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Board of Trustees  
Minutes of February 21, 2017 

Meeting 
 
 
Members Present:  John Hammond, Howard Brown, Jennifer Gilbert-Duran, Karin McQuade, 
Ande Rhodes, M. Kathleen Sulick, Jim Thomas, Leroy Wilkison 
 
Members Excused:  Jay Cuccia, Mark Hartzell, Alan Hyatt, Jay Middleton, Rick Napolitano   
 
Staff Present:  Janet Morgan 
  
Guests:  Grant Johnson, Gordon Hargraves, Rhett Humphreys Chris Stringer, Tripp Taliaferro, 
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 12:07 p.m. by John Hammond. Mr. Hammond 
welcomed County Controller Karin McQuade to the board.   
 
Minutes 
 
Mr. Wilkison moved to approve the minutes of the January 17, 2017, meeting. Mr. Thomas 
seconded the motion, and the board approved the minutes. 
 

Investment Committee 
 
Private Advisors  
Gordon Hargraves, Chris Stringer, Tripp Taliaferro 
 
With a focus on business building and growth, Private Advisors aims to provide consistent 
returns during bull or bear markets. The private equity side of the firm remains stable with 
$2.6 billion in assets under management. Returns should be closer to $3 billion by the end of 
the year. The hedge fund portion reported $2.1 billion in assets under management. New York 
Life owns two-thirds of the firm. Employees own the remaining one-third.   
 
The county pension system invests in Funds V and VI as well as the Small Company 
Coinvestment Fund. Within Funds V and VI, underlying managers invest in 8 in 12 
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businesses. Managers typically purchase North American, family-owned companies, improve 
the management or marketing systems, and sell those companies to larger funds or corporate 
buyers. Private Advisors seeks to return to its clients a 1.7 to 2 times multiple of capital. Net 
returns range between 15 to 20 percent.      
  
Fund V, a 2012 vintage portfolio, has a current net internal rate of return(IRR) of 8.6 percent. 
Private Advisors has committed $340 million to 17 fund managers. This relatively young 
portfolio remains in the investing stage; however, 5 funds are less than 50 percent called, so 
many underlying managers retain significant dry powder, said Mr. Hargraves. The portfolio 
eventually will include 160 companies that focus on industrials, technology, energy or health-
care devices.  
 
Early exits out of the fund have generated a capital weighted 3.8x gross multiple on invested 
capital, said Mr. Hargraves. A pending exit should see a performance of more than 4 times 
invested capital. Managers expect the fund to have net returns of 1.7x to 2x. In response to a 
question from Ms. Sulick, Mr. Stringer noted that distressed/turnaround manager Atlas Capital 
invests in industrial businesses and will soon grow too large for Private Advisors’ future 
portfolios.    
 
The 2014 vintage Fund VI has committed $345 million to 16 funds so far. Total fund size is 
$350 million. As of  January 2017, managers have called $4.5 million to support new 
investments, and capital requests will occur each quarter for the remainder of the year. 
Significant dry powder remains in this young fund, Mr. Hargraves added. Two early exits 
generated a capital weighted 3.2x gross multiple on invested capital. The portfolio will 
eventually include 150 to 185 companies.   
 
As part of its coinvestment business, Private Advisors makes direct equity investments 
alongside its private equity managers. The firm continues to target buyouts and growth equity 
in its $125 million Fund IV small company program. The fund exited two companies at the 
end of December 2016 with returns of 3x and 3.3x respectively, said Mr. Taliaferro. A 
complicated carve-out from the BASF chemical company should return more than 4 times the 
invested capital. 
 
Newstone 
Grant Johnson 
 
The county’s Newstone funds have reached harvest mode. Newstone, founded in 2006, is a 
middle market mezzanine fund based in Dallas. Discipline, strategic relationships and capital 
preservation have helped the firm invest $2.2 billion in 50 portfolio companies with 30 private 
equity sponsors.  
 
Fund I, a 2006 portfolio, has $865 million in committed capital. Newstone invested $948 
million in 23 companies thanks to recycled capital, said Mr. Johnson. The firm has realized 22 
of those investments and seeks to exit its remaining position, EAG, within the near term. 
Fortiline, a water distribution products business that struggled during the financial recession, 
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bounced back and sold to a strategic buyer for a 1.8 times return. Health care was the largest 
industry sector in this portfolio. Fund I has a net internal rate of return (IRR) of 8.6 percent.      
 
Newstone has realized 12 of the 19 investments in the 2010 vintage Fund II. Newstone 
invested $890 million and distributed $777 million to investors. Health care remains largest 
industry sector, followed by software and services. The largest holding, however, is Cision, 
which bought PR Newswire in 2016. Newstone increased its debt from $45 million to $60 
million and put an extra $2.6 million of equity into that business. L-com’s exit from Fund II 
generated a 3.4x multiple of invested capital and an approximate 35.4 percent IRR.   
 
Fund II should enter harvest mode within the next year or so, said Mr. Johnson. Operating 
performance remains on track and mangers don’t foresee any maturity risks. 
 
Warburg Pincus Private Equity  
James Wilson 
 
With more than 50 years of private equity experience, Warburg Pincus maintains its focus on 
global growth and sector expertise. This emerging markets pioneer began investing outside of 
the U.S. in 1983 and has operated in China and India for more than two decades. Warburg 
Pincus enjoys consistent returns of 17 percent net IRR, typically beating its benchmark by 
more than 900 basis points.  
 
The county has invested in the firm’s 2015 Fund XII, a $13.4 billion portfolio. Reporting on 
this young fund, Mr. Wilson noted that deployments remain on schedule. The fund is off to a 
quick start but still has room for more geographic diversity. Top sectors include energy and 
U.S. tech companies. Logistics also is a popular theme as online businesses look for ways to 
get goods and products to their customers.  
 
Mr. Wilson highlighted such businesses as NeoGov, a talent management platform for public 
sector clients, and Gojek, an “Uber”-like Indonesian firm that offers ride-hailing; courier, 
masseuse and beautician services; and mobile payments. The firm mitigates risk with its 
foreign holdings by working with familiar sectors and companies and proceeding carefully.  
As the portfolio continues to develop, Warburg Pincus could call anywhere from 9 percent to 
18 percent of the fund this year.  
 
 New England Pension Consultants 
Rhett Humphreys 
 
Mr. Humphreys addressed several reports with the board during the NEPC presentation. The 
“flash” report for the period ending January 31 highlighted one-month returns of 1.8 percent. 
The financial composite was 2.1 percent for the month. Domestic equities had returns of 2.4 
percent for the month, and the international equity composite reported 2.7 percent for the same 
time period. Emerging market equities had a performance of 6.3 percent.  
Reviewing individual managers, Mr. Humphreys said Dimensional is now outperforming in 
every time period. Chartwell, which had been underperforming for the last few years, has 
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made some managerial changes that could lead to positive results. Indeed, Chartwell beat its 
benchmark 4.6 percent versus 1.6 percent for the month.  
 
On the bonds side, emerging market debt manager PIMCO outperformed its benchmark 14.9 
percent versus 12.2 percent for the year. Bridgewater reported 0.6 percent for the month and 
10.4 percent during the last year. 
 
The Executive Performance Report for the fourth quarter of 2016 showed that the county 
earned 7.6 percent net of fees for the year. Mr. Hammond noted that the pension system 
reached a new high with a composite market value of $1.7 billion. 
 
Turning to the Private Equity Review for the third quarter of 2016, Mr. Humphreys reported 
an IRR since inception of 7.33 percent. And in light of the 2017 Asset Allocation Study, 
NEPC recommended no changes to the county’s current policy target percentages. 
 
Last, the Investment Committee recommended taking $15 million from Wedge and $5 million 
from Chartwell to rebalance the portfolios, meet capital call obligations and fund retirees.    
 
MOTION: Mr. Wilkison made a motion to withdraw $15 million from Wedge and $5 million 
from Chartwell. Mr. Thomas seconded, and the board unanimously passed the motion.  
         

Administrative Report 
 
Ms. Morgan distributed December 2016 financial statements. The audit is under way. 
 
The meeting ended at 2:12 p.m. The next meeting will take place March 21, 2017. 
 

 
 
 
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 


