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ROLL CALL 

Approved Minutes 
Meeting of the 

AC TRANSIT RETIREMENT BOARD 
May 12, 2016 

Chair Jeffrey Lewis called the meeting to order at 9:02 AM 

Staff Report 16-159 

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

Absent at Roll Call: None 
Members Absent: Joyce Willis 

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; 
Claudia Allen, AC Transit Chief Financial Officer; Carolyn Smith, NEPC. 

PUBLIC COMMENTS 

None 

CONSENT CALENDAR 

Member Riemer and Chair Lewis asked for a couple of revisions to the minutes 

MOTION: WILLIAMS/RIEMER to adopt the Consent Calendar with the revisions 
noted above. ( 4-0-0-1) 

Ayes: 
Noes: 
Abstain: 
Absent: 

APPROVED 

Members Lee, Riemer, and Vice Chair Williams, and Chair Lewis -- 4 
None 
None 
Member Joyce Willis -- 1 

A. Approval of Minutes for April, 2016 

With the revisions noted above. 

APPROVED 

B. Approval of Financials for March 2016 
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APPROVED 

C. Approval oflnvoices for $231,299.51 

APPROVED 

D. Approval of Retirements for June 2016 

I. Rose Ball 
2. Archie Barnes 
3. Randolph Beasley 
4. Dennis Blake 
5. Mathew Bullock 
6. Manuel Gomez 
7. Sakko Oudynarath 

APPROVED 

REGULAR CALENDAR 

31445 
31092 
32658 
32564 
40721 
30407 
40664 

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

I. David Anabo 
2. Pamela Guess 
3. Y emane Kiflegiorgis 

32886 (May) 
2013 (May) 

30771 (Rescind May Retirement) 

MOTION: WILLIS/RIEMER to approve the two retirements listed above with the 
conditions, if any, and rescind approval ofYemane Kiflegiorgis for May 2016. (4-0-0-1) 

The Board congratulated Pamela Guess for 36 years of service; Manuel Gomes for 31 
years of service; Archie Barnes, and Sakko Oudynarath for 25 years of service. 

Hugo requested that Director Peeples share the story he had shared the prior night at the 
District Board meeting. Director Peeples told the Board that he had been on the bus, 
when a driver helped a little child, who was out without any supervision. The child, who 
was autistic, told the driver that he was "going to San Francisco." The AC driver helped 
the child get on the bus and with the help of the Sheriffs office reunited the boy with his 
frantic parents. They were delighted, as was the child who is a great fan of AC Transit. 
The incident received coverage in the local media. 

(Carolyn Smith joined the Board for Agenda Items F through K.) 

F. Asset Allocation and Investment Manager Update 

Hugo referred to an email from Jack Coan, Investec, responding to Board questions 
arising from Investec' s presentation at the April Board meeting. The questions 
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centered on the relative performance of Investee's LLC fund (AC Transit's 
investment) and SICAV fund, and Investee's currency trading. Jack told the Board 
that through March 2016 the YTD returns were identical. The lower return for the 
LLC fund since the July 2015 inception was due to the timing of asset flows and 
market volatility. Jack also provided examples to show the separation of bond and 
currency decisions. One example involved adding currency FX exposure without 
purchasing any bonds. The Board focused on this example. The source of the 
Investec funds in the fund we are invested in was also discussed. 

Board members said that they were not aware that the fund was investing in currency, 
and added that this example raises the question of investing in something that you 
don't understand. Carolyn responded that all bond managers outside the US take 
positions in currency. 

Hugo suggested that ifthere are real questions, the Board should invite Investec back. 
Director Riemer discussed the Board's understanding of the Investec portfolio and if 
we should be investing in things that are not well understood by the Board. Hugo 
added that very few people understand the details of what is in a fixed-income 
portfolio. 
Member Lee expected that the LLC fund would have higher returns than the SIV AC 
fund as a result of the fee differential. Carolyn responded that cash flows and 
volatility could make a difference. 

Chair Lewis asked for information on the dollar and percentage of currency trades 
without any securities purchases, and suggested that Hugo and Carolyn monitor the 
differential in returns between the LLC and SIV AC funds over the next year. 
He concluded that the Board needs to have sufficient understanding of potential 
investments and their risks, and to speak up if members do not understand. 

F. Quarterly Investment Report 

Carolyn distributed the NEPC Investment Performance Report (Flash Report) through 
April 2016. The fund gained 1.3% in April, and 2.5% for the first four months of the 
year, but was down 1.5% for the last year. She told the Board that active managers 
had a negative impact. Large cap domestic equity underperformed the benchmark 
year to date, and during the last year. Emerging market managers gained 6.9% year
to-date, but lost 13.5% over the last year. Fixed-income managers gained 4.8% year
to-date and 2.2% during the last year. High yield fixed-income investments have not 
done as well. 

Turning to the quarterly report, Carolyn noted that there was nothing to report under 
due diligence - an unusual situation. During the first quarter, large cap equity 
detracted from relative performance. This was especially true of Sands, which lost 
9.6% and trailed the benchmark by over 10%, with weakness in information 
technology. Carolyn characterized the market as "difficult.' 
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Chair Lewis asked when the Board should re-evaluate Sands. Carolyn recommended 
a period of five years because of the concentrated portfolio. She added that if the 
Board's time horizon is short, perhaps it should not have active managers. Member 
Riemer pointed out that five years would be August of 2017. Chair Lewis asked 
Hugo what he would do with the SANDS portfolio. He said part of the answer is 
dependent on what the Board would do with the funds. Would they index it or select 
another active manager? He suggested waiting until near the completion of the 5-year 
period and then determining if NEPC and the Board have been successful in selecting 
active managers that outperform the index. If the process of selecting active managers 
is found to be effective he would continue to look for active managers. If it is found 
that the process of selecting active managers has not worked he would terminate 
SANDS and index the funds. 

Chair Lewis called a recess at 10:47 AM 

The meeting reconvened at 11: 04 AM 

G. ESG (Environmental, Social and Governance) Investments - Introductory Information 

Hugo introduced the discussion of ESG investments, noting that Chair Lewis had 
suggested that the Board look into this type of investment. Hugo added that ESG 
investments had been in the news with CalPERS revisiting its decision to divest 
holdings of tobacco companies. 

Carolyn referred to the NEPC material on Impact Investing, included in the Board 
Package. She defined Impact Investing as investment focus with goals beyond 
financial return. These factors include environmental, mission related (such as faith
based), sustainable, community and program related (such as health-related). ESG 
investment began with a faith-based focus, which screened out certain categories of 
investments. More recently, ESG added positive screens, proxy-voting, company 
dialogues and public policy work. Carolyn referred to a list of our managers, who 
have signed on to Principles for Responsible Investment (PRI). However, there is no 
review of what the signatories have done to implement the principles. Chair Lewis 
asked how managers apply the principles. 

The Board discussed the importance of ESG issues and the impact on financial 
performance. Member Lee stressed the Board's responsibility to pay current and 
future participants in the Plan, which requires the highest return on investment. Chair 
Lewis agreed, adding that the ESG criteria should be applied, only if all other things 
are equal. Hugo noted the importance of addressing ESG issues should be balanced 
with the work it places on staff and also on the time the Board devotes to the issue 
and the opportunity cost of the time the Board spends on ESG matters. 

Carolyn agreed to draft a list of questions to ask our managers. Counsel Richeda 
suggested that we ask CalPERS if/how we could instruct active funds. Member 
Riemer asked if we should stop delegating proxy votes to managers. 
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Chair Lewis called a recess at 11 :50 AM 

The meeting reconvened at 11: 5 8 AM 

H. Investment Priorities Memo 

Carolyn referred to the NEPC May 5, 2016 memo on "Board Work Plan." She 
recommended that NEPC undertake an Asset/Liability study, projecting liabilities out 
IO years into the future and looking at assets as part of a liquidity analysis. She noted 
that acquisition of illiquid assets was a recent development at AC Transit. Carolyn 
also provided a list of potential additional assets for the Board to consider, including: 

• Private equity 
• Increase the allocation to Real Estate (but not above I 0% of assets) 
• Private real assets; and 
• Hedge funds. 

These involve locking up capital with the expectation of a higher return. 

Hugo inquired if the Board was interested in spending time revisiting some of our 
current investments and examining the investment risks in these investments. 

The Board discussed their interest in an Asset/Liability study. They agreed to have 
Carolyn perform an Asset/Liability study, and to factor in alternate targets to include 
new asset classes. Hugo mentioned his view of some of the major weaknesses of 
Asset/Liability studies. He pointed out that NEPC does not charge for conducting an 
AIL study. 

I. NEPC Work Plan for 2016 

The Board should address the investment policy update in July or July. Based on the 
Investec discussion, Hugo suggested that the work plan include the current portfolio 
and how well staff and the consultants understand them. 

J. Calendar for 2016 

Hugo reported that the District Board proposed scheduling the Joint Meeting for 
Wednesday October 19. Hugo suggested moving the Retirement Board meeting to 
the morning of October 19. He will check with Joyce, regarding her availability, 
coordinate with AC Transit Board Secretary Linda Nemeroff and inform the Board of 
the result. 

Hugo told the Board that it might need a quick meeting, about mid-June, to approve 
the Financials, prior to submission of the State Controller's Report. He will send an 
email to the Board regarding a potential date. 
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The August Board meeting ( on August 25) will begin at noon, rather than 9 AM. 
Hugo will send out an email when this plan is finalized. 

(Several Agenda items were taken out of order during the remainder of the meeting.) 

M. Plan Restatement 

Hugo told the Board that Counsel Richeda, and Saltzman and Johnson staff, 
drafted a consolidated Retirement Plan, including the amendments since 2006. 
Staff plans to use this plan when there is a need to research Plan issues. Staff will 
also look at the original amendments to make sure the redraft accurately 
incorporates these amendments. Hugo reiterated that the goal of the redraft is not 
to make any changes to the Plan document other than incorporating the numerous 
amendments into the document. 

L. Department Staffing Update 

The new job description for Retirement System Analyst was approved by the 
District Board. Staff is discussing recruitment. 

P. (CLOSED SESSION) 
1) 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. Terence Chrisman - Total and Permanent Disability 
c. Michael Jefferson - Total and Permanent Disability 
d. Lanell Lua - Occupational Disability 
e. Linda Young - Total and Permanent Disability 
f. Bernard Ellis - Total and Permanent Disability 
g. James Cornelious - Total and Permanent Disability 
h. Reginald Wilson - Total and Permanent Disability 
1. Priscilla Wade - Total and Permanent Disability 
J. Tasha Williams - Occupational Disability 

2) Matters Relating to Pending or Threatened Litigation 
a. Conference with Legal Counsel - (Government Code Section 54956.9(a)): 

1) Pension Calculations for James Gardner and Other Former 
Union Officers 

Q. (RESUME OPEN SESSION) 
1. Report and/or Action on Closed Session Items 

Counsel Richeda Reported 

a. P) 1 )d Lanell Lua - Occupational Disability 
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The Board unanimously approved Lanell Lua for Occupational Disability, 
effective June 1, 2015. 

N. Updates on Calculations for Former Union Officers (Gardner) 

Hugo distributed a table of the former Union Officers, reflecting proposed 
adjustments, retroactive payments and the adjusted pension benefits. The list 
excludes two former officers, whose calculations are particularly complicated. Chair 
Lewis asked Hugo and Counsel Richeda to complete as many as possible, as soon as 
possible. 

0. Retirement System Manager Report 
1. Update on Actuarial Valuation and Audit 

The auditors will present their report on June 1, and a later meeting will probably 
be needed to finalize the report before the June 30 State Controller's Report 
deadline 

2. Cheiron Update 
June will be Bob McCrory's last meeting prior to his retirement from Cheiron. 

3. East Bay Times Article on Contra Costa Pension Board 
Hugo referred to an article on the Contra County Retirement Board, which voted 
to reduce the assumed rate of return to 7%. 

STAFF COMMENTS 

None 

RETIREMENT BOARD COMMENTS 

None 

ATTORNEYS'REPORT 

None 

(Member Riemer left the meeting at this point.) 

ADJOURNMENT 

MOTION: WILLIAMS/LEE to adjourn. (3-0-0-2) 

The Board adjourned its meeting at 1 :00 PM 
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