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    ARLINGTON COUNTY VIRGINIA 

EMPLOYEES’ RETIREMENT SYSTEM     
Board of Trustee Meeting Minutes 

July 11, 2013 
 
The President of the Board, Mr. Michael Brunner, called the meeting to order at 8:00 
AM, in Conference Room 511C at 2100 Clarendon Boulevard.   
 
Voting Members Present: Mr. Michael Brunner, President 
    Mr. Ken Dennis, Vice President 
    Ms. Sandy DeGray, Secretary 

Mr. Jon Kinney (arrived 8:09 AM) 
Mr. Rich Alt       
Mr. Peter Maier         

Substitute Member   
Present:   Mr. Jimmie Barrett, Asst. Treasurer 

Mr. Wayne Rhodes (arrived 8:04 AM) 
    Mr. Alex Iams (arrived 8:04 AM) 
 
Voting Member Absent: Ms. Michelle Cowan, Treasurer 
 
Various Times:  Mr. Daniel Zito, Executive Director 
    Ms. Randee Stenroos, Asst. Director 

Ms. Susan Bomberg, Accountant 
    Mr. Rob Gooderham, Ashford Consulting 
    Mr. Garry Musto, Ashford Consulting 

Mr. Dan Fuss, Loomis Sayles    
    
CONSENT LIST 
 
A motion to approve the consent list, consisting of the June 6, 2013 meeting minutes, 
the cancellation of the August meeting and Appendix 1 to ACERS Investment Policy 
Statement (Private Investment Guidelines), was offered by Mr. Dennis and seconded by 
Mr. Maier.  The motion passed unanimously with a vote of 5-0 with Ms. Cowan absent 
and Mr. Kinney not yet present. 
 
LOOMIS SAYLES REVIEW 
 
Mr. Dan Fuss discussed ACERS’ $216 million investment in the global full discretion 
fixed income strategy and offered his insights on the fixed market outlook.  The table 
below summarizes Loomis Sayles’ annualized investment results as of June 30, 2013. 
 

 1 year 3 years 5 years  10 years     
Arlington ( Net) 7.4% 9.4% 10.1% 8.5%     
Custom 
Benchmark(1) 2.5% 8.9% 10.1%  6.7% 
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(1) Barclays Govt. Credit from 9/30/89 to 9/30/2004; and 60% Barclays Long Credit, 40% Barclays High Yield 
from 9/30/2004 to 6/30/2013 

 
   

Mr. Fuss stated that liquidity is the most pressing concern in the current market, noting 
that dealers are under pressure to carry less inventory, reducing the market cushion 
that existed previously.  This was very evident in the sharp sell-off on the heels of the 
Federal Reserve’s statement and follow-up commentary by the Chairman, which was 
exacerbated by significant outflows from mutual funds and exchange traded funds.   
 
Mr. Fuss believes interest rates bottomed last year and that the recent, rapid rise was 
the first step towards the ten-year US treasury rising to 4 percent in this cycle, though 
noting rates will likely come down a bit before continuing their ascent.  With more 
volatile markets due to thinner liquidity, he foresees periodic buying opportunities.  
While macro-issues are important considerations, Mr. Fuss is more concerned with 
credit specific issues as he positions the portfolio to take advantage of the longer term 
rise in interest rates. 
 
PORTFOLIO SUMMARY REPORT 
 
Ashford Consulting presented the portfolio summary report as of June 30, 2013.  
Characteristics including total fund risk, liquidity and asset allocation, along with 
expected returns and risk for each strategy were discussed.  After a discussion 
regarding the overall risk for the domestic equity allocation, Ashford agreed to follow up 
with the Board at a later date regarding the specifics of the calculation.   
 
SCENARIO ANALYSIS UPDATE 
 
Ashford Consulting presented six potential economic scenarios, identifying possible 
causes, probable economic effects and general investment consequences.  The 
scenarios included the slow growth (base case), rapid economic improvement, slower 
growth/liquidity crunch, significant monetary inflation, commodity market supply shock 
and deflation.  Ashford summarized the estimated asset class impacts under each 
scenario.  During the general discussion that ensued, it was suggested that Ashford 
provide an estimated probability of each scenario unfolding. 
 
INVESTMENT RECOMMENDATION 
 
Ashford Consulting presented the following investment recommendation: 
 

 Reduce the Mellon MLP Index by $20 million 

 Reduce the T. Rowe Price Natural Resource mandate by $15 million 

 Invest $35 million proceeds in the Vanguard Institutional Index (S&P 500)  
 
Key rationale included profit taking on the MLP Index and an anticipated more 
challenging fundamental environment for natural resources in light of a turning 
commodity cycle.  
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After Board discussion and staff concurrence with the recommended reduction of $20 
million from the Mellon MLP Index, Mr. Maier offered a motion, seconded by Mr. Alt, 
authorizing staff to take the actions necessary to reallocate $20 million from the Mellon 
MLP to the Vanguard S&P 500 index.  This motion passed unanimously with a vote of 
5-0, with Ms. Cowan and Mr. Kinney absent.   
 
After further discussion of the Natural Resources recommendation, a motion was 
offered by Mr. Alt and seconded by Mr. Dennis authorizing staff to take the actions 
necessary to reallocate $15 million from the T. Rowe Price Natural Resource Strategy 
to the Vanguard S&P 500 Index.  This motion failed with a vote of 2-3, with Mr. Brunner, 
Ms. DeGray and Mr. Maier dissenting, primarily based on concerns about maintaining 
exposure to the inflation sensitive investment.  Ms. Cowan and Mr. Kinney were absent. 
              
KEY INITIATIVES UPDATE/OTHER BUSINESS 
 
Mr. Brunner read a letter stating that ACERS’ Comprehensive Annual Financial Report 
for fiscal year 2012 had received the GFOA Certificate of Excellence.  Mr. Brunner also 
provided a summary of his trip with staff to Vanguard’s offices. 

 
Staff noted that: 

 Preliminary fiscal year 2013 audit work has been completed and the auditors will 
return in early September to complete their fieldwork. 

 The County and the Arlington County Schools made OPEB contributions of $8.2 
million and $3.6 million, respectively, in fiscal year 2013. 

 All contracts with Northern Trust, ACERS new custodian, have been completed 
and signed and the transition of assets was proceeding. 

 Ms. Stenroos would be attending the Arsenal Real Estate Annual Meeting in 
Rhode Island. 

 Mr. Zito met with the County Attorney to discuss the most effective way to handle 
the legal work involved in any private investment ACERS might participate in and 
how to best utilize Franklin Park’s significant experience in this area. 

 
PERSONNEL DISCUSSION 
 
A motion was offered by Mr. Brunner, seconded by Mr. Dennis and passed unanimously 
5-0, with Mr. Kinney and Ms. Cowan absent, to enter into closed session for discussion, 
consideration or interviews of prospective candidates for employment; assignment, 
appointment, promotion, performance, demotion, salaries, disciplining or resignation of 
specific public offices, appointees or employees of any public body pursuant to Virginia 
Code 2.2-3711 (A)(1). The closed session began at 10:17 AM. 
 
When the Board returned to open session at 10:44 AM, Ms. Degray certified that only 
public matters lawfully exempted from open meeting requirement by Virginia law and 
identified in the motion convening the closed session were heard, discussed or 
considered by the Board. 
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Mr. Maier moved that the Board accept the Personnel Committee’s recommendation 
discussed in Executive Session concerning the Executive Director’s compensation.  Mr. 
Dennis seconded the motion which passed unanimously 5-0. 
 

 
INVESTMENT RELATED 
 

A. Fund Balance Report (May) 
 

ADMINISTRATIVE ITEMS 
 

A. June 5, 2013 Training Session Minutes 
B. Vanguard Trip Report 
C. Inventory Listing 
D. Calendar of Events 

 
 
 
 
ADJOURNED 
 
There being no further business, the meeting adjourned at 10:45 AM. 
 
        Respectfully submitted,  
 
        Susan Bomberg 
        Secretary to the Board 


