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Board of Trustees  
Minutes of February 13, 2015, 

Meeting 
 

DRAFT 
 
Members Present:  John Hammond, Jay Cuccia, Jennifer Gilbert-Duran, Alan Hyatt,            
Jay Middleton, Julie Mussog, M. Kathleen Sulick, Jim Thomas, LeRoy Wilkison 
 
Members Excused:  Howard Brown, Ande Rhodes 
 
Staff Present:  Janet Morgan, John Peterson 
  
Guests:  Tim Costello, Melissa Garrett, Chris Stringer, Keith Stronkowsky 
 
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 12:10 p.m. by Julie Mussog.  
 
Minutes 
 
Mr. Cuccia made a motion to approve the minutes of the January 9, 2015, board meeting.     
Mr. Thomas seconded the motion, and the board approved the minutes.  
 

Investment Committee 
 
Private Advisors 
Melissa Garrett, Chris Stringer  
 
Systematic business building is the key to success for Private Advisors. Based in Richmond, 
this private equity firm has $5.9 billion in assets under management. With its affiliate, New 
York Life, Private Advisors has invested more than $1 billion alongside its clients.  
 
The firm has added secondaries and a segment of natural resources to its primary funds and  
co-investments. Managers continue to raise money for Fund VI, and Fund VII is on the 
horizon.  
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The county pension system invested $15 million in Fund V and $15 million in Fund VI. Both 
funds focus on buyouts, growth equity and turnarounds as managers seek to nurture healthy, 
family-owned businesses before selling them upstream. The goal is a 2x net cash on cash 
multiple in both bull and bear markets, said Mr. Stringer.  
 
Because managers focus on long-term business building, investors experience negative returns 
or a J curve during the early years of performance. During a 5- to 10-year period, as the 
underlying companies benefit from professional management and eventual sale, investors 
enjoy value creation and profits in the range of a 20 percent annualized since-inception return. 
Investments typically outperform public markets.   
 
Fund V is at a nice tipping point and by next year should have positive one-year returns, said 
Mr. Stringer. The fund includes 17 underlying fund managers who concentrate on small, 
growing consumer brands. The portfolio is still young with only 62 underlying companies to 
date. Mr. Stringer highlighted such companies as Sweaty Betty, a UK-based company that 
sells high-end active wear. Siris, a fund manager that targets telecom services and equipment, 
has sold a business to Oracle for 4 times its money. In contrast, fund managers Novacap and 
Platte River are both off to a slow start. This portfolio should grow to 150 to 200 underlying 
companies.   
 
Private Advisors is in the process of committing to 15 to 17 underlying managers who will be 
part of Fund VI. This fund has a $250 million target and will close in the next few weeks. 
Although the firm has a long-term relationship with some managers, others outgrow Private 
Advisors’ niche market of small businesses and small funds that are below $500 million in 
size.  
 
Newstone Capital Partners  
Tim Costello 
 
Market conditions seem to be shifting in favor of Newstone, said Mr. Costello. The firm, a 
leading provider of mezzanine capital to middle-market companies, has raised approximately 
$1.7 billion in two funds. The county pension system committed $5 million to Fund I and     
$15 million to Fund II. One investment team member left Newstone at the end of 2014,       
Mr. Costello reported.   
 
The 2006 vintage Fund I is now in harvest mode with $865 million of commitments. Fund II, a 
2010 vintage fund, is 80 percent invested. Newstone has maintained its disciplined focus on 
principal preservation, well-established middle-market companies and proven private equity 
sponsors. As a result, the investment pace has slowed during the past few years because the 
firm would rather hold on to capital than invest in unsuccessful deals. 
 
In Fund I, Newstone actually invested $932 million in 23 companies through the use of 
recycled capital. These businesses were diversified across all sectors of the market. One 
company in the fund went public; others were acquired. Since the fund’s inception, Newstone 
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has distributed $1.2 billion to investors. Remaining positions in the fund generate $5.6 million 
of investment income per year. The firm should be out of this fund by January 2016.   
 
Fund II, a vintage 2010 fund, represents $800 million in committed capital. Newstone has 
invested $635 million in 14 companies, with a net internal rate of return (IRR) of 9.2 percent. 
The firm has distributed $373 million back to investors. The remaining portfolio generates    
$35 million of investment income per year. Reviewing the companies in the portfolio,         
Mr. Costello reported that the troubled Virtual Radiologic Corporation is out of the woods on 
performance and is going to full-blown auction.  
 
New England Pension Consultants 
Keith Stronkowsky 
 
The board reviewed several items as part of Mr. Stronkowsky’s presentation. The “flash” 
report for the period ending January 31 showed the pension system was up 20 basis points 
even though U.S equity markets were down 3 percent for the month. International markets 
were positive for the month. The benchmark for emerging market equity had a positive return 
of 0.6 percent for the month. Dimensional, however, was slightly behind at -0.8 percent. Since 
inception, however, the firm has made money with performance up 1.7 percent on an annual 
basis.  
 
In fixed income, Western and Voya were in line with their benchmarks at 2 percent for the 
month. PIMCO has experienced short-term volatility with one-month returns of -0.4 percent 
and three-month returns of -7.7 percent. NEPC remains positive about the manager overall. 
Bridgewater provided a nice surprise for the month with returns of 4.4 percent. Bridgewater 
makes up 17 percent of the fixed income plan, said Mr. Stronkowsky. 
 
The Executive Performance Report for the fourth quarter of 2014 showed the county had a 
one-year ranking in the 67th percentile against other pension plans. At three years, the county 
has a rank of 81, and the five-year rank is 48. Since 1990, the plan has had average returns of 8 
percent net of fees. 
 
Mr. Stronkowsky next discussed the Private Equity Review for the third quarter of 2014. The 
pension system has committed $205 million to its private equity program. $105 million has 
been funded, with a total value of $137 million. The program has a 1.3 multiple, making 30 
percent on each $1 invested. The IRR is 8.81 percent since inception in October 2005.  
 
Last, NEPC provided an outlook for the year in its 2015 Asset Allocation Study and 
Recommendations. In light of the findings, the Investment Committee recommends staying the 
course in terms of current allocations, said Mr. Hammond. The committee also recommended 
raising $20 million in cash to fund private equity investments and retirement benefit payments.  
 
MOTION:  Mr. Wilkison made a motion to raise $20 million from the State Street portfolio to 
fund private equity and meet cash-flow needs for benefits payments. Mr. Hyatt seconded the 
motion, and the board unanimously passed the motion.   
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Administrative Report 
 
Retirements are tracking about 25 percent ahead of last year, said Mr. Peterson. In other news, 
Ms. Sulick’s position comes up for election in April. Mr. Wilkison’s position will be up for 
election in May. The cost of living adjustment (COLA) continues to track negative.   
 
The meeting ended at 1:45 p.m. The next meeting will take place March 13.  
 

 
 
I hereby certify that, to the best of my knowledge, the foregoing minutes are accurate and 
complete.  
 
 
_______________________________                                                      __________ 
Ande Rhodes                                                                                                    Date             
Secretary to the Board  


