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Board of Trustees  
Minutes of November 4, 2016 

Meeting 
 

DRAFT 
 
Members Present:  John Hammond, Howard Brown, Jay Cuccia, Mark Hartzell,              
Jennifer Gilbert-Duran, Alan Hyatt, Jay Middleton, Rick Napolitano, Ande Rhodes,               
M. Kathleen Sulick, Jim Thomas, Laureen Toney, Leroy Wilkison 
 
Staff Present:  Anne Budowski, Janet Morgan 
  
Guests:  Jill Daschle, Dave Greely, Rhett Humphreys, Gregg Hymowitz, Jessica Oleson 
 
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 12:06 p.m. by John Hammond. Acting Controller 
Laureen Toney replaces former board member Julie Mussog, who now serves as president of 
the Economic Development Corporation.  
 
Minutes 
 
Mr. Cuccia requested a change to the October 14, 2016, board minutes to note an excused 
absence. Mr. Hartzell moved to approve the rest of the minutes. Mr. Thomas seconded the 
motion, and the board approved the minutes. 
 

Investment Committee 
EntrustPermal 
Gregg Hymowitz, Jill Daschle 
 
Entrust joined with Permal in January 2016 to become a top five global hedge fund investor. 
The firm has 11 offices and more than 790 institutional investors around the world. 
EntrustPermal will retain its owner-level attention and boutique approach while benefitting 
from the support and infrastructure of Legg Mason. Mr. Hymowitz own 35 percent of the 
combined business while Legg Mason, which owned Permal, owns the remaining 65 percent. 
The combined business has $25.1 billion in assets under management.  
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The firm’s Special Opportunities Funds continue to seek the best out-of-the-box ideas for the 
lowest fees. These coinvestment funds are comprised of managers’ high-conviction ideas that 
are a result of market dislocations.  
 
Fund II, originated in November 2011, has begun to distribute funds back to the county 
pension system. Managers expect to return about 80 percent of the capital by the end of 2016 
and the balance by 2019. The county’s net profits as of September 30, 2016, are $8,550,869.   
 
With its focus on credit and equity investments, the fund has reported about a 10.40 percent 
net internal rate of return (IRR) on invested capital. Fund II generated about $250 million in 
gains versus realized losses of $13 million. Even when global markets were negative, the fund 
outperformed by about 170 basis points, said Mr. Hymowitz.  
 
More than 70 percent of the gross profits in Fund II came from proprietary investment 
vehicles, wherein EntrustPermal serves as the sole investor alongside its managers. The firm 
creates and uses these investment funds to source catalyst-driven opportunities. In the current 
environment, investors must become more opportunistic to get the best returns, said                   
Mr. Hymowitz. EntrustPermal continues to prepare for the launch of Fund IV.  
 
Bridgewater 
David Greely, Jessica Oleson 
 
Bridgewater has maintained a 15-year relationship with the county. The firm currently 
manages $224 million for the pension system, accumulating a net profit of $151 million since 
an initial investment of $36 million and subsequent contributions of $37 million. Ms. Oleson is 
now the client advisor for the pension system.  
 
By investing in the firm’s all-weather strategy and pure alpha portfolio, the county has 
invested in the best of Bridgewater, said Ms. Oleson. Pure alpha reflects the firm’s best active 
ideas. In the all-weather account, managers put together their best strategic asset allocation. 
The optimal portfolio, which Bridgewater launched last year, combines all-weather with active 
ideas tailored to complement a long asset allocation strategy.     
 
Reviewing recent performance, Ms. Oleson noted that the pure alpha strategy has been flat 
through the end of October because higher-conviction bets haven’t paid off. During shorter 
time periods, the firm has a winning percentage of 30 to 80 percent. Over longer periods time, 
that percentage ranges between 55 to 65 percent. As they seek  to make decisions that will tilt 
the odds in their favor, managers usually guess correctly about 60 percent of the time.  
 
Bridgewater has seen good opportunities on the alpha side during the course of the year. 
Global growth has picked up and continues to run roughly above trend, said Mr. Greely. 
Global inflation remains at about 3 percent. And dividend yields on equities are above bond 
yields for the first time since the 1940s. Stock market prices, however, are discounting 
earnings growth. Within Europe and Japan, markets expect no real earnings growth for equites 
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during the foreseeable future. The market has overlooked the upswing conditions that have 
occurred. That pessimistic outlook creates good opportunities. 
 
Looking into the future, managers foresee some interest rate hikes and have shifted their bonds 
position as a result. Managers also have made money on European and Japanese equities. U.S. 
equities, however, look expensive.  
 
New England Pension Consultants 
Rhett Humphreys 
 
Prior to Mr. Humphreys presentation, Mr. Hammond gave an update on the Investment 
Committee meeting on November 3. The committee discussed minor changes among the 
portfolio managers and plans for the county’s private equity program. About 23 percent of the 
county’s Southeastern portfolio is in cash; however, the committee chose to allow the firm to 
continue searching for investment opportunities.  
 
Mr. Humphreys next presented several reports to the board. The monthly “flash” report for the 
period ending October 31, 2016, showed a composite performance of -0.7 percent for the 
month. Year-to-date returns were 6 percent. Since inception, the county has seen returns of 7.6 
percent, slightly beating its actuarial target of 7.5 percent.  
 
Reviewing the executive performance analysis, Mr. Humphreys noted that for the third 
quarter, the county had returns of 4 percent net of fees. For the quarter, the county was in the 
top 21 percent of its universe of public plans. Year-to-date returns of 6.8 percent put the 
county in the top 38 percent.   
 
The Private Equity Review for the second quarter of 2016 reported that the pension system has 
committed $22,200,000 and actually funded out almost $146 million. That effort has generated 
$182 million in value and an IRR of 7.19 percent net of fees. On balance the county has 
enjoyed a strong private equity program, said Mr. Humphreys.  
 
A closer look at the report showed that a 2008 commitment to the Sigular Guff Distressed 
Opportunities Fund III had a performance of 10.59 percent net of fees. Fund IV, a 2011 
investment, has returned 9.67 percent. On the basis of the abbreviated Private Equity Pacing 
Plan shown to the board, NEPC recommends a $20 million commitment to Sigular Guff’s 
Fund V. Mr. Humphrey’s presentation included an Investment Due Diligence Report on the 
fund. 
 
MOTION: Ms. Sulick moved that the board commit $20 million to Sigular Guff’s Fund V. 
Mr. Hartzell seconded, and the board unanimously passed the motion.  
 
The board also agreed to move its meetings to noon on the third Tuesday of every month in 
2017.      
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Administrative Report 
 
Ms. Budowski reported 14 retirements in November, including 5 out of the Deferred 
Retirement Option Plan (DROP). The fall retirement seminar series will conclude this month. 
Ms. Morgan reviewed the financial statement.   
 
The meeting ended at 2:03 p.m. The next meeting will take place December 9, 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 


