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Oregon Investment Council 

MINUTES 
February 26, 2003 

 

The Oregon Investment Council was called to order at 9:08 a.m. by Gerard 
Drummond.   
 
OIC Members Present:  Jerry Bidwell, Gerard Drummond, Randall Edwards, 
Mark Gardiner, Diana Goldschmidt and James Voytko.  
 
Staff Present:  Andrea Belz, Jay Fewel, Cheryl Griffith, Steve Gruber, Linda 
Haglund, Norma Harvey, Perrin Lim, Michael Mueller, Kevin Nordhill, Cesar 
Porte, and Ron Schmitz.  
        
Consultants Present: John Ilkiw, Russell Investment Group 
    Bill Madden, Russell Investment Group 
    Mark Thurston, Russell Investment Group 
    Allan Emkin, Pension Consulting Alliance 
    Allison Bonaci, Pacific Corporate Group 
    Randall Doser, Compass Advisors 
    Joe Meyer, Compass Advisors 
     
Legal Counsel:  Dee Carlson, Oregon Department of Justice  
         
I. Review and Approval of Minutes – 1/29/2003 
 
MOTION:   Randall Edwards moved approval of the 1/29/2003 minutes. The 
motion was seconded by Diana Goldschmidt and passed unanimously by the 
Council. 
 
II. Four-Level Reporting Model Redux 
 
In December 2001, as the Council was in the midst of its board governance 
discussion, John Ilkiw suggested that the Council consider adopting a new “Four-
Level Performance Report” in order to help elevate the monitoring tools available 
to the Council.   
 
Mr. Ilkiw reported that during the January 2002 OIC meeting, Mr. Drummond 
and Mr. Gardiner asked that Russell annotate key features of the prototype four-
level performance report under consideration by the Council.  He noted that 
various pages had been selectively annotated and cross-referenced to show the 
origin of summary information.  He presented a sample “annotated” version of a 
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Four-Level Performance Report format, including the addition of value-at-risk 
(VAR) measures.   
 
Mr. Ilkiw further noted that the report structure will confirm that assets are being 
managed in accordance with policies and strategies approved by the Council and 
signal if policy, strategy or manager changes should be considered. 
 
After examination and discussion of the report, Mr. Ilkiw answered questions 
from the council and discussed modifications to the report.  Also for 
consideration was the continued utility of the monthly and quarterly performance 
reports provided by State Street Analytics. 
 
It was noted that a formalized version will be presented at a future meeting. 
 
III. Equity Policy Revisions 4.05.01, 4.05.04, 4.05.10 
 
Jay Fewel and Mike Mueller addressed the Council regarding proposed policy 
revisions.  It was noted that during the January 2003 OIC meeting, the Council 
had a discussion regarding the Watchlisting  of managers.  Although various 
ideas were raised, staff believes that the proposed policy (4.05.04) provides  a 
thorough process enabling staff to initiate Watchlist status while providing the 
Council an effective monitoring tool.  Staff has had several discussions on how to 
address the concerns of the Council and believes the new policy will meet the 
following objectives and satisfy the Council’s concerns: 
 
� Formalizes the triggers that initiate placing a manager on Watchlist, taking 

much of the subjectivity out of the process. 
� Provides assurance that managers are not “surprised” when terminated for 

performance. 
� Provides the Council with timely, quality information relating to the status 

of Watchlisted managers. 
� Requires staff to actively monitor the managers Watchlisted for 

performance to ensure they do not take undue risk or make significant 
changes in their investment process in an attempt to overcome the 
identified deficiency. 

� Retains the OIC’s authority to terminate managers “at will.” 
 
The Watchlist Policy, as drafted, delegates the responsibility for assigning and 
managing Watchlist status to staff.  The policy also recognizes that the Council 
may wish to assign Watchlist status to managers.  Rather than providing a one-
page write-up listing all Watchlisted managers in the monthly Council packet, 
staff proposes to provide the Council with a much more thorough analysis of each 
manager on Watchlist status, on a quarterly basis.  
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Dee Carlson, legal counsel, suggested several minor language changes in the  
proposed policy revisions. 
 
MOTION:  Mark Gardiner moved adoption of the proposed policy revisions to 
Policies 4.05.01, 4.05.04 and 4.05.10 with appropriate changes in language 
suggested by legal counsel.  The motion was seconded by Diana Goldschmidt and 
passed unanimously by the Council. 
 
IV. Proxy Voting Policy Revision – 4.05.06 
 
Mike Mueller addressed the Council and noted that during the December 2002 
Council meeting, staff was authorized to retain ISS or a similar entity to vote 
proxies on behalf of OPERF.  During January, staff completed a Request for 
Information and received replies from three firms.  ISS was clearly the only firm 
with the capabilities to serve the OPERF account.  Mr. Mueller noted that 
Treasury has proceeded with executing a contract with ISS and that coordination 
efforts with State Street Bank and managers are underway for the upcoming 
proxy voting season.  
 
Denack Murphy and Joe DiNicola, representatives from local and international 
SEIU, provided Mr. Mueller comments prior to the meeting.  Mr. Mueller proposed 
the following  changes to address their concerns: 
 
1. Policy language:  Recommendation to strike actual name of the vendor (ISS) 
by inserting “an independent third party specializing in  proxy research and 
voting” and replacing “proxy voting manual” with “their independent voting 
standards.” 
 
2. Add a fifth point under procedures:  “In accordance with the vendor 
agreement, and the timelines therein, the OIC reserves the right to vote proxies 
directly on any particular issue.” 
 
Discussion followed regarding staff review and monitoring of the ISS voting 
process.  Mr. Mueller outlined ISS’s on-line proxy voting monitoring system.  
 
Dee Carlson pointed out that the current contract has reserved authority for the 
Council to vote any particular proxy independently. 
 
It was the consensus of the Council that Mr. Drummond and Mr. Schmitz will 
confer on proxy issues and communicate via email to OIC members, subsequently 
placing any pertinent issues on the next agenda.    
 
Mr. Murphy commended the Council for this step forward and noted that ISS 
votes are generally closely aligned with labor, although there are a few exceptions 
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and conflicts. He urged the Council to consider authorizing staff to act quickly in 
the council’s interest when exceptions and conflicts occur. 
 
MOTION:  Mark Gardiner moved adoption of staff recommended changes to 
Policy 4.05.06 with the additional changes in language outlined during the 
meeting.  The motion was seconded by Randall Edwards and passed unanimously 
by the Council. 
  
V. Driehaus Capital Management - Update 
 
Jay Fewel, Bill Madden and Mark Thurston, updated the Council regarding the 
pending retirement of Bill Andersen, the International Growth product portfolio 
manager for Driehaus.  Mr. Fewel informed the Council that he and Kevin 
Nordhill met with the Driehaus Capital Management staff in Portland and Ron 
Schmitz visited them at their office in Chicago.  Mark Thurston, International 
Portfolio Analyst for Russell Investment Group, also met with Driehaus at their 
office in Chicago.  Mr. Fewel noted that staff and Russell concur in recommending 
termination.   
 
Mr. Fewel recommended taking the existing asset base and dividing it between 
two existing managers, Marvin and Palmer Associates and TT International, while 
a search for a replacement manager ensues.  He noted that staff had asked 
Russell to submit a list of managers ranked either “hire” or “retain” for 
consideration.   
 
MOTION:  Diana Goldschmidt moved approval of staff and Russell’s 
recommendation to terminate Driehaus Capital Management and transition the 
assets to Marvin and Palmer and TT International until another international 
growth manager is retained.  The motion was seconded by Jerry Bidwell and 
passed unanimously by the Council 
 
VI. OPERF 4th Quarter 2002 Performance Review 
 
Mike Mueller and Allan Emkin presented the 4th quarter State Street 
performance report for review and discussion.   
 
During the discussion, questions regarding alternative equity valuations were 
raised.  Mr. Emkin suggested inviting representatives from Pacific Corporate 
Group and Pension Consulting Alliance to make a presentation to the Council 
and outline their methodologies.  Mr. Fewel informed the Council that 
representatives from Texas Pacific Group were scheduled to report to the Council 
regarding the state of the market and valuation and their approach to it, at a 
future meeting.  Ms. Goldschmidt also expressed her desire to review the 
valuation methodology of alternative equity peer-group managers.   
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VII. Asset Allocation 
 
Ron Shcmitz reported that all asset allocation portfolios are within their policy 
ranges and near policy targets.  
 

a. OPERF 
b. SAIF Corporation 
c. Common School Fund 

 
VIII.  Calendar – Future Agenda Items 
 
Mr. Schmitz summarized the Fixed Income Review scheduled for March.  
 
Ms. Goldschmidt requested that representatives from Northern Trust address the 
Council at a future meeting regarding the emerging managers program and their 
process.   
 
IX. Real Estate Sub-Committee – Minutes 1/31/2003 
 
Ron Schmitz announced that through the Real Estate Sub-Committee, an 
incremental $50 million was allocated to Columbia Multifamily Housing, managed 
by Greystar Real Estate Advisors.  He noted that Steve Gruber and 
representatives from Greystar were present and available to answer questions if 
necessary. 
 
X. Public Comment 
 
Bill Parish of Parish & Company addressed the Council regarding various PERS 
concerns. Among the topics he mentioned were: paying OIC members $60,000 
per year, ownership of  ISS, proper strategic equity allocation, “watered stock” 
and “top heavy” plans.    
 
The meeting adjourned at 11:45am. 
 
Respectfully submitted, 
 
 
 
Norma Harvey 
Investment Analyst 


