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Board of Trustees  

Minutes of August 21, 2018, 
Meeting 

 
 

 
Members Present:  John Hammond, Howard Brown, Jay Cuccia, Jennifer Gilbert-Duran, 
Mark Hartzell, Mary Lu Hughes, Alan Hyatt, Karin McQuade,  Rick Napolitano,  
M. Kathleen Sulick, Leroy Wilkison 
 
Member Excused:  Ande Rhodes 
 
Staff Present:  Anne Budowski, Beth Zimmerman 
  
Guests:  Don Cleven, Rhett Humphreys, Michael McCloskey, John Norman, Frank Sustersic   
 
Recorder:  Lisa Burns, Audio Associates 
 

 
 
The meeting of the Board of Trustees of the Anne Arundel County Retirement and Pension 
System (Board) was called to order at noon by Mr. Hammond.  
 
Minutes 
 
Mr. Napolitano motioned to accept the minutes of the July 17, 2018, meeting. Ms. Hughes 
seconded, and the board approved the minutes.    
 

Investment Committee 
 
Chartwell  
Frank Sustersic, Mike McCloskey   
 
Chartwell, a Pennsylvania-based firm with $9.5 billion in assets under management, has 
managed funds for the pension system for 20 years. The firm seeks to add value through 
quality stock selection, based on in-depth fundamental research exclusively on small, rapidly 
growing companies. Mr. Sustersic joined Chartwell 2 years ago. 
  
The county has earned 8.57 percent since the fund’s inception in 1998. The Russell 2000 
Growth Index reported returns of 7.44 percent while the Russell 2000 Index had a performance 
of 8.53 percent during that same time period. The portfolio saw returns of 23.38 percent during 
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the 2 years Mr. Sustersic managed the portfolio, beating the Russell 2000 Growth performance 
of 21.38 percent and growth index returns of 16.26 percent. For the second quarter of 2018, 
the county and the Russell 2000 index both reported 7.75 percent.  
 
Health care has been a top performer in the portfolio year to date. Individual contributors to 
performance included Tandem Diabetes Care, Sarepta Therapeutics and Varonis Systems, Inc., 
a software firm that focuses on cybersecurity. Eldorado Resorts in the consumer discretionary 
sector has the highest weighting in the portfolio.  
     
Inflation has had an impact on industrials as companies face higher raw material and freight 
shipping costs. Aluminum and steel costs were already up about 25 percent year to date before 
the tariffs. Now companies report 40 to 50 percent higher costs, and managers question 
whether these businesses will pass those costs on to consumers or face lower incremental 
margins. Other detractors to the portfolio included Camping World Holdings and the Oshkosh 
Corp. 
 
Wedge  
Don Cleven, John Norman 
   
Wedge has managed funds for the county pension system for about 6 years. The firm has about 
$13 billion in assets under management.  
 
Wedge has faced headwinds during the past 2 years as value has fallen out of favor. Even so, 
the firm continues to maintain a process that has been in place for 28 years and has done well 
over long periods of time. Mr. Norman reported since-inception numbers of 14.13 percent 
versus Russell 2000 Value returns of 13.38 percent. The 1-year and 3-year numbers, however, 
show how Wedge’s investment style has struggled during the current market environment. 
 
Reviewing the past three years, Mr. Cleven noted that Wedge has done well during up and 
down markets. Wedge, however, can expect to underperform during low quality/junk rallies, 
frothy growth markets and markets where valuations do not matter. All of those have been 
present during the past 2 years, starting in mid-2016. Stock selection also played a role. 
Treehouse Foods, a top Wedge holding, fumbled a CEO transition. Wedge also has avoided 
biotech stocks due to its investment philosophy.   
 
Managers noted, however, that an economy growing at a reasonable rate with good earnings 
tends to favor value over time. Top portfolio holdings include STAG, an industrial real estate 
investment trust (REIT). Utilities also have done well. As the cycle shifts, Chartwell plans to 
hold to its convictions and see results long-term.  
 
New England Pension Consultants  
Rhett Humphreys    
 
Mr. Humphreys presented several items for board review. The preliminary “flash” report for 
the period ending July 31 showed one-month composite returns of 1.5 percent and composite 
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year-to-date returns of 1.6 percent. Since-inception performance was 7.8 percent, with an 
actuarial goal of 7.5 percent. The county’s portfolio has benefited from domestic equity, bank 
loans and the Bridgewater hedge fund pure alpha piece. Emerging market equity and debt 
reported negative numbers due to the appreciating U.S. dollar. 
 
The private equity review for the first quarter reported an internal rate of return (IRR) since 
inception of 8.75 percent. That performance is ahead of the public equity benchmark of 8.58 
percent. NEPC recommended investing $30 million in the $13.5 billion Warburg Pincus 
Global Growth fund. This fund will be similar to the firm’s Fund XII, in which the county 
invested $17.2 million. The Investment Committee supported NEPC’s recommendation.       
Mr. Hammond also noted the private equity policy verifications.    
 
MOTION: Mr. Hyatt motioned for the board to make a $30 million commitment to the 
Warburg Pincus Global Growth Fund (Fund XIII) as a continuation of the board’s private 
equity program. Mr. Napolitano seconded, and the board unanimously passed the motion.  
 
The next Investment Committee meeting will occur November 8.  
  

Administrative Report 
 
Mr. Hammond reported on three pieces of legislation introduced during the county council’s 
July meeting. Bill No. 82-18 is for the purpose of providing that accumulated contributions for 
service transferred from certain state pension plans is credited to the Employees’ Retirement 
Plan; and generally relating to pensions and the Employees’ Retirement Plan. Bill 81-18 
concerns election to defer the retirement date. Bill 83-18 involves a minor child who is a joint 
annuitant. The pension board deferred action on 81-18 and 83-18. A county council work 
session on the bills will take place September 11. 
 
MOTION: Mr. Napolitano motioned that the board is favorably disposed toward passage of 
Bill No. 82-18. Mr. Hyatt seconded, and the board unanimously passed the motion. 
 
In other news, Anne Budowski noted 13 retirements for the month. Staff members continue to 
work on health benefits activities and 401(a) plan implementation. Karen McQuade reviewed 
financial statements. Mr. Hammond presented a plaque to retiring board member Jay Cuccia.   
 
The meeting ended at 2:15 p.m. The next meeting will take place September 18, 2018. 

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


