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Board of Trustees  
Minutes of September 11, 2015 

Meeting 
 

 
 
Members Present:  John Hammond, Howard Brown, Jay Cuccia, Alan Hyatt, Jay Middleton, 
Ande Rhodes, M. Kathleen Sulick, Jim Thomas, Leroy Wilkison 
  
Members Excused:  Jennifer Gilbert-Duran, Mark Hartzel, Julie Mussog 
 
Staff Present:  Janet Morgan, John Peterson 
  
Guests:  Derek Lemke-von Ammon, Bradley Bennett, Marcelia Freeman, 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 12:15 p.m. by John Hammond.  
 
Minutes 
 
Mr. Hyatt made a motion to approve the minutes of the August 14, 2015, board meeting.         
Mr. Thomas seconded the motion, and the board approved the minutes.  
 

Investment Committee 
 
EIG 
Derek Lemke-von Ammon, Marcelia Freeman 
 
As a specialist investor in the energy sector, EIG provides highly structured financing 
solutions for particular projects. The firm has $15.4 billion in assets under management. EIG 
has about 100 staff members in offices in Washington, DC; Houston; London; Hong Kong and 
other cities around the world. Bill Sonneborn came on board as president 2014. Managing 
Partner Linda Z. Cook also recently joined the staff. Mr. Lemke-von Ammon reported no 
major departures. 
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The county invests in EIG’s Fund XV and XVI. Fund XV, which has 20 investments, has fully 
completed its investment period. The average yield on this vintage 2010 fund is 7.1 percent, 
but the gross and net internal rates of return (IRR) are down due to commodity prices. The 
portfolio won’t suffer permanent impairment if prices improve within 12 to 24 months. 
 
Mr. Lemke-von Ammon gave details on three realized losses in the portfolio: CHK Cleveland 
Tonkawa, Coalspur and Manabi. The other investments in the portfolio should see strong 
returns from preferred stock or senior notes. Declining commodity prices, however, have had a 
negative effect on the expected equity returns.     
 
Fund XVI is a 2013 vintage fund. This $6 billion fund, which closed in May 2013, is 50 
percent committed. The number of investments in the portfolio will eventually grow from the 
current total of 7 to 15-20. Mr. Lemke-von Ammon gave details on the Fourpoint investment, 
which includes a senior debt position. Fourpoint’s acquisition of Cleveland Tonkawa 
significantly enhanced EIG’s senior debt position. The downturn in the market, however, has 
diluted the equity benefit included in the deal.  
 
Fourpoint is the only investment that had exposure to commodity prices in Fund XVI. Recent 
investments in Cheniere Energy, Breitburn Energy and Abengoa Projects Warehouse continue 
to perform as managers expected. In August, EIG committed capital to Hawk Energy as part of 
a joint venture with Anchorage Capital Partners, a distressed debt manager based in New 
York. This investment demonstrates EIG’s ability to take advantage of the current financial 
environment.   
 
Siguler Guff 
Bradley Bennett 
 
This multi-strategy private equity firm has more than $10 billion in assets under management. 
The county has committed a total of $20 million to Siguler Guff’s Distressed Opportunities 
Fund III and Fund IV. Managers have called $17 million and returned $7 million, for a net 
multiple of 1.4X. 
 
With its extensive expertise, Siguler Guff can invest in other funds, create custom separate 
accounts with other managers or participate in other types of private equity and illiquid 
investment strategies. The firm also invests in real estate and hard assets, such as ships. The 
distressed sector, which accounts for about half the capital at Siguler Guff, serves as the firm’s 
flagship business. One member of the Distressed Opportunities management team resigned 
during the past year.   
 
Corporate risk makes up the largest type of investments in Fund III. This vintage 2007 fund 
has called 97 percent of its capital and has returned 105 percent of the capital called. Managers 
are sending funds back to investors because the fund is winding down. Further, as the market 
reaches the top of its cycle, Siguler Guff wants to take profits off the table, said Mr. Bennett. 
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With quarterly returns of 14.9 percent gross and 11.4 percent net, Fund III is at least 500-600 
basis points above its S&P 500 Total Return benchmark and well ahead of the HFRX 
Distressed Restructuring Index, which reported -4.4 percent. Investments in funds such as 
Angelo Gordon and Co. in 2009 demonstrated Siguler Guff’s ability to capture value in the 
dislocation of the structured credit market. Fund III realized a 1.7x gross multiple and a 21.6 
gross IRR on that investment. 
 
The $1.3 billion Fund IV is fully committed. Managers have called 85 percent of the capital 
and distributed about 17 percent of the funds back to investors. With five years of investing 
still to come, this vintage 2010 fund is not yet fully seasoned, said Mr. Bennett. Managers 
expect the fund to eventually reach a 12 to 13 percent net IRR and a net multiple of 1.6x to 
1.7x. The fund’s quarterly returns underperformed its equity benchmarks but still beat the 
distressed restructuring index.  
 
Fund IV includes an equity purchase of WIND Mobile, a Canadian telecommunications 
provider that Siguler Guff acquired from a Russian distressed seller. This transaction 
demonstrates that distressed opportunities remain in the market, said Mr. Bennett. Siguler Guff 
is now launching its fifth fund.  
 
New England Pension Consultants 
Keith Stronkowsky 
 
Mr. Stronkowsky discussed NEPC’s recommendation that the pension system invest $40 
million in private equity for 2015. Prior to the meeting of the entire board, the Investment 
Committee met with and recommended an investment of $20 million in the Warburg Pincus 
private equity firm. The firm’s Fund XII seeks maximum commitments of $12 billion. 
 
Mr. Wilkison made a motion to invest $20 million in Fund XII of the Warburg Pincus private 
equity firm. Mr. Middleton seconded the motion, and the board unanimously passed the 
motion.  
 
Moving on to the flash report for the period ending August 31, Mr. Stronkowsky noted a 
negative performance as markets react to slowing growth in China and news of an interest rate 
hike in the United States. The county’s composite return for the month was -4.3 percent.    
Year-to-date performance was -1.8 percent. 
 
Although the domestic equity portfolio showed one-month returns of -6.2 percent, Chartwell 
protected on the downside by investing in quality companies. Returns of -5.8 percent versus its 
benchmark’s -7.6 percent showed that Chartwell’s strategy worked. Southeastern continues to 
struggle due to its concentrated value portfolio and its energy investments. International 
equities were down -6.2 percent for the month while emerging market equities reported -9.1 
percent. 
 
On the bonds side, the core fixed income and absolute return fixed income composites were in 
line with their benchmarks. In emerging fixed income, PIMCO was down -3.9 percent for the 
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month. For the Global Asset Allocation (GAA), Bridgewater’s monthly performance was -4.7 
percent overall. The all-weather segment performed as managers expected with returns of -4.1 
percent, beating the equity market’s performance of -6 percent.  
 

Administrative Report 
 
After a decline during the past two months, retirements are back up, said Mr. Peterson, who 
noted 15 for September. The county saw 9 retirements in July and 10 in August. Fall 
retirement seminars will soon begin. In other news, staff members have begun preparing for 
open enrollment in health care. 
 
The meeting ended at 1:50 p.m. The next meeting will take place October 9. 
 

 
 
I hereby certify that, to the best of my knowledge, the foregoing minutes are accurate and 
complete.  
 
 
_________________________________                                            ___________________ 
Andrea M. Rhodes                                                                                         Date                     
Secretary to the Board  


