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Board of Trustees  
Minutes of August 14, 2015 

Meeting 
 

 
 
Members Present:  John Hammond, Mark Hartzell, Alan Hyatt, Jay Middleton, Julie Mussog,  
Jim Thomas, Leroy Wilkison 
 
Members Excused:  Howard Brown, Jay Cuccia, Jennifer Gilbert-Duran, Ande Rhodes,        
M. Kathleen Sulick  
 
Staff Present:  Janet Morgan, John Peterson 
  
Guests:  John A. Heffern, Michael J. McCloskey, John G. Norman, Keith Stronkowsky 
 
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 12:08 p.m. by John Hammond. County Chief 
Administrator Mark Hartzell has joined the board.  
 
Minutes 
 
Mr. Wilkison made a motion to approve the minutes of the July 10, 2015, board meeting.         
Mr. Hyatt seconded the motion, and the board approved the minutes.  
 
 

Investment Committee 
 
Chartwell 
John A. Heffern, Michael J. McCloskey 
 
Style headwinds and poor stock selection led to a difficult year for Chartwell. The firm, based 
in Pennsylvania, has managed a small-cap growth portfolio for the county pension system 
since 1998. Chartwell has $8 1/2 billion in assets under management. Mr. McCloskey reported 
no organizational changes.  
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A year ago Chartwell’s returns looked good, with the firm reporting four or five years of 
outperformance. That strong run came to an end during the latter part of 2014. During the past 
three quarters, the index has taken an aggressive stance toward biotechnology, which 
Chartwell tends to avoid in favor of more quality-oriented selections. Semiconductors, another 
sector where Chartwell maintains an underweight, also did well. In this current season, 
companies that are not making profits are outperforming those that are.  
 
In addition to these challenges, five or six holdings in the portfolio faced difficulties due to 
missed financial expectations or management reinvestment for future growth. These 
disappointments added to the portfolio’s negative returns. Even so, Chartwell has maintained 
most of its holdings and in some cases has added capital. In addition, H & E Equipment 
Services (HEES) experienced a significant bounce-back of 26 percent. Chartwell sold Rogers 
Corp. due to its exposure to China.  
 
Mr. Heffern also noted that CEOs and leaders of 10 of the companies in the portfolio have 
been buying their company stock with personal funds, making a tremendous commitment of 
capital. These and other signs tell Chartwell managers that they are on the right track. The firm 
expects the market to mature into a more balanced approach. 
 
Chartwell has seen rough patches before and has come out of them with a strong performance.  
Reviewing the earnings reports of the 70 holdings in the portfolio, Mr. Heffern said companies 
are meeting or beating their estimates. As part of its overall investment strategy, Chartwell will 
continue to rely on a disciplined approach and recycle capital from sales into existing holdings. 
Previous rocky periods have been limited to three to five quarters, which gives managers 
confidence that current challenges will be short-lived. 
 
 
Wedge 
John G. Norman 
 
Circumstances have worked out more favorably for Wedge during the past year. The firm, 
which has managed funds for the county for three years, has $12.1 billion in assets under 
management. The small cap research team remains stable.  
 
The county invests in a small-cap value strategy. This low-turnover portfolio maintains 
holdings for three to five years and sometimes even longer, said Mr. Norman. About 100 
stocks are in the portfolio, which is off to a good start. The portfolio shows year-to-date 
returns of 4.31 percent versus the benchmark’s performance of 0.76 percent. The portfolio has 
increased in value by about $22 million.    
 
Stock selection and sector orientation played key roles in the portfolio’s success, said            
Mr. Norman. Wedge is underweight in financials by 9 percent and in real estate investment 
trusts (REITs) by about 5 percent. Managers predict long-term headwinds in that space, so the 
firm remains selective. STAG Industrial, a single-tenant REIT, is a top 10 holding in the 
portfolio. Wedge is consistently overweight to insurance as the firm has seen good returns in 
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the segment for specialty insurers. In the tricky area of health care, Wedge maintains a holding 
in ambulatory surgical centers and in the Air Methods emergency transport company.  
Finding fresh ideas for the portfolio presents the biggest challenge for Wedge, said              
Mr. Norman. As the market has pulled back, managers haven’t seen a lot of value.  Better 
valuations are on the horizon, but the firm doesn’t see many investment opportunities. 
However, Wedge has been purchasing shares of Treehouse Foods, a manufacturer and 
marketer of private label foods in the grocery/retail segment.      
 
 
New England Pension Consultants 
Keith Stronkowsky 
 
Mr. Stronkowsky provided several reports for the board’s review. The “flash” report for the 
period ending July 31 showed flat returns with the county down -0.3 percent for the month. 
Year-to-date performance is 2.5 percent. Mr. Stronkowsky noted a mixed performance for July 
with domestic equity managers at 0.9 percent while emerging market equities were down 8 
percent. International managers were flat.  
 
On the fixed income side, core fixed income managers were in line with their benchmarks for 
the month. Emerging fixed income returned -2.6 percent for the month.   
 
The county had a rank of 16 year to date versus its peers in the Abbreviated Executive 
Performance Report for the second quarter. That 16th rank shows that the county has built a 
more diversified portfolio that is a little more defensive and less risky, a helpful strategy as 
more volatility comes into the market.  
 
Commenting on the First Quarter 2015 Private Equity Review, Mr. Stronkowsky said the 
program remains healthy with no major issues to date. Out of its commitment of $205 million, 
the county has funded about $120 million. Nearly $62 million has been distributed, with $90 
million still in the ground. The total value to capital call ratio is 1.28. The county has had an 
8.29 percent return since inception in 2005.   
 
Last, NEPC provided an abbreviated private equity program review and a 2015 strategic 
investment plan. The firm recommends that the county allocate about $40 million to private 
equity for vintage year 2015. Private equity manager Warburg Pincus will meet with the 
Investment Committee during its next meeting on September 9.   
    
 

Administrative Report 
 
Staff members are wrapping up the disability earnings verification, said Mr. Peterson. A 
negative cost of living adjustment (COLA) occurred in July for some retirees. With energy 
prices trending lower, a negative COLA could occur again next year. Last, retirements have 
slowed down a little bit but Mr. Peterson expects a slight increase in September.    
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The meeting ended at 1:45 p.m. The next meeting will take place September 11. 
 

 
 
I hereby certify that, to the best of my knowledge, the foregoing minutes are accurate and 
complete.  
 
 
_______________________________                                                   __________________ 
Andrea M. Rhodes                                                                                                    Date             
Secretary to the Board  


