
Approved Minutes 
Meeting of the  

AC TRANSIT RETIREMENT BOARD 
January 7, 2016 

 
 
ROLL CALL 
 
Chair Jeffrey Lewis called the meeting to order at 9:05 AM  
 
Members Present:   Sue Lee, Davis Riemer, Joyce Willis, Vice Chair Yvonne   

Williams, and Chair Jeffrey Lewis 
Absent at Roll Call: None 
Members Absent:   None 
 
Also Present: Hugo Wildmann, Retirement System Manager; Adelle Foley, Retirement 
System Administrator; Russell Richeda, Legal Counsel; (the following individuals were 
at part of the meeting); H.E. Christian Peeples, District Board President and Liaison; 
Claudia Allen, AC Transit Chief Financial Officer; Carolyn Smith and Kevin Novak, 
NEPC; Sandra Lee, Vice President ATU Local 192. 
 
PUBLIC COMMENTS 
 
None 
 
CONSENT CALENDAR 
 
MOTION: WILLIAMS/RIEMER to adopt the Consent Calendar (5-0-0-0) 
 
Ayes: Members Lee, Riemer, and Willis, Vice Chair Williams, and Chair Lewis 

-- 5 
Noes: None 
Abstain: None  
Absent: None 
 
APPROVED 
 
A. Approval of Minutes for December 10, 2015 

 
APPROVED 
 
B. Approval of Minutes for October 21, 2015 (Joint Meeting)  
 
APPROVED 
 
C. Approval of Financials for November 2015 

Staff Report 16-040 
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APPROVED 
 
D. Approval of Retirements for February 2016 

 
1. Christopher Beach 41524 
2. William Coffel 42107 
3. Stephen Head 40592 
4. Randall Shivers 30233 
5. Milton Smith 31278 
 

APPROVED 
 
REGULAR CALENDAR 
 
E. Approval of Retirements for January/February 2016 with conditions, if any. 
  

1. Gilda Bolton #30700  (January). 
2. Modistine Johnson #30913  (January)        
3. Alonzo Williams           #31269  (February) Hold back estimated amount          

pending completion of Domestic Relations Order with his former spouse. 
 
MOTION: WILLIAMS/RIEMER to approve retirements of Ms. Bolton and Mr. 
Williams.  No holdback was necessary for Ms. Johnson, because her former spouse 
signed a waiver of his right to a portion of her pension.  
 

The Board congratulated Randall Shivers for 32 years of service, Gilda Bolton for 28 
years of service, Stephen Head for 26 years of service, and Milton Smith and Alonzo 
Williams for 24 years of service. 

 
(Carolyn Smith and Kevin Novak, NEPC joined the discussion of agenda items F through 
L) 

 
F. Asset Allocation and Investment Manager Update  

 
There was no allocation report because the meeting was held very early in the month. 
 
Kevin told the Board that he expected that the results for 2015 would be slightly 
negative.  More detailed results would be available in February.  Hugo pointed out 
that the results should be compared to our assumed rate of return of 7.25%.  He 
pointed out the expected negative impact of these results on the pension contribution.  
Hugo also added that markets had fallen in the first part of January. 

 
G. Update on Brookfield Non-Core Real Estate Manager 
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Hugo recalled that there were significant differences between the side letter proposed 
by AC Transit and the one proposed by Brookfield.  Hugo and Counsel Richeda 
talked with outside Counsel Tom Hickey, who provided his main points of concern.   
 
Hugo told the Board that he and Counsel Richeda would be talking with Brookfield’s 
General Counsel after the Board meeting to see if the differences can be resolved in a 
limited amount of time as we need to be mindful that we are paying Tom Hickey on 
an hourly basis.  If an agreement appears possible, Tom Hickey could spend an hour 
discussing a possible agreement, and decide if significant progress was made.   If not, 
the Board could stop consideration of Brookfield, and look at another investment.  
Chair Lewis asked Carolyn to let the Board know which firm the Orange County 
retirement board had chosen.   Carolyn added that an AC Transit investment could be 
attractive because it would not be from a plan regulated by ERISA. 
 
Board members expressed their thoughts on continuing to work with Brookfield.  
Member Lee, who had opposed this investment as too risky, said that she had become 
increasingly uncomfortable in light of Tom Hickey’s issues and Orange County 
Pension fund’s decision not to invest in Brookfield.  Other members were willing to 
continue the dialog with Brookfield if it appeared to be leading to satisfactory 
agreement. 
 
The Board instructed Hugo and Counsel Richeda to go ahead with discussions with 
Brookfield.  

 
H. Growth vs. Value Investment Presentation 

 
Carolyn spelled out the distinctions between value and growth investments.  Value 
investments are selected based on a low stock price compared with the perceived 
value of the company.  Dodge & Cox is the value manager in AC Transit’s portfolio.  
Growth companies are selected for their prospective growth.  Price is less of a 
concern.  AC Transit holdings include Sands and the State Street growth index. 
The categories make up a continuum -- companies representing a blend are called 
core.   
 
Carolyn referred to the “Growth and Value Discussion” material in the Board 
Package, provided by NEPC.  The material covered long-term and short-term returns, 
AC Transit time lines, comparisons of the two styles during different periods, 
capitalization size, and comparison of AC Transit and S&P 500 holdings by sector.   
 
Carolyn pointed out that over the long term – 1928 to 2014 – small cap value had the 
best performance.  Over the last five and ten year periods, growth outperformed 
value, based on the Russell 1000 index.   The time lines of Dodge & Cox (value) and 
RCM/Sands and State Street (growth) show that different styles put in superior 
performances at different times.  Therefore, it is best to hold both styles, to diversify. 
Member Riemer agreed and wondered what would be the most intelligent blend. 
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Turning to the comparison of the S&P 500 and the AC Transit portfolio by sector, AC 
Transit has a higher concentration in information technology. Kevin said that the 
concentration was largely due to Sands, which is unlikely to change.  Overall, the AC 
Transit portfolio tilts more toward growth.  This was also true compared to the 
Russell 1000 as well. 
 
Member Lee believed that the higher concentration of information technology stocks 
could be risky. Carolyn pointed out that the allocations shift over time.  Chair Lewis 
remarked that the discussion of allocations was moving into the discussion of active 
vs. passive managers. 
 
Carolyn commented that the Board could shift funds to a value index fund or to a core 
fund.  Hugo added that if AC Transit’s growth bias is due to Sands then the Board 
might want to consider shifting some of the Russell 1000 Growth index to a Russell 
1000 index.  If it is due to Dodge & Cox, however, we must be aware that they might 
move more toward a more deep value tilt at some time.  Carolyn said that she and 
Kevin might be able to track Dodge & Cox’s history. 
 
The Board discussed various options to move the AC Transit tilt more toward value, 
including moving to passive value funds or Core funds.   Member Riemer hoped the 
result would lower the price/earnings and price/book ratios and increase yields.    The 
Board asked NEPC to explore the various options. 
 
Chair Lewis called a recess at 10:21 AM 
 
The meeting reconvened at 10:48 AM 

 
I. Active and Passive Discussion 
 

The Board agreed to take up this topic at the next meeting. 
 
J. 2016 NEPC Investment Assumptions and Actions 

 
Carolyn reminded the Board that every year NEPC puts together a set of assumption 
covering a 5 to 7 year horizon and a 30 year horizon.  She added that the assumed 
returns have come down.  NEPC also provides recommendations for clients and 
implementation actions.  Specifics will be available in February. 
 
NEPC observed that the US economic expansion continues at a slow and steady pace.  
The strong US dollar is limiting US exports, although the economic stimulus in 
Europe and Japan has been effective.  Corporate profits have been strong, but 
employee compensation has not kept pace.   China’s markets have been volatile, and 
Emerging Market growth has been weak as a new economic model moves the focus 
from manufacturing to consumption. 
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NEPC foresees a return of 6% in large cap equities and 6.25% in small cap over the 
next 5-7 years.  The overall expected return for the AC Transit portfolio is 6.0% over 
5-7 years and 7.1% over 30 years.  Actual results could be higher or lower with active 
management. 
 
NEPC remains committed to investment in Emerging Market equities based on 
growth in the middle class.  Hugo noted that NEPC has given the Board the same 
advice for several years.  Carolyn replied that the emerging Market economics have 
significant growth potential.  Kevin added that the outlook is very country-specific. 
 
NEPC will provide additional information in February. 
 

K. NEPC Work Plan for 2016 
 

The discussion of Growth vs. Value managers will continue in February.  The Active 
vs. Passive discussion will take place in March. 

 
L. Calendar for 2016 
 

Chair Lewis may not be able to attend the meeting on February 22.  If one member of 
the Board will be absent the discussions of Growth vs. Value and Active vs. Passive 
managers will be postponed. 
 

Chair Lewis called a recess at 11:37 AM 
 

The meeting reconvened at 11:47 AM 
 
M. PEPRA Update 
 

Hugo told the Board that he and Counsel Richeda would meet with AC Transit 
General Counsel Standridge as required under the District Board 170 process.  
Director Peeples said that he did not think that there had been a court ruling in the 
DOL litigation. 

 
N. Updated Medical Report Form for Disabilities 

 
Adelle referred to the updated form, and Hugo’s cover memorandum, included in the 
Board Package.   Staff hopes that the changes will clarify the specific information that 
is needed to distinguish between an Occupational Disability and a Total and 
Permanent Disability, without contacting the doctor who signed the form. 
 
The Board liked the specific questions added to the form, but noted that only time 
will tell if the changes will have the desired results.  They believed that the changes 
were worth a try. 

 
O. Review of Service Providers to the Board 
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Hugo referred to his memorandum, in the Board Package, addressing the review of 
service providers, included in the Board Package.  Hugo recalled that the Board had 
expressed a desire to review the Board’s service providers.  He had suggested 
beginning with Actuarial services, Investment Consulting, Legal services (including 
Tom Hickey) and Audit services. 
 
The Board discussed the review of service providers.  They agreed that it was 
necessary as part of their role as fiduciaries, but an exhaustive review would not be 
needed unless there was specific need as a result of Board or staff concerns to 
perform a more comprehensive review.  Hugo told the Board that the service 
providers do not have fixed terms.  Counsel Richeda reported that there is no standard 
practice for such a review, so the Board has flexibility and can use its discretion. 
 
Board Members agreed that a form on the service provider would be useful, but it 
should be short and simple.  Hugo agreed to provide background facts as part of the 
review, and to schedule the first review for February. 
 

P. Pension Benefit Calculations for Former Union Officers (Gardner) 
 
Hugo told the Board that he and Counsel Richeda would be meeting with ATU Local 
192 Counsel Shawn Groff the week after the Board meeting. 
 

Q. Hearing Officer Update 
 

The Board is required to have five hearing officers to hear appeals of rulings by the 
Board.  For quite some time there has been only one. 
 
Vice Chair Williams said that she would reissue the union’s list of potential hearing 
officers.  The Board directed Hugo and Counsel Richeda to draft a letter for Chair 
Lewis’ signature covering the need for action on this question. 
 

R. Retirement System Manager Report 
1. Cost Estimate on District Request 

Hugo had provided AC Transit General Counsel Standridge an estimate of about 
$40 thousand to analyze a potential loan by the Retirement Fund.  He told the 
Board that AC Transit Director Harper expected the question of the potential loan 
to go to the District Board within a few weeks. 

2. CALAPRS General Assembly – March 6-8, 2016 
Hugo encouraged Board Members to attend the General Assembly, and asked 
them to let him know if they wished to attend. 
 

MOTION: RIEMER/WILLIAMS to encourage any and all Board Members to attend 
the General Assembly and authorize the related cost. (5-0-0-0) 
 

6 of 8



AC Transit Retirement Board 
January 7, 2016 
 

 7 

MOTION: RIEMER/WILLIAMS to approve attendance at the General Assembly by 
Hugo Wildmann. (5-0-0-0) 
 

3. Department Workload 
Continued to be very busy. 
 

S. (CLOSED SESSION)   
1)  Matters Relating to Personnel: Disability Applicants’ and Disability Retirees’ 

Medical Records    (Government Code Section 54957; 65 Ops. Cal. Atty. Gen. 
412 (1982) 
a. Arsenia Legaspi – Total and Permanent Disability 
b. Ray Dunhams – Total and Permanent Disability 
c. Terence Chrisman – Total and Permanent Disability 
d. Kelvyn Johnson – Occupational Disability 
e. Michael Jefferson – Total and Permanent Disability 
f. Lua Lanell – Occupational Disability 
g. Bridjet Toles – Total and Permanent Disability 
h. Linda Young – Total and Permanent Disability 
i. Kevin Dickerson – Total and Permanent Disability 
j. Bernard Ellis – Total and Permanent Disability 
k. Gerald McClain – Total and Permanent Disability 

  
2) Matters Relating to Pending or Threatened Litigation  

a. Conference with Legal Counsel – (Government Code Section 54956.9(a)):  
1) Pension Calculations for James Gardner and Other Former 

Union Officers  
2) Appeal of Denial of Total and Permanent Disability for Aubrey 

Johnson 
 

T. (RESUME OPEN SESSION) 
1. Report and/or Action on Closed Session Items 

 

Counsel Richeda Reported 

 

a. S)1)b Ray Dunhams – Total and Permanent Disability 
 

The Board approved Ray Dunhams for total and Permanent Disability 
retirement, retroactive to May 1, 2014.  

 
 STAFF COMMENTS 
 
 None 
 
 RETIREMENT BOARD COMMENTS 

7 of 8



AC Transit Retirement Board 
January 7, 2016 
 

 8 

 
 None 
 
 ATTORNEYS’ REPORT  
None 
 
ADJOURNMENT 
 
MOTION: LEE/RIEMER to adjourn (3-0-0-2) 
 
The meeting adjourned at 12:50 PM 
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