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Meeting of the
ANSIT RETIREMENT BOARD

August 13, 2018
ACTR

ROLL CALL

Chair Jeff Lewis called the meeting to order at approximately 9:05 a.m.

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

Also Present: Hugo Wildmann, Retirement System Manager; Russell Richeda, Legal Counsel; Bertha Ng,
Retirement System Analyst; Curtis Lim, Retirement System Temporary Employee; Carolyn Smith, NEPC; H. E
Christian Peeples, District Board Liaison

PUBLIC COMMENTS

None

CONSENT CALENDAR

A. Approval of Minutes for the July 26th Meeting

B. Approval of Financialsfor May 2018

C. Approval oflnvoices for $301,563.67

D. Approval of Retirements for August/September 2018:

1. 0scarWilliams lll(August) 25
2. Frank Cadiz(August, Term Vested)
3. George Nagore (August, Term Vested)
4. Wesley Lau (September)
5. Brian Jackson (September, Term Vested)
6. Colby Swanson(September, Term Vested)

The Board recognized Oscar Williams lllfor 25 years of service

MOTION: WILLIAMS/ALLEN to approve consent calendar. (4-0-0-11

Ayes: Chair Lewis, Vice Chair Williams, Members Allen, Willis
Noes: None
Abstain: None
Absent: Member Roemer

REGULARCALENDAR

The Retirement Board May Discuss and Take Action on the Following:
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E. 2017 Financials

Hugo mentioned that the 2017 Financials are essentially unchanged from the prior meeting; however, the
management comments, recommendation and response in the binder are new. The response is from the
District's Finance Department. Hugo mentioned that he spoke with Williams, Adley about the response
and they are satisfied with it.

MOTION: WILLIAIMS/WILLIS to approve 2017 Financials.(4-0-0-1)(Riemer)

F Memo and Side Letter Pertaining to Possible Investment in Monroe Capital Fund lll

Hugo reported that Tom Hickey has already reviewed the investment in Monroe CapitaIFund leland has
drafted the Side Letter. Hugo recommended that the Board approve the Side Letter as wellas authorize
Hugo to sign any necessary documents for a$20 Million investment in Monroe CapitaIFund lll.

Jeff stated that he would like some clarification on a paragraph in the memo regarding what is
indemnified bythe fund. Jeff stated he would also like some clarification on which expenses the fund is
liable for. Hugo called Tom Hickey, and Tom addressed the board. Tom Hickey confirmed to the Board
thatthe paragraph on page 3 was incorrect and that Jeffs comments were correct. Tom said he will
correct the Side Letter.

MOTION: WILLIAMS/ALLEN based on Tom's representation to authorize Hugo to sign any necessary
documents after review by Russ and Tom to invest $20 Million into Monroe CapitaIFund 111.(4-0-0-1)

IRiemer)

G Investment of Approximately$20 Million in Monroe CapitaIFund

H. Next Step(s) with Monroe Capital

Hugo mentioned that allrequired documents for the Monroe investment willbe signed by the end of the
month.

Investment Performance, Rebalancing and Asset Allocation

Carolyn mentioned that the year to date the fund is up 2.2% and the fund is outperforming its
benchmark. Large cap domestic equities are doing well this year. She mentioned that the emerging
market portion of international equity is down and has underperformed the benchmark. Carolyn
mentioned that the fixed income portfolio is down for the year; however, the credit fixed income is
positive and outperforming the benchmark.

J. Quarterly Investment Performance Report

Carolyn reviewed investment performance in the report and focused on a few managers. She mentioned
that DFA is underperforming against the benchmark. The Board discussed the performance of both of the
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portfoliosthat DFA manages forthe fund. Member Willis asked about whethertariffs and trade wars are
goingto have a big impact on the fund. Carolyn stated that there is a possibilitythatthe tariffs willhave
an impact; however, NEPC stillsees value outside the US in emerging markets. Carolyn mentioned that
the fund ranked just below median forthis time period. If you go out furtherto 3, 5, or IOyears, the fund
ranked just over median compared to other public funds.

K Alternative Investment Fee Reporting

Hugo reported that a new Assembly Bill 2833 requires public pension plans in California to report any
fees or expenses collected by the investment managers in "Alternative Investments" and to report such
fees at a public meeting once a year. Carolyn Smith presented NEPC's report on this topic which was
accepted bythe Board.

L. Presentation by Parametric/Eaton Vance

In preparation for the presentation from Parametric/Eaton Vance, Carolyn summarized their investment

style and performance. She also mentioned some of the strengths and weaknesses that Parametric
bringsto the fund based on theirstrategyof stock selection in foreign equity. She reminded the Board
that Parametric manages a broadly diversified emerging markets equity portfolio and underweights the

large countries in the emerging market index. They also underweight the large companies in the index
and currently have a large underweight in China.

The Board took a break from 10:20 a.m. to 10:32 a.m

Dan Ryan, Relationship Manager of the AC Transit Account and Tim Atwill, Head of Investment Strategy
from Parametric/Eaton Vance joined the meeting to make the presentation. Tim mentioned that the
emerging market index shows a weight of about 60% in 3 countries, whereas Parametric's strategy is
closer to an equal weight strategy. Tim discussed the recent performance issues pertaining to the
portfolio, and the impact of China being such a large percentage of the emerging market index. He also
discussed his view that their strategy does better in choppy markets as opposed to markets that largely
have a directionalbias. The Board and staff asked numerous questions pertaining to Parametric's recent
performance and the impact of China on the future of the index.

M. NEPC Work Plan for 20].8 and Calendar

Hugo mentioned that in light of the recent performance of DFA and our discussion earlier in the meeting,
he recommends that we ask DFA to present at the September meeting instead of Franklin/Templeton.
The Board and Carolyn agree with this suggestion. Hugo reminded the Board that the September t.7th
meeting willstart at 10:30 a.m.

N. Department Staffing Update

Hugo mentioned there is a District employee to train and backfillfor Bertha before she goes on leave
Hugo reported that this was one of the few positive developments in his search for staffing help.
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0 Update on Hiring for Retirement System Administrator

Hugo reported that interviews were conducted for the Retirement System Administrator position, but no
offer was made to any candidate. Hugo stated that he continues to be surprised and disappointed bythe
lack of Excel knowledge of the applicants. He stated that he would like to make a change to the title that
gets posted to the website to possibly add "Financial Analyst" to attract a different type of candidate. He
thinks a good Financial Analyst can learn the retirement part of the job. Given the lack of suitable
candidates who know "retirement", he thinks broadeningthe job search is advisable. The Board agreed.

Board took a break for Lunch at].1:40 a.m. to 11:54 a.m

Hugo thinks it is extremely likely that he will need to go back to the District Board to ask them to extend
our contract with Robert Half in order to extend Curtis past December 31, 2018. Hugo has included a
section in the Semi-Annual Report discussing the difficulties in hiring for the Retirement System
Administrator and other staffing issues. Hugo mentioned the disappointing quality of resumes and the
lack of an option to utilize a firm that has a Professional Services area.

Hugo discussed the possibility of attracting more qualified candidates by adding to the title of the job in
parentheses Senior Financial Analyst or some other similar description. Another solution would be to
upgrade the position from an 8 to a 9, which would allow a slight change in job description and a pay
increase and hopefully attract higher quality candidates. Another solution would be to use a headhunter
to find a candidate for the position.

MOTION: WILLIAMS/ALLEN to start the process to upgrade the position of the Retirement System
Administrator from an 8 to a 9.(4-0-0-1)(Riemer)

Russ wanted to know what happened to the idea of doing a separate RFP for a professional services

contract so a firm that has a Professional Services Division could be used by the department. Member
Allen responded that District legalcounselasked that allother options be exhausted before discussing the
possibility of doing a new RFP for professionalservices. She also mentioned that there might be a dispute
with a new RFP going out from those temporary service agencies that already won a bid from the
previous RFP

The Board requested that Hugo write a memo describing the types of things that will not get done when
Bertha is on leave if Curtis could not stay past the end of the year.

P. Draft Semi-Annual Report #2

MOTION: ALLEN/WILLIAMS to approve the Semi-AnnuaIReport.(4-0-0-1)(Riemer)

Q. PEPRA Implementation Update
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Hugo reported that the District has implemented PEPRA and is working with Finance to get the employee
contributions to Northern Trust, and Hugo is working on the other aspects ofimplementing PEPRA.

R. Benefit Statements for 20].8 and PEPRA

Hugo reported that this year a major decision needs to be made pertaining to the Benefit Statements that
we have historically sent out in the fall. We send out Benefit Statements to employees who have been at
ACTransit for a fullcalendar year. Accordingto this schedule we would be sending out Benefit
Statements to employees who began working here in 2016. This raises the important issue of whatthe
statements shou]d say for represented emp]oyees(hired in 20]-6) as their status pertaining to PEPRA is
stillan open question. Hugo stated and the Board agreed that for unrepresented employees hired in
2016 we would send out a statement with the PEPRA benefits. The Board reviewed the draft of such a
statement.

Hugo reviewed three primary options for the Benefit Statement for represented employees: 1) send out a
letter to the represented employees hired in 2016 stating that since their status pertaining to PEPRA has
not yet been determined, they wilmot be receiving a statement this year 2) send out a Benefit Statement
assuming the current(old) plan benefits with a disclaimer 3) send out two Benefit Statements with both
the PEPRA and non-PEPRA benefit on them.

Vice Chair Williams expressed some concern about not sendingthe Benefit Statements out. She would
like to add in disclaimer language while sending out the old tier statement. MemberAllen agreed with
Vice Chair Williamsthat the Benefit Statements should add in disclaimer language. The Board discussed

the various options and decided that the best way to proceed was with option #2. Benefit Statements
would be prepared under the Tier #l(old plan) and disclaimer language would be added that would be
reviewed by the Board at the next meeting.

MOTION: WILLIAMS/ALLEN to send the affected members a benefit statement with suitable disclaimer
language and to have Russ review the disclaimer language before it is discussed at the next meeting.(4-0
0-1) IRiemerl

s.

T.

Summary Plan Description(SPD)

Russ stated he willget the draft of the changes for the next meeting

Paratransit Employees in the Retirement Plan

Hugo reported that there is a collective bargaining agreement dating back to July 1, 2002 which states
that Paratransit employees willreceive a $100 contribution to their DC plan because they had no DB plan.
He asked Yvonne how much further back he should go. Director Peeples and Yvonne requested that Hugo
try and find agreements dating back to 1997. Director Peeples mentioned an agreement signed by Chris

(Zook)and Rick(Fernandez).

U. Retirement System Manager Report
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1.

2.

3.

4

Joint Meeting will be in 2019
Public Records Request -- Hugo willprovide the information requested by openbooks.com.
IFEBP Conference in New Orleans - October 14 -- 17 -- MOTION: ALLEN/WILLIS to authorize Jeff and
Yvonne to attend the IFEBP Conference.(4-0-0-1)(Riemer)
CALAPRS Administrators Institute in Monterey - September 26-28 - MOTION: WILLIAMS/WILLIS to
authorize Hugo to attend the CALAPRS Administrators Institute. (4-0-0-1)(Riemer)

V. Closed Session

No action was taken in closed session

W. Resume Open Session

MOTION: ALLEN/WILLIAMS to adjourn.(4-0-0-1)(Riemer)

The meeting adjourned at 1:09 p.m
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