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Oregon Investment Council 

MINUTES 
September 24, 2003 

 
The Oregon Investment Council was called to order at 9:05 a.m. by Gerard 
Drummond.   
 
OIC Members Present:  Gerard Drummond, Mark Gardiner and James 
Voytko.  
 
OIC Member On-Line:  Diana Goldschmidt 
 
Staff Present:  Jay Fewel, Curt Hartinger, Norma Harvey, Todd Jones, Perrin 
Lim, Michael Mueller, Kevin Nordhill, and Ron Schmitz.  
        
Consultants Present: John Ilkiw, Russell Investment Group 
    Eric Becker, Pacific Corporate Group 
    Allan Emkin, Pension Consulting Alliance 
    Jeremy Thiessen, Pension Consulting Alliance 
    Randall Doser, Compass Advisors 
     
Legal Counsel:  Dee Carlson, Oregon Department of Justice  
         
I. Review and Approval of Minutes – 8/27/2003 
 
MOTION:   Diana Goldschmidt moved approval of the 8/27/2003 minutes. The 
motion was seconded by Mark Gardiner and passed unanimously by the 
Council. 
 
II. Endeavour Capital Fund IV, L.P. – Presentation & Recommendation 
 
Jay Fewel updated the Council regarding the September, 1999 commitment of 
$25 million to Endeavour Capital Fund III, L.P.  He noted that Endeavour III is 
viewed as a preeminent buyout fund and is close to committing all available 
capital in Fund III.  He further noted that they are close to a realization that 
could return nearly the entire commitment to Fund III.  Thus Endeavour is in 
the market place raising Fund IV.  Mr. Fewel introduced John von Schlegell 
and Stephen Babson of Endeavour Capital Partners.   
 
Mr. Von Schlegell and Mr. Babson distributed a presentation booklet to 
Council and Staff.  Endeavour Capital Fund IV, L.P. is being formed by 
Endeavour Capital, LLC to make investments in established growth companies 
located in the Pacific Northwest and neighboring states.  The fund will seek to 
provide investors with long-term capital appreciation through a diversified 



 
 
 

09/24/2003 OIC Minutes 2 

portfolio of management buyout, recapitalization and growth equity 
investments, consistent with the three prior funds under its management.   
 
Endeavour’s Northwest regional investment focus and successful track record 
was outlined as well as the Endeavour Fund IV objectives.  The fund’s guiding 
principals, target investment profile, regional investment considerations and 
proprietary deal sourcing were discussed.  Mr. Von Schlegell and Mr. Babson 
answered questions from the Council.   
 
Jay Fewel and Eric Becker noted that an investment in Endeavour IV may help 
address the compliance issue with House Bill 3613.  Mr. Fewel further noted 
that the fund is a return-driven investment.  Management fee negotiations were 
also discussed.   
 
Mark Gardiner announced that he would abstain from voting on this item due 
to other business relationships.  
 
Jerry Bidwell connected to the meeting via telephone at 9:50am and informed 
the Council that he had studied the due diligence information regarding 
Endeavour IV and was prepared to vote on the issue. 
 
MOTION:  Diana Goldschmidt moved authorization by the OIC of a $50 million 
commitment to Endeavour Capital Fund IV, L.P.  Said commitment is 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 as follows: 
 
  Mark Gardiner  Abstain 
  Diana Goldschmidt Yes 
  Jerry Bidwell  Yes 
  Gerard Drummond Yes 
 
The motion passed. 
 
Mr. Bidwell disconnected from the meeting at 9:55am. 
 
III. Oregon Short Term Fund – Annual Review   
 
Perrin Lim presented the Oregon Short-Term Fund Annual Review, including a 
copy of the annual audited financial statements.  Mr. Lim discussed markets 
and performance and noted that for the fiscal year ending June 30, 2003, and 
since, the bond market has experienced momentous events:  
� The Federal Reserve switched from inflation concerns to deflation 

concerns. 
� The duration of mortgage-backed securities equaled that of Treasury 

Bills. 
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� U.S. Treasury securities experienced the largest sell-off in nearly twenty 
years.  

� Corporate governance scandals continued to make headlines.  
� Corporate bond spreads witnessed unprecedented moves; first wider then 

narrower. 
 
Mr. Lim further noted that the fund has grown substantially for the past five 
years.  The emphasis for the fund continues to be: 1) preservation of principal 
2) liquidity and 3) yield.  The fund is dominated by government sponsored 
entities such as Freddie Mac, Fannie Mae and Federal Home Loan Banks.  The 
overall fund is driven by FOMC policy and the fund yield generally follows 
monetary policy. Mr. Lim expressed his belief that the Fed, concerned about 
the risk of deflation, will keep short-term interest rates low in their efforts to 
attain successful re-flation, meaning a 100 basis point increase in core 
inflation associated with a pickup in growth.   
 
Performance (ending June 30, 2003) 
 
   YTD 1 yr 2 yrs 3 yrs 4 yrs 5 yrs 
OSTF   0.76 1.55 2.06 3.43 4.07 4.31 
91 Day T-Bills   0.71 1.45 1.95 3.20 3.79 4.00 
 
Holdings charts were presented, the State Street Bank compliance report and 
the Secretary of State, Audits Division fiscal report.  Mr. Lim answered 
questions from the Council. 
 
Discussion followed regarding audit management letters from the State Audits 
Division.  Mr. Mueller noted that all audit management letters funnel through 
Curt Hartinger, Treasury Internal Audit Manager and IT Security Officer.  Mr. 
Drummond requested that the Council receive a copy of the audit management 
letter.   
 
IV. Implementation of House Bill 3613 
 
Ron Schmitz reported on recent activities relative to House Bill 3613.  He 
stressed the importance of solidifying the Council’s views regarding the 
implementation of HB 3613 and outlined a variety of issues that need to be 
addressed, such as the definition of investments that meet the intent of the bill, 
and whether or not the OIC wanted to work with a consultant.   
 
Mr. Drummond suggested that staff work with DOJ to define venture capital 
and to propose an implementation process.   
 
Discussion followed regarding the utilization of a third-party consultant to 
evaluate partnerships too small to be on the radar screen of Pacific Corporate 
Group, possibly a consultant locally based or with a strong local presence. 
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Allan Emkin encouraged the OIC to develop a policy to address all the issues 
and components of the definition and implementation of HB3613.  Mr. 
Drummond requested that Mr. Emkin share samples of policies from other 
pension funds with the Council. 
 
Staff was directed to work with DOJ in the examination of options regarding 
policy, definition of venture capital and implementation process and return to 
with recommendations at a future meeting. 
 
V. Tactical Asset Allocation Considerations  
 
John Ilkiw addressed the Council and noted that over the past few months, the 
OIC has informally discussed the pros and cons of tactical shifts in the OPERF 
asset mix in order to take advantage of a real or perceived imbalance in the 
markets.   He distributed a booklet and outlined Russell’s findings regarding 
Tactical Asset Allocation (TAA) as an investment strategy.  Russell considers 
TAA strategies to be among the most narrowly focused approaches to active 
portfolio management.  Mr. Ilkiw presented the following three asset mix time 
horizons for consideration: 
1. Policy Asset Mix 
� At least 10 year time horizon and usually longer. 
� Uses long-term “market equilibrium” assumptions. 
� Assumes rebalancing to policy weights. 

2. Strategic Asset Mix 
� 2 to 10 year time horizon. 
� Uses “non-equilibrium” return forecasts. 
� Alters asset class weights to increase returns. 

3. Tactical Asset Mix 
� Up to 2 years or more. 
� Identifies short-term market opportunities. 
� Shifts liquid asset classes only:  stocks, bonds, cash. 

 
Mr. Ilkiw discussed the process of implementing short-term deviations from the 
policy mix in an attempt to exploit perceived variations from equilibrium.  He 
discussed the differences between “model based” and “subjective” TAA and 
noted the following investment premises: 
� TAA is based on the assumption that capital markets are not always in 

equilibrium and that variations can be anticipated or identified. 
� The products attempt to add value by switching between asset classes 

when relative values move from predicted equilibrium. 
� The success of a TAA manager depends on whether the process can 

correctly identify and exploit these dis-equilibriums. 
 
Mr. Ilkiw provided examples of US TAA and an assessment of TAA timing 
models.   
 
Mr. Ilkiw answered questions from the Council.  
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VI. General Consultant RFI Update  
 
Mike Mueller updated the Council regarding the general consultant search. 
 
VII. Asset Allocations & NAV Updates 
 

a. Oregon Public Employees Retirement Fund 
b. SAIF Corporation 
c. Common School Fund 

 
Ron Schmitz reported that asset allocations are within policy targets. 
   
VIII. Calendar – Future Agenda Items  
 
Council and Staff discussed the agenda for the October workshop meeting as 
well as the upcoming general consultant RFI interview process.   
 
X. Public Comment 
 
There were no comments from the public. 
 
The meeting adjourned at 10:40am. 
 
Respectfully submitted, 
 
 
 
Norma Harvey 
Investment Coordinator 
 


