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Members Present: Paul Cleary, Harry Demorest, Katy Durant, Dick Solomon, 
Treasurer Ted Wheeler 

 
Member Absent: Keith Larson 
 
Staff Present: Andrea Belz, Darren Bond, Tony Breault, Brad Child, Jay Fewel, 

Sam Green, Ellen Hanby, Andy Hayes, John Hershey, Julie 
Jackson, Perrin Lim, Tom Lofton, Ben Mahon, Mike Mueller, 
Kevin Nordhill, Tom Rinehart, Ron Schmitz, James Sinks, 
Michael Viteri, Sally Wood 

 
Consultants Present: Allan Emkin, John Linder, Mike Moy (PCA), Mike Beasley and 

John Meier (SIS), David Fann and Sundeep Rana (PCG) 
 
Legal Counsel Present:  Dee Carlson, Oregon Department of Justice 

Deena Bothello, Oregon Department of Justice 
 
 
The OIC meeting was called to order at 9:00 am by Harry Demorest, Chair.  
 
 
I. 9:00 a.m.:  Review and Approval of Minutes 
MOTION: Mr. Demorest brought approval of the October 27, 2010 OIC minutes to the table. 
Treasurer Wheeler moved to approve the minutes. The motion was seconded by Mr. Solomon and 
passed by a vote of 4/0.  
 
 
II. 9:01 a.m.:  GSO Capital Opportunities Fund II, L.P. – OPERF Private Equity Portfolio 
Staff recommended a commitment of $100 million to GSO Capital Opportunities Fund II, L.P., a 
$3.0 billion (target) fund pursuing investments in the middle market, leveraged finance 
marketplace.  The Fund will have a flexible investment strategy, with an emphasis on providing 
junior capital to target companies in connection with buyouts, recapitalizations, acquisitions, and 
growth financing transactions.  These investments will include secured debt, subordinated debt, 
mezzanine securities, preferred stock, and private equity.  The current market environment for 



GSO’s strategy is particularly attractive as reduced liquidity in financing markets has increased the 
demand for junior capital. 
 
Jay Fewel, Senior Investment Officer introduced Bennett Goodman, Senior Managing Director and 
Beth Chartoff, Investor Relations with GSO Capital. GSO was founded in 2005 by former CSFB 
executives Bennett Goodman, Tripp Smith and Doug Ostrover. Since inception, the firm has grown 
to 179 employees, staffing offices in New York, Houston and London, and managing nearly $30 
billion in assets in five different debt strategies: mezzanine, hedge funds, distressed, rescue 
finance, and structured finance.  
 
Fund II will employ a continuation of the mezzanine debt strategy of Fund I, providing acquisition 
financing for upper-middle market companies, primarily in sponsored buyout transactions. 
Following the onset of the “credit crisis” in 2008, mezzanine debt has come back into favor, as 
banks have only been willing to lend at significantly reduced leverage multiples, and private equity 
sponsors are reluctant to fill the financing void with equity, as it is dilutive to returns. Mezzanine 
debt bridges this financing gap with junior capital that is less dilutive than equity, yet provides 
another layer of protection subordinate to the senior-secured lenders. 
 
There was a brief question and answer period following the presentation. 
 
MOTION: Staff recommended a commitment of $100 million to GSO Capital Opportunities Fund II, 
L.P. subject to the satisfactory negotiation of terms and conditions, and completion of the requisite 
legal documents by the Department of Justice working in concert with OST staff. Ms. Durant 
moved approval of the staff recommendation. Mr. Solomon seconded the motion. The motion was 
passed unanimously by a vote of 4/0. 
 
 
III. 9:28 a.m.:  OPERF Opportunity Portfolio Annual Review 
Staff provided the OIC with an update on the OPERF Opportunity Portfolio. This was an 
informational item only. There are currently ten active investment funds in the Opportunity 
Portfolio: 
 

• Fidelity 
• Sheridan 
• BCI I 
• BCI I Co-Investment 
• Oaktree Loan Fund 
• BCI II 
• Providence SS TMT 
• Apollo Credit II 
• Alinda 
• Endeavour SEAM 

 
The Opportunity Portfolio objectives include opportunistic/dislocation oriented funds as well as 
innovation oriented funds. Strategies of interest: 
 

• Dislocation oriented 
• Life settlements 
• Credit strategies 
• Long dated volatility 
• Innovation oriented 
• Frontier markets 
• Aviation finance 
• Trade finance 
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• Legal settlements 
• Drug royalty streams 
• Reinsurance 

 
The question arose as to whether the OIC supports the idea of creating an “Opportunity Portfolio 
Committee” for time sensitive investment opportunities, re-ups, and Corporate Governance. 
 
 
IV. 9:55 a.m.:  OPERF Fixed Income Structure 
Perrin Lim, Senior Investment Officer and John Meier with SIS presented to the Board. Given the 
changes in the composition of bond market indexes and the relative value tradeoff of developed 
versus emerging country economies, staff recommended OIC approval of benchmark revisions, 
applicable to policy 4.03.01 (Strategic Role of Fixed Income for OPERF), 4.03.03 (Investment 
Manager Selection, Monitoring & Termination), and the OIC Statement of Investment Objectives 
and Policy Framework for OPERF. 
 
Staff believes the current structure of the OPERF fixed income portfolio requires very little change. 
Rather, this revision to the long-standing Core Plus benchmark (and weighted revision to the asset 
class benchmark) reflects the perceived future trends in fixed income and increases the potential 
for expected returns, while modestly increasing risk. 
 
MOTION: Treasurer Wheeler moved approval of the staff recommendation. Ms. Durant seconded 
the motion. The motion was passed by a vote of 3/0 with Mr. Solomon abstaining. 
 
 
V. 10:40 a.m.:  HIED Endowment Fund Annual Review 
Mike Mueller, Deputy CIO and John Meier with SIS provided the OIC with an update on the Higher 
Education Endowment Fund as required by OIC Policy. The HIED Endowment Fund returned 10.7 
percent for the quarter, and 13.0 percent for the most recent 12 month period. This performance 
exceeded the passive policy benchmark by 2.6 percent for the quarter, and 2.3 percent for the 12 
months ended. This performance was driven by the domestic equity portfolio which returned 11.5 
for the year and international equities which delivered an even better 15.4 percent return (7.8 
percent over the benchmark). Western Asset’s one year performance was still at a robust 16.3 
percent.  When compared to the TUCS universe of “Endowment Plans,” the fund ranked in the top 
third over the past one and two-year periods.  This is the period over which the plan has 
undergone significant investment changes.   
 
 
MOTION: Staff recommended an adjustment to policy to implement the 15 percent “real assets” 
target as 7.5 percent TIPS and 7.5 percent real estate,  due to lack of attractive alternatives, at 
present, that can be cost effectively implemented. This will be revisited if attractive alternatives 
develop. Mr. Solomon moved approval of the staff recommendation. Ms. Durant seconded the 
motion. The motion was passed by a vote of 4/0. 
 
 
VI. 10:50 a.m.: Proposed Policy Revisions 
Mike Mueller, Deputy CIO recommended approval of proposed revisions to OIC Policies 4.00.03 
and 4.01.13 regarding the OIC Standards of Ethics and Consulting Contracts, respectively. This 
topic was previously presented at the October meeting  
 
MOTION: Mr. Solomon moved approval of the staff recommendation. Ms. Durant seconded the 
motion. The motion was passed unanimously by a vote of 4/0. 
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VII. 10:51 a.m.:  2011 OIC Meeting Dates 
Treasurer Wheeler moved approval of the 2011 OIC Meeting schedule. Ms. Durant seconded the 
motion. The motion was passed by a vote of 4/0. 
 
 
VIII. 10:52 a.m.:  OPERF 3rd Quarter Performance Review 
Mike Beasley of SIS presented the OPERF Performance Summary for the quarter ending 
September 30, 2010. Prior to Mr. Beasley’s presentation, Mr. Demorest acknowledged Mr. 
Beasley’s retirement and thanked him for all the work he has done for the OIC. 
 
 
IX. 11:05 a.m.:  Asset Allocation and NAV Updates 
Mr. Schmitz reviewed the Asset Allocations and NAV’s for the period ended October 31, 2010. All 
asset classes are within their allocation ranges. 
 
 
X. 11:06 a.m.:  Calendar – Future Agenda Items 
Mr. Schmitz highlighted future agenda topics. 
 
 
XI. 11:07 a.m.:  Other Business 
There was no other business discussed. 
 
 
11:07 a.m.:  Public Comments 
There were no public comments. 
 
 
The meeting adjourned at 11:07 a.m. 
 
 
Respectfully submitted, 
 

 
 
 

Julie Jackson 
Executive Support Specialist 
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