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Board of Trustees  

Minutes of December 18, 2018, 
Meeting 

 
Members Present:  John Hammond, Ben Birge, William DeHoff, Jennifer Gilbert-Duran, 
Alan Hyatt, Karin McQuade, Rick Napolitano, Ande Rhodes, M. Kathleen Sulick,                  
Leroy Wilkison 
 
Member Excused:  Howard Brown, Mary Lu Hughes 
 
Staff Present:  Anne Budowski, Beth Zimmerman 
  
Guests: Erika Bode, Ryan Coulter, Russell Greig, Rhett Humphreys, Thomas Lowman, Erin 
Doyle Orekhov, Ann Sturner, Jeff Puckette, Matt Weinstein, Chris Wilson   
 
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 12:07 p.m. by Mr. Hammond. Chief Administrative 
Officer Ben Birge replaced Mark Hartzell, who left the board due to a change in 
administration.  
 
Minutes 
 
Mr. Hyatt motioned to approve the minutes of the November 20, 2018, minutes.                          
Mr. Wilkison seconded, and the board approved the minutes.    
 

Investment Committee 
 

BlackRock 
Ryan Coulter, Jeff Puckette, Matt Weinstein 
 
BlackRock launched its Strategic Income Opportunities strategy in 2010 to create a flexible, 
diversified and risk-aware fixed income portfolio. The portfolio seeks returns from investment 
grade credit, high yield, commercial mortgage-backed securities and several other investment 
areas to provide positive returns within any rate environment.  
Mr. Puckette noted the portfolio was down 53 basis points year to date due to the tricky 
current environment. The U.S. Aggregate Index was down 1.8 percent. Emerging markets hurt 
performance but managers were able to cut the portfolio’s exposure and mitigate losses. The 
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SIO fund also lost money due to rising interest rates. Allocations to securitized assets and 
macro-oriented strategies showed the strongest performance.   
 
Noting that the best defense is a good offense, Mr. Puckette said BlackRock continues to 
maintain a diversified portfolio. The firm also wants to move into higher-quality sectors during 
this period of market uncertainty by owning municipals, agency mortgages and                               
investment-grade corporate credit. Managers expect the Federal Reserve to raise interest rates 
only twice in 2019. In response, BlackRock has moved out of the bank loan space and into 
high-yield bonds. Inflation will likely remain around the 2 percent target, Mr. Puckette added. 
 
Mr. Coulter provided updates on the Q-BLK Private Capital II and III funds. Both of these 
funds deployed during the years leading up to the global financial crisis, so the timing on these 
assets has been delayed considerably.  
 
The county committed $5 million to Fund II, a 2004 vintage portfolio. $5.3 million has been 
deployed due to the reinvestment of early distributions. That commitment has distributed $6.2 
million back to the pension system, with $1.8 million remaining as unrealized value. The fund 
reported a gross internal rate of return (IRR) of 9 percent and net returns 6.6 percent. The 
portfolio included 53 investments with underlying exposure to more than 1,300 portfolio 
companies. Venture capital fund Accel IX Strategic Partners was an early investor in 
Facebook. Fund II should wind down in two to three years. 
 
The 2007 Fund III also remains in harvest mode. The county committed $10 million. A total of 
$11.2 million was paid in, generating about $12 million in distributions. About $5 million 
remains unrealized. Mr. Coulter noted a gross IRR of 11.3 percent and a net of 8.5 percent. 
The 57 investments in this fund have underlying exposure to more than 1,900 companies. A 
$15 million commitment to Institutional Venture Partners XII has yielded a 26 percent IRR 
and a 2.6 times money multiple. Another four years remain in this fund. 
 
Voya 
Russell Greig, Erin Doyle Orekhov, Chris Wilson 
   
The county has invested with Voya since 1983. Mr. Greig reported that the firm has divested 
its fixed annuity and variable annuity. This change allows Voya to focus on more profitable, 
higher-growing areas such as investments and retirement.  
 
Reviewing core fixed income, Mr. Wilson highlighted the semiannual macro themes that have 
guided investment decisions for the latter half of 2018. Although investors expected rising 
interest rates, most did not anticipate the rising volatility. Episodes of equity turbulence have 
spilled over into fixed income markets as well. Global growth rates also were more divergent 
than fund managers expected. Deregulation and corporate tax cuts fueled U.S. growth but 
slowdowns in China, Europe and other emerging markets were more severe. These areas 
experienced performance headwinds, said Mr. Wilson. The benchmark reported one-year 
returns of -1.62 percent versus the benchmark’s performance of -2.05 percent. Security 
selection gave the portfolio a little less interest rate risk and helped managers add value. The 
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portfolio remains underweight to agency mortgages and overweight to asset-backed securities. 
Managers also favor commercial mortgage-backed securities and investment-grade corporates. 
Like BlackRock, Voya expects two rate hikes in 2019.   
 
Ms. Orekhov, who oversees equities, reported the April 2018 departure of the team’s senior 
technology analyst. A replacement should be on board in early 2019. Nevertheless, technology 
has been the best sector for equities year to date. In its one-year returns, Voya outperformed 
the benchmark by about 150 basis points. Several tech stocks contributed to those returns. 
Underperforming sectors included materials, financials and consumer discretionary.  
Managers continue to look for way to navigate a treacherous market cycle. Ms. Orekhov 
encouraged the pension board to communicate frequently if there are concerns.  
  
New England Pension Consultants  
Rhett Humphreys   
 
The county had a positive month but year-to-date numbers lingered in negative territory in the 
flash report for the period ending November 30. Mr. Humphreys noted, however, that                      
long-term returns are 7.6 percent, slightly ahead of the 7.5 percent target.  
 
One-month composite returns were 0.4 percent while the year-to-date performance was -1.8 
percent. U.S. equities earned 2.9 percent year to date. The international equity composite 
returned -12.4 percent. The emerging market equity composite reported 3.6 percent for the 
month and -10 percent year to date. NEPC continues to keep an eye on Wedge capital, which 
showed returns of 3.1 percent for the month versus the benchmark’s 1.6 percent. However, 
Wedge is behind for the three-month, year-to-date and one-year time periods. 
 
Core fixed income managers were down in the bonds portfolio. In non-core fixed income, the 
Loomis Sayles bank loan reported returns of 2 percent year to date. The benchmark had a 
performance of 2.2 percent. Penn Capital beat its benchmark 0.6 percent versus -0.2 percent. 
Emerging markets hurt the portfolio, however, with year-to-date returns of -6.2 percent for 
PIMCO against the benchmark’s -5.8 percent. Bridgewater’s all-weather portfolio was -4.5 
percent year to date. The pure alpha piece helped offset some market losses with a 
performance of 8.7 percent for the same time period.  
 
   

Administrative Report 
 
The Bolton actuarial team presented to the board the Experience and Assumption Study. This 
report provides recommended changes in the assumptions due to a review of the demographics 
and economic experience of the Anne Arundel County retirement plans. Among the team’s 
recommendations, Thomas Lowman proposed lowering the investment return assumption (and 
discount rate) from 7.50 percent to 7.25 percent. The board will make this change gradually by 
lowering the discount rate 5 basis points each year. The rate for 2019 will be 7.45 percent.  
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Erika Bode also gave an update on the Pension Portal online system, which went live earlier in 
2018. The portal allows employees to view statements and use other retirement tools 
electronically.  
 
MOTION: Mr. Wilkison motioned to accept the report from Bolton and implement the 
recommendations in the January 1, 2019, actuarial valuation and funding recommendation to 
the committee on April 1, 2019. Ms. Sulick seconded, and the board passed the motion 
unanimously. 
 
In other news, Ms. Budowski reported 15 retirements for December. Open enrollment has 
concluded, and staff continue to prepare for new health and benefits operations. 401(a) 
transfers will continue until December 31.   
 
The meeting ended at 3:05 p.m. with a party for Mr. Hammond, who is retiring from the 
board. The next meeting will occur January 15, 2019. 
 

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


