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Append ix C— U tilization Model Resu lts

Table C 12: Logistic Regression Results—Vision

Variable Coefficient Std. Error t-Stat P-Value

Constant -1.656 0.026 3989.635 0 0 0 0
Male Indicator -0.255 0 . 0 1 0 632.8 0 . 0 0 0
Native Indicator -0.236 0 . 0 1 2 413.8 0 . 0 0 0
Age -0 030 0 . 0 0 1 495.4 0 . 0 0 0
Northern Region Indicator 0.079 0 . 0 1 0 6 6 . 8 0 . 0 0 0
W estern Region Indicator -0 656 0.013 2 76.9 0 . 0 0 0
South Central Region Indicator 0.118 0 009 1568 0 . 0 0 0
South East Region Indicator 0.024 0 . 0 1 1 4.5 0.034

Tim e 0.106 0 0 0 1 5199.6 0 . 0 0 0
Kids Eligibility -1 157 0.025 2189.6 0  0 0 0
Pregnancy Eligibility - 1 . 1 2 1 0.088 161.6 0 . 0 0 0
LTC Eligibility -0 462 0057 65 3 0 0 0 0
Low Incom e/D isabled Eligibility -0 105 0031 1 1 . 8 0 . 0 0 1
Interaction: Age & Male Indicator 0 0 0 0 0  0 0 0 0 . 2 0661

Interaction: Age & Native Indicator 0  0 0 2 0  0 0 0 332 0  0 0 0
Interaction: Age & Kids Eligibility 0  060 0  0 0 1 1971 2 0  0 0 0
Interaction: Age & Pregnancy  
Eligibility 0 014 0 004 15 4 0 . 0 0 0
Interaction: Age & LTC Eligibility 0 029 0  0 0 2 342 8 0  0 0 0
Interaction: Age & Low  
Incom e/D isabled Eligibility 0 034 0  00 1 620 7 0  0 0 0

H osm er-Lem eshow  Test (X2) d f= 8 961 Significance 0 0 0
Source: Lew m (iroup & IX'ON'ortlmoi analysis oi l he ol Alaska Department o f  Health and Social Services data

The 1 1 win Group, tin. imil I COXorthwcst
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Append ix C— Utilization Model Results

Table C 13: Logistic Regression Results—Residential Psychology

Variable Coefficient Std. Error t-Stat P-Value

Constant -3.629 0.068 2815.726 0 . 0 0 0
Male Indicator 0.203 0.045 20.5 0 . 0 0 0
Native Indicator -0 . 2 2 0 0.049 19.9 0 . 0 0 0
Age -0.027 0.003 106.8 0 . 0 0 0
Northern Region Indicator -0.512 0.050 103.7 0 . 0 0 0
W estern Region Indicator -1.313 0.074 311.3 0 0 0 0
South Central Region Indicator -0.369 0.048 58.6 0 . 0 0 0
South East Region Indicator -0.315 0.055 32.7 0 . 0 0 0
Time 0.176 0.007 585.3 0 0 0 0
Kids Eligibility -2642 0.051 2735.1 0 . 0 0 0
Pregnancy Eligibility 3.003 1.145 6.9 0.009

LTC Eligibility -2.296 0.307 56.0 0 . 0 0 0
Low Incom e/D isabled Eligibility 0.174 0.097 3.2 0.073
Interaction: Age & Male Indicator 0  0 1 0 0 0 0 2 18.4 0 . 0 0 0
Interaction: Age & Native Indicator 0018 0 0 0 2 54 2 0 0 0 0
Interaction: Age & Kids Eligibility 0 027 0003 116.0 0 . 0 0 0
Interaction: Ago & Pregnancy  
Eligibility -0 393 0 064 380 0  0 0 0
Interaction: Age & LTC Eligibility - 0  028 0013 4.3 0038

Interaction: Age & Low  
Incom e/D isabled Eligibility -0 095 0005 352 0 0  0 0 0

Hosm er-Lem eshow  Test (XJ) df= 8 128 Signifi cance 0 . 0 0
Stuin'c: I cw in ( im u p  iV: I-C'< JNorlhwcs l anulvMs »»t t h e «»!’ Ahisk.i Department o f  i I c a l lh  and Socia l Service* data.

I hr I rit'in lirniiji, Inc, unit IX'OXorthicc-,1
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Append ix C— U tiliza tion Model Resu lts

Table C 14: Logistic Regression Results— HCB Waiver

Vi. r'nble Coefficient Std. Error t-Stat P-Value

Constant -6.550 0.090 5321.400 0 . 0 0 0
Male Indicator 0.383 0.039 97.3 0 . 0 0 0
Native Ind icator 0.413 0.048 74.2 0 . 0 0 0
Age 0078 0 . 0 0 2 2342.8 0 . 0 0 0
Northern Region Indicator -0.635 0  026 608.8 0 . 0 0 0
W estern Region Indicator -1.366 0.041 1099.2 0 . 0 0 0
South Central Region Ind icator -0.067 0 . 0 2 2 9.7 0 . 0 0 2
South East Region Indicator -0.217 0.025 75.8 0 . 0 0 0
Tim e 0.135 0.003 1552.9 0 . 0 0 0
Kids E lig ib ility - 2  218 0.114 378.6 0 . 0 0 0
Pregnancy Eligibility -0.306 0.272 1.3 0.261

LTC Elig ib ility 7.054 0.093 5693.5 0 . 0 0 0
Low Incom e/D isabled E lig ib ility 3.561 0  086 1700.8 0 0 0 0
Interaction: Age & Male Ind icator -0 . 0 1 1 0 . 0 0 1 248 8 0 . 0 0 0
Interaction: A ge & Native Indicator - 0 0 1 2 0 . 0 0 1 193 7 0 0 0 0
Interaction: A ge & Kids E lig ib ility -0 029 0 003 69 1 0 . 0 0 0
' *■ .ction: A ge & Pregnancy  
blu lility -0.030 0009 1 0  2 0  0 0 1
Interaction: A ge & LTC E lig ib ility -0 094 0  0 0 2 3109.8 0  0 0 0
Interaction: A ge & Low 
Incom e/D isabled Eligibility -0 064 0 . 0 0 2 16126 0  0 0 0

H osm er-Lem eshow  Test (X 2) df= 8 65 Signifi cance 0 . 0 0
Source : l .cw in  ( i r o u p  & I .C O N o r l lm o s l  nmilysis o l  ll ic o f  A laska  Department o f  I Iealth ami Soc ia l S c r \ ic e s  data

11 re I ctcin CtTOn/i, Inc. mnl l.CONortliicot
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Append ix C— Utilization Model Results

Table C 15: Logistic Regression Results— Personal Care

Variable Coefficient Std. Error t-Stat P-Value

C onstant -8.344 0.256 1066 107 0 0 0 0
Male Indicator -0 332 0.061 29 3 0 . 0 0 0
Native Indicator 0 . 0 0 0 0.082 0 . 0 0.999
Age 0.045 0 005 90 2 0 . 0 0 0
Northern Region Indicator 0050 0.029 3.0 0.083
W estern Region Indicator 0 304 0031 95.1 0 . 0 0 0
South Central Region Indicator 0.346 0.026 177.2 0 0 0 0
South East Region Indicator -0.017 0032 0.3 0 598
Tim e 0.170 0.004 1630 8 0  0 0 0
Kids Eligibility -2085 0.282 54.5 0 . 0 0 0
Pregnancy Eligibility -3.882 2.402 2 . 6 0.106
LTC Eligibility 5.309 0.259 421 4 0 0 0 0
Low Incom e'D isabled Eligibility 3.285 0 254 167 1 0 0 0 0
Interaction: Age & Male Indicator - 0  0 0 2 0  0 0 1 24 0  118
Interaction: Age & Native Indicator - 0  008 0 0 0 1 41 6 0  0 0 0
Interaction: Age & Kids Eligibility 0 039 0  006 44 1 0  0 0 0
Interaction: Age & Pregnancy  
Eligibility 0017 0 083 0 0 0 833
Interaction: Age & LTC Eligibility -0036 0 005 5*1 7 0  0 0 0
Interaction: Age & Low  
Incom e/D isabled Eligibility -0 009 0 005 3.7 0 054

Hosm er-Lem eshow  Test (X2) df= 8 47 Significance 0 0 0
Source : Lew in ( i io t ip  A !•( <) \ o r i h u c s l  analvsis o l  the o l A laska  Department o i  l Ica llh and Socia l Scr\ ices data.

I he l.cwin ilrnn/>. Inc. m u ll CONorllnrcsl
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Append ix C— U tiliza tion Model Results

Table C 16: Logistic Regression Results— Outpatient Mental Health

Variable Coefficient Std. Error t-Stat P-Value

Constant -0.396 0 023 300.754 0 . 0 0 0
Male Indicator 0 179 0.013 199.8 0 . 0 0 0
Native Indicator -0.078 0.U14 29.5 0 . 0 0 0
Age -0.028 0  0 0 1 807.4 0  0 0 0
Northern Region Indicator -0.438 0 013 1156 4 0 0 0 0
W estern  Region Indicator -0 914 0.017 2940.6 o.ono

South Central Region Indicator -0 004 0 . 0 1 1 0 . 1 0.754

South East Region Indicator -0 . 0 1 2 0.013 0.9 0.344

Tim e 0.016 0 . 0 0 2 84 4 0  0 0 0
Kids Eligibility -2.774 0 . 0 2 1 18280 1 0 0 0 0
Pregnancy Eligibility - 2  8 8 8 0  1 2 0 579 0 0  0 0 0
LTC Eligibility -1.777 0.064 7656 0 .G0 0
Low Incom e/D isabled Eligibility 0 702 0026 708.6 0 . 0 0 0
Interaction: A y . & Male Indicator -0.008 0 0 0 0 432 6 0 . 0 0 0
In teraction: Age & Native Indicator •0 0 0 1 0  0 0 0 7 6 0006

Interaction: Ago & Kids Eligibility 0 067 0  0 0 1 4293.7 0  0 0 0
In teraction: Age & Pregnancy  
Eligibility 0  026 0 005 30 0 0  0 0 0
In teraction: Age & LTC Eligibility 0 023 0  0 0 1 254 1 0  0 0 0
In teraction: Age & Low  
Incom e/D isabled Eligibility -0 005 0  0 0 1 23 4 0  0 0 0
H osm er-Lem eshow  Test (X2) d f= 8 5,013 Significance 0 . 0 0
Sou rce  l .cw in  ( i r o u p  A  l-.C O N o r l l iw c s l  . i i i . i K m s  olTlu? o f  A laska  Department o f  Health and Soc ia l Services data

Tlie I cwin Inc. mnl I ( '( IX nrthw o t



Append ix C— Utilization Model Resu lts

Table C 17: Logistic Regression Results— Pharmacy

Variable Coefficient Std. Error t-Stat P-Value

Constant 0.571 0.019 896.924 0.000
Male Indicator -0.031 0.006 23.6 0.000
Native Indicator -0.231 0.007 101-1.5 0.000
Age -0.033 0 . 0 0 1 1530.4 0.000
Northern Region Indicator -0.332 0.007 2267.3 0.000
W estern Region Indicator -1.054 0.008 17203.1 0000
South Central Region Indicator -0.199 0.007 846.4 O.uOO
South East Region Indicator -0.308 0.008 1475.9 0.000
Tim e 0.081 0 . 0 0 1 6394.9 0.000
Kids Eligibility -0.885 0 .0 I8 2385.4 0.000
Pregnancy Eligibility 0034 0.046 0.5 0459

LTC Eligibility -0.052 0.046 1.3 0258

Low Incom e/D isabled Eligibility 0607 0.026 524 7 0000
Interaction: Age & Male Indicator -0.018 0.000 4598.7 0000
Interaction: Age & Native Indicator -0.003 0.000 124 1 0.000
Interaction: Age & Kids Eligibility 0058 0 . 0 0 1 4741.6 0000
Interaction: Age & Pregnancy  
Eligibility 0024 0  0 0 2 172 8 0  0 0 0
Interaction: Age & LTC Eligibility 0.067 0  0 0 1 2906.3 0000
Interaction: Age & Low  
Incom e/D isabled Eligibility 0 046 0  0 0 1 2675 1 0.000

Hosm er-Lem eshow  Test (X;) d f= 8 1.672 Significance 0.00
Source : l .cw in ( iroup A I . O  iN o i i lm c s l  analysis o f  the o f  A laska Department o f  I Ica l lh ami Socia l S o n  ices data.

The I cwin ( in>ii/>. Inc. mnl I'.Cl)Northwc*l
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Append ix C— Utilization Model Resu lts

Table C 18: Logistic Regression Results—Transportation

Variable Coeffic ient Std. E rro r t-Stat P-Value

Constant -3.871 0.031 15891.745 0 . 0 0 0
Male Indicator -0.074 0 . 0 1 0 54.1 0.000

Native Indicator 1.186 0 . 0 1 2 10018.0 0.000

Age 0.007 0  0 0 1 29.9 0.000

Northern Region Indicator 0.965 0  0 1 1 7379.3 0 . 0 0 0
W estern Region Indicator 2.331 0 . 0 1 0 49568.9 0.000

South Central Region Indicator 1.161 0 . 0 1 1 11457.3 0 . 0 0 0
South E ast Region Indicator 1.071 0 . 0 1 2 7907.8 0.000

Time 0.058 0  0 0 1 1553.1 0.000

K ids Elig ib ility -0.296 0.028 109.6 0.000

Pregnancy Elig ib ility 0921 0.061 230.8 0 . 0 0 0
LTC  Elig ib ility 1.896 0.052 1331.1 0 . 0 0 0
Low Incom e/Disabled Elig ib ility 1.173 0 034 1157 5 0 . 0 0 0
Interaction: Age & Male Indicator -0.005 0.000 242.1 0.000

Interaction: Age & Native Indicator -0.013 0 . 0 0 0 1674.8 0.000

lnte>action: Age & K ids Elig ib ility 0015 0 . 0 0 1 119.1 0000

interaction: Age & Pregnancy 
Elig ib ility -0 . 0 0 1 0 . 0 0 2 0 . 1 0 791

ln te rac ‘ ion: Age & LTC  Elig ib ility - 0  0 0 1 0  0 0 1 0  2 0 619

In tersction : Age & Low 
Incom e/Disabled Elig ib ility 0.005 0  0 0 1 11.4 0 . 0 0 1

Hos ner-Lc-mushow Test (X 2) df=8 1.446 Sign ificance 0.00

Source : L.cwin G roup  A  l iC 'ONor lhwos l ana lys is  o f  the o f  A laska bcpurhncii t o f  I Ica l lh and Soc ia l S e n  ices data.

Tin-1.cwin Ctwiifi, Inc. nntl I CONorthwt’st
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Append ix C— U tilization Model Results

Table C 19: Logistic Regression Results—Therapy/Rehabilitation

Variable Coefficient Std. E rro r t-Stat P-Value

Constant -1.495 0.031 2266.387 0.000

Male Indicator 0.226 0.015 229.0 0.000

Native Indicator 0.079 0.017 21.3 0.000

Age -0.061 0 . 0 0 2 803.9 0.000

Northern Region Indicator -0.331 0.016 418.7 0.000

W estern Region Indicator -1.174 0.025 2246.5 0.000

South Central Region Indicator 0.262 0.013 384.3 0.000

South East Region Indicator -0.174 0.018 97.5 0.000

Time 0.098 0 . 0 0 2 1855.5 0.000

Kids Elig ib ility -2.396 0.028 7146.2 0.000

Pregnancy Elig ib ility -1.626 0.160 102.7 0.000

LTC  Elig ib ility 0.812 0.048 286.4 0 . 0 0 0
Low Income/Disabled Elig ib ility -0.806 0.036 496.1 0.000

Interaction: Age & Male Indicator -0 . 0 1 0 0 . 0 0 0 510.1 0.000

Interaction: Age & Native Indicator -0.008 0 . 0 0 1 2 1 0 . 2 0.000

Interaction: Age & K ids Elig ib ility 0 076 0 . 0 0 2 1 2 1 0 . 8 0.000

Interaction: Age & Pregnancy 
Elig ib ility 0.013 0.007 3.4 0 064

Interaction: Age & LTC  Elig ib ility 0 033 0  0 0 2 205.0 0.000

Interaction: Age & Low 
Income/Disabled Elig ib ility 0.060 0.C02 752.2 0 . 0 0 0

Hosm er-Lem eshow Test (X 2) df=8 19.6 Sign ifi cance 0 . 0 1
Source: Lcvviii Group iV: ECONorlhwest analysis of the ol’Alaska Department of Health and Social Services data.

The l.cwin Group, Inc. mnl TCONorlhwcat
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Append ix C— U tiliza tion Model Resu lts

Table C 20: Logistic Regression Results— DME/Supplies

Variable Coefficient Std. Error t Stat P-Value

Constant -2.787 0.039 5160.592 0 . 0 0 0
Male Indicator 0 . 2 0 1 0.015 175.3 0 . 0 0 0
Native Indicator -0 . 1 0 2 0.018 33.0 0 . 0 0 0
Age -0 . 0 1 1 0 . 0 0 2 40.2 0 . 0 0 0
Northern Region Indicator -0 239 0.013 316.1 0 . 0 0 0
W estern Region Indicator -0.779 0.019 1762.9 0 . 0 0 0
South Central Region In d ic a te ' -0.190 0.013 207.9 0 . 0 0 0
South East Region Indicator -0.266 0.015 298.6 0 . 0 0 0
Tim e 0.058 0 . 0 0 2 901.9 0 . 0 0 0
Kids Eligibility -0.949 0.037 655.6 0 . 0 0 0
Pregnancy Eligibility -1.409 0.098 208.8 0 . 0 0 0
LTC Eligibility 2.917 0.052 3158.9 0 . 0 0 0
Low Incom e/D isabled Elig ib ility 1.240 0.040 954,8 0 . 0 0 0
Interaction: Age & Male Ind icator -0 . 0 1 0 0 . 0 0 0 844.0 0 . 0 0 0
Interaction: Age & Native Indicator -0.009 0 . 0 0 0 423.6 0 . 0 0 0
Interaction: Age & Kids E lig ib ility 0.031 0 . 0 0 2 306.7 0 . 0 0 0
Interaction: A ge & Pregnancy  
Eligibility 0.058 0.004 250.3 0 . 0 0 0
Interaction: Age & LTC Elig ib ility 0.005 0 . 0 0 2 8 . 0 0.005

Interaction: Age & Low  
Incom e/D isabled Eligibility 0 024 0  0 0 2 196.0 0 0 0 0
H osm er-Lem eshow  Test (X^) df=3 207 Signifi cance 0 . 0 0
Source: l.cwin (iroup & IX'ONorlhwcsi analysis of’ lhc of Alaska Department o f I Icallh ami Social Sen ices data.

lift
Tlw l.cwin Group, Inc. nntl IX'ONorlliwcst



Append ix D— Spending Model Results

APPENDIX D: REGRESSION RESULTS FROM AVERAGE-PER-RECIPIENT 
SPENDING MODELS

Table D I through Table D 20 contain the estimated coefficients, associated statistical 
information, and goodness of fit measures lor the Medicaid averagc-pcr-rccipicnt spending 
models, which were estimated for each of the 20 service categories. These models were 
estimated using ordinary least squares regression methods, however they differ in a fundamental 
way from those models presented in Appendix B. Unlike the enrollment rate models, the 
spending models have an auto-regressive specification, which simply means that the avcrage- 
pcr-recipicnl spending in period / is assumed to be a function of, among other explanatory' 
variables, averagc-per-rccipient spending in period " This is generally referred to as and 
"ARI” ("auto-regressive one-period”) model. The purpose for specifying these models as ARI is 
to take advantage of the information contained in the dependent variable during the prior period. 
That is, it is reasonable lo assume that average spending per recipient in the current period is 
closely related to average spending in the prior period. Further, there are statistical tests designed 
specifically to measure the degree to which this is the case. For each of the 20 average-pcr- 
rccipicnt spending models, either the Durbin-Watson (DYV) or Durbin 11 statistic is provided, 
depending on whether the final model was specified as an auto-regressive or traditional OLS 
model.73

In fact, as Hie reader can ve r i fy , most o f l l i e  2 0  regression mode ls  in Append ix  t )  are specified as A K I . I here are. 
however, several m ode ls  that are specified a s  either A R 2  (i .e . . contain average spending in formation on  periods t- l 
and 1-2) o r  are not specified as auto-regress ive models.

I or more in fo im a t ion  on the approp ria te  use o f l l i e  D U  and Du rb in  I I  statistic, please reference any basic 
econometric textbook.

Tlw l.cwiii liroiiji, Inc. mnl IlCONorlhwcst
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Append ix D— Spend ing Model Results

Table D 1: Average Spending Regression Results— Inpatient Hospital

Variable Coefficient Std. E rro r t-Stat P-Value

Constant 1.835 0.283 6.488 0.000

Time 0.006 0.009 0.673 0.502

Native Indicator 0.072 0.037 1.965 0.050

Male Indicator 0.035 0.038 0.923 0.357

Age -0.003 0.001 -3.750 0.000

1-Period Lag of Dependent Variable 0.802 0.031 25.997 0.000

R-Square 0.72 Durb in H 1.27

F-Statistic 153.6 S ig n ificance 0.00

Source: Lcw in G roup  &  l :CO No r l l i \v e s l  ana lysis o f l l i e  o f  A asku Depa r lmen l o f  Health and Socia l Services data.

Table D 2: Average Spending Regression Results— Outpatient Hospital

Variable Coefficient Std. E rro r t-Stat P-Value

Constant 0.578 0.145 3.979 0.000

Time -0.008 0.005 -1.648 0.100

Native Indicator 0.054 0.018 2.981 0.003

Male Indicator -0.009 0.018 -0.483 0.630

Age 0.000 0.000 1.343 0.180

1-Period Lag of Dependent Variable 0.924 0.023 40.186 0.000

R-Square 0.87 Durb in H 2.97

F-Statistic 393.4 S ign ificance 0.00

Source. Lcw in G roup  & liC 'ONor lhwes I analysis o f l l i e  o f  A laska Department o f  I Iealth and Socia l S e n  ices data. 

Table D 3: Average Spending Regression Results— Nursing Home

Variable Coefficient Std. E rro r t-Stat P-Value

Constant 10 052 0.156 64.541 0.000

Time -0.003 0.022 -0.137 0.891

Native Indicator -0.046 0.103 -0.446 0.656

Male Indicator 0.016 0.103 0.156 0.876

Age 0.014 0.002 6.335 0 000

R-Square 0.15 Durbin Watson 1.86

F-Statistic 10.1 S ig n ificance 0.00

Source: Lcw in ( i r o u p  & LC O N onhw es t  analysis o f l l i e  o f  A 
No le : Mased on  Durb in  Watson statistic, fail lo  reject the null

iska Department o f  Hea lth ami Soc ia l Se iv iecs d i l . i  
hypothesis o f  no iiau locorre la le i l  error.

The l.cwin Croup, Inc. mnl T.CONorlhwcst
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Append ix D— Spending Model Results

Table D 4: Average Spending Regression Results— Clinic

Variable Coefficient Std. Erro r t-Stat P-Value

Constant 1.923 0.182 10.571 0.000

Tim e -0.036 0.008 -4.515 0.000

Native Indicator 0.219 0.029 7.624 0.000

Male Indicator -0.059 0.028 -2.080 0.038

Age -0.001 0.001 -1.320 0.188

1-Period Lag of Dependent Variable 0.732 0.030 24.460 0.000

R-Square 0.76 Durbin H 1.13

F-Statistic 190.1 Sign ificance 0.00

Source : Lcwin ( i r o u p  &  LC O No r l l iw es I ana lys is  o f l l i e  o f  A laska Department o f  I Ica l lh and Socia l Serv ices dala. 

Table D 5: Average Spending Regression Results— Dental

Variable Coefficient Std. Erro r t-Stat P-Value

Constant 4.316 0.279 15.474 0.000

Tim e 0.002 0.006 0.249 0.804

Native Indicator -0.208 0.028 -7.403 0.000

Male Indicator 0.054 0025 2.128 0.034

Age -0.005 0.001 -8 238 0.000

1-Period Lag of Dependent Variable 0.314 0.043 7.288 0.000

R-Square 0.59 Durbin H 3.11

F-Statistic 82.3 Sign ificance 0.00

Source: Lcwin ( i r o u p  A  EC’O N o i lhw cs l analys is o f l l i e  o f  A aska Department o f  Health and Socia l Services da,a.

Table D 6: Average Spending Regression Results— Lab/X-ray

Variable Coefficient Std. Erro r t-Stat P-Value

Constant 0.665 0.156 4.271 0.000

Tim e 0.028 0.008 3.696 0.000

Native Indicator -0 025 0 03 0 -0.832 040 6

Male Indicator 0.001 0.030 0018 0.985

Ago 0.000 0 001 0.704 0.482

1-Period Lag of Dependent Variable 0820 0.034 24.162 0.000

R-Squaro 0.67 Durbin H 0 13

F-Statistic 122.8 Sign ificance 0 0 0

Source . Lew in ( i r o u p  A: HC’C )N o r lhw cs l ana lys is o f l l i e  o f  A iska Department o f  Health and Socia l Services dala.

The l.cwin Croup, Inc. mnl T.CONorlhwcst
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Append ix D— Spending Model Results

Table D 7: Average Spending Regression Results— Other Services

Variable Coefficient Std . E rro r t-Stat P-Value

Constant 2.827 0.781 3.619 0.001

Time 0.070 0.045 1.559 0.124

Native Indicator 0.461 0.193 2.392 0.020

Male Indicator -0.538 0.289 -1.866 0.067

Age 0.004 0.007 0.553 0.582

1-Period Lag of Dependent Variable 0.159 0.121 1.313 0.194

2-Period Lag of Dependent Variable 2.827 0.781 3.619 0.001

R-Square 0.43 Durbin H NA

F-Statistic 8.1 S ig n ifican ce 0.00

Source : Lcwin G roup  &  LCO N o r l l iw e s I  analys is  o f l l i e  o f  A la ska  Department o f  Health and Socia l Serv ices dala.

Table D 8: Average Spending Regression Results— EPSDT

Variable Coefficient Std. E rro r t-Stat P-Value

Constant 2.428 0 40 6 5.976 0.000

Time -0.028 0.008 -3.389 0.001

Native Indicator -0 007 0.030 -0.248 0.805

Male Indicator 0.013 0.030 0.441 0 660

Age -0.006 0.003 -2.428 0.017

1-Period Lag of Dependent Variab le 0.527 0.087 6.028 0.000

R-Square 0.31 Durb in H 0.04

F-Statistic 9.6 S ig n ificance 0.00

Source : Lcwin ( i r o u p  A; |-.C( JNor lhwesI analysis o f l l i e  o f  A la ska  Department o f  I Ica l lh and Socia l Services dala

Table D 9: Average Spending Regression Results— Practitioner Services

Variable Coefficient Std . E rro r t-Stat P-Value

Constant 0 550 0.150 3665 0.000

Time 0.004 0.005 0 85 6 0 392

Native Indicator -0.040 0.021 -1.920 0 056

Male Indicator -0022 0 021 -1.088 0 2 7 8

Age 0.001 0 000 1 556 0.121

1-Period Lag of Dependent Variable 0.911 0 02 2 42.352 0 0 0 0

R-Squaro 0.87 Durbin H 1.52

F-Statistic 400.6 S ig n ifican ce 0.00

Source : l .cw in  ( i r o u p  A: l - .CONor lhwcsi analysis o f l l i e  o f  A iska Dcparimcnt o f  Health and Socia l Se rv ices t

The l.cwin Group, Inc. oml nCONorlltwcsl
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Append ix D— Spending Model Resu lts

Table D 10: Average Spending Regression Results— Home Health/Hospice

Variable Coefficient Std. Erro r t Stat P-Value

Constant 4 . 0 6 3 0 . 4 2 9 9 . 4 6 8 0.000

Time 0 . 0 1 6 0 . 0 3 2 0 . 5 0 7 0 . 6 1 3
Native Indicator - 0 . 1 0 4 0 . 1 3 2 - 0 . 7 9 1 0 . 4 3 0
Male Indicator 0 . 0 6 7 0 . 1 3 0 0 . 5 1 3 0 . 6 0 8
Age - 0 . 0 0 3 0 . 0 0 3 - 1 . 0 7 6 0 . 2 8 3
1-Period Lag of Dependent Variable 0 . 4 4 7 0 . 0 5 4 8 . 3 4 4 0.000

R-Square 0 . 2 3 Durbin H - 1 . 7 8
F-Statistic 1 o . 8 Sign ificance 0.00

Source ; Lcwin G rou p  &  bX 'OXorl lnvest analysis o f l l i e  o f  A aska Department o f  Health and Socia l Serv ices c

Table D 11: Average Spending Regression Results— Inpatient Psychology

Variable Coefficient Std. Error t-Stat P-Value

Constant 9 . 5 8 0 0 . 1 4 6 6 5 . 5 0 2 0.000

Tim e 0 . 0 0 7 0 . 0 2 6 0 . 2 9 0 0 . 7 7 2
Native Indicator 0 . 3 6 3 0  1 1 8 3 . 0 8 5 0 . 0 0 2
Male Indicator 0 . 0 4 7 0 . 1 1 8 0 . 3 9 7 0 . 6 9 2
Age - 0 . 0 1 9 0 . 0 0 3 - 6 . 5 4 9 0.000

R-Square 0 . 2 7 Durbin Watson 1 . 3 9
F-Statistic 1 5 .2 Sign ificance 0.00

.Source: Lew in ( i r o u p  A: l (  O N o r ih u c s i  ;m;iK sis o f  the o l A laska Department o f  I Iealth and Soc ia l  Services data. 
Note ; H asedon  Du rb in  Watson statistic, reject the null hypothesis o l  nonau locone ln tcd error. The Du rb in  I I  statistic, 

however, indicates that A l t  I is not appropriate specification.

Table D 12: Average Spending Regression Results—Vision

Variable Coefficient Std. Error t-Stat P-Value

Constant 4  6 1 5 0 . 1 8 6 2 4  8 5 5 0.000

Tim e - 0 . 0 5 1 0 . 0 0 6 - 8 . 1 2 0 0.000

Native Indicator - 0 . 1 4 5 0 . 0 2 3 - 6 . 4 2 1 0.000

Male Indicator 0  0 2 5 0 0 2 3 1 1 0 4 0 . 2 7 1
Age - 0  0 0 2 0.000 - 5 2 8 8 0.000

1-Period Lag of Dependent Variable 0.144 0 0 3 8 3 . 8 0 4 0 000

R-Squaro 0 . 3 6 Durb in H 2 . 1 6 2
F-Statistic 3 3 . 0 S ign ificance 0.00

Source ; l .cw in ( i r o u p  A: I CO N o f lhw es t  analysis o l the ot A laska Department o i l Ica l lh and Socia l Services dala

77/r I.  e tc  in  ( i r o n / / ,  h n .  m n l  I '.C t I N t n l  In c e s t



Append ix D— Spending Model Results

Table D 13: Average Spending Regression Results— Residential Psychology

Variable Coeffic ient Std. E rro r t-Stat P-Value

Constant 10.240 0.119 86.147 5.16E-89

Time 0.112 0.014 7.898 6.22E-12

Native Indicator 0.016 0.064 0.253 0.801004

Male Indicator 0.046 0.064 0.720 0.473524

Age -0.017 0.007 -2.273 0.025367

R-Square 0.42 Durb in H 1.79

F-Statistic 16.8 S ign ificance 0.00

Source : Lcw in G roup  &  LCON'orthwcs l ana lys is  o f l l i e  o f  A 
No lc : Based on  Durb in W a tson  statistic, fail to reject the null

aska Department o f  Health and Socia l Services dala, 
hypothesis o f  nonautocorre lated error.

Table D 14: Average Spending Regression Results— HCB Waiver

Variable Coeffic ient Std. Erro r t-Stat P-Value

Constant 2.360 0.299 7.887 0.000

Time 0.022 0.010 2.224 0.027

Native Indicator 0.029 0.039 0.758 0.449

Male Indicator 0.059 0.039 1.503 0.134

Age -0.002 0.001 -2.469 0.014

1-Period Lag of Dependent Variable 0.758 0.030 25.103 0.000

R-Square 0.73 Durbin H -0.44

F-Statistic 162.6 S ign ificance 0.00

Source : Lcw in G roup  I X O N o r thw e s t  ana lys is  o f  the o f  \ aska Department o f  Health and Soc ia l Services i

Table D 15: Average Spending Regression Results— Personal Care

Variable Coeffic ient Std. Erro r t-Stat P-Value

Constant 4.162 0.509 8.181 0.000

Time 0.089 0.020 4.323 0.000

Native Indicator -0 104 0.083 -1.256 0.210

Male Indicator 0.007 0.078 0096 0.924

Age -0.001 0.002 -0.633 0.527

1-Period Lag of Dependent Variable 0.514 0.058 8.920 0.000

R-Squarc 0.38 Durb in H 3.62

F-Statistic 35.2 S ig n ifican ce 0.00

Source: Levs in G roup  &  liC 'ONor lhwest ana lys is  o f  the o f  A la ska  Department o f  I Iealth and Socia l Services data

Tin' Lcwin Crinifi, Inc. nml TCOXorlhwcsl
\22



Append ix D— Spending Model Results

Table D 16: Average Spending Regression Results— Outpatient Mental Health

Variable Coefficient Std. Erro r t-Stat P-Value

Constant 1.677 0.312 5.377 0.000

Time 0.025 0.014 1.757 0.080

Native Indicator 0.013 0.056 0.235 0.814

Male Indicator 0.100 0.057 1.735 0.084

Age -0.003 0.001 -2.237 0.026

1-Period Lag of Dependent Variable 0.782 0.035 22.585 0.000

R-Square 0.75 Durb in H 0.54

F-Statistic 181.7 S ign ificance 0.00

Source : Lcwin G roup  &  LCO No r lhw e s I  analysis o f l l i e  o f  A laska Department o i l  Iealth and soc ia l Services dala.

Table D 17: Average Spending Regression Results— Pharmacy

Variable Coefficient Std. Erro r t-Stat P-Value

Constant 0.450 0.117 3.844 0.000

Time 0.028 0.006 4.384 0.000

Native Indicator -0.059 0.026 -2.274 0.024

Male Indicator 0.020 0.027 0.747 0.456

Age 0.003 0.001 3.784 0.000

1-Period Lag of Dependent Variable 0.915 0.021 43.082 0.000

R-Square 0.95 Durb in H 0.69

F-Statistic 1280 S ig n ificance 0.00

Source : Lew in ( i r o u p  «.V L l 'O N o r t lm e s I  analysis o f l l i e  o f  A laska  Department o f  Health and Soc ia l S e n  ices dala.

Table D 18: Average Spending Regression Results—Transportation

Variable Coefficient Std. Erro r t-Stat P-Value

Constant 2.293 0294 7.798 0.000

Time 0 016 0.005 2.993 0.003

Native Indicator 0.030 0.018 1.632 0.104

Male Indicator 0.003 0.018 0.148 0.882

Age 0.000 0.000 0.433 0.666

1-Period Lag of Dependent Variable 0.677 0.043 15.787 0.000

R-Square 0 62 Durb in H -0.57

F-Statistlc 974 S ig n ificance 0.00

Source Lew in ( i r o u p  ik: L (  < )Nor lhwest analys is o f l l i e  o f  A laska  Department o f  Health and Soc ia l Serv ices data

T he  I  c w in  C n w / i ,  In c . w u l  T C O N o r l l iw c s l
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Table D 19: Average Spending Regression Results—Therapy/Rehabilitation

Variab le Coefficient Std. Erro r t-Stat P-Value

Constant 3.016 0.312 9.676 0.000

Tim e 0.030 0.016 1.952 0.052

Native Indicator -0.059 0.060 -0.974 0.331

Male Indicator 0.100 0.059 1.702 0.090

Age -0.004 0.001 -3.276 0.001

1-Period Lag of Dependent Variable 0.568 0.045 12.632 noo

R-Square 0.51 Durb in H 1.36

F-Statistic 63.1 Sign ificance 0.00

Source : Lcw in G rou p  &  ECONorthwes t  analysis o f  the o f  A ;iska Department o f  Health and Socia l Se rv ices dala.

Table D 20: Average Spending Regression Results— DME/Supplies

Variab le Coeffic ient Std. Erro r t-Stat P-Value

Constant 1.603 0.255 6.284 0.000

Time 0.019 0.010 1.981 0.048

Native Indicator 0.001 0.039 0.020 0.984

Male Indicator 0.070 0.042 1.662 0.098

Age -0.002 0.001 -2.405 0.017

1-Period Lag o f Dependent Variable 0.759 0.035 21.780 0.000

R-Square 0.72 Durb in H 1.34

F-Statistic 153.6 S ign ificance 0.00

Source: Lcw in ( i r o u p  &  EC 'ONort lm es t ana lys is  o l  the o f  A laska Department o f  Health and Socia l Se rv ices data.

T h e  L c w in  G ro u p ,  In c .  m n l  T .C O N o r t l iw c s t
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L T C ................. .................. L o n g  T e rm  C a re
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C a l l a n ’ s  C a p i t a l  M a r k e t  P r o j e c t i o n  P r o c e s s

E c o n o m i c  O u t l o o k  D r i v e s  O u r  P r o j e c t i o n s

E v a l u a t e  t h e  c u r r e n t  e n v i r o n m e n t  a n d  e c o n o m i c  o u t l o o k  f o r  

t h e  U . S .  a n d  o t h e r  m a j o r  i n d u s t r i a l  c o u n t r i e s :

- Business cyc les , re la t ive growth, inflation.
E x a m i n e  t h e  r e l a t i o n s h i p s  b e t w e e n  t h e  e c o n o m y  a n d  a s s e t  

c l a s s  p e r f o r m a n c e  p a t t e r n s .

E x a m i n e  r e c e n t  a n d  l o n g - r u n  t r e n d s  i n  a s s e t  c l a s s  

p e r f o r m a n c e .

A p p l y  m a r k e t  i n s i g h t :

- Consultant experience - Plan Sponsor, Manager Search, Specia lty 
Industry consensus
C lient Po licy Rev iew  Committee

T e s t  t h e  p r o j e c t i o n s  f o r  r e a s o n a b l e  r e s u l t s .  2



C a p i t a l  M a r k e t  E x p e c t a t i o n s  a s  a  S e t

R e l a t i o n s h i p s  b e t w e e n  a s s e t  c l a s s  a s s u m p t i o n s  a r e  a s  

i m p o r t a n t ,  o r  m o r e  i m p o r t a n t ,  t h a n  t h e  i n d i v i d u a l  a s s e t  c l a s s  

l e v e l  o f  a s s u m p t i o n s ,  w i t h  t h e  f o l l o w i n g  r e l a t i o n s h i p s  b e i n g  

m o s t  i m p o r t a n t :

- Inf lat ion versus cash equiva lents.
- F ixed income returns versus inflation.
- Stock returns versus bonds - the equity premium.
- Large capita lization versus small capita lization equit ies.
- U.S. equ ity  versus international equity .

T h e s e  r e l a t i o n s h i p s  w i l l  h a v e  a  s t r o n g  e f f e c t  o n  t h e  

g e n e r a t i o n  o f  e f f i c i e n t  a s s e t  m i x e s  u s i n g  t h e  o p t i m i z e r .



T h e  C a p i t a l  M a r k e t s  -  C o n t e x t

W i l d  R i d e  f o r  I n v e s t o r s  O v e r  t h e  L a s t  S i x  Y e a r s

2000 2001 2002

Russell 3000
S&P Super Composite 1500

-7.46
-6.98

-11.46
-10.64

-21.54
-21.31

Russell 1000 
S&P 500

-7.79
-9.10

-12.45
-11.88

-21.65
-22.10

Russell 2000 
S&P 600 Small Cap

-3.02
11.80

2.49
6.54

-20 48 
-14.63

EAFE (SUS) -14.17 -21.44 -15.94

LB Aggregate 
SB Non-US Bonds

11.63
-2.63

8.43
-3 .5 '

10.26 
* r\r)

90-day T-bill 6.18 4.4: 1.78

CPI-U 3.39 1.55 2.38

O i l

Average Ann R(;turn
Five Years Ten Years Fifteen Years

2 00 3 2 0 0 4 2 0 0 5 2 001-05 1996-05 1991-05

31.06 11.95 6.12 1.58 9.20 11.86
29.59 11.78 5.66 1.48 9.47 11.97

29.89 11.40 6.27 1.07 9.29 11.85
28.80 10.88 4.91 0.54 9.07 11.52

47.25 18.33 4.55 8.22 9.26 13.04
38.79 22.65 7.68 10.76 12.16 15.17

38.59 20.25 13.54 4.55 5.84 7.00

4.10 4.33 2.43 5.87 6.16 7.26
18.52 12.14 -9.21 7.27 4.42 6.94

1.15 1.33 3.07 2.34 3.84 4.06

1.88 3.26 3.42 2.49 2.51 2.61



B r i e f  O v e r v i e w

E c o n o m y

- Recovery
• Consumer
• Investment spending
• Housing
• Energy
• Dollar

- Inflation
C a p i t a l  M a r k e t s

- Bonds
- Stocks
- Projections 

E ff ic ien t Frontier



C o n s u m e r  S p e n d i n g :  S l o w d o w n  o r  R e t r e a t ?

• Consumer spending carried the economy since 2000, fue led by low 
interest rates, tax cuts, and a housing boom.

• The housing boom triggered a “wealth effect” on confidence and 
spending, and encouraged the extraction o f  home equity .

• However:
- Sav ings rate is low,
- Tax cuts are over,
- Interest rates are ris ing,
- The housing market shows s igns o f  cooling, and
- Energy costs are substan t ia l ly  higher.

• Most observers expect the housing bubb le  to l i z z ie  rather than pop.
• The burst ing o f  the housing bubb le  has replaced deflat ion as the next 

d isaster sure to strike.



2 0 0 5  B e s t  Y e a r  f o r  J o b  G r o w t h  S i n c e  2 0 0 0

Employment finally surpassed the February 2001 peak in January 2005.

(Employment - percent change, annual rate)

- 3  -1-------------------------------------------------------------------------------------------------------------------------------------------------------

1999 2000 2001 2002 2003 2004 2005

o i l 7



R e a l  C o n s u m e r  S p e n d i n g  H a s  O u t p a c e d  

R e a l  I n c o m e  G r o w t h

(Percent Growth)
5 i --------------------------

4 

3 

2  

1

2004 2005 2006

■  Consumption □  Disposable Income

o i l
Source: Global Insight s



C a s h  G e n e r a t e d  f r o m  M o r t g a g e s  

S t i m u l a t i n g  C o n s u m e r  S p e n d i n g
source AllianccBcrnstein/ClI 1/30/06

M ortgage Growth in Excess of  
New Housing Investment

($ B il l ions)

% o f  Personal Consumption  
Expenditures

0

$67

$306

$248
$208

•

O i l

if#*

0($7) 01 02 03 04

$350

0 5
(9 Months)

tirst halt unm ia li /cd 
Source: I cdera l Rese rve  Hoard and A ll ianceHemste in  estimates

3.6%
3.9%

00 01 02 03 04
0 5

(0 Months) 
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E q u i t y  E x t r a c t i o n  f r o m  H o u s i n g  

W a s  H u g e  i n  2 0 0 5
source: Alliance Bcmstcin/CII 1/31/00 

(S Billions)
$ 1 , 0 0 0  $ 3 5 0

$ 6 5 0

•''it

v  m

E q u i t y

E x t r a c t e d

New 
I lousinu 

Investment

Net 
Increase in 

Mortizai»e Debt

o i l Source Mli.inccltctri'tcui estimate* in



O i l  P r i c e s  A r e  H i t t i n g  N e w  H i g h s . . .

($/barrel, W T I and defla ted by CPI)

—  Oil price (WTI) - 2005 dollars
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I n f l a t i o n  H a s  T i c k e d  U p
Year-Ovcr-Ycar Change in Consumer Prices
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1.0

2001 2002 2003 2004 200?
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I ’ l A ll I ib;m < • *ns

IM - ( itr«.

O i l
12



T h e  U . S .  C u r r e n t  A c c o u n t  D e f i c i t  H e a d i n g  

t o  $ 9 0 0  B i l l i o n  i n  2 0 0 6

2 0 0

0

- 2 0 0

-400

-600

-800

1 , 0 0 0

(B i l l ions o f  dollars)

* 2006+ forecast - Global Insight

(Percent o f  GDP)

-1 l|^JT
0

lJ u

1.5 

0 . 0  

-1.5 

-3.0 

-4.5

H- -6.0

- 7 . 5

O i l

1980 1984 1988 1992 1996 2000 2004 2008

I—I Current Account Deficit Deficit as % of GDP 13
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C o m p o s i t i o n  o f  B o n d  R e t u r n s

I . M  X ^ ^ r r K J l c  h u l r \  -  \ m i i i a l  R r l i i r n  B r e a k d o w n
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D o m e s t i c  F i x e d  I n c o m e
L e h m a n  A g g re g a te  Ind ex  -  D aily Y ie ld  to W o rst fro m  1/1/01 to 12/31/00

O i l
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A n n u a l  R e t u r n  H i s t o g r a m  f o r  S & P  5 0 0

D is tr ib u tio n  o f  S & P  5 0 0  A n n u a l R e t u r n s  
(1 9 2 6 -2 0 0 5 )

2 0 0 4
1993

2 0 0 0 1988 2 0 0 3 1997
1990 1986 1999 1995
1981 2 0 0 5 1979 1998 1991
1977 1994 1972 1996 1989
1969 1992 1971 1983 1985
1962 1987 1968 1982 1980
1953 1984 1965 1976 1975
1946 1978 1964 1967 1955

2001 1940 1970 1959 1963 1950 1958
1973 1939 1960 1952 1961 1945 1954

2 0 0 2 1966 1934 1956 1949 1951 1938 1935
1974 1957 1932 1948 1944 1943 1936 1933

1928i 1931 1 1937 1930 1941 1929 1947 1926 1942 1927
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E q u i t y  I s  N o w  M o r e  R e a s o n a b l y  P r i c e d

T r a i l i n g  P / E  A p p r o a c h i n g  L o n g - R u n  A v e r a g e

*40
P r i c e  to  E a r n i n g s  R a t i o  f o r  S & P  5 0 0  ( 1 9 5 4  - 2 0 0 5 )

N0*'
& V

4 f

l u l l i n g  e a r n i n g  a> reported (o r  the t in  .il vear, meludes negative earnings l i om  I WS onward
19



D o m e s t i c  E q u i t y  v s .  B o n d  Y i e l d s

S & P  5 0 0  E a r n i n g s  Y ie l d  vs. 1 0 - Y e a r  T r e a s u r y  Y ie ld
16%

2%

0%

8 1  H2 83 8 4  8 5  8 0  8 7  8 8  8 9  9(1 9 1  9 2  9 3  9 4  9 5  9 6  9 7  9 8  9 9  0(1 0 1  0 2  0 3  0 4  0 5

R a t i o  o f  S & P  5 0 0  E a r n i n g s  Y ie ld  a n d  1 0 - Y e a r  T r e a s u r y  Y ie l d

I ed raises interest ra les t«> 
ward n i l  m il , i lmn

Peak o f  interest 
rates and m l la tmn 

1

l'JN7 Market I rasli I cil la ids in liwverine interest ra les

Stocks
Underva lued ' ’

0 5  Kisin j; 
rates, 
ta l l inu 
e2 Danes



2 0 0 6  C a p i t a l  M a r k e t  P r o j e c t i o n s

Modest changes from last year’s projections. Not much has changed in the 
environment except that Fed executed policy exactly as expected.
Inflation is nudged up to 2.75%, which implies moderation from current levels.
Cash returns reflect higher short-term yields, a real return o f 1.25%, and 
expectations that interest rates will peak in 2006.
Bond returns are set at 5.0%:
- Reflects current yicld-to-worst, with no adjustment.
- Project upward sloping yield curve ( if only slightly so), with a very small risk 

premium for bonds over cash (1.0%).
Equity returns built from fundamentals: 3-4% real GDP growth which means 
5.5%-6.5% nominal earnings growth, 2% dividend yield, 0.5%-1% “buyback" 
yield.
Real estate return held at 7.6%, reflecting income expectations as high as 8% but 
acknowledging rich levels o f property valuations.
Private equity return held at 12%, a 3% premium over public markets.
Premium of international equity over domestic will continue to be narrowed,

« * ^ Ireflecting recent performance and relative valuations.



2 0 0 6  C a p i t a l  M a r k e t  P r o j e c t i o n s

Summary of 5-Year Capital Market Projections (2006-2010)
Asset C lass index

Pro jected Annua l 
R etu rn

Pro jected S tandard  
Deviation (R isk ) P ro jected Y ie ld 2005 P ro jections

Equities
IJroad Domestic Equity Russell 3000 0.00'! ,i 10.00 2 .10 9 .00% 10.90
Dirge Cap S& P 500 X.X5% 10.40 2 .20 X,X5% 10.40
Small Mid Cap Russell 250ft 9.N5% 22.70 1.20 9 .S5% 22.70
International Equity M SC I I: A F t 0 .20" i> 20 .10 2 .20 9 .25% 20 .10
[■merging Markets Equity M SC IEM F 9 .S0% 32.00 0 .00 9.X0";, 33 .00

Fixed income
Domestic Eixed 1 H Aggregate 5.00",, 4.5(1 5 .00 4.75",, 4 .50
Defensive I.M Gov't 1-3 Year 4 .25",, 2 .30 4 .25 3 ,75% 2.30
TIPS i . i r n i \ s 4 .05",, 0 .00 4 .05 4 .40% 0 .00
High Y ie ld ( SI M 1 ligh Y ie ld 0 .75% 12.10 6 .75 0 .75% 12.10
Non I'SS Fixed Cm  Non*l IS ( io\ l 4 .00",, 0 .00 4.05 4 .05",, 9 .00

O th e r
Real I-.stiii • ( all.m Real Estate 7 .00% 10.5(1 7.0(1 7.00",, 10.5(1
Private Equity V I; Post Venture Cap 12.00",, 34.00 0 .00 12.00% 34.00
Absolute Return Callan Hedge l id 0 .5 0 “ „ 0.211 0 00 o .5o% 10.50
Cash Equivalents 00-Day 1-Hill 4 .00",, tl.SO 4 .00 3.25",, (I. XII

In fla tion C PM I 2.75",, 1.4(1 2 .00% 1.411

Consider passively invested, broad markets at asset allocation level.
Active/passive, capitalization and style decisions within the broad markets are 
made at the structural level. 22



A P F C  C u r r e n t  P o l i c y  W i t h  2 0 0 6 - 2 0 1 0  

P r o j e c t i o n s
Portfolio

Component Max Mix 1 Mix 2 Mix 3 APFC-11-05 Mix 4 Mix 5
Large Cap 100 16 21 27 29 34 40
Small/Mid Cap 100 4 5 6 6 8 9
International Equity 100 7 9 12 16 15 18
Emerging Markets Equity 100 1 1 2 2 2 3
Private Equity 4 2 4 4 4 4 4
Domestic Fixed 100 55 45 33 25 21 10
Non US Fixed 100 5 4 4 4 3 2
Real Estate 100 6 7 8 10 9 10
Absolute Return 4 4 . 4 4 4 4 4
Cash Equivalents 100 0 0 0 0 0 0
Totals

------- 1
100 100 100 100 100 100

Expected Return 6.50 7.00 7.50 7.77 8.00 8.50
Standard Deviation 7.30 8.91 10.64 11.61 12.43 14.27
Sharpe Ratio 0.45 0.42 0.40 0.39 0.38 0.37

Note that private equity and absolute return have been constrained to 
4% in each area. Also note that high yield bonds & commodities were not 

explicitly modeled.



I; l u a s k a  P e r m a n e n t  F u n d
' I N  t . - T  V v  '*

F i s c a l  2 0 0 5  s u m m a r y

•  T o t a l  f u n d  r e t u r n :  1 0 . 4 %

•  R e a l  r a t e  o f  r e t u r n  a f t e r  i n f l a t i o n :  7 . 7 %

•  F u n d  b a l a n c e  o n  J u n e  3 0  ( a f t e r  d i v i d e n d s )  

2 9 . 9 6  b i l l i o n

•  I n c r e a s e  o v e r  F Y 0 4  e n d i n g  b a l a n c e :  $ 2 . 5 6  

b i l l i o n



.  y

F Y 0 5

FY04 FY05

16 .0%

1 2 . 0 %

8 . 0 %

4 .0 %

0 . 0 %

-4 .0 %
FY00 FY01 FY02



fir

T o t a l  r e t u r n :  6 . 7 %  ( a n n u a l i z e d  1 3 . 4 % )

E n d i n g  v a l u e  o n  D e c e m b e r  3 1 :  $ 3 2 . 2

G a i n  f r o m  F Y 0 5  e n d i n g  b a l a n c e :  $ 2 . 3  

b i l l i o n

R e a l i z e d  i n c o m e :  $ 1 . 3  b i l l i o n

a s  o f  D e c e m b e r  3 1 ,  2 0 0 5



I n v e s t m e n t  r e g u l a t i o n s

•  S t a f f  w o r k e d  w i t h  C a l l a n  A s s o c i a t e s ,  B o a r d  

a d v i s o r s ,  o u t s i d e  m a n a g e r s  a n d  o u r  l e g a l  c o u n s e l  

t o  d r a f t  n e w  i n v e s t m e n t  r e g u l a t i o n s .

•  T h e  d e t e r m i n a t i o n  o f  c o u n s e l  w a s  t h a t  t h e  

r e g u l a t i o n s  w o u l d  n e e d  t o  d e f i n e  t h e  P r u d e n t  

I n v e s t o r  R u l e ,  a n d  c o v e r  a l l  p o s s i b l e  i n v e s t m e n t s ,  

i n c l u d i n g  t h o s e  t h a t  t h e  T r u s t e e s  m a y  n o t  b e  

c o n s i d e r i n g  a t  t h i s  t i m e .

•  T h i s  l e v e l  o f  d e t a i l  w i l l  p r e v e n t  A P F C  f r o m  b e i n g  

o u t  o f  c o m p l i a n c e  w i t h  o u r  r e g u l a t i o n s .

T



i " *

C o n f i d e n t i a l  r e c o r d s  r e g u l a t i o n s

A P F C  h a s  b e e n  r e q u i r e d  b y  s t a t u t e  s i n c e  1 9 8 0  t o  k e e p  

c o n f i d e n t i a l  i n f o r m a t i o n  r e g a r d i n g  t h e  b u s i n e s s  o r  a f f a i r s  

o f  a  p r i v a t e  e n t e r p r i s e  o r  i n v e s t o r .

C o u n s e l  a d v i s e d  A P F C  t o  d r a f t  r e g u l a t i o n s  t h a t  w o u l d  

m a k e  c l e a r  t h e  d e t e r m i n a t i o n  p r o c e s s  u s e d  i n  r e l e a s i n g  o r  

w i t h h o l d i n g  i n f o r m a t i o n .

N o  d o c u m e n t s  a r e  c o n f i d e n t i a l  t o d a y  t h a t  w e r e  n o t  

c o n f i d e n t i a l  a  y e a r  a g o .

T h i s  s t a t u t e  p r i m a r i l y  a f f e c t s  i n f o r m a t i o n  r e l a t i n g  t o  o u r  

r e a l  e s t a t e ,  p r i v a t e  e q u i t y  a n d  a b s o l u t e  r e t u r n  i n v e s t m e n t s .

S
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Register 200 REVENUE

15 A A C  137 is  a m e n d e d  b y  a d d in g  n e w  s e c t io n s  to re a d :

A R T I C L E  3 .  A L A S K A  P E R M A N E N T  F U N D  C O R P O R A T I O N  
I N V E S T M E N  T A C T I V I T I E S

S e c t i o n
4 1 0 . P u r p o s e  o f  15 A A C  1 3 7 . 4 1 0 -  15 A A C  1 3 7 .5 3 0
4 2 0 . I''*': n a n cn t fu n d  in v e s t m e n t s ; in s titu tio n a l q u a lit y
4 3 0 . i .A c d -in e o m e  in v e s t m e n t s
4 4 0 . P i  b l ic l y  tra d e d  e q u it y  in v e s t m e n t s
4 5 0 . R  al estate  in v e s t m e n t s
4 6 0 . A lt e r n a t iv e  in v e s t m e n t s : o th e r  in v e s tm e n t t y p e s  a n d  s t r a t e g ic s  
4 7 0 . In te re s ts  in c o l le c t iv e  o r  c o m m in g le d  in v e s tm e n t fu n d s  
4 X 0 . F o r e ig n  c u r r e n c y  tr a n s a c t io n s  
4 9 0 . S h o r t - s e ll in g  
5 0 0 . L e v e r a g e
5 1 0 . L e n d in g  o f  p e r m a n e n t  fu n d -o w n e d  s e c u r it ie s
5 2 0 . F o r m  o f  a sse t h o ld in g s
5 3 0 . In v e s t m e n t s  not o t h e r w is e  p e rm itte d

15 A A C  137.41(1. P u r p n s o o f  15 A A C  1 3 7 .4 1 0  15 A A C  1 3 7 .5 3 0 . T h e

p u r p o s e  o f  15 A A C  13 7 .4 1 0  15 A A C ‘ 13 7 .5 3 0  is  to im p le m e n t  the a u th o rity

g ra n te d  the A P F C  H o a r d  o l ’ T r u s t e e s  u n d e r  A S  3 7 .1 3 .1 2 0 ( a )  to s p e c i f i c a l ly  

d e s ig n a t e  the in c o m e - p r o d u c in g  in v e s t m e n t s  e lig ib l e  fo r p e rm a n e n t lu n d  

in v e s t m e n t s . ( F I T  01 ( l |  2 0 0 6 . R e g .  )

A u t h o r i t y :  A S  3 7 .1 3 .1 2 0  A S  3 7 .1 3  2 0 6  S e e .  4 , e h . 4 6 , S L A  2 0 0 5

I



15 A A C  1 3 7 .4 2 0 . P e r m a n e n t  f u n d  i n v e s t m e n t s ;  i n s t i t u t i o n a l  q u a l i t y .

A l l  p e r m a n e n t f u n d  in v e s t m e n t s  m u st b e o f  a q u a lit y  c o n s id e r e d  a c c e p t a b le  b y  

o th e r  p ru d e n t in s titu tio n a l in v e s t o r s , in c lu d in g  e n d o w m e n t s .  (H IT . 0 1 / 0 1 / 2 0 0 6 . 

R e g .  )

A u t h o r i t y :  A S  3 7 . 1 3 . 12 0  A S  3 7 . 13 .2 0 6  S e c .  4 .  c h .  4 6 .  S L A  2 0 0 5

15 A A C  1 3 7 .4 3 0 . F i x e d - i n e o m e  i n v e s t m e n t s ,  (a ) T h e a s s e t s  o f  the 

p e r m a n e n t fu n d  m a y  b e  in v e s t e d  in the f o llo w in g  l i x c d - m c o m e  in v e s t m e n t s :

(1 ) o b lig a t io n s  o f .  o r  o b lig a t io n s  in s u r e d  b y  o r  g u a r a n t e e d  b y ,  the 

U n ite d  S t a t e s  o r  a g e n c ie s  o r  in s t r u m e n t a lit ie s  o f  the U n ite d  S t a t e s :

(2 ) o b lig a t io n s  s e c u r e d  b y  r e s e r v e s  p a id  in b y  th e  U n ite d  S t a le s  o r  

a g e n c ie s  o r  in s t r u m e n t a lit ie s  o f  the U n ite d  S ta te s  o r  o b lig a t io n s  o f  c o r p o r a t io n s  in 

w h ic h  th e  U n ite d  S ta te s  is  a s h a r e h o ld e r  o r  m e m b e r :

(3 )  c e r t if ic a t e s  o f  d e p o s it  a n d  te rm  d e p o s it s  o f  U n it e d  S t a t e s  

d o m e s t ic  b a n k s  that a re  m e m b e r s  o f l l i e  F e d e r a l D e p o s it  In s u r a n c e  C o r p o r a t io n  

a n d  that m a y  b e r e a d ily  s o ld  in a s e c o n d a r y  m a rk e t at p r ic e s  r e f le c t in g  fa ir  v a lu e  o r  

that a re  f u lly  s e c u r e d  at a ll t im e s  a s  to p a y m e n t o f  p r in c ip a l  a n d  in te re st a s  

d e s c r ib e d  m  (b ) o f  th is  s e c t io n ;

(4 ) c e r t if ic a t e s  o f  d e p o s it  an d  le r m  d e p o s it s  o f  f e d e r a lly  c h a r t e r e d  

sa\ m g s  a n d  lo a n  a s s o c ia t io n s  m  A la s k a  that a re  fu lly  s e c u r e d  at a ll t im e s  a s  to 

p a y m e n t s  o f  p r in c ip a l  a n d  in te re st a s  d e s c r ib e d  in tb ) o f  th is  s e c t io n :
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(5 ) c e r t i f i c a t e s  o f  d e p o s i t  a n d  te r m  d e p o s i t s  o f  m u t u a l  s a v i n g s  b a n k s  

in A l a s k a  that a r e  f u l l y  s e c u r e d  at a ll  t i m e s  a s  to p a y m e n t s  o f  p r i n c i p a l  a n d  interest 

a s  d e s c r i b e d  in (b ) o f  th is  s e c t i o n :

(6 ) f i x e d - t e r m  c e r t i f i c a t e s  o f  i n d e b t e d n e s s  o f  f e d e r a l l y  i n s u r e d  c r e d it  

u n i o n s  in A l a s k a  that a r e  f u l l y  s e c u r e d  at a ll  t i m e s  a s  to p a y m e n t s  o f  p r i n c i p a l  a n d  

in terest a s  d e s c r i b e d  in (b ) o f  t h is  s e c t i o n :

(7 ) d eb t i n s t r u m e n t s  that h a v e  b e e n  i s s u e d  b y  d o m e s t i c  e n tit ie s  a n d  

that a re rated  in v e s t m e n t  g r a d e ,  o r  debt in s t r u m e n t s  o f  c o m p a r a b l e  q u a l i t y  i s s u e d  

b y  n o n d o m e s t i c  e n t it ie s :

(S) subject to (d) o f  this section, debt instruments that have been 

issued by domestic or nondomestie entities that are rated below investment grade 

or are unrated:

(l>) short-term

(A ) promissory notes that have been issued by domestic 

entities and that are rated investment grade: or

( I i)  promissory notes o f  comparable quality issued by 

nondomestie entities:

1 10) subject to (d) o f  this section, short-term promissory notes that 

have been issued by domestic or nondomestie entities that are . ated below 

investment grade or are unrated:
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( 1 1 )  b a n k e r s '  a c c e p t a n c e s  d r a w n  o n  a n d  a c c e p t e d  b y  U n i t e d  S t a t e s  

b a n k s  e a c h  o f  w h i c h  h a s  a c o m b i n e d  c a p i t a l  a n d  s u r p l u s  a g g r e g a t i n g  at least 

$2 ()(),0 ()0 .0 ()():

( 1 2 )  r e p u r c h a s e  a g r e e m e n t s  a n d  r e v e r s e  r e p u r c h a s e  a g r e e m e n t s ,  the 

s e c u r i t i e s  u n d e r l y i n g  th e a g r e e m e n t s  b e i n g  a n y  o f  the i t e m s  liste d  in ( I ) -  ( 6 )  o f  

th is  s u b s e c t i o n ;

( 1 3 )  the p o r t i o n s  o f  b u s i n e s s  a n d  i n d u s t r ia l  l o a n s  m a d e  u n d e r  the 

R u r a l  D e v e l o p m e n t  A c t  o f  1 0 7 2  that a r e  g u a r a n t e e d  b y  the F a r m e r s  H o m e  

A d m i n i s t r a t i o n ;

( 1 4 )  the g u a r a n t e e d  p o r t i o n  o f  F a r m e r s  H o m e  A d m i n i s t r a t i o n  lo a n s :

( 1 5 )  c e r t i f i c a t e s  o f  d e p o s i t ,  te r m  d e p o s i t s ,  o r  b a n k e r s '  a c c e p t a n c e s ,  

that a re  i s s u e d  b y  a U n i t e d  S t a t e s  o r  n o n d o m e s t i e  b a n k  o r  trust c o m p a n y  lo c a te d  

o u t s i d e  o f  the U n i t e d  S t a t e s  a n d  a re  d e n o m i n a t e d  in U n i t e d  S t a t e s  o r  n o n d o m e s t i e  

c u r r e n c y  i f  e i t h e r

( A )  t h o s e  i n s t r u m e n t s  m a y  b e r e a d i l y  s o l d  in a s e c o n d a r y  

m a r k e t  at p r i c e s  r e f l e c t i n g  f a i r  v a l u e :  o r

( B )  the i s s u i n g  b a n k  o r  trust c o m p a n y  h a s  c a p i t a l ,  s u r p l u s ,  

a n d  r e t a i n e d  e a r n i n g s  at the d a te  o f  is s u e  e q u a l i n g  at least S5()().()()0.(>()(>:

( 16 )  s e c u r i t i e s  o f  n o n d o m e s t i e  g o v e r n m e n t s  a n d  n o n d o m e s t i e  

g o v e r n m e n t  a g e n c i e s ,  th e  p r i n c i p a l  o f .  <>r in terest o n .  w h i c h  is  p a y a b l e  in e it h e r  

U n i t e d  S t a t e s  d o l l a r s  o r  n o n d o m e s t i e  c u r r e n c i e s :
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( 1 7 )  t a x a b l e  o r  t a x - e x e m p t  m u n i c i p a l  o r  sta te d eb t in s t r u m e n t s  

w h e t h e r  s u p p o r t e d  b y  r e v e n u e s ,  g e n e r a l  o b l i g a t i o n s ,  o r  g u a r a n t e e s ;

(1 8 )  s h a r e s  in a m o n e y  m a r k e t  o r  s h o r t - t e r m  i n v e s t m e n t  fu n d  that 

h a s  e i t h e r  c o l la t e r a l  s e c u r i t ie s  o f  a t y p e  a u t h o r i z e d  e l s e w h e r e  in t h is  s e c t io n  a s  

a c c e p t a b l e  c o l l a t e r a l  o r  s e c u r i t ie s  o f  s i m i l a r  q u a l i t y  to t h o s e  a u t h o r i z e d  e l s e w h e r e  

in th is  s e c t i o n  as a c c e p t a b l e  c o l l a t e r a l ;

( 1 9 )  l l x e d - i n c o m e  d e r i v a t i v e s ,  i n c l u d i n g  f o r w a r d s ,  fu t u r e s ,  o p t i o n s ,  

c o l l a t e r a l i z e d  s e c u r i t i e s ,  s tr u c t u r e d  n o te s ,  a n d  s w a p s ,  i n c l u d i n g  c r e d i t  d e fa u lt  

s w a p s ;

( 2 0 )  debt i n s t r u m e n t s  i s s u e d  b y  a n  e n t it y  d e s c r i b e d  in 15 A A C  

1 3 7 . 4 5 0 ( a ) ( 3 ) .

(h )  E x c e p t  f o r  i n v e s t m e n t s  m a d e  u n d e r  (a)( 15) o f  th is  s e c t i o n ,  c e r t i f i c a t e s  

o f  d e p o s i t  o r  the e q u i v a l e n t  i n s t r u m e n t s  that a r e  not o f  a q u a l i t y  that m a y  be 

r e a d i l y  s o l d  in a s e c o n d a r y  m a r k e t  at p r i c e s  r e f l e c t i n g  f a i r  v a l u e  m u s t  b e s e c u r e d  

b y  a  p l e d g e  a s  c o l la t e r a l  o f

( 1 ) i n v e s t m e n t s  a u t h o r i z e d  f o r  the p e r m a n e n t  fu n d  u n d e r  ( a ) ( I ) ,  (2 ).  

o r  ( 4 )  o f  t h is  s e c t i o n ;

(2 ) o b l i g a t i o n s  o f  the S t a t e  o f  A l a s k a  o r  i n s t r u m e n t a li t i e s  o f  the s la te  

that a r e  rate d  at least " A "  b y  a m a j o r  b o n d  r a tin g  s c r \  i c e  a n d  h a v e  a d e m o n s t r a t e d  

s e c o n d a r y  m a r k e t :  o r

(3 ) lette rs  o f  c r e d i t  i s s u e d  b y  an a g e n c y  o f  o r  e n t e r p r i s e  s p o n s o r e d  

b y  the U n i t e d  S t a t e s  G o v e r n m e n t ,  i n c l u d i n g  the G o v e r n m e n t  N a t i o n a l  M o r t g a g e
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A s s o c i a t i o n ,  the F e d e r a l  N a t i o n a l  M o r t g a g e  A s s o c i a t i o n ,  a n d  th e F e d e r a l  H o m e  

L o a n  M o r t g a g e  C o r p o r a t i o n ,

( c )  I n v e s t m e n t s  o r  o b l i g a t i o n s  p l e d g e d  a s  c o l l a t e r a l  u n d e r  (b ) o f  th is  

s e c t io n  m u s t  h a v e  v a l u e  at lea st e q u a l  to the fa c e  v a l u e  o f  th e c e r t i f i c a t e s  o f  

d e p o s i t  b e i n g  s e c u r e d .  T h e  A P F C  m a y  r e q u i r e  s u b s t it u t io n  o f  c o l l a t e r a l  in o r d e r  to 

e n s u r e  c o n t i n u e d  s a t i s f a c t i o n  o f  the r e q u i r e m e n t s  set o u t in (b ) o f  t h is  s e c t i o n ,

( d ) T h e  a g g r e g a t e  v a l u e  o f  i n v e s t m e n t s  m a d e  u n d e r  (a)(N) a n d  ( 1 0 )  o f  th is  

s e c t i o n  m a y  not e x c e e d  15 p e r c e n t  o f  the total v a l u e  o f  the p e r m a n e n t  f u n d .  (HIT. 

0 1 / 0 1 / 2 0 0 6 .  R e g .  )

A u t h o r i t y :  A S  3 7 . 1 3 . 1 2 0  A S  3 7 . 1 3 . 2 0 6  S e c .  4 ,  c h .  4 6 ,  S L A  2 0 0 5

15 A A C  1 3 7 .4 4 0 . P u b l i c l y  t r a d e d  e q u i t y  i n v e s t m e n t s .  T h e  a s s e t s  o f  the 

p e r m a n e n t  f u n d  m a y  b e  i n v e s t e d  in the f o l l o w i n g  p u b l i c l y  tr a d e d  e q u i t y  

i n v e s t m e n t s :

( 1 ) p r e f e r r e d  a n d  c o m m o n  stu c k  a n d  o t h e r  e q u i t y  in te re sts  in e n tit ie s  

o r g a n i z e d  in the U n i t e d  S t a t e s  a n d  e l s e w h e r e ,  i n c l u d i n g  o r d i n a r y  s h a r e s ,  

c o n v e r t i b l e  d e b t s e c u r i t i e s ,  in it ia l  p u b l i c  o f f e r i n g s  ( I P O ' s ) ,  e x c h a n g e  tra d e il  f u n d s  

( F T F ' s ) ,  A m e r i c a n  d e p o s i t o r y  r e c e i p t s  ( A I ) R ' s j .  A m e r i c a n  d e p o s i t o r y  s e c u r i t i e s  

( A I ) S ' s ) .  u 'o b a l  d e p o s i t o r y  s e c u r i t i e s  ( f i D S ' s ) .  a n d  g r a n t o r  tru sts;

( 2 )  e q u i t y  d e r i v a t i v e s ,  i n c l u d i n g  f o r w a r d s ,  fu tu r e s ,  o p t i o n s ,  s w a p s ,  

c o l l a t e r a l i z e d  s e c u r i t i e s ,  a n d  s t r u c t u r e d  n o tes.  (Hit. 01 o l  2 0 0 6 . R e g . ) 

A u t h o r i t y :  A S  3 7 . 1 3 . 1 2 0  A S  3 7 . 1 3 . 2 0 6  S e c .  4 .  c h .  4 6 .  S L A  2 0 0 5
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15 A A C  1 3 7.450. R e a l  e s t a t e  i n v e s t m e n t s ,  (a ) T h e  a s s e t s  o f  the 

p e r m a n e n t  f u n d  m a y  b e  in v e s t e d  in the f o l l o w i n g  rea l e s ta te  i n v e s t m e n t s :

(1 ) e q u i t y  in t e r e s t s  in. d e b t  o b l i g a t i o n s  s e c u r e d  b y  m o r t g a g e s  

g r a n t i n g  a lien o n .  a n d  o t h e r  s t r u c t u r e d  in v e s t m e n t  f o r m s  to f i n a n c e ,  rea l e s ta te  

that is l o c a t e d  in the U n i t e d  S t a t e s ,  is p r o f e s s i o n a l l y  m a n a g e d ,  a n d  is

( A )  i m p r o v e d  b y  c o m p l e t e d  a n d  s u b s t a n t i a l l y  ren ted

b u i l d i n g s ;

(13) lo c a t e d  w i t h i n  the m a r k e t  a r e a  o f  rea l p r o p e r t y  in w h i c h  

•he p e r m a n e n t  fu n d  h o l d s  an  e x i s t i n g  in terest a n d  is a c q u i r e d

(i) fo r  the p u r p o s e  o f  c r e a t i n g  o r  a d d i n g  to a p o r t f o l i o

o f  s i m i l a r  p r o p e r t i e s ;  o r

(ii)  to r e ta in  o r  s e r v i c e  the n e e d s  o f  e x i s t i n g  te n a n ts:  o r

(C ) t i m b e r l a n d  o r  o t h e r  a g r i c u l t u r a l  la n d :

(2 ) s u b j e c t  to (b ) o f  t h is  s e c t i o n ,  e q u i t y  in t e r e s t s  in . d eb t o b l i g a t i o n s  

s e c u r e d  b y  m o r t g a g e s  g r a n t i n g  a lie n  o n .  a n d  o t h e r  s t r u c t u r e d  in v e s t m e n t  f o r m s  to 

f i n a n c e ,  rea l estate that is lo c a t e d  o u t s i d e  the U n i t e d  S t a l e s ,  s o  l o n g  a s  the p r o p e r t y  

o t h e r w i s e  m e e t s  the r e q u i r e m e n t s  o f  ( I )(A )  o r  ( B )  o f  th is  s u b s e c t i o n ;

( 3 )  s u b je c t  to ( c ) o f  th is  s e c t i o n ,  e q u i t y  in t e r e s t s  in e n t i t ie s  f o r m e d  to 

dev e l o p  f o r  c o m m e r c i a l  p u r p o s e s  v a c a n t  o r  u n d e r d e v e l o p e d  real es ta te  l o c a t e d  in 

the U n i t e d  S t a t e s  that, w h e n  c o m p l e t e d  a n d  o c c u p i e d ,  w o u l d  m e e t  the 

r e q u i r e m e n t s  o f  ( I )( \ )  o f  th is  s u b s e c t i o n :



(4 ) in t e r e s t s  in a t i t l e h o l d i n g  e n t it y ,  real estate i n v e s t m e n t  trust, rea l 

estate o p e r a t i n g  c o m p a n y ,  o r  o t h e r  e n t it y  w h o s e  a s s e t s  c o n s is t  p r e d o m i n a n t l y  o f

( A )  p r o p e r t y  o f  a t y p e  in w h i c h  the A P F C  is o t h e r w i s e  

p e r m it t e d  to in v e s t  p e r m a n e n t  fu n d  a s s e t s  u n d e r  (1 ).  (2 ) .  o r  (3 ) o f  t h is  

s u b s e c t i o n ;  o r

( B )  in t e r e s t s  in o t h e r  e n tit ie s  in w h i c h  the A P F C  is p e r m i t t e d  

to in v e s t  p e r m a n e n t  f u n d  a s s e t s  u n d e r  ( 4 ) ( A )  o f  th is  s u b s e c t i o n .

(b ) T h e  a g g r e g a t e  v a l u e  o f  i n v e s t m e n t s  m a d e  m u lc t  \ a )(2) o f  th is  s e c t i o n  

m a y  not e x c e e d  f i v e  p e r c e n t  o f  the total v a l u e  o f  the p e r m a n e n t  fu n d .

( c )  T h e  a g g r e g a t e  v a l u e  o f  i n v e s t m e n t s  m a d e  u n d e r  ( a ) ( 3 )  o f  t h is  s e c t io n  

m a y  not e x c e e d  f i v e  p e r c e n t  o f  the total v a l u e  o f  the p e r m a n e n t  f u n d . ( E l f .

0 I/O 1 /2 0 0 6 .  R e g .  _  )

A u t h o r i t y :  A S  3 7 . 1 3 . 1 2 0  A S  3 7 . 1 3 . 2 0 6  S e c .  4 .  c h .  4 6 .  S L A  2 0 0 5

15 A C C  1 3 7 . 4 6 0 .  A l t e r n a t i v e  i n v e s t m e n t s ;  o t h e r  i n v e s t m e n t  t y p e s  a n d  

s t r a t e g i e s ,  (a ) T h e  a s s e t s  o f  the p e r m a n e n t  fu n d  m a y  be in v e s t e d  in the f o l l o w i n g  

a d d i t i o n a l  i n v e s t m e n t  t y p e s  a n d  s t r a t e g ie s :

( I ) l i m i t e d  l i a b i l i t y  p r i v a t e  e q u i t y  i n v e s t m e n t  e n t it ie s  a n d  f u n d s - o l  

f u n d s  w h o s e  i n v e s t m e n t s  a n d  in v e s t m e n t  s t r a t e g i e s  i n c l u d e  o n e  o r  m o r e  o f  the 

f o l lo w  in g  a p p r o a c h e s :

( A )  a c q u i s i t i o n s ,  i n c l u d i n g  b u y o u t s ,  g r o w t h  b u y o u t s ,  

p l a t f o r m  a d d - o n s .  a n d  in d u s t r y  c o n s o l i d a t i o n :
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( B )  v e n t u r e  c a p i t a l ,  i n c l u d i n g  s e e d ,  e a r l y ,  m i d d l e ,  late, 

e x p a n s i o n ,  a n d  d i v e r s i f i e d :

( C )  d e b t ,  i n c l u d i n g  m e z z a n i n e / s u b o r d i n a t e d  d e b t,  d i s t r e s s e d  

d e b t,  a n d  v e n t u r e  le a s in g / d e b t :

( I ) )  s p e c i a l  s i t u a t i o n s ,  i n c l u d i n g  i n d u s t r y - f o c u s e d ,  

t u r n a r o u n d ,  a n d  d i v e r s e :

(Li) o t h e r ,  i n c l u d i n g  s e c o n d a r i e s :

(2 ) c o - i n v e s t m e n t s  w i t h  e n tit ie s  a n d  f u n d s  o f  f u n d s  d e s c r i b e d  in ( I ) 

o f  th is  s u b s e c t i o n :

( 3 )  l i m it e d  l i a b i l i t y  h e d g e  fu n d  i n v e s t m e n t  e n t it ie s  a n d  fu n d s  o f  

f u n d s  w h o s e  i n v e s t m e n t s  a m i  i n v e s t m e n t  s t r a t e g ie s  i n c l u d e  o n e  o r  m o r e  o f  the 

f o l l o w i n g  a p p r o a c h e s :

( A )  r e l a t iv e  v a l u e ,  i n c l u d i n g  e q u i t y  m a r k e t  n e u t r a l,  f ix e d  

i n c o m e  a r b i t r a g e ,  a n d  c o n v e r t i b l e  a r b i t r a g e :

( B )  e v e n t - d r i v e n ,  i n c l u d i n g  m e r g e r  a r b i t r a g e ,  d i s t r e s s e d  

s e c u r i t ie s  d i s c o u n t e d  b a n k  d e b t ,  a n d  s p e c i a l  s it u a t io n s :

( O  d i r e c t i o n a l  t a c t ic a l  o p p o r t u n i s t i c ,  i n c l u d i n g  l o n g - s h o r t  

e q u i t y ,  m a n a g e d  f u t u r e s ,  a n d  g l o b a l  m a c r o :

(-1) c o m m o d i t i e s  a n d  c o m m o d i t y - l i n k e d  s e c u r i t ie s  a n d  d e r i v a t i v e s ,  

i n c l u d i n g  f o r w a r d s ,  f u t u r e s ,  o p t i o n s ,  s w a p s ,  a n d  s t r u c t u r e d  n o te s :

(5) hybrid investments and strategics: these investments may 

include domestic, nondomestie. public and private market equity, or fixed income
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s e c u r i t i e s ,  f i n a n c i a l  d e r i v a t i v e s ,  a n d  sh o rt  p o s i t i o n s  in p u b l i c l y  tr a d e d  d o m e s t i c  

a n d  in t e r n a t io n a l  e q u i t y  a n d  f ix e d  i n c o m e  s e c u r i t ie s :

( 6 )  m a n a g e d  fu t u r e s  f u n d s .

(b ) A n  i n v e s t m e n t  u n d e r  (a )  o f  th is  s e c t i o n  m a y  b e  m a d e  o n l y

(1 )  t h r o u g h  an in v e s t m e n t  m a n a g e r  u n d e r  c o n t r a c t  w i t h  the A P E C  

w i t h  d e m o n s t r a t e d  s k i l l  a n d  e x p e r i e n c e  i n v e s t i n g  in the s p e c i f i c  i n v e s t m e n t  t y p e  o r  

s t r a t e g y  a u t h o r i z e d  u n d e r  (a ) :  o r

t 2 )  o n  the r e c o m m e n d a t i o n  a n d  a d v i c e  o f  a n  i n d e p e n d e n t  f i d u c i a r y  

r e t a in e d  b y  the A I M C  to e v a l u a t e  a  s p e c i f i c  p r o p o s e d  i n v e s t m e n t  o r  i n v e s t m e n t  

s t r a t e g y .  ( E f f .  01 ' 0 1 ' 2 0 0 6 .  R e g .  )

A u t h o r i t y :  A S  3 7 . 1 3 . 1 2 0  A S  3 7 . 1 3 . 2 0 6  S e c .  4 ,  c h .  *16. S L A  2 0 0 5

15 A A C  1 3 7 . 4 7 0 .  I n t e r e s t s  in  c o l l e c t i v e  o r  c o m m i n g l e d  i n v e s t m e n t  

f u n d s .  I he a s s e t s  o f  the p e r m a n e n t  f u n d  m a y  h e  inv c s t c d  m  s h a r e s  o r  o t h e r  

in te r e s ts  in c o l l e c t i v e  a n d  c o m m i n g l e d  i n v e s t m e n t  f u n d s  that in v e s t  p r e d o m i n a n t l y  

in i n v e s t m e n t s  o t h e r w i s e  p e r m i t t e d  u n d e r  15 A A C  1 3 7 . 4 1 0  15 A A C  1 3 7 . 5 3 0 .

( l i f f .  01 01 2 0 0 6 .  R e g .  )

A u t h o r i t y :  \ S  3 7 . 1 3 . 1 2 0  A S  3 7 . 1 3 . 2 0 b  S e e  I .  c h  4 6 .  S I  A  2 0 0 5

15 \ A C  1 3 7 . 4 8 0 .  f  o r e i g n  c u r r e n c y  t r a n s a c t i o n s .  \  m a n a g e r  o l  

p e r m a n e n t  fu n d  a s s e t s  m a y .  w uh the p r i o r  a p p r o v a l  • »t the e x e c u t i v e  d i r e c t o r  o r  the 

d u e l  i n v e s t m e n t  o f f i c e r ,  u t i l i z e  f o r e i g n  e x c h a n g e  t r a n s a c t i o n s  S u c h  t r a n s a c t i o n s
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i n c l u d e  c u r r e n c y  f o r w a r d s ,  fu t u r e s ,  s w a p s ,  a n d  o p t i o n s ,  a s  w e l l  a s  c u r r e n c y  

s t r a t e g i e s ,  i n c l u d i n g  h e d g i n g ,  c r o s s - h e d g i n g ,  a n d  l o n g  o r  s h o rt  d i r e c t i o n a l  

s t r a t e g i c s .  ( I-IT. 0 1 / 0 1 / 2 0 0 6 .  R e g .  )

A u t h o r i t y :  A S  3 7 . 1 3 . 1 2 0  A S  3 7 . 1 3 . 2 0 6  S e c .  4 .  c h .  4 6 ,  S L A  2 0 0 5

15 A A C ’ 1 3 7 . 4 9 0 .  S h o r t - s e l l i n g .  In a d d i t i o n  to the s p e c i f i c  a u t h o r i t y  f o r  

the u s e  o f  s h o r t - s e l l i n g  s t r a t e g i c s  g r a n t e d  u n d e r  15 A A C  1 3 7 . 4 6 0 .  a m a n a g e r  o f  

p e r m a n e n t  f u n d  a s s e t s  m a y ,  w i t h  the p r i o r  a p p r o v a l  o f  the e x e e u t i\  e d i r e c t o r  o r  the 

c h i e f  i n v e s t m e n t  o f f i c e r  a n d  c o n s is t e n t  w i t h  the l i m i t a t i o n s  o n  the u se o f  l e v e r a g e  

p r o v i d e d  u n d e r  15 A A C  1 3 7 . 5 0 0 .  u t i l i / c  s h o r t - s e l l i n g  a s  a part o f  the m a n a g e r 's  

o v e r a l l  i n v e s t m e n t  s t r a t e g y .  ( L I T .  01 0 1 / 2 0 0 6 .  R e g .  )

A u t h o r i t y :  A S  3 7 . 1 3 . 1 2 0  A S  3 7 . 1 3 . 2 0 6  S e c .  4 .  c h .  4 6 .  S L A  2 0 0 5

I S A A C  1 3 7 . 5 0 0 .  L e v e r a g e ,  (a )  A  m a n a g e r  o f  p e r m a n e n t  fu n d  a s s e t s  

m a y .  w ith the p r i o r  a p p r o v a l  o f  the e x e c u t i v e  d i r e c t o r  o r  c h i e f  in v e s t m e n t  o f f i c e r ,  

u t i l i / e  le v e r a g e  a s  part o f l l i e  i m c . s t m c u l  s t r a t e g y  f o r  th e p o r t f o l i o  f o r  w h i c h  the 

m a n a g e r  i> r e s p o n s i b l e ,  s o  l o n g  a s  the c r e d i t o r 's  r e c o u r s e  o n  the l e v e r a g e  a m o u n t  is

( 1) not a g e n e r a l  o b l i g a t i o n  o f  if. • p e r m a n e n t  f u n d  o r  the . V I  ( : an d

(2 )  is l i m i t e d  to e it h e r

t \ )  the p e r m a n e n t  fu n d  a s s e t s  f o r  w h i c h  the m a n a g e r  a i t  > as

m a n a g e r ;  o r
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(b )  A  m a n a g e r  o f  p e r m a n e n t  fu n d  a s s e t s  s h a ll  u s e  l e v e r a g e ,  i f  at a l l .  in  a 

p ru d e n t m a n n e r  that is  c o n s is t e n t  w it h  l e v e r a g e  a p p l i e d  b y  p r o f e s s i o n a l  a s s e t

m a n a g e r s  u s i n g  s i m i l a r  i n v e s t m e n t  s t r a t e g ie s .  ( E l f .  0 1 / 0 1 / 2 0 0 6 ,  R e g .  )

A u t h o r i t y :  A S  3 7 . 1 3 . 1 2 0  A S  3 7 . 1 3 . 2 0 6  S e c .  4 .  c h .  4 6 ,  S L A  2 0 0 5

15 A A C  1 3 7 . 5 1 0 .  L e n d i n g  o f  p e r m a n e n t  f u n d - o w n e d  s e c u r i t i e s .  

S e c u r i t i e s  p u r c h a s e d  b y  o r o t h e r w i . s e  h e ld  f o r  the p e r m a n e n t  f u n d  m a y  b e  l o a n e d  

to s e c u r i t i e s  d e a l e r s  o r  f i n a n c i a l  in s t it u t io n s ,  p r o v i d e d  the l o a n  i s  c o l l a t e r a l i z e d  b y  

c a s h  o r  s e c u r i t i e s  h a v i n g  a m a r k e t  v a l u e  o f  at least 102 p e r c e n t  o f  the m a r k e t  v a l u e  

o f  s e c u r i t i e s  l o a n e d  ( l * f f .  0 1 / 0 1 / 2 0 0 6 ,  R e g .  ____)

A u t h o r i t y :  A S  3 7 . 1 3 . 1 2 0  A S  3 7 . 1 3 . 2 0 6  S e c .  4 .  c h .  4 6 .  S L A  2 0 0 5

15 A  A C  1 3 7 . 5 2 0 .  F o r m  o f  a s s e t  h o l d i n g s .  U n l e s s  o t h e r w i s e  p r o v i d e d  in 

15 A A C  1 3 7 . 4 1 0  15 A A C  1 3 7 . 5 3 0 .  the A P F C ’ m a y  in v e s t  p e r m a n e n t  f u n d  a s s e t s

d i r e c t l y  in the n a m e  o f  the p e r m a n e n t  fu n d ,  t h r o u g h  a  l i m i t e d  l i a b i l i t y  e n t i t y ,  

i n c l u d i n g  a c o r p o r a t i o n ,  l i m it e d  p a r t n e r s h i p ,  l i m i t e d  l i a b i l i t y  p a r t n e r s h i p ,  o r  

l i m it e d  l i a b i l i t y  c o m p a n y ,  o r  t h r o u g h  a c o l l e c t i v e  o r  c o m m i n g l e d  in v e s t m e n t  fu n d ,  

i n c l u d i n g  a  f u n d - o f - f u n d s .  tl  if .  o i  0 1 / 2 0 0 6 .  R e g .  i 

A u t h o r i t y :  A S  3 7 . 1 3 . 1 2 0  A S  3 7 . 1 3 . 2 0 6  S e e .  4 .  c h .  4 6 .  S I . A  2 0 0 5

15 A A C  1 3 7 . 5 3 0 .  I n v e s t m e n t s  n o t  o t h e r w i s e  p e r m i t t e d ,  ( a l  H ie  

p e r m a n e n t  fu n d  m a y  h o l d  a s s e t s  not o t h e r w i s e  a u t h o r i z e d  u n d e r  15 A A C  1 3 7 . 4 1 0  

15 A A C  13 7 . 5 2 0  that
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(1 )  w e r e  h e ld  b y  the p e r m a n e n t  f u n d  b e f o r e  J a n u a r y  1, 2 0 0 6 :

(2 )  a re  d i s t r ib u t e d  to the p e r m a n e n t  f u n d  a s  the re su lt  o f  a 

l iq u id a t i o n  o f  o t h e r  a s s e t s  h e ld  b y  the f u n d ;  o r

( 3 )  a r e  a c q u i r e d  b y  a m a n a g e r  o f  p e r m a n e n t  fu n d  a s s e t s  b e c a u s e  the 

a s s e t s  a r e  i n c l u d e d  in a n  i n v e s t m e n t  i n d e x  that is a p p l i e d  b y  the A P F C  to m e a s u r e  

that m a n a g e r 's  i n v e s t m e n t  p e r f o r m a n c e .

(b ) T h e  p e r m a n e n t  f u n d  m a y  h o ld  an a s s e t  d e s c r i b e d  in (a )  o f  th is  s e c t i o n  

s o  l o n g  a s  h o l d i n g  th e a s s e t  s a t i s f i e s  the p r u d e n t - i n v c s t o r  r u le  sta te d  in 

A S  3 7 . 13 . 1 2 0 (a ).

te) The A P I ' C  m u s t  l i q u i d a t e ,  r e s t r u c t u r e ,  o r  o t h e r w i s e  b r i n g  into 

c o m p l i a n c e  a p e r m a n e n t  f u n d  in v e s t m e n t  that c e a s e s  to s a t i s f y  the p r u d e n t  i n v e s t o r  

r u l e  stated  in A S  3 7 . 1 3 . 1 2 0 ( a )  w i t h i n  s i x  m o n t h s  a f t e r  the a s s e t  first f a i l s  to s a t i s f y  

that ru le .  (I  ff. 01 () I 2 0 0 6 .  R e g .  I

A u t h o r i t y :  A S  3 7 . 1 3 . 1 2 0  A S  1 3 . 2 0 6  S e c .  4 .  e h . 4 6 .  S L A  2 0 0 5

15 A  \ C  13 7 . 0 0 0  is r e p e a le d  a n d  r e a d o p l e d  to r e a d :

I S  A A C  1 3 7 . 9 9 0 .  D e f i n i t i o n s .  U n l e s s  th e c o n t e x t  r e q u i r e s  o t h e r w i s e ,  in 

15 A A C  1 3 7 . 4 1 0  15 A A C  1 3 7 . 9 9 0
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(2 )  " c h i e f  i n v e s t m e n t  o f f i c e r "  m e a n s  th e c h i e f  i n v e s t m e n t  o f f i c e r  o f

the A P F C :

( 3 )  " c o - i n v e s t m e n t "  m e a n s  a d i r e c t  i n v e s t m e n t  o f  p e r m a n e n t  

f u n d  a s s e t s  in  a n  e n t i t y  at t h e  s a m e  t i m e  a n d  o n  (tie s a m e  e c o n o m i c  t e r m s  a s  

a n  i n v e s t m e n t  o f  p e r m a n e n t  f u n d  a s s e t s  in  t h a t  e n t i t y  m a d e  t h r o u g h  a p r i v a t e  

e q u i t y  f u n d  u n d e r  15 A A C  1 3 7 . 4 6 0 ( a ) ( 1 ) ;

( 4 )  " c o l l e c t i v e  o r  c o m m i n g l e d  i n v e s t m e n t  f u n d "  m e a n s  a n  e n tity  

w h o s e  p u r p o s e  is to  d i r e c t  th e c o l l e c t i v e  i n v e s t m e n t  o f  a s s e t s ,  i n c l u d i n g  a  c o m m o n  

trust fu n d ,  a  c o l l e c t i v e  trust fu n d ,  a unit i n v e s t m e n t  tru st,  a n  o p e n - e n d  o r  c l o s e d -  

e n d  m u t u a l  f u n d ,  an o p e n - e n d  o r  c l o s e d - e n d  r e g i s t e r e d  i n v e s t m e n t  c o m p a n y ,  o r  

a n y  o t h e r  c o l l e c t i v e  o r  c o m m i n g l e d  i n v e s t m e n t  v e h i c l e  that is  e n g a g e d  p r i m a r i l y  

in the p u r c h a s e  a n d  stile o f  s e c u r i t i e s  o r  o t h e r  a s s e t s :

( 5 )  " c o m m o d i t i e s "  m e a n s

( A )  m a t e r i a l s ,  s u c h  a s  g o l d ,  c o p p e r ,  s i l v e r ,  a n d  p e t r o l e u m :

(M) t i m b e r  a n d  o t h e r  a g r i c u l t u r a l  c r o p s :

( C )  f o o d s :

(1)1 o t h e r  n a tu ra l  r e s o u r c e s :  a n d

( I : )  p r o d u c t s  o f  t h e i t e m s  i d e n t i f i e d  in ( A t  11)) o f  this

p a r a g r a p h ;

( 6 )  " d e r i v a t i \ e "  m e a n s  a n  in s t r u m e n t  w h o s e  \ a l u e .  u s e f u l n e s s ,  a n d  

m a r k e t a b i l i t y  is  d e p e n d e n t  u p o n  o r  d e r i v e s  f r o m  a n  u n d e r l y i n g  a s s e t ;  c l a s s e s  o f
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d e r i v a t i v e s  i n c l u d e  f u t u r e s  c o n t r a c t s ,  o p t i o n s ,  f o r w a r d  c o n t r a c t s ,  i n c l u d i n g  

c u r . e n c y  f o r w a r d  c o n t r a c t s ,  s w a p s ,  a n d  o p t i o n s  o n  fu tu r e s :

(7 ) " d e r i v a t i v e  b a s e d  s t r a t e g y "  m e a n s  a n  i n v e s t m e n t  s t r a t e g y  u s e d  

b y  i n v e s t o r s  that in v e s t  in m a r k e t s  t y p i c a l l y  d o m i n a t e d  b y  d e r i v a t i v e  i n s t r u m e n t s :

( S )  " e x e c u t i v e  d i r e c t o r "  m e a n s  th e  e x e c u t i v e  d i r e c t o r  o f  the A  E E C :

( 9 )  " h y b r i d  i n v e s t m e n t  o r  s t r a t e g y "  m e a n s  a m u l t i -p a r t  i n v e s t m e n t  

that m a y  i n c l u d e  h e d g e  f u n d s ,  a r b i t r a g e  fu n d s ,  d e r i v a t i v e - b a s e d  s t r a t e g ie s ,  

s t r a t e g i c  b l o c k  i n v e s t m e n t  fu n d s ,  o r c r o s s m e r  f u n d s  w h e r e  the u n d e r l y i n g  

i n v e s t m e n t s  c o n s is t  o f  b o th  p u b l i c  a n d  p r i v a t e  i n v e s t m e n t s ,  i m  l u d i n g  both debt 

a n d  e q u i t y  in s t r u m e n t s :

( 1 0 )  " i n c l u d e s "  o i  " i n c l u d i n g "  h a s  the s a m e  m e a n i n g  g i v e n  in 

A S  0 1 .1 0 .0 4 1 ) ;

(1 1 )  " i n v e s t m e n t  g r a d e "  m e a n s  a S t a n d a r d  P o o r 's  C o r p o r a t i o n  

r a t in g  B O B  o r  b e tte r,  o r  M o o d y ' s  ' n v e s t o r s  S e r v i c e ,  I n c . .  r a t i n g  o f  B a a  o r  b e tte r,  

i n c l u d i n g  a r a tin g  u  ith a " » "  o r  d e s i g n a t i o n  o r  o t h e r  v a r i a t i o n s  that o c c u r  

w i t h i n  t h e s e  r a t i n g s ,  o r  a c o m p a r a b l e  i . it iu g  b y  a n o t h e r  n a t i o n a l l y  r e c o g n i z e d  

r a t i n g  o r g a n i z a t i o n  o r  b y  a r e c o g n i z e d  r a tin g  s e r \  i n the j u r i s d i c t i o n  o  the 

i s s u e r :

( 1 2 )  " l e v e r a g e "  m e a n s  the u s e  o l  v a r i o u s  f i n a n c i a l  in s t r u m e n t s  o r  

b o r r o w e d  c a p i t a l ,  s u c h  a s  m a r g i n ,  to in c r e a s e  the p o t e n t ia l  retu rn  o f  a n  i n v e s t m e n t ;

( 1 3 )  " m a n a g e r  o f  p e r m a n e n t  f u n d  a s s e t s "  m e a n s  a n  i n d i v i d u a l ,  f i r m ,  

o r  o t h e r  e n t i t y  th at, e i t h e r  b y  c o n t r a c t  o r  e m p l o y m e n t  w it h  th e A P I  ( ' .  h a s

Register , ________?00 REVENUE
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r e s p o n s i b i l i t y  f o r  the i n v e s t m e n t  a n d  m a n a g e m e n t  o f  a  p o r t io n  o f  the a s s e t s  o f  the 

p e r m a n e n t  fu n d ;

( 1 4 )  " p e r m a n e n t  f u n d "  h a s  the m e a n i n g  g i v e n  " f u n d "  in 

A S  3 7 . 1 3 . 9 0 0 ;

( 1 5 )  " s e c u r i t y "  m e a n s  an  in s t r u m e n t  that s i g n i f i e s  an o w n e r s h i p  

p o s i t i o n  in a c o r p o r a t i o n  o r  o t h e r  p r i v a t e  e n t it y ,  a c r e d i t o r  r e l a t io n s h i p  w i t h  a 

c o r p o r a t i o n ,  o t h e r  p r i v a t e  e n t it y ,  o r  g o v e r n m e n t a l  b o d y  o r  e n t it y ,  o r  r ig h t s  io 

o w n e r s h i p  s u c h  a s  t h o s e  r e p r e s e n t e d  b y  an o p t i o n ,  fu tu re  o r  f o r w a r d  c o n t r a c t ,  

s u b s c r i p t i o n  r ig h t ,  o r  s u b s c r i p t i o n  w a r r a n t ;  " s e c u r i t y "  i n c l u d e s

( \ )  s t o c k s ,  b o n d s ,  c o n v e r t i b l e  b o n d s ,  b i l l s ,  n o t e s ,  d e b e n t u r e s ,  

b a n k e r s  a c c e p t a n c e s ,  c o m m e r c i a l  p a p e r ,  c e r t i f i c a t e s  o f  d e p o s i t ,  a n d  s h a r e s  

o f  a real e state i n v e s t m e n t  trust o r  real e s ta t e  o p e r a t i n g  c o m p a n y ;

(M l the t y p e s  o f  s e c u r i t i e s  i d e n t i f i e d  u n d e r  ( A )  o f  th is  

p a r a g r a p h  p u r c h a s e d  o n  a w r e n  i s s u e d  b a s i s ;  a n d

( C l  c o m b i n a t i o n s  o f  the t y p e s  o f  s e c u r i t i e s  i d e n t i f i e d  u n d e r  

I A )  a n d  (M) o f  t h is  p a r a g r a p h  i s s u e d  a s  a s i n g l e  in s t r u m e n t ;

( I 6 )  " s h o r t - s e l l i n g "  m e a n .

( A )  the s e l l i n g  ol a s .* cu rtly  that the s e l l e r  d o e s  not o u  n ; o r  

( I t )  a n y  s a l e  that is  c o m p l e t e d  b y  the d e l i v e r y  o f  a s e c u r i t y  

b o r r o w e d  b y  th e s e l l e r ,  ti ll'. 0 1/01 /20(16 . R e g .  )

Register ____  200 REVENUE
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15 A A C  137 is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  to r e a d :

A R T I C L E  4 .  A L A S K A  P E R M A N E N T  F U N D  C O R P O R A T I O N  
O P E R A T I O N A L  a c t i v i t i e s

S e c t i o n  
6 1 0 .  C o n f i d e n t i a l  r e c o r d s

15 A A C  1 3 7 . 6 1 0 .  C o n f i d e n t i a l  r e c o r d s ,  (a )  T h e  A P F C  m a y  p r e s e r v e  the 

c o n f i d e n t i a l i t y  o f  i n f o r m a t i o n  that d i s c l o s e s  the p a r t i c u l a r s  o f  the b u s i n e s s  o r  the 

a f f a i r s  o f  a p r i v a t e  e n t e r p r i s e  o r  i n v e s t o r  i f  the e x e c u t i v e  d i r e c t o r  c o n c l u d e s  that 

s u c h  d i s c l o s u r e  w o u l d

( 1) u n f a i r l y  p r e j u d i c e  th e a b i l i t y  o f  the A P F C  o r  its i n v e s t m e n t  

m a n a g e r s  to in v e s t  a n d  m a n a g e  f u n d  a s s e t s ;

(2 )  r e v e l  t r a d e  s e c r e t s  o r  t e c h n i c a l  d a ta  r e a s o n a b l y  h e ld  a s  

c o n f i d e n t i a l  in th e f i n a n c e  i n d u s t r y :

(3 )  r e v e a l  m a t t e r s ,  the i m m e d i a t e  k n o w l e d g e  f  w h i c h  w o u l d  c l e a r l y  

h a v e  an a d v e r s e  e f f e c t  u p o n  th e f i n a n c e s  o f the A P F C  o r  the p e r m a n e n t  fu n d ,  

i n c l u d i n g  i n f o r m a l ,  m  r e l a t in g  to p e n d i n g  t r a n s a c t i o n s  o r  i n v e s t m e n t s  u n d e r  

c o n s i d e r a t i o n :  o r

(4 )  v i o l a t e  p r o \  i s i o n s  o f  a p p l i c a b l e  law

(b ) In t a k i n g  a c t i o n  u n d e r  th is  s e c t i o n  to p r e s e r v e  c o n f i d e n t i a l i t y ,  the 

e x e c u t i v e  d i r e c t o r  m a y  d e c l a r e  s p e c i f i c  r e c o r d s  o f  the A P F C .  o r  a p p r o p r i a t e  

p o r t i o n s  o l  s p e c i f i c  r e c o r d s ,  i n c l u d i n g  d o c u m e n t s  s u b m i t t e d  lo  th e A P F C ’ that w e r e

R egister  200 REVENUE
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p r e p a r e d  b y  o t h e r s ,  to be c o n f i d e n t i a l  a n d  e x e m p t  f r o m  the p u b l i c  d i s c l o s u r e  

p r o v i s i o n s  o f  A S  4 0 . 2 5 . 1 1 0  a n d  A S  4 0 . 2 5 . 1 2 0  b a s e d  o n

( 1) e x p r e s s  d e t e r m i n a t i o n  o f  the b o a r d ;

(2 )  g u i d e l i n e s  o f  the b o a r d ;

( 3 )  c o n f i d e n t i a l i t y  p r o v i s i o n s  i n c l u d e d  in c o n t r a c t s ;  o r

( 4 )  c o n f i d e n t i a l i t y  p r o v i s i o n s  in r e q u e s t s  f o r  p r o p o s a l s  o r  in v i t a t i o n s

to b id .

( c )  F o r  p u r p o s e s  o f  A S  3 7 . 1 3 . 2 0 0  a n d  th is  s e c t i o n ,  " p r i v a t e  e n t e r p r i s e  o r  

i n v e s t o r "  i n c l u d e s  in v e s t m e n t  m a n a g e r s ,  a d v i s o r s ,  c o n s u l t a n t s ,  c o u n s e l ,  i s s u e r s  o f

s e c u r i t i e s ,  a n d  b o r r o w e r s .  ( F I T .  ___ /____ / 2 0 0 5 .  R e g i s t e r ______)

A u t h o r i t y  ; A S  3 7 . 1 3 . 2 0 0  A S  3 7 . 1 3 . 2 0 6  A S  4 4 . 6 2 . 3 1 0 (c)

R egis te r  , __________  2 0 0 _  REVENUE

A R T IC I.K  5. O F .N K R A I. PROV IS IO N S

S e c t i o n  
090. Definitions

I S A A C  1 3 7 . 9 9 0 .  D e f i n i t i o n s .  U n l e s s  th e c o n t e x t  i n d i c a t e s  o t h e r w i s e ,  in 

15 AAC 137.610 15 AAC I 0.99(1,

( 1 ) " A P F C "  m e a n s  the A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n  

e s t a b l i s h e d  u n d e r  A S  U .  13 . 0 4 0 ;

(2 )  " e x e c u t i v e  d i r e c t o r "  m e a n s  the e x e c u t i v e  C  e A P F C ;12482831



(3 )  " p e r m a n e n t  f u n d "  h a s  the m e a n i n g  g i v e n  " f u n d "  in

A S  3 7 . 1 3 . 9 0 0 .  ( E f f .  I  / 2 0 0 5 ,  R e g i s t e r  )

A u t h o r i t y :  A S  3 7 . 1 3 . 2 0 0  A S  3 7 . 1 3 . 2 0 6

Register , ___________  200__ REVENUE



A l a s k a  S t a t e  S e n a t e
Senate Finance Committee

Mail Stop 3100 
State Capitol 

Juneau, Alaska 99801-1182

AGENDA

Thursday. February 23, 2006 
9:00 a.m.

Official Business

Joint Meeting with House Finance Committee
Presentation by Callan Associates:

PFD Five Year Forecast



A la s k a  P e rm a n e n t  F u n d  

F is c a l  2 0 0 5  s u m m a ry

• Total fund return: 10.4%
• Real rate of return after inflation: 7.7%
• Fund balance on June 30 (after dividends) 
29.96 billion

• Increase over FY04 ending balance: $2.56 
billion

f * . )



F u n d  to ta l  r e tu rn  FYOO
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F Y  2 0 0 6  p e r fo rm a n c e
as o f  D ecem ber 31, 2005

Total return: 6.7% (annualized 13.4%)
Ending value on December 31: $32.2
Gain from FY05 ending balance: $2.3 
billion
Realized income: $1.3 billion



N e w  re g u la to ry  a u th o r i ty :  

In v e s tm e n t  r e g u la t io n s
S t a f f  w o r k e d  w i t h  C a l l a n  A s s o c i a t e s ,  B o a r d  
a d v i s o r s ,  o u t s i d e  m a n a g e r s  a n d  o u r  l e g a l  c o u n s e l  
t o  d r a f t  n e w  i n v e s t m e n t  r e g u l a t i o n s .

T h e  d e t e r m i n a t i o n  o f  c o u n s e l  w a s  t h a t  t h e  
r e g u l a t i o n s  w o u l d  n e e d  t o  d e f i n e  t h e  P r u d e n t  
I n v e s t o r  R u l e ,  a n d  c o v e r  a l l  p o s s i b l e  i n v e s t m e n t s ,  
i n c l u d i n g  t h o s e  t h a t  t h e  T r u s t e e s  m a y  n o t  b e  
c o n s i d e r i n g  a t  t h i s  t i m e .

T h i s  l e v e l  o f  d e t a i l  w i l l  p r e v e n t  A P F C  f r o m  b e i n g  
o u t  o f  c o m p l i a n c e  w i t h  o u r  r e g u l a t i o n s .



N e w  re g u la t io n s :  
C o n f id e n t ia l  r e c o rd s  re g u la t io n s
APFC has been required by statute since 1980 to keep 
confidential information regarding the business or affairs 
of a private enterprise or investor.
Counsel advised APFC to draft regulations that would 
make clear the determination process used in releasing or 
withholding information.
No documents are confidential today that were not 
confidential a year ago.
This statute primarily affects information relating to our 
real estate, private equity and absolute return investments.


