
ROLLCALL 

Approved Minutes 
Special Meeting of the 

AC TRANSIT RETIREMENT BOARD 
March 20, 2015 

Chair Jeffrey Lewis called the meeting to order at 9:10 AM 

Staff Report 15-146 

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 Wildmatlll, Retirement System Manager; Adelle Foley, Retirement 
System Administrator; Russell Richeda, I .egal Counsel; (the following individuals were 
at part of the meeting); H.E. Christian Peeples, District Board President and Liaison; 
Denise Standridge, AC Transit General Counsel; Carolyn Smith, NEPC; Matthew Clark 
and Loren Sageser, PIMCO. 

PUBLIC COMME:>!TS 

Hugo summarized the plan for the meeting. He told the Board that the substance of the 
Agenda Item on the Calculation of Pension Benefit for Former Union Officer James 
Gardner would be postponed until May. He added that one of the Board members had 
informed him that she would have to leave early. 

CONSENT CALEJ'IiDAR 

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

MOTION: RIEMER/WILLIAMS 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 February 12,2014 
With the editorial corrections noted above. 
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Approved 

APPROVED 

B. Approval of Financials for January 2015 

APPROVED 

C. Approval of Invoices in the Amount of$145,187.54 

APPROVED 

D. Approval of Retirements for April 2015 

1. Gynetta Brown 
2. Patricia Davis 
3. Floyd Dickman 
4. Henry Hunter 

APPROVED 

REGULAR CALENDAR 

#30538 
#602 
#40331 
#I 040- Term Vested 

E. Approval of Retirements for April2015 
With conditions, if any: 

1. Pamella Lacy 

2. Elgie Malvo 

3. Robbie Ellington 

#30743 Hold back an amount per month until 
Ms. Lacy's spouse signs the Benefit Option Form. 
#32717 Completion of benefit option by the end of 
March. 
#1802- Term Vested Completion of benefit option by 
the end of March. 

MOTION: WILLIAMSIRIEMER to approve the retirements listed above effective in 
April 2015 with the conditions as stated. (5-0-0-0) 

The Board congratulated retiree Patricia Davis for 35 years of service; retiree Floyd 
Dickman for 30 years of service; Gynetta Brown for 29 years of service; retiree Pamela 
Lacy for 27 years of service. 

(Carolyn Smith, NEPC joined the discussion of Agenda Items F, H, and K.) 
F. Asset Allocation and Investment Manager Update 

Carolyn referred to the Total Fund Performance Detail (Flash Report) through 
February 2015. She noted that active managers helped the Fund to grow 3% in 
February, outpacing the Policy Index (index returns weighted by asset targets) and the 
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Allocation Index (index returns applied to the actual allocation). However, Dodge & 
Cox and Sands underperformed their benchmarks over the prior year. International 
equity managers struggled as Emerging Market holdings continued to act as a drag on 
returns. Fixed Income managers returned 4.4% over the preceding year, below the 
Barclay's index, which holds only domestic securities. Hugo remarked that we might 
expect our managers, which have more risk, to outperform the index. He also 
mentioned that the Board had voted to terminate Emerging Market Debt Manager 
Stone Harbor, which had underperformed for over 4 years. The Board had also voted 
to liquidate investments with its Global Allocation Asset managers. Plan managers in 
the private debt asset class also underperformed their benchmarks. 

Hugo called attention to the Preliminary Asset Allocation Table, updated to March 
17, 2015, included in the Board Package. The table was designed to reflect the 
impact of adjusting the allocation for: American Depository Receipts (ADR's) -
international equities sold on the NYSE; as well as Emerging Market equities held in 
International equity managers' portfolios. He pointed out that: 

• Excluding ADR's from Large Cap equity managers reduced the allocation to 
20.4% from 22.01 %; 

• The Plan's Small Cap equity managers do not hold ADR's; 
• Adding the ADR's to International Equity managers and excluding Emerging 

Market holdings leaves the allocation close to 14%, but under the 17% target; 
• Adding the Emerging Market equities held by International Equity managers 

to the Emerging Market asset class brings the allocation very close to the 6% 
target. 
If Emerging Market managers were raised from 4.4% to 6% the Fund's 
overall holding of Emerging Market equities would be well over the target. 

Carolyn pointed out the high transaction costs of adjusting holdings of Emerging 
Market equities to balance out the monthly deviations of such holdings by 
International Equity managers. Hugo told the Board that the liquidation of the GAA 
managers could increase the investments in International Equity managers, bringing 
them closer to the target. lie stressed the need to reduce the holdings of Small Cap 
equity funds, which stood at 7.3%, as opposed to the target of 6%. 

The Board consensus was that the Asset Allocation Table reflecting the ADR and 
Emerging market adjustments should be used to monitor asset allocation. The Board 
asked Carolyn to research the availability of International Equity funds without 
Emerging Market holdings. 

Carolyn referred to the AC Transit Current Allocation Table, included in the Board 
Package. The table arrays managers by asset class and compares the allocations to the 
new targets without UAA asset managers. It provides a tool to identify where funds 
should be moved after the GAA liquidation. Carolyn noted that the domestic fixed 
asset class is over its target because funds have been placed in that asset class pending 
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anticipated cash calls. Hugo mentioned that this table had not reflected the consensus 
on how to view the adjustments due to ADR's. 

(Several Agenda Items were taken out of order to accommodate outside presenters 
and ensure completion of time-sensitive issues.) 

(Matthew- Matt --Clark and Loren Sageser, PI~ CO joined the discussion of Agenda 
item II.) 

H. Fixed Income Review 

I. PIMCO 

The Board discussed questions and concerns that they wanted to raise with the 
PIMCO representatives, in preparation for the presentation. Hugo mentioned that 
PIMCO was here to discuss our fixed income investment, not the Global Tactical 
Asset Allocation investment. 

Chair I .ewis called a recess at 10:08 AM 

The meeting reconvened at l 0:18 AM 

Loren Sagescr introduced the presentation, telling the Board that PIMCO has a 
broad mandate, and measures its performance against a blended benchmark. In 
mid-2014 they had moved in and out of high yields, and had focused on short
duration securities. Since they did not invest in oil, the most important negative 
influence was their holdings of Russian securities, which lowered their retum by 
100 basis points and increased volatility. They had pared back their Russian 
investments. 

Chair Lewis asked if PIMCO had adopted new guidelines regarding capital risk in 
one country. Loren said no, but they were diversifying a bit more in countries 
such as Turkey. Matt cited Mortgage Backed Securities (MBS) as another 
example of diversification. 

Chair Lewis asked about risks associated with MBS and evaluation of these 
securities. Carolyn said that the big defaults had already occurred. Matt told the 
Board that PIMCO's portfolio was about 7Y2% MBS. He added that higher 
yielding securities generally carry higher risk and that PIMCO avoids securities 
with questionable collateral. 

Hugo asked what PIMCO had learned from its experience with Russia. Matt 
replied that the oil price shock and events in the Ukraine had hurt their returns, 
but that these results occur when seeking high yield/high risk. Board members 
wondered if one lesson would be not to put too much risk in one country. Hugo 
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suggested that PIMCO should have known that already. Loren concluded that 
they need conviction to capture alpha, and will have to make calls and take risks 

Responding to a question regarding changes since the departure of Bill Gross, the 
PIMCO team said that the firm puts more emphasis on teams and had added 
portfolio managers. They stressed that PIMCO remains a stable organization, and 
their philosophy had not changed. They noted that overall outflows were on a 
downward trend this year. Any outflows from the Diversified Fund (in which the 
Retirement System is invested) to the new PIMCO income fund, could be 
managed. 

I. Update on Emerging Market Debt Transitions 

IIugo told the Board that he and Counsel Richeda were dealing with legal matters 
related to this investment. lie expected to start moving money to In vestee in April. 

(AC Transit General Counsel, Denise Standridge, joined the discussion of Agenda Item 
N.) 

N. PEPRA Update 

Hugo told the Board that he would he addressing the New Employee Orientation 
session that aftemoon. The Board discussed what to tell the new employees at this 
time. 

ACT General Counsel Standridge summarized the legislative and legal situation, 
since the December 30 court ruling. There had been no bill introduced before the 
February 28 deadline for submission of new legislation, although it would be possible 
for a legislator to amend another bill to address the question of PEPRA and transit 
agencies. Denise expected to hear more in the next few months. 

District Board President and Liaison Peeples told the Board that transit funding could 
be delayed if the stalemate continues. For AC Transit a delay would become serious 
in the fall when major BRT (Bus Rapid Transit) ii.mding is due. 

The Board discussed possible approaches to providing information to new employees. 
Despite the confusion, the consensus was to avoid providing a specific PEPRJ\ 
f01mula, citing legal and political issues. Member f .cc noted the difficulty in 
recruiting new employees without dear information on the retirement plan they 
would receive. 

0. Tax Determination Letter 

Hugo recommended that the Retirement Board and AC Transit adopt the same 
approach as in the past regarding preparation of the tax dctennination letter. 
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MOTION: WILLIAMS/RlEMER to retain Ice Miller jointly vvith the District as the 
consultant for the preparation of the tax determination letter. The Retirement Plan will 
pay Icc Miller and the District will pay the filing fee. (5-0-0-0) 

P. Phm Redraft Project 

Hugo referred to his memorandum on this subject dated March 12, 2015, and included in 
the Board Package. He recommended that the project use the same approach as was used 
during the 2005 redraft - Counsel Richeda and Retirement staff should take the lead, 
drafting material, circulating drafts and memos to the bargaining parties, for their 
agreement, and bringing the redraft to the Retirement Board and the District Board for 
approval, in line with District Board Policy 170. Chair Lewis stressed that the redraft is 
intended to incorporate the amendments adopted since 2005, and does not result from 
PEPRA. Hugo told the Board that this work would fall outside Counsel Richeda's 
retainer, and would take time. 

MOTION: RIEMER/WILLIAMS to begin the process of redrafting the Retirement Plan, to 
incorporate amendments adopted since 2005, and to retain Counsel Richeda and pay him 
outside his retainer for most of this work on this project. (5-0-0-0) 

Chair Lewis called a recess at II :45 AM 

The meeting reconvened at 11 :55 AM 

L. Quarterly Report #1 for 2015 to the District Board 

The report was submitted to the District Board. 

M. District Recruitment for Non-ATU Retirement Board Members 

Hugo told the Board that the interviews would be held the afternoon of March 25, and the 
District Doard would vote at that evening's meeting 

Q. Update on Calculation of Pension Renefit for Former Union Officer James Gardner 

The Board agreed to table this item until the May meeting. 

R. Hearing Officer Update 

Hugo will send out a list of potential hearing officers to the District and the 
bargaining parties. 

S. MANAGER REPORT 
I. Audit and Actuarial Valuation/Experience Study 

This will involve a lot of work 
2. Memo from Russ on Stockton Bankruptcy 

Hugo noted the high quality of the memo. 
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3. Report on CALAPRS GAin Monterey 
Hugo praised the presentation by Harvey T .iebem1an on the Stockton bankruptcy. 

4. Pension Issues in the News 
Some of these issues may appear on the ballot in 2016 

5. Unite Here 
Will appear at a future meeting. 

6. Form 700 
Is due on March 31. 

K. Calendar for 20 15 

The Board rescheduled the following meetings: 
April 2015 to Friday April 17 
May 2015 to Friday May 15, dependent upon the availability of ATU Counsel 

Shawn Groff 
August 2015 to Monday August 17 

T. (CLOSED SESSION) 
1) Matters Relating to Personnel: Disability Applicants' and Disability Retirees' Medical 

Records (Govermnent 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 

C. (RESUME OPEN SESSfON) 
1) Report and/or Action on Closed Session Items 

Counsel Richeda rep011ed 

a. T)l)f Vaughn Roberts Total and Permanent Disability 

The .Board unanimously approved Mr. Robert's application for Total and 
Permanent Disability Retirement effective November I, 2015. 
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b. T)1)i Michael Garay~~ Occupational Disability 

The Board unanimously approved Mr. Garay's application for 
Occupational Retirement effective April20 15. 

c. T)2)a) 1) Gwendolyn Randall- Total and Permanent Disability 

The Board unanimously adopted the recommendation of Hearing 
Officer Norman Brand to deny Ms. Randall's appeal of the Board's 
denial of her application for a Total and Permanent Retirement. 

G. Real Estate Opportunities 
J. NEPC Work Plan 

These items were postponed until future meetings. 

STAFF COMMENTS 

None 

RETIREMENT BOARD COMMENTS 

None 

ATTORNEYS' REPORT 

None 

ADJOURNMENT 

MOTION: WILLIAMS/WILLIS to adjourn (5-0-0-0) 

The meeting adjourned at 12:30 PM 
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