
6/30/2004 OIC Minutes - 1 - 

Oregon Investment Council 
MINTUES 

June 30, 2004 
 

The Oregon Investment Council was called to order at 9:07 a.m. by Gerard 
Drummond. 
 
OIC Members Present:  Jerry Bidwell, Paul Cleary, Gerard Drummond, 
Randall Edwards, Mark Gardiner (arrived @ 10:10 a.m.) and Diana 
Goldschmidt. 
 
Staff Present:  Jay Fewel, Steve Gruber, Linda Haglund, Norma Harvey, Andy 
Hayes, Todd Jones, John Kreft, Perrin Lim, Michael Mueller, Kevin Nordhill 
and Ron Schmitz. 
 
Consultants Present:   Michael Beasley, Strategic Investment Solutions (SIS) 
    John Meier, Strategic Investment Solutions 
    Allan Emkin, Pension Consulting Alliance (PCA) 
    Tara Blackburn, Pacific Corporate Group (PCG) 
    Steve Moseley, Pacific Corporate Group 
 
Legal Counsel:  D. Kevin Carlson, Oregon Department of Justice 
 
I. Review and Approval of Minutes – May 26, 2004 
 
MOITON:  Randall Edward moved approval of the 5/26/2004 minutes.  The 
motion was seconded by Gerard Drummond and passed by the Council.  Diana 
Goldschmidt abstained. 
 
II. Pamcorp Litigation Update – Executive Session 
 
Fred Boss, Chief counsel, Civil Enforcement, Oregon Department of Justice 
and Lisa Kaner, Special AAG, Markowitz, Herbold, Glade & Melhaf, P.C. were 
present to present an update to the Council regarding Pamcorp Litigaiton. 
 
The Oregon Investment Council entered into Executive Session (ORS 
192.660(1)(h) at 9:10 a.m. and came out of Executive Session at 9:30 a.m. 
 
III. OPERF International Equity Annual Review 
 
Jay Fewel and Kevin Nordhill addressed the Council and summarized staff 
recommendations.  Mike Beasley presented the SIS International Equity Asset 
Class Structure Study.  Mr. Beasley summarized current allocations and target 
international manager weightings as of May 2004.  He outlined the equity 
characteristics in the current portfolio and discussed excess returns versus 
excess risks. 
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The SIS report offered the following current asset class portfolio observations: 
� Current Manager Mix Well Diversified by Style/Investment Process 
� Good Mix of Active/Passive/Enhanced 
� Slight Overweight to Value 
� Large Dollar Allocation to BGI 
� Putnam Core ACWI Assignment Unfilled 
� Portfolio Performing Within Range of Expectations 

 
Diana Goldschmidt complimented staff and consultants for the selection of a 
diverse set of managers in the portfolio. 
 
Allan Emkin commented on the success of the OPERF international portfolio 
and the added value to the fund. 
 
Mr. Nordhill reviewed the proposed policy changes. 
 
MOTION:  Randall Edwards moved approval of the following staff 
recommendations: 

1. Reallocate 10% of the Passive category target weight to the Enhanced 
Index category target weight.  Create a new manager position within 
the Enhanced Index category. 

2. Authorize staff to conduct two manager searches.  One for an 
enhanced index manager to complement BGI International Alpha Tilts 
and another core manager with a higher risk/higher return strategy 
to replace the vacancy created by Putnam’s termination. 

3. Move from Wells Capital’s diversified emerging markets strategy to 
their concentrated emerging markets strategy. 

4. Increase the target allocation for Genesis Asset Management by ½% 
(to 2.5%) and decrease the target allocation for Wells Capital by ½% 
(to 1.5%). 

5. Approve changes to OIC Policy 4.05.12 (and corollary changes to the 
OIC’s governance documents for changing the International Equity 
Fund tracking error from 5% to 2-3%). 

The motion was seconded by Jerry Bidwell and passed by the Council. 
 
Diana Goldschmidt requested an update regarding changes within 
AllianceBernstein.  Mr. Fewel and Mr. Nordhill commented on 
AllianceBernstein and noted a high level of confidence in the firm. 
 
IV. Oregon Savings Growth Plan (OSGP) – Replacement Fund 
 
Kevin Nordhill discussed the staff recommendation to replace a fund in the 
OSGP that is no longer appropriate for the Plan.  The Fidelity Low-Priced Stock 
Fund was employed to fill the Small Cap Value role in the Small/Mid Cap 
Stock option.  Mr. Nordhill noted that staff believes the fund should be changed 
for the following reasons: 
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� The fund’s assets have ballooned from $8 billion in 2001 to its current 
level of nearly $30 billion. 

� The fund has increased holdings from 750 securities to 1000. 
� The fund is holding 14-16% in cash due to large levels of investable 

funds and limited investment opportunities. 
� Fidelity announced the closure of the fund (too late in staff’s opinion).  It 

appears the fund will no longer fit the fund of funds structure employed 
in the OSGP effective July 30, 2004. 

� Although the fund has provided 70 basis points of annualized excess 
return, since employed in the Plan, relative performance has begun to fall 
off noticeably. 

 
Mr. Nordhill further noted that staff conducted a search for a replacement 
mutual fund in the Small Cap Value space and proposes replacing the Fidelity 
Low-Priced Stock Fund with the American AAdvantage Small Cap Value Fund.   
 
American AAdvantage (ticker AVFIX) was established by American Airlines to 
create mutual funds using multiple separate account managers.  AVFIX is sub-
advised by three investment managers:  Brandywine, Barrow Hanley, and 
Hotchkis Wiley, all of which have favorable opinions by SIS and Wilshire 
Compass.  AVFIX has a good history of returns over the 1, 3 and 5 year periods 
and a Morningstar 4-star rating. 
 
MOTION:  Randall Edwards moved termination of the Fidelity Low-Priced 
Stock Fund and replacement with American AAdvantage Small Cap Value 
Fund.  The motion was seconded by Jerry Bidwell and passed by the Council. 
 
V. Committee Investment Policies – Real Estate and Alternative Equity 
 
Ron Schmitz discussed the Council’s desire to clarify the language in the 
investment Policies for Real Estate and Private Equity.  He noted that staff 
wishes to adjust the individual fund and aggregate dollar limits for the Real 
Estate Committee.  He further noted that the Council had asked for more 
clarification of the alternating nature of OIC/Committee actions, as well as a 
change in the constitution of the Committee.  Further, legal counsel from the 
Department of Justice wished to change the name of the two committees to 
illustrate that they were not bodies made up of OIC members as implied by the 
“Sub-committee” designation.  Specific suggested changes were outlined and 
discussed. 
 
MOTION:  Diana Goldschmidt moved acceptance of the new language for the 
Real Estate and Private Equity Committees, respectively, as amended.  The 
motion was seconded by Jerry Bidwell and passed by the Council. 
 
Mark Gardiner arrived at 10:10 a.m. 
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VI. Co-Investment Alternative Equity Funds 
 
Jay Fewel expressed staff’s desire to explore the possibility of establishing a co-
investment program to exploit the favorable economics and attractive return 
perspective associated with co-investment opportunities. 
 
Mr. Fewel introduced Tara Blackburn and Steve Moseley of Pacific Corporate 
Group. 
 
a. Pacific Corporate Group, LLC 
 
Tara Blackburn addressed the Council and noted that Oregon had been 
exploring a 5% private equity sub-sector target for the co-investment area. 
 
Ms. Blackburn and Mr. Moseley outlined the PCG Co-investment Program and 
investment philosophy.  Enhanced returns, through deal access and selection 
were discussed as well as reduced risk through targeted diversification and 
selection.  Ms. Blackburn noted that the best deals are hunted, not gathered 
and outlined PCG’s resources, experience and long-term commitment drive 
success.  Performance and examples of recent deals were presented for 
discussion. 
 
Ms. Blackburn and Mr. Moseley answered questions from the Council. 
 
Allan Emkin commented on the changes in the consulting business over the 
last decade. 
 
Mr. Fewel and Mr. Gruber participated in a discussion regarding the 
management of conflicts of interest. 
 
b. HarbourVest Partners 2004 Direct Fund 
 
Jay Fewel introduced Ofer Nemirovsky and Robert Wadsworth of HarbourVest 
Partners. 
 
HarbourVest Partners is raising a $300 - $500 million co-investment fund that 
will participate in the firm’s current deal flow.  Mr. Nemirovsky and Mr. 
Wadsworth gave an overview of the fund and noted their relationship with 
Oregon since 1982.  They discussed their history, track record and OPERF 
assets currently under management by the HarbourVest investment team.  The 
current demand for professional, co-investment capital was summarized and 
the increase in co-investment opportunities in the marketplace was noted. 
 
Mr. Nemirovsky and Mr. Wadsworth answered questions from the Council. 
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The Council discussed the two potential co-investment opportunities, Pacific 
Corporate Group Co-Investment Fund and HarbourVest Partners 2004 Direct 
Fund, with Mr. Fewel. 
 
No action was taken on the staff recommendation relative to Pacific Corporate 
Group. 
 
MOTION:  Randall Edwards moved that the OIC authorize a $75 million 
commitment to HarbourVest Partners 2004 Direct Fund Co-Investment Fund, 
subject to satisfactory negotiation of the requisite legal documents by legal 
counsel working in concert with OST Staff.  The motion was seconded by Jerry 
Bidwell and passed by the Council.  Diana Goldschmidt voted against the 
motion. 
 
VII. Asset Allocation & NAV Updates 
 
Ron Schmitz reported that asset allocation and NAV updates are all within 
policy parameters.  Mike Mueller addressed the upcoming rebalancing of SAIF. 
 
VIII. Calendar – Future Agenda Items 
 
The OIC forward agenda topics were discussed and modified. 
 
Diana Goldschmidt requested a future agenda item to address the total fees 
paid by OPERF to the various portfolio managers by asset class. 
 
IX. Public Comment 
 
Bill Parish of Parish & Company spoke to the Council regarding TPG and 
conflicts of interest. 
 
The meeting adjourned at 12:10 p.m. 
 
Respectfully submitted, 
 
 
 
Norma Harvey 
Investment Coordinator 
 
 


