
Staff Report 16-164

Approved Minutes
Special Meeting of the

AC TRANSIT RETIREMENT BOARD
June1, 2016

ROLL CALL

Chair Jefney Lewis called the meeting to order a bit after 9:30 AM

Members Present Sue Lee, Davis Riemer, Joyce Willis, Vice Chair Yvonne Williams
and Chair Jeffrey Lewis -- Members Willis and Williams
participated in the meeting via conference call.
None
None

Absent at Roll Call
Members Absent:

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); H.E. Christian Peoples, District Board President and Liaison;
Claudia Allen, AC Transit Chief Financial Officer; Carolyn Smith, NEPC, Don Eckert,
Kyle Spradling, Bob McCrory, Graham Schmidt, Tim Doyle.

PUBLIC COMMENTS

None

CONSENT C.ALENDAR

MOTION: WILLIAMS/RIEMER to adopt the Consent Calendar. (4-0-0-1)

Ayes: Members Lee, Riemer, and Vice Chair Williams, and Chair Lewis
Noes: None
Abstain: None

Absent: Member Joyce Willis -- I

4

APPROVED

A. Approval of Minutes for May, 2016

APPROVED

B. Approval of Financials for April 2016

APPROVED
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C. Approval of Invoices for Sill,301 .79

APPROVED

D. Approval of Retirements for July 2016

1 . Ronald Blot
APPROVED

REGULAR CALENDAR

E. Approval of Retirements for June/July20 1 6 with conditions, if any.
Adelle mentioned that staff would be placing additional types of retirements on
the Consent Calendar. The Board agreed with this change.

1 . Lita Jamerson - July
2. Alta Smith July
3. Adrian Scott July
4. Clarke Wilson - July

Allen Perry was moved to the July meeting

MOTION: Board approved the four retirements listed above unanimously

Hugo mentioned that as a result of Members Williams and Willis being on the telephone
for this meeting he limited the agenda to the most time sensitive and crucial issuesfacing
He expected the meeting to end well before noon and had not ordered lunch.

F Asset Allocation and Investment Manager Update

G. Invested Update

As a follow-up to the questions asked of Invested at the last meeting Hugo reported
that the Invested finds in the Emerging Market Debt fund we are invested in comes
from some other Invested managed funds.

H. ESG Update

The Board briefly discussed ESG investing and requested that NEPC provide some
additional material at the July meeting

1. Actuarial Valuation and 2016 "Cost Letter"

Hugo began by reviewing the process we follow on determining the District's pension
contribution for the upcoming Fiscal Year. He also welcomed several AC Transit
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employees who were viewing this process for the must time. He discussed the
decision making process and the view that arriving at the correct decision is more
important than quickly arriving at a decision. Hugo reminded the Board that Bob
often says that actuaries strive to be boring and that the results presented in the "Cost
Letter" were boring, that is no major unexpected changes from the prior year. The
"Cost Letter" showed an increase in the District's contribution in dollar terms from

$45.8 million to $46.9 million while as a percentage of payroll the contribution
decreased from 34.59% to 34.21%. The funded ratio of the plan on a market value
basis declined from 65.77% to 63.27%.

Bob, Graham and Tim presented the findings from Cheiron. From a big picture
perspective they commented that the Plan had a very "dull" year and results were
much as they expected. They reviewed the "Cost Letter" which showed a reduction in
Plan costs of roughly $1.1 million as a result of pay increases being less than
expected in 201 5. As a result of the smoothing process the Plan produced $0.6 million
in investment gains. Cost increased by $1 .9 million as a result of "new entrants" but
this was explained as mainly an expected increase. Part of the increase in cost was a
function of the increase in District payroll. The actuaries discussed the cost as a
function of the amortization of the unfunded liability - $26.9 million, expenses $0.9
million and nomial cost, roughly $19 million or 13.88% of pensionable payroll.

The actuaries and the Board discussed the funded ratio and Bob pointed out that a
finding ratio of 59.2% was needed just to fund the liabilities of the inactive members.

The Board and actuaries discussed the assumed rate of return and inflation rate. These

are currently at 7.25% and 3.0%. The Board discussed both the short and long-term
prqected rates of retum that are prepared by NEPC. NEPC's short-term (5-7 years)
expected retum projection is 6.0% while the 30-year projected retum is 7.1%. A
general discussion about the assumed rate of return took place 'and Hugo mentioned
that many public plans are discussing either lowering the assumed rate of retum or
keeping it unchanged. At 7.25% we are at the lower end of Califomia public plans.

The Board requested Cheiron to provide infomiation so the Board could discuss the
following at the July meeting:

e

e

8

8

e

The impact on cost and the funded ratio of reducing the expected rate of
retum to 7.0% and also looking at reducing the inflation rate by 0.25%.
Looking at the changes in the prior bullet with our current amortization
policy and with a new amortization policy.
The impact of reducing the special amortization period for the one-time
investment loss in 2008.

Look at the impact on the District's contribution if all assumptions are not
changed but the investment results for the next 7 years mirror the NEPC
projection.
Rate of Return Projections from other Investment Consultants to help
facilitate the Board's discussion of the assumed rate of retum.
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Bob expressed his view that over the recent past he has begun to place more
weight on the shorter term prqections from the investment consultant community
instead of their the 30-year prqections.

The meeting recessed from 10:42 to 10:50

District CFO, Claudia Allen presented a brief overview of the District's budget

The Board agreed to discuss the Actuarial Cost Letter and the related questions raised
today at the July 25th Board meeting. Hugo mentioned that General Manager Mike
Hursh was available for that meeting

J. Assumed Rate of Retum

The discussion pertaining to the assumed rate of retum was part of the prior agenda
item

M. GASB 67/68 Report

Cheiron provided an overview of the GASB 67 & 68 report. Graham explained
that this report provides figures that are included in the District's Financials. He
continued that the "Pension Expense" was a figure that would oren show large
year to year changes and was a much more volatile number than the District's
Pension contribution. GASB 67/68 required the computation of Pension expense
and this figure would be part of the District's Financials.

MOTION: ROEMER/LEE to adopt the GARB 67/68 Report. (5-0-0-0)

L. Funding Policy

A brief discussion was held pertaining to the need for a Funding Policy. The
Board agreed to discuss this at a later meeting and agreed that some of the issues
that would be incorporated into the Funding Policy will be discussed in July.

The Board and staff thanked Bob McCrory for his service and Hugo, Board
members and Director Peoples all complimented Bob and stressed appreciation
for his ability to provide clear and understandable explanations of complex
actuarial topics. Bob thanked the Board for their comments and complimented
that Board and thanked them for their public service in providing retirement
security to middle income retirees.

M. NEPC Work Plan
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The Board discussed the NEPC work plan and the investment topics it wanted to
discuss at upcoming Board meetings. The Board agreed to review a duR of the
updated Investment Policy Statement in July.

N. Calendar for 2016

No changes were made to the Board calendar

O. Department StafHlng Update

Hugo updated the Board on the District Board approving the 4th position. He
mentioned that before we can recruit for the position the District Board needs to
approve the 2016/17 budget. He expected this approval later in June.

P. 2015 Financial

Robert Griffin hom Williams, Adley presented the 2016 draft Audited Financials
to the Board. He summarized the Financials and reviewed the key figures in the
document. Hugo mentioned that he would like the Board to approve the duR
Financials and allow him to make minor changes to the document that would need
to be approved by Russ, our actuary and Williams, Adley. He wanted this
flexibility so the Financials could be finalized this month to send to the State

Controller without needing to schedule an additional Board meeting. He
mentioned a slight change was possible in Note 5 dealing with the discount rate.

A motion was made which the Board unanimously (5-0) approved to accept and
approve the Financials subject to allowing minor modifications by stan ' that
would need to be approved by Russ, Cheiron and Williams, Adley.

Q. Update on Contract for Retirement System Manager

Russ mentioned that he is working on this item

R. Update on Gardner Calculations

Hugo mentioned that Shawn Groff was in agreement with his figures on all the
employees in the Gardner class that they had worked on. This leaves the
calculations for Claudia Hudson and Rhodesia Stinger to complete. The Board
agreed with moving ahead by agreeing to a settlement agreement for all the
employees involved in Gardner aside from Stinger and Hudson.

S. Retirement System Manager Report

Hugo mentioned that District Health insurance rates for Kaiser retirees were
going to decrease in the upcoming fiscal year. This is both welcome and unusual.
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Hugo updated the Board on the questions Mr. Chrisman has on his pay. He
mentioned that he had already responded to one email flom Mr. Chrisman on this
matter.

P (CI,OSED SESSION)
1) Matters Relating to Personnel: Disability Applicants' and Disability Retirees'

Medical Records (Govemment Code Section 54957; 65 0ps. Cal. Atty. Gen
412 (1982)
a. Arsenia Legaspi Total and Pemlanent Disability
b. Terence Chrisman -- Total and Permanent Disability
c. Michael Jefferson Total and Pemlanent Disability
d. Lanell Lua Occupational Disability
e. Linda Young -- Total and Pemlanent Disability
f. Bemard Ellis Total and Permanent Disability
g. James Comelious Total and Pemlanent Disability
h. Reginald Wilson Total and Permanent Disability
i. Priscilla Wade - Total and Permanent Disability
j. Tasha Williams Occupational 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 Oflficers

Q. (RESUME OPEN SESSION)
1 . Report and/or Action on ClosedSession Items

STAFF COMMENTS

None

RETIREMENT BO.ARD COMMENTS

None

ATTORNEYS' ]iEPORT

None

ADJOUjiNMENT

MOTION: ROEMER/LEE to adjoum. (5-0-0-0)

The Board adjoumed its meeting at 1 1 :32 AM
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