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    ARLINGTON COUNTY VIRGINIA 

EMPLOYEES’ RETIREMENT SYSTEM     
Board of Trustees Meeting Minutes 

June 5, 2014 
 
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 

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

     Mr. Ken Dennis 
Mr. Jon Kinney (arrived 8:10 AM)  
Mr. Peter Maier         

      
Voting Member Absent:      Mr. Richard Alt 
 
Substitute Member Absent:  Mr. Alexander Iams 
     Mr. Jimmie Barrett, Asst. Treasurer 
     Mr. Wayne Rhodes  
 
Various Times:   Mr. Daniel Zito, Executive Director 
     Ms. Randee Stenroos, Asst. Director 
     Ms. Susan Bomberg, Accountant 
     Mr. Rob Gooderham, Ashford Consulting 
     Mr. Tom Teneza, Vanguard 
     Mr. Edward Saracino, Vanguard 
     Mr. Jim McGovern, Franklin Park 
     Mr. Michael Brand, Franklin Park 
CONSENT LIST 
 
A motion to approve the consent list, consisting of the May 1, 2014 meeting minutes and 
the fiscal year 2015 budget, was offered by Ms. Cowan and seconded by Ms. DeGray.  
The motion passed with a vote of 4-0-1, with Mr. Kinney not yet present and Mr. Dennis 
abstaining as he was not present at the May meeting. 
 
VANGUARD MANAGER REVIEW 
 
Messrs. Edward Saracino and Tom Teneza of Vanguard discussed ACERS’ County and 
School OPEB Trusts, which had balances of $65.6 million and $30 million, respectively, 
as of March 31, 2014.  The assets of both trusts remain invested in the Wellington Fund, 
which returned 14.5% over the last twelve months, versus a 14.1% benchmark return.   
 
Mr. Saracino provided an overview of Wellington’s investment process.  The fund has a 
balanced asset allocation, targeting 60-70% equities and 30-40% bonds.  The equity 
investment philosophy is that quality companies in out of favor industries tend to generate 
above average return on capital.  These companies are identified via a bottoms-up, 
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fundamentally oriented research process.  The low turnover portfolio is well diversified.  
The bond strategy marries a top down approach with fundamental sector themes and 
focuses on investment grade credits and government issues. Risk controls were 
discussed. 
 
In addition to the OPEB holdings, the System’s $67 million Short-Term Federal Fund, 
$329 million Institutional Index Fund and the $109 million Dividend Growth Fund positions 
were discussed.  The Short-Term Federal Fund seeks capital preservation and current 
income; currently, over 90% of the Fund is short-term US Government bonds.  The 
Institutional Index Fund seeks to replicate the S&P 500 in a low-cost vehicle.  Finally, the 
Dividend Growth Fund, consisting of stable large-cap, dividend paying stocks selected 
via fundamental analysis, seeks both income and capital appreciation.    
 
FRANKLIN PARK VENTURE VEHICLE INTRODUCTION 
 
Messrs. McGovern and Brand discussed the challenges associated with venture capital 
investing and provided details on Franklin Park’s in-house venture capital fund-of-funds 
vehicle.  Mr. McGovern noted that venture capital can boost overall portfolio returns, but 
there is high investment risk and manager access challenges.  Franklin Park’s Venture 
Series allows retainer clients access to top decile venture capital managers, which may 
be inaccessible otherwise, at no additional fees.  The 2015 Venture Series has not 
opened yet; the Board will revisit this issue closer to the time of the vehicle’s opening.   
 
ASHFORD QUARTERLY REVIEW AND MARKET UPDATE 
 
Ashford Consulting reviewed the fund’s performance for the quarter ended March 31, 
2014.  Fund returns for various time periods were: 
 
(%)    1 Qtr 1 Year  5 Years 10 Years 

Total Fund (Gross) 2.2 14.5  15.1 7.6 
Total Fund (Net*) 2.1 14.1  14.7 7.2 
Policy Benchmark ** 1.7 11.0  13.9 6.4 
CPI + 3.5% Annualized  2.3   5.0    5.6 5.8 
      

 
* 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 fund’s above benchmark performance for the most recent twelve months was driven 
largely by the underweight to fixed income and overweight to domestic equity coupled 
with manager outperformance.  Relative to a public funds peer group, ACERS’ 
performance was in the 34th percentile for the quarter.  Longer term performance ranks 
in the top 36%, 36% and 25% on a 3, 5 and 10 year basis, respectively. 
 
The fund’s estimated diversified risk level decreased 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.  
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KEY INITIATIVES UPDATE/OTHER BUSINESS 
 
Staff noted: 
 
GASB 67 will be implemented for FY 2015’s CAFR (Comprehensive Annual Financial 
Report) with guidance from Clifton Larson regarding methodology.  The pronouncement 
requires additional disclosure regarding asset allocation and long-term rates of return.  An 
informational session on implementation challenges associated with GASB 67 was held 
on June 4. 
 
In May, staff, along with Mr. Musto, visited Rutabaga and Loomis Sayles, two current 
managers and had an introductory meeting with a fixed income manager.  In addition, 
staff had a due diligence on site meeting with a potential private equity manager.   
 
Cheiron, ACERS’ actuary, will conduct its annual Actuarial Valuation as well as a five year 
Experience Study this year. 
 
CONSULTANT REVIEW 
 
Mr. Brunner shared the results of the Board’s annual consultant evaluation with Mr. 
Gooderham.  Overall, the Board remains pleased with the services of Ashford Consulting.   
 
EXECUTIVE SESSION 
 
A motion was offered by Mr. Brunner, seconded by Mr. Dennis, 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 9:56 AM. 
 
The Board returned to open session at 10:16 AM.  By a vote of 6-0, the voting recorded 
as follows: 
 

Member  Vote 
Mr. Brunner  Aye 
Ms. DeGray  Aye 
Ms. Cowan  Aye 
Mr. Maier  Aye 
Mr. Dennis  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. 
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INVESTMENT RELATED 
 

A. April Fund Balance Report 
B. County Board Update as of March 31, 2014 

 
ADMINISTRATIVE ITEMS 
 

A. Calendar of Events  
B. Trip Report Boston 

 
ADJOURNED 
 
There being no further business, the meeting adjourned at 10:20 AM. 
 

Respectfully submitted,   
   

       Susan Bomberg 
       Secretary to the Board 
 
 
 
 
 
 


