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Two Account Structure

Principal

is constitutionally established as
the permanent part of the Fund

grows through royalty
contributions, special
appropriations, and inflation
proofing

is to be used only for income-
producing investments

Earnings Reserve Account

= s statutorily established to hold the
net income from the Fund'’s
investment portfolio

= grows through the receipt of
statutory net income — monthly cash
inflows from investments and net
income from asset sales

* isavailable for Legislative
appropriation
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Prl nCI pal COntrI bUtIOnS inception through April 30, 2021

$17.8 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.



ERA: Statutory Net Income

AS 37.13.140 (a) directs the net investment

Total Return vs Statutory Net Income (mitiions) /
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FY21 as of April 30, 2021
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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.




Asset Allocation

1980 1983 1990 2021 Target
1997 2000 2006

D (VD

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

m Cash



Resolutions 03-05, 04-09

POMV

= Supporting a constitutional amendment to limit the
annual Fund payout to not more than a 5% POMV
averaged over a period of 5 years.

" |Implementation of a constitutional POMV spending
limit for the Fund, has the accompanying benefit of
assuring permanent inflation proofing of the Fund.



Fund Structure - current

Contributions Income Producing Investments

« Rovalties <> Principal = Alaska Permanent Fund Corporation
. SchiaI Appropriations o « Alaska Constitution, APFC + Management and Investment of the Fund
« Inflation Proofing Article IX, Section 15 » Single Asset Allocation (pro-rata shares)

+ Stocks, Bonds, Real Estate, Alternatives

-3
e5

Earnings o
Reserve . % Market Value -
Account 3

Sale and Distribution of Assets

g « Statutory Net Income AS 3713.140
e Cash Flow Income

i

Earnings Reserve Account

« Alaska Statutes AS 3713.145(a)
+ Realized gains/losses from sale of assets
+ Realized gains/losses + Pro-Rata share of investments and net unrealized gains
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Endowment Structure — propose

Constitutionally Protected
Royalties
Special Deposits

Sale and Distribution of Assets Income Producing Investments

Cash Flow Income Alaska Permanent Fund Corporation
Gains/losses Management and Investment of the Fund
Single Asset Allocation

Stocks, Bonds, Real Estate, Alternatives

Alaska
Permanent
Fund

Contributions

% Market Value - POMV

Percent of Market Value
Average Market Value for the first 5 of the
preceding 6 Fiscal Years

Subject to annual appropriation
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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
* FYi9POMV  $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%
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Va | UES inBillions

PRINCIPAL

W Contributions Unrealized Gains

FY16 JUN 30

$44.2 B

FY21 APR 30

$59.5B

EARNINGS RESERVE ACCOUNT

B Uncommitted Realized Earnings

FY16 JUN 30
$8.6 B

FY21 APR 30
$18.3B

Unrealized Gains

POMV



Performance



Callan’s
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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Pe I‘fO rMance as of April 30, 2021

FY20

3 Year
5 Year

Total Fund

2.01%

10.92 %
11.46 %

Passive Index

1.28 %

10.46 %
9.99 %

Performance
Benchmark
2.05%

10.86 %
10.60 %

Objective
CPI + 5%
5.65 %

7.15 %
7.22 %

10 Year
37 Year

8.67%

9.02%

6.81%

Na

7-94%
9.13%
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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 (Rt In Alaska, the latter function has come into sharper focus, as the

SRR AT Fund income supports the State budget in an era of lower oil

FUNDS IN SAVING, STABILIZATION,

AND GENERATING INCOME reve n U e S -

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

Annual Report
Board Resolutions
Trustees Papers
WHO WEARE v WHATWEDOS RD OF EES v PERFORMANCE EDUCATION v Board Meetings
. Education

APFC FACEBOOK | LINKEDIN | CONTACTUS | Q SEARCH

- Videos
c - — T An Alaskan’s Guide
' Monthly Fund Values
Financial Statements

INVESTING FOR ALASKA
INVESTING FOR THE LONG RUN Performance Reports

And so much more...

Follow APFC
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https://apfc.org/

APEKC

Integrity - Stewardship - Passion
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