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Approved Minutes
Meeting of the

AC TRANSIT RETIREMENT BOARD

June 14,2018

ROLL CALL

Chair Jeff Lewis called the meeting to order at approximately at 9:01a.m

Members Present: Chair Jeffrey Lewis, Vice Chair Yvonne Williams, Davis Roemer, Claudia Allen, Joyce Willis
Absent at Roll Call: None
Members Absent; None

Also Present: Hugo Wildmann, Retirement System Manager; Bertha Ng, Retirement System Analyst; Russell
Richeda, Legal Counsel; Carolyn Smith, NEPC; Curtis Lim, Retirement System Temporary Employee; Graham
Schmidt, Cheiron; H. E. Christian Peeples, District Board Liaison; Chris Andrichak, A.C. Transit Director of
Management & Budget; MichaeIHursh, A.C. Transit GeneraIManager

PUBLIC COMMENTS

None

CONSENT CALENDAR

A. Approval of Minutes for the May 10th Meeting

B. Approval of Financials for March 2018

C. Approval of Invoices for $223,276.07

D Approvalof Retirements for May/June/July 2018

1.

2

3.

4.

5.

6.

7.

8.

9.

10

11

12

Gerald Jacinth(May, Term Vested)
Charles Allen (June)
Cynthia Cisneros (June1

Juan Cantillano Rojas(Sabada)(June1
Vanessa Turner (June)
Kevin Frye (July1

Sherry Lucas(July1
Rickey Tilley (July)
Diane Turner (July1

Gertrude Williams (July1
Liza Beach (July, Term Vestedl
Dwight Walker(July, Term Vested)

The Board recognized Charles Allen for 25, Gertrude Williams for 29, Juan Cantillano Rojas(Sabada) for
36, Kevin Frye for 41, and Diane Turner for 44 years of service.

MOTION: WILLIAMS/WILLIS to approve consent calendar.(5-0-0-0)
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Ayes: Chair Lewis, Vice Chair Williams, Members Roemer, Allen, Willis
Noes: None
Abstain: None
Absent: None

REGULAR CALENDAR

The Retirement Board May Discuss and Take Action on the Following

E. 2018 Cost Letter

Graham Schmidt from Cheiron highlighted different areas of the Cost Letter. Graham mentioned that
the figures in the Cost Letter are virtually unchanged from the preliminary figures reviewed by the Board
last month. He mentioned that the total cost as a percent of payroll has decreased from 31.77% to
3]-.18%. Graham reminded the Board that changes have been made to the method for estimating pay
for members for the coming year: rather than basing the estimate on an average of the highest five(not
necessarily consecutive) years of pay, ATU members pay is now estimated using the highest three years,
while the projected pay of non-ATU members is now based on the prior year pay, increased by expected
wage growth. Overall, this new method has increased the payroll, but the amount of benefits did not go
up as much which decreased the normalcost rate and the overallcost(by approximately 1.3% of pay).
Vice Chair Williams would like to see the payroll of all ATU members that the actuary uses for the
ca lculation .

The assumed rate of return used in the valuation was 7.125% for 2018. This change increased the
District's contribution by roughly $1.3 million. The assumed rate of return will drop to 7.0% in 2019.
Graham also mentioned that the District's contribution decreased by roughly$0.3 million as a result of
investment gains. The implementation of PEPRA resulted in a reduction of approximately $O.Imillion in
the District's contribution. Graham provided the history of actuarialpayroll which shows the difference
of the new method for 2018. Graham also went over the calculation of the contribution rates for the

PEPRA members - showing that the normal cost of Tier 2 (PEPRA) unrepresented members would be
11.64%, and the employee contribution rate would be 5.75%; however, the full employee contribution
rate willbe phased in over 3 years. Graham mentioned that the contribution rate cannot change unless
the normal cost changes by more than 1%. Graham mentioned that the Funded Ratio has improved
from under 60% to 70% since the financialcrisis.

F. Approval of Assumed Rate of Return

Graham reminded the Board that they had previously decided to drop the assumed rate of return used
from 7.5% to 7.25% in 2017 and to 7.125% in 2018. Graham mentioned that most California pension
plans have been reducing their assumed rate of return, and he thinks many plans will be using 7.0% in
the nearfuture

The Board agreed that the rate used in the valuation, 7.125%, was the appropriate rate
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G. GASB 67

Graham stated that the unfunded liability (net pension liability) is now being shown on the District's
financial statement. Graham mentioned that the pension expense this year was very close to the
District's contribution. He cautioned that in most yearsthis wilmot be the case

MOTION: RIEMER/ALLEN approve GASB 67 report. (5-0-0-01

H Approvalof Pay Codes for PEPRA Plan Amendment for Non-Represented Employees

Russ reported that he had met with the PayrolIManager and Retirement Department staff to review the
PEPRA pay codes. He mentioned that a good deal of work by the Retirement Department and Payroll
has been done on establishing the appropriate PEPRA pay codes. Member Riemer asked how often the
Board would need to review the pay codes. The Board directed Hugo to tellthe District about the need
to establish a procedure to review any new pay codes that are added for Non-Represented Employees
and that the new PEPRA codes need to be reviewed by the Retirement Board.

MOTION: ROEMER/ALLEN to approve the Pay Codes for the PEPRA Plan Amendment for Non
Represented Employees as attached to Russ's Memo. (5-0-0-01

Approvalof NormalCost for Non-Represented Employees in the PEPRA Tier

Graham mentioned that under the PEPRA statute, the employee contribution rate will be half of the
normal cost rounded to the nearest quarter percent. The normal cost according the Graham will be
11.5%. Under an agreement with Non-Represented PEPRA members, there will be a phase in over the
next three fiscal years. For the first year, the employee willcontribute only one-third of the contribution
rate which, is approximately 1.92%.

MOTION: RIEMER/ALLEN to approve the Cost Letter Report with the normal cost of Non-Represented
Employees in the PEPRA Tier to be 11.5% and the employee contribution rate to be 5.75%.(5-0-0-01

The Board took a break from 10:00 a.m. to 10:09 a.m

J Investment Performance, Rebalancing and Asset Allocation

Carolyn mentioned that the best performing part of the market this year has been US SmallCap. Non-
U.S. markets are mostly down for the year. She mentioned that the Plan has outperformed its
benchmark so far in 2018. She stated that the plan is only up 50 basis points through May. Hugo
requested that Carolyn add value and growth indices to the "Flash Report"

K. Investment Presentation by Investec Investec
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Carolyn reminded the Board that Investec is part of the emerging market debt allocation of the Plan's
funds

Jack Coan from Investec was present at the meeting, as wellas Grant Webster(co-lead blended strategy
Portfolio Manager) on the phone. Jack mentioned that there were no material changes to the
investment team, but enhancements were made to the process. Jack mentioned a new hire, George

Varino, who will be their emerging market client portfolio manager who will aid aid the portfolio
manager with client relations. Member Riemer asked what percentage is our $45 million of the entire
strategy. Jack mentioned that the totalblended strategy has $5.2 billion, while our $45 million is used in
the LLC vehicle of the blended strategy. Grant mentioned that the market is up about 7% the last year,
while in the last 3 months it is down about 3%. Grant mentioned that the investment performance has
outperformed the benchmark.

Grant mentioned that there are two key decisions made to help the portfolio outperform. The first
decision is the top down decision, which is the asset allocation and risk decision. The second decision is
the bottom up decision, which is which countries to invest in and how to invest in the countries. This
system will then take these two decisions along with different quantitative tools and create a portfolio.
Grant mentioned the top 5 countries that Investec invests in. Member Riemer asked about local
currency and hard currency. Chair Lewis asked about how much is invested in pure currency; Grant
answered that the benchmark is about 50/50 bonds vs. currency, but that Investec is probably more
overweighted at 55%. Member Riemer asked if Investec keeps record of how pure currency has been
performing historically. Grant responded that Investec does have historical data which is used to help
make decisions. Russ asked about the correlation between bonds and currency. Grant mentioned that
the bonds and currency help balance the fund. Grant mentioned that emerging markets are growing by
about 6%. Grant mentioned that he thought the next year would be a good one for emerging market
debtinvesting.

After Grant and Jack left the meeting, member Allen commented that the presentation and report was
not helpful and that she would like to see how our money was invested. Hugo agreed that the
presentation was off the mark. The Board discussed whether the presentation was helpful in
understanding how Investec invests their funds. The Board agreed that that they wanted additional
information on the Investec investment and that they would like NEPC to give a follow up presentation
on the fund at the next meeting

The Board took a break from].1:13 a.m. to 11:21a.m

L. Update on Monroe CapitaIDocument Process

Hugo mentioned that he has been speaking with Tom Hickey about the documents that need to be
signed before we invest in the Monroe fund. We willneed to get allof the paperwork signed bythe end
of August.

M. Next Step(s) with Monroe Capital
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Carolyn recommended to the Board that they invest $20 million in the Monroe fund. She mentioned the
staffing issues in the Department and the discussion she had with Hugo pertaining to it not taking any
more staff time to handle a $20 million investment than a $15 million investment..

N Hiring of Tom Hickey to Review Possible Monroe Investment

Hugo recommended that the Board hire Tom Hickey to perform his usualduties in reviewing the
investment in Monroe

MOTION: RIEMER/WILLIAMS to hire Tom Hickey for $8,500 to work with Hugo to review Monroe Capital
investment. (5-0-0-01

O. Asset Allocation/Liquidity Memo

Hugo discussed our asset allocation and the impact of holding assets that could not be sold quickly like
real estate and our private debt funds. With other assets, if we want to reduce our allocation we can
quickly reduce our holdings in equities or our bond index fund; however, reducing our allocation to real
estate or private debt can take well over a year. He mentioned that he is not at all concerned about the
percentage of illiquid assets in our portfolio, but that he wanted the Board to be well aware of the
implications on our asset allocation if the equity markets suffered a steep decline in value.
Carolyn went over the memo that shows a liquidity study and what would happen to asset allocation in
different scenarios regarding drastic changes in a single asset. Carolyn mentioned that the memo shows
that liquidity would not be an issue even in extreme scenarios. Member Riemer commented that a
liquidity study demonstrates the possibly of taking a higher risk through a higher allocation to equity.
The Board agreed to discuss the issue of increasing the equity allocation at the October Board meeting as
part of the discussion of asset liability modeling on the Work Plan.

P. NEPC Work Plan for 2018

Hugo asked the Board whether October 17th works for a joint meeting with the District Board. The Board
informed Hugo that this day would not work..

Q. Ca]endar for 20].8

No changes were made to the calendar

The Board took a break from 11:53 a.m. to 12:07 p.m

R. Update on Robert Half Contract Issue Discussed at the May 30th District Board Meeting

Hugo updated the Board on the District's May 30th Board Meeting. He mentioned that Director Peeples
and Director Harper spoke positively and supported amending the agreement between the District
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Board and the Retirement Board to allow Curtis to continue working past June 30'h(when the Robert
Half contract expires). He mentioned that the Board ultimately supported an extension allowing Curtis to
continue working in the Department through the end of the calendar year.

S. Department Staffing

Hugo mentioned that three candidates had been interviewed for the Retirement System Administrator
position, and two were invited back for second interviews. One of them informed HR that he had been
promoted and was not longer interested. The other candidate came in for a second interview and was
going to be offered the position if his references checked out. Prior to HR checking references, he
informed HR that he was a position at another company. Hugo mentioned that as Bertha will be on
leave in the fall, the lack of progress in hiring for the Retirement System Administrator position and the
District Board only approving Curtis for another six-months, he was very concerned about staffing the
department. He mentioned that he will be on vacation for the next two weeks and when he returns
dealing with the staffing issues will be his highest priority. He mentioned that in the past the Payroll
Department was able to offer assistance, but given staff changes in that department he could not rely on
much assistance from payroll. Member Allen mentioned that in the past when the Retirement
Department needed help, the District payroll department would step in and provide help to the
Retirement Department but as Hugo had mentioned the department has had a good deal of turnover
and the manager was leaving next week. Hugo stated he willbring a plan to the next meeting.

T Amendment to the Agreement Between the District Board and Retirement Board

Hugo would like the Board to approve the new language in the agreement between the District Board
and the Retirement Board to allow the Retirement System to contract directly with Robert Half for a six
month extension.

MOTION: RIEMER/ALLEN to approve the amended agreement between District Board and the
Retirement Board. (5-0-0-01

U. Approval of Agreementwith Robert Half to Allow Curtis Lim to Work PastJune 30th

Hugo mentioned that he needed to sign a Scope of Work (SOW) with Robert Half to allow Curtis to
continue doing work in the department past June 30"'

MOTION: RIEMER/WILLIAMS to authorize Hugo to sign the SOW with Robert Half. (5-0-0-0)

V Update on Hiring for Retirement System Administrator

Hugo mentioned that we have not yet hired the Retirement System Administrator, and we are reopening
the position.
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W. 20].7 Draft Financials

Hugo mentioned that the Board will be asked to approve the financials at the July meeting. Hugo
mentioned that they are pretty much complete but stillneed to be reviewed internally and externally.

X. PEPRA Implementation Update

Hugo mentioned that the PayrolIManager who was working on the PEPRA Implementation is leaving
The Unrepresented Employees hired after 1/1/16 willstart making contributions to the fund in July.

Y Northern Trust Agreement to Handle the Refund of Employee Contributions

Hugo mentioned that Northern Trust will be handling refunding of employee contributions and 1099's of
those refunding the employee contributions.

MOTION: RIEMER/ALLEN To authorize Hugo to sign the contract with Northern Trust to provide the
services of refunding of employee contribution subject to Russ' review.(5-0-0-01

Z Disability Conversion for Terence Chrisman

Hugo mentioned that this memo provides the Board with a review of the Terence Chrisman settlement
agreement.

AA.Summary Plan Description(SPDI

No Report

BB. Paratransit Employees in the Retirement Plan

Vice Chair Williams wants to know why there is no report about the Paratransit. Hugo mentioned he will
get this done before the July meeting

CC. Retirement System Manager Report

1. Health Insurance Premiums for 2018/19
2. Possible Joint Meeting Date

DD.Closed Session

EE. Resume Open Session

Russ Richeda reported on Closed Session with respect to item DD-2-a-2. The Board reviewed the Hearing
Officer's decision and adopted unanimously to grant Mr. Jefferson his application for TPD retirement and
to deny his application of OCD retirement.
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MOTION: RIEMER/WILLIS to adjourn. (5-0-0-0)

The meeting adjourned at 1:32 p.m.
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