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Board of Trustees  
Minutes of August 15, 2017, 

Meeting 
 

 
 
Members Present:  John Hammond, Howard Brown, Mary Lu Hughes, Alan Hyatt,                
Karin McQuade, Rick Napolitano, Ande Rhodes, Jim Thomas, Leroy Wilkison 
 
Members Excused:  Jay Cuccia, Mark Hartzell, Jennifer Gilbert-Duran, M. Kathleen Sulick  
 
Staff Present:  Anne Budowski, Janet Morgan  
  
Guests:  Caldwell Calame, Rhett Humphreys, Mike McCloskey, Frank Sustersic, Theresa Tran             
 
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 Mr. Hammond. Ms. Hughes replaces Jay 
Middleton, who retired from the board in June.    
 
Minutes 
 
Mr. Napolitano moved to approve the minutes of the July 18, 2017, meeting. Mr. Hyatt 
seconded the motion, and the board approved the minutes.    
 

Investment Committee 
 
 
Chartwell Investment Partners  
Mike McCloskey, Frank Sustersic, Theresa Tran  
 
Chartwell, which has managed funds for the pension system for 19 years, faced a difficult 
performance period in 2015-16. As part of its effort to make improvements, Chartwell brought 
on Mr. Sustersic in fall 2016 to serve as lead portfolio manager and head the growth group. 
Mr. McCloskey noted that performance improved during the fourth quarter of 2016, 13.38 
percent versus the benchmark’s 12.42 percent. 
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Chartwell hired Theresa Tran this month to address health care, one of the firm’s most difficult 
sectors. Chartwell has nearly $8 billion in assets under management and 66 employees. 
 
Strong returns during the first quarter of 2017 unraveled during the second quarter, said                 
Mr. Sustersic. U.S. Silica, an energy holding, was the largest detractor. Further, Chartwell was 
slightly underweight in health care and lacked biotech exposure. Generating alpha in health 
care remains a top priority, said Mr. Sustersic. Further, Chartwell seeks to build a portfolio that 
sees consistent returns in small cap growth opportunities, special situations and cyclical 
growth.   
 
Chartwell has added to its portfolio Eldorado Resorts, a regional gaming company that 
purchased Isle of Capri Casinos. Eldorado recently reported a strong quarter. Acadia 
Healthcare, another new holding, is one of the largest providers of behavioral health services 
in the United States. Chartwell sold Surgery Partners, a company that now faces capacity 
issues due to underinvestment during the past few years.  
 
Ms. Tran, who came to Chartwell from Merck, wants to understand Chartwell’s health-care 
holdings and look for companies with competitive advantages. Ms. Tran worked previously 
with Mr. Sustersic at Turner Investments for about 10 years.  
 
 
Wedge 
Caldwell Calame 
 
Wedge manages a small-cap value portfolio for the pension system. The firm recently hit just 
over $13 billion in total assets under management thanks to a strong market and new small- , 
mid- and large-cap opportunities. Michael Gardner, a longtime partner at the firm, retired in 
March. The firm relies on quantitative tools and bottoms-up research to deliver consistent, 
superior performance. 
 
Wedge has participated in the bull market during the past eight years, and managers do not 
anticipate a major correction during the near term. The county’s portfolio has grown from $32 
million to $51 million since Wedge began managing funds in 2012. Since inception, the 
portfolio is ahead of its benchmark 15.42 percent versus 13.43 percent.  
 
The 1-year number, however, lagged the benchmark 20 percent versus 24.86 percent.           
Mr. Calame noted the portfolio faced a challenging environment after the 2016 elections when 
low-quality stocks surged ahead. Holdings in energy, consumer staples, health care and real 
estate investment trusts (REITs) detracted from performance. The first six months of 2017 
have seen some reversals. Wedge reported returns slightly ahead of the benchmark.  
 
Reviewing current performance, Mr. Calame said Wedge’s well-diversified portfolio holds 99 
names. Managers see opportunities in more cyclical holdings. The firm provides balance with 
such defensive positions as SP Plus, a parking lot operator. With a turnover of 30 percent, 
Wedge encourages investors to ignore the short-term noise, said Mr. Calame.     
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New England Pension Consultants 
Rhett Humphreys  
 
Prior to Mr. Humphrey’s presentation, Mr. Hammond discussed the August 10 Investment 
Committee meeting. The committee discussed the pension system’s quarterly performance and 
agreed to keep an eye on Chartwell. New manager Segall, Bryant and Hamill reported strong 
performance in July. In the “flash” report for the period ending July 31, all the domestic equity 
managers were ahead of the benchmark since inception. The international developed equity 
composite reported returns of 17.2 percent year to date. The emerging market equity piece 
brought in 23.7 percent during that same period.  
 
In the fixed income sector, emerging market debt also added to the county’s overall 
performance with 10 percent returns year to date in the PIMCO portfolio. Core fixed income 
had a year-to-date performance of 3.4 percent. Bridgewater was up a total of 2.9 percent year 
to date. Bridgewater’s all-weather portfolio reported 4.6 percent year to date while the pure 
alpha fund was down 2 percent for the same period. During the last year, however, pure alpha 
was up 14.2 percent and has averaged 14.3 percent a year. 
 
The board also reviewed the Executive Performance Report for the second quarter of 2017 and 
the Private Equity Review for the first quarter of 2017. The internal rate of return since 
inception for the private equity program was 8.06 percent. The portfolio has done well and 
NEPC has no short-term concerns, said Mr. Humphreys.    
 
Last, Penn Capital has asked to expand its high yield mandate to include the purchasing of 
senior bank loans. Mr. Humphreys provided the firm’s proposal, a portfolio analysis and 
background details on bank loans. The Investment Committee supports the request.  
 
 
MOTION: Mr. Hyatt made a motion to allow Penn Capital to hold up to 10 percent of its 
portfolio in senior bank loans. Mr. Napolitano seconded, and the board unanimously passed 
the motion.  
 
 
 
MOTIONS: Mr. Wilkson made a motion to extend the terms of Sigular Guff Fund III and 
Lexington Fund VI for another year. The board unanimously passed the motion.                                
Mr. Napolitano also motioned that the board confirm modifying the limited partnership 
agreement of the Sigular Guff V fund to restrict borrowing. Mr. Thomas seconded, and the 
board unanimously passed the motion.  
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Administrative Report 
 
For August, Ms. Budowski reported 11 retirements, down from 27 last year. Jim Thomas’ seat 
is up for election. Fall retirement seminars will begin across the county in late September. Ms. 
McQuade reviewed financial statements  
     
The meeting ended at 2:08 p.m. The next meeting will take place September 19, 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 


