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    ARLINGTON COUNTY VIRGINIA 

EMPLOYEES’ RETIREMENT SYSTEM     
Board of Trustee Meeting Minutes 

June 6, 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 

Ms. Michelle Cowan, Treasurer (arrived 8:01 AM) 
Mr. Jon Kinney (arrived 8:01 AM) 
Mr. Rich Alt (arrived 8:01 AM)      
Mr. Peter Maier         

Substitute Member   
Present:   Mr. Wayne Rhodes  
    Mr. Alex Iams 
 
Substitute Member  
Absent:   Mr. Jimmie Barrett, Asst. 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. Bruce Veaco, Focused Investors 
Mr. Jim McGovern, Franklin Park 
Mr. Michael Brand, Franklin Park    

    
CONSENT LIST 
 
A motion to approve the consent list, consisting of the May 2, 2013 meeting minutes, 
the fiscal year 2014 budget, the OPEB Trusts Investment Policy Statement and the 
Northern Trust Authorized Persons Resolution, was offered by Mr. Dennis and 
seconded by Ms. DeGray.  The motion passed unanimously with a vote of 5-0 with Ms. 
Cowan and Mr. Kinney not yet present. 
 
FOCUSED INVESTORS 
 
Mr. Bruce Veaco discussed ACERS’ $91.9 million investment as well as the firm’s 
fundamental research, valuation techniques and portfolio construction process.  
Focused Investor’s process remains consistent, favoring companies with strong 
competitive advantages, significant free cash flow, simple, understandable business 
models and competent, shareholder oriented managements.  The strategy seeks to 
purchase stocks at a 20-40% discount to their view of intrinsic value and sell at or near 
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intrinsic value.  The result is a low turnover, concentrated portfolio of 15-25 high quality, 
large cap value stocks.  Focused Investors’ performance vs. its benchmark as of April 
30, 2013 follows: 
 
                   Since 
(%)                        Year-To-Date        Inception* 
Focused Concentrated Value (Gross)  16.3    16.0 
Focused Concentrated Value (Net)  16.1    15.4 
Russell 1000 Value Index              14.0                        15.6             
 
* November 18, 2010 

 
Given strong equity markets, Mr. Veaco noted that finding attractively valued new 
stocks has been difficult, but that existing holdings are reweighted based on valuations.  
Currently, the portfolio is valued at an estimated $0.75 on the dollar, higher than the 
typical average of $0.65 on the dollar, reflecting overall market valuations.  There was a 
general discussion of the types of companies typically held in the portfolio and the 
appropriateness of the benchmark, given the lower risk nature of the strategy. 
 
ASHFORD QUARTERLY REVIEW AND MARKET UPDATE 
 
Total fund returns for various time periods ending March 31, 2013 were: 
 
(%)    1 Qtr 1 Yr  5 Yrs 10 Yrs 

Total Fund (Gross) 6.1 11.2  6.0 9.2 
Total Fund (Net(a)) 6.0 10.8  5.6 8.9 
Policy Benchmark(b,c) 4.9   9.4  5.4 7.7 
CPI +3% Annualized 2.3   5.0  5.2 5.9 
 
(a) Gross returns adjusted downwards for current annual fee rate per annual fee review and analysis, assuming all 

fees deducted quarterly.  
(b) Effective 10/1/07: 40% Ru3000, 17.5% MSCI ACWI ex-US, 39% BC Universal, 1.5% Barclays TIPS, 2% T-Bills 
(c) Subsequent to the meeting, an error in the production of the benchmark was corrected; the table above reflects 

the corrected figures. 

 
The primary driver of ACERS’ 1.1% net outperformance versus the benchmark for the 
quarter was the strong performance of US and developed non-European market 
equities. Relative to a public funds peer group, ACERS’ performance was in the 21st 
percentile for the quarter.  Longer term performance ranks in the top 39%, 21% and 
12% on a 3, 5 and 10 year basis, respectively. 
 
The fund’s estimated diversified risk level remained at 61 during the quarter.  This 
compares to a benchmark estimated diversified risk of 58 and the top of the policy risk 
band at 65.  
 
SUPPLEMENTAL PORTFOLIO SUMMARY REPORT 
 
Ashford Consulting discussed the current market environment and introduced a 
supplemental portfolio report.  Positive factors identified included continued global 
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central bank accommodation, a firming of the US economy, a potentially receding 
European crisis, reasonable equity valuations and strong corporate balance sheets.  On 
the negative side of the ledger, low bond yields and the attendant risk in fixed income, 
slowing earnings momentum, Eurozone valuations potentially ahead of fundamentals 
and remaining structural issues related to sovereign debt levels were noted.  A robust 
discussion followed on the probability for significant inflation as a result of the Federal 
Reserve’s accommodative stance and other matters.  During the discussion, it was 
suggested Ashford and staff provide an updated scenario analysis for the Board’s July 
session. 
 
Ashford introduced a new report that summarizes key characteristics of the fund 
including risk index, liquidity, cash flows, asset allocation and estimated performance.  
This summary is available on a more timely basis than current reports and will be 
provided at each monthly meeting reflecting data the prior month end. 
 
PRIVATE INVESTMENT PACING ANALYSIS 
 
Mr. Jim McGovern and Mr. Michael Brand of Franklin Park presented a private 
investment pacing analysis.  Key inputs included ACERS’ existing private investments, 
a 15% cap on illiquid investments, including unfunded commitments, as a percent of the 
total fund and a 5 to 7 year time frame to build a program.  Franklin Park recommended 
that ACERS commit $40-50 million per year, noting that the plan and pacing will be 
reviewed annually.  Critically, Mr. McGovern noted that actual investment in a given 
year could be below the recommended annual levels if suitable investments are not 
available. 
 
After the presentation, in response to trustee questions, Mr. Zito reiterated that each 
investment contemplated would be recommended based on its merits and that the 
relationship with Franklin Park was non-discretionary with the Board’s approval required 
prior to making any investment.  Idea generation and the due diligence process were 
also discussed.   
 
KEY INITIATIVES UPDATE/OTHER BUSINESS 
 
Mr. Zito briefed the Board on the status of the Arsenal Real Estate investment in 
response to a query from Mr. Kinney, noting that significant progress had been made on 
the physical development of the Newport Beach Club site, but that this summer’s selling 
season would be the real test.  A staff member will be attending the partnership’s 
annual meeting in July.  
 
A revised draft of the Private Investment Policy Appendix, based on feedback from the 
May 2013 meeting discussion was presented.  No further changes were suggested and 
it was agreed to include the policy for formal approval on the July meeting consent list. 

 
Ms. Stenroos provided an update on the custody conversion to Northern Trust.  The 
master contract has been reviewed by both the County Attorney’s Office and outside 
counsel (Troutman & Sanders).  With no significant legal issues remaining, it is 
anticipated the contract will be executed by mid-June.  Other documentation and 
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operational planning for the conversion are proceeding on schedule for a July 1, 2013 
cutover.  
 
A training session held the night before the meeting was attended by six trustees.  
Messrs. Gooderham and Musto discussed commodity index investing.  
 
CONSULTANT REVIEW 
 
Mr. Brunner shared with Mr. Gooderham and Mr. Musto of Ashford Consulting the 
results of consultant evaluation forms completed by Board members.  Overall, the 
Board was pleased with the services of Ashford Consulting.   

 
INVESTMENT RELATED 
 

A. April Fund Balance Report 
B. County Board Update as of March 31, 2013 

 
ADMINISTRATIVE ITEMS 
 

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


