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Board of Trustees  
Minutes of October 17, 2017, 

Meeting 
 
 
Members Present:  John Hammond, Howard Brown, Jay Cuccia, Jennifer Gilbert-Duran, 
Mark Hartzell, Alan Hyatt, Mary Lu Hughes, Karin McQuade, Rick Napolitano, Ande 
Rhodes, M. Kathleen Sulick, Jim Thomas, Leroy Wilkison 
 
Staff Present:  Anne Budowski, Janet Morgan 
  
Guests:  Dominick Cice, Heather Hopkins, 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 12:11 p.m. by Mr. Hammond.  
 
Minutes 
 
Mr. Napolitano moved to adopt the minutes of the September 19, 2017, meeting. Ms. Hughes 
seconded the motion, and the board approved the minutes.    
 

Investment Committee 
 
Clarion Partners    
Heather Hopkins  
 
A longtime leader in real estate investment, Clarion has $43 billion in assets under 
management. The pension system has invested in Clarion’s Lion Properties Fund since 2005. 
Clarion remains an independently operated affiliate of Legg Mason, which took over as owner 
in April 2016. Ms. Hopkins, chief financial officer for the firm, has been with Clarion for 
about two years. David Gilbert is now the CEO for Clarion, while former CEO Stephen 
Furnary serves as executive board chairman.  
 
The Lion Properties Fund has $10.4 billion of gross asset value and $7.7 billion of equity from 
investors. Further, the fund has almost $50 million of investments from employees. Reviewing 
results through September 30, 2017, Ms. Hopkins noted the fund’s year-to-date 
outperformance. The fund also has beaten its benchmark during the one- , three-, five- and 
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seven-year time periods. Assets purchased since 2012 have driven those returns due to the 
efforts of portfolio manager Jeb Belford, who began executing the current strategy in 2013. 
The fund also has benefited from the strong performance in the real estate market following 
the financial crisis. 
 
The Lion Properties Fund remains heavily weighted toward the top 9 markets in the United 
States. Those markets include major cities on the East and West Coasts as well as Houston and 
Chicago. Fund managers plan to reduce apartment exposure in Washington, DC. Industrial 
properties remain a strong performer due to e-commerce. Four of the six property assets 
acquired so far in 2017 have been industrial properties, including an Amazon space near 
Baltimore. The fund now has three major Amazon leases.   
 
As e-commerce creates a headwind for malls and shopping centers, managers will maintain an 
underweight in the retail sector. The fund has a long-term underweight bias toward office 
space. Managers are even with the benchmark in apartments as they seek urban,                                
transit-oriented locations with strong amenities that appeal to millennials. Workforce housing 
also has performed well, said Ms. Hopkins, noting a new land deal in the San Francisco Bay 
area that will feature residential apartment buildings. One residential asset in Houston suffered 
damage from Hurricane Harvey.  
   
Capital Dynamics 
Dominick Cice 
 
The pension system’s investments in Capital Dynamics are winding down, with only a few 
major assets remaining. The firm, which maintains 10 offices globally, invests in private 
equity and clean energy infrastructure and has more than $28 billion in assets under 
management. Mr. Cice reported that Helen Lace has replaced Cynthia Duda, who retired 
during the summer after 10 years with Capital Dynamics.   
 
The county invests in HRJ Special Opportunities I, which focuses on distressed and 
turnaround private equity managers. This global fund launched in 2006 just before the 
financial crisis. Capital Dynamics purchased the HRJ assets in 2009 and has managed them 
ever since. 
 
Overall performance has crept up slightly since 2005 after a slight decline during the 2012-
2013 timeframe. The fund now reports a 1.17 net multiple and a 2.1 percent net internal rate of 
return (IRR). For the first half of 2017, the remaining portfolio appreciated 9 percent. 
Although the fund began making investments during a downturn, managers expect upside 
returns and future distributions. In fact, Mr. Cice noted year-to-date distributions of 12.2 
percent and the cumulative return of 80.2 percent of capital drawn. The firm expects to 
distribute most of the last remaining assets during the next 6 to 12 months. Of its original $5 
million commitment, the county still has about $1.8 million in unrealized value.    
 
The U.S. investments in the fund outperformed the international holdings. Reporting on some 
of the remaining funds, Mr. Cice said Fortress IV and the Fortress IV co-investment remain 
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the largest holding. The Intrawest resort operation, a large Fortress IV investment, sold in early 
July 2017. The performance of another Fortress holding, Nationstar Mortgage, has steadily 
improved. Fund managers continue to explore sale options.  
 
Tennenbaum Opportunities V focuses on debt and equity trading strategies. This portfolio 
should scale down further throughout the year. Another top performer, Cerberus IV, 
appreciated 4.5 percent. Value drivers included Steward Healthcare, the largest for-profit 
hospital chain in the United States. And within the OCM Principal Opportunities Fund IV, the 
sale of AdvancePierre Foods, producer of packaged sandwiches and snacks, to Tyson Foods 
returned 23 times the initial investment.  
 
All of the underlying funds continue to focus on exits, said Mr. Cice. The term on the portfolio 
ends in late 2018. Capital Dynamics may ask for an extension or consider selling the portfolio 
on the secondaries market. 
 
 Keith Stronkowsky   
New England Pension Consultants  
 
Mr. Stronkowsky provided a positive report on the September performance. All assets are up 
for the year with emerging markets leading the way, followed by international and U.S. 
holdings. 
 
Reviewing the equities side of the “flash” report, Mr. Stronkowsky said domestic equities were 
up 2.7 percent for the month. Large-cap managers such as Westwood and Southeastern were in 
line with their benchmarks and both added value for the quarter and year to date. Southeastern, 
in particular, has rebounded after struggling 18 to 24 months ago. Smaller-cap firms Chartwell 
and Wedge trailed their benchmarks. Chartwell, which was underweight in industrials, missed 
a big rally in that space. Wedge suffered from a rally in riskier, smaller names. NEPC will 
keep an eye on the small-cap managers. 
 
International equities returned 3.3 percent for the month. Causeway and Lazard saw strong 
performances during the three-month and year-to-date time periods. Segall, Bryant and Hamill 
reported 8.8 percent for the quarter versus the benchmark’s 7.5 percent. In emerging markets, 
Dimensional fell to -2.2 percent for the month. Year to date, however, the firm is up 24 
percent. 
 
Core fixed income was down a bit for the month. Western and Voya were both slightly 
negative for the one-month period but in line with their benchmarks for the quarter and year to 
date. In the non-core sector, Blackrock returned 5.2 percent for the year. Penn Capital was 
slightly below its benchmark for the month but reported 6 percent year to date. Bridgewater’s 
all-weather portfolio was flat for the month but up 6.4 percent year to date. The pure alpha 
portfolio was down -1.2 percent year to date but returned 13.2 percent for the year. 
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Mr. Hammond reported on Lazard’s election of new directors and its plans to modify 
investment policies. Mr. Hammond shared information with NEPC prior to voting by proxy. 
NEPC supported Lazard’s proposed new directors and changes. 
   
MOTION: Mr. Cuccia motioned to vote the Lazard proxy in favor of the items presented as 
reviewed by NEPC. Mr. Hartzell seconded, and the board unanimously passed the motion. 
 
The Investment Committee will meet Thursday, November 16.  
 

Administrative Report 
 
Ms. Budowski reported 17 retirements for October. In other news, staff members continue to 
schedule health benefits fairs as part of open enrollment season. Staff also have mailed 
nominations letters for Mr. Brown’s board seat. 
 
The meeting ended at 1:25 p.m. The next meeting will take place November 21, 2017. 
 

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


