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Board of Trustees  

Minutes of June 19, 2018, 
Meeting 

 
DRAFT 

 
Members Present:  John Hammond, Howard Brown, Jay Cuccia, Jennifer Gilbert-Duran, 
Mary Lu Hughes, Alan Hyatt, Rick Napolitano, Karin McQuade, Ande Rhodes,                    
M. Kathleen Sulick, Leroy Wilkison 
 
Member Excused:  Mark Hartzell  
 
Member Absent:  Jim Thomas   
 
Staff Present:  Anne Budowski, Janet Morgan 
  
Guests:  Peter Duffy, Lee Harper, Rhett Humphreys, Stephen Loizeaux, Jason Ostroski,      
Gary Wilson   
 
Recorder:  Laura 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 12:10 p.m. by Mr. Hammond. The board will check on 
the attendance requirements for member Jim Thomas, who has been absent for several 
meetings.  
 
Minutes 
 
Mr. Napolitano motioned to accept the minutes of the May 15, 2018, meeting. Mr. Cuccia 
seconded, and the board approved the minutes.    
 

Investment Committee 
 
Penn Capital  
Peter Duffy, Stephen Loizeaux   
 
Penn Capital is a boutique firm with $3.9 billion in assets under management. The firm 
focuses on BB-B corporate bonds, which provides consistent returns. The county invests in 
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Penn Capital’s flagship defensive high yield strategy. Mr. Loizeaux reported that Matthew 
Bogdan has moved from marketing to quantitative research.  
 
The main theme in fixed income markets has been rising interest rates, said Mr. Duffy. As 
managers continue to assess the direction of interest rates, Penn Capital will focus on credits in 
the portfolio. The firm is running the portfolio on the shorter duration side, which should help 
investors during a rising-rate environment. Penn Capital also has introduced individual bank 
loans in the county portfolio. These loans give the portfolio some exposure to the floating rate. 
As long as the economy does well, the subinvestment grade part of the market, particularly     
B-BB, should be a good place to earn coupon income, Mr. Duffy added. Penn Capital’s 
liquidity advantage also minimizes defaults and maximizes opportunities. The firm has 
reported no defaults since it began managing funds with the county. 
 
Within the publicly traded high-yield markets, managers have not seen signs of froth. Instead, 
Penn Capital has noticed more refinancing as companies seek to lower interest rates and term 
out debt. Refinancing during this calendar year has reached the highest levels since 2009. 
Managers continue to monitor new issuance in the market. The outlook for high yield, 
particularly mid- to high-tier high yield, is quite good, said Mr. Duffy. Penn Capital also notes 
a declining default environment.  
 
Penn Capital reduced its technology weighting during the past 12 months and put proceeds in 
metals/mining/steel. This sector was the top contributor due to security selection. Loans have 
outperformed, particularly during the last six months. The largest drag on the portfolio was 
cash. Telecom started the last 12 months negative but has rallied since January 2018. 
Managers like the U.S. consumer. The firm remains underweight retail but has developed an 
interest in supermarkets.    
  
Southeastern Asset Management  
Lee Harper, Gary Wilson   
 
Ms. Harper reported a good year for Southeastern: Returns were up about 9 percent, managers 
navigated three successful sales and the portfolio experienced no problem investments.  
 
The firm also made five new investments in a rising, fully valued market. Cash is down from 
30 percent to 20 percent, and managers hope that number will drop closer to 5 percent without 
compromising discipline. Ms. Harper reported no significant changes to the firm.  
 
This U.S.-focused value portfolio benefits from a global team. Southeastern has about $17 
billion in assets under management. The firm has managed funds for the pension system for 28 
years, adding $171 million in value to the county throughout that time. Southeastern has the 
continuity to go into the future due to intentional succession planning and broad team 
development, said Ms. Harper. 
 
Reviewing the portfolio’s current position, Ms. Harper highlighted CenturyLink as the largest 
position in the portfolio. New names include Park Hotels and Resorts and Mattel. Comcast, a 
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name Southeastern has owned before, continues to grow its residential and business broadband 
connections. Another misunderstood investment, GE, shows strong promise in aviation 
engines, healthcare imaging and power generation. As a value investor, Southeastern continues 
to pursue businesses that require patience and a lengthy time horizon. 
 
New England Pension Consultants  
Rhett Humphreys    
 
The county’s portfolio was down about 10 basis points in the “flash” report for the period 
ending May 31. Total equities were up 0.4 percent year to date. Bonds were down about 80 
basis points, and the Bridgewater risk parity portfolio was up 1.1 percent year to date. 
 
Reviewing the report more closely, Mr. Humphreys said the domestic equity composite was up 
2.9 percent year to date. Southeastern played a role in that performance with year-to-date 
numbers of 0.6 percent versus the benchmark’s -1.9 percent. The international equity and 
emerging market equity composites were both down -1.8 percent. NEPC continues to keep a 
close eye on Wedge, which was behind 3.6 percentage points year to date. The firm also has 
lagged its benchmark at the one-, three- and five-year time periods as well as since inception.    
 
Although bonds were down -0.8 percent, the Loomis Sayles bank loan portfolio was up 1.5 
percent. Penn Capital protected the bond portfolio as well with a performance of  -0.1 against 
the benchmark’s -0.8 percent. PIMCO emerging debt, however, was down -3.2 percent. In the 
Bridgewater portfolio, the pure alpha fund showed returns of 4.9 percent year to date. The      
all-weather portfolio returned -0.2 percent.  
     

Administrative Report 
 
Jason Ostroski discussed the December 31, 2017, financial statement audit. The presentation 
included significant audit findings from CliftonLarsonAllen as well as the Comprehensive 
Annual Financial Report (CAFR). The auditors issued a clean opinion, said Mr. Ostroski. 
 
In other news, the cost of living adjustment (COLA) reconciliation with the Bolton Partners 
actuarial firm is nearly complete, said Anne Budowski. Staff continue to work on the 401(a) 
implementation. In response to a request from Mr. Hammond, Ms. Budowski will provide a 
monthly report on the number of employees who opt in or transfer to the 401(a). 
 
Pension staff also have sent out nomination letters for Jay Cuccia’s nonrepresented seat on the 
board of trustees. Mr. Cuccia will continue to serve until the board has a newly appointed 
representative. Mr. Wilkison asked for an update on the audit/actuarial services contracts.  
 
The meeting ended at 1:45 p.m. The next meeting will take place July 17, 2018. 
 

 
 
 



Anne Arundel County Retirement and Pension System                                                                 4 
June 19, 2018

 
 

 
Audio Associates 
(301) 577-5882 

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


