
Oregon Investment Council 
MINUTES 

January 31, 2007 
 
The Oregon Investment Council was called to order at 9:02 a.m. by Richard 
Solomon, Chair. 
 
OIC Members Present:  Paul Cleary, Harry Demorest, Katy Durant, Randall 
Edwards, Mark Gardiner and Richard Solomon. 
                
Staff Present:  Brad Child, Jay Fewel, Sally Furze, Linda Haglund, Curt 
Hartinger, Norma Harvey, Andy Hayes, Perrin Lim, Mike Mueller, Kevin 
Nordhill, Jennifer Peet and Ron Schmitz. 
 
Consultants Present:   Mike Beasley, Strategic Investment Solutions (SIS) 

John Meier, SIS 
Allan Emkin, Pension Consulting Alliance (PCA) 
Mike Moy, PCA 
Judy Chambers, PCA 
David Fann, Pacific Corporate Group (PCG) 
Jay Rose, PCG 

     
Legal Counsel:  D. Kevin Carlson, Oregon Department of Justice 
 
I. 9:00 am:  Review and Approval of Minutes – 12/6/2006 
 
MOTION:  Harry Demorest moved approval of the December 6, 2006 and 
January 22, 2007 OIC Minutes with corrections. The motion was seconded by 
Katy Durant and passed unanimously by the Council. 
 

a. The December 19, 2006 Private Equity Committee meeting minutes 
were presented as an information item. 

 
II. 9:04 am: Aquiline Financial Services Fund, L.P. – Presentation and 

Recommendation 
 
Jay Fewel addressed the council and noted that in an ongoing effort to find 
groups in the private equity space to complement that which is already in 
place, Aquiline is a unique opportunity to bring a group in to OPERF that is 
highly qualified and sector focused.  The financial services sector represents a 
significant part of the global economy.  Mr. Fewel further noted that Aquiline 
Financial Services Fund complements the existing investment in JC Flowers, 
which also focuses on the financial services.   
 
Randall Edwards arrived at 9:07 am. 
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Mr. Fewel introduced Jeffrey Greenberg, Managing Principal and Geoffrey 
Kalish, Senior Principal of Aquiline Capital Partners LLC.  Aquiline Financial 
Services Fund, L.P. is being formed by Aquiline Capital Partners LLC to pursue 
investments in financial services companies, predominantly across North 
America and Europe.  In particular, the Fund will target investments within 
each sub-sector of the financial services industry, including: property and 
casualty insurance, banking and specialty finance, securities, life and health 
insurance, asset management, and transaction processing.  Aquiline was 
formed by a group of financial services industry executives that represent some 
of the foremost authorities in the sector.  The Firm is headed by Jeffrey 
Greenberg, former Chairman and CEO of Marsh & McLennan Companies, who 
brings to the Firm over 30 years of experience in the operation, creation, and 
acquisition of various financial services companies.  Mr. Greenberg is 
supported by five Senior Principals, three Executives in Residence, and four 
Senior Advisors who also have extensive financial services industry experience 
as advisors, operators, and investors.  The General Partner will make a cash 
commitment of $27.5 million, or 2.75% based on an expected fund size of $1.0 
billion. 
 
Mr. Greenberg and Mr. Kalish outlined the expanding sector of the global 
economy that is under-represented in private equity portfolios.  The global 
financial services industry was reviewed as well as current and future 
investment opportunities.  Mr. Greenberg and Mr. Kalish answered questions 
from the Council.   
 
Randall Edwards raised a question regarding whether or not the State had a 
legal conflict in approving the recommended action given the fact that the State 
of Oregon is pursuing litigation against Marsh & McLellan, pointing out that 
Aquiline’s Jeff Greenberg was CEO and Chairman at Marsh & McLellan during 
the time that some questionable practices were alleged. 
 
D. Kevin Carlson responded to the question, indicating that he was unaware of 
any legal conflict that would preclude approving the recommended action.  He 
also observed that Mr. Greenberg presently was not individually named as a 
defendant in the suit, having been previously dismissed.  The dismissal was 
without prejudice, meaning that the State conceivable could refile a claim 
against Mr. Greenberg if the discovery of additional facts warranted such 
action. 
 
Jay Fewel, Jay Rose and David Fann addressed the Council regarding the 
unique opportunity to add value to the private equity portfolio.  
 
Randall Edwards noted that he would vote “no” on the item until he had a 
better understanding of the lawsuit. 
 
MOTION:  Harry Demorest moved that the OIC authorize a commitment up to 
$200 million to Aquiline Financial Services fund, L.P.  Said commitment is 
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subject to the satisfactory negotiation of the requisite legal documents by legal 
counsel working in concert with OST Staff and subject to DOJ confirming that 
it is legally permissible to make the commitment in light of the State’s present 
litigation against March & McLennan.  Also, staff was requested to report the 
substance of the DOJ determination to OIC members when practicable. The 
motion was seconded by Katy Durant and passed by the Council. 
 
 VOTES: Harry Demorest  Yes 
   Katy Durant  Yes 
   Randall Edwards  No 
   Mark Gardiner  Yes 
   Richard Solomon  Yes 
 
Addendum: 
 
After the OIC meeting, staff circulated individually to OIC members both the 
determination by DOJ that there was no apparent legal conflict precluding the 
commitment as well as a summary of the class action and a memo from DOJ 
stating why Oregon opted out of the class and why Oregon agreed to dismiss 
Jeffrey Greenberg from the state action.  Other than Mark Gardiner, OIC 
members individually reaffirmed that the provided information did not change 
their respective positions.  Mr. Gardiner indicated that he would have voted in 
the negative based on the post-meeting information. 
 
III. 9:50 am:  Global Equity Manager Recommendation 
 
Jay Fewel, Kevin Nordhill and John Meier addressed the Council with a new 
proposal regarding OPERF.  Mr. Fewel noted that a number of plan sponsors 
are moving from traditional domestic and international public equity to a global 
mandate.  He outlined the two-year, thorough and thoughtful process leading 
to the recommendation.   
 
Kevin Nordhill reviewed the following staff recommendations: 
 
1. Terminate Froley Revy. 
2. Terminate Marvin & Palmer. 
3. Restructure public equities to create a Global Equity Fund (GEF) in addition 

to the Domestic Equity Fund (DEF) and the International Equity Fund (IEF). 
Change the existing mandates for AllianceBernstein and Goldman Sachs to 
the AllianceBernstein Style Blend Global Equity product and Goldman 
Sachs Structured Global Equity with Overlay product, to fund the GEF. 

4. Change the benchmark for Nicholas Applegate from the Russell Microcap 
index to the Russell Microcap Growth index. 

5. Adopt a new OIC Policy 4.05.13, for the GEF, and the redlined changes to 
existing OIC Policies 4.01.12, 4.01.18, 4.05.11, and 4.05.12. 
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Mr. Nordhill reviewed the rebalancing and restructuring process, necessary 
policy changes and answered questions from the Council. 
 
MOTION:  Katy Durant moved approval of all five staff recommendations.  The 
motion was seconded by Randall Edwards and passed unanimously by the 
Council. 
 
NOTE:  Jay Fewel announced that Aquiline OK’d the $200 million commitment. 
 
IV. 10:10 am:  Oregon Investment Fund Update (OIF) 
 
Jay Fewel informed the OIC that the CSFB Oregon Investment Fund was close 
to being fully committed and they are seeking an additional $50 million in 
funding from OPERF.  He introduced Mike Arpey, Dave Almodovar and Cara 
Priestly of CSFB. 
 
Mark Gardiner noted that he was involved with many early stage Northwest 
companies, has no current conflicts with this program, but could have 
potential future conflicts.  Therefore he would abstain from participation in the 
discussion and vote.  
 
Mike Arpey outlined the OIF progress, since opening the Portland office, and 
thanked Randall Edwards for his support in the region.  He noted that the OIF 
is a return-driven fund of funds with an excellent group of investments meeting 
stringent criteria. He gave an update on Oregon activities and resources.  
House Bill 3613 and the private equity program developed to help meet its 
criteria was discussed.    
 
Dave Almodovar outlined 2005 and 2006 vintage funds actively investing in the 
Pacific Northwest.  He noted that CSFB holds educational forums held 
throughout the State of Oregon. 
 
Cara Priestly outlined the OIF investment process, advisory board and co-
investments. 
 
Mr. Almodovar discussed investment opportunities beneficial to the program 
that should be in the market soon, or within the next two years.  He answered 
questions from the Council regarding realizations and the proposed two-year 
investment period for the requested $50 million. 
 
Mr. Fewel noted that he was in support of the request and that within two-
years the OIF would hope to have some realizations, however, at this point in 
time, it is too early to evaluate the ultimate success of the fund. 
 
MOTION:  Randall Edwards moved that the OIC approve an additional 
commitment of $50 million to OIF to be managed by CSFB.  It is expected that 
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this additional funding will be committed to direct investments, and to funds, 
over the next two years.  The motion was seconded by Richard Solomon. 
 
Additional discussion followed, with Harry Demorest and Katy Durant 
indicating they were not comfortable committing additional funds to CSFB, 
until the fund is able to demonstrate some measurable success. 
 
 Votes:  Harry Demorest  No 
    Katy Durant  No 
    Mark Gardiner  Abstained 
    Randall Edwards  Yes 
    Richard Solomon  Yes 
     
The motion failed. 
 
NOTE:  Agenda Item #VII was moved ahead on the schedule. 
VII. 11:00 am:  State Accident Insurance Fund (SAIF) Annual Update  
 
Brenda Rocklin, President/CEO and Jerry Dykes, Vice President/CFO of the 
SAIF Corporation, presented an annual update to the Council.  Ms. Rocklin 
reviewed the mission and outlined facts regarding increases in market share.  
Jerry Dykes reviewed financial information regarding operating expenses, 
staffing levels, medical cost estimates, bond exposure and asset allocation.   
  
VI. 11:19 am:  The Future of US Manufacturing - AllianceBernstein 
 
Ron Schmitz addressed the Council and reminded them that they indicated an 
interest to hear some discussions of broader, more strategic items during 
meetings.  He noted that this topic has received a fair amount of press recently 
and is pertinent to discuss, at this point, due to the upcoming asset liability 
study.  He further noted that OPERF’s portfolio is positioned with a mix of U.S. 
and international equities.  That mix is driven by expected returns and 
historical volatility and correlation statistics.  He introduced Joe Carson, 
Senior Vice President and Director of Global Economic Research for 
AllianceBernstein.   
 
Mr. Carson gave a presentation regarding the decline of U.S. manufacturing 
and the potential impact on the U.S. economy, U.S. stock markets, and 
employment.  Gauging manufacturing’s decline on an industry basis was 
reviewed as well as the fallout implications. He predicted slower growth and 
slower investments in the U.S.   
 
V. 11:45 am:  Opportunity Fund Discussion 
 
Ron Schmitz presented a discussion regarding the broad category of the 
Opportunity Portfolio including possible “hedge fund” investments.  Implicit in 
this discussion was the recommendation by staff and SIS that the OIC NOT 
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adopt a broadly diversified hedge fund strategy.)  Mike Beasley reviewed the SIS 
Hedge Funds Study including the risk perspective and the current investment 
climate.  Mr. Beasley outlined various hedge fund strategies and 
implementation issues.  He noted that there were many qualified groups with 
skill, integrity and discipline in the hedge fund community but noted that there 
are even more hedge funds that do not meet institutional standards.  Guidance 
for further research was requested from the OIC. 
 
Ron Schmitz noted that a possible 0-3% Opportunistic allocation could be a 
starting point for a strategic asset class.   
 
Discussion followed regarding implementation, staffing and consulting 
limitations. Randall Edwards reported that the Office of the State Treasurer 
was in the process of requesting from the legislature, two investment 
professionals and one support staff for the Opportunistic Portfolio.  
 
RESOLUTION:  Randall Edwards moved approval of a resolution in support of 
the Office of the State Treasurer requesting two professional and one support 
staff, from the legislature for the Investment Division, specific to the 
Opportunity Portfolio.  The motion was seconded by Katy Durant and passed 
unanimously by the Council 
 
VIII. 12:30 pm:  OST Budget Briefing 
 
Linda Haglund presented a legislative budget briefing and noted that a total of 
four professional and one support position would be requested for the 
Investment Division as follows:  

• One Senior Investment Officer – Opportunity Fund 
• One Investment Officer – Opportunity Fund 
• One support staff - Opportunity Fund 
• One Fixed Income Investment Officer 
• One Private Equity Investment Officer   
 

Ms. Haglund also reported on requests for positions in other areas of the Office 
of the State Treasurer.   
 
RESOLUTION:  Katy Durant moved approval of a resolution in support of staff 
requesting four investment professionals and one support staff from the 
legislature for the Investment Division.  The motion was seconded by Harry 
Demorest and passed unanimously by the Council  
 
IX. 12:36 pm:  Asset Allocation & NAV Updates 
 
Ron Schmitz reported that asset allocation and NAV updates are all within 
policy parameters. 
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X. 12:41 pm:  Calendar – Future Agenda Items 
 
Ron Schmitz presented future agenda items for consideration and discussion. 
 
XI.  12:42 pm:  Public Comment   
 
There were no comments from the public. 
 
The meeting adjourned at 12:43 p.m. 
 
Respectfully submitted, 
 
 
 
Norma Harvey 
Investment Coordinator 
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