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Board of Trustees  

Minutes of June 18, 2019, 
Meeting 

 
 

 
Members Present:  John Hammond (ex officio), Ben Birge, Howard Brown, William DeHoff, 
Sherri Dickerson, Jennifer Gilbert-Duran, Mary Lu Hughes, Alan Hyatt, Jessica Leys,               
Karin McQuade, M. Kathleen Sulick and Leroy Wilkison 
 
Members Excused:  Rick Napolitano  
 
Staff Present:  Anne Budowski, Beth Zimmerman  
  
Guests:  Peter Duffy, Lee Harper, Rhett Humphreys, Stephen Loizeaux, Jason Ostroski,     
Gary 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 12:10 p.m. by Mr. Birge. Mr. Wilkison motioned to 
approve the minutes of the April 16, 2019, meeting. Ms. Hughes seconded, and the board 
approved the minutes. Ms. Hughes also motioned to approve the minutes of the May 21, 2019, 
meeting. Ms. Gilbert-Duran seconded, and the board approved the minutes. 
  

Investment Committee 
 
Penn Capital   
Peter Duffy, Stephen Loizeaux  
 
Penn Capital is an independently owned firm with $2.9 billion in assets under management. 
The firm has managed funds for the county for 12 years. The county invests in Penn Capital’s 
flagship Defensive High Yield fund, a portfolio launched more than 30 years ago.  
 
The companies in Penn Capital’s portfolios have good cash flow and low default rates. 
Fundamentals look healthy but managers continue to watch for signs of froth. The Defensive 
High Yield fund remains stable and conservative. The portfolio has provided consistent returns 
through the years for the BB asset class and maintains a Sharpe ratio that beats other indices, 
indicating the firm’s careful focus on risk.  
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2018 was a down year for high-yield markets due to concerns about rising interest rates and 
economic worries late in the year, said Mr. Duffy. The index was down -2 percent while      
Penn Capital reported -1 percent. The overall high-yield market was down -2 1/4 percent in 
2018. Last year the firm was underweight apparel and building materials, and commodities 
dragged in 2018.  
 
2019 began with a strong rally. May was the only negative returning month for the market and 
the index, and Penn Capital outperformed due to security selection. Mr. Duffy reported gross 
year-to-date returns of 7.46 percent and net returns of 7.31 percent. The benchmark posted 
7.54 percent. This year Penn Capital has added to the building segment of its portfolio, 
focusing on roofs, windows and other items for home renovations. Managers continue to take 
profits from energy, and the portfolio is slightly overweight in metals and mining. The firm 
remains underweight to retail due to the sector’s ongoing structural issues.     
 
Southeastern 
Lee Harper, Gary Wilson 
   
Southeastern has managed funds for the county since 1990. Starting the presentation with 
some good news, Ms. Harper reported that the firm reduced fees for clients of 20 years or 
more. Turning to the bad news, Ms. Harper noted poor returns during the past year. The firm is 
down about -14 percent while the market is up slightly. Year-to-date performance is 2.3 
percent. The firm has $14 billion in assets under management. 
 
Southeastern faces style headwinds as growth continues to outperform value and U.S. 
companies outperform international businesses. Southeastern’s portfolio includes some firms 
headquartered outside of the U.S. Large companies tend to perform better than small, and 
Southeastern’s companies also tend to be mid-cap. What’s more, the firm rarely invests in 
information technology and health care. These two sectors drove the index during the past 12 
months. Cash came down but is back to 20 percent of the portfolio as the U.S. market is so 
expensive.  
 
Federal Express was one of the largest detractors in 2018 due to a slow global economy and 
trade war fears. Southeastern has reinvested in Wynn Resorts after selling and making a profit 
on the holding nearly two years ago. Managers eliminated CONSOL Energy, Franklin 
Resources, Dow DuPont and Wabtec. The firm also trimmed nine positons.  
 
New England Pension Consultants  
Rhett Humphreys    
 
Mr. Humphreys noted the impact of the trade war on global markets during the presentation of 
the “flash” report for the period ending May 31. The county posted -2.9 percent for the month.  
Year-to-date returns were 5.1 percent. Since-inception returns were 7.5 percent net of fees.    
 
June markets responded to talks of lowered interest rates. Mr. Humphreys also noted that 
growth stocks have outperformed value and large-cap stocks continue to outperform small-cap. 
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Chartwell has improved with year-to-date returns of 15.5 percent. Wedge pulled ahead of its 
benchmark with returns of 7.8 percent year to date versus 6.7 percent.   
International equities were up 5.9 percent year to date. Emerging market equities posted 2.3 
percent for the same time period. 
 
The core fixed income managers were all ahead year to date, particularly Western Asset. In 
non-core fixed income, BlackRock posted 3.2 percent year to date. The benchmark returned 
2.4 percent. The Loomis Sayles bank loan portfolio reported 5.1 percent. PIMCO was up 5.5 
percent versus the benchmark’s return of 5 percent year to date. 
 
Bridgewater reported a total year-to-date performance of 3.5 percent. The all-weather portfolio 
returned 7 percent while the hedge fund piece was down -6.1 percent for the time period. Since 
inception, the hedge fund has earned 13.2 percent per year net of fees. 
  
Mr. Hammond reported on the May 9 Investment Committee meeting, noting that members  
recommended the pension system raise $40 million in cash by taking $20 million from Voya, 
$10 million from Penn Capital and $10 million from the Loomis Sayles bank loan portfolio. 
The committee will meet August 15 at 11:00 a.m. to review the pension system’s asset 
allocation and propose any rebalancing recommendations.  
 
MOTION: Mr. Wilkison motioned for the board to accept the Investment Committee’s 
recommendation to take $20 million from Voya, $10 million from Penn Capital and                            
$10 million from the Loomis Sayles bank loan portfolio for the pension system’s cash-flow 
needs. Ms. Sulick seconded, and the board passed the motion unanimously.   
 
Mr. Hammond also highlighted two notices from Lexington Partners. One requires the board 
to file a tax certificate with Lexington Partners to avoid paying taxes to Italy due to 
investments in the portfolio. Second, the firm wants to make a change to the partnership 
agreement with the county regarding the credit facility used to cash-flow the investments. 
NEPC had no concerns. The board must approve the change to the partnership agreement,                    
said Mr. Hammond. 
 
  
MOTION: Ms. Hughes motioned to approve an amendment to the limited partnership 
agreement with Lexington Partners to modify the firm’s credit facility. Ms. Sulick seconded, 
and the board passed the motion unanimously.   
 

Administrative Report 
 
Ms. Budowski reported 16 retirements for June. Looking at totals for the year, staff noted a 
few more retirements for FY2019 than in 2018, including 119 retirements out of the 
employees’ plan. The fire plan reported 11 retirees, police posted 27, and the detention officers 
and deputy sheriffs had 18. More than 300 employees attended the spring retirement seminars. 
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In other news, staff members have submitted Cost-of-Living Adjustment (COLA) files to the 
Bolton actuarial firm.    
 
Mr. Hammond prepared a 2018 annual report of the Anne Arundel County pension plans for 
the Pension Oversight Commission. Commission members will attend the July meeting.  
 
Jason Ostroski from CliftonLarsonAllen discussed the Comprehensive Annual Financial 
Report (CAFR) and the Independent Auditors’ Report for the year ended December 31, 2018. 
The firm provided an unmodified opinion on the financial statements. The Report on Internal 
Control Over Financial Reporting noted that no material weaknesses or significant deficiencies 
were identified during the audit.  
 
Finally, a letter from the firm to the board reported that no new accounting policies were 
implemented this year. Auditors also reviewed the key factors and assumptions in developing 
accounting estimates and found them to be reasonably stated in relation to the financial 
statements as a whole. Auditors reported a smooth process during a transition year in which 
Beth Zimmerman joined the staff following Janet Morgan’s retirement.  
 
The meeting ended at 1:30 p.m. The next meeting will take place July 16, 2019. 
 

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


