
ROLL CALL 

Minutes 
Meeting of the 

AC TRANSIT RETIREMENT BOARD 
February 22, 2016 

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

Staff Report 16-084 

Members Present: Sue Lee, Davis Riemer, and 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; 
Elisabeth West, AC Transit Human Resources Manager; Carolyn Smith and Kevin 
Novak, NEPC; Stephanie Lord, Loomis, Sayles. 

PUBLIC COMMENTS 

None 

CONSENT CALENDAR 

Chair Lewis asked for a couple of editorial changes in the minutes. 

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

Ayes: 

Noes: 
Abstain: 
Absent: 

APPROVED 

Members Lee, Riemer, and Willis, Vice Chair Williams, and Chair Lewis 
-- 5 
None 
None 
None 

A. Approval of Minutes for January 7, 2016 

With the editorial revisions noted above. 

APPROVED 
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B. Approval of Financials for December 2015 

APPROVED 

C. Approval oflnvoices for $344,279.87 

APPROVED 

D. Approval of Retirements for March 2016 

I. Richard Chu 
2. James Cornelious 
3. Guy Greenwood 
4. John Schulte 
5. Victoria Wake 
6. Gregory Daniels 
7. James Jones 

APPROVED 

REGULAR CALENDAR 

40943 
32495 
40317 
41092 
41296 

1184- Term Vested 
959- Term Vested 

E. Approval of Retirements for March 2016 with conditions, if any. 

I. Llewelyn Keller #41293 Completion of Benefit Option by 2/29. 
2. Lloyd Oubre #31908 No conditions 

Priscilla Wade #32720 Completion of Benefit Option by 2/29. 
MOTION: WILLIAMS/RIEMER to approve retirements of Mr. Keller and Ms. Wade. 
No holdback was necessary for Mr. Oubre, because he had not had any contact with his 
spouse for a long time and he indemnified the Retirement Fund against a court judgment 
in favor of his wife. 

The Board congratulated James Jones for 31 years of service. 

(Carolyn Smith and Kevin Novak, NEPC, joined the discussion of agenda items F 
through M) 

(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.) 

F. Asset Allocation and Investment Manager Update 
H. 2015 Investment Performance 

Carolyn referred to the NEPC Investment Performance Report (Flash Report) through 
January 2016, included in the Board Package. She said that Emerging Market 
equities declined less than other non-US equities. Turning to results for the 
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Retirement Plan, Carolyn noted that during January, Emerging Market equity 
managers lost 5.9%, outperforming total equity and developed market equities. Sands 
(large cap domestic capital manager) performed especially poorly, declining 11. 7%, 
compared with its benchmark, which lost 5.6%. Kevin pointed out that Sands has a 
very concentrated portfolio, and volatile results. Since inception, (August 2012) it 
gained 12.2%. Carolyn attributed Loomis Sayles decline of 0.5% to high yield 
exposure. 

Hugo remarked that in the case of fixed income securities, when liquidity is needed 
most, it is not there, and buyers are not available. Sales of bonds may occur when 
sellers want their money back or insurance companies are required to sell bonds when 
they fall below investment grade. In response to a question, Carolyn told the Board 
that she did not recommend reconsideration of their investment in Loomis Sayles due 
to the change in the regulatory environment. 

Kevin referred to NEPC's 4th quarter 2015 Performance Analysis, included in the 
Board Package. Overall, the Plan gained 2.4% in the 4th quarter, but lost 0.3% for the 
year as a whole. Kevin remarked that during 2015 active managers had matched their 
benchmarks. Global equities rebounded in the 4th quarter, but returns were still 
negative, due to concerns regarding economic growth overseas, and the drop in oil 
prices. Large cap returns exceeded small cap. Hugo reminded the Board that equity 
markets on average would decline in about one of every four years. He reminded the 
Board that an investment return near 0% means underperformance of the assumed 
rate of return by 7.25%. 

Kevin noted that equity valuations were near or even above their historical norms, 
having recovered since 2007-2008. When valuations reach this level, NEPC 
recommends moving investments into assets which have not fared well, such as 
international equities. Carolyn and Board Members agreed that the Retirement Funds 
has a long-term perspective and does not time the market. 

Hugo distributed the January 2016 allocation spreadsheets, including adjustments to 
the targets related to funding Park Square Private Debt investment, and needed trades. 
He proposed moving $11 million from SSgA fixed income index fund to international 
equity ($7 million) and emerging market equity ($4million). In addition, $4 million 
will be moved to Park Square Private Debt fund. Finally, after the March meeting 
Hugo will move $3 million from small cap to large cap domestic equities. 

The Board endorsed Hugo's plans, and expressed their belief that he has the authority 
to rebalance the investments as needed. 

Chair Lewis called a recess at I 0:07 AM 
The meeting reconvened at 10:15 AM 

T. Retirement System Manager Report: 
7. District Loan Proposal 
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Hugo recalled that the District Board had discussed a potential loan from the 
Retirement Fund for the Trans-Bay Terminal, and the he had provided an estimate 
of the cost to the Retirement system to research the proposal. Director Peeples 
reported that the District Board would discuss the loan proposal at its next 
meeting. Chair Lewis said that the Retirement Board would discuss any proposal 
referred by the District Board. 

Director Peeples addressed the question of possible outstanding financial issues 
stemming from the 1992 Settlement Agreement regarding District contributions. 
He assured the Board that Proposition 162 (the Pension Protection Act), had 
resolved the question of the settlement, and all back contributions were paid. 

I. Update on Brookfield Non-Core Real Estate Manager 

Hugo recalled the history of the Board's consideration of an investment in 
Brookfield's Non-Core Real Estate fund. Initially, outside Counsel Tom Hickey had 
voiced concerns with the contract, but after several discussions with Brookfield, Tom 
was comfortable with the side letter and recommended that from a legal standpoint 
the Board enter into the Brookfield investment Although the Board did not get 
everything it wanted, there had been significant progress in the assured information 
flow and oversight and the major issues Tom was concerned with were resolved to his 
satisfaction. Carolyn told the Board that NEPC continues to support this investment. 

MOTION: RIEMER/WILLIAMS to direct staff to proceed with the investment in 
Brookfield and to sign the contract. ( 4-1-0-0) Member Lee, continued to oppose this 
investment as too risky, citing the issues raised by Tom Hickey's and the Orange 
County Pension fund's decision not to invest in Brookfield. 

J. Active and Passive Discussion 

The Board agreed to postpone this topic. 

(Stephanie Lord of Loomis, Sayles joined the discussion of Agenda Item K.) 

K. Fixed Income Portfolio Presentation by Loomis, Sayles 

Stephanie Lord of Loomis, Sayles gave a 40 minute presentation to the Board on her 
firm's executive changes, investment results, and the economic environment 
surrounding these results. She also answered questions posed by Board members. 

Stephanie told the Board that her firm's CEO retired last June. The transition was 
seamless, with long-term employees moved up to new jobs. Loomis, Sayles added 
macro and quantitative research staff. 

Stephanie stressed that this is a challenging period for Loomis, Sayles. The 
Retirement Fund's Loomis, Sayles portfolio lost 2.9% during 2015, and 0.5% during 
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January 2016. The unfavorable results stemmed from its exposure to the energy 
sector (which is greater than the benchmark) and a serious decline in liquidity. 
Dealers no longer make markets as readily and bonds are not as available to trade. 
Stephanie characterized these developments as the unintended consequences of 
regulatory changes under Dodd-Frank Wall Street Reform and consumer Protection 
Act of 2010. From a longer perspective, Loomis, Sayles portfolio's returns were 
virtually the same as its benchmark's over the last three years. Stephanie anticipates 
more favorable results in 2016. 

Turning to the oil market, and geo-political factors, Stephanie noted that 
technological advances in the US had resulted in an increase in the supply of oil, and 
a deep decline it its price. The Saudis want to hold on to their market share, so they 
have not cut production. Because it is possible to bring oil wells into production 
more quickly with new technology, she believes that producers will reduce output and 
the price will rise by the end of the year. China's growth has slowed, but the 
economic outlook is good. The economy has moved from manufacturing to service 
industries and consumption. Car sales have grown rapidly. 

The Board thanked Stephanie for her presentation. 

I. Growth vs. Value Investment Presentation 

The Board continued its discussion of growth vs. value investment, begun at the 
January 2016 meeting. Carolyn reminded the Board that the AC Transit domestic 
equity portfolio was designed to include the following allocation: large cap: 1/3 each 
to core, value and growth; and small cap to an active core manager. However, the 
current allocation has a slight growth tilt due to manager selection, index construction 
methodology and market movement. This could be corrected by moving funds from 
the growth index to a core, or value index. 

Carolyn referred to NEPC's Investment Style Discussion, included in the Board 
Package. She reviewed the comparison of AC Transit's portfolio with the Russell 
3000 index, and a chart displaying our managers along the growth/value continuum, 
and by size. She noted that Sands is a very growth-oriented manager and will 
continue to display a growth tilt. On the other hand, Dodge & Cox, our value 
manager is closer to a core manager than is Sands. Historically this has been the case 
but it is especially true now. 

Carolyn told the Board that it makes sense to be neutral, and that the reasoning 
underlying another choice should be clear and well documented. Board members 
commented on their preferred orientation. Member Riemer said that he believes that 
the Plan should be tilted to value, while Member Lee preferred a neutral position. 
Hugo suggested that NEPC provide information on the impact of shifting funds to a 
core or value index on the portfolio's return. He thought it was important that the 
Board have the figures showing the result in basis point returns to the total fund of the 
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Board before adopting a tilt or making a change to its current allocation. NEPC was 
to provide these figures at the next meeting. 

L. NEPC Work Plan for 2016 

The Board agreed to continue the discussion of growth vs value at the March 
meeting. The impact of the energy sector was added to the Work Plan. Accordingly, 
the discussion of active vs. passive investment was postponed. 

M. Calendar for 2016 

The Board rescheduled the March meeting for Wednesday, March 23. 

Chair Lewis called a recess at Noon 

The meeting reconvened at 12: 10 PM 

(Elisabeth West, Human Resources Manager, joined the discussion of Agenda Item P.) 

P. Department Staffing 

Hugo referred to his memorandum, which presented his Department Staffing Plan to 
address the continuing heavy workload and succession planning, included in the 
Board Package. The memorandum spelled out the advantages associated with hiring 
an analyst: providing back-up to staff; allowing staff to catch up on backlogged 
work; providing succession planning; and freeing his time to address complex 
investment issues, and longer-term planning. It also summarized the functions of the 
three current positions, and laid out the short-and-long-term steps required to 
implement the plan. 

Hugo and Lis explained the process of hiring a temporary and permanent employee 
into a new position. The Board directed Hugo to consult with the leadership of 
AFSCME (the union representing the position) to ensure conformance with the 
bargaining agreement, and to bring the job description to the Board. 

MOTION: RIEMER/WILLIAMS to authorize Hugo to move forward with his plan to 
hire a temporary staff member and to create and fill a full-time, permanent position, in 
consultation with AFSCME. (5-0-0-0) 

(Member Lee left the meeting at this point.) 

0. Review ofCheiron 

Hugo recalled that he had agreed to initiate a review of the Board's service providers. 
The first review addressed Cheiron's actuarial services. Hugo referred to the material 
in the Board Package, which summarized the services that Cheiron provides, the 

6 

6 of 86 of 8



AC Transit Retirement Board 
February 22, 2016 

history of the services, the cost, and an evaluation by the Retirement System 
Manager. 

Board Members expressed their evaluations of Cheiron's work - primarily services 
by Bob McCrory. They found Bob's presentations well done, interesting, and clear to 
an audience of non-actuaries. The Board was well satisfied with Cheiron's work. 

Hugo agreed to provide the Board with a comparison with other systems' costs for 
actuarial services. He and Counsel Richeda will also review the terms of the contract. 

N. PEPRA Update 

Hugo told the Board that he and Counsel Richeda had met with District Counsel 
Denise Standridge regarding an amendment to the Retirement Plan addressing 
retirement benefits for newly-hired unrepresented employees. Under District Board 
Policy 170 (the procedure for reviewing amendments to the AC Transit Retirement 
Plan) the amendment will be submitted to the Retirement Board after review by the 
bargaining parties. 

Q. Semi-Annual Report Topics 

Hugo discussed potential topics for the first 2016 Semi-Annual Report to the District 
Board with the Retirement Board. He said that the report will cover 2015 investment 
results, as well as department staffing. Chair Lewis asked that the report stress the 
long-term perspective of the Plan's investments. 

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

Hugo told the Board that he would be meeting with ATV Local 192 Counsel Shawn 
Groff on this question every two weeks and that they were making progress. 

S. Hearing Officer Update 

Hugo told the Board that the District and the bargaining parties had agreed on four 
additional hearing officers - for a total of five, as required, to hear appeals of 
decisions by the Retirement Board. 

T. Retirement System Manager Report ( continued) 
I. 1099's 

The 1099Rs were mailed before the end of January, as required. 
2. Form 700 

Due date is the end of March. 
3. Benefit Roundtable February 5, 2016 Burbank 

MOTION: RIEMER/WILLIAMS the Board approved payment of Adelle's expenses 
for the Benefits Roundtable. ( 4-0-0-1) Member Lee was absent. 
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RETIREMENT BOARD COMMENTS 

None 

ATTORNEYS'REPORT 

None 

ADJOURNMENT 

MOTION: RIEMER/LEE to adjourn (5-0-0-0) 

The meeting adjourned at I :44 PM 
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