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    ARLINGTON COUNTY VIRGINIA 

EMPLOYEES’ RETIREMENT SYSTEM     
Board of Trustees Meeting Minutes 

October 2, 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. Rich Alt, Vice President (arrived 8:27 AM) 
Ms. Sandy DeGray, Secretary  
Mr. Ken Dennis 
Mr. Jon Kinney  
Mr. Peter Maier         

       
Voting Member Absent:  Ms. Michelle Cowan, Treasurer 
 
Substitute Member Present:  Mr. Jimmie Barrett, Asst. Treasurer  
     Mr. Wayne Rhodes (arrived 8:07 AM) 
     Mr. Alex Iams 
 
Various Times:   Mr. Daniel Zito, Executive Director 
     Ms. Randee Stenroos, Assistant. Director 
     Ms. Susan Bomberg, Accountant 
     Mr. Rob Gooderham, ACG 

Mr. Garry Musto, ACG 
Ms. Amy Rozier, Arlington County HR 

     Mr. Larry Keele, Oaktree 
     Mr. Jean-Paul Nedelec, Oaktree 
     Mr. Alexis Otto, Oaktree 
     Mr. Jay Nogueira, T. Rowe Price 
     Mr. Kurt Umbarger, T. Rowe Price 
     Mr. Brad Meeker, T. Rowe Price 
     Kevin Woodrich, Cheiron 
     Patrick Nelson, Cheiron 
 
 
CONSENT LIST 
 
A motion to approve the consent list, consisting of the September 4, 2014 meeting 
minutes, was offered by Mr. Kinney and seconded by Ms. DeGray.   The motion passed 
by a vote of 5-0, with Ms. Cowan, Mr. Alt and his substitute, Mr. Rhodes, absent. 
 
OAKTREE CONVERTIBLES REVIEW 
 
Mr. Keele noted that a new Senior Vice President was added on the international 
strategy and that they are considering adding an analyst to the domestic team.  Mr. 
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Keele briefly reviewed Oaktree’s balanced convertible strategy, pursued in both the 
domestic and international accounts, which seeks to generate equity like returns with 
less volatility.  The table below reflects investment performance by strategy as of 
August 31, 2014 was: 

         
 

               Domestic       
 

               International 
 

   ML All US 
Converts 

   
Jefferies 
Global Ex-US 
Converts 

 

       

 
ACERS   

 
ACERS   

 2014 (8 
months) 7.0% 

 
11.1% 

 
1.9% 

 
-0.5% 

 

         Since 
inception  

        (annualized) 7.5% 
 

7.1% 
 

7.5% 
 

6.7% 
 

         Note: Returns are net of fees 
       

Mr. Keele attributed the domestic strategy’s relative underperformance to what the 
portfolio did not hold.  Specifically, given the strength of the equity markets, many index 
components’ convertible bonds essentially mimicked the performance of the underlying 
equity and traded north of 200% of par value.  Meanwhile, Oaktree maintained 
discipline in selling its holdings as they appreciated toward 160% of par in order to 
maintain a balance between upside and downside participation and thus, were not 
exposed to several index holdings as they continued to appreciate.  Mr. Keele 
underscored the strength of the convertible index by noting that it was up 11.1% year to 
date compared to performance of 9.9% and 1.7% for the S&P 500 and Russell 2000 
equity indices, respectively.  New issuance has rebounded in light of strong equity 
markets but coupons remain very low due to the interest rate environment.  
 
On the international side, Mr. Nedelec discussed the newly hired Senior Vice President.  
Mr. Nedelec noted that mid-cap companies were accessing the international convertible 
market and that, for some, the convert was their first debt security.  This is in contrast to 
the large cap companies that typically access this market. Mr. Kinney inquired about 0% 
bonds issues in the Asian market; Mr. Nedelec detailed the differences in these markets 
versus others. 
 
T. ROWE PRICE LARGE CAP GLOBAL REVIEW     
 
Mr. Nogueira discussed ACERS’ $109.7 million Global Large-Cap investment.  The 
following table summarizes the performance as of August 31, 2014: 
  

  
3 months 

 
1 year 

Since  
Inception  

    
TRP Global (net)      4.5%        25.6%             11.5% 
MSCI ACWI      3.0%        21.6%             11.0% 
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Mr. Nogueira noted that currently 25% of the strategy is in emerging markets and that 
the strategy reaches into frontier markets as well.  The portfolio’s active share, a 
measurement of how much the portfolio differs from the index, was 88% at the end of 
August.  Mr. Nogueira discussed performance attribution drivers in detail, which 
illustrate stock selection as the primary driver of excess returns versus the benchmark.  
Responding to a question concerning the number of names held in the portfolio, Mr. 
Nogueira explained that the strategy seeks to diversify its exposures to reflect the best 
ideas across regions and so that it is not unintentionally exposed to specific factor risks, 
for example the price of oil.  He maintained that a more concentrated portfolio does not 
necessarily add value but does add risk. Finally, Mr. Nogueira noted that there are more 
attractive stocks on the watch list.  
 
ACTUARIAL VALUATION STUDY REVIEW 
 
Cheiron briefly reviewed the assumption changes approved at the September meeting, 
namely the 25 basis point reduction to both the discount rate and inflation assumption to 
7.25% and 3.75%, respectively.  These changes contributed $29 million of the total 
$116 million year to year increase in the actuarial liability.  The actuarial funded ratio 
increased to 94% at year-end versus 90% last year.  On a market value basis, the ratio 
was 105%.  Mr. Woodrich emphasized the strong position of the fund compared to its 
peer group.  Based on the valuation analysis, Cheiron recommended a county 
contribution rate of 21.9% for FY 2016, reflecting a 2% decrease from the current rate.  
After discussion, Mr. Brunner offered a motion, seconded by Mr. Kinney, that the Board 
accept the actuarial valuation report and the 21.9% recommended County contribution 
rate.  The motion passed by a vote of 6-0, with Ms. Cowan absent. 
 
TRUSTEE ELECTION PROCESS 
 
Ms. Rozier noted that the on-line voting site vendor was making the modifications 
necessary to address the feedback received from the user testing.  She also discussed 
the revised schedule for the upcoming elections for the Public Safety and Retiree 
Trustee and Substitute Trustee positions.  The nomination process will be conducted 
from October 13 to October 31 with elections running from November 17 through 
December 10.   
 
KEY INITIATIVES UPDATE/OTHER BUSINESS 
 
Staff noted: 
 

 A draft of the CAFR (Comprehensive Annual Financial Report) was presented to 
the Board.  Staff continues to work with the auditor, Clifton Larson, and actuary, 
Cheiron, to complete the new disclosures required by the adoption of GASB 67. 

 There were six escheatable items totaling approximately $3,900.  These funds 
were not claimed via the due diligence process and, therefore, will be remitted to 
the State. 
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 Staff, Mr. Alt and Mr. Barrett, attended an informative training session through 
the International Foundation of Employee Benefit Plans.  This course fulfills part 
of the requirements to receive the Foundation’s Certificate in Public Plan Policy. 
 

INVESTMENT RECOMMENDTION INTRODUCTION 
 
Ashford Consulting introduced Brahman Partners as potential investment manager.  
The concentrated domestic equity strategy seeks private-equity like returns by focusing 
on public companies with ample growth potential driven by transformational executives.  
After a detailed discussion of the strategy, structure, risks, liquidity, fees and potential 
allocation size, the Board expressed general interest in further information.  Staff will 
work with Ashford and the manager to continue the due diligence process. 
 
ELECTION OF BOARD OFFICERS 
 
In accordance with the Arlington County Code, the Board held its annual election of 
officers.  Mr. Brunner asked Mr. Dennis to conduct the election.  Mr. Maier made a 
motion to nominate the current slate of officers.  This motion was seconded by Mr. 
Kinney and the subsequent by officer voting tallied as follows: 
 
Position  Nominee      Vote 
President  Mr. Brunner      5-0-1 Mr. Brunner abstaining; Ms. Cowan absent 
Vice President  Mr. Alt       5-0-1 Mr. Alt abstaining; Ms. Cowan absent 
Treasurer  Ms. Cowan                 6-0    Ms. Cowan absent 
Assistant Treasurer Mr. Barrett (substitute)    6-0    Ms. Cowan absent  
Secretary  Ms. DeGray      5-0-1 Ms. DeGray abstaining; Ms. Cowan absent 
 

INVESTMENT RELATED 
 

A. August Fund Balance Report 
 
ADMINISTRATIVE ITEMS 
 

A. September 3 Education Session Minutes 
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 
 


