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MEMORANDUM
TO:
FROM:

Tammy Grissom, TSBA Trust Administrator

SUBJECT:

OPEB Trust

Thank you for your interest in the TSBA OPEB Trust. Enclosed are the following
TSBA OPEB Trust documents:
1.
2.
3.
4.
5.
6.
7.
8.
9.

Frequently Asked Questions
Steps to Becoming a Member of the TSBA OPEB Trust
Resolution
Interlocal Agreement
Bylaws
Actuarial Valuation Services
Level of Funding Form
Investment Policy
Funds Withdrawal Form

After you review all documents, please call me at (615) 815-3901 if you have any
questions about joining the Trust.
Thank you.

OPEB Trust
Frequently Asked Questions
What is OPEB?
Other post-employment benefits (OPEB) include the benefits provided to retirees, their spouse,
and dependents. These benefits generally include:
•
•
•
•
•

Medical, dental, and vision benefits;
Prescription drug coverage;
Life insurance benefits;
Disability insurance benefits; and
Other health benefits unless part of the regular pension plan.

In addition to pensions, many local governmental employers provide these benefits as part of the
total compensation offered to attract and retain the services of qualified employees.
Jason E. Mumpower, the Tennessee Comptroller of the Treasury, said the following about the
TSBA OPEB Trust:
“Many Tennessee school systems offer their employees’ healthcare benefits that can be
received after they retire or complete their service. Most school systems have not set
aside any money to pay for these benefits and have chosen to pay for these liabilities on a
pay-as-you-go basis. The smarter choice is to finance these significant other postemployment benefit (OPEB) liabilities as they are earned. Prefunding improves
sustainability and allows for the potential of earnings on accumulated funds. I commend
the Tennessee School Boards Association's efforts to provide participating local school
systems with technical assistance and a means of establishing a trust for the purpose of
prefunding these liabilities.”
What are GASB Statements?
In order to improve the disclosure of OPEB, the Governmental Accounting Standards Board
(GASB) has issued guidance statements regarding the accounting and financial reporting of
employers for post-employment benefits other than pensions.
These GASB statements require an accounting change, not a funding change. The funding
obligation has always existed, but it now requires the liability to be recognized. School systems
are required to disclose the liability on their current financial statement even though it is not due
until a later date.
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How does this change affect my school system?
The impact will cause long-term and short-term changes in the way school systems continue to
handle financing issues. In the short-term, the change in accounting will allow a school system to
fully understand the financial impact of the OPEB promised in years past. In some cases, this
may come as a rude awakening.
The long-term impact will most likely be in three broad categories:
•

First, the accounting will increase financial stability for a school system by requiring the
finance director to recognize what these benefits are actually costing the system.

•

Second, like private companies, it is reasonable to assume that a school system will be
less likely to offer OPEB in the future.

•

Lastly, this may create the inability for a school system to obtain credit and issue bonds.

If it is not required, why should we fund these OPEB liabilities?
First, it’s the responsible thing to do. Promising future benefits to employees without setting
aside funds to pay for it means that future taxpayers will bear the burden for the value that the
current taxpayers receive. Fund today’s promises with today’s dollars.
Second, it’s the intelligent thing to do. Funding the liability with a qualified OPEB trust will
allow an actuarial to use a higher investment rate when calculating the annual required
contribution (ARC) and OPEB liability.
Third, it’s the fiscally sound thing to do. Currently, there is very little direct impact for noncompliance. However, the indirect impact could have grave financial consequences. The most
important of which is the potential loss of bond rating. Standard & Poor’s states that: “GAAP
reporting is considered a credit strength…Lack of an audited financial report prepared according
to GAAP could have a negative impact on an issuer’s rating since questions about reporting will
be raised.” (Standard & Poor’s Public Finance Criteria 2005. NY: The McGraw-Hill Companies,
Inc., 2005, p. 55.)
Finally, it’s the practical thing to do. School system employees are going to be working hard for
many years to earn the benefits promised. It only makes sense that your money should be
working equally as hard to pay for those benefits. Even if these GASB statements were not in the
picture, high medical inflation, longer life expectancies for retirees, and the upcoming “baby
boom” retirement surge will all have a significant impact on local school systems.
Why should my school system be concerned?
Any governmental entity that provides OPEB needs to be concerned about how those benefits
will be accounted for and paid. This concern should stem not only from the fear of any
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consequences of non-compliance but also from a natural desire to see that your school system is
well-managed.
What is TSBA doing to help my school system prepare to fund its OPEB liability?
TSBA is doing two things to help school systems comply with GASB standards:
•

First, TSBA has partnered with Nyhart, a leading financial advisory group, to provide
the actuarial service required by GASB at a competitive price.

•

Second, TSBA is administering a GASB compliant OPEB trust to help those systems
wishing to pre-fund their liability.

Why should the Board join the OPEB Trust?
When examining the options, joining the TSBA OPEB Trust makes sense for a number of
reasons:
1. First, the Trust is administered by TSBA, an entity answerable directly to its
members.
2. Second, as previously mentioned, the investment will lower the annual required
contribution (ARC) and the overall OPEB liability.
3. Lastly, by pooling resources, the TSBA OPEB Trust will lower per-system costs, has
the potential to increase the system’s return on investment, and has the impact for
reducing long-term funding needs.
How does my Board join the OPEB Trust?
The Board must vote to participate in the TSBA OPEB Trust at a regular or special called board
meeting, sign the interlocal agreement, and return it to the TSBA OPEB Trust.
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Steps to Becoming a Member of the TSBA OPEB Trust
1.

The Board of Education adopts the TSBA OPEB Trust Resolution (see attached) to
participate in the TSBA OPEB Trust.

2.

The Resolution must be signed by the Chairman of the Board.

3.

The Board of Education adopts the TSBA OPEB Trust Interlocal Agreement (see
attached).

4.

The Interlocal Agreement must be signed by the Chairman of the Board.

5.

The Board of Education completes the Level of Funding form (see attached).

6.

The Level of Funding form must be signed by the Chairman of the Board and the
Director of Schools.

BOARD RESOLUTION No. _____
A resolution establishing an investment trust and inter-governmental cooperative for the purpose of prefunding other post-employment benefits as provided in Tennessee Code Annotated, Title 8, Chapter 50,
Part 12.
WHEREAS, the Governmental Accounting Standards Board set forth standards on accounting and reporting
for post-employment benefits (other than pensions) by governmental entities; and
WHEREAS, these standards will require political subdivisions of the State of Tennessee to report such postemployment benefits on an actuarial basis during an employee’s career rather than on a pay-as-you-go basis
during retirement; and
WHEREAS, the Tennessee General Assembly enacted Chapter 771 of the Tennessee Public Acts of 2006,
which is codified in Tennessee Code Annotated, Title 8, Chapter 50, Part 12, that authorized a Tennessee
political subdivision that offers other post-employment benefits to establish an investment trust by resolution of
its chief governing body whereby the political subdivision may begin financing those benefits in advance; and
WHEREAS, Tennessee law identified as the Interlocal Cooperation Act (Tenn. Code Ann. § 12-9-101, et seq.)
provides that public entities may contract with one another to perform any activity authorized by law.
NOW, THEREFORE, BE IT RESOLVED, that the ____________________ Board of Education hereby
establishes and elects to participate in the attached investment trust and participate in an Interlocal cooperative
for the purpose of establishing said trust in accordance with and subject to the terms and conditions set forth in
Tennessee Code Annotated, Title 8, Chapter 50, Part 12 and Title 12, Chapter 9, Part 1.

STATE OF TENNESSEE
COUNTY OF ____________________________

I, ______________________________, Chairman of the ________________________ Board of Education, in
_____________________________, Tennessee, do hereby certify that this is a true and exact copy of the
foregoing resolution that was approved and adopted at a meeting held on the ______________ day of
_________________, 20____, the original of which is on file in the central office. I further certify that
__________ members voted in favor of the resolution and that ___________ members were present and voting.
IN WITNESS THEREOF, I have hereunto set my hand.
__________________________________________
Chairman, ________________ Board of Education

OPEB Trust
Interlocal Agreement
WHEREAS, Tennessee law identified as the Interlocal Cooperation Act (Tenn. Code Ann. § 129-101, et seq.) provides that public entities may contract with one another to perform any activity
authorized by law; and
WHEREAS, the members are desirous of creating and jointly operating an investment trust
authorized by Chapter 771 of the Tennessee Public Acts of 2006 which authorizes Tennessee
political subdivisions that offer other post-employment benefits to create an investment trust
whereby the political subdivision may begin financing those benefits in advance; and
WHEREAS, the Members are desirous of setting forth the obligations and responsibilities of
each party hereto; and
WHEREAS, this document, by reference, incorporates in its entirety the Declaration of Trust
agreement executed by the six (6) original members of the of the Tennessee School Boards
OPEB Trust as listed: Claiborne County Board of Education; Hickman County Board of
Education; Jackson-Madison Board of Education; Johnson County Board of Education;
Memphis City Board of Education; and Shelby County Board of Education, contemporaneously
with the approval of this Interlocal Agreement;
NOW THEREFORE, IN CONSIDERATION OF THESE PREMISES, and the mutual covenants
herein contained, the parties, intending to be legally bound, agree as follows:
ARTICLE I
Establishment and Purpose
Section 1. NAME.
Pursuant to the provisions of the Tennessee Interlocal Cooperation Act and the policies and
bylaws from time to time promulgated by the Board of Trustees (Board), the Members hereby
affirm the establishment of the Tennessee School Boards Association OPEB Trust.
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Section 2. CLASSIFICATION.
The Trust shall be a section 115 organization with the funds collected as provided herein to be
used only for the purpose and in the manner set out in this Agreement or bylaws promulgated
pursuant to the authority granted by this Agreement.
Term of Agreement
Section 1. TERM.
The term of this Agreement shall commence on April 20, 2016, replacing all previous Interlocal
Agreements for the Tennessee School Boards Association OPEB Trust and all other Agreements.
ARTICLE III
Officers and Trustees
Section 1. DUTIES OF ADMINISTRATOR.
The TSBA Executive Director or designee shall be the Trust Administrator/principal operating
officer of the Trust and shall supervise and control the operations of the Trust and carry out the
purpose of the Trust as directed by the Board of Trustees.
Among the duties and authority of the Administrator shall be the following:
1) Sign, on behalf of the Trust, any instrument which the Trust has authorized to be
executed, and in general, to perform duties incidental to the office of Administrator and
such other duties as may be prescribed by the Board of Trustees, consistent with this
Agreement.
2) At each regular meeting of the Board of Trustees and at such other times as requested
to do so by the Board, to present a full report of activities and the fiscal condition of the
Trust.
3) To compile and list annually all contributions made to the Trust and all investment
income.
4) In cooperation with the Trustees, cause an annual audit of all Trust funds.
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5) Disburse funds held by the Trust as needed to carry out the purposes of the Trust.
Section 2. AMENDMENT OF AGREEMENT.
The provisions of this Interlocal Agreement may be amended by the Board of Trustees subject to
the execution of the so revised Agreement by the Members choosing to continue participation in
the Trust at each effective date.
ARTICLE IV
Membership
Section 1. MEMBER CONTRIBUTIONS.
A Member who is accepted for participation shall thereafter pay contributions as determined by
said Member. Each Member shall biennially have an OPEB valuation conducted. Members agree
to comply with such decisions, bylaws, and regulations promulgated by the Trust.
ARTICLE V
General Trust Provisions
Section 1. FISCAL YEAR.
The fiscal year shall be July 1 through June 30.
Section 2. DISSOLUTION.
If at any time a majority of the membership of the Trustees determines that the Trust will no
longer operate under the auspices of or the administration of the Tennessee School Boards
Association, then the Trust will be dissolved, and all monies credited to the respective members
shall be returned.
Section 3. NOTICE.
Any notice required by this Agreement shall be in writing and shall be deemed to have been
given when notice is sent via registered or certified mail, postage prepaid, return receipt
requested to the last known address. Notice may also be sent electronically to the last known e3

mail address. General notice is posted on the Trust’s website, and specific notice to Members is
sent to the last known address or e-mail address.
Section 4. CONTRACTS.
The Trust shall be authorized to contract with any qualified organization or individual to perform
any of the functions necessary for the carrying out of services that the Trustees deem expedient
for the proper servicing of those Members who use the services of the Trust.
Section 5. AGENCY.
The Trust is operated under the provisions of this Interlocal Agreement as agent and
representative of the participating Members only.
Section 6. EXECUTION OF INSTRUMENTS.
The name of the Trust may be used to designate the Trustees collectively, and all instruments
may be affected by them in such name upon the signature of the Chairman and/or the Trust
Administrator.
ARTICLE VI
Responsibilities of Parties
Section 1. RESPONSIBILITIES OF OPEB TRUST.
The Tennessee School Boards OPEB Trust agrees that so long as the Member is participating in
the program, it will:
1) Make OPEB membership available to the Member in accordance with the conditions
of this Agreement;
2) Establish, within the OPEB Trust, a pool of funds from the contribution of Members
which shall be used to pay all of the operational, administrative, and other expenses
determined by the Trustees to be beneficial to the Trust; and
3) Provide an annual accounting to Members for the operation of the Tennessee School
Boards Association OPEB Trust.
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Section 2. RESPONSIBILITIES OF THE MEMBER.
The Member agrees that it will:
1) Enroll in the Tennessee School Boards Association OPEB Trust for an initial 24month period;
2) Continue to participate in the program on a year-to-year basis after the initial 24months participation, except that Member may discontinue participation at any annual
renewal after the initial 24-months provided that at least thirty (30) days notice has been
given in writing to the OPEB Trust prior to the next effective annual renewal date;
3) Make annual contributions to the OPEB Trust based on OPEB valuations; and
4) Be governed by the terms of this Agreement, bylaws, and decisions of the Trustees.
This Agreement shall not become effective until the OPEB Trust receives and approves this
written Agreement signed by the Member’s duly authorized officers.

__________________________________________
Board Chairman

_______________________________
Date

RECEIVED AND ACCEPTED BY TENNESSEE SCHOOL BOARDS ASSOCIATION
OPEB TRUST

__________________________________________
Trust Administrator
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_______________________________
Date

OPEB Trust Bylaws
ARTICLE I—TRUSTEES
Section 1. Appointment of Trustees. There shall be seven (7) Trustees. The Executive Director
and President of the Tennessee School Boards Association will be voting ex-officio members of
the Board of Trustees and shall remain as Trustees so long as they hold their respective positions.
The remaining five (5) Trustees shall be from the governing boards of the participating members
of the Trust and appointed by the TSBA OPEB Trustees. The term of these five (5) Trustees
shall be three (3) years, and they may be reappointed.
Section 2. Officers of the Trust. The officers of the Trust shall be Chairman and ViceChairman. Officers shall be elected by the Trustees annually from the members of the Board of
Trustees. The term of officers shall begin on January 1 of each year and terminate on the
following December 31. An officer’s term shall also cease upon their termination as a board
member. Ex-officio members of the Board of Trustees are ineligible to hold the office of
Chairman and Vice-Chairman.
Section 3. Appointment of Successor Trustees. Upon the death, resignation, or removal of a
Trustee or upon the Trustee becoming ineligible to serve, the Board of Trustees shall appoint a
new Trustee to serve the remainder of the term. Trustees and all officers of the Trust shall
continue to serve until their successors are selected except for Trustees who are removed or
resign. A Trustee appointed to fill a vacancy shall serve until the expiration of the term of his/her
predecessor.
Section 4. Vacancy of Officers. Upon the death, resignation, or removal of the Chairman, the
Vice-Chairman will automatically assume the office of Chairman, and a new Vice-Chairman
shall be elected at the next meeting of the Trust. If the vacancy is for the office of ViceChairman, a new Vice-Chairman shall be elected at the next meeting of the Trust.
ARTICLE II—GENERAL TRUST PROVISIONS
Section 1. Amendments. These Bylaws may be amended by a vote of the majority of the
Trustees present at any meeting of the Trust, provided that notice of such proposed amendment
shall be given in writing ten (10) days in advance to all Trustees. The Administrator shall notify
the participating members of any and all amendments adopted.
The Trustees will review these Bylaws annually to ensure its continued relevance and to make
changes as new conditions dictate.
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Section 2. Conflicts. In the event of any conflict between any provision of these Bylaws and any
provision of any applicable law, these Bylaws shall be deemed modified to the extent necessary
to comply with such law.
ARTICLE III—MEETINGS OF TRUSTEES
Section 1. Regular Meetings. The Board of Trustees shall meet biannually. Any item of
business may be considered at a regular meeting. The time, date, and location of meetings of the
Board shall be determined by the Board. No proxy votes shall be permitted.
Section 2. Special Meetings. A special meeting may be called at any time by the Chairman or
by any four (4) of the Trustees. An emergency meeting may be called with less than ten (10)
days written notice provided that all Trustees agree to such a meeting. An agenda specifying the
subject of any special meeting shall accompany such notice, and only business included on that
agenda may be transacted.
Section 3. Notice of Meetings. All meetings of the Board shall be conducted in a manner
required by law. The Administrator shall publish any schedule or notice of meeting of the Board.
Such publication requirement shall be deemed met by announcement on the TSBA website.
ARTICLE IV—NATURE AND USE OF FUNDS
Section 1. Member Fund Withdrawal. The Trust is specifically authorized to make payments
of legitimate reimbursements to member systems requesting their other post-employment
benefits (OPEB) obligations. No other withdrawals may be made by member systems.
Section 2. Investment of Funds. The Trust may invest such portions of the Trust reserve in any
manner that is both prudent and permissible under state and federal law. The Trustees shall
develop and adopt an investment policy.
Section 3. Investment Manager Selection. Investment managers shall be subject to all
restrictions and investment guidelines within these Bylaws and the investment policy maintained
by the Trustees.
Section 4. Fees. The Trust Administrator shall be paid a fee per the following schedule on total
assets under management and an administrative fee for the biennial OPEB valuations.
Amount
0-25MM
25MM-50MM
50MM-75MM
75MM +

Fee
0.25%
0.15%
0.10%
0.05%

The Trustees are permitted to compensate the investment managers and/or consultants with such
fees as may be reasonable and competitive and are not excessive and detrimental to the Trust’s
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long-term viability. It shall be incumbent upon the investment managers and/or consultants to
fully represent all costs and fees associated with the management of the Trust.
Section 5. Asset Manager Performance Review. The Trustees will monitor performance of the
portfolio using the quarterly statements provided by the Trust’s investment consultants. The
investment consultants shall provide the Trustees with manager performance numbers and
appropriate benchmark data with which to evaluate the managers’ performance. While mindful
of the specific goals of the Trust, the investment consultants shall provide data on a benchmark
comprised of an appropriate mix of indices and such other benchmark data as may be requested
or relevant.
A file of the written confirmations of every transaction and the quarterly statements documenting
total assets, including gains and/or losses in each security since original purchase date, will be
maintained by the Trust Administrator.
The Trustees will continually review the liquidity needs of the Trust and will notify the
investment consultants as soon as possible of any significant changes in anticipated needs.
Section 6. Financial Institution. All funds received by the Trust shall be deposited in such
financial institutions as the Trust may designate for that purpose.
Section 7. Withdrawals. All withdrawals of funds from such financial institutions shall be
made only by electronic transfer or by check signed by the Treasurer of the Trust or his/her
designee.
Section 8. Bonding. Any person, other than third parties retained to invest funds on behalf of
the Trust, who is authorized to sign or who may be engaged in handling funds or securities held
by the Trust shall be bonded at the expense of the Trust by a duly authorized surety company in
such amount or amounts as may from time to time be required by the Trustees.
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Adopted 4/16/09
Article VI, Section 5 revised 7/16/09
Article VI, Section 1 revised 11/15/10
Article I, Sections 1, 4, 5, 6, 7, 8, & 9 revised 09/28/12
Article II, Sections 1 & 2 revised 09/28/12
Article V, Section 1 revised 09/28/12
Article VI, Sections 2 & 6 revised 09/28/12
Article I, Sections 1, 2, 3, 5, 6 & 7 revised 11/05/12
Article II, Section 1 revised 11/05/12
Article III, Sections 1 & 2 revised 11/05/12
Article V, Sections 1 & 3 revised 11/05/12
Article VI, Sections 2 & 9 revised 11/05/12
Article I, Section 1 revised 11/10/13
Article IV, Section 4 revised 4/20/16
Article I, Section 1 added 02/20/17
Article I, Sections 2 &3 revised 10/21/20
Article II, Section 1 revised 10/21/20
Article II, Section 2 added 10/21/20
Article III, Sections 1, 2, & 3 revised 10/21/20
Article IV, Sections 1, 2, 3, 5, 6, 7, & 8 revised 10/21/20
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OPEB Trust
Actuarial Valuation Services
TSBA has partnered with Nyhart to provide actuarial valuation services at a discounted price for
Tennessee school districts. If your district is interested in securing Nyhart for these services,
please contact Cody Kocher at cody.kocher@nyhart.com or (317) 845-3603.
Total Number of Employees
and Retirees

Funded Plan - Full GASB
74/75 Valuation Report

Funded Plan – Interim GASB 74/75
(“Off-Year”) Report

Less than 250

$5,000

$2,500

250 – 499

$6,500

$3,000

500 – 750

$7,500

$3,500

750 – 999

$8,500

$4,000

1,000 – 1,999

$9,500

$4,500

2,000 – 4,999

$10,500

$5,000

More than 5,000

Case specific

Case specific

These fees apply for plans whom have a fiscal year ending within calendar years 2018 – 2021.
“Off-Year” reports are recommended by Nyhart.
50% of project fees are requested at engagement onset.
If a results by group breakdown is required, additional fees will apply. The additional charge will be a
base increase of 5% of project fees plus an additional 1% of project fees for each group after two
requested. Additional charges will be capped at 15% of project fees.
Optional services available for additional charges assessed for each request:
•
•
•

Actuarial Assumption Study
Benefit Design Modeling
On-site meeting

OPEB Trust
Level of Funding Form
School System: ___________________________________________________________
Name of Person Completing this Form: _______________________________________
Total OPEB Liability: _____________________________________________________
Instructions. Choose one of the following funding levels:
______ Fully fund
______ Fund over five years
______ Fund over ten years
______ Fund over twenty years

___________________________________
Board Chairman
___________________________________
Date

______________________________
Director of Schools

TSBA OPEB Trust
Descriptor Code:

Descriptor Term:

Investment

3060
Rescinds:

3060

Revised:

10/21/20
Previous Issued:

02/12/18

1

OBJECTIVES AND PERFORMANCE GOALS

2
3
4
5

The Trust’s overall investment objective is to achieve a favorable total rate of return consistent
with prudent financial management. The goal is to meet stated financial needs of the Trust while
maintaining or increasing the real inflation adjusted value of the permanent funds for which the
Trust has been entrusted.

6
7
8
9
10

The performance of the Trust’s financial assets and its investment managers will be monitored
on a quarterly basis. Portfolio asset allocation shall be reviewed at least annually. Individual
managers will be expected to exceed the performance of relevant market index benchmarks over
full market cycles. Risk-adjusted performance will also be measured against a peer group of
similar managers and evaluated over three (3) and five (5) year annualized time periods.
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BOARD OF TRUSTEES

12
13
14
15
16
17
18

The Board of Trustees is responsible for overseeing the investments assets of the Trust and for
discharging its duties solely in the best interest of the Trust. These duties shall be discharged
with the care, skill, prudence, and diligence under the circumstances then prevailing that a
prudent man acting in a like capacity and familiar with such matters would use in the conduct of
an enterprise of a like character and with like aims. In addition, the Board of Trustees will
conduct a thorough review of any person or entity providing investment services to the Trust to
avoid any potential conflict of interest situations.

19

FINANCE COMMITTEE

20
21

The Board of Trustees will act as the Finance Committee. The duties of the Finance Committee
include, but are not limited to, the following:

22
23
24
25

1.

Evaluating and selecting an investment consultant;

2.

Developing investment objectives and performance measurement standards which are
consistent with the financial needs of the Trust and individual funds;

Investment

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

3060

3.

Periodically reviewing the policy guidelines, and if needed, making changes after
consideration of the advice and recommendations of the investment consultant and
others;

4.

Determining an asset allocation strategy and investment management structure
designed to meet the Trust’s investment objectives;

5.

Evaluating and selecting investment managers;

6.

Communicating investment objectives, portfolio guidelines, and performance
standards to the investment managers;

7.

Holding biannual meetings for the review of performance reports and financial
statements and informational conference calls as needed;

8.

Deploying existing assets and newly contributed funds to the investment managers;

9.

Reviewing and evaluating investment results in the context of predetermined
performance standards;

10.

Ensuring that investment managers are in compliance with all portfolio guidelines
and restrictions and that undo risk is not being undertaken to achieve objectives;

11.

Taking necessary corrective action when investment managers fail to achieve
expected results; and

12.

Engage in RFP process for all contracted services every three (3) years.

28

CUSTODIAN

29
30
31

Subject to approval by the Board of Trustees, the Finance Committee is authorized to hire a
custodian to safekeep the Trust’s assets. The duties of the custodian include, but are not limited
to, the following:

32
33
34
35
36

1.

Providing all normal custodial functions including security safekeeping, collection of
income, settlement of trades, collection of proceeds of maturing securities,
distribution of income, and daily investment of uninvested cash;

2.

Providing reports detailing investment holdings and account transitions monthly and
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3
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an annual report summarizing the following to be submitted to the Finance
Committee within forty-five (45) days following each fiscal year end;
a.

The reports will include the following:
1. Statement of all assets on hand;
2. Statement of all assets received representing contributions to the
account; and
3. Statement of all sales, redemptions, maturities, and principal
payments;

3.

Establishing and maintaining directed account relationships with each investment
manager; and

4.

Preparing accounting reports as requested.

16

INVESTMENT MANAGEMENT

17
18
19
20
21
22

The Board of Trustees is authorized to engage the services of investment managers, as defined
under the Investment Advisors Act of 1940, and other investment professionals to provide the
specialized management necessary to meet the Trust’s investment objectives and guidelines.
Accordingly, the Board of Trustees requires the investment managers to adhere to the “prudent
man rule” under such state laws1 as may be applicable or which may be applicable in the future
of the investment of Trust assets.

23

DELEGATION OF AUTHORITY

24
25
26
27
28
29

Investment managers retained by the Board of Trustees will be held responsible for making all
investment decisions regarding the assets under their direction. Each investment manager will be
provided with a copy of these investment policy objectives and guidelines. In addition, each
manager will be provided with any additional specific goals and objectives that are applicable to
the particular managed account that the manager is responsible for. Managers will be required to
observe and operate within all guidelines specified by the Trust.

30

CAPITAL REQUIREMENTS

31
32
33
34

The Board of Trustees is directed to maintain an Operating Reserve balance which may be
custodied in one or more accounts and must maintain a balance that is appropriate to meet the
annual distribution needs of the Trust. Such funds may only be invested in insured money market
instruments or in investments whose principal is guaranteed by the full faith and credit of the
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Investment

3060

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18

United States Government or one of its agencies. Irrespective of the type of investment selected,
funds may not be invested in any security with a maturity greater than one (1) year. The Board of
Trustees is permitted to maintain all Trust funds in Operating Reserve investments until the Trust
fund balance reaches a level where it is both economically prudent and fiscally appropriate to
invest funds.

19

INVESTMENT GUIDELINES

20
21
22
23
24

The Trust’s investment policy objectives and guidelines will be reviewed and revised as needed
from time to time by the Finance Committee. In conducting the review, the committee will
consider applicable advice and recommendations of the Trust’s attorneys, accountants,
investment managers, consultants, or other professionals retained to render advice to the Trust.
All modifications shall be in writing and shall be approved by the Board of Trustees.

25

ASSET ALLOCATION

26
27
28
29

The Trust’s investment philosophy is that assets should be allocated with the goal of producing
the highest total return consistent with prudent financial management. Unless otherwise specified
by individual fund objectives, this philosophy should be adhered to within the constraints
of the following asset allocation ranges:

The Board of Trustees may establish an account or accounts whose balances are restricted to a
particular use or program. Such accounts may be invested according to the guidelines established
in this policy or restricted to more conservative allocations pursuant to the timing of the need for
the funds. Restricted fund balances may be expended at the direction of the Board of Trustees so
long as such direction is not in conflict with agreements or restrictions attached to the receipt of
such funds.
All remaining funds owned or controlled by the Board of Trustees shall be considered Capital
Reserves. At the end of each operating year, any and all reserves held in accounts designed as
Operating Reserves which are in excess of the required balance for the upcoming operating year
shall be reallocated to the Capital Reserves account or accounts. All funds held in Capital
Reserve accounts shall be invested pursuant to the guidelines established in this policy.

30

Maximum allocation

Minimum allocation

31

Equity Investments

70%

35%

32

Fixed Income Investments

65%

20%

33

Cash & Equivalents

35%

0%
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1

Alternative Investments – 40 Act Funds

2

Hedging Strategies

3

Commodities ETF’s

4

Managed Futures Funds

5
6
7

3060

15%

0%

In cases where individual fund objectives require an exception to the above asset allocation
ranges, written statements detailing the reasoning for each specific fund will be provided as
supplements to this Investment Policy.

8
9
10
11
12
13
14
15
16

From time to time, the Finance Committee will determine specific asset allocation targets that it
feels are best suited for accomplishing the above total return objective. These specific asset
allocation targets will be communicated to individual investment managers in writing, and within
a reasonable time frame, managers are expected to reallocate assets in order to comply with the
target ranges established by the Committee. In the absence of specific asset allocation targets
from the Trust, individual managers will have the direct responsibility for settling and
maintaining an asset mix that they feel will best accomplish the Trust’s total return objective. At
all times and in all cases, the above maximum and minimum limits or specific individual fund
maximum and minimum limits, where applicable, are to be adhered to.

17

PROXY VOTING

18
19
20
21
22

The Board of Trustees recognize that proxy voting is a fiduciary responsibility and require that
proxies be voted based on those factors which would enhance the value of the Trust’s
investments. The Board of Trustees delegates their authority to vote proxies to the investment
managers employed by the Trust and instruct the managers to maintain accurate voting records
and to vote proxies for the exclusive benefit of the Trust.

23

TYPES OF ASSETS

24
25

In order to provide for adequate investment diversification across a broad range of assets, the
following types of assets are approved for investment:

26
27
28
29
30
31
32

U.S. Common Stock
Non U.S. Common Stock
U.S. Preferred Stock
Non U.S. Preferred Stock
U.S. Government and Agency Securities
Non U.S. Government and Agency Securities
Corporate Bonds with a minimum BAA rating or the equivalent Municipal Debt
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1
2
3
4
5
6
7
8
9
10

3060

Convertible Securities
Commercial Paper
Money Market Funds
Mutual Funds (open and closed-end)
Exchange Traded Funds
Passive Index Funds
Commodities Exchange Traded Funds
1940 Act Alternative Funds – Hedging Strategies
1940 Act Managed Futures Funds
Certificate of Deposits

11

Additional Criteria

12
13
14
15

All fixed income and preferred stock issues shall be investment grade and dollar denominated.
Mutual fund investment shall have investment objectives, rules, and regulations that are
consistent with the Trust’s Investment Policy. All assets selected for the Trust shall have a
readily ascertainable market value and be readily marketable.

16

Prohibited Investments

17

Investment managers are prohibited from using the following assets and/or transactions:

18
19
20
21

Uncovered Options – Puts or Calls
Short Selling
Restricted Stock
Other Derivative Securities not specifically approved above

22

CASH & CASH EQUIVALENTS

23
24

All cash, wherever and whenever possible, should be invested in interest bearing instruments.
These investments should have stable pricing and instant liquidity.

25

INVESTMENT MARKETS – EQUITY SECURITIES

26
27
28
29
30

In order to broaden the investment opportunities for the investment manager(s) to achieve
specific objectives, the managers are permitted to invest in equity securities listed on the New
York Stock Exchange, the American Stock Exchange, principal regional exchanges, and in overthe-counter securities for which there is a strong market providing ready liquidity of the specific
security.

Page 6 of 7

Investment

3060

1
2
3
4

The Board of Trustees believes it is necessary and desirable that equity securities held by the
Trust represent a diversified portfolio. In this regard, the Finance Committee and Investment
Consultant will select and continue to monitor equity investment managers that have
diversification and risk management strategies that are consistent with this focus.

5

INVESTMENT MARKETS – FIXED INCOME SECURITIES

6
7
8
9
10
11
12

In order to broaden the investment opportunities for the investment manager(s) to achieve
specific objectives, the managers are permitted to invest in fixed income issues offered in both
primary and secondary markets. Fixed income securities may include bonds, notes, and passthrough securities issued or guaranteed by the U.S. Government or its agencies, corporate bonds,
notes, debentures, or asset-backed securities. Should the rating on a debt or preferred stock
security purchased subsequently fall below the minimum BAA (or equivalent) rating, a sale of
the issue shall be required except as warranted by investment considerations.

13
14
15
16

The Board of Trustees believes it is necessary and desirable that fixed income securities held by
the Trust represent a diversified portfolio. In this regard, the Finance Committee and Investment
Consultant will select and continue to monitor fixed income investment managers that have
diversification and risk management strategies that are consistent with this focus.

_____________________________
Legal References

1.

TCA 35-14-101 et seq.
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OPEB Trust
Funds Withdrawal Form
School System: ___________________________________________________________________

Amount of Withdrawal: $________________________________________________
(Attach certified documentation evincing the payment made for OPEB.)

Request to receive the withdrawal by:
______ Wire Transfer
______ Check

___________________________________
Authorized Signature
___________________________________
Date

