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    ARLINGTON COUNTY VIRGINIA 

EMPLOYEES’ RETIREMENT SYSTEM     
Board of Trustee Meeting Minutes 

October 3, 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 
    Ms. Michelle Cowan, Treasurer (arrived 9:25 AM) 
    Ms. Sandy DeGray, Secretary 

Mr. Jon Kinney  
Mr. Rich Alt (arrived 8:25 AM) 
Mr. Peter Maier         

Substitute Member   
Present:   Mr. Jimmie Barrett, Asst. Treasurer (left 11:00 AM) 

Mr. Wayne Rhodes 
    Mr. Alex Iams 
 
Voting Member Absent: Mr. Ken Dennis, Vice President  
 
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. Shawn Driscoll, T. Rowe Price  
    Mr. Brian Dausch, T. Rowe Price 
    Mr. Brad Meeker, T. Rowe Price 

Mr. Jonathon Roth, Abbott Capital 
Ms. Mona Marquardt, Abbott Capital 
Mr. Jason Brady, Thornburg 

    Mr. Tim Hill, Thornburg 
    Mr. Gene Kalwarski, Cheiron 
    Mr. Kevin Woodrich, Cheiron 
    Mr. Patrick Nelson, Cheiron 
        
CONSENT LIST 
 
A motion to approve the consent list, consisting of the September 5, 2013 meeting 
minutes was offered by Mr. Barrett and seconded by Ms. DeGray.  The motion passed 
unanimously with a vote of 6-0 with Ms. Cowan not yet present. 
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T. ROWE PRICE NATURAL RESOURCES REVIEW 
 
Messrs. Shawn Driscoll, Brian Dausch and Brad Meeker presented an update on the T. 
Rowe Price Natural Resource Fund in which ACERS had $29.1 million invested as of 
August 31, 2013.  
 
Effective October 1, Mr. Driscoll replaced Mr. Tim Parker as portfolio manager for the 
strategy.  Mr. Parker remains at the firm in a senior role.  The following summarizes the 
investment’s performance as of August 31, 2013: 
 

(%) 1 year 3 years 5 years 
Since 

Inception 
    

Arlington (Net) 10.2 7.5 -2.2 9.6     
Benchmark   8.5 5.5 -3.9 9.3     

 
Mr. Driscoll discussed his thesis that the commodity cycle ended in 2011, largely due to 
significant incremental production of oil and gas from the US impacting the cost curves 
for energy and other commodities.  Against this back drop, a significant portion of the 
portfolio is invested in the domestic energy sector, focused on companies providing 
infrastructure required to extract and transport oil.  Mr. Driscoll also expressed optimism 
about the US consumer and in particular, consumption of consumer goods that are 
impacted by falling energy prices, supporting the fund’s holdings in packaging and 
specialty chemicals.  Finally, Mr. Driscoll noted his view that the US could be self-
sufficient regarding oil by the end of the decade with improved extraction techniques 
and limited government regulation. 
 
A discussion on the merits of the strategy ensued. 
 
FIXED INCOME INVESTMENT RECOMMENDATION 
 
Following Ashford Consulting’s introduction of Thornburg’s Multisector Opportunistic 
Strategy at the September meeting, Mr. Jason Brady and Mr. Tim Hill provided a 
thorough review of the firm and strategy. 
 
Located in Santa Fe, NM, Thornburg is privately held and managed by 37 directors, 
employs 250 people, manages $86 billion and enjoys low staff turnover.  Mr. Brady 
stressed that the firm’s “global generalist” research approach as a key differentiating 
factor from the specialized “silo” approach used by the majority of investment firms.  
The strategy focuses total return using a relative value approach to construct a 
diversified portfolio designed to perform under many economic and market 
environments.  To do so, the portfolio includes a core of fundamentally attractive credit 
names (approx. 40-60% of the portfolio), defensive names (approx. 20-30%) and 
opportunistic or out of favor names (approx. 20-30%).  Turnover typically runs about 
30%. 
 
After Thornburg’s presentation, Ashford Consulting presented a recommendation that 
the Board allocate $50 million to Thornburg Multisector Opportunistic Strategy funded 
by $30 million from Loomis Sayles, $10 million from T. Rowe Price Floating Rate Fund 
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and $10 million from the Cash account.  Mr. Gooderham emphasized that this would 
diversify ACERS’ fixed income position and lower duration with similar overall credit 
risks.  It was noted that, if approved, ACERS would be one of the first separate 
accounts for this strategy.  
 
After additional discussion, Mr. Brunner moved, and Mr. Barrett seconded, that the 
Board accept Ashford’s recommendation to reduce the Loomis Sayles account by $30 
million, the T. Rowe Price Floating Rate Fund by $10 million and the Cash account by 
$10 million and invest the proceeds in the Thornburg Multisector Opportunistic Strategy 
and authorize staff to take the necessary actions to implement the reallocation.  The 
motion passed with a vote of 6-0-1, with Ms. Cowan abstaining as she was not present 
for the entire discussion. 
 
ABBOTT CAPITAL 
 
Mr. Roth and Ms. Marquardt provided a firm update and reviewed the System’s 
investment in Abbott Funds lV, V and VI.  Mr. Roth highlighted Abbott’s sole private 
equity focus, stability of staff, independent ownership, rigorous due diligence process 
and emphasis on staying the course. Abbott’s high-conviction portfolios seek 
diversification by industry and geography, commitments over three to five vintage years 
and a concentration of 30-35 “best of breed” investments. Their investments are in 
venture capital, growth equity, buyouts and special situations. The following summary is 
as of March 31, 2013: 
 
Attribute Abbott lV Abbott V Abbott VI 
ACERS Commitment  $50.0 M $8.0 M $25.0 M 
Latest Valuation  $31.2 M $6.1 M  $8.6 M 
% Distributed 86.0% 26.5% None 
Total Value $74.2 M $8.2 M $8.6 M 
Net IRR 11.1% 5.2% NM 
Net Multiple  1.6X 1.2X 1.0X 
 

Abbott shared its views on the private equity marketplace, and discussed expectations 
for each fund, highlighting some of the underlying investments.  Mr. Roth noted that 
Abbott IV, originated in July 2001, is in extension until June 2014.  If the fund extends 
past year 15, no additional fees will be assessed to partners.  
 
ACTUARIAL VALUATION STUDY REVIEW 
 
Messrs. Gene Kalwarski, Kevin Woodrich and Patrick Nelson of Cheiron reviewed key 
findings from the System’s July 1, 2013 Actuarial Valuation.  Mr. Kalwarski emphasized 
ACERS has weathered the challenging economic and financial market environment 
extremely well compared to most public pension funds, noting that ACERS’ funded ratio 
was 92% at July 1, 2013.  Cheiron recommended a county contribution rate for Fiscal 
Year 2015 of 23.1% and no changes to the current economic (7.5% rate of return, 4% 
inflation) or demographic assumptions. All the assumptions will be reevaluated when 
the experience study to be performed in 2014 is complete.  
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A motion to accept these recommendations was offered by Mr. Maier and was 
seconded by Ms. Cowan.  In the ensuing discussion, Mr. Kinney indicated his view that 
the current economic assumptions do not reflect today’s environment and that the 
Board should consider reducing the assumed rate of return and inflation assumptions 
for the next 3 years.  After further discussion, the motion passed with a vote of (6-1), 
with Mr. Kinney dissenting.  
 
KEY INITIATIVES UPDATE/OTHER BUSINESS 
 
Staff noted: 
 

 Mr. Zito and Ms. Stenroos will meet with a private equity firm on October 10 for 
further due diligence.  

 A draft of the Fiscal Year 2013 Comprehensive Annual Financial Report (CAFR) 
was submitted to the Board.  The auditor is reviewing the draft. 

 Mr. Zito was a speaker at an ACREA (Arlington County Retirement Employee 
Association) presentation with an audience of about 100 retirees. 

 
ELECTION OF BOARD OFFICERS 
 
In accordance with the Arlington County Code, the Board held its election of officers.  
Mr. Brunner asked Mr. Rhoades to conduct the election.Mr. Maier made a motion to 
nominate the current slate of officers, with the exception of Mr. Dennis as Vice 
President.  This motion was seconded by Mr. Kinney and passed unanimously 6-0 with 
Messrs. Barrett and Dennis absent. 
 
Mr. Barrett was nominated for Vice President and elected unanimously 6-0, contingent 
upon verification by the County Attorney’s office regarding the Code’s allowance of a 
Substitute Trustee serving in this position. 

 
INVESTMENT RELATED 
 

A. August Fund Balance Report 
 
ADMINISTRATIVE ITEMS 
 

A. September 4 Education Session Minutes 
B. Calendar of Events 

 
 
ADJOURNED 
 
There being no further business, the meeting adjourned at 11:23 AM. 
 

Respectfully submitted,   
   

       Susan Bomberg 
       Secretary to the Board 


