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F di St tFunding Strategy
 Develop a funding strategy that is expected to meet Develop a funding strategy that is expected to meet 


one or more of the following goals:
 Produces a more favorable cash flow pattern over timeProduces 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
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F di St tFunding Strategy
 Recent cost modeling projects large increases in Recent cost modeling projects large increases in 


required pension contributions over at least the next 
10 years10 years
 $61 million in FY17/18
 $73 million in  FY18/19
 Projected $138 million in  FY2027/28


 Unfunded accrued liability (UAL) 
$693 illi 6/30/16 $693 million at 6/30/16
 Most recent actuarial valuation
 7.375% discount rate
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Projected BART Employer 
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Projected BART Employer 
C t ib ti R t S f t
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Excludes Employer Paid EPMC


Contribution Rates - Safety
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Projected BART Employer Pension 
Contributions ($ Millions)( )


2018/19
$73 M
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O ti f Additi l F diOptions for Additional Funding
 Use of Funds Use of Funds
 Internal Service Fund
 Give directly to CalPERSy
 Irrevocable Supplemental (§115) Trust
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P t Di tl t C lPERSPayments Directly to CalPERS
 Must be considered an irrevocable decision Must be considered an irrevocable decision
 Extra payments cannot be used as future “credit”


 Option 1: Request shorter amortization period 
(Fresh Start)(Fresh Start)
 Higher short term payments
 Less interest and lower long term payments
 Likely cannot revert to old amortization schedule
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P t Di tl t C lPERSPayments Directly to CalPERS
 Option 1: Shorter amortization period (Fresh Start) Option 1: Shorter amortization period (Fresh Start)
 15 Year Amortization
 2018 Payment increases $12M ($61 => $73) 2018 Payment increases $12M  ($61 => $73)
 $115 M interest savings
 Savings reduced as discount rate decreases in the future


 20 Year Amortization
 2018 Payment increases $24M  ($61 => $85)
 $345 M interest savings $345 M interest savings
 Savings reduced as discount rate decreases in the future
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P t Di tl t C lPERSPayments Directly to CalPERS
 Option 2: Target specific amortization bases Option 2: Target specific amortization bases
 Reduces future contributions and saves interest
 Extra contribution’s impact is muted by reduced future p y


contributions
 CalPERS can’t track what the contribution “would have 


b ”been”
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P t Di tl t C lPERSPayments Directly to CalPERS
 Option 2: Target specific amortization bases 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
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P t Di tl t C lPERSPayments Directly to CalPERS
 Option 2: Target specific amortization bases 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 initial annual contribution reduction
 $86 million interest savings
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I bl S l t l (§115) T tIrrevocable Supplemental (§115) Trust
 Can only be used to Can only be used to 
 Reimburse BART for CalPERS contributions
 Make payments directly to CalPERSp y y


 Investments significantly less restricted than District 
investment funds
 Fiduciary rules govern Trust investments
 Designed for long term returns
A d ’ f GASB i Assets don’t count for GASB accounting
 Are considered Employer assets
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I bl S l t l (§115) T tIrrevocable Supplemental (§115) Trust
 More flexibility than paying CalPERS directly 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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I bl S l t l (§115) T tIrrevocable Supplemental (§115) Trust
 Funding strategies typically focus on 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 Combination
 Use funds for rate stabilization/budget predictability
 Target increasing fund balance to pay off UAL sooner


September 19, 2017 15







I bl S l t l (§115) T tIrrevocable Supplemental (§115) Trust
 Over 100 trusts established mostly since 2015 Over 100 trusts established, mostly since 2015 
 Examples:
 Irvine Ranch WD 2013 $35M initial deposit to fully fund Irvine Ranch WD, 2013, $35M initial deposit to fully fund 


liability
 Solano County, 2015, $20 M initial deposit
 City of Alameda
 City of Daly City
 City of Dublin City of Dublin
 City of Palo Alto
 City of Union City
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C i f Alt tiComparison of Alternatives
CalPERS CalPERS Supple-
#1 (Fresh 


Start)
#2 (Target 


Bases)
mental 
Trust


 Produces a more favorable cash flow N N Ypattern over time No No Yes


 Reduces total cost to BART Yes Yes Yes
 Better manages contribution 


volatility No No Yes


 Improves budget impact of pension S S Yp g p p
plans Some Some Yes


 Maintains flexibility No No Yes
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