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Present: Chairperson O’Connell; Vice-Chair Shock; Member: Fisher   

 

Absent: Briggs and Stearn 

 

Also Present: Village Manager, Wilson 

  Public Safety Director, Woodard 

  Asset Strategies, Vitta 

   

Chairperson O’Connell called the meeting to order at 7:40 p.m. in the Public Safety conference 

room at 18600 W. Thirteen Mile Road.  

 

PRESENTATION BY WESTERN ASSET MANAGEMENT’S MICHAEL KOMORI 

Michael Komori, portfolio specialist from Western Asset Management Company, distributed a 

written report and presented an update on the Intermediate Plus Bond Fund. Western Asset 

Management was hired as an active core fixed income manager in May of 2005. Komori 

discussed organizational changes at the firm and enhancements to their process made in 2009 as 

a result of lessons learned in a difficult 2007 and 2008. He provided the Board with an update on 

what the firm thinks about the market going forward, why the portfolio is positioned the way it 

is, and expectations for 2010 and onward.  

 

Komori explained the fund’s investment process in detail. It is based on long-term, value 

oriented and diversified strategies. Western Asset will work to better manage volatility and risk 

in the portfolios. Komori thought that the company would recover a lot of its underperformance 

when the markets recover. Western Asset has had a nice recovery in the credit market and the 

economy seems to be on track to recover. They are expecting solid economic growth in the first 

half of 2010. Komori anticipated sub-par growth in the second half of the year due to the effect 

of unemployment on economic growth.  
 

Komori concluded that it has been an unusual environment coupled with a few poor investment 

decisions that hurt the firm in the past couple of years. Western Asset is looking at enhancing its 

process and shoring up some of the shortfalls that have occurred so it can deliver better risk 

adjusted returns for its clients. Komori appreciated the Board’s patience in remaining with the 

company. He thought that Western Asset Management is well positioned going forward to 

outperform. Questions from Board members were addressed by Komori.  

 

CONFERENCE CALL WITH GREG SERRURIER FROM DODGE & COX  

INTERNATIONAL FUND 
Greg Serrurier, portfolio manager with Dodge & Cox International Fund, provided a fund 

overview and discussed performance results with the Retirement Board. Board members are in 

receipt of a written report including the International Stock Fund Review and supplemental 

exhibits. The Dodge & Cox International Stock Fund has been part of the Village of Beverly 

Hills Public Safety Officers Retirement System portfolio since of August of 2009. The fund is 

valued at $763,000 as of 12/31/09. There are no major changes with respect to the firm.  

 

The fund is diversified and has a long term investment horizon; investments are in well 

established companies. Dodge & Cox is evaluating each company as well as its own expectations 

for earnings and growth over the next three to five years.  
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Serrurier reviewed the fund and outlook; he discussed what has happened recently and how the 

company has positioned the portfolio. In terms of the outlook, Dodge & Cox believes that the 

market is in the early stages of an economic expansion that will last for several years. The 

company’s investment in the international stock fund are biased toward being economically 

sensitive. Recent performance has been fairly strong, but there is quite a bit of ground to make 

up after a very turbulent 2007 through 2010 time frame.  

 

Serrurier talked about investment strategy and portfolio structure. He reviewed performance 

results with reference to comparative indices. He believed that the overall strategy will continue 

to yield profitable growth. Questions from members were answered by Serrurier. He appreciated 

the investment the Retirement Board made in the firm and the confidence it has placed in Dodge 

& Cox.   

 

REVIEW AND APPROVE MINUTES OF REGULAR RETIREMENT BOARD 

MEETING HELD ON NOVEMBER 24, 2009 

  

 Motion by Shock, second by Fisher, that the minutes of a regular Retirement Board 

meeting held November 24, 2009 be approved as submitted.  

 

 Motion passed (3 – 0).  

 

In answer to an inquiry, it was noted that Council accepted the recommendation of the 

Retirement Board and took action at its December 1, 2009 meeting to approve a proposal from 

Asset Strategies to provide investment oversight and performance monitoring of the Village 

Retiree Health Care Fund.  

 

REVIEW AND CONSIDER RESCHEDULING MAY 2010 RETIREMENT BOARD 

MEETING  
It was noted that the May Retirement Board meeting date conflicts with the last day of the 

MAPERS (Michigan Association of Public Employee Retirement Systems) 2010 Spring 

Conference in Mt. Pleasant, Michigan. George Vitta related that he could return in time for the 

May 25 Board meeting at 7:30 p.m. None of the Retirement Board members were planning on 

attending the conference.  

    

2009 FOURTH QUARTER PERFORMANCE REPORT BY ASSET STRATEGIES 
George Vitta from Asset Strategies presented a market review of the quarter and referenced 

various market indices. The quarterly numbers for U.S. and International stocks are very strong 

for the third consecutive quarter, which translates into extraordinary one-year returns for 2009. 

Vitta was interested in seeing what happens in the year after there is a large upward move. He 

anticipated that it will be positive but in the single digits. There are positive indicators that will 

hopefully translate into continued earnings growth for companies; long-term earnings growth 

determines the market price of the stocks. The credit markets came back in the second quarter. 

Vitta commented on interest rates noting that the pressure seems to be in an upward direction at 

this point.  
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The Total Fund Composite for the quarter was 3.64% versus the policy index of 3.25 percent, 

which ranked the fund in the top one-third of U.S. public retirement systems. The Total Fund 

exceeded the Policy Index primarily due to strong results from Western Asset bond portfolio 

with about 32% of the plan’s assets. For the full year, the plan earned 19.4 percent. A 5.25 year 

track of results indicate an average annual return of 4.3% with the Policy Index at 4.5%.  

 

Vitta remarked that the 5.25 year report indicates that numbers are below what the actuaries are 

assuming, which is 7 percent. This is because the stock market for that same period was slightly 

negative. A new exhibit titled Risk Statistic Summary was designed to share some of the various 

measures Asset Strategies is using to evaluate risk.  

 

Vitta presented a performance evaluation of individual portfolios in the Public Safety Officers’ 

Retirement System. The asset mix of the total fund is composed of 47.20% Domestic Equity, 

32.22% Domestic Fixed, 5.28% Cash and Equivalents, 3.16% Real Estate, 6.27% Hedge Funds, 

and 5.88% International Equity. The market value at the end of December 31, 2009 was 

$13,542,000.  

 

Vitta mentioned that installment payments of $150,000 per month are scheduled to bring 

international equities up to the 10% target allocation.   

 

The conclusions and recommendations following the investment performance evaluation for the 

Fourth Quarter of 2009 are as follows: 

 

1.  Total Fund results were strong and brought calendar year 2009 results to +19.40%, but 

slightly trailed the Policy Index for the one-year period due to poor performance from the 

Munder SMID Cap Portfolio.  

 

2.   Even though the Munder SMID Cap portfolio outperformed during the quarter, longer-term 

results only slightly improved. The manager is on probation for the 1/1-6/30/2010 period. 

 

O’Connell questioned why the Board should have confidence in the Munder SMID Cap fund at 

this point and what adjustments they have made. Vitta responded that he asked the Munder 

portfolio manager about risk management. Due to the nature of the small and mid-size 

companies the fund invests in, the prices tend to move further up and down in a short period of 

time compared to large cap companies. Munder has been working on a risk/management process 

that would allow them to make a decision sooner based on some of the outsized price movements 

that are taking place in the portfolio. This conscientious risk/management effort would be the 

primary change.  

 

3.   Western Asset continued to rebound strongly for a consecutive quarter, but still has past 

underperformance to make up.  

 

Vitta added that the portfolio manager does not meet performance objectives after 4.5 years. 

Vitta will discuss the longer term role of Western Asset with the Board at a future meeting. Asset 

Strategies will be prepared with a replacement for Western Asset. At this point, Vitta would 
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recommend staying in an actively managed strategy. Index funds historically underperform 

active managers during rising interest rate periods.  

 

4.   An employer contribution ($122,461) was made in November 2009.  

 

5.   The dollar cost averaging back into international equities (The Dodge & Cox International 

Stock Fund) began with an initial $150,000 purchase on August 4
th

. An additional $150,000 was 

invested at the beginning of each following month through February 2010. This will continue 

until the target allocation is met, probably in April.  

 

6.   Asset Allocation update: As of 2/11/2010, equities were more in line with targets, but remain 

under allocated 5.8% (3.6% U.S. and 2.2% international) and bonds and cash were over allocated 

(2.1% and 4.2% respectively). Given the current stock and bond market conditions, we are 

comfortable with this. Cash should continue to be used for monthly benefit and expense 

payments. Western Asset (bonds) is being reduced each month to fund the international equity 

manager.  

 

 Motion by Fisher, second by Shock, that the Retirement Board extend the probation 

period for Western Asset Management through June 30, 2010.  

 

 Motion passed (3 – 0).   

 

PUBLIC COMMENTS 

John McGrath of 16210 Beverly Road had questions on the Investment Performance Analysis of 

the Public Safety Retirement System as of December 31, 2009. His inquiries relative to the fund 

objective to earn an annual average return of 7% over rolling three-year periods was addressed 

by Vitta and members of the Board.  

 

 

 

 Motion by Shock, second by Fisher, to adjourn the meeting of 9:40 p.m.  

 

 Motion passed (3 – 0).  

 

 

 

 


