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Board of Trustees  
Minutes of December 12, 2014, 

Meeting 
 

 
 
Members Present:  John Hammond, Jay Cuccia, Alan Hyatt, Jay Middleton, Julie Mussog, 
Ande Rhodes, M. Kathleen Sulick, Jim Thomas, LeRoy Wilkison 
 
Members Excused:  Howard Brown, Jennifer Gilbert-Duran 
  
Guests:  Hugh Boyle, Rachael Camargo, Rhett Humphreys, Michael Jupiter, Dan Meade,     
Erin Doyle Orekhov  
 
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. Ande Rhodes has 
returned to the board, and Carleton Epps and Karen Cook have left.  
 
Minutes 
 
Mr. Wilkison made a motion to approve the minutes of the November 14, 2014, board 
meeting. Mr. Cuccia seconded the motion, and the board approved the minutes.  
 

Investment Committee 
 
Apollo 
Dan Meade, Michael Jupiter  
 
Keeping an eye on pockets of volatility in the market, Apollo has begun seeking investors for 
its $18 billion Fund VIII. Founded in 1990, the firm has $164 billion in assets under 
management and has 10 offices worldwide. Apollo invests in private equity, credit and real 
estate, and fund managers interact among all divisions.  
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With its focus on value, Apollo seeks to buy investments at a cheaper price and exit at 
multiples greater than the industry average. The firm also prefers mature, well-known 
industries with track records that are easy to understand and analyze. Managers have sold most 
of the investments from the prior funds and generated good returns, so now they can 
concentrate on building Fund VIII, said Mr. Jupiter.     
 
Managers see signs of a fundamental downside and other potential areas of distress, including 
a slowdown in Europe, rising rates and the effect of falling oil prices on developing countries 
and emerging economies. That volatility could lead to a negative environment during the next 
12 to 24 months -- and provide windows of opportunity, particularly in leveraged buyouts. The 
United States should reach full employment around 2016-2017, which implies the economy is 
still mid-cycle. The Fed has kept rates at historic lows, and expectations for higher rates are 
muted relative to past cycles. 
 
Providing an update on Fund VIII, Mr. Jupiter said the pipeline is strong for new investments, 
particularly in the energy sector. What’s more, the firm has seen some interesting deals in 
2014 as sponsor-to-sponsor transactions have reached a 10-year high. Apollo managers, 
however, are not rushing to deploy capital. To date Fund VIII has invested or committed $3.2 
billion across 10 transactions. No more than 30 percent of the fund will go into diverse areas 
of the energy sector.   
 
Voya 
Hugh Boyle, Rachael Camargo, Erin Doyle Orekhov  
 
In April, ING U.S. became Voya Financial. ING Group ownership is at 19 percent as of 
November, which gives Voya additional independence. Although the firm has a new name, its 
longstanding investment management team provides continuity. 
 
Reviewing the core fixed income strategy.  Ms. Camargo reported that security selection has 
been key in 2014. The fund reported a year-to-date performance of 6.29 percent versus 5.87 
percent for the benchmark. Top credit exposures included Verizon, Bank of America and JP 
Morgan Chase. The firm avoided big interest rate bets and remained underweight to treasuries. 
Growth in the United States hasn’t been robust but it was one of the better places to invest, 
said Ms. Camargo. Managers anticipate modest economic growth, weak global inflation and 
increasing volatility as rates begin to rise late in 2015 or possibly in 2016.  
 
In the large cap growth mandate, managers look for momentum, market recognition and 
attractive valuations when buying or selling securities. The fund outperformed its benchmark 
in all time periods and has added value since inception. 
 
Managers sought to add alpha in 2014 by selecting good stocks. The health care sector was the 
top contributor to performance. Managers also helped the portfolio by avoiding IBM, said 
Orekhov. The weakest sectors were financials and consumer discretionary. Lack of exposure 
to real estate investment trusts (REITS) and an overweight position in Prudential hurt 
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performance. An overweight to Best Buy also detracted from performance. The firm maintains 
a slight underweight to energy. 
 
New England Pension Consultants 
Rhett Humphreys 
 
The “flash” report for the period ending November 30 showed good returns for the county 
despite market volatility during the last four months. The plan was up 80 basis points for the 
month, and year-to-date composite returns were 5.9 percent. Even if the county experiences a 
correction in December, the five-year performance should still remain more than 9 percent net, 
said Mr.  Humphreys.  
 
U.S. equity managers returned 10.5 percent year to date. The international equity composite 
was down -1.6 percent year to date, and emerging markets reported 0.2 percent for the same 
time period. All equity managers were ahead in their since-inception numbers except for 
Dimensional.  
 
In fixed income, performance was up overall. Total fixed income composite returns were         
5 percent year to date. The composites for high yield and emerging fixed income were 2.8 
percent and 3.2 percent year to date. Looking at the individual managers, Mr. Humphreys 
noted that Voya’s since-inception returns were slightly behind its benchmark. The firm, 
however, was ahead 20 to 50 basis points during the one-, three- and five-year time periods. 
Bridgewater had a good month as well as a good year. 
 

Administrative Report 
 
Retirements remain on slight upward trend, said Mr. Peterson. In other news, Mr. Brown was 
re-elected to the police plan, and the evaluation process will begin with Bolton in January.       
    
The meeting ended at 1:44 p.m. The next meeting will take place January 9.  
 

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


