in blended managers in order to 
diversity the currency risk. In response to a question Carolyn explained that the 
Board had hired Stone Harbor to increase diversification and expected returns. 

The Board agreed to schedule presentations by Ashmore, BlueBay and Investec at the 
December meeting. Kevin said that NEPC will be sure that the returns are net of fees, 
and the presentations include information on the firms' diversity, and their Placement 
Agent policies. 

K. Asset Allocation, Performance and Rebalancing 

Member Riemer asked if the assets are rebalanced in order to get back to the 
investment policy allocation. Hugo replied that it depends how far the actual 
allocation is from the limits. He added that he asks the Board before rebalancing. 

L. International Small Cap Equity Manager (DFA) Update 

Hugo told the Board that the question of how our bank would hold these funds had 
been resolved, and they will not be held in an omnibus structure. He planned to begin 
to move the funds in mid-November. 

M. Park Square Update 

Hugo said that he planned to sign and remit the Park Square contract during the next 
week. 

N. NEPC Work Plan 
0. Calendar for 2014-2015 

The Board rescheduled the December 2014 meeting for Monday, December 15. The 
tentative schedule for 2015 Retirement Board meetings was included in the Board 
Package. 

The NEPC work plan will include Emerging Market Debt manager review in 
December, and schedule some asset class education in 2015. 

P. Draft Quarterly Report to the District Board 

The Board discussed the draft quarterly report, included in the Board Package, and 
approved the report. 

5 



60

AC Transit Retirement Board 
November 7, 2014 

Q. District Recruitment for Non-ATU Retirement Board Members 

Hugo referred to the memorandum from District Secretary Linda Nemeroff to the 
District Board of Directors, included in the Board Package. The memorandum 
described the recruitment process and schedule for the terms to commence April I, 
2015. Those interested in pubic positions or non-ATU positions must apply. 

R. Retirement Board Determination on Plan Amendment 14-A-17 

Hugo referred to the draft Amendment 14-A-17, which deletes Plan Amendment 13-
A-116 (implementing PEPRA). The amendment was brought to the Retirement 
Board for review under Board Policy 170. 

MOTION: WILLIAMS/RIEMER to inform the District that the language of 
Amendment 14-A-17 is acceptable to the Retirement Board. (5-0-0-0) 

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

Hugo told the Board that he and Counsel Richeda had met with A TU Counsel Shawn 
Graff. The Board agreed to place it on the agenda for discussion at the December 
2014 meeting. 

T. Hearing Officer Update 

Hugo recalled that the District and the bargaining parties had submitted the names of 
five possible hearing officers, and there was one name in common. He will contact 
the District and the bargaining parties again. 

U. Disability Determination Process 

The Board agreed to take up this question in December. 

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

(a) WSJ Article on Mortality 
Hugo referred to a Wall Street Journal article on the impact of increasing life
spans on pension costs. 

(b) Stockton Court Ruling 
Counsel Richeda noted that a U.S. Bankruptcy judge approved Stockton's 
plan to repay its creditors without reducing the city's pension obligations. 

2. CALAPRS Board Meeting in Burbank (December 5, 2014) 

MOTION RIEMER/WILLIAMS to approve Hugo's trip to Burbank on December 5, 
2014 to attend the CALAPRS Board meeting. (5-0-0-0) 
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3. Upcoming Division Visits 
Representatives of Retirement, benefits and deferred compensation were 
scheduled to hold drop-in meetings during the week of November 17. 

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. 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)): 

1) 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 

There were no actions to report. 

STAFF COMMENTS 

None 

RETIREMENT BOARD COMMENTS 

None 

ATTORNEYS' REPORT 

None 
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ADJOURNMENT 

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

The meeting adjourned at 1:28 PM 
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