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Board of Trustees  
Minutes of January 8, 2016 

Meeting 
 
 
Members Present:  John Hammond, Jennifer Gilbert-Duran, Alan Hyatt, Julie Mussog,         
M. Kathleen Sulick, Jim Thomas, Leroy Wilkison 
 
Members Excused:  Howard Brown, Jay Cuccia, Mark Hartzell, Jay Middleton,                     
Rick Napolitano, Ande Rhodes 
  
Staff Present:  Janet Morgan, Tom Mullenix 
  
Guests:  Mark Andrew, Joe Kaufman, Keith Stronkowsky  
 
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 12:12 p.m. by John Hammond.  
 
Minutes 
 
Mr. Hyatt made a motion to approve the minutes of the December 11, 2015, board meeting.   
Ms. Mussog seconded the motion, and the board approved the minutes.  
 

Investment Committee 
 
Crescent 
Joe Kaufman 
 
As an alternative credit manager, Crescent focuses on financing solutions. This LA-based firm 
works with private equity partners as they purchase companies, develop strategies and help 
businesses grow. Crescent has about $17 billion in assets under management. Since 1992, the 
firm has structured about $13 billion in transactions.   
 
Sourcing is the lifeblood of Crescent’s business, and well-established relationships provide a 
competitive advantage. The firm’s goal is to see everything out in the market, then rely on its 
experienced team and disciplined strategy to choose the best opportunities. Managers look to 
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invest in large, mature businesses with seasoned management. The firm also seeks to be the 
sole or lead investor in every transaction to maintain an element of control. 
 
Reviewing the economic environment as of late 2015, Mr. Kaufman said the market still has 
room to grow. The job numbers look strong, and low inflation along with moderate housing 
growth should help the U.S. economy continue to expand. Further, significant private equity 
money remains on the sidelines, and volatility in the credit market benefits Crescent. In 
reviewing 250 to 300 transactions each year, managers see good opportunities but want to 
remain as disciplined as possible.  
 
The county has invested in TCW Funds IV, V and VI. TCW’s well-diversified Fund VI, a 
privately negotiated, unique portfolio, focuses on such industries as business services and 
health care. Mr. Kaufman noted that hospice care and dental services companies provide 
growth and stability within the health-care sector. Recent transactions include Rockport shoes, 
American Seafood and Integro, an insurance brokerage business. These investments 
demonstrate Crescent’s ability to negotiate complicated deals with established brands.   
 
Investments typically last seven to eight years, but with rates going up, Crescent may be in 
these transactions a while longer, which increases the money flow. Fund V is a similar fund. 
Crescent continues to fund raise for its $3 billion Fund VII.  
 
Lexington Partners   
Mark Andrew   
 
Lexington, a leading secondary fund of funds manager, buys existing fund interests from 
limited partners. The firm typically buys into these funds when they are already four or five 
years old, which reduces risk.  
 
Lexington has $29 billion of original committed capital and more than 390 completed 
transactions. In addition to its eight locations around the globe, the firm opened an office in 
Santiago, Chile, this month. Mr. Andrew reported no turnover on the team. 
 
Managers expect global secondaries to remain a $30 billion market throughout the next five 
years. During the past several years, Lexington has seen its greatest success in providing 
investor solutions -- large, complex transactions that require proven skills. Large banks, 
fiduciary investors and sponsors/spin-outs tend to seek these opportunities. 
 
Anne Arundel County committed $5 million to Lexington VI,  a vintage 2006 portfolio. This 
$3.8 billion fund became fully committed in 2010. Lexington distributed $4.2 billion back to 
investors. The firm may end up with an internal rate of return (IRR) of 1.6x gross and 1.5x net.  
 
The county made a $15 million commitment in Fund VII. This young fund, which was fully 
committed in January 2014, has a lot of upside, said Mr. Andrew. Managers have invested 
$5.8 billion and already distributed $5 billion. Further, managers invested Lexington VII 
during a much better economic cycle, resulting in an IRR of 1.7x gross and 1.5x net. The firm 
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ultimately expects a 1.9x net return for the county. The bulk of the fund’s investments were in 
buyouts, with only 1 percent devoted to the energy sector.   
 
The county also has invested $15 million in Fund VIII. This $9.2 billon fund is about 50 
percent committed. For the first time, Lexington used a $2.25 billion credit facility to fund 
some of the early purchases in the portfolio. That has helped the county earn 1.5x net. Further, 
the firm has distributed $200 million out of Fund VIII. The market grew very pricey in 2015, 
however, said Mr. Andrew, resulting in a discount rate of 18 percent versus 23 percent for the 
previous two funds. Lexington continues to monitor a deal pipeline of $24 billion but 
managers expect to move cautiously throughout 2016.   
   
New England Pension Consultants 
Keith Stronkowsky 
 
2015 saw a lot of volatility as the federal government finally increased interest rates in 
December and investors experienced issues with China all year. Further, the meltdown in 
energy flowed into emerging markets. 
 
U.S. markets performed despite the turbulence, said Mr. Stronkowsky, who noted that 
domestic equities and bonds were up on broader benchmarks while everything else was 
negative. Nearly all of the county’s domestic equity managers fared well versus their 
benchmarks. International and emerging markets managers felt some pain. All of these issues 
contributed to the county’s one-month performance of -1.8 percent on the “flash” report for the 
period ending December 31, 2015. 
 
In the international equity space, GMO and Lazard detracted from the month’s performance. 
Causeway added a bit of value. In emerging market equities, Dimensional reported -3 percent 
for the month versus the benchmarks -2.2 percent. The choppiness in the market will likely 
continue throughout the first quarter or so until China slows down. U.S. interest rates also may 
increase again in March, which would cause more volatility. 
 
The core fixed income composite had a performance of -0.3 percent for the month due to 
rising interest rates. Penn Capital showed returns of -1.5 percent for the month against its 
benchmark’s -1.6 percent. PIMCO continued to struggle with a one-month performance of -2.6 
percent versus the benchmark’s -1.4 percent. Bridgewater reported -3.0 percent for the month. 
 
PIMCO will meet with the Investment Committee on February 4 at 11:00 a.m.  
 

Administrative Report 
 
Mr. Mullenix briefly covered several issues in his report, including these announcements: 
 

 Employee pay raises took effect December 31, 2015, and January 14, 2016. Also a 
significant number of employees want to enter the Deferred Retirement Option 
Program (DROP).   



Anne Arundel County Retirement and Pension System                                                                 4 
January 8, 2016

 
 

 
Audio Associates 
(301) 577-5882 

 The November board meeting will occur November 4, 2016, due to the Veterans Day 
holiday. 
 

 Staff members have begun testing an automated retiree calculation worksheet program. 
The program should be in place for all plans within the next 4 to 6 months.   

 
 Valuation planning continues, and cost-of-living adjustment (COLA) projections 

appear to be positive for the year.  
 

 A new assistant personnel officer will come on board in mid-February.  
 

 The Audit Committee reported to the board that the contract with Clifton for the 
pension audit should be extended without having to go through the purchasing 
department. 

 
MOTION: Ms. Mussog moved to extend the Clifton contract so the firm can complete the 
FY15 audit. Mr. Wilkison seconded the motion, and the board unanimously passed the motion.  
 
The meeting ended at 1:35 p.m. The next meeting will take place February 12, 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  


