
BOARD OF INVESTMENTS 
SECURITIES LITIGATION POLICY 

PURPOSE 

The Board of Investments adopts this policy to establish procedures and guidelines for 
monitoring and participating in securities class actions as appropriate to protect LACERA’s 
interests.  For purposes of this policy, a securities class action includes, but is not limited to, 
an action alleging claims under state and/or federal securities and antitrust laws and 
regulations, as well as similar claims arising under the laws and/or regulations of foreign 
jurisdictions.   

PRINCIPLES 

As a large institutional shareholder, LACERA is frequently a class member in securities 
class actions that seek to recover damages resulting from alleged wrongful acts or 
omissions of others.   

The enactment by Congress of the Private Securities Litigation Reform Act (“PSLRA”) in 
1995 allows institutional investors and other large shareholders to seek appointment as lead 
or named plaintiff in a securities class action pending within the United States under U.S. 
federal securities laws.  The lead or named plaintiff in a securities class action gains the 
right to supervise and control, or assist in the supervision or control, of the prosecution of 
such case. 

Since enactment of the PSLRA, it has been demonstrated that active participation in a 
securities class action by large, sophisticated shareholders, particularly institutional 
shareholders, has resulted in lower attorney’s fees and significantly larger recoveries on 
behalf of shareholders.  The United States Securities and Exchange Commission and 
leaders in the legal community have commented that the governing board of a public 
pension system has a fiduciary duty to monitor securities class actions in which the system 
has an interest, and to participate as lead plaintiff where such participation is likely to 
enhance the recovery by members of the class. 

In 2010, the United States Supreme Court in Morrison v. National Australia Bank 
(“Morrison”) held that certain investor losses stemming from corporate wrongdoing cannot 
be pursued under federal securities laws.  Specifically, the Supreme Court held that 
investors cannot bring or participate in a U.S. securities class action if their claims are 
based on securities they purchased outside the United States. As a result, investors must 
now identify and evaluate foreign securities actions in order to fully protect their interests, 
including the right to participate in such actions and share in any recovery.  

STATEMENT OF FUNCTIONS AND RESPONSIBILITIES 

1. Review of Class Action Filings

The Legal Office shall identify and evaluate securities class actions, brought or pending 
within the United States and in foreign jurisdictions, in which LACERA may have recognized 
losses.  In this connection, the Legal Office may retain a vendor specializing in identifying 
and analyzing securities cases to perform this function, and to report its findings to the 



Legal Office on a timely basis.  The Legal Office may also select and retain one or more 
private law firms to identify and evaluate class action filings and, if the firm determines that 
LACERA’s estimated loss meets the thresholds for Active Participation set forth below in 
Section 3(b), to report its findings to the Legal Office with a recommendation as to whether 
the case would be meritorious and worthy of further investigation or Active Participation by 
LACERA.  

2. Active Case Monitoring

The Legal Office shall actively monitor each case in which the Legal Office has determined 
the case has merit and LACERA’s estimated loss is $2 million or more.  Active monitoring 
may include participation by the Legal Office in significant motions and in settlement 
discussions when permitted by the parties or the court.  

3. Active Participation

The Legal Office shall recommend to the Board of Investments that LACERA take an active 
role in a securities class action beyond monitoring, which may include, but is not limited to, 
seeking appointment as a lead or named plaintiff, or opting out of the class action and 
pursuing an individual action, in cases where:   

(a) the Legal Office, after consulting with outside counsel, has determined the case
has merit and the best interests of LACERA will be served by taking such action,
and;

(b) LACERA’s estimated loss is $2 million or more, or LACERA’s estimated loss
exceeds $1 million and LACERA will join with one or more other public retirement
funds in pursuing such action.

In addition, the Legal Office shall recommend to the Board of Investments that LACERA 
take an active role in a securities class action by filing an amicus curiae (friend-of-the-court) 
brief in those cases where the criteria set forth in Section 3(a) is satisfied. 

Recommendations on whether to take an active role in a securities class action shall be 
submitted for approval, in advance, to the Board of Investments at a regularly-scheduled 
meeting or, where immediate approval is necessary, at a specially-called meeting. 
However, where the Chief Executive Officer determines that immediate approval is required 
in order to preserve LACERA’s rights and/or interests by taking such action, and the matter 
cannot be timely presented for approval at a regularly-scheduled or special meeting of the 
Board, or where a quorum cannot be reached at such meeting, the Chief Executive Officer 
is authorized, after consultation with the Chief Counsel, Chief Investments Officer, and 
Chair of the Board of Investments, to make the decision.  In the event such authority is 
exercised, the Chief Executive Officer shall instruct the Legal Office to concurrently notify 
the Board of Investments, and provide a summary of the action at the next regularly-
scheduled meeting of the Board.  Notwithstanding the foregoing, recommendations on 
whether to commence new litigation, as in the case of opting out of an existing securities 
class action and pursuing an individual action, shall be submitted to the Board of 
Investments for approval. 

For purposes of this policy, a foreign securities action is defined as a lawsuit brought or 
pending outside the United States involving securities purchased on a foreign securities 
exchange by LACERA or on its behalf.  Participation as a class member in a foreign 



securities action, if participation in such foreign action requires registration or other 
affirmative action by LACERA, shall be considered “Active Participation” and shall be 
submitted to the Board of Investments for approval. 
 
4. Asset Recovery 

 
LACERA’s claims filing agent  shall be responsible for filing all proofs of claim, including the 
necessary supporting documents and information, necessary to recover assets in every 
securities class action brought or pending within the United States and in foreign 
jurisdictions in which LACERA has suffered losses.  In this connection, the Legal Office 
shall prepare, and revise as necessary, a retainer agreement and statement of work setting 
forth formalized claims filing procedures for the claims filing agent  to follow, which shall 
include identifying and reviewing all class action settlements, providing timely notice of each 
settlement to LACERA, filing claims correctly and timely on LACERA’s behalf, and providing 
quarterly reports regarding its efforts.  The Legal Office, in consultation with the Financial 
Accounting and Services Division, shall monitor the performance of the claims filing agent in 
that regard.  The claims filing agent  shall submit quarterly reports on the securities litigation 
proceeds recovered, which information shall be shared with the Board. 
 
5. Reports to the Board 
 
The Legal Office shall provide the Board of Investments with annual reports covering its 
responsibilities under this policy.  In addition, the Legal Office shall provide the Board with 
status reports as needed to keep the Board apprised of major developments in cases in 
which LACERA is a party. 
 
6. Retention of Outside Counsel 
 
The Legal Office shall retain one or more private law firms with demonstrated expertise and 
experience in prosecuting securities class actions (the “Securities Litigation Counsel”) to 
advise and/or represent LACERA in securities actions.  All retainer agreements shall be 
negotiated by the Legal Office and submitted for approval, in advance, to the Board of 
Investments at a regularly-scheduled meeting or, where immediate approval is necessary, 
at a specially-called meeting.  However, where it is determined that immediate approval is 
required in order to preserve LACERA’s rights and/or interests by retaining such counsel, 
and the matter cannot be timely presented for approval at a regularly-scheduled or special 
meeting of the Board, or where a quorum cannot be reached at such meeting, the Chief 
Executive Officer is authorized, after consultation with the Chief Counsel, Chief Investments 
Officer, and Chair of the Board of Investments, to make the decision.  In the event such 
authority is exercised, the Chief Executive Officer shall instruct the Legal Office to 
concurrently notify the Board of Investments, and provide a summary of the action at the 
next regularly-scheduled meeting of the Board. 
 
CHANGES TO CURRENT PRACTICE 
 
The Legal Office has been monitoring securities class actions since passage by Congress 
of the PSLRA and has been evaluating the merits of LACERA taking an active role in such 
actions in which LACERA has a significant financial interest.  The adoption of this policy will 
formalize the monitoring function being carried out by the Legal Office, and will create 
additional responsibilities for the Board of Investments and the Legal Office.    
 



No additional staffing requirements or significant expense will result from the 
implementation of this policy.  
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