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Board of Trustees  

Minutes of October 16, 2018, 
Meeting 

 
 

 
Members Present:  John Hammond, William DeHoff, Jennifer Gilbert-Duran, Mark Hartzell, 
Mary Lu Hughes, Alan Hyatt, Karin McQuade, Ande Rhodes, M. Kathleen Sulick,                   
Leroy Wilkison 
 
Members Excused:  Howard Brown, Rick Napolitano 
 
Staff Present:  Anne Budowski, Beth Zimmerman 
  
Guests:  Heather Hopkins, Rhett Humphreys, Glen Johnson, Julie Roberts, Ben Schultz   
 
Recorder:  Karen Morganelli, Audio Associates 
 

 
 
The meeting of the Board of Trustees of the Anne Arundel County Retirement and Pension 
System (Board) was called to order at noon by Mr. Hammond.  
 
Minutes 
 
Mr. Hartzell motioned to approve the minutes of the September 18, 2018, minutes.                          
Mr. Wilkison seconded, and the board approved the minutes.    
 

Investment Committee 
 
Apollo 
Ben Schultz, Julie Roberts   
 
Apollo provides a value-oriented, contrarian approach to private equity and seeks opportunities 
across all market cycles. Ms. Roberts reported that global market fundamentals remain strong 
even during the current volatility. 
 
The United States is close to a decade into the current recovery, followed by Europe. The 
Federal Reserve has begun tightening, so although rates remain quite low they have begun to 
rise. Other global economies will eventually follow the United States in tightening. About 80 
percent of Apollo’s investments have a U.S. / North American focus. 
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In the short term, U.S. tax reform has been a meaningful driver of growth and a confidence 
boost that should linger into next year. Further, in the United States and Europe, credit rates 
and spreads remain below average. Private equity multiples also are near all-time highs. The 
key risk is the increase in the federal budget deficit and federal debt.  
 
In response, Apollo managers have developed the Fund VIII portfolio at about 5.7x, with an 
overall average of 3.6x. The economy is robust with plenty of dry power but as the fund puts 
capital to work at the tail end of the expansion, Apollo aims to exercise value discipline. 
Purchasing investments at appropriate creation multiples is a key downside protector as the 
firm looks to enter a cycle during the next few years, said Ms. Roberts. 
 
With Fund VIII, managers have shown an ability to find interesting, unique deals. The vast 
majority of the investments are in opportunistic buyouts, followed by corporate carve-outs. 
Distressed investments are the smallest sector. Corporate carve-outs are complicated to 
execute so managers must negotiate bilaterally with a corporate parent. In opportunistic 
buyouts, the fund might combine two companies to create one business. These strategies have 
led to a gross internal rate of return (IRR) of 25 percent and net returns of 17 percent. Fund 
VIII has finished making new investments.    
 
Creativity and complexity, along with value orientation, will continue to serve as key attributes 
for Fund VIII and Fund IX. Apollo Education, for instance, is a for-profit education business 
with a U.S.-based business, the University of Phoenix. Managers have worked with the 
University of Phoenix to reshape its curriculum to ensure higher-quality offerings. This effort, 
along with growing the international business, creates meaningful value.  
 
Heading into the $25 billion Fund IX, Apollo will continue to focus on public-to-private 
transactions that help the firm capture real value and leverage expertise when taking 
companies private. Apollo can then meaningfully reposition these companies, retell their 
stories to the public markets and achieve a re-rating upon exiting. Managers continue to 
prepare for sector-specific volatility and the next distressed cycle. 
 
Clarion Partners 
Glen Johnson, Heather Hopkins 
   
Clarion, one of the largest U.S. focused real estate investment managers, has $46 billion in 
assets under management. Headquartered in New York, Clarion has seven offices and nearly 
300 employees. Clarion has added Edward Carey to its Executive Board and Onay Payne and 
Richard Schaupp to the Investment Committee following the retirement of Steve Latimer. Jeb 
Belford, portfolio manager for the Lion Properties Fund, also has joined the Executive Board. 
 
2017 was year of U.S. and global growth, which benefited private equity real estate. The retail 
sector faces ongoing change but housing demand remains strong. The second-longest 
expansion in recorded U.S. history will likely become the longest because there is still room to 
grow in this cycle. Demographics and job growth also support the outlook for real estate, and 
real estate values can react favorably even during rising interest rate environments. 
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The Lion Properties Fund is now at $9.2 billion of net asset value and over $12 billion of gross 
assets, said Ms. Hopkins. Year-to-date returns are 7.48 percent for the three quarters of 2018. 
The fund continues to hold the bulk of its assets in the top 10 real estate markets around the 
country, which include Boston, New York, Seattle, South Florida, Southern California and 
Washington, DC. These areas still serve as value drivers within the economy, and growth 
industries such as technology, education and health care play a major role in these markets. 
Fund managers also carefully identify the properties that service the growing industries in 
these locations.  
 
A Houston apartment building damaged by Hurricane Harvey in 2017 has begun to recover, 
with more than two-thirds of the units rented. The entire renovation should be complete by 
early 2019. The losses were all insured, said Ms. Hopkins.  
 
The industrial sector has been a strong property type for the fund in 2018 and continues to 
show momentum. This sector benefits from e-commerce and solid economic fundamentals. 
Apartments provide positive growth and consistent performance. The fund remains 
underweight in the volatile office sector as well as retail given ongoing market headwinds. 
Managers maintain their focus on increasing exposure to industrials and the western markets. 
The fund also has increased its exposure to the non-core portfolio of assets in hard-to-access 
areas. This sector includes industrial property in Chicago and California and multi-family 
opportunities in Los Angles and the Silicon Valley area. Managers expect significant value 
creation during the next 8 to 12 quarters.       
 
New England Pension Consultants  
Rhett Humphreys    
 
September’s one-month performance was up slightly at 0.2 percent in the “flash” report for the 
period ending September 30. Mr. Humphreys reported stocks were up, bonds were down and 
Global Asset Allocation (GAA) was flat for that period. The county’s year-to-date 
performance was 1.9 percent.  
 
The total equity composite was 2.6 percent. U.S. equities were up at 10.4 percent but 
international equities returned -3.8 percent and emerging market equity stocks had a 
performance of -5.1 percent. International and emerging markets continue to struggle against 
an appreciating U.S. dollar and rising interest rates. 
 
The total fixed income portfolio showed returns of -0.5 year to date. Core fixed income 
reported -0.9 percent for the same period due to rising interest rates. Non-core fixed income 
had returns of -0.2 percent because these investments are not as interest-rate sensitive, said                            
Mr. Humphreys. The Loomis Sayles bank loan was up 3 percent year to date, and Penn Capital 
returned 2.7 percent versus the benchmark’s year-to-date performance of 1.8 percent. In 
emerging market debt, however, PIMCO reported -5.7 percent, again due to currencies. The 
benchmark was down -5.3 percent.     
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In GAA, Bridgewater’s portfolio was -0.1 percent year to date. The all-weather portion 
reported returns of -1.5 percent for that same period. The hedge fund piece had a performance 
of 3.7 percent.  
 
An Investment Committee meeting will occur November 8 at 11:00 a.m. 
 

 
Administrative Report 

 
Ms. Budowski reported 19 retirements for October, including two detention employees who 
retired after the third year in the Deferred Retirement Option Plan (DROP). Staff have mailed 
nomination letters to replace former board member Jim Thomas. Retirement seminars are 
under way throughout the county. Active employees should have received a letter with a 
registration code to log into the pension portal to view annual statements.   
 
The meeting ended at 1:35 p.m. The next meeting will take place November 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 


