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    ARLINGTON COUNTY VIRGINIA 

EMPLOYEES’ RETIREMENT SYSTEM     
Board of Trustee Meeting Minutes 

December 6, 2013 
 
The Secretary of the Board, Ms. DeGray, called the meeting to order at 8:03 AM, in 
Conference Room 511C at 2100 Clarendon Boulevard.   
 
Voting Members Present: Mr. Rich Alt, Vice President (arrived 8:12 AM)  

Ms. Sandy DeGray, Secretary  
Ms. Michelle Cowan, Treasurer  

    Mr. Ken Dennis 
Mr. Jon Kinney  
Mr. Peter Maier         

Substitute Members  
Present:   Mr. Wayne Rhodes 
    Mr. Jimmie Barrett, Asst. Treasurer 
 
Voting Members  
Absent:   Mr. Michael Brunner, President 
 
Substitute Member 
Absent:   Mr. Alexander Iams 
 
Various Times:  Mr. Daniel Zito, Executive Director 
    Ms. Randee Stenroos, Asst. Director 
    Ms. Susan Bomberg, Accountant 
    Mr. Rob Gooderham, Ashford Consulting 
    Mr. Larry Keele, Oaktree 
    Mr. Abe Ofer, Oaktree 
    Mr. Thomas (TR) Rey, Clifton Larson Allen 
    Mr. Scott Tolliver, Clifton Larson Allen 
CONSENT LIST 
 
A motion to approve the consent list, consisting of the November 7, 2013 meeting 
minutes was offered by Mr. Dennis and seconded by Mr. Maier.  The motion passed 
with a vote of 5-0, with Mr. Kinney abstaining as he missed a portion of the prior 
meeting. 
    
INTEREST RATE ON MEMBER CONTRIBUTIONS 
 
Under provisions of the County Code, the Board sets the interest rate to be applied to 
each member’s contribution account annually based upon the interest earned by the 
System’s assets during the preceding year, subject to a 6% cap.  Mr. Dennis expressed 
concerns with Staff’s recommendation of 2%, noting the System’s significantly higher 
investment returns. After discussion, a motion was offered by Ms. Cowan, and 
seconded by Mr. Maier, to set the crediting interest on member account balances for 
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calendar year 2014 at 2%.  This motion passed with a vote of 5-1, with Mr. Dennis 
dissenting.   
 
OAKTREE CONVERTIBLES STRATEGIES REVIEW 
 
Mr. Keele noted that Oaktree’s goal of investing in convertibles is to capture the vast 
majority of the performance of equities with reduced volatility.  The convertibles market 
has seen accelerating new issuance due to rising equity prices, making the convertible 
structure more attractive to companies than straight debt issuance.  Mr. Keele noted he 
is able to find securities that fit the portfolio’s investment parameters and maintains a 
consistent sell discipline, which has limited performance returns in a rapidly rising stock 
market.  Mr. Ofer discussed the international convertible mandate noting that conditions 
in that market were broadly similar to those faced by the domestic mandate managed 
by Mr. Keele and his team.  He noted that returns were impacted by the bankruptcy of a 
holding in March due to fraudulent activity.  
 
Below are performance results for both the domestic and international strategies as of 
October 31, 2013.   
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         2013 (10 
months) 19.4% 
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7.0% 
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         Since inception  
        (annualized) 7.1% 

 
5.7% 

 
7.8% 

 
7.1% 

 

         Note: Returns are net of fees 
       

 
ASHFORD QUARTERLY PERFORMANCE REVIEW 
 
Ashford Consulting presented the third quarter performance review.  Net performance 
for the quarter was 4.9%, outperforming the benchmark by 0.3%.  Fiscal year net 
performance was 13.2%, outperforming the benchmark by 2.5%.   
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Fund returns for various time periods ending September 30, 2013 were: 
 
(%)    1 Qtr 1 Yr  5 Yrs 10 Yrs 

Total Fund (Gross)  5.0 13.6  9.6 8.0 
Total Fund (Net*)  4.9 13.2  9.2 7.6 
Policy Benchmark **  4.6 10.7  8.2 6.8 
CPI + 3.5% Annualized  1.2   4.7  4.9 5.9 
      
 
* Gross returns adjusted downwards for current annual fee rate per annual fee review and analysis, 
assuming all fees deducted quarterly.  
**Effective 10/1/07: 40% Ru3000, 17.5% MSCI ACWI ex-US, 39% BC Universal, 1.5% Barclays TIPS, 2% T-Bills 

 
The primary driver of ACERS’ 0.3% quarterly net outperformance was the strong 
performance of US equities, offset by weak returns early in the quarter in emerging 
markets and bonds.   
 
Due to the change in custodians at the beginning of the fiscal year, peer performance 
data from the TUCS universe was not available as of the presentation date.  In the 
ensuing discussion, Messrs. Gooderham and Zito noted the value of the data included 
in the TUCS reports, and compared the relative size of the TUCS and Northern Trust 
data sets.  Mr. Alt moved to authorize the Executive Director to execute a contract for 
TUCS reporting, not exceeding two years in duration.  The motion was seconded by Mr. 
Dennis and passed 6-0.  At Mr. Kinney’s suggestion, it was agreed to use both data 
sets for a time period to see if there were significant differences in the usefulness of the 
information and conclusions drawn. 
 
The fund’s estimated diversified risk level increased to 63 by the end of the quarter.  
This compares to a benchmark estimated diversified risk of 58 and the top of the policy 
risk band at 65.  
 
ASSET ALLOCATION RECOMMENDATION 
 
In light of the continued increase in the fund’s overall risk level, which was estimated to 
be 64 toward the end of November, Mr. Gooderham recommended the reallocation of 
$25 million from the Oaktree Domestic Convertible account and to the Vanguard Short 
Term Federal fund.  In addition to reducing the fund’s estimated risk to 62.9, the 
reallocation would also trim exposure to small cap securities and lower grade credit, two 
areas of the market that have been strong performers.  Mr. Alt moved to approve the 
$25 million reallocation from the Oaktree Domestic strategy to the Vanguard Short Term 
Federal Fund and authorize staff to take the necessary actions to implement. The 
motion was seconded by Mr. Dennis.  After further discussion, the motion failed with a 
vote of 2-4, with Ms. Cowan, Ms. DeGray, Mr. Kinney and Mr. Maier dissenting. 
  
FY2013 AUDIT FINDINGS & CAFR SUBMISSION 
 
Mr. Rey presented Clifton Larson Allen’s report on the audit of ACERS’ financial 
statement for the fiscal year ended June 30, 2013.  The audit revealed no management 
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issues.  Based on this, Clifton Larson Allen issued an unmodified opinion that the 
financial statements are presented fairly, in all material respects and in conformity with 
U.S. Generally Accepted Accounting Principles.  Mr. Rey noted that GASB 67, Financial 
Reporting for Pension Plans, will affect the System’s financial reporting starting this 
fiscal year.  GASB 68, Accounting and Financial Reporting for Pensions, will affect the 
County’s financial statements as the System’s sponsor, beginning in fiscal year 2015.  A 
discussion on auditing valuations for alternative investments took place. 
 
Staff left the room and the Board had further discussions with Mr. Rey and Mr. Tolliver.  
Upon staff’s return, a motion was offered by Mr. Alt and seconded by Mr. Dennis to 
approve the 2013 Comprehensive Annual Financial Report (CAFR) as submitted. This 
motion passed unanimously by a vote of 6-0.  
 
KEY INITIATIVES UPDATE/OTHER BUSINESS 
 
Staff noted: 
 

 The actual expenses for the quarter ended September 30, 2013 were 
approximately $200,000 under budget primarily due to lags in investment 
managers and custody billings.   

 All Board members should submit either the Statement of Economic Interests or 
Financial Disclosure Statement by January 15, 2014 to the County Board Office.   

 The contract with Thornburg Multisector Opportunistic Strategy has been 
reviewed by outside counsel and an initial $20 million tranche has been funded.  
The second tranche of $30 million will be funded on December 13. 

 The side letter for the Altaris Health Partners III, LP, is currently being negotiated 
and completion is expected in the next few weeks. 

 A draft of the Retirement Fund Annual Summary was presented to the Board for 
review.  The Board suggested several revisions which will be incorporated in the 
final document. 

 A training session attended by four Board members was held on December 5 
regarding Commodity Trading Advisors. 

 An annual off-site will be held in January 4, 2014 from 9:30 AM to 2 PM at the 
Navy League Building.  Topics will include an analysis of investment actions 
taken and not taken over the past several years. 

 Kiltearn Partners will present at the February meeting, at which time Ashford 
Consulting will make a formal investment recommendation.    

 
PERSONNEL DISCUSSION 
 
A motion was offered by Ms. DeGray, seconded by Ms. Cowan, and passed 
unanimously (6-0), 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 10:50 AM. 
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The Board returned to open session at 11:06 AM.  On a motion by Ms. Degray, 
seconded by Mr. Dennis, and carried by a vote of 6-0, the voting recorded as follows: 
 

Member  Vote 
Mr. Dennis  Aye 
Ms. DeGray  Aye 
Ms. Cowan  Aye 
Mr. Maier  Aye 
Mr. Alt   Aye 
Mr. Kinney  Aye 

 
The Board 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. 
 
A motion to accept the Personnel Committee's recommendation was made, seconded 
and passed unanimously with a vote of 6-0. 
 
INVESTMENT RELATED 
 

A. Fund Balance for October 
B. County Board Update (as of 9/30/13) 

 
ADMINISTRATIVE ITEMS 
 

A. Retirement Office Budget Variance Report 
B. Calendar of Events 

 
ADJOURNED 
 
There being no further business, the meeting adjourned at 11:10 AM. 
 

Respectfully submitted,   
   

       Susan Bomberg 
       Secretary to the Board 
 
 
 
 
 
 
 
 
 
 
 
 


