
ROLLCALL 

Approved Minutes 
Special Meeting of the 

AC TRANSIT RETIREMENT BOARD 
April17, 2015 

Chair Jeffrey Lewis called the meeting to order at 9:06 AM 

Staff Report 15-103 

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; 
Carolyn Smith, and Kevin Novak NEPC; Vince Ortega and Dale Hanks, Capital Group; 
Bill Deakyne, Franklin Templeton and Ann Reitman, Franklin Templeton (by phone); 
Neil Naravane, J.P. Morgan. 

OATH OF OFFICE 

AC Transit Board Secretary, Linda Nemeroff, administered the oath of office to 
continuing members, Sue Lee and Davis Riemer, and continuing chair, Jeffrey Lewis. 

PUBLIC COMMENTS 

None 

CONSENT CALENDAR 

Chair Lewis pointed out a typographical error in the March 2015 minutes. 

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

Ayes: Members Lee, Riemer, Willis, Vice Chair Williams, and Chair Lewis -- 5 
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Noes: None 
Abstain: None 
Absent: None 

APPROVED 

A. Approval of Minutes for February 12, 2014 
With the corrections noted above. 

APPROVED 

B. Approval ofFinancials for February 2015 

APPROVED 

C. Approval oflnvoices in the Amount of$87,210.75 

APPROVED 

D. Approval of Retirements for April 20 15 

I. Elias Alvarez 
2. Kathleen Blevins 
3. Edward Cary 
4. Debbie Emery 
5. Stacey Hayes 
6. Jocelyn Richardson-Jones 
7. Claudell Woods 
8. Justin Rosenthal 

APPROVED 

#41548 
#31071 
#33097 
#30282 
#41255 
#30395 
#1460 
#40732- Term Vested 

The Board congratulated retiree Claudell Woods for 3 5 years of service; and retirees 
Debbie Emery and Joycelyn Richardson-Jones for 30 years of service. 

REGULAR CALENDAR 

Hugo mentioned that Kathleen Kelly had been named AC Transit Interim General 
Manager. He noted that she had been on the Retirement Board and was very familiar 
with the Retirement System. 

E. Retirement of Elgie Malvo 

Approval of Mr. Malvo's April I, 2015 retirement at the March Board meeting had 
been conditioned upon completion of his benefit option by the end of March. 
Retirement Staff attempted to contact Mr. Malvo on numerous occasions in order to 
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complete this retirement. Because Mr. Malvo has not completed the necessary 
paperwork he will need to apply for retirement at a later date. 

(Carolyn Smith, and Kevin Novak, NEPC joined the discussion of Agenda Items F 
through K) 

F. Asset Allocation and Investment Manager Update 

Carolyn referred to the Total Fund Performance Detail (Flash Report) through March 
2015, which she distributed to the Board. She noted that through March 2015 long
term treasuries performed the best ( +5 .5% ), while commodities lost the most ground 
(-5.9%). International equities (EAFE) fell in March, but advanced year to date. 
Carolyn agreed to provide information on the impact of currency changes on these 
results. 

The Pension Fund lost .2% in March, but the Policy Index (index returns weighted by 
asset targets) fell .6% and the Allocation Index (index returns applied to the actual 
allocation) fell .4%, reflecting the positive influence of active management during 
that month. In contrast, active management had a negative impact over the last year. 
Turning to individual managers, Carolyn told the Board that Capital Guardian had 
struggled to keep up with the benchmark for the last three years. She attributed the 
shortfall to stock selection. Carolyn agreed to provide an analysis comparing an 
investment in Capital Guardian with the benchmark. 

Hugo noted that Parametric (an emerging market equity manager) had 
underperformed the benchmark, particularly during the last three years. That 
manager is underweight to the larger emerging market countries, known as the BRIC 
countries (Brazil, Russia, India and China). 

The Board raised questions regarding the risk in investing in small Emerging Market 
countries, the potential for higher returns and the advantages of greater 
diversification. Chair Lewis suggested that the Board pursue this discussion at 
another time. 

(Agenda Item H was taken out of order to accommodate outside presenters.) 

H. International Equity Manager Presentations 

Chair Lewis noted that the equity managers making presentations at the April meeting 
are not (dedicated) Emerging Market managers, but invest in some Emerging Market 
equities. 

(Vince Ortega- relationship specialist -- and Dale Hanks- equity investment specialist-
of Capital Group joined the discussion of Agenda Item H. 1.) 

1. Capital Guardian (now called Capital Group) 
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Vince introduced the presentation, characterizing Capital as a research-driven, 
multi-manager team, bringing independent opinions to portfolio management. 
Their objective is growth of capital. 

Dale pointed out that AC Transit's portfolio had increased 3.8% during the first 
quarter, lagging the benchmark's return of 4.8%. Capital Group holds equities for 
an average of 3-5 years. He stressed the impact of the investment environment on 
results during the last few years, and told the Board that the markets had not been 
trading on business fundamentals. In response to a question, Dale said that his 
firm's portfolio had tilted to a growth orientation, although there were both 
growth and "price sensitive" orientations among the individual portfolio 
managers. He concluded that his firm likes the way their portfolio is situated. 

Vince attributed the increase in the percentage of the portfolio in emerging
market stocks since 2013 to stock picking by portfolio managers. These 
investments could be in some well-researched smaller companies. He also 
explained that an investment was listed in the United States because of an 
acquisition registered in the US, with much of its business elsewhere. Vince said 
that portfolio managers can hedge, but it happens only rarely. While there are no 
specific guidelines regarding the size of companies, they tend to be smaller than 
those in the index because mid-sized firms provide more opportunities. 

Chair Lewis asked why Capital Group had underperformed the market. Dale 
cited poor choices in energy and material investments. Geographically, the 
largest detractors were investments in Japan, Russia, the UK and Australia and 
Norway. 

Chair Lewis called a recess at I 0:29 AM 

The meeting reconvened at 10:39 AM 

(Bill Deakyne- relationship manager- joined the discussion of Agenda Item H.2.; Ann 
Reitman - institutional portfolio manager - Franklin Templeton, joined the Board by 
conference phone.) 

2. Franklin/Templeton 

Bill began with a review of performance, noting that his firm's fund had bounced 
back in the first quarter of2015 after underperforming their index in 2014. They 
take a five-year view with a value orientation. He told the Board that Franklin 
Templeton's long-term perspective, rigorous bottom-up stock selection (with 38 
idea-generating analysts), "fortitude" to be different, and disciplined, repeatable 
process set them apart. Turnover is 20% per year with an average 5-year hold. 
Their portfolio is overweight in the energy sector, and in Europe, compared to the 
index. They hold a relatively positive view on European quantitative easing and 
structural reform. In response to a question regarding a cap on investments in 
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emerging-market stocks, Ann told the Board that there is no hard cap. The range 
is usually between 12% and 18%, and peaked at about 20%. Hugo asked if there 
is a difference between investments in emerging market stocks by Franklin 
Templeton and stand-along emerging-market managers. Ann replied that her firm 
invests where they find value, and does not need to invest in emerging market 
stocks. Despite recent investments in smaller Chinese firms they generally invest 
in mid-sized to larger emerging-market firms, in six countries, whereas dedicated 
emerging-market managers invest in smaller firms in more countries. 

Bill brought up the question of Franklin Templeton's involvement in the Stockton 
bankruptcy. Franklin Templeton had objected to the settlement and is appealing 
the court ruling. 

Chair Lewis called a recess at II :24 AM 

The meeting reconvened at II :34 AM 

G. lnvestec 

(The meeting reconvened without Member Lee in attendance.) 

Hugo referred to the April I 0, 2015 memorandum from Carolyn and Kevin regarding 
Investec Emerging Markets Blended Debt. He mentioned that in reviewing the 
investment before sending funds to Investec he had noticed that the fund was almost 
exclusively funded with Investec Funds. He mentioned that he thought this should be 
discussed in detail with the Board before the investment is funded. At the February 
2015 meeting the Board had selected Investec to manage 5% ($28 million) of pension 
plan assets in their blended emerging markets debt strategy. He pointed out that 
currently the blended debt fund is quite small - about $47 million, and all but $5 
million of those funds are from other Investec funds. Carolyn pointed out that AC 
Transit was getting a fee break, NEPC is comfortable with AC Transit as an early 
investor, and Investec is marketing the fund actively. 

(Member Lee returned to the meeting at this point.) 

The Board discussed possible risks and options arising from the Investec investment, 
including alternatives, such as reconsideration of other funds considered in February. 
Member Lee expressed her concerns pertaining to the size of the Investec Fund. 
Carolyn mentioned that NEPC often recommends investments in small funds that are 
expected to grow in size. She mentioned she was very comfortable with the Board 
investing in this lnvestec fund especially given the $2.2 billion that Investec manages 
in various funds in emerging market debt and their history of investing in this asset 
class. The Board agreed that a situation such as the relative size of the AC Transit 
investment and the total invested in a fund should be raised explicitly when reviewing 
a potential investment. Accordingly, the Board agreed to postpone this discussion 
until the May meeting, and raised the following questions and requests: 
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I. Is the price break on fees available for 3 0 days? 
2. What would be the procedures iflnvestec decides to close the fund? 
3. What factors would affect the decision to close the fund? 
4. How is Investec marketing the fund? 
5. What is the interest in the fund? 
6. Define "profitable" with regard to this fund. 
7. Information on the Investec Mutual Fund. 
8. Information on the other contenders- Ashmore and Blue Bay. 
9. Updated results for Investec and other contenders. 

I. Updated Investment Guidelines 

This item was postponed until the May meeting. 

J. NEPC Work Plan 

The Board will discuss Emerging Market Debt and the Quarterly Performance Report 
in May. The Discussion of Real Estate managers will be postponed. 

K. UNITE HERE and UBS 

UNITE HERE a union, of needle trades, industrial, textile employees, hotel and 
restaurant employees raised questions regarding labor practices, the market valuation 
of hotel properties and tax assessment issues related to UBS. The Plan is a limited 
partner in UBS realty. Hugo agreed to send a copy of the material that he has 
received from UNITE HERE and UBS, to the Board, for discussion at the May 
meeting. 

L. Calendar for 20 15 

There were no changes to the calendar. 

M. PEPRA Update 

Director Peeples told the Board that there had been no movement on this issue in the 
state legislature. Counsel Richeda said that the court decision is not final and the 
Department of Labor has filed a notice of appeal. Hugo said that he will continue to 
provide general information to new employees regarding AC Transit's defined benefit 
retirement plan. 

N. Tax Determination Letter Update 

Hugo told the Board that he had talked with Ice Miller, the legal firm that was 
working on the application for the tax determination letter. 
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0. Plan Redraft Project Update 

Hugo and Counsel Richeda will be working on this project. 

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

This item will be addressed at the May meeting. 

Q. Hearing Officer Update 

Hugo plans to discuss this issue with interim General Manager Kathleen Kelly. 

R. Retirement System Manager Report: 
I. CALAPRS Benefits and Trustee Roundtable in Burbank on June 121

h. 

2. CALAPRS Board Meeting June 18th and Administrators' Roundtable June 191h in 
Burbank. 

MOTION: RIEMER/WILLIAMS to approve Adelle to attend the CALAPRS Benefits 
Roundtable in Burbank on June 12th and Hugo to attend the CALAPRS Board meeting, 
on June 18th and the CALAPRS Administrators' Roundtable ion June 191

h in Burbank. 
(5-0-0-0) 

3. Audit and Actuarial Valuation/Experience Study 
The audit has taken longer than usual because this is the first year with the new 
custodial bank. 

4. Pension Issues in the News 
Article by Daniel Borenstein regarding the changes put in place by the Contra 
Costa County pension board. 

S. (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. Kelvyn Johnson- Occupational Disability 
f. Robin Cobb -- Occupational Disability 
g. Michael Jefferson- Total and Permanent Disability 
h. Adrienne Cleveland-Garrett- Total and Permanent Disability 
1. John Butterfield - Occupational Disability 

Public Employee Performance Evaluation 
(Govermnent Code Section 54957) 
Title: Retirement System Manager 
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T. (RESUME OPEN SESSION) 
1) Report and/or Action on Closed Session Items 

Counsel Richeda reported 

a. S)1)f Robin Cobb- Total and Permanent Disability 

The Board unanimously approved Ms. Cobb's application for Total and 
Permanent Disability Retirement effective January 1, 2015. 

b. T) 1 )i John Butterfield -- Occupational Disability 

The Board unanimously approved Mr. Butterfield's application for 
Occupational Retirement effective January 2015. 

STAFF COMMENTS 

None 

RETIREMENT BOARD COMMENTS 

None 

ATTORNEYS' REPORT 

None 

ADJOURNMENT 

The meeting adjourned at 1:45 PM 
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