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Board of Trustees  
Minutes of October 10, 2014, 

Meeting 
 
 
Members Present:  John Hammond, Howard Brown, Amy Burdick, Karen Cook,                 
Carlton Epps, Jennifer Gilbert-Duran, Alan Hyatt, Jay Middleton, Julie Mussog,                        
Jim Thomas, LeRoy Wilkison 
 
Members Excused:  Jay Cuccia, M. Kathleen Sulick 
  
Guests:  Cynthia Duda, Rhett Humphreys, Doug Wolski     
 
Recorder:  Laura C. Jackson, Audio Associates 
 

 
 
The meeting of the Board of Trustees of the Anne Arundel County Retirement and Pension 
System (Board) was called to order at 12:12 p.m. by John Hammond.  
 
Minutes 
 
Ms. Cook made a motion to approve the minutes of the September 12, 2014, board meeting.  
Mr. Middleton seconded the motion, and the board approved the minutes.  
 

Investment Committee 
 
Lion Properties 
Doug Wolksi 
 
For the Clarion Lion Properties Fund, the big story this year has been the return of market 
fundamentals across the country. The fund, which has $7.5 billion in assets under 
management, provides disciplined real estate investments in major U.S. markets.   
 
The firm continues to manage risk and diversify the portfolio with market and property type 
selections while benefiting from a boost in the office sector due to slow, steady economic 
growth and rising employment. Managers have seen strong opportunities in that sector, 
especially around technology, energy and health care. The portfolio just acquired another    
tech-driven office property in San Francisco.    
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Lions Properties remains at market weighting or above in its major markets, which include 
New York; Boston; Washington, DC; Houston; Southern California; San Francisco; and 
Seattle. The fund, however, also invests in these secondary locations: Phoenix, Denver, 
Austin, Dallas, and Raleigh, where the firm just acquired a $100 million tech-driven property.     
 
Reviewing the properties within the fund, Mr. Wolski noted that the portfolio has always been 
overweight to apartments but fund managers want to reduce exposure a bit. The fund has 
added some newer, better apartments in the Brooklyn area while selling weaker ones.  
 
The industrial sector seems to lag behind in the economic recovery; however, the fund 
maintains an overweight due to high occupancies and a lack of new construction.  Managers 
remain heavily focused on large warehouse properties in such major port cities as Seattle, Los 
Angeles, San Francisco, New Jersey and Houston. Managers sold a lot of urban retail 
properties last year and recently got rid of a large portfolio of hotels.   
 
2015 should be a good year for the portfolio, said Mr. Wolski, who anticipates income growth 
of 6 to 7 percent. For its one-year performance, the fund trailed its benchmark 10.9 percent 
versus 12.3 percent as of June 30. Three- and five-year returns were about on market. The 
September 30 performance should be much stronger. Indeed, the portfolio should show 
significant five-year returns above the index because the portfolio will drop a horrible third 
quarter from 2009.  
       
Cynthia Duda 
Capital Dynamics  
 
A global, independent private asset manager, Capital Dynamics has $19 billion in assets under 
management. Ms. Duda reported no major changes at the firm. 
 
Investments for the HRJ Special Opportunities Fund began in 2006, when the cracks in the 
financial markets began to appear. Capital Dynamics took over the fund in the middle of 2009. 
The fund moved into positive territory in 2012, and distributions have begun. The firm 
reported strong returns 2013 but not so much in the first half of 2014. Even so, Ms. Duda 
reported steady distributions of 13 ½ percent during the past 12 months. Further distributions 
of 3 percent in September bring cumulative distributions to 44.2 percent of invested capital. 
 
Centerbridge, an underlying manager with a blend of debt and equity investments, continues to 
be the star of the portfolio. Its equity investments include Bank United, which had returns of 
2.7x, and SatMex satellites from Mexico, which saw returns of 3.7x after a strategic sale to 
Eutelsat in January 2014.   
 
Fortess, another manager, focused on real asset plays and is currently liquidating real estate. 
MHR is a distressed equity manager. With a 1.83 multiple, this underlying investment has a lot 
of room to go. This manager has enjoyed some success with an investment in the Lionsgate 
film studio. 
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 Turning to the European underlying managers, Ms. Duda said Orlando Italy faces challenges 
in the midst of the country’s ongoing economic recovery. Patron will do fine but needs more 
time to hold onto its investments, which will affect the internal rate of return (IRR). Patron’s 
investments include Generator Hostels for UK/European backpackers. Overall, most of the 
investments in the HRJ fund should be totally wound down by May of 2017.  
 
New England Pension Consultants 
Rhett Humphreys 
 
One-month and three-month performance was down for the pension system, reported            
Mr. Humphreys. All domestic managers, however, are ahead of their benchmarks since 
inception. In international equities, Lazard continues to dig itself out of a hole with                 
since-inception numbers of 8 percent against its benchmark’s 8.9 percent. Dimensional is 
slightly behind in its since-inception numbers as well, reporting 5.3 percent versus a 
benchmark of 5.8 percent. The year-to-date financial composite was 3.5 percent.    
 
Fixed income showed year-to-date total composite returns of 4.2 percent. ING fixed income’s 
since-inception returns are behind its benchmark 5.8 percent versus 6.5 percent. NEPC will 
conduct a client review of PIMCO.   
 
The Investment Committee will meet November 6 at 11:00 a.m. 
 
 

Administrative Report 
 
On behalf of Mr. Peterson, Ms. Burdick reported that ballots have gone out for a seat on the 
pension system board. In other news, 15 employees retired in October, up from 12 in October 
2014. 
    
The meeting ended at 1:20 p.m. The next meeting will take place November 14.  
 

 
 
I hereby certify that, to the best of my knowledge, the foregoing minutes are accurate and 
complete.  
 
 
 
_______________________________                                               ___________________ 
Amy D. Burdick                                                                                         Date 
Acting Secretary to the Board  


