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AC Transit 
Employees' Retirement System 

To: AC Transit Board ofDirectors June 2014 

From: Jeffrey Lewis- Chair, AC Transit Retirement Board 

Re: 2014 Quarterly Retirement Board Report (#2) 

The second Quarterly Report of the year will focus on the following: 

1) Plan Amendment 13-AM16. 
2) The 2014 Actuarial Valuation. 
3) The funded ratio of the Plan. 
4) The Plan's investment results in 2014. 
5) The Retirement System Website. 

Plan Amendment 13MAM16 
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As you know, we are waiting for the District Board action to revoke Plan Amendment 
13-A-16. We understand that you will be discussing this item at your June 25th meeting. 
We encourage you to revoke Plan Amendment 13-A-16 at your upcoming meeting. 

The 2014 Actuarial Valuation 
At its May 8th meeting, the Retirement Board had its first discussion pertaining to the 
1/1/14 Actuarial Valuation. At that meeting the Board reviewed the preliminary figures 
provided by our actuary. These figures showed a projected District contribution of$39.8 
million for the District's upcoming fiscal year. The actuary also mentioned that the 
contribution for the following fiscal year (20 15-16) would most likely experience a 
significant increase as a result of a change in how actuaries are going to project mortality. 
The Retirement Board reported to the District Board about this important and unexpected 
development in a letter it sent last month'. 

At its June 16th meeting, the Retirement Board reviewed updated information fro'm our 
actuary. The figures for the required District contribution for the upcoming fiscal year 
remained virtually unchanged from the figure provided at the May 81

h meeting ($39.8 
million). Ofthe $39.8 million, $16.9 million is attributable to the "normal cost" (i.e., the 
amount necessary to fund the present year's accruals) and $22.9 million to the 
amortization of the unfunded liability and expenses (from previous years). This figure 
amounts to approximately 31% of Pensionable Payroll. 

The actuary provided the Retirement Board with his first estimate of how the change in 
methodology to compute future changes in life expectancy would impact the District 
contribution. (We think this topic might be of interest to the District Board to discuss 
with the Retirement Board at our Joint Meeting in September). The initial figures from 
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our actuary estimate that the District contribution would increase by approximately $5.7 
million. This is an initial figure, and the final figure will be computed next year as part of 
the experience study/actuarial valuation cycle. We are highlighting this figure because 
we want to give the District Board timely notification of what might well be a significant 
increase in the required contribution next year. 

Funded Ratio 
The funded ratio of the Plan has increased from 63.76% to 67.98% on an actuarial value 
of assets basis, and from 63.92% to 69.72% on a market value basis from 12/31112 to 
12/31113. These figures continue to improve from the lows following the market 
meltdown in 2008. Since that time the Retirement Board has reduced the expected rate of 
return assumption from 7.7% to 7.25%. 

First Quarter Investment Results 
In 2013, the Plan's investments returned roughly 15.1 %, and the first five months of2014 
have continued to provide the Plan with positive returns. Through May 31 ", the Plan's 
return on its investments was 3:5%.1 Assets of the Plan increased from $547 million to 
$563 million during the first five months of the year. Over the last 10 years (ending May 
31, 2014), the Russell3000 index (U.S. stocks) has returned 8.2% on an annual basis, 
while the Barclays U.S. Aggregate Bond Index has returned 5.0%. Over this period, the 
Plan, which has had a mix of these and, more recently, other investments, has returned 
6.6%. It may be useful to note that the Plan's investment return figures over the last 10 
years are very similar to those of other public pension plans. 

Website 
The Retirement System now has a website that can be accessed from the District's Home 
Page. I encourage you to explore the website and provide Hugo Wildmann with your 
feedback. 

A Final Note 
At the May meeting, Sue Lee attended her first meeting as a Retirement Board member. 

' The Retirement Board members look forward to working with her. We also look forward 
to our Joint Meeting in September. 

Please feel free to call me, Jeffrey Lewis, at (510) 839-6824, or Hugo Wildmann (891-
4889) if you would like to discuss this report or request additional information .. 

1 During the first five months, the U.S. equity market (Russel13000) returned 4.3%, the Barclays U.S. 
Aggregate Bond Index returned 3.9%, Emerging Markets returned 3.4%, and EAFE (a stock index of 
international developed countries) returned 3.8%. 
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