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    ARLINGTON COUNTY VIRGINIA 

EMPLOYEES’ RETIREMENT SYSTEM     
Board of Trustee Meeting Minutes 

September 5, 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 
    Ms. Sandy DeGray, Secretary 

Mr. Jon Kinney (arrived 8:04 AM) 
Mr. Rich Alt       
Mr. Peter Maier         

Substitute Member   
Present:   Mr. Jimmie Barrett, Asst. Treasurer 

Mr. Wayne Rhodes (arrived 8:04 AM) 
 
Voting Member Absent: Mr. Ken Dennis, Vice President  
 
Substitute Member 
Absent:   Mr. Alexander Iams 
 
Various Times:  Mr. Daniel Zito, Executive Director 
    Ms. Randee Stenroos, Asst. Director 
    Mr. Rob Gooderham, Ashford Consulting 
    Mr. Garry Musto, Ashford Consulting 
    Mr. Jim McGovern, Franklin Park 
    Mr. Michael Brand, Franklin Park 

Mr. John Maurer, Arsenal Real Estate 
Mr. Gary Picone, Arsenal Real Estate    

    
CONSENT LIST 
 
A motion to approve the consent list, consisting of the July 11, 2013 meeting minutes 
was offered by Mr. Barrett and seconded by Ms. DeGray.  The motion passed 
unanimously with a vote of 6-0 with Mr. Kinney not yet present. 
 
ARSENAL REVIEW 
 
Mr. John Maurer and Mr. Gary Picone discussed ACERS’ $25 million investment in 
Arsenal’s opportunistic real estate fund.  ACERS’ investment was valued at $16.4 
million as of June 30, 2013, excluding the $4.5 million already distributed to ACERS.   
 
After the sale of an apartment building during the first quarter of 2013, two operating 
properties remain—an office building and an apartment complex.  Arsenal noted the 
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apartment property’s strong cash flow and a discussion ensued on the most opportune 
time to exit this property. 
 
Four land development properties remain: 
 

 Newport Beach Club:  The amenities have been constructed and several homes 
have been sold.  This is the largest remaining investment in the fund. 

 Hood:  The property has been redesigned with a less dense development plan. 

 Peapack:  Arsenal has a proposal pending in front of the town council to lift the 
development’s age restriction which should increase the property’s marketability 
to developers.   

 Bordentown:  Sales of an apartment site and a convenience store pad have been 
completed and infrastructure construction is underway.  

 
After the presentation, a general discussion of the investment ensued, noting that the 
general partner has navigated a difficult time reasonably well.  The fund’s term expires 
in August 2014, though the general partners are expected to seek a two year extension. 

         
PRIVATE INVESTMENT PORTFOLIO REPORT & UPDATE 

 
Franklin Park presented a consolidated report of ACERS’ private investment as of 
March 30, 2013 to familiarize the Board with the type of reporting that will be available 
as ACERS adds additional private investments.  Mr. McGovern explained there is 
usually a 90 – 120 day lag as general partners’ financial statements come in and are 
compiled into the report.  The report looks at investments in several ways: performance, 
vintage year, diversification, sectors, geography and cross holdings.   
 
Next, Franklin Park introduced three potential private equity investments.  A healthcare 
sector focused general partner that is currently fund raising with a final close expected 
in the 4th quarter of 2013.  A generalist mid-market fund that is expected to start fund 
raising in the 4th quarter of 2013.  A structured equity strategy that is currently fund 
raising with an expected final close in the 4th quarter of 2013.  Staff has had initial 
meetings with each general partner. 
 
During the discussion, the Board expressed interest in the funds.  Mr. Zito noted that 
pending the successful outcome of further due diligence, a recommendation could be 
made during the fourth quarter. 
 
QUARTERLY PERFORMANCE REVIEW & OUTLOOK 
 
Ashford Consulting presented the second quarter performance review.  Net 
performance for the quarter was 0.6%, outperforming the benchmark by 1.1%.  Fiscal 
year net performance was 13.5%, outperforming the benchmark by 2.8%.   
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Fund returns for various time periods ending June 30, 2013 were: 
 
(%)    1 Qtr 1 Yr  5 Yrs 10 Yrs 

Total Fund (Gross)  0.7 13.9  6.1 7.9 
Total Fund (Net*)  0.6 13.5  5.7 7.5 
Policy Benchmark ** -0.5 10.7  5.5 6.6 
CPI + 3.5% Annualized  1.2   5.3  4.8 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’ 1.1% quarterly net outperformance was the strong 
performance of US equities, offset by losses in emerging markets and bonds.  
Performance was in the 28th percentile for the quarter versus the public plan peer group.  
Longer term performance ranks in the top 23%, 21% and 14% on a 3, 5 and 10 year 
basis, respectively. 
 
The fund’s estimated diversified risk level remained steady at 61 in the quarter.  This 
compares to a benchmark estimated diversified risk of 58 and the top of the policy risk 
band at 65.  
 
Ashford included a new Investment Objectives and Guidelines page which was well 
received. 
 
FIXED INCOME INVESTMENT RECOMMENDATION PREVIEW 
 
Ashford Consulting presented a review of Thornburg’s Multisector Opportunistic 
Strategy as a possible complement to the Loomis Sayles full discretion mandate in the 
fixed income allocation.  Thornburg’s strategy has a lower duration than Loomis and is 
smaller with less than $700 million under management.  Ashford believes the smaller 
size allows Thornburg to be more nimble in a market characterized by thinner liquidity 
than in the past. 
 
Following the presentation, a discussion ensued regarding portfolio manager expertise, 
professional depth, organization structure and pricing.  The Board agreed that 
Thornburg should present at the October meeting and Ashford will make a formal 
investment recommendation at that time. 
              
KEY INITIATIVES UPDATE/OTHER BUSINESS 
 
Staff noted: 
 

 The System was over budget for fiscal year 2013 due to higher than anticipated 
manager fees owing to better than planned investment performance.  However, 
operating expenses continue to be under budget. 
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 Fiscal year 2013 audit work is continuing and the auditors will be on site the 
week of September 9th. 

 There were 18 escheatable items for 2013 totaling slightly under $5,000.  Due 
diligence letters have been sent. 

 ACERS received the 60 day reconciliation package from Northern Trust on the 
custodial platform transition. 

 A training session on portfolio diversification was held on Wednesday, 
September 5th and attended by five Trustees. 

 
 

INVESTMENT RELATED 
 

A. Fund Balance Report (July) 
B. Fund Balance Report (June) 
C. County Board Update FY 2013 
D. OPEB Performance FY 2013 
E. Class Action Recoveries FY 2013 
F. Securities Lending Earnings FY 2013 
G. Soft Dollars FY 2013 
H. Commission Recapture FY 2013 

 
ADMINISTRATIVE ITEMS 
 

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

Respectfully submitted,   
     

 
       Randee Stenroos for Susan Bomberg 
       Secretary to the Board 


