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Board of Trustees  
Minutes of October 14, 2016 

Meeting 
 
 
Members Present:  John Hammond, Howard Brown, Mark Hartzell, Ande Rhodes,                 
M. Kathleen Sulick, Jim Thomas, Leroy Wilkison 
 
Members Excused:   Jennifer Gilbert-Duran, Alan Hyatt, Jay Middleton, Julie Mussog, Jay 
Cuccia  
 
Members Absent:  Rick Napolitano 
 
Staff Present:  Anne Budowski, Janet Morgan 
  
Guests:  Dominick Cice, Rhett Humphreys, Glenn Johnson, 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 12:08 p.m. by John Hammond.  
 
Minutes 
 
Mr. Wilkison moved to approve the minutes of the September 9, 2016, board meeting.          
Ms. Sulick seconded the motion, and the board approved the minutes. 
 

Investment Committee 
 
Clarion Partners  
Glenn Johnson, Doug Wolski 
 
Clarion, which has managed funds for the pension system since 2005, has $42 billion in assets 
under management. Clarion continues to perform and expand, said Mr. Johnson, who provided 
details on a new financial partnership with Legg Mason. This deal closed in April 2016. 
Clarion will maintain its brand, keep a significant ownership interest and operate 
autonomously.   
 
Turning to the Lion Properties Fund, Mr. Wolski provided an update on the properties, 
occupancy rate and other details. The firm has been selling off smaller, industrial properties 
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worth $5 million to $7 million and buying larger ones valued up to $100 million. With an 
occupancy rate of 95 percent, the properties remain essentially full. The fund’s performance 
has beaten the index during the one-, three- and five-year time periods. The downturn in     
2008-2009 created a lag in the 10-year returns. Clarion had higher leverage than its 
competitors, said Mr. Wolski, which magnified the losses and led to the firm’s 
underperformance. Clarion has since brought its leverage ratio down to 24.9 percent.  
 
Clarion has purchased properties during this environment with a disciplined focus on transit-, 
tech- and health-care oriented properties. The firm continues to concentrate on the East and 
West coasts, with additional properties in Chicago, Houston, Denver and a few other locations. 
Fund managers seek to downsize in Washington, DC, and diversify the San Francisco Bay 
area with apartments and retail.  
 
The fund maintains an overweight to transit-oriented apartments and an underweight to office 
space except in major markets. Retail properties are Whole Foods-anchored shopping centers 
that serve as necessity-driven destinations. Clarion also has an outlet center in south Florida. 
Responding to a question from Mr. Hammond, Mr. Wolski said the fund has no exposure to 
Macy’s and only one Barnes and Noble, which managers intend to sell. The industrial sector 
has seen strong performance in Seattle, Houston, San Francisco and Southern California. 
 
Clarion plans to sell two hotels to bring the sector weighting to 1 percent, after which hotels 
will not play a significant role in the fund. Managers also hope to sell a parcel of land in 
Florida. Clarion continues to focus on pruning the fund to prepare for the next downturn. Plans 
for the vacant American Stock Exchange building in New York will get under way in 2017.   
 
Capital Dynamics 
Dominick Cice 
 
Capital Dynamics took over the pension system’s HRJ investment in 2009. Mr. Cice reported 
no changes to the team, strategy or firm. Capital Dynamics has $25 billion in assets under 
management and operates from 10 offices around the globe. 
 
The HRJ Special Opportunities I portfolio, launched in 2006, has underperformed due to its 
investments just prior to the market downturn. Capital Dynamics managers do expect some 
upside during the next few years. The firm distributed 4.5 percent of the commitment in 2016. 
Managers expect to distribute the majority of the fund back to investors by 2018 with a return 
of 1.2 times net.   
 
Reviewing the investments in the fund, Mr. Cice said Orlando Italy is in restructuring 
negotiations, which will push out the timing of the investment by a few years. Fortress IV and 
the co-investment should have some meaningful upside. 2017 will be a big year for 
distributions from those investments, Mr. Cice added. Patron Capital III, a pan-European real 
estate manager also hurt by the downturn, should have a return of 1.2 times. Tennenbaum V,      
a U.S. distressed debt manager, has distributed assets and should be a strong driver in the 
return of capital.    
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Generator Hostels within the Patron investment is a good acquisition target possibly for 2017. 
A sale could post returns of about 1.8 times. What’s more, Capital Dynamics sees potential 
upside from the Power League intramural soccer league, also within the Patron investment. 
The Brexit issue, however, could create some delay or risk. American Renal, a company in the 
Centerbridge fund, had a strong initial public offering (IPO) but the stock has gone down. 
Nevertheless, American Renal continues to perform well, and fund managers haven’t reported 
any issues.   
 
MHR III sold roughly half its position in Lionsgate before the stock took a tumble. Lionsgate 
continues to perform but another exit is in the future. Capital Dynamics continues to push 
Fortress to exit the Whistler/Intrawest investment. As the fund winds down, Capital Dynamics 
may sell the entire portfolio as a secondary as part of a final clean-up, said Mr. Cice. 
 
New England Pension Consultants 
Rhett Humphreys 
 
Emerging market equities and debt were major contributors to performance year to date and 
during the last 12 months, said Mr. Humphreys. The “flash” report for the period ending 
September 30 showed a year-to-date composite performance of 6.4 percent. The financial 
composite was 7.1 percent for the same time period.    
 
In equities, Southeastern was up almost 15 percent year to date, said Mr. Humphreys. The 
benchmark had a performance of 10 percent for that period. Emerging market equities 
manager Dimensional reported year-to-date returns of 21 percent versus the benchmark’s 16 
percent. NEPC continues to keep an eye on Chartwell and Westwood. However, since 
inception both of these equity managers remain ahead of their benchmarks.  
 
In fixed income, the county had a composite performance of 8 percent year to date. In addition 
to emerging market debt, allocations to credit and the Loomis Sayles bank loan contributed to 
overall returns. Western Asset Management reported 7.8 percent year to date, whereas the 
benchmark had a performance of 5.8 percent. Emerging market debt manager PIMCO saw 
returns of 16 percent year to date against the benchmark’s 15.4 percent. In Global Asset 
Allocation, Bridgewater was up 6.6 percent for that period. The all-weather portion of the 
portfolio returned 11 percent while the pure alpha piece underperformed at -9.2 percent.   
 
The investment committee will meet at 11:00 am on November 3. 
         

Administrative Report 
 
Ms. Budowski reported 15 retirements in October, which is on par with the amount of 
retirements during this time last year. Of the 15, 3 retired from the Deferred Retirement Option 
Plan (DROP). In November, the board should see at least 5 DROP retirees, which will result in 
significant lump-sum payouts. The pension staff will initiate a new project on redesignation of 
beneficiaries for the pension to encourage people to review this information. As open season 
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for health insurance gets under way, the county reported no vendor carrier changes. The life 
insurance vendor is MetLife.  
 
The meeting ended at 1:17 p.m. The next meeting will take place November 4, 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 


