SAN FRANCISCO BAY AREA RAPID TRANSIT DISTRICT
300 Lakeside Drive, P. O. Box 12688, Oakland, CA 94604-2688

FINANCE, BOND OVERSIGHT AND ADMINISTRATION COMMITTEE
September 19, 2017
9:00 a.m.

COMMITTEE MEMBERS: Directors Josefowitz (Chairperson), Allen (Vice Chairperson), and Dufty

A regular meeting of the Finance,.Bond Oversight and Administration Committee will be held at
9:00 a.m. on Tuesday, September 19, 2017, in the BART Board Room, Kaiser Center 20th Street Mall
Third Floor, 344 — 20th Street, Oakland, California

Members of the public may address the committee regarding any matter on this agenda. Please
complete a “Request to Address the Board” form (available at the entrance to the Board Room) and
hand it to the Secretary before the item is considered by the committee. If you wish to discuss a matter
that is not on the agenda during a regular meeting, you may do so under Public Comment.

AGENDA

1. Call to Order.
a. Roll Call.
b. Pledge of Allegiance

2. Maintenance and Reimbursement Agreement for the Hercules Transit Center.* For
information.

3. Pension Funding Options.* For information.
4. Public Comment.
5. New Business. (An opportunity for Committee Members to introduce potential matters for
a future committee agenda.)
Kenneth A. Duron

District Secretary

Please refrain from wearing scented products (perfume, cologne, after-shave, etc.) to these meetings, as
there may be people in attendance susceptible to environmental illnesses.

BART provides service/accommodations upon request to persons with disabilities and individuals who
are limited English proficient who wish to address BART Board matters. A request must be made
within one and five days in advance of Board meetings, depending on the service requested. Please
contact the Office of the District Secretary at 510-464-6083 for information.
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Approval of a Maintenance and Reimbursement Agreement with the City of
Hercules and the Western Contra Costa Transit Authority for the Hercules Transit
Center

PURPOSE:

To seek Board authorization for the General Manager or her designee to execute a
Maintenance and Reimbursement Agreement (“Agreement”) with the City of Hercules and
the Western Contra Costa Transit Authority (“WestCAT”) for the operation of the Hercules
Transit Center.

DISCUSSION:

In December 2004 the Board authorized the execution of an Exchange Option Agreement
with Hercules to exchange BART’s former Park-and-Ride parcel for a comparable city-
owned parcel approximately one-half mile east of Highway 4, which is where the Park-and-
Ride and bus intermodal facilities are now located.

Currently, the BART-owned Hercules Transit Center is an 8.69 acre intermodal facility with
422 parking spaces, 12 bus bays and 24 electronic bike lockers. WestCAT serves the transit
center with 11 routes, including express bus service to the El Cerrito Del Norte BART
station. '

In September 2005 the Board authorized parking charges at the Hercules Park-and-Ride lot
and entered into a revenue sharing agreement with WestCAT and Hercules regarding the
parking fees, which include a roundtrip bus pass on WestCAT buses. The Board authorized



Hercules Maintenance and Reimbursement Agreement

a daily parking fee within the range of $2 to $8 and a monthly permit fee within a range of
$42 to $105, based upon utilization. The parking fees commenced with the opening of the
new Hercules Transit Center in August 2009. The Hercules Transit Center is one of four
Park-and-Ride facilities which BART owns, and is the only one with a parking fee. The
intent behind the initial parking fee was to encourage parking space available for bus riders.

As the former Park-and-Ride location was dominated by casual carpoolers, who parked for
free and restricted access to those wishing to park at the facility and take a bus to BART, a
parking fee was implemented. For those taking public transit in conjunction with parking,
they were in effect reimbursed for their parking fee with an equivalently valued roundtrip bus

pass.

People parking at the transit center are currently offered various options. There is a daily fee
of $3 per day, which includes a two-part WestCAT transit pass for travel between the
Hercules Transit Center and the El Cerrito Del Norte BART station. The paper transfers are
collected by WestCAT and submitted to the city for reimbursement at a rate of $1.375 each,
which is the equivalent fare based upon roundtrip travel to BART with the transfer discount.

There are two monthly parking permits available. One is for $63, which is designed for
parkers not taking connecting transit. The other monthly parking fee is $80, which includes a
WestCAT monthly pass. WestCAT is reimbursed $40 of the $80 permit for this 31-day fixed
route pass, which is the current price of an adult/student monthly pass. Utilization of the
facility has been increasing recently, with an average weekday usage of about 80% of the
parking spaces.

In September 2009, the BART Board of Directors adopted Resolution No. 4965 authorizing
the General Manager to execute a one year Maintenance and Reimbursement Agreement with
the Redevelopment Agency of the City of Hercules and the WestCAT for the Hercules
Transit Center. This agreement gave the parties an opportunity to assess whether this
arrangement was effective in managing the Transit Center site. Subsequently, the parties
extended the agreement through June 30, 2015. The parties now want to enter into a new
Maintenance and Reimbursement Agreement to clarify current roles and responsibilities.

The key terms and conditions of the Maintenance and Reimbursement Agreement are as
follows:

 Hercules is responsible for the maintenance, operation and repair of the facility. It will
prepare an annual budget for the performance of these funct1ons and all parties will
review and approve the annual budget.

o The Hercules Police Department is responsible for enforcement of parking violations
and police services at the Center. The BART Police Department responds to address
any crime that may occur at the Transit Center.

« Parking revenue collected at the Center are allocated to the following agencies in this
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order of priority:
o The Parking Permit Vendor, as payment for the distribution of permits.
s WestCAT, for the portion of the parking permits that are used as transit passes.
o The City for management, maintenance, repair and operation of the Center.

s The Hercules Transit Center Facility Maintenance Reserve account, which is not
to exceed 1/12 of the previous year's budgeted expenses.

s BART's General Fund.

Should costs incurred by Hercules exceed revenue collected, the city, BART and
WestCAT would confer on how to most effectively resolve the shortfall.

The term of the Agreement would be for 4 years, with 6 successive 1-year terms,
subject to termination by any one of the parties.

In order to provide a better passenger experience for the patrons of the Center, BART, the
City and WestCAT have been embarking upon several new initiatives to make the Center
safer and more welcoming. BART is taking the lead contractually for several site
improvements, partially sponsored through a grant from Contra Costa County’s sales tax
initiative, Measure J. Upgrades to the facility will include the following:

An LED lighting replacement project, which will brighten the facility and reduce energy
usage and expenses;

Installation of wind screens for bus patrons;

An emergency telephone;

Installation of infrastructure to accommodate an on-site parking collection fee;
Improved signage about the parking program;

Upgrading and adding additional waterproofing of the elech‘lcal system.

Staff recommends that the Board authorize the execution of the Maintenance and
Reimbursement Agreement with Hercules and WestCAT for the Hercules Transit Center. The
Office of the General Counsel will approve the Agreement as to form.

FISCAL IMPACT;

There is no fiscal impact for the District anticipated in FY18. In subsequent years, based
upon current parking fees, the Hercules Transit Center may generate up to $40,000 in
revenue annually for BART's General Fund, after all operating and maintenance costs are
taken into account. If future unexpected maintenance expenses exceed the revenue



Hercules Maintenance and Reimbursement Agreement

generated and are in excess of the capital rehabilitation fund set up for the Center, then at
least a portion of the expenses would come out of the operating budget for the Customer
Access and Accessibility Department or from revenue from increased parking fees.

ALTERNATIVES:

Not approve the Agreement and direct BART staff to maintain and operate the Hercules
Transit Center.

RECOMMENDATION:

It is recommended that the Board adopt the following Motion.

MOTION:

The General Manager or her designee is authorized to execute a Maintenance and
Reimbursement Agreement with the City of Hercules and the Western Contra Costa Transit
Authority for the Hercules Transit Center.



SAN FRANCISCO BAY AREA RAPID TRANSIT DISTRICT

MEMORANDUM

TO: Finance, Bond Oversight and Administration Committee DATE: September 15, 2017
FROM:  General Manager

SUBJECT: Pension‘Funding Optioﬁs

At the September 19" Finance, Bond Oversight & Administration Standing Committee meeting, Mary
Beth Redding, Vice President of Bartel Associates, the District’s actuarial consultant will present

information on pension funding options. Attached is a copy of her presentation.

If you have any questions about the document, please contact Michael Jones, Assistant General
Manager, Human Resources, at 510-464-6231.

Jldw

ace Crunican

cc: Board Appointed Officers
Deputy General Manager
Executive Staff





CALPERS

MISCELLANEOUS AND SAFETY PLANS
FUNDING STRATEGY DEVELOPMENT

Mary Beth Redding & Doug Pryor,
Vice President & Actuary

September 19, 2017





Funding Strategy

B Develop a funding strategy that 1s expected to meet
one or more of the following goals:
® Produces a more favorable cash flow pattern over time
® Reduces total cost to BART
® Better manages contribution volatility
® Improves budget impact of pension plans
® Maintains flexibility

BART
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Funding Strategy

B Recent cost modeling projects large increases in
required pension contributions over at least the next

10 years

® $61 million in FY17/18

® $73 millionin FY18/19

® Projected $138 million in FY2027/28

B Unfunded accrued hability (UAL)
® $693 million at 6/30/16

Most recent actuarial valuation
7.375% discount rate

BART
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Projected BART Employer
Contribution Rates - Miscellaneous

Excludes Employer Paid EPMC
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Projected BART Employer
Contribution Rates - Safety

Excludes Employer Paid EPMC
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Projected BART Employer Pension
Contributions (S Millions)

Miscellaneous + Safety
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Options for Additional Funding

B Use of Funds
- —Internal- Serviee Fund
® @Give directly to CalPERS
® Irrevocable Supplemental (§115) Trust

BART
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Payments Directly to CalPERS

B Must be considered an irrevocable decision
® Extra payments cannot be used as future “credit”

B Option 1: Request shorter amortization period
(Fresh Start)
® Higher short term payments
® Less interest and lower long term payments
® Likely cannot revert to old amortization schedule
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Payments Directly to CalPERS

B Option 1: Shorter amortization period (Fresh Start)

B 15 Year Amortization
® 2018 Payment increases $12M ($61 => §73)

® $115 M interest savings
Savings reduced as discount rate decreases in the future

B 20 Year Amortization
® 2018 Payment increases $24M ($61 => $85)

® $345 M interest savings
Savings reduced as discount rate decreases in the future
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Payments Directly to CalPERS

B Option 2: Target specific amortization bases
® Reduces future contributions and saves interest

® Extra contribution’s impact 1s muted by reduced future
contributions

® (CalPERS can’t track what the contribution “would have
been”

BART
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Payments Directly to CalPERS

B Option 2: Target specific amortization bases

® Paying off shorter amortization periods
Larger contribution savings over shorter period
Less interest savings

Won’t pay off unfunded sooner
Can be a short-term “band-aid” for increasing contributions

® Paying off longer amortization periods
Smaller contribution savings over longer period
More interest savings
Might pay off unfunded sooner
Expected return advantageous
No guaranteed return

BART :
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Payments Directly to CalPERS

B Option 2: Target specific amortization bases

® Example: 7-year base (and $3M of 11-year base)
$50 million payment
$8.2 million initial annual contribution reduction
$14 million interest savings

® Example: 30-year base
$50 million payment
$700,000 1nitial annual contribution reduction
$86 million interest savings
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Irrevocable Supplemental (§115) Trust

B Can only be used to
® Remmburse BART for CalPERS contributions
® Make payments directly to CalPERS

B [nvestments significantly less restricted than District
investment funds
® Fiduciary rules govern Trust investments
® Designed for long term returns

B Assets don’t count for GASB accounting
® Are considered Employer assets

BART :
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Irrevocable Supplemental (§115) Trust

B More flexibility than paying CalPERS directly

® BART decides if and when and how much money to put
into Trust

® BART decides if and when and how much to withdraw to
pay CalPERS or reimburse Agency
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Irrevocable Supplemental (§115) Trust

B Funding strategies typically focus on

® Reducing the unfunded liability
Fund enough to make total CalPERS UAL =0

® Stabilizing contribution rates
Mitigate expected contribution rates to better manage budget

® Combination
Use funds for rate stabilization/budget predictability
Target increasing fund balance to pay off UAL sooner

BART :
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Irrevocable Supplemental (§115) Trust

B Over 100 trusts established, mostly since 2015
B Examples:

Irvine Ranch WD, 2013, $35M i1nitial deposit to fully fund
liability

Solano County, 2015, $20 M initial deposit

City of Alameda

City of Daly City

City of Dublin

City of Palo Alto

City of Union City

BART :
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Comparison of Alternatives

CalPERS CalPERS Supple-

#1 (Fresh #2 (Target mental
Start) Bases) Trust

® Produces a more favorable cash flow
. No No Yes
pattern over time
® Reduces total cost to BART Yes Yes Yes
o oL
Bette.r manages contribution No No Yes
volatility
o : :
Improves budget impact of pension Some Some Yes
plans
® Maintains flexibility No No Yes
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