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ARLINGTON COUNTY VIRGINIA 

EMPLOYEES’ RETIREMENT SYSTEM     
Board of Trustees Meeting Minutes 

April 2, 2015 

 
 

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. Rich Alt, Vice President 
Ms. Michelle Cowan, Treasurer (arrived 8:40 AM) 
Ms. Sandy DeGray, Secretary 
Mr. Ken Dennis 
Mr. Jon Kinney  
Mr. Peter Maier 

  
Substitute Member Present:  Mr. Jimmie Barrett, Asst. Treasurer  
     Mr. Wayne Rhodes (arrived 8:05 AM) 
 
Substitute Member Absent: Mr. Alex Iams 
 
Various Times:   Mr. Daniel Zito, Executive Director 
     Ms. Randee Stenroos, Assistant Director 
     Ms. Susan Bomberg, Accountant 
     Mr. Rob Gooderham, ACG 

   Mr. John Maurer, EverWest (formerly Arsenal) 
     Mr. Gary Picone, EverWest (formerly Arsenal) 
     Mr. Bill Enright, Brown Brothers Harriman 
     Mr. Michael Keller, Brown Brothers Harriman 
      
CONSENT LIST 
 

A motion to approve the consent list consisting of the March 5, 2015 meeting minutes, 
was offered by Mr. Dennis and seconded by Mr. Alt.  The motion passed by a vote of  
6-0, with Ms. Cowan not yet present.  
 
ARSENAL REAL ESTATE FUND REVIEW 
 

Mr. John Maurer and Mr. Gary Picone noted that, effective May 2014, Arsenal Real 
Estate merged with EverWest, a fully integrated, full service real estate investment 
platform.  Located in Denver, CO, EverWest is a $1 billion company with 48 investment 
professionals.  Messrs. Maurer and Picone are part of EverWest’s executive 
management team and have ownership positions in the firm.  Maurer and Picone 
remain managing members of the Arsenal general partner.   
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ACERS’ $25 million investment in Arsenal Fund IA was valued at $15.9 million at 
December 31, 2014.  The fund’s term is scheduled to expire in August 2016.  After the 
profitable sale of the Travesia apartment complex in January 2015, one operating 
property, 211 Gulph, remains.  This property is currently being marketed for sale. 
 
Four land development properties remain: 
 

 Peapack:  In March 2015, the developer received an unfavorable ruling from the 
local government, to remove the age restricted 55+ use for the townhomes.  The 
Fund plans to market the 80 acre property with the age restriction. 

 Bordentown: 159 of the 531 planned units have been sold and are nearly 
constructed.   A developer has contracted to buy another 166 townhome lots in 
four phases, with the last being December 2018. The Fund plans to sell 
remaining parcels for retail and multifamily use.   

 Hood:  The GP is in the process of obtaining approvals and entitlements for a 
redesigned site plan.  Upon site plan approval, the intention is to market the 
property for sale to residential developers. 

 Newport Beach Club:  This is the largest remaining investment in the fund. The 
current strategy includes building 11 speculative units at various price points to 
maximize buyer traffic and sales velocity prior to marketing the property to 
developers. 
  

After the presentation, the Board engaged in a robust discussion of the investment.  
 
BROWN BROTHERS HARRIMAN MANAGER REVIEW 

 
Messrs. Bill Enright and Michael Keller discussed ACERS’ $91.6 million investment in 
the BBH Core Select strategy.  Performance, net of fees, as of February 28, 2015 was:   
 

(%) YTD 1 Year Since Inception 

ACERS 0.6   9.0 16.5 
S&P 500 2.6 15.5 22.2 
 

Mr. Keller acknowledged that performance has lagged as BBH has remained disciplined 
in executing its value oriented investment strategy in a bullish market.  Specifically, Mr. 
Keller noted that BBH was not willing to reduce the business quality or margin of safety 
requirements necessary to put a stock in the portfolio and that the higher than normal 
cash position expresses the scarcity of attractive investment opportunities.  Generally, 
the strategy can be expected to outperform in weak markets and seeks to achieve 
strong long-term investment returns on an absolute basis over a full market cycle.  As 
ACERS funded the strategy at the end of 2012, the performance results do not yet 
reflect a full market cycle.  Since ACERS inception, portfolio volatility has been roughly 
in line with expectations of 85% of the S&P 500 index. 
 
The strategy currently holds 29 stocks and the overall portfolio is valued at 
approximately 85% of the firm’s view of its intrinsic value based on proprietary 
discounted cash flow analyses. The current cash position is higher than typical as a 
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result of a lack of attractively discounted investment options in light of the strong equity 
market. Mr. Keller indicated that despite the valuation and liquidity excesses, BBH is 
confident that their investment approach will continue to protect investors’ capital and 
compound wealth over the long-term. 
 
A discussion ensued after BBH’s presentation in which concerns were expressed 
regarding the similarity of the portfolio composition to other strategies held by ACERS 
and the strategy’s underperformance over an albeit short time period.  
 
SCENARIO ANALYSIS 
 
Ashford Consulting presented an analysis that incorporated five potential economic 
scenarios (Moderate Growth, Strong Growth, Monetary Inflation, Normal Recession, 
Liquidity Crisis/Deflation).  For each scenario, possible causes and the potential impacts 
on various asset classes were discussed.  Finally, Ashford provided sample portfolio 
reallocations for each scenario along with the expected changes to the portfolio’s 
estimated risk and return metrics.  A discussion ensued.  Mr. Alt requested that Ashford 
update the investment decision analysis presented at the January 2014 off-site which 
analyzed the impact of the Board’s investment decisions on the portfolio’s performance.  
 
ANNUAL MANAGER FEE ANALYSIS 
 
Ashford Consulting presented the findings of its annual fee analysis, noting that total 
fees as a percentage of assets are 0.43%, an increase of .02% from last year.  Total 
estimated fees based on year end 2014 assets are $8.6 million, up from $7.7 million last 
year.  The bulk of the increase in estimated fees is due to the increased size of the fund 
and new private equity commitments.  ACERS’ fees are lower in 8 of 11 liquid asset 
classes when compared to eVestment Alliance manager universes’ median fees. 
  
OTHER BUSINESS 

 
Staff noted: 
 

 ACERS will be issuing a Request for Proposal (RFP) for investment 
consulting services.  The RFP will be distributed in April.  After review and 
interviews with selected applicants, finalists will present at the July Board 
meeting. 

 Legal review and negotiations with Franklin Park regarding the 2015 
Venture Series fund are expected to be completed by the middle of April. 

 Implementation of the $35 million allocation to Brahman Partners IV is 
underway.  The $15 million transfer from the Vanguard Institutional Index 
Fund is complete and the $10 million dollar reductions to both Baillie 
Gifford and T. Rowe Price Global Growth are scheduled for May 1. 

 Implementation of the $50 million to the Northern Trust Aggregate Bond 
Index is underway.  The $30 million transfer from the Vanguard 
Institutional Index is complete and the $20 million transfer from Oaktree 
International Convertibles will be completed on April 7. 
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 The new financial analyst position is in the process of being posted.  Staff 
proposed that the Retirement Office be reconfigured at a cost of $5,000 to 
$6,000 to accommodate two cubicles.  The Board concurred with the 
proposal. 

 The Retirement Office has received a disability appeal request.  The case 
will be presented to the Board at the May 7, 2015 meeting.  
 

INVESTMENT RELATED 
 

A. Fund Balance for February 
 
ADMINISTRATIVE ITEMS 
 

A. Calendar of Events 
B. Consultant ADV/SEC Questionnaire Review 
C. March 4 Training Session Minutes 

 
ADJOURNED 
 
There being no further business, the meeting adjourned at 10:40 AM. 
 

Respectfully submitted,   
   

       Susan Bomberg 
       Secretary to the Board 
 


