
 

 
 

MINUTES 
Meeting of the Investment Committee 

October 26-27, 2011 
 
A meeting of the Investment Committee of the Illinois Teachers’ Retirement 
System was held on October 26-27, 2011 at the Springfield office of the Illinois 
Teachers’ Retirement System, 2815 West Washington Street.  Cynthia O’Neill, 
Chair, called the meeting to order at 1:40 p.m.  A quorum was present.   
 
Roll Call attendance was taken with the following trustees present: Cynthia 
O’Neill (Chair), Mike Busby (Vice Chair), Marcia Campbell, Cinda Klickna 
(departed at 11:40 a.m.), Sharon Leggett, Bob Lyons, Sonia Walwyn and Molly 
Phalen.  Absent: Jan Cleveland, Janice Reedus, and Chris Koch. 
 
Others present:  Dick Ingram, Executive Director; Stan Rupnik, Chief Investment 
Officer; Greg Turk, Director of Investments; Deron Bertolo, Director of 
Investment Operations; Kent Custer, Sr. Investment Officer; Tim Hays, Sr. 
Investment Officer; Scottie Bevill, Sr. Investment Officer; Zak Doehla, Sr. 
Investment Officer; Kenyatta Matheny, Investment Officer; Chuck Handy, 
Investment Officer; Bob Jiroutek, Sr. Investment Analyst; Bill Thomas, Sr. 
Investment Analyst; Jerry Quandt, Sr. Investment Analyst; Chris Weis, Sr. 
Investment Analyst; Dakin Sanert, Investment Analyst; Tom Gray, General 
Counsel; Cynthia Fain, Sr. Assistant General Counsel; Stacy Smith, Director 
of Internal Audit; Tassi Maton, Sr. Internal Auditor; Christina Baker, 
Internal Auditor; Sally Sherman, Director of Member Services; Kathleen 
Farney, Director of Research; Gina Larkin, Director of Human Resources; 
Rich Frankenfeld, Director of Outreach; Dave Urbanek, Public Information 
Officer; Sue Billington, Executive Assistant; Tammy Green, Asst. to 
Executive Director; Becky Gratsinger and Marcia Beard, RV Kuhns (Investment 
Consultant); Jamie Shen and Avery Robinson, Callan Associates (Real Estate 
Consultant); Pat Donohue, State Street (Custodian); Mike Kremms, Kara King, 
and David Fann, PCG (Private Equity Consultant); and Pat O’Hara, Cavanagh & 
O’Hara (Fiduciary Counsel). 
 
Visitors present: Don Davis, IRTA Rep.; Shirley Dodds, IRTA Rep.; Dennis 
Murfin, IRTA Rep.; Jack Tucker, IEA-R; Christine Williamson, Pensions & 
Investments; and Angela Myers, Loop Capital. 
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APPROVAL OF MINUTES 
 
A draft of the August 3-4, 2011 minutes of the Investment Committee meeting 
was sent to the committee for review.  On a motion by Sharon Leggett, seconded 
by Sonia Walwyn, and by unanimous voice vote, the minutes were approved as 
printed. 
 
OLD BUSINESS 
 
Investment Manager Chart 
 
Stan Rupnik, Chief Investment Officer, provided an organizational chart of TRS’s 
public markets investment managers as of final fiscal year end June 30 and 
preliminary values as of September 30, 2011. Allocations are shown for the main 
TRS trust fund, the POB account and on a total TRS basis.  Documentation is on 
file. 
 
Cash Withdrawal 
 
Mr. Rupnik discussed the recent cash withdrawals necessary to fund the System’s 
cash requirements. Documentation is on file. Looking forward, current cash 
projections through December 2011 reflect minimal cash withdrawals are needed 
if monthly state contributions are received. Since TRS does not have an estimated 
time of state contributions and the amounts, a motion was made by Bob Lyons, 
seconded by Marcia Campbell, that the committee recommend to the Board to 
withdraw up to 2.0 percent of the main TRS trust fund’s total value, or $621 
million, based on the 8/31/11 ending market value. The motion passed by a 
unanimous voice vote.  Documentation is on file.   
 
STAFF/CONSULTANT PRESENTATIONS 
 
Investment Performance Review – June 30, 2011 
 
RV Kuhns provided an overview of the final June 30, 2011 fiscal year end 
investment performance report noting a 24 percent rate of return during FY 11.  
Total assets: $37.1 billion.  Stan Rupnik provided preliminary data of the 
investment performance for the quarter ended September 30, 2011.  
Documentation is on file.  The June 30, 2011 total fund return, net of fees: 

o Quarter: 2.27% 
o 1 year:  23.6% 
o 3 year: 2.6% 
o 5 year: 4.1% 
o 10 year: 6% 
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Real Estate Performance – June 30, 2011 
 
Callan Associates provided an overview of the real estate performance for the 
quarter ended June 30, 2011. Documentation is on file.  Total fund return: 

o Quarter: 8.17% 
o 1 year: 18.7% 
o 3 year: (7.3%) 
o 5 year: 1.13% 
o 10 year: 7% 

 
RECESS  
The meeting recessed at 2:58 p.m. and reconvened at 3:15 p.m. 
 
EXECUTIVE SESSION 
 
A motion was made by Molly Phalen, seconded by Marcia Campbell, that the 
Investment Committee enter into executive session for the purpose of discussing 
the sale or purchase of securities, investments, or investment contracts under the 
following exception set forth in the Open Meetings Act which authorizes the 
closing of the meeting to the public: 5 ILCS 120/2(c) (7).  Roll call resulted in 
affirmative voice votes from Trustees Busby, Campbell, Klickna (departed 4:00 p.m.), 
Leggett, Lyons, O’Neill, Phalen, and Walwyn.  Motion CARRIED.   
 
No action was taken during executive session.  A motion was made by Marcia 
Campbell, seconded by Molly Phalen, that the Investment Committee come out of 
executive session.  Roll call resulted in affirmative voice votes from Trustees 
Busby, Campbell, Leggett, Lyons, O’Neill, Phalen, and Walwyn.  Motion 
CARRIED.   
 
RECESS  
The meeting recessed at 5:00 p.m. and reconvened the following day at 8:00 a.m. 
 
Trustbridge Partners – Private Equity 
 
Representatives of Trustbridge Partners presented an investment opportunity in 
their private equity fund, Trustbridge Partners IV, L.P. Their presentation booklet 
is on file.  Staff provided an overview of the firm and due diligence that was 
conducted.  A motion was made by Molly Phalen, seconded by Jan Cleveland, that 
the committee recommend to the Board to invest up to $30 million to Trustbridge 
Partners IV, L.P. within the main TRS trust fund.  The motion passed by a 
unanimous voice vote.  
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RECESS  
The meeting recessed at 9:05 a.m. and reconvened at 9:20 a.m. 
 
Watch List –  September 30, 2011 
 
Staff provided an update of the investment managers currently on the watch list 
for the quarter ended September 30, 2011.  The existing managers remain on 
watch for performance reasons: Brandes Investment Partners (international equity) 
and Turner Investment Partners (domestic equity). Staff recommended the 
removal of McKinley Capital Management (international equity) from the watch 
list due to improved performance during fiscal year 2011. A motion was made by 
Marcia Campbell, seconded by Bob Lyons, that the committee recommend to the 
Board to accept the watch list as presented.  The motion passed by a unanimous 
voice vote. 
 
Transition Summaries 
 
Stan Rupnik reported on the following transition activities within the TRS 
portfolio. 

• Rebalancing of the domestic equity asset class 
• International equity DFA emerging market small cap fund 
• Rebalancing of fixed income to international equity asset class 
• International equity Mondrian Investment Partners and McKinley Capital to 

Northern Trust – Passive World Ex-US Index 
 
Transition Management RFP 
 
Since 2008, the transition manager pool has gone from six firms to three firms.  
Due to these circumstances, staff recommended a search for transition 
management services. A motion was made by Cinda Klickna, seconded by Bob 
Lyons, that the committee recommend to the Board to approve a search for 
transition management services. The motion passed by a unanimous voice vote. 
 
W/MBE Utilization Report 
 
Stan Rupnik provided data on the participation of women/minority-owned brokers 
and investment managers within the TRS investment portfolio through June 30, 
2011.  Assets under management for MBE-owned investments were $5.66 billion, 
representing 15.19% of the total TRS portfolio.  Documentation is on file.   
 
Staff recommended that the brokerage utilization goals for fiscal year 2012 remain 
at 15% for domestic equity and 15% for fixed income while increasing the goal for 
international equity to 11%, up by 1.0%.  Additionally, staff recommended the 
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goal for assets under management be set at 14.5% of the total fund, up by 1.0% 
from the prior fiscal year.  Additional data related to the composition of that goal 
was also presented. A motion was made by Bob Lyons, seconded by Marcia 
Campbell, that the committee recommend to the Board to approve the W/MBE  
FY 12 goals, as presented.  The motion passed by a unanimous voice vote. 
 
Fixed Income and Real Return Reports and Annual Reviews  
 
Scottie Bevill, Sr. Investment Officer, reported on the recent activity within the 
fixed income and real return portfolios. A report was submitted on the recently 
completed investment manager annual reviews along with a summary of 
recommendations.  A motion was made by Jan Cleveland, seconded by Sharon 
Leggett, that the committee recommend to the Board the approval of staff’s 
recommendations within the fixed income asset class and real return asset class, as 
presented.  The motion passed by a unanimous voice vote. 
 
Absolute Return Tactical Plan/Absolute Return Report and Annual Reviews 
 
Kent Custer, Senior Investment Officer, reported on the recent activity within the 
$1.49 billion absolute return asset class and provided an overview of the FY 2012 
absolute return tactical plan. A report was submitted on the investment manager 
annual reviews along with a summary of recommendations.  The FY 12 tactical 
plan calls for additional investments to meet the long term goal of enlarging the 
portfolio to eight percent of the System’s total assets under management.  Staff 
requested approval to increase current commitments to BlueMountain, 
ClarenRoad, and Carlson DBD with an additional $150 million each ($450 million 
total).  A motion was made by Mike Busby, seconded by Marcia Campbell, that 
the committee recommend to the Board to approve the recommendations within 
the real return asset class and approve the FY 12 absolute return tactical plan, as 
presented, including additional commitments to BlueMountain, ClarenRoad, and 
Carlson Capital. The motion passed by a unanimous voice vote. 
 
NEW BUSINESS 
 
Flintlock Capital Asset Management 
 
The committee interviewed Flintlock Capital Asset Management to fill an 
allocation within the System’s Emerging Manager Program.  Staff provided an 
overview of the firm, search process, and due diligence that was conducted.  Their 
presentation booklet is on file.  A motion was made by Mike Busby, seconded by 
Marcia Campbell, that the committee recommend to the Board to invest $15 
million in Flintlock Capital Asset Management’s Commodity Opportunity 
Partners, L.P. The motion passed by a unanimous voice vote.  
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(Trustee Klickna departs) 
 
CityView 
 
The committee interviewed CityView to fill an allocation within the System’s 
Emerging Manager Program.  Staff provided an overview of the firm, search 
process, and due diligence that was conducted.  Their presentation booklet is on 
file.  A motion was made by Jan Cleveland, seconded by Sonia Walwyn, that the 
committee recommend to the Board to invest $25 million in Southwest 
Multifamily Partners, L.P. The motion passed by a unanimous voice vote.  
 
RECESS  
The meeting recessed at 12:00 p.m. and reconvened at 12:55 p.m. 
 
PIMCO – Fixed Income 
 
Representatives of PIMCO presented an investment opportunity in PIMCO 
Distressed Senior Credit Opportunities Fund II, Limited Partnership to continue to 
invest in Fund I’s strategy beyond its term.  Their presentation booklet is on file.  
A motion was made by Molly Phalen, seconded by Jan Cleveland, that the 
committee recommend to the Board to invest $75 million to PIMCO DISCO II, 
L.P.  The motion passed by a unanimous voice vote. 
 
Private Equity Performance – June 30, 2011 
 
PCG Asset Management provided an overview of the investment performance 
within the private equity asset class for the quarter ending June 30, 2011 and 
provided program initiatives for FY 2012.  Documentation is on file.   

o 1 year: 22.3% 
o 3 year: 6.3% 
o 5 year: 8.9% 
o 10 year: 8.4% 

 
Leonard Green & Partners – Private Equity 
 
Representatives of Leonard Green & Partners presented an investment opportunity 
in their private equity fund, Green Equity Investors VI, Limited Partnership.  Their 
presentation booklet is on file.  Staff provided an overview of the firm and due 
diligence that was conducted. A motion was made by Mike Busby, seconded by 
Marcia Campbell, that the committee recommend to the Board to invest up to 
$200 million to Green Equity Investors VI, L.P.  Discussion followed noting 
concerns. The motion passed by a voice vote. 
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RECESS  
The meeting recessed at 3:20 p.m. and reconvened at 3:30 p.m. 
 
Longitude Capital Management – Private Equity 
 
Representatives of Longitude Capital Management provided an investment 
opportunity in their private equity fund, Longitude Venture Partners II, Limited 
Partnership.  Their presentation booklet is on file.  Staff provided an overview of 
the firm and due diligence that was conducted. A motion was made by Cinda 
Klickna, seconded by Molly Phalen, that the committee recommend to the Board 
to invest up to $30 million to Longitude Venture Partners II, L.P.  The motion 
passed by a unanimous voice vote. 
 
Tave Risk Management – Real Estate  
 
Bob Trompeter of Risk Resources provided an overview of the RFP process for 
insurance brokerage services. Staff provided an overview of the firm and due 
diligence that was conducted. The committee interviewed Tave Risk Management 
as the finalist to serve as the System’s real estate property insurance broker 
services contractor. Their presentation booklet is on file. A motion was made by 
Bob Lyons, seconded by Cinda Klickna, that the committee recommend to the 
Board to award Tave Risk Management a five-year contract to provide insurance 
brokerage services for the System.  The motion passed by a unanimous voice vote. 
Tave has served the System since 2006. 
 
6/30/11 Quarterly Compliance Summary 
 
Staff reviews alerts triggered by the State Street compliance system to determine if 
there are any violations. Deron Bertolo, Director of Investment Operations, 
provided a summary of the quarterly compliance for the quarter ended June 30, 
2011.  Documentation is on file. 
 
Annual Reports 
 
Mr. Bertolo presented the standard year-end reports for fiscal year 2011. The 
reports included proxies, broker activity, security lending, bankruptcy and 
securities litigation. In addition, a new report was included this year, “Annual 
Scorecards”, documenting the quality of service provided by consultants and 
custodian.   
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ADJOURNMENT  
 
There being no further business to come before the Investment Committee, a 
motion was made by Molly Phalen, seconded by Cinda Klickna, to adjourn the 
meeting at 5:15 p.m. 
 
 
 ______________________________ 
 Richard W. Ingram, Executive Director 
 
 Approved _________ 
        


	MINUTES
	Meeting of the Investment Committee



<<
  /ASCII85EncodePages false
  /AllowPSXObjects false
  /AllowTransparency false
  /AlwaysEmbed [
    true
  ]
  /AntiAliasColorImages false
  /AntiAliasGrayImages false
  /AntiAliasMonoImages false
  /AutoFilterColorImages true
  /AutoFilterGrayImages true
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (Adobe RGB \0501998\051)
  /CannotEmbedFontPolicy /Warning
  /CheckCompliance [
    /None
  ]
  /ColorACSImageDict <<
    /HSamples [
      2
      1
      1
      2
    ]
    /QFactor 0.76000
    /VSamples [
      2
      1
      1
      2
    ]
  >>
  /ColorConversionStrategy /LeaveColorUnchanged
  /ColorImageAutoFilterStrategy /JPEG
  /ColorImageDepth -1
  /ColorImageDict <<
    /HSamples [
      1
      1
      1
      1
    ]
    /QFactor 0.15000
    /VSamples [
      1
      1
      1
      1
    ]
  >>
  /ColorImageDownsampleThreshold 1.50000
  /ColorImageDownsampleType /Bicubic
  /ColorImageFilter /DCTEncode
  /ColorImageMinDownsampleDepth 1
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /ColorImageResolution 300
  /ColorSettingsFile ()
  /CompatibilityLevel 1.7
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /CreateJDFFile false
  /CreateJobTicket false
  /CropColorImages false
  /CropGrayImages false
  /CropMonoImages false
  /DSCReportingLevel 0
  /DefaultRenderingIntent /Default
  /Description <<
    /ENU ([Based on 'web'] [Based on 'web'] [Based on 'web'] [Based on 'web'] [Based on 'web'] Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /DetectBlends true
  /DetectCurves 0
  /DoThumbnails true
  /DownsampleColorImages true
  /DownsampleGrayImages true
  /DownsampleMonoImages true
  /EmbedAllFonts true
  /EmbedJobOptions true
  /EmbedOpenType false
  /EmitDSCWarnings false
  /EncodeColorImages true
  /EncodeGrayImages true
  /EncodeMonoImages true
  /EndPage -1
  /GrayACSImageDict <<
    /HSamples [
      2
      1
      1
      2
    ]
    /QFactor 0.76000
    /VSamples [
      2
      1
      1
      2
    ]
  >>
  /GrayImageAutoFilterStrategy /JPEG
  /GrayImageDepth -1
  /GrayImageDict <<
    /HSamples [
      1
      1
      1
      1
    ]
    /QFactor 0.15000
    /VSamples [
      1
      1
      1
      1
    ]
  >>
  /GrayImageDownsampleThreshold 1.50000
  /GrayImageDownsampleType /Bicubic
  /GrayImageFilter /DCTEncode
  /GrayImageMinDownsampleDepth 2
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /GrayImageResolution 300
  /ImageMemory 1048576
  /JPEG2000ColorACSImageDict <<
    /Quality 30
    /TileHeight 256
    /TileWidth 256
  >>
  /JPEG2000ColorImageDict <<
    /Quality 30
    /TileHeight 256
    /TileWidth 256
  >>
  /JPEG2000GrayACSImageDict <<
    /Quality 30
    /TileHeight 256
    /TileWidth 256
  >>
  /JPEG2000GrayImageDict <<
    /Quality 30
    /TileHeight 256
    /TileWidth 256
  >>
  /LockDistillerParams false
  /MaxSubsetPct 100
  /MonoImageDepth -1
  /MonoImageDict <<
    /K -1
  >>
  /MonoImageDownsampleThreshold 1.50000
  /MonoImageDownsampleType /Bicubic
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /MonoImageResolution 1200
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /NeverEmbed [
    true
  ]
  /OPM 1
  /Optimize true
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /NoConversion
      /DestinationProfileName (ColorMatch RGB)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks true
      /IncludeHyperlinks true
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.25000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /UseName
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /UseDocumentProfile
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXBleedBoxToTrimBoxOffset [
    0
    0
    0
    0
  ]
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXOutputCondition ()
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXRegistryName (http://www.color.org)
  /PDFXSetBleedBoxToMediaBox true
  /PDFXTrapped /False
  /PDFXTrimBoxToMediaBoxOffset [
    0
    0
    0
    0
  ]
  /ParseDSCComments false
  /ParseDSCCommentsForDocInfo true
  /ParseICCProfilesInComments true
  /PassThroughJPEGImages true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /sRGBProfile (sRGB IEC61966-2.1)
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


