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WASHINGTON STATE INVESTMENT BOARD 
Private Markets Committee Meeting Minutes 

February 7, 2008 
 
The Private Markets Committee met in open public session at 9:03 a.m. in the boardroom at the 
Washington State Investment Board in Olympia, Washington. 
 
Members Present:   Patrick McElligott, Chair 
    Glenn Gorton 
    Charles Kaminski (teleconferenced) 

John Magnuson (teleconferenced) 
George Masten 
Sandy Matheson  
Treasurer Mike Murphy  

    David Nierenberg (teleconferenced) 
 

Member Absent:  Jeff Seely  
 
Others Present:  Joe Dear, Executive Director 

Gary Bruebaker, Chief Investment Officer 
Liz Mendizabal, Public Affairs Director 
Theresa Whitmarsh, Chief Operating Officer 
Tom Ruggels, Senior Investment Officer – Private Equity 

    Janet Kruzel, Investment Officer – Private Equity 
    Steve Draper, Senior Investment Officer – Real Estate 
    Ceri Walker, Investment Officer – Real Estate 
    Linda Buchanan, Secretary Administrative 
     
    Paul Silver, Assistant Attorney General 
    Fabrizio Natale, Capital Dynamics 
    David Bonderman, TPG Capital 
    Jamie Gates, TPG Capital 
    Will Schmidt, Advent International 
    Humphrey Battcock, Advent International 
    Maggie Littlefield, Advent International 
    Michael Humphrey, Courtland Partners 
    Tim Morris, Morgan Stanley 
 
[Names of other individuals attending the meeting are not included in the minutes but are listed 
in the permanent record.] 
 
The meeting convened at 9:03 a.m. with Treasurer Murphy identifying members present. 
 
ADOPTION OF THE JANUARY 10, 2008, MINUTES 

 
Mr. Gorton moved to adopt the minutes of January 10, 2008.  Mr. Masten 
seconded, and the motion carried unanimously. 
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PRIVATE EQUITY INVESTMENT RECOMMENDATION – TPG PARTNERS VI, L.P. 
 
Mr. Nierenberg recused himself from the discussion. 
 
Mr. Ruggels introduced himself and said that staff recommends a commitment of up to 
$750 million in TPG Partners VI, L.P., an $18 to $20 billion private equity fund that will focus 
on large and mega-cap investments on a global basis.  The WSIB invested in four prior TPG 
funds.  Mr. Ruggels described the firm’s organization, strong internal operating capability, 
excellent reputation, extensive networks, senior leadership, performance history, operating 
resources, differentiated investment strategy, fit in the WSIB private equity portfolio, rapid 
investment pace, organizational growth, and generational transition.  The recommendation is 
consistent with the private equity annual plan approved by the Board in January 2008.   
 
[Mr. McElligott was in attendance at 9:08 a.m.]  
[Mr. Kaminski was in attendance at 9:18 a.m.] 
 
The Committee discussed pacing model scenarios provided by staff regarding the WSIB’s target 
allocation to private equity, the rapid investment pace during the past few years, and current 
market trends.  Treasurer Murphy expressed concern regarding the potential of exceeding the 
target allocation and options to offset that. 
 
Mr. Natale, Capital Dynamics, introduced himself and discussed TPG’s long-term relationship 
with the WSIB, past performance, reputation, operational approach, investment strategy, 
investment discipline, outstanding performance history, and current market trends.  He said 
Capital Dynamics recommends a commitment of up to $750 million. 
 
Mr. Bonderman and Mr. Gates, TPG Capital, introduced themselves and discussed current 
market conditions and trends, the impact of the tightening of the credit market, unprecedented 
level of growth in large deals, geographic trends, changes in strategic buyer behavior, 
comparative outperformance of large cap funds, public markets and non-traditional participation 
in the private equity market.   
 
The Committee discussed fund size, rapid investment pace, impact of rapid deployment on 
returns, impact of the downturn in public markets, historical perspective that markets self correct 
over the long term, distressed opportunities, allocation concerns, outperformance of the private 
equity arena, co-investment opportunities, emerging markets opportunities, club deals, and 
liquidity issues.  
 
Mr. Bonderman discussed the fund’s investment strategy, geographic and sector diversification, 
disciplined approach, and investment opportunities. 
 

Mr. Masten moved that the Private Markets Committee recommend to the 
Board an investment of up to $750 million, plus fees and expenses, in TPG 
Partners VI, L.P., subject to continuing due diligence and final negotiation of 
terms and conditions.  Ms. Matheson seconded. 
 

Treasurer Murphy stated that he would prefer a smaller investment amount due to concerns of 
exceeding the target allocation, but is in favor of the investment. 
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The motion carried unanimously. 
 

[The Committee recessed at 10:20 a.m. and reconvened at 10:37 a.m.] 
 

PRIVATE EQUITY INVESTMENT RECOMMENDATION – ADVENT INTERNATIONAL 
GPE VI L.P. 
 
Ms. Kruzel introduced herself and stated that staff recommends an investment of up to 
€100 million (approximately U.S. $146 million) in Advent International GPE VI L.P., a 
€5 billion private equity fund that will utilize the same successful, operationally intensive, 
sector-focused strategy employed in its five predecessor funds.  The fund will pursue control 
positions in buyout opportunities, recapitalization, and growth equity opportunities in upper 
middle-market companies with enterprise values of €200 million to €1 billion in Europe and 
North America.  The WSIB previously invested in one Advent International fund, Advent Latin 
America Private Equity Fund IV, L.P.  Ms. Kruzel discussed the firm’s experience, investment 
team, global presence, investment and exit strategies, consistent culture, succession plan, 
historical performance, sector focus, industry knowledge, fit in the WSIB private equity 
portfolio, fund size, co-investment opportunities, disciplined and structured investment process, 
competition, and market trends.  The recommendation is consistent with the private equity 
annual plan approved by the Board in January 2008. 
 
The Committee discussed the geographical differences among the Advent International’s three 
core programs:  GPE funds that invest in Europe and North America, Latin American funds, and 
Central and Eastern Europe funds. 
 
Mr. Natale, Capital Dynamics, discussed Advent’s position in the attractive market segment in 
which the WSIB is underweighted, the firm’s reputation, sector driven approach, experienced 
senior team with long tenure, global footprint, top quartile performance, succession process, and 
profit sharing.  He stated that Capital Dynamics recommends a commitment of up to 
€100 million. 
 
The Committee discussed the fund’s geographic focus.  
 
Mr. Battcock and Mr. Schmidt, Advent International, introduced themselves and discussed the 
firm’s history, reputation, core programs, dedicated staff, global presence, investment and sector 
strategies, experienced teams, active ownership, performance, deal generation, proactive 
sourcing, source of gain, examples of portfolio investments, geographic and sector 
diversification, fund size, target close date, and healthcare investments.  
 

Mr. Gorton moved that the Private Markets Committee recommend to the 
Board an investment of up to €100 million, plus fees and expenses, in Advent 
International GPE VI L.P., subject to continuing due diligence and final 
negotiation of terms and conditions.  Ms. Matheson seconded, and the motion 
carried unanimously. 
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REAL ESTATE INVESTMENT RECOMMENDATION – MORGAN STANLEY REAL 
ESTATE SPECIAL SITUATIONS FUND III, L.P. FOLLOW-ON INVESTMENT 
 
Mr. Draper introduced himself, Ms Walker, and Mr. Humphrey. 
 
Ms. Walker stated that staff recommends an additional allocation of up to $250 million in 
Morgan Stanley Real Estate Special Situations Fund III, L.P., to be invested during the next 
18 months over several closings at staff discretion.  The global, open-ended Fund invests in non-
control positions or minority positions of real estate operating companies in three strategic 
categories:  companies in growth or emerging markets, firms operating in distressed markets, and 
developed markets where a public-private or private-public arbitrage exists.  The Board 
approved an initial investment of $150 million in April 2006 and a further allocation of 
$200 million in March 2007.  Ms. Walker described the firm’s investment strategy, targeted 
companies, historic returns, management team, rigorous employee training, substantial pipeline, 
fit in the WSIB real estate portfolio, concentration risk, emerging market exposure, potential 
conflicts of interest, and fee structure.   
 
Treasurer Murphy pointed out that the numbers in the reports were through September 2007 and 
that the mortgage market had declined since then.  Mr. Humphrey replied that the returns since 
then are slightly lower.  Ms. Walker explained that the fund is set up to take advantage of the 
distressed markets. 
 
The Committee discussed the fund’s fee structure and expected returns. 
 
Mr. Humphrey, Courtland Partners, discussed the fund’s investment strategy, exposure to 
emerging markets, geographic diversification, potential conflict of interest with other Morgan 
Stanley funds, fees, and currency risk. 
 
Mr. Morris, Morgan Stanley, introduced himself and described the firm’s global presence, local 
professionals, investment platform, balanced portfolio, proprietary information, stable Special 
Situations team, investment committee, senior management team, investment strategy, and 
demographic trends. 
 
The Committee discussed subprime mortgages, the credit crisis and practices, investment 
opportunities, and co-investment opportunities. 
 
Mr. Morris explained that Morgan Stanley specializes in making non-control investments by 
utilizing intellectual capital, identifying best-in-class managers, negotiating governance 
packages, and being involved in management of the business.  He discussed the fund’s liquidity 
rights, exit strategies, portfolio diversification, robust pipeline of deals, competition, arbitrage 
opportunities, strong performance, disciplined approach, and capital market trends 
 
The Committee discussed performance numbers, currency risk, and potential political risk 
associated with emerging markets.  
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Mr. Masten moved that the Private Markets Committee recommend to the 
Board an investment of up to $250 million, plus fees and expenses, in Morgan 
Stanley Real Estate Special Situations Fund III, L.P., to be invested over the 
next 18 months as the Fund is re-opened, subject to continuing due diligence 
and final negotiation of terms and conditions.  Treasurer Murphy seconded, 
and the motion carried unanimously. 
 

[The Committee recessed at 12:08 p.m. and reconvened at 12:42 p.m.] 
[Mr. Magnuson was no longer in attendance at 12:20 p.m.] 
 
TANGIBLE ASSET ANNUAL PLAN 
PRIVATE EQUITY PORTFOLIO REVIEW 
 
The Chair announced that the Committee would go into executive session to discuss financial and 
commercial information relating to investments since public knowledge regarding the discussion 
would result in loss to the funds managed by the Board or would result in private loss to the 
providers of the information.  The executive session was expected to last approximately 2 hours. 
 
[The executive session convened at 12:43 p.m. and the Committee reconvened in open public 
session at 2:40 p.m.] 
 

Mr. Masten moved that the Private Markets Committee recommend Board 
adoption of the confidential 2008 Tangible Asset Annual Plan that was 
presented, discussed, and modified in executive session.  Treasurer Murphy 
seconded, and the motion carried unanimously. 

 
PRIVATE MARKETS CLOSING LOG 
 
The Private Markets Closing Log was presented for informational purposes. 
 
OTHER ITEMS 
 
There being no further business to come before the Committee, the meeting adjourned at 
2:44 p.m. 




