STATE OF ALASKA
Department of Revenue
Treasury Division
333 Willoughby Avenue, 11" Floor, State Office Building
PO Box 110405
Juneau, AK 99811-0405

Request For Proposals
RFP 15-003
Date of Issue: July 18, 2014

Services to Conduct Independent
Audit of State Performance Consultants

Respondents Are Not Required To Return This Form.

Important Notice: If you received this solicitation from the State of Alaska’s “Online
Public Notice” web site, you must register with the procurement officer listed in this
document to receive subsequent amendments. Failure to contact the procurement officer
may result in the rejection of your offer.

Name: Gary Bader, Chief Investment Officer
Judy Hall, ARMB Liaison Officer

Project Directors

Department of Revenue



TABLE OF CONTENTS

1. SECTION ONE: INTRODUCTION AND INSTRUCTIONS..................1
1.1 Introduction and Purpose
1.2  ARMB Address and Telephone Number
1.3 Calendar of Events
1.4 Contract Term, Work Schedule and Location
1.5  Contract Pricing
1.6 Proposal Submission
1.7 Modifications, Corrections or Withdrawals of Offers
1.8 Required Review
1.9  Questions Prior to Opening of Proposals
1.10 Amendments
1.11  Multiple or Alternate Proposals
1.12  Discussion Format
1.13 Right of Rejection
1.14 RFP Response Costs
1.15 Taxes
1.16 Confidentiality
1.17  Subcontractors or Joint Ventures
1.18 Conflict of Interest
1.19 Inspection
1.20 RFP Solicitation
1.21 News Releases
1.22  Assignment
1.23 Disputes
1.24  Severability

2. SECTION TWO: STANDARD PROPOSAL INFORMATION...........ccvenn.e.
2.1  Authorized Signature
2.2  Pre-Proposal Conference
2.3 Discussions with Respondents
2.4 Notice of Intent to Award
2.5 Protest
2.6 Contract Negotiation

3. SECTION THREE: STANDARD CONTRACT INFORMATION................ 11
3.1 Contract Type
3.2  Contract Approval
3.3  Standard Contract Provisions
3.4  Proposal as Part of Contract
3.5  Additional Terms and Conditions
3.6 Insurance Requirements
3.7  Contract Funding

RFP 15-003
Performance Consultant Audit



3.8  Proposed Payment Procedures

3.9 Contract Payment

3.10 Inspection & Modification — Reimbursement for Unacceptable
Deliverables

3.11 Termination for Default

3.12 Contract Changes — Unanticipated Amendments

4. SECTION FOUR: BACKGROUND INFORMATION.......ccoviviiiiiiiiien, 14

5. SECTION FIVE: SCOPE OF WORK ...t e e e, 15
5.1  General Scope of Services
5.2  Detailed Scope of Services

6. SECTION SIX: PROPOSAL FORMAT AND CONTENT........................16
6.1  General
6.2 Proposal Cover Letter
6.3  Proposal

6.4 Understanding Scope of Services / Methodology
6.5  Organization and Experience
6.6  Professional Qualifications and Experience of Staff

7. SECTION SEVEN: PROPOSAL FORMAT AND CONTENT.......ccooevvvvnnne. 22
7.1 Fees, Billing and Costs
7.2 General

8. SECTION EIGHT: EVALUATION CRITERIA AND SELECTION............ 24

8.1  Evaluation of Proposals
8.2 Evaluation Factors

9. SECTION NINE: ATTACHMENTS.......ooiii i 25
9.1  Standard Agreement Form with Appendix A & Appendix B2
9.2  Background on Plans, Staff and Assets
9.3  Consultants’ Contracts

RFP 15-003
Performance Consultant Audit



SECTION ONE
GENERAL INFORMATION

1.1 INTRODUCTION & PURPOSE

This Request for Proposal (RFP) is issued by the Alaska Retirement Management Board
(ARMB) for the purpose of soliciting proposals from qualified firms to provide an audit
of the performance consultants. Alaska Statute 37.10.220(a)(11) requires that the Board
contract for an independent audit of the state’s performance consultant not less than once
every four years.

The examination does not require the services or expression of opinion by a certified
public accountant (CPA), but a demonstrated familiarity with the Global Investment
Performance Standards (GIPS) of the CFA Institute is essential.

Respondents are expected to express an opinion regarding:

e The reasonableness, consistency and accuracy of the methods, factors and
data used in the calculations of the investment returns, and

e The adequacy of report frequency, content and format of the investment
returns.

An Evaluation Committee will score written proposals according to predetermined
criteria. Proposal discussions as outlined in AAC 112.140(i) may occur as part of the
evaluation process. ARMB reserves the right to reject all proposals, and/or not to award
the contract.
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1.2 ARMB ADDRESS AND TELEPHONE NUMBER

The ARMB address and telephone number for this RFP is:

Alaska Retirement Management Board
Alaska Department of Revenue, Treasury Division

PO Box 110405

Juneau, Alaska 99811-0405

Physical Address: 333 Willoughby Avenue, 11" Floor
State Office Building
Juneau, Alaska 99801

Project Directors: Gary Bader, Chief Investment Officer
Judy Hall, ARMB Liaison Officer

Phone: (907) 465-3749
Fax: (907) 465-2389
E-Mail: judy.hall2@alaska.gov

Subject: RFP # 15-003

ARMB assumes no liability for incorrect addresses, delivery of notices or RFP packages

by public or private carriers.

1.3 CALENDAR OF EVENTS

RFP Issued

Required Review and Questions Due
Receipt of Proposals

Open Proposals

Evaluation Committee Meeting

Committee Evaluation Results Presented to Board
Board Accepts Committee Recommendation

And Issues Notice of Intent to Award
Contract issued

Draft Report for Staff Review

Work Complete — Report to Board

July 18, 2014 — Monday

July 28, 2014 — Monday
August 18, 2014 — Monday
August 19, 2014 — Tuesday
September 17, 2014 — Wednesday
September 18-19, 2014 -
September 18-19, 2014
September 22, 2014 — Monday
October 3, 2014

November 10, 2014

December 4-5, 2014 (TBD)

1.4 CONTRACT TERM, WORK SCHEDULE AND LOCATION

The contract term and work schedule represent ARMB’s best estimate of the schedule
that will be followed. If a component of the schedule outlined in Section 1.3 above is
delayed, the remainder of the schedule will be shifted by the same number of days.
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The total period of performance will be from the date of award, approximately October 3,
2014 to March 31, 2015.

There is no specific location for this work. The successful Respondent may be required
to travel to Juneau, Alaska to confer with State of Alaska staff, and is required to make
one trip to Alaska to present the final report to ARMB.

1.5 CONTRACT PRICING

The Respondent shall provide a fixed price for the review. If incidental costs are
included in the proposal, such costs shall be clearly identified and segregated from actual
engagement related costs. The Respondent shall provide hourly rates for professional
staff for the time and material consulting portion of the engagement in the format
outlined in Section 7.

1.6 PROPOSAL SUBMISSION

Proposals must be physically received by the Alaska Retirement Management Board, c/o
Department of Revenue, Treasury Division, at the address shown in Section 1.2 above no
later than 4:00 p.m. Alaska Prevailing Time, August 18, 2014. Failure to meet the
deadline will result in disqualification of the proposal without review. ARMB is not
liable for delays caused by any public or private mail carrier. Please be advised not all
delivery services honor overnight delivery to Juneau and weather may delay flights.
Should a severe or prolonged weather delay occur, the Project Director may make a
determination to accept late delivery of a proposal where documentation indicates that the
proposal otherwise would have arrived in a timely manner.

Respondents must submit an original and four (4) copies of their proposal [refer to
Section 6.1] along with an electronic version on CD; proposals may be mailed or hand
delivered directly to the above address. Faxed proposals are not acceptable. Proposals
must be in a sealed envelope and clearly labeled as follows:
State of Alaska
Alaska Retirement Management Board
REQUEST FOR PROPOSAL IN RESPONSE TO:
ASPS #15-003
For:  Performance Consultant Audit
Attention: Gary Bader, Chief Investment Officer
c/o Judy Hall, ARMB Liaison Officer
Project Directors

This proposal is submitted by:

(Responding Proposer’s Name)
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1.7 MODIFICATIONS, CORRECTIONS OR WITHDRAWALS OF OFFERS

Responses to this RFP may be modified, corrected or withdrawn in writing or by fax
notice if received prior to the date specified for submission of proposals.

Modifications or corrections to or withdrawal of a proposal received after the date
specified for submission of proposals will not be considered.

1.8 REQUIRED REVIEW

Respondents shall carefully review this RFP for defects and questionable or objectionable
materials. Respondent’s comments concerning defects and questionable or objectionable
material in the RFP must be made in writing and received by July 28, 2014. This will
allow time for an addendum to be issued if one is required. It will also help prevent the
opening and the exposure of proposals upon which an award cannot be made.
Respondent’s comments shall be sent to the Project Director identified in Section 1.2
above by mail, fax or e-mail.

1.9 QUESTIONS RECEIVED PRIOR TO OPENING OF PROPOSALS

All questions regarding this RFP should be directed to the Project Director previously
identified in this RFP. There are generally two types of questions. One involves
directing the questioner to the specific section of the RFP where the answer may be
found. The second type of question involves clarifying or interpreting parts of the RFP.

Respondents shall put these questions in writing and submit them to the Project Director
by July 28, 2014.

All questions must be submitted in writing and may be mailed, faxed or e-mailed to the
Project Director listed in Section 1.2. Responses to these types of questions shall be
provided to all potential respondents in a written addendum to the RFP.

1.10 AMENDMENTS

Should ARMB consider it necessary to revise any part of this RFP significantly or
lengthen or shorten the proposal deadline period, an addendum will be issued to all who
were previously issued the RFP, and to those who have registered with the Project
Director as having downloaded the RFP from the State of Alaska Online-Public Notice
web site.
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1.11 MULTIPLE OR ALTERNATE PROPOSALS

Respondents may only submit one proposal for evaluation. Alternate proposals
(proposals that offer something different than what is asked for) will be rejected.

1.12 DISCUSSION FORMAT

As provided in 15 AAC 112.140 and as determined by the evaluation process, Respondents
reasonably expecting award may be offered the opportunity to discuss their proposal with
the Project Director or Evaluation Committee and the evaluation of a proposal may be
adjusted as a result of the discussion.

1.13 RIGHT OF REJECTION

The Evaluation Committee reserves the right to and may declare any proposal
nonresponsive that does not fully comply with and address all the terms and requirements
of this RFP per 15 AAC 112.140. Proposals declared nonresponsive shall be rejected.
ARMB reserves the right to use any ideas presented in any response to the RFP. Selection
or rejection of a proposal does not affect that right.

1.14 RFP RESPONSE COSTS

No costs incurred by the Respondent in preparation of the proposal, including travel and
personal expenses, may be charged as an expense of performing the contract.

ARMB shall not be subject to payment for costs incurred for proposal preparation or
contract preparation as a result of valid and legal termination of this RFP or termination
of the contract resulting from the award of this RFP.

1.15 TAXES

ARMB is exempt from federal, and Alaska state and local taxes. ARMB will not be
responsible for any taxes levied on the Respondent as a result of any contract resulting
from this RFP.

1.16 CONFIDENTIALITY

All proposals and other material submitted become the property of ARMB and may be
returned only at ARMB’s option.
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All proposal information will be held in confidence until the issuance of the Notice of
Intent to Award. Thereafter, proposals will become public information.
1.17 SUBCONTRACTORS OR JOINT VENTURES

Subcontractors will not be allowed. Joint ventures will not be allowed.

1.18 CONFLICT OF INTEREST

Each proposal shall include a statement indicating whether or not the firm or any
individuals working on the contract has a possible conflict of interest (e.g., including, but
not limited to, employed by the State of Alaska) and, if so, the nature of that conflict.
ARMB reserves the right to cancel the award if any interest disclosed from any source
could either give the appearance of a conflict or cause speculation as to the objectivity of
the program to be developed by the Respondent. ARMB’s determination regarding any
questions of conflict of interest shall be final.

1.19 INSPECTION

ARMB may request a site visit to a Respondent’s main office of business to conduct due
diligence to support the evaluation of the Respondent.

1.20 RFP SOLICITATION

Public notice has been provided in accordance with 15 AAC 112.140.

1.21 NEWS RELEASES

News releases related to this RFP will not be made without prior approval of ARMB.

1.22 ASSIGNMENT

The Respondent may not transfer or assign any portion of a contract resulting from this
RFP without prior written approval of ARMB.

1.23 DISPUTES

Any dispute arising out of this agreement will be resolved under the laws of the State of

Alaska. Any appeal of an administrative order or any original action to enforce any
6
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provision of this agreement or to obtain relief from or remedy in connection with this
agreement may be brought only in the Superior Court, First Judicial District, State of
Alaska.

1.24 SEVERABILITY

If any provision of the contract or agreement is declared by a court to be illegal or in
conflict with any law, the validity of the remaining terms and provisions will not be
affected; and, the rights and obligations of the parties will be construed and enforced as if
the contract did not contain the particular provision held to be invalid.
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SECTION TWO: STANDARD PROPOSAL INFORMATION
21 AUTHORIZED SIGNATURE

All proposals must be signed by an individual authorized to bind the Respondent to the
provisions of the RFP. Proposals must remain open and valid for at least 90-days from
the opening date.

2.2 PRE-PROPOSAL CONFERENCE

No pre-proposal conference will be held.

2.3 DISCUSSIONS WITH RESPONDENTS

If the evaluation committee determines, as part of an evaluation conducted under 15 AAC
112.140(f), that a proposal is reasonably susceptible for award, the committee may offer
the offeror of the proposal the opportunity to discuss the proposal with the evaluation
committee. The evaluation committee may adjust or alter the evaluation of a proposal as
a result of the discussion.

During a discussion under this subsection, (1) if there is a need for substantial
clarification or change in the request for proposals, the evaluation committee shall amend
the request for proposals to incorporate the changes; (2) the evaluation committee may
limit discussion to specific sections of the request for proposals.

2.4 NOTICE OF INTENT TO AWARD

After completion of the evaluation process and selection by the Board, the ARMB will issue
a Notice of Intent to Award to all Respondents. This notice will contain the name of the
apparently successful Respondent, a statement of the proposed contract amount, and a brief
description of the professional services that are the subject of the contract.

2.5 PROTEST

AS 36.30.560 provides that an interested party may protest the content of the RFP.

An interested party is defined in 2 AAC 12.990(a) (7) as "an actual or prospective bidder
or offeror whose economic interest might be affected substantially and directly by the
issuance of a contract solicitation, the award of a contract, or the failure to award a

contract."

If an interested party wishes to protest the content of a solicitation, the protest must be
8
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received, in writing, by the Project Director at least ten days prior to the deadline for
receipt of proposals. AS 36.30.560 also provides that an interested party may protest the
award of a contract or the proposed award of a contract.

If a Respondent wishes to protest the award of a contract or the proposed award of a
contract, the protest must be received, in writing by the Project Director within ten days
after the date the Notice of Intent to Award the contract is issued.

A protester must have submitted a proposal in order to have sufficient standing to protest
the proposed award of a contract. Protests must include the following information:

a. the name, address, and telephone number of the protester;
b. the signature of the protester or the protester's representative;

c. identification of the contracting agency and the solicitation or contract at
ISSue;

d. a detailed statement of the legal and factual grounds of the protest including
copies of relevant documents; and

(b) the form of relief requested.

Protests filed by telex or telegram are not acceptable because they do not contain a
signature. Fax copies containing a signature are acceptable.

The Project Director will issue a written response to the protest. The response will set out
the Project Director's decision and contain the basis of the decision within the statutory
time limit in AS 36.30.580. A copy of the decision will be furnished to the protester by
certified mail, fax or another method that provides evidence of receipt.

All Respondents will be notified of any protest. The review of protests, decisions of the
Project Director, appeals, and hearings, will be conducted in accordance with the State
Procurement Code (AS 36.30), Article 8 "Legal and Contractual Remedies.”

26  CONTRACT NEGOTIATION

After final evaluation and issuance of the Notice of Intent to Award, ARMB may
negotiate with the Respondent of the highest-ranked proposal. Negotiations, if held, shall
be within the scope of the request for proposals and limited to those items which would
not have an effect on the ranking of proposals. If the highest-ranked Respondent fails to
provide necessary information for negotiations in a timely manner, or fails to negotiate in
good faith, the state may terminate negotiations and negotiate with the Respondent of the
next highest-ranked proposal.
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SECTION THREE: STANDARD CONTRACT INFORMATION
3.1 CONTRACT TYPE

This contract is a firm, fixed price contract. Invoices from the contractor will be based on
hourly rate schedules for the various personnel who perform the work contemplated by
this RFP.

3.2 CONTRACT APPROVAL

This RFP does not, by itself, obligate the state. The state's obligation will commence
when the contract is approved by the Chair of the Alaska Retirement Management Board
and the Commissioner of the Department of Revenue or the Commissioner's designee.
Upon written notice to the contractor, the state may set a different starting date for the
contract. The state will not be responsible for any work done by the contractor, even
work done in good faith, if it occurs prior to the contract start date set by the state.

3.3 STANDARD CONTRACT PROVISIONS

The contractor will be required to sign and submit the attached State's Standard
Agreement Form for Professional Services Contracts-and Appendix A [Attachment 9.1].
The contractor must comply with the contract provisions set out in this attachment. No
alteration of these provisions will be permitted without prior written approval from the
Department of Law. Objections to any of the provisions in Appendix A must be set out in
the Respondent’s cover letter.

3.4 PROPOSAL AS APART OF THE CONTRACT

This RFP and the successful proposal will be incorporated into the contract.

3.5 ADDITIONAL TERMS AND CONDITIONS

The state reserves the right to add terms and conditions during contract negotiations.
These terms and conditions will be within the scope of the RFP and will not affect the
proposal evaluations.

3.6 INSURANCE REQUIREMENTS

The successful Respondent must provide proof of workers' compensation insurance prior
to contract approval.

10
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The successful Respondent must secure the insurance coverage required by the state. The
coverage must be satisfactory to the Department of Administration Division of Risk
Management. A Respondent's failure to provide evidence of such insurance coverage is a
material breach and grounds for withdrawal of the award or termination of the contract.

Respondents must review form Appendix B2 [Attachment 9.1], for details on required
coverage. No alteration of these requirements will be permitted without prior written
approval from the Department of Administration, Division of Risk Management.
Objections to any of the requirements in Appendix B2 must be set out in the
Respondent’s cover letter.

3.7 CONTRACT FUNDING

Approval or continuation of a contract resulting from this is contingent upon legislative
appropriation.

3.8 PROPOSED PAYMENT PROCEDURES

The state will make payments based on a negotiated payment schedule. Each billing must
consist of an invoice and progress report. No payment will be made until the progress
report and invoice has been approved by the project director.

3.9 CONTRACT PAYMENT

No payment will be made until the contract is approved by the Commissioner of the
Department of Revenue or the Commissioner's designee. Under no conditions will the
state be liable for the payment of any interest charges associated with the cost of the
contract. All costs associated with the contract must be stated in U.S. currency.

3.10 INSPECTION & MODIFICATION - REIMBURSEMENT FOR
UNACCEPTABLE DELIVERABLES

The contractor is responsible for the completion of all work set out in the contract. All
work is subject to inspection, evaluation, and approval by the project director. The state
may employ all reasonable means to ensure that the work is progressing and being
performed in compliance with the contract. The Project Director may instruct the
contractor to make corrections or modifications if needed in order to accomplish the
contract’s intent. The contractor will not unreasonably withhold such changes.

Substantial failure of the contractor to perform the contract may cause the state to
terminate the contract. In this event, the state may require the contractor to reimburse

11
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monies paid (based on the identified portion of unacceptable work received) and may
seek associated damages.

3.1 TERMINATION FOR DEFAULT

If the Project Director determines that the contractor has refused to perform the work or
has failed to perform the work with such diligence as to ensure its timely and accurate
completion, the state may, by providing written notice to the contractor, terminate the
contractor's right to proceed with part or all of the remaining work.

This clause does not restrict the state's termination rights under the contract provisions of
Appendix A [Attachment 9.1].

3.12 CONTRACT CHANGES - UNANTICIPATED AMENDMENTS

During the course of this contract, the contractor may be required to perform additional
work. That work will be within the general scope of the initial contract. When additional
work is required, the Project Director will provide the contractor a written description of
the additional work and request the contractor to submit a firm time schedule for
accomplishing the additional work and a firm price for the additional work. Cost and
pricing data must be provided to justify the cost of such amendments per AS 36.30.400.

The contractor will not commence additional work until the project director has secured
any required approvals necessary for the amendment and issued a written contract
amendment, approved by the Commissioner of the Department of Revenue or the
Commissioner's designee.

12
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SECTION FOUR: BACKGROUND INFORMATION

4.1  Alaska Retirement Management Board (ARMB)

ARMB is the fiduciary of the State of Alaska retirement systems - a system with both
defined benefit and defined contribution components. ARMB is housed in the Alaska
Department of Revenue; the plan administrator is in the Alaska Department of
Administration.

The Board’s primary mission is to serve as the trustee of the assets of the state’s
retirement systems, the State of Alaska Supplemental Annuity Plan, and the deferred
compensation program for state employees. Consistent with standards of prudence, the
board has the fiduciary obligation to manage and invest these assets in a manner that is
sufficient to meet the liabilities and pension obligations of the systems, plan, and
program. ARMB consists of nine trustees, appointed by the Governor. AS 37.10.210-
390

AS 37.10.220(b) provides that the Board may employ outside investment advisors and
contract for other services necessary to execute the board’s powers and duties. ARMB
has a general investment consultant and a real estate consultant under contract to provide
investment consulting and performance measurement services to ARMB and its staff.

The performance consultants (Consultants) for ARMB are Callan Associates, Inc.
(Callan), currently under contract as the general investment consultant, and The
Townsend Group (Townsend), currently under contract as the real estate consultant.
Each consultant provides quarterly performance measurement reports, conducts external
manager searches, and provides other expert assistant to ARMB and its staff. Each
consultant also provides assistance with development of investment policies and
procedures for the assets for which ARMB serves as fiduciary.

The following attachments provide additional background information:

Attachment 9.2 Plans, Staff and Assets Background
Attachment 9.3 Consultants’ Contracts
13
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SECTION 5. SCOPE OF SERVICES
5.1 GENERAL

ARMB seeks one qualified firm to perform an independent audit of the general
performance consultant (Callan) and the real estate consultant (Townsend). The
consultants provide services, including, but not limited to, the calculation of the
investment returns for certain retirement funds (performance measurement); the
comparison of these returns against similar funds, portfolios, or indices; and, analysis of
investment management style, investment policies and objectives.

5.2 DETAILED SCOPE OF SERVICES

With respect to the audit of the performance consultants, the review shall include:

1. Investment Performance Reporting
A. reasonableness, consistency and accuracy of the methods,
factors and data used in the calculations
B. format and presentation to Board
2. Performance Benchmarks
A. manager level
B. fund level
14
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SECTION 6: PROPOSAL FORMAT AND CONTENT

6.1 GENERAL

ARMB discourages overly lengthy and costly proposals. Inclusion of advertising or
promotional materials with responses is highly discouraged.

In order to evaluate proposals fairly and completely, Respondents must follow the format
set out in this RFP and provide all information requested. All Respondents are required
to format their proposals in a consistent manner as follows:

1.

2.

3.

The Proposal cover letter should be in the form of a letter, as described in Section
6.2.

The proposal must be organized under the specific section titles as listed in
Section 6.3; each item must be addressed or the proposal may be rejected.

The Project Directors may, at their discretion, allow all Respondents five (5)
business days, from date of submission, to correct errors or omissions to their
proposals. Should this necessity arise, the Project Directors will contact each
Respondent affected. Each Respondent must submit written corrections to the
proposal within five (5) business days of such notification. The intent of this
option is to allow proposals with only minor errors or omissions to be corrected.
Major errors or omissions, such as the failure to include prices, will not be
considered and will result in disqualification of the proposal from further
evaluation.

A complete proposal will include the following:

1.

Hard copy submission of a Proposal cover letter (with the information described
in Section 6.2)

Hard copy submission of a Proposal (with the information described in Section
6.3), including the Exhibits noted as follows:

Exhibit A — Timeline for Completion of Work

Exhibit B — A Recent Performance Review Audit Report

Exhibit C — Organization Chart Depicting Firm Organization
Exhibit D — Organization Chart Depicting Structure of Review Team

Exhibit E — Chart Depicting Key Executives and Professionals in Review
Team

Exhibit F — Biographies of Primary and Secondary Professionals
Providing Services to ARMB

3. Cost Proposal
4. Original, four (4) copies, and CD ROM of all submitted materials in pdf format

15
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6.2 PROPOSAL COVER LETTER
The Proposal Cover Letter must address the following topics:

Identification of the RFP
2. Respondent’s ability to supply the requested services

3. Respondent’s willingness to provide the requested services subject to the terms
and conditions set forth in the RFP

4. Objections to the proposed contract format in Attachment 9.1, the Standard
Agreement form, Appendix A and Appendix B

The Proposal cover letter must be signed by a person authorized to legally bind the
company. Any other information the Respondent may wish to briefly summarize will be
accepted.

6.3 PROPOSAL
The Proposal must contain the following items:

1. Understanding Scope of Services and Methodology
The Respondent should demonstrate in this section an ability to meet the
requirements set forth in Section 5, Scope of Services, and should address in
detail how it intends to complete each task as indicated in Section 6.4. The
Respondent should also specify the extent of involvement required of State of
Alaska staff, outlining the amount of time, skills and knowledge needed in order
for the Respondent to meet the deliverables.

2. Organization and Experience
The Respondent must provide the information requested in Section 6.5 below.

3. Professional Qualifications and Experience of Staff
The Respondent must provide the information requested in Section 6.6 below.

4. Quality Assurance
The Respondent must identify and discuss how it controls cost, quality, timeliness
and confidentiality of its services.

5. Fee Proposal
The Respondent is to submit an annual fixed fee proposal for all services outlined

in the Scope of Services, with additional detail as indicated in Section 7.

6. Assumptions
The Respondent must identify and discuss all assumptions it has made in

16
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preparing its cost proposals. Further, the Respondent must state that there are no
other assumptions related to meeting the requirements of the RFP other than those
enumerated in this section of the proposal. Any other assumptions elsewhere in
the Respondent’s proposal will not be recognized by ARMB.

7. Exceptions
The Respondent must affirm that it has read and understands the RFP and the

terms and conditions included in the RFP. The Respondent must state any and all
exceptions it takes with the requirements set forth in the RFP and/or with any
terms and conditions contained in the RFP relating to the ensuing contract. Only
the exceptions identified in this section of the proposal will be considered by
ARMB; any other exceptions embedded elsewhere in the proposal will not be
recognized by ARMB.

6.4 UNDERSTANDING SCOPE OF SERVICES / METHODOLOGY

1. Describe in detail your understanding of the work that is to be performed as described
in Section 5 of this RFP.

2. Describe the specific methodology to be used for the required scope of services
identified in Section 5 of this RFP.

3. Provide as Exhibit A a timeline for completion of the work identified in Section 5 of
this RFP. Include proposed dates for each key stage or event of the project, indicate dates
by which your firm must have specific input data from ARMB or its consultants, and
indicate points in the project when your firm would plan to meet with ARMB staff at our
office.

4. Provide as Exhibit B one recent performance review audit report.

6.5 ORGANIZATION AND EXPERIENCE

1. Provide the following information:

Date of Response

Name of Firm

Primary Project Director
Title

Address

Telephone Number
Facsimile Number
E-mail Address

S@ o oo o

2. Describe the background and ownership of the firm. Describe any material changes in
17
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organization structure or ownership that have occurred in the past five years.

Year firm was formed and began providing services to institutional clients.
The ownership structure. Indicate all entities that have an ownership stake
in the firm (name and percentage).

Affiliated companies or joint ventures.

Recent or planned changes to the ownership or organization structure.
Transition plans for retirement of key executives.

Importance of the firm’s services to your parent company’s (if applicable)
or your firm’s overall business strategy.

oo

ShD oo

3. Provide as Exhibit C one organization chart that diagrams the ownership of your firm
and any interrelationships between the parent-subsidiary, affiliate, and joint venture
entities.

4. Provide as Exhibit D another organization chart that depicts the structure of the review
team and that identifies this group’s key people and the people that will be involved in
providing direct services to ARMB.

5. List the locations of each of the firm’s offices from which services are provided.
Indicate which office would be primarily responsible for servicing the ARMB account.

6. Discuss in general the firm’s competitive advantage over other firms in the industry
and in the audit service area. Why should ARMB hire your firm?

7. Over the past five years, has your organization or any officer or principal been
involved in any business litigation or other legal proceedings related to any of the firm’s
business activities or auditing services? If so, provide a brief explanation and indicate the
current status.

8. Has your firm, within the last ten years, been censured or fined by any regulatory
body? If so, please indicate the dates and describe the situation.

9. Is the firm affiliated with any other firm(s) offering services that could represent
conflicts of interest? If yes, briefly describe your firm’s policies and procedures for doing
business with these affiliates while safeguarding against conflicts of interest.

10. Do you, your parent company, or any affiliated company have any business
relationships with Callan Associates, Inc. or the Townsend Group? If so, describe that
relationship.

11. List and describe any professional relationship your firm or any of your staff have
with any member of the Alaska Retirement Management Board, ARMB staff, or the State
of Alaska.

12. Has anyone in your firm provided any gifts, travel expenses, entertainment, or meals
18

RFP 15-003
Performance Consultant Audit



to any member of the ARMB or ARMB staff in the last twelve months? If yes, describe
the expense and the purpose.

13. For all current public pension plan clients, state the client’s name, the first year of
your initial Contract with the plan, and their asset and membership size as of June 30,
2014. Designate by asterisk which of these clients are multi-employer plans.

14. Provide the name, title, address, and telephone number for the following THREE (3)
client references for whom your firm has provided services similar to this mandate, as
specified in each question:

a. The client for whom your firm most recently completed an audit or
review.

b. The client that most recently terminated your firm’s Contract.

C. The client with the longest relationship with your firm.

d. A multi-employer public pension plan client for whom your firm has

provided services for at least three years.
6.6 PROFESSIONAL QUALIFICATIONS AND EXPERIENCE OF STAFF
1. How many professionals does your firm employ?

2. Describe in general the background of the professionals in the firm:

a. Are they brought in from outside of the firm or promoted to their positions
from within the organization?
b. For those recruited from the outside, what prior experience and

educational credentials are generally sought?

3. For the key executives and professionals, including those that would be assigned to
ARMB, provide as Exhibit E that identifies the following information:

a. Name

b. Title

C. Responsibilities within the firm. If a person has multiple responsibilities,
indicate the percentage of time spent on each function in a footnote to the
table

d. Years of relevant experience

e. Years with the firm

f. Degrees and professional designations

4. For the Primary and all Secondary Professionals that will directly provide services to
ARMB, provide biographies and label these as Exhibit F.

5. How long has the current group of key executives and professionals been together?
6. For the Primary and all Secondary Professionals that will directly provide services to

ARMB, state the role each would play in providing the required ARMB services.
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7. For the Primary and all Secondary Professionals, state whether any of these individuals
are affiliated with any other business entity or activity that could pose a potential conflict
of interest with their ARMB assignments. If so, provide details on the entity or activity.
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SECTION SEVEN: COST PROPOSAL
7.1 FEES, BILLING AND COSTS

Describe how fees are determined for your firm’s services. How are fees billed (billing
periods and prospective versus arrears)? The cost proposal should provide a breakdown
of total time and expenses to conduct the work indicated under this RFP as outlined in the
chart below:

A B = A*B
Hourly
Billing
Hours Rate
on (includes
project | overhead
to be and
Team Member Name Position Title Billed profit) Budgeted Expense

Total Labor and
indirect Costs

Travel Costs

Supplies and All Other
Expenses

Total Proposed Fee
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7.2 GENERAL

The Respondent should anticipate a trip to Juneau, Alaska to meet with State of Alaska
staff, and one trip to Anchorage, Alaska for presentation of the report to ARMB
(estimated costs of trips to be included in the cost proposal). If necessary, ARMB staff
may visit the Respondent’s work site office to provide further background information,
discuss issues, and review data.
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SECTION EIGHT: EVALUATION CRITERIA AND SELECTION

8.1 EVALUATION OF PROPOSALS

The Chair of the Alaska Retirement Management Board will appoint an Evaluation
Committee of no fewer than three members. The evaluation will be based only on the
evaluation factors and values stated below. Evaluation factors not specified may not be
considered (15 AAC 112.140).

The Evaluation Committee reserves the right to reject Respondents due to their
noncompliance with the requirements of this RFP.

Proposals will be evaluated by the Evaluation Committee which will make a
recommendation to the Board. One or more respondents may be requested to make an
oral presentation to the committee and/or the Alaska Retirement Management Board.

8.2 EVALUATION FACTORS

The weighted factors listed below will be considered by the Evaluation Committee when
evaluating submitted proposals:

Understanding Scope of Services and Methodology 20 Points
Overall Organization, Experience and Qualifications 30 Points
Professional Qualifications and Personnel Experience 30 Points
Cost Proposal 20 Points
Alaska Offeror’s Preference 10 Points

The Cost Proposal shall be evaluated as follows:

( Lowest Total Fee Proposal

- - X __ =Total Points to be Awarded
Total Fee of Proposal Under Consideration
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SECTION NINE: ATTACHMENTS

9.1 Contract Forms
State of Alaska Standard Agreement Form with Appendix A and B2

9.2  Plan, Fund and Asset Background

9.3 Consultant Contracts

a. Callan Associates, Inc.
b. Townsend Group
24
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Attachment 9.1
STANDARD AGREEMENT FORM FOR PROFESSIONAL SERVICES

1. Agency Contract Number 2. ASPS Number 3. Financial Coding 4. Agency Assigned Encumbrance

15-003

5. Vendor Number

6. Project/Case Number 7. Alaska Business License Number

This contract is between the State of Alaska,

8. Department of
Revenue

Division
Treasury, Alaska Retirement Management Board | hereafter the State, and

9. Contractor

hereafter the

Contractor

Mailing Address

Street or P.O. Box City State ZIP+4

10.
ARTICLE 1.

ARTICLE 2.

2.1
2.2
2.3
2.4

ARTICLE 3.

ARTICLE 4.
4.1

4.2

Appendices: Appendices referred to in this contract and attached to it are considered part of it.

Performance of Service:

Appendix A (General Provisions), Articles 1 through 14, governs the performance of services under this contract.
Appendix B2 sets forth the liability and insurance provisions of this contract.

Appendix C sets forth the services to be performed by the contractor.

Appendix D sets forth compensation

Period of Performance: The period of performance for this contract begins , and
ends

Considerations:

In full consideration of the contractor's performance under this contract, the State shall pay the contractor
in accordance with the provisions of Appendix D.

When billing the State, the contractor shall refer to the Authority Number or the Agency Contract Number and send the billing to:

11. Department of

Attention: Division of

Revenue Treasury

Mailing Address Attention:

PO Box 110405, Juneau, AK 99811 Gary Bader, Chief Investment Officer

12. CONTRACTOR 14. CERTIFICATION: | certify that the facts herein and on supporting

Name of Firm documents are correct, that this voucher constitutes a legal charge
against funds and appropriations cited, that sufficient funds are
encumbered to pay this obligation, or that there is a sufficient balance

Signature of Authorized Representative Date in the appropriation cited to cover this obligation. | am aware that to

Typed or Printed Name of Authorized Representative

including dismissal.

knowingly make or allow false entries or alterations on a public
record, or knowingly destroy, mutilate, suppress, conceal, remove or
otherwise impair the verity, legibility or availability of a public record
constitutes tampering with public records punishable under AS
11.56.815-.820. Other disciplinary action may be taken up to and

Title
13. CONTRACTING AGENCY Signature of Head of Contracting Agency or Designee Date
Department/Division Date
Revenue/Treasury
Signature of Project Director Angela Rodell, Commissioner

Department of Revenue

Typed or Printed Name of Project Director

Gary M. Bader
Title Gail Schubert, Chair Date
Chief Investment Officer Alaska Retirement Management Board

02-093 (12/03/02)

NOTICE: This contract has no effect until signed by the head of contracting agency or designee.

BACK 02-093 (04/01/03)

SAF.DOC



APPENDIX A
GENERAL PROVISIONS

Article 1.  Definitions.
11 In this contract and appendices, "Project Director” or "Agency Head" or "Procurement Officer" means the person who signs this contract on behalf of the Requesting Agency and includes a
successor or authorized representative.
1.2 "State Contracting Agency" means the department for which this contract is to be performed and for which the Commissioner or Authorized Designee acted in a signing this contract.

N

Article . Inspection and Reports.

2.1 The department may inspect, in the manner and at reasonable times it considers appropriate, all the contractor's facilities and activities under this contract.
2.2 The contractor shall make progress and other reports in the manner and at the times the department reasonably requires.

Article 3. Disputes.
3.1  Any dispute concerning a question of fact arising under this contract which is not disposed of by mutual agreement shall be decided in accordance with AS 36.30.620-632.

Article 4. Equal Employment Opportunity.

4.1  The contractor may not discriminate against any employee or applicant for employment because of race, religion, color, national origin, or because of age, disability, sex, marital status, changes
in marital status, pregnancy or parenthood when the reasonable demands of the position(s) do not require distinction on the basis of age, disability, sex, marital status, changes in marital status,
pregnancy, or parenthood. The contractor shall take affirmative action to insure that the applicants are considered for employment and that employees are treated during employment without
unlawful regard to their race, color, religion, national origin, ancestry, disability, age, sex, marital status, changes in marital status, changes in marital status, pregnancy or parenthood. This
action must include, but need not be limited to, the following: employment, upgrading, demotion, transfer, recruitment or recruitment advertising, layoff or termination, rates of pay or other
forms of compensation, and selection for training including apprenticeship. The contractor shall post in conspicuous places, available to employees and applicants for employment, notices
setting out the provisions of this paragraph.

4.2 The contractor shall state, in all solicitations or advertisements for employees to work on State of Alaska contract jobs, that it is an equal opportunity employer and that all qualified applicants
will receive consideration for employment without regard to race, religion, color, national origin, age, disability, sex, marital status, changes in marital status, pregnancy or parenthood.

4.3 The contractor shall send to each labor union or representative of workers with which the contractor has a collective bargaining agreement or other contract or understanding a notice advising
the labor union or workers' compensation representative of the contractor's commitments under this article and post copies of the notice in conspicuous places available to all employees and
applicants for employment.

4.4 The contractor shall include the provisions of this article in every contract, and shall require the inclusion of these provisions in every contract entered into by any of its subcontractors, so that
those provisions will be binding upon each subcontractor. For the purpose of including those provisions in any contract or subcontract, as required by this contract, "contractor” and
"subcontractor” may be changed to reflect appropriately the name or designation of the parties of the contract or subcontract.

4.5 The contractor shall cooperate fully with State efforts which seek to deal with the problem of unlawful discrimination, and with all other State efforts to guarantee fair employment practices
under this contract, and promptly comply with all requests and directions from the State Commission for Human Rights or any of its officers or agents relating to prevention of discriminatory
employment practices.

4.6 Full cooperation in paragraph 4.5 includes, but is not limited to, being a witness in any proceeding involving questions of unlawful discrimination if that is requested by any official or agency of
the State of Alaska; permitting employees of the contractor to be witnesses or complainants in any proceeding involving questions of unlawful discrimination, if that is requested by any official
or agency of the State of Alaska; participating in meetings; submitting periodic reports on the equal employment aspects of present and future employment; assisting inspection of the
contractor's facilities; and promptly complying with all State directives considered essential by any office or agency of the State of Alaska to insure compliance with all federal and State laws,
regulations, and policies pertaining to the prevention of discriminatory employment practices.

4.7 Failure to perform under this article constitutes a material breach of the contract.
Article 5. Termination.

The Project Director, by written notice, may terminate this contract, in whole or in part, when it is in the best interest of the State. The State is liable only for payment in accordance with the payment
provisions of this contract for services rendered before the effective date of termination.

Article 6. No Assignment or Delegation.
The contractor may not assign or delegate this contract, or any part of it, or any right to any of the money to be paid under it, except with the written consent of the Project Director and the Agency Head.

Article 7. No Additional Work or Material.
No claim for additional services, not specifically provided in this contract, performed or furnished by the contractor, will be allowed, nor may the contractor do any work or furnish any material not covered
by the contract unless the work or material is ordered in writing by the Project Director and approved by the Agency Head.

Article 8. Independent Contractor.
The contractor and any agents and employees of the contractor act in an independent capacity and are not officers or employees or agents of the State in the performance of this contract.

Article 9. Payment of Taxes.
As a condition of performance of this contract, the contractor shall pay all federal, State, and local taxes incurred by the contractor and shall require their payment by any Subcontractor or any other persons
in the performance of this contract. Satisfactory performance of this paragraph is a condition precedent to payment by the State under this contract.

Article 10.  Ownership of Documents.
All designs, drawings, specifications, notes, artwork, and other work developed in the performance of this agreement are produced for hire and remain the sole property of the State of Alaska and may be

used by the State for any other purpose without additional compensation to the contractor. The contractor agrees not to assert any rights and not to establish any claim under the design patent or copyright
laws. The contractor, for a period of three years after final payment under this contract, agrees to furnish and provide access to all retained materials at the request of the Project Director. Unless otherwise
directed by the Project Director, the contractor may retain copies of all the materials.

Article 11.  Governing Law.
This contract is governed by the laws of the State of Alaska. All actions concerning this contract shall be brought in the Superior Court of the State of Alaska.

Article 12.  Conflicting Provisions.
Unless specifically amended and approved by the Department of Law the General Provisions of this contract supersede any provisions in other appendices.

Article 13.  Officials Not to Benefit.
Contractor must comply with all applicable federal or State laws regulating ethical conduct of public officers and employees.

Article 14.  Covenant Against Contingent Fees.
The contractor warrants that no person or agency has been employed or retained to solicit or secure this contract upon an agreement or understanding for a commission, percentage, brokerage or contingent

fee except employees or agencies maintained by the contractor for the purpose of securing business. For the breach or violation of this warranty, the State my terminate this contract without liability or in its
discretion deduct from the contract price or consideration the full amount of the commission, percentage, brokerage or contingent fee.



Attachment 9.1 APPENDIX B?
INDEMNITY AND INSURANCE

Article 1. Indemnification

The Contractor shall indemnify, hold harmless, and defend the contracting agency from and against any claim
of, or liability for error, omission or negligent act of the Contractor under this agreement. The Contractor shall
not be required to indemnify the contracting agency for a claim of, or liability for, the independent negligence of
the contracting agency. If there is a claim of, or liability for, the joint negligent error or omission of the Contractor
and the independent negligence of the Contracting agency, the indemnification and hold harmless obligation
shall be apportioned on a comparative fault basis. “Contractor” and “Contracting agency”, as used within this
and the following article, include the employees, agents and other contractors who are directly responsible,
respectively, to each. The term “independent negligence” is negligence other than in the Contracting agency’s
selection, administration, monitoring, or controlling of the Contractor and in approving or accepting the
Contractor’'s work.

Article 2. Insurance

Without limiting Contractor's indemnification, it is agreed that Contractor shall purchase at its own expense and
maintain in force at all times during the performance of services under this agreement the following policies of
insurance. Where specific limits are shown, it is understood that they shall be the minimum acceptable limits. If
the Contractor's policy contains higher limits, the state shall be entitled to coverage to the extent of such higher
limits. Certificates of Insurance must be furnished to the Contracting Officer prior to beginning work and must
provide for a 30-day prior notice of cancellation, nonrenewal or material change of conditions. Failure to furnish
satisfactory evidence of insurance or lapse of the policy is a material breach of this contract and shall be
grounds for termination of the Contractor's services. All insurance policies shall comply with, and be issued by
insurers licensed to transact the business of insurance under AS 21.

2.1 Workers' Compensation Insurance: The Contractor shall provide and maintain, for all
employees engaged in work under this contract, coverage as required by AS 23.30.045, and; where
applicable, any other statutory obligations including but not limited to Federal U.S.L. & H. and Jones
Act requirements. The policy must waive subrogation against the State.

2.2 Commercial General Liability Insurance: covering all business premises and operations used
by the Contractor in the performance of services under this agreement with minimum coverage
limits of $300,000 combined single limit per occurrence.

2.3 Commercial Automobile Liability Insurance: covering all vehicles used by the Contractor in
the performance of services under this agreement with minimum coverage limits of $300,000
combined single limit per occurrence.

2.4 Professional Liability Insurance: covering all errors, omissions or negligent acts in the
performance of professional services under this agreement. Limits required per the following

schedule:
Contract Amount Minimum Required Limits
Under $100,000 $300,000 per Occurrence/Annual Aggregate
$100,000-$499,999 $500,000 per Occurrence/Annual Aggregate
$500,000-$999,999 $1,000,000 per Occurrence/Annual Aggregate
$1,000,000 or over Refer to Risk Management
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Attachment 9.2
Alaska Retirement Management Board
Background on Plans, Staff and Assets

Below is a list of plans for which ARMB serves as fiduciary. Those plans without an
asterisk (*) are plans for which ARMB establishes an annual asset allocation. Those with
an asterisk are participant-directed plans.

Public Employees’ Retirement System
Defined Benefit Plan - Public Employees Retirement Trust Fund
Defined Benefit - PERS Retirement Health Trust
Defined Contribution Retirement Plan - Defined Benefit Component
Occupational Death and Disability - PERS
Occupational Death and Disability - PERS Police & Fire
Defined Contribution Retirement Plan
Defined Contribution Retirement - PERS*
Defined Contribution Retirement - Retiree Medical Plan - PERS
Defined Contribution Retirement - Health Reimbursement Arrangement - PERS

Teachers’ Retirement System
Defined Benefit Plan - Teachers Retirement Trust Fund
Defined Benefit - TRS Retirement Health Trust
Defined Contribution Retirement Plan - Defined Benefit Component
Occupational Death and Disability - TRS
Defined Contribution Retirement Plan
Defined Contribution Retirement - TRS*
Defined Contribution Retirement - Retiree Medical Plan - TRS
Defined Contribution Retirement - Health Reimbursement Arrangement - TRS

Judicial Retirement Plan
Defined Benefit Plan - Judicial Retirement Trust Fund
Defined Benefit - Judicial Retirement Health Trust

Military Retirement Plan
Defined Benefit Plan - Military Retirement Trust Fund

Supplemental Annuity Plan*
Deferred Compensation Plan*

Staff

The Portfolio Management Section includes the Chief Investment Officer and 14
professional staff. Portfolio staff will be the primary day-to-day contact with the
successful Respondent. The Accounting Section is responsible for the accounting and
safekeeping of the assets, ARMB’s and Treasury’s budgets and accounts payable
functions and information technology support. State Street Bank and Trust is the sole
master custodian for all assets handled by Treasury.



Assets

The market value of assets under the fiduciary responsibility of the ARMB as of May 31,
2014 was $25.5 billion. The investment vehicles utilized include separate and
commingled accounts. The ARMB employs two fund-of-fund managers to oversee the
private equity investments. Additionally, staff has made direct investments in private
equity partnerships. The ARMB employs three fund-of-fund managers to oversee the
absolute return investments. Direct mortgages make up significantly less than 1% of
these portfolios. The ARMB employs a separate consultant for real estate.

The underlying plans for which the ARMB establishes an asset allocation utilize the
following asset classes: domestic equity, global equity ex-U.S., private equity, fixed
income, real assets, absolute return and cash. The asset classes have been further
classified into sub-asset classes as detailed in the table below:

ARMB Listing of Major Asset Classes and Sub-Asset Classes
Domestic Equity
Large Capitalization
Small Capitalization
Global Equity Ex-U.S.
Developed Markets
Emerging Markets
Private Equity
Fixed Income
Domestic Fixed Income
Domestic Investment Grade
Domestic High Yield
Taxable Municipal Bonds
International Fixed Income
Developed Markets
Emerging Markets (short-term)
Real Assets
Real Estate*
Farmland
Timber
Energy
REIT Equity
TIPS
Infrastructure
Absolute Return

Cash
*Real Estate returns provided to general consultant from real estate consultant.

Defined Benefit Pension Plans

Treasury currently pools the assets of the four defined benefit pension plans (other than
direct mortgages) within asset and sub-asset classes. These plans own shares in those
pools that have been selected to meet their specific asset allocation needs. One manager
has a global mandate and is included in both the domestic equity and the global equity
ex-U.S. pools.

The assets of the defined benefit pension plans are externally-managed with the exception
of the following: Treasury’s Portfolio Management Section invests the short-term pool,



the domestic fixed income pool, the U.S. Treasury inflation protected securities pool and
a real estate investment trust equity pool. These investments are overseen by the Chief
Investment Officer and 7 investment staff.

The Short-term Fixed Income Investment Pool (Short-term Pool) is managed directly by
the Treasury Division’s investment staff. This is the only one of the investment pools
created in which money from the various retirement funds is co-invested with other State
Treasury monies. All the very short-term investment requirements of the various
retirement funds are met through this Short-term Fixed Income Investment Pool
including: 1) the temporary investment of funds just received from participating
employers or just awaiting disbursement to eligible beneficiaries and 2) the overnight
investment of cash held by the retirement systems’ internal and external managers.

The pool maintains the general characteristics of a money market pool. Treasury's income
objective for the pool is to earn the highest possible income while meeting significant
liquidity requirements and taking very low principal risk. The money Treasury invests in
this pool has a short time horizon. Treasury invests the funds in this pool in a broad range
of short-term fixed income investments. Treasury constructs the pool's portfolio with a
low risk tolerance. Maturities (actual or expected average depending on the type of
investment) are 14 months or less for fixed-coupon securities and three years for
variable-coupon securities. Investments include instruments with a long-term credit
rating of at least “A3” or equivalent and instruments with a short-term credit rating of at
least “P1” or equivalent.

The Domestic Fixed Income Pool is administered by Treasury’s investment staff. The
money Treasury invests in this pool has a long time horizon and a limited need for
liquidity, and requires some inflation protection. The interest rate risk for this pool, as
measured by duration, approximates that of the Barclays Capital U.S. Intermediate
Treasury Index. Treasury invests the funds in this pool in a broad range of fixed income
investments.

The U.S. Treasury Inflation Protected Securities Pool is administered by Treasury’s
investment staff and is invested in fixed income inflation protected securities issued by
the United States Treasury.

The Real Estate Investment Trust Equity Pool is administered by Treasury’s investment
staff and is invested in equities issued by real estate investment trusts. The pool is a
component of the Real asset class and provides the opportunity to gain more liquid
exposure to real estate.

Other Non-Participant-Directed Plans

Those plans other than the pension plans mentioned above are invested in externally-
managed common trust funds. Treasury staff contemplates creating one set of pools into
which these plans would be participants along with the four defined benefit pension
plans.



Participant-Directed Plans

The following set of externally-managed investment options are provided for the
participant-directed defined contribution, deferred compensation and supplemental
annuity plans:

DC Deferred Comp SBS

Cash

Alaska Money Market Master Trust X

Interest Income Fund

Stable Value Fund

State Street Institutional Treasury Money Market Fund
Domestic Equity

T Rowe Price Small-Cap Stock Trust

S&P 500 Stock Index Fund

Russell 3000 Index

Allianz Socially Responsible Investment Fund

U.S. Real Estate Investment Trust Index
International Equity

Brandes International Equity Fund Fee CL-1

World Equity Ex-U.S. Index
Domestic Bonds

Government/Credit Bond Index Fund

Intermediate Bond Fund

Long U.S. Treasury Bond Index

U.S. Treasury Inflation Protected Securities Index
International Bonds

World Government Bond Ex-U.S. Index
Balanced/Target Date

SSgA Global Balanced Fund

Alaska Long-Term Balanced Trust

Alaska Balanced Trust

Alaska Target Date Retirement 2010 Trust

Alaska Target Date Retirement 2015 Trust

Alaska Target Date Retirement 2020 Trust

Alaska Target Date Retirement 2025 Trust

Alaska Target Date Retirement 2030 Trust

Alaska Target Date Retirement 2035 Trust

Alaska Target Date Retirement 2040 Trust

Alaska Target Date Retirement 2045 Trust

Alaska Target Date Retirement 2050 Trust

Alaska Target Date Retirement 2055 Trust
Multi-Strategy

Goldman Sachs Retirement Portfolio Completion Fund

X XXXXXXXXXXXXX X XXXX XX XXXXX XX

X XXXXXXXXXXXXX X XXXX XX XXXXX X
X XXXXXXXXXXXXX X XXXX XX XXXXX X X

The underlying building blocks for the Global Balanced Fund are actively-managed
funds benchmarked to the following indices: S&P 500, Russell 2000, MSCI EAFE,
MSCI ACWI, Barclays Capital U.S. Aggregate Bond Index and the Citigroup World
Government Bond Ex-U.S Index.

The underlying building blocks for the Target Date and Balanced Funds are actively-
managed funds benchmarked to the following indices: Russell 3000, MSCI ACWI ex-
U.S., Barclays Capital U.S. Intermediate Aggregate, and the 3 Month Treasury Bill.

The Stable Value and Interest Income funds are actively-managed funds benchmarked to
the Barclays Intermediate Aggregate Index.



Attachment 9.3

STANDARD AGREEMENT FORM FOR PROFESSIONAL SERVICES

1. Agency Contract Number 2. ASPS Number 3. Financial Coding 4. Agency Assigned Encumbrance
09-0019 2009-0400-8404
5. Vendor Number 6. Project/Case Number 7. Alaska Business License Number
107517

This contract is between the State of Alaska,

8. Department of Division
Revenue Treasury, Alaska Retirement Management Board | horeafter the State, and

9. Contractor

Callan Associates, Inc. hereafter the
Contractor
Mailing Address Street or P.O. Box City State ZIP+4
1660 Wynkoop, Suite 950 Denver co 80202
10.

ARTICLE1. Appendices: Appendices referred to in this contract and attached to it are considered part of it.

ARTICLE 2. Performance of Service:
2.1 Appendix A (General Provisions), Articles 1 through 14, governs the performance of services under this contract.
2.2 Appendix B2 sets forth the liability and insurance provisions of this contract.
2.3 Appendix C1 and C2 sets forth the services to be performed by the contractor.
2.4 Appendix D1 and D2 sets forth compensation

ARTICLE 3. Period of Performance: The period of performance for this contract begins Juiy 1, 2009, and
ends June 30, 2012, with two optionai one-year extenslons

ARTICLE4. Considerations:
4.1 Infull consideration of the contractor's performance under this contract, the State shall pay the contractor
in accordance with the provisions of Appendix D.
4.2 When billing the State, the contractor shall refer to the Authority Number or the Agency Contract Number and send the billing to:

11. Department of Attention: Treasury Division
Revenue
Mailing Address Attention:
PO Box 110405 Gary Bader, Chief Investment Officer
12. CONTRACTOR 14. CERTIFICATION: | certify that the facts herein and on supporting

documents are correct, that this voucher constitutes a legal charge

Name of Firm
) against funds and appropriations cited, that sufficient funds are
Callan Associates, Inc. encumbered to pay this obligation, or that there is a sufficient balance
Signatuzé of Agthorized 7 regentative Date in the appropriation cited to cover this obligation. | am aware that to
. / knowingly make or allow false entries or alterations on a public
/W WM %y 6 //X/Zly record, or knowingly destroy, mutilate, suppress, conceal, remove or
Tyfed or Printed N ?ﬁwe of Authorizell Representative 1 u otherwise impair the verity, legibility or availability of a public record
¥ P constitutes tampering with public records punishable under AS
Michael J. O’Leary, Jr., CFA 11.56.815-.820. Other disciplinary action may be taken up to and
e including dismissal.
Executive Vice President

13. CONTRACTING AGENCY Signature gf Heall of @ntracting Agency or Designee Date

Department/Division Date .}

Revenue/Treasury d/f /4 - —— (¢ i o9

Signatyirgsof Project Director ’Patrick Galvin, Commissioner . 4
% ) m ( g M Department of Revenue

Typed or Pringfd Name of Project Director _

Gary M. Bader //P 0\

Title Gﬂkﬁuhen, Chair = .

Date
Chief Investment Officer Alaska Retirement Management Board b /l V/Oﬁ
NOTICE: This contract has no effect until signed by the head of contracting agency or designee. v

02-093 (12/03/02) SAF.DOC
BACK 02-093 (04/01/03)



APPENDIX A
GENERAL PROVISIONS

Article 1. Definitions.
11 In this contract and appendices, "Project Director" or *Agency Head" or "Procurement Officer" means the person who signs this contract on behalf of the Requesting Agency and includes a
successor or authorized representative.
1.2 "State Contracting Agency" means the department for which this contract is to be performed and for which the Commissioner or Authorized Designee acted in a signing this contract.

N

Avrticle .Inspection and Reports.
21 The department may inspect, in the manner and at reasonable times it considers appropriate, all the contractor's facilities and activities under this contract.
22 The contractor shall make progress and other reports in the manner and at the times the department reasonably requires.

Avrticle 3. Disputes.
3.1  Anydispute concerning a question of fact arising under this contract which is not disposed of by mutual agreement shall be decided in accordance with AS 36.30.620-632.

Article 4. Equal Employment Opportunity.

41 The contractor may not discriminate against any employee or applicant for employment because of race, religion, color, national origin, or because of age, disability, sex, marital status,
changes in marital status, pregnancy or parenthood when the reasonable demands of the position(s) do not require distinction on the basis of age, disability, sex, marital status, changes in
marital status, pregnancy, or parenthood. The contractor shall take affirmative action to insure that the applicants are considered for employment and that employees are treated during
employment without unlawful regard to their race, color, religion, national origin, ancestry, disability, age, sex, marital status, changes in marital status, changes in marital status, pregnancy
or parenthood. This action must include, but need not be limited to, the following: employment, upgrading, demotion, transfer, recruitment or recruitment advertising, layoff or
termination, rates of pay or other forms of compensation, and selection for training including apprenticeship. The contractor shall post in conspicuous places, available to employees and

applicants for employment, notices setting out the provisions of this paragraph.

4.2 The contractor shall state, in all solicitations or advertisements for employees to work on State of Alaska contract jobs, that it is an equal opportunity employer and that all qualified
applicants will receive consideration for employment without regard to race, religion, color, national origin, age, disability, sex, marital status, changes in marital status, pregnancy or
parenthood.

4.3 The contractor shall send to each labor union or representative of workers with which the contractor has a collective bargaining agreement or other contract or understanding a notice

advising the labor union or workers' compensation representative of the contractor's commitments under this article and post copies of the notice in conspicuous places available to all
employees and applicants for employment.
4.4 The contractor shall include the provisions of this article in every contract, and shall require the inclusion of these provisions in every contract entered into by any of its subcontractors, so

that those provisions will be binding upon each subcontractor. For the purpose of including those provisions in any contract or subcontract, as required by this contract, "contractor” and
"subcontractor" may be changed to reflect appropriately the name or designation of the parties of the contract or subcontract.
45  The contractor shall cooperate fully with State efforts which seek to deal with the problem of unlawful discrimination, and with all other State efforts to guarantee fair employment practices

under this contract, and promptly comply with all requests and directions from the State Commission for Human Rights or any of its officers or agents relating to prevention of
discriminatory employment practices.
4.6 Full cooperation in paragraph 4.5 includes, but is not limited to, being a witness in any proceeding involving questions of unlawful discrimination if that is requested by any official or

agency of the State of Alaska; permitting employees of the contractor to be witnesses or complainants in any proceeding involving questions of unlawful discrimination, if that is requested
by any official or agency of the State of Alaska; participating in meetings; submitting periodic reports on the equal employment aspects of present and future employment; assisting
inspection of the contractor's facilities; and promptly complying with all State directives considered essential by any office or agency of the State of Alaska to insure compliance with all
federal and State laws, regulations, and policies pertaining to the prevention of discriminatory employment practices.

4.7  Failure to perform under this article constitutes a material breach of the contract.

Avrticle 5. Termination.

The Project Director, by written notice, may terminate this contract, in whole or in part, when it is in the best interest of the State. The State is liable only for payment in accordance with the payment
provisions of this contract for services rendered before the effective date of termination.

Article 6. No Assignment or Delegation.
The contractor may not assign or delegate this contract, or any part of it, or any right to any of the money to be paid under it, except with the written consent of the Project Director and the Agency
Head.

Article 7. No Additional Work or Material.
No claim for additional services, not specifically provided in this contract, performed or furnished by the contractor, will be allowed, nor may the contractor do any work or furnish any material not
covered by the contract unless the work or material is ordered in writing by the Project Director and approved by the Agency Head.

Article 8. Independent Contractor.
The contractor and any agents and employees of the contractor act in an independent capacity and are not officers or employees or agents of the State in the performance of this contract.

Article 9. Payment of Taxes.
As a condition of performance of this contract, the contractor shall pay all federal, State, and local taxes incurred by the contractor and shall require their payment by any Subcontractor or any other
persons in the performance of this contract. Satisfactory performance of this paragraph is a condition precedent to payment by the State under this contract.

Article 10.  Ownership of Documents.

All designs, drawings, specifications, notes, artwork, and other work developed in the performance of this agreement are produced for hire and remain the sole property of the State of Alaska and may
be used by the State for any other purpose without additional compensation to the contractor. The contractor agrees not to assert any rights and not to establish any claim under the design patent or
copyright laws. The contractor, for a period of three years after final payment under this contract, agrees to furnish and provide access to all retained materials at the request of the Project Director.
Unless otherwise directed by the Project Director, the contractor may retain copies of all the materials.

Article 11.  Governing Law.

This contract is governed by the laws of the State of Alaska. All actions concerning this contract shall be brought in the Superior Court of the State of Alaska.

Article 12.  Conflicting Provisions.
Unless specifically amended and approved by the Department of Law the General Provisions of this contract supersede any provisions in other appendices.

Article 13.  Officials Not to Benefit.
Contractor must comply with all applicable federal or State laws regulating ethical conduct of public officers and employees.

Article 14.  Covenant Against Contingent Fees.
The contractor warrants that no person or agency has been employed or retained to solicit or secure this contract upon an agreement or understanding for a commission, percentage, brokerage or

contingent fee except employees or agencies maintained by the contractor for the purpose of securing business. For the breach or violation of this warranty, the State my terminate this contract without
liability or in its discretion deduct from the contract price or consideration the full amount of the commission, percentage, brokerage or contingent fee.



APPENDIX B?
INDEMNITY AND INSURANCE

Article 1. Indemnification

The Contractor shall indemnify, hold harmless, and defend the contracting agency from and against any claim of, or
liability for error, omission or negligent act of the Contractor under this agreement. The Contractor shall not be
required to indemnify the contracting agency for a claim of, or liability for, the independent negligence of the
contracting agency. If there is a claim of, or liability for, the joint negligent error or omission of the Contractor and
the independent negligence of the Contracting agency, the indemnification and hold harmless obligation shall be
apportioned on a comparative fault basis. “Contractor” and “Contracting agency”, as used within this and the
following article, include the employees, agents and other contractors who are directly responsible, respectively, to
each. The term “independent negligence” is negligence other than in the Contracting agency’s selection,
administration, monitoring, or controlling of the Contractor and in approving or accepting the Contractor’s work.

Article 2. Insurance

Without limiting Contractor's indemnification, it is agreed that Contractor shall purchase at its own expense and
maintain in force at all times during the performance of services under this agreement the following policies of
insurance. Where specific limits are shown, it is understood that they shall be the minimum acceptable limits. If the
Contractor's policy contains higher limits, the state shall be entitled to coverage to the extent of such higher limits.
Certificates of Insurance must be furnished to the Contracting Officer prior to beginning work and must provide for a
30-day prior notice of cancellation, nonrenewal or material change of conditions. Failure to furnish satisfactory
evidence of insurance or lapse of the policy is a material breach of this contract and shall be grounds for termination
of the Contractor's services. All insurance policies shall comply with, and be issued by insurers licensed to transact the
business of insurance under AS 21.

2.1 Workers' Compensation Insurance: The Contractor shall provide and maintain, for all employees
engaged in work under this contract, coverage as required by AS 23.30.045, and; where applicable, any
other statutory obligations including but not limited to Federal U.S.L. & H. and Jones Act requirements.
The policy must waive subrogation against the State.

2.2 Commercial General Liability Insurance: covering all business premises and operations used by
the Contractor in the performance of services under this agreement with minimum coverage limits of
$300,000 combined single limit per occurrence.

2.3 Commercial Automobile Liability Insurance: covering all vehicles used by the Contractor in the
performance of services under this agreement with minimum coverage limits of $300,000 combined
single limit per occurrence.

2.4 Professional Liability Insurance: covering all errors, omissions or negligent acts in the performance
of professional services under this agreement. Limits required per the following schedule:

Contract Amount Minimum Required Limits

Under $100,000 $300,000 per Occurrence/Annual Aggregate
$100,000-$499,999 $500,000 per Occurrence/Annual Aggregate
$500,000-$999,999 $1,000,000 per Occurrence/Annual Aggregate
$1,000,000 or over Refer to Risk Management
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Appendix C1
Agreement Between the
State of Alaska, Department of Revenue
Alaska Retirement Management Board

And

Callan Associates, Inc.

As Performance Measurement and Investment Advisory Consultant

Section One: Appointment of Contractor. Callan Associates, Inc., hereinafter referred
to as Contractor, is hereby appointed as Performance Measurement and Investment
Advisory Consultant for the Alaska Retirement Management Board (ARMB), a board
established in the Department of Revenue, State of Alaska (collectively referred to herein
as the “State”). Contractor accepts such appointment and agrees to perform all required
services set forth in this agreement.

Section Two: Required Services. Under the direction of ARMB, the services to be
provided by the Contractor shall include, but not be limited to, the following:

A.

1.

oA~ w

N

C.

Asset Allocation. At least annually, the consultant will:

Help ARMB establish long term goals and objectives that incorporate results
from actuarial studies which ARMB will provide to the consultant,

Develop risk guidelines that offer an acceptable likelihood of achieving the
objectives,

Develop forward-looking capital market assumptions,

Optimize the risk-return characteristics for the funds,

Document the entire asset allocation in a written formal report and present the
report to ARMB at a regular meeting.

Manager Selection. As requested, the consultant will:

Help establish guidelines for ARMB to use in selecting managers,

Develop a list of recommended managers for any particular asset class,
Prepare and present these recommendations formally to ARMB at the staff,
committee and or board level,

Assist in communicating the guidelines and the objectives to selected
investment managers.

Performance Measurement. At least quarterly (and no later than 10 days

after receipt of the real estate performance calculations from the separate real estate
consultant), the Contractor will:

1.

Prepare a report including the dollar-weighted, where appropriate, and



time-weighted annual and cumulative (annualized) rates of return of the
component portfolios, the asset and sub-asset classes, and to the total investments
for each of the funds.

a.

3.
4,

D.
not limited to t

1.
2.

3.

The time-weighted rates of return will be computed against the similarly
measured returns of two separate universes — the first is a universe
consisting of only public pension funds whose invested assets exceed $1
billion, and the second is a universe consisting of a total universe of
pension funds whose invested assets exceed $1 billion — and against
appropriate market indices.
The rates of return will be based on the U.S. dollar market values of the
portfolios and funds at the beginning and end of each time period (quarter
or month within the quarter) adjusted to remove the effects of interim cash
flows in or out of the portfolios or funds, and including the effects of
futures or options contracts assigned to particular portfolios.
The rates of return will be presented in tables and graphs, with
accompanying narrative as needed, for the following time periods:

I. Last quarter

ii. Fiscal-year-to-date (the fiscal year begins on July 1 each year)

iii. Calendar-year-to-date

iv. 5 previous fiscal years

v. 5 previous calendar years

vi. Average annualized returns for the last one, three and five full fiscal

and calendar years as well as the longest period for which ARMB
has provided available historical information to the consultant.

The report should also include attribution analyses; market sensitivity
analyses; measures of diversification, capital ratios, price-earnings ratios,
turnover; comparisons by style of management and other comparisons or
information that is relevant to the particular manager, pool or asset class.
Each report shall be furnished to ARMB electronically via email and/or
on a CD-Rom in pdf format. Eight bound copies shall also be provided.
Oral presentations of the report to ARMB are expected 4 times per year.

General Consulting. The following are examples; general consulting is
hese:

Assist ARMB in evaluating new assets classes or types of investments.
Report to ARMB, as requested, on current developments in the financial
markets, money management, or other pension fund investment-related
topics.

Evaluate managers’ compliance with portfolio objectives and guidelines.

Section Three: Standard of Care. Contractor shall exercise the highest standard of

care and loyal

ty expected of a fiduciary with respect to its relationship to ARMB in

fulfilling its obligations under this agreement.
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Section Four: Indemnification. Contractor agrees to indemnify the State and hold the
State harmless from and against any and all claims, losses, damages, or liabilities
(including legal fees and expenses) resulting from or arising out of imprudence,
negligence, willful misconduct, or breach of this agreement by Contractor’s employees,
agents or designees. Notwithstanding the foregoing, Contractor shall not be responsible
for losses resulting from cause beyond its control if contractor employed the diligence
and prudence of a professional investment advisory consultant acting as a prudent
investment advisory consultant familiar with such matters in a like capacity, character,
and aim.

Section Five: Notification of Certain Facts or Occurrences. If contractor, in
accordance with industry standards, using the care and diligence of a professional
investment advisory consultant, obtains information regarding any facts or occurrence
which it believes might result in any significant risk or loss to the assets of ARMB, the
Contractor shall, upon becoming aware of any such fact of occurrence, as soon as
possible, and in no case more than twenty-four (24) hours later, notify the State of such
fact of occurrence and the resulting risk.

Section Six: Key Person. Michael J. O’Leary, Jr., CFA, Executive Vice President, is
considered as a designated “Key Person” to perform the Contractor’s obligations under
this agreement. As such, entry into this agreement and continuation of it is premised
upon continued employment of Mr. O’Leary by Contractor.

Mr. O’Leary shall be the primary contact and is considered project manager for
Contractor under this agreement and shall perform or be directly responsible for and
specifically knowledgeable about all work performed by Contractor under this agreement.
Mr. O’Leary shall attend board meetings required by this agreement unless a non-
business emergency prevents his attendance.

Section Seven: Amendments. This agreement may not be amended or modified except
by an instrument in writing signed by both Contractor and ARMB.

Section Eight: Reliance. Each of the parties to this agreement may rely on any
documents or communications from the other which it reasonably believes in good faith
to be genuine and valid.

Section Nine: Headings. Headings to this agreement are for convenience of reference
only and shall not expand, limit, or otherwise affect the meaning of this agreement.

Section Ten: Assignment. Performance by Contractor of its duties under this
agreement may not be delegated. This agreement may not be assigned by either party
without written consent of the other and any purported assignment without such consent
shall be null and void. Subject to the foregoing, this agreement shall be binding upon and
inure to the benefit of each party to this agreement and its successors and permitted
assigns.
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Section Eleven: Waivers. Failure to exercise any right or remedy provided for in this
agreement does not constitute a waiver thereof.

Section Twelve: Property Entitlement. All documents created or maintained by
Contractor relating to its activities and obligations under this agreement shall be the
property of the State.

Section Thirteen: Incorporation by Reference. Contractor understands and agrees
that the State has materially relied upon Contractor’s responses in the State selection
process for a Performance Measurement and Investment Advisory Consultant. The
State’s Request for Proposal for Asset Allocation, Investment Manager Selection,
Performance Measurement, and Other Investment Advisory and General Investment
Consulting Services, ASPS 2009-0400-8404, and the Contractor’s Response to the RFP
dated March 26, 2009 are made a part of this agreement by this reference.

Section Fourteen: Representations and Warranties. The contractor warrants that the
return calculations reported under Section Two(C) herein conform to Global Investment
Performance Standards (GIPS).

Section Fifteen: Termination. This contract may be terminated by the State without
cause at any time by written notice to the Contractor and by Contractor without cause
after 30 days written notice to the State.
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Appendix C2

Agreement Between the
State of Alaska, Department of Revenue
Treasury Division

And

Callan Associates, Inc.
As Performance Measurement Consultant

Section One: Appointment of Contractor. Callan Associates, Inc., hereinafter referred
to as Contractor, is hereby appointed as Performance Measurement Consultant for the
State of Alaska, Department of Revenue, Treasury Division (collectively referred to
herein as the “State”). Contractor accepts such appointment and agrees to perform all
required services set forth in this agreement.

Section Two: Required Services. Under the direction of the State, the services to be
provided by the Contractor shall include, but not be limited to, the following:

A. Performance Measurement. At least quarterly (and no later than 10 days
after receipt of relevant information from the custodial bank and of the real estate
performance calculations from the separate real estate consultant, if applicable in the
future), the Contractor will:

1. Prepare a report including the dollar-weighted, where appropriate, and time-
weighted annual and cumulative (annualized) rates of return of the component
portfolios, the asset and sub-asset classes, and to the total investments for each
of the funds.

a. The time- weighted rates of return will be computed against the similarly
measured returns an appropriate endowment universe and against
appropriate market indices.

b. The rates of return will be based on the U.S. dollar market values of the
portfolios and funds at the beginning and end of each time period (quarter
or month within the quarter) adjusted to remove the effects of interim cash
flows in or out of the portfolios or funds, and including the effects of
futures or options contracts assigned to particular portfolios.

c. The rates of return will be presented in tables and graphs, with
accompanying narrative as needed, for the following time periods:

i. Last quarter
ii. Fiscal-year-to-date (the fiscal year begins on July 1 each year)
iii. Calendar-year-to-date
iv. 5 previous fiscal years
v. 5 previous calendar years
vi. Average annualized returns for the last one, three and five full fiscal
and calendar years as well as the longest period for which Treasury



has provided available historical information to the consultant.

2. The report should also include attribution analyses; market sensitivity
analyses; measures of diversification, capital ratios, price-earnings ratios,
turnover; comparisons by style of management and other comparisons or
information that is relevant to the particular manager, pool or asset class.

3. Each report shall be furnished to Treasury electronically via email and/or on a
CD-Rom in pdf format. Eight bound copies shall also be provided.

4. Oral presentations are not required.

B. General Consulting: General consulting on an as requested basis.

Section Three: Standard of Care. Contractor shall exercise the highest standard of
care and loyalty expected of a fiduciary with respect to its relationship to the State in
fulfilling its obligations under this agreement.

Section Four: Indemnification. Contractor agrees to indemnify the State and hold the
State harmless from and against any and all claims, losses, damages, or liabilities
(including legal fees and expenses) resulting from or arising out of imprudence,
negligence, willful misconduct, or breach of this agreement by Contractor’s employees,
agents or designees. Notwithstanding the foregoing, Contractor shall not be responsible
for losses resulting from cause beyond its control if contractor employed the diligence
and prudence of a professional investment advisory consultant acting as a prudent
investment advisory consultant familiar with such matters in a like capacity, character,
and aim.

Section Five: Notification of Certain Facts or Occurrences. If contractor, in
accordance with industry standards, using the care and diligence of a professional
investment advisory consultant, obtains information regarding any facts or occurrence
which it believes might result in any significant risk or loss to the assets of the Public
School Trust Fund or the Alaska Children’s Trust, the Contractor shall, upon becoming
aware of any such fact of occurrence, as soon as possible, and in no case more than
twenty-four (24) hours later, notify the State of such fact of occurrence and the resulting
risk.

Section Six: Key Person. Michael J. O’Leary, Jr., CFA, Executive Vice President, is
considered as a designated “Key Person” to perform the Contractor’s obligations under
this agreement. As such, entry into this agreement and continuation of it is premised
upon continued employment of Mr. O’Leary by Contractor.

Mr. O’Leary shall be the primary contact and is considered project manager for
Contractor under this agreement and shall perform or be directly responsible for and
specifically knowledgeable about all work performed by Contractor under this agreement.

Section Seven: Amendments. This agreement may not be amended or modified except
by an instrument in writing signed by both Contractor and the State.
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Section Eight: Reliance. Each of the parties to this agreement may rely on any
documents or communications from the other which it reasonably believes in good faith
to be genuine and valid.

Section Nine: Headings. Headings to this agreement are for convenience of reference
only and shall not expand, limit, or otherwise affect the meaning of this agreement.

Section Ten: Assignment. Performance by Contractor of its duties under this
agreement may not be delegated. This agreement may not be assigned by either party
without written consent of the other and any purported assignment without such consent
shall be null and void. Subject to the foregoing, this agreement shall be binding upon and
inure to the benefit of each party to this agreement and its successors and permitted
assigns.

Section Eleven: Waivers. Failure to exercise any right or remedy provided for in this
agreement does not constitute a waiver thereof.

Section Twelve: Property Entitlement. All documents created or maintained by
Contractor relating to its activities and obligations under this agreement shall be the
property of the State.

Section Thirteen: Incorporation by Reference. Contractor understands and agrees
that the State has materially relied upon Contractor’s responses in the State selection
process for a Performance Measurement and Investment Advisory Consultant. The
State’s Request for Proposal for Asset Allocation, Investment Manager Selection,
Performance Measurement, and Other Investment Advisory and General Investment
Consulting Services, ASPS 2009-0400-8404, and the Contractor’s Response to the RFP
dated March 26, 2009 are made a part of this agreement by this reference.

Section Fourteen: Representations and Warranties. The contractor warrants that the
return calculations reported under Section Two(A) herein conform to Global Investment
Performance Standards (GIPS).

Section Fifteen: Termination. This contract may be terminated by the State without
cause at any time by written notice to the Contractor and by Contractor without cause
after 30 days written notice to the State.
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Appendix D1

Compensation Agreement Between the
State of Alaska Department of Revenue
Alaska Retirement Management Board

And

Callan Associates, Inc.

The compensation schedule shall be:
A. Fixed Fee Services
1. Retainer.

The annual retainer will be billed at a flat fee of $100,000 (billed pro-rata
quarterly), subject to a 3% annual escalation rate after the first year.

2. Asset Allocation.

There is no charge for annual asset allocation studies. The fee for a fully
integrated asset liability study (billed quarterly in arrears) will be a flat fee of
$40,000 per plan (typically conducted every three to five years), escalated 3%
annually after the first year.

3. Manager Search. A manager search is defined as the process of
researching and presenting a number of managers with like-mandates to ARMB for
ARMB’s review and subsequent selection of one or more of the managers to provide
investment management for ARMB.

$30,000 per publicly traded securities (domestic and international equity or fixed
income) billed quarterly in arrears.

$35,000 per private market and ““fund of funds’ manager search.
Manager search fees subject to 3% escalation each year after the first year.

4. Performance Measurement.
A. Plans for which ARMB Establishes an Asset Allocation:
1. Annual fee per fund for quarterly reports (14 funds * 4 reports/ year = 56
total reports)
2. Annual fee per pool for quarterly reports (22 pools * 4 reports/year = 84
total reports)
3. Annual fee per actively managed portfolio for quarterly reports (41



portfolios * 4 reports/year = 140 total reports)

4. Annual fee per passively managed or commingled portfolio for quarterly
reports (5 portfolios * 4 reports/year = 20 total reports)

5. Annual fee for private equity annual asset class and manager review

Flat fee of $250,000 (billed pro-rata quarterly) for services specified above,
subject to a 3% escalator for each year after the first. There will be no charge for
additional actively or passively managed options.

B. Participant Directed Plans: Annual fee per separate plan option (when the
plans share the same option it will be considered one for fee purposes) (28 options * 4
reports/ year = 112 total). This work will require the Respondent to "build” performance
measurement for the Alaska and Long-term Balanced Funds, the Global Balanced Fund
and the Target Fund options described in Section 4 from the underlying component funds.

Flat fee of $100,000 (billed pro-rata quarterly), subject to a 3% escalator for
each year after the first.

5. General Consulting: For additional projects and consulting as requested,
but not to include travel time.

$350 per hour (billed quarterly in arrears) subject to a 3% annual escalation rate
after the first year.

6. Travel: The State will not reimburse travel cost directly. All fees above
include applicable travel.
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Appendix D2
Compensation Agreement Between the
State of Alaska Department of Revenue

Treasury Division

And

Callan Associates, Inc.

The compensation schedule shall be:
A Performance Measurement.

Base Fee of $6,000 plus $3,000 per Trust (billed pro-rata quarterly), subject to a
3% escalator each year after the first.

B. General Consulting. For additional projects and consulting as requested, but not
to include travel time:

$350 per hour (billed quarterly in arrears) subject to a 3% annual escalation rate
after the first year.

C. Travel. The State will not reimburse travel cost directly. All fees above include
applicable travel.






STANDARD AGREEMENT FORM FOR PROFESSIONAL SERVICES

1. Agency Contract Number 2. ASPS Number 3. Financial Coding 4. Agency Assigned Encumbrance Number
09-0032
5. Vendor Number 6. Project/Case Number 7. Alaska Business License Number
235294

This contract is between the State of Alaska,
8. Department of Division

Revenue Treasury hereafter the State, and
9. Contractor

The Townsend Group, Inc. hereafter the

Contractor

Mailing Address Street or P.O. Box City State ZIP+4

601 Montgomery Street Suite 525 San Francisco CA 94111
10.

ARTICLE1. Appendices: Appendices referred to in this contract and attached to it are considered part of it.

ARTICLE2. Performance of Service:

2.1 Appendix A (General Provisions), Articles 1 through 14, governs the performance of services under this contract.
2.2 Appendix B2 sets forth the liability and insurance provisions of this contract.

2.3 Appendix C sets forth the services to be performed by the contractor.

2.4 Appendix D sets forth compensation

ARTICLE 3. Period of Performance: The period of performance for this contract begins _April 1, 2009 , and
ends June 30, 2012 with two optional one-year extensions .

ARTICLE4. Considerations:

4.1 In full consideration of the contractor's performance under this contract, the State shall pay the contractor
in accordance with the provisions of Appendix D.
4.2 When billing the State, the contractor shall refer to the Authority Number or the Agency Contract Number and send the billing to:

11. Department of Attention: Division of
Revenue Treasury

Mailing Address Atftention:

P.O. Box 110405, Juneau, AK 99811-0405 Portfolio Management

12. CONTRACTOR 14. CERTIFICATION: | certify that the facts herein and on supporting

Name of Firm documents are correct, that this voucher constitutes a-legal charge
against funds and appropriations cited, that sufficient funds are

The Townsend Group, Inc. encumbered to pay this obligation, or that there is a sufficient balance

in the appropriation cited to cover this obligation. | am aware that to

~ Signatyre of Authorized Representative Date K f . . .
; nowingly make or allow false entries or alterations on a public
\ QAQMV\ M 33“3 ’ Dq record, or knowingly destroy, mutilate, suppress, conceal, remove or
Tped nied Nahne ST A 7ed R o H= otherwise impair the verity, legibility or availability of a public record
pe é'?""e DG u@onze R constitutes tampering with public records punishable under AS
Micolyn Yalonis

11.56.815-.820. Other disciplinary action may be taken up to and
including dismissal.

Title

Principal

13. CONTRACTING AGENCY Signatury ofA ad of Contracting Agency or Designee Date
Department/Division Date /
Revenue/Treasury 3/ / 7 /07 / g 2 ‘/é7
Signgtdfe of Project Directo 7 Patrick Galvin, Commissioner
M . Z M Departme%Revenue

Typed or Phfited Name of Project Director AN g’/
Gary M. Bader B / ( ";'i I

Title Gail Schubert, Chair Date
Chief Investment Officer Alaska Retirement Management Board }/ Zlf/ b ?
NOTICE: This contract has no effect until signed by the head of contracting agency or designee. ! :
02-093 (12/03/02) SAF.DOC

BACK 02-093 (04/01/03)



APPENDIX A
GENERAL PROVISIONS

Article 1.  Definitions.
i In this contract and appendices, "Project Director” or "Agency Head” or "Procurement Officer” means the person who signs this contract on behaif of the Requesting Agency and includes a
successor or authorized representative.
1.2 "State Contracting Agency” means the department for which this contract is to be performed and for which the Commissioner or Authorized Designee acted in a signing this contract.

Article  2.Inspection and Reports.

2.1 The departiment may inspect, in the manner and at reasonable times it considers appropriate, all the contractor's facilities and activities under this contract.
2.2 The contractor shall make progress and other reports in the manner and at the times the department reasonably requires.

Article 3. Disputes.
3.1 Any dispute concerning a question of fact arising under this contract which is not disposed of by mutual agreement shall be decided in accordance with AS 36.30.620-632.

Article 4. Equal Employment Opportunity.

4.1 The contractor may not discriminate against any employee or applicant for employment because of race, religion, color, national origin, or because of age, disability, sex, marital status,
changes in marital status. pregnancy or parenthood when the reasonable demands of the position(s) do not require distinction on the basis of age, disability, sex, marital status. changes in
marital status, pregnancy, or parenthood. The contractor shall take affirmative action to insure that the applicants are considered for empioyment and that employees are treated during
employment without untawful regard to their race, color, religion, national origin, ancestry. disability, age, sex, marital status, changes in marital status, changes in marital status. pregnancy
or parenthood. This action must include, but need not be limited to, the following: employment, upgrading, demotion. transfer, recruitment or recruitment advertising, layoff or teninination,
rates of pay or other forms of compensation, and selection for training including apprenticeship. The contractor shall post in conspicuous places, available to employees and applicants for
employment, notices setting out the provisions of this paragraph.

4.2 The contractor shall state, in al solicitations or advertisements for employees to work on State of Alaska contract jobs. that it is an equal opportunity employer and that all quatified
applicants will receive consideration for employment without regard to race. religion. color, national origin. age, disability. sex, marital status, changes in marital status, pregnancy or
parenthood.

4.3 The contractor shall send to each labor union or representative of workers with which the contractor has a collective bargaining agreement or other contract or understanding a notice
advising the labor union or workers’ compensation representative of the contractor's comumnitinents under this article and post copies of the notice in conspicuous places available to alt
employees and applicants for employment.

4.4 The contractor shall include the provisions of this article in every contract, and shall require the inclusion of these provisions in every contract entered into by any of its subcontractors, so
that those provisions will be binding upon each subcontractor. For the purpose of including those provisions in any contract or subcontract, as required by this contract. "contractor” and
"subcontractor" may be changed to reflect appropriately the name or designation of the parties of the contract or subcontract.

4.5  The contractor shall cooperate fully with State efforts which seek to deal with the problem of unlawful discrimination, and with all other State efforts to guarantee fair employment practices
under this contract, and promptly comply with all requests and directions from the State Commission for Human Rights or any of its officers or agents relating to prevention of
discriminatory employment practices.

4.6 Full cooperation in paragraph 4.5 includes, but is not limited to, being a witness in any proceeding involving questions of untawful discrimination if that is requested by any official or
agency of the State of Alaska; permitting employees of the contractor to be witnesses or complainants in any proceeding involving questions of unlawfut discrimination, if that is requested
by any official or agency of the State of Alaska; participating in meetings; submitting periodic reports on the equal employment aspects of present and future employment; assisting
inspection of the contractor's facilities; and promptly complying with all State directives considered essential by any office or agency of the State of Alaska to insure compliance with ali
federal and State laws, regulations, and policies pertaining to the prevention of discriminatory employment practices.

4.7 Failure to perform under this article constitutes a material breach of the contract.

Article 5. Termination.

The Project Director, by written notice, may terminate this contract, in whole or in part, when it is in the best interest of the State. The State is liable only for payment in accordance with the payment
provisions of this contract for services rendered before the effective date of termination.

Article 6. No Assignment or Delegation.
The contractor may not assign or delegate this contract, or any part of it, or any right to any of the money to be paid under it, except with the written consent of the Project Director and the Agency Head.

Article 7. No Additional Work or Material.
No claim for additional services. not specifically provided in this contract, performed or furnished by the contractor, will be allowed, nor may the contractor do any work or furnish any material not
covered by the contract unless the work or material is ordered in writing by the Project Director and approved by the Agency Head.

Article 8. Independent Contractor.
The contractor and any agents and employees of the contractor act in an independent capacity and are not officers or employees or agents of the State in the performance of this contract.

Article 9. Payment of Taxes.
As a condition of performance of this contract, the contractor shall pay ail federal, State, and local taxes incurred by the contractor and shall require their payment by any Subcontractor or any other
persons in the performance of this contract. Satisfactory performance of this paragraph is a condition precedent to paynent by the State under this contract.

Article 10.  Ownership of Documents.
Al designs, drawings, specifications. notes, artwork, and other work developed in the performance of this agreement are produced for hire and remain the sole property of the State of Alaska and may be

used by the State for any other purpose without additional compensation to the contractor. The contractor agrees not to assert any rights and not to establish any claim under the design patent or
copyright laws. The contractor, for a period of three years afier final payment under this contract, agrees to furnish and provide access to all retained materials at the request of the Project Director.
Unless otherwise directed by the Project Director, the contractor may retain copies of all the materials.

Article 11.  Governing Law.
This contract is governed by the laws of the State of Alaska. All actions concerning this contract shall be brought in the Superior Court of the State of Alaska.

Article 12.  Conflicting Provisions.
Unless specifically amended and approved by the Department of Law the General Provisions of this contract supersede any provisions in other appendices.

Article 13,  Officials Not to Benefit.
Contractor must comply with ali applicable federal or State laws regulating ethical conduct of public officers and employees.

Article 14.  Covenant Against Contingent Fees.
The contractor warrants that no person or agency has been employed or retained to solicit or secure this contract upon an agreement or understanding for a commission, percentage, brokerage or

contingent fee except employees or agencies maintained by the contractor for the purpose of securing business. For the breach or violation of this warranty, the State my terminate this contract without
liability or in its discretion deduct from the contract price or consideration the full amount of the cominission. percentage, brokerage or contingent fee.



APPENDIX B2
INDEMNITY AND INSURANCE

Article 1. Indemnification

The Contractor shall indemnify, hold harmless, and defend the contracting agency from and against any claim
of, or liability for error, omission or negligent act of the Contractor under this agreement. The Contractor shall not
be required to indemnify the contracting agency for a claim of, or liability for, the independent negligence of the
contracting agency. If there is a claim of, or liability for, the joint negligent error or omission of the Contractor and
the independent negligence of the Contracting agency, the indemnification and hold harmless obligation shall be
apportioned on a comparative fault basis. “Contractor” and “Contracting agency”, as used within this and the
following article, include the employees, agents and other contractors who are directly responsible, respectively,
to each. The term “independent negligence” is negligence other than in the Contracting agency’s selection,
administration, monitoring, or controlling of the Contractor and in approving or accepting the Contractor's work.

Article 2. Insurance

Without limiting Contractor’'s indemnification, it is agreed that Contractor shall purchase at its own expense and
maintain in force at all times during the performance of services under this agreement the following policies of
insurance. Where specific limits are shown, it is understood that they shall be the minimum acceptable limits. If
the Contractor’s policy contains higher limits, the state shall be entitled to coverage to the extent of such higher
limits. Certificates of Insurance must be furnished to the Contracting Officer prior to beginning work and must
provide for a 30-day prior notice of cancellation, nonrenewal or material change of conditions. Failure to furnish
satisfactory evidence of insurance or lapse of the policy is a material breach of this contract and shall be
grounds for termination of the Contractor’s services. All insurance policies shall comply with, and be issued by
insurers licensed to transact the business of insurance under AS 21.

2.1 Workers' Compensation Insurance: The Contractor shall provide and maintain, for all
employees engaged in work under this contract, coverage as required by AS 23.30.045, and; where
applicable, any other statutory obligations including but not limited to Federal U.S.L. & H. and Jones
Act requirements. The policy must waive subrogation against the State.

2.2 Commercial General Liability Insurance: covering all business premises and operations used
by the Contractor in the performance of services under this agreement with minimum coverage limits
of $300,000 combined single limit per occurrence.

2.3 Commercial Automobile Liability Insurance: covering all vehicles used by the Contractor in
the performance of services under this agreement with minimum coverage limits of $300,000
combined single limit per occurrence.

2.4 Professional Liability Insurance: covering all errors, omissions or negligent acts in the
performance of professional services under this agreement. Limits required per the following

schedule:
Contract Amount Minimum Required Limits
Under $100,000 $300,000 per Occurrence/Annual Aggregate
$100,000-$499,999 $500,000 per Occurrence/Annual Aggregate
$500,000-$999,999 $1,000,000 per Occurrence/Annual Aggregate
$1,000,000 or over Refer to Risk Management
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APPENDIX C

This Real Estate Consultant Agreement (the “Agreement”) is made and entered into as of the First
day of April, 2009 by and between the Alaska Retirement Management Board (“ARMB”) a Board
established in the Department of Revenue, State of Alaska (collectively referred to herein as the
“State”’) and The Townsend Group, Inc. (the “Consultant”).

RECITALS:

A. ARMB has, pursuant to AS 37.10.220, the authority to appoint the Consultant to
provide service as it deems advisable in order to fulfill its duties with respect to the
investment of certain assets of the Systems;

B. ARMB, after conducting such investigation of Real Estate Consultants as required, has
determined that it desires to appoint the Consultant as the Real Estate Investment
Consultant to ARMB to provide services as outlined in Section 2 of this Agreement;

C. The Consultant is willing to accept its appointment as Real Estate Investment
Consultant in accordance with the terms of this Agreement;

NOW, THEREFORE, in consideration of the promises and the mutual covenants herein
contained, ARMB and the Consultant do hereby agree, each with the other, as follows:

Section 1. Appointment of Consultant

ARMB hereby appoints Consultant as Real Estate Consultant and the Consultant accepts such
appointment and agrees to perform all required services set forth in this agreement.

Section 2. Required Services

Under the direction of ARMB, the services to be provided by the Consultant on a timely basis
shall include, but are not limited to, performance measurement, and the comparison of these
returns against similar funds, portfolios, or indices; review of annual investment plan;
participation in the annual review of separate account budgets and business plans; investment
manager selection and on-going evaluation; and, analysis of real estate investment policies and
objectives. Performance measurement services will be performed on a quarterly basis and all other
services will be provided at the request of ARMB. The Consultant must recognize and
acknowledge that prompt and timely responsiveness to requests from ARMB is a key and material
requirement of this Agreement.
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The services are outlined more specifically/detailed as follows:
A. Performance Measurement

The Consultant’s return calculations must conform to the Global Investment Performance
Standards (GIPS). At least quarterly,, the consultant will prepare a report including the
dollar-weighted, where appropriate, and time-weighted annual and cumulative (annualized)
rates of return of each manager's portfolio (or commingled fund) and of the total real estate
investment portfolio as follows:

1. The rates of return will be based on the U.S. dollar market values of the
individual manager's portfolios or commingled fund at the beginning and end of
each time period (quarter or month within the quarter) adjusted to remove the
effects of interim cash flows in or out of the portfolios or fund.

2. The rates of return will be presented in tables and graphs, with accompanying
narrative as needed, for the following time periods:

a. Last quarter.
b. Fiscal-year-to-date (the fiscal year begins on July 1 each year).

c. Average annualized returns for the last one, three and five years as well
as the longest period for which ARMB has provided available historical
information to the Consultant.

3. The report should also include the following: attribution analyses; measures of
diversification by consolidated Metropolitan Statistical Areas and NCREIF
Region for core separate account properties; comparisons by style of
management and other comparisons or information that is relevant to the
particular manager, fund or asset class; and if requested, economic drivers for
core separate account properties.

4. Consultant will provide ARMB with:

a. Performance Measurement Report (PMR) including all items specified
in Section 2.-A1 and Section 2.-A2 within 45 days from quarter end, as
of the most recent quarter end, for any portion of the portfolio for which
manager data is received by Consultant within 35 days of quarter end.

b. Final Performance Measurement Report including all items specified in
Section 2.-A1 and Section 2.-A2 for all investment managers. The
target data for the final PMR is 60 days from quarter end recognizing
some delay may occur from the commingled funds.

c. All remaining Performance Measurement items including those items
specified in Section 2.-A3 and not already provided under Section
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5.

2.A4a and Section 2.-A4b to be received within 90 days from quarter
end, as of the most recent quarter end.

d. ARMB has notified managers that performance data must be submitted
within 35 days after quarter end. Should a manager fail to submit the
necessary data, Consultant will provide its best effort to prepare the
reports on the schedule described above. Consultant must inform
ARMB of any outstanding data on the 36™ day following quarter end.

Provide the above return calculations as referenced in Section 2.-A1 and
Section 2.-A2 to the Board's general consultant on the same schedule as to
ARMB.

Each report shall be furnished to ARMB electronically via email and/or on a
CD-Rom in an industry standard format.

Oral presentations of the report to the Committee or the full Board are expected
annually.

B. Separate Account Manager Selection

As requested, the consultant will:

1.

2.

Help establish guidelines for ARMB to use in selecting managers.
Develop a list of recommended managers.

When necessary, Consultant will prepare and distribute an RFP to appropriate
managers.

Prepare and present recommendations formally to ARMB at the ARMB Real
Estate Committee (the “Committee”) and/or Board level.

Assist in communicating the Board's guidelines and the objectives to selected
investment managers.

C. Commingled Fund Selection

As requested, the Consultant will:

1.

2.

Help establish guidelines for ARMB to use in selecting commingled funds.
Develop a list of recommended commingled funds.

Prepare and present these recommendations formally to ARMB at the
Committee and/or Board level.
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D. General Consulting

Services provided under this General Consulting portion of this Agreement and within
the retainer fee include:

1.

5.

Review of Annual Investment Plan as described in Section 2.-D4 and
participation in the annual review of separate account budgets and business
plans,

Annual Evaluation of existing Investment Managers, including the products
described in Section 2.-D5, and

Consultation relying on Consultant general expertise and market knowledge
relating to the ARMB portfolio, performance measurement, existing managers,
potential managers, strategies, funds in the market and the real estate industry
in general. The Retainer shall not include due diligence, the specific analysis of
funds, managers or investments; or recommendations for investments to the
Committee or Board. General consultation within the Retainer (as defined in
Appendix D) is limited to a maximum of 8 hours per month.

Strategic Planning. On an annual basis, the Consultant will review and provide
comment on the annual investment plan prepared by Staff. The Consultant will
include, at a minimum:

a. An analysis of the economic drivers of ARMB’s properties.

b. A comprehensive analysis of the real estate market conditions.

c. Recommendations, if any, to consider new areas of investment (e.g.,
by geographic area or property type).

d. Recommendations, if any, for changes, in investment strategy (e.g.,
core versus value).

e. Recommendations, if any, for changes to the policies, procedures
and guidelines.

f. Recommendations, if any, for specific policy exception to be made
because of unusual market conditions or other reason.

g. An assessment of whether the real estate portfolio is in compliance
with ARMB’s Real Estate Policies and Procedures.

Annual Manager Evaluation: Annually prepare a written evaluation of each
manager and commingled fund including, but not limited to:

a. Discussion of returns relative to benchmarks and peers.

Appendix C\ARMB\09-0032\The Townsend Group, Inc.\April 1, 2009 Page 6



E. Other.

b. Discussion of style drift, if any.

c. Significant changes in management, staff, or ownership of the
organization.

d. A definitive recommendation to retain, place on or remove from the
watch list, or terminate a manager.

Travel. All services shall include up to a total of two meetings in Alaska per
calendar year unless classified as a Special Project under Section 2.-F in which
case travel will be charged separately.

Report to ARMB, as requested, on current developments in the financial
markets, money management, or other pension fund investment-related topics
relevant to the real estate asset class.

As part of the annual planning process, assist ARMB in evaluating new types of
real estate investments or strategies.

As part of the annual planning process, evaluate and recommend major changes
to existing program structure.

Provide general consultative feedback to Board members and Staff on an as
needed basis.

F. Special Projects.

From time to time the Board or Staff may request additional special projects in writing.
The fee and other terms for these projects will be mutually agreed upon in advance
between Consultant and ARMB. Special projects are defined as anything not included
in the Retainer and will generally require product in the form of memos, white papers or
presentation material to Staff and or the Board. These could include, but would not be

limited to:
1. Assist in transition management (planning and execution of transfer of assets
from a terminating manager to an existing or new manager).
2. Provide comparisons to the Board of other public funds policies and practices.
3. Provide special project research relating to technical real estate issues.
4. Perform due diligence and make recommendations on specific real estate

investment opportunities at the request of Staff or Board (e.g., investigate a
specific commingled fund opportunity that the Board wants further information
on as opposed to performing a search for a type of commingled fund and
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bringing forward several specific opportunities for the Board's selection).

5. Prepare analysis requiring the use of the Consultant’s research department
and/or use of a proprietary database for specific analysis not included as part of
the quarterly Performance Measurement Report or Annual Plan.

6. Other requests from Staff and/or the Board which are outside of normal
consulting practices.

Section 3. Standard of Care

Consultant shall exercise the highest standard of care expected of a fiduciary with respect to its
relationship to ARMB in fulfilling its obligations under this Agreement.

Section 4. Indemnification

Contactor agrees to indemnify the State and hold the State harmless from and against any and all
claims, losses, damages, or liabilities (including legal fees and expenses) resulting from or arising
out of imprudence, negligence, willful misconduct, or breach of this agreement by Consultant’s
employees, agents or designees. Notwithstanding the foregoing, Consultant shall not be
responsible for losses resulting from causes beyond its control if Consultant employed the
diligence and prudence of a professional real estate Consultant acting as a prudent real estate
Consultant familiar with such matters in a like capacity.

The parties to this agreement recognize and agree that ARMB has no appropriation currently
available to it to indemnify the Consultant under this provision and that enactment of an
appropriation in the future to fund a payment under this provision remains in the sole discretion of
the legislature and the legislature’s failure to make such an appropriation creates no further
liability or obligation of the ARMB.

Section 5. Notification of Certain Facts or Occurrences

If Consultant, in accordance with industry standards, using the care and diligence of a professional
real estate consultant, obtains information regarding and facts or occurrence which it believes
might result in any significant risk or loss to the assets of ARMB the Consultant shall upon
becoming aware of any such facts or occurrence, as soon as possible, and in no case more than
twenty-four (24) hours later, notify the State of such fact or occurrence and the resulting risk.

Contract shall promptly notify ARMB in the event of (1) any change in control of Consultant,
and/or (2) any other material change in the nature of Consultant's principal business activities.
Section 6. Amendments

This Agreement may not be amended or modified except by an instrument in writing signed by
both Consultant and the State.
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Section 7. Reliance

Each of the parties to this Agreement may rely on any documents or communications from the
other which it reasonably believed in good faith to be genuine and valid.

Section 8. Headings

Headings to this Agreement are for convenience of reference only and shall not expand, limit, or
otherwise affect the meaning of this agreement.

Section 9. Assignment

Performance by Consultant of its duties under this Agreement may not be delegated. This
Agreement may not be assigned by either party without the written consent of the other and any
purported assignment without such consent shall be null and void. Subject to the foregoing, this
Agreement shall be binding upon and inure to the benefit of each party to this Agreement and its
successors and permitted assigns.

Section 10. Waivers

Failure to exercise any right or remedy provided for in this Agreement does not constitute a waiver
thereof.

Section 11. Property Entitlement
All documents created or maintained by Consultant relating to its activities and obligations under

this Agreement shall be the property of the State and shall otherwise be subject to Consultant’s
normal retention policy.

Section 12. Incorporation by Reference

Consultant understands and agrees that the State has materially relied upon Consultant’s responses
in the State’s selection process for Real Estate Consultant. The State’s Request for Proposals for
Real Estate Consultant ASPS 09-0032, the Consultant’s Response to the Request for Proposal
dated November 14, 2008 and ARMB’s Real Estate Policies, Procedures and Guidelines are
made a part of this Agreement by this reference.

Section 13. Form ADV

ARMB acknowledges that it has received from the Consultant, at least forty-eight (48) hours prior
to entering into this Agreement, a copy of its current Form ADV Part II, as described in Securities
and Exchange Commission Rule 204-3. The Consultant represents and warrants that it has
provided a true and complete copy of the Consultant's Form ADV Part II. The Consultant shall
deliver true and complete copies of changes to the Consultant's Form “ADV Part II” (or similar or
successor form) promptly after any changes thereto.
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Section 14. Termination

This Agreement may be terminated by ARMB, with or without cause, upon 30 days written notice
to the Consultant. The Consultant may terminate this Agreement, with or without good cause
shown, upon 60 days written notice to ARMB.

Section 15. Confidentiality

Consultant agrees not to release any information concerning ARMB's investments or the portfolio
to any parties other than ARMB or its designees, except as may be required under the terms of this
Agreement, without first obtaining the written permission of ARMB. Such information shall be
treated by Consultant as strictly confidential. Consultant may furnish such information through
legally required reports to or inspections by governmental authorities having regulatory or judicial
Jurisdiction over Consultant. In addition, ARMB acknowledges and agrees that Consultant may
use the Account’s investment performance on an undisclosed basis in its composite performance
presentation.

Consultant also agrees not to use ARMB as a reference or to name ARMB in any publication or
written material without ARMB's prior approval; provided however, Consultant may disclose the
identity of ARMB and its client relationship with Consultant in response to requests for proposals,
in presentations, and in other materials to clients or prospective clients of Consultant. Such
requests will not be unreasonably withheld.

Section 16. Compensation of Consultant

ARMB shall compensate Consultant as provided in Appendix D hereof.

Section 17. Miscellaneous

1. This Agreement shall be governed by and construed in accordance with Alaska law.

2. Subject to the foregoing, this Agreement shall be binding upon and inure to the benefit
of each party hereto and its successors and permitted assigns.
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APPENDIX D

FEE SCHEDULE

1) Retainer (Annual Fee): $50,000 per year, payable in quarterly installments. The
Retainer includes maximum travel to Alaska of 2 times per calendar year.

=  When requested to attend a Board, Committee or staff meeting not otherwise
provided for in this contract: $2,500/event

2) Investment Manager Search:

* Separate account manager search: $30,000/search
= Commingled fund manager search:
* Closed-end Manager
e Fund search where Townsend has declined
or chosen not to perform extensive due diligence ~ $30,000/search’
o Fund search where Townsend is pursuing due

diligence on behalf of other Townsend clients $20,000/search
= Open-end Core Manager: $ 5,000/search

3) Performance Measurement Reports:

$50,000 per year, payable in quarterly installments.

4) Special Projects:

Project costs for Special Projects will be charged at $185/hour. Projects anticipated to
require more than 16 hours will be negotiated at a rate to be determined at the time of
assignment.

! Search fee reduced to $20,000 if search results in an investment recommendation to other Townsend clients.
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APPENDIX E

ARMB SAMPLE PERFORMANCE MEASUREMENT REPORT

SECTION I (provided 45 days from end of quarter):

Page 1: Portfolio Performance

Page 2: Portfolio Performance Detail
Page 3: Portfolio Diversification
Page 4: Investment Cash Flows

SECTION II (provided 90 days from end of quarter):

Page 5: Diversification by CMSA
Page 6: Attribution Analysis
Page 7: Quartile Graphs (3 and 5 Year)
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Section 11



Metropolitan Statistical Area Diversification
As of September 30, 2008

Total Portfolio

ARMB Total Portfolio: Largest Metro Concentrations

% of NCREIF

MSA Current NAV Weight

Santa Ana-Anaheim-Irvine, CA 19.1% 10.3%
Washington-Arlington-Alexandria, DC-VA-MD-WV 11.0% 9.2%
New York-White Plains-Wayne, NY-NJ 6.7% 13.6%
San Francisco-San Mateo-Redwood City, CA 5.5% 6.8%
Denver-Aurora, CO 4.4% 2.2%
International 4.4% 0.0%
Lake County-Kenosha County, IL-WI 3.9% 6.0%
Rockingham County-Strafford County, NH 3.9% 4.9%
Tacoma, WA 3.8% 3.0%
Fort Worth-Arlington, TX 3.8% 3.5%

IMAs Only

ARMB IMA Portfolio: Largest Metro Concentrations

% of NCREIF

MSA Current NAV Weight
Fort Worth-Arlington, TX 23.8% 3.5%
Lake County-Kenosha County, IL-WI 12.7% 6.0%
Rockingham County-Strafford County, NH 7.9% 4.9%
San Francisco-San Mateo-Redwood City, CA 6.2% 6.8%
Santa Ana-Anaheim-Irvine, CA 5.5% 10.3%
Tacoma, WA 5.2% 3.0%
Washington-Arlington-Alexandria, DC-VA-MD-WV 4.6% 9.2%
West Palm Beach-Boca Raton-Boynton Beach, FL 4.3% 3.9%
Atlanta-Sandy Springs-Marietta, GA 4.0% 3.8%

Denver-Aurora, CO 3.4% 2.2%



onunqry

VI sisfpuv u s

1su nf njpoup ARjuo o

g o..:n..oo %:Bmum " mm”“u:& uoNqriIv 40 uor} :
=-U O, A .
00 30U 34D spunf 2409 :.w”mn o e VI
i d yr 2y3 uaym .
00 wvibousd v &«
pasususu

s[ejog,
._ . %6LI0°0- el
T %ZSTZ0 REIE s
%E100°0- %1961°0 100 =
ETh 000 %E920"0- %0000°0 1930H
%S080°0 %6€00°0 %0610°0 oo e
= oo 00800 %C110°0- ad&y,
%STT0'0 269600°0- st e
%6010°0 5600 S
%6C11'0 Zre0
rejor |
=y
%€000°0- el
TS %SZ00°0 e
%0TE00 L650°0- 52000 3
%00LT"0- %ET00°0- 695 T 0" 00 =
%S6+0°0- %.L110°0 %EZ500 TG e
%CIET 0 %9t10°0 %0500 0- AL =
%9+S0°0 %9€00°0 o Ty
%SE00°0- 795000 eesor
%t 000~ pE00
Tejor

o sy

aquiaydag Jc

00Z ‘o€ 4 i)

A wo aje3sy [edy 310D djearrd
" sisA[eay wonnqrIIIy



%00°00T

%0008

uinlay Jeaj 3aiyy

%0009 %000t %00°0¢ %000 %00'02-

WL [PURUSS

| sevnpr

800Z/0€/6 -8ulpu3 sieap aaayl
9SJI9AIUN UIN}3JY d|qess :SisAjeuy ajaend

%00°0%-

%00'09-

d1uddidd




%0008

%0009

uin}ay Jeap anl4

%000 %00'0¢ %000 %00°0¢- %000t~

VN’ 3U03SI3UI0)

IdN

VAT e S

8002Z/0€/6 -8uipu3 sieaj aAl4
9SJIAIUN UIN1BY 3|qe)s :SisAjeuy 3jnieny

%00°08-

ajljuadiad




	2.1 AUTHORIZED SIGNATURE
	SECTION THREE:  STANDARD CONTRACT INFORMATION
	3.1 CONTRACT TYPE
	3.7 CONTRACT FUNDING
	Attachment 9.1 Agreement_AppA-B.pdf
	Attachment 9.1-Standard Agreement Form.pdf
	GENERAL PROVISIONS


	Attachment 9.2 Background on Plans.pdf
	Staff
	The Portfolio Management Section includes the Chief Investment Officer and 14 professional staff.  Portfolio staff will be the primary day-to-day contact with the successful Respondent.  The Accounting Section is responsible for the accounting and saf...
	Assets
	The Real Estate Investment Trust Equity Pool is administered by Treasury’s investment staff  and is invested in equities issued by real estate investment trusts.  The pool is a component of the Real asset class and provides the opportunity to gain mor...


	Attachment 9.3 Consultant Contracts.pdf
	Draft Callan-ARMB-SOA Contract.pdf
	Callan-Standard Agreement Form09-0019.pdf
	Appendix B2 Callan 09-0019
	Appendix C1-Callan 09-0019
	Appendix C2-Callan 09-0019
	Appendix D1-Callan 09-0019
	Appendix D2-Callan-SOA 09-0019





