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PUBLIC TRUSTEES OF LONDONDERRY, VT 
Quarterly Meeting 7-24-14 

 
Present:  Kathy Mosenthal, Pauline Davison, Michael Goodbody, Danny Cobb Treasurer 
Cemetery Commission 
 
 

1. Cathy Doty, Sr. Relationship Manager from Merchants Trust Co., presented the quarterly  
account review for the Public Trustee funds and the Cemetery Funds.   
 
Total return for the Public Trustee funds YTD through the 2nd quarter was 4.77% net of 
fees or $253,868.10.  Total return since inception in October 2009 is 8.80% net of fees.   
 
Total return for the Cemetery Funds YTD through the 2nd quarter 4.85% net of fees or 
$57,906.35, and 9.16% since inception net of fees.  
 
In response to Jim Wilbur’s questions at the last meeting information regarding index 
fund performance, country breakdown in emerging market and developed international 
funds as compared to benchmark was also included, along with performance for each 
fund in the portfolio. 
 
Cathy did a summary review of the market for the second quarter:  U.S. stocks continued 
to do well despite slow economic growth, uncertainty of Fed policy, international 
conflicts and macroeconomic events abroad.  Complacency of stock market is a concern 
and portfolio remains somewhat underweight to U.S. stocks.  Developed international 
stocks and emerging markets stocks did well.  Core bonds also did well and Merchants 
will continue to have a position for stability but will also continue to position their fixed 
income for a rising rate environment.  More than half of Merchants fixed-income 
exposure in the balanced portfolios is in funds that have significant flexibility to manage 
their inflation and interest-rate risk and other risk exposures as compared to “core” 
investment-grade bond funds, which are managed against the benchmark Barclays 
Aggregate Bond Index. 
 
Overall, Merchants’ balanced portfolios continue to be somewhat defensively positioned, 
with a moderate underweight to stocks and equity risk (primarily U.S. stocks and smaller 
caps due to their unattractive valuations) and a significant underweight to core bonds and 
interest-rate risk, relative to long-term strategic allocations.  Our manager continues to 
believe that US stocks are somewhat overvalued and that emerging markets and 
developed international stocks present a good  opportunity over a 5 year horizon. 

 
2. Cathy initiated a discussion about the investment objective for both accounts.   

 
Public Trustee Funds  
 
The Public Trustee portfolio is invested in mutual funds at least 10 years old with at least 
$500,000,000 that are registered under the federal investment company act of 1940, in 
compliance with 24 VSA §2432.  The investment objective is 55% fixed income 45% 
stock.  The Trustees were asked if they wanted to move to a more conservative portfolio 
in order to generate more income to distribute at the end of the year.  The decision was 
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made to think about it and discuss further at the next quarterly meeting.  Mike 
commented that generating growth is important.  Further, we know that rates will 
eventually go up resulting in bond values going down and we could get caught in the 
downslide.  And, if we like a more balanced portfolio in a high yield market we should 
also like it in a low-yield market.  Pauline agreed that growth is important. 
 
Cemetery Funds 

 
The Cemetery Funds portfolio is also invested in mutual funds at least 10 years old with 
at least $500,000,000 that are registered under the federal investment company act of 
1940, in compliance with 18 VSA §4384.  As the result of Merchants’ review of 
managed accounts governed by statute, however, the issue was raised whether current 
reliance on 18 VSA § 4384 was appropriate, or whether these Cemetery Funds were 
governed by 18 VSA §5309 – Investment of Perpetual Care Funds.   
 
Section 4384 allows investments consistent with the statute that governs public trustee 
funds, with no restriction as to allocation.  Section 5309, however, restricts investments 
essentially to 35% stocks and US and Municipal bonds, or loaned with collateral.  
Further, the statute restricts distributions to income.  Cathy recommended getting a legal 
opinion to determine which statute applied, and presented a portfolio in compliance with 
§5309.  Danny Cobb, Treasurer of the Cemetery Commission said he would like to speak 
with the Treasurer of the Town, Jim Wilbur, before making a decision whether to seek an 
opinion, convert to the new portfolio, or leave things as they are.  More information 
appears in the Account Review Booklet for the 2nd Quarter of 2014. 

 
3. Regarding efforts to change the law governing investments of public trustee funds, it 

appears that Londonderry is unique because of the size of its funds, and it may be 
difficult to get support to amend the law.  We will now do some research with respect to 
the law governing cemetery funds and perpetual care funds because of the confusion 
resulting from a review of those statutes.  

 
4. Kathy looked for wills for the gifts for which we did not have original gifting documents 

and could only find one for Henry Collins.  The intent reflected in his Will is being 
carried out. 

 
5. Mike said that the Flood Brook School still needed money for benches for its new 

playground so we will distribute grammar school funds for that purpose.  Going forward, 
we will request applications for funding of projects.  Mike will talk with the principal 
about doing that.  Distributions for the last 2 years have been around $1200. 

 
6. The next meeting will be October 24, 2014.  Cathy Doty will send out a notice.  The 

trustees will continue to invite the treasurer, town clerk, cemetery commissioner and 
general public. 


