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Board of Trustees  
Minutes of February 12, 2016 

Meeting 
 

 
 
Members Present:  John Hammond, Howard Brown, Jay Cuccia, Jennifer Gilbert-Duran,   
Alan Hyatt, Jay Middleton, Julie Mussog, Rick Napolitano, Ande Rhodes, M. Kathleen Sulick, 
Jim Thomas, Leroy Wilkison 
 
Member Excused:  Mark Hartzell  
  
Staff Present:  Anne Budowski, Janet Morgan  
  
Guests:  Tim Costello, Rhett Humphreys, Chris Stringer  
 
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 John Hammond. Anne Budowski has 
joined the pension system as John Peterson’s replacement. 
 
Minutes 
 
Mr. Wilkison made a motion to approve the minutes of the January 8, 2016, board meeting.   
Ms. Mussog seconded the motion, and the board approved the minutes.  
 

Investment Committee 
 
Newstone Capital 
Timothy Costello 
 
Newstone has just launched its $800 million Fund III as Funds I and II reach harvest mode. 
Based in Dallas, this mezzanine firm provides capital to middle-market companies owned by 
private equity sponsors. The firm makes money on fees, interest and equity upside.               
Mr. Costello reported no changes to the investment team. 
 
Newstone has raised approximately $1.7 billion of committed capital in its Funds I and II. 
Anne Arundel County participates in both funds. Focusing on principal preservation, 

ANNE ARUNDEL COUNTY 
RETIREMENT AND PENSION SYSTEM 



Anne Arundel County Retirement and Pension System                                                                 2 
February 12, 2016

 
 

 
Audio Associates 
(301) 577-5882 

Newstone invests in private equity firms that target large, profitable middle-market companies. 
Underlying managers avoids start-ups in favor of growing businesses with sound management 
practices. These managers make investments, provide stewardship and management oversight, 
then sell the companies and return the capital.   
 
The $865 million Fund I has 1 year of remaining life, plus extensions. Through recycled 
capital, this 2006 vintage fund has invested $948 million in 23 companies and distributed more 
than $1.2 billion to investors. Reviewing recent developments in the fund, Mr. Costello said 
the sale of IPS Corp. generated a 1.7x multiple of invested capital and an approximate 11.1 
percent internal rate of return (IRR).  PETCO returned a 1.8x multiple of invested capital and 
an approximate 15.3 percent IRR.  The remaining portfolio generates $6.9 million of 
investment income per year. 
 
Fund II,  launched in 2010, has 5 years of remaining life, plus extensions. The fund has 
invested $857 million in 19 companies and distributed $675 million to investors. Virtual 
Radiologic Corp., acquired by Mednax Inc., resulted in a 1.6x multiple of invested capital and 
an approximate 14.0 percent IRR. At one point, managers had marked this troubled deal at 0. 
 
Newstone held Curo Health Services for only a short time before selling it, a transaction that 
generated a low 1.1x multiple but a 22.2 percent IRR.  8 companies in the portfolio continue to 
mature. Managers will keep an eye on asset manager American Beacon. 
 
Newstone closed its first investment for Fund III in January. The firm will continue to       
cherry-pick the best deals and rely on its proven strategy for success. 
 
Private Advisors    
Chris Stringer  
 
Patient business building creates value for the Richmond-based Private Advisors alternative 
asset firm. Working with 12 to 17 underlying managers, Private Advisors purchases and 
develops businesses before selling them upstream. The county has committed $15 million to  
the firm’s Fund V and $15 million to Fund VI. 
 
New York Life has two-thirds ownership of the firm, which has about $6 billion in assets 
under management. Employees own the remaining one-third. Mr. Stringer has been promoted 
to president after 12 years at the firm.   
 
Private Advisors typically focuses on businesses in the lower end of the middle markets. 
During a 4- to 6-year period, underlying managers build out the companies, augment 
management teams, incorporate professional systems and profitably sell the companies as the 
funds reach harvest stage. Returns accelerate for investors at that point, said Mr. Stringer. 
Mature funds have delivered returns with a 2x multiple and a 20 percent annualized return.   
 
Fund V, a $340 million portfolio, closed in 2013. The fund has seen some good early exits, 
including a 5.2x multiple on the sale of company called On Center. Underlying manager 
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Roundtable will most likely show the strongest performance. Mr. Stringer expects the portfolio 
to end up with close to 200 companies.  
 
The $350 million Fund VI closed in June 2015. Managers exited FTV Capital in a secondary 
sale and will redeploy the capital. 
     
New England Pension Consultants 
Rhett Humphreys  
 
Mr. Humphreys reviewed several reports during the NEPC presentation. The “flash” report for 
the period ending January 31 showed that everything was down for the month. The composite 
was -3 percent, and the stock portfolio returned -5.9 percent for the month. However, since 
inception, all managers have outperformed net of fees since the time the county hired them.  
 
The total fixed income composite was 0.0 percent for the month. Core U.S. investment grade 
bonds were up slightly at 0.9 percent. Other managers underperformed during the month. 
BlackRock reported -0.6 percent while Penn Capital returned -1.5 percent. PIMCO saw              
-0.7 percent; Bridgewater was down just under -1 percent for the month. 
 
Mr. Humphreys next reviewed total plan portfolio details within the Executive Performance 
Report for the fourth quarter of 2015. Results from Southeastern, GMO International Equity, 
PIMCO and Bridgewater led to a 1-year composite of -1.6 percent and a ranking of 84. Both 
Southeastern and PIMCO have met with the board’s Investment Committee within recent 
months to discuss performance in more detail. On a positive note, Clarion returned 14.7 
percent for the year versus its benchmark’s performance of 13.3 percent.            
 
The county’s private equity program continues to do well, according to the third quarter 2015 
Private Equity Review. The IRR since inception in October 2005 is 8.11 percent, well over the 
pension system’s actuarial target. The three individual private equity managers with negative 
since-inception numbers are all in the early stages of investing, when trailing returns typically 
occur.   
 
Last, Mr. Humphreys noted that NEPC has amended the pension system’s Investment Policy 
Statement to include manager guidelines for a new private equity fund and a recently hired 
private equity manager.   
 
MOTION: Mr. Wilkson made a motion to amend Section B of the Investment Policy 
Statement to include Private Advisors Fund VI and the Warburg Pincus private equity 
investment. Mr. Hyatt seconded the motion, and the board unanimously passed the motion.  
 
Mr. Hammond noted that the pension system is running short on cash as benefit payments, 
particularly Deferred Retirement Option Plan (DROP) payments, escalate. The Investment 
Committee recommended taking $20 million from the S&P 500 index fund account with State 
Street. Further, the committee suggested reducing the investment in the Lion real estate fund 
by $10 million.   
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MOTION: Mr. Hyatt made a motion to take $20 million from the S&P 500 Fund at State 
Street and $10 million from the Lion Fund. Mr. Wilkison seconded the motion, and the board 
unanimously passed the motion.  
 
The Investment Committee will meet Friday, March 4, at 11:00 a.m.  
 

Administrative Report 
 
Ms. Budowski reported 18 retirements for February, which is consistent with the number of 
retirements in February 2015. DROP enrollments maxed out in February for the fire and 
detention plans. The police plan had six DROP enrollments. 
 
The county has provided data for the valuations to Bolton Partners. Prudential and Aetna 
provided data as well.     
 
The meeting ended at 1:55 p.m. The next meeting will take place March 11, 2016. 
 

 
 
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  


