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ROLLCALL 

Approved Minutes 
Special Meeting of the 

AC TRANSIT RETIREMENT BOARD 
January 21, 2015 

Chair Jeffrey Lewis called the meeting to order at 9:09AM 

Staff Report 15-055 

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 President and Liaison; 
Denise Standridge, ACT General Counsel; Carolyn Smith, NEPC; 

CONSENT CALENDAR 

MOTION: RIEMER/LEE 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 December 15,2014 

Approved 

APPROVED 

B. Approval ofFinancials for November 2014 

APPROVED 

C. Approval oflnvoices in the Amount of $49,868.66 
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APPROVED 

D. Approval of Retirements for February 2015 

I. Joseph Allen 
2. Reginald Brown 
3. Cheryl Hawkins 
4. David Rommelfanger 
5. Richard Watson 
6. Alfred Chappell 
7. Michal Settles 

APPROVED 

REGULAR CALENDAR 

#291 
#31022 
#41641 
#40219 
#41616 
#1061 
#40307 

-Term Vested 
-Term Vested 

Hugo told the Board that Director Peeples is the new President of the District Board and 
Elsa Ortiz is the Vice President. Director Peeples said that he would continue to act as 
the Liaison between the District and the Retirement Boards. The Retirement Board 
congratulated Director Peeples. 

E. Approval of Retirements for January 2015 
With conditions, if any: 

I. Trudy Crawford 
2. Ronald Williams 

3. Marian Witt 
4. Linda Young 

#40672 (January) 
#40236 (January) Amount is interim pending 
resolution of pension amount for former ATU Officer 
James Gardner. 
#30576 (January) 
#32595 (January) 

MOTION: RIEMER/WILLIAMS to approve the retirements listed above effective in 
January 2015 with the conditions as stated. (5-0-0-0) 

The Board congratulated retirees Joseph Allen for 40 years of service; retiree David 
Rommelfanger for 32 years of service; retiree Ronald Williams for 31 years of service; 
and retiree Marian Witt for 28 years of service. 

MOTION: RIEMER/LEE to direct staff to send a letter reminding Ronald Williams 
and Edward Nash (approved in December) that they had been informed that their final 
pension benefit could be more or Jess than the interim amount depending on the 
resolution of the pension amount for ATU officer James Gardner. If the final amount is 
more, they will receive an increase and a retroactive payment; if the final amount is less, 
the difference will be deducted from future payments. 3-0-2-0 Member Willis and Vice 
Chair Williams abstained. 
(Carolyn Smith ofNEPC joined the Board for Agenda items F through 0.) 
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F. Approved Investment Policy Statement 

Hugo referred to the Investment Policy Statement, included in the Board Package. 
The policy statement had been approved at the December Board meeting. 

G. Asset Allocation and Investment Manager Update 

Carolyn distributed the Investment Market Update and Total Fund Performance 
(Flash Report) as of December 31, 2014. She pointed out that for 2014 20-year 
Treasury STRIPS had the strongest performance (up 46.4%) due to strong demand for 
long treasuries, especially from closed pension plans. Domestic equities performed 
well, while those of emerging markets lost ground due to the strength of the US 
dollar. Commodities lost 17% due to the falling price of oil. On the question of 
foreign exchange hedging, Carolyn said that NEPC had not made a recommendation 
for the plan, but hedging was viewed as a strategic tool to reduce risk, not to increase 
returns. 

Hugo noted that the Plan's overall return of 4.3%, compared to the assumed return of 
7.25%, reflected the impact of diversification away from US equities. Carolyn added 
that active management caused the Fund to underperform both the Policy Index 
(index returns weighted by asset targets) and the Allocation Index (index returns 
applied to the actual allocation). Dodge & Cox and Sands underperformed by 3%-
4%. She added that during 2014, overall, active managers did not do well. Hugo 
reminded the Board that after 2013's strong performance, he had said that they should 
not count on another similar year. Turning to Fixed-Income managers, Carolyn noted 
that Loomis underperformed, while PIMCO's performance was slightly over its 
benchmark. Stone Harbor trailed its benchmark by 4.5%. Real Estate managers did 
well, and Global Allocation Asset managers underperformed significantly. 

H. Stone Harbor Manager Review 

Hugo recalled that three emerging debt managers -Ashmore, BlueBay and, Investec 
made presentations at the December meeting. The Board agreed to select one of the 
three to pursue, and to ask Tom Hickey to review the contract. 

I. Emerging Market Debt - Blended Manager Summary 
I. BlueBay 
2. Ashmore 
3. Investec 

Carolyn referred to the Emerging Markets Debt - Blended Manager Summary, 
included in the Board Package. She focused on the follow-up questions comparing 
the three managers. Carolyn noted that turnover was very high at all three managers, 
including foreign exchange contracts. Regarding investment vehicles, Ashmore 
offered an onshore mutual fund with a fee of 1.02%, and an offshore comingled fund 
at . 70%. BlueBay offered a co mingled fund with total fees up to . 91 %. And In vestee 
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reported total fees of .55% for those investing within six months. Carolyn told the 
Board that all three managers seem to have substantial staff. 

All three managers use various kinds of derivatives to control duration and manage 
risk. Carolyn agreed that there is counter-party risk, but they true up collateral every 
day. The moral is to know your counter party. BlueBay's derivatives may be 
leveraged up to 125% of collateral, which could be an issue for the Board. Ashmore 
has a higher tracking error, while lnvestec is more conservative, with less risk. Hugo 
noted that the diversity tables provided by the managers were not really comparable. 

Hugo agreed to research whether there is an index that the Board could consider for 
investing in this asset. 

J. Analysis of Presentations by Emerging Market Debt Managers 
K. Next Step(s) in Emerging Market Debt Manager Review 

Chair Lewis asked what the Board was looking for in the Emerging Market Debt 
investment. Carolyn replied higher yield and some diversification. She noted that 
emerging market nations have higher growth and less debt than developed nations, 
although she acknowledged the risk of slowing growth in China. 

Chair Lewis called a recess at 10:57 AM 

The meeting reconvened at II :08 AM 

The Board members discussed their impressions of the three managers and how they 
fit in with the Board objectives. 

MOTION: RIEMER/WILLIAMS to move forward with the paperwork to invest in 
Investec. 4-1-0-0 Member Lee voted against the motion, preferring to invest in BlueBay. 

The Board directed Hugo to raise the diversity issue to the managers in writing. 

L. Retention of Tom Hickey to Review Emerging Market Debt Manager Documents 

Because Investec's investment vehicle is a collective trust Carolyn recommended that 
the Board ask attorney Tom Hickey to review the contract and alert the Board to any 
issues he discovers, and inform the Board if these provisions are included in other 
investors' contracts. 

MOTION: RIEMER/WILLIAMS to authorize Hugo and Counsel Richeda to engage 
outside attorney Tom Hickey to review the contract with a fee not to exceed $10,000 . 5-
0-0-0 

Chair Lewis called a recess at II :20 AM 
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The meeting reconvened at II :28 AM 

M. NEPC 2015 Outlook 

Carolyn referred to the NEPC 2015 Outlook, included in the Board Package. She 
said that on an annual basis NEPC develops 5-7 year and 30 year asset and risk 
projections, for use by their clients to assess their positions and assumptions. She 
cited the bull market since 2009, fueled by the Fed's quantitative easing, with slower 
growth in GNP. She noted the current divergence between the US, where the Fed had 
discontinued quantitative easing and is talking of interest rate increases, and the EU, 
where the European Central Bank had just announced a plan to purchase a total of 
€60 billion of sovereign and private debt per month from March 2015 through 
September of 20 16. 

NEPC recommends that clients make sure that their portfolios line up with their long
term objectives, consider the risk when pursuing increased returns, and review 
inflation hedges. 

Carolyn referred to the table of AC Transit Asset Mixes, which provided the expected 
return, and expected risk by asset class, the current target allocation and four 
alternative allocations (mixes A through D). Each alternative mix reallocated the 
I 0% currently invested in Global Asset Allocation (GAA). Mix A reallocated the 
GAA assets to other current asset classes. The others re;tllocate to a more diversified 
group of assets such as liquid and/or private real assets. Carolyn recommended that 
the Board move to the more diversified mixes. Hugo commented that it would take a 
year to select and move to the asset classes in mixes B through D, and raised the 
possibility of moving to Mix A as an interim step. The Board discussed the timing of 
moving out of the GAA asset class and included funding International small cap as 
part ofthe initial reallocation. 

The Board asked Hugo to bring a plan to liquidate the GAA assets, moving the funds 
to Mix A, and international small cap, to the February meeting. 

(Many of the rest of the Agenda items were taken out of order to allow non-Board 
members to join in the discussion of selected Agenda Items.) 

(Denise Standridge, AC Transit General Counsel, joined the discussion of Agenda Items 
R through Y.) 

R. PEPRA Court Decision 

Counsel Richeda referred to his memorandum dated January 12, 2015 on Litigation 
Update Concerning the Application of PEPRA to Public Transit Systems, included in 
the Board Package. He summarized the history of this issue from the enactment of 
PEPRA in 2012 for employees employed after January I, 2013, the postponement of 
application of PEPRA in California transit agencies after the Department of Labor 
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(DOL) refused to certify employment fairness and disburse federal funds for mass 
transit projects, to the Federal District Court decision on December 30, 2014 that the 
DOL had violated the Federal Administrative Procedures Act. 

Counsel Richeda told the Board that an appeal was possible and the future uncertain. 
General Counsel Standridge had heard that other pension plans anticipated an appeal 
and there was discussion of the receipt of funds. District Board President and Liaison 
Peeples reported that the DOL had been asked to reevaluate their position, but there 
was no new legislation proposed as of January 21. 

Counsel Richeda stressed that the Board's role is to administer the Plan, and should 
keep on top of developments and ask for updates. 

S. Update on Plan Amendment 15-A-17 

General Counsel Standridge said that the amendment deleting Plan Amendment 13-
A-16 (implementing PEPRA), including the actuary study, would go to the District 
Board on February 11, 2015. 

T. Plan Redraft Project 

General Counsel Standridge told the Board that Charles Sakai is the District's new 
pension attorney. 

Counsel Richeda told the Board that he would like to clean up, and consolidate the 
2005 Plan and subsequent amendments into an updated Plan. Hugo agreed to develop 
a plan to accomplish this task. 

U. Tax Determination Letter 

Counsel Richeda told the Board that it was time for the Board and the District to 
apply for another Tax Determination Letter under the IRS schedule. He said that he 
will work with District Counsel Standridge. He recommended the Board once again 
utilize Ice Miller. He will determine who paid the consulting fee last time. Hugo 
thought that the cost would be about $10,000. 

V. Update on Calculation of Pension Benefit for Former Union Officer James Gardner 
W. Update on Statement of Facts Pertaining to Gardner 
X. Timetable Regarding Pending Issues Pertaining to Retirement Benefit Calculation for 

Current and Former Union Officers 

Counsel Richeda had sent out the Statement of Facts early in January and asked for 
comments from the District and ATU Local 192 by January 21. He would provide a 
memorandum to the Board, the District and the Union, for the February meeting, 
recommending how to proceed regarding current and future ATU officers. District 
Counsel Standridge said that her department had reviewed their records and had not 
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found any relevant documents. Vice Chair Williams said that A TU attorney Shawn 
Groff has sent back some comments. Counsel Richeda agreed to send out a final 
document of facts before the February Board package. He would also send out his 
Legal Opinion on the matter prior to the Board packet. 

Y. 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 would like the 
unions and the District to agree on additional names. There is only one remaining 
Hearing Officer, but the Plan requires a panel of five. District Counsel Standridge 
said that she had some names to propose. 

Chair Lewis called a recess at 12:51 PM 

The meeting reconvened at 12:53 PM 

N. NEPC Work Plan Memo 

Carolyn referred to her memorandum dated December 8, 2014, included in the Board 
Package. The Board discussed the question of meetings with managers. Hugo 
reported that he meets more frequently than the Board, especially when there are 
issues regarding the manager's performance. Counsel Richeda suggested the 
possibility of a separate Board meeting to meet with managers. Chair Lewis stressed 
the need to meet with managers regularly. Hugo agreed to work with Carolyn and 
Counsel Richeda to develop recommendations regarding manager meetings and a 
schedule for the Board's review. 

0. Calendar for 2015 

Hugo noted the need to change the meeting dates for July and October. The Board 
agreed to discuss the 2015 meeting dates in February. 

P. Draft Quarterly Report to the District Board 

Hugo said that he would bring the first quarterly report to the District Board to the 
February Retirement Board meeting. 

Q. District Recruitment for Non-ATU Retirement Board Members 

Hugo reminded the Board that applications would be due at 12 noon on Wednesday 
February 4. 

Z. Disability Determination Process 

AA Retirement System Manager Report 

7 



32

AC Transit Retirement Board 
January 21,2015 

1. New District Board President and Vice-President 
2. CALAPRS GAin Monterey (March 8-10, 2015) 
3. CALAPRS Schedule for 2015 
4. CALAPRS Newsletter 
5. Form 700 

These items were held over until a future meeting. 

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. 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. Kelvin Johnson- Occupational Disability 
f. Vaughn Roberts- Total and Permanent Disability 
g. Robin Cobb •· Occupational Disability 
h. Harold Peters - Occupational Disability 
1. Michael Jefferson- Total and Permanent Disability 
J. Michael Garay- Occupational Disability 
k. Adrienne Cleveland-Garrett- Total and Permanent Disability 

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

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

CC (RESUME OPEN SESSION) 

The Board did not go into Closed Session. 

(Member Riemer left the meeting at this point.) 

STAFF COMMENTS 

None 

RETIREMENT BOARD COMMENTS 

None 

ATTORNEYS' REPORT 

None 
ADJOURNMENT 
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MOTION: WILLIAMS/WILLIS to adjourn (4-0-0-1) 

The meeting adjourned at I: 15 PM 
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