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ROLLCALL 

Approved Minutes 
Special Meeting of the 

AC TRANSIT RETIREMENT BOARD 
May 15,2015 

Chair Jeffrey Lewis called the meeting to order at 9:07AM 

Staff Report 15-139 

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; and 
Carolyn Smith, and Kevin Novak NEPC; Michael Penechi of UNITE HERE; and Robert 
Griffin, Williams, Adley. 

PUBLIC COMMENTS 

None 

CONSENT CALENDAR 

Hugo pointed out a typographical error in the April 2015 minutes and told the 
Board that Carolyn has recommended the addition of material regarding the 
discussion of Investec. 

MOTION: WILLIAMS/WILLIS to adopt the Consent Calendar with the correction, 
and addition 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 April 17, 2014 
With the correction and additional noted above. 

APPROVED 

B. Approval ofFinancials for March 2015 

APPROVED 
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C. Approval of Invoices in the Amount of$261,574.23 

APPROVED 

D. Approval of Retirements for June 2015 

I. Burnell Ayers 
2. Earl Brown 
3. Greggory Hopkins 
4. Delores Hughley 
5. Joseph Kilzer 
6. Dolores Pouncy 
7. Cesar Pujol 
8. Inez Strame-Mosley 
9. Sheila Windham 

APPROVED 

#40330 
#41716 
#32334 
#31263 
#32520 
#30387 
#41672 Term Vested 
#30326 
#1202 

The Board congratulated retiree Sheila Windham for 3 5 years of service; and retirees 
Burnell Ayers, Dolores Pouncy, and Inez Strane-Mosley for 30 years of service. 

REGULAR CALENDAR 

E. Rescission of Retirements Approved for May 2015 

I. Elias Alverez 
2. Stacey Hayes 

Adelle told the Board that staff received notification from Mr. Alverez (on April 
25) and from Ms. Hayes (April21) that they had withdrawn their applications for 
retirement effective May I, 2015. 

MOTION: WILLIAMS/RIEMER to rescind the Board's approval of the May I, 2015 
retirements of Elias Alverez and Stacey Hayes. 

(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 April 2015 AC Transit Fund Performance Report (Flash 
Report), included in the Board Package. She noted that investment markets had 
improved in April. The MSCI emerging markets and EAFE (equities markets of 
developed nations outside of the US and Canada) indexes had the strongest 
performance in April, as well as year to date. Commodities rebounded. Turning to 
the AC Transit fund, Carolyn told the Board that active managers added value in 
April, and the fund was up 3.6% for the first four months of the year. Fixed income 
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managers outperformed their benchmarks. Stone Harbor and Global Asset Allocation 
(GAA) managers outperformed through April. Carolyn remarked that a strong 
performance of these managers is good for the fund prior to their elimination from the 
portfolio. 

Hugo distributed the Preliminary Asset Allocation Sheet as of the end of April2015. 
He pointed out that the report showed the negative adjustments to domestic equity 
managers, and positive adjustments to international equity managers to reflect 
American Depository Receipts (ADR's) - international companies that trade on US 
exchanges. The report also showed negative adjustments to international equity 
managers to reflect holdings of emerging market equities and positive adjustments to 
emerging market managers. Chair Lewis suggested a format change to stress the 
allocations after the ADR and emerging market adjustments. He asked that the 
adjusted total be shown in bold type. 

Member Lee asked if funds would be moved into large cap equity to meet the target. 
Hugo replied that funds would be moved from GAA managers when those 
investments are closed out. Carolyn noted that the policy band is fairly wide, and 
Hugo keeps the allocations close to the target. Hugo added that he provides 
spreadsheets on allocations to keep the Board informed. He concluded that private 
debt managers are not yet fully funded with the difference kept with the fixed-income 
index manager. As funds are moved, the large cap equity managers - value, growth 
and index - will be kept at one third each. 

G. Quarterly Investment Performance Report 

Carolyn referred to NEPC's First Quarter 2015 Investment Performance Analysis, 
included in the Board Package. She noted that the Non-US equity index - MSCI 
EAFE - gained almost 5% in the first quarter of 20 IS. Due to the strength of the US 
dollar, hard currency investments were positive, local currency ·negative. US 
economic indicators showed inflation remaining low, unemployment improving, 
profits at secular highs, particularly health care and information technology. Paced 
by the Euro, which lost more than 20% compared to the US dollar during the last 
year, currencies of development nations declined. The Russian Ruble and the 
Brazilian Real lost over 40%. The impact of the value of currencies can be seen 
when returns are 10-15% in local stock markets but the EAFE index is 5 to -1% in US 
Dollars. 

AC Transit's Fund gained 2.2% during the first quarter, just over the 2.1% return of 
the median public fund. Responding to a request by Chair Lewis, Carolyn agreed to 
provide information on public funds similar to AC Transit's size. She added that 
another factor was the asset allocation- the more diversified funds had lower returns. 

Carolyn turned to NEPC's material on due diligence. PIMCO had been placed on 
client review due to the departure of Bill Gross in the fall of 2014. NEPC believed 
that the risks had abated, so the rating was upgraded to "watch." GMO remained on 
"no action," and Loomis was placed on "no action" despite the fact that Bill Blanding 
had stepped down from his role as CEO. 
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NEPC's attribution analysis showed that the allocation had detracted, while the active 
managers had improved the returns for the quarter. Dodge & Cox and Sands struggled 
during the first quarter, along with international managers Capital Guardian and 
Franklin Templeton. Emerging market manager City of London had a positive return, 
while Parametric, which is underweight to large companies, lost ground. Hugo said 
that Parametric invested as expected in many securities, and believed that the results 
could be cyclical. Carolyn added that she still considered emerging markets a good 
investment. The Board agreed to keep an eye on Parametric' s results. 
The Board discussed whether to use time-weighted rate of returns or the internal rate 
of return. Carolyn agreed to look at internal rate of return in the future. 

Carolyn handed out a table of information on open-ended core real estate funds, 
including the maximum fund leverage, fund leverage ratio and entry queue. UBS was 
at the low end of leverage measures, and J.P Morgan was not out of line with the 
other funds. 

Member Lee asked about Hugo's and Carolyn's responsibilities associated with 
rebalancing investments. The Board stressed its role establishing the policy 
guidelines. Hugo implements changes to keep the allocations close to the guidelines 
and consults with Carolyn. Carolyn remarked that she could only recall one time 
when she made a recommendation regarding allocations. Hugo agreed to send 
Member Lee the NEPC contract. 

In conclusion, the Board raised the question of the best use of their time reviewing 
quarterly investment performance at the monthly meetings, particularly short-term 
returns, absent any concerns. They agreed to discuss the frequency and content of 
future investment reports and how to reduce time devoted to these agenda items, in 
light of the need to spend time on other pressing issues. They asked Hugo for 
suggestions he might have to address this question. 

Chair Lewis called a recess at II :03 AM 

The meeting reconvened at II: I 0 AM 

(The meeting reconvened without Member Lee in attendance.) 

(Several agenda items were taken out of order to ensure that all Board Members were 
present for important discussions.) 

L. Calendar for 2015 

There were no changes to the Board Meeting calendar. Hugo told the Board that he 
would be on vacation from June 22 until July 13. 
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0. PEPRA Update 

Nothing new to report. Hugo will continue to provide new employees general 
information regarding AC Transit's defined benefit plan. 

P. Tax Determination Letter Update 

Hugo told the Board that he had provided consultant Ice Miller with some 
information and he is working with Counsel Richeda. 

Q. Plan Redraft Project Update 

Hugo stressed that this is a sizeable project. Retirement staff and Counsel Richeda 
are taking the lead. 

S. Hearing Officer Update 

Hugo reported that he hoped to have an updated list of hearing officers available 
around July. 

U. Retirement System Manager Report: 
1. Quarterly/Semi Annual Report 

Hugo reported that the report to the District Board would resume its semi-annual 
schedule, as required, with the concurrence of the Interim General Manager, the 
District Board Secretary and the District Board Liaison. 

2. Actuarial Valuation/Experience Study 
Board Actuary Bob McCrory will be at the June meeting to begin the annual 
process. 

3. Pension Issues in the News 
The Board Package included an article by Andrew McGill of Bay Area News 
Group regarding the delay of grant funding due to the struggle between the State 
of California and the US Department of Labor over the coverage of California's 
pension reform. 

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

H. Additional Investec Information 
I. Emerging Manager Debt Manager Search 

Hugo recalled that the Board had selected Investec to manager 5% ($28 million) of 
pension plan assets in their blended emerging markets debt strategy. At the April 
meeting he reported that in reviewing the investment before sending the funds to 
Investec, he had noticed that the fund was quite small, AC Transit was a large percent 
of the Fund, and outside of AC Transit, it was almost exclusively funded with 
Investec Funds. 

Member Lee asked how this situation developed. Chair Lewis replied that the facts 
were included in the material provided for the January meeting. Counsel Richeda 
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pointed out that Hugo had brought the situation to the Board's attention in April. 
Hugo said that ideally, these facts should have been brought up during the original 
discussion of the investment. Carolyn said that she had focused on the funds that 
Investec managed in the product overall, not just in the new fund. 

The Board had asked a number of questions regarding the Investec fund. Kevin 
referred to the memorandum that he and Carolyn sent to the Board dated May 5, 
2015, which summarized Investec's response. NEPC also provided a spreadsheet 
comparing Investec with the other potential firms. 

• Kevin pointed out that Investec agreed to honor their proposed fee until June 
15 or the fund reaches $200 million in assets. 

• If the fund were shut down, AC Transit's investment would be transferred to 
the offshore fund and Investec would try to help avoid transaction fees. 

The Board discussed the possibility of transferring the investment to the offshore 
fund. Carolyn suggested asking for a side letter to allow the move and alleviate 
transfer costs. Member Riemer noted the impact on the price were it necessary to sell 
the securities in the market. Hugo recommended asking how much Investec is 
willing to guarantee to address the Board's concerns. 

The Board agreed to wait until the June meeting to make a decision on the Investec 
investment. 

K. NEPC Work Plan 
J. Real Estate Opportunities 

The Board will conclude the Investec discussion in June. The discussion of real 
estate opportunities will occur at a subsequent meeting. 

(Michael Penechi of UNITE HERE a union of needle trades, industrial and textile 
employees, and hotel and restaurant employees, joined the discussion of Agenda Item 
M.) 

M. UNITE HERE and UBS 

Michael distributed material from UNITE HERE regarding investment in UBS. He 
told the Board that UBS had lagged its ODCE index yet UBS collected a performance 
fee. Some public groups such as the Chicago teachers union had reduced their 
investments in UBS. He referred to a labor dispute at the Doubletree Hotel in Los 
Angeles, which he claimed engaged in unfair labor practices, and added that UBS 
was not responsive to requests to meet and discuss these issues. Hugo distributed a 
response by UBS. The hotel in question is not owned by the fund in which AC 
Transit has invested but is owned by another UBS managed fund. 

The Board discussed the distinction between investment strategy and social strategy, 
and the appropriateness of pursuing labor issues. At the same time, the Board was 
disturbed that UBS would not meet with the labor representatives, and considered 
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discussed expressing the Board's views on UBS' refusal to meet. Carolyn added that 
UBS should have been communicating with its clients. 

MOTION: RIEMER/WILLIS to direct Hugo and Russ to draft a letter to UBS 
conveying the Board's concern regarding the lack of communication. The letter would be 
reviewed by Chair Lewis and Vice Chair Williams. (5-0-0-0) 

The Board thanked Michael for his presentation. 

Chair Lewis called a recess at 12:20 PM 

The Meeting reconvened at 12:30 PM 

(Robert Griffin of Williams Adley joined the Board for Agenda Item N.) 

N. Draft 2014 Financials 

Hugo told the Board that preparation of the 2014 Financials had taken longer than in 
past years because of the change in banks, the new investment managers and GASB 
67, which had changed the requirements for the notes. He added that the Financials 
would be submitted to the State Controller, as required, by the end of June. 

Robert distributed the first communication regarding the audit as well as an excerpt 
from GASB 67, and sample notes under the new rule. He added that the new pension 
liability would appear in the sponsor's (the District's) financial statements. 

R. Update on Pension Benefit for Former Union Officer James Gardner 

Hugo reported that he, Counsel Richeda, and ATU Local 192 Counsel Shawn Groff 
had made good progress. He recalled that the Board had agreed to apply the same 
rules to current and future ATU officers' pension calculations as are applied to active 
ATU employees. He hoped to bring the results of their research regarding 7 to I 0 
former ATU officers to the Board in June. 

T. Election of Chair and Vice Chair 

Jeffrey Lewis was re-elected as Chair and Yvonne Williams was re-elected as Vice 
Chair by a unanimous vote. 

V. (CLOSED SESSION) 
I) Matters Relating to Personnel: Disability Applicants' and Disability Retirees' Medical 

Records (Government Code Section54957; 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. Michael Jefferson- Total and Permanent Disability 
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g. Adrienne Garrett-Cleveland- Total and Permanent Disability 

Public Employee Performance Evaluation 
(Goverrunent Code Section 54957) 
Title: Retirement System Manager 

W. (RESUME OPEN SESSION) 
I) Report and/or Action on Closed Session Items 

Counsel Richeda reported 

a. V)l)g Adrienne Garrett-Cleveland- Total and Permanent Disability 

The Board unanimously approved Ms. Garrett-Cleveland's application for an 
Occupational Disability Retirement effective June I, 2015, and left open the 
question of a Total and Permanent Disability Retirement. 

STAFF COMMENTS 

None 

RETIREMENT BOARD COMMENTS 

None 

ATTORNEYS' REPORT 

None 

ADJOURNMENT 

The meeting was adjourned. 
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