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The Alaska Constitution

In 1976, Alaskans voted, 75,588 to 38,518, in favor to amend the Constitution of the State of Alaska
and created the Alaska Permanent Fund.
Alaska Constitution Article IX, Section 15

Alaska Permanent Fund

At least twenty-five percent of all mineral lease rentals, royalties, royalty sale proceeds,
federal mineral revenue sharing payments and bonuses received by the state shall be
placed in a permanent fund, the principal of which shall be used only for those income-
producing investments specifically designated by law as eligible for permanent fund

investments. All income from the permanent fund shall be deposited in the general fund
unless otherwise provided by law.



The Corporation

Four years after the Alaska Permanent Fund was approved
by voters, the Alaska State Legislature passed SB 161 in
1980, establishing the Alaska Permanent Fund Corporation.

APFC’s Mission

To manage and invest the assets of the permanent fund and
other funds designated by law in accordance with
AS 37.13.010-37.13.190.

Alaska Permanent Fund
* Principal — Constitution and AS 37.13.010
= Earnings Reserve Account —AS 37.13.145 (a)

Amerada Hess Fund — AS 37.13.145 (d)
= AKCapital Income Fund — AS 37.05.565

Alaska Mental Health Trust Fund — AS 37.13.300
= Alaska Mental Health Trust Authority

ALASKA PERMANENT
FUND CORPORATION



Board of Trustees

A fiduciary is a person or
organization that acts on behalf
of another person or persons to

As the fiduciaries, the Trustees have a duty to Alaskans in assuring that manage assets. Essentially,
the Alaska Permanent Fund is managed and invested in a manner a fiduciary owes to that other

consistent with legislative findings in AS 37.13.020. entity the duties of good
faith and trust. The highest legal
duty of one party to another,
being a fiduciary requires being
bound ethically to act in the

=  The Fund’s goal should be to maintain safety of other's best interests.
principal while maximizing total return. - Investopedia

A six-member, governor-appointed Board of Trustees is entrusted
with the fiduciary oversight of the Fund.

*=  The Fund should provide a means of conserving a
portion of the state’s revenue from mineral resources
to benefit all generations of Alaskans.

=  The Fund should be used as a savings device managed
to allow the maximum use of disposable income from
the Fund for the purposes designated by law.
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Investment Management

Constitutional and Statutory Mandates

= Principal provides permanent savings

= ERA holds the investment income for appropriation
= Prudent rules govern Saving, Spending, and Growth

APFC Stewardship

= Quasi-independent

= Long-term horizon — Prudent Diversification
= Accountability

= Resources

A robust, healthy Permanent Fund is important to all
generations of Alaskans.




Key Questions...

= How much do we make?
= How do we invest?

* How does Principal grow?

* How does the ERA grow?

= How much can we draw?



How much do we make?




Monthly Reporting

=  Accountability and transparency have driven
our operations from our very beginnings as
an independent state corporation
accountable to the public.

*  Financial and performance reports are
produced monthly to ensure point-in-time
accuracy of data and compliance with
policies and laws.

=  APFCfinance staff reconcile values for the
Principal and ERA accounts at the close of
each month. The Fund has more than 700
investment accounts, each represents .
anywhere from one private investment to | - —_—

hundreds of public equity holdings. _ e e
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Va | UES inBillions

FY21 MID YEAR TOTAL PRINCIPAL $57.8 FY21 MID YEAR TOTAL ERA $14.0

FY21 DEC 31
FY21 DEC 312

FY16 TOTAL PRINCIPAL $44.2 FY16 TOTAL ERA $8.6

FY16 JUN 30
FY16 JUN 30

m Contributions M Unrealized Gains W Realized Earnings B Unrealized Gains mPOMV
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Sources of Change in Value
FY20 End to FY21 Mid Year

Sources of Change in Value Ss in millions
FY20 Total Fund 65,302.2
Net Investment Revenues 9,419.5

Cash Flow Income 587.2

Realized Gains 2,373.2

Unrealized Gains 6,520.3

Expenditures (61.2)
Royalties 117.9
FY21 POMV to General Fund (3,091.5)
FY21 Mid Year Total Fund 71,748.1

Statutory Net Income AS 37.13.140

Net Investment Revenues 9,419.5
Unrealized Gains (6,520.3)
AK Capital Income Fund (18.4)
FY21 YTD to ERA 2,880.8
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Financial Statements

APFC issues monthly financial
statements for the Fund that reconcile
values for the total Fund, the Principal,
and ERA.

Includes monthly values for -

= Contributions to Principal

=  Known commitments from the ERA,
and the net realized earnings that
remain unspent

» Unrealized gains for both accounts

= Statutory netincome to the ERA

= Asset valuations

= Revenues and expenditures

ALASKA PERMANENT FUND

Balance Sheets
TUnaudited December 31, June 30,
(millions of dollars) 2020 2020
Assets
Cash and temporary investments $ 5,746.5 48159
Recervables, prepaid expenses and other assets 662.6 2,194.7
Investments:
Marketable debt securities 15,229.5 13,595.5
Preferred and common stock 29,068.3 25,109.8
Real estate 4,964.3 43036
Absolute return 4,604.2 42885
Private credit 1,944.7 1,890.4
Private equity 11,420.6 9,803.9
Infrastructure 2,126.9 1.902.3
Total investments 69,358.5 60,894.0
TOTAL ASSETS $ 75,767.6 67,904.6
Liabilities
Accounts payable 2,478.0 2,581.9
Income distributable to the State of Alaska 1,541.5 20.5
TOTAL LIABILITIES $ 4.019.5 2.602.4
Fund Balances
Nonspendable:
Permanent Fund corpus - contributions and appropriations 46,736.7 46,618.8
Unrealized appreciation on mnvested assets 11,064.1 5.789.3
Total nonspendable 57,800.8 52.408.1
Committed:
General Fund appropriation 3,069.3 3,091.5
Current FY AK Capital Income Fund 18.4 -
Total conmmitted 3,087.7 3,091.5
Assigned for future appropriations:
Realized earnings §,189.8 8,378.3
Unrealized appreciation on mnvested assets 2.669.8 1.424.3
Total assigned 10,859.6 9.802.6
TOTAL FUND BALANCES $ 71.748.1 65.302.2
TOTAL LIABILITIES AND FUND BALANCES $ 75.767.6 67.904.6




Performance

Monthly performance report
includes 6 pages of —

=  Market Values
=  Performance:
1mo, 3mo, FYTD, CYTD,
1Yr, 3Yrs, 5Yrs
= Total Fund
= Benchmarks
=  Asset Classes
= Holdings
= |ndex Comparisons

ALASKA PERMANENT
FUND CORPORATION

Board of Trustees - Monthly Performance Report - December 31, 2020

Returns are provided by Callan LLC, are annvalized for periods greater than one yer, and are net of fees after 7/1/2020, Also see "Notes and References” below,

g

1 TOTAL FUND »

2 Passive Index Benchmark' ®
3 Performance Benchmark” ®

4 Total Fund Return Objective”

5 PUBLIC EQUITY
& MSCI ACWI IMI
7 INTERNATIONAL EQUITY
8 MSCIACWI IMIEX-US
% GLOBAL EQUITY
10 MSCIACWI IMI
11 DOMESTIC EQUITY
12 RUSSELL 3000 INDEX

13 FIXED INCOME

1.4 FINED INCOME BENCHMARK®

15 USFIXED INCOME AGGREGATE

16 BB AGGREGATE

17 US INVESTMENT GRADE CORPORATE
18 BB CORPORATE

19 NON US FIXED INCOME

20 BB GLOBAL TREASURY EX-US

21 GLOBAL HIGH YIELD

22 BB US HIGH YIELD 2% ISSUER CAP
23 EMERGING MARKET DEBT

24 EMD BENCHMARK®

25 TIPS

26 BB US TIPS

27 FIXED INCOME CASH

28 90 DAY T-BILLS

29 DOMESTIC STRUCTURED PRODUCTS
30 BB US SECURITIZED

31 ABSOLUTE RETURN
32 HFRI TOTAL HFOF UNIVERSE

13 RISK PARITY
34 HFRI RISK PARITY 12% VOL

12/31/2020 Market Value*

73,914,796,092

29,625,130,859
8,514,454,177
11,843,825,825

9,266,540,888

15,331,831,972

4,600,992,212

4,574,605,882

1,281,491,776

1,505,070,848

940,405,403

464,004,818

479417, 219

AB5,749,193

4,193,963,210

690,942,953

(A)
1 Month

3.09%
3.77%
2.98%
0.50%

5.62%
4.97%
6.50%
5.62%
5.29%
4.97%
5.23%
4.50%

0.71%
0.60%
0.23%
0.14%
0.52%
0.44%
0.31%
0.38%
2.02%
1.88%
3.06%
2.69%
1.13%
1.15%
0.01%
0.01%
0.35%
0.25%

2.94%
4.47%

4.08%
4.23%

(8}
3 Months

9.95%
11.57%
9.35%
1.30%

18.02%
15.70%
18.68%
17.22%
16.66%
15.70%
19.36%
14.68%

277%
2.22%
1.20%
0.67%
3.44%
3.05%
0.75%
0.71%
6.23%
&.44%
9.44%
770%

1.62%
0.03%
0.03%
0.46%
0.31%

570%
10.68%

10.20%
11.25%

€}
FYTD

(& Months)
15.74%
18.24%
15.57%

3.48%

27.32%
25.08%
28.71%
25.19%
25.36%
25.08%
28.90%
25.24%

4.41%
3.62%
2.24%
1.29%
5.24%
4.63%
1.31%
1.30%
11.26%
11.32%
11.35%
9.27%
4.74%
4.70%
0.05%
0.07%
0.91%
0.55%

8.22%
15.58%

15.76%
1677%

(0) (€)
CYTD 1 Year
(12 Months) (12 Manths)
12.15%  12.15%
12.38% 12.38%
11.48% 11.48%
6.37% 6.37%
16.76% 16.76%
16.25% 16.25%
1472%  14.72%
11.02%  11.12%
18.53%  18.53%
16.25% 16.25%
15.91% 15.91%
20.89%  20.89%
4.71% 4.71%
3.27% 3.27%
8.52% 8.52%
7.51% 7.51%
11.02% 11.02%
9.89% LR
4.00% 4.00%
371% 371%
6.36% 6.36%
7.05% 7.05%
3.80% 3.80%
4.02% 4.02%
1.21% 11.21%
10.99% 10.99%
1.00% 1.00%
0.67% 0.67%
7.64% 7.64%
1161%  11.61%
9.41% 2.41%
10.08% 10.08%

(F}
3 Years

(36 Months)
B.67 %
8.06%
8.54%
6.85%

9.53%
.72%
5.81%
4.83%
10.86%
Q72%
11.20%
14.49%

5.36%
4.59%
5.85%
5.34%
7.62%
7.06%
4.91%
4.87%
573%
&.21%
3.87%
4.09%
5.85%
5.92%
1.88%
1.60%

4.80%
5.50%

(G}
5 Years
(60 Months)
10.09%
9.40%
2.68%
6.95%

12.41%
12.15%
10.68%

8.98%
12.51%
12.15%
13.55%
15.43%

4.98%
4.44%
7.44%
6.7 4%
4.24%
4.32%
7.73%
8.57%
6.81%
6.97%
4.93%
5.08%

4.83%
£.10%



Pe I’fO FMANCE asof December 31, 2020

FY20

3 Year
5 Year

10 Year

37 Year

Total Fund

2.01%

Passive Index

1.28 %

Performance
Benchmark

2.05 %
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How do we invest?




Fund Total Value and Returns in millions

1977 Initial Legislation permitted an investment list

. . . . $70,000 30%
that included only fixed income securities such .
25%
as treasury bonds. 60 000 7
! 20%
1983 Following changes to the statutory investment $50,000 e — —_— 15%
list, the Fund makes its first investment in the 10%
stock market, and later that year, indirectly held $40,000 ‘ 5%
real estate. 0%
$30,000 = :
. -5%
1990 Afterthe Legislature expands the statutory 520,000 o
. . . . . ! -1070
investment list, the Fund begins to invest in stock
. . -1£9%
and bond markets outside the United States. $10,000 157
il
2005 The Legislature makes a significant change in $0 atl -25%
how P Fund i tment RIZIB BB 3332883828 aadFRIA
ow el.'manent un |.nve5 ments are 9292999999 98 S8 S 299 9 9
determined, by removing the allowed ™
investment list from state law. mmmm Market Value Total Return

The Trustees will make investment decisions under
the guidelines of the prudent investor rule.



Asset Allocation

1980 1983 1990 2021 Target
1997 2000 2006

D (V™

m Bonds
Stocks
Real Estate
Private Equity
m Absolute Return
m Private Income
m Risk Parity

m Cash



P rOJ e Ct I O n S FY 2 1 excerpt from APFC's History & Projections — December 31, 2020

Total
Return Inflation Real Return

FY21 Lo -0.127% 2.25% -2.42% 4.27%
FY21 Mid 6.48% 2.25% 4.23% 5.45%
FY21 Hi 13.89% 2.25% 11.64% 6.83%

Based on 2020 Callan Capital Market Assumptions.
Actual Results will vary.



History & Projections

Issued monthly in conjunction with financial
statements.

Values based on historical actuals, current
fiscal year status, and projections for —

* Principal, ERA and Total Fund Balances

* Principal contributions: royalties, inflation
proofing, special appropriations

»= ERA statutory net income, dividend and
POMYV withdrawals, transfers to Principal

= AKCapital Income Fund — Amerada Hess

» (Callan's 10-year capital markets forecast
» Forecasted Total and Real Returns

=  POMV Distribution Calculations

= Statutory Dividend Transfer Calculation
* YTD Statutory Net Income Tracking

ALASKA PERMANENT
FUND CORPORATION
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Callan’s Long-Term
Capital Market Projections

Callan Callan

Asset Class FY21-FY30 FY22-FY31

Public Equities 7.35% 6.85%

Fixed Income 3.05% 2.20%

Private Equity and Growth Opportunities 6.25% 8.00%
Real Estate 6.45% 5.75%

Private Infrastructure /Credit/Income 5.00% 6.40%
Absolute Return 6.20% 4.00%

Risk Parity 6.20% 5.25%

Cash 2.25% 1.00%

Total Fund 6.75% 6.20%

Inflation 2.25% 2.00%
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How does Principal grow?



Principal

Constitutionally established as the
permanent part of the Fund

Grows through
= royalty contributions
= special appropriations
= inflation proofing

s to be used only for
" income-producing investments



Principal Contributions iesiontwossnoecembers, z0x

$17.7 Billion Royalty Deposits - AS 37.13.010 (a) (1) and (a) (2)
The constitutionally minimum required 25% of royalty proceeds, and the statutorily
mandated deposits of 50% for leases after 1979.

$18.0 Billion Inflation Proofing - AS 37.13.145 (c)

The inflation proofing calculation is based on deposits into the Principal of the Fund and
the inflation rate as calculated per statute.

$11.0 Billion Special Appropriations — AS 37.13.010 (a) (3)
Legislative Deposits from both the General Fund $2.7 B and the ERA $8.3 B.



How does the ERA grow?



Earnings Reserve Account (ERA)

= Statutorily established under
AS 37.13.145 (@) as a separate accountin
the Fund to hold the investment income

= |sto beinvested ininvestments
authorized under AS 37.13.120

= Grows through receipt of statutory net
income

= [savailable for Legislative appropriation

ALASKA PERMANENT FUND CORPORATION 25




Renewa ble ReSOU rce Historically, the Alaska

Permanent Fund has
been used as a savings

Contributions Income Producing Investments

- Rovalties Principal « Alaska Permanent Fund Corporation dEV|Ce to generate
- Special Appropriations . Ala'ska Constltgtlon, . M_anagement and In\_restment of the Fund revenues and pay
- Inflation Proofing Article IX, Section 15 * Single Asset Allocation (pro-rata shares)

+ Stocks, Bonds, Real Estate, Alternatives

dividends to eligible

Alaskans.
o .
o2 Today, the Fund is used
33 to support the State’s
Q =
Earmings o, General Fund through
Principal Reserve " for State Government & PFDS the POMV Draw for

statewide services and
programs, including the
dividend.

Sale and Distribution of Assets

* Statutory Net Income AS 3713140
* Cash Flow Income

+ Realized gains/losses

Earnings Reserve Account

« Alaska Statutes AS 37.13.145(a)
* Realized gains/losses from sale of assets
* Pro-Rata share of investments and net unrealized gains

ALASKA PERMANENT FUND CORPORATION 26



ERA: Statutory Net Income

AS 37.13.140 (a) directs the net investment

Total Return vs Statutory Net Income (mitiions) /
earnings of the Fund to the ERA and excludes

25% 7,000 . .
unrealized gains and losses.
20% 6,000
15% 5,000 5 .
Statutory Net Income is the direct result of
4,000

investment activity, and includes:

10%
[ I | I iy |
o% —_ - I o I

N 3,000
l v l ! 2000 ™ Monthly cash inflows from stock dividends,
I I I I I ‘ I I I I I I I I I I 1,000 bond interest, and real estate
5% = N \ * Realized Capital Gains/Losses: All the net
0% ’ (3,000) income (i.e., realized gains minus realized
-15% \/ (2,000) losses) generated by the sale of investments.
-20% (3,000)

01 02 03 04 o5 o6 o7 08 09 10 11 12 13 14 15 16 17 18 19 20

FY21 as of December 31, 2020
—SNI Total Return = Statutory Net Income = $2,880,800,000



How much can we draw?



Earnings Reserve Account

APFC Operating
APFC Investment Mgmt.

POMV Draw
FY21 PFD Draw
FY22 PFD Draw

Royalties - Constitutional
Royalties - Statutory
Inflation Proofing

AK Capital Income Fund

Agencies

Law

Natural Resources

Revenue

Executive Branch-wide ASEA

Enacted
FY2021

$17,680,700
$129,400,600

$3,091,492,927
$0
$0

$276,300,000
$67,900,000
$0

$30,000,000

$2,619,100

$6,147,600
$98,700

Governor
FY2021 & 2022

$18,801,700
$133,039,100

$3,069,296,016
$1,225,518,055
$2,023,947,000

$199,200,000
$41,400,000
$0

$27,161,600

$2,619,100
$6,147,600
$98,700
$21,700

'ALASKA PERMANENT FUND CORP
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Percent of Market Value - As37.13.140 (b)

= Based on market value, rather than realized income
* Subject to annual appropriation
= Predictable

= average market value of the Fund
for the first five of the preceding six fiscal years

5.25% - July 1, 2018, FY19 Effective Rate
* FYigPOMV  $2.72 billion 4.13%
* FY20POMV  $2.93 billion 4.52%
* FY21POMV  $3.09 billion ~4.68%

5.0% - July 1, 2021, FY22 Effective Rate
* FY22POMV  $3.07 billion ~4.55%
» FY23POMV  ~$3.21 billion ~4.66%
" FY24POMV  ~$3.29 billion ~4.68%

ALASKA PERMANENT FUND CORPORATION 30



Trustees’ Resolution 18-04

In providing guidance on withdrawals for the Fund and to help ensure the long-term
sustainability of using Fund earnings for the benefit of all generations of Alaskans, the Board
passed Resolution 18-04 at a special meeting on October 17, 2018.

= This resolution affirms the importance of formulaic management of transfers into and out
of the ERA to ensure sustainability and long-term growth of the Fund, by identifying four
key principles: Adherence — Sustainability — Inflation Proofing — Real Growth

Sustainability ... requires annual formulaic withdrawals from the Earnings Reserve Account at an
amount that the long-term balance of the account is able to fund. The Board has long supported
the percent of market value (POMV) concept, including a constitutional amendment that would
ensure no more than a sustainable amount was taken from the annual earnings of the Permanent
Fund (Resolutions 00-13, 03-05 and 04-09).



Primary Source of UGF Revenue- POMV
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ERA Monthly Values since POMV

Monthly Returns vs ERA Balance (in millions)
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20 Year Look Back

Total Return vs ERA Balance (in millions)
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U Se Of F U n d E a rn i n g S since inception through December 31, 2020

$71,438,300,000
A

Al J
Y Y Y
Paid Out $33.8B Saved $26.3B Unappropriated $11.3 B
=  POMYV Distributions to the General Fund $9.0B = Inflation Proofing $18.0 B *  Uncommitted Earnings $8.2 B

*= Dividend Appropriations $24.4 B =  Special Appropriations $8.3 B
=  AK<Capital Income Fund $ 383.7 M
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Evolving Role




Evolving Role of the Fund

Successful SWFs operate within a rules-based system that
allows them to perform a combination of saving, stabilization,
and income-generation functions.

[ APFC [Realtss In Alaska, the latter function has come into sharper focus, as the

L R e Fund income supports the State budget in an era of lower oil

FUNDS IN SAVING, STABILIZATION,

AND GENERATING INCOME revenUeS-

This paper proposes a number of reforms that will strengthen
the stability and sustainability of Alaska’s Permanent Fund:

LESSON # 1: MISSION CLARITY

LESSON #2: THE IMPORTANCE OF RULES

LESSON #3: SUCCESSFUL ENFORCEMENT OF SAVING RULES
LESSON #4: DESIGNING A POMV SPENDING RULE

LESSON #5: REFORMING THE ERA

https://apfc.org/report-archive/#14-33-trustees-papers
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Revenue Generation

Now, more than ever, the State is dependent upon
APFC's effective management and investment of the
Alaska Permanent Fund, one of Alaska’s primary sources
of renewable revenue.

=  The POMV draw from the Earnings Reserve Account

now supports ~70% of Alaska’s undesignated general
fund budget.

APFC's stewardship fulfills dual roles —

*  Protecting the Principal of the Fund for the benefit
of current and future generations of Alaskans.

* Providing a predictable revenue stream to help
balance the State’s budget.
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www.apfc.org
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APEKC
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