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Board of Trustees  
Minutes of September 9, 2016 

Meeting 
 
 
Members Present:  John Hammond, Jay Cuccia, Mark Hartzell, Alan Hyatt, Jay Middleton, 
Julie Mussog, M. Kathleen Sulick, Jim Thomas, Leroy Wilkison 
 
Members Excused:   Howard Brown, Rick Napolitano, Ande Rhodes 
 
Member Absent:  Jennifer Gilbert-Duran 
 
Staff Present:  Anne Budowski, Janet Morgan 
  
Guests:  Melissa H. Albonesi, Bradley Bennett, Rhett Humphreys, Karl A. Schneider,              
Dale Waldroff, A.J. Washington   
 
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. O’Brien Atkinson sat in 
for Howard Brown.  
 
Minutes 
 
Mr. Hyatt moved to approve the minutes of the August 12, 2016, board meeting. Mr. Thomas 
seconded the motion, and the board approved the minutes. 
 

Investment Committee 
 
State Street Global Advisors 
Melissa H. Albonesi, Karl A. Schneider 
 
Providing updates on the firm, Ms. Albonesi reported that a new CEO joined State Street last 
year. The firm also recently acquired GE’s asset management business. This acquisition brings 
new alternative capabilities to State Street, including private equity and direct real estate. 
 
State Street manages $1.28 trillion in passive equity assets. Smart beta, the blending of active 
and passive strategies, has driven growth during the past 5 to 10 years. Strategies such as 
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research, broad market exposure and shared best practices also help the firm deliver returns. 
State Street looks to preserve wealth by avoiding open marketing trading and reducing 
transaction costs.   
 
At the end of June, State Street managed just over $70 million in the county’s S&P 500 fund.  
Regarding the fund’s tracking, during the last 12 months the portfolio had a slightly higher 
performance due to a large class action settlement that paid out in July 2015 from Bank of 
America. The settlement had an impact of plus 7 basis points, said Mr. Schneider. The 
management team has not changed during the last year. 
     
EIG  
A.J. Washington  
 
Seven offices around the world help EIG invest across the entire energy value chain. The firm 
has invested $21 billion over the course of its 34-year history. The firm currently has $14 
billion in assets under management.   
 
EIG focuses on more than just the North American upstream exploration and production 
(E&P) sector. The firm’s global investments include midstream assets, infrastructure, 
pipelines, energy transmission lines, power and renewables. EIG comes into transactions at the 
senior part of the capital structure to mitigate volatility and participate in upsides through net 
profit interest. Mr. Washington reported no changes to the team although Senior Advisor Kurt 
Talbot will retire in April 2017.  
 
Commodities continued to sell off through the first quarter of 2016 but have rebounded 
modestly. Price declines have impacted the sector, and improving technology and reductions 
in drilling and production costs could potentially lower breakeven prices. Even so, breakevens 
are still fairly high relative to U.S. oil and gas prices, said Mr. Washington. 
  
Another issue in the industry is high leverage due to E&P operator borrowing when prices 
were higher. As prices have dropped, EIG has seen about 85 bankruptcies throughout 2015 
and 2016, and managers expect the stress to continue. Over the long term, oil prices should 
come up to around $60 globally. In the meantime, managers foresee quite a bit of volatility 
within oil and natural gas.     
 
As traditional lending sources have dried up, EIG has gained from this environment by 
pursuing distressed-for-control transactions in both Funds XV and XVI. Other areas of 
opportunity include renewables and power, especially outside the United States. 
 
Fund XV is a 2010 vintage portfolio. The investment period ended June 2015. The fund 
remains above costs at 1.1x. The net internal rate of return (IRR) is 4.3 percent, a bit lower 
than during the same period last year. Total valuation on the portfolio is $2.9 billion. Managers 
have marked the strong-performing power and renewables sector at 1.6x in this portfolio.    
Mr. Washington reported six new investments for Fund XVI. The portfolio is now 70 percent 
invested. The fund will live or die by the Prumo Brazilian superport deal, said                                   
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Mr. Washington. Prumo, the biggest port in Latin America, has been operating above its initial 
investment case. EIG has injected another $130 million into the project with hopes of taking 
the deal private by the second quarter of next year. 
 
Sigular Guff 
Bradley Bennett 
 
Sigular Guff, a multistrategy private equity style firm, manages $11 billion in assets. The 
county pension system invests in the firm’s flagship Distressed Value Oriented Opportunities 
Fund, a $6 billion strategy. Managers pursue value-oriented distressed investing across all 
asset classes and geographies. The fund targets 15 percent returns to investors. Mr. Bennett 
reported no departures from the investment team and the addition of three professionals.   
 
The county invested $5 million in DOF Fund III in 2008. The investment period of this $2.4 
billion strategy ended in 2013. Sigular Guff has called $4,850,000 of the county’s investment 
and returned $5,639,331, for a net multiple of 1.5x. Managers hope to reach net returns of 
about 12 percent and a net multiple of 1.7x. 
 
Reviewing the investments in the portfolio, Mr. Bennett noted that Centerbridge Credit 
Partners had returns of 2.3x  Real estate investments such as Varde Fund IX have enjoyed a 
strong performance of 2.0x. Davis, a structured credit investment, generated returns of 20.5 
percent. Managers seek to liquidate this Fund III during the next 3 years. 
 
The 2010 Fund IV includes a $15 million commitment from the county. Sigular Guff has 
called $13,200,000 and returned $6,232,393. This $1.3 billion strategy also is fully committed.  
The firm will call the remaining capital, but distributions are coming back to investors as early 
commitments continue to perform. The firm expects an upside of at least 12 percent. Managers 
should see a net multiple of about 1.7x. 
 
The names in Fund IV are starting to become fully seasoned, said Mr. Bennett. Exeter 
Industrial Value, a commercial real estate fund, distributed $55 million of capital on a $31 
million investment last year, a 30 percent return and 1.9x multiple. Perella Weinberg Real 
Estate II, held at a 6 percent return, should grow to 15 to 20 percent. On the other hand, some 
of the separate accounts haven’t panned out as well as managers expected. Rather than a 15 
percent return, Sigular Guff expects a 5 percent return on some of the separate accounts, 
demonstrating the benefits of a deep value approach. The firm continues to raise funds for its 
$1.25 billion Fund V. 
 
New England Pension Consultants 
Rhett Humphreys 
 
The county reported year-to-date returns of 5.8 percent in the “flash” report ending August 31. 
The financial composite had a performance of 6.4 percent for the same period. Domestic 
equities were up nearly 7 percent year to date, international equities were flat and emerging 
market equities returned 19.3 percent year to date, net of fees. 
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On the fixed income side, bonds were up 7.5 percent year to date. The core fixed income 
composite returned 6.3 percent for the period. Non-core fixed income, diversified investments, 
reported 8.6 percent year to date. In this sector, Penn Capital was up 8.5 percent in 8 months, 
said Mr. Humphreys. In addition, PIMCO emerging market debt was up 14.5 percent year to 
date.  
 
In the Global Asset Allocation Composite, Bridgewater earned 5.9 percent year to date. The 
larger all-weather portfolio had a performance of 10.2 percent. The smaller hedge fund portion 
was up 1.2 percent for the month but down -9.7 percent year to date. The hedge fund portfolio 
has much more risk, said Mr. Humphreys, so the county’s strategy works well during difficult 
times such as this.   
         

Administrative Report 
 
Ms. Budowski reported 19 retirements in September, including 5 out of the Deferred 
Retirement Option Plan program (DROP). Staff scheduled retirement seminars to begin in 
mid-September. 10 seminars will take place throughout the county. Ms. Morgan provided the 
June 30, 2016, financial statements.  
 
The meeting ended at 1:34 p.m. The next meeting will take place October 14, 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 


