
  Staff Report 16-126 

Approved Minutes 
Special Meeting of the  

AC TRANSIT RETIREMENT BOARD 
March 23, 2016 

 
 
ROLL CALL 
 
Chair Jeffrey Lewis called the meeting to order at 9:07 AM  
 
Members Present:   Sue Lee, Davis Riemer, and 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); Claudia Allen, AC Transit Chief Financial Officer; Carolyn Smith 
and Kevin Novak, NEPC. 
 
PUBLIC COMMENTS 
 
None 
 
CONSENT CALENDAR 
 
MOTION: RIEMER/WILLIAMS 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 February 22, 2016 

 
APPROVED 
 
B. Approval of Financials for January 2016 

 
APPROVED 
 
C. Approval of Invoices for $185,895.45 
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APPROVED 
 
D. Approval of Retirements for April 2016 

 
1. Jerry Presley 40183 
2. Terrence Twohig 41190 
3. Margarita Uribe 30601 
4. Bobby Wilkerson 33415 
5. Steven Harris 32008 – Term Vested 
6. Brenda Jackson   2227 – Term Vested 
7. Laura Landry 31500 – Term Vested 
 

APPROVED 
 
REGULAR CALENDAR 
 
Hugo reviewed the Agenda items to be discussed at the March Board meeting. 
 
E. Approval of Retirements for March/April 2016 with conditions, if any. 
  

1.  Cynthia Boatwright 31072  (March)  
2. Jester Childs 40126  (April) Completion of Benefit Option by 3/31.    
3. Henry Collins 30926 (April) Hold back estimated amount pending   

completion of Domestic Relations Order with his former spouse. 
4. Merry Smith 30582 (April)  Completion of Benefit Option by 3/31 
5. Leanna Hubbard 32236 (April) -- Term Vested Completion of Benefit 

Option by the end of March. 
6. Jay Thornton 31047 (April) – Term Vested  Hold back estimated 

amount pending completion of Domestic Relations Order with his former spouse. 
  

MOTION: WILLIAMS/RIEMER to approve the six retirements listed above with the 
conditions, if any.   (5-0-0-0)  
 

The Board congratulated Jester Childs and Jerry Presley for 34 years of service; 
Merry Smith and Margaret Uribi for 29 years of service; Henry Collins for 27 years 
of service; and Cynthia Boatwright for 25 years of service.  They noted the 
experience of the retirees.  

 
(Carolyn Smith and Kevin Novak, NEPC, joined the discussion of agenda items F 
through M.) 
 
F. Asset Allocation and Investment Manager Update 
 

Turning to the February 29th  Performance Report, Hugo and Carolyn remarked on 
the improvement during March, which showed equity markets unchanged for the 
month after spending the first two months of the year in negative territory. Hugo said 
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the performance had improved since the end of February, and equities were up 
slightly for the year.  Carolyn pointed out the improvement in Emerging Markets.   
 
Hugo mentioned that Sands continued to underperform its benchmark, losing 14% 
year-to date while the benchmark was down 6%.  Chair Lewis asked when the Board 
should take a hard look at Sands.  Carolyn replied after a full market cycle of 5-7 
years, particularly since Sands has a very concentrated portfolio.  Hugo noted that 
Sands – a decidedly growth-oriented manager -- underperformed the growth 
benchmark.  He added that this issue could be part of the active/passive discussion. 
 
Member Lee raised questions regarding holding such a concentrated portfolio. She 
was not yet on the Board when it selected Sands.  Chair Lewis and Vice Chair 
Williams recalled that the Board knew that Sands had a concentrated portfolio when 
they chose that manager.   Carolyn stressed that the Board should give a manager 
such as Sands time to perform, or invest in an index rather than an active manager. 
 
The Board agreed to follow the advice of the consultant. 
 

G. Update on Brookfield Non-Core Real Estate Manager 
 
Hugo told the Board that he had signed the paperwork, completing the arrangements 
to invest in Brookfield.  He expects the first capital call, of about 10%, to take place 
in mid-April.  Member Riemer asked how long it would take to invest the full $5 
million.  Carolyn replied that it could be two years, and agreed to report on the 
expected time frame at the April meeting. 
 

H. Articles on Growth/Value and Investment Performance 
I. Investment Style Discussion 

 
Hugo referred to three articles on Growth vs Value investment performance, included 
in the Board Package.  The Board thanked Member Riemer for providing this 
material. 
 
Chair Lewis recalled that the AC Transit portfolio has a growth tilt.  He told the 
Board that it should address whether the portfolio should be neutral on the 
growth/value continuum, or if it should have a slight value tilt; and the options to 
reach the desired style. 
 
Member Riemer stressed that over the long run value has outperformed growth, but 
not during all shorter periods.  He added that the difference between the styles is not 
only a question of risk.  Rather the evidence that a value tilt brings higher long-run 
returns. 
 
Carolyn referred to a table in NEPC’s material provided in support of the Value vs 
Growth discussion, which compared the performance of the Russell 1000 Value and 
Russell 1000 Growth index funds, on an annual basis and three-year rolling periods  
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from 1995 to 2015.  Hugo noted that from 2000 to 2006 value outperformed growth, 
whereas since that time, the growth index surpassed the value index during most 
years. 
 
The reasons for the funds growth tilt was discussed.  Hugo discussed the issues 
pertaining to SANDS being further out on the growth axis than Dodge & Cox is on 
the value axis.  He discussed the importance of ascertaining if this was a permanent 
situation or was a result of the stocks Dodge & Cox now held..  Carolyn replied that 
Dodge & Cox is holding less in growth stocks than it did in mid-2012.  She 
mentioned that 12.9% of the Dodge & Cox portfolio was in “growth” stocks 
according to NEPC..  She pointed out that managers care about the characteristics of a 
company and not necessarily if the company is categorized as either growth or value 
by a third party.   
 
Carolyn told the Board that funds could be moved to the Russell 1000 Core index 
fund to achieve a neutral position, or to the value index for a slight value tilt.  It 
would also be possible to leave some funds in the growth portfolio to achieve a 
balance. 
 
She referred to a table presenting the impact of investment style on Plan returns.  The 
table presents the current style allocation, the portfolio if the Russell 1000 growth 
Index were moved to the Russell 1000 Core, or alternatively, to the Russell 1000 
Value.  It also measures the sensitivity in returns in these portfolios to a 1% increase 
in allocation to Growth or to Value.  Hugo noted that the impact is small, ranging 
from 8 to 13 basis points.  

 
Chair Lewis called a recess at 10:05 AM 
 
The meeting reconvened at 10:12 AM 
 
The Board discussed their preferences, and the possible options to reach the results that 
they preferred.  The consensus was to move at least to a neutral position.  Member 
Riemer agreed, although he preferred a Value tilt. 
 
MOTION: RIEMER/WILLIAMS to direct Carolyn and Hugo to formulate an 
implementation plan to achieve an equal allocation to Growth and Value, moving the 
funds among Index funds.  (5-0-0-0) 
 
J. Possible Opportunities in Energy 

 
Kevin recalled that the Board had asked NEPC to present information on 
opportunities in energy, at the February meeting.  He stressed that the NEPC Energy 
Market Discussion in the Board Package was intended as educational, to see if there 
was interest in getting direct exposure to energy -- particularly,oil.  He noted that the 
portfolio does have some exposure to the oil industry now. 
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Kevin summarized the factors causing low oil prices: the strengthening US dollar, 
reduction in demand, increases in US shale oil production, sustained production by 
Saudi Arabia despite low prices, and stable production by Libya and other volatile 
producers.  Although NEPC expects supply and demand to balance out in 2016, 
continued risks include concerns regarding slowing Chinese economic growth.  The 
break-even price was estimated at about $50/barrel; the actual price was about 
$41/barrel. 
 
Kevin turned to a list of potential investments, including the profiles of several energy 
industry funds.  They are private equity investments with high potential returns.  
Since these funds will be closing in a few months, they can serve as examples of 
possible exposure to energy investments.  Kevin noted that these are opportunistic 
investments. 
 
Board members discussed their reaction to these energy investments.  They were 
concerned about the risk, and the advisability of investing in a single commodity.  
They did not wish to pursue such investments in energy at this time.   Carolyn agreed 
to bring other new ideas to the Board. 
 

K. Active and Passive Discussion 
 

Postponed until April. 
 
L. NEPC Work Plan for 2016 
M. Calendar for 2016 

 
April’s meeting will include the initial discussion of Active vs. Passive investment 
and a presentation by a manager.  Vice Chair Williams will not be able to attend the 
April meeting. 
 
The June meeting was rescheduled for June 1.  Hugo explained that it is important to 
have both Bob McCrory and Graham Schmidt of Cheiron at the June meeting. 
 

N. PEPRA Update 
 

Nothing to Report. 
 

O. Department Staffing 
 
Hugo referred to the Job Description for a Retirement System Analyst position, which 
he had developed in cooperation with Human Resources.  He asked for approval in 
concept, pending additional discussions with Human Resources.  The goal was to 
provide flexibility in order to attract the best-qualified person.  Once the Retirement 
Board had approved the Job Description it needed to be approved by the District 
Board. Once this is completed the job will be posted internally and then externally.     
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MOTION: WILLIAMS/RIEMER to move ahead with the new position, recognizing 
that there will be minor modifications.  (5-0-0-0) 

 
P. Draft Semi-Annual Report 

 
Hugo referred to the draft first 2016 Semi-Annual report, included in the Board 
Package.  He told the Board that he fields questions from District Board Members 
about these reports during District Board meetings.  
 

MOTION: RIEMER/LEE to approve the draft Semi-Annual Report. (5-0-0-0) 
 

Q. Pension Benefit Calculations for Former Union Officers (Gardner) 
 

Hugo reported that he had been working with ATU Counsel Shawn Graff, and that 
they had completed about half of the calculations of former union officers.  The 
Board Members expressed their concern about the delays in completion of these 
calculations.  Hugo agreed to present a concrete status report, in April, to serve as the 
basis for a substantial discussion.      

 
R. Hearing Officer Update 
 

Hugo reported that the District and the Bargaining Parties had agreed on five hearing 
officers – the number required under the Plan to hear applicant appeals.  Counsel 
Richeda told they Board that they are all well-known mediators. 

 
S. Retirement System Manager Report (continued) 

1. Form 700 
Due March 31. 

2. Report on CALAPRS General Assembly 
Hugo said that it is always interesting and informative to get together with staff 
from other Systems, facing the same issues that we face.  Graham was on one of 
the panels as was Bob McCrory. 

3. Update on IFEPB Investments Institute (March 14-16) in Las Vegas 
Vice Chair Williams and Member Willis were unable to attend the institute. 

4. District Loan Proposal 
The proposal went to the District Board.  Hugo and Vice Chair Williams spoke at 
the meeting.  The District Board did not move the proposal forward. 

5. Actuarial Update 
Cheiron will present the initial valuation at the June Board meeting. 
 

T. (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. Terence Chrisman – Total and Permanent Disability 
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c. Kelvyn Johnson – Occupational Disability 
d. Michael Jefferson – Total and Permanent Disability 
e. Lanell Lua – Occupational Disability 
f. Bridjet Toles – Total and Permanent Disability 
g. Linda Young – Total and Permanent Disability 
h. Kevin Dickerson – Total and Permanent Disability 
i. Bernard Ellis – Total and Permanent Disability 
j. Gerald McClain – Total and Permanent Disability 
k. James Cornelious – 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  
 

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

 
Counsel Richeda Reported 

a. T)1)c Kelvin Johnson –Occupational Disability 
 
The Board unanimously denied Kelvin Johnson’s application for 
Occupational Disability.  
 

b. T)1)f Bridjet Toles 
 

The Board approved Bridjet Toles for Total and Permanent Disability 
Retirement, effective June 1, 2015.  The vote was 4 to 1, with Member 
Willis dissenting. 
 

c. T)1)h Kevin Dickerson 
 

The Board unanimously approved Kevin Dickerson for Total and Permanent 
Disability Retirement, effective January 1, 2016. 

 
d. T)1)j Gerald McClain 

 
The Board unanimously approved Gerald McClain for Total and Permanent 
Disability Retirement, effective September 2015. 

 
 STAFF COMMENTS 
 
 None 
 
 RETIREMENT BOARD COMMENTS 
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 None 
 
 ATTORNEYS’ REPORT  
 
None 
 
ADJOURNMENT 
 
The meeting adjourned at 1:20 PM 
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