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ROLLCALL 

Approved Minutes 
Meeting of the 

AC TRANSIT RETIREMENT BOARD 
September 10, 2015 

Chair Jeffrey Lewis called the meeting to order at 9:03 AM 

Staff Report 15-241 

Members Present: Sue Lee, Davis Riemer, Joyce Willis, Vice Chair Yvonne 
Williams, and Chair Jeffrey Lewis 

Absent at Roll Call: Sue Lee 
Members Absent: 

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, AC Transit General Counsel; James Pachen, AC Transit Interim 
Chief Financial Officer; Bob McCrory (by phone), and Graham Schmidt, Cheiron; 
Carolyn Smith and Kevin Novak, NEPC; Dan Ryan and Jeff Brown, Parametric/Eaton 
Vance. 

PUBLIC COMMENTS 

None 

CONSENT CALENDAR 

Chair Lewis pointed out a few typos in the minutes. 

MOTION: WILLIAMS/WILLIS to adopt the Consent Calendar with the 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 August 5, 2015 

APPROVED 

B. Approval of Financials for July 2015 
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APPROVED 

C. Approval oflnvoices in the Amount of$174,550.85 

APPROVED 

D. Approval of Retirements for October 2015 

I. Willie Amos 
2. David Wade 
3. Roxann Watkins 
4. Ronnie Fuller 

APPROVED 

REGULAR CALENDAR 

30209 
31484 
40801 
32655- Term Vested 

Hugo reviewed the order of the agenda, including agenda items to be taken out of order. 

E. (CLOSED SESSION) 

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

(RESUME OPEN SESSION) 

Hugo told the Board the Closed Session would continue later in the meeting, with regard 
to disability applications and anticipated litigation. 

(Graham Schmidt, Cheiron, and James Pachen, AC Transit Interim Chief Financial 
Officer joined the discussion of Agenda items F through H. Bob McCrory, Cheiron, 
joined the discussion by phone.) 

F. 2015 Actuarial Cost Letter and Valuation 
G. Experience Study 
H. Rate of Return and Inflation Assumption for 20 15 Actuarial Valuation 

Hugo summarized the presentation by Cheiron, and the Board discussion at previous 
meetings regarding the cost letter, valuation and experience study. He recalled that 
the cost, at about $40 million had shown little change before incorporation of 
assumption changes, particularly the updated mortality assumptions. These changes 
raised the cost to $4 7 million. 

Graham addressed the changes in assumptions that the Board had asked about at the 
August meeting. The first was the IRS 415 limits of pension benefits. The limits for 
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private plans had been applied in previous years. The AC Transit Plan limitation is 
below the public plan assumptions -- because it limits the benefit to 100% of earnings 
-- but still above those of private plans. Recognition of the 100% limit reduced the 
cost by $100 thousand. 

Turning to retirement rates by years of service, Graham told the Board that Chieron 
found that at all ages, employees with at least 20 years of service had higher 
retirement rates than those with less service. He added that this result is logical. 

Chieron also provided the valuation results with a two-year phase-in of a portion of 
the contribution increase. With this phase in the contribution would be reduced from 
$47.1 to $46.6 million. 

Finally, Graham reported on the results of applying the investment return assumptions 
used by a number of consultants to AC Transit's portfolio. He concluded that AC 
Transit's expected return of 7.25% is in line with other consultants. However, 
Cheiron recommends consideration of a reduction of expected return to 7.0%, and 
reconsideration of this assumption each year. 

Member Riemer noted that the funded ratio is about 65% and asked what would cause 
a decline to the 58% required to fund inactive members. Hugo described the 
calculation required to determine this. 

MOTION: RIEMER/WILLIS to approve the assumptions included in the Chieron 
cost estimates. 5-0-0-0 
MOTION: RIEMER/WILLIS to approve a two-year phase in of a portion of the 
increase in the District's contribution. 

The Board accepted Cheiron's January 2015 Cost Letter and Experience Study. 

(Several Agenda Items were taken out of order to accommodate outside presenters 
and allow non-Board members to join in the discussion of selected items.) 

(Denise Standridge, AC Transit General Counsel, joined the discussion of Agenda items 
S through U .) 

A. PEPRA Update 

Director Peeples discussed the political background associated with the dispute over 
PEPRA, which remains unresolved. The District Court ordered the Department of 
Labor to reconsider how it determines the grant issues. He noted that it could take 
several years before there would be a ruling by the district and appeals court and even 
longer if it goes to the Supreme Court. He cited the uncertainty of grant funding in 
this environment, particularly funding for bus purchases. AC Transit may be the only 
public entity that has not implemented PEPRA. 
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S. District Board Action to Include Provision for Classic Members in Plan Amendment 

District Counsel Standridge referred to her memorandum to the District Board 
regarding the definition of classic retirement plan members and their inclusion in the 
AC Transit Employees Plan (Tier I). Under the proposed amendment, a classic 
member is one who became a member of the AC Transit Retirement System before 
January I, 2015, or was a member of another California retirement system before 
January I, 2013, and had a break in service of less than (6) six months before joining 
the AC Transit Retirement System. The issue of PEPRA mentioning the need for 
reciprocity as opposed to the lack of this language in the proposed draft amendment 
was discussed. The anticipated change would better position the District to attract 
quality candidates from other public agencies. District Counsel Standridge added that 
the District is exploring the issue of reciprocity with CalPERS. Hugo mentioned that 
he and Counsel Richeda had reviewed the amendment as required during the early 
stages of District Board Policy 170. 

U. Retirement Plan for New Employees 

Hugo said that he would continue to provide new employees with general information 
regarding AC Transit's defined benefit plan. He mentioned that he describes how 
defined benefit plans work without going into specifics that pertain to AC Transit. He 
does briefly discuss the issues pertaining to the implementation or non
implementation of PEPRA. 

R. Joint Meeting with District Board 

Hugo told the Board that the District had asked to schedule the joint meeting on 
October 21 from I PM to 3 PM -- earlier than had been anticipated at the August 
meeting. He referred to the draft agenda. Since the Board will not have a chance to 
discuss the agenda at another meeting, he asked Board Members to provide their 
input to him. Hugo will consult with Chair Lewis and Vice Chair Williams regarding 
any significant changes to the final agenda. 

W. Proposal for Fee Increase from Russ Richeda 

Counsel Richeda recused himself from this discussion. 

Hugo referred to his memorandum summarizing Counsel Richeda's request for an 
increase in his retainer paid to Saltzman and Johnson. Counsel Richeda is requesting 
an increase from $5,300 to $6,300 per month, effective October 2015, and an 
increase in his hourly rates, and those of other Saltzman and Johnson staff in 2015 
and in 2016. Hugo characterized these rates as reasonable for an attorney with 
Counsel Richeda' s experience in retirement issues. He added that District Counsel 
Standridge confirmed the reasonableness of the hourly rates. Chair Lewis supported 
the proposal because Counsel Richeda does good work and his rates are relatively 
low. 

4 



57

AC Transit Retirement Board 
September 10, 2015 

Hugo told the Board that work beyond the retainer includes hearings, plan 
amendments and agreed-upon special assignments. 

MOTION: RIEMER/WILLIAMS to renew Saltzman and Johnson's contact and enter 
into an agreement to increase Counsel Richeda's monthly retainer to $6,300, effective 
October 2015. Hourly rates will be increased in two phases. 5-0-0-0 

Chair Lewis called a recess at II :23 AM 

The meeting reconvened at II :47 AM 

J. Asset Allocation and Investment Manager Update 

Hugo told the Board that markets had been volatile and returns had been negative. 
The Plan lost about 2% over the prior year - 9% below the expected results. 

(Carolyn Smith and Kevin Novak of NEPC joined the discussion of Agenda items K 
through Q.) 

K. Non-Core Real Estate Managers- Crow Holdings and Brookfield 
L. Next Step(s) in Non-Core Real Estate Search 

Hugo recalled that representatives of both Crow and Brookfield had made 
presentations to the Board in August. The Board agreed to continue the discussion, 
with the possibility of a decision, in September. They asked NEPC to provide a 
comparison of the two managers. 

Carolyn referred to NEPC's material on Non-Core Real Estate Opportunities, 
included in the Board Package. She reviewed the comparison of the two funds. 

Brookfield 
Target Fund size 
Sponsor's investment 
Capital raised 
Investment period 

4 years from 
Fund Term 
Expected Final Close 
Average deal 
Geographic focus 

Maximum leverage 
Target net return 

$7 billion 
$2 billion 
$4.1 billion 

final close 

Crow 
$1-1.5 billion 
$100 million 
$966 million 

initial close 
I 0 years with two possible one-year extensions 
Late 2015 November 2015 
$700 million $50 million 
50/50 US/other US 
Europe, Brazil, 
Australia 
70% 
16% 

65% 
10-11% 
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Properties 
Fees 

More distressed requiring fixing up 
very similar; fees are paid on commitment so initial returns 
could be negative 

Member Riemer asked if the funded ratio should affect the Board's thinking on non
core real estate. Carolyn replied that real estate is a diversifier, and this is a small part 
of the Plan's investment. 

Kevin noted that Brookfield has a construction arm, which could perform major 
repairs. The Board discussed the two funds and their preferences. 

MOTION: WILLIAMS/RIEMER to explore investing in Brookfield Non-Core 
Real Estate fund, subject to review of the contract by Counsel Richeda and outside 
counsel Tom Hickey. (4-1-0-0) Member Lee voted no because she preferred Crow, 
the lower-risk alternative. 

M. Retention ofT om Hickey to Review Real Estate Documents 

Hugo told the Board that Tom Hickey had not worked with Brookfield before, so his 
review could require more time than earlier reviews. 

MOTION: WILLIAMS/RIEMER to retain outside counsel Tom Hickey to review 
the Brookfield contract for up to $8,500. (5-0-0-0) 

I. Approval of Retirements for September and October 2015 

I. 

2. 
3. 

4. 

5. 
6. 

7. 

David Bailey 

Clarence Johnson 
Duane Mayfield 

Stephen McAlister 

Gerald McClain 
Charles McGhee 

Bordenave Hope 

#80964 (September) Hold back estimated amount 
pending completion of Domestic Relations Order with 
his former spouse 
#41783 (September) 
#31 008 (October) Hold back estimated amount 
pending completion of Domestic Relations Order with 
his former spouse 
#31 060 (October) Hold back an amount per month 
until Ms. McAlister signs the benefit option form. 
#41368 (October) Payments retroactive to September. 
#30937 (October) Completion of the Benefit option 
form by the end of September. 
#32655 (October)- Term Vested Completion of 
Benefit option form by the end of September. 

MOTION: WILLIAMS/RIEMER to approve the seven retirement applications listed 
above with the conditions as noted. (5-0-0-0) 

The Board congratulated David Bailey for 41 years of service, Willie Amos for 32 
years of service and Duane Mayfield for 25 years of service. 
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(Jeff Brown and Dan Ryan of Parametric joined the discussion of Agenda item N.) 

N. Presentation by Parametric on Emerging Market Fund 

Carolyn pointed out that Parametric/Eaton Vance, an emerging markets equity fund, 
has trailed the MSCI benchmark with negative returns over the last year, but the 
picture has improved in recent months. Parametric has outperformed since the Plan's 
initial investment in November 2011. 

Carolyn introduced portfolio manager, Jeff Brown and Relationship Manager Dan 
Ryan. Jeff told the Board that Parametric practices thoughtful exposure through 
portfolio construction and has no fundamental views. They believe that the MSCI 
index is too concentrated, with 80% invested in eight countries. Parametric divides 
emerging economies into four tiers, giving each country an equal weight. They 
rebalance when a country becomes over weight. Transaction costs are about 2% 
when they move funds. Hugo mentioned that the Board should have expected 
Parametric to underperform the index when countries such as China are doing well. 
This is in fact what occurred earlier in the year. Once China started to do poorly 
Parametric began to outperform the market. 

Jeff referred to a table of performance attribution during 2015, which showed Korea 
with the most positive results and China the most negative. 

(Chair Lewis left the meeting at this point.) 

0. UNITE HERE and UBS 

Hugo referred to the letter from UBS responding to the Board's letter stating its 
concerns regarding UBS' lack of substantive response or actions to support labor 
peace. He told the Board that the response was pretty good. Counsel Richeda noted 
that the union had filed for a NLRB election, which may resolve some issues. He 
added that UBS included specifics in its response, such as the identity of the firm 
providing advice on labor issues. Vice Chair Williams stated that the issue is the 
treatment of workers, and suggested that the Board await the outcome of the election. 
The Board accepted that suggestion. 

P. NEPC Work Plan 

The October plan includes information from Tom Hickey regarding Brookfield, and a 
discussion of growth vs. value. Member Riemer agreed to provide charts to Carolyn. 
The Board will also review Carolyn's presentation for the Joint Meeting. The 
discussion of active vs. passive managers will take place at a later meeting. 

Q. Calendar for 2015 
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There were no changes to the calendar. 

V. Tax Determination Letter Update 

The letter has been signed by the interim General Manager. 

X. Pension Benefit Calculations for Former Union Officers (Gardner) 

This time-consuming task is still under way. 

Y. Benefit Statement Letter and Benefit Statements 

The letter was included in the Board Package, along with an indication of the 
revisions made in response to Board comments, and a schedule of the November 16-
20 drop-in meetings at AC Transit sites. 

Z. Hear Officer Updates 

A TU and the District are working on identification of new hearing officers. 

A. Retirement System Manager Report: 
I. Hiring of Michael Hursh as General Manager of AC Transit. 

Hugo referred to a press release regarding the new General Manager, effective 
September 21, 2015. 

2. Pension Issues in the News 
I. Daniel Bornstein Column- Kamala Harris is Right on Chuck Reed's Pension 

Initiative 
2. Letter From CALPERS CEO to Assembly Member Bonita on the Chuck Reed 

Initiative 
3. Article on Coal Divestment 

E. (CLOSED SESSION--CONTINUED) 
I) Matters Relating to Personnel: Disability Applicants' and Disability Retirees' 

Medical Records (Government Code Section 54957; 65 Ops. Cal. Atty. Gen. 
412 (1982) 
a. Arsenia Legaspi -Total and Permanent Disability 
b. Ray Dunhams- Total and Permanent Disability 
c. Terence Chrisman- Total and Permanent Disability 
d. Kelvyn Johnson- Occupational Disability 
e. Michael Jefferson- Total and Permanent Disability 
f. Lua Lane!!- Occupational Disability 
g. Bridjet Toles- Total and Permanent Disability 
h. Linda Young- Total and Permanent Disability 
1. Angelia Wells - Occupational Disability 

2) Matters Relating to Pending or Threatened Litigation 

8 



61

AC Transit Retirement Board 
September 10, 2015 

a. Conference with Legal Counsel- (Government Code Section 54956.9(a)): 
1) Pension Calculations for James Gardner and Other Former Union 

Officers 
2) Appeal of Denial of Total and Permanent Disability for Aubrey 

Johnson 

3) Conference with Legal Counsel-Anticipated Litigation. Initiation of Litigation 
Pursuant to Government Code section 54956.9(d)(4): 1 Potential Case. 

Counsel Richeda reported: 

a. E) l )g Bridjet Toles- Total and Permanent Disability Retirement 

The Board unanimously awarded Bridjet Toles Occupational Disability 
Retirement effective June 2015, and left open her application for Total 
and Permanent Disability. 

b. E)!)! Angelia Wells- Occupation Disability Retirement 

The Board unanimously approved Angelia Wells' application for 
Occupational Disability Retirement effective August 2015. 

(RESUME OPEN SESSION) 

STAFF COMMENTS 

None 

RETIREMENT BOARD COMMENTS 

None 

ATTORNEYS' REPORT 

None 

ADJOURNMENT 

MOTION: RIEMER/LEE to adjourn (4-0-0-1) 

The meeting adjourned at 1:40 PM 
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