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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, September 24, 2014 at 1:00 p.m. 

MEMBERS OF THE BOARD OF DIRECTORS 
GREG HARPER, PRESIDENT (WARD 2) 

JOE WALLACE, VICE PRESIDENT (WARD 1) 
ELSA ORTIZ, (WARD 3) 

MEMBERS OF THE RETIREMENT BOARD 
JEFFREY LEWIS, CHAIR 

YVONNE M. WILLIAMS, VICE CHAIR 
SUE LEE, TRUSTEE 

MARK WILLIAMS (WARD 4) 
JEFF DAVIS (WARD 5) 

JOEL YOUNG {AT-LARGE) 
H. E. CHRISTIAN PEEPLES {AT-LARGE) 

DAVIS H. RIEMER, TRUSTEE 
JOYCE M. WILLIS, TRUSTEE 

AC TRANSIT BOARD OFFICERS 
DAVID J. ARMIJO, GENERAL MANAGER 

DENISE C. STANDRIDGE, INTERIM 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 Greg Harper and Chair Jeffrey Lewis Presiding 
Wednesday, September 24, 2014 at 1:00 p.m. 

! The Alameda-Contra Costa Transit District Board of Directors held a 
I special joint meeting with the AC Transit Retirement Board on 
I Wednesday, September 24, 2014. 
! 

I At 1:04 p.m., President Harper called the Special Joint Meeting to 
i order. 
i 

1. I ROLL CALL . 
I AC Transit Board Members Present: Ortiz, Williams (arrived after the 
I roll call), Davis, Peeples, Young (arrived after the roll call), Harper 
! Absent: Wallace · 

J Retirement Board Members Present: Lee, Riemer, Willis, Williams, 
, L . 
1 ew1s 
I Absent: None 

2. \ PUBLIC COMMENT 
\ There was no public comment offered. 

I 
3. I INTRODUCTION OF PARTICIPANTS 

I Stafffor the District: 
i David J. Armijo, General Manager 
I Denise C. Standridge, Interim General Counsel 
i Linda A. Nemeroff, District Secretary 
I Charlie Chittenden, Buck Consultants 
' I David Kersner, Buck Consultants 
I 
I Staff for the Retirement Board: 
I Hugo Wildmann, Retirement Systems Manager 
i Russ Richeda, Counsel for the Retirement Board 

I Bob McCrory, Cheiron 
1 Tim Doyle, Cheiron 
i Carolyn Smith, NEPC 
i 

4. I DISCUSSION ITEMS 
I All agenda items were presented for information and discussion; no 
I actions were taken. 
' 
' 
! [PowerPoint presentations and other documents associated with Item 4 
! are incorporated into the file by reference.] 
' 
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4A. Role and Responsibility of the Retirement Board. 

Retirement Board Attorney Russ Richeda gave a brief overview of the 
Retirement Board's authority under the California Pension Protection 
Act. Chair lewis added that the Retirement Board was responsible for 
approving the actuarial assumptions and funding methods, which have 
an impact on the District's contribution; and it interprets the plan and 
determines disability retirement. He further addressed process 
questions concerning the determination of disability retirements. 

President Harper asked for the Retirement Board's opinion on the 
financial health of the plan. The Retirement Board's actuary, Bob 
McCrory, advised that he would change his presentation (next item) to 
provide a qualitative review ofthe plan. 

Director Ortiz asked how the Retirement Board determines the amount 
of money the District must contribute. Chair lewis responded that 
actuarial assumptions, such as mortality, rate of return, etc. are used to 
develop the amount of the contribution. He added that the Retirement 
Board could not look at the contribution rate in terms of saving the 
District money, but instead had to ensure that the plan is funded in the 
future. 

The item was presented for information only. 

4B. District Contribution and the Funded Ratio of the Plan. 

Bob McCrory of Cheiron provided an overview of where we are now, 
where we have been and where we are going in terms of the cost of 
the plan. 

Referring to the slide entitled "Current Status: Plan Cost": 

With regard to the cost of the plan, Mr. McCrory advised that the 
biggest driver of the plan's 'cost and funded status is how well the 
investments do. He added that because employees do not contribute 
to the plan, every dollar that is not earned on the investments is a 
dollar that the District has to contribute. 

An overview was given of the Plan Normal Cost by Benefit, the Plan 
Cost by Source, and Plan Cost History. Chair lewis pointed out that the 
unfunded liability is expected to shrink and will be paid off over time. 
Director Peeples added that the plan was overfunded over a decade 
ago. General Manager David Armijo added that a significant portion of 
the District's annual contribution is a result of the unfunded liability, 
which impacts other areas of District operations. Mr. McCrory advised 
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that the unfunded liability is amortized over a 14 year period currently 
and that this will be reduced to 13 years next year. 

Referring to the slide entitled "Plan Cost History": 

Mr. McCrory advised that the total cost of benefits had been relatively 
constant while the total cost of the plan had risen significantly. He 
added that there had been upward pressure in cost since the market 
meltdown in 2008. 

Referring to the slide entitled "Plan Funding History": 

Mr. McCrory advised that four big events were depicted in the slide: 1) 
plan improvements around the year 2000; 2) the 2008 loss; 3) 
conservative investment/market expectations following the 2008 loss 
and reduction in the rate of return assumption; and 4) ATU members 
began living longer. 

Referring to the slide entitled "Mortality Improvement": 

Mr. McCrory reported that District employees have been living longer. 
He also said that the Society of Actuaries found that mortality is 
improving twice as fast as previously thought, which will need to be 
addressed and studied through the next experience study. He said 
that preliminarily, the end result could be a significant increase in cost 
of about 4 - 4.5% of payroll. The results of the study should be 
available by mid-2015. 

The item was presented for information only. 

4C. District's Unfunded Actuarial Accrued Liability. 

Bob McCrory, Cheiron, briefly stated that the actuarial liability will end 
up increasing at the rate of pay inflation assuming all other 
assumptions are met. 

The item was presented for information only. 

40. New Investment Allocations and Portfolio Performance. 

Carolyn Smith, NEPC, presented an overview of the following: 
Retirement Plan Performance (as of 7/31/14); 
Total Fund Return Summary vs. Peer Universe (as of 6/30/14); 
and 
Retirement Plan- Asset Allocation (7 /31/14). 
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In addition, Ms. Smith reported that as of the end of August (figures 
not reflected in the presentation), the total fund was up on a year-to
date basis by 5.5% and on a one-year basis, the total fund was up 
15.1%. She added that, overall, the fund was performing well. 

With regard to asset allocations, Chair Lewis offered that the 
Retirement Board did not select specific stocks or bonds to invest in, 
but invested in mutual funds and other collective instruments with 
investment managers who invest in lots of different things. 

Director Davis inquired about the composition of the Global Asset 
Allocation. Ms. Smith advised that it was made up of three different 
portfolios that are managed by three different organizations that have 
the latitude to invest across countries, currencies and asset classes. 
She also advised that the asset managers, in general, were evaluated 
over a three to five year period. 

President Harper asked if there was anything in the portfolio that was 
considered a hedge fund and was advised that there had not been any 
investments in hedge funds to date. 

Discussion ensued regarding the assumption of a 7.25% actuarial rate 
of return on investments. Chair Lewis clarified that while the 
Retirement Board's investment consultant (NEPC} expected a 6+% rate 
of return over the next five to seven year period, over the next 30 years 
NEPC expected a return in excess of 7.25% for the Plan's investment 
return. This is one of several reasons why the Retirement Board opted 
to use a 30-year rate of 7 .25%. Ms. Smith added that each year 
investment consultants develop assumptions for the next five to seven 
years and over a 30-year period oftime. The assumptions are based on 
a series of economic indicators such as the current market, interest 
rates, and inflation which are used to develop return assumptions. She 
also said that the short term return assumption is not the figure that 
should be used from an actuarial standpoint. It is merely a 
tool/mechanism used to set policy for the short term. 

Member Reimer added that retirement boards across the state dealt 
regularly with the issue of setting the actuarial rate of return, noting 
that to his knowledge none had a rate below 7%. He added that the 
development of this assumption was under constant review and 
scrutiny. 

President Harper commented that the District's ability to provide 
transit service required a certain amount of stability, which was 
difficult to ascertain given the dramatic increases that have occurred in [ 
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the District's contribution to the plan over the years. It was pointed 
out that the District granted benefits which must be paid for. 

The item was presented for information only. 

4E. Public Employees' Pension Reform Act (PEPRAI/ Tier 2 Update. 

Interim General Counsel Denise Standridge provided an update on the 
legal proceedings concerning PEPRA, the plan amendment to repeal 
amendment 13-A-16, and gave an overview of the District's ongoing 
efforts to develop a Tier 2 pension plan. 

The item was presented for information only. 

4F. Disability Retirement. 

Retirement System Manager Hugo Wildmann provided an overview of 
disability retirement, including occupational disability and total and 
permanent disability. Information was also provided on eligibility 
requirements and the determination/appeal processes. 

Chair Lewis commented that there were a high number of disability 
retirements resulting from ailments that were linked to diabetes and 
obesity. He suggested the establishment of exercise/wellness classes 
if funds were available in the future, noting that this approach saw 
positive results among public safety workers. President Harper said 
that the District's efforts in the past had failed. Member Williams 
advised that it would also be helpful to adjust bus operators' schedules 1 

to allow for proper nutrition and rest periods. I 

The item was presented for information only. 

4G. New GASB Accounting Standards. 

Charlie Chittenden and David Kersner of Buck Consultants provided an 
overview of the financial reporting standards for GASB 67 and 68. , 
There was no presentation of the new exposure drafts for Other Post ! 
Employment Benefit (OPEB) plans as those do not pertain to the ' 
Retirement Board's administration of the Retirement Plan. 

The item was presented for information only. 

4H. Retirement System Financials. 

The report was provided for information purposes only. There was no 
1 

discussion or questions concerning the contents of the report. 
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5. I BOARD/STAFF COMMENTS 
I (Government Code Section 54954. 2) 

There were no comments presented. 

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

and the Retirement Board, the meeting adjourned at 3:09 p.m. 

Respectfully submitted, 

District Secret ary 
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