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Audit Committee Meeting 
May 18, 2021 

2:30 - 4:30 p.m. 

Michael J. Burns Building -- David Rose Board Room (3rd Floor) 
801 W 10th St. Juneau, AK 99801 

Webinar Access (click link to join webinar) 
Join via WebEx and enjoy the ability to listen on your computer and follow presentations: 

https://apfc.webex.com/apfc/onstage/g.php?MTID=e2fbe8fc91a7d685dc3449e4cc8a1394b 
Password: audit 

Teleconference Option 
If you are unable to join in-person or via webinar, please contact us at 

(907) 796-1500 to receive a teleconference number

AGENDA 

Tuesday, May 18, 2021 

2:30 p.m. CALL TO ORDER 

ROLL CALL (Action) 

APPROVAL OF AGENDA (Action) 

APPROVAL OF MINUTES (Action) 
• Audit Committee Meeting – September 02, 2020

SCHEDULED APPEARANCES AND PUBLIC PARTICIPATION 

2:35 p.m. FY 21 KPMG AUDIT PREVIEW AND RISK ASSESSMENT REVIEW (Information) 
Mike Hayhurst, Engagement Partner, KPMG 
Melissa Beedle, Engagement Manager, KPMG 

3:00 p.m. FY21 YEAR-TO-DATE FINANCIAL STATEMENT REVIEW (Information) 
Valerie Mertz, Chief Financial Officer 
Jacki Mallinger, Portfolio Accountant II 

3:30 p.m. AUDIT COMMITTEE SELF-ASSESSMENT (Information) 
Corri Feige, Committee Chair 
Valerie Mertz, Chief Financial Officer 

OTHER MATTERS / FUTURE AGENDA ITEMS 

3:45 p.m. ADJOURNMENT 

NOTE: TIMES MAY VARY AND THE CHAIR MAY REORDER AGENDA ITEMS 
(Please telephone Jennifer Thorsteinson at 907.796.1519 with agenda questions.) 
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SUBJECT:   Approval of Minutes ACTION:__X__ 

DATE:      May 18, 2021 INFORMATION: 

BACKGROUND: 

Staff reviewed the following Audit Committee meeting summary minutes, draft copies are 
attached for your approval. 

 September 2, 2020 Audit Committee Meeting 

RECOMMENDATION: 

Approval of the summary minutes of the Board of Trustees committee meeting listed 
above. 
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Alaska Permanent Fund Corporation 1 Audit Committee Meeting Minutes 
September 2, 2020 

ALASKA PERMANENT FUND CORPORATION 

AUDIT COMMITTEE 
September 2, 2020 

1:30 p.m. 
WebEx/Teleconference 

Originating at: 
David Rose Board Room 

Michael J. Burns Building 
801 West 10th Street, Suite B 

Juneau, Alaska   99801 

SUMMARY MINUTES 

Trustees Present:  
William Moran, Chair 
Ethan Schutt 
Craig Richards 
Lucinda Mahoney 
Steve Rieger 

Staff Present:  
Angela Rodell, CEO 
Valerie Mertz, CFO 
Chris Poag, General Counsel 
Paulyn Swanson 
Jennifer Thorsteinson 
Larissa Murray 
Jackie Mallinger 
Nellie Metcalfe 

Also participating: 
Mike Hayhurst, KPMG 
Melissa Beedle, KPMG 

PROCEEDINGS 

CALL TO ORDER 
TRUSTEE MORAN called the meeting to order and asked for a roll call. 

ROLL CALL 
TRUSTEES SCHUTT and MORAN formed the quorum.  Also present were TRUSTEES 
RICHARDS and RIEGER. 

4 of 61



Alaska Permanent Fund Corporation 2 Audit Committee Meeting Minutes 
September 2, 2020 

APPROVAL OF AGENDA 
TRUSTEE MORAN moved to approval of the agenda.  

MOTION:  A motion to approve the agenda was made by TRUSTEE SCHUTT. 

The MOTION was APPROVED. 

SCHEDULED APPEARANCES AND PUBLIC PARTICIPATION 
TRUSTEE MORAN asked for any scheduled appearances and public participation going online. 

MS. THORSTEINSON replied that there was no one online for public testimony 

TRUSTEE MORAN moved to the KPMG audit. 

KPMG AUDIT  
MR. HAYHURST began with a brief introduction and a quick status update.  He stated that the 
procedures are substantially complete, and they expect to be in a position to issue their opinion 
on the Alaska Permanent Fund as well as the financials for the Alaska Mental Health Trust 
Authority tomorrow.   

MS. BEEDLE began the presentation with the lists of the required communications as set out by 
the AICPA.  She stated that there are no matters to report related to subsequent events that have 
occurred, any illegal acts, any fraud.  There was nothing identified related to those.  She 
continued that a copy of the management representation letter that is requested of management to 
be signed prior to issuing the opinion will be provided.  Through the discussions surrounding key 
processes with management, there were no material weaknesses or significant deficiencies 
identified in those internal controls.  She added that an opinion on the management discussion 
and analysis was not expressed but was read for consistency and comparability with the financial 
statements that the opinion is issued on.   

CHAIR RICHARDS asked if the State’s unclean audit would go back on the Permanent Fund. 

MR. HAYHURST replied that it did not go back on the Permanent Fund as it related to the 
issued opinion because it is being done in accordance with Generally Accepted Accounting 
Principles for the financial statements, and they do not have to qualify the opinion for that.   

MS. BEEDLE continued that one of the biggest significant accounting policies related to the 
classification of fund balance which was looked at very closely to make sure that it is presented 
in accordance with GASB.  As part of the audit, no significant elements of management bias 
were identified when selecting or applying the policies to the financial statements.   

TRUSTEE RIEGER asked if there is an obligation to do their own environment analysis on any 
of this or if no bias is found is it let go. 

MS. BEEDLE replied that they did not do an impairment analysis but tested the valuations the  
fund managers recorded or reported to the Permanent Fund through a variety of procedures.  She 
continued her presentation, explaining the different slides as she went along.  She added that  
their firm put out a lot of guidance with the Audit Committee Institute, the board leadership  
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Alaska Permanent Fund Corporation 3 Audit Committee Meeting Minutes 
September 2, 2020 

related to COVID-19 and the effects it had and is having in different areas and industries.   

MR. HAYHURST stated that the audit was essentially 100 percent remote and the teams worked 
well together with the upfront communication process.  He appreciated the Permanent Fund team 
for being available and for having the information uploaded timely.   

MS. BEEDLE finished her presentation with the audit quality transparency report that is issued 
every year and provided the links to it.   

TRUSTEE MORAN moved on to Valerie Mertz and her review. 

MS. MERTZ welcomed Trustee Schutt to the committee.  She went through a detailed review of 
the fiscal ’20 financial statements.  She agreed with everything said by Mr. Hayhurst and  
Ms. Beedle that the audit went smoothly even being remote.  She introduced Jackie Mallinger 
who has been with the Fund about four years and has recently taken on a new role doing 
portfolio accounting and will be at future meetings.  She continued with her review, answering 
questions as she went along.   

CHAIR RICHARDS asked if a rolling day-to-day sort of recorded number could be done.  
Periodic reports are not on a rolling basis.   

MS. MERTZ stated that a full close is done every month, and this balance would be available at 
the end of each month; usually two to three weeks after the end of the month. 

CEO RODELL stated that two weeks is aggressive on closing of the end of the month.  It has 
been really difficult to get it in two weeks.   

CHAIR RICHARDS asked how the earnings reserve performed in terms of volatility during the 
COVID situation. 

MS. MERTZ replied that the earnings reserve was not affected as much by the movement in the 
market.  The portion of the earnings reserve that was most directly impacted by the volatility in 
the market was that allocation of unrealized gains.   

CHAIR RICHARDS asked if there was any way a month-by-month reporting of the last year 
was possible for the annual meeting and also a breakdown performance of statutory net income.  

MS. MERTZ replied yes and asked to get together to figure out what was wanted.  She moved on 
to the statement of revenue expenditures and changes in fund balance and then talked about 
statutory net income feeding into the earnings reserve.   

TRUSTEE MORAN asked for a motion to adjourn. 

MOTION:  A motion to adjourn the Audit Committee meeting was made by TRUSTEE 
SCHUTT; seconded by TRUSTEE MORAN. 

(Audit Committee meeting adjourned at 2:38 p.m.) 
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Alaska Permanent Fund Corporation

Discussion with Those Charged with Governance

Audit plan and strategy for the year ending June 30, 2021

May 18, 2021
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1© 2021 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International 
Limited, a private English company limited by guarantee. All rights reserved. 

Delivering a better audit experience drives us.
With KPMG you can expect an experience that’s better for your 
team, organizations and the capital markets. An experience 
that’s built for a world that demands agility and integrity.
See patterns in what has passed. See where risks may emerge. 
See opportunities emerge. See opportunities to optimize 
processes. And see ahead to new possibilities.

We aim to deliver an exceptional client experience for the 
Permanent Fund by focusing on:

Our commitment to you
Executive summary Planning & risk assessment Independence Responsibilities Inquiries
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2© 2021 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG 
International Limited, a private English company limited by guarantee. All rights reserved.

Executive summary
2021 AUDIT PLAN 

HOW WE’LL DELIVER AN EXCEPTIONAL 
AUDIT EXPERIENCE TO YOU

Audit Plan

SCOPE OF THE 
AUDIT

REQUIRED
COMMUNICATIONS

KEY RISKS & OUR 
AUDIT PLAN

Client
Experience

MODERNIZING
THE AUDIT 

EXPERIENCE

ENHANCING 
THE CLIENT 

EXPERIENCE

AUDIT
COMMITTEE 

INSIGHTS

Executive summary Planning & risk assessment Independence Responsibilities Inquiries
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3© 2021 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International 
Limited, a private English company limited by guarantee. All rights reserved. 

Modernization: Driving quality, efficiency, 
and experience

Enhanced 
Audit Quality

Increased 
efficiency 

Exceptional 
experiences

Standardization
Consistency
Measurement

Center for 
Audit Solutions

Next gen 
auditor

Data & tech 
enablement

We are modernizing the audit experience. Our continuous transformation effort will enhance quality and 
efficiency, while delivering an exceptional experience marked by a responsive team and enriched with audit 
insights.

Executive summary Planning & risk assessment Independence Responsibilities Inquiries
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4© 2021 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International 
Limited, a private English company limited by guarantee. All rights reserved. 

Factors and forces elevating cybersecurity risks:
— Shifts to remote work, online customer engagement, digital finance – “remote everything”
— Acceleration of digital strategies/transformation 
— Surge and sophistication of cyber attacks
— Risks, vulnerabilities posed by third-party vendors

Considerations for robust oversight:
— Focus on internal controls, access, and security 

protocols
— Increase diligence around third-party vendors
— Insist on a robust data governance framework
— Clarify responsibilities for data governance across 

the enterprise
— Reassess how the board—through its committee 

structure—assigns and coordinates oversight 
responsibility for cybersecurity and data governance 
frameworks, including data privacy, ethics, and 
hygiene

Cybersecurity considerations

Audit considerations:
— Evaluate risks of material misstatement resulting 

from, among other things, unauthorized access 
to financial reporting systems (e.g., IT 
applications, databases, operating systems)

— Determine whether there is a related risk of 
fraud

— Develop audit approach based on risk 
assessment

— If a cybersecurity incident occurs, we understand 
and evaluate its effect on our audit approach, as 
well as evaluate management’s assessment of 
the effect on the financial statements and 
disclosures

Executive summary Planning & risk assessment Independence Responsibilities Inquiries

11 of 61



5© 2021 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International 
Limited, a private English company limited by guarantee. All rights reserved. 

Summary: Audit approach required 
communications and other matters

Response

Role and identity of engagement partner The lead audit engagement partner is: Mike Hayhurst.

Significant findings or issues discussed with 
management No matters to report.

Scope of audit

Our audit of the financial statements of The Permanent Fund (the Fund) as of and for the year ended June 30, 
2021, will be performed in accordance with auditing standards generally accepted in the United States of America 
and Government Auditing Standards.

Performing an audit of financial statements includes consideration of internal control over financial reporting (ICFR) 
as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s ICFR.

Materiality in the context of an audit See slide 6

Our timeline See slide 7

Our approach to fraud risk See slide 8

Risk assessment: Significant risks See slide 9

Risk assessment: Additional risks identified See slide 10

Involvement of others See slide 11

Independence See slide 12

Responsibilities See slide 13

Inquiries See slide 14
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Planning & risk assessment Independence Responsibilities InquiriesExecutive summary
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6© 2021 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International 
Limited, a private English company limited by guarantee. All rights reserved. 

Materiality in the context of an audit
We will apply materiality in the context of the preparation and fair presentation of the financial 
statements, considering the following factors:

Misstatements, including omissions, are considered to be material if there is a substantial likelihood that, 
individually or in the aggregate, they would influence the judgment made by a reasonable user based on the 
financial statements. 

Judgments about materiality are made in light of surrounding circumstances and are affected by the size or 
nature of a misstatement, or a combination of both.

Judgments about materiality involve both qualitative and quantitative considerations. 

Determining materiality is a matter of professional judgment and is affected by the auditor’s perception of the 
financial information needs of users of the financial statements. 

Judgments about the size of misstatements that will be considered material provide a basis for 
a) Determining the nature and extent of risk assessment procedures;
b) Identifying and assessing the risks of material misstatement; and
c) Determining the nature, timing, and extent of further audit procedures.

Judgments about matters that are material to users of the financial statements are based on a consideration of 
the common financial information needs of users as a group. The possible effect of misstatements on specific 
individual users, whose needs may vary widely, is not considered.

Planning & risk assessmentExecutive summary Independence Responsibilities Inquiries
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7© 2021 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International 
Limited, a private English company limited by guarantee. All rights reserved. 

Our timeline
Mar 1 – June 30 July 1 – September 30

Planning and risk assessment
— Planning and initial risk 

assessment procedures, 
including:
— Involvement of others
— Identification and 

assessment of risks of 
misstatements and planned 
audit response for certain 
processes

— Obtain and update an 
understanding of the Fund and 
its environment

— Inquire of those charged with 
governance, management and 
others within the Fund about 
risks of material misstatement

— Coordinate with Specialists
— Evaluate design and 

implementation (D&I) of entity 
level controls and process level 
controls for certain processes

— Perform process walkthroughs 
and identification of process 
risk points for certain 
processes

Interim
— Ongoing risk assessment 

procedures, including:
— Identification and 

assessment of risks of 
misstatements and planned 
audit response for 
remaining processes

— Communicate audit plan
— Identify IT applications and 

environments
— Evaluate D&I of process level 

controls for remaining 
processes

— Perform interim substantive 
procedures

Year-end
— Complete control testing for remaining process level, general IT, and 

entity-level controls, where applicable
— Perform remaining substantive audit procedures
— Evaluate results of audit procedures, including control deficiencies 

and audit misstatements identified
— Review financial statement disclosures
— Obtain written representations from management
— Present audit results to those charged with governance and perform 

required communications

September 3: Issue audit reports on financial statements.

Planning & risk assessmentExecutive summary Independence Responsibilities Inquiries
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— Financial fraud can be complex and sophisticated and it is essential that 
businesses, those charged with governance, and their auditors assess 
the risk of financial fraud and respond accordingly.

— The auditors’ responsibility is to plan and perform an audit to provide 
reasonable assurance that material misstatements are detected, whether 
caused by error or fraud. 

— At KPMG, we are focused on exercising professional skepticism, and 
executing fundamental audit procedures and collating evidence, aligned 
with the professional standards, to seek to detect material misstatement 
as a result of fraud. 

– We share our planned audit approach and responses with those
charged with governance every year.

– We perform risk assessments, including conducting interviews within
the Fund, assessing management's fraud risk, and running analytical
procedures, as appropriate under the standards.

– And when fraud risk is identified, we perform incremental procedures
at the highest level of risk.

— As part of our commitment to sustaining audit quality, we recognize 
nothing remains static. We are committed to continually improving the 
quality, consistency, and efficiency of our audits, enabled by our 
technology, including our approach to fraud risk.

Quality in all that we do

─ Audit quality remains 
our highest priority and 
is critical to fulfilling our 
role in the capital 
markets. 

─ To deliver on our audit 
quality commitment, we 
are focused on 
consistently planning 
and executing our 
audits, in line with the 
requirements of 
applicable professional 
standards within a 
strong system of quality 
control. 

─ Core to actions to drive 
quality are a culture of 
integrity, innovation, 
including our smart 
audit platform KPMG 
Clara, and nurturing and 
supporting our talented 
professionals. 

Our approach to fraud risk
Planning & risk assessmentExecutive summary Independence Responsibilities Inquiries
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Risk assessment: Significant risks

Management override of controls
Management is in a unique position to perpetrate fraud because of its ability to manipulate accounting records 
and prepare fraudulent financial statements by overriding controls that otherwise appear to be operating 
effectively. Although the level of risk of management override of controls will vary from entity to entity, the risk 
nevertheless is present in all entities.

Susceptibility to:

Error Fraud

Yes

Significant risks

Planning & risk assessmentExecutive summary Independence Responsibilities Inquiries

Market values for these funds are recorded based on monthly statements provided by the external investment 
managers.  The market value recorded by the Fund is subject to significant estimation risk

Susceptibility to:

Error Fraud

Specifically, the following elements included within the fair value estimate give rise to a significant risk: 

— Due to the timing lag, significant fluctuations in value could occur that result in material errors. Yes

Significant risk – Valuation of alternative investments

Relevant factors affecting our risk assessment

- Size of the portfolio
- Potential exposure to losses
- Measurement uncertainty
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Risk assessment: Additional risks 
identified

Additional risks identified Relevant factors affecting our risk assessment and planned response

Valuation of real estate - Complexity of real estate valuations
- Size of the directly owned real estate portfolio

Planning & risk assessmentExecutive summary Independence Responsibilities Inquiries
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Involvement of others
Audit of financial statements Extent of planned involvement

Service Organization: Bank of New York Mellon - Obtain service auditors’ report
- Test user controls identified in the report

KPMG professionals with specialized skill or 
knowledge who are involved in performance of 
audit procedures

- Provide guidance on risks related to alternative investments, including
current economic environment

- Review audit team’s procedures over alternative investments
- Review third party real estate appraisals for selected real estate investments
- Assist in portfolio risk assessment and scoping of non-public portfolio

Planning & risk assessmentExecutive summary Independence Responsibilities Inquiries
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Shared responsibilities: Independence

The firm maintains a system of quality control over 
compliance with independence rules and firm policies. 
Timely information regarding upcoming transactions or other 
business changes is necessary to effectively maintain the 
firm’s independence in relation to:

— New affiliates (which may include subsidiaries, equity 
method investees/investments, sister companies, and 
other entities that meet the definition of an affiliate under 
AICPA independence rules)

— New directors, officers, and persons in key positions with 
respect to the preparation or oversight of the financial 
statements

Independence rules prohibit:
 Certain employment relationships involving directors, 

officers, or others in an accounting or financial reporting 
oversight role and KPMG and KPMG covered persons.

 The Fund or its directors, officers, from having certain 
types of business relationships with KPMG or KPMG 
professionals.

System of independence quality control

Auditor independence is a shared responsibility and most effective when management, those charged with governance and audit 
firms work together in considering compliance with the independence rules. In order for KPMG to fulfill its professional responsibility 
to maintain and monitor independence, management, those charged with governance, and KPMG each play an important role.

Certain relationships with KPMG

IndependenceExecutive summary Planning & risk assessment Responsibilities Inquiries
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Management
responsibilities

KPMG 
responsibilities –
Objectives

KPMG 
responsibilities – Other

Responsibilities

— If we conclude that no reasonable 
justification for a change of the terms of the 
audit engagement exists and we are not 
permitted by management to continue the 
original audit engagement, we should:

— Withdraw from the audit engagement 
when possible under applicable law or 
regulation,

— Communicate the circumstances to 
those charged with governance, and

— Determine whether any obligation, 
either legal contractual, or otherwise, 
exists to report the circumstances to 
other parties, such as owners, or 
regulators.

— Forming and expressing an opinion about 
whether the financial statements that have 
been prepared by management, with the 
oversight of those charged with governance, 
are prepared, in all material respects, in 
accordance with the applicable financial 
reporting framework.

— Establishing the overall audit strategy and 
the audit plan, including the nature, timing, 
and extent of procedures necessary to 
obtain sufficient appropriate audit evidence. 

— Communicating any procedures performed 
relating to other information, and the results 
of those procedures. 

— Communicating clearly with those charged 
with governance the responsibilities of the 
auditor regarding the financial statement 
audit and an overview of the planned scope 
and timing of the audit. 

— Obtaining from those charged with 
governance information relevant to the audit.

— Providing those charged with governance 
with timely observations arising from the 
audit that are significant and relevant to their 
responsibility to oversee the financial 
reporting process.

— Promoting effective two-way communication 
between the auditor and those charged with 
governance.

— Communicating effectively with management 
and third parties.

— Communicating matters of governance 
interest to those charged with governance.

— The audit of the financial statements does 
not relieve management or those charged 
with governance of their responsibilities.

ResponsibilitiesExecutive summary Planning & risk assessment Independence Inquiries
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Inquiries
The following inquiries are in accordance with AU-C 260

Are those charged with governance aware of:

— Matters relevant to the audit, including, but not limited to, significant related party transactions, fraud, violations or possible violations of laws or 
regulations?

— Any significant communications with regulators? 
— Any developments in financial reporting, laws, accounting standards, corporate governance, and other related matters, and the effect of such 

developments on, for example, the overall presentation, structure, and content of the financial statements, including the following:
— The relevance, reliability, comparability, and understandability of the information presented in the financial statements
— Whether all required information has been included in the financial statements, and whether such information has been appropriately 

classified, aggregated or disaggregated, and presented?

Do those charged with governance have knowledge of: 

— Fraud, alleged fraud, or suspected fraud affecting the Fund? 
— If so, have the instances been appropriately addressed and how have they been addressed? 

InquiriesExecutive summary Planning & risk assessment Independence Responsibilities
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Questions?
For additional information and audit committee resources, including 
National Audit Committee Peer Exchange series, a Quarterly webcast, 
and suggested publications, visit the KPMG Audit Committee Institute 
(ACI) at www.kpmg.com/ACI

This presentation to those charged with governance is intended solely for the 
information and use of those charged with governance and management and 
is not intended to be and should not be used by anyone other than these 
specified parties. This presentation is not intended for general use, circulation 
or publication and should not be published, circulated, reproduced or used for 
any purpose without our prior written permission in each specific instance. 
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Reference Slides
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Audit committee resources

Board Leadership Center

KPMG Institute Network provides 
executives, senior management, board 

members, industry leaders, 
government officials, academics, and 

other stakeholders with knowledge they 
can use to make informed decisions 

and meet their marketplace challenges.

https://institutes.kpmg.us/government.h
tml

Provides audit committee and board 
members with practical insights, 
resources, and peer-exchange 

opportunities focused on strengthening 
oversight of financial reporting and 

audit quality, and the array of 
challenges facing boards and 
businesses today – from risk 
management and emerging 

technologies to strategy, talent, and 
global compliance.

https://boardleadership.kpmg.us/audit-
committee.html

Engaging with directors and business 
leaders.  Articulating boardroom 
challenges.  Delivering practical 
thought leadership – on risk and 
strategy, talent and technology, 

globalization and compliance, financial 
reporting, and more – all through a 

board lens.

https://boardleadership.kpmg.us

Audit Committee Institute Government Institute
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Diversity, Equity and Inclusion
Accelerate 2025: Driving Meaningful Change

Chair and CEO
Paul Knopp

“Diversity, Equity and Inclusion are 
foundational to KPMG’s purpose, values 
and strategy. I have witnessed incredible 
change and significant progress 
throughout my 37-year career, but it has 
not been nearly enough—as a society, as 
a profession and as a firm.”

Chief DEI Officer
Elena Richards

“We believe we have a responsibility to 
make KPMG a place where all of our 
people can grow and thrive, and are 
committed to that vision. Our vision.”

Our 2025 Goals

› 50 percent of our Partners
and Managing Directors from
under-represented groups,
including a doubling of Black
representation

› 50 percent increase of Black
and Hispanic/Latinx
representation in our
workforce

› Significant increase in
representation from under-
represented groups in client
and firmwide leadership roles

Read our first U.S. Diversity, Equity & Inclusion Transparency Report:  read.kpmg.us/diversity
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ESG reporting considerations

Source: Audit committees and corporate ESG commitment: ‘Prove it’, Accounting Today, October 15, 2020

Boards and executives increasingly see ESG topics as important to long-term value creation and the 
need to meet investor demand for ESG information in a way that drives value for the organization. 

Our definition
ESG refers to strategic and operational environmental, social and governance risks and opportunities 
with the potential to have material impact on a company’s long-term financial sustainability and value 
creation.

Why ESG
Environmental criteria consider how a 
company acts in its role as a steward of nature, 
such as energy use, recycling practices, 
pollution, and natural resource conservation. 
Social criteria examine how well a company 
manages relationships with employees, 
suppliers, customers, and the community, 
including diversity and inclusion metrics.
Governance criteria are concerned with a 
company’s leadership, internal controls, 
executive pay, audits, and shareholder rights. 
An example is ethnic diversity in the board of 
directors. 

Five questions for those charged 
with governance to consider: 
1. Which ESG topics are you

measuring and reporting, and why?
2. Where are you currently publishing

your ESG reporting?
3. What processes and controls exist

over the data being collected
and reported?

4. Are you getting assurance on
ESG metrics?

5. How should those charged with
governance think about value
creation when engaging on ESG?
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ESG services
Example assurance 
services for audit clients
— Corporate social 

responsibility 
(sustainability) report 
assurance
─ Full report
─ Specific indicators

— Greenhouse gas 
attestation

— Green bonds assurance 
(use of proceeds)

— Private equity impact 
fund reporting

Level of assurance
(AICPA)
— Examination 

engagement (reasonable 
assurance – AT-C 205)

— Review engagement 
(limited assurance –
AT-C 210)

— Agreed-upon procedures 
(specific procedures –
restricted use – AT-C 
215)

Example ESG non-audit 
services for audit clients
— Readiness assessment
— Gap analysis
— Materiality assessment
— Benchmarking
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Audit quality and transparency

2020 Audit quality report
—Highlights the steps we have taken in 

2020 to evolve and enhance our audit 
practice and our firm

—Provides an overview of how we are 
strengthening our culture, continuing 
to invest in our people, and the new 
technologies that will enable our 
workforce

2020 Transparency report
—Provides more granular detail on our 

commitment to continually enhance 
audit quality

—Outlines KPMG LLP’s structure, 
governance and approach to audit 
quality

—Discusses how the firm aligns with the 
requirements and intent of applicable 
professional standards

Reports and supplements available at:
read.kpmg.us/auditquality

Planning & risk assessmentExecutive summary Independence Responsibilities Inquiries
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New auditor reporting standards

Effective for years ending on or after December 15, 2021.

— Present the opinion section first, followed by the basis for opinion section. 

— Include a statement that the auditor is required to be independent of the entity and to meet the auditor’s other ethical 
responsibilities relating to the audit.

— Expand the statement of management’s responsibility to include assessing the entity’s ability to continue as a going concern.

— Expand the description of auditor responsibilities to include exercising and maintaining professional judgment throughout the
audit, concluding on whether there are conditions or events that raise substantial doubt about the entity’s ability to continue 
as a going concern, and communicating with those charged with governance regarding, among other matters: 
— The planned scope and timing of the audit,
— Significant audit findings, and 
— Certain internal control-related matters that are identified during the audit

— When engaged by the entity, key audit matters are communicated within the auditors’ report. 

SAS 134*, Auditor Reporting and Amendments, Including Amendments Addressing Disclosures in the Audit 
of Financial Statements, aligns the content of the auditors’ report under US GAAS with the equivalent ISAs. 
The revised auditors report will:

— Include a separate ‘Other Information’ section when the annual report is available before the date of our auditors’ report. 

SAS 137*, The Auditor’s Responsibilities Relating to Other Information Included in Annual Reports, amends 
the definition of an annual report and clarifies the auditor’s responsibilities for other information included in 
the annual report, including when auditors reporting is required. The revised auditors report will: 

* Conforming changes were made to AU-C 800, 805, and 810 to incorporate Auditor Reporting Changes from SAS 134. Conforming
changes were made to AU-C Sections 725, 730, 930, 935, and 940 to incorporate auditor reporting changes from SAS 134 and 137.
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New auditor reporting standards
Basic Elements of a US GAAS Auditors’ Report Comparison

Revised auditors’ report

— Title
— Addressee
— Auditors’ opinion
— Basis of opinion
— Going concern (when applicable)
— Key audit matters
— Responsibilities of management for the financial 

statements
— Auditors’ responsibilities for the audit of the 

financial statements
— Other information (when applicable)
— Other reporting responsibilities (when 

applicable)
— Signature of the auditor
— Auditors’ address
— Date of the auditors’ report

Current report under reporting 
standards
— Title
— Addressee
— Introductory paragraph
— Management’s responsibilities for the financial 

statements
— Auditors’ responsibilities
— Auditors’ opinion
— Other reporting responsibilities (when appliable)
— Signature of the auditor
— Auditors’ address
— Date of the auditors’ report
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FY21 Year-to-Date Financial Statement Review
May 18, 2021
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ALASKA PERMANENT FUND CORPORATION  2

• Accounting net income: $13.9b
• Statutory net income: $5.3b
• Mineral revenues deposited to corpus: $207m
• POMV transfers to General Fund: $2.3b
• Total return 22.69%

Highlights as of March 31st
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ALASKA PERMANENT FUND CORPORATION  3

Assets FY21 as of 3/31 FY20

Cash $5,616.8 $4,815.9

Receivables 670.0 2,194.7

Investments 73,099.2 60,894.0

Total Assets $79,386.0 $67,904.6

Total Assets (millions)
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ALASKA PERMANENT FUND CORPORATION  4

Investments at Fair Value FY21 as of 3/31 FY20

Marketable debt securities $15,648.2 $13,595.5

Preferred and common stock 29,527.4 25,109.8

Real estate 5,374.5 4,303.6

Absolute return 5,026.1 4,288.5

Private equity 13,222.6 9,803.9

Infrastructure 2,237.2 1,902.3

Private credit 2,063.2 1,890.4

Total Investments $73,099.2 $60,894.0

Investments (millions)
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ALASKA PERMANENT FUND CORPORATION  5

Investments at Fair Value FY21 as of 3/31 FY20 as of 3/31

Marketable debt securities $15,648.2 $11,398.2

Preferred and common stock 29,527.4 21,137.7

Real estate 5,374.5 5,480.2

Absolute return 5,026.1 4,695.8

Private equity 13,222.6 9,468.4

Infrastructure 2,237.2 3,320.8

Private credit 2,063.2 1,903.3

Total Investments $73,099.2 $57,404.4

Investments One Year Ago (millions)
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ALASKA PERMANENT FUND CORPORATION  6

Liabilities FY21 as of 3/31 FY20

Accounts Payable $2,273.9 $2,581.9

Income Distributable 791.5 20.5

Total Liabilities $3,065.4 $2,602.4

Liabilities (millions)
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ALASKA PERMANENT FUND CORPORATION  7

Fund balances FY21 as of 3/31 FY20

Nonspendable $59,061.7 $52,408.1

Committed 3,102.6 3,091.5

Assigned 14,156.3 9,802.6

Total fund balances $76,320.6 $65,302.2

Total liabilities and fund 
balances

$79,386.0 $67,904.6

Fund Balances (millions)
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ALASKA PERMANENT FUND CORPORATION  8

Fund Balances FY21 as of 3/31 FY20 as of 3/31

Contributions & Appropriations $46,825.9 $41,822.1

Unrealized Appreciation 12,235.8 1,792.4

Total Nonspendable $59,061.7 $43,614.5

Total Committed $3,102.6 $7,865.3

Realized Earnings $10,580.8 $7,850.6

Unrealized Appreciation 3,575.5 673.5

Total Assigned $14,156.3 $8,524.1

TOTAL FUND BALANCES $76,320.6 $60,003.9

Fund Balances One Year Ago (millions)
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ALASKA PERMANENT FUND CORPORATION  9

Nonspendable

59,061.7 

3,102.6 

14,156.3 

Nonspendable Committed Assigned

46,825.9 

12,235.8 

Deposits Unrealized Appreciation
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ALASKA PERMANENT FUND CORPORATION  10

Committed

59,061.7 

3,102.6 

14,156.3 

Nonspendable Committed Assigned

3,069.3 

33.3 

General Fund ACIF
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ALASKA PERMANENT FUND CORPORATION  11

ALASKA PERMANENT FUND
GENERAL FUND COMMITMENT

FISCAL YEAR ENDING JUNE 30, 2021
(millions)

FISCAL GAAP STATE vs APFC
YEAR MARKET VALUE AMERADA HESS MARKET VALUE

2016 52,770 424 52,345
2017 59,785 424 59,361
2018 64,894 424 64,470
2019 66,300 424 65,876
2020 65,302 424 64,878

Average market value 61,386 
PERCENTAGE from AS 37.13.140(b) 5.00%

Amount available for appropriation per AS 
37.13.140(b) 3,069 

General Fund Transfer Calculation
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ALASKA PERMANENT FUND CORPORATION  12

Assigned

59,061.7 

3,102.6 

14,156.3 

Nonspendable Committed Assigned

10,580.8 

3,575.5 

Realized Earnings Unrealized Appreciation
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ALASKA PERMANENT FUND CORPORATION  13

Revenues FY21 ytd FY20

Interest $323.4 $492.9

Dividends 380.1 515.3

Real estate and other income 349.0 394.7

Total interest, dividends & other income $1,052.5 $1,402.9

Total increase in fair value of investments 12,989.7 361.8

Total Revenues $14,042.2 $1,764.7

Revenues (millions)

44 of 61



ALASKA PERMANENT FUND CORPORATION  14

Net increase (decrease) in fair value FY21 ytd FY20

Marketable debt securities $(122.5) $433.9

Preferred and common stock 9,450.1 40.7

Real estate (2.7) (456.4)

Absolute return 553.1 44.4

Private equity 3,446.7 886.0

Infrastructure 247.8 (347.9)

Private credit 118.6 (5.1)

Derivatives & Currency (701.4) (233.8)

Total net increase $12,989.7 $361.8

Net Change in Investments Value (millions)
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ALASKA PERMANENT FUND CORPORATION  15

Expenditures FY21 ytd FY20

Operating expenditures $(131.0) $(120.4)

Other legislative appropriations (8.4) (7.8)

Total expenditures $(139.4) $(128.2)

Excess of revenues over expenditures     $13,902.8 $1,636.5

Expenditures  (millions)
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ALASKA PERMANENT FUND CORPORATION  16

FY21 ytd FY20

Accounting (GAAP) net income $13,902.8 $1,636.5

Unrealized (gains) losses (8,597.8) 1,490.0

ACIF realized income $(33.3) $(20.5)

Statutory net income $5,271.7 $3,106.0

Statutory Net Income  (millions)
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ALASKA PERMANENT FUND CORPORATION  17

Other financing 
sources (uses) FY21 ytd FY20

Transfers in $207.1 $319.0

Transfers out (3,091.5) (2,953.6)

Net change in fund balances $11,018.4 $(998.1)

Fund balances Beginning of period $65,302.2 $66,300.3

End of period $76,320.6 $65,302.2

Changes in fund balances  (millions)
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SUBJECT:   FY21 Year-to-Date Financial Update ACTION: 

DATE:         May 18, 2021 INFORMATION: X 

KEY TAKEAWAYS: 

• Total return for the first three quarters of FY21 of 22.69%; 5.95% for the quarter
ended March 31, mostly fueled by private (18.77%) and public equity (8.49%)
returns

• Accounting net income year-to-date of $13.9 billion, with $4.5 billion earned in
the third quarter, well ahead of Callan’s high forecast of $8.7 billion for the year

• Realized (statutory) net income year-to-date of $5.3 billion, $2.4 billion generated
in the quarter ended March 31

• Fund value as of March 31of $76.3 billion, an $11 billion increase from the $65.3
billion at the end of the prior year

• $750 million transferred to the General Fund during the third quarter in
accordance with SB26; $450 million in January and $300 million in March for a
total of $2,300 million through the third quarter

• $89 million of mineral deposits transferred in during the quarter ended March 31
for a total of $207 million year-to-date

• Committed Earnings Reserve balance of $3.1 billion for FY22 General Fund
transfers ($3.069 billion) and the transfer to ACIF ($33 million)

Financial results for the third quarter of FY21 continued to reflect the unusually strong 
performance in the public and private equity markets, giving rise to earnings at 
unprecedented levels.  Overall, the fund recorded unrealized gains of $2.1 billion 
between the end of December and the end of March, for a total of $8.6 billion for the first 
three quarters of the fiscal year.  The largest gains by far were experienced in the public 
equity portfolio which gained nearly $1 billion in value during the quarter.  In addition, 
$2 billion in gains were realized during the quarter ended March 31st, primarily through 
rebalancing the overweight to public equities resulting from strong market performance. 

Net assets increased by $11 billion year-to-date through March.  This is a result of net 
income of $13,903 million and $207 million received in mineral royalty deposits offset 
by the FY21 POMV transfer to the State of Alaska General Fund in the amount of $3,092 
million.  Corporate operating expenses and other appropriations for the first three 
quarters totaled $139 million. 

Two transfers to the General Fund were made during the third quarter of FY21 totaling 
$750 million, bringing total transfers for the year to $2,300 million.  Staff is in 
communication with the cash managers at the Department of Revenue to ensure that 
amounts designated for the General Fund remain invested in the Fund as long as possible, 
while being available to meet the liquidity needs of the State. 
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Fiscal Year 2021 Net Assets

Balances through March 31, 2021 (in millions)

Total assets 79,386.0$  

Less liabilities (3,065.4) 

Net assets 76,320.6 

Fund Balances: 
Non-spendable

Permanent Fund corpus—contributions and appropriations 46,825.9 

Not in spendable form—unrealized appreciation on invested assets 12,235.8 

Total non-spendable fund balance 59,061.7 

Committed
General Fund Commitment 3,069.3 

Current FY AK Capital Income Fund 33.3 

Committed fund balance 3,102.6 

Assigned for future appropriations
Realized earnings 10,580.8 

Unrealized appreciation on invested assets 3,575.5 

Total assigned fund balance 14,156.3 

Total fund balances 76,320.6$  

Fiscal Year 2021 Income

For the nine months ending March 31, 2021 (in millions)

Statutory (Realized) Net Income
Interest, dividends, real estate, and other income 1,052.5$  

Realized gains on the sale of invested assets 4,391.9 

Less operating expenses/legislative appropriations (139.4) 

Less Alaska Capital Income Fund committed realized earnings (33.3) 

Statutory net income 5,271.7 

GAAP (Accounting) Net Income
Statutory net income 5,271.7 

Unrealized gain on invested assets 8,597.8 

Alaska Capital Income Fund committed realized earnings 33.3 

Accounting net income 13,902.8$  

Financial Report 
March 31, 2021
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Statutory Net Income, Fiscal Years 2018 - 2021

• FY18 statutory net income was $6,324.4 million.
• FY19 statutory net income was $3,305.1 million.
• FY20 statutory net income was $3,106.0 million.
• FY21 statutory net income through March 31st was $5,271.7 million.

GAAP Accounting Net Income (Loss), Fiscal Years 2018 - 2021

• Accounting net income is the same as statutory net income, except it includes unrealized gains and losses.
• Accounting net income for FY18 was $5,525.5 million.
• Accounting net income for FY19 was $3,765.8 million.
• Accounting net income for FY20 was $1,636.5 million.
• Accounting net income for FY21 through March 31st was $13,902.8 million.
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• Comprised of receipts from interest on fixed income, real estate rentals, stock dividends, and all realized gains and
losses on the sales of invested assets, less AK Capital Income Fund committed amounts and operating expenses.
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Market Value of Fund Net Assets, Fiscal Years 2018 - 2021

• FY18 net assets as of June 2018 were $64.9 billion, an increase of $5.1 billion over the FY17 ending balance.
• FY19 net assets as of June 2019 were $66.3 billion, an increase of $1.4 billion over the FY18 ending balance.
• FY20 net assets as of June 2020 were $65.3 billion, a decrease of $1.0 billion from the FY19 ending balance.

Dedicated Mineral Revenues, Fiscal Years 2018 - 2021

• FY18 mineral revenue was $353.1 million.
• FY19 mineral revenue was $385.2 million.
• FY20 mineral revenue was $319.0 million.
• FY21 mineral revenue as of March 31st was $207.1 million.

(m
ill

io
ns

)
(m

ill
io

ns
)

• FY21 net assets as of March 31st were $76.3 billion, an increase of $11.0 billion from the FY20 ending balance.
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Alaska Permanent Fund Historical Returns, Fiscal Years 2000 - 2020
Total return minus inflation equals real return

• Total return annualized over 36 years is 8.68%
• Real return annualized over 36 years is 6.14%

Alaska Permanent Fund Historical Returns, Fiscal Year 2000 - 2020
Total return minus unrealized gains/losses equals realized return

• Total return annualized over 36 years is 8.68%
• Realized return annualized over 36 years is 7.43%
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Audit Committee of the Board of Trustees
2021 Annual Self-assessment

General Questions (some may not apply):

1.

2.

3.

4.

5.

6.

7.

8.

9.

10.

11.

12.

13.

14.

APFC Charter Specific Questions:

15.

16.

17.

18. Has APFC financial and accounting personnel succession planning been reviewed?

19.

20.

21.
Has the appropriateness and quality of accounting principles applied to the financial statements, including estimates and 
disclosures, been discussed?

Have significant changes to accounting principles been discussed?

Has the independence and performance of the auditors been reviewed?

Does the audit committee help to establish the right  "tone at the top" promoting organization-wide awareness of corporate 
ethics, quality financial reporting, and strong internal controls?
Does the audit committee make inquiries of the appropriate parties (external auditor, management, etc.) on the depth of 
experience and sufficiency of staff?
Does the audit committee review the management recommendation letters written by the auditor to ensure that all 
significant matters raised are addressed?
Are the audit committee's meeting packages complete and received with enough lead time?  Do they include the right 
information to allow meaningful discussion?
Is there appropriate consideration in the audit committee's discussions of the company's financial reporting risks and the 
related internal controls?

Do executive sessions held with the independent auditor result in candid discussion of relevant issues?

Is there active consideration of the audit plan and results of the independent audit?

Are adjustments to the financial statements that resulted from the audit process reviewed by the audit committee, regardless 
of whether they were recorded by management?
Is the audit committee charter used as a document to guide the committee in its efforts, and to help guide the committee's 
agenda?

Has the audit committee reviewed the adequacy of the charter within the last three years?

Have any legal matters that could impact the Fund's financial statements been discussed with legal counsel?

Has the audit committee overseen the role of the external auditors from selection to termination?

Per the AICPA, the self-assessment should aid the audit committee in assessing its strengths and weaknesses and lay a 
foundation for future improvement.

Has the audit committee developed a continuing education program to enhance its members' understanding of relevant 
auditing, accounting, regulatory, and industry issues?
Are new audit committee members provided with an orientation program to educate them on the company and their 
responsibilities?
Does the audit committee consider the pressures on management that may impact the quality of financial reporting (e.g. 
earnings targets, resource limitations, and performance measures)?

Does the audit committee dedicate appropriate time and resources to execute its responsibilities?

Is the level of independence of the audit committee acceptable?
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