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    ARLINGTON COUNTY VIRGINIA 

EMPLOYEES’ RETIREMENT SYSTEM     
Board of Trustees Meeting Minutes 

April 3, 2014 
 
The Vice President of the Board, Mr. Richard Alt, called the meeting to order at 8:00 
AM, in Conference Room 511C at 2100 Clarendon Boulevard.  
 
Voting Members Present:  Mr. Richard Alt, Vice President   

Ms. Sandy DeGray, Secretary  
     Ms. Michelle Cowan 

Mr. Ken Dennis 
Mr. Jon Kinney (arrived at 8:09 AM) 
Mr. Peter Maier         

 
Substitute Members  
Present:    Mr. Wayne Rhodes 
     Mr. Jimmie Barrett, Asst. Treasurer 
     
Voting Members Absent:     Mr. Michael Brunner, President 
 
Substitute Member Absent:  Mr. Alexander Iams 
 
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. Paul Massaro, T. Rowe Price 
     Mr. Steve Finamore, T. Rowe Price 
     Mr. Brad Meeker, T. Rowe Price 
     Mr. Dennis Scannel, Rutabaga 
     Mr. Carter Newbold, Rutabaga 
     
CONSENT LIST 
 
 A motion to approve the consent list, consisting of the March 6, 2014 meeting minutes, 
was offered by Mr. Dennis and seconded by Ms. DeGray.  The motion passed with a 
vote of 5-0, with Mr. Kinney not yet present. 
 
T. ROWE PRICE FLOATING RATE FUND REVIEW 
 
Messrs. Massaro, Finamore, and Meeker provided an update on ACERS’ $77 million 
Floating Rate Fund investment, which is held via a mutual fund.  The strategy invests 
primarily in senior, secured loans of corporations that are typically below investment 
grade from a ratings perspective.  The loans are typically structured with floating rate 
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coupons tied to LIBOR and reset every three months, thus providing some protection 
from rising interest rates in ACERS’ fixed income allocation.   
 
As of December 31, 2013, investment returns of 4.6% since ACERS’ initial investment 
(3/4/11) lagged the benchmark by 0.4%, while the 1.8% return for the latest three month 
period was roughly in line with the fund’s benchmark.  Part of the underperformance is 
explained by the fund offering liquid access to a less liquid asset class at a lower risk 
than the benchmark. 
 
Mr. Massaro discussed the current dynamics of the loan market, noting the continued 
high level of issuance and the related high investor demand.  The percentage of 
covenant lite deals has grown sharply, suggesting an issuers’ market.  Within this 
context, Mr. Massaro reinforced the importance of the strategy’s reliance on 
fundamental credit research in security selection focusing on default risk, coverage 
ratios, strong balance sheets and the issuer’s industry prospects.  The $4.4 billion 
strategy has been taking in cash quickly.  When the fund reaches $6.5 to $7 billion, it is 
anticipated that it will close.  
 
RUTABAGA SMALL CAP REVIEW 
 
Messrs. Scannel and Newbold updated the Board regarding ACERS’ $65 million 
investment in Rutabaga.  Regarding the firm, Mr. Scannel noted that a new member 
was added to the eight person investment team, an event that has not occurred since 
2005.  From a performance perspective, the strategy’s 2013 net of fee return of 25.5% 
lagged the Russell 2000 by 13.3% and the Russell 2000 Value by 9.0%; similarly, the 
annualized return of 27.5% since its November 30, 2012 inception lagged by 8.2% and 
4.2%, respectively.  The firm’s small size, limited products, ownership structure and the 
open investment process demonstrate that the firm’s focus is on investing.  The volatile, 
concentrated portfolio of 20 to 35 names is benchmark agnostic, as it consists of out of 
favor, attractively valued companies with competitive advantage.  Mr. Scannel was 
optimistic about the pipeline of potential companies and indicated he expected some 
reversion to the mean within the next 18 months.  A few portfolio companies were 
discussed in detail, giving the Board insight into the firm’s investment process.   
 
ANNUAL MANAGER FEE ANALYSIS 
 
Ashford Consulting presented the findings of its annual fee analysis, noting that total 
fees as a percentage of Funds assets remain unchanged at 0.41%.  Total estimated 
fees based on year end 2013 assets are $7.7 million, up from $6.6 million last year.  
The bulk of the increase in estimated fees is due to the increased size of the fund, and 
the Fund’s higher allocation to equities, where fees are generally higher than for fixed 
income managers.  Estimated traditional manager fees rose 0.02% to 0.38% while non-
traditional manager fees declined 0.21% to 1.25%.  ACERS’ fees are lower in 5 of the 9 
liquid asset classes when compared to a manager fee universe, eVestment Alliance.  
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ASHFORD EXPECTED RETURN RESEARCH/RISK UPDATE 
 
Ashford Consulting provided its 2014 risk index update, noting very minor changes from 
2013.  The Fund’s risk index rose by 0.3% to 64.2% while the policy benchmark’s risk 
declined 0.5% to 58.6%.   
 
KEY INITIATIVES UPDATE/OTHER BUSINESS 
 
Ms. Stenroos noted: 

 The renewal of the $10 million fiduciary insurance policy has been completed.  

 Staff is in the process of completing the funding of the Kiltearn Partners 
investment. 

 Staff met with the Fund’s actuary, Cheiron, to discuss the effect that GASB 67 
would have on ACERS.  The primary impact will be changes to reporting in the 
Comprehensive Annual Financial Report (CAFR), including the addition of new 
tables.  
 

CLOSED SESSION 
 
A motion was offered by Mr. Dennis, seconded by Ms. DeGray, and passed 6-0, 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). The closed session began at 
10:09 AM.   
  
The Board returned to open session at 10:21 AM.  On a motion by Mr. Kinney, 
seconded by Mr. Dennis, and carried by a vote of 6-0, the voting recorded as follows: 
 

Member  Vote 
Mr. Alt   Aye 
Ms. DeGray  Aye 
Mr. Dennis  Aye 
Mr. Maier  Aye 
Ms. Cowan  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. 
 
In open session, Mr. Maier offered a motion, seconded by Mr. Dennis, to accept Staff’s 
recommendation concerning the Arsenal Real Estate fund investment. The motion 
passed with a vote of 5-1, with Mr. Alt dissenting. 
  



4 

INVESTMENT RELATED 
 

A. Fund Balance for February 
 
ADMINISTRATIVE ITEMS 
 

A. Calendar of Events 
 
ADJOURNED 
 
There being no further business, the meeting adjourned at 10:30 AM. 
 

Respectfully submitted,   
   

       Susan Bomberg 
       Secretary to the Board 
 
 
 
 
 
 


