
 
Audio Associates 

301/577-5882 

 
 
 
 

 

Board of Trustees  
Minutes of August 8, 2014, 

Meeting 
 
 
Members Present:  John Hammond, Howard Brown, Jennifer Gilbert-Duran, Alan Hyatt,     
Jay Middleton, Julie Mussog, John Peterson, Jim Thomas, LeRoy Wilkison 
 
Members Excused:  Karen Cook, Jay Cuccia, Carlton Epps, M. Kathleen Sulick 
  
Staff Present:  Janet Morgan 
 
Guests:  Caldwell Calame, John A. Heffern, Rhett Humphreys, Michael J. McCloskey     
 
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 12:02 p.m. by Mr. Hammond.        
 
Minutes 
 
Mr. Wilkison  made a motion to approve the minutes of the July 11, 2014, board meeting.  
Ms. Mussog seconded the motion, and the board approved the minutes.  
 

Investment Committee 
 
 Chartwell 
John A. Heffern, Michael J. McCloskey 
 
From an investment standpoint, the world looks flat right now, said Mr. Heffern, noting 
modest growth, tepid inflation, slow population growth and an aging population. Chartwell, 
which has managed funds for the county for 16 years, has $7.9 billion in assets under 
management. A recent partnership change shouldn’t affect the firm’s clients or management 
style. Mr. McCloskey reported no other changes.  
Although the first five weeks of the second quarter of 2014 were rocky, year to date Chartwell 
was up 3.12 percent versus the benchmark’s 2.22 percent, and the firm is ahead for all 
previous time periods. The portfolio value as of June 30 was $51 million.  
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Because sales growth remains difficult in the current environment, Chartwell managers expect 
to see lots of mergers and acquisitions as companies seek to grow market share, gain 
customers and take advantage of economies of scale. These economic issues play to 
Chartwell’s style, which focuses on growth, valuation and execution. 
   
Managers continue to look for ideas and innovation in health care, a $2.8 trillion industry that 
will benefit from an aging population and the desire for better services and products. Noting 
that biotech firms don’t make much money, Mr. Heffern said Chartwell remains underweight 
to this sector. Managers must pick carefully through the options to find the best choices.  
 
In other sectors, banks show positive growth as they emerge from the recession. Overall, 
although many geopolitical factors play into the market, the stocks in the county’s portfolio 
should hold up. Despite the economic landscape, however, managers aren’t chasing the 
market, said Mr. Heffern. Instead, managers remain focused on selecting companies that are 
beating the index and their competitors. Success is the result of doing the fundamentals well.  
       
Wedge 
Caldwell Calame 
 
Wedge has reached a new watermark with $11.5 billion in assets under management. The firm 
has managed a small-cap value portfolio for the county since 2012. By the end of the year, 
Wedge expects to replace the small-cap team member who left the firm near the beginning of 
2014. The firm also plans to launch an international small cap portfolio.     
 
With 25 years of experience in small cap value management, Wedge has an established 
investment process that relies on bottoms-up research and quantitative tools. The county’s 
portfolio of 119 companies includes small position sizes that offer diversity and access to less 
liquid names. Even in the current environment, managers continue to find undervalued 
opportunities. Long term, managers project earnings growth of 12 percent versus the 
benchmark’s 10 ½ percent. Since inception, the portfolio has beat its benchmark in all time 
frames. As of June 30, the portfolio’s market value was $52 million.  
 
Taking a closer look at the portfolio, Mr. Calame reported that Wedge remains underweight to 
financials, including REITS and banks. REIT have done well in today’s market, creating a 
drag on performance, but managers don’t see valuations in that sector. Instead, the firm has an 
overweight in insurance.  
 
Capital goods remain the largest overweight in the portfolio. URS, the portfolio’s top holding, 
is a construction/manufacturing company. The businesses in this sector should perform well as 
the economy improves. The underweight to utilities reflects the portfolio’s tilt toward cyclical 
rather than defensive investments. Utilities and REITS performed well as economic numbers 
declined during the harsh winter, said Mr. Calame. Even so, strong stock selection helped 
Wedge beat its benchmarks.  
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New England Pension Consultants 
Rhett Humphreys 
 
Mr. Humphreys presented a variety of materials to the board during his presentation. In the 
Executive Performance Report for the second quarter of 2014, Mr. Humphreys noted that for 
the second quarter, the county ranked in the top 10 percent of similar pension funds. Looking 
out five  years, the county has averaged 12 ½ percent, which is above average. The county has 
earned 8.9 percent since 1990.  
 
The ranking for risk was a bit above average. For the past five years, however, the county’s 
risk performance is in the top third where it should be. Mr. Humphreys also reviewed portfolio 
managers in the total plan performance detail section of the report. 
 
The private equity review for the first quarter of 2014 showed that the county’s investments 
continue to report strong returns. The total target allocation to private equity is 9 percent. In 
the abbreviated private equity plan, NEPC recommended the county consider a $30 million 
allocation for vintage year 2014 to keep the private equity program going. Mr. Humphreys 
provided extensive details on portfolio manager Private Advisors, which is fund raising for its 
Small Company Fund VI. The Investment Committee supported NEPC’s recommendation. 
 
Mr. Wilkison made a motion to accept the Investment Committee’s recommendation to invest 
$15 million in Private Advisors Fund VI. Mr. Middleton seconded the motion, and the board 
unanimously passed the motion.  
 

Administrative Report 
 
Mr. Peterson noted the hiccup that typically occurs in retirements during the busy summer 
months. The pension system saw 21 retirements in July versus 19 last year. Fifteen people 
retired in August whereas 14 retired in August 2013. Staff expect an increased number of 
DROP retirees going out in the near future.     
    
The meeting ended at 1:22 p.m. The next meeting will take place September 12. 
 

 
 
I hereby certify that, to the best of my knowledge, the foregoing minutes are accurate and 
complete.  
 
 
 
 
_______________________________                                                            ___________ 
John Peterson                                                                                                   Date 
Acting Secretary to the Board  


