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APPENDIX A: Target Return 
 

 

Subject to the ability of the Retirement Board and Trustee to deviate from these guidelines as set 

forth under the heading "Investment Objectives" in the Statement, the Retirement Board has 

determined after due consideration to the time horizon of the trust, trust liquidity needs, and the 

District’s risk tolerance and capacity for risk, that the Trust Fund shall be invested with the 

objective of achieving an annualized target net rate of return of _7.5% in order to meet the 

Plan’s actuarial assumption (as determined by Retirement Board’s Actuarial Consultant), as well 

as an additional _.5% to cover the costs of trust administration, GASB 43 and GASB 45 

compliance.   
 

In accordance with Article 16 Section 17 of the California Constitution creating a retirement 

system and California Government Code sections 53620 through 53622, the Retirement Board 

has the authority to invest or reinvest funds intended for the payment of employee retiree health 

benefits under a prudent investor standard and shall diversify investments so as to minimize the 

risk of loss and to maximize the rate of return.   The Trustee shall establish investment portfolios 

on a discretionary basis to meet the diverse needs of the Trust and its applicable purposes. 

Applicable provisions and requirements of, in particular, the California Government Code 

(specifically provisions under Sections 53216.1, 53216.5 and 53216.6, as applicable) shall be 

examined before selecting the investment portfolios to achieve the targets stated above. 
 

The Trustee shall manage the Trust investments on a discretionary basis such that the total 

allocation among various investment styles, capitalizations, fund managers and securities is 

established and re-balanced from time-to-time so as to meet the Trust’s overall target return 

objectives with the least amount of risk. The Trust assets shall not be invested in any proprietary 

investment vehicles of the Trustee or any of its affiliates or advisors. 
 

Equity Investments 
 

The purpose of the aggregate equity allocation within the Trust is to provide a total return 

consisting primarily of appreciation, with dividend income a secondary consideration. In order to 

maximize return opportunity while minimizing risk, the Trustee shall, in its discretion, allocate 

the Trust’s equity allocation among a diverse group of equity fund managers, taking into 

consideration such factors as investment style (value, growth, international, etc.) as well as the 

capitalization (large, mid, small, etc.) of the investment. 
 

Permitted equity investments shall include: 
 

 Publicly traded common stocks, preferred stocks, securities convertible into common 

stocks, and securities which carry the right to buy common stocks,  listed on a major 

United States stock exchange, including stocks traded through the NASDAQ Stock 

Market; 

 

 American Depository Receipts (“ADRs”); 

 

 SEC-registered open-end mutual funds and Bank, Insurance Company or Trust Company 

commingled funds which invest primarily in stocks and other instruments which are 












