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County Clerk/Registrar of Voters (CC/ROV) Memorandum #11072 

TO: All 80untyy eJ IRegistrars of Voters and Proponents 
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Ballot Pamphlet Program Manager 

RE: Initiative: 1504, Related to Public Pensions 

Pursuant to Elections Code section 9004 (c), we transmit herewith a copy of the 
Title and Summary prepared by the Attorney General on a proposed initiative 
measure entitled: 

REDUCES PENSION BENEFITS FOR 

PUBLIC EMPLOYEES, CREATES A NEW STATE RETIREMENT 


SYSTEM FOR PRIVATE SECTOR EMPLOYEES. INITIATIVE STATUTE. 


The proponents of the above-named measure are: 

Edward J . "Ted" Costa 
Robert J. Matteoli 
3407 Arden Way 
Sacramento, CA 95825 

(916) 482-6175 
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#1504 


REDUCES PENSION BENEFITS FOR 

PUBLIC EMPLOYEES. CREATES A NEW STATE RETIREMENT 


SYSTEM FOR PRIVATE SECTOR EMPLOYEES. INITIATIVE STATUTE. 


CIRCULATING AND FILING SCHEDULE 

1. 	 Minimum number of signatures required: .. .............. .. . ........ ... .. .... ........ 504.760 
California Constitution. Article II. Section 8(b) 

2. 	 Official Summary Date: ............ ............ .............. ......................... Tuesday. 09/13/11 


3. 	 Petitions Sections: 

a. 	 First day Proponent can circulate Sections for 
signatures (Elections Code § 336) ............. .... .......... ............. Tuesday. 09/13/11 

b. 	 Last day Proponent can circulate and file with the county. 
All sections are to be filed at the same time within each 
county. (Elections Codes §§ 9014. 9030(a)) ........... ........... ........ Friday. 02/10/12 

c. 	 Last day for county to determine total number of 
signatures affixed to petitions and to transmit total 
to the Secretary of State (Elections Code § 9030(b)) .. ....... .... . Friday. 02/24/12 

(If the Proponent files the petition with the county on a date prior to 
02/10/12 . the county has eight working days from the filing of the petition 
to determine the total number of signatures affixed to the petition and to 
transmit the total to the Secretary of State) (Elections Code § 9030(b).) 

d. 	 Secretary of State determines whether the total number 

of signatures filed with all county clerks/registrars of 

voters meets the minimum number of required signatures 
and notifies the counties .................................... ...... ...... . Sunday. 03/04/12" 


e. 	 Last day for county to determine total number of qualified 
voters who signed the petition. and to transmit certificate 
with a blank copy of the petition to the Secretary of State 
(Elections Code §§ 9030(d)(e)) ............. ........ ........................ Friday. 04/13/12 

* Date varies based on the date of county receipt . 



INITIATIVE #1504 

Circulating and Filing Schedule continued: 


(If Ihe Secrelary of Siale notifies Ihe county to delermine Ihe number of 
qualified voters who signed Ihe pelition on a dale other Ihan 03/04/12. Ihe 
lasl day is no later than the thirtieth working day after the county's receipt 
of not~icalion). (Elections Code §§ 9030(d)(e).) 

f. 	 If the signature count is more than 555.236 or less than 
479.522 then Ihe Secrelary of Siale certifies the petition as 
qualified or failed. and notifies the counties. If the signature 
counl is between 479.522 and 555 .236 inclusive. then the 
Secrelary of Stale notifies the counties using the random 
sampling technique to determine the validity of all 
signatures (EC §9030(f)(g); 9031(a)) ........... .... .. ............ .... . Monday. 04/2 3/12' 

g. 	 Last day for county 10 determine actual number of all qualified 
volers who signed the pelition. and 10 transmit certificate 
wilh a blank copy of the pelition to the Secrelary of State. 
(Elections Code §§ 9031(b)(c)) . ................................ ........... Tuesday. 06/05/12 

(If the Secretary of State notifies the county to delermine the number of 
qualified voters who have signed Ihe petilion on a dale other than 
04123/12. the last day is no later Ihan the thirtieth working day after the 
county's receipl of notification.) (Elections Code §§ 9031 (b)(c).) 

h. 	 Secretary of State certifies whether Ihe pelition has been 
signed by the number of qualified voters required to declare 
the petilion sufficienl (Elections Code §§ 9031(d). 9033) ... Salurday. 06109/12' 

-Date varies based on the date of county receipt. 



IMPORTANT POINTS 


• 	 California law prohibits the use of signatures, names and addresses 
gathered on initiative petitions for any purpose other than to qualify the 
initiative measure for the ballot. This means that the petitions cannot be 
used to create or add to mailing lists or similar lists for any purpose, 
including fund raising or requests for support. Any such misuses 
constitutes a crime under California law. Elections Code § 18650; 
Bilofsky v. Oeukmejian (1981) 124 Cal.App.3d 825, 177 Cal.Rptr. 621; 
63 Ops.CaI.Atty.Gen. 37 (1980). 

• 	 Please refer to Elections Code §§ 100, 101 , 104, 9008, 9009, 9013, 
9021 , and 9022 for appropriate format and type consideration in printing, 
typing and otherwise preparing your initiative petition for circulation and 
signatures. Please send a copy of the petition after you have it printed. 
This copy is not for our review or approval, but to supplement our file. 

• 	 Your attention is directed to the campaign disclosure requirements of the 
Political Reform Act of 1974, Government Code section 81000 et seq. 

• 	 When writing or calling state or' county elections officials, provide the 
official title of the initiative which was prepared by the Attorney General. 
Use of this title will assist elections officials in referencing the proper file. 

• 	 When a petition is presented to the county elections official for filing by 
someone other than the proponent, the required authorization shall 
include the name or names of the persons filing the petition. 

• 	 When filing the petition with the county elections official, please provide 
a blank petition for elections official use. 

http:Cal.App.3d


KAMALA D. HARRIS State ofCalifornia 
Attorney Gelleral DEPARTMENT OF JUSTICE 

1300 I STREET, SUITE 125 
P.O. BOX 944255 

SACRAMENTO, CA 94244-2550 
Public: [91 445-9555 

Telephone: 91 324-5464 
Facsimile: 91 324-8835 

E-Mail: D cFar an v 

September 13, 2011 

Th~ Honorable Debra Bowen 	 FIL ED 
Secretary of State . 	 In the office of the Secretary of State I 

of the State of Californ ia 	 (2wud V ~ Office of the Secretary of State 

1500 11th Street, 5th Floor 
 SEP 1 3 2011 
Sacramento, CA 95814 

e¥YlJffcr 
r 6COpr>-> 

Attention: 	 Ms. Katherine Montgomery 

Elections Analyst 


Dear Secretary Bowen: 

Pursuant to Elections Code section 9004, you are hereby notified that on this day we seot 

OUI title and summary for the following proposed initiative to the proponent: 


11-0026, "The Costa-Matteoli Pension Solvency Act" 

A copy afthat title and summary and text of the proposed initiative is enclosed. Please 

contact me if you have questions. 


~~~ 
DAWNL.MCFARLAND 
Acting Initiative Coordinator 

For KAMALA D. HARRlS 

Attorney General 


DLM: 

SAlOI110l9JI 

Oo<:ument in ProLaw 




September 13, 20 I I 
Initiati ve 11-0026 

The Attorney General of Ca lifornia has prepared the following title and summa ry of the chief 
purpose and po ints of the proposed measure: 

REDUCES PENSION BENEFITS FOR PUBLIC EMPLOYEES. CREATES A NEW 

STATE RETIREMENT SYSTEM FOR PRIVATE SECTOR EMPLOYEES. 

[NITtATIVE STATUTE. Reduces pension benefits for current and future publ ic employees. 

inc luding teachers, nurses, and peace o ni ccrs. For two years, and beyond if system pens ion 

ob li gations are underfunded. changes the minimum retirement age and funher reduces annual 

pension amount received. Restricts the availabil ity of defined contribution plans including 

40J (k) plans fo r public employees . Creates a new state retirement system for pri vate sector 

employees. Requ ires audits of pension systems. Caps base pay for new employees and 

employees in underfunded systems. Fiseall mpact: It is the opinion of the Legislative Analyst 

and Direetor of Finance that the measure could result in a substantial net change in state or 

local finances if adopted, given the magnitudc of the ch:lRgcs proposed in this measurc. 

(11-0026) 



PEOPLE'S ~CEIVED
ADVOCATE, INC. Jut 2 5 2011 
Paul Gon", Founder 

INITIATIVE COORDINATOR 
Your Voice in Gouemment ATTORNEY GENERAL'S OFFICE 

11 0026 

July 20, 20 11 

Office of the Attorney General 

1300 I Street 

Sacramento CA 95814 


Attn, Dawn McFarland, Initiative Coordinator 

I hereby request that the Attorney General prepare a title and sununary of the 
attached proposed statewide ballot measure, "The Costa-Matteoli Pension 
Solvency Act". Enclosed you will find a check for $200. 

Thank you, 

Edward J (Ted) osta, 

Peoples Advocate Inc. 


3407 Arden Way Sacramento, CA 95825 (916) 482-6175 FAX: (916) 482-2045 
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PENSION SOLVENCY ACT 

Section I. 	TillS INITATIVE MAYBE KNOWN AND CITED AS THE COSTA­
MATTEOLl PENSION SOLVENCY ACT AND/OR THE PENSION 
SOLVENCY ACT 

[FINDINGS AND DECLARATlONS] 

Section 2. 	 The People OfTbe State Of Cal ifo rnia Do Find And Declare: 

WHEREAS, Cal ifornia publ ic retirement systems are severely underfunded and otherwise 
inso lvent and unsustainable to provide members the ir pensions; and 

WHEREAS, the: California Governor and State Legislature are refusing to be diligent and are 
refusing to enact and implement any effective and efficacious policy and/or legislation that 
w ill make publ ic retirement system(s) trust fund(s) solvent and sustainable; and 

WHEREAS, approximately eighty percent (80%) of all current California public pension 
payments are paid out to twenty percent (20%) of recipients, and over 80% of current 
California public pensions are less than $50,000; and 

WHEREAS, final annual compensations of over $100,000 are becoming commonplace; and 

WHEREAS, a few public employees have manipulated and other public employees are 
manipulating their pensions to receive a final annual compensation above $200,000; and 

WHEREAS, the few people receiv ing exorbitant pensions should bare their fair share of 
returning the publ ic retirement systems back to solvency and to sustainability; and 

WHEREAS, medical costs are increasing faster than the average cost of living increases; and 

WHEREAS, the people of California concur with the 2011 EI Dorado County Grand Jury 
findings pertaining to public pensions paid to firemen; and 

WHEREAS, the California Governor and the California State Legislature have not been 
diligent, for the past nine (9) years, in stopping corruption in the management and operations 
of Cal PERS and of some municipalities, Districts, and Boards thus causing public retirement 
trust funds to become insolvent and un~sustainable; and 

WHEREAS, some public agency elected offic ials and administrators may have, over the past 
nine (9) years, fraudulently enacted and implemented policies and procedures that allow 
themselves, family , fr iends, and fell ow coworkers, past, present, andlor futu re, to receive 
exorbitant pensions thus causing trust funds to become insolvent and un-sustainable; and 

WHEREAS, California taxpayers,who do not have pensions themselves are being forced to 
pay for these exorbitant pensions to keep the public retirement pension trust funds solvent 
and sustainable; and . 
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WHEREAS, California taxpayers are prohibited and otherwise discriminated against having 
equal opportunity to partake in and enjoy the benefits of a properly managed, solvent, and 
sustainable California governmental Defined Benefit Program that is currently only provided 
to a limited group of California citizens; and 

WHEREAS, the California State Constitution allows the people of the State of California to 
use the initiative process; and 

WHEREAS, the Ca liforn ia Declaration of Rights states, "All po litical power is inherent in 
the people", and that, "They have the right to alter aT.reform it whenever the pub lic may 
require it"; and 

WHEREAS, the traditional American philosophy of constitutional limited government M 

limited fo r liberty - is being placed in serious jeopardy by a dysfunctional Executive Branch 
and a dysfunctional Legislative Branch of government who are using uncontrollable taxing 
authorities to build powerful bureaucracies that are not accountable to the people . 

.[PURPOSE OF lNITIATIVE] 

Section 3. The People Enact This Inhiative For The' Following Purposes. 

I 

A. 	To insure that California public retirement systems remain solvent and sustainable for 
current recipients and future generations. 

B. 	 To require public agencies to provide solvent and sustainable public retirement systems 
within taxpayer's means. 

C. 	 To provide a mechanism to reduce some health care costs; yet, also mitigate restrictions 
on receiving retirement health care benefits brought about by the Pension Solvency Act. 

D. 	 To require public agencies to pay their obligations to public retirement trust funds at all 
times in order to ensure trust funds remain solvent and sustainable. 

E. 	 To not generate and provide exorbitant public pensions that will , in part, cause city or 
county governments or special Districts (such as Fi re Districts) to become bankrupt. 

F. 	 To provide Cal ifornia taxpayers the opportunity to receive a non·discriminatory 
retirement program in that: while California taxpayers pay for public employee defined 
benefit program.pensions, and in so doing keep publ ic trust funds solvent and sustainable, 
the California taxpayer, both employer and employee, shall also have equal opportunity 
to participate in and enjoy the benefits of a solvent and sustainable California 
governmental defined benefit pension program. 

G. 	 To stop publ ic agencies from fraudulently and illegally, in the past, present, and future, 
providing exorbitanl pensions !.hat result in public retirement trust funds to become 
insolvent and unsustainable. 
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H. 	To eliminate fraudulent and other il legal practices, procedures, and programs which 
cause public trust funds to become insolvent and unsustainable. 

L 	 To aid public retirement trust funds regain solvency and sustainabi liry by recovering 
fund s lost to fraud and other crimes. 

1. 	 To insure that the reserve powers of the people will remain dominate over the out of 
control authority of the California Governor and California State Legislature. 

K. 	 To insure a free and open society where governmental entities and agencies get their 
authority from the consent of the governed. 

[TEXT] 

Section 4. The California Pension Solvency Act 

A. 	 Non-Modification. 
The Pension Solvency Act, total or in part, shall not be altered, rewritten, or modified any 
way whatsoever by contract, memorandum of understand, or any other agreement. 

B. 	 Mandatory Inclusion. 
I. 	 The Pension Solvency Act shall become effective upon its approval by the voters. 
2. 	 Upon voter approval of the Pension Solvency Act, all California public agency 

pension plans shall be administered in accordance with the provisions ofthe Pension 
Solvency Act. 

3. 	 The public agency's public retirement trust fund(s) shaH remain in the Pension 
Solvency Act for a min imum of two (2) years. 

C. 	 Defin itions 
1. 	 "Base pay" means an employee's amount of compensation, excluding extra lump sum 

com pensation . An employee's base pay is ex.pressed as an annual salary. 
2. 	 "Annual Final Compensation" means the annual pension salary. 
3. 	 "Member" means any active employee, inactive employee, or an employee retired 

from any public agency and includes any beneficiary (example: deceased member's 
wife who receives a final compensation) or legal representative of said member. 

4. 	 "Public agency" means the state or a county, city, eity and county, district. school 
district, authority, university, or any public or municipal corporation, political 
subdivision, or other public agency of the state, or any department, divi sion, bureau, 
board, commission, agency, or instrumentality of these entities. 

5. 	 "Public retirement system" means all state and local public retirement systems, 
including, but not limited to, the Public Employees' Retirement System (Cal PERS), 
the State Teachers' Retirement System, the Judges' Retirement System II, the 
Legislators' Retirement System, the University of California Retirement System, and 
county and distri ct retirement systems created pursuant to the County Employees 
Retirement Law of 1937. 
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6. 	 "Solvent" means the ability to pay all that a public agency's retirement system owes. 
7. 	 "Sustainable" means to continue to be able to pay all that a public agency's retirement 

trust fund owes. 

D. 	 Pension Spiking While Under The Pension Solvency Act. 
I. 	 Only a retired member's 'base pay' shall be used as the'Annua! Final Compensation' 

and be used to determine his or her 'Adjusted Annual Final Compensation' pursuant 
to Appendices A, B, and C. 

2. 	 No other compensation such as bonuses, accrued overtime, accrued vacation, accrued 
sick leave. medical benefits, or uniform allowance shall be added onto a retired 
member's 'base pay' to est~bJish the 'Annual Fin'al Compensation' used to calculate 
the 'Adjusted Annual Final Compensation'. 

3. 	 lffor any reason a public agency is mandated by a court or regulatory agency to 
calculate benefits us ing other than 'base pay' adjusted pursuant to D.2. above, then 
said mandated public agency shall not fund that benefit until their public retirement 
system trust fund has become 'solvent' pursuant to 'M' below and the trust fund has 
opted out of the Pension Solvency Act pursuant to '0' below. Furthennore, 
payments to pay said benefit(s) shall not be retroactive. 

E. 	 Diet Cost of Liv ing Allowance (Diet-COLA) 
1. 	 For each year a public retirement system is less than ninety-seven percent (97%) 

funded, a Diet-COLA shall be imposed equal to fifty percent (50%) of any COLA. 
2. 	 The full one hundred percent (100%) COLA shall be used in the calculation that 

determines if the public retirement system trust fund is one hundred percent (100%) 
funded. 

F. 	 Methods of Computations. 
I. 	 Upon voter approval of the Pension Solvency Act, pu~lic retirement systems in 

Ca lifornia shall calculate benefits earned that year using the base salary earned that 
year times the plans accrua l rate and notify each employee of the estimated projected 
benefits that he/she have earned at retirement age. 

2. 	 Each year thereafter, each pu.blic retirement system shall calculate benefits earned 
that year by each active member and notify each active member of the estimated 
projected final compensation that he/she wiU receive at retirement age. 

3. 	 No retroactive benefits shal l be calculated or otherwise accrued. 

G. 	Solvency Funding Adjustment. 
I. 	 Upon voter approval of the Pension Solvency Act, every public retirement system 

trust fund 's Annual Final Compensation shall be subject to the First Year Solvency 
Funding Adjustment Index, as presented in Appendix A. 

2. 	 The First, Third, and Fifth Year Pension Funding Adjustment Indices' 'Annual Final 
Compensation' shall be adjusted annually pursuant to a Cal PERS COLA. 

3. 	 The 'Accrued Adjustment' shall be automatically withheld from each retired 

member's'Annual Final Compensation' whether the receiver is a resident of 

California or not. 
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4. 	 All withheld adjustments shall remain in the public retirement trust fund from which 
they originated. 

5. 	 All So lvency Funding Adjustment Index Tables shall be applied on a fiscal year 
basis. 

H. 	 Pension System Separateness. 
1. 	 Each California public agency that is contracted with a public retirement system shall 

have their trust fund be considered funded or unfunded separate and distinct from any 
andlor all other Cal ifornia public retirement system(s) trust fund. 

2. 	 Comingling or pooling of any public retirement system trust fund. in total or in part, 
is proh ib ited. 

3. 	 Upon a public agency entering into the Pension Solvency Act, said public agency's 
public retirement system trust fund shall be extracted in total from any comingled or 
poo led fund and returned to said separate trust fund. 

4. 	 Upon a public agency entering into the Pension Solvency Act, all separate retirement 
trust funds within a publ ic agency: 
a. Shall cease being comingled and/or pooled, 

b~ Shall be extracted in total from any comingled or pooled fund, and 

c. 	 Shall be returned to each separate fund and be managed independently. 

5. 	 The definition and determination of what constitutes a public retirement system trust 
fund shall be that definition and determination upon passage of the Pension Solvency 
Act and shall not be redefined or modified in any way or manner whatsoever. 

1. 	 Mortality Rate For Active Members 
1. 	 Accruals for active members shall be indexed in accordance with most recent 


mortality rate. 

2. 	 The most recent mortality rate shall be calculated and considered current on a fiscal 

year basis, no more and no less. 
3. 	 The most recent mortality rate shall be calculated on 1 June of each year, and said 

calculated most recent mortality rate shall be applicable throughout the fo llowing 
fiscal year. 

1. 	 Retirement Age For Active Members And Inactive Members 
Whi le the Pension Solvency Act covers a Californ ia public agency's public retirement 
system, the minimum retirement age, from the date of implementation of the Pension 
Solvency Act through to the end of implementation, shaH be fifty-nine and a half (59-1/2) 
years of age. 

K. 	 Medica l Coverage Cost Reduction And Mitigation 
I . 	 Cal PERS medical providers may contract med ical services to other medical 

providers throughout the United States and United States Territories to provide 
medical coverage to Cal PERS active and retired members and their plan dependents 
when said members are not in California. 

2. 	 Cal PERS medica! providers may contract medical services to private foreign medical 
providers and other US or foreign government medical providers throughout the 
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world to provide medical coverage to Cal PERS active and retired members and their 
plan dependents when said members arc not in California. 

3. 	 Example to K. J. and K.2: A Cal PERS medical provider may contract with the United 
States Arm Forces to provide medical coverage to Cal PERS active and retired 
members and their dependents whi le traveling or living outside California or outside 
the United States. 

4. 	 During the implementation of the Pension Solvency Act. any active member, who 
ceases employment and does not retire from the public agency's public retirement 
system, and any inactive member shall be eligible to retire w ith medical benefits upon 
retirement, even after the agency's public retirement trust fund has been taken out of 
the Pension Solvency Act. 

L 	 Fiscal Savings And Limitations From Pension Solvency Act 
Sav ings generated by the Pension Solvency Act shall remain in the public agency's 
public reti rement system trust fund from wh ich it was generated. No pension funds, 
including sav ings from the Pension Solvency Act, may be taken from any trust fund for 
any purpose other than the purpose of said trust fund . 

M. 	Solvency Determination 
I. 	 A trust fund shall be considered 'solvent' when said trust fund is fully funded at one 

hundred percent (100%) and can remain solvent for three (3) years. 
2. 	 The trust fund ' s adm inistrator shall conduct an annual so lvency audit on all its public 

agency public retirement system trust funds when said trust funds are not included in 
the Pension Solvency Act. . 

3. 	 The trust fund's administer shall conduct annual so lvency audits whenever the trust 
fund's funding level fa lls below one hundred percent (100%) and is unsusta inable for 
a three (3) year period. 

4. 	 Immediate ly upon the trust fund's administrator'S determination that a trust fund is 
inso lvent (less than one hundred percent (100%) funded and unsustainable for the 
following three (3) years), then the California State Comptroller shall audit said trust 
fund to confirm insolvency. Upon inso lvency confirmation by the California State 
Comptroller, the trust fund administrator shall notify all members of the trust fund 
that their trust fund is insolvent and wi ll be placed under the Pension Solvency Act. 

5. 	 If a [rust fund administrator refuses to allow the California State Comptroller to aud it 
a trust fund, then the California State Comp[rolJer shall confiscate all subject trust 
fund records, including email s of trust fund board members, administrators, and 
investors, conduct its confirmation aud it for solvency and sustainability, and refer all 
discrepancies and perceived crimes to the California Attorney General's office for 
investigation and prosecution. 

6. 	 All trust fund board members, administrators, and investors and their subordinates 
and legal staff shall not delete or destroy any correspondence whatsoever, includ ing 
emai!s; nor shall they direct any rank and file employee to do so. 

7. 	 A trust fund shall not receive more than one audit by the trust fund Administrator in 
anyone fi scal year and shall not receive more than one confirmation audit by the 
State Comptroll er's Office in anyone fisca l year. The trust fund Admini strator's 
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audit shall not be considered final until after the State Comptroller's confirmation 
audit is final. 

8. 	 The trust fund's administrator shall be paid out of the trust fund for all work pursuant 
to solvency determination of said public agency's public retirement system trust fund. 

9. 	 The trust fund's administrator shall not contract out any and all tasks or services 
pursuant to the solvency determination of a public agency's public retirement system 
trust fund. 

10. The trust fund's administrator shall pay the State Comptroller fifty percent (50%) of 
the cost for the State Comptroller's confirmation audit. 

N. Mandatory Re-Inclusion 
1. 	 Whenever the California State Comptroller confirms or determines independently that 

a public agency's public retirement system trust fund is not 'solvent', then said trust 
fund shall be immediately re-included into and be covered by the Pension Solvency 
Act. This confirmation or determination may occur any time during a fiscal year. 

2. 	 The public agency's public retirement system trust fund shall remain re-included in 
the Pension Solvency Act pursuant to '0' below. 

3. 	 After re-inclusion, members of the public agency's public retirement trust fund may 
choose, pursuant to '0' below, to remain under the Pension Solvency Act when their 
trust fund becomes ·solvent' . 

O. 	 Opting Out Of The Pension Solvency Act 
I. 	 Once the pension trust fund Administrator determines a trust fund to be 'solvent', the 

California State Comptroller shall confirm the determination that the pension trust 
fund is 'solvent' . The pension system may then be taken out of the Pension Solvency 
Act pursuant to 0.2. through 0.8. below. 

2. 	 Active, inactive, and retired members of said trust fund shall vote to opt out of the 
Pension Solvency Act. 

3. 	 The trust fund administrator shall give active, inactive, and retired members in said 
trust fund a vote to remain in the Pension Solvency Act or opt out of the Pension 
Solvency Act. 

4. 	 Fifty percent (50%) plus one will determine the vote. 
5. 	 Such vote shall be offered on a two-year cycle. 
6. 	 Only the trust fund administrator shall administer the vote. The administration ofthe 

vote shall not be contracted out. 
7 . 	 Only members ofthe trust fund (or member beneficiary (example: wife of a deceased 

member) or a member's legal guardian) shall have the right to vote with a one 
member-one vote limitation. 

8. 	 The trust fund shall pay the trust fund administrator for the cost of the vote. 

P. 	 Re-Indexing 
1. 	 Widows, widowers, and orphans shall be exempt from Re-Indexing. 
2. 	 During the time when a public agency's public retirement system trust fund is 

covered by the Pension Solvency Act and said trust fund's liability continues to 
increase, then the First Year Solvency Funding Adjustment Index shall be re-indexed 
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to withhold additional funds to bring said fund into solvency pursuant to the Th ird 
Fiscal Year Solvency Funding Adjustment Index, as presented in Appeodix B. 

3. 	 During the time when the public agency's public retirement system trust fund is 
covered by the Third Fiscal Year Solvency Funding Adjustment Index and said trust 
fund's liability continues to increase, then the Th ird Year Solvency Funding 
Adjustment Index shall be re-indexed to withhold additional funds to bring said fund 
into solvency pu rsuant to the Fifth Vear Solvency Funding Adjustment Jndex, as 
presented in Appendix C. 

4. 	 For the Fifth Fisca l Year Solvency Funding Adjustment Index the base salary shall 
include all current public salary as well as all public pens ions, including, but not 
limited to, Federal pension; Social Security Pension; Military Pension; any State's 
Pension; any US Territory pension; any California, other State, andlor US Territory 
local pension. These incomes shall be added to the Annual Retirement Income in the 
Fifth FiscarYear Solvency Funding Adjustment Index. 

5. 	 Upon a public retirement system trust fund becoming 'solvent', the First Year 
So lvency Funding Adjustment Index shall be put back into effect and remain in effect 
until the fund is opted out of the Pension Solvency Act pursuant to '0' above or is re
indexed. 

6. 	 If a pub lic retirement trust fund remains under the First Year Solvency Funding 
Adj ustment Index and the pension fund again becomes insolvent (unsustainable for 
thrce (3) years at one hundred percent (I 00%) funded), then the agency's public 
retirement system trust fund shall be re-indexed to withhold additional funds pursuant 
to P.2. and then to P.3 . above if necessary. 

Q. 	 Public Agency's Mandatory Payment Of Annual Obligations 
1. 	 All public agencies shall at all times (except pursuant to Q.2. below) pay the full 

amount of their required annual obligations into their public pension trust fund(s), 
even when a trust fund is not in the Pension Solvency Act and even when a trust fund, 
that is in the Pension Solvency Act, is greater than one hundred percent (I 00%) 
solvent and sustainable for three (3) years. Annual obli gations shall be based on the 
'Annual Final Compensation' when the trust fund is not subject to the Pension 
Solvency Act, even if the trust fund is in the Pension Solvency Act. 

2. 	 If trust fund members choose to have the ir trust fund remain in the Pension Solvency 
Act and their trust fund becomes one hundred and five percent (105%) funded, then 
the public agency at its discretion may readjust downward their annual obligation 
payment into the trust fund to no less than an amount that will retain the trust fund at 
one hundred percent (100%) funded and sustainable for three (3) years. 

R. 	 Excluding Californ ia Supreme Court Judges' Conflict ofInterest 
Judges of the California State Supreme Court who hear matters pertaining to the Pension 
Solvency Act, shall have their personal pensions be exempt from the Pension Solvency 
Act. 

S. 	 Investigation of Fraud and Abuse Causing Insolvency And Un~Sustainability 
1. 	 Within 30 days of voter passage of the Pension Solvency Act, the California State 

Attorney General shall request the Federal Prosecutor, in San Francisco's Federal 
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Prosecutor's office, to investigate all Cal PERS Board of Directors. Cal PERS 
executives, and Cal PERS top level management & investors (who have held such 
positions for the past nine (9) years) for, but not limited to, fraud, conspiracy to 
commit fraud, ex.tortion, fraud under color of official right, extortion under color of 
officia l right, bribery, mai l fraud, banking fraud, wire fraud, interstate transportation 
of sto len property, injury to second and third-party victims, Racketeer Influenced and 
Corrupt Organizations (RICO) Act violations, conspiracy to violate RICO, and cover­
up of such crimes that may have occu rred over the prev ious nine (9) years prior to 
passage of the Pension Solvency Act. 

2. 	 Within 30 days of voter passage of the Pension Solvency Act, The California State 
Attorney General shall request the Federal Prosecutor, in San Francisco's Federal 
Prosec utor's office, to investigate any retired public employee who rece ives more 
than two hundred fifty thousand dollars ($250,000) Annual Final Compensation and, 
if said employee was an employee of a District or Board (example: a Fire District), to 
investigate the employee, the District's or Board's elected officials, and upper 
management fo r, but not limited to, fraud, conspiracy to commit fraud, extortion, 
extortion under co lor of offic ial right, fraud under color of offici al right, bribery, mail 
fraud, banking fraud, wire fraud , interstate transportation of stolen property, injury to 
second and third-party victims, Racketeer Influenced and Corrupt Organ izations 
(RICO) Act violations, conspiracy to violate RlCO, and cover-up of such crimes that 
may have occurred over the previous nine (9) years prior to passage of the Pension 
Solvency Act. 

3. 	 Upon conviction of any crime in violation of S.l and S.2 above prosecuted by the 
Federal Prosecutor, the Cal PERS Director, Cal PERS executive, Cal PERS top level 
manager or investor, any retiree making over two hundred fifty thousand dollars 
($250,000) Annual Final Compensation, andlor District's or Board's elected official 
and upper level manager (and/o r all beneficiaries) shall forfeit all Cal PERS or 
subject trust fund retirement andlor retirement contributions as the court dictates, pay 
back all forfeit monies to Cal PERS or subject trust fund, and be liable to Cal PERS 
or said trust fund's Admini strator (essential ly taxpayers) for the amount of one 
million ($1 ,000,000) dollars in penalties to be paid into the subject trust fund. 

T. 	 Current And Future California Public Agency Employees And Appointees 
I. 	 Upon voter passage of the Pension Solvency Act, all new and all reinstated public 

agency employees and any politically appointed ind ividual shall have an annual 'base 
pay' cap of $100,000 that is applicable to withholding fo r and to calculation of 
'Annual Final Compensation'. For purposes of calculating pens ions, a 'base pay ' 
ce iling of no higher than $100,000 shall be used. 

2. 	 The $1 00,000 'base pay ' cap shall be subject to annual COLAs. 
3. 	 Upon voter approval of the Pension Solvency Act, all new public agency employee 

contracts shall have no other compensation such as bonuses, accrued overtime, 
accrued vacation, accrued sick leave, medical benefits, or uniform allowance added 
onto 'base pay'. Said other compensation shall not be used when calculating' Annual 
Fi nal Compensation'. 

4. 	 Any public agency employee contract, found by a Superior Court to be in violation of 
the Pension Solvency Act, shall be considered un-severable and in total null and void; 
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and, the respective bargaining unit shall reenter collective bargaining to obtain a new 
contract. 

U. 	 Equal Opportunity Requi rement Of The Pension Solvency Act 
1. 	 The California State Legislature shall create the California Separate Private 

Employees Retirement System (Cal SPERS) that mirrors the California Public 
Employees Retirement System (Cal PERS) with the following requirements. 
s. Cal PERS shall be the Administrator of all Cal SPERS trust funds. 
b. Ca l SPERS shall be a separate subsidiary of Cal PERS. 
c. Cal SPERS shall be a defined benefit program. 
d. Cal SPERS trust funds shall remain separate from all public pension trust fu'nds 

and comply with item H. above. 
e. All Cal SPERS tmst fund s shall accrue pursuant to two percent (2%) at sixty· 

three (63). 
f. Cal SPERS 'annual final compensation to salaried members' shall mean the 

highest average annual compensation earned by the salaried member during the 
consecutive 60·month (S year) period immediately preceding his or her retirement 
or last separation from state service if earlier, or dudng any other period of 60 
consecutive months during his or her public retirement system membership that 
the member designates on the application for retirement. 

g. Cal SPERS.'annual final compensation to non·salaried members' shall be 
factored on the average of all yearly payments into Cal SPERS. 

h. Base Pay Limitations to Cal SPERS participation. 
1) The Cal SPERS 'employee contribution for salaried members' shall be 

calculated on the salaried member's annual taxable 'base pay' limited to one 
hundred thousand do llars ($100,000). 

2) The Cal SPERS 'employee contribution for non-salaried members' and for 
business owners shall be calculated on the non-salaried member's personal 
annual taxable income limited to one hundred fifty thousand dollars 
($150,000). 

3) Both base pay limits in I) and 2) directly above shall be adjusted pursuant to 
the Cal PERS COLAs calculation process; however, said adjustment shall be 
made once every ten (10) years, no more or no less. Adjustments shall not be 
retroactive. 

l. A buy-in of up to five (5) years ofU. S. Military Credit shall be available to Cal 
SPERS vested members. 

J. 	 All cond itions to be vested in Cal PERS shall apply to becoming vested in Cal 
SPERS. 

k. 	 Cal SPERS minimum retirement age shall be fifty-nine and a half (59-Y2) years of 
age. 

m. 	 Cal SPERS COLAs for 'Annual Final Compensation' shall be the same as Cal 
PERS COLAs. 

n. 	 Only members (a nd member beneficiaries) who have paid into Cal SPERS may 
draw a Cal SPERS benefit. 

o. 	 Cal PERS health care options sha ll be availab le, at the Private Agency's/ 
employer's option, to Cal SPERS members and their dependents. 
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p. 	 An employee is eligible to join Cal SPERS if helshe works 20 hours or greater per 
week. 

q. 	 An employee and his/her dependents are eligible to join a Cal SPERS medical 
program if the employee works 20 hours or greater per week. 

r. 	 Only United States citizens and individuals legally residing and legally working 
in the United States may be eligible to be a Cal SPERS member. A California 
Drivers license or any other state drivers license by itself does not constitute 
standing to join Cal SPERS. 

s. 	 The Pension Solvency Act provides California businesses and non-profit entities 
the option, at their choice, to provide a defined benefit annuity retirement program 
to their employees, managers. administrators, and owners under Cal SPERS. 

t. 	 No pension funds, including savings from the Pension Solvency Act, may be 
taken from any Cal SPERS trust fund for any purpose other than the trust fund 
purposes. 

u. 	 Cal SPERS shall not establish nor manage 40 l(k) andlor 457 benefit programs. 
v. 	 Cal SPERS shall nO[ contract out 401(k) andlor 457 benefit programs. 
w. 	Cal SPERS may provide Deferred Compensation programs. 
x. 	 Any Cal SPERS Employer may provide 401 (k) and 457 benefit programs separate 

from Ca l SPERS to their employees. 
y. 	 Cal PERS shall establish Cal SPERS upon voter passage of the Pens ion So!yency 

Act, and Cal SPERS shall be fully implemented and fully functional no later than 
365 days after voter approval of the Pens ion Solvency Act. 

2. 	 Upon approval of the Pension Solvency Act, all public agency defined benefit 
pension programs shall remain defined benefit pension programs, including the 
California Public Employees Retirement System (Cal PERS). 

3. 	 The Cal ifornia Pubic Employees Retirement System (Cal PERS) shall cease 
providing and managing 401(k) and 457 benefit program s for all Cal PERS active, 
inactive, and retired members. 
a. Implementation shall be a three~year phase-out period where existing Cal PERS 

members' 401 (k) and 457 accounts shall bc transferred to private investment 
programs. 

b. 	 The first year of the three-year phase-out period shall consist of Cal PERS 

establishing the phase out procedures. 


c. 	 The second two years of the three-year phase-out period shall consist of Cal 
PERS active, inactive, and retired members choosing a private investment 
program or more than one private investment program and transferring their 
401(k) and 457 accounts. 

d. 	 After the three-year phase out period, Cal PERS shall not reestablish 40 l(k) or 
457 benefit programs. 

e. 	 Cal PERS may continue to prov ide private investment training programs for 
active, inactive, and retired members. 

f. 	 The California Public Employees Retirement System (Cal PERS) may continue to 
provide Deferred Compensation Programs. 

g. 	 This paragraph (paragraph V.3.) shall take effect and be implemented by Cal 
PERS no later than the 365tb day following voter approval of the Pension 
Solvency Act. 
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Section S. Conflicting Interpretations - Penalties 

A. 	 In the event that another measure ("competing measure") appears on the same ballot as 
this Act that seeks to adopt or impose provisions or requirements that differ in any regard 
to, or supplement, the provisions or requirements contained in this Act, the voters hereby 
expressly declare their intent that if both the competing measure and this Act receive a 
majority of votes cast, and if this Act receives a greater number ofvotes than the 
competing measure, this Act shall prevail in its entirety over the competing measure 
without regard to whether spec ific provisions of each measure directly conflict with each 
other. 

B. 	 In the event that both the competing measure and this Act receive a majority of votes 
cast, and the competing measure receives a greater number of votes than this Act, this 
Act shall be deemed complementary to the competing measure. To this end, and to the 
maximum extent permitted by law, the provisions of this Act shall be fully adopted 
except to the extent that specific provisions contained in each measure are deemed to be 
in direct conflict with each other on a "provision~by~provis ion" basis. 

c. This initiative is intended to be comprehensive. It is the intent of the People that in the 
cvent that this initiative and another initiative relating to the same subjcct appear on the 
same statewide election ballot, the provisions of the other initiative or initiatives are 
deemed to be in conflict with this initiative. In the event this initiative shall receive the 
greater number of affirmative votes, the provisions of this initiative shall prevail in their 
entirety, and all provisions of the other initiative or initiatives shall be null and void. 

D. 	If this initiative is approved by voters but superseded by law or by any other conflicting 
ballot initiative approved by the voters at the same e lection , and the conflicting law or 
ballot initiative is later held invalid, this initiative shall be self-executing and given full 
force of law. 

Section 6. Severability 

If any prov ision of the Pension Solvency Act or the application of any such provision to any 
person or circumstance shall be held invalid, the remainder of the Pension Solvency Act, to 
the extent it can be given effect or the application of such provision to persons or 
circumstances other than those as to which it is held invalid, shall not be affected thereby, 
and to this end the provisions of the Pension Solvcncy Act are severable. 

Coauthor CQauthor 
Edward J. "Ted" Costa. CEO Robert 1. Matteoli 
People's Advocate, Inc. 
3407 Arden Way 
Sacramento, CA 95825 
(916) 482·6175 
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APPENDIX A: FIRST YEAR SOL vENey FUNDING ADJUSTMENT INDEX 

FIRST YEAR SOLVENCY FIJNOlNG AOruSTMENT INDEX 

Annual Final % Adjustment per Monetary Accrued Adjusted Annual Finel 
Compensation Increment Adjustment per Adjustment Compensation 

Increment 

95% Continuous $4,750 

$J50,OOO $107,250 


90% $4,500 S42,750 


$145,000 5106,750 


85% $4,250 $38,
 250 

$140,000 5106,000 

80% $4,000 534,000 

5135,000 S105,OOO 

75% $3,7.50 $30,000 


SI30,ooo $ 103,750 


100A. 53,500 526,250 


$125,000 $102,250 


65% $3,250 
 522,750 

$120,000 $100,500 


60% $3,000 519,500 


$115,000 598,500 

SS'Yo $2,750 $]6,500 

$110,000 596,250 

50% 52,500 $13,750 

S105,000 593,750 

45% $2,250 $11 ,250 

$100,000 591,000 
40% $2,000 S 9,000 

595,000 588,000 

JS% $1 ,750 $7,000 

S9{l,OOO 584,750 

30"/0 $1,500 S5,250 

585,000 $8 1,250 

25% Sl,2SO S 3,750 

180,000 $77,500 

20% $1,000 $ 2,500 

$75,000 $73,500 


15% $ 750 $ I,SOO 


$70,000 S69,250 


10% ISOO S 
 7" 
165,000 164,750 


S% S 250 S 250 


S
 6O,000 
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APPENClX B: THIRD YEAR SOLVENCY FUNDING ADJUSTMENT INDEX 

THTRD YEAR SOLVENey FUNDING ADJUSTMENT INDEX 

Annual Final % Adjustment per Monetary Accrued Adjusted Annual Final 
Compensation Increment Adjustment per AdjllSUnent Compensation 

Increment 

95% Continuous $4,750 
$145,000 $102,2!i0 

90"/0 $4,500 $42.750 

$140,000 $ 10 1,750 

SS% $4,250 $38,250 

$135,000 $10 1,000 
80% $4,000 $34,000 

5130,000 5100,000 
75% $3,750 $30,000 

$125,000 598,750 
70% $3,500 $16 ,250 

$120,000 597,250 

65% 53,250 $22,750 

$11 5,000 $95,!l00 

60% $3,000 $19,500 

$110,000 5,93,500 

55% 52,750 $16,500 

$105,000 $91,250 

'0% 52,500 513,750 

SIOO,OOO $88,750 

45% $2,250 $ 11 ,250 

595,000 586,000 

40% $2,000 S 9,000 

$90,000 S83,000 

35% $1 ,750 :Ii 7,000 

585,000 $79,750 

30% $ 1,500 :Ii 5,250 

$80,000 $76,250 

25% $1,250 $ 3,750 

$75,000 572,500 

20% $1,000 S 2,500 

$70,000 $68,500 

15% $ 750 S ],500 

S65,000 564,250 

10% 1500 $ 7>0 

$60,000 $59,750 
,% S 250 I 25' 

$55,000 
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APPENDIX C: FIFTH YEAR SOLVENey FUNDING ADJUSTMENT INDEX 


FIFTH YEAR SOLVENCY FUNDING ADJUSTMENT INDEX 

Annual Final % Adjustment per Mone\tll)' Accrued Adjusted Annual Final 
Compensation Increment Adjustment per Adjustment CompellS&tion 

Incremel'lI 

95% Continuous 14,750 
$140,000 597,250 

90% $4,300 $42,750 

$135,000 596,7.50 

8Wo $4,250 $3&,2.50 

$130,000 $96,000 
80% $4,000 534,000 

$125,000 595,000 
75% 53,750 $30,000 

$120,000 593,750 

70% $3,500 526,250 

5115,000 $92,250 

65% 53,250 $22,750 

$110,000 590,500 

60% $3,000 $19,500 

$[05,000 $88,500 

55% $2,750 S16,5OO 

$100,000 S86,250 

,,% $1,500 $13,750 

595,000 $83,750 

,,% $2,250 SI1,250 

590,000 581,000 

40% $2,000 S 9,000 

$85,000 578,000 

35% $1,7.50 S1,000 

SSO,OOO $74, 750 

30% 11,500 S 5,250 
$75,000 571,.250 

25% $1 ,2.50 S 3,750 

$70,000 567.'00 

20% $1,000 S 2,500 

$65,000 $63,500 

15% $ 750 S 1,500 

$60,000 $59,250 

10% S 500 S 750 

$55,000 S54,7 50 

S% S 250 S 250 

$50,000 
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