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SPECIAL BOARD OF DIRECTORS/BOARD OFFICERS RETREAT

ELSA ORTIZ, President
Wednesday, August 30, 2017 at 9:00 a.m.

ACTION

SUMMARY

The Alameda-Contra Costa Transit District Board of Directors held a
Board of Directors/Board Officers Retreat on Wednesday, August 30, 1
2017

The meeting was called to order at 9:03 a.m. with President Ortiz
presiding.

1. ROLL CALL

Present: Harper (arrived at 9:15 a.m.), Williams (arrived at 9:09 a.m.),
Peeples, Young, Wallace, Ortiz

Absent: Davis

At 9:03 a.m., the General Counsel announced that the Board would
convene in Closed Session to discuss Items 2A-2C. Closed Session
concluded at 9:42 a.m. The Board convened in open session at 9:49
a.m

2 CLOSED SESSION/REPORT OUT

GeneralCounsel Denise Standridge reported on the following

REPORT GIVEN

MOTION: ORTIZ/PEEPLES to approve settlement in the amount of
$1,546,742.95 in the matter of lash/ne Harris v. ,4C Trans/t, ,4CSC /Vo.

RG]5772]48, C/a/m /Vo. .25-:Z277. The motion carried by the following
vote

AYES:5: Ortiz, Peeples, Williams, Young, Wallace
ABSENT:2: Harper, Davis

2A. iConference with Legal Counsel - Existing Litigation
(Government Code Section 54956.9 (a))

./asm/ne barr/s v. .4C Transit, ACSC No RG15772148, Claim No. 15-1277

2B.

2C.

Conference with Legal Counsel - Potential Litigation
IGovernment Code Section 54956.9(b)) (Two Cases)

Conference with Labor Negotiators
IGovernment Code Section 54957.6):
Agency Designated Representative: GeneraIManager
Employee Organizations: ATU Local 192, AFSCME Local 3916.
Unrepresented Employees

IBEW Local 1245
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Before discussions commenced, General Manager Michael Hursh I
introduced Ahsan Baig as the District's new Chief Information Officer,

noting that he previously worked for the City of Oakland and had over
24 years of experience in the information technology field. In addition,
he had extensive experience with 511, vehicle locator technology, P-25 1
emergency radio, and 9].Idispatching.

3 DISCUSSION ITEMS

\ Items were taken out of sequential order, but are reported in sequential
order in the minutes for ease of reading.

Powerpoint presentations given at the meeting are incorporated into
the file by reference.

3A. Composition and Terms for Parcel Tax Oversight Committee. CONTINUED TO
FUTURE

MEETINGThe item was continued to a future meeting to be determined

3B Overview of IO-year Operating Budget Forecast. INFORMATION

ONLY

Director of Management and Budget Chris Andrichak presented the
Operating Budget Forecast overview, including a summary of key
assumptions and projections. He further commented that it would be
difficult to project operational costs over the next 10 years, in part due
to changes in transportation and the impact of companies like Uber
and Lyft.

Mr. Andrichak advised that the budget projections did not take into
account the District's contribution on capital spending. Directors
Harper and Peeples advocated for realistic numbers and felt it would
be best to assign a cost for the District's capital contribution, especially
for bus purchases.

Assumptions - Operating Exp $ s

Director Peeples inquired about the cost of healthcare, indicating
that perhaps staff had been too conservative in their estimate of a
5% annual cost increase, which didn't account for any additional
increase attributable to changes in the Affordable Care Act. I
General Manager Michael Hursh responded that staff was looking
into the feasibility of joining a larger purchasing pool, such as
CalPERS, in order to controlcosts.
President Ortiz asked how staff arrived at a $7 million increase in

operations and maintenance costs as a result of Bus Rapid Transit.
Mr. Andrichak responded that approximately $4 million alone was
attributable to the increase in service levels and what was being
presented amounted to what staff felt was a worst case scenario in
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terms of cost. Mr. Hursh advised that the cost figures would
continue to be refined as the revenue service date approaches.
Sponsorship of the service would continue to be explored as well.
Director Harper commented on the operating cost for the Transbay
Terminal, noting that AC Transit was responsible for more than 60%
of the overall operating cost (currently projected at $5 million per
year) until Caltrain and High Speed Rail move into the terminal.
Mr. Andrichak advised that staff was hoping to see some of the
Salesforce sponsorship money be put toward the annual operating
and maintenance cost.
Director Peeples asked what the trade-off was between overtime
and increased hiring levels for bus operators. Mr. Hursh advised
that much of the overtime came from bus bridges and unplanned
service needs and that staff was preparing a plan to bring overtime
costs down to reasonable levels while seeking reimbursement for
the additional service being provided. He also felt that absenteeism
was a contributing factor that staff would report on at the next
Board meeting.
Director Young asked if the pension contribution factored in a
reduction in the assumed rate of return to 7%. Chief Financial

Officer Claudia Allen responded that staff had preliminary estimates
that were factored into the contribution level.

a

B

Assumotions - Revenues

Director Harper commented on the issue of sales tax, asking why
staff felt sales tax revenue would continue to rise, while local
municipalities projected a downward trend due to companies like
Amazon. Mr. Andrichak responded that baring a recession, a two
percent gain was what staff felt comfortable with. He then went on
to explain the difference in how sales tax was distributed to cities
versus regional entities.

Director Young asked what could be done immediately to controlcosts.
Mr. Andrichak and Mr. Hursh advised that the District should right-size
the workforce to control overtime, implement pension reform, and
consider joining CalPERS medical. Director Harper commented that
Pension Reform should be applied to incumbent employees in order to
avoid service reductions down the road. Mr. Hursh also suggested the
idea of pursuing another parceltax.

Director Harper felt the larger question was whether AC Transit was
capable of changing its culture of service cuts and fare increases to
balance its budget in time to take corrective action with respect to
looming deficits. He felt it was necessary to develop a plan to
determine to what extent service cuts were necessary and when they
needed to be implemented.
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{ Capital Contribution to the Transbay Terminal

Mr. Andrichak advised that there was a$57 million commitment to the
Transbay terminal, of which AC Transit had already paid half, and the
remainder owed was a driving factor behind the proposed Transbay
fare increase. Director Young asked what would happen if the District
didn't honor the funding commitment and was advised that the District
could be sued. Director Harper commented that it was a balancing act,
but the most important thing at this time was to reduce the operating
cost as much as possible. i

In conclusion, Mr. Hursh felt it was important to show the Board the
picture it had today with respect to the District's finances, noting that
staff would continue to refine the numbers and provide updates to the
Board. He also advocated for the creation of a reserve fund for pension
and sales tax instability.

With regard to risks, Director Young felt that the pension fund
presented a real risk to the District's long-term sustainability.

Director Harper advocated for the development of a decision tree in
order to know what had to be done to ensure financial sustainability
and when important steps would have to be taken. He added that
pension reform needed to be implemented in accordance with state
law and the District needed to have honest conversations with
employees regarding the growing cost of benefits and the need for

I trade-offs.

The item was presented for information only

President Ortiz left the meeting at 12:15 p.m.

3C Strategic Plan Discussion and Work Session.

Ovewiew of Core Values
Director of Service Development and Planning Robert del Rosario
introduced the item and turned the presentation over to Planning
Manager Jim Cunradi who summarized the discussion from the prior
meeting. Members of the Board offered comments and minor
modifications to the Core Values developed in the previous work
session. In addition, three new Core Values were presented and
accepted by the Board:

INFORMATION
ONLY

1. Customer Experience: Need to include the complaint process and
timely District response. Add employees as a stakeholder group.

2. System Performance: Edit first sentence in the description to read,
"Reliable bus service is the reason AC Transit exists."
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3. Innovation: The first sentence of the description can be kept as-is,
I butthe remainder needs to be re-written.

The topic of Core Values will remain subject to further discussion I
and/or editing as strategic planning discussions progress.

Members of the Board offered the following

Opportunities

- Require Transportation Network Companies (TNCs) to pay fairly,
treat employees fairly and be ADA compliant, possibly through
legislation;

- AC Transit owns the peak;

- Regional interest in reducing congestion and BART overcrowding;
Transbay - expanded coverage and hours;

- Regional Bus Service - $20 million in Regional Measure 3;
Supplementalservice -- expensive, but popular; and
Demographic changes -- millennials, increased demand on
pa ratra nsit .

Threats

- Aging workforce;

- Divergence between the way AC Transit runs versus the way
everyone else runs (i.e. Chariot, Lyft, Uber (high risk in next lO
years);

- Funding fatigue, loss of popular support;
- Post Prop 13 tax structure(regressive or unpopular taxes);

Ability to continue providing affordable bus service;
- Increasing competition from TNCs;
- Electric-Autonomous-Shared;

- Unique roles for bus service (peak hours and special events); and
- Federal and state funding limitations.

The item was presented for information only

The Board President called for a brief recess at I0:58 a.m. and
reconvened at 11:09 a.m. to discuss Item 3B. All Board members were
present with the exception of Director Davis.

4.

5.

BOARD/STAFF COMMENTS
There were no Board/Staff Comments

ADJOURNMENT

There being no further business to come before the Board of Directors. I

the meeting adjourned at 12:18 p.m. The next meeting of the Board of I
Directors is scheduled for Wednesday, September 13, 2017 at 5:00
p.m
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Respectfully submitted,

District Secretary
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