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Board of Trustees  

Minutes of August 20, 2019, 
Meeting 

 
DRAFT 

 
Members Present:  John Hammond (ex officio), Jim Beauchamp, Ben Birge, Howard Brown, 
William DeHoff, Sherri Dickerson, Jennifer Gilbert-Duran, Mary Lu Hughes, Alan Hyatt, 
Karin McQuade, Rick Napolitano, Leroy Wilkison 
 
Member Excused:  M. Kathleen Sulick 
 
Staff Present:  Anne Budowski, Beth Zimmerman  
  
Guests:  Caldwell Calame, Rhett Humphreys, Michael McCloskey, Frank Sustersic  
  
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 12:25 p.m. Mr. Napolitano motioned to approve the 
minutes of the July 16, 2019, meeting. Mr. Hyatt seconded, and the board approved the 
minutes. 
  

Investment Committee 
 
Chartwell  
Frank Sustersic, Michael McCloskey, 
 
Chartwell has seen a strong recovery after making some leadership changes about three years 
ago. Founded in 1997, this Pennsylvania-based firm has $9.5 billion in assets under 
management.  The firm has managed a small-cap growth fund for the county since 1998. 
 
During the period when Mr. Sustersic came on board in 2016, Chartwell reported returns of 
15.37 percent versus 12.39 percent for the Russell 2000 growth index. The Russell 2000 index 
lagged with returns of 8.25 percent during that time period. Chartwell also beat its benchmarks 
during the second quarter of 2019 and year to date. Mr. Sustersic noted strong performances 
across sectors, a sign of broad market strength.   
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Health care remains the largest sector in the portfolio. Within health care, Chartwell has a 
slight underweight to biotechnology but this sector continues to attract attention and focus. 
Technology moved out of first place as those stocks increased in weighting up to mid-cap. 
Managers maintain an underweight in industrials. Many of these companies have global 
supply chains that have been hit by tariffs, said Mr. Sustersic. The firm also has noticed slower 
growth overseas, which could affect the United States. Managers do not anticipate a major 
slowdown, however.  
 
In fact, Chartwell has identified several interesting prospects, particularly in e-mail security, 
identity theft and vulnerability management. Chartwell’s portfolio includes software security 
firms Rapid7 and Proofpoint. The largest portfolio holding is Insulet, an insulin pump 
manufacturer. Another unusual niche company is Americold, a REIT that focuses on 
refrigerated warehouses. As global interest rates plunge, the dividend yield of REITs may 
become more attractive, said Mr. Sustersic. 
 
Wedge 
Caldwell Calame 
   
Wedge, a small-cap value portfolio, has maintained steady performance during current market 
fluctuations. Founded in 1984, the firm has $11.2 billion in assets under management. Wedge 
added 6 new partners at the beginning of 2019 and saw another retire at the beginning of June, 
for a total number of 17 top leaders at the firm.   
 
Growth has continued to outperform value but the market environment has been a little more 
favorable during the past year, Mr. Calame reported. Since inception in July 2012, the 
portfolio has returned 11.59 percent, beating the value benchmark’s performance of 10.32 
percent.  Wedge’s 5-year number was ahead but the 3-year number underperformed a bit. 
Within that 3-year period, just after the 2016 elections, Wedge struggled for about 18 months 
during a low-quality rally. The firm also avoided the high-performing biotech industry, a risky 
sector for a high-quality, small-cap value portfolio. Wedge’s one-year numbers show 
managers protected on the downside. Year-to-date performance was 16.47 percent. The value 
benchmark reported 13.47 percent. 
 
Looking at the elements that helped performance, Mr. Calame highlighted STAG, an industrial 
REIT. And although retail industries have faced challenges, Wedge managers like the 
progressive side of Aaron’s Rent-A-Center. A private equity group bought the Genesee and 
Wyoming transportation company, a Top 10 holding for Wedge. Managers also keep a slight 
overweight to banks to shield the portfolio should a recession occur. Overall, the firm saw 
good relative outperformance for the year and the benefits of stock selection. 
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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 0.1 percent and composite 
year-to-date returns of 9.3 percent.  
 
The private equity review for the first quarter reported an internal rate of return (IRR) since 
inception of 8.65 percent. To continue growing the private equity program, the county should 
invest $25 million in the PIMCO Private Income Fund. NEPC also recommended investing 
another $20 million in Private Advisors. The Investment Committee supported NEPC’s 
recommendation.        
 
MOTION: Mr. Beauchamp motioned for the board to make a $25 million commitment to the 
PIMCO Private Income Fund. Mr. Wilkison seconded, and the board unanimously passed the 
motion.  
 
Mr. Humphreys also provided the 2019 outlook of the county’s asset allocation. NEPC has 
recommended reducing the Bridgewater All Weather portfolio by 3 percentage points and 
redistributing those 3 percentage points elsewhere in the portfolio. Exposure to core fixed 
income would increase from 10 percent to 11 percent. Emerging Market Debt (Blended) would 
increase from 4 percent to 5 percent to add to yield and diversification. Private markets would 
increase from 10 percent to 11 percent to increase exposure to the illiquidity premium. 
 
MOTION: Mr. Hyatt motioned to accept the NEPC rebalancing recommendation and change 
the asset allocation. Ms. Hughes seconded, and the board unanimously passed the motion.  
 
Mr. Humphrey next highlighted the new policy targets based on the new asset allocation. 
NEPC advised the board take $95 million out of Bridgewater and redeploy those funds to 
rebalance the portfolio. The S&P Index will receive $20 million. International equity will 
receive $10 million. Core fixed income would receive $40 million. And PIMCO would receive 
$25 million.  
 
MOTION: Mr. Napolitano motioned to accept the NEPC portfolio rebalancing 
recommendations. Ms. Gilbert-Duran seconded, and the board unanimously passed the 
motion.  
 

Administrative Report 
 
In other news, Anne Budowski noted 21 retirements for the month. Staff members reported no 
exits out of DROP. Pension statements will be available online through the portal.                          
Ms. McQuade reviewed financial statements.  
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The meeting ended at 2:08 p.m. The next meeting will occur September 17, 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 


