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Present: Chairperson O’Connell; Vice-Chair Shock; Members: Koss and Mercer   

 

Absent: Fisher 

 

Also Present: Village Manager, Wilson 

  Finance Director, Wiszowaty  

  Asset Strategies, George Vitta and Katherine Ghannam 

   

Chairperson O’Connell called the meeting to order at 7:30 p.m. in the Public Safety Department 

conference room at 18600 W. Thirteen Mile Road.  

 

REVIEW AND APPROVE MINUTES OF A REGULAR RETIREE HEALTH CARE FUND 

MEETING 

 Motion by Shock, second by Koss, that the minutes of a Regular Retiree Health Care Fund 

meeting held on November 23, 2010 be approved as submitted.  

 

 Motion passed (4 – 0).  

 

2010 FOURTH QUARTER PERFORMANCE REPORT BY ASSET STRATEGIES 

Vitta reviewed the Beverly Hills Retiree Health Care performance summary for the period ending 

12/31/2010. The quarter return for the Vanguard STAR Fund was 5.93% net of fees compared to 

the benchmark of 6.02 percent. The overall result compares favorably to other retiree health care 

funds. The market value of the Vanguard STAR Fund at the end of December was $1,727,446.78.  

 

4Q10 Quarterly Commentary: 

 

1) An additional $50,000 of the Vanguard STAR Fund was purchased on 10/26, 11/30 and 

12/28/2010. 

 

2) Slight underperformance by the STAR Fund is attributed to mixed results from the STAR Fund’s 

income holdings, in particular the Vanguard Long-Term Investment-Grade Fund (-3.95%).  

 

2011 FIRST QUARTER PERFORMANCE REPORT BY ASSET STRATEGIES 

Vitta reviewed the Beverly Hills Retiree Health Care performance summary for the period ending 

3/31/2011. The quarter return for the Vanguard STAR Fund was up 3.5%; the trailing one-year 

result for the Retiree Health Care Fund was 11.5 percent. The market value of the Vanguard STAR 

Fund at the end of March was $1,788,106.60.  

 

Vitta said that the Vanguard STAR Fund has been a cost effective way to invest the retiree health 

care fund. There is broad global equity market exposure through a series of different funds that are 

all professionally managed for risk and return, and a broad U.S. bond market exposure with well 

diversified portfolios. Between contributions and investment growth, the fund has grown over 

$700,000 in the last 15 months. The Board asked Asset Strategies to include the employer 

contributions in the quarterly reports for this fund.  
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O’Connell commented that the Vanguard STAR Fund is a transition fund until the Board 

determines how to manage the retiree health care fund.  

 

Vitta addressed inquiries from Brian LaFerriere on risk/reward ratio of the Vanguard STAR Fund. It 

was noted that Asset Strategies considered a number of different professionally managed balanced 

funds.  

 

1Q11 Quarterly Commentary: 

 

1) No additional purchases of the Vanguard STAR fund were made during the quarter.  

 

2) Slight underperformance by the STAR Fund is attributed to poor results from the STAR Fund’s 

exposure to international equities and from the Vanguard Long-Term Investment-Grade Fund 

(+0.11%).  

 

ASSET ALLOCATION REPORT FOR THE RETIREE HEALTH CARE FUND 

George Vitta from Asset Strategies presented an Asset Allocation Analysis for the benefit of 

Retirement Board members. The computer presentation was projected on a screen with commentary 

from Vitta.   

 

Vitta related that the importance of asset allocation is well documented. Over 90% of the 

explanation for an investment program’s long-term success comes from the correct mix of 

investments. Market timing, security selection, and manager fees, contribute less than 10% to the 

long-term success or failure of an investment program.  

 

Vitta described the computer based asset allocation model and study assumptions. Critical issues of 

asset class selection, policy guidelines or constraints, relationships among asset classes, and the 

relationship between return, risk and time horizon are illustrated in the pages. With this background, 

prudent standards can be developed for evaluating alternative asset allocation policies.  

 

The report focuses on the current asset allocation policy and alternatives. The asset mixes are 

evaluated under both current and long-term economic conditions. Expected returns and risk for each 

investment alternative are based on the actual performance of market indices. There is a good 

representation of different asset classes for the model to work with. The model will go through a 

series of computations that come up with the optimal blend of higher risk, higher growth, lower 

risk, lower growth asset classes. 

 

Vitta explained the concept of the Efficient Frontier, which means selecting mixed investment 

alternatives that can produce better returns without significantly increasing the incremental risk. The 

present portfolio falls off the Efficient Frontier. Currently, the Board is investing a $2 million retiree 

health care fund. When the size of the fund grows, the Board will be able to take advantage of 

additional asset classes that will provide more certainty towards achieving an expected rate of return 

and potentially take some risk out of the investment program as well.  

 

Vitta reviewed that he did not think that the Board could do much better than the Vanguard STAR 

fund currently. Asset Strategies conducted a study before going into the Vanguard Star Fund and 
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concluded that the Board could achieve the benefit of an independent professionally managed 

portfolio at an extremely low fee through this fund relative to the other funds. They looked at 

return/risk statistics, analysis, and peer group comparisons. Asset Strategies has taken steps to look 

at other types of investments that would complement the Vanguard STAR mix of investments. 

Ghannam and a couple research analysts took a look at added funds such as commodity funds last 

August. They have not found an investment that fits the model properly, can be justified based on 

cost, or accessed due to the small size of the fund.   

 

Questions from board members were addressed by Vitta. O’Connell concluded that this is part of 

the Board’s ongoing education process to set up its asset allocation for the retiree health care fund.  

 

PUBLIC COMMENTS 
John McGrath on Beverly Road commented that the questions he had were already asked by various 

Board members during the meeting.    

 

The meeting was adjourned at 9:56 p.m.  

 

 

 

 

 

 

 

 


