
 
County Employees Retirement System 

Investment Committee – Special Meeting 
October 22, 2024, at 2:00 pm ET (1:00 pm CT) 

Live Video Conference/Facebook Live 
 

AGENDA 
1. Call to Order Dr. Merl Hackbart 

2. Opening Statement Eric Branco 

3. Roll Call Sherry Rankin 

4. Public Comment Sherry Rankin 

 
5. Kayne Anderson Energy Fund* Steve Willer 

                                                                                                                                  Anthony Chiu 
 

6. Adjourn Dr. Merl Hackbart 

 
*Board May Take Action     





 

 

 

KENTUCKY	PUBLIC	PENSIONS	AUTHORITY	

INVESTMENTS 

To: CERS Investment Committee - CONFIDENTIAL 

From: Anthony Chiu, Deputy CIO 

Date: October 22, 2024 

Subject:  Investment Recommendation – Kraken continuation vehicle  

KPPA Investment Staff is proposing an 
investment with Kayne Anderson (“Kayne” or 
the “Firm”) in a continuation vehicle (“CV”) for 
Kraken Resources, LLC (“Kraken”). As of 2Q 
2024, Kraken represents a 40% position in 
Kayne Anderson Energy Fund VII (“KAEF 7” 
or “Fund 7”), a 2015 vintage fund with $2.1 
billion of committed capital. This includes $100 
million from KPPA. 
 
Kraken is a private energy and production 
company operating in the Williston Basin along 
the border of North Dakota and Montana.  
 
Kayne has created a CV structure as they see 
compelling value in continuing to own Kraken 
for several years beyond Fund 7’s term, which 
expires at the end of 2025. They project 
Kraken’s existing assets will generate over  

 of cash flow over the next 4.5 years 
(through 2028) and that the company could be 
well-positioned for additional growth if it is able 
to opportunistically acquire additional 
neighboring asset portfolios that are already for 
sale or likely to come to market in the near 
future, as shown in the chart at right.  
 
This investment opportunity is a time-sensitive one that is expected to have significant investor demand. 
A large institutional investor has committed to anchor the CV with  
transaction price, which represents 85% of 6/30/24 NAV. Kayne’s Private Energy Income Fund III 
(KPEIF III) is also investing in the CV along with Kayne’s partners individually. They are rolling their 
carry proceeds from Kraken into the CV and contributing some additional new capital for a total of 
approximately  of internal investment that further aligns their interests with investors.  
 
Staff believes Kraken will provide an attractive risk-adjusted return with low correlation to CERS’ 
existing overall portfolio and provide complementary exposure within the Real Return allocation. 
Following the recent asset allocation update, CERS’s plans are still modestly under their target portfolio 
weights for Real Return when proxy assets are excluded. This proposed investment would help the plans 
continue moving toward target weight and will be fully invested before year-end 2024.  



However, because this is a continuation vehicle for a 2016 fund that was invested prior to the formation 
of the CERS board in 2021, KRS and CERS are tied together in the election of whether to reinvest or sell 
existing exposure to Kraken. If one plan chooses to reinvest and the other chooses to sell, both plans will 
be forced to sell since Kayne is not accepting any partial elections.  
 

 
Fund 7 sellers will realize a 2.5x gross multiple on their investment; transact at a price of 85% of 6/30/24 
NAV; and bear transaction fees and expenses representing ~2% of NAV. Because of the deferred payment 
structure of the CV, even those investors electing to sell will not receive all their proceeds until late 2026 
under Kayne’s base case.  
 
Investment Process and History: 
Kraken is the combination of 3 legal companies that was formed in November 2020 amidst the difficult 
energy investment environment that prevailed during the first year of the COVID-19 pandemic. KPPA’s 
exposure was through KAEF 7 in Kraken Oil and Gas II, which comprises around 40% of the remaining 
fund value. The company focuses on the acquisition, development, and production of assets in the 
Williston Basin and is the second time Kayne has partnered with this management team.  

Since 2020, the Kraken team has found multiple opportunistic acquisitions and  
(which they hedge) and free cash flow in just 4 years. The resulting scale that has been achieved has 
allowed the company to self-fund its capex, production, and significant cash flow return to investors, as 
shown below.  

 



Performance: 

 
 
Conclusion: Given Kraken’s attractive cash flows, hedged commodity price risk, and current Real Return 
allocations, Staff is recommending that CERS rolls its existing investment of $14 million. The investment 
will be shared among all CERS plans pending successful legal negotiations and represents an additional 
~0.1% of plan assets.  
 
Investment and Terms Summary 
Type of Investment:  Real Return  

Structure:   Continuation Vehicle  

Term: 5 years, with 2 one-year extensions (1 at GP discretion, 1 with Advisory Committee 

consent)  

Management Fee:   on existing cost basis  

Profit Sharing:  of profits above  compounded annual return on the increased cost basis 

that results from the CV 

Purpose:  Maintain CERS’s exposure to an attractive cash flowing asset without having to 

sell at a 15% discount or bear transaction fees and expenses that are being charged 

to sellers. 

Risks:    Commodity price, higher than expected costs, leverage, illiquidity 

Exp. Net Return:  10% - 12% 

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

Kraken in 

KAEF 7

 Invested 

($ MM)

Realized 

($ MM)

Unrealized

($ MM)

Total Value 

($ MM)

Gross 

Multiple

Gross 

IRR

2023 2Q $229 $47 $414 $461 2.0x 13%

2023 3Q $229 $81 $521 $602 2.6x 17%

2023 4Q $229 $126 $483 $609 2.7x 17%

2024 1Q $229 $154 $482 $636 2.8x 17%

2024 2Q $229 $196 $461 $657 2.9x 17%
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