
Kentucky Retirement Systems Board of Trustees  
Special Called Board Meeting  

December 22, 2022, 10:00 a.m. ET  
Live Video Conference/Facebook Live 

 AGENDA 
 
 

1. Call to Order                                                                                                                            Lynn Hampton 
 

2. Legal Public Statement            Office of Legal Services 
 

3. Roll Call/Public Comment                            Sherry Rankin 
 

4. Approval of Real Return Investment Managers*                               Prewitt Lane 
a. Ceres Farms, LLC                Anthony Chiu 
b. Maritime Partners American Rivers Fund                                Steve Willer 
c. Arctos Sports Partners Fund II 

 
5. Adjourn*                           Lynn Hampton 

 
*Board Action Required 
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AUM $1,221 Million

Offices South Bend, Indiana 

Focus U.S. Row & Specialty Crop Farmland

Strategy 1. Acquire farms below market value

2. Make Improvements

3. Lease to Top Farmers

Holdings 502 Properties / 155,880 Acres / 11 States 

Tenants 139 Farmers

Structure Open-End Fund

5

Ceres Farms Summary
The Fund invests primarily in row crop farmland acquired below market value 

using rigirous pricing discipline and sourced largely through private transactions

Disclosure:  Past Performance Is Not A Guarantee Of Future Results

Source: Ceres Farms LLC
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Diversification vs. Equities
Farmland has proven an effective diversifier – especially during major 

drawdowns in U.S. Equities

Source: NCREIF Commodity Cropland Index; S&P; Ceres Analysis

Disclosure: Past Performance is Not a Guarantee of Future Results 

18%

32%

9%

-44% -46%

-19%

Q1 2000 - Q3 2002 Q3 2007 - Q1 2009 Q4 2021 - Q2 2022

Total Return of  Row Crop Farmland vs. S&P 
500 During Equity Drawdowns

Rowcrop Farmland S&P 500
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Ceres Farms Differentiation

7

Ceres is one of the longest tenured and most respected farmland managers in the 
U.S. with acreage across 11 states

Differentiated Strategy:

➢ In-house farm management with a disciplined value investment 

approach

➢ Value-add projects to improve and optimize each asset

➢ Elite farm tenant relationships provide a sourcing, investment 

analysis and farm-leasing edge over other managers

➢ Market focus on U.S. row and specialty crop farmland

Ceres Farms has consistently outperformed the NCREIF Annual 

Commodity Cropland Index (see Performance vs. Benchmark Slide in 

Appendix)
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Ceres Farms Differentiation

11

Element Ceres Strategy Benefits

In-House Farm 

Management  

Unlike competitors, Ceres does 

not outsource farm 

management to contract 

regional farm managers

• Avoids conflicts of  interest

• Avoids farm management fees

• Enhances relationship with elite farm 

tenants

• Enhanced valuation & farm management

Value Focused
Value investment approach &  

value-add farm improvements 

• Disciplined underwriting improves return & 

limits risk

• Value-add strategy improves yield, increases 

farm value & attracts top farmers

Tenant Partners

Hard-to-replicate network of  

relationships with sophisticated 

farmers

• Proprietary sourcing 

• Information advantage for valuation

• Top farmers pay higher rents

Row & Specialty 

Crop Focused

Row Crop (corn & soy) & 

Specialty Crop (onions, 

tomatoes, pumpkins, etc.)

• Better risk/return metrics over long-term

• Passive landlord not active operator

U.S. Only with 

Midwest Focus
Focus on the U.S. Midwest

• More stable returns (lower beta) 

• Strong water resources

Each element confers specific benefits for investors
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Differentiation – Farm Partners

➢ Experienced, educated, entrepreneurial, 

trusted farmers with proven business 

acumen, lease the farmland owned by 

Ceres Farms 

➢ Average length of  Ceres relationship with a 

farmer is over 5 years

➢ Invaluable for sourcing, investment 

analysis and earning top rents on our farms

➢ Ceres helps top farmers scale their farming 

business by adding more acreage

14

Source: Ceres Farms LLC

Ceres has built long-term relationships with sophisticated farmers
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KENTUCKY	PUBLIC	PENSIONS	AUTHORITY	

INVESTMENTS 

To: KRS Investment Committee 

From: Anthony Chiu, Deputy CIO 

Date: December 20, 2022 

Subject:  Investment Recommendation – Ceres Farms 

 
KPPA Investment Staff is proposing an investment in Ceres Farms LLC (“Ceres” or the “Fund”), an open-
end fund based in South Bend, Indiana that primarily focuses on owning US Midwest farmland and renting 
it to tenant farmers that grow row crops (primarily corn and soybeans) contingent on successful IMA 
negotiations.  This investment investment will be part of the Real Return allocation.
 
The Fund launched in 2008 and as of 9/30/22 owns over 156,000 acres of farmland in 11 states. Over 
nearly 15 years, Ceres has built a network of 140 tenants that farm Ceres’s acreage in addition to land that 
they own personally as well as acres that they lease from other landowners.  
 
As a result of the new asset allocation that took effect in March 2022, the target portfolio weights for
Real Return allocations were increased for the Plans. After the sizable Putnam mandate was terminated
in February 2022, Plan allocations to Real Return ranged from 2-3%.  This proposed investment will
help move the plans toward target as capital is deployed over the next 1-2 years while providing a positively
correlated exposure to broad inflation.   
  
Business / People:  
Ceres was founded by Perry Vieth, who was head of fixed income at PanAgora and became interested in 
diversifying his personal investments into real assets in the mid-2000s. He bought his first farms in 2005 
and formed Ceres in late 2007.  
 
Today the firm has $1.3 billion under management, with the Fund comprising the large majority of assets. 
There is also a small private equity effort focused on agriculture technology. It currently has $42 million  
of assets across two funds and is managed by a team based outside of Boston.  
 
Brandon Zick is the Chief Investment Officer for the Fund and was promoted from Senior Portfolio 
Manager in 2019. He was the firm’s first outside investment team hire in 2010 and is supported by three 
Senior Portfolio Managers: Paul Kinsella (10 years at Ceres), Nate Kaehler (9 years at Ceres), and Luke 
Drachenberg (7 years at Ceres).  
 
Brandon, Paul, and Nate are three of the Fund’s six Investment Committee members, which also includes 
founder Perry Vieth, CFO Steve Cardinal, and head of research Hunt Stookey. As a firm, Ceres has just 
over 20 employees, including five on the Portfolio Management team and six on legal and firm operations, 
which can be intensive given the amount of appraisals and other documentation required for over 500 
farm properties.  
 
Investment Process and Portfolio:  
 
The Fund has compiled an attractive portfolio of farms and tenants over its 15-year history. Ceres’s focus 
is on the Midwest, with over 80% of its acreage in Indiana, Michigan, Illinois, Ohio, and Kentucky. 
However, Ceres has and will opportunistically acquire farms in other areas where they will have tenants 
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and crops they know in place. This is important because Ceres takes a direct management approach to its 
farms, rather than utilizing a third party. Like any leasing business, non-payment of rent is a primary risk, 
and Ceres’s approach keeps them close to how their tenants’ fields and financials are faring. Tenant 
coverage is mainly divided amongst the portfolio management team by geography, with each operator 
having a primary and a backup contact from Ceres.   
 
Besides operating farms for Ceres and paying rental income, tenants are also a key source of new deals 
for the Fund. Land and capital are the limiting factors in this space, and it is essential for farmers to have 
enough acreage and scale over which to spread their fixed equipment costs. In an ideal world, farmers 
would prefer to own as much land as they can, but if their balance sheet is not large enough, maintaining 
access to farm acreage through a lease is the next best option. Since Ceres allows operators to lease a farm 
that they source if the Fund ends up buying it, tenants are motivated to find and show them attractive 
deals.  
 
Finally, strong tenants are also important for maintaining the land and utilizing the improvements that 
Ceres adds to properties, such as irrigation, grain storage, and drainage tile. However, Ceres is mindful of 
customer concentration and has built a diversified tenant base. The Fund’s largest two tenants each lease 
just 6% of the Fund’s tillable acres, and the top 10 tenants comprise 36% of acreage.  
 
Cropwise, nearly 75% of the Fund’s land is used for corn and soybeans. Specialty crops such as green 
beans, peas, and potatoes comprise an additional 15-20%. However, the Fund has less exposure to 
individual crop price swings since it receives the large majority of its rental payments upfront in spring 
before anything is planted.  
 
Ceres does not have any leverage at the portfolio level, and does not utilize much debt at the property 
level either - even though historically it has had more attractive deals than capital to deploy. However, 
this dynamic has flipped in recent years as farmland prices have heated up and more capital has been 
committed to the Fund. As a result, Ceres has established an investment queue that currently stands around 
$190 million, and they estimate that it would take 12 to 24 months for our commitment to be fully 
deployed.  
 
Performance:  

 

As of 9/30/22, the Fund produced a net return of 4.1% for the quarter and 13.3% for the first 9 months of 
the year, compared to 2.9% and 11.6%, respectively, for the NCREIF Annual Commodity Cropland Index. 
Appreciation has driven unusually strong returns over the past two years, although Staff is not expecting 
that to continue as a base case.  
 
Rather, over the long term we are interested in accessing two main sources of return: (1) an income return 
that has historically been in the 3-4% range and (2) modest appreciation that should be aided by inflation 
as well as an ongoing decline in farmland supply due to development and soil degradation. The Fund will 
also benefit from additional income sources, including options on solar, industrial, and housing 
development.   

 

Fund 1 yr 3 yr  5 yr
Since 

Inception
Inception 

Date
Ceres Farms LLC 17.9% 10.8% 12.7% 10.4% Jan‐08

NCREIF Annual Commodity Cropland Index 18.1% 9.9% 11.1% 9.4%

Source: Ceres, NCREIF as of 9/30/22
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Conclusion: Staff is recommending an investment of $75 million to be allocated across the KERS and 
SPRS Pension and Insurance Plans.  This will represent an additional ~1.1-1.2% of Plan assets 
(depending on fluctuations in market value) when fully invested.  
 
Investment and Terms Summary 

Type of Investment:  Real Return  

Structure:   Open end  

Management Fee:  1.25% of NAV 

Performance Fee: 12.5% of profits above a 2.5% hurdle 

Note: The hurdle could increase to as much as 5% if the CERS plans also subscribe 

to the Fund and boost KPPA’s aggregated commitment to certain thresholds. 

Purpose:  Capture current income from row crop farmland rental and option payments; 

achieve modest capital appreciation resulting from inflation and a continuing 

decrease in farmland supply 

Risks:    Key Person, Tenant Farmer Credit, Liquidity, Fund Size 

Exp. Net Return:  5 - 9% 

 
* No placement agents have been involved or will be compensated as a result of this recomendation. 
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Executive Summary
Maritime Partners, LLC (“MP”) is an inland marine focused investment platform which seeks to generate 
attractive risk adjusted returns through developing leasing solutions for the United States inland marine 
transportation industry.

▪ MP owns and manages a portfolio of approximately 1,800 inland marine assets with an estimated Fair Market Value (“FMV”) of 
$1.6bn.6 The assets generally operate on long-term contract.

− Inland marine transportation assets primarily consist of barges and towboats which transport commodities along the 12,000 
miles of domestic inland waterways, including the Mississippi River and the Gulf Intracoastal Waterway.

▪ American Rivers Fund, LLC (“Company”,“ARF”) is a pooled investment vehicle formed with the intention of continuing to build a 
consolidated portfolio of inland marine assets operating on long-term contract.

▪ Contractual Cash Flow Generates Strong Yield & Total Return: We anticipate the Company will pay 10%+ annual cash 
distributions on a quarterly basis with a target net IRR of 15% with upside as the market continues to improve and as the natural 
forces of inflation drive upward lease rates and asset values over time.

▪ Limited Residual Risk: In our experience, leased inland marine equipment utilization has historically been near 100% over a 
25+ year time horizon which provides conviction that the asset will generate cash flow in any market condition.5 Further, we 
estimate that inland marine equipment has a 30 – 50 year useful life and produces cash flow throughout its entire useful life.

▪ Non-Correlated, Recession Resistant Industry: The inland marine industry is the most cost-efficient method of transporting 
non-discretionary commodities which represent the basic building blocks of the domestic economy.1 Therefore, in our opinion, 
demand is non-correlated to GDP.

− Cost Efficiency: Inland marine transportation is the most cost-efficient method of surface transportation.1 As measured on a 
ton-mile basis, the cost of inland marine transportation is 60% cheaper than rail and 97% cheaper than truck.1

− Non-discretionary End Markets: The industry transports non-discretionary commodities, primarily food, fuel, chemicals and 
aggregates.2

▪ Inflation Hedge: We believe the tangible nature of the assets create a hedge against inflation.  Barge replacement cost has steadily 
increased at approximately 3.5% per year since 1975.3 

ARF owns and manages a portfolio of approximately 1,600 assets with a FMV of approximately $1.3bn.4

Additionally, ARF continues to acquire assets through MP’s new build program and through secondary 
market opportunities.

Confidential
3

Sources: (1) PWC: Economic Contribution of the US Tugboat Industry (May 2017), (2) IHS Markit (June 2021); (3) Price Quotes from Various Shipyards; (4) Dufour, Laskay & Strouse Marine Survey and 
Appraisal (“DLS”) (as of 9/30/2022), Ardmore Preferred based on par value of preferred shares, MG Transport based on DLS valuation; (5) GATX/MP; (6) FMV calculated internally using the Cost 
Approach methodology in compliance with ACA policies
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Inland Marine Transportation Equipment
Dry Cargo Barge 2,600 Horsepower Towboat

Dry Cargo Barge Tow30,000 Barrel Clean Tank Barge

Confidential 4
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Quarterly distributions may provide investors with annual cash yields of 10%+ and a base case net IRR of 
15%.

▪ A majority of the vessels are employed on multi-year triple net lease at a fixed rate throughout the entire lease 
term which provides visibility into cash flow distributions which are paid to investors on a quarterly basis.

− The lease contract is specifically referred to as a hell-or-high-water bareboat charter.

− This type of contract cannot be canceled or modified for any reason whatsoever outside of bankruptcy.

− The bareboat charter contract is “triple-net” and therefore requires the lessee to pay for maintenance, taxes and insurance.  
Therefore, the Company’s primary operational expenses are administrative in nature. 

− Lease revenue (“charter hire”) is typically paid monthly in advance, on the first of the month and therefore the Company does not 
require investment in working capital.

− In addition, favorable acquisition price and the strategic deployment of leverage drive projected net IRR to 15%+ with upside as
the market continues to improve and the natural forces of inflation potentially drive lease rates and asset values upward over 
time.

Quarterly distributions are anticipated to provide investors with annual cash yields of 10%+ and a base case 
net IRR of 15%.

Contractual Cash Flow

Confidential 6
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Inland Marine Transportation Efficiency

8

The inland marine industry is the most cost-efficient method of transporting the non-discretionary 
commodities which comprise the basic inputs to the United States economy.1

▪ One 15-barge tow can move the equivalent of two 216 railcar freight trains and 1,050 large semi-tractor trailer trucks.1

▪ A barge can haul one ton of freight 647 miles on a single gallon of fuel compared to 477 miles for a railcar and 145 miles for a truck.1

▪ Shipping cargo via barge costs 0.72 cents/ton-mile which is 60% cheaper than rail (2.24 cents) and 97% cheaper than truck (26.6 
cents).1

Barge Cargo Capacity vs. Rail and Truck

Confidential

Sources: (1) PWC: Economic Contribution of the US Tugboat Industry (May 2017), Iowa DOT (Feb 2019)
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Hedge Against Inflation

▪ As seen in the chart above, the natural forces of inflation will drive upwards the replacement cost of a barge by approximately 3.5% 
per year.1,2

− Key inflation drivers are steel input costs and labor input costs.3

▪ An inland marine barge or towboat generally depreciates in straight-line fashion over a useful life of 30 – 50 years.

▪ However, the continued increase in replacement cost shifts upward the depreciation curve and, we believe, protects investor 
principal against inflation.

INLAND MARINE EQUIPMENT ARE TANGIBLE REAL ASSETS WHICH WE BELIEVE PROTECT AGAINST 
INFLATION.

Annual Average New Build Open Hopper Barge Price1

Confidential 11

Barge replacement cost has steadily increased over the past 45 years demonstrating a compounding annual 
growth rate (“CAGR”) of 3.56% per year since 1975.2

Sources: (1) Price Quotes From Various Shipyards; (2) Internal Calculations (3) Bureau of Labor Statistics
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KENTUCKY	PUBLIC	PENSIONS	AUTHORITY	

INVESTMENTS 

To: KRS Investment Committee 

From: Anthony Chiu, Deputy CIO 

Date: December 20, 2022 

Subject:  Investment Recommendation – American Rivers Fund 

 
KPPA Investment Staff is proposing an investment in the American Rivers Fund, LLC (the “Fund”), an 
open-end fund managed by Maritime Partners (“Maritime” or the “Firm”) contingent on successful 
IMA negotiations. Based near New Orleans, Maritime leases barges and towboats for US inland 
marine transportation of essential dry and liquid cargoes such as food, fuel, chemicals, and aggregates. 
This investment investment will be part of the Real Return allocation.  
 
The Firm launched in 2015 and as of 9/30/22 owns nearly 1,800 vessels with an estimated value of $1.6 
billion. Maritime has grown its fleet by building vessels, buying through the secondary market from banks 
and non-bank lessors, as well as acquiring other lessors.  
 
As a result of the new asset allocation that took effect in March 2022, the target portfolio weights for
Real Return allocations were increased for the Plans. After the sizable Putnam mandate was terminated
in February 2022, Plan allocations to Real Return ranged from 2-3%.  This proposed investment will  
help move the plans toward target as capital is deployed in 2023 while providing a positively 
correlated exposure to broad inflation.    
  
Business / People:  
Austin Sperry and Bick Brooks co-founded Maritime in 2015. The pair originally met when a childhood 
friend at Guggenheim asked Sperry to help with due diligence of marine transportation opportunities in 
2010. At the time, Brooks covered transportation and industrials at Guggenheim, while Sperry had married 
into a family with decades of shipping experience and began working in the shipping industry himself in 
2005. Sperry subsequently took business roles at Florida Marine Transporters and Greenbrier prior to 
starting Maritime.  
 
The Firm started with one vessel that Sperry sourced and matched with a lessee that he knew through 
family and work contacts in the industry. Things grew from there, as Maritime financed its initial vessel 
purchases through special purpose vehicles (SPVs) they raised from investors, as well as a credit facility 
from Stonebriar Commercial Finance. However, these SPVs did not have the benefit of diversification or 
help Maritime in terms of building a commingled asset base that could be leveraged at lower cost.  
 
Thus, Maritime launched the Fund in December 2018 and has been able to reduce its cost of capital as it 
has grown. Today, the Fund’s fleet has grown to nearly 1,600 vessels with an estimated value of $1.3 
billion. The warehouse and acquisition lines that the Fund has secured provide Maritime with a financing 
advantage over other lessors, and they are planning to complete an asset-backed securitization (ABS) that 
would further lower their cost of capital in the first half of 2023. While these transactions are already 
common in aircraft and railcar leasing, Maritime believes this would be the US inland marine industry’s 
first ABS deal.  
 
On the investment team, Brooks is supported by a VP and 3 analysts. Sperry manages the operating side 
of the business with significant assistance from COO Eric Livingston and VP of Business Development / 
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Director of Government Affairs Beau Berthelot. Livingston previously worked for 15 years at GATX 
managing their inland marine leasing division until GATX chose to exit that business in 2017 and focus 
on railcar leasing. Prior to joining Maritime in April 2022, Berthelot had similar roles in the inland marine 
industry at Conrad Shipyard and Waller Marine from 2012-22. The Firm has also hired a General Counsel 
that will start in mid-December 2022.  
 
Investment Process and Portfolio:  
 
The Fund leases its fleet of marine equipment to transportation company operators, with hopper barges 
(65% of the Fund’s ~1,600 vessels), tank barges (14%), deck barges (4%), and towboats (4%) comprising 
the majority of the fleet. Maritime obtained a significant portion of this fleet in late 2021 when it acquired 
over 1,000 vessels from J. Russell Flowers, Inc. (“Flowers”), making the Firm the largest lessor of marine 
equipment in the United States. Flowers was an independent marine equipment lessor started in 1991 by 
the eponymous founder, who passed away in 2017 at age 80. 
 
Maritime’s leases are mostly multi-year, triple net contracts that are also known as “hell-or-high-water 
bareboat charters” that cannot be canceled or modified outside of bankruptcy. Even in the unusual 
circumstance of a bankruptcy, which did occur in February 2020 as one of Maritime’s top customers 
(American Commercial Barge Lines, or ACBL) filed for Chapter 11 protection - the Fund was well-
protected. Maritime’s leases were not rejected or restructured, and the event actually enabled the Fund to 
buy some assets at attractive pricing from a bank who was also a lessor to ACBL.  
 
Maritime acknowledged that lessors can have assets that get renegotiated in bankruptcy, but noted that the 
supply of marine equipment is so tight that utilization is likely to remain close to 100% as it has since at 
least the mid-1990s. In most industries, high demand would elicit a supply response, as it did during the 
2010s in ocean shipping. However, the Jones Act prevents foreign competition from entering the US 
inland marine market.  
 
Additionally, a significant number of US shipyards supplying barges have shut down over the past 5 years. 
Barges for the dry market were oversupplied in the mid-2010s, causing orders to drop. Then the energy 
bust and COVID pandemic weakened demand in the liquid market. Finally, all-time high construction 
prices resulting from steel price and labor inflation have continued to drive layoffs and shutdowns. This 
dynamic will likely limit the supply of new equipment in the industry, as well as new lessor entrants to 
the market for several years.  
 
Meanwhile, Maritime secured production capacity in 2017 with the industry’s largest remaining 
shipbuilder - publicly traded Arcosa (NYSE: ACA), which was spun off from Trinity Industries (NYSE: 
TRN) in 2018. The Firm has been Arcosa’s largest customer the past four years, and has an exclusive 
option agreement on a portion of their production capacity through 2027.  
 
Like any leasing business, non-payment of rent is a primary risk, and the Fund has significant customer 
concentration. As of 9/30/22, the Fund’s top 10 lessee counterparties are renting 85% of the fleet by value, 
with the top 2 lessees comprising 31% and 22% of the total fleet. A hypothetical downside scenario for 
this investment could entail one or more of these counterparties having financial difficulties and returning 
a sizable, non-cash flowing fleet of vessels to Maritime all at once.  
 
However, we view this as a highly unlikely scenario given the industry’s tight supply conditions for at 
least the medium term, as well as the essential nature of the cargos transported. As Maritime notes, if a 
lessee rejects the Fund’s equipment, the vessels that they were leasing will probably end up working in a 
competitor’s fleet, thus eroding their market share.  
 
Additionally, Maritime is actively seeking to reduce customer concentration, especially to its top 2 lessees. 
While high steel prices have slowed shipbuilding, the Fund still has a new construction order book of $150 
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million and has been taking delivery of some new vessels that it plans to lease with new or smaller existing 
counterparties.  
 
The Fund is also diversified by commodity exposure. Maritime has expressed a goal of having the 
portfolio split fairly evenly among the dry (crops, fertilizer, steel, stone, coal), liquid (chemicals, refined 
products), and horsepower (towing) segments. Today, the Fund has more dry market exposure (43%), 
with liquids comprising about a third and towing around 20%.   
 
Finally, the Fund selectively utilizes leverage and has generally had debt of around 30-40% LTV since 
inception. It obtained financing for its purchase of Flowers in December 2021 as well as its August 2022 
acquisition of M/G Transport, a dry bulk transporter of petroleum coke, sugar, and barite.  
 
Currently, the Fund is raising capital for its pipeline of newly constructed vessels as well as a $1 billion 
pipeline of secondary acquisition opportunities that Maritime sees in the market.  
 
Performance:  

 

Source: Maritime Partners as of 6/30/22 

Appreciation has driven unusually strong returns over the past two years, although Staff is not expecting 
that to continue as a base case. Steel price and labor cost inflation have pushed vessel replacement cost 
higher and resulted in a portfolio markup for the Fund in 1Q 2021. Assets were also written up after the 
Flowers acquisition closed in 4Q 2021.  
 
Over the long term we are interested in accessing two main sources of return: (1) an annual income return 
that Maritime believes can reach 10% and (2) modest appreciation as inflation increases vessel 
replacement cost.  
 
Conclusion: Staff is recommending an investment of $75 million to be shared among all K and S plans. 
This will represent an additional ~1.1-1.2% of plan assets (depending on fluctuations in market value) 
when fully invested.  
 
Investment and Terms Summary 

Type of Investment:  Real Return  

Structure:   Open end  

Management Fee:  2% on invested capital 

Performance Fee: 20% of profits above a 7% annual cash hurdle, with a 50/50 catch up 

Purpose:  Capture current income and inflation exposure from barge and towboat lease 

payments 

Risks:    Key Person, Customer Concentration, Barge Operator Credit, Liquidity 

Exp. Net Return:  7 - 10% 

 
* No placement agents have been involved or will be compensated as a result of this recomendation.  

Fund 1 yr 3 yr 
Since 

Inception
Inception 

Date
American Rivers Fund 24.2% 18.8% 19.3% Dec‐18
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KENTUCKY	PUBLIC	PENSIONS	AUTHORITY	

INVESTMENTS 

To: KRS Investment Committee 

From: Anthony Chiu, Deputy CIO 

Date: December 20, 2022 

Subject:  Investment Recommendation – Arctos Sports II 

 
KPPA Investment Staff is proposing an investment in Arctos Sports Partners Fund II (the “Fund”)
contingent on successful IMA negotiations. Based in Dallas, Arctos Sports Partners (“Arctos” or the 
“Firm”) provides liquidity and strategic capital to the owners of major professional sports 
franchises, with a focus on what they call the United States’ Big 5 sports leagues - Major League 
Baseball (“MLB”), the National Basketball Association (“NBA”), the National Hockey League 
(“NHL”), Major League Soccer (“MLS”), and the National Football League (“NFL”). This mandate will
also offer the opportunity for fee-free co-investment should it be approved and will be part of the Real
Return allocation.
 
Fund I launched in November 2019 and was fully committed as of August 2022 to 25 transactions. Fund 
II had a first close of $1 billion in May 2022, was activated in June 2022, and raised an additional $300 
million in August 2022. To date, it has investments in 2 franchises: the National Basketball Association’s 
Utah Jazz and Golden State Warriors. By year-end, Fund II also plans to close a follow-on investment 
with a Major League Baseball team that is also in Fund I.  
 
As a result of the new asset allocation that took effect in March 2022, the target portfolio weights for
Real Return allocations were increased for the Plans. After the sizable Putnam mandate was terminated
in February 2022, Plan allocations to Real Return ranged from 2-3%.  This proposed investment will
help move the plans toward target as capital is deployed over the next 2-4 years while providing a 
positively correlated exposure to broad inflation. 
  
Business / People:  
Arctos was co-founded in 2019 by Ian Charles, who was previously at private equity secondaries firm 
Landmark Partners for nearly 14 years (2006-19). Charles had been approached by sellers of minority 
stakes in sports teams in 2011 and was attracted to sports’ low correlation to public markets and unusual 
blend of core infrastructure, real estate, and growth equity assets. However, at the time institutional 
investment in the US’s major sports leagues was generally prohibited in the wake of non-core or stressed 
sales of teams by corporate owners like Disney, News Corporation, Anheuser-Busch, and Tribune 
Company in the early and mid-2000s.  
 
In 2019, Major League Baseball amended its bylaws to allow investment funds to acquire minority stakes 
in multiple teams. As a result, Charles re-engaged on sports investing and was introduced to David (Doc) 
O’Connor by mutual friend Sam Kennedy, who is the President and CEO of the Boston Red Sox. 
O’Connor had been the President and CEO of Madison Square Garden Company (NYSE: MSG) from 
2015-17 and was at Creative Arts Agency (CAA) for over 30 years prior. At CAA, O’Connor founded 
and grew the CAA Sports division to be the company’s largest and most profitable division at the time of 
his departure.  
 
After deciding to partner together, Charles and O’Connor both recruited partners they had worked with at 
prior firms to co-found Arctos. Jordan Solomon joined from MSG, where he was the Executive Vice 
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President of MSG Sports and had worked with O’Connor. Joseph Nasr joined from Stellus Capital and 
had worked with Charles at both Cogent Partners and Landmark Partners.  
 
Two additional partners joined the team in 2021. Robyn Slutzky joined as Head of Capital Solutions and 
had been the Co-Head of Private Equity Due Diligence for JPMorgan’s Private Bank. Former two-sport 
professional athlete Chad Hutchinson joined from Sixth Street Partners, where he was a Managing 
Director and built a dedicated agriculture business and fund. 
 
Today the six partners lead a team of 35, which includes 22 investment professionals. The firm has $2.7 
billion of committed capital, which would grow to more than $4.5 billion if Fund II closes at its $2.5 
billion target in 2023. Arctos is also supported by a roster of 17 operating advisors that have executive 
level experience with sports teams, leagues, and key revenue areas such as media rights, sponsorship, 
ticketing, and gambling.  
 
Investment Process and Portfolio:  
In less than 3 years, Arctos has compiled an attractive portfolio of minority stakes in teams across 4 of the 
5 major sports leagues in the United States, as well as selective exposure to European soccer.  
 
While this portfolio has come together relatively quickly, Arctos has had to surmount a myriad of barriers 
to invest. First is sourcing. The underwriting of sports team cash flows and valuations is fairly similar to 
what is done for other private investments. But accessing the deals, information, and management teams 
for these closely held assets is not easy.  
 
Like private equity secondaries 15 years ago, there is no central repository where sports team minority 
stakes trade. Thus, Arctos has built a team with investment and sports backgrounds that is supplemented 
by the aforementioned operating advisors - all of whom are leveraging their networks and relationships to 
create a pipeline of attractive investment opportunities and conduct due diligence. And as they did at 
Landmark, Arctos has a dedicated data insights team that they now believe has complete coverage of every 
deal in the market. This franchise-level information sharpens their underwriting, which takes a 
probabilistic approach to key variables like revenue growth, asset dispositions, and control transaction 
timing.  
 
At first glance, a key risk to this strategy for Arctos and its investors is that they are providing liquidity to 
sellers of vanity assets that are underpinned by consumer and corporate spending near a market top. 
However, this perception is somewhat outdated, as nearly 80% of new control owners across the Big 5 
leagues since 2010 have earned the wealth that enabled their team purchase through technology, investing, 
and/or entrepreneurial roles. Many of these sophisticated business owners can access capital from many 
sources, but choose to partner with Arctos, who the control owners believe will help them grow and 
optimize their franchises through access to industry contacts and best practices.  
 
This leads to another key barrier to entry that Arctos has passed - league approval. Ownership transactions 
must be approved by the leagues and/or a super-majority of team owners, and several of Arctos’s control 
owner partners have helped the firm build and extend its first mover advantage in this space. Arctos was 
the first institutional investor approved to be a minority equity owner in MLB, the NBA, the NHL, and 
MLS. The firm also believes Fund II will likely have exposure to the NFL, as that league may soon join 
the others in allowing institutional investors to take minority stakes in teams.  
 
Additionally, each US league has ownership restrictions that hinder or entirely prevent generalist private 
equity firms from investing equity in multiple teams. As a result, larger well-known firms like Blackstone, 
Ares, Fortress and Apollo are unable to own equity of these assets. While there will eventually be more 
competition - especially since the leagues want more capital to flow into the space - Arctos is the clear 
scale player today. 
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This has helped them with a final barrier: diligence, structuring, and execution of attractive investments. 
Transferring their experience from private equity secondaries, Arctos has been able to structure 
investments to provide downside protection as the buyer of choice in the space. Rather than simple 
common equity deals, the Funds’ investments typically include provisions such as purchase deferrals, 
liquidity preferences, and exit rights. Also, once they are on a team’s cap table, Arctos has positioned 
itself to be a de facto embedded buyer for other minority stake sellers - and has been able to acquire 
additional exposure to several NBA and MLB teams at attractive pricing.  
 
Today Arctos’s investments are diversified across sports leagues, geographic markets, and ownership 
groups. Fund I is an almost even split of liquidity solutions and growth capital deals. Nearly 90% of the 
fund has been invested in MLB, NBA, NHL, and MLS franchises.  

  
 
Performance:  

 
As of 9/30/22, Fund I is marked at 1.6x gross. Arctos believes their marks are conservative relative to the 
valuations where stakes in franchises like the Chicago Cubs, Nashville Predators, and Los Angeles Lakers 
have transacted recently.  
 
Utilizing the deal structuring mentioned above, one of the investments in Fund II was made at an attractive 
valuation from the 2020 timeframe and has been marked up slightly as a result.  

 
Conclusion: Staff is recommending an investment of $75 million to be shared among all K and S plans. 
This would consist of a $37.5MM commitment to Fund II and $37.5MM for co-investments. When fully 
funded, this would represent an additional ~1.1-1.2% of plan assets (depending on fluctuations in market 
value). 
 
Investment and Terms Summary 
Type of Investment:  Real Return  

Structure:   GP / LP 

Management Fee:  Years 1-5:   1.75% on committed capital  

 Thereafter:  1.25% on invested capital, net of write-offs and distributions 

Note: KRS could receive a fee discount of up to 20 bps for years 1-5 if the CERS 

plans also subscribe to Fund II and boost KPPA’s aggregated commitment to 

certain thresholds.  

Performance Fee: 20% over an 8% preferred return, with a modified American waterfall 

Purpose:  Capture the long-term valuation growth of scarce sports team and league assets, 

which are backed by contracted cash flow streams as well as non-team assets.  

Risks:    Equity, Liquidity, Lack of Control, Valuation, Key Person  

Exp. Net Return:  8% - 12% 

 
* No placement agents have been involved or will be compensated as a result of this recomendation.  

Fund Vintage
Size 

($ MM) Gross IRR
Gross 

Multiple
Arctos I 2020 $2,137
Arctos II 2022 $2,500 (target) NM 1.2x

Source: Arctos as of 9/30/22
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