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Board of Trustees  
Minutes of July 8, 2016 

Meeting 
 
 
 
Members Present:  John Hammond, Howard Brown, Jennifer Gilbert-Duran, Alan Hyatt,        
Jay Middleton, Julie Mussog, Ande Rhodes 
 
Members Excused:  Jay Cuccia, Mark Hartzell, Rick Napolitano, M. Kathleen Sulick, Jim 
Thomas, Leroy Wilkison 
 
Staff Present:  Janet Morgan 
  
Guests:  Kimberly Fetterman, Rhett Humphreys, Mitchell King, Chris Pettia, Chris Rock, 
James Wilson   
 
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 12:13 p.m. by John Hammond. 
 
Minutes 
 
Mr. Hyatt moved to approve the minutes of the June 10, 2016, board meeting. Ms. Mussog 
seconded the motion, and the board approved the minutes. 
 

Investment Committee 
BlackRock 
Mitchell King, Chris Rock 
 
The county’s portfolios in BlackRock have reached harvest mode. The pension system 
invested $5 million in Q-BLK II, a 2004 vintage private equity fund of fund program. The 
county invested another $10 million in the 2007 Q-BLK III fund of funds program. At this 
stage, there is not much left to realize from these two mature funds, said Mr. Rock. Both funds 
have minimal exposure to Europe, which is dealing with the United Kingdom’s exit from the 
European Union (EU).  
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Reviewing Q-BLK II, Mr. Rock said the county has received $4.11 million back in 
distributions. The remaining net asset value is $3.54 million. The pension system’s investment 
is winding down at a great time as valuations are rising. BlackRock managers continue to push 
their general partners to exit the portfolio companies and bring the program to a close as soon 
as possible. The fund will remain open until managers sell the last investment, which should 
require another 12 to 18 months. 
 
Q-BLK II, a North America-based fund,  includes venture capital, mature and emerging 
manager funds. This diversified portfolio has 54 funds with more than 1,400 individual 
portfolio companies. With its tilt toward venture capital and growth equity, the fund’s net 
internal rate of return (IRR) has outperformed the public market 6.9 percent to 4.8 percent. 
BlackRock has written off 3 percent of the portfolio due to the 2008 recession. Overall, 
however, the fund remains in good shape and continues to perform well. 
 
The 2007 vintage Q-BLK III follows a similar strategy. BlackRock has distributed about                
$7.5 million back to the county and reports a remaining value of about $8 million. The 
portfolio, which includes many of the managers in the Q-BLK II fund, has a net IRR of         
8.9 percent versus the public market’s performance of 7.4 percent. That gap could widen as the 
portfolio matures.     
 
Fund III is also a diverse fund with a slightly higher tilt toward Europe, said Mr. Rock. The 
fund has 1,700 individual portfolio companies, of which 62 percent have been fully or partially 
realized. The firm decided not to create a Fund IV, but during the next 12 to 18 months 
managers hope to raise $500 to $700 million for a new fund in BlackRock’s core series.  
 
DuPont Capital 
Kimberly Fetterman, Chris Pettia 
 
DCM Private Equity Fund II also has reached its harvest stage. DuPont Capital has $27.2 
billion in assets under management. Mr. Pettia reported that former Managing Director 
Carmen Gigliotti, who retired in 2014, no longer consults for the Delaware-based firm. 
 
The pension system invested $5 million in Fund II, a 2006 vintage fund of $106 million. 
DuPont returned $3.7 million in 2015. Mr. Pettia noted that the fund’s IRR has decreased due 
to energy sector exposure and one particular fund’s performance. The portfolio has limited 
exposure to Europe. DCM II’s total distributions are up to $80 million, a $9 million increase 
from last year. Low interest rates and cash-flush corporations have created the perfect 
environment for selling off investments. 
 
The top 10 remaining investments in the fund represent 60 percent of DCM II’s current value 
and will likely drive future performance. Fortress IV, the second-largest holding, detracted 
from performance due to its investment in the Nationstar mortgage company. Shelf Drilling 
and Quantum Energy Partners IV had exposure to energy. As the market corrects itself, these 
funds should improve. The first-quarter 2016 sale of a company in the Valhalla Partners II 
portfolio resulted in a 6.7x multiple. Although DCM II launched during a difficult time, 
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managers continue to encourage the underlying managers to sell off their companies and get 
the best possible returns for investors. DuPont expects final liquidation during the next three to 
five years.  
 
Warburg Pincus  
Jim Wilson 
 
New manager Warburg Pincus closed its Fund XII in November 2015. The county has 
committed $17.5 million to this $13.4 billion portfolio. Warburg Pincus, one of the oldest 
private equity firms, raised its first fund in 1971. Two partners left the firm this year.  
 
The firm invests 75 percent of its portfolio in growth/early-stage companies. Many portfolio 
companies carry no debt, and managers create value by increasing the earnings of these 
companies. Warburg Pincus focuses on energy, financial services, health care and the 
consumer sector, industrial and business services, and business-to-business solutions.  
 
Relying on a global focus and deep industry expertise, managers look for the shifts and 
disruptions that create opportunities. For example, Rubicon, an oil and gas services company 
in the county’s portfolio, will create platform investments to find good companies with 
stressed balance sheets. Fund XII includes one UK-based company. Since inception, Warburg 
Pincus has generated a 17.4 percent net IRR.   
 
So far, managers have committed about 13 percent of Fund XII into 12 deals, with 3 more 
deals in process and a long pipeline of deals beyond that. The firm hopes to commit about 25 
percent of the fund in 2016. The portfolio could ultimately include 70 to 80 investments, said 
Mr. Wilson.  
 
New England Pension Consultants 
Rhett Humphreys 
 
The county’s portfolio has performed well despite current market volatility, said                  
Mr. Humphreys. The “flash” report for the period ending June 30, 2016, reported returns of 
0.1 percent for the month and 2.5 percent year to date. Domestic equity had a year-to-date 
performance of 2.4 percent. Since inception, all the domestic equity managers are ahead of 
their benchmarks net of fees, said Mr. Humphreys.  
 
The international equity composite reported -3.7 year to date while the emerging market equity 
performance was 10.3 percent for the same time period. Mr. Middleton noted that Chartwell 
consistently lags its benchmark despite its since-inception numbers. NEPC continues to 
monitor this manager closely. 
 
The total fixed income composite showed returns of 5.6 percent year to date. PIMCO, which 
has struggled for some time in the emerging market debt space, reported 12.2 percent year to 
date versus the benchmark’s 12.1 percent. Bridgewater’s overall performance was 3.8 percent 
for the same time period. The pension system has rolled its Bridgewater Pure Alpha Major 
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Markets II portfolio into the firm’s Pure Alpha portfolio. The Pure Alpha portfolio’s year-to-
date performance of -11.1 percent allows the pension system to buy units at subdued prices, 
said Mr. Humphreys. 
 
Mr. Humphreys also provided a revised investment policy statement to include manager 
guidelines for the Loomis Sayles Senior Loan Fund, LLC, and to remove the Pure Alpha 
Major Markets fund from Bridgewater’s investment manager guidelines.  
 
 
MOTION: Mr. Middleton made a motion to approve changes to the investment policy 
statement regarding Bridgewater and Loomis Sayles. Mr. Hyatt seconded, and the board 
unanimously approved the motion.  
 
 
The Investment Committee will meet Thursday, August 4. 
 
The board deferred the Administrative Report until the August meeting due to the absence of 
Anne Budowski.  
 
Ms. Morgan will alert Deutsche Bank that the pension system doesn’t want to do security 
lending in the high yield portfolio.  
 
The meeting ended at 1:47 p.m. The next meeting will take place August 12, 2016. 
 

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


