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    ARLINGTON COUNTY VIRGINIA 

EMPLOYEES’ RETIREMENT SYSTEM     
Board of Trustees Meeting Minutes 

May 1, 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 

Mr. Richard Alt, Vice President (arrived at 8:05 AM)  
Ms. Sandy DeGray, Secretary  

     Mr. Jon Kinney  
Mr. Peter Maier         

 
Substitute Members  
Present:    Mr. Wayne Rhodes (arrived 8:46 AM) 
     Mr. Jimmie Barrett, Asst. Treasurer 
     
Voting Members Absent:     Ms. Michelle Cowan, Treasurer 
     Mr. Ken Dennis 
 
Substitute Member Absent:  Mr. Alexander Iams 
 
Various Times:   Mr. Daniel Zito, Executive Director 
     Ms. Randee Stenroos, Asst. Director 
     Ms. Susan Bomberg, Accountant 
     Mr. Garry Musto, Ashford Consulting 
     Mr. Seth Yablonovitz, Ashford Consulting 
     Mr. Scott Nisbet, Baillie Gifford 
     Ms. Sarah Devlin, Baillie Gifford 
     Mr. Christian Paaskesen, Sanderson 
     Mr. Mark Lightfoot, Sanderson 
     Ms. Holly Harralson, Sanderson    
  
CONSENT LIST 
 
A motion to approve the consent list, consisting of the April 3, 2014 meeting minutes, 
was offered by Mr. Kinney and seconded by Ms. DeGray.  The motion passed with a 
vote of 5-0, with Ms. Cowan absent and Mr. Alt (and his substitute Mr. Rhodes), not yet 
present.   
 
BAILLIE GIFFORD GLOBAL GROWTH FUND REVIEW 
 
Ms. Devlin and Mr. Nisbet reviewed the Long Term Global Growth (LTGG) strategy in 
which ACERS had $124 million invested as of March 31, 2014.  Since the mandate’s 
November 2007 inception, the annual investment return, net of fees, of 5.3% compares 
to a benchmark return of 2.9% as of March 31, 2014.  For the five years ended March 
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31, 2014, the annualized net investment performance of 22.4% exceeds the benchmark 
by 300 basis points. 
 
Ms. Devlin noted that James Anderson has returned from sabbatical and a member 
from another Baillie Gifford desk and a new employee have joined the LTGG team.  
Additionally, the fund has reopened to new clients after having been closed for several 
years.  Mr. Nisbet and Ms. Devlin discussed the strategy’s growth oriented tenets and 
discussed several of the companies in detail.  The Board expressed continued comfort 
with the firm and the strategy. 
 
SANDERSON ASSET MANAGEMENT FUND REVIEW 
 
Ms. Harralson and Messrs. Paaskesen and Lightfoot reviewed ACERS $81 million 
International Value investment.  Ms. Harralson noted the addition of a new investment 
analyst.  The firm continues to manage its capacity to $5 billion in net client 
contributions and thus, is only accepting inflows as existing positions are redeemed.  As 
of March 31, 2014, the portfolio’s annualized net of fee returns of 22.3% and 23.7%, for 
one year and since inception, respectively, compare to 17.6% and 18.6% benchmark 
returns for the same time periods.   
 
Mr. Paaskesen reiterated the strategy, emphasizing that the stock selection process is 
driven by both valuation and quality considerations based on fundamental bottoms-up 
research and rigorous financial statement analysis.  The strategy typically holds 65-75 
names with an average holding period of 5-7 years.  Several specific holdings were 
discussed in detail as was the strategies sell discipline.  Mr. Paaskesen noted that in 
light of current market valuations, reinvesting proceeds from sales can be challenging 
as good opportunities are harder to identify.      
  
ANALYZING THE POTENTIAL ROLE OF HEDGE FUNDS 
 
Mr. Yablonovitz of Ashford discussed hedge funds, including their definition, purpose, 
risks and highlighted several, generic investment strategies.  Hedge funds are distinct 
investments executed by individual managers with their own unique objectives and 
strategies.  Hedge funds offer the potential to improve the overall risk and return 
characteristics of the total fund via reduced volatility and correlation.  High fee 
structures, illiquidity, limited transparency, use of unconventional strategies, complexity 
and regulatory and compliance risk are key risks.  Mr. Yablonovitz concluded that 
judiciously selected hedge funds could be an attractive addition to ACERS investment 
program by improving the risk and return characteristics of the fund.  An active 
discussion ensued. 
 
KEY INITIATIVES UPDATE/OTHER BUSINESS 
 
Mr. Zito noted: 

 Staff continues to conduct due diligence on several possible private equity 
candidates.  
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 The SEC has served Northern Trust with a subpoena regarding securities 
lending collateral reinvestment.  He noted that, as structured, ACERS’s securities 
lending program only accepts non-cash collateral, specifically, U.S. government 
securities, and is thus not subject to cash reinvestment risk.  

 Board members should complete their consultant review feedback and return 
them to the Retirement Office by May 23. 

 The proposed 2015 Retirement Office budget of $9.48 million is approximately 
30% higher than the FY14 budget and forecast, driven primarily by better than 
planned asset growth (and, thus, higher fees) and the treatment of partnership 
investment manager fees as an explicit line item in the FY15 budget. 
 

INVESTMENT RELATED 
 

A. March Fund Balance Report 
B. County and School OPEB Performance 

 
ADMINISTRATIVE ITEMS 
 

A. T. Rowe Price Trip Report 
B. Calendar of Events 

 
ADJOURNED 
 
There being no further business, the meeting adjourned at 10:50 AM. 
 

Respectfully submitted,   
   

       Susan Bomberg 
       Secretary to the Board 
 
 
 
 
 
 


