
ROLLCALL 

Draft Minutes 
Meeting of the 

AC TRANSIT RETIREMENT BOARD 
February 12, 2015 

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

Staff Report 15-073 

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; 
David Armijo, AC Transit General Manager; Denise Standridge, AC Transit General 
Counsel; Tom Prescott, Chief Administrative Services Officer; Shawn Groff, A TU Local 
192 Counsel; James Gardner, Retired Officer, ATU; Carolyn Smith, and Kevin Novak, 
NEPC; Michael Pineschi of Unite Here. 

PUBLIC COMMENTS 

The Board was informed that Michael Pineschi of Unite Here might come to the meeting 
to talk about a labor dispute at a Los Angeles Hotel owned by UBS, one of the Board's 
money managers. 

CONSENT CALENDAR 

Chair Lewis pointed out a couple of editorial corrections to the January 2015 
minutes. 

MOTION: WILLIAMS/RIEMER to adopt the Consent Calendar with the editorial 
corrections noted above. (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 January 21, 2014 
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With the editorial corrections noted above. 

Approved 

APPROVED 

B. Approval of Financials for December 2014 

APPROVED 

C. Approval oflnvoices in the Amount of$178,915.17 

APPROVED 

D. Approval of Retirements for March 2015 

I. Claire Hughes 
2. KenLee 
3. George Moore 
4. Nelson Sardillo 
5. Cynthia Myatt 

APPROVED 

#30726 
#40259 
#40118 
#33076 
#30314 

PUBLIC COMMENTS (CONTINUED) 

Michael Pineschi of Unite Here told the Board about a labor dispute, and the union's 
charge of unfair labor practices, at the LA Doubletree Hotel owned by UBS and operated 
by Run Hospitality Hugo explained that the Plan is a limited partner in UBS realty, in a 
different fund. The Board asked for more information in order to place this item on the 
agenda for a future meeting. 

REGULAR CALENDAR 

E. Approval of Retirements for February and March 2015 
With conditions, if any: 

I. Danny Green 
2. Irma Street-Martin 

3. Jimmie Scroggins 
4. Harold Peters 
5. Peter Tavake 
6. Candy Scarlett-Williams 

#1091 (March) 
#31787 (March) Completion of benefit option by the 
end of February 
#32013 (February) 
#31806 (February) 
#40669 (February) 
#40557 (March) Completion of benefit option by the 
end of February 
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MOTION: WILLIAMS/RIEMER to approve the retirements listed above effective in 
February and March 2015 with the conditions as stated. (5-0-0-0) 

The Board congratulated retirees Danny Greene for 38 George Moore for 34 years of 
service; retiree Ken Lee for 31 years of service; and retiree Claire Hughes for 26 years of 
servrce. 

(Carolyn Smith, and Kevin Novak, NEPC joined the Board for Agenda items F through 
M.) 

F. Asset Allocation and Investment Manager Update 
G. Quarterly Investment Performance 

Carolyn called attention to NEPC's Fourth Quarter 2014 Investment Performance 
Analysis contained in the Board Package. She referred to a table that arrayed 2014 
returns from the best performance - long duration Treasury securities - to the most 
severe losses - commodities (paced by developments in oil markets), followed by 
Emerging Markets in local currencies and international assets. US markets were 
strong, large cap more than small cap, with negative returns outside the US. 

From a macro perspective GOP growth accelerated in the US with little growth 
abroad. Monetary policy diverged as well as the US stopped easing, while Europe 
and Japan moved to stimulate the economy. There was considerable volatility and the 
dollar appreciated against other currencies. Overall, holdings of Emerging Markets 
and energy hurt the portfolio. 

Carolyn said that NEPC expected a low-return environment over the next 5-7 years 
and relatively low expectations over the next 30 years. She recommended continuing 
to invest in Emerging Markets and outside the US, although we might hedge half of 
the currency risk. 

She noted movement of plan assets to international small capital managers, and in 
response to capital calls by Park Square and European private managers. Looking 
ahead, funds would be moved from Stone Harbor to Investec. 

The Plan's portfolio returned 1% in the 4th quarter of2014 and 4.3% for the year as a 
whole. The Allocation Index (index returns applied to the actual allocation) returned 
5.5% as active managers trailed the market. Stone Harbor and Global Allocation 
Asset managers performed especially poorly. Carolyn noted that the Plan suffered 
from lower allocations to domestic equities and the performance of our active 
managers. Nonetheless, she still favors the current structure of the portfolio which 
has less reliance on the performance of the U.S. equity markets. 

Member Lee expressed concern regarding the return of only 4.3% for 2014. Hugo 
mentioned that while this return was well below that of a portfolio invested in only 
U.S. equities, the 4.3% return was not unexpected given our asset allocation and 
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manager structure. Carolyn distributed the Flash Report (AC Transit Performance 
Detail) through January 2015. She noted that overall the fund lost 0.6% for the 
month and underperformed most of the benchmarks. Active managers did not do 
well. The exception was Global Allocation Asset managers, which outperformed 
their index. 

Carolyn turned to NEPC's manager updates. BlackRock (GTAA) remains on the 
"watch" list due to significant asset growth. NEPC does not recommend any action 
with regard to the retirement of Sands' Vice Chairman at the end of 2014 because 
others were promoted to the investment team. PIMCO remains on "client review" as 
a result of the departure of Bill Gross and the large asset flows that followed his 
departure. 

Looking at the allocation, Chair Lewis noted that Capital Guardian's and Franklin
Templeton's holding of Emerging Market equities result in an increase in the fund's 
percentage holdings of Emerging Market equities. These holdings impact the asset 
allocation of the fund. Hugo agreed to develop a presentation addressing this 
question. 

(Several Agenda Items were taken out of order to enable those not on the Board to be 
present for certain items.) 

I. Investec Update 
J. Termination of Stone Harbor 
K. Hiring of Investec to Manage Emerging Market Debt 

Hugo noted that Emerging Markets manager Stone Harbor had underperformed for 
some time. The Board had voted to replace Stone Harbor with Investec at the January 
meeting, subject to review of the contract by outside attorney Tom Hickey. Hugo 
reported that Tom said that the contract was a standard contract, and he saw no reason 
not to move forward. 

MOTION: RIEMER/WILLIAMS to authorize staff to terminate Stone Harbor, sign the 
contract with Investec and move the funds in an orderly fashion under Carolyn and 
Hugo's supervision. 5-0-0-0 

H. Reallocation of Global Tactical Asset Allocation Funds 

Chair Lewis recalled that the Global Tactical Asset Allocation managers had not 
performed as expected. Therefore, the Board had agreed to liquidate this investment. 
Hugo referred to a table of investments by asset class tracing a plan to liquidate the 
GAA assets over a four-month period, moving the funds to Mix A and dedicated 
international small cap managers, included in the Board Package. He prepared the 
table at the Board's request. The plan moved GAA funds to equities and fixed income 
managers. 
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MOTION: RIEMER/WILLIAMS to liquidate the GAA assets in an orderly fashion, 
with as low a cost as possible, bringing the allocation of assets as close to the policy 
targets as possible, by the end of June. 5-0-0-0 

L. NEPC Work Plan 

The Board will take up Real Estate Opportunities in March and April, meet with 
managers beginning in March, and begin to look at real assets, in June. Active vs. 
Passive managers will be scheduled for July and August with Private Equity 
postponed until September. 

M. Calendar for 2015 

The March meeting was rescheduled for March 20, the July meeting to July 17, and 
the October meeting to October 21. Hugo said that he would email the new dates to 
the Board. 

(David Armijo, AC Transit General Manager; Denise Standridge, ACT General Counsel; 
Tom Prescott, Chief Administrative Services Officer; Shawn Groff, A TU Local 192 
Counsel; and James Gardner, Retired Officer ATU,joined the discussion of 
Agenda items T through W.) 

T. Conflict oflnterest Analysis Memo 

Hugo introduced the agenda items regarding pensionable compensation for James 
Gardner and other ATU officers by telling the Board that the discussion would: 

• open with the question of conflict of interest and participation in the decisions 
regarding current and future A TU officers by two current Board members; 

• discuss pensionable earnings of current and future ATU officers; 
• and then move to the consideration of pensionable earnings of past A TU 

officers. 

Counsel Richeda reviewed the law as it applies to conflict of interest and participation 
in Board decisions and the body of law regarding self-dealing. He referred to his 
memorandum of April 5, 2012 and his supplemental memorandum of September 27, 
2012. Counsel Richeda cited to the California Supreme Court's ruling in Lexin vs. 
Superior Court and stressed the importance of avoiding the appearance of 
participation in matters that would directly benefit a trustee, while not benefitting 
members in general. He concluded that the two affected Board members should not 
participate in the discussion or decision regarding current and future A TU Officers. 
The Board discussed the practice of public boards with regard to the need for the 
affected members to leave the room during the discussion. A TU Counsel Shawn 
Groff said that the law does not preclude these members from being present at the 
discussion. 
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The two affected Board Members - Vice Chair Williams and Member Willis agreed 
to recuse themselves from the discussion and decision. The consensus of the three 
remaining Board members was to allow the two affected members to remain in the 
room. 

(Vice Chair Williams and Members Willis withdrew from the Board table but remained 
in the room.) 

U. Statement of Facts on Pensionable Compensation for James Gardner 
V. Status of Sick Leave Rollover as Pensionable Income 
W. Opinion on Pensionable Income for Current & Future Union Officers 

Counsel Richeda referred to his February 4, 2015 memorandum entitled "Statement of 
Facts and Plan Analysis Concerning Claim for Retirement Benefits by James 
Gardner." He mentioned that he had received input on an earlier version of the 
memorandum. He noted that the Plan does not deal with union officers in great detail. 
The February 41

h memorandum reviewed retirement calculations under the Plan and 
the history of staff calculation of service retirements of A TU officers. The discussion 
focused on three items - accumulated vacation, sick leave and auto allowance. The 
Plan allows current active A TU members to count two weeks of casual vacation cash 
out as pensionable income, and allows current ATU employees to roll over 
accumulated sick leave to the District's deferred compensation program based on a 
table in the CBA. Auto allowance payments are not part of pensionable compensation. 
Inclusion of sick leave roll-over was part of a Collective Bargaining Agreement 
negotiated by A TU and the District and is incorporated in the Retirement Plan. 

Counsel Richeda addressed rollovers of accumulated sick leave to the Districts's 
deferred compensation program in a separate memorandum, dated February 2, 2015 
and a final memorandum of the same dated entitled "Legal Opinion Concerning the 
Claim by James Gardner as Applied to Current and Future Officers." 

Counsel Richeda recommended treating current and future A TU Officers on leave 
with the Union the same as current active ATU members. The benefit calculation 
would: 

• include up to two weeks of accumulated vacation leave per calendar year as 
the functional equivalent of"casual vacation;" 

• include contributions by Officers of ATU of accumulated sick leave to a 
Defined contribution plan to the same extent as for active members of the 
bargaining unit represented by A TU Local 192. 

• exclude Automobile Allowance paid by ATU Local 192 to its officers. 

MOTION: LEE/RIEMER to accept Counsel Richeda's recommendation to treat current 
and future ATU Officers in the same manner as current active ATU members. That 
would involve considering two weeks of vacation payout as pensionable earnings (the 
equivalent of two weeks of casual vacation); including accumulated sick leave rolled over 
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to a deferred compensation plan (using the formula applied to active members); and 
excluding any auto allowance paid by ATU Local 192 to its officers. 3-0-0-2 

Chair Lewis called a recess at 12:27 AM 

The meeting reconvened at 12:37 AM 

P. PEPRA and Plan Amendment Update 

Hugo told the Board that the District Board had adopted Plan Amendment 15-A-17 
on February II. This amendment eliminates the PEPRA amendment 13-A-16 as if it 
had never been adopted. 

ACT General Counsel Denise Standridge said that the District is working on a 
PEPRA-like second tier for unrepresented employees. The court ruling against the 
Department of Labor is being appealed. The Board wondered if the impact would be 
retroactive. 

Q. Tax Determination Letter 

Hugo recalled that it is time to file another Tax Determination Letter with the IRS. 
The Board agreed to use Ice Miller as their consultant again 

R. Plan Redraft Project 

Hugo told the Board that he will write a memo suggesting that Counsel Richeda and 
Retirement Staff take the lead on this project. Counsel Richeda told the Board that he 
sees this redraft as a technical rewrite, incorporating amendments into the text and 
making it simpler to find and understand sections of the Plan, rather than a 
substantive update. 

N. Draft Quarterly Report to the District Board 

Hugo referred to the draft Quarterly Report for the first quarter of 2015, included in 
the Board Package. 

MOTION: RIEMER/WILLIAMS to accept the Quarterly Report and send it to the 
District Board. 5-0-0-0 

0. District Recruitment for Non-ATU Retirement Board Members 

Member Lee was the only applicant for the position occupied by an employee who is 
not a member of ATU. The interviews for the two external public members will 
occur in March. 

X. Hearing Officer Update 
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Nothing to report. Hugo will follow up after the meeting. 

Y. Disability Determination Process 

The Board had discussed the use of information from AC Transit Leave Management 
as part of the Disability Determination Process. Staff explained that it could provide 
another source of medical records. The Board agreed that staff could present this 
information as part of the disability retirement briefing. 

Z Retirement System Manager Report 
1. 1099's 

The 1099's went out on time. Staff received many calls. 
2. CALAPRS GAin Monterey (March 8-10) 

MOTION: WILLIAMS/WILLIS to approve Hugo to attend the CALAPRS General 
Assembly in Monterey on March 8-10, 2015. 5-0-0-0 

3. Form 700 
The forms are due March 31. Staff will provide a copy of last year's completed 
form. 

AA (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. Michael Jefferson- Total and Permanent Disability 
1. Michael Garay- Occupational Disability 
J. Adrienne Cleveland-Garrett- Total and Permanent Disability 
k. John Butterfield - Occupational Disability 

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

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

BB (RESUME OPEN SESSION) 
1) Report and/or Action on Closed Session Items 

There were no actions to report. 
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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: II PM 
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