
ALAMEDA-CONTRA COSTA TRANSIT DISTRICT 

MINUTES 

Special Joint Meeting of the 
AC Transit Board of Directors and AC Transit Retirement Board 

AC Transit General Offices 
2"d Floor Board Room 
1600 Franklin Street 
Oakland, CA 94612 

Wednesday, October 21, 2015 at 1:00 p.m. 

MEMBERS OF THE BOARD OF DIRECTORS 
H. E. CHRISTIAN PEEPLES, PRESIDENT (AT-LARGE) 

ELSA ORTIZ, VICE PRESIDENT (WARD 3) 

MEMBERS OF THE RETIREMENT BOARD 
JEFFREY LEWIS, CHAIR 

JOE WALLACE (WARD 1) 
YVONNE M. WILLIAMS, VICE CHAIR 

SUE LEE, TRUSTEE 
GREG HARPER (WARD 2) DAVIS H. RIEMER, TRUSTEE 

MARK WILLIAMS (WARD 4) JOYCE M. WILLIS, TRUSTEE 
JEFF DAVIS (WARD 5) 

JOEL YOUNG (AT-LARGE) 

AC TRANSIT BOARD OFFICERS 
MICHAEL A. HURSH, GENERAL MANAGER 

DENISE C. STANDRIDGE, GENERAL COUNSEL 
LINDA A. NEMEROFF, DISTRICT SECRETARY 

RETIREMENT SYSTEM STAFF 
HUGO WILDMANN, RETIREMENT SYSTEM MANAGER 
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SPECIAL JOINT MEETING OF THE AC TRANSIT 
BOARD OF DIRECTORS AND AC TRANSIT RETIREMENT BOARD 
President H. E. Christian Peeples and Chair Jeffrey Lewis Presiding 
Wednesday, October 21, 2015 at 1:00 p.m. 

I
I The Alameda-Contra Costa Transit District Board of Directors held a 
, special joint meeting with the AC Transit Retirement Board on 
I 
1 Wednesday, October 21, 2015. 

I At 1:08 p.m., President Peeples called the Special Joint Meeting to 
I order. 

I 
1. i ROLL CALL 

! AC Transit Board Members Present: Harper, Ortiz, Williams, Davis, 
i Young, Peeples 

f Absent: Wallace 

I Retirement Board Members Present: Lee, Riemer, Willis, Williams, 

! Lewis 

I Absent: None 

2. \ INTRODUCTION OF PARTICIPANTS 
j Staff for the District: 
f Michael A. Hursh, General Manager 
I Denise C. Standridge, General Counsel 
j Linda A. Nemeroff, District Secretary 
I Jim Pachan, Interim Chief Financial Officer 
J Ralph Martini, Controller 
I Vikki Rodriguez, Maze and Associates 
! David Alvey, Maze and Associates 
! David Kershner, Actuary, Buck Consultants 

! 
I Staff for the Retirement Board: 
I Hugo Wildmann, Retirement System Manager 
! Russ Richeda, Counsel for the Retirement Board 
! Bob McCrory, Consulting Actuary, Cheiron 
I Graham Schmidt, Consulting Actuary, Cheiron 
/ Carolyn Smith, NEPC Investment Consultant 
I 

3. I DISCUSSION ITEMS 
l PowerPoint presentations and other documents associated with Item 3 
[ are incorporated into the file by reference. 

3A.I Role and Responsibility of the Retirement Board. 

I 
! Retirement Board Attorney Russ Richeda gave a brief overview of the 
J Retirement Board's authority under the California Pension Protection 
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I Act, including its role and responsibilities. 
i 
I Vice President Ortiz commented on the Retirement Board's role and 
I 

1

: responsibilities, noting that the "interpretation of the plan" and the 
1 

"ability to offer comments on proposed plan amendments" appeared 
1 to go beyond the scope of the language provided in the California 
' Constitution. She asked what the role of the Retirement Board was I 
regarding legislation impacting pensions. 

! Mr. Richeda responded that evolving case law concerning AC Transit's I 
I type of plan reinforces the Retirement Board's duty to interpret the I 
j plan. He also felt the Retirement Board's central role was to administer j 

I the plan, noting that if there was a state law that mandated terms in ' 
j the plan, the District would have the burden to determine what that 
I statute means and amend the plan accordingly. It would then be up to 
I the Retirement Board to administer it, provided that there were no 1

1 
i constitutional prohibitions against the application of the state law to 
I the plan. Chair Lewis added that the Retirement Board is consulted and I 
I will offer comments on amendments to the plan as provided by Board 

.~1~ I 
i I 
I I The item was presented for information only. 

3B. ! District Contribution and the Funded Ratio of the Plan. INFORMATION 
I ONLY 

I 
The Retirement Board's actuary, Bob McCrory of Cheiron, provided an 

1 
overview of the actuarial valuation, plan costs by benefit source, 

i history of plan cost and funding, mortality results, and projections of 
! future plan liabilities. 

I Mr. McCrory addressed questions concerning the difference between 
I Actuarial Value of Assets (AVA) and Market Value of Assets (MVA), how 

I
I the smoothing works and why it is used, and the projected actuarial 

liability. 

I 
i With regard to mortality, Mr. McCrory advised that a report issued by 
I the Society of Actuaries last week showed that mortality was not 
I improving as much as had been shown in an earlier report that had 
I been utilized to prepare the initial 2015 Actuarial Valuation. The initial 
! figures reviewed by the Retirement Board showed a District cost of 
' I $47.1 million. The Retirement Board discussed a two-year phase in of 
j these figures that would set the District contribution at approximately 
1 $46.6 million. Mr. McCrory explained that using the latest mortality 
! figures the District contribution would be less than $46 million. The 
! changes in the mortality assumption are the primary reason that plan 

l
i costs have jumped from $39.8 million in FY 2014-15 to approximately 
, $46 million in FY 2015-16. 
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The item was presented for information only. 

3C. New Investment Allocations and Portfolio Performance. 

Carolyn Smith, NEPC, presented an overview of new investment 
allocations and portfolio performance. 

With regard to the asset allocation table, Ms. Smith reported that the 
Retirement Board made a decision in 2009 to change investment 
consultants and it expanded the asset allocation and diversified the 
plan more. She also addressed questions concerning private debt and 
social investing. 

Ms. Smith also discussed the annual rate of return and compared AC 
Transit's performance with market results, noting that changes in the 
results pre- and post-2008 were due to changes in the asset allocation, 
the managers hired within each of the asset classes, and policy 
decisions. She added that over time, equities should do better than 
fixed income. Retirement System Manager Hugo Wildmann reported 
that the plan is going to follow what the market does and we should 
expect a negative return about one out of every four years. 

With regard to geo-political issues in emerging markets, Ms. Smith 
commented. that the portfolio has emerging market exposure because 
we are looking for growth and additional diversification. Over the past 
couple of years, however, emerging markets for equities and debt have 
not necessarily been fruitful in obtaining high returns. 

Finally, Ms. Smith discussed the fund returns versus the peer universe, 
noting that year-to-date as of June the fund was up 2.4% and ranked in 
the 381

h percentile when compared with other public pensions. 

The item was presented for information only. 

3D. Public Employees' Pension Reform Act (PEPRA). 

AC Transit's General Counsel Denise Standridge provided an update on 
the status of the legal proceedings concerning PEPRA and the timeline 
for reaching final adjudication. She also discussed the impact of the 
Department of labor's (DOL) "condition" letters on grant funds and the 
implementation of PEPRA as well as the condition letters other transit 
agencies are sending to the DOL She added that she did not expect 
resolution to the PEPRA court case for four or five years. 

Discussion ensued as to what the outcome of the DOl litigation might 
be, whether there was a chance of legislation exempting transit 
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I 
agencies, what the consequences were of violating PEPRA, and 

, whether the District would be better off receiving the federal grants 
I and not complying with PEPRA and putting everyone in Tier 1 or 
1 complying with PEPRA and not taking the grant money. 

i 
Ms. Standridge advised that even if the DOl prevailed in litigation, it 
would not change state law and there was no guarantee of legislation 
to exempt transit agencies. President Peeples added that there were 

1 no bills proposed to address the issue and no one was willing to discuss 
I it. The matter will be resolved in the courts. I 
I , 

I
I With regard to the consequences of violating PEPRA, Ms. Standridge I 
, reported that there were none thus far, but did not rule out a taxpayer I 
I lawsuit to force compliance. She further advised that AC Transit 1 

I
! needed the federal money, to which AC Transit General Manager I 

Michael Hursh concurred. 1 

I Director Harper commented that no federal laws were being violated, 

1

1 only state law. He added that if the DOL eventually prevails and at the 
time it prevails we have a grant at stake, we might have to return the I 

I money. Ms. Standridge advised that if the District violates the federal 
\ 13{c) regulation, it may need to return all grant monies or go back to 
j pre-PEPRA status (Tier 1). 

i 
[ Director Harper felt that state agencies should not violate state laws. 
I Member Williams pointed out that ATU members have federal 
I protections as transit workers under 13{c). 

I 
i Director Harper felt that the District needed to implement a PEPRA 

I 
plan for the unrepresented employees that will be hired and hoped the 
District would be legally allowed to make the plan retroactive for 

I unrepresented employees hired since January 1, 2015. If not, he felt 
I i employees hired before the implementation of PEPRA were at risk of 

I 
not having a pension plan. He argued that contributions to the PEPRA 1 

plan should be equal to the District's contribution to the Tier 1 plan so 'I 

! that in the event the DOL prevails, it would not cost the District 
i anything extra if required by the DOL to put those employees into the I 
I Tier 1 plan. 1 
' ' I I 
i I 

I Ms. Standridge could not guarantee that there wouldn't be other I 
i condition letters in the future. i 
I , 
I I 
j Retirement Systems Manager Hugo Wildmann gave an overview of f 

j areas of concern with respect to the implementation of PEPRA. i 

I The item was presented for information only. I 
i l 
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3E. GASB 68: Accounting and Financial Reporting for Pensions. 

Vikki Rodriguez and David Alvey of Maze & Associates provided an 
overview of the financial reporting standards for GASB 68, including 
terminology, financial statement changes, and how those changes 
would impact the look of the financial statements. 

Members of the joint Board asked technical questions regarding the I 
application of GASB 68. ' 

The item was presented for information only. 

4. I BOARD/STAFF COMMENTS 

1 (Government Code Section 54954.2) 

There were no comments presented. 

5. ADJOURNMENT 
There being no further business to come before the Board of Directors 
and the Retirement Board, the meeting adjourned at 2:53 p.m. 

I 

Respectfully submitted, 

C:><~ 
Linda A. Nemeroff 
District Secretary 
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