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Board of Trustees  
Minutes of April 18, 2017 

Meeting 
 
 
Members Present:  John Hammond, Jay Cuccia, Jennifer Gilbert-Duran, Mark Hartzell,      
Alan Hyatt, Karin McQuade, Jay Middleton, Rick Napolitano, Mike Shier,                              
M. Kathleen Sulick, Leroy Wilkison 
 
Members Excused:  Howard Brown, Ande Rhodes, Jim Thomas   
 
Staff Present:  Anne Budowski, Janet Morgan  
  
Guests:  Robert DeConcini, Robert Failla, Rhett Humphreys, Thomas Lowman, Conor 
Muldoon, Kristopher Seets, Sarah Van Ness 
 
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 12:06 p.m. by Mark Hartzell. Mike Shier sat in for 
Howard Brown. 
 
Minutes 
 
Mr. Wilkison moved to approve the minutes of the March 21, 2017, meeting. Mr. Hyatt 
seconded the motion, and the board approved the minutes.    
 

Investment Committee 
 
Lazard Asset Management 
Robert DeConcini, Robert Failla  
 
Lazard has managed international equities for the county for about four years. The firm has 
about $180 billion in assets under management and offices all around the world.                     
Mr. DeConcini reported no management changes.  
 
Stock selection and capital protection drive this profitable portfolio. Performance tends to lag 
during sharp upswings of low-quality equities. Reviewing last year’s performance, Mr. Failla 
noted that such political issues as Brexit and the Italian referendum characterized the market 
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during the first half of 2016. Despite the Brexit turbulence, Lazard carefully managed its 
overweighted holdings in the United Kingdom, and the portfolio outperformed.   
 
Central bank monetary policy and the U.S. elections affected the second half of 2016.                  
Low-quality stocks rallied and enjoyed good returns into the start of 2017. Leading the rally 
were low-quality financials, particularly continental European banks, and low-quality mining 
and metals, sectors that were underweight in Lazard’s portfolio.  
 
Further making the case, Mr. Failla noted chart showing Europe, Australasia and Far East 
(EAFE) returns by return on equity. Between the period of June 2016 and March 2017, the 
average performance of top return on equity businesses in the benchmark was up 4 percent. 
The average of the lowest quality, many with negative earnings, was up almost 17 percent.    
Mr. Hartzell asked to see the current chart and a chart showing the 2018 performance during 
next year’s managers’ presentation.   
 
The transition has begun back to a fundamentally driven, high-quality market, and the 
portfolio has had a much better heartbeat during the past few months. Several key risks 
remain, including valuations, credit and the political landscape. Rapidly rising interest rates 
will hurt equity markets, but many of these challenges play into Lazard’s favor.  
 
Managers forecast ongoing political risk and uneven growth. Non-U.S. stocks will continue to 
outperform. The low-quality headwind, however, should be over.  
 
Causeway  
Conor Muldoon, Sarah Van Ness 
    
The county has invested with Causeway’s International Value Equity Strategy also for about 
four years. Causeway has managed this flagship portfolio for about 27 years. The LA-based 
firm has $49 billion in assets under management. Ms. Van Ness reported no changes to senior 
staff.   
 
The portfolio, which focuses on developed equity markets, typically includes 50 to 80 stocks 
with a turnover rate of 30 percent. Causeway holds stocks for two to three years. Managers 
look for stocks that the market has mispriced due to restructurings, operational missteps or 
other issues. Causeway mitigates risk by selecting companies that demonstrate financial 
strength, pay dividends or buy back shares. The portfolio currently holds 55 stocks. 
  
An uneven level of economic growth from 2014 to 2016 led to very low interest rates around 
the world, said Mr. Muldoon. As a result, investors bid up the valuations of defensive, higher 
quality businesses. As the economy showed more global growth during the second half of 
2016, values and investment style performed better, which supported Causeway’s investment 
style. Indeed, managers have seen strong returns during the last six to nine months. Despite a 
period of underperformance during 2014 and 2015, Causeway stayed true to its investment 
approach, and the valuations strategy began to pay dividends last year.  
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Stock selection drove performance during that time period, said Mr. Muldoon. Currency 
dragged on performance due to an overweight to the British pound, which fell in value during 
the second half of 2016. Causeway also had an underweight to Japanese currency during a 
strong yen environment. Good stock selection during the 12-month period overrode those 
challenges.    
 
Causeway continues to recycle capital and scour the market for new ideas. Managers expect 
the recovery in Europe to continue once key elections occur. Volkswagen continues to move 
through its scandal, and a significant auto recovery is possible in Europe.  
 
New England Pension Consultants 
Rhett Humphreys  
 
The “flash” report for the period ending March 31, 2017, noted a financial composite of              
5.1 percent year to date. With total equities up 7.3 percent year to date net of fees, equities 
drove performance during the quarter, said Mr. Humphreys. Domestic equities reported 5.9 
percent for the period. The international equity composite returned 6.4 percent, and emerging 
market equities were up 14.2 percent year to date. Further, all domestic equity managers net of 
fees outperformed during the first quarter and since the time hired. 
 
Within the international equity composite, two of the three managers, including Lazard, 
underperformed for the quarter. In response to comments from Mr. Wilkison and Mr. Hartzell, 
the board will look closely at Lazard during the May Investment Committee meeting.      
 
In the emerging markets space, Dimensional benefited from a value market and beat its 
benchmark 14.2 percent to 11.4 percent year to date.  
   
The total fixed income composite reported 2.1 percent year to date. All of the core fixed 
income managers were ahead of their benchmarks for the quarter.   
 
In the noncore portfolio, the Loomis Sayles bank loan was up 1 percent and PIMCO returned 
5.7 percent year to date versus the benchmark’s 5 percent. In the Global Asset Allocation 
Composite, Bridgewater was up 2.7 percent year to date, ahead of the benchmark’s 
performance of 1.6 percent.   
 
An Investment Committee meeting will take place May 11 at 11:00 a.m.  
 

Administrative Report 
 
Thomas Lowman of Bolton Partners presented actuarial recommendations to the board 
members. The required county contribution increased from $66,890,007 (27.3 percent of 2016 
payroll) to $69,609,203 (27.6 percent of 2017 payroll). The 2017 valuation amounts determine 
the FY18 contributions. Mr. Lowman reviewed each individual plan. 
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The employees’ plan went up from 19.7 percent of payroll to 20 percent of payroll primarily 
due to investment performance. Due to asset smoothing, the 2017 valuation is smoothing in 
investment losses at about a half percent of pay to the cost. The actuarially determined 
contribution is $26,104,496, up from $25,203,933 in FY2017. The plan is about 73 percent 
funded. The plan should be 100 percent funded, said Mr. Lowman. 
 
The police plan went down from 42.6 percent of payroll to 42.2 percent of payroll. The 
actuarially determined contribution is $21,354,858, up slightly from $20,507,297 in FY2017. 
The plan is 74.5 percent funded, slightly better than last year.  
 
The fire plan went up from 29.1 percent of payroll to 29.8 percent of payroll. As in all the 
plans, one the largest drivers to the increase in the county’s contribution was investment 
performance, particularly the returns of 2014 and 2015 that were significantly less than the 
assumptions, said Mr. Seets. The actuarially determined contribution is $15,001,017, up from 
$14,327,847 in FY2017. The plan is about 82 percent funded on a market basis.  
 
The detention officers’ and deputy sheriffs’ plan went down slightly from 34.3 percent of 
payroll to 34 percent of payroll. The actuarially determined contribution is $7,148,832, up 
from $6,850,930 in FY2017. The plan is about 70 percent funded on a market basis.  
 
MOTION: Mr. Wilkison moved that the Board of Trustees recommend to the county, per the 
Bolton Partners letter of March 31, 2017, a pension contribution of $69,609,203 for the fiscal 
year 2018 budget. Mr. Cuccia seconded, and the board unanimously passed the motion.    
 
Mr. Lowman also presented a letter on July 2017 Cost of Living Adjustment (COLA) 
increases.  
 
In other administrative news, Ms. Budowski reported 16 retirements for the month versus 9 
during this same time last year. Several employees retired out of the Deferred Retirement 
Option Plan (DROP), creating a big DROP payment for April 1. Ms. Budowski hopes to add a 
statement about this year’s COLAs on the retirees’ check stubs. Ms. Gilbert-Duran’s seat is up 
for election. Mr. Middleton’s term also is coming to an end.  
 
The meeting ended at 2:45 p.m. The next meeting will take place May 16, 2017. 
 

 
 
I hereby certify that, to the best of my knowledge, the foregoing minutes are accurate and 
complete.  
 
 
 
__________________________________                                        ____________________ 
Ande Rhodes                                                                                           Date                  
Secretary to the Board 


