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AC Transit Employees’ Retirement Plan 
 

Investment Policy Statement 
 

I. Introduction 
 

The AC Transit Employees’ Retirement Plan was created to provide retirement 
benefits for employees of the Alameda-Contra Costa Transit District.  The 
disposition of Plan assets shall be made solely in the interest of the participants and 
their beneficiaries of the pension plan for exclusive purposes of providing benefits 
to such participants and their beneficiaries.  Investments shall be made in a cost 
efficient manner, and reflect current industry best practices. 
 
The Retirement Board is responsible for developing an investment policy statement 
and for administering the Plan for the exclusive benefit of its participants and 
beneficiaries. 
 
This statement sets forth the Plan’s policies in the following principal areas: 
 

• Delegation of responsibilities 
• Investment objectives 
• Asset allocation 
• Manager selection and removal criteria 
• Investment manager guidelines 
• Monitoring of investment managers 

 
 

II. Relevant Legislation and Regulation 
 

The AC Transit Employees’ Retirement Plan shall operate under the “Prudent 
Person” rule used herein meaning that in investing the governing authorities of the 
system, fund, and plan shall exercise the judgment and care under the 
circumstances then prevailing that an institutional investor or ordinary prudence, 
discretion, and intelligence exercises in the management of investments entrusted 
to it not in regard to speculation but in regard to the permanent disposition of funds 
considering probable safety of capital as well as probable income and growth. 
 
Investments in the AC Transit Employees’ Retirement Plan shall be made in full 
accordance with any and all applicable California statutes, as well as any other 
applicable legislation or regulation, state, federal or otherwise. 
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III. Roles and Responsibilities 

 
Retirement Board 
 
The role of the Retirement Board is to oversee and make policy decisions regarding 
assets invested by the Plan.  As fiduciaries, the Board has the duty to invest the 
assets: 
 

• For the exclusive purposes of providing benefits to participants and 
beneficiaries and for reasonable expenses of administering the Plan; 

• With the care, skill, prudence and diligence under the circumstances then 
prevailing that a prudent person acting in a like capacity and familiar with 
such matters would use in the conduct of an enterprise of a like character 
and with like aims; 

• By diversifying the investments of the Plan in a prudent manner;  
• With the advice of outside experts, develop and modify the Plan’s policy 

objectives and guidelines, including the development of recommendations on 
long-term asset allocation and the appropriate mix of investment strategies; 

• Review and approve changes to the Plan’s policy objectives and guidelines 
that are recommended by the Plan’s investment consultant, an investment 
manager or other Plan professionals; 

• Review the Plan’s investment results in relationship to investment 
expectations and actuarial assumptions and experience to determine if 
changes are needed to either the Investment Policy Statement (IPS) or the 
implementation of the IPS; 

• Monitor and evaluate investment manager performance and adherence to 
policy guidelines; and the performance of the Plan as a whole; 

• Select or terminate investment manager(s), consultant(s), actuary, 
attorney(s), custodian or other service providers; and 

• Act in accordance with the laws, documents and instruments governing the 
Plan. 

 
 

Retirement System Manager 
 
The AC Transit Employees’ Retirement Plan’s retirement system manager is 
responsible for all day-to-day administrative functions required to support the IPS, 
including: 
 

• Oversee all service providers; 
• Coordinate review of contracts when new service providers are engaged, and 

as necessary with incumbent providers; 
• Provide input on investment matters including asset allocation issues, 

investment manager hirings and performance reviews; 
• Work closely with the Investment Consultant to provide the Board with both 

the pros and cons of any investment being considered; Coordinate funding of 
and withdrawals from investment managers;  
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• Receive reports from investment managers and other service providers and 
bring to the attention of the Board items requiring Board review or action; 
and 

• Keep the Board informed of investment issues pertaining to public pension 
plans. 

 
Investment Managers 
 
The duties and responsibilities of each of the separate account investment 
managers retained by the Board include: 
 

• Act as fiduciary for that portion of the Plan’s assets under its discretion; 
• Manage the assets under their discretion in accordance with the investment 

management agreement and any amendment to that agreement;  
• Meet or exceed the specific agreed upon performance benchmarks; 
• Exercise investment discretion within the guidelines and objectives stated 

herein.  Such discretion includes decisions to buy, hold, or sell securities in 
amounts and proportions reflective of the investment manager’s current 
investment strategy and compatible with the investment objectives; 

• Comply with all provisions pertaining to the investment manager’s duties and 
responsibilities as a fiduciary; 

• Disclose all conflicts and potential conflicts of interest; 
• Ensure that all portfolio transactions are made on a “best execution” basis; 
• Exercise ownership rights, where applicable, through proxy solicitations, 

doing so strictly for the economic benefit of the Plan.  Documentation 
regarding the disposition of proxy solicitations shall be provided by the 
investment managers annually; 

• Meet with the Board upon request of the Board; 
• Submit quarterly written reports;  
• Inform the Board promptly regarding all significant matters pertaining to the 

investment of the fund assets or changes at the organization; and 
• Initiate written communication to the Board when the investment manager 

believes that this IPS is inhibiting performance and/or should be altered for 
any valid reason.  No deviation from the guidelines and objectives 
established in this IPS is permitted until after such communication has 
occurred and the Board has approved such change in writing. 
 

Investment Consultant 
 
The duties and responsibilities of any investment consultant retained by the Board 
include:  
 

• Assist the Board in developing and modifying policy objectives and 
guidelines, including the development of asset allocation strategy; 

• Recommendation on the appropriate mix of investment managers and 
strategies including separately managed accounts, collective trusts and 
mutual fund vehicles; 
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• Provide assistance in investment manager searches and selection, and with 
investment performance evaluation; 

• Provide timely information, written and/or oral, on investment strategies, 
investment managers and other related issues, as requested by the Board 
and staff;  

• Meet with the Board and review the performance of the Plan’s investment 
managers; and  

• Provide the Board with pros and cons of any type of investment opportunity 
being considered. 
 

Legal Counsel  
 
The duties and responsibilities of the Board’s legal counsel include: 

• Assist the Board in its contractual relations with investment managers, 
investment consultant, and custodian bank; 

• Assist the Board in preparing investment-related requests for proposals, 
reviewing responses, and interviewing investment manager candidates; 

• For Board investments in separate accounts, review and revise separate 
account agreements with investment managers; 

• For Board investments in commingled funds, mutual funds or other vehicles, 
review prospectus, statements of additional information, Form ADVs, 
confidential offering memoranda, and preparing summaries for the Board; 

• Review revisions to the Board’s investment policy statement; 
• Advise the Board as to fiduciary issues arising with respect to investments; 
• Coordinate with the Board’s retirement system manager and investment 

consultant with respect to investment issues; and 
• Apprise the Board of legal developments at the state and federal level 

relevant to investments by public pension plans. 
 
Custodian Bank 
 
In order to maximize investment return, no money should be allowed to remain 
idle.  Dividends, interest, proceeds from sales, new contributions and all other 
monies are to be invested and reinvested promptly.  The Custodian(s) will be 
responsible for performing the following functions: 
 

• Accept daily instructions from designated administrative staff; 
• Advise staff of changes in cash equivalent balances; 
• Immediately advise staff of additions or withdrawals from account assets; 
• Notify investment managers of proxies, tenders, rights, fractional shares or 

other dispositions of holdings; 
• Safekeeping of securities; 
• Interest and dividend collection; 
• Daily cash sweep of idle principal and income cash balances; 
• Processing of all investment manager transactions; 
• Collection of proceeds from maturing securities; 
• Disbursement of all income or principal cash balances as directed; 
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• Providing monthly statements by investment managers’ accounts and a 
consolidated statement of all assets; and 

• Providing a dedicated account representative and back up to assist in all 
needs relating to the custody and accountability of the Plan’s assets. 
 
 

IV.  Investment Objectives 
 

Total return, consistent with prudent investment management, is the primary 
investment objective of the Plan.  In addition, assets of the Plan shall be invested to 
ensure that principal is preserved and enhanced over time, both in real and nominal 
terms. 
 
The long-term nominal rate of return objective is to meet or exceed the assumed 
actuarial rate of return.  Return shall be measured as “total return”, including 
income and capital gains, both realized and unrealized.   
 
An additional objective is to achieve a rate of return which exceeds that of the 
policy index.  It shall be calculated by using index rates of return for each asset 
class invested in by the Plan multiplied by the percent targeted to each asset class.   
The Board is aware that there may be short-term deviations from the achievement 
of these objectives and will therefore evaluate achievement of these objectives over 
numerous time frames. 
 
The investment performance of each investment manager, collective trust and/or 
mutual fund shall be measured against the investment performance of similar 
investment managers with similar investment styles and each investment 
manager’s market benchmark.  Investment manager benchmarks are specified in 
Appendix A.   
 
Normally, results for investment managers, collective trusts and mutual funds are 
evaluated over a three to five year time horizon or a market cycle, but shorter-term 
results will be regularly reviewed and earlier action taken if in the best interest of 
the Plan. 
 
 
V. Asset Allocation 

 
This guideline is to be pursued by the AC Transit Employees’ Retirement Plan on a 
long-term basis but will be revised if significant changes occur within the economic 
and/or capital market environments.  A change in liability structure, funded status, 
or long-term investment prospects may trigger a revision of the asset allocation. 
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Target Asset Mix 

Asset Class 

Market 
Value 
Target 
(%) 

Minimum 
Exposure 

(%) 

Maximum 
Exposure 

(%) 
Equities 51 45 60 
   Domestic Large Cap 22 17 27 
   Domestic Small Cap 6 3 9 
   International  14 10 18 
   International Small Cap 3 2 6 
   Emerging International Equity 6 3 11 
    

Fixed Income 31.5 23 37 
   Core Fixed Income 11.5 9 16 
   Credit  19 15 2024 
    
   Cash 1 0 5 
Alternative Assets* 17.5 9 26 
       
   Real Estate 5 2 8 
   Private Debt 5 2 8 
   Private Equity 5 2 8 
   Private Real Assets - Infrastructure 2.5 0 5 
    

*It is understood that these asset classes are illiquid and therefore maintaining the 
target exposure over time may not be practical. 
 
Rebalancing 
 
The Board will review asset allocation at least quarterly to determine if the asset 
allocation is consistent with the exposure ranges described herein.  The retirement 
system manager will direct investment managers to transfer funds to rebalance the 
asset allocation as necessary with Board approval.  In facilitating the rebalancing, 
the Retirement System Manager will consider market conditions, transaction costs 
and other factors that might impact the rebalancing.  The Retirement System 
Manager will discuss these factors with the Investment Consultant prior to 
rebalancing. The Board, staff and the Investment Consultant will consider market 
conditions and transaction costs, as well as any other relevant factors when 
rebalancing. 
 
The Board shall strive to maintain a neutral bias with respect to style allocation 
(growth versus value) in its equity investments.  The Board members recognize 
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that over the long run, returns from growth and value investing tend to 
approximate each other; over shorter periods, however, returns between the two 
can be significantly different.  The Board, as part of the normal rebalancing  
responsibilities, shall use appropriate judgment and care when rebalancing 
portfolios. 
 

 
VI. Investment Manager Selection 
 
The Board intends that any qualified candidate receive fair consideration.  
Candidates must be a registered investment advisor as defined in the 1940 
Investment Advisors Act or be exempt from such registration, i.e., a bank or 
insurance company.  The Board members shall strive to hire investment managers 
that offer the greatest incremental benefit to the Plan, net of fees and expenses, in 
accordance with, but not limited to, the criteria listed below: 
 

• Firm history; 
• Key professionals’ tenure; 
• Appropriateness of investment philosophy and process; 
• Fit between product and existing plan assets, liabilities and objectives; 
• Absolute and relative returns, and variability of returns; 
• Stability of the firm’s client base and assets under management; 
• Ownership structure; 
• Compensation structure; 
• Fee structure;  
• References and professional qualifications; and 
• Suitable legal review of all documents. 

 
In keeping with the Board’s responsibility to select and retain qualified third party 
investment managers to work on behalf of the Plan, the Board desires to utilize 
qualified firms that also demonstrate a commitment to the advancement of 
minority, women and disadvantaged professionals. 
 
 
VII. Investment Manager Guidelines  - Separate Accounts 
 
Introduction 

 
Full discretion, within the parameters of the guidelines described herein, is granted 
to the investment managers regarding the selection of securities, and the timing of 
transactions.  
 
Compliance with all guidelines must be monitored by the investment managers on a 
regular basis (monthly or more frequently when market conditions warrant) and 
based on then current market values. Securities that, at purchase, would move the 
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portfolio out of compliance with these guidelines, based on the investment 
manager’s most recent valuation, may not be purchased.   
 
In the event that a portfolio moves out of compliance with these guidelines (as 
identified in the investment manager’s regular review of the portfolio), through 
market conditions or other changes outside the control of the investment manager, 
the investment manager must notify the Retirement System Manager as soon as 
possible.  The Retirement System Manager will notify the Board at its next meeting.  
The Retirement System Manager will work with the Investment Consultant, the 
Investment Manager and the Board to develop a plan to bring the portfolio back 
into compliance with these guidelines. 
 
General Guidelines for Separately Managed Account 
 
These general guidelines are for separately managed portfolios and are currently 
applicable only for the Domestic Active Equity Investment managers as all other 
portfolios are invested in commingled or institutional mutual funds.  For investment 
managers not participating in the Alternative Investment program, the following 
guidelines are to be adhered to, unless the Board has granted prior approval to an 
individual investment manager:     

 
• There shall be no use of options or commodities without the prior approval of 

the Board; 
• Uncovered options or futures contracts may not be purchased; 
• Uncovered short positions may not be purchased; 
• Short selling is not permitted; and 
• There shall be no use of financial leverage. 

 
For all investment managers across all asset classes, trades must be done on a 
“best-execution” basis.   
 
Domestic Active Equity Investment Manager Guidelines 

 
The guidelines listed below shall apply to all actively-managed domestic equity 
portfolios, unless otherwise specifically noted in Appendix B: 

 
• Domestic equity purchases are limited to publicly traded common 

stocks.  Exceptions shall be approved by the Board in advance; 
• All domestic equity portfolios are expected to be fully invested.  No 

more than 5% of an investment manager’s domestic equity 
portfolio may consist of cash or cash equivalents and is expected to 
be less than 3%; 

• No single holding in any investment manager’s portfolio shall 
account for more than 5% (at market) of the outstanding common 
stock of any one corporation.  Additionally, no single holding across 
all actively managed portfolios of an investment management firm 
shall account for more than 15% of the outstanding common stock 
of any one corporation; 
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• The use of foreign equity instruments which trade on U.S.-based 
exchanges, including American Depository Receipts (ADRs), are 
acceptable as domestic equity investments but shall not constitute 
more than 10% of the investment manager’s portfolio (at market) 
unless specifically authorized by the Board;   

• Convertible bonds, convertible preferred stocks, warrants and 
rights may be purchased as equity substitutes so long as they meet 
the equity guidelines listed above; and   

• Unless specifically authorized by the Board, the investment 
manager will not engage in investment transactions involving stock 
option derivatives, short sales, purchases on margin, letter stocks, 
private placement securities or commodities. 

 
International Equity Investment Manager Guidelines (these do not cover the 
Plan’s current investment managers as they are covered by the guidelines for pooled 
or commingled funds). 
 
The guidelines listed below shall apply to all international separately managed 
equity portfolios, unless otherwise specifically noted: 

 
• Short-term reserves may be held in U.S. dollar denominated, local 

currency securities, or investment vehicles available through the 
Plan’s custodian;  

• Investment managers may purchase or sell currency on a spot 
basis to accommodate securities settlements; Investment 
managers may enter into forward exchange contracts on currency 
provided that use of such contracts is designed to dampen portfolio 
volatility or to facilitate the settlement of securities transactions;  

• All international equity portfolios are expected to be fully invested.  
No more than 5% of an investment manager’s portfolio may consist 
of cash or cash equivalents and is expected to be less than 3%; 

• The number of issues held and their geographic or industry 
distribution shall be left to the investment manager provided that 
equity holdings in any one company (including common stock and 
convertible securities) do not exceed 5% of the market value of the 
investment manager's portion of the Plan’s portfolio;   

• Investment managers with established international equity 
mandates may invest up to 10% of their portfolio(s) in emerging 
markets; and 

• Investment managers with specific emerging markets equity 
mandates are expected to invest in the emerging (non-established) 
markets, subject to the guidelines listed above. 

 
Fixed Income Investment Managers (these do not cover the Plan’s current 
investment managers as they are covered by the guidelines for pooled or commingled 
funds). 

 
The guidelines listed below shall apply to all separately managed fixed income 
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portfolios, unless otherwise specifically noted: 
 

• Domestic fixed income investments may include U.S. Government 
and Federal Agency obligations, corporate bonds, debentures: 
commercial paper, certificates of deposit, Yankee bonds, mortgage-
backed securities and other domestically issued fixed income 
instruments deemed prudent by the investment manager:  

• No more than 5% of an investment manager's portfolio may be 
invested with any one issuer.  An investment manager may hold up 
to 15% of a company's bond issues across all of their portfolios.  
No limitations on issues and issuers shall apply to obligations of 
U.S. Government and Federal Agencies: 

• The overall average quality of each fixed income portfolio shall be 
rated AA or higher by both Standard and Poor’s and Moody’s.  
Split-rated securities will be governed by the lower rating.  Non-
rated issues or issues below investment grade (below BBB) may be 
purchased up to a maximum of 15% of an investment manager’s 
portfolio.  These quality restrictions will not apply to an investment 
manager who is hired to manage a dedicated credit or emerging 
market debt portfolio:    

• The average duration (interest rate sensitivity) of an actively 
managed portfolio shall not differ from the passive benchmark’s 
duration by more than plus or minus 25%: and     

• The allocation to multi-sector credit and emerging market debt portfolios 
is to be implemented through the use of collective or pooled investment 
vehicles.  Therefore, the Board is willing to accept the policies of such 
funds. 

 
Alternative Assets Guidelines 
The Alternatives portion of the portfolio includes assets that are predominantly 
illiquid and are long-term in nature.  Eligible sub-asset classes include real estate, 
private debt and private equity.  All investments will be made via a commingled 
vehicle.  Investments may be leveraged or unleveraged.  However, portfolio 
investments may only be made in investment vehicles that provide limited liability 
and protect the Plan from losses exceeding the invested capital.  The Board will 
analyze annual commitment levels and sub-strategy diversification on an annual 
basis. 
 

• Real Estate – Real Estate represents equity and debt investments in 
commercial properties in income producing sectors, raw land and other 
real estate-related opportunities.  The Board will  maintain a strategic mix 
of core and non-core real estate holdings that are geographically diverse.  
The core holdings will be invested in the traditional property types (i.e., 
apartment, office, retail, industrial and hotels) and will focus on income 
generation. Non-core holdings may also include the traditional property 
types that have high vacancy, significant upcoming lease expirations, 
and/or below market rents.  The investments may require rehabilitation, 
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redevelopment, development lease-up, financial restructuring and/or 
repositioning, thus representing a higher degree of return and risk. 

 
• Private Debt – Private debt typically represents investments that provide 

debt to support the ongoing daily operations and financing objectives of 
businesses.  This asset class offers custom solutions to companies that 
otherwise may not have the ability to qualify for traditional loans.  Terms 
are usually more restrictive, and yields are generally higher.  The Board 
will maintain a diversified allocation to private debt with emphasis on 
senior secured debt exposure. 

 
• Private Equity – Private equity generally represents investments in 

privately owned companies that are not listed on public market 
exchanges.  Investment strategies include, but are not limited to, venture 
capital, leveraged buyouts, growth equity, secondaries, mezzanine 
financing, distressed debt and special situations. The Board will diversify 
by investment type and vintage year. 

 
• Private Real Assets - Infrastructure –  Infrastructure assets are 

generally defined as physical facilities or networks that provide essential 
goods or services to a broad range of users and may be privately owned 
companies that are not listed on public market exchanges.  Investment 
strategies include, but are not limited to transportation, energy & utilities, 
communication and social sectors. The Board will diversify by investment 
type and vintage year. 

 
 
VIII. Guidelines for Use of Pooled or Commingled Funds 
 
Under some circumstances, mutual funds and other types of commingled 
investment vehicles provide lower costs and better diversification than can be 
obtained with a separately managed fund pursuing the same investment objectives.  
However, commingled investment funds cannot customize investment policies and 
guidelines to the specific needs of individual clients.  The Board is willing to accept 
the policies of such funds in order to achieve the lower costs and diversification 
benefits of commingled or mutual funds.  Therefore, pooled funds are exempt from 
the policies and restrictions specified in this document. 
 
IX. Investment Manager Monitoring   
 
General Guidelines 

 
The Board shall monitor and evaluate investment manager performance using the 
following resources: 

 
• Investment Consultant 
• Retirement System Manager 
• Monthly performance reports; 
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• Quarterly and annual Investment Performance and Portfolio 
Analysis; and 

• Other analysis as needed. 
 

Portfolios shall be measured over various and appropriate time periods: 
 

• A horizon of five to ten years shall be used in measuring the long-
term success of the Plan; 

• Shorter time periods shall be evaluated as appropriate and 
necessary.  The Board shall make every effort to look at all factors 
influencing investment manager performance, and attempt to 
discern market cyclicality from investment manager 
over/underperformance; 

• On a timely basis, at least quarterly, the Board will review actual 
investment results achieved by each investment manager (with a 
perspective toward a three to five-year time horizon or a peak-to-
peak or trough-to-trough market cycle) to determine whether the 
investment managers performed satisfactorily when compared with 
the objectives set and in relation to other similarly managed funds; 

• The Board will re-evaluate, from time to time, its progress in 
achieving the total fund, equity, fixed income and alternative 
investment segment objectives previously outlined; and 

• The periodic re-evaluation will also involve an assessment of the 
continued appropriateness of: (1) the investment manager 
structure; (2) the allocation of assets among the investment 
managers; and (3) the investment objectives for the Plan’s assets. 

 

Investment Manager Probation / Termination 
 

Investment managers may be placed on a watch list in response to the Board’s 
concerns about the investment manager’s recent or long-term investment results, 
failure of the investment manager to comply with any of this IPS, significant 
changes in the investment manager’s firm, changes in the investment manager’s 
investment strategy, anticipated changes in Plan structure, or any other reasons 
which the Board deems appropriate.   
 
This does not preclude the Board from placing an investment manager on the watch 
list for performance in a lesser time period or taking other actions if deemed 
appropriate by the Board.   
 

The Board for any reason can terminate an investment manager at any time if the 
Board determines it is in the best interest of the Plan. 
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Performance Benchmarks 
 

Total Plan Return:  The Total Plan return shall be compared against other 
public pension plans both generally and of comparable size.  The Total Plan 
return shall meet or exceed the allocation index return and the policy index 
return, which are each described below. 

 
Allocation Index: The allocation index return shall measure the success of the 
Plan’s current allocation.  It shall be calculated by using index rates of return for 
each asset class invested in by the Plan multiplied by the actual percent 
allocated to each asset class.  The difference between the allocation index return 
and the total plan return measures the effect of active management.  If the total 
plan return is greater than the allocation index return, then active management 
has in aggregate added value.  If the total plan return is less than the allocation 
index return, then active management has not added value. 

 
Policy Index:  The policy index return shall measure the success of the Plan’s 
target allocation.  It shall be calculated by using index rates of return for each 
asset class invested in by the Plan multiplied by the percent targeted to each 
asset class.  The difference between the allocation index return and the policy 
index return measures the effects of deviating from the target allocation.  If the 
allocation index return is greater than the policy index return, then deviating 
from the target allocation has added value.  If the allocation index return is less 
than the policy index return, then deviating from the target index has not added 
value. 

 
Investment Manager Benchmarks: The investment managers shall be 
compared to a combination of published index returns matching the managers’ 
specific investment style, as well as the median manager in their appropriate 
peer group universe.  Appendix A outlines the current managers and their 
appropriate benchmark(s). 

 
 
IX. INVESTMENT MANAGER REPORTING REQUIREMENTS 
 
Policy Compliance 
 
Investment managers are expected to adhere to these guidelines.  Investment 
managers must request, in writing, deviations from these guidelines.   If no 
permission is granted, managers must not take any action that would, at the time 
of the action, move their portfolio out of compliance with these guidelines.   
 
Investment managers must acknowledge annually in writing to the Board and the 
investment consultant the investment manager’s compliance with this IPS.  
Investment managers must disclose to the Board and the investment consultant 
any deviation from or violation of the investment guidelines described herein as 
soon as the manager is aware the policy has not been fully complied with.  The 
timing, duration, and resolution to any policy violation must be disclosed.   
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Investment managers must promptly inform the Board and the investment 
consultant of all significant matters pertaining to the investment of the fund assets, 
for example: 

 
• Changes in investment strategy, portfolio structure, and market 

value of managed assets. 
• Timely notice of significant changes in the ownership or affiliations, 

organizational structure, financial condition, professional personnel 
staffing and clientele of the investment management organization 
within the manager’s investment mandate.  

• Any material changes in the liquidity of the securities held in the 
portfolio.   

 
Investment managers shall initiate written communication with the Board and 
investment consultant when the investment manager believes that this IPS is 
inhibiting and/or should be altered.  No deviation from these guidelines is permitted 
until after such communication has occurred and the Board has approved such a 
deviation in writing. 
 
In addition, investment managers shall supply a quarterly summary of the 
following: 

 
• Guideline compliance; 
• Recent investment strategy; 
• Recent investment performance; 
• Portfolio holdings; 
• Discussion of any changes to the investment process or personnel; 
• Evaluation of strategy’s success/disappointments; and 
• Comment on any new/lost accounts and pending litigation. 
 

 
Soft Dollar Report 
 

Each separate account investment manager shall complete an annual soft dollar 
report to be delivered to the Staff and investment consultant after the end of each 
calendar year (December 31). If Staff believes it warrants Board attention, Staff will 
bring it forth to a Board meeting.   

Proxy Voting Report 
 
The separate account investment managers shall vote proxies in their discretion 
unless otherwise instructed by the Staff and shall maintain a proxy voting log for 
annual review by the Staff.  
 
Reports shall be provided to the Staff on an annual basis summarizing Proxy Voting 
over the previous calendar year.   The report shall detail any changes that have 
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occurred in the Plan’s Proxy Voting policies, and note any instances where proxies 
were not voted in accordance with the best interest of the Plan’s participants.  
 
Approved by the Board  
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Appendix A 
Investment Manager Structure 

Investment 
Manager 

Investment 
Style Vehicle Benchmark Peer Group Target 

Equities      

BlackRock Large Cap 
Index 

BlackRock Russell 1000 
Index Fund Russell 1000 Index n/a 7.33% 

Dodge & Cox Large Cap 
Value 

Separate Account – 
Large Cap Value 

Russell 1000 Value 
Index 

Russell 1000 Index 

Large Cap 
Value 7.33% 

State Street 
Global Advisors 

Large Cap 
Growth Index 

SSgA Russell 1000 
Growth Index NL Fund 

Russell 1000 Growth 
Index n/a 7.34% 

Dimensional 
Fund Advisors 

Small Cap 
Core US Small Cap Trust Russell 2000 Index Small Cap 

Core 6.0% 

Capital Group Non-U.S. 
Equity 

Capital Group 
International Equity 

Trust 
MSCI EAFE Index Non-US 

Equity 6.0% 

BlackRock Non-U.S. 
Equity EAFE Equity Index Fund MSCI EAFE Index n/a 2.0% 

BlackRock Non-U.S. 
Equity 

EAFE Equity Value 
Index Fund MSCI EAFE Value n/a 6.0% 

Dimensional 
Fund Advisors 

Non-U.S. 
Small Cap 

DFA International Small 
Company Portfolio (I) 

MSCI World ex USA 
Small Cap Index 

Non-US 
Small Cap 3.0% 

City of London Emerging 
Markets 

Emerging Markets 
Country Fund 

MSCI Emerging Markets 
Index 

Emerging 
Markets 3.0% 

Legal & General 
Emerging 
Markets 
Index 

Emerging Markets 
Country Fund 

MSCI Emerging Markets 
Index n/a 3.0% 

Fixed Income      
      

Income 
Research and 
Management 

Core Bonds IR&M Core Bond Fund Bloomberg US 
Aggregate Index n/a 11.50% 

Loomis Sayles Multi-sector 
Credit 

Loomis Sayles Credit 
Asset Trust 

50% Barclays Capital 
Credit Index, 25% 

Barclays Capital High 
Yield Index, 25% Credit 

Suisse First Boston 
Levered Loan Index 

n/a 9.5% 

PIMCO Multi-sector 
Credit 

PIMCO Diversified 
Income Fund 

Barclays Capital Global 
Credit Hedged USD 

Index  
n/a 9.5% 

      
Alternatives*      

Real Estate Core and 
Non-Core Various NCREIF ODCE Index n/a 5.0% 

Private Debt US and Non-
US Various S&P/LSTA Levered Loan 

Index n/a 5.0% 

Private Equity US and Non-
US Various Cambridge Global PE 

and VC Index n/a 5.0% 

Private Real 
Assets - 

Infrastructure 

US and Non-
US Various  n/a 2.5% 

 
*The targets listed represent broad asset class targets.  The Board may further establish targets at a sub-asset 
class level.  
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Appendix B 
Dodge & Cox 

Large Capitalization Value Manager 
 

I. Investment Objectives 
 

The following investment objectives for Dodge & Cox are based on a time horizon of 
a minimum of three years so that interim fluctuations should be viewed with 
appropriate perspective: 
 

• Achieve a net-of- fee return which exceeds the Russell 1000 Index over a 
market cycle and the Russell 1000 Value Index over a shorter term horizon; 
and  

• Achieve a gross-of- fee return which places above the median manager in a 
comparative universe of large capitalization value managers. 

 
II. Policies and Guidelines 

 
Securities shall be diversified by industry and in number so that investment in the 
securities of a single issuer shall not exceed 5% (at market) of the value of the 
portfolio and/or 5% of the company’s total outstanding shares.  Dodge & Cox will 
inform the Retirement System Manager (RSM) if they believe exceeding the 5% 
limitation will bring benefit to the Plan.  The RSM will have the discretion to grant a 
60-day temporary new “cap”.  During this 60-day period, RSM will discuss the issue 
with the Board.  The Board will have the ability to grant a long-term waiver of the 
5% maximum. 
 
Unless specifically authorized by the Board, Dodge & Cox will not engage in 
investment transactions involving stock option derivatives, short sales, purchases 
on margin, letter stocks, private placement securities or commodities. 
 
The use of foreign equity instruments which trade on U.S.-based exchanges, 
including American Depository Receipts (ADRs), are acceptable as domestic equity 
investments but shall not constitute more than 20% of the portfolio (at market).  
The use of other non-U.S. securities is allowed as long as the security is traded over 
the counter. 
 
The maximum of 5% total in REITs with an additional constraint of a maximum of 
2.5% (at market) of the entire portfolio in one particular REIT. 
 
Dodge & Cox is expected to remain fully invested.  The cash holdings should not 
exceed 5% of the market value in the portfolio and is expected to be less than 3%.    
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Appendix C 

Policy Concerning Disclosure of Placement Agent Fees 
 

Investments in the AC Transit Employees’ Retirement Plan (“Plan”) are subject to 
the restrictions specified in this policy concerning the disclosure of placement agent 
fees.  Further investment management guidelines are imposed by the Retirement 
Board.  This policy is intended to supplement any applicable provisions of state or 
federal law. 

I.      PURPOSE 
The following policy sets forth the circumstances under which the Retirement 
Board requires the disclosure of payments to Placement Agents in connection 
with Plan investments with external investment managers. The term 
“external investment manager” as used in this policy is broadly defined to 
include investment managers, general partners, and sponsors of hedge 
funds, private equity funds, real estate funds and other closed-end 
investment vehicles. The adoption of this policy requires broad, timely and 
updated disclosure of all Placement Agent relationships, compensation and 
fees. In the event the external investment manager utilizes a fund of funds 
approach, Placement Agent disclosure will only be required at the fund level, 
not of each underlying fund. 

This Policy is to be applied to all agreements with external investment 
managers after the date this policy addendum is approved. It will also apply 
to existing external investment managers if, after approval, agreements are 
amended to extend the length of the agreement, renegotiate fees, increase 
the commitment of funds or change the agreement in a substantial way. In 
the event such amendments to the original agreement are made, the 
disclosure provisions of this Policy will apply to the amendment and not to 
the original agreement. 

 

II. GOALS 

Disclosure of all Placement Agent relationships, compensation and fees is 
intended to provide: 

1. Transparency and confidence in investment decision-making by the 
Retirement Board without concerns of impropriety.  

  

2. Supplemental information to Retirement Board Members, Staff and 
Consultants when evaluating investment opportunities.  
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3. Investment decisions that are consistent with the Retirement Board’s 
Statement of Investment Objectives and Policy Guidelines. 

 

III. RESPONSIBILITIES  

A. Each of the Plan’s external investment managers is responsible for: 
  

1. Providing the following information (subsequently referred to as the 
“Placement Agent Information Disclosure”) to Staff and the Board’s 
Consultant at the time investment discussions are initiated: 

 

a. A statement disclosing whether the external investment 
manager’s principals, employees, agents or affiliates has 
compensated or agreed to compensate, directly or 
indirectly, any person or entity to act as a Placement Agent 
in connection with investments being considered or  those 
that have already been made by the Retirement Board (in 
the event there is a change to the existing agreement).  

 

b. A resume for each officer, partner or principal of the 
Placement Agent detailing the individual’s education, 
professional designations, regulatory licenses, and 
investment experience. If any of these individuals or a 
member of their immediate family is a current Retirement 
Board Member, Staff member or employed by the 
Consultant, this will be specifically noted.   

 

c. A description of any and all compensation of any kind 
provided or agreed to be provided to a Placement Agent, 
including the value, timing, and nature of the 
compensation.  

 

d. A description of the services to be performed or that is 
currently being performed by the Placement Agent and a 
statement as to whether the Placement Agent is utilized 
with all prospective clients or a subset of prospective 
clients.  
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e. The names of any Retirement Board Members, Staff or 
Consultants who suggested the retention of a Placement 
Agent. 

 

f. A statement that the Placement Agent (or any of its 
affiliates, if applicable) is registered with the Securities and 
Exchange Commission or the Financial Industry Regulatory 
Association and the details of such registration. 

 

g. A statement whether the Placement Agent, or any of its 
affiliates, is registered as a lobbyist with any state or 
national government. 

 

2. Providing updates of any changes to any of the information 
included in the Placement Agent Information Disclosure within 14 
calendar days of the date that the external investment manager 
knew or should have known of a change in the information 
originally provided. 

 

3. Representing and warranting the accuracy of the information 
included in the Placement Agent Information Disclosure in any final 
written agreement between the external investment manager and 
the Retirement Board, with a continuing obligation to update any 
changes in accordance with Section III-2 of this Policy. 

 

B. Retirement Board Staff is responsible for all of the following: 
 

1. Providing external investment managers with a copy of this Policy 
at the time that discussions are initiated with respect to a 
prospective investment or with respect to amendments to 
agreements with current investments. 

 

2. Confirming that the Placement Agent Information Disclosure has 
been received prior to the completion of any due diligence and 
before any recommendation is made regarding prospective 
investments or amendments to agreements with current 
investments. 
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3. Declining the opportunity to retain or initiate an investment with an 
external investment manager if the Placement Agent Information 
Disclosure reveals that a Placement Agent was employed that is not 
registered with either the Securities and Exchange Commission or 
the Financial Industry Regulatory Association. 

 

4. Securing in the final written agreement between the Retirement 
Board and the external investment manager the following remedies 
in the event it is discovered that the external investment manager 
knew or should have known about any material omission or 
inaccuracy in the Placement Agent Information Disclosure or any 
other violation of this Policy: 

 

a. Whichever is greater, the reimbursement of any 
management or advisory fees for two years or an amount 
equal to the amounts paid or promised to be paid to the 
Placement Agent; and 

 

b. The authority to terminate immediately the investment 
management contract or other agreement with the external 
investment manager without penalty, to withdraw without 
penalty from the limited partnership, limited liability 
company or other investment vehicle, or to cease making 
further capital contributions (and paying any fees on these 
uncalled commitments) to the limited partnership, limited 
liability company or other investment vehicle. 

 

5. Confirming that the final written agreement between the 
Retirement Board and the external investment manager states that 
the external investment manager shall be solely responsible for, 
and the Retirement Board shall not pay for, any fees, compensation 
or expenses for any Placement Agent used by the external 
investment manager.  

 

6. Prohibiting any external investment manager or Placement Agent 
from soliciting new investments from the Retirement Board for a 
five year period after commitment of a material violation of this 
Policy. 

 

7. Providing a copy of the Placement Agent Information Disclosure to 
the Retirement Board whenever decisions to invest in external 
investment managers are up for approval or whenever decisions to 
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amend current external investment manager agreements are up for 
approval. 

 

8. Compiling a quarterly report containing the names and amount of 
compensation agreed to be provided to each Placement Agent by 
each external investment manager as reported in the Placement 
Agent Information Disclosures, and providing the report to the 
Retirement Board.  

 

9. Reporting to the Retirement Board at least quarterly any material 
violations of this Policy. 

 

C. External investment managers shall comply with this Policy and cooperate 
with Staff in meeting their obligations under this Policy. 

 

D. Only the Retirement Board can provide exceptions to this Policy and any 
such exceptions granted shall be noted in the minutes of the Retirement 
Board meeting at which the exception was granted. 

 

E. The Placement Agent Information Disclosures and any related documents 
are public records subject to disclosure under the California Public Records 
Act.  

 

 

Placement Agent Policy 

Approved by the Board on June 14, 2010 

Initially Approved as Part of Investment Policy with a Change on 9/9/11.  Approved 
as part of Investment Policy on December 15, 2014. 

Amended at the 5/20/21 Board meeting to delete paragraph III A. e. on requiring 
copies of contract between the external investment manager and the Placement 
Agent.  
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	This guideline is to be pursued by the AC Transit Employees’ Retirement Plan on a long-term basis but will be revised if significant changes occur within the economic and/or capital market environments.  A change in liability structure, funded status,...
	Target Asset Mix
	*It is understood that these asset classes are illiquid and therefore maintaining the target exposure over time may not be practical.
	Rebalancing
	The Board will review asset allocation at least quarterly to determine if the asset allocation is consistent with the exposure ranges described herein.  The retirement system manager will direct investment managers to transfer funds to rebalance the a...
	The Board shall strive to maintain a neutral bias with respect to style allocation (growth versus value) in its equity investments.  The Board members recognize that over the long run, returns from growth and value investing tend to approximate each o...
	responsibilities, shall use appropriate judgment and care when rebalancing portfolios.

	VI. Investment Manager Selection
	The Board intends that any qualified candidate receive fair consideration.  Candidates must be a registered investment advisor as defined in the 1940 Investment Advisors Act or be exempt from such registration, i.e., a bank or insurance company.  The ...

	VII. Investment Manager Guidelines  - Separate Accounts
	Introduction
	Full discretion, within the parameters of the guidelines described herein, is granted to the investment managers regarding the selection of securities, and the timing of transactions.
	Compliance with all guidelines must be monitored by the investment managers on a regular basis (monthly or more frequently when market conditions warrant) and based on then current market values. Securities that, at purchase, would move the portfolio ...
	In the event that a portfolio moves out of compliance with these guidelines (as identified in the investment manager’s regular review of the portfolio), through market conditions or other changes outside the control of the investment manager, the inve...

	General Guidelines for Separately Managed Account
	Domestic Active Equity Investment Manager Guidelines
	The guidelines listed below shall apply to all actively-managed domestic equity portfolios, unless otherwise specifically noted in Appendix B:
	 Domestic equity purchases are limited to publicly traded common stocks.  Exceptions shall be approved by the Board in advance;
	 All domestic equity portfolios are expected to be fully invested.  No more than 5% of an investment manager’s domestic equity portfolio may consist of cash or cash equivalents and is expected to be less than 3%;
	 No single holding in any investment manager’s portfolio shall account for more than 5% (at market) of the outstanding common stock of any one corporation.  Additionally, no single holding across all actively managed portfolios of an investment manag...
	 The use of foreign equity instruments which trade on U.S.-based exchanges, including American Depository Receipts (ADRs), are acceptable as domestic equity investments but shall not constitute more than 10% of the investment manager’s portfolio (at ...
	 Convertible bonds, convertible preferred stocks, warrants and rights may be purchased as equity substitutes so long as they meet the equity guidelines listed above; and


	International Equity Investment Manager Guidelines (these do not cover the Plan’s current investment managers as they are covered by the guidelines for pooled or commingled funds).
	The guidelines listed below shall apply to all international separately managed equity portfolios, unless otherwise specifically noted:
	 Short-term reserves may be held in U.S. dollar denominated, local currency securities, or investment vehicles available through the Plan’s custodian;
	 Investment managers may purchase or sell currency on a spot basis to accommodate securities settlements; Investment managers may enter into forward exchange contracts on currency provided that use of such contracts is designed to dampen portfolio vo...
	 All international equity portfolios are expected to be fully invested.  No more than 5% of an investment manager’s portfolio may consist of cash or cash equivalents and is expected to be less than 3%;
	 The number of issues held and their geographic or industry distribution shall be left to the investment manager provided that equity holdings in any one company (including common stock and convertible securities) do not exceed 5% of the market value...
	 Investment managers with established international equity mandates may invest up to 10% of their portfolio(s) in emerging markets; and
	 Investment managers with specific emerging markets equity mandates are expected to invest in the emerging (non-established) markets, subject to the guidelines listed above.


	Fixed Income Investment Managers (these do not cover the Plan’s current investment managers as they are covered by the guidelines for pooled or commingled funds).
	The guidelines listed below shall apply to all separately managed fixed income portfolios, unless otherwise specifically noted:
	 Domestic fixed income investments may include U.S. Government and Federal Agency obligations, corporate bonds, debentures: commercial paper, certificates of deposit, Yankee bonds, mortgage-backed securities and other domestically issued fixed income...
	 No more than 5% of an investment manager's portfolio may be invested with any one issuer.  An investment manager may hold up to 15% of a company's bond issues across all of their portfolios.  No limitations on issues and issuers shall apply to oblig...
	 The overall average quality of each fixed income portfolio shall be rated AA or higher by both Standard and Poor’s and Moody’s.  Split-rated securities will be governed by the lower rating.  Non-rated issues or issues below investment grade (below B...
	 The average duration (interest rate sensitivity) of an actively managed portfolio shall not differ from the passive benchmark’s duration by more than plus or minus 25%: and



	IX. Investment Manager Monitoring
	General Guidelines
	The Board shall monitor and evaluate investment manager performance using the following resources:
	 Investment Consultant
	 Retirement System Manager
	 Monthly performance reports;
	 Quarterly and annual Investment Performance and Portfolio Analysis; and
	 Other analysis as needed.

	Portfolios shall be measured over various and appropriate time periods:
	 A horizon of five to ten years shall be used in measuring the long-term success of the Plan;
	 Shorter time periods shall be evaluated as appropriate and necessary.  The Board shall make every effort to look at all factors influencing investment manager performance, and attempt to discern market cyclicality from investment manager over/underp...
	 On a timely basis, at least quarterly, the Board will review actual investment results achieved by each investment manager (with a perspective toward a three to five-year time horizon or a peak-to-peak or trough-to-trough market cycle) to determine ...
	 The Board will re-evaluate, from time to time, its progress in achieving the total fund, equity, fixed income and alternative investment segment objectives previously outlined; and
	 The periodic re-evaluation will also involve an assessment of the continued appropriateness of: (1) the investment manager structure; (2) the allocation of assets among the investment managers; and (3) the investment objectives for the Plan’s assets.


	Investment Manager Probation / Termination
	Investment managers may be placed on a watch list in response to the Board’s concerns about the investment manager’s recent or long-term investment results, failure of the investment manager to comply with any of this IPS, significant changes in the i...
	This does not preclude the Board from placing an investment manager on the watch list for performance in a lesser time period or taking other actions if deemed appropriate by the Board.

	Performance Benchmarks
	Total Plan Return:  The Total Plan return shall be compared against other public pension plans both generally and of comparable size.  The Total Plan return shall meet or exceed the allocation index return and the policy index return, which are each d...
	Allocation Index: The allocation index return shall measure the success of the Plan’s current allocation.  It shall be calculated by using index rates of return for each asset class invested in by the Plan multiplied by the actual percent allocated to...
	Policy Index:  The policy index return shall measure the success of the Plan’s target allocation.  It shall be calculated by using index rates of return for each asset class invested in by the Plan multiplied by the percent targeted to each asset clas...
	Investment Manager Benchmarks: The investment managers shall be compared to a combination of published index returns matching the managers’ specific investment style, as well as the median manager in their appropriate peer group universe.  Appendix A ...


	IX. INVESTMENT MANAGER REPORTING REQUIREMENTS
	Policy Compliance
	Investment managers are expected to adhere to these guidelines.  Investment managers must request, in writing, deviations from these guidelines.   If no permission is granted, managers must not take any action that would, at the time of the action, mo...
	Investment managers must acknowledge annually in writing to the Board and the investment consultant the investment manager’s compliance with this IPS.  Investment managers must disclose to the Board and the investment consultant any deviation from or ...
	Investment managers must promptly inform the Board and the investment consultant of all significant matters pertaining to the investment of the fund assets, for example:
	 Changes in investment strategy, portfolio structure, and market value of managed assets.
	 Timely notice of significant changes in the ownership or affiliations, organizational structure, financial condition, professional personnel staffing and clientele of the investment management organization within the manager’s investment mandate.
	 Any material changes in the liquidity of the securities held in the portfolio.

	Investment managers shall initiate written communication with the Board and investment consultant when the investment manager believes that this IPS is inhibiting and/or should be altered.  No deviation from these guidelines is permitted until after s...
	In addition, investment managers shall supply a quarterly summary of the following:
	 Guideline compliance;
	 Recent investment strategy;
	 Recent investment performance;


	Soft Dollar Report
	Proxy Voting Report
	The separate account investment managers shall vote proxies in their discretion unless otherwise instructed by the Staff and shall maintain a proxy voting log for annual review by the Staff.
	Reports shall be provided to the Staff on an annual basis summarizing Proxy Voting over the previous calendar year.   The report shall detail any changes that have occurred in the Plan’s Proxy Voting policies, and note any instances where proxies were...
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