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Board of Trustees  
Minutes of January 9, 2015, 

Meeting 
 

 
 
Members Present:  John Hammond, Howard Brown, Jennifer Gilbert-Duran, Alan Hyatt,      
Jay Middleton, Julie Mussog, M. Kathleen Sulick, Jim Thomas, LeRoy Wilkison 
 
Members Excused:  Jay Cuccia, Ande Rhodes 
 
Staff Present:  Janet Morgan, John Peterson 
  
Guests:  Mark Andrew, Rhett Humphreys, Joe Kaufman 
 
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 12:10 p.m. by John Hammond.  
 
Minutes 
 
Mr. Hyatt made a motion to approve the minutes of the December 12, 2014, board meeting. 
Mr. Thomas seconded the motion, and the board approved the minutes.  
 

Investment Committee 
 
Crescent  
Joe Kaufman  
 
Mezzanine is the flagship product for this leading independent credit investment firm, founded 
in 1991. Crescent has 125 employees across four offices and approximately $16 billion in 
assets under management. With a focus on debt across five complementary investment 
strategies, Crescent’s portfolio includes second liens, mezzanine notes and other transactions 
led by private equity firms.    
 
The county pension system has invested in Funds IV, V and VI. The funds typically have 25 to 
35 investments diversified by industry, geography, private equity sponsor and type of security. 
Mr. Kaufman noted that Crescent has stayed away from oil and gas exposure in its portfolios. 
During 2014, managers saw a competitive market led by significant private equity money and 
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lots of acquisition opportunities. Due to its experience, broad perspective and market 
relationships, Crescent has enjoyed ample deal flow.    
 
Fund VI, which closed in 2012, is performing well. The fund has made 25 investments totaling 
$2.7 billion as of December 2014, with no payment defaults. During 2014, the fund also saw 
two realizations: The Insight Global tech staffing business and AMCo, a European 
pharmaceutical business. The portfolio is generating about $228 million of income, the 
majority of which is cash, said Mr. Kaufman.   
 
Nearly 20 investment opportunities are under review, totaling in excess of $2 billion. 
Highlights in this fund include Mr. Car Wash, which sees about 12 million cars per year across 
15 states. Earning 1 percent of a $22 billion market, the firm has a good growth story. National 
Veterinary Associates has 450 vets in 35 states with a 95 percent vet retention rate. 
 
Now in its harvest stage, Fund V, a 2008 vintage fund, has returned more than 100 percent of 
capital and should have more distributions coming. Fund IV saw weaker returns as fund 
managers worked patiently to guide businesses through the recession. However, this 2006 fund 
returned almost 120 percent of capital. Reviewing the struggling performers, Mr. Kaufman 
said the Tourneau watch retailer remains engaged. Select Service Partner went public, and 
Crescent should get 70 to 80 percent of its money back. Crescent is now in the early stages of 
Fund VII. 
 
Lexington Partners 
Mark Andrew  
 
Lexington serves as a counterpart in a solution-driven process, assisting such financial 
institutions as Credit Suisse, Citibank, Bank of America/Merrill Lynch and the National 
Pensions Reserve Fund of Ireland.  
 
As a secondary manager with more than $25 billion of original committed capital, Lexington 
focuses on purchasing from existing limited partners their interest in an existing fund. 
Lexington typically buys an asset that is already five to six years old, so managers know the 
companies in the underlying fund at the time of purchase. Mr. Andrew reported no changes to 
the investment team.  
 
The county has participated in Funds VI, VII and VIII.  Fund VIII already has commitments in 
excess of its $8 billion target. Lexington has demonstrated the ability to manage traditional 
secondaries transactions as well as large, sophisticated deals with major financial players 
around the world.   
 
The county made a $5 million investment in Fund VI. The total capital for this fund, fully 
committed in 2010, is $3.8 billion. The fund has completed 73 secondary transactions. The 
fund has distributed about $3.4 billion. Lexington VII, also fully committed, should deliver a 
2x return gross. The fund has distributed $3.7 billion or 67 percent of contributed capital. 
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Fund VIII is an $8 billion fund that will be similar to Fund VII. Managers have already 
invested $1.9 billion, which has a reported value of about $2.4 billion. Initial investments in 
this fund include exclusive or limited commitments with Citibank, J.P. Morgan and the Asian 
bank Mizuho.    
  
New England Pension Consultants 
Rhett Humphreys 
 
The month of December wasn’t pretty, said Mr. Humphreys in his comments on the “flash” 
report for the period ending December 31. The financial composite was -1.6 percent for the 
month. The one-year performance will probably be between 3.9 percent and 4.4 percent net 
once all the final numbers are in. The five-year returns should be about 8.8 percent, and long-
term numbers since inception show a return of 8 percent net of fees.  
 
The county has experienced a U.S. equity market for the last six months with little help from 
the other sectors. The domestic equity composite reported 10.3 percent year to date. 
International equity, however, returned -4.8 percent and emerging markets had a performance       
of -4.4, both during that same time period. On a good note, all the international equity 
managers are ahead net of fees since inception, including Lazard.    
  
Fixed income had a similar performance. Core fixed income reported year-to-date returns of 
6.5 percent, but emerging fixed income was down with a performance of -2.9 percent for the 
same time period. Bridgewater, which makes up 15 to 16 percent of the plan, helped keep 
fixed income moving in the right direction. For the month, Bridgewater saw -1.6 percent, but 
the portfolio reported 7.2 percent net for the year, above their benchmark at 6 percent.  
 
The Investment Committee meeting will take place February 5th at 10:00 a.m.   
 

Administrative Report 
 
Retirements continue to move steadily along, said Mr. Peterson, noting that each month three 
to four people are exiting the Deferred Retirement Option Plan (DROP). That should continue 
for the next two years. The audit has begun, and staff members are in the middle of the 
evaluations.   
 
The meeting ended at 1:40 p.m. The next meeting will take place February 13.  
 

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


