
Staff Report 18-068

Approved Minutes
Meeting of the

AC TRANSIT RETIREMENT BOARD

February 12, 2018

ROLL CALL

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

Members Present:
Absent at Roll Call
Members Absent:

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

Also Present: Hugo Wildmann, Retirement System Manager; Bertlna Ng, Retirement System Analyst;
RusselIRicheda, LegalCounsel; Carolyn Smith, NEPC; Curtis Lim; H.E. Christian Peeples, District Board
Liaison

PUBLIC COMMENTS

None

CONSENT CALENDAR

A. Approval of Minutes forthe January 18th Meeting

B. Approval of Financials for December 2017

C. Approval oflnvoices for $105,130.22

D. Approval of Retirements for February/March 2018

1.

2

3.

4
5

6

7

8

9

Nancy Bryant (February1
Rickey Jackson IMarch)
Mimi Jew-Gomes (March1
Robert Pacca (March)
Paula Staufer (March1
Alan Wong (March1
Chun Lin Zhao (March1
Gary Bennett(March, Conversion from OccupationaIDisability to Service)
Sheila Lawrence (March, Term Vested)

The Board recognized Rickey Jackson for 29, Robert Pacca for 38, and Gary Bennett for 29 years of
service

MOTION: WILLIAMS/RIEMER to approve consent calendar.(4-0-0-1)
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Ayes: Chair Lewis, Vice Chair Williams, Members Riemer, Allen
Noes: None
Abstain: None
Absent: Joyce Willis

REGULAR CALEN DAR

E Investment Performance, Rebalancing and Asset Allocation

Hugo reported that after a very strong performance in 2017, the market had a strong January, but as
Board members were aware, the market had sold off significantly in recent days. Hugo estimated
that through early morning trading this morning, the fund would be essentially unchanged for 2018.

Hugo discussed the current asset allocation and our slight overweight to equities compared to our
target allocation. A majority of the overweight was a function of our underweight in Private Debt.
Hugo mentioned that he had discussed the current allocation with Carolyn and they were both
comfortable with the allocation. Hugo mentioned that the Board had rebalanced in the second half
of 20]-7 which resulted in selling $18 million in equities and moving the funds to fixed-income
investments. The Board discussed the current allocation and agreed that no change needs to be
made at the moment.

F 2017 Investment Performance Analysis

Carolyn spent time reviewing the investment performance of the fund during 2017. She highlighted
that the fund had returned ].4.8% during 2017. U.S. equities had returned 19% for the year while
international equities returned 27.2% and emerging market equities returned 31%. Carolyn
highlighted the performance of our managers and the fund verses several benchmarks. She
mentioned that our Real Estate managers are for the most part more conservative that other
managers in this sector and that in her view explained their performance verses the benchmark. The
Board and staff spent time discussing the outperformance of growth and large cap equities in 2017
and how this impacted our active managers and the fund. Carolyn reviewed the performance of allof
our active managers and focused on the managers underperforming their benchmark.

The meeting was in recess from 10:11a.m. to 10:21a.m

G Emerging Market Equity Review(Eaton Vance/Parametric)

Hugo asked Carolyn to review the performance of Eaton Vance/Parametric in light of their dramatic
underperformance in 20].7. The dramatic underperformance of Parametric was attributed to a few
factors. Their investment process is one where they essentially re-weight countries and companies
within a countryto broaden exposure. This results in holding the larger countries represented in the
benchmark in smaller amounts and holding larger amounts of the smaller weighted countries in the
benchmark. In 2017 the large countries in the index such as China and South Korea performed
exceptionally well and Parametric had a dramatic underweight to these countries. China and Korea
make up roughly 43% of the benchmark while Parametric held approximately 16% of its portfolio in
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these two countries. Parametric also underweighted the large capitalweighted growth companies in
the index that performed wellin 2017.

The Board and staff continued discussing the investment philosophy of Parametric and the view of
Parametric that over the long-term a more equal weighted instead of capital weighted investment
structure will produce superior returns. The Board discussed several possible courses of action but
no decision was made pertaining to changing the investment allocation. When asked, Carolyn
responded that she is comfortable with the current structure and would not recommend any changes
at this time. Hugo mentioned that he would like to see data showing how China and the Emerging
Market index has performed over the last ten years.

The Board took a break from].1:26 a.m. to 11:42 a.m. to serve themselves lunch

H. Private Debt Review

Carolyn discussed our 5% allocation to private-debt and the issues pertaining to maintaining this
allocation as funds are returned to us from the managers. We currently have two private-debt
managers; Park Square and Crescent. Because our investment is in a limited partnership structure,
we do not have the ability to send our existing managers additionalfunds when we want to increase
our allocation. Carolyn discussed our need for an additional private-debt manager and the Board
agreed that we should consider hiring another manager. Carolyn was going to bring the Board
additionalinformation next month on private debt managers.

1. Update on Landmark

Hugo informed the Board that alldocuments are ready to be signed and that the Board had approved
this investment several months ago. He recommended that the Board authorize him to sign the
required documents for the $5 million investment in Landmark.

MOTION: REIMER/WILLIAMS to authorize Hugo and/or Chair Lewis to sign the required documents
for the fund in invest $5 million in Landmark:(5-0-0-0)

J. NEPC Work Plan for 2018

Carolyn mentioned she willneed at least two meetings to discuss private debt opportunities with the
Board. The discussion of Private Debt will begin in March. The discussion of Private Equity will be
moved to June

K.

L.

Calendar for 2018 -- Hugo Wildmann

It was decided to move the August meeting to Monday, August 13th at 9:00 a.m

PEPRA Implementation

Hugo reported that in her role as CFO, Claudia has set up meetings with Retirement, Payroll and
finance to work on implementing PEPRA. Hugo said these have been usefuland productive. Member
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Allen mentioned Payroll is still ironing out and documenting PEPRA implementation. Hugo
mentioned that the imp]ementation is on]y for unrepresented emp]oyees hired on or after 1/1/].6.
Retirement and payrollstaff are working closely at the moment dn pay codes.

M.Approval of Hanson Bridgett Contract and Engagement Letter to Provide Advice on
Operational/Administrative Issues on PEPRA Implementation and Approvalof Waiver of Conflict

Hugo mentioned that this a continuation of the discussion from last month's meeting. Hugo reported
that he would like the Board to approve signing documents with Hanson Bridgett to allow them to aid
in the administrative implementation of PEPRA. He made it clear that Hanson, Bridgett will not be
asked for assistance on any policy issues. Hugo mentioned that the department received a Waiver of
Conflict from Hanson Bridgett. He said the District Board has this on their agenda on Wednesday
evening. Chair Lewis asks Russ if the agreement and waiver is acceptable and Russ responded that in
his opinion they were. Member Reimer expresses his concern with hiring Hanson, Bridgett due to
the possibility of administrative questions becoming policy questions. Vice Chair Williams also
expressed her concern about the conflict of interest and wanted to know the scope of the work we
would be retaining Hanson, Bridgett for. Russ explained that Hanson Bridgett would be helping to
implement the administrative part of PEPRA that pertains to employee contributions and the return
of these contributions. Hugo further explained that Hanson Bridgett would be preparing various
forms that need to be distributed when employees terminated employment and want to redeem
their contributions. Chair Lewis would like to add into the engagement letter a sentence to clarify
that it isfor solely administrative issues. Yvonne again expressed her concerns but was willing to vote
for a motion if she was given a few days to reconsider her position.

MOTION: RIEMER/WILLIAMS to approve Contract, and Engagement Letter and Waiver of Conflict
with Hanson, Bridgett subject to reconsideration at the next meeting in the event that Yvonne
expresses her objections to the hiring of Hanson, Bridgett to Hugo by the end of the week.(5-0-0-0)

N. Hiring Update

Hugo discussed the search for the Retirement System Administrator and the possible difficulties in

finding suitable candidates. The currentjob market is very robust and the adoption of PEPRA wilmot
help in recruiting candidates. Hugo was hopeful that suitable candidates willapply but the first batch
of resumes he examined were not very impressive. Hugo mentioned that Curtis Lim was now
working as a temporary employee as Pavit had left several months ago. Hugo mentioned that Curtis
is an actual employee of Robert Half and has experience working for two years at the Alameda
County Retirement System. Our other temporary employees were not employees of an agency and
thus were more likelyto move on to otherjobs. Hugo expected Curtisto be able to workfor usfor a
considerable period of time

O. Disability Conversion Memo
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Hugo discussed the memo pertaining to disability conversions. He explained that recipients of a
Disability Retirement have the opportunity to convert to a Service Retirement on a one-time basis
when they turn 55 (or 65 for some retirees). Recipients convert for one of two reasons. Either a
Service Retirement will pay them more than they are currently receiving for their Disability
Retirement or a Service Retirement allows them to select some options for a beneficiary that a
Disability Retirement does not allow.

Hugo explained the history behind this issue and explained the difference in the situation for Brenda
Richardson and Carol Williams. Hugo mentioned that he views allowing applicants to convert on a
prospective basis very differently than allowing an applicant to convert on retroactive basis. He also
explained some of the changes in forms we have had Disability recipients sign over the last 20 years.

The Board discussed this issue and requested that staff return with additionalinformation and a plan
to address this issue on a going forward basis.

P Request by Kiros Gebregzabher, Former Spouse of Eskinder Mehdin, and Her Counselfor Benefits

No discussion of this item took place in Open Session

Q. Summary Plan Description(SPDI

The need for disclaimer language to attach to the SPD in light of PEPRA was discussed. Russ

mentioned that he had not had time to do this and would have something for the Board to review at
the March meeting. Hugo reminded the Board that we were not distributingthe SPD.

R Paratransit Employees in the Retirement Plan

Hugo mentioned that he had not worked on this item since the last meeting. The Board expressed
their desire for Hugo to send an emailto the GeneralCounseland General Manager on this Item and
to copy Director Peeples on the email. Hugo was to request CBA's from between 1997 and 2005 that
pertain to this issue.

S Retirement System Manager Report

1.

2.

3.

4.

5.

Update on Mandated Training - Hugo mentioned that he was working on schedulingthis
Form 700 -- Hugo reminded the Board of the March 31st deadline
Update on 1099R Processing-These were sent out last month.
UNITE HERE and Brookfield
Approvalfor Attendance at the CALAPRS G.A. in Palm Springs(March 4-61

MOTION: WILLIAMS/ALLEN to approve for Hugo and up to 3 Board Members to attend
j4-0-0-1). This vote was taken at the meeting before member Willis arrived.

6. Update on the Administrators Roundtable in Los Angeles-January 1gth
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Hugo mentioned that many of the Systems are facing similar issues pertaining to funding and
increasing complexity. He mentioned that he attended part of the Investment Officers
Roundtable where AB 2833 was discussed

2018 ActuarialValuation and Audit - Hugo mentioned he is hoping to have the Valuation
completed earlier this year as this is something the District requested.
Recent Court Decision Pertaining to PEPRA -- Russ briefly described the issues that recent court
decisions have addressed and mentioned that these cases are headed to the California Supreme
Court

7.

8

T. Closed Session

There was no report from Closed Session

U. Resume Open Session

MOTION: RIEMER/WILLIAMS to adjourn. (5-0-0-01

The meeting adjourned at 1:36 p.m
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