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ARLINGTON COUNTY VIRGINIA 

EMPLOYEES’ RETIREMENT SYSTEM     
Board of Trustees Meeting Minutes 

June 4, 2015 

 
 

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 
Ms. Michelle Cowan, Treasurer 
Ms. Sandy DeGray, Secretary 
Mr. Ken Dennis 
Mr. Jon Kinney (arrived 8:04 AM) 
Mr. Peter Maier 

  
Substitute Member Present:  Mr. Jimmie Barrett, Asst. Treasurer  
     Mr. Alex Iams 
     Mr. Wayne Rhodes 
 
Various Times:   Mr. Daniel Zito, Executive Director 
     Ms. Randee Stenroos, Assistant Director 
     Mr. Rob Gooderham, ACG 
     Mr. Garry Musto, ACG 

   Mr. Brad Meeker, T. Rowe Price    
Mr. Paul Massaro, T. Rowe Price 

   Mr. Stephen Finamore, T. Rowe Price 
    

CONSENT LIST 
 

A motion to approve the consent list consisting of the May 7, 2015 meeting minutes, 
Fiscal Year 2016 budget, Oaktree Domestic Schedule A revision and T. Rowe Price 
NRIS Schedule A revision was offered by Mr. Dennis and seconded by Ms. DeGray.  
The motion passed by a vote of 6-0, with Mr. Kinney not yet present.  
 
T. ROWE PRICE FLOATING RATE FUND REVIEW 
 
Mr. Massaro, Mr. Finamore and Mr. Meeker provided an update on ACERS’ $80 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 
coupons tied to LIBOR and reset every three months, thus providing some protection 
from rising interest rates in ACERS’ fixed income allocation. 
 
As of April 30, 2015, annualized net investment returns of 4.3% since ACERS’ initial 
investment (3/4/11) lagged the benchmark by 0.3%, while the 3.8% net return for the 
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latest one year period was roughly in line with the fund’s benchmark.  Part of the 
underperformance since inception 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 that there is 
strong demand for floating rate securities in anticipation of Fed tightening.  Meanwhile, 
limited new issuance combined with M&A related pay downs of existing securities 
results in cash being redeployed in secondary markets driving pricing higher.  As a 
result of the supply/demand dynamic, loan terms remain issuer friendly with 
approximately 60% of new issues being “covenant lite.”  However, Mr. Massaro noted 
that compared to pre-crisis “covenant lite” deals, today’s issuers are better credits, 
which is reflected in the ratings.  Finally, Mr. Massaro reiterated that floating rate loans 
is a sub-investment grade asset class where security selection and credit analysis 
remain critical. Accordingly, the investment process remains based on bottoms-up, 
fundamental research to identify attractive opportunities. 
 
ASHFORD QUARTERLY PERFORMANCE REVIEW 
 

Ashford Consulting reviewed the fund’s performance for the quarter ended March 31, 
2015.  Fund returns for various time periods were: 
 
(%)    1 Qtr 1 Year  5 Years 10 Years 

Total Fund (Gross) 1.6 6.4    9.9 7.5 
Total Fund (Net*)     1.5 6.0    9.6 7.1 
Policy Benchmark **                                      2.1 6.9    8.8 6.5 
CPI + 3.5% Annualized     1.4 3.4           5.1 5.5 
      
* 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 

 
Net performance for the last twelve months was behind the benchmark by -0.9%, driven 
by the exposure to the energy sector and the performance of credit-oriented, fixed 
income managers.  For the quarter, net underperformance of -0.6% was driven by 
exposure to value equity managers lagging in a quarter characterized by growth. 
 
Discussion ensued about the peer ranking universe being used by ACERS, specifically 
the size differences in the data sets used by the current custodian versus the prior 
custodian and the overall usefulness of the comparison.  The Board requested Ashford 
and staff to analyze other universes available for public funds and bring a 
recommendation to the July meeting. 
 
RISK RESEARCH – ANNUAL UPDATE 
 

Ashford presented their annual update on downside risk metric estimates for the fund, 
the policy benchmark and individual managers.  The risk metrics estimate the potential 
downside risk over the next 12 months relative to the S&P 500 downside risk. 
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There were two enhancements made to the methodology—using quarterly versus 
monthly data for correlations and using a common period back to 1987 for all managers 
and indices.  The net effect was a 1.1% decrease in the fund’s estimated downside risk 
as an increased diversification impact of high quality bonds was largely offset by the 
smaller diversification impact of MLPs.  The impact to the policy benchmark estimated 
downside risk was more pronounced, decreasing 4%, as it does not include MLPs and, 
therefore, benefited fully from the lower bond correlation.  The individual manager 
estimated downside risk levels showed little change.   
 
CONSULTANT REVIEW 
 
Mr. Brunner shared the results of the Board’s annual consultant evaluation with Mr. 
Gooderham and Mr. Musto.  Overall, the Board remains pleased with the services of 
Ashford Consulting.  
 
KEY INITIATIVES UPDATE/OTHER BUSINESS 

 

 Discussed the Tibble v. Edison Supreme Court ruling.   

 Updated the Board on the consultant RFP process.  Staff will interview all 
finalists and the top two will present to the Board.   

 Updated the Board on the interview progress for the new analyst position and 
related office improvements. 

 Noted that a training session was held on June 3, 2015 on the topic of 
Ashford’s risk model. 

 
INVESTMENT RELATED 
 

A. April Fund Balance Report 
B. County Board Update as of March 31, 2015 

 
ADMINISTRATIVE ITEMS 
 

A. Calendar of Events 
 

ADJOURNED 
 
There being no further business, the meeting adjourned at 9:54 AM. 
 

Respectfully submitted,   
   

       Randee Stenroos    
       Assistant Director 


