
Report No: 

Meeting Date: 

Alameda-Contra Costa Transit District 

STAFF REPORT 
TO: AC Transit Board of Directors 

FROM: Denise C. Standridge, General Counsel 

16-036 
February 10, 2016 

SUBJECT: Estimated Legal Costs Associated with Potential Investment by Retirement Board 

ACTION ITEM 

RECOMMENDED ACTION IS): 

Consider receiving report on the estimated legal costs associated with a potential investment by 
the Retirement Board in the Transbay Terminal on behalf of the District and provide direction to 
staff as to whether or not to pursue this matter further. 

EXECUTIVE SUMMARY: 

Staff has been asked to research the potential legal expense for the District and the Retirement 
Board to have the Retirement Board look into an investment in the Transbay Terminal on behalf 
of the District, which would be reimbursed by the District with interest. 

BUDGETARY/FISCAL IMPACT: 

There is no fiscal impact with receiving the report. However, if staff is directed to pursue the 
legal analysis, the fiscal impact is approximately $41,500. 

BACKGROUND/RATIONALE: 

As part of the agreement between AC Transit and the Transbay Joint Powers Authority (TJPA), 
signed in 2008, AC Transit agreed to make a Tenant Capital Contribution toward the project. 
The Lease and Use Agreement provided for a 4.5% discount rate on approximately $34 million 
to be paid over the next 16 years. Using the discount rate of 4.5%, the present value of those 
payments is approximately $23 million. A suggestion has been made to have the Retirement 
Board invest retirement funds by paying the present value amount to the TJPA on behalf of the 
District. The District would in turn reimburse the Retirement Plan over the next 16 years. The 
rational is that this is a good investment for the Retirement Plan and would be beneficial to the 
TJPA by making more funds available immediately as there is a large budget deficit in 
completing the Transbay Terminal Project. 

The details have yet to be fully flushed out but staff was directed to research the costs to both 
the District and the Retirement Board to analyze the idea. According to the District's outside 
pension counsel, it would cost approximately $1,500 to analyze the idea from the District's 
perspective. The Retirement Board provided an estimate of $40,000 for legal and other expert 
costs, including a credit analysis. 
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Other issues to be included in the analysis are a settlement agreement between the District and 
the Retirement Board on behalf of the AC Transit Employees' Pension Plan and Proposition 162. 
While these issues are not analyzed in this report, below is a brief summary of the prior 
settlement agreement and the proposition. 

A dispute arose between the District and the Retirement Board and ATU concerning the need 
for and the amount of District contributions to the Plan for fiscal years 1992-1993 and 1993-
1994. The District did not make contributions one year and made only partial contributions the 
other year. The District entered into a settlement agreement (see Attachment 1) to resolve this 
dispute on July 15, 1996. The District agreed to contribute to the plan the amount of 
$7,563,159 plus interest at 8.5% annually to July 1, 1994 and at the rate of $7.75% thereafter. 

Proposition 162 was on the 1992 ballot and was called the "Pension Protection Act." In 
essence, it (1) granted the boards of public employee retirement systems sole and exclusive 
authority over investment decisions and administration of the system; (2) requires boards to 
administer the system as to assure prompt delivery of benefits to participants and beneficiaries; 
{3) provided that the board's duty to participants and beneficiaries takes precedence over any 
other duty; (4) granted boards sole and exclusive power to provide for actuarial services; and 
(5) prohibited changing the number, terms, and method of selection or removal of members of 
boards without approval of voters of the jurisdiction in which participants of the retirement 
system were employed. (See Attachment 2) 

Staff is seeking direction as to whether or not to pursue this matter further. 

ADVANTAGES/DISADVANTAGES: 

The costs are estimated in this report if the District decides to pursue this matter further. There 
is no disadvantage to receiving this report. 

ALTERNATIVES ANALYSIS: 

This report was prepared at the request of the Board, therefore no other alternatives were 
considered. 

PRIOR RELEVANT BOARD ACTIONS/POLICIES: 

None 

ATTACHMENTS: 

1. July 15, 1996 Settlement Agreement 

2. Text of Proposition 162 

Reviewed by: Denise C. Standridge, General Counsel 

Prepared by: Denise C. Standridge, General Counsel 
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Att. 1 to SR 16-036 

c 
SETILEMENT AGREEMENT 

;· This Settlement Agreement(" Agreement") is made and. entered into on July 15, 1996 by 

and between the Alameda-Contra Costa Transit District ("District") and the Alameda-Contra 

Costa Transit District Retirement Board ("the Retirement Board") on behalf of the AC Transit 

Employees' Pension Plan ("the Plan"). 

A dispute having arisen between the District on the one hand, and the Retirement Board 

and the Amalgamated Transit Union Local192 ("the Union") on the other hand, concerning the 

need for and amount of District contributions to the Plan for fiscal year 1992-93 and fiscal year· 

1993-94 and in order to resolve this dispute in tlie interest ofPlan participants and beneficiaries, 

the parties agree as follows: 

Section 1. Purpose. 

The District and the Retirement Board enter into this Agreement to resqlve their dispute 
. . 

. concerning District contributions to the Plan for Fiscal Year 1992-93 and Fiscal Year 1993-94 

("the Contribution Dispute") and to avoid litigation related to the Contribution Dispute. The 

parties recognize that a compromise is n~essary and accordingly enter into this Agreement, 

without admission that the District violated any statute or common law obligation with respect 

to the funding of the Plan. 

Jtl155.1 
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Section 2. No Litigation and Cooperation Clause. 

a. No Litigation. 

The Retirement Board agrees, for itself; its duly elected or appointed offlcials, its 

directors, officers, agents and employees acting in an official capacity and their successors and 

assigns that: 

l. it will not file or prosecute any legal claim against the District regarding 

the Contribution Dispute, except that it reserves the right to enforce the terms of this Agreement; 

2. it will not provide financial assistance to or aid in the prosecution of any 

administrative hearing or judicial proceeding against the District related to the Contribution 

Dispute. 

Nothing in this section shall prevent the Retirement Board from providing documents or 

information required by law to be made available to third-parties pursuant to the Public Records 

Act, court order, or subpoena, including information or documents that the Retirement Board 

could otherwise be compelled to provide in the 'ordinary course of business. Nor shall anything 

in this section prevent the Retirement Board from providing testimony or documents pursuant. 

to subpoena, duly executed in accord with law. 

313155.1 2. 
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b. Cooperation in Defending Third Party Litigation. 

. :· ,· 

In the event there is a suit filed by a third party to challenge the decision to enter into 

this Agreement or the Agreement, the District and the Retirement Board shall cooperate in the . 

defense of such a suit by, for example, asserting the legality of this Agreement, providing 

witness and documents, and providing such other assistance as is appropriate, including the 

assistance of legal counsel if authorized by the governing Board of the unnamed party. If both 

parties are named in the suit, they shall agree upon an appropriate apportionment of the costs 

of defense, if any. 

Section 3. Contributions To Be Paid As Settlement. 

The parties agree that the Contribution Dispute shall be resolved by District contribution 

to the Plan of Seven Million Five Hundred Sixty Three Thousand One Hundred Fifty Nine 

dollars ($7,563,159.00) (the "Contribution") plus interest at the rates of 8.5% annually to July 

1, 1994 and at the rate of 7.75% thereafter. Payments shall be made as follows: 

a. The District shall pay the sum of Five Million Two Hundred Eighty-Nine 

Thousand Twenty Six dollars ($5,289,026.00) plus interest on that amount in six annual 

installments, as follows: The District shall pay Two Million dollars ($2,000,000.00) on or 

before July 15, 1996 (with additional interest accruing at the rate of 7.75% per annum from 

July 1, 1996 for any late payment); and shall make additional annual payments of One Million 

313155.1 3. 
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Thirty Two Hundred Thousand Fourteen dollars ($1,030,214.00) on or before July l, 1997, 

July 1, 1998, July_l, 1999, July 1, 2000 and July 1, 2001, for totalpaym~nts to the Plan under 
. ~' 

this section 3.a. of Seven Million One Hundred Fifty One Seventy dollars ($7,15.1,070.00) 

(including interest.) 

b. The balance of the Contribution, Two Million Two Hundred Seventy-Four 

Tho\lsand One Hundred Thirty-Three dollars ($2,274, 133.00), shall be included in the Plan's 

unfunded past service· liabilities, shall be amortized in accord with the Retirement Board's 

funding policy for ·the Plan, and· shall be paid as part of the District's regular annual 

contributions to the Plan. 

c. Nothing in this Agreement shall substitute for or excuse the District's obligation 

to make annual contributions to the Plan in order to assure the actuarial competency of the Plan, 

determined in accord with Article 16, Section l7 of the California Constitution. 

Section 4. Annual Appropriation to Fund Settlement. 

The District agrees that in each fiscal year for which payment under 3.a. of this 

Agreement is due, the District Board of Directors will include an appropriation for the amount 

of the required payment in the budget for that fiscal year and will take all steps required to 

authorize the making of the payment. The District agrees that such annual appropriation is a 

material term of this Agreement. In the event the District fails to make such appropriation, 

313155.1 4. 
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District agrees that the total Contribution of Seven Million Five Hundred Sixty-Three Thousand 

One Hund~ Fifty Nine dollars ($7,563, 159.00), plus interest accruing at the Plan interest rate 
-~ . 

then in effeet (less any payment previously made pursuant to Section 3.a.) shall be immediately 

due and payable. 

Section 5. Successorship. 

a. In the event the District is merged with another entity before it has made full 

payment as· provided in Section 3.a. and the District is not the surviving agency as a 

consequence of the merger,. then the total Contribution of Seven Million Five Hundred Sixty-

Three Thousand One Hundred Fifty-Nine Dollars ($7 ,563, 159 .00), plus interest accruing at the 

· Plan interest rate then in effect (less any payment previously made pursuant to Section 3.a.) shall 

be immediately due and payable. "Surviving agency" means any new or merged entity whose 

governing board is comprised of members, a majority of whom were serving as AC Transit 

District Directors immediately before the District was merged with another entity. 

b. In the event the District sells any of its real property, rolling stock or other 

material assets to any other entity, public or private, it shall (l) pay the balance of the 

Contribution with interest accrued to the date of payment, before or in connection with the 

closing of any such transaction; (2) require as a condition of such sale that the acquiring or 

successor entity, as the case may be, assume the liabilities hereunder; or (3) retain its powers 

to collect tax revenues and shall collect such tax revenues for the benefit of the Plan until the 

313155.1 5. 
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payments required by Section 3.a. have been made in full. The District shall consult with ·the 

Retirement Board before such a transaction is finalized and shall advise the Retirement Board 

of which option will govern the continued payment of the District's funding obligation under 

Section 3.a. 

The provisions of this Section 5.b. shall not be applicable to the sale of "surplus assets" 

of the District. "Surplus assets" means property of the District which the District has declared 

to be surplus; provided, however, that the District shall advise the Retirement Board prior to 

declaring any property as surplus and shall obtain the Retirement Board's advance consent to 

such a declaration. The Retirement Board shall not unreasonably withhold such consent. 

Section 6. Security. 

In the event of the District's insolvency, District agrees to assert in any bankruptcy 

proceeding that payments pursuant to Section 3.a. are entitled to priority, subject only to the 

claims of creditors whose claims are made subject to written security interest duly recorded on 

or before the date of this Agreement. 

District further represents .that it cannot encumber the District's real property and that 

it has not done so. District agrees (a) that if the California Supreme Court or the California 

Legislature authorizes such encumbrance, District will promptly agree to secure the balance of 

the amount in Section 3 then unpaid by a lien against its real property located at 1600 Franklin 

313155.1 6. 
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Street in Oakland, CA; a~ (b) that it will not otherwise encumber any of its real property·until 

. the Contribution,. plus ·~nterest, is paid in full, without the prior written consent of the Retirement 
:· 

Board. 

Section 7. Covenant Not To Sue and Th.ird Party Beneficiary Status. 

This Agreement is contingent upon the execution of the covenant not to sue, appended 

hereto as Exhibit A, by duly-authorized representatives of the District and the Union, within five 

(5) business days after the date of execution of this Agreement. The Union, on behalf of its 

active and retired members, is a third party beneficiary to this Agreement and, as such, the 

Union has standing to enforce this Agreement as though it were a signatory hereto. In the event 

the Union brings any legal action to enforce this Agreement, neither the District nor the 

Retirement Board will contest the Union's standing to do so. 

Section 8. Release. 

Except for the obligations provided for in this Agreement, the Retirement Board and each 

of its duly appointed officials, its directors, officers, agents and employees acting in an official 

capacity and their successors and assigns, unconditionally releases, acquits and forever 

discharges the District, and each of its directors, officers, agents and employees acting in an 

official capacity and their successors and assigns from any and all claims, demands, injuries, 

actions, causes of action, either at law or in equity or of any kind, nature or description, whether 

113155.1 7. 
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presently known or unknown or whether presently existent or nonexistent, which the Retirement 

Board has had or now has or may in the future have against the District arising out of or based 
~ ·~ 

upon the subject matter of, or relating to, directly or indirectly, to the Contribution Dispute. 

Section 9. Settlement of Disputed Claim. 

The parties understand and agree that this settlement is a compromise of disputed claims, 

and that the District's actions under this Agreement are not construed as an admission of liability 

by the District. 

Section 10. Entire Agreement. 

This writing constitutes the entire Agreement among the parties, and no modification of 

this Agreement shall be valid unless executed in writing. by the parties. Further, none of the 

parties to this Agreement shall be bound by any representations, warranties, promises, statement, 

or information unless express! y set. forth in this Agreement. 

Section 11. Factual Investigation. 

Each party has conducted its own factual investigatiort, is not relying on the other party, 

and assumes the risk that there are material unknown facts or that facts are other than as 

presumed. The parties further acknowledge that they are aware that they may hereafter discover 

313155.1 8. 
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material facts in addition to or different from those which they now known or believe to be true 

with respect to the subject matt~r of this Agreement, and further acknowledge that there may 

be future events, circumstances, or occurrences materially different from those they know or 

believe likely to occur, but that they, nonetheless intend to enter into and be bound by this 

Agreement. 

Section 12. Attorneys' Fees and Costs. 

Each party shall bear its own attorney's fees and costs incurred in connection with this 

dispute and settlement Agreement. However, in the event of any litigation regarding the rights 

and obligations under this Agreement, the prevailing party shall be entitled to reasonable 

attorneys; fees, expenses, disbursement and court costs. · 

Section 13. Dispute Resolution. 

In the event of any disagreement or dispute concerning the inte1pretation or 

implementation of this Agreement, the parties shall make good faith efforts to resolve their 

disagreement or dispute, which efforts may include utilizing the services of a professional 

mediator with the costs of such mediation to be borne equally by the District and the Retirement 

Board. This section shall not serve to abrogate or delay the District's obiigations under Section 

3.a. to make periodic payments to the Plan or to make annual appropriations under Section 4. 

herein. 

313155.1 9. 
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Section 14. Understanding of Terms. 

The parties to this Agreement each affirm and acknowledge that they have read this 

Agreement, that they know and understand its terms, and that they have signed it voluntarily and 

on the advice of counsel. The parties have had a full and unhindered opportunity to consult with 

their attorneys, accountants, financial advisors and such other consultants as they may have 

desired prior to executing this Agreement. 

Section 15, Agreement May be Pleaded as a Defense • 

. This Agreement may be pleaded as a defense by the parties. 

Section 16. Severability. 

If any provision, or any part of this Agreement shall for any reason be held to be invalid 

or unenforceable or contrary to public policy or any law, then the remainder of the Agreement 

shall not be affected thereby and shall remain in full force and effect. 

Section 17. Authority. 

The persons signing below represent that they have the authority to bind their respective 

party and that all necessary board of directors' or other approvals· have been obtained. 

313155.1 10. 
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Section 18. Captions. 

The captions of the various paragraphs in this Agreement are for convenience and 

organization only, and are not intended to be any part of the body of this Agreement, nor are 

they intended to be referred to in construing the provisions of this Agreement. 

Section 19. Choice of Law. 

This Agreement .shall be governed by and construed according to the domestic, 

substantive law of the State of California. Each party waives its right to trial by jury in any 

action, suit, claim, counterclaim or proceeding of any kind arising out of or in connection with 

this Agreement. 

Section 20. Notices. 

All notices required under this Agreement must be in writing, and may be given either · 

personally or by registered or certified mail (return receipt requested) or facsimile. Any party 

may, at any time, by giving ten days written notice to the other party, designate another person 

or address in substitution of the address to which such notice shall be given. Notices shall be 

given to the parties at their addresses as set forth below: 

113155.1 ll. 
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If to AC Transit: 

Alameda-Contra Costa Transit District 
General Manager 
1600 Franklin Street, lOth Floor 
Oakland, CA 94612 
Attention: Ms. Sharon D. Banks 

with a copy to: 

Alameda-Contra Costa Transit District 
Office of the General Counsel 
1600 Franklin Street, 6th Floor 
Oakland, CA 94612 
Attention: Mr. Kenneth C. Scheidig 

If to Retirement Board: 

Alameda-Contra Costa Transit District Retirement Board 
Retirement System Administrator · 
1600 Franklin Street 
Oakland, CA 94612 
Attention: 

with a copy to: 

Hanson, Bridgett, Marcus, Vlahos & Rudy 
333 Market Street, Suite 2300 
San Francisco, CA 94105 
Attention: Bonnie Kathleen .Gibson, Esq. 

12. 
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IN WITNESS WHEREOF, the parties h·ave executed one or more copies of this 

Agreement as of the date set out on the first page of this Agreement. 

APPROVED AS TO FORM: 

313155,1 

By:~ fJ,~. 
· for 

Alameda-Contra Costa Transit District 

By:.~~=· =.;-----=-P~.:::.=.· -
/ foi/ 
Alameda-Contra Costa Transit District 
Retirement Board 

13, 
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COVENANT NOT TO SUE 

This Covenant Not To Sue {"Covenant") is entered into by and 

between Amalgamated Transit Union, Local 192 ("Union") and the 

Alameda"Contra Costa County Transit District {"District"). 

A dispute arose concerning the need for and amount of 

District contributions to the AC Transit Employees' Pension Plan 

for the fiscal year {"FY") 1992-93 and FY 1993-94. The Union, 

the District, and the Alameda-Contra Costa County Transit 

District Retirement Board {"Retirement Board") have reached 

agreement as to the terms.of settlement of that dispute, as set 

forth in the June 25, 1996 letter agreement {"Letter Agreement") 

Copy attached as Exhibit 1 to this Covenant and incorporated 

herein by reference. Pursuant to the Letter Agreement·, the 

District and the Retirement Board entered into a settlement 

agreement on July 15, 1996 {"Settlement Agreement") which 

provides for a District contribution in the amount of $?, 563, 159, 

plus interest, according to an agreed upon payment schedule. 

Copy attached as Exhibit 2 to this Covenant and incorporated 

herein by reference·. The contribution amount and payment 

schedule set forth in the Letter Agreement and Settlement 

Agreement (collectively, "the Settlement") represent a mutually 

acceptable compromise of the Union's and the Retirement Board's 

claims concerning the FY 1992-93 and FY 1993-94 contributions. 

Based on the Settlement, and expressly conditioned upon the 

mutual promises contained in this Covenant, the Union and the 

District hereby agree as follows: 
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1. The District agrees that no changes will be made i.ri · t.h:~'' 

Settlement Agreement without the written consent of.the Union~ 
., 

The District further agrees that it will immediately pro~ide the 

Union with a copy of all notices required under the Settlement 

Agreement by sending the notice by registered or certified mail 

to: 

Amalgamated Transit Union, Local 192 
8460 Enterprise Way 
Oakland, CA 94621-1318 

and to 

Peter D. Nussbaum 
Altshuler, Berzon, Nussbaum, Berzon & Rubin 
177 Post Street, Suite 300 
San Francisco, CA 94108 

2. Provided that the District complies with the terms of 

the Settlement, the Union agrees that it will not file or fund 

any legal action against the District regarding the dispute over 

the FY 1992-93 and FY 1993-94 contributions, and that if any 

legal action is brought against the District which raises. the 

validity of the Settlement, the Union will provide testimony or 

documents pursuant to subpena duly executed in accordance with 

law. In the event the District fails to comply with the terms of 

the Settlement, however, nothing in this Covenant shall prevent 

the Union from taking legal action to enforce the Settlement 

Agreement and/or from taking legal action to enforce the claim it 

has regarding the FY 1992-93 and FY 1993-94 contributions. 

3. The District recognizes and agrees in accordance with 

section 7 of the Settlement Agreement that the Union is a third 

party beneficiary of the Settlement Agreement and that, as such, 

2 

(• .. _,, 
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the Union has a right to enforce the Settlement Agreement as if 

the Union were a party thereto. In the event the Union 'brings 

any legal action to enforce the Settlement A~reement, ''the 

District will not contest the Union's standing to do so. 

4. If the District fails to comply with the terms of the 

Settlement, and if a court rules that the Union does not have the 

right to enforce the Settlement Agreement, the District further 

agrees that if the Union takes legal action to enforce the claim 

it has regarding the FY 1992-93 and FY 1993-94 contributions, the 

District will not assert, and hereby waives, any defense it could 

otherwise assert based on any statute or statutes of limitations 

established by state or federal law or any other defense based on 

the timeliness of the Union's legal action .. 

IN WITNESS HEREOF, the Union and the District have executed 

one or more copies of this Covenant as of the date set out on the 

~ page of this Covenant. 

Dated: July Gl, 1996 

Amalgamated 

Dated: July d.'/ 1996 

By:~f),~ 
for 

Alameda-Contra Costa County Transit District 

3 
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APPROVED AS TO FORM: 

Dated: July\/, 1996 

By '--=-p"-\+. -_=--:::;::::::---!~~· _· __ ._· -
Pet'i\r Nussbaum 
Counsel for the Union 

Dated: July ct. 1996 

B 
Scheidig 
for the District 

4 
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1992 Cal. Legis. Serv. Prop. 162 (WEST) 

CALIFORNIA 1992 LEGISLATIVE SERVICE 

Additions are indicated by<<+ Text+>>; deletions by 
<<-Text-». Changes in tables are made but not highlighted. 

PROPOSITION 162 

Att. 2 to SR 16-036 

PUBLIC EMPLOYEES' RETIREMENT SYSTEMS-INITIATIVE CONSTITUTIONAL AMENDMENT 

[Approved by the electors November 3, 1992.) 

This initiative measure is submitted to the people in accordance with the provisions of Article II, Section 8 of the 
Constitution. 
This initiative measure expressly amends the Constitution by amending a section thereof. 

PROPOSED LAW 
The California Pension Protection Act of 1992 

«Note: CA CONST Art. 16, § 17 » 

Section One. Title. This act shall be known and may be cited as "The California Pension Protection Act of 1992." 

Section Two. Findings and Declarations. The People of the State of California hereby find and declare as follows: 

(a) Retired citizens depend upon their pension benefits to meet basic necessities such as food and shelter during their 
retirement years. For many elderly citizens who are not eligible to participate in Social Security, pension benefits are their 
sole source of financial support and security. 

(b) Teachers, firefighters, police officers and other local, school and state employees depend on promised pension benefits, 
which must be protected from political abuse and misappropriation. 

(c) Politicians have undermined the dignity and security of all citizens who depend on pension benefits for their retirement by 
repeatedly raiding their pension funds. 

(d) Political meddling has driven the federal Social Security system to the brink of bankruptcy. To protect the financial 
security of retired Californians, politicians must be prevented from meddling in or looting pension funds. 

(e) Raids by politicians on public pension funds will burden taxpayers with massive tax increases in the future. 

(f) To protect pension systems, retirement board trustees must be free from political meddling and intimidation. 

(g) The integrity of our public pension systems demands that safeguards be instituted to prevent political "packing" of 
retirement boards, and encroachment upon the sole and exclusive fiduciary powers or infringement upon the actuarial duties 
of those retirement boards. 

WestlawNext © 2016 Thomson Reuters. No cia 1m to original U.S. Government Works. 
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(h) In order to protect pension benefits and to avoid the prospect of higher taxes, the People must act now to shield the 
pension funds of this state ftom abuse, plunder and political corruption. 

Section Three. Purpose and Intent. The People of the State of California hereby declare that their purpose and intent in 
enacting this measure is as follows: 

(a) To protect pension funds so that retirees and employees will continue to be able to enjoy a basic level of dignity and 
security in their retirement years. 

(b) To give voters the right to approve changes in the composition of retirement boards containing elected retirees or 
employee members. 

(c) To protect the taxpayers of this state against future tax increases which will be required if state and local politicians are 
permitted to divert public pension funds to other uses. 

(d) To ensure that the assets of public pension systems are used exclusively for the purpose of efficiently and promptly 
providing benefits and services to participants of these systems, and not for other purposes. 

(e) To give the sole and exclusive power over the management and investment of public pension funds to the retirement 
boards elected or appointed for that purpose, to strictly limit the Legislature's power over such funds, and to prohibit the 
Governor or any executive or legislative body of any political subdivision of this state from tampering with public pension 
funds. 

(f) To ensure that all actuarial determinations necessary to safeguard the competency of public pension funds are made under 
the sole and exclusive direction of the responsible retirement boards. 

(g) To affirm the legal principle that a retirement board's duty to its participants and their beneficiaries takes precedence over 
any other duty. 

« CA CONST Art. 16, § 17 » 

Section Four. Section 17 of Article XVI of the California Constitution is hereby amended to read as follows: 
SEC. 17. The State shall not in any manner loan its credit, nor shall it subscribe to, or be interested in the stock of any 
company, association, or corporation, except that the State and each political subdivision, district, municipality, and public 
agency thereof is hereby authorized to acquire and hold shares of the capital stock of any mutual water company or 
corporation when the stock is so acquired or held for the purpose of furnishing a supply of water for public, municipal or 
governmental purposes; and the holding of the stock shall entitle the holder thereof to all of the rights, powers and privileges, 
and shall subject the holder to the obligations and liabilities conferred or imposed by law upon other holders of stock in the 
mutual water company or corporation in which the stock is so held. 
Notwithstanding <<+any other+>> provisions <<+of law or this Constitution+>> to the contrary <<-* * *->>, the <<-* * 
*->> <<+retirement board of a public pension or retirement system shall have plenary authority and fiduciary responsibility 
for+>> investment of moneys <<+and administration+>> of<<-** *->><<+the+>> system, subject to all of the following: 
(a) <<+The retirement board of a public pension or retirement system shall have the sole and exclusive fiduciary 
responsibility over the assets of the public pension or retirement system. The retirement board shall also have sole and 
exclusive responsibility to administer the system in a manner that will assure prompt delivery of benefits and related services 
to the participants and their beneficiaries.+>> The assets of a public pension or retirement system are trust funds and shall be 
held for the exclusive purposes of providing benefits to participants in the pension or retirement system and their 
beneficiaries and defraying reasonable expenses of administering the system. 
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(b) The<<-* ' *->> <<+members of the retirement board+>> of<<-* ' *->> <<+a+» public pension or retirement system 
shall discharge <<-* * *->> <<+their+>> duties with respect to the system solely in the interest of, and for the exclusive 
purposes of providing benefits to, participants and their beneficiaries, minimizing employer contributions thereto, and 
defraying reasonable expenses of administering the system. <<+A retirement board's duty to its participants and their 
beneficiaries shall take precedence over any other duty.+>> 
(c) The<<-***->> <<+members of the retirement board+>> of<<-***->> <<+a+>> public pension or retirement system 
shall discharge<<-* * *->><<+their+>> duties with respect to the system with the care, skill, prudence, and diligence under 
the circumstances then prevailing that a prudent person acting in a like capacity and familiar with these matters would use in 
the conduct of an enterprise of a like character and with like aims. 
(d) The<<-*'*->> <<+members of the retirement board+>> of<<-*''->> <<+a+» public pension or retirement system 
shall diversify the investments of the system so as to minimize the risk of loss and to maximize the rate of return, unless 
under the circumstances it is clearly<<-* * *->>not <<+prudent+>> to do so. 
<<+(e) The retirement board of a public pension or retirement system, consistent with the exclusive fiduciary responsibilities 
vested in it, shall have the sole and exclusive power to provide for actuarial services in order to assure the competency of the 
assets of the public pension or retirement system.+>> 
<<+(f) With regard to the retirement board of a public pension or retirement system which includes in its composition elected 
employee members, the number, terms, and method of selection or removal of members of the retirement board which were 
required by law or otherwise in effect on July I, 1991, shall not be changed, amended, or modified by the Legislature unless 
the change, amendment, or modification enacted by the Legislature is ratified by a majority vote of the electors of the 
jurisdiction in which the pa11icipants of the system are or were, prior to retirement, employed.+>> 
<<+(g) The Legislature may by statute continue to prohibit certain investments by a retirement board where it is in the public 
interest to do so, and provided that the prohibition satisfies the standards of fiduciary care and loyalty required of a retirement 
board pursuant to this section.+>> 
<<+(h) As used in this section, the term "retirement board" shall mean the board of administration, board of trustees, board of 
directors, or other governing body or board of a public employees' pension or retirement system; provided, however, that the 
term "retirement board" shall not be interpreted to mean or include a governing body or board created after July l, 1991 
which does not administer pension or retirement benefits, or the elected legislative body of a jurisdiction which employs 
participants in a public employees' pension or retirement system.+>> 

«Note: CA CONST Art. 16, § 17 » 

Section Five. Liberal Interpretation. The provisions of this act shall be liberally interpreted to effect their purposes. 

Section Six. Conflicting Law. In the event that this measure and another measure or measures relating to the public pension 
and retirement systems of this state, or any of them, shall appear on the statewide general election ballot on November 3, 
1992, the provisions of these measures shall be deemed to be in conflict. In the event that this measure shall receive a greater 
number of affirmative votes, the provisions of this measure shall prevail in their entirety and the provisions of the other 
measure or measures shall be null and void. In the event that the other measure or measures shall receive a greater number of 
affirmative votes, the provisions of this measure shall take effect to the extent permitted by law. 

Section Seven. Severability. If any provision of this act shall be found or held by a court of competent jurisdiction to be 
invalid or unconstitutional for any reason, such invalidity or unconstitutionality shall not affect the remaining provisions of 
this measure, and to this end the provisions of this measure are severable. 

«Note: CA CONST Art. 16, § 17 » 

Section Eight. Effective Date. This act shall take effect immediately upon cet1ification of the official canvass by the Secretary 
of State. 
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