
                                                                  Staff Report 18-225 
Approved Minutes 

Meeting of the 
AC TRANSIT RETIREMENT BOARD 

July 26, 2018 
 
ROLL CALL 
 
Chair Jeff Lewis called the meeting to order at approximately 9:02 a.m. 
 
Members Present:  Chair Jeffrey Lewis, Davis Riemer, Claudia Allen 
Absent at Roll Call:  None 
Members Absent:  Vice Chair Yvonne Williams, Joyce Willis 
 
Also Present: Hugo Wildmann, Retirement System Manager; Bertina 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; Ralph Martini, A.C. Transit Controller; Bob 
Griffin, Williams, Adley Partner; Kenneth Yu, Williams, Adley Senior Manager 
 
PUBLIC COMMENTS 
 
None 
 
CONSENT CALENDAR  
 

A. Approval of Minutes for the June 14th Meeting 

Member Riemer asked about the minutes regarding whether he had asked to place on an upcoming  
agenda the topic of asset allocation and increasing equity exposure as a result of Carolyn’s comments 
pertaining to the liquidity of the Plan.  Hugo mentioned that staff will listen to the tape. 
 

B. Approval of Financials for April 2018 

C. Approval of Invoices for $210,506.65 

D. Approval of Retirements for July/August 2018:  

1. Steve Armijo (July) 
2. Jimmy Cook (July) 
3. Elvisteen Coto (July, Term Vested) 
4. John Casolla (August) 
5. Clarence Dominguez (August) 
6. Roland Fecteau (August) 
7. Kathleen Powell (August) 

 
Hugo mentioned that Elvisteen Coto is going to be a Service Retirement and not Term Vested as indicated on 
the agenda and memo.  Hugo mentioned that per Board policy, if a retiree leaves employment during the 
month and retires at the first available opportunity, they will be considered  a Service Retirement. 
 
MOTION: ALLEN/RIEMER to approve consent calendar with the understanding that Elvisteen Coto is not 
Term Vested, but a Service Retirement. (3-0-0-2) 
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Ayes:  Chair Lewis, Members Riemer, Allen 
Noes:  None 
Abstain:  None 
Absent:  Vice Chair Williams, Member Willis 
 
REGULAR CALENDAR 
 

The Retirement Board May Discuss and Take Action on the Following: 
 

E. 2017 Financials 

Bob Griffin and Kenneth Yu from Williams, Adley joined the meeting to present the 2017 draft Financials.    
The increase in assets of roughly $84 million and the increase in payments to retirees of roughly $2 
million was noted. Member Riemer asked about the administrative fees and how they are shown in the 
financials.  Kenneth will go back and find out how the administrative and investment expenses are broken 
down.  Bob spoke to the required communication that the auditor must give to the client for an 
adjustment.  Bob mentioned that a Management Letter comment was going to be made pertaining to a 
misclassification in booking $365,000 of accounts receivable. This amount was placed in an incorrect 
account which created an understatement of assets.  He mentioned that this is not a material amount and 
Williams,  Adley is not requiring or suggesting that this adjustment be booked.  Hugo mentioned that this 
amount is immaterial as a percent of total assets and that in order to correct this misclassification we 
would need to redo our Financials, Actuarial Valuation and the GASB 67/68 report.  The cost of doing this 
exceeds the benefit that would result.  He mentioned that it was an option but he was not recommending 
it.  The Board does not think it is necessary to have the financial statements changed due to the 
misclassification.  Ralph mentioned that there is an ongoing conversation about changes in the accounting 
procedures due to old processes currently being used.  Director Peeples mentioned that there was a 
discussion about new PeopleSoft modules that were being implemented for the District at the District 
Board Meeting for quality assurance purposes.  He asked whether it was possible to have the same 
technological advances help in the catching of accounting errors and automation for the Retirement 
financials.  Chair Lewis asked Hugo to talk to his peers in regards to this discussion.  Chair Lewis would like 
a report back from the District on the progress of the new process.  Ralph said a timeline of three months 
to report back on the progress of the new process was sufficient.  Chair Lewis asked if the Board can 
receive the management response before the next meeting in order to give feedback. 
 

F. 2018 Actuarial Valuation 

Hugo mentioned that the figures in the bound valuation book are the same as in the Cost Letter that the 
Board approved last month.  The booklet contains additional information but the assumptions and District 
contribution are identical to what the Board reviewed last month.  Graham mentioned that the bound 
Actuarial Valuation contains projections that begin on page 13.  He mentioned that by 2028 if all 
assumptions are met the funded ratio will be above 90%..  Graham discussed the various charts projecting 
the District contribution and funded ratio going forward. 
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MOTION: RIEMER/ALLEN to approve the annual actuarial valuation. (3-0-0-2) 
 

G. Investment Performance, Rebalancing and Asset Allocation 

Carolyn mentioned that the good news is that the fund is outperforming its benchmarks.  She mentioned 
that we are halfway through the year and through the end of June we are not on pace to make our 
actuarially assumed rate of return.  The fund it up 0.3% for the year through the end of June.  So far July is 
shaping up to be a good month for the fund.  Carolyn went over the flash report which showed that total 
equity and private debt is up, but fixed income is down for the year. 
 

H. Memo Pertaining to Possible Investment in Monroe Capital Fund 

Hugo mentioned that Tom Hickey will be going over his views on the Monroe Capital investment on the 
phone in a few minutes.  Hugo said the close for the investment will be at the end of August.  Given the 
short time between our August meeting and the end of the month Hugo requested Board approval to 
begin working on the paperwork required to invest in the Monroe fund.   
 
Tom spoke about the history of Direct Lending and how Dodd Frank left open a way for direct lending.  
Tom mentioned that the Monroe fund is targeted at $800 million with a hard cap of $1 billion.  He 
mentioned the fund will be 6 years in length.  Tom mentioned he is comfortable with the terms, the 
strategy, the administrative policies, and the ability to remove the investment managers in the unlikely 
event this is needed.  Tom said that he had discussed with Monroe if they would be able to comply with 
the  fee transparency law passed in 2017. Monroe said they could and would.  Tom said that he is 
comfortable with the Board investing in the Monroe fund.  Director Peeples mentioned that something 
that caused the great recession was the idea that too much money chasing not great investments.  He 
asked how Monroe would protect against making bad loans.  Tom mentioned that Monroe only makes  
secure loans to the lower middle market. Member Riemer mentioned his concern with diminished yields 
on the loans due to the influx of funds into this space.  Tom mentioned that due to the Plan going into the 
unlevered fund, there is more security and he said if the Board was investing in the leveraged fund he 
would be concerned.  Hugo requested that Tom provide the Board with a short briefing memo and the 
full Side Letter prior to the August meeting. 
 

I. Investment of Approximately $20 Million in Monroe Capital Fund 

Hugo mentioned that the Board agreed to a $20 million investment in Monroe Capital last. 
 

J. Next Step(s) with Monroe Capital 

Chair Lewis mentioned that he would like to see the memo from Tom Hickey and the full Side Letter in the 
packet next month.  The Board directed Hugo to start working on the documents for Monroe Capital with 
the restriction of not signing until the Board gives him approval. 
The Board took a break from 10:20 a.m. to 10:26 a.m. 
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K. Additional Information from Investec 

Carolyn went over the follow up presentation with the Board.  Carolyn highlighted the breakdown of the 
country’s exposure between the local currency and hard currency.  Chair Lewis would like to know what 
percentage of their strategy is purely currency trading and not hedging exposure. 
 

L. Presentation by City of London Investment Management 

Barry Olliff, Founder and CIO of City of London, and Carlos Yuste, Head of Business Development, joined 
the meeting to make a presentation to the Board. 
 
Barry explained the structure of our investment in the City of London and the reliance on Closed End 
mutual funds.  He explained how the funds trade at a discount to net asset value and that the trend in 
discounts has been a detractor from performance during the time we have invested funds with his firm.  
He thought the widening in discounts will reverse soon and this will lead to outperformance for our fund.  
Barry mentioned that the portfolio is very diversified and close to the benchmark.  Chair Lewis asked how 
does the higher discount rate help in the City of London business.  Barry mentioned that the higher 
discount rate allows the company to start buying back shares to narrow the discount.  Barry also shared 
with the Board the country exposure in which City of London is investing.  Member Riemer asked about 
how the dividends are handled.  Barry mentioned that the dividends received are reinvested back into the 
portfolio.  Barry mentioned that emerging markets are often an emotional roller coaster  
  

M. NEPC Work Plan for 2018 and Calendar 

The September Board meeting will be rescheduled to September 17 at 10:30 a.m. 

N. Department Staffing Update 

Hugo mentioned that there are 4 candidates;  3 of the 4 were interviewed yesterday.  Hugo mentioned 
that he is speaking with HR about getting a temporary employee to take over for Bertina while she is out 
on leave.  He mentioned he would like the temporary employee to be a District employee. 

 
O. Memo Pertaining to Staffing/Hiring Issues 

Hugo mentioned that an amendment to the Agreement between the Retirement Board and the District 
Board was signed and allowed us to extend Curtis through the end of the year, however, Hugo would like 
to go back to the District Board to get another extension.  Hugo would like to include the staffing and 
hiring issues in the semi-annual report that will be reviewed by the Retirement Board next month.  
Director Peeples discussed the issues pertaining to the District Board allowing the Retirement Board to 
extend its contract with Robert Half.  Hugo mentioned the possibility of having the District do another RFP 
for a temporary services firm that has a professional services area.  Director Peeples mentioned that Hugo 
should talk to Denise in regards to whether another RFP would be possible.  Claudia suggested that she 
set up a meeting with Denise and Hugo and maybe Russ to discuss the possibility of an RFP for a 
professional services agency. 
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Hugo will draft the semi-annual report before next month’s meeting. 
 
P. Update on Hiring for Retirement System Administrator 

Q. PEPRA Implementation Update 

PEPRA payments are being taken from non-represented employees.  Hugo and Russ are going to be 
working with the bank to get the necessary documents signed.   
 

R. Summary Plan Description (SPD) 

Russ stated he needs to make a revision to the draft of the SPD. 
 

S. Paratransit Employees in the Retirement Plan 

Hugo has sent an email to the General Manager and General Counsel regarding Paratransit Employees.   
Hugo mentioned we have received several calls from employees who first started as paratransit 
employees and are wondering if this period counts when computing their pension. 
 

T. Term Vested Retirees and Penny Madison 

Hugo mentioned a current project staff is working on.  Staff is dealing with a backlog of Term Vested 
employees that have not been contacted in a systematic way.  Staff is trying to contact those who are 
already eligible.  Hugo mentioned that at a later time he would like to deal with whether retroactive 
payments should be given to these Term Vested Retirees.  Chair Lewis would like Staff to give more 
thought on giving letters to Term Vested Retirees informing them of their benefit when they are 
terminated. 

 
MOTION: RIEMER/ALLEN to pay Penny Madison on a prospective basis and to postpone decision on 
retroactive payment. (3-0-0-2) 
 

U. Oscar Williams – August Retiree 

Hugo gave an update about Oscar Williams’ retirement situation that was not included in the memo.  
Chair Lewis stated that Staff should pay Mr. Williams only the 50% Survivor option, but would defer to 
Russ for his opinion.  There was a discussion about whether paying Mr. Williams the full amount or to 
withhold a certain amount.  Russ recommended to follow the recommendation in the memo and to have 
Mr. Williams sign the indemnification form. 
 
MOTION: RIEMER/ALLEN to approve the recommendation and to direct staff to send a waiver to Ms. 
Williams to sign. (3-0-0-2) 
 

V. Disability Payment for Michael Jefferson 
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Curtis mentioned that this memo explains how Staff came up with the retroactive payment amount.  
Hugo mentioned that the Board had already approved Michael Jefferson payments at the previous 
meeting. 

 
W. Retirement System Manager Report: 

1. Joint Meeting Date Complications 
2. Janus Case Implications and Inquiries – Hugo said that Barbara had mentioned to him that she had 

received several question pertaining to Janus and the impact on Retirement and medical benefits 
for employees who drop out of the union.. 

3. Memo From Russ on Hipsher v. L.A. County Retirement Association – Russ mentioned this case 
regards the felony forfeiture of an employee’s pension as a result of PEPRA. 

4. Article Entitled “A Crash Course in Behavioral Economics” – Hugo gave an example of confirmation 
bias to the Board. 

5. CALAPRS Newsletter 
 

X. Closed Session 

Y. Resume Open Session 
 

Russ Richeda reported on Closed Session with respect to two items X-1-f and X-1-g.  The Board 
unanimously granted Ms. Antionette Bell Robbins an Occupational Disability Retirement effective May 1, 
2018.  The Board unanimously granted Cynthia Randle an Occupational Disability Retirement effective 
July 1, 2018. 
 

MOTION: ALLEN/RIEMER to adjourn. (3-0-0-2) 
 
The meeting adjourned at 1:29 p.m. 
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