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Board of Trustees  

Minutes of July 16, 2019, 
Meeting 

 
 

 
Members Present:  John Hammond (ex officio), Ben Birge, Howard Brown, William DeHoff, 
Mary Lu Hughes, Alan Hyatt, Karin McQuade, Rick Napolitano, M. Kathleen Sulick,               
Leroy Wilkison 
 
Members Excused:  Sherri Dickerson, Jennifer Gilbert-Duran, Jessica Leys  
 
Staff Present:  Anne Budowski, Beth Zimmerman  
  
Guests:  Eric Gormyer, Rhett Humphreys, Scott D. Lawson, Jason Kenneth R. Nostro, 
Michael Shier, Robert Stull, Nicole Wall 
  
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 12:05 p.m. by Mr. Birge. Hujia Hasim sat in for Jessica 
Leys. Mr. Napolitano motioned to approve the minutes of the June 18, 2019, meeting.                     
Ms. Sulick seconded, and the board approved the minutes. 
  

Investment Committee 
 
Westwood   
Scott D. Lawson, Kenneth R. Nostro   
 
Westwood has managed funds for the county pension system since 2006. Mr. Nostro reported 
July was a strong month with portfolio returns of 18.79 percent gross versus 18.29 percent for 
the benchmark. Since inception, the portfolio has reported gross returns of 8.44 percent and net 
returns of 7.85 percent, ahead of the benchmark’s 7.13 percent. Brian O. Casey remains the 
president and CEO. Adrian Helfert joined the team in January as senior vice president and 
director of multi-asset portfolios. 
 
As a high-quality value manager, Westwood continues to focus on companies that generate 
strong, predictable returns and free cash flow. The firm participates in strong markets but will 
not hold aggressive names. Westwood outperforms during weak or negative markets. The firm 
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holds 40 to 60 stocks in its LargeCap Value portfolio and maintain a consistent approach and 
performance.  
 
Top five portfolio contributors for the year included Motorola Solutions, Abbot Labs and 
Honeywell. Fed Ex, CVS and three energy-related names detracted from performance. 
Westwood sold Halliburton and Diamondback Energy. Mr. Lawson noted the value of energy 
stocks remains dependent on the unpredictable price of oil. CVS is in the midst of concerns 
about health care. Fed Ex has been hit by slowing economic growth, prompting managers to 
sell the stock. Westwood also sold Lam Research when it reached its value target. 
 
In its sector weight distribution, Westwood maintains an overweight to industrials but typically 
avoids the volatile materials sector. The portfolio has a mix of banks and insurance companies 
but remains underweight the benchmark. Westwood has found good value and safety in 
utilities and now carries an overweight in that sector.    
 
Turning to the market outlook, Mr. Lawson said global economies have been decelerating for 
more than 12 months. Central banks, including the Federal Reserve, also continue to seek 
more ways to stimulate growth. Industrial and technology companies report slower sales in the 
United States and internationally. Managers do note stability in the consumer sector, although 
not great growth. Westwood remains cautious as it underpins the portfolio with good names 
that generate a high level of free cash flow. 
  
Crescent 
Nicole Wall 
   
As an independent credit firm, Crescent focuses on below investment grade corporate credit.   
Founded in 1991, the firm has $25 billion in assets under management and offices in Los 
Angeles, Boston, New York and London. Managers prioritize capital preservation and cash 
income, and maintain a long track record of demonstrated performance through multiple 
cycles. 
 
Ms. Wall reported on the current economic environment, which is the second-longest business 
cycle and highest economic cycle. Managers still see strong economic fundamentals, low 
defaults and low unemployment although the housing market has slowed down slightly. 
Managers also call attention to such geopolitical risks as tariffs and Brexit. For Crescent, 
volatility has led to deal pipeline. Ms. Wall reported nine investments during the first half of 
2019 as deal flow increased. Managers plan to address today’s market with a consistent 
investment process, patient deployment of capital and simple financial solutions.    
 
The county has invested in Crescent’s mezzanine strategy for several years. These investments 
have targeted middle-market companies, primarily in conjunction with private equity sponsors. 
Consumer products, health care, broadcast and telecommunications, and business service 
companies are the biggest sectors in these portfolios. Crescent typically avoids such cyclical 
markets as real estate, oil or energy.    
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Fund V, a 2008 portfolio, is very much in harvest mode. Of the portfolio’s 33 investments, all 
but 1 have been realized. Crescent now owns the remaining asset, Savers, following a 
restructuring in March. Managers will fully realize the investment within another two or three 
years. The fund has a net internal rate of return (IRR) of 9.5 percent.  
 
Fund VI, a 2012 vintage fund, has 34 investments in harvest mode. Ms. Wall reported 12 
unrealized positions. The portfolio generates about $130 million of annual income.  
 
The $ 4.6 billion Fund VII is 74 percent invested. The portfolio closed in 2016. Managers 
expect the fund to include about 40 companies. Crescent has made recent transactions with 
companies in Australia and New Zealand, increasing the firm’s international exposure. The 
fund has had four realizations, including MDVIP in November 2017. The portfolio generates 
more than $190 million of annual income.       
 
In response to a question from Mr. Hammond, Ms. Wall said Fund IV should close at the end 
of the year with a final audit. Ms. Wall also said Crescent managers remain cautious about the 
market environment and expect some sort of correction, even though 2019 does not seem 
similar to 2008.   
 
New England Pension Consultants  
Rhett Humphreys    
 
Mr. Humphreys reported year-to-date returns of 8.8 percent net of fees in the flash report for 
the period ending June 30. Since-inception numbers were 7.6 percent net of fees.  
 
U.S. holdings continued to outperform international during the month. International equities 
beat emerging, and growth stocks saw better returns than value. All of the domestic equity 
managers were ahead of their benchmarks since inception.   
 
Turning to fixed income, Mr. Humphreys gave an update on a manager turnover at PIMCO 
and recommended bringing the firm in during the November 2019 board meeting. 
Bridgewater’s year-to-date returns were 7.1 percent net of fees. The all-weather portfolio was 
up 11.2 percent. The hedge fund portfolio reported -4.2 percent. The hedge fund was up 2 
percent for the month and 13.3 percent since inception. 
 
The Investment Committee will meet August 15. 
 

Administrative Report 
 
Retirees saw the cost-of-living-adjustment (COLA) on the July 1 statement, said                            
Ms. Budowski. Staff members are working with Bolton Partners on the annual statements for 
active employees. Staff also continue to promote the online portal, which offers useful 
information and allows employees to compute their own calculations for retirement.  
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In other news, the board also met with Michael Shier, Robert Stull and Eric Gormyer of the 
Pension Oversight Commission. Discussion included calculations for the sixth year of the 
Deferred Retirement Option Plan (DROP). Reports from the pension system stated that no 
interest is earned in the sixth year of the DROP. Mr. Hammond said interest is calculated for 
all groups entitled to interest on DROP payments. The Comprehensive Annual Financial 
Report (CAFR) will include correct information going forward.  
 
Commission members also asked about the county positions held by employees participating 
in the 401 program. Staff will generate a report to provide that information. 
 
The meeting ended at 1:55 p.m. The next meeting will occur August 20, 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 


