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Report No: 

Meeting Date: 

Alameda-Contra Costa Transit District 

STAFF REPORT 
TO: Finance & Audit Committee 

AC Transit Board of Directors 

FROM: David J. Armijo, General Manager 

SUBJECT: Executive Retiree Life Insurance Plan 

BRIEFING ITEM 

RECOMMENDED ACTION(S): 

Consider receiving a report on the Executive Retiree Life Insurance Plan. 

EXECUTIVE SUMMARY: 

14-176 

June 25, 2014 

An Executive Life Insurance Plan was formalized in 2006. The premiums, which are paid by 
retirees, were very low at the time because of contractual rate guarantees. On July 1, 2012 the 
rate restrictions were lifted and the premiums rose significantly. The rates, as is the case for all 
classes of life insurance, are subject to change based on demographic and experience data and 
could continue to increase significantly in the future. The District's current life insurance carrier 
has proposed options to replace the current plan with more affordable options but a lower 
benefit. 

BUDGETARY /FISCAL IMPACT: 

There is no fiscal impact to the District for the current program. The premiums for the Executive 
Retiree Life plan are paid for by the retirees. 

BACKGROUND/RATIONALE: 

Under the direction of the General Manger, on January 1, 2006, Metlife Insurance created an 
Executive Life Insurance policy for District contract employees who retired from the District. 
This benefit provides executive retirees with a life insurance policy at two (2) times their annual 
active salary up to $750,000 subject to Age Discrimination in Employment act (ADEA) 
reductions. At the time this policy was implemented, Met life agreed to add this group using its 
current blended rates and the retiree paid $7.04 a month. 

In 2009, the District's Employee Benefits Broker, Keenan and Associates, conducted a marketing 
survey for all District active and retiree life insurance plans. The Standard provided the most 
competitive bid and the Board of Directors approved the transfer of all life insurance policies 
from Metlife and CIGNA Life Insurance to the Standard. 

The Standard guaranteed Metlife's previous rates which were in effect from July 1, 2009 
through June 30, 2012. However, on July 1, 2012, when the three (3) year rate guarantee 
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ended, the retiree executive life insurance premium increased from $7.04 a month to $190.00 a 
month because the premium was no longer blended with the other District plans. 

As of June 1, 2014, there are currently eight (8) retirees enrolled in the executive life insurance 
plan ranging from ages 57 to age 70 with the possibility ofthree (3) additional active employees 
eligible to enroll at retirement. The five (5) retirees who are under age 65 currently have a life 
insurance policy ranging from approximately $380,000- $420,000 The three (3) retirees who 
are over age 65 have a reduced benefit ranging from approximately $200,000- $350,000. 

The chart below is an illustration of ADEA I and how the benefit is reduced if an executive's 
active salary prior to retirement had been $270,000. 

Age of retiree Percentage Benefit Payout 
amount 

Up to 65 100% $540,000 

65 through 69 65% $351,000 

70 through 7 4 45% $243,000 
75 through79 30% $162,000 
80 or over 20% $108,000 

As of June 30, 2014, the guaranteed rate of $190.00 a month will end. Effective July 1, 2014 the 
executive retiree life premium will increase to $231.80. 

It is expected that, as this population ages and there is unfavorable experience associated with 
the plan, the cost of these premiums will increase, perhaps significantly. 

The Standard is currently offering two options to replace the executive retiree life plan that 
would require all participants to agree to the change. These options are as follows: 

• A flat $50,000 policy amount for the monthly retiree paid premium of $14.16 (effective 
7/1/14, guaranteed until 6/30/16). This is the current rate paid by the District for 
unrepresented employees who have this level of coverage. The rate is blended with the 
AFSCME $25,000 rate. 

• Decrease policy amount to 1x annual active salary up to $275,000 for a monthly 
premium of $115.90 (guaranteed until 6/30/16). 

Given the variety of circumstances for the current participants there is a high likelihood that not 
all participants would agree on one of these two options. 

The Standard has also offered two other options that do not require all plan participants to 
agree to a change. 

• A $50,000 policy which the Executive retiree would pay for at the unrepresented 
employee rate. Additional life insurance, which could be used to maintain the 2x annual 
salary amount, could be purchased at an individual rate which would be very high. 

• Rather than having retirees all pay the same amount, retiree costs would be based on 
the value of their individual benefits. 
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ADVANTAGES/DISADVANTAGES: 

The advantage of this report is to inform the Board of Directors about the Executive Retiree Life 
Insurance Plan. 

ALTERNATIVES ANALYSIS: 

The Standard has provided additional options or the current plan could be continued. 

Alliant, the District's Employee Benefits Broker, is awaiting results from a recent life insurance 
marketing survey which could create additional options. 

PRIOR RELEVANT BOARD ACTIONS/POLICIES: 

GM No. 09-134 

ATTACHMENTS: 

None. 

Department Head Approval: Tom Prescott -Interim Chief Human Resources Officer 

Reviewed by: Denise C. Standridge, Interim General Counsel 

Prepared by: 

James Pachan, Chief Operating Officer/Interim Chief Financial 

Officer 

Rachel Lightburn- Sr. Human Resources Administrator 
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