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Board of Trustees  
Minutes of January 16, 2018, 

Meeting 
 

DRAFT 
 
Members Present:  John Hammond, Howard Brown, Jay Cuccia, Jennifer Gilbert-Duran, 
Mark Hartzell, Alan Hyatt, Mary Lu Hughes, Karin McQuade, Rick Napolitano, M. Kathleen 
Sulick, Leroy Wilkison 
 
Members Excused:  Ande Rhodes, Jim Thomas 
 
Staff Present:  Anne Budowski 
  
Guests:  Mark Andrew, Grant Johnson                
 
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 Mr. Hammond.  
 
Minutes 
 
Mr. Wilkison moved to adopt the minutes of the December 19, 2017, meeting. Mr. Hyatt 
seconded the motion, and the board approved the minutes.    
 

Investment Committee 
 
Newstone Capital Partners    
Grant Johnson  
 
Newstone’s investment strategy employs disciplined credit analysis and active portfolio 
management. Founded in 2006, the firm has invested $2.4 billion in 54 portfolio companies 
with 31 private equity sponsors. The investment team operates out of Dallas. Mr. Johnson 
reported the addition of two new associates in 2017. 
  
The county has invested in Newstone’s Fund I and Fund II. Fund I is 2006 portfolio with $865 
million in committed capital. The fund remains in harvest mode, and Newstone has distributed 
$1.4 billion to investors. The fund generated a gross internal rate of return (IRR) of 12.2 
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percent and a net IRR of 8.7 percent. Newstone has extended the fund’s termination date until 
May 2018 to realize on the fund’s two remaining positions, which carry a value of about $4 
million.  
 
Fund I included such companies as PETCO, Jen-Coat, Jacuzzi and Suture Express. The 
unrealized value on Jacuzzi, $2.3 million, will likely be realized in connection with the change 
in control of the company, said Mr. Johnson. Newstone is waiting for the private equity 
sponsor to sell Jacuzzi. Mr. Johnson reported a similar strategy for the unrealized value of $1.2 
million in Suture Express. The sale of EAG in December 2017 generated a total gain of $81 
million, representing a 1.8x multiple of invested capital and an approximate 15.4 percent IRR.   
 
The 2010 vintage Fund II has $800 million in capital commitments. Newstone invested $931 
million in 19 companies, representing 116 percent of committed capital. The additional capital 
above the $800 million was due to recycled capital. The firm has realized 16 of 19 
investments. Newstone has distributed $944.7 million to investors. The fund has a gross IRR 
of 17.4 percent and a net IRR of 10.7 percent.  
 
Reporting on recent developments, Mr. Jonson said PatientPoint Network Solutions paid out 
through refinancing. That debt investment generated a 1.4x multiple of invested capital and 
13.4 percent IRR. Equity securities remain outstanding. Resolute Investments Managers also 
refinanced during late 2017, redeeming debt securities for a 1.2x multiple of invested capital 
and 11.9 percent IRR. Equity also remains outstanding in that transaction.   
 
The final deals in Fund II are Fairway Media Group, Research Now and Integro. This portfolio 
may require another two years to complete. 
 
Lexington Partners  
Mark Andrew 
 
Lexington remains the largest independent secondary manager, with $38 billion of committed 
capital. The fund has generated gross IRR of 21.2 percent and net IRR of 16.5 percent, with 
early and frequent cash distributions. Mr. Andrew reported no staff changes in the county’s 
portfolios, Funds VI, VII and VIII. 
 
Lexington invested Funds VII and VIII during better times. Fund VI, fully committed in 2010, 
saw a total gain of just under $2 billion and a net multiple of 1.4x, results that were on the low 
end of what managers expected. This 2006 vintage fund, deployed during the global financial 
crisis, required 9 years to return capital and has a remaining value of $737 million. The bulk of 
the remaining exposure is in the KKR fund, and Lexington expects underlying managers to 
aggressively sell down any public holdings. 
 
Lexington VII, a vintage 2010 portfolio, is a much stronger vehicle that still offers some 
upside. KKR also holds a number of the remaining funds in this portfolio. Fund VII required 5 
years to return capital. 
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Lexington invested Fund VIII during a frothier market, said Mr. Andrew. This 2014 fund has a 
remaining value of $6.4 billion. Lexington used a credit strategy during the early years and is 
now starting to pay that down. The fund will be fully committed during the third quarter of 
2018. Also during 2018, the firm plans to raise Lexington IX, a $10 billion fund.    
 
New England Pension Consultants  
Rhett Humphreys    
 
The county reached market value of $1.9 billion in the “flash” report for the period ending 
December 31, 2017. Composite returns were 1.4 percent for the month. Year-to-date 
performance was 15.7 percent.  
 
Equity holdings worked in tandem as expected, said Mr. Humphreys. Domestic returns were 
20.7 percent year to date. International equity reported 27.4 percent for the same time period,  
and emerging markets returned 33.8 percent. New manager Segall, Bryant and Hamill 
underperformed with since-inception numbers of 12.6 percent versus the benchmark’s 13.9 
percent.  
  
In total fixed income, the county saw composite year-to-date returns of 6 percent. The core 
fixed income composite was 4.6 percent. Noncore managers reported 6.9 percent year to date. 
 
Bridgewater posted 8.4 percent for the same period. Bridgewater’s all-weather portfolio had a 
return of 10.5 percent while the hedge fund returned 2.6 percent. Since inception, the hedge 
fund has averaged 14.2 percent. Mr. Humphreys congratulated the county on a successful 
2017.     
   
The Investment Committee will meet February 15 at 11:00 a.m.  
 

Administrative Report 
 
Ms. Budowski reported 16 retirements for January and provided a meeting schedule and 
updated board contact list. Staff members are providing data to the actuaries for valuations. 
Cost-of-living adjustments (COLAs) and the experience study will follow. Mr. Hammond 
reported on another upcoming county council hearing regarding the employee retirement 
savings plan legislation.  
 
The meeting ended at 12:58 p.m. The next meeting will take place February 20, 2018. 

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


