
Staff Report 18-059

Approved Minutes
Meeting of the

AC TRANSIT RETIREMENT BOARD

January 18, 2018

ROLL CALL

Chair Lewis called the meeting to order at approximately 9:10 a.m

Members Present Chair Jeffrey Lewis, Vice Chair Yvonne Williams, Davis Riemer, Joyce
Willis, Claudia Allen
None

None
Absent at Roll Cal
Members Absent:

Also Present: Hugo Wildmann, Retirement System Manager; Pavit Masson, Bertha Ng,
Retirement System Analyst; RusselIRicheda, Legal Counsel; Carolyn Smith, NEPC

PUBLIC COMMENTS

None

CONSENT CALENDAR

A.

B

c.
D

Approvalof Minutes for the December 14th Meeting
Approvalof Financials for October and November 2017
Approvalof Invoices for$1-82,988.22
Approvalof Retirements for January/February 2018:

1. Jonathan Medwin (January1
2. Antionette Bell-Robbins
3. Gary Briggs
4. Walter Collins
5. Dana Fuller

6. Roger Leong
7. Stanton Nusom
8. Harold Williams

The Board recognized Walter Collins for 36, Roger Leong for 33, and Stanton Nusom for 34

years of service

MOTION WILLIAMS/RIEMER to approve consent calendar.(4-0-1-0I

A\'es :
Noes

Vice Chair Williams, Members Riemer, Willis, Allen
None
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Abstain: Chair Lewis
Absent: None

REGULAR CALENDAR

Hugo informed the Board that Director Peeples had informed him that he could not attend
the meeting. Hugo mentioned that the SexuaIHarassment and Bullying Training would not
take place at this meeting and he was working with the District to arrange the training at an
upcoming meeting

E Candy Williams Term Vested Retirement Bertha Ng

Bertha informed the Board that Candy Williams was conditionally approved by the Board in
2015, contingent upon receipt of a signed option election form. Bertha further explained
that Ms. Williams was going through a divorce at the time and did not submit the required
paperwork in a timely fashion and her application was considered withdrawn. Staff recently
received a DRO from her and calculated her retirement benefit. Staff recommends that her

retirement be approved retroactive to November 1, 2017. We received her DRO at the end
of September and would not have been able to complete the required paperwork by the
end of September in order for her to qualify for an October retirement . There was some
brief discussion on what caused the delay in Ms. Williams sending us her paperwork.

MOTION: ROEMER/WILLIAMS to approve Candy Williams for Service Retirement effective
November 1., 2017. (5-0-0-0)

F. Investment Performance, Rebalancing and Asset Allocation -- Hugo Wildmann, Carolyn
Smith

Carolyn reported on fund performance for 2017. The fund was up roughly ].4.7% which was
wellin excess of our 7.25% actuarially assumed rate of return. Carolyn discussed the strong
performance of world-wide equity markets. Hugo added that in 2017 large cap stocks did
betterthan smallcap stocks and growth stocks did better than value stocks. He mentioned
that these factors impacted the relative performance of our investment managers.

Carolyn mentioned that both Sands and Dodge & Cox outperformed their respective
benchmarks in 2017 and that as a whole active management slightly helped investment
performance for the year. Hugo mentioned that we would have a more in depth discussion
of Sands later in the meeting.

Carolyn discussed the performance of Eaton Vance/Parametric who manages Emerging
Market equities for us. They performed very poorly in 2017 relative to their benchmark.
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Their investment style of underweighting the large countries by market capitalization in the
index and within countries underweighting the largest companies resulted in very poor
performance. Chair Lewis asked Carolyn if the Board should think about discussing
terminating Eaton Vance to find a better complement to City of London. Member Allen
asked Carolyn if the Board could receive more information about where our managers are
invested, and Carolyn responded that the level of detail we receive varies with each
manager. Hugo added that next month when the Board does a more in-depth performance
review he will make sure that we look in-depth at Eaton Vance. He asked Carolyn how
often a manager underperforms by 10% in a year.

Carolyn went over our fixed income managers explaining that PIMCO has performed better
than other managers because they have emerging market debt exposure. She also pointed
out that Emerging Markets debt performed well and that Investec had originally
underperformed but is now doing well. Carolyn mentioned that given the lag in reporting
NEPC does not have Private Debt investment performance figures for 2017. Carolyn
concluded by discussing our Real Estate portfolio and mentioning the lag in reporting for all
of our realestate managers except for JP Morgan.

G Report on our Large-Cap Growth Manager Sands Carolyn Smith

Carolyn gave an overview of Sands, mentioning that they have a portfolio of about 30
securities and have a high tracking error (how close they track the benchmark). She
referred to the attribution charts on page 2 of her report- the top table shows how Sands
impacted the Large Cap portion of the fund and the bottom shows how Sands impacted the
total fund. Chair Lewis brought up the question of whether or not we still want a growth
portion in our Large Cap portfolio (to offset the value tilt of Dodge and Cox), and do we
want that portion to be invested with Sands.

Carolyn pointed out that in 2016, Sands had their worst year and detracted 330 basis points
from return. She went over the charts for 2015, 20].4, and 2013. When asked, Carolyn
stated that she is comfortable with this current composition of the large-cap portfolio and
does not recommend making any changes. Member Riemer asked if we want to put the
growth portion in a growth index fund or maintain an active manager like Sands. Chair
Lewis recalled that when we first hired Sands, we placed some funds in a growth index fund.
Carolyn said that we took those funds and divided them in a value index fund and a core
index fund. This was done after NEPC looked at the growth/value make-up of the portfolio.

Carolyn went over the correlation matrix on page 10 of her report, concluding that Sands

does not highly correlate with anything else in the portfolio. The Board discussed whether
or not to discuss terminating Sands today. There was also discussion about investing in
Sands or another active growth manager versus investing in a growth index fund. Chair
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Lewis stated that he does not feel strongly about keeping orterminating Sands. After much
discussion. there was no motion for the termination of Sands. It was decided that as a
result of a request by several Board members Carolyn would provide additional education
about passive vs. active management sometime this year.

The meeting was in recess from 10:33 a.m. to].0:51a.m

H. Loomis, Sayles Guideline Update 'k Hugo Wildmann, Carolyn Smith

Hugo reminded the Board that Loomis had changed the Investment Guidelines for the fund
we are invested in with them. The originalguideline required Loomisto hold a minimum of
30% in Investment Grade debt. The Board was informed that the 30% limit was now being
eliminated. The Board discussed this issue last month and requested some figures

pertainingto the impact of such a change on the portfolio. Hugo and Carolyn both reported
that while this reduction could result in Loomis owning less Investment Grade debt, the
overall impact to the Plan should be minimal. Hugo mentioned that 30% of the Loomis
investment is $12 million.

He continued that he does not like this change and that it could result in a riskier portfolio
for Loomis; however, he did not recommend hiring another manager as a result of this
change. Carolyn agreed with this assessment. Chair Lewis asked why Loomis is changing
the guideline.. Carolyn responded that it's because they want more flexibility and they want
this product to be set up this way.

There was a discussion on whether or not to terminate Loomis Sayles and the Board agreed
that no action was warranted.

NEPC CapitaIMarket Assumptions Carolyn Smith

Carolyn discussed the NEPC capital market assumptions. She reviewed the slides in the
NEPC presentation pertaining to the key NEPC market themes. She then went to the section
of the presentation pertaining to current investment opportunities and spent a good dealof
time reviewing these. The Board asked various questions during this discussion.

Carolyn then went over the 5-7 year Investment Return assumptions and discussed how
these have changed since last year. After this discussion was completed she focused the
Board's attention on Page 53 and the various asset mixes on that page. The Board discussed
the various asset mixes. She mentioned that Mix B adds Emerging Market Small Cap

Equities and Mix C adds Real Assets. The Board discussed the various alternatives. The
Board requested that Carolyn provide additional information on the asset mixes at a later
meeting.
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J Update on Possible Investment in Landmark I ' Hugo Wildmann

Hugo informed the Board that the paperwork is essentially ready to be signed now that the
UBTI issues have been resolved. Hugo anticipates the fund participating in the March close

K NEPC Work Plan for 2018 Hugo Wildmann, Carolyn Smith

It was decided to move the February meeting to February 12th at 9:00 a.m

The Board took a break from 11:50 a.m. to 12:03 p.m. to serve themselves lunch

L. Calendarfor 2018-- Hugo Wildmann

M. PEPRA Implementation 'k Hugo Wildmann

Hugo mentioned that in working on implementing PEPRA he was going to need some
assistance from a law firm with experience in implementing PEPRA. He reminded the Board
that they had authorized him spending up to $5,000 to get advice from lce Miller. Hugo
mentioned that the District was usingJudy Boyette at Hanson Bridgett to help them in
implementing PEPRA. Hugo recommended that the Board authorize Hugo to utilize Judy to
aid in implementing PEPRA. He mentioned that this wasjust on the administrative front and
he would not be askingJudyfor advice on anything policy related. Some Retirement Board
members expressed concerns about using Hanson Bridgett and were concerned about a
possible conflict in the advice the firm would give. Hugo said that he understood the
Board's concerns and would be sure to only turn to Hanson Bridgett for what he called
administrative matters. The Board also discussed the need for a waiver as Hanson Bridgett
would be working both for the Retirement Board and the District. After some additional
discussion the Board agreed to move forward on the possible hiring of Hanson Bridgett.

MOTION: RIEMER/ALLEN for Hugo to talk to Hanson Bridgett and obtain a proposal and a
conflict waiver in order for them do operational/administrative work related to
implementing PEPRA. The waiver would be discussed at the next meeting.(5-0-0-0}

N. Hiring Update # -- Hugo Wildmann

Hugo informed the Board that he was recruiting for a Grade 8 and he has reached out to
Human Resources for a temp as well. He mentioned that we are in a very competitive labor
market and that he is concerned that we will have difficulties filling this position with a
qualified candidate
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O. Disability Conversion Memo Hugo Wildmann, Bertha Ng

This item willbe discussed at the next meeting

P. Request by Kiros Gebregzabher, Former Spouse of Eskinder Mehdin, and Her Counsel for
Benefits

Russ began his presentation by stating this subject was on the agenda today both in Open
and Closed Session. This portion would allow the attorney for Ms. Gebregzabher to address
the Board. Later in the meeting the Board is to go into Closed Session to discuss the legal
Issues in this case

Russ summarized the case for the Board. Eskinder Mehdin passed away on 11/1/20].5
when he was a District employee of 25 years. He had not yet retired. In 2006, Mr. Mehdin
married Ms. Gebregzabher and they separated in December, 2012. . Russ said that a
judgment was entered in April 2015 to end the marriage, 7 months before Mr. Mehdin's
death. Russ explained that the Pre-Retirement Death Benefit in the play is only applicable if
an employee is married at the time of death and Mr. Mehdin was not married when he
passed away.

Barbara Ginsberg, Ms. Gebregzabher's lawyer, addressed the Board, explaining that Kiros
came to this country specifically to marry Mr. Mehdin. She said that once he got tired of
the marriage, he started the divorce process. She explained that there were some
temporary pension orders in place at the time that Mr. Mehdin died, and that those would
enable her to file a post-death DRO or "nunc pro tunc" DRO, to which Russ replied that it
would be unacceptable because the Plan states that he died before he retired and had not
remarried. Ms. Ginsberg explained that she was not aware of another plan that took this
stance, and explained that every other plan had some provision to provide something for
the former spouse of a deceased plan member. She explained that she believes the Plan
permits her to do a "nunc pro tunc" DRO, which gives her a share of a pre-retirement death
benefit. Ms. Ginsberg gave the Board several examples of benefits other plans provide to
ex-spouses of deceased participants, and Chair Lewis let her know that the Board will
discuss further and be in touch with them regarding a decision and appeal process. Russ
indicated his disagreement with Ms. Ginsberg's views.

Q. Summary Plan Description(SPDI I ' Hugo Wildmann, Russ Richeda

R Paratransit Employees in the Retirement Plan 'k Hugo Wildmann

S. Retirement System Manager Report
1. Update on Mandated Training
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2. Update on 1099R Processing
3. UNITE HERE and Brookfield

4. Administrators Roundtable in Los Angeles -- January 19

The Board gave Hugo permission to go to Los Angeles for an Administrators
roundtable on Friday, January 1gth

5. 2018 Actuarial Valuation

6. Recent Court Decision Pertaining to PEPRA

The meeting was in recess from 1:41p.m. to 1:47 p.m

T. Closed Session

No action was taken in C

U. Resume Open Session

MOTION: RIEMER/WILLIAMS to adjourn. (5-0-0-0).

The meeting adjourned atl-:57 p.m

th

losed SessionS
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