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Approved Minutes 
Meeting of the  

AC TRANSIT RETIREMENT BOARD 
June 8, 2017 

 
 
ROLL CALL 
 
Chair Jeffrey Lewis called the meeting to order at approximately 10:08AM.  
 
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; Albert Yam, Retirement System 
Analyst; Bertina Ng, Retirement System Analyst; Russell Richeda, Legal Counsel; (the following 
individuals were at part of the meeting): H.E. Christian Peeples, District Board liaison; Michael 
Hursh, AC Transit General Manager; Claudia Allen, AC Transit Chief Financial Officer; Chris 
Andrichak, AC Transit Director of Management and Budget; Robert Lyles, AC Transit Media 
Affairs Manager; Kyle Spradling, AC Transit Budget Department; Diana Nguyen, AC Transit 
Budget Department; Barbara Allen, Retirement System Assistant; Carolyn Smith, NEPC; Graham 
Schmidt, Cheiron; Timothy Doyle, Cheiron; Robert Griffin, Williams, Adley and Company.  
 
PUBLIC COMMENTS 
 
None 
 
CONSENT CALENDAR 
 
MOTION:  WILLIAMS/RIEMER to adopt the Consent Calendar. (5-0-0-0) 
 
Ayes: Members Lee, Riemer, and Willis, Vice Chair Williams, and Chair Lewis -- 5 
Noes: None 
Abstain: None 
Absent: None  
 
APPROVED 
 
A. Approval of Minutes for May 19, 2017 

 
APPROVED 
 

B. Approval of Financials for April 2017 

Staff Report 17-202 
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APPROVED 
 

C. Approval of Invoices for $183,386.15 
 

APPROVED 
 

D. Approval of Retirement for July 2017: 
1. Lewis Frank (July) 
2. Tommy Malone (July) 
3. James Pachan (July) 

APPROVED 
 
The Board congratulated Tommy Malone for 49 years of service. 
 
REGULAR CALENDAR 
 
E. 2017 Preliminary Actuarial Valuation Results 
F. Amortization Policy for 2017 Actuarial Valuation 
G. Assumed Rate of Return for 2017 Actuarial Valuation 

 
The actuarial valuation and amortization policy discussions continue the discussions that 
began last month.   
 
Cheiron reported that the figures they are presenting this month are virtually identical to 
the numbers presented last month.  The figures show a District contribution of $51.7 million 
for the 2017/18 Fiscal Year.  The approximate $5 million increase is a result of several 
factors with the largest being the increase in District payroll. This recommendation includes 
considerations of investment gains/losses, demographic changes, plan changes and other 
assumption changes.    The preliminary results were based on an amortization period of 20 
years for the 2016 gain/loss.  Graham mentioned the receivable discussion from last month 
and the Board agreed to treat the receivable as Graham had recommended last month. 
 
Cheiron responded to the request from the Board last month on information related to the 
different recommendations for periods for Amortization.  According to guidelines from the 
Conference of Consulting Actuaries (CCA) and California Actuarial Advisory Panel (CAAP), 
layered 15-20 years amortization is considered “Model” for actuarial gains/losses; layers up 
to 25 years are considered “Acceptable”; layers of 26-30 years are “Not recommended”; 
and layers over 30 years are considered “Unacceptable”.  Meanwhile, for Assumption and 
Method changes, the guidance for “Model” periods is 15-25 years.  A lengthier period is 
acceptable because assumption changes usually involve re-measuring all of the future 
obligations.  It is the opposite for Benefit changes, where a shorter amortization period is 
recommended (15 years or less).  This is because benefit changes should tie to the working 
lifetime of the affected members expecting to receive such benefits.  It is worth noting that 
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PEPRA has limited the possibility of significant changes on the unfunded liability, because a 
past-service improvement is no longer allowed. 
 
There are four components to the current unfunded liability:   
1. The extraordinary capital loss in 2008 (which is on a 22-year amortization schedule);  
2. The remainder of the unfunded liability as of January 1, 2016 (which is on an 11-year 

amortization schedule);  
3. Any change in the unfunded liability related to current year asset and liability 

gains/losses varied from expectations; 
4. Any change in the unfunded liability related to changes in the actuarial assumptions 

implemented this year (including a potential change in the Plan’s assumed rate of 
return) 

 
(There are no Plan amendments or other benefit changes expected to be included in this 
year’s valuation) 

 
Looking at the Baseline Model (7.25% annual return), the difference among the 15/20/25-
year amortization schedules in terms of dollar amount, percentage of pay, and funded ratio 
were all negligible.  Cheiron then presented the 7.0% return model with no adjustment on 
inflation, which showed more significant differences.  It would further increase the 
contribution for the next fiscal year by $2 million to $3 million depending on the 
amortization schedule.  For the 7.20% return model (where the discount rate is dropped by 
5 basis point), it would require an additional $300,000 to $800,000 in contribution; 
depending on amortization schedule.  
 
Cheiron also evaluated a scenario for potential significant market downturn next year, 
where the value of our assets would drop by 10%.  This would require increasing the 
contribution rate by at least 5% depending on the amortization schedule.  The use of a 
longer amortization period would also increase the length of time before the funded ratio 
recovered to an 80% level by at least one year. 
 
There is a general concern from the Board that the 7.25% investment return assumption 
may be too high for both short and long term periods.  The Board discussed the return 
projections from NEPC.  Hugo pointed out that CalPERS had reduced their assumption to 
7.0% but that it would take them a number of years to fully phase this in.  Graham 
presented figures that show if the Board reduced the assumed rate of return form 7.25% to 
7.0% and selected a 20-year amortization period the District contribution would increase 
from $51.7 million to $54.1 million. 
 
The General Manager discussed his desire to see the funded ratio of the Plan increase but 
also mentioned the funding constraints the District is under and the impact that a $2.4 
million increase to the District’s contribution would have on the District.  
 
Cheiron reminded the Board that, in terms of choosing amortization period, we should not 
simply base it on the impact of the Baseline Model projection, because it does not reflect 
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the possibility of another year of drastic changes like 2008.  A minus 10% annual assumed 
rate of return would not be unrealistic.  Therefore, the difference between 15-year and 20-
year amortization could bring a significant strain to the District’s budget.  Several Board 
members express that they prefer the 20 years term. 
 
MOTION:  WILLIAMS/WILLIS to approve a 20-year amortization period; and to add a 
statement to the policy that the Plan will re-evaluate amortization looking at  a shorter 
amortization period for future benefit increases. (5-0-0-0) 
 
The Board turned its discussion to the assumed rate of return. Graham mentioned that 
several large California public retirement systems were reducing their investment return 
assumptions to 7.0%.  CalPERS and CalSTRS are moving to 7.0% over a few years. Graham 
also mentioned that VTA went to 7% last year.  Currently, NEPC’s short-term expected 
market rate of return is 6% (the next 5 to 7 years), and around 7.1% for long term (30 
years).   
 
Various Board members expressed their concerns about our 7.25% assumed rate of return 
and that it should be reduced in light of current market conditions.  The Board and actuary 
also discussed our inflation assumption and the impact it has on the real rate of return.  
Hugo mentioned that the inflation assumption for our plan is really a wage increase 
assumption as our plan does not have a COLA. After additional discuss the Board requested 
that Cheiron provide the following at the July meeting. 
 
The Board would like Cheiron to present cost scenarios based on a two-step changes with 
the rate at 7.125% for 2017/18, and the rate change to 7% for either 2018/19 or the 
following year.  The Board also thinks the adjustment should be applied to the real rate of 
return in lieu of inflation.  Inflation will be kept at 3% to mirror the expected wage 
increases. 
 

Chair Lewis called a recess at 11:45AM 
 
The meeting reconvened at 12:03PM 
 
H. GASB 67/68 Report 

 
Hugo reports that this item was reviewed last month but he neglected to have the Board 
vote on accepting the report.  
MOTION:  WILLIAMS/REIMER to accept the GASB 67/68 report. (5-0-0-0) 
 

I. Investment Performance, Rebalancing and Asset Allocation 
 
Hugo reports that the year-to-date return is about 7%.  Growth portfolios have performed 
better than Value.  Sands also has an outstanding performance YTD, at 21.7%.  Hugo 
mentioned that as a result of the rally in the equity markets he will have a suggested 
rebalancing plan at the next meeting. 
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J. Real Estate Opportunities 

 
Carolyn introduced Matt Ritter from NEPC who joined the meeting from NEPC’s Boston 
office.  He presented the Board with his analysis on Real Estate Debt, as a follow up to 
discussion of the topic in April.   
 
Carolyn reminded the Board that 75% of our current investment in Real Estate is in Core 
holdings.  Our current investment in Westport and Brookfield are both categorized under 
the Opportunistic bucket.  Based on the Board’s interest in increasing holding in the Real 
Estate segment, NEPC’s recommendation is to increase the Non-Core holdings to 40% and 
to commit $5 million this year. 
 
NEPC completed the due diligence for one of the Real Estate Debt portfolios.  Typically, Real 
Estate Debt includes short-term conventional mortgages and/or loans made to companies 
who borrow money for renovating a building. The debt structure can include Common 
Equity, Preferred Equity, Mezzanine Debt and Senior Debt.  NEPC thinks Mezzanine debt in 
particular is an attractive option in the current environment, because of the tradeoff 
between downside protection and upside potential.  While senior debt has priority in terms 
of getting paid back it will, in NEPC’s view, produce a lower return than mezzanine debt.  
 
NEPC continued to present two of the three investment opportunities they recommend for 
our portfolio: Carlyle Realty Partners and Oaktree Capital Management. 
 
Carlyle Realty Partners is a real-estate Opportunistic fund.  They are focused on capital 
improvement, with a lot of experience in managing this type of investment.  Their targeted 
market is demographically and geographically driven (rather than GDP sectors-focused), 
which allows them to have a very diverse portfolio.  Carlyle adopts a bottoms-up approach – 
they buy property or land, develop it, and then hold the development until they are ready 
to sell. 
 
Oaktree is a Real Estate Debt fund.  They are focused primarily on junior or sub-mezzanine 
debts.  In terms of background, they are a large company with 900 employees and 21 
offices worldwide.  They have been operating predominantly in the real estate equity 
market, and their funds have the flexibility and experience for more secured debt and 
complex debt.  For example, they are one of the few companies that has the resources to 
evaluate CMBS (pool of loans with each backed by property, up to 60%-70% of loan-to-
value) that are usually specialized product invested by mechanisms.  
 
The Board discussed both Carlyle and Oaktree but given the time spent on these two 
presentations did not discuss the third firm in the NEPC material, Landmark. 
 

K. Real Estate – Next Steps 
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The Board is comfortable with NEPC’s recommendation of increasing the investment in Real 
Estate from 5% to 8%, and allocating more weight to Non-Core Real Estate.   
The Board decided that they would like to hear about Landmark at an upcoming meeting 
and after hearing about Landmark would discuss the next steps in the process.   
 

L. NEPC Work Plan for 2017 
 
The Board updated the Work Plan. 
 

M. Calendar for 2017 
 
The August meeting will be moved from August 10th to August 11th at 9:00AM. 
 

N. 2017 Draft Financials 
 
Hugo and Bob Griffin from William Adley report that the draft financials are mostly 
completed, with the only outstanding item being the additional information required by the 
implementation of GASB 72 which is effective this year.  It mandates additional information 
on our investment portfolio.  Some of our investments fall within the Fair Value 
Measurement hierarchy of Level I, II and III.  For those investments outside of those 
categories, GASB 72 mandates them to be classified under Net Asset Value (NAV).  We are 
currently working on the footnotes that are required for our NAV assets. 
 
The draft financials were sent to the District and their auditors yesterday for review.  We 
are on schedule to meet the State Controller audit deadline on June 30, 2017. 
 
MOTION:  RIEMER/WILLIAMS to accept the Draft Financial Statement and grant Staff 
discretion to implement the outstanding footnotes for GASB 72 and other minor non-
substantial changes as agreed to by Staff, Russ Richeda and William Adley. (5-0-0-0) 
 

O. Communication with Doctors on Disability Questions 
 
N/A 
 

P. Payment to Disability Retirement Benefit to Raymond Robbins 
 
Russ reports that he and Staff have encouraged the participant, his spouse, and their 
respective attorneys to come to an agreement, so that the Plan can have a clear guidance 
on how to begin paying Mr. Robbins’.  
 

Chair Lewis called a recess at 1:42PM 
 
The meeting reconvened at 1:46PM 

 
Q. Paratransit Employees in the Retirement Plan 
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N/A 
 

R. Retirement System Manager Report 
 
N/A 
 

S. Closed Session   
 

N/A 
 

T. Resume Open Session 
 

Legal Counsel Russ Richeda reports on Closed Session Agenda as follows:  
1. With respect to S-1-a – The Board approved the Total and Permanent Disability 

application of Arsenia Legaspi with benefits effective immediately, with Staff to come 
back with additional information on the retroactive date. (4-1-0-0, Lee) 

2. With respect to S-1-b – The Board unanimously denied the Total and Permanent 
Disability application of Terrence Chrisman (5-0-0-0). 

3. With respect to S-1-c – The Board denied the Total and Permanent Disability application 
of Michael Jefferson (4-0-1-0, Williams). 

4. With respect to S-1-e – The Board unanimously denied the Total and Permanent 
Disability application of James Cornelious (5-0-0-0). 

5. With respect to S-2-a-1 – The Board unanimously agreed to the settlement of a pending 
litigation, under which a payment of $285 per month would be made to Willie Wilks 
effective July 1, 2017; with directions to staff and this office to prepare a settlement 
agreement (5-0-0-0). 

 
ADJOURNMENT 
 
MOTION:  RIEMER/LEE to adjourn. (5-0-0-0) 
 
The Board adjourned its meeting at 2:35PM 
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