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    ARLINGTON COUNTY VIRGINIA 

EMPLOYEES’ RETIREMENT SYSTEM     
Board of Trustees Meeting Minutes 

March 6, 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   
Ms. Sandy DeGray, Secretary  

    Ms. Michelle Cowan 
Mr. Ken Dennis 
Mr. Jon Kinney  
Mr. Peter Maier         

Substitute Members  
Present:   Mr. Wayne Rhodes 
    Mr. Jimmie Barrett, Asst. Treasurer 
    Mr. Alexander Iams (arrived 8:05 AM) 
 
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. Michael Keller, Brown Brothers Harriman 
    Mr. Bill Enright, Brown Brothers Harriman 
    Mr. Jim McGovern, Franklin Park 
    Mr. Michael Brand, Franklin Park 
 
CONSENT LIST 
 
 A motion to approve the consent list, consisting of the February 6, 2014 meeting 
minutes, was offered by Mr. Dennis and seconded by Mr. Alt.  The motion passed with a 
vote of 7-0. 
 
BROWN BROTHERS HARRIMAN (BBH) CORE SELECT REVIEW 
 
Messrs. Bill Enright and Michael Keller discussed ACERS’ $83 million investment in the 
BBH Core Select strategy.  Performance, net of fees, as of December 31, 2013 was:   
 
(%) 3 Months 1 Year Since Inception 

ACERS  7.4 27.4 27.4 
S & P 500 10.5 32.4 32.4 
 
Mr. Enright discussed BBH’s recent $8 million settlement with the Financial Industry 
Regulatory Authority (FINRA) regarding of the firm’s oversight of low priced U.S. 
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securities for non-U.S. bank clients in the firm’s Investor Services division.  BBH did not 
admit or deny FINRA’s findings and has made changes to its control processes in this 
area.  No personnel from the Investment Management business were involved and the 
settlement has no impact on BBH’s financial status or its ability to serve as an 
investment manager.  The Board noted Mr. Enright’s forthrightness.   
 
Mr. Keller explained that the Core Select strategy seeks to invest in equities of high 
quality, cash flow positive, U.S. companies that are market share leaders in providing 
essential products or services to customers.  Capital protection is foundational to the 
strategy.  Accordingly, BBH diversifies the 25-30 stock portfolio while seeking to 
purchase names at a discount to the firm’s view of the company’s intrinsic value based 
on proprietary discounted cash flow analyses.  By design, the portfolio will outperform in 
weak markets and underperform in strong ones.  The current cash position is higher 
than is typical as a result of a lack of attractively discounted investment options in light 
of the strong equity market.   
 
2014 PRIVATE INVESTMENT PLAN 
 
Messrs. Jim McGovern and Michael Brand of Franklin Park presented the first update of 
the private investment pacing analysis.  Key inputs included ACERS’ existing private 
investments, a 15% cap on illiquid investments’ portion of the overall fund, including 
unfunded commitments, and a 5 to 7 year time frame to build a program.  The analysis 
yields a targeted commitment of $55-$65 million per year.  Mr. McGovern emphasized 
that ACERS is under no obligation to hit these investment levels on an annual basis, 
noting that any given year’s actual investment could be below these levels if suitable 
opportunities are not available. Mr. McGovern also reviewed the benefits of utilizing the 
Franklin Park Venture and International Series fund-of-funds vehicles to gain exposure 
to these less accessible sectors of the private equity market.  These vehicles have no 
management fees or carried interest for Franklin Park retainer clients.   
 
In the ensuing discussion, Mr. Brunner requested that a chart illustrating ACERS’ 
current private investment exposure and future commitments relative to the 15% illiquid 
cap are included in future reviews.  Franklin Park concurred. 
 
ASHFORD QUARTERLY PERFORMANCE REVIEW 
 
Ashford Consulting reviewed the fund’s performance for the quarter ended December 
31, 2013.  Fund returns for various time periods were: 
 
(%)    1 Qtr 1 Year  5 Years 10 Years 

Total Fund (Gross) 6.0 18.9  13.9 7.7 
Total Fund (Net*) 5.9 18.5  13.5 7.3 
Policy Benchmark ** 4.9 14.5  12.2 6.5 
CPI + 3.5% Annualized  0.4   5.0    5.6 5.9 
      
 
* Gross returns adjusted downwards for current annual fee rate per annual fee review and analysis, 
assuming all fees deducted quarterly.  



3 

**Effective 10/1/07: 40% Ru3000, 17.5% MSCI ACWI ex-US, 39% BC Universal, 1.5% Barclays TIPS, 2% T-Bills 

 
Primary drivers of ACERS’ above benchmark investment performance over the last 
twelve months included the fund’s underweight fixed income allocation and performance 
of its international/global equity positions.  Relative to a public funds peer group, 
ACERS’ performance was in the 16th percentile for the quarter.  Longer term 
performance ranks in the top 20%, 17% and 31% on a 3, 5 and 10 year basis, 
respectively. 
 
The fund’s estimated diversified risk level increased to 65 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. Reallocations completed subsequent to December 31, 2013 have 
reduced the fund’s risk level below the top of the policy risk band. 
 
ASSET ALLOCATION OVERVIEW 
 
Ashford Consulting discussed their perspectives on overall economic conditions and the 
related impact on the fund’s equity and fixed income allocations.  Overall economic 
conditions in the U.S. are slowly improving with low inflation, reduced unemployment, 
some credit expansion and decline in debt percentages.  There is more uncertainty in 
non-US markets. ACERS’ current portfolio is overweight equities and underweight fixed 
income.  Ashford believes this positioning is appropriate and therefore recommended no 
asset reallocation at this time. 
   
KEY INITIATIVES UPDATE/OTHER BUSINESS 
 
Ms. Stenroos noted: 

 The transfer of $20 million from the Vanguard Institutional Index Fund to the 
Vanguard Short Term Federal Fund has been completed. 

 The funds in the Vanguard Aggregate Bond Index Fund have been transferred to 
the Northern Trust Collective Aggregate Bond Index Fund. 

 The $20 million transfer from the Vanguard Institutional Index to the Thornburg 
Multi-Strategy Fund is expected to be completed the week of March 7, 2014. 

 Cheiron will prepare an experience study for the five years ended June 30, 2013 
and will present its findings at the June or July Board meeting.   

 
CLOSED SESSION 
 
A motion was offered by Mr. Brunner, seconded by Ms. DeGray, and passed 6-0, with 
Ms. Cowan and Mr. Dennis not present, to enter into closed session for discussion or 
consideration of the investment of public funds where competition, bargaining position 
or negotiating strategy of the public body is involved pursuant to  Virginia Code §2.2-
3711(A)(6) and for consultation with legal counsel and briefings by staff members or 
consultants pertaining to actual probable litigation, where such consultation or briefing in 
open meeting would adversely affect the negotiating or litigating posture of the public 
body; and consultation with legal counsel employed or retained by a public body 
regarding specific legal matters requiring the provision of legal advice by such counsel 
pursuant to Virginia Code §2.2-3711(A)(7). The closed session began at 10:52 AM.   
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The Board returned to open session at 11:02 AM.  On a motion by Ms. Degray, 
seconded by Mr. Maier, and carried by a vote of 6-0, with Ms. Cowan and Mr. Dennis 
not present, the voting recorded as follows: 
 

Member  Vote 
Mr. Brunner  Aye 
Ms. DeGray  Aye 
Mr. Barrett  Aye 
Mr. Maier  Aye 
Mr. Alt   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. 

 
INVESTMENT RELATED 
 

A. Fund Balance for January 
B. County Board Update (as of 12/31/13) 
C. Class Action Recovery 

 
ADMINISTRATIVE ITEMS 
 

A. Calendar of Events 
B. Ashford Consulting ADV Review 
C. Disability Review 
D. T. Rowe Price Trip Report 
E. West Coast Trip Report 

 
ADJOURNED 
 
There being no further business, the meeting adjourned at 11:05 AM. 
 

Respectfully submitted,   
   

       Susan Bomberg 
       Secretary to the Board 
 
 
 
 
 
 


