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APFC’s Board of Trustees Considers Fund’s Evolving Role

Juneau — The Board of Trustees held its quarterly meeting in Fairbanks, Alaska on December 3-4, 2019. During
the meeting, the Board examined the first-quarter investment performance of the Fund for the fiscal year 2020
(FY20) and discussed the paradigm shift of the Alaska Permanent Fund to an annual value-based methodology for
consistent and stable withdrawals from the Earnings Reserve Account (ERA).

Chair Craig Richards notes that “the transition to the Permanent Fund contributing to state revenues through the
Percent of Market Value (POMV) has created several new issues the Board of Trustees and state policymakers need
to work through. Perhaps the most important is the risk that repeated bad years of market returns could result in the
ERA not being able to fund state government and the dividend. The Board of Trustees looks forward to developing
a deep understanding of this risk, and developing recommendations to minimize it.”

The Board’s deliberations about the investment and management of the Fund included the following:

e A robust discourse on the mechanics of the ERA and how it interacts with the POMYV draw with Callan,
APFC’s general consultant.

e Areport from APFC’s CIO, Marcus Frampton on the investment actions during the first quarter of the
fiscal year and a discussion of the cash overlay position. Additionally, he provided an analysis of
the Real Estate direct investment strategy — acknowledging the positive contributions of these assets
in providing a unique blend of inflation-resistant cash flows and total return profile that balance
elements of ‘downside protection and upside optionality.’

e A comprehensive discussion with the Real Estate team on the performance of the portfolio and an
update on current initiatives that are being pursued, including joint venture relationships, ‘build to
core’ developments, and niche investments. RCLCO, real estate consultant to the APFC, also provided
the Board with a real estate market update and outlined the process for acquiring operating
companies for joint venture opportunities.

e The adoption of a five-year strategic plan for 2020-2025 that identifies four priorities:
O Position the organization and fund for implementation of annual POMYV draw
0 Develop and implement comprehensive risk management for the organization
O Integrate best-in-class investment management capabilities to maximize investment returns
O Enhance talent and staff across APFC

e The approval to renew the contract for custody services and the securities lending agreement with
the Bank of New York Mellon. APFC’s relationship with Bank of New York Mellon began in 1992,
and the sound working relationship that has developed over the years is essential to the operations
of the corporation.

APFC also welcomed Mike Barnhill the Board of Trustees, as the Acting Commissioner of the Department of Revenue.
The next meeting of the Board of Trustees will be held in Juneau, Alaska on February 19-20, 2020.
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