Alaska Retirement Management Board

Agenda
December 2-3, 2010

Thursday, December 2, 2010

I.|9:00 am Call to Order
IT. Roll Call
III. Public Meeting Notice
Iv. Approval of Agenda
V. Public/Member Participation, Communications, and Appearances
(Three Minute Limit)
VI. Approval of Minutes: August 16, 2010 Minutes 081610
September 23-24, 2010
VIL Election of Officers
VIII. | 9:15 Reports
1. Chair Report
2. Committee Reports
A.  Audit Committee, Martin Pihl, Chair
B.  Trustee Study Group, Martin Pihl, Chair DRB Report
3. Retirement & Benefits Division Report -
A. Membership Statistics (informational)
B. Buck consulting Invoices (informational)
Annette Kreitzer, Commissioner, Department of
Administration
Patrick Shier, Director, Division of Retirement
& Benefits
4. Treasury Division Report CIO Report 1210
Jerry Burnett, Deputy Commissioner, Dept of
Revenue
5. CIO Report, Gary Bader, Chief Investment Officer
9:30-9:50 | 6. Fund Financial Presentation and Cash Flow Update Fund Financial-
Pamela Leary, Comptroller, Department of Revenue CashFlow093010
Pat Shier, Director, DRB, Department of Administration
9:55-10:25 | 7. KPMG - Audit Report KPMG-December 2010
Michael Hayhurst and KPMG-AuditComLir
10:25-10:35 BREAK
10:35-11:35 | 8. Independent Fiduciary Services Report IES Final Report
Steven Harding and Barbra Byington IES Presentation
11:35-12:05 | 9. Private Equity Evaluation Callan-Private Equity
Gary Robertson, Callan Associates, Inc. Presentation
Zachary Hanna, State Investment Officer
12:05-1:15 LUNCH - 12:00 - 1:15 pm
1:15-1:35 10. External Manager Review Memo-ManagerReview
Gary Bader, Chief Investment Officer Manager Review 2010
1:40-2:40 | 11. Performance Measurement - 3" Quarter Callan-PerformanceQ3-

Michael O'Leary, Callan Associates, Inc

10

Callan-
ExSumPrelim093010
Callan-SBS093010.
Callan-DefComp093010
Callan-




DefContribPrelim093010

2:45-3:15 |12, Lazard Asset Management - Global Equity Lazard Presentation
John Reinsberg and Tony Dote
3:15 BREAK - 15 Minutes
3:30-4:00 13. ARMB Fixed Income Portfolio Fixed Income
Bob Mitchell, Senior Investment Officer Presentation
4:05-4:45 14. Financial Reform Review
Rob Johnson, ARMB Legal Counsel
End of Meeting Day - Recess
Friday, December 3, 2010
9:00 am Call to Order
9:00-9:30 | 15. TCW EI6 Fund XV EIG XV pitchbook Final
Blair Thomas and Claudia Schloss
9:35-10:10 | 16. Brandes Investment - DC and DB Mandates Brandes Presentation
Glenn Carlson and Juan Benito
10:10 BREAK - 10 Minutes
10:20-12:00 | 17. State Street Global Advisors (all mandates) SSgA Presentation
12:00-1:15 | LUNCH - 12:00 - 1:15 pm
1:15-1:45 18. Investment Actions Investment Actions
A.  Absolute Return Managers 120310
B.  State Street Bank Contract
C,  Mondrian Contract Amendment
D. Real Asset Committee
E.  Energy Fund Allocation
F.  US Intermediate Treasury Guidelines
Resolution 2010-19
6.  Rebalancing - Resolution 2010-20
H.  Delegation of Authority - Resolution 2010-21
Gary Bader, Chief Investment OfficerInvestment Actions
1:50-2:20 19. Actuarial Valuation Assumption Changes

XT. Unfinished Business 2011 Calendar-
1. Calendar, Judy Hall, Liaison Officer Disclosures
2. Disclosure Report, Judy Hall, Liaison Officer
3. Legal Report, Rob Johnson, Legal Counsel
X. New Business
XI Other Matters to Properly Come Before the Board
XII. Public/Member Comments
XIIL Investment Advisory Council Comments
XIV. Trustee Comments
XV. Future Agenda Items
XVI. Adjournment

(Times are approximate. Every attempt will be made to stay on schedule; however, adjustments may be made.)







State of Alaska
ALASKA RETIREMENT MANAGEMENT BOARD
MEETING
Teleconference Meeting
11" Floor, State Office Building
Juneau, Alaska
MINUTES OF
August 16, 2010
CALL TO ORDER

CHAIR GAIL SCHUBERT called the meeting of the Alaska Retirement Management Board
(ARMB) to order at 10:31 a.m.

ROLL CALL
Seven ARMB trustees were present via teleconference at roll call to form a quorum.
ARMB Board Members Present
Gail Schubert, Chair
Sam Trivette, Vice Chair
Gayle Harbo, Secretary
Kristin Erchinger
Commissioner Patrick Galvin
Tom Richards
Mike Williams
Legal Counsel Present
Mike Barnhill, Assistant Attorney General, Department of Law
Dan Levi, Paul Weiss, Attorneys
Department of Revenue Staff Present
Jerry Burnett, Deputy Commissioner
Gary M. Bader, Chief Investment Officer
Judy Hall, Liaison Officer



PUBLIC MEETING NOTICE
JUDY HALL confirmed that proper public meeting notice requirements had been met.
APPROVAL OF AGENDA

MS. HARBO moved to approve the agenda. MR. TRIVETTE seconded. The motion passed
without objection.

PUBLIC/MEMBER PARTICIPATION, COMMUNICATIONS AND APPEARANCES
None.
ACTION - DISCUSSION OF ALLOCATION OF MERCER SETTLEMENT FUNDS

CHAIR SCHUBERT requested that Assistant Attorney General Mike Barnhill lead the
discussion on the action item before the Board. MR. BARNHILL stated the purpose of the
meeting is to consider how to allocate the net proceeds of the Mercer litigation. The Board filed
a complaint on behalf of the PERS/TRS systems against Mercer in December 2007 and settled in
June for $500 million. This netted an amount for the PERS/TRS funds of approximately $403
million for the trust funds. It is the recommendation of the Department of Law, Paul Weiss and
Rob Johnson that the allocation be carried out as set forth in evidence presented by the Board in
its expert reports.  The best evidence available showed the relative allocation of damages
between PERS and TRS would have been approximately 89% damages in PERS and 10.9% in
TRS, and that is the recommendation for allocating $403 million in settlement proceeds.

MS. HARBO asked whether any money was paid from the pension funds to pay for the lawsuit,
to the Department of Law attorneys or expert witnesses, etc. MR. BARNHILL replied that no
money was spent from trust funds for the litigation, money was spent from funds before filing
the lawsuit for investigation - approximately $800,000 approved by the legislature based on a pro
rata share based on net asset value at the time of the appropriation. MS. HARBO opined that the
money that was used to fund the lawsuit should be paid out in the same proportion as the
settlement. MR. BARNHILL clarified that no trust money was used to fund the lawsuit, it was
to fund the investigation from appropriations made in 2006. A request for $12 million for
litigation was not approved by the legislature and a contingency arrangement was made with
Paul Weiss to continue the lawsuit in the summer of 2007.

MR. RICHARDS requested clarification on the $800,000 being taken from the trust funds. MR.
BARNHILL replied that the Department of Law initially sought $400,000 to fund the
investigation in 2006, which was split 50/50. Subsequently the department sought an additional
appropriation of $400,000 because of the higher investigation costs. At that time the initial
appropriation was reallocated on a pro rata basis based on net asset value from the PERS and
TRS trust funds. MR. BARNHILL stated that his recollection was that it was 75%-25% because
at that time that was the relative proportion between the funds.

CHAIR SCHUBERT, referring to the memorandum received from legal counsel Paul Weiss
provided to the trustees prior to the meeting, invited DAN LEVI to comment. MR. LEVI
explained that Paul Weiss took a look at different damage scenarios that experts provided, and
determined that Scenario #1 was most likely to succeed at trial and was most supported by the
evidence. This scenario showed that based on historical rate setting information, PERS was most
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likely to continue escalating contribution rate, but TRS was not as clear since they had set a flat
rate of 12% in the early 90s and there was very little evidence to show what they would have
done had Mercer recommended different rates. MR. LEVI also reviewed two other scenarios:
one used a 13% flat rate as a baseline, and one which would throw out the flat rate and use the
Mercer recommendation across the board, with the assumption that the 5% cap which both
funds had always followed would remain in place. MR. LEVI stated that very little evidence
supported scenarios 2 and 3, so Paul Weiss’ recommendation is to adopt scenario #1 as best
supported by evidence. MS. HARBO stated that she wished to clarify that in 1992 Mercer
supported 12% flat rate in their recommendation to the TRS. MR. LEVI agreed that was the
case.

CHAIR SCHUBERT invited comment from the Department of Revenue staff.
COMMISSIONER GALVIN stated he had no comments but agreed with the recommendation.

CHAIR SCHUBERT next referred to the action item in packet.

MR. TRIVETTE moved that the Board direct staff to allocate the settlement funds received from
the Mercer litigation as follows: 89.0829% to the PERS Health Trust Fund and 10.9171% to the
TRS Trust Fund. MS. HARBO seconded.

KRIS ERCHINGER noted a correction to the Action Memo in the Status paragraph, the second
to the last line of second paragraph it reads PERS instead of TRS receiving 10.9171%.

MR. TRIVETTE stated that for the record, he believed that Colin England’s report supports this
conclusion, along with recommendation of the attorneys.

Roll call vote

Ayes: Erchinger, Galvin, Richards, Trivette, Williams, Harbo, Schubert
Nays: None. Commissioner Kreitzer and Martin Pihl absent.
UNFINISHED BUSINESS

There was no unfinished business.

NEW BUSINESS

There was no new business.

OTHER MATTERS TO PROPERLY COME BEFORE THE BOARD
There were no other matters to come before the Board.
PUBLIC/MEMBER COMMENTS

There was no one present or listening by telephone who wished to address the board.
TRUSTEE COMMENTS

MR. TRIVETTE requested clarification regarding the confidentiality of certain legal documents
provided to the Board for review. MR. BARNHILL replied that the memos from Paul Weiss and
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from Wohlforth Johnson should remain confidential, but the expert reports are now public
information. MS. HARBO expressed her thanks to the Department of Law for keeping the faith
and to Dan Levi for all their hard work. CHAIR SCHUBERT echoed those remarks. MR.
BARNHILL replied that the Board has done great work, and they have appreciated the chance to
work with the Board on this.

FUTURE AGENDA ITEMS
None
ADJOURNMENT

There being no objection and no further business to come before the board, the meeting was
adjourned at 10:50 a.m. on August 16, 2010, on a motion made by MS. HARBO and seconded by
MR. WILLIAMS.
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ALASKA RETIREMENT MANAGEMENT BOARD

SUBJECT:  PERS / TRS FY2010 Membership Statistics ACTION:
QUARTERLY INFORMATION ONLY
DATE:  December 2, 2010 INFORMATION: X
BACKGROUND:

Information related to PERS / TRS membership activity since the introduction of PERS Tier IV / TRS Tier III.

STATUS:
Quarterly membership information from July 1, 2010 to September 30, 2010:

PERS Defined Benefit Plan:

Returned With Indebtedness Paid on Indebt  Terminated Retired

Tier I 65 39 35 31 161
Tier 11 61 15 15 81 74
Tier Il 176 14 13 192 61

TRS Defined Benefit Plan:

Returned With Indebtedness  Paid on Indebt  Terminated Retired
Tier I 16 4 2 (33) 35
Tier 11 o8 4 0 (85) 26

PERS Defined Contribution Plan:

Opted out of
Tier IV Enrolled Terminated Refunded Managed Accounts
New members 1,184 477 345 164
Converted members 0 1 2

TRS Defined Contribution Plan:

Opted out of
Tier II1 Enrolled Terminated Refunded Managed Accounts
New members 730 (110) 89 45

Converted members 0 0 0

AS 39.35.940 — Transfer into DCR Plan by nonvested members of DB Plan
Emplovers participating in the conversion option: 4

The State of Alaska for both PERS and TRS members, effective 7/1/06 through 6/30/07.
Bering Straits School District for their TRS members, effective 1/1/07 through 12/31/07.
Kake City School District for their PERS and TRS members, effective 2/1/07 through 1/31/08.
City of Delta Junction for their PERS members, effective 4/1/07 through 3/31/08.

GADRB\AccountingtARM Board\Board Meetings\2010 12 (Dec)\Membership Stats for September 30, 2010 (Quarterly).doc



LEGEND

PERS / TRS DEFINED BENEFIT PLAN

Returned = Number of members returning to the Plan during the timeframe of this report

With Indebtedness = Number of members who returned to the Plan with an indebtedness balance
(Indicates prior PERS or TRS service that was refunded and could be repaid)

Paid on Indebtedness = Number of members who returned to Plan and have paid on their
indebtedness balance

Terminated = Total members who terminated from the Plan during the timeframe of this report

Retired = Total Plan members who retired during the timeframe of this report

PERS / TRS DEFINED CONTRIBUTION PLAN

Enrolled = Number of new members enrolled into Plan during the timeframe of this report

Terminated = Number of members who terminated from Plan during the timeframe of this report

Refunded = Number of members who refunded their contributions from Plan during the timeframe
of this report

Opted out of Managed Accounts = Number of members who opted out of the Managed Accounts
option at Great West and chose an alternate investment option

Converted members = Members who converted from the Defined Benefit Plan to the Defined
Contribution Plan (From PERS Tier IlI to Tier IV and TRS Tier II to Tier III)




ALASKA RETIREMENT MANAGEMENT BOARD

SUBJECT:  pERS/TRS Membership Statistics ACTION:
CUMULATIVE Information
DATE:  December 2, 2010 INFORMATION: X
BACKGROUND:

Information related to PERS / TRS membership activity since the introduction of PERS Tier IV / TRS Tier IIL

STATUS:

Cumulative membership information from July 1, 2006 through September 30, 2010:

PERS Defined Benefit Plan:

Returned With Indebtedness Paid on Indebt Terminated Retired
Tier I 1,894 1,578 615 211 2,797
Tier I 1,679 978 228 1,559 1,022
Tier HI 3,747 1,208 164 6,472 509
TRS Defined Benefit Plan:
Returned With Indebtedness Paid on Indebt Terminated Retired
Tier I 350 128 35 73 1,069
Tier 11 1,376 252 31 1,219 322
PERS Defined Contribution Plan:
Opted out of
Tier IV Enrolled Terminated Refunded Managed Accounts
New members 16,157 5,885 2,231 1,697
Converted members 44 30 23
TRS Defined Contribution Plan:
Opted out of
Tier III Enrolled Terminated Refunded Managed Accounts
New members 4,274 1,142 395 327
Converted members 13 9 4

AS 39.35.940 — Transfer into DCR Plan by nonvested members of DB Plan

Employers participating in the conversion option: 4

The State of Alaska for both PERS and TRS members, effective 7/1/06 through 6/30/07.
Bering Straits School District for their TRS members, effective 1/1/07 through 12/31/07.
Kake City School District for their PERS and TRS members, effective 2/1/07 through 1/31/08.
City of Delta Junction for their PERS members, effective 4/1/07 through 3/31/08.

GADRB\Accounting\ARM Board\Board Meetings\2010 £2 (Dec)\Membership Stats for September 30, 2010 (Cumulative).docx



LEGEND

'PERS / TRS DEFINED BENEFIT PLAN

Returned = Number of members returning to the Plan during the timeframe of this report

With Indebtedness = Number of members who returned to the Plan with an indebtedness balance
(Indicates prior PERS or TRS service that was refunded and could be repaid)

Paid on Indebtedness = Number of members who returned to Plan and have paid on their
indebtedness balance

Terminated = Total members who terminated from the Plan during the timeframe of this report

Retired = Total Plan members who retired during the timeframe of this report

PERS / TRS DEFINED CONTRIBUTION PLAN

Enrolled = Number of new members enrolled into Plan during the timeframe of this report

Terminated = Number of members who terminated from Plan during the timeframe of this report

Refunded = Number of members who refunded their contributions from Plan during the timeframe
of this report

Opted out of Managed Accounts = Number of members who opted out of the Managed Accounts
option at Great West and chose an alternate investment option

Converted members = Members who converted from the Defined Benefit Plan to the Defined
Contribution Plan (From PERS Tier IlI to Tier IV and TRS Tier II to Tier III)




ALASKA RETIREMENT MANAGEMENT BOARD

SUBJECT:  Invoices & Summary of Billings - ACTION:
Buck Consultants, a Xerox Company
DATE: December 2, 2010 INFORMATION: ~ __ X
BACKGROUND:

AS 37.10.220(a)(8) prescribes that the Alaska Retirement Management Board (Board) “coordinate with
the retirement system administrator to have an annual actuarial valuation of each retirement system
prepared to determine system assets, accrued liabilities, and funding ratios and to certify to the
appropriate budgetary authority of each employer in the system”.

As part of the oversight process, the Board has requested that the Division of Retirement & Benefits
(Division) provide monthly invoices to review billings and services provided.

STATUS:

Attached are monthly invoices to the Division for Fiscal Year 2011 for the months of July, August and
September 2010.

Attached is the summary totals for the three months ended September 30, 2010.




Buck Consultants
Billing Summary
Through the Three Months Ended September 30, 2010

PERS TRS JRS NGNMRS EPORS AHF RHF TOTAL

Actuarial Valuations $ 42,010 18,800 - 63 - - - $ 60,973
ARME Presentations 5,186 4,884 - - - - - 14,170
State Empioyer Relief Breakout (FY12 & FY13) 1,262 1,084 878 - - - - 3,224
Past Service Rate Projeclions 2,490 990 - - - - - 3,480
Projection of State Assistance 1,581 633 - - - - - 2,224
JRS Experience Analysis - - 6,344 - B - - 6,344
Adjustment to JRS Roilforward - - 3,691 - - - 3,691
Analysis of State Assistance Rate 7.275 2,893 - - - - B 10,168
GASB 25 and 27 Preliminary View Discussion 308 123 3 13 - - - 447
UA Optional Retirement Pian Litigation Phone Call 481 180 - - - - - 871
Discussion on actuarial factor update 3Bt 381 - - - - - 761
Estimating PERS/TRS Healthcare Trust contributions 383 383 - - - - - 765
Factors discussion - actuarial equivalence 3,612 1,436 - - - - - 5,048
Termination cost study questions 924 - - - - - 924
Audit Request 5,471 2,213 49 - - 230 27 7,890
TOTAL _§ 75373 34,209 10,965 76 - 230 27 $ 120,880




ckconsultants

August 24, 2010

Mr. Teresa Kesey

Chief Financial Officer

State of Alaska PERS

333 Willoughby

6th Floor, State Office Building
Juneau, AK 99811-0208

Actuarial Valuation and Consulting Contract
Agency Contract Number 2006-0200-5759

Client #: 00019732
Invoicc#:1_20537224 o

A Xerox Company

REMIT BY CHECK TO:
Buck Consultants, LI.C
Dept, CH 14061
Pajatine, IL 60055-4061

BY WIRE TO:

Buck Consultants, LLC

The Bank of New York Mellon, NA
A B A #043000261

DD A#0038720

EIN: 13-3954297

Terms: Payable upon receipt. Interest accres
after 30 days from the invoice date at 1% per
mouth,

Direct Inquiries to:
Judy Daszkiewicz - Finance Dept.
Email: Judith Daszkiewicz(@acs-inc.com

. Phqne:,(ZQl) 902728‘42,” o

Services rendered from July 1, 2010 through July 31, 2010 (see attached); $28.821.00

O prect/y

Qe

RECEIVED
AUG 30 200

Div. of Ret. & Benefits
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September 21, 2010

Mr. Teresa Kesey

Chief Financial Officer

State of Alaska PERS

333 Willoughby

6th Floor, State Office Building
Juneau, AK 99811-0208

Actuarial Valuation and Consuiting Contract
Agency Contract Number 2006-0200-5759

Client #: 00019732
Invoice #: 2056{)55

consultants

A Xerox Company

REMIT BY CHECK TO:
Buck Consultants, LL.C
Dept. CH 14061
Palatine, IT. 60055-4061

BY WIRE TO:

Buck Consultants, LLC

The Bank of New York Mellon, NA
A B A # 043000261

DD A#0038720

EiN: 13-3954297

Terms: Payable upon receipt. Interest accrues
after 30 days from the invoice date at 1% per
month.

Dvrect Inquiries to:

Judy Daszkiewicz - Finance Dept.
Email: Judith.Daszkiewicz{@acs-inc.com
Phone; (201) 602-2842

Services rendered from August 1, through August 31, 2010 (see attached): $27.437.00
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uckconsultants

October 21, 2010

Ms. Teresa Kesey

Chief Financial Officer

State of Alaska PERS

333 Willoughby

6th Floor, State Office Building
Juneau, AK 99811-0208

Actuarial Valuation and Consulting Contract
Agency Contract Number 2006-0200-5759

Client #: 00019732
Invoice #: 2058631

A Xerox Company

REMIT BY CHECK TO:
Buck Consultants, LL.C
Dept. CH 14061
Palatine, IL. 60055-4061

BY WIRE TO:

Buck Consultants, LI.C

The Bank of New York Mellon, NA
A B A # 043000261

DD A#0038720

EIN: 13-3954297

Terms: Payable upon receipt. Interest accrues
after 30 days from the invoice date at }% per
menth,

Direct Inquiries to:

Judy Daszkiewicz - Finance Dept,
Email: Judith Dasziiewicz{@acs-inc.com
Phone: {201) 902-2842

Services rendered from September 1 through September 30, 2010 (see attached): $64,622.00
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CHIEF INVESTMENT OFFICER REPORT

Communication from Communication Workers of America.
Communication from International Brotherhood of Teamsters.

Transfer $30 million from Cash to REIT’s.

Rebalance Retirement Health, Defined Contribution, and Pension Plans.
Transfer from Intermediate Treasury Fund to MacKay Shields high yield.
Rebalance Retirement Health, Defined Contribution, and Pension Plans.
Transfer from Domestic Fixed Income to Emerging Market income.
Transfer from Domestic Fixed Income to International Fixed Income.
Remove Crestline Investors from Watch List

Place Mariner Investment Group on watch list for ownership changes.
Possible grant of mineral lease rights on farmland property in Louisiana

Increase fees on J.P. Morgan Strategic Property Fund 2bps.




Summary of letters from the Communications Workers of America and the International
Brotherhood of Teamsters:

Deutsche Telekom, T-Mobile, and the Communication Workers of America

The ARMB has a private equity investment in Blackstone Capital Partners V. Blackstone has
invested in Deutsche Telekom, the public parent of T-Mobile USA. The Communications
Workers of America sent the ARMB a letter alleging that T-Mobile USA managers have been
engaged in a “long-term effort to repress employee’s efforts to organize a union”. The
Communications Workers of America has requested that the ARMB contact Deutsche
Telekom’s CEO regarding the concerns the Communications Workers of America has with T-
Mobile USA. A copy of the materials provided to the ARMB by the Communications Workers
of America is available.

International Brotherhood of Teamsters and KKR

The ARMB has a private equity investment in the KKR 2006 Fund. KKR has invested in U.S.
Foodservice and Toys “R” Us. The International Brotherhood of Teamsters represents more than
4,000 U.S. Foodservice workers and alleges that “the company’s systematic and unlawful labor
rights violations threaten to escalate into widespread work stoppages in key markets.” The
Teamsters also want to make the ARMB aware of the dangers of toxic PVC that may be present
in toys sold by Toys “R” Us. The Teamsters sent an open letter from a coalition of socially
responsible investors urging the ARMB to not participate in the potential initial public offering
of Toys “R” Us “unless the company commits to labeling toxic chemicals in toys and phasing
out PVS toys.” A copy of the materials provided to the ARMB by the Teamsters is available.



Alaska Retirement Management

Board
P.O. Box 110405
Juneau, Alaska 99811-0405
(907) 465-3749

October 12, 2010

Ms. Jennifer Healy

State Street Corporation
Lafayette Corporate Center

2 Avenue de Lafayette — 2° Floor
Boston, MA 02111-2900

Dear Ms. Healy:

The Alaska Retirement Management Board (ARMB) requests the following changes to
be made on Tuesday, October 19, 2010 for the ARMB Defined Benefit Pension Plans,
the ARMB Retirement Health Funds and the ARMB Defined Contribution Plans. Please
use a pro-rata split between all the Pension Plans, Retirement Health Funds and Defined
Contribution Plans.

Short Term Fixed Income (AY70) <$30,000,000>
REIT Holdings (AY9H) $30,000,000

If you have any questions please call our office at (907) 465-4399.

Sincerely,

Z/W/M Gots

Gary M. Bader
Chief Investment Officer

cc: Gail Schubert, ARMB Chair
Jerry Burnett, Deputy Commissioner
Pam Leary, Comptroller
James McKnight, State Compliance Officer
Steve Sikes, State Investment Officer
Bob Mitchell, State Investment Officer
Charles Colton, State Investment Officer
Elizabeth Walton, State Investment Officer

GMB/aes



Alaska Retirement Management Board
P.0O. Box 110405
Juneau, Alaska 99811-0405
(907) 465-3749

October 15, 2010

Ms. Jennifer Healy

State Street Corporation
Lafayette Corporate Center

2 Avenue de Lafayette — 2™ Floor
Boston, MA 02111-2900

Dear Ms. Healy:

Please make the following pool level transactions on Wednesday, October 20, 2010 to bring PERS, TRS
and JRS Retirement Health Plans allocations closer to target.

AYW2 & AYW5 | AYW3 & AYW6 |AYW4 & AYW7
Domestic Equity - Lg Cap -5,430,700 5,637,800 -207,100
Domestic Equity - Sm Cap -1,377,500 1,430,100 -52,600
International Equities 6,176,200 6,318,500 -142,300
International Small Cap -2,648,600 2,617,100 31,500
Emerging Markets -1,598,300 1,635,700 -37,400
AY77 - Dom. Fixed Inc. -2,515,400 2,436,900 78,500
Intermediate Treasury 34,042,700| -34,509,800 467,100
International Fixed Income -509,300 520,000 -10,700
| High Yield -316,800 343,800 -27,000
Emerging Market Debt -138,500 145,400 -6,900
Real Estate -1,695,100 1,761,900 -66,800
Farmland Pool A 927,500 -922,300 -5,200
Energy Pool A -78,400 85,400 -7,000
Timber Pool A -1,169,500 1,136,900 32,600
REIT Pool -230,700 240,700 -10,000
TIPS -2,572,900 2,495,500 77,400
Total Private Equity -1,795,700 1,884,000 -88,300
Absolute Return -989,000 1,036,000 -47,000
AY70 - Short Term Pool -5,727,600 5,706,400 21,200
Total Asset Allocation 0 0 0

If you have any questions please call me (907) 465-4399.

ok

Gary M. Bader
Chief Investment Officer

cc: Gail Schubert, Chair ARMB
Jerry Burnett, Deputy Commissioner
Bob Mitchell, State Investment Officer
Steve Sikes, State Investment Officer
Ryan Bigelow, State Investment Officer
Elizabeth Walton, State Investment Officer
Pam Leary, Comptroller
James McKnight, State Compliance Officer



Alaska Retirement Management Board
P.O. Box 110405
Juneau, Alaska 99811-0405
(907) 465-3749

October 15, 2010

Ms. Jennifer Healy

State Street Corporation
Lafayette Corporate Center

2 Avenue de Lafayette — 2™ Floor
Boston, MA 02111-2900

Dear Ms. Healy:

Please make the following pool level transactions on Wednesday, October 20, 2010, to bring PERS, TRS pension plans

and the DC Plans allocations closer to target.

AY6G & AYEW AYX2 & AYX4 AYY3 & AYY5

Large Cap Pool 375,684 Large Cap Pool (95,148) Large Cap Pool (124,392)
Smalf Cap Pool 45,264  Small Cap Pool (6,324) Smell Cap Pooi (8,306)
International Equity Pool 185,008 Iinternations! Equity Pool (170,199)  Internations! Equity Pool (219,614)
International Smell Cap (5,008) Intemational Srnall Cap (89,278) international Small Cap (116,498)
Emerging Markets Equity 157,676  Emerging Markets Equity 79,940  Emerging Marke!s Equity 102,319

Private Equity (574,803) Private Equity 30,430  Private Equily 38,679

Domestic Fixed Income (265,298) Domestic Fixad Income (932,344)  Domestic Fixed Income (1,194,593)
Intermediste Treasury 319,701  intermediale Treasury 1,133,025 intermeciate Treesury 1,452,338

High Yield Pool 79173 High Yield Pool 68,581  High Yield Pool 87,787

Emarging Markets Debt Poo! 60,257  Smerging Markets Debl Pooi 12,618  Emerging Markets Debt Poo! 16,086

Internationai Fixed Income 37,132  international Fixec incorm 2,203  International Fixed Income 2,738

AK TIPS Pool (436,151) AK TIPS Pool 9,661 AKX TIPS Poot 12,213

Energy Pool A (102,197)  Energy Peol A 1,125  Energy Pool A 1,409

Farmiand Pool A 75,747  Farmiand Pool A 8,935 Farmiand Pool A 11,379

REIT Pool A (41,269) REIT PooiA 2,074  REIT Pool A 2,647

Timber Pool A 43,604  Timbsr Pool A 6,292  Timber Pool A 8,022

AK Raal Estate Pool 484,913  AKResl Eslate Pool 47,685  AK Reai Estats Pocl 60,679

Absolute Return (309,838) Absoluie Return (6,009) Absolute Return (7.980)
Cash (139,597) Cash (103,267} Cesh (124,913)
AYSH & AYEX AYY2 & AYY4 AY21 & AY94

Large Cap Pool (20,596) Large Cap Pool (214,049) Large Cap Poo! 95,138.00

Small Cap Pool (1,541)  Smell Cap Pool (6,564) Small Cap Poot (12,899)
International Equity Pool (32,556) International Equity Pool (567,633) Internations! Equity 630,317

Internstional Small Cap (16,501)  Internationat Smati Cap (332,137) Internationst Small Cap 425,728

Emerging Markets Equity 13,552  Emerging Markets Equity 342,344  Emerging Markels Equity Pool (516,274)
Private Equity 4,440  Private Equity 161,086  Private Equity 225,190

Domestic Fixed Income (165,686) Domestic Fixed Income (3,646,188) Domestic Fixed Income 4,688,020

Intermediate Treasury 199,825 intermediate Treesury 4,506,058  Iniermediate Treasury (5,754,337)
High Yield Pool 11,920  High Yield Pool 280,186  High Yield (394,831)
Emerging Markets Dabt Pool 1,975  Emerging Markets Debt Pool 61,321  Emerging Markets Debt Pool (110,934)
Interrstional Fixed Incoma 120  Intarnationsl Fixed Income 20,590  intemationsi Fixed Income (44,439)
AK TIPS Pool 1,280 AK TIPS Pool 57,036 AK TIPS Pool 244,226

Energy Pool A 156  Erergy Pool A 6,254  Energy Pool A 64,504

Farmiend Pool A 1,372  Famnland Pool A 44 525  Fermiand Pool A (102,309)
REIT Pool A 327 REITPociA 9,910 REIT Pool A 17,511

Timber Pool A 984  Timber Pool A 30,596  Timber Pool A (64,768)
AK Resl Estate Pool 7,180  AKReal Estate Pool 244,049  AK Resl Estete Poot (606,449)
Absolule Relurn (1,752) Absoiute Retumn 6,629  Absolule Retum 224,905

Cash (4,499) Cash (1,004,013) Cash 991,701

AY6l & AYEY AYX3 & AYX5S AY22 & AY95

Larga Cap Pool (7.976) Large Cap Pool (50,159) Large C2p Pool 41,498.00

Small Cap Pool (251) Smef! Cep Pool (3,753) Small Cap Pool (5,626)
International Equity Pool (21,061) International Equity Pooi (79,182) intarnatione! Equity 274,920

International Smali Cap (12,169) internations! Smell Cap (39.825) international Small Cap 185,686

Emerging Markets Equity 12,668 Emerging Markets Equity 32,955  Emerging Markets Equity Pool (225,180)
Private Equity 5,936  Private Equity 10,823  Private Equity 98,219

Domestic Fixad income (135,246) Domestic Fixed Income (403,404) Domestic Fixed income 2,044,739

Intermediale Treasury 166,986  intermeciate Treasury 486,230  Intermediste Treesury (2,509,826)
High Yield Pool 10,383  High Yield Peol 20,011  High Yield (172,210)
Emaerging Markets Debt Pool 2,265  Emerging Markets Debt Pool 4,797  Emerging Markats Debt Pool (48,385)
Internetions! Fixed Income 751  Intarnationsl Fixed income 287  internationel Fixed Income (19,382)
AK TIPS Pool 2,103  AK TIPS Pool 3,110  AK TIPS Poor 106,522

Energy Pool A 233 Energy Pool A 382 Energy Pooi A 28,134

Farmiand Pcol A 1,642 Famland Pool A 3,332  Farmiand Pool A (44,623)
REIT Pool A 365 REITPoolA 798  REIT Pool A 7,637

Timber Pool A 1,130  Timber Poot A 2,390  Timber Pool A (28,250)
AK Real Estale Pocl 9,011  AK Raal Estate Pool 17,443  AK Real Estate Pool (264,511)
Absolute Retum 228  Absolute Return (4,278)  Absolute Return 98,095

Cash (36,998) <Cash (10,957) Cash 432,543



If you have any questions please call me (907) 465-4399.

CcC:

Sincerely,

/7, St

Gary M. Bader
Chief Investment Officer

Gail Schubert, Chair ARMB

Jerry Burnett, Deputy Commissioner

Bob Mitchell, State Investment Officer
Steve Sikes, State Investment Officer

Ryan Bigelow, State Investment Officer
Elizabeth Walton, State Investment Officer
Pam Leary, Comptroller

James McKnight, State Compliance Officer



Alaska Retirement Management Board
P.O. Box 110405
Juneau, Alaska 99811-0405
(907) 465-3749

October 15, 2010

Ms. Jennifer Healy
State Street Corporation

Lafayette Corporate Center

2 Avenue de Lafayette — 2™ Floor

Boston, MA 02111-2900

Dear Ms. Healy:

Please make the following pool level transactions on Wednesday, October 20, 2010, to bring the Public
Employees Retirement System, Teachers Retirement System and Judicial Retirement System pension

plan allocations closer together.

AY21/AY94 |AY22/AY95 |AY23/AY96
Domestic Equity - Lg Cap -5,117,100| 5,911,400 -794,300
Domestic Equity - Sm Cap -1,296,700| 1,491,000/ -194,300
International Equities -7,272,300| 7,751,000 -478,700
International Small Cap -2,645,700| 2,568,500 77,200
Emerging Markets -1,759,900| 1,885,600 -125,700
AY77 - Dom. Fixed Inc. -5,952,000( 5,407,400 544,600
Intermediate Treasury 42,062,600 -43,297,800 1,235,200
International Fixed Income -572,400 606,600 -34,200
High Yield -14,200] _ 136,800]  -122,600
Emerging Market Debt -107,400 135,300 -27,900
Real Estate -695,500 715,500 -20,000
Real Estate Pool B -1,250,700{ 1,476,100 -225,400
Farmiand Pool A -35,900 64,500 -28,600
Energy Pool A -198,100 237,300 -39,200
Timber Pool A -2,033,800| 1,852,400 181,400
REIT Pool -4,521,200] 4,099,400 421,800
TIPS -842,500| 1,079,300 -236,800
Total Private Equity -1,419,200; 1,770,500  -351,300
Absoiute Return -799,000 986,700  -187,700
AY70 - Short Term Pool -5,629,000{ 5,122,500 406,500
Total Asset Allocation 0 0 0

If you have any questions please call me (907) 465-4399.

/ﬂzm (oo

Gary M. Bader
Chief Investment Officer

cc: Gail Schubert, Chair ARMB
Jerry Burnett, Deputy Commissioner
Bob Mitchell, State Investment Officer
Steve Sikes, State Investment Officer
Ryan Bigelow, State Investment Officer
Elizabeth Walton, State Investment Officer
Pam Leary, Comptroller
James McKnight, State Compliance Officer



Alaska Retirement Management Board
P.O. Box 110405
Juneau, Alaska 99811-0405
(907) 465-3749

October 15, 2010

Ms. Jennifer Healy

State Street Corporation
Lafayette Corporate Center

2 Avenue de Lafayette — 2™ Floor
Boston, MA 02111-2900

Dear Ms. Healy:

Please make the following pool level transactions on Wednesday, October 20, 2010, to bring PERS, TRS and JRS
pension plans and health retirement plans closer to target.

PERS Retirement Health AYW2 & AYW5 PERS Pension AY21 & AY94
Large Cap Pool 10,426,200.00 Large Cap Pool (10,426,200.00)
Smail Cap Pool 2,859,200.00 Smail Cap Pool (2,859,200.00)
International Equily Pool 10,362,400.00 Internationai Equity Pool  (10,362,400.00)
International Smell Cap (15,356,200.00) interrationa! Smati Cap 15,356,200.00
Emerging Markets Equity 2,198,500.00 Emerging Markets Equity (2,198,500.00)
Private Equity 4,188,600.00 Private Equity (4,188,600.00)
Domastic Fixed Income 11,367,200.00 Domestic Fixed Income  (11,367,200.00)
Intermediate Treasury (40,313,300.00) Intermediate Treasury 40,313,300.00
International Fixed Income 720,000.00 International Fixed Income (720,000.00)
Ermerging Markets Debt 264,200.00 Emerging Markats Debt (264,200.00)
High Yield Pool 265,500.00 High Yie!d Pool (265,500.00)
Real Estate Pool 2,668,600.00 Reai Estate Pool (2,668,600.00)
Energy Pool A 292,200.00 Energy Pool A (292,200.00)
Farmland Poo! A 789,600.00 Farmiand Pool A (789,600.00)
REIT Pool A (1,669,200.00)  RE&IT Pool A 1,559,200.00
Timber Pool A 160,900.00 Timber Pool A (160,900.00)
TIPS Pool 1,607,300.00 TIPS Pool (1,607,300.00)
Absolute Return 2,275,200.00 Absolute Retum (2,275,200.00)
Cash 6,783,100.00 Cash (6,783,100.00)
TRS Retirement Health ~ AYW3 & AYW6 TRS Pension AY22 & AY95
Large Cap Pool 3,388,800.00 Large Cap Pool (3.388,800.00)
Small Cap Pool 942,000.00 Small Cap Pool (942,000.00)
Intemetional Equity Pool 3,528,400.00 International Equity Pool (3,528,400.00)
International Smalf Cap (3.329,500.00) International Small Cap 3,329,500.00
Emerging Markets Equity 710,900.00 Emerging Markets Equity (710,900.00)
Private Equity 1,370,700.00 Private Equity (1,370,700.00)
Domestic Fixed Income 4,1589,900.00 Domestic Fixed Income (4,159,900.00)
Intermediate Treesury (15,597,600.00) Intermediate Treasury 15,597,600.00
Internstional Fixed Income 232,600.00 International Fixed Income (232,600.00)
Emerging Markets Debt 86,200.00 Emerging Markets Debt (86,200.00)
High Yield Pool 57,700.00 High Yisid Pool (57.700.00)
Real Estate Pool 1,047,700.00 Real Estate Pool (1,047,700.00)
Energy Pool A 180,500.00 Energy Pool A (180,500.00)
Farmiznd Pool A 1,398,200.00 Farmiand Pool A (1,398,200.00)
REIT Pool A 1,351,600.00 REIT Pool A (1,351,600.00)
Timber Pool A 86,200.00 Timber Pool A (86,200.00)
TIPS Pool (1,051,100.00)  7IPS Pool 1,051,100.00
Absclute Return 743,300.00 Absolute Retum (743,300.00)
Cash 693,500.00 Cash (693,500.00)
JRS Retirement Heaith  AYW4 & AYW?7 JRS Pension AY23 & AY96
Large Cap Pool 51,400.00 Large Cep Pool (51.400.00)
Smell Cap Pool 14,500.00 Smail Cap Pool (14,500.00)
International Equity Pool 52,800.00 International Equity Pool (52,800.00)
Intemationa! Small Cap (56,700.00) Intemetioral Smali Cap 56,700.00
Emerging Markets Equity 12,300.00 Emerging Markels Equity (12,300.00)
Private Equity 20,000.00 Private Equity (20,000.00)
Domestic Fixed Income 60,200.00 Domestic Fixed income (60,200.00)
Intermediate Treasury (235,100.00) Intermediate Treasury 235,100.00
Intemational Fixec Income 3,800.00 Intemationel Fixed Income (3,800.00)
Emerging Marke!s Debt 1,500.00 Emerging Mearkels Debt (1.500.00)
High Yield Poot 1,500.00 High Yield Pool (1.500.00)
Real Estate Pool 16,900.00 Real Estata Pool (16,900.00)
Farmiand Pool A (500.00)  Farmiand Pool A 500.00
RE[T Pool A 74,900.00 REIT Pool A (74,900.00)
Timber Pool A (100.00)  Timber Pool A 100.00
TIPS Pool (100,100.00) TIPS Pool 100,100.00
Absolute Return 10,700.00 Absolute Return (10,700.00)
Cash 72,000.00 Cash

(72,000.00)



If you have any questions please call me (907) 465-4399.

CC:

m erely,
M/‘V‘ ﬂ/é‘/

Gary M. Bader
Chief Investment Officer

Gail Schubert, Chair ARMB

Jerry Burnett, Deputy Commissioner

Bob Mitchell, State Investment Officer
Steve Sikes, State Investment Officer

Ryan Bigelow, State Investment Officer
Elizabeth Walton, State Investment Officer
Pam Leary, Comptroller

James McKnight, State Compliance Officer



Alaska Retirement Management

Board
P.O. Box 110405
Juneau, Alaska 99811-0405
(907) 465-3749

October 18, 2010

Ms. Jennifer Healy

State Street Corporation
Lafayette Corporate Center

2 Avenue de Lafayette — 2" Floor
Boston, MA 02111-2900

Dear Ms. Healy:

The Alaska Retirement Management Board (ARMB) requests the following changes to be
made on Monday, October 25, 2010 for the ARMB Defined Benefit Pension Plans
(AY21-AY23), the ARMB Retirement Health Funds (AYW2-AYW4) and the ARMB
Defined Contribution Plans (AY6G-AY6I, AYX2-AYX3, AYY2-AYY3). Please use a
pro-rata split between all the Pension Plans, Retirement Health Funds and Defined

Contribution Plans.

U.S. Intermediate Treasury Fund (AY1A) <$60,000,000>
MacKay Shields (AY9P) 60,000,000

If you have any questions please call our office at (907) 465-4399.

Sincerely,

/ﬂ@/ﬂ, Bt

Gary M. Bader
Chief Investment Officer

cc: Gail Schubert, ARMB Chair
Jerry Burnett, Deputy Commissioner
Pam Leary, Comptroller
James McKnight, State Compliance Officer
Ryan Bigelow, State Investment Officer
Bob Mitchell, State Investment Officer
Charles Colton, State Investment Officer
Elizabeth Walton, State Investment Officer

GMB/aes



Alaska Retirement Management Board
P.O. Box 110405
Juneau, Alaska 99811-0405
(907) 465-3749

October 26, 2010

Ms. Jennifer Healy

State Street Corporation
Lafayette Corporate Center

2 Avenue de Lafayette — 2™ Floor
Boston, MA 02111-2900

Dear Ms. Healy:

Please make the following pool level transactions on Wednesday, October 27, 2010, to bring PERS, TRS pension plans

and the DC Plans allocations closer to target.

AYEG & AYEW AYX2 & AYX4 AYY3 & AYYS
Large Cep Pool (18,732) Large Cap Pool (62,444) Large Csp Pool (49,638)
Small Cap Pool (608) Small Cap Poo! (3,435) Small Cap Pool (836)
Intemetionsl Equity Pool (61,727) internationel Equity Pool (159,834) international Equity Pool (186,221)
Intemationa! Small Cap (36,417) International Small Cap (89,360) Intemetional Smell Cap (114,117)
Emerging Markets Equity 21,275  Emerging Marke!s Equity 48,204  Emerging Markets Equity 68,058
Private Equity 21,526  Private Equity 47,534  Privata Equity 69,285
Domestic Fixed Income Domastic Fixed Income Domestic Fixed Income
Intarmediete Treasury 94,216  intermediate Treesury 219,420  intermediate Treasury 298,141
High Yield Pool 29,380  High Yield Pool 69,792  High Yield Pool 91,834
Emerging Markels Debt Pool 6,197  Emerging Merkets Debt Fool 13,685  Emerging Markats Dabt Pool 19,976
Intemational Fixed income 2,452  internstionel Fixad income 4,620 internationel Fixed Income 8,350
AK TIPS Pool 6,410 AK TIPS Pool 13,416  AK TIPS Pool 21,044
Energy Pool A 705  Energy Pool A 1,511 Energy Pool A 2,280
Farmland Pool A 3,639  Farmiand Pool A 7,761 Fermland Pool A 11,865
REIT Pool A (19,829) REIT Pool A (39,248) REIT Pooi A (79,259)
Timber Pool A 3,693  Timber Pool A 8,282  Timber Pool A 11,831
AK Reel Estate Pool 25,623  AK Real Estate Pool 55,722  AK Reel Estate Pool 82,748
Absolute Ratum 2,275  Absoluta Retum 2,234  Absolute Retum 8,816
Cash (80,078) Cash (137,860) Cesh (264,157)
AYBH & AYBX AYY2 & AYY4 AY21 & AY94
Large Cap Pool (13,209) Larga Cap Pool (37.091) Large Cap Pool 150,050.00
Smalf Cap Fool (848) Smell Cap Fool 10,404  Small Cap Pool (2,017)
International Equity Pool (29,750) Internatione! Equity Pool (496,874) intemational Equity 714,189
Intematione! Small Cep (16,401) international Small Cap (328,601) infemetione! Small Cap 443,241
Emerging Markets Equity 8,233  Emerging Markets Equity 227,366  Emerging Markats Equity Pool (279,467)
FPrivate Equity 7,889  Private Equity 241,404  Private Equity (289,351)
Domestic Fixed income Domestic Fixed Income Domastic Fixed Income
Intermediate Treasury 38,266  inlermediate Traasury 957,573  Intermediete Treasury (1,208,377)
High Yield Pool 12,251  High Yield Pool 288,743  High Yield (370,755)
Emarging Markets Debt Pool 2,286  Emerging Markets Debt Pool 69,251  Emerging Markats Debt Pool (83,170)
International Fixed Income 673  Internetionsl Fixed Income 33,825  Internetional Fixed income (36,715)
AK TIPS Pool 2,139 AK TIPS Pool 77,763 AK TIPS Pool (89,647)
Energy Pocl A 243  Energy Fool A 8,326 Energy Pool A (9,719)
Farmiand Pool A 1,259  Farmland Pool A 43,014  Farmiand Pool A (50,226)
REIT Pool A (6,821) REIT PoclA (268,112) REITPool A 306,742
Timbar Pool A 1,397  Timber Pool A 40,265  Timber Pool A (48,967)
AK Real Estate Pool 9,138  AK Real Estate Pool 294,334  AK Real Estate Pool (348,443)
Absolute Retum 4 Absolute Raturn 48,427  Absolute Return (44,140)
Cash (16,749) Cash (1,210,017} Cash 1,246,772
N B -
AY6l & AYBY AYX3 & AYX5 AY22 & AY95
Larga Cap Poo! (2,185) Lerge Cap Pool (32,195) Large Cap Pool 65,444.00
Smail Cap Pool 289  Small Cap Pool (2,069) Smail Cap Pool (880)
Intemetionel Equity Pool (18,908) Internationel Equity Pool (72,377) Internations! Equity 311,502
Intemetionel Small Cap (12,093) intemnetionel Smell Cap (39,577) International Smell Cap 193,325
Emerging Merkets Equity 8,246  Emerging Markets Equity 19,978  Emerging Markets Equity Pool (121,893)
Private Equity 8,711  Private Equity 19,206  Private Equity (126,204)
Domestic Fixed Income Domestic Fixed income Domestic Fixed Income
Intermediate Treasury 34,976  Intermediate Treesury 92,834 Intermediate Treesury (527,049)
High Yield Pool 10,645  High Yield Pool 29,820  High Yield (161,710)
Emerging Markets Debt Pool 2,500 Emerging Markets Debt Pool 5,550 Emerging Markets Debt Fool (36,275)
International Fixed Income 1,184  Intemetional Fixed income 1,624  International Fixed income (16,013)
AK TIPS Pool 2,777  AK TIPS Pool 5,198  AK TIPS Pool (39,100)
Energy Pool A 301 Energy Pool A 592  Energy Pool A (4,239)
Farmiand Pool A 1,543  Farmland Pool A 3,052  Fermiend Fool A (21,907)
REIT Pool A (10,682) REIT Pool A (16,581) REIT Pool A 133,790
Timber Pool A 1,459  Timber Pool A 3,397  Timber Pool A (21,357)
AK Real Estate Pool 10,618  AK Real Estate Pooi 22,238  AK Real Estate Pool (151,978)
Absolute Return 1,636  Absolute Retum - Absolute Retum (19,252)
Cash (41,017) Cash (40,690) Cash 543,796




If you have any questions please call me (907) 465-4399.

CC:

incerely,

Gy /577 A

Gary M. Bader
Chief Investment Officer

Gail Schubert, Chair ARMB

Jerry Burnett, Deputy Commissioner

Bob Mitchell, Manager of Fixed Income Investments

Steve Sikes, Manager of Real Assets Investments

Ryan Bigelow, Manager of Public Equity and DC Investments
Elizabeth Walton, Investment Officer Fixed Income

Pam Leary, State Comptroller

James McKnight, Senior Investment Compliance Officer



Alaska Retirement Management Board
P.O. Box 110405
Juneau, Alaska 99811-0405
(907) 465-3749

October 26, 2010

Ms. Jennifer Healy

State Street Corporation
Lafayette Corporate Center

2 Avenue de Lafayette — 2™ Floor
Boston, MA 02111-2900

Dear Ms. Healy:

Please make the following pool level transactions on Wednesday, October 27, 2010, to bring PERS, TRS and JRS
pension plans and health retirement plans closer to target.

PERS Retirement Health AYW2 & AYW5 PERS Penslon AY21 & AY94
Lerge Cap Pool 8,047,500.00 Larga Cap Pool (8,047,500.00)
Small Cap Pool 2,307,800.00 Small Cap Pool (2,307,800.00)
International Equity Pool 8,873,700.00 Intemational Equity Pool (8,873,700.00)
Intemationel Smell Cap (8.811,500.00) Internatione! Small Cep 8,811,500.00
Emerging Markets Equity 1,860,000.00 Emerging Markets Equity  (1,860,000.00)
Private Equity 3,240,200.00 Private Equity (3,240,200.00)
Domestic Fixed Income 11,100,500.00 Domestic Fixed Income (11,100,500.00)
Intermediate Treasury (41,586,500.00) Intarmediate Treasury 41,586,500.00
International Fixed Income 561,300.00 Intamationel Fixed Income (561,300.00)
Emerging Markets Dabt 302,100.00 Emerging Markets Debt (302,100.00)
High Yield Pool 7,300.00  High Yield Pool (7.300.00)
Real Estate Pool 2,816,000.00 Real Estate Pool (2,816,000.00)
Energy Pool A (317,100.00) Energy Pool A 317,100.00
Farmmland Pool A 477,300.00 Farmland Pool A (477,300.00)
REIT Pool A 1,369,100.00 REIT Pool A (1,369,100.00)
Timber Pool A 354,300.00 Timber Pool A (354,300.00)
TIPS Pool (290,900.00) TIPS Poo! 290,900.00
Absolute Return 1,756,500.00 Absolute Retum (1,756,500.00)
Cash 7.932,400.00 Cash (7.932,400.00)
TRS Retlrement Health ~ AYW3 & AYW6 TRS Penslon AY22 & AYS5
Large Cap Pool 3,080,000.00 Large Cap Pool (3,080,000.00)
Small Cap Pool 884,400.00 Smail Cap Pool (884,400.00)
Intemational Equity Pool 3,383,100.00 International Equity Pool (3,383,100.00)
International Small Cap (3,387,300.00) International Small Cap 3,387,300.00
Emerging Markets Equity 719,500.00 Emerging Merkets Equity (719,500.00)
Privete Equity 1,248,700.00 Privete Equity (1,248,700.00)
Domestic Fixed income 4,137,600.00 Domeastic Fixed Income (4,137,600.00)
Intermediate Treasury (15,790,200.00) Intermediste Treesury 15,790,200.00
International Fixed Income 216,000.00 Internationel Fixed Income (216,000.00)
Emarging Marksts Dabt (42,700.00) Emerging Markets Debt 42,700.00
High Yield Pool 172,200.00  High Yield Poo! (172,200.00)
Real Estate Pool 1,087,500.00 Real Estate Pool (1,087,500.00)
Energy Pool A 815,800.00 Energy Pool A (815,800.00)
Farmlend Pool A 1,108,500.00 Farmiand Pool A (1,108,500.00)
REIT Pool A 517,200.00 REIT Pool A (517,200.00)
Timber Pool A 137,000.00 Timber Pool A (137,000.00)
TIPS Pool (109,300.00)  71PS Pool 109,300.00
Absolute Return 674,100.00 Absolute Retum (674,100.00)
Cash 1,147,900.00 Cash (1,147,900.00)
JRS Retirement Health AYW4 & AYW7 JRS Penslon AY23 & AYS6
Lsrge Cep Pool 48,400.00 Lerge Cap Pool (48,400.00)
Small Cap Pool 14,000.00 Smell Cap Pool (14,000.00)
International Equity Pool 51,900.00 Intemations! Equity Pool (51,900.00)
Intemational Small Cep (54,600.00) Intemational Smalf Cap 54,600.00
Emerging Markets Equity 12,000.00 Emerging Markets Equity (12,000.00)
Private Equity 20,400.00 Private Equity (20,400.00)
Domestic Fixed Income 54,500.00 Domestic Fixed Income (54,500.00)
Intermediate Treasury (236,200.00) Intermediate Treasury 236,200.00
Internationel Fixed income 3,500.00 Intamationel Fixed Income (3,500.00)
Emerging Markets Debt 18,700.00 Emerging Markets Debt (18,700.00)
High Yield Pool (15,600.00)  High Yield Pool 15,600.00
Real Estate Pool 18,000.00 Real Estate Pool (18,000.00)
Energy Pool A 200.00 Energy Pool A (200.00)
Fermiand Pool A (29,600.00) Farmiand Pool A 29,600.00
REIT Pool A 7.500.00 REIT Pool A (7.500.00)
Timber Pool A 2,300.00 Timber Pool A (2,300.00)
TIPS Pool (1,600.00) TIPS Pool 1,500.00
Absolute Refurn 10,800.00 Absolute Retum (10,800.00)
Cesh 75,300.00 Cash (75,300.00)



If you have any questions please call me (907) 465-4399.

cC.

Sincerely,
i Bt
Moy E

Gary’M. Bader
Chief Investment Officer

Gail Schubert, Chair ARMB

Jerry Bumett, Deputy Commissioner

Bob Mitchell, Manager of Fixed Income Investments

Steve Sikes, Manager of Rea Assets Investments

Ryan Bigelow, Manager of Public Equity and DC Investments
Elizabeth Walton, Investment Officer Fixed Income

Pam Leary, State Comptroller

James McKnight, Senior Investment Compliance Officer



Alaska Retirement Management Board
P.O. Box 110405
Juneau, Alaska 99811-0405
(907) 465-3749

October 26, 2010

Ms. Jennifer Healy

State Street Corporation
Lafayette Corporate Center

2 Avenue de Lafayette — 2™ Floor
Boston, MA 02111-2900

Dear Ms. Healy:

Please make the following pool level transactions on Wednesday, October 27, 2010 to bring PERS, TRS
and JRS Retirement Health Plans allocations closer to target.

AYW2 & AYW5 |[AYW3 & AYW6 |AYW4 & AYW7
Domestic Equity - Lg Cap -5,290,600 5,496,100 -205,500
Domestic Equity - Sm Cap -1,335,300 1,387,700 -52,400
International Equities -6,099,000 6,241,100 -142,100
International Small Cap -2,670,100 2,638,000 32,100
Emerging Markets -1,777,300 1,816,900 -39,600
AY77 - Dom. Fixed Inc. -2,489,200 2,410,300 78,900
Intermediate Treasury 34,149,900| -34,618,200 468,300
International Fixed Income -497,000 507,600 -10,600
High Yield -135,100 142,100 -7,000
Emerging Market Debt -301,700 329,000 -27,300
Real Estate -1,591,200 1,658,900 -67,700
Farmland Pool A -73,800 80,800 -7,000
Energy Pool A 987,800 -982,600 -5,200
Timber Pool A -220,600 230,500 -9,900
REIT Pool -2,176,300 2,141,000 35,300
TIPS -2,580,800 2,502,700 78,100
Total Private Equity -1,672,100 1,759,300 -87,200
Absolute Return -935,900 982,700 -46,800
AY70 - Short Term Pool -5,291,700 5,276,100 15,600
Total Asset Allocation 0 0 0

If you have any questions please call me (907) 465-4399.

Sincerely,
sy 1. Broc

Gary M. Bader
Chief Investment Officer

cc: Gail Schubert, Chair ARMB
Jerry Burnett, Deputy Commissioner
Bob Mitchell, Manager of Fixed Income Investments
Steve Sikes, Manager of Real Assets Investments
Ryan Bigelow, Manager of Public Equity and DC Investments
Elizabeth Walton, Investment Officer Fixed Income
Pam Leary, State Comptroller
James McKnight, Senior Investment Compliance Officer



Alaska Retirement Management Board
P.O. Box 110405
Juneau, Alaska 99811-0405
(907) 465-3749

October 25, 2010

Ms. Jennifer Healy

State Street Corporation

Lafayette Corporate Center

2 Avenue de Lafayette — 2™ Floor
Boston, MA 02111-2900

Dear Ms. Healy:

Please accept this revised letter, which supersedes the previous letter sent for this
transaction on October 25, 2010.

The Alaska Retirement Management Board (ARMB) requests the following changes to
be made on Thursday, October 28, 2010:

AK Retirement Fixed Income (AY77) <$20,000,000>
Lazard Emerging Income (AY5M) $20,000,000

This transaction applies to the ARMB Defined Benefit Pension Plans (AY21-23; AY%4-
96), the ARMB Retirement Health Funds (AYW2-AYW4, AYW5-AYW?7) and the
ARMB Defined Contribution Plans (AY6G-AY6I, AY6W-AY6Y, AYX2-AYX3,
AYX4-AYXS, AYY2-AYY3, AYY4-AYYS). Please use a pro-rata split between all the
Pension Plans, Retirement Health Funds and Defined Contribution Plans.

Additionally, please wire the funds to Lazard in accordance with the following wire
instructions:

Usb

Bank of Ireland, Dublin

Swift Address BOFIIE2D

For Further Credit to: Lazard Emerging Income LTD
AIC# 49656 020

Correspondent Bank: Bank of New York, New York
ABA # 021 000 018

AIC # 8033174765

If you have any questions please call our office at (907) 465-4399.



Sincerely,

) yM /};//g Wé

Gary M. Bader
Chief Investment Officer

cc: Gail Schubert, ARMB Chair
Jerry Burnett, Deputy Commissioner
Pam Leary, State Comptroller
James McKnight, Senior Investment Compliance Officer
Ryan Bigelow, Manager of Public Equity & DC Investments
Bob Mitchell, Manager of Fixed Income Investments
Charles Colton, Investment Officer Fixed Income
Elizabeth Walton, Investment Officer Fixed Income

GMB/aes



Alaska Retirement Management

Board
P.O. Box 110405
Juneau, Alaska 99811-0405
(907) 465-3749

October 27,2010

Ms. Jennifer Healy

State Street Corporation
Lafayette Corporate Center

2 Avenue de Lafayette — 2™ Floor
Boston, MA 02111-2900

Dear Ms. Healy:

The Alaska Retirement Management Board (ARMB) requests the following changes to be made on

Thursday, November 4, 2010.
Domestic Fixed Income (AY77) <$60,000,000>
Mondrian Investment Partners (AY63) 60,000,000

These changes apply to the ARMB Defined Benefit Pension Plans (AY21-AY23), the ARMB
Retirement Health Funds (AYW2-AYW4) and the ARMB Defined Contribution Plans (AY6G-AY6],
AYX2-AYX3, AYY2-AYY3).Please use a pro-rata split between all funds.

If you have any questions please call our office at (907) 465-4399.
Sincerely,

ﬂw/ﬂ gzgmé-;

Gary M. Bader
Chief Investment Officer

¢

cc: Gail Schubert, ARMB Chair
Jerry Burnett, Deputy Commissioner
Pam Leary, State Comptroller
James McKnight, Senior Investment Compliance Officer
Ryan Bigelow, Manager of Public Equity and DC Investments
Bob Mitchell, Manager of Fixed Income Investments
Charles Colton, Investment Officer Fixed Income
Elizabeth Walton, Investment Officer Fixed Income



Alaska Retirement Management Board

Manager Watch List - December 2010

Board Actions Taken by Staff/Expected Final
Manager & Mandate Reason for Watch Approved Disposition

Coventry Real Estate Performance Yes 4/23/2009 Formal Notfication. Continue Monitoning
Crestline investors Acquisition/Personnel Yes 12/1/2009 Formal Notification. Staff monitoring
ING Investment Partners  Ownership Change Yes 4/25/08  Formal Notification. Staff Monitoring 18 months
High Yield
Lehman Real Estate Performance Yes 4/23/2008  Formal Notification Continue Monitoring
Mariner Investment Performance Yes 4/25/08  Formal Notification - Staff Monitoring/ 12/18
Absolute Return Months
McKinley Capital Int'l & Performance Yes 12/4/09  Formal Notification - Staff Monitoring 12-18
large cap months
REIT Fund Performance Yes 4/25/08  Continued Monitoring - 12/18 months
Relational Investors Performance Yes 6/12/08  Formal Notification - staff monitoring

11/4/2010 J-portfolio/common/walch listhwalch list.xls



ALASKA RETIREMENT MANAGEMENT BOARD
FINANCIAL REPORT

As of September 30, 2010



ALASKA RETIREMENT MANAGEMENT BOARD
Schedule of Investment Income and Changes in Invested Assets by Fund
For the three Months Ending September 30, 2010

% Change in

% Change due

Beginning Invested Net Contributions Invested to Investment
Assets Investment Income " (Withdrawals) Ending Invested Assets Assets Income @
Public Employees’' Retirement System (PERS)
Defined Benefit Plans;
Retirement Trust $ 5,382,478973 $ 414281423 $ (72,838,571) $ 5,723,921,825 6.34% 7.75%
Retirement Health Care Trust 3,833,176,873 307,584,051 344,975,903 4,485,736,827 17.02% 7.68%
Total Defined Benefit Plans 9,215,655,846 721,865,474 272,137,332 10,209,658,652 10.79% 7.72%
Defined Contribution Plans.
Participant Directed Retirement 96,173,414 10,957,596 10,284,290 117,415,300 22.09% 10.82%
Health Reimbursement Arrangement 30,144,861 2,478,726 3,386,739 36,010,326 19.46% 7.79%
Retiree Medical Plan 7,853,893 640,749 626,124 9,120,766 16.13% 7.85%
Defined Benefit Occupational Death and Disability:
Public Employees 3,242,936 264,879 273,471 3,781,286 16.60% 7.84%
Police and Firefighters 1,107,713 91,073 135,181 1,333,967 20.43% 7.75%
Total Defined Contribution Plans 138,522,817 14,433,023 14,705,805 167,661,645 21.04% 9.89%
Total PERS 9,354,178,663 736,298,497 286,843,137 10,377,320,297 10.94% 7.75%
Teachers' Retirement System (TRS)
Defined Benefit Plans:
Retirement Trust 2,714,697,061 208,683,324 (80,735,839) 2,842,644,546 4.71% 7.80%
Retirement Health Care Trust 1,268,139,257 98,903,926 23,331,700 1,390,374 ,883 9.64% 7.73%
Total Defined Benefit Plans 3,982,836,318 307,587,250 (57,404,139) 4,233,019,429 6.28% 7.78%
Defined Contribution Plans;
Participant Directed Retirement 45,347,535 4,996,306 831,310 51,175,151 12.85% 10.92%
Health Reimbursement Arrangement 10,387,897 832,515 453,167 11,673,579 12.38% 7.84%
Retiree Medical Plan 3,502,267 280,306 141,287 3,923,860 12.04% 7.85%
Defined Benefit Occupational Death and Disability 1,448 887 115,896 48,314 1,613,097 11.33% 7.87%
Total Defined Contribution Plans 60,686,586 6,225,023 1,474,078 68,385,687 12.69% 10.13%
Total TRS 4,043,522,904 313,812,273 (55,930,061) 4,301,405,116 6.38% 7.81%
Judicial Retirement System (JRS)
Defined Benefit Plan Retirement Trust 95,058,020 7,350,188 (1,286,623) 101,121,585 6.38% 7.7%%
Defined Benefit Retirement Health Care Trust 16,979,122 1,316,479 (14,741) 18,280,860 7.67% 7.76%
Total JRS 112,037,142 8,666,667 (1,301,364) 119,402,445 6.57% 7.78%
National Guard/Nava} Militia Retirement System (MRS)
Defined Benefit Plan Retirement Trust 29,496,764 1,950,820 623,113 32,070,697 8.73% 6.54%
Other Participant Directed Plans
Supplemental Annuity Plan 2,189,938,833 144,413,848 4,227,229 2,338,579,910 6.79% 6.59%
Deferred Compensation Plan 502,804,941 35,237,823 2,059,838 540,102,602 7.42% 6.99%
Total All Funds $ 16,231,979,247 $ 1,240,379,928 $ 236,521,892 § 17,708,881,067 9.10% 7.59%
Fl‘;‘li:cludu nicrest. dividends. lendmg, realized and hzed !

(2) Income divided by beginning assets plus half of nct contributions/(withdrawals’



Public Employees® Retirement System (PERS)
Defined Benefit Plans:

Retirement Trust
Retirement Health Care Trust
Total Defined Benefit Plans

Defined Contribution Plans:

Participant Directed Retirement

Health Reimbursement Arrangement

Retiree Medical Plan

Defined Benefit Occupational Death and Disability
Public Employees
Police and Firefighters

Total Defined Contribution Plans
Total PERS

Teachers' Retirement System (TRS)
Defined Benefit Plans:

Retirement Trust
Retirement Health Care Trust
Total Defined Benefit Plans

Defined Contribution Plans:
Participant Directed Retirement
Health Reimbursement Arrangement
Retiree Medical Plan
Defined Benefit Occupational Death and Disability
Total Defined Contribution Plans
Total TRS

Judicial Retirement System (JRS)
Defined Benefit Plan Retirement Trust

Defined Benefit Retirement Health Care Trust
Total JRS

National Guard/Naval Militia Retirement System (MRS)

Defined Benefit Plan Retirement Trust

Other Participant Directed Plans
Supplemental Annuity Plan

Deferred Compensation Plan

Total All Funds
Notes:

ALASKA RETIREMENT MANAGEMENT BOARD
Schedule of Investment Income and Changes in Invested Assets by Fund

For the Month Ended September 30, 2010

% Change in

% Change due

(1) Includes interest. dividend: lending, realized and

(2) Income divided by bcgmml;g asscts plus half of net contnbutions/(withdrawals) v

Page 2

Beginning Invested Net Contributions Ending Invested Invested to Investment

Assets Investment Income (Withdrawals) Assets Assets Income ¥
$ 5,461,067,558 $ 285,330,573 $ (22,476,306) $ 5.723,921,825 4.59% 5.24%
4,278,890.879 214,439,028 (7,593,080) 4.485,736,827 4.61% 5.02%
9,739,958,437 499,769,601 (30,069,386) 10,209,658,652 4.60% 5.14%
105,040,189 8,321,294 4,053,817 117,415,300 10.54% 7.77%
33,025,245 1,699,122 1,285,959 36,010,326 8.29% 5.05%
8,484,961 437,595 198,210 9,120,766 6.97% 5.10%
3,500,249 180,845 100,192 3,781,286 7.43% 5.09%
1,227,408 62,618 43,941 1,333,967 7.99% 5.01%
151,278,052 10,701,474 5,682,119 167,661,645 9.77% 6.94%
9,891,236,489 510,471,075 (24,387,267) 10,377,320,297 4.68% 5.17%
2,725,785,933 143,461,345 (26,602,732) 2,842,644,546 4.11% 5.29%
1,330,601,325 68,383,419 (8,609.861) 1,390,374 ,883 4.30% 5.16%
4,056,387.258 211,844,764 (35,212,593) 4,233,019.429 4.17% 525%
46,910,755 3,689,584 574,812 51,175,151 8.33% 7.82%
10,935,043 566,137 172,399 11,673,579 6.33% 5.14%
3,694,005 190,778 39,077 3,923,860 5.86% 5.14%
1,518,315 78,695 16,087 1,613,097 5.88% 5.16%
63,058,118 4,525,194 802,375 68,385,687 7.79% 7.13%
4,119,445,376 216,369,958 (34,410,218) 4,301,405,116 423% 5.27%
96.441,677 5,082,427 (402,519) 101,121,585 4.63% 5.28%
17,382,406 907,901 (9,447) 18,280,860 491% 522%
113,824,083 5,990,328 (411,966) 119,402,445 4.67% 527%
30,990,163 1,204,774 (124,240) 32,070,697 337% 3.90%
2,241,276,180 93,734,135 3,569,595 2,338,579,910 4.16% 4.18%
515,441,412 24,971,279 (310,089) 540,102,602 457% 4.85%
$ 16,912,213,703 $ 852,741,549 $ (56,074,185) $ 17,708,881,067 4.50% 5.05%



PUBLIC EMPLOYEES' RETIREMENT TRUST FUND
As of September 30, 2010

Total Invested Assets Investment Income —e—F¥11 |
$ (million) By Month with Prior Year ——FY1 Cumulative By Month with Prior Year | ---s---Fvi1o |
= FY10 $ (mililon)
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PUBLIC EMPLOYEES' RETIREE HEALTH CARE TRUST FUND

As of September 30, 2010
Total Invested Assets ——— Investment Income ——F¥1
$ (miltion) By Month | mmemFY10 $ (million) Cumulative By Month -=-e---FY10
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TEACHERS' RETIREMENT TRUST FUND
As of September 30, 2010

Total Invested Assets [[——F Investment Income E———
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TEACHERS' RETIREE HEALTH CARE TRUST FUND
As of September 30, 2010
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JUDICIAL RETIREMENT TRUST FUND
As of September 30, 2010
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JUDICIAL RETIREE HEALTH CARE TRUST FUND
As of September 30, 2010
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$ (miliion) Cumulative By Month
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2
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20%
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5.01% 9.26%
» J
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l

#Policy =Actual|

Cash
0-6%

Fixed
income
16-22%

Domestic  Global Equity ~Absolute
Equity 19-27% Retumn
23-35% 1-9%

Private Equity Real Assets
2-12% 8-24%
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Invested Assets
By Major Asset Class

29.94%

e

24.58%

5.01%

9.26%

16.06%

0.37% 14.28%

QCash 0-6% @Fixed Income 16-22% ODomestic Equity 23-35%

@Global Equity 19-27% @Absolute Return 1-9% @Private Equity 2-12%

@Real Assets  8-24%



MILITARY RETIREMENT TRUST FUND

As of September 30, 2010
Total Invested Assets Cumu Itpve:tmentthln%:g‘? v C——Fv11 |
By Month with Prior Year vt $ (million) umuiative By Wonth with Prior Year erery
$ (miltion) | ---e-=FY10 5
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; ; Invested Assets
80% Actual Asset Allocation v. Target AIIocatfon By Major Asset Class
70% + 54.68% | ®Policy =Actual
60% { 54.68%
50% ] |
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27.34%
30% +
16.31%
20%
10% 1.67%. i. 27.34%
A .
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0-4% A1-67% 22-32% 10-20% mCash 0-4% BDom Fixed Income 4767%
mDomestic Equity 22.32% Binterational Equity 10-20%

Page 9



ALASKA RETIREMENT MANAGEMENT BOARD
Reporting of Funds by Manager

All Non-Participant Directed Plans



AY

70

1A

77

63

9N
Sp

M

Cash
Short-Term Fixed Income Pool
Total Cash
Fixed Income
US Treasury Fixed Income

Internal Fixed Income Investment Pool

International Fixed Income Pool

Mondrian Investment Partners

High Yield Pool
Rogge Global Partners Inc
MacKay Shields, LLC
Total High Yield

Emerging Debt Pool
Lazard Emerging Income
Total Fixed Income
(cont)

Alaska Retirement Management Board
All Non-Participant Directed Plans by Manager
Schedule of investment Income and Changes in Invested Assets
For the Month Ended September 30, 2010

Beginning Total Net Contributions Ending

Invested Investment (Withdrawals) & Invested % increase

Assets Income Transfers In (Out) Assets (decrease)
295,403,554 § 77,178 $ (151,506,198) $ 143,974,534 -51.26%
295,403,554 77,178 (151,506,198) 143,974,534 -51.26%
1,324,399,249 3,161,975 (77,938,289) 1,249,622,935 -5.65%
679,067,463 950,708 (185,000,000) 495,018,171 -27.10%
243,722,304 8,381,520 - 252,103,824 3.44%
165,246,291 4,123,352 (30,000,000) 139,369,643 -15.66%
174,968,510 2,236,427 - 177,204,937 1.28%
340,214,801 6,359,779 (30,000,000) 316,574,580 -6.95%
103,597,350 1,567,593 - 105,164,943 1.51%
2,691,001,167 20,421,575 (292,938,289) 2,418,484,453 -10.13%
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4N
4P

4D
4F
4G
6A
4H

4L
4M
4R

39
47
48
4U
av
38
6B
4

Domestic Equities
Small Cap Pool
Passively Managed
SSgA Russell 2000 Growth
SSgA Russell 2000 Value
Total Passive
Actively Managed
Turner Investment Partners
Luther King Capital Management
Jennison Associates, LLC
SSgA Futures Small Cap
Lord Abbett & Co.
Total Active
Total Small Cap

Large Cap Pool
Passively Managed
SSgA Russell 1000 Growth
SSgA Russell 1000 Value
SSgA Russell 200
Total Passive
Actively Managed
Cap Guardian Trust Co
Lazard Freres
McKinley Capital Mgmt.
Barrow, Haney, Mewhinney & Strauss
Quantitative Management Assoc
RCM
SSgA Futures large cap
Relational Investors, LLC
Total Active
Total Large Cap
(cont.)

Alaska Retirement Management Board
All Non-Participant Directed Plans by Manager
Schedule of Investment Income and Changes in Invested Assets
For the Month Ended September 30, 2010

Beginning Total Net Contributions Ending

Invested Investment (Withdrawals) & Invested % increase

Assets Income Transfers In (Out) Assets (decrease)
76,652,110 10,818,744 - 87,470,854 14.11%
367,295,581 39,300,709 - 406,596,290 10.70%
443,947,691 50,119,453 - 494,067,144 11.29%
87,251,935 11,399,837 - 98,651,772 13.07%
114,928,028 13,862,506 - 128,790,534 12.06%
3,556,686 927,973 - 4,484,659 26.09%
127,790,135 15,745,398 - 143,535,533 12.32%
333,526,784 41,935,714 - 375,462,498 12.57%
777,474,475 92,055,167 - 869,529,642 11.84%
407,879,111 43,360,036 - 451,239,147 10.63%
966,594,300 74,827,514 - 1,041,421,814 7.74%
303,063,461 25,995,915 - 329,059,376 8.58%
1,677,536,872 144,183,465 - 1,821,720,337 8.59%
10,107 - - 10,107 0.00%
275,525,828 25,532,930 - 301,058,758 9.27%
313,740,025 32,420,975 - 346,161,000 10.33%
110,256,687 10,589,758 - 120,846,445 9.60%
108,510,190 9,472,531 - 117,982,721 8.73%
340,690,182 38,755,013 - 379,445,195 11.38%
3,986,286 1,371,382 - 5,357,668 34.40%
260,795,521 18,855,112 4,000,000 283,650,633 8.76%
1,413,514,826 136,997,701 4,000,000 1,554,512,527 9.97%
3,091,051,698 281,181,166 4,000,000 3,376,232,864 9.23%
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Alaska Retirement Management Board
All Non-Participant Directed Plans by Manager
Schedule of Investment Income and Changes in Invested Assets
For the Month Ended September 30, 2010

Beginning Total Net Contributions Ending
Invested Investment (Withdrawals) & Invested % increase
Assets Income Transfers In (Out) Assets (decrease)
Convertible Bond Pool
52 Advent Capital 54,947,748 2,230,102 15,000,000 72,177,850 31.36%
Total Convertible Bond Pool 54,947,748 2,230,102 15,000,000 72,177,850 31.36%
Total Domestic Equity 3,923,473,921 375,466,435 19,000,000 4,317,940,356 10.05%
Global Equities Ex US
Small Cap Pool
5B Mondnan Investment Partners - 1,741,266 100,000,000 101,741,266 100.00%
5D Schroder Investment Management - 5,955,034 100,000,000 105,955,034 100.00%
Total Small Cap 7,696,300 200,000,000 207,696,300 100.00%
Large Cap Pool
65 Brandes Investment Partners 769,916,543 68,201,616 - 838,118,159 8.86%
58 Lazard Freres 302,456,599 28,000,006 90,000,000 420,456,605 39.01%
67 Cap Guardian Trust Co 517,487,408 50,606,963 - 568,094,371 9.78%
68 State Street Global Advisors 253,121,467 25,519,964 - 278,641,431 10.08%
6D SSgA Futures International 118,439 34 - 118,473 0.03%
69 McKinley Capital Management 297,863,355 32,994,568 - 330,857,923 11.08%
Total Large Cap 2,140,963,811 205,323,151 90,000,000 2,436,286,962 13.79%
Emerging Markets Equity Pool A
6P Lazard Asset Management 260,396,039 29,923,139 - 290,319,178 11.49%
6Q Eaton Vance 191,149,248 19,759,563 - 210,908,811 10.34%
62 The Capital Group Inc 384,454,742 40,001,071 - 424,455,813 10.40%
Total Emerging Markets Pool A 836,000,029 89,683,773 - 925,683,802 10.73%
Total Global Equities 2,976,963,840 302,703,224 290,000,000 3,569,667,064 19.91%
Private Equity Pool
7Z Merit Capital Partners - - 1,469,388 1,469,388 100.00%
98 Pathway Capital Management LLC 601,938,311 5,304,395 8,639,869 615,882,575 2.32%
85 Abbott Capital 637,644,479 (8,761,101) (3,026,726) 625,856,652 -1.85%
8A Blum Capital Partners-Strategic 22,569,104 ) (2,530,747) 20,038,352 -11.21%
8P Lexington Partners 3,519,571 (1) 7,622,570 11,142,134 216.58%
8Q Onex Partnership III 1,131,424 @) 4,909,205 6,040,625 433.90%
8w Warburg Pincus X 14,661,440 7 600,000 15,261,447 4.09%
8X Angelo, Gordon & Co 28,595,190 - - 28,595,190 0.00%
Total Private Equity 1,310,059,519 (3,456,715) 17,683,559 1,324,286,363 1.09%
(cont.)
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Absolute Return Pool ®

Global Asset Management (USA) Inc.
Prisma Capital Partners

Mariner Investment Group, Inc.
Cadogan Management LLC

Crestline Investors, Inc.

Total Absolute Return Investments

Real Assets
Farmland Pool A

UBS Agnivest, LLC
Hancock Agricultural Investment Group
Total Farmland Pool A

Farmland Water Pool

Hancock Water PPTY
UBS Argivest, LLC
Total Farmland Water Pool

Timber Pool A

Timberland INVT Resource LLC
Hancock Natural Resourse Group
Total Timber Pool A

Energy Pool A

TCW Energy Fund XD
TCW Energy Fund XIV-A
Total Energy Pool A

Alaska Retirement Management Board
All Non-Participant Directed Plans by Manager
Schedule of Investment Income and Changes in Invested Assets
For the Month Ended September 30, 2010

REIT Pool
REIT Holdings

Treasury Inflation Proof Securities

TIPS Internally Managed Account
(cont))

Beginning Total Net Contributions Ending
Invested Investment (Withdrawals) & Invested % increase
Assets Income Transfers In (Out) Assets (decrease)

99,964,100 682,267 15,000,000 115,646,367 15.69%
74,730,000 510,074 41,000,000 116,240,074 55.55%
239,602,018 210,202 - 239,812,220 0.09%
16,028,213 (63,237) (3,600,000) 12,364,976 -22.85%
232,349,651 544,251 - 232,893,902 0.23%
662,673,982 1,883,557 52,400,000 716,957,539 8.19%
314,002,291 (45) 225,360 314,227,606 0.07%
165,220,327 1,822,363 510,000 167,552,690 1.41%
479,222,618 1,822,318 735,360 481,780,296 0.53%
6,756,797 85,373 - 6,842,170 1.26%
17,080,377 (5) (1,100,000) 15,980,372 -6.44%
23,837,174 85,368 (1,100,000) 22,822,542 -4.26%
111,949,665 - - 111,949,665 0.00%
47,004,432 (252,126) (370,000) 46,382,306 -1.32%
158,954,097 (252,126) (370,000) 158,331,971 -0.39%
21,592,649 130,154 - 21,722,803 0.60%
62,275,233 419,281 2,500,000 65,194,514 4.69%
83,867,882 549,435 2,500,000 86,917,317 3.64%
106,216,489 4,759,484 - 110,975,973 4.48%
181,957,842 1,173,016 - 183,130,858 0.64%
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7X
78

v
TW
8R
8s

8U
8V

Notes

Real Estate
Core Commingled Accounts

JP Morgan
UBS Trumbull Property Fund
Total Core Commingled

Core Separate Accounts

Cornerstone Real Estate Advisers Inc.
LaSalle Investment Management
Sentinel Separate Account
UBS Realty

Total Core Separate

Non-Core Commingled Accounts

Lowe Hospitality Partners
ING Clarion Development Ventures II
Lehman Brothers Real Estate Partners I
Rothschild Five Arrows Realty Securities IV
Tishman Speyer Real Estate Venture VI
Tishman Speyer Real Estate Venture VII
Rothschild Five Arrows Realty SecuritiesV
ING Clarion Development Ventures III
Lehman Brothers Real estate Partners II1
BlackRock Diamond Property Fund
Colony Investors VIII, L.P.
LaSalle Medical Office Fund II
Cornerstone Apartment Venture I11
Total Non-Core Commingled
Total Real Estate
Total Real Assets

Totals

Alaska Retirement Management Board
All Non-Participant Directed Plans by Manager
Schedule of Investment Income and Changes in Invested Assets
For the Month Ended September 30, 2010

Beginning Total Net Contributions Ending

Invested Investment (Withdrawals) & Invested % increase

Assets Income Transfers In (Out) Assets (decrease)
149,803,231 3,021,483 - 152,824,714 2.02%
63,157,725 - - 63,157,725 0.00%
212,960,956 3,021,483 - 215,982,439 1.42%
149,043,479 (32) (379,862) 148,663,585 -0.25%
162,792,339 3,506,693 (511,131) 165,787,901 1.84%
90,991,001 9 (366,703) 90,624,289 -0.40%
213,786,393 6,452,662 (1,497,629) 218,741,426 2.32%
616,613,212 9,959,314 (2,755,325) 623,817,201 1.17%
1,813,104 1,491,440 - 3,304,544 82.26%
17,655,777 - - 17,655,777 0.00%
74,743,833 314,475 - 75,058,308 0.42%
46,760,862 - - 46,760,862 0.00%
34,938,924 2,233,975 - 37,172,899 6.39%
3,504,897 4 (452,482) 3,052,419 -1291%
6,948,893 3 402,166 7,351,062 5.79%
9,327,648 (170,006) - 9,157,642 -1.82%
9,828,675 (343,423) - 9,485,252 -3.49%
16,976,387 907,683 - 17,884,070 5.35%
24,864,900 (623,450) - 24,241,450 -2.51%
15,242,584 - - 15,242,584 0.00%
17,732,430 1,010 2,438,889 20,172,329 13.76%
280,338,914 3,811,711 2,388,573 286,539,198 2.21%
1,109,913,082 16,792,508 (366,752) 1,126,338,838 1.48%
2,143,969,184 24,930,003 1,398,608 2,170,297,795 1.23%
$ 14,003,545,167 § 722,025,257 $ (63,962,320) $ 14,661,608,104 4.70%

(1) Investment is represented by shares in (or as a percentage of) commingled equity investments which, at any given time, may be a combination of securities and cash
(2) Investment is represented by shares in various hedge funds.
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Supplemental Annuity Plan
Schedule of Investment Income and Changes in Invested Assets
for the Month Ended
September 30, 2010

Beginning Invested Investment Net Contributions Transfers Ending Invested
Interim Transit Account Assets Income (Withdrawals) in (out) Assets
Treasury Division
Cash and Cash Equivalents 7237242 $ 687 326,701 $ - $ 7,564,630
Participant Options ®
T. Rowe Price
Stable Value Fund 286,961,810 862,642 157,101 4,421,180 292,402,733
Small-Cap Stock Fund 50,507,954 6,090,262 220,217 (46,650) 56,771,783
Alaska Balanced Fund 1,009,445,575 33,596,865 (1,417,278) (691.456) 1,040,933,706
Long Term Balanced Fund 257,592,685 14,743,230 3,074,301 (43,850) 275,366,366
Target 2010 Fund 29,817,656 73,326 (105,537) (850,388) 28,935,057
AK Target Date 2010 Trust 2,495,134 142,208 10,988 587,241 3,235,571
AK Target Date 2015 Trust 74,720,457 4,489,398 111,519 531,928 79,853,302
AK Target Date 2020 Trust 25.727,658 1,742,091 151,845 414,223 28,035,817
AK Target Date 2025 Trust 11,052,610 823,479 126,348 149,289 12,151,726
AK Target Date 2030 Trust 2,138,373 173,819 116,820 9,429 2,438,441
AK Target Date 2035 Trust 2,776,246 237,728 109,558 (10,690) 3,112,842
AK Target Date 2040 Trust 2,362,542 205,223 158,548 28,346 2,754,659
AK Target Date 2045 Trust 1,414,954 126,642 163,946 123,406 1,828,948
AK Target Date 2050 Trust 1,370,560 120,890 183,997 (1,014) 1,674,433
AK Target Date 2055 Trust 846,562 78,377 92,928 10,266 1,028,133
1,759.230,776 63,506,180 3,155,301 4,631,260 1,830,523,517
State Street Global Advisors
State Street Treasury Money Market Fund - Inst. 13,812,204 356 (788,879) 902,400 13,926,081
S&P 500 Stock Index Fund Series A 191,346,663 16,961,724 342,547 (3,177,521) 205,473,413
Russell 3000 Index 6,272,442 595,979 49,164 27,711 6,945,296
US Real Estate Investment Trust Index 17,660,940 763,969 89,435 264,711 18,779,055
World Equity Ex-US Index 9,288,717 904,409 36,883 (87,946) 10,142,063
Long US Treasury Bond Index 15,913,718 (310,316) 13,498 (2,459,990) 13,156,910
US Treasury Inflation Protected Securities Index 13,787,942 79,034 22,753 140,008 14,029,737
World Government Bond Ex-US Index 3,696,617 131,262 13,630 81,170 3,922,679
Global Balanced Fund 47.446,172 2,903,178 25,440 (184,946) 50,189,844
319,225,415 22,029,595 (195,529) (4,494,403) 336,565,078
Barclays Global Advisors
Government Bond Fund 49,120,971 134,840 106,487 814,789 50,177,087
Intermediate Bond Fund 14,659,685 37,882 (66.489) (240,171) 14,390,907
63,780,656 172,722 39,998 574,618 64,567,994
Brandes Institutional
International Equity Fund Fee 69,080,998 5,829,375 275,458 (470,705) 74,715,126
RCM
Sustainable Opportunities Fund 22,721,093 2,195,576 (32,363) (240,741) 24,643,565
Total Externally Managed Funds 2,234,038,938 93,733,448 3,242,865 29 2,331,015,280
Total All Funds 2,241,276,180 $ 93,734,135 3,569,566 $ 29 § 2,338,579,910
Notes.

(1) Represents net contributions 1n transit to/from the record keeper
(2) Source data provided by the record keeper, Great West Life.



Supplemern

.nuity Plan

Schedule of Invested Assets with

Schedule of I t I and Ch in Invested Assets
By Month Through the Month Ended
September 30, 2010
$ (Thousands)
July August ptemb

Invested Assets (At Fair Value)
Investments with Treasury Division

Cash and cash equivalents $ 8600 §$ 7237 8 7,565
Investments with T. Rowe Price

Stable Value Fund 283,711 286,962 292,402

Small-Cap Stock Fund 56,604 50,508 56,772

Alaska Balanced Fund 1,021,978 1,009,446 1,040,934

Long Term Balanced Fund 260,317 257,593 275,366

Target 2010 Fund 29,828 29,818 28,935

AK Target Date 2010 Trust 2,391 2,495 3236

AK Target Date 2015 Trust 76,971 74,720 79,853

AK Target Date 2020 Trust 26,587 25,728 28,036

AK Target Date 2025 Trust 11,206 11,053 12,152

AK Target Date 2030 Trust 2,157 2,138 2,438

AK Target Date 2035 Trust 2,754 2,776 3,113

AK Target Date 2040 Trust 2,430 2,363 2,755

AK Target Date 2045 Trust 1,291 1.415 1,829

AK Target Date 2050 Trust 1,264 1,371 1,674

AK Target Date 2055 Trust 627 847 1,028
Investments with State Street Global Advisors

State Street Treasury Money Market Fund - Inst. 14,076 13,812 13,926

S&P 500 Stock Index Fund Senies A 200,659 191,347 205,473

Russell 3000 Index 6,703 6,272 6,945

US Real Estate Investment Trust Index 18,422 17,661 18,779

World Equity Ex-US Index 9,524 9,289 10,142

Long US Treasury Bond Index 12,373 15,914 13,157

US Treasury Inflation Protected Securities Index 13,401 13,788 14,030

World Govt Bond Ex 3,248 3,697 3,923

Global Balanced Fund 48,362 47,446 50,190
Investments with Barclays Global Investors

Government Bond Fund 47,268 49,121 50,177

Intermediate Bond Fund 14,065 14,660 14,391
Investments with Brandes Investment Partners

Intemational Equity Fund Fee 72,916 69,081 74,715
Investments with RCM

Sustainable Opportunities Fund 24,096 22,721 24,644

Total Invested Assets S 2,273,829 s 2,241,276 $§ 2,338,580
Change in Invested Assets

Beginning Assets $ 2189939 § 2273829 § 2,241.276

Investment Eamnings 83,974 (33,295) 93,734

Net Contributions (Withdrawals) (84) 742 3,570

Ending Invested Assets S 2,273,829 § 2,241,276 $§ 2,338,580
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ALASKA RETIREMENT MANAGEMENT BOARD

Deferred Compensation Plan
Schedule of Invested Assets and Changes in Invested Assets

Source data provided by the record keeper, Great West Life.

for the Month Ended
September 30, 2010
Beginning Ending
Invested Investment Net Contributions Transfers Invested
Assets Income (Withdrawals) in (out) Assets
Participant Options
T. Rowe Price
Interest Income Fund 164,289,308 § 513,256 § (167,137) § 1,347,197 § 165,982,624
Small Cap Stock Fund 50,185,297 6,010,687 (59,462) (669,588) 55,466,934
Long Term Balanced Fund 28,916,492 1,648,570 51,936 (84,267) 30,532,731
Alaska Balanced Trust 3,701,471 124,825 107,381 54,653 3,988,330
AK Target Date 2010 Trust 1,081,728 60,062 (11,563) 143,228 1,273,455
AK Target Date 2015 Trust 1,386,578 87,022 40,231 211,134 1,724,965
AK Target Date 2020 Trust 1,161,047 78.168 21.054 69,815 1,330,084
AK Target Date 2025 Trust 705,121 52,942 14,607 88,666 861,336
AK Target Date 2030 Trust 413,387 32,422 9,799 (21,000) 434,608
AK Target Date 2035 Trust 457,771 38,841 7,475 1,128 505,215
AK Target Date 2040 Trust 175,169 13,966 7,011 104,581 300,727
AK Target Date 2045 Trust 93,503 7,958 3,016 (102) 104,375
AK Target Date 2050 Trust 92,684 7,864 1,637 - 102,185
AK Target Date 2055 Trust 644,651 53,823 705 (9,143) 690,036
Total Investments with T. Rowe Price 253,304,207 8,730,406 26,690 1,236,302 263,297,605
State Street Global Advisors
State Street Treasury Money Market Fund - Inst. 5,641,355 148 (196,599) 538,513 5,983,417
Russell 3000 Index 2,077,464 199,053 16,407 202,775 2,495,699
US Real Estate Investment Trust Index 5,217,450 222,399 25,002 282,061 5,746,912
World Equity Ex-US Index 3,522,982 346,594 (80,916) 59,340 3,848,000
Long US Treasury Bond Index 3,528,070 (74,724) 16,170 (853,604) 2,615,912
US Treasury Inflation Protected Securities Index 6,108,478 35,619 15,004 (11,315) 6,147,786
World Government Bond Ex-US Index 1,350,172 46,320 3,433 8,711) 1,391,214
Global Balanced Fund 33,788,639 2,068,096 61,381 (106,284) 35,811,832
Total Investments with SSGA 61,234,610 2,843,505 (140,118) 102,775 ,040,
Barclays Global Investors
S&P 500 Index Fund 102,540,154 9,105,517 21,805 (1,167,250) 110,500,226
Government/Credit Bond Fund 32,351,542 84,946 (100,266) 149,008 32,485,230
Intermediate Bond Fund 17,954,331 45,114 (137,582) (114,588) 17,747,275
Total Investments with Barclays Global Investors ,846, 9,235,577 (216,043) (1,132,830) 160,732,731
Brandes Institutional
International Equity Fund Fee 40,357,148 3,412,703 (27,341) (207,776) 43,534,734
RCM
Sustainable Core Opportunities Fund 7,699,420 749,089 46,722 1,529 8,496,760
Total All Funds 515,441,412 § 24,971,280 § (310,090) $ - 8 540,102,602
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ALASKA RETIREMENT MANA. .ENT BOARD
Deferred Compensation Plan
Schedule of Invested Assets with

Schedule of Inv t I and Changes in Invested Assets
By Month Through the Month Ended
September 30, 2010
$ (Thousands)
July August Septemb

Invested Assets (at fair value)
Investments with T. Rowe Price
Interest Income Fund

Cash and cash equivalents $ 9218 § 10,797 $ 12,555
Synthetic Investment Contracts 152,713 153,492 153,428
Small Cap Stock Fund 54,781 50,185 55,467
Long Term Balanced Fund 29,257 28917 30,533
Alaska Balanced Trust 3426 3,701 3,988
AK Target Date 2010 Trust 1274 1,082 1273
AK Target Date 2015 Trust 1383 1,387 1,725
AK Target Date 2020 Trust 1,332 1,161 1,330
AK Target Date 2025 Trust 649 705 861
AK Target Date 2030 Trust 405 413 435
AK Target Date 2035 Trust 478 458 505
AK Target Date 2040 Trust 164 175 301
AK Target Date 2045 Trust 90 94 104
AK Target Date 2050 Trust 92 93 102
AK Target Date 2055 Trust 666 645 690
State Street Global Advisors
State Street Treasury Money Market Fund - Inst 5.460 5,641 5,983
Russell 3000 Index 2,201 2,077 2,496
US Real Estate Investment Trust Index 5,748 5217 5,747
World Equity Ex-US Index 3,597 3,523 3,848
Long US Treasury Bond Index 2,901 3,528 2,616
US Treasury Inflation Protected Securities Inde: 5,826 6,109 6,148
World Government Bond Ex-US Index 1,157 1,350 1,391
Global Balanced Fund 34,105 33,789 35,812
Investments with Barclays Global Investors
S&P 500 Index Fund 107,770 102,540 110,500
Government/Credit Bond Fund 31,515 32,352 32,485
Intermediate Bond Fund 17,567 17,954 17,747
Investments with Brandes Institutional
International Equity Fund Fee 41,695 40,357 43,536
Investments with RCM
Sustainable Opportunities Fund 8.064 7,699 8.497
Total Invested Assets s 523,534 § 515,441 § 540,103
Change in Invested Assets
Beginning Assets $ 502,805 $ 523,534 § 515441
Investment Earnings 20,548 (10,281) 24,972
Net Contributions (Withdrawals) 181 2,188 (310)
Ending Invested Assets H 523,534 $ 515441 § 540,103

Source data provided by the record keeper, Great West Life
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Interim Transit Account
Treasury Division
Cash and Cash Equivalents
Participant Options ®
T. Rowe Price
Alaska Money Market
Small-Cap Stock Fund
Long Term Balanced Fund
Alaska Balanced Fund
AK Target Date 2010 Trust
AK Target Date 2015 Trust
AK Target Date 2020 Trust
AK Target Date 2025 Trust
AK Target Date 2030 Trust
AK Target Date 2035 Trust
AK Target Date 2040 Trust
AK Target Date 2045 Trust
AK Target Date 2050 Trust
AK Target Date 2055 Trust

State Street Global Advisors
Money Market
S&P 500 Stock Index Fund Series A
Russell 3000 Index
US Real Estate Investment Trust Index
World Equity Ex-US Index
Long US Treasury Bond Index
US Treasury Inflation Protected Sec Index
World Government Bond Ex-US Index
Global Balanced Fund

Barclays
Government Bond Fund
Intermediate Bond Fund

Brandes Institutional
International Equity Fund Fee
RCM
Sustainable Opportunities Fund
Total Externally Managed Funds

Total All Funds

Notes:

(1) Represents net contributions in transit to/from the record keeper
(2) Source dala provided by the record keeper, Greal West Life

ALASKA RETIREMENT MANAGEMENT BOARD
Defined Contribution Retirement - Participant Directed PERS
Schedule of Investment Income and Changes in Invested Assets

for the Month Ended
September 30, 2010
Beginning Invested Investment Net Contributions Transfers Ending Invested
Assets Income {Withdrawals) in (out) Assets
315452 319 268,900 - 584.671
4,327,362 1,058 79,712 67,758 4,475,890
1,099,293 133,056 34,972 (10,194) 1,257,127
7.684.413 443,118 117,770 116,767 8,362,068
180,172 6,111 8,094 - 194,377
110,622 5,861 12,959 - 129 442
494,484 30,827 67,026 - 592,337
768,466 53,753 90,870 (234) 912,855
977.900 75,214 123,686 - 1,176,800
1,075,205 88,960 145,814 - 1,309,979
1,087,337 95,589 150,319 - 1,333,245
1,933,063 169,350 230,060 10,964 2,343,437
1,588,976 140,681 247,828 (1.261) 1,976,224
1,810,161 160,288 284,434 - 2,254,883
459,400 41,102 85,171 - 585,673
23,596,854 1,444,968 1,678,715 183,800 26,904,337
152,272 4 7,812 16,730 176818
22,494,603 2,025,811 601,054 23,515 25,144,983
138,576 12,894 5,799 (2,355) 154,914
222,619 9,489 8,085 25,533 265,726
170,493 16,775 (690) 1,268 187,846
217,310 5,171 5,394 (62,180) 155,353
111,275 915 5,032 27,170 144392
61,184 2,293 2,415 4,392 70,284
2,489,048 154,675 48,161 38,118 2,730,002
26,057,380 2,217,685 683,062 72,191 29,030.318
3,758,636 10,743 69,453 42,108 3,880,940
211,547 585 7,349 42 219,523
3,970,183 11,328 76,802 42,150 4,100,463
28,544,079 2,431,665 728,074 (352,240) 31,351,578
22,556,241 2,215,329 618,264 54,099 25,443,933
104,724,737 8,320,975 3,784,917 - 116,830,629
105,040,189 8,321,294 4,053,817 - 117,415,300




ALASKA RETIREMET

\NAGEMENT BOARD

Defined Contribution Retiren.....- Participant Directed PERS

Schedule of Invested Assets with

Schedule of Investment Income and Changes in Invested Assets

By Month Through the Month Ended

September 30, 2010
$ (Thousands)
July August September
Invested Assets (At Fair Value)
Investments with Treasury Division
Cash and cash equivalents $ 438 $ 315 § 585
Investments with T. Rowe Price
Alaska Money Market 4,138 4,327 4,476
Small-Cap Stock Fund 1,150 1,099 1,257
Long Term Balanced Fund 7,602 7,684 8,362
Alaska Balanced Fund 172 180 194
AK Target Date 2010 Trust 102 111 129
AK Target Date 2015 Trust 454 494 592
AK Target Date 2020 Trust 709 768 913
AK Target Date 2025 Trust 927 978 1,177
AK Target Date 2030 Trust 1,002 1,075 1,310
AK Target Date 2035 Trust 1,012 1.087 1.333
AK Target Date 2040 Trust 1,812 1,933 2343
AK Target Date 2045 Trust 1,454 1,589 1.976
AK Target Date 2050 Trust 1,639 1,810 2,255
AK Target Date 2055 Trust 384 459 586
Investments with State Street Global Advisors
Money Market 173 152 177
S&P 500 Stock Index Fund Series A 22,958 22,495 25,145
Russell 3000 Index 140 139 155
US Real Estate Investment Trust Index 174 223 266
World Equity Ex-US Index 167 170 188
Long US Treasury Bond Index 162 217 155
US Treasury Inflation Protected Sec Index 106 111 144
World Govenment Bond Ex-US Index 103 61 70
Global Balanced Fund 2,485 2,489 2,730
Investments with Barclays
Government Bond Fund 3,668 3,759 3,881
Intermediate Bond Fund 215 212 220
Investments with Brandes Investment Partners
International Equity Fund Fee 29,365 28,544 31.352
Investments with RCM
Sustainable Opportunities Fund 23,131 22,556 25,444
Total Invested Assets N 105,842 N 105,040 s 117,415
Change in Invested Assets
Beginning Assets $ 96,173 $ 105,842 $ 105,040
Investment Eamnings 6,556 (3.919) 8321
Net Contributions (Withdrawals) 3,113 3,117 4,054
Ending Invested Assets s 105,842 s 105,040 s 117,415
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Interim Transit Account
Treasury Division ®
Cash and Cash Equivalents
Participant Options @
T. Rowe Price
Alaska Money Market
Small-Cap Stock Fund
Long Term Balanced Fund
Alaska Balanced Fund
AK Target Date 2010 Trust
AK Target Date 2015 Trust
AK Target Date 2020 Trust
AK Target Date 2025 Trust
AK Target Date 2030 Trust
AK Target Date 2035 Trust
AK Target Date 2040 Trust
AK Target Date 2045 Trust
AK Target Date 2050 Trust
AK Target Date 2055 Trust

State Street Global Advisers
Money Market

S&P 500 Stock Index Fund Series A

Russell 3000 Index

US Real Estate Investment Trust Index

World Equity Ex-US Index

Long US Treasury Bond Index
US Treasury Inflation Protected Sec Index
World Government Bond Ex-US Index

Global Balanced Fund
Barclays
Government Bond Fund

Intermediate Bond Fund

Brandes Institutional

International Equity Fund Fee

RCM

Sustainable Opportuntties Fund
Total Externally Managed Funds

Total All Funds

Notes

(1) Represents net contributions in transit to/from the record keeper
surce data provided by the record keeper, Great West Life.

PR

ALASKA RETIREMENT MANAGEMENT BOARD
Defined Contribution Retirement - Participant Directed TRS
Schedule of Investment Income and Changes in Invested Assets

for the Month Ended
September 30, 2010
Beginning Invested Investment Net Contributions Transfers Ending Invested
Assets Income (Withdrawals) in (out) Assets
56,414 § 49 $ 84998 § - 141,461
1,820,681 440 9,825 44,437 1,875,383
441,326 53,406 2,305 4,589 501.626
3,874,238 221,731 (13,956) 82,642 4,164,655
56,211 1,873 161 - 58,245
77,855 4,087 5,004 - 86,946
283,798 17,220 14,877 - 315,895
316,269 21,877 35,453 - 373,599
378,103 28,395 26,061 - 432,559
389,954 30,797 13,500 - 434251
676,814 58,133 48,004 - 782,951
830,531 70,860 39,676 6,732 947,799
1,390,376 118,761 86,271 - 1,595,408
1,611,353 137,729 106,927 - 1,856,009
29,108 2,536 5,778 - 37.422
12,176,617 767,845 379,886 138,400 13,462,748
11,604 - 137 - 11,741
9,522,998 852,043 30,578 20,872 10,426,491
47,665 4,529 294 5313 57,801
44,198 1,926 1,780 (6.732) 41,172
22,976 2,403 54 4,200 29,633
10,684 (172) 229 - 10,741
72,759 700 9 272) 73,196
1,581 52 - - 1,633
1,478,139 90,793 (4,676) 17,733 1,581,989
11,212,604 952,274 28,405 41,114 12,234,397
1,615,676 4,087 61 (987) 1,618,837
38,098 98 107 415 38,718
1,653,774 4,185 168 (572) 1,657,555
12,297,716 1,038,330 37,440 (159,044) 13,214,442
9,513,630 926,901 43915 (19,898) 10,464,548
46,854,341 3.689.535 489,814 - 51,033,690
46,910,755 § 3,689,584 § 574812 § - 51,175,151
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ALASKA RETIREMENT MANAG " BOARD
Defined Contribution Retir. - Participant Directed TRS
Schedule of Invested Assets with

Schedule of Inv 13 and Ch in Invested Assets
By Month Through the Month Ended
September 30, 2010
$ (Thousands)
July August September

Invested Assets (At Fair Value)
Investments with Treasury Division

Cash and cash equivalents $ 76 56 141
Investments with T. Rowe Price

Alaska Money Market 1,829 1,821 1,875

Small-Cap Stock Fund 486 441 502

Long Term Balanced Fund 3,937 3,874 4,165

Alaska Balanced Fund 61 56 58

AK Target Date 2010 Trust 79 78 87

AK Target Date 2015 Trust 307 284 316

AK Target Date 2020 Trust 339 316 374

AK Target Date 2025 Trust 397 378 433

AK Target Date 2030 Trust 422 3%0 434

AK Target Date 2035 Trust 3 677 783

AK Target Date 2040 Trust 865 830 948

AK Target Date 2045 Trust 1,448 1,390 1,595

AK Target Date 2050 Trust 1,673 1,611 1,856

AK Target Date 2055 Trust 30 29 37
Investments with State Street Global Advisors

Money Market 12 12 12

S&P 500 Stock Index Fund Senies A 10,055 9,523 10,426

Russell 3000 Index 48 48 58

US Real Estate Investment Trust Index 42 4 41

World Equity Ex-US Index 22 23 30

Long US Treasury Bond Index 10 11 1

US Treasury Inflation Protected Sec Index 80 73 73

World Govenment Bond Ex-US Index 2 2 2

Global Balanced Fund 1518 1,478 1,582
Investments with Barclays

Govemment Bond Fund 1,622 1,616 1,619

Intenmediate Bond Fund 38 38 39
Investments with Brandes Investment Partners

Intemational Equity Fund Fee 13,066 12,298 13,214

Investments with RCM

Sustainable Opportunities Fund 10,094 9,514 10,465

Total Invested Assets S 49,271 46,911 S 51,175
Change in Invested Assets

Beginning Assets $ 45348 49271 § 46,911

Investment Earnings 3,071 {1,764) 3,690

Net Contributions (Withdrawals) 852 (596) 575

Ending Invested Assets s 49,271 46,911 s 51,175
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ALASKA RETIREMENT MANAGEMENT BOARD

FINANCIAL REPORT
(Supplement to the Treasury Division Report)

As of September 30, 2010

Prepared by the Division of Retirement & Benefits



ALASKA RETIREMENT MANAGEMENT BOARD
SCHEDULE OF NON-INVESTMENT CHANGES BY FUND

(Supplement to the Treasury Division Report)
For the Three Months Ending September 30, 2010

Contributions Expenditures
Net
Contributions Total Admin- Total Contributions/
EE and ER State of Alaska Other Coutributions Benefits Refunds istrative Expenditures (Withdrawals)
Publj * Retirement Syst
Defined Benefit Plans;
Retirement Trust 68,478,886 - 2,393 68,481,279 (129,245,514) (3,012,526) (9,061,811) (141,319851) (72,838,572)
Retirement Health Care Trust 65,407,577 - 445,983,724 511,391,301 (78,354,659) - (88.060,738) (166,415.397) 344,975,904
Total Defined Benefit Plans 133,886,463 - 445,986,117 575,872,580 (207,600,173) (3,012,526 (97,122,549) (307,735,248) 272,137,332
Defined Contribution Plans:
Participant Directed Retwement 13,100,194 - - 13,100,194 (2,223,069) (592,835) (2,815,904} 10,284,290
Health Reimbnrsement Arrangement (a) 3,386,738 - - 3,386,738 - - - - 3,186,738
Retiree Medical Plan (a) 626,124 - - 626,124 - - - - 626,124
Occupationa! Death and Disability: (a)
Public Employees 273471 - - 273 471 - - - - 27347
Police and Firefighters 135,182 - - 135.182 - - - - 135,182
Total Defined Contnbution Plans 17,521,709 - - 17,521,709 - (2,223 069) (592,835) (2,815,904) 14,705,805
Total PERS 151,408,172 - 445,986,117 597.394& (207,600,173) (5,235,595) (97,715,384) (310,551,1 52 286,843,137
Teachers' Retirement System (TRS)
Defined Benefit Plans:
Retirement Trust 9,988.564 - 4.098 9.992,662 (86.107,490) (951,892) (3.669,118) (90.728,500) (80,735,838)
Retirement Health Care Trust 12,349,038 - 54,798,174 67,147,812 {32,574 880) - (11,241,232) (43,816,112) 23,331,700
Total Defined Benefit Plans 22,337,602 54,802 872 77,140,474 (118,682,370) (951,892) (14,910,350} (134,544.612) (57,404,138)
{in ntribution Plan:
Participant Directed Retirement 2,324279 - - 2324279 - (1,321.519) (171,448) (1.492.967) 831312
Health Reimbursement Arangeinent (a) 453,167 - - 453,167 - - - - 453,167
Retiree Medical Plan (a) 141,287 - - 141,287 - - - - 141,287
Occupational Death and Disability (a) 48,314 - - 48314 - - - - 48,314
Total Defined Contribution Plans 2,967,047 - - 2,967,047 - (1,321.519) (171,448) (1,492 967) 1,471,080
Total TRS 15,304,649 . 54,802,872 80,107,521 (118,682,370} (2,273411) (15,081,798) (136,037,579) (55,930,058)
Judicial Retirement System (JRS)
Defined Benefit Plan Retirement Trust 1,047,229 - 3 1,047,232 (2,225,658) - (108,197) (2.333,855) (1,286,623}
Defined Benefit Reurenient Health Care Trust 287,219 - 1,801 289,020 (295,975) - (7.787) (303,762) (14,742)
Total JRS 1,334,448 - 1,804 1,336,252 (2,521,633) - (115,984) (2,637,617) (1,301,365)
National Guard/Naval Militia Retirement m (NGNMR:
Defined Benefit Plan Retirement Trust (a) 965.375 - - 965,375 (301,934) (40,328) (342)262) 623,113
Other Participant Directed Plans
Supplemental Annuity Plan 39,545,397 - - 39,545,397 - (34,367,218) (950,949) (35,318,167) 4,227,230
Deferred Compensation Pian 9,809,267 - - 9,809,267 - (7,468,121) (281,309) (7,749,430) 2,059,837
Total Al} Funds 228,367,308 - 500,790,793 729,158,101 {329.106,110) {49,344,345) (114,185,752) (492,636,207) 236,521,894

(a) Employer only contributions,

Prepared by the Division of Retirement and Benefits
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ALASKA RETIREMENT MANAGEMENT BOARD
SCHEDULE OF NON-INVESTMENT CHANGES BY FUND
(Supplement to the Treasury Division Report)

For the Month Ended September 30, 2010

Contributions Expenditures Net
Contributions Total Admin- Total Contributions/
EE and ER State of Alaska Other Contributions Benefis Refunds istrative Expenditures (Withdrawals)
Public Employees' Retivement System (PERS)
Defined Benefit Plans.
Retirement Trust 23,289,128 - 549 23,289,677 (43,281,940) (678,458) {1,805,385) (45.765.983) (22,476,306)
Retirement Health Care Trust 21,121,779 - 216,517 21,338,296 (28,303.213) - (628,163) (28.931.376) (7.593.080)
Total Defined Benefit Plans 44,410,907 - 217,066 44,627,973 (71,585,153) (678,458) (2,433,748) (74,697.359) (30,069.386)
Defined Contribution Pians:
Participant Directed Retirement 4.779.626 - 4,779,626 - (573,723) (152,086) (725.809) 4,053,817
Health Reimbursement Arrang (a) 1,285.959 - 1.285959 - - - - 1,285959
Retiree Medical Plan {(a) 198,210 - 198,210 - - - - 198,210
Occupational Death and Disability (a)
Public Employees 100.192 - - 100,192 - - 100,192
Police and Firefighters 43.941 - - 43.941 - - - - 43941
Total Defined Contribution Plans 6,407,928 - 6.407.928 - (573,723) (152,086) (725.809) 5682119
Total PERS 50,818,835 217,066 51,035,901 (71,585,153) (1252,181) (2,585,834) (75,423,168) (24,387,267)
Teachers' Retirement System (TR
Defined Benefit Plaps.
Retirement Trust 3.289.203 - 234 3.289437 (29.061.323) (188.164) (642,680) (29.892,169) (26,602,732)
Retirement Health Care Trust 3.337.061 - 78.945 3.416.006 (11.775914) - {249.953) {12.025.867) (8.609.861)
Total Defined Benefit Plans 6,626,264 - 79,179 6.705.443 (40.837.239) (188,164) (892,633) (41.918.036) (35,212,593}
Defined Contribution Plaps,
Participant Directed Retirement 931,843 - - 941.843 (300,832) {66.199) (367.031) 574812
Health Reimbursement Arrang (a) 172399 - - 17239 - - - 172399
Retiree Medical Plan (a) 39.077 - 319077 - - - 39,077
Occup I Death and Disabihity (a) 16,087 - 16.087 - - - 16,087
Total Defined Coninbution Plans 1,169.406 - - 1.169.406 - (300,832) (66.199) (367.031) 802,375
Total TRS 7,795,670 - 79,179 7.874,849 (40,837,239) (488,996) (958,832) (42,285,067) (34,410,218)
Judicial Retirement System (JRS)
Defined Benefit Plan Retirement Trust 367.487 3 367.490 (745.864) - 24.145) (770,009) (402,519}
Defined Benefit Retirement Health Care Trust 96,207 - 612 96,819 {103.169) - (3.097) (106,266} (9.447)
Total JRS 463,694 - 615 164,309 (849,033) - (27,242) (876.275) (411,966)
National Guard/Naval Militia Retirement System (NGNMRS)
Defined Benefit Plan Rehremen Trust (a) (111.938) - (12.302) (124,240 (124,240)
Other Participant Directed Plang
Supplemental Annuity Plan 12.488.061 - - 12.488.063 - (8,570,009) {348.459) (8.918.408) 3.569,595
Deferred Comperisation Plan 2.088,169 - - 1,088.169 (2,295.976) {102.282) (2,398,258) (310,089)
Total Al Funds 73,654,431 - 296,860 73,951,291 (113,383,363) (12,607,162) (4,034,951) (130,025,476) (56.074,185)

(a) Employer only contributions.

Prepared by the Division of Retirement and Benefits
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Responsibilities of Division of Retirement and Benefits,

Division of Treasury and KPMG
Audit Status
Results of the Audit
- Independent auditors’ reports
- Audit adjustments
- Significant deficiencies and material weaknesses
- Independent auditors’ reports
- Fraud risks
Other Required Communications

Independence

o w

© 0 0 ~N O
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©2010 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member
firms affiliated with KPMG [ (*KPMG ), a Swiss entity. Al rights reserved.

State of Alaska - Division of Retirement & Benefits

12/2/2010

2



The Divisions is responsible for:
* Adopting sound accounting policies
+ Fairly presenting the financial statements in conformity with generally accepted accounting
principles
* Establishing and maintaining internal controls

The Audit Committee is responsible for:

+ Oversight of the financial reporting process

The Divisions and the Audit Committee are responsible for:

* Establishing appropriate controls to prevent, detect, and deter fraud

+ Setting the proper tone and maintaining a culture of honesty and high ethical standards

© 2010 KPMG i C ive (‘KPMG "), a Swi ity. Member firms of the KPMG network of independent n/ser H 1

frins are s with KPWG iomationsl KPMG. memationsl, prov I senices. No member fim has any auhory (0 State of Alaska - Division of Retirement & Benefits 12/2/2010 3
obligate or bind KPMG International or any other member firm third parties, nor does KPMG  International have any such authority to

obligate or bind any member firm. All rights reserved.




* Forming and expressing an opinion about whether the financial statements that have been prepared by management
with the oversight of those charged with governance are presented fairly, in all material respects, in conformity with
generally accepted accounting principles.

* Planning and performing the audit to obtain reasonable — not absolute — assurance about whether the financial
statements are free of material misstatement, whether caused by fraud or error. Because of the nature of audit
evidence and the characteristics of fraud, we are able to obtain reasonable, but not absolute, assurance that material
misstatements are detected.

e Conducting an audit in accordance with professional standards.

» Complying with the rules and regulations of the Code of Professional Conduct of the American Institute of Certified
Public Accountants, and the ethical standards of relevant CPA societies, relevant state boards of accountancy, the
SEC (or other regulators), and the PCAOB.

* Planning and performing an audit with an attitude of professional skepticism.

e« Communicating all required information to management and the Audit Committee.

© 2010 KPMG ional Ci (*KPMG I"), a Swiss entity. Member firms of the KPMG network of independent State Of A|aS ka _ DIVISIOH Of Retl rement & Be nefItS 12/2/2010 4

firms are affiliated with KPMG Interational. KPMG International provides no client services. No member firm has any authority to
obligate or bind KPMG International or any other member firm third parties, nor does KPMG International have any such authority to
obligate or bind any member firm. All rights reserved.




There have been no significant changes to our audit plan

There are no pending matters

© 2010 KPMG i Co (*KPMG "), a Swiss entity. Member firms of the KPMG network of independent nnet H 1

frins are e with KPMIG inemationsl KPNG nternationsl, provides o e senices. o member i has any authory 0 State of Alaska - Division of Retirement & Benefits 12/2/2010 5
obligate or bind KPMG International or any other member firm third parties, nor does KPMG  International have any such authority to

obligate or bind any member firm. Al rights reserved.



Unqualified opinion on the financial statements for:

* Invested Assets of the Retirement Systems
* Treasury Division Invested Assets Under the Investment Authority of the Commissioner of Revenue

Unqualified opinion on the financial statements and supplement schedules for:

* Public Employees’ Retirement System

» Teachers’ Retirement System

* Judicial Retirement System

» National Guard and Naval Militia Retirement System
» Supplemental Benefit System

 Deferred Compensation Plan

bRty ke [Emam;ﬁi?,”,‘jm AT Sl AN h;f‘;“y' aepenaent State of Alaska - Department of Administration - Division of Retirement and 12/3/2010 6
obligate or bind KPMG Internatio any other member frmmw es KPMG International have any such authority to

Obigate o bind any member . All g roserved ' Benefits and Department of Revenue - Treasury Division




The financial statements do not reflect the market value adjustments resulting from the time lag
between the valuation date and the fiscal year-end

© 2010 KPMG i C (*KPMG "), a Swiss entity. Member firms of the KPMG network of independent H. H HY =
firms are afliated with KPVIG nermatonsl, KPMG intermational. provides no olent senices. No member fim has any auihorty o State of Alaska - Department of Administration - Division of Retirement and 12/3/2010 7
obligate or bind KPMG International or any other member firm third parties, nor does KPMG  International have any such authority to

obligate or bind any member firm. Al rights reserved. Benefits and Department of Revenue - Treasury Division



Material Weaknesses
*  None identified

Significant Deficiencies
*  Mone identified

© 2010 KPMG i Co (*KPMG "), a Swiss entity. Member firms of the KPMG network of independent nnet H 1

frins are e with KPMIG inemationsl KPNG nternationsl, provides o e senices. o member i has any authory 0 State of Alaska - Division of Retirement & Benefits 12/2/2010 8
obligate or bind KPMG International or any other member firm third parties, nor does KPMG  International have any such authority to

obligate or bind any member firm. All rights reserved.



Presumed by SAS 99
* Risk of misstatement relating to contributions
* Risk of management override of controls
- Journal entries and adjustments

© 2010 KPMG C (*KPMG "), a Swiss entity. Member firms of the KPMG network of independent H. H HY =
firms are afliated with KPVIG nermatonsl, KPMG intermational. provides no olent senices. No member fim has any auihorty o State of Alaska - Department of Administration - Division of Retirement and 12/3/2010 9
obligate or bind KPMG International or any other member firm third parties, nor does KPMG  International have any such authority to

obligate or bind any member firm. Al rights reserved. Benefits and Department of Revenue - Treasury Division



Other information in Documents Containing Audited Financial
Statements

Significant Difficulties Encountered During the Audit
Disagreements with Managements

Management’s Consultation with Other Accountants
Significant Issues Discussed, or Subject to Correspondence

with Management

Alternative Accounting Treatments Discussed with
Management

Other Findings or Issues Relevant Regarding Oversight of the
Financial Reporting Process

We have read the Comprehensive Annual Financial Reports
for the Public Employees’ Retirement System and Teachers’
Retirement System and no matters came to our attention that
cause us to believe that such information, or its manner of
presentation, is materially inconsistent with the information
appearing in the financial statements.

No matter to report
None noted
None noted

None noted
None

None noted

© 2010 KPMG International Cooperative (‘KPMG International”), a Swiss entity. Member firms of the KPMG network of independent
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In our professional judgment, we are independent accountants with respect to the Division of
Retirement and Benefits and the Division of Treasury under all relevant professional and regulatory
standards.
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not be published, circulated, reproduced or used for any purpose without our prior written permission in
each specific instance.
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Responsibilities of Division of Retirement and Benefits,

Division of Treasury and KPMG
Audit Status
Results of the Audit
- Independent auditors’ reports
- Audit adjustments
- Significant deficiencies and material weaknesses
- Independent auditors’ reports
- Fraud risks
Other Required Communications

Independence
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The Divisions is responsible for:
* Adopting sound accounting policies
+ Fairly presenting the financial statements in conformity with generally accepted accounting
principles
* Establishing and maintaining internal controls

The Audit Committee is responsible for:

+ Oversight of the financial reporting process

The Divisions and the Audit Committee are responsible for:

* Establishing appropriate controls to prevent, detect, and deter fraud

+ Setting the proper tone and maintaining a culture of honesty and high ethical standards
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* Forming and expressing an opinion about whether the financial statements that have been prepared by management
with the oversight of those charged with governance are presented fairly, in all material respects, in conformity with
generally accepted accounting principles.

* Planning and performing the audit to obtain reasonable — not absolute — assurance about whether the financial
statements are free of material misstatement, whether caused by fraud or error. Because of the nature of audit
evidence and the characteristics of fraud, we are able to obtain reasonable, but not absolute, assurance that material
misstatements are detected.

e Conducting an audit in accordance with professional standards.

» Complying with the rules and regulations of the Code of Professional Conduct of the American Institute of Certified
Public Accountants, and the ethical standards of relevant CPA societies, relevant state boards of accountancy, the
SEC (or other regulators), and the PCAOB.

* Planning and performing an audit with an attitude of professional skepticism.

e« Communicating all required information to management and the Audit Committee.
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There have been no significant changes to our audit plan

There are no pending matters
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Unqualified opinion on the financial statements for:

* Invested Assets of the Retirement Systems
* Treasury Division Invested Assets Under the Investment Authority of the Commissioner of Revenue

Unqualified opinion on the financial statements and supplement schedules for:

* Public Employees’ Retirement System

» Teachers’ Retirement System

* Judicial Retirement System

» National Guard and Naval Militia Retirement System
» Supplemental Benefit System

 Deferred Compensation Plan
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The financial statements do not reflect the market value adjustments resulting from the time lag
between the valuation date and the fiscal year-end
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Material Weaknesses
*  None identified

Significant Deficiencies
*  Mone identified
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Presumed by SAS 99
* Risk of misstatement relating to contributions
* Risk of management override of controls
- Journal entries and adjustments

© 2010 KPMG C (*KPMG "), a Swiss entity. Member firms of the KPMG network of independent H. H HY =
firms are afliated with KPVIG nermatonsl, KPMG intermational. provides no olent senices. No member fim has any auihorty o State of Alaska - Department of Administration - Division of Retirement and 12/3/2010 9
obligate or bind KPMG International or any other member firm third parties, nor does KPMG  International have any such authority to

obligate or bind any member firm. Al rights reserved. Benefits and Department of Revenue - Treasury Division



Other information in Documents Containing Audited Financial
Statements

Significant Difficulties Encountered During the Audit
Disagreements with Managements

Management’s Consultation with Other Accountants
Significant Issues Discussed, or Subject to Correspondence

with Management

Alternative Accounting Treatments Discussed with
Management

Other Findings or Issues Relevant Regarding Oversight of the
Financial Reporting Process

We have read the Comprehensive Annual Financial Reports
for the Public Employees’ Retirement System and Teachers’
Retirement System and no matters came to our attention that
cause us to believe that such information, or its manner of
presentation, is materially inconsistent with the information
appearing in the financial statements.

No matter to report
None noted
None noted

None noted
None

None noted
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obligate or bind KPMG Intemational or any other member firm third parties, nor does KPMG  International have any such authority to
obligate or bind any member firm. All rights reserved
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In our professional judgment, we are independent accountants with respect to the Division of
Retirement and Benefits and the Division of Treasury under all relevant professional and regulatory
standards.
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This presentation to the board of directors is intended solely for the information and use of the board of
directors and management and is not intended to be and should not be used by anyone other than these
specified parties. This presentation is not intended for general use, circulation or publication and should
not be published, circulated, reproduced or used for any purpose without our prior written permission in
each specific instance.
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ALASKA RETIREMENT MANAGEMENT BOARD
STATE OF ALASKA DIVISION OF RETIREMENT AND BENEFITS AND
STATE OF ALASKA DIVISION OF TREASURY

Letter to the Audit Committee

November 3, 2010



KPMG LLP

Suite 60C

701 West Eighth Avenue
Anchorage, AK 99501

November 3, 2010

Alaska Retirement Management Board Audit Committee
State of Alaska Division of Retirement and Benefits and
State of Alaska Division of Treasury

Juneau, AK

Ladies and Gentlemen:

We have audited the financial statements for the following entities (collectively, the Systems) as of and for
the fiscal years ended June 30, 2010 and 2009, and have issued our report thereon under date of
QOctober 29, 2010.

¢ State of Alaska Public Employees’ Retirement System

e State of Alaska Teachers’ Retirement System

e State of Alaska Judicial Retirement System

e State of Alaska National Guard and Naval Militia Retirement System

o State of Alaska Retirement and Benefits Plans Invested Assets

¢ Treasury Division Invested Assets Under the Investment Authority of the Commissioner of Revenue

We have audited the financial statements of the State of Alaska Supplemental Benefits System (the
System) as of and for the fiscal years ended January 31, 2010 and 2009, and have issued our report thereon
under date of October 29, 2010.

We have audited the financial statements of the State of Alaska Deferred Compensation Plan (the Plan) as
of and for the fiscal years ended December 31, 2009 and 2008, and have issued our report thereon under
date of QOctober 29, 2010.

Under our professional standards, we are providing you with the accompanying information related to the
conduct of our audits,

Our Responsibility Under Professional Standards

We are responsible for forming and expressing an opinion about whether the financial statements, that have
been prepared by management with the oversight of the Alaska Retirement Management Board Audit
Committee, are presented fairly, in all materia] respects, in conformity with U.S. generally accepted
accounting principles. We have a responsibility to perform our audits of the financial statements in
accordance with professional standards. In carrying out this responsibility, we planned and performed the
audits to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether caused by error or fraud. Because of the nature of audit evidence and the
characteristics of fraud, we are to obtain reasonable, not absolute, assurance that material misstatements are
detected. We have no responsibility to plan and perform the audits to obtain reasonable assurance that

KPMG LLP, is a Delaware limited liabfiity partnership,
the U.S. member firm of KPMG Intemational Cooperative
{"KPMG International”), a Swiss entily.
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misstatements, whether caused by error or fraud, that are not material to the financial statements are
detected. Our audits do not relieve management or the Alaska Retirement Management Board Audit
Committee of their responsibilities.

In addition, in planning and performing our audits of the financial statements, we considered internal
control over financial reporting (internal control) as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements but not for the purpose of expressing an
opinion on the effectiveness of the Systems’ and the Plan’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the Systems” or the Plan’s internal control.

We also have a responsibility to communicate significant matters related to the financial statement audits
that are, in our professional judgment, relevant to the responsibilities of the Alaska Retirement
Management Board Audit Committee in overseeing the financial reporting process. We are not required to
design procedures for the purpose of identifying other matters to communicate to you.

Other Information in Documents Containing Audited Financial Statements

Qur responsibility for other information in documents containing the Systems’ and the Plan’s financial
statements and our auditors’ report thereon does not extend beyond the financial information identified in
our auditors’ report, and we have no obligation to perform any procedures to corroborate other information
contained in these documents. We have, however, read the other information included in the Public
Employees’ Retirement System’s and Teachers’ Retirement System’s comprehensive annual financial
reports, and no matters came to our attention that cause us to believe that such information, or its manner
of presentation, is materially inconsistent with the information, or manner of its presentation, appearing in
the financial statements.

Accounting Practices and Alternative Treatments
Significant Accounting Policies

The significant accounting policies used by the Systems and the Plan are described in Note 2 to the
financial statements. No new accounting policies were adopted and the application of existing policies was
not changed during the years referred to above.

Unusual Transactions

We noted no unusual transactions entered into by the Systems or the Plan during the year that were both
significant and unusual, and of which, under professional standards, we are required to inform you, or
transactions for which there is a lack of authoritative guidance or consensus.

Critical Accounting Policies and Practices

The critical accounting policies and practices used by the Systems and the Plan in preparing their financial
statements are as described in Management’s Discussion and Analysis. These policies and practices are
considered both most important to the portrayal of the Systems’ and the Plan’s financial condition and
results of operations, and require management’s most difficult, subjective, or complex judgments, often as
a result of the need to make estimates about matters that are inherently uncertain. We have discussed with
the audit committee and management our assessment of management’s disclosures regarding such policies
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and practices, the reasons why these policies and practices are considered critical, and how current and
anticipated future events impact those determinations.

Qualitative Aspects of Accounting Practices

We have discussed with the Alaska Retirement Management Board Audit Committee and management our
judgments about the quality, not just the acceptability, of the Systems’ and the Plan’s accounting principles
as applied in its financial reporting. The discussions generally included such matters as the consistency of
the Systems’ and the Plan’s accounting policies and their application, and the understandability and
completeness of the Systems’ and the Plan’s financial statements, which include related disclosures.

Management Judgments and Accounting Estimates

The preparation of the financial statements requires management of the Systems and the Plan to make a
number of estimates and assumptions relating to the reported amounts of assets and liabilities and the
disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of investment income during the period.

Investments

The investment portfolio is carried at fair value as determined primarily by the Treasury Division’s
custodial agent. The fair values obtained from the custodial agent are reviewed by management. The
agent’s determination of fair values for debt and equity investment securities involves, among other things,
using pricing services or prices quoted by independent brokers. The fair values of real estate equity
investments are valued quarterly by general partners or investment sponsors based on market conditions
and their knowledge of industry trends. With the exception of real estate investment trust holdings, real
estate investments are valued quarterly by investment managers based on market conditions and their
knowledge of industry trends. Separate account real estate investments are appraised once every three
years, in conjunction with the purchase date anniversary, by independent appraisers. Real estate investment
trust holdings are valued each business day using prices obtained from a pricing service.

Private equity securities are valued periodically by the general partners. Underlying private equity
investments that are listed on a national exchange are valued using quoted market prices. Securities for
which there are not market quotations available are initially carried at original cost and subsequently
valued at fair value as determined by the general partners. In determining fair value, the financial
condition, operating results and projected operating cash flow of the underlying portfolio companies, prices
paid in private sales of such securities, the nature and duration of restrictions on disposition of the
securities, the existence of merger proposals or tender offers affecting securities, reports prepared by
analysts are considered as appropriate. Because of the inherent uncertainty of valuations, however, these
estimated values may differ significantly from the values that would have been used had a ready market for
the securities existed, and these differences could be material.

Absolute return investments are carried at fair value as determined by the pro-rata interest in the net assets
of the underlying investment funds. These investment funds are valued periodically by the general partners
and the managers of the underlying investments. The net asset value represents the amount that would be
expected to be received if it were to liquidate its interests subject to liquidity or redemption restrictions.
Because of the inherent uncertainty of valuations, however, these estimated values may differ significantly
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from the values that would have been used had a ready market for the securities existed, and these
differences could be material,

The energy related investment in the Other Investments Pool consists primarily of loans and preferred
stock that are valued at the lower of cost or fair value, The agricultural investments in the Other
Investments Pool consist primarily of farmland investments that are stated at fair value based upon
independent appraisals performed periodically. In years when an independent appraisal is not performed,
the valuation is reviewed by an independent advisor. Because of the inherent uncertainty of valuations,
these estimated values may differ significantly from the values that would have been used had a ready
market for the securities existed, and these differences could be material.

Actuarial Estimates

The financial statements for the Systems contain certain actuarial estimates as required by the
Governmental Accounting Standards Board. The actuarial information included as required supplementary
information has not been audited by us and we express no opinion on it.

Uncorrected and Corrected Misstatements

In connection with our audit of the Systems’ financial statements, we have discussed with management
certain financial statement misstatements that have not been corrected in the Systems’ books and records as
of and for the year ended June 30, 2010 and 2009. We have reported such misstatements to managernent on
a Summary of Audit Differences and have received written representations from management that
management believes that the effects of the uncorrected financial statement misstatements are immaterial,
both individually and in the aggregate, to the financial statements taken as a whole. Attached is a copy of
the summary that has been provided to, and discussed with, management.

In connection with our audit of the State of Alaska Supplemental Benefit System’s financial statements as
of and for the fiscal year ended January 31, 2010 and our audit of the State of Alaska Deferred
Compensation Plan’s financial statements as of and for the years ended December 31 2009, we have not
identified any significant financial statement misstatements that have not been corrected in the System’s or
the Plan’s books and records.

Disagreements with Management

There were no disagreements with management on financial accounting and reporting matters that, if not
satisfactorily resolved, would have caused a modification of our auditors® reports on the Systems’ or the
Plan’s financial statements.

Management’s Consultation with Other Accountants

To the best of our knowledge management has not consulted with or obtained opinions, written or oral,
from other independent accountants during the past year.

Significant Issues Discussed, or Subject to Correspondence, with Management

Major Issues Discussed with Management Prior to Retention

We generally discuss a variety of matters with the Alaska Retirement Management Board Audit
Committee and management each year prior to our retention by you as the Systems’ or the Plan’s auditors.
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During 2010, we presented you and management with our formal audit plan and specifically discussed
planned changes in internal controls over alternative investments.

The result of these discussions was not a condition to our retention.

Material Written Communications

Attached to this letter please find copies of the following material written communications between
management and us:

1.  Management representation letters

Significant Difficulties Encountered During the Audit

No significant difficulties were encountered during our audits of the Systems’ or the Plan’s financial
statements.

Independence

Our professional standards and other regulatory requirements specify that we communicate to you in
writing, at least annually, all relationships between our firm, the Systems and the Plan and persons in a
financial reporting oversight role at the Systems and the Plan and provide confirmation that we are
independent accountants with respect to the Systems and Plan.

We are not aware of any independence-related relationships between our firm, the Systems and the Plan.

Confirmation of Audit Independence

We hereby confirm that as of November 3, 2010, we are independent accountants with respect to the
Systems and the Plan under all relevant professional and regulatory standards.

* Kk %k k k ok ok

This letter to the Alaska Retirement Management Board Audit Committee is intended solely for the
information and use of the Alaska Retirement Management Board Audit Committee and management and
is not intended to be and should not be used by anyone other than these specified parties.

Very truly yours,

KPMes LP
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Independent Fiduciary Services ©

Operational Review
for the
Alaska Retirement Management Board

Introduction

This Report is presented in four sections: an executive summary; background information and methodology; detailed
discussion and analysis; and exhibits.

Section |, the Executive Summary, offers a high level overview of the major themes in the report. The Executive Summary
should be used in the context of the full report and not read in isolation.

Section 1l, Background and Methodology, describes IFS and the methodology we followed in performing this assignment. It
then explains the overall format of the Report, and concludes with caveats and observations about the substantive sections of the
Report.

Section 11, Discussion and Analysis, comprises the body of the report and addresses each task area. The discussion and
analysis sets forth background information (including best and common practices where applicable), detailed observed conditions and
recommendations. Our observations and recommendations are based on the review we conducted of each task area in coordination
with the Alaska Retirement Management Board (“ARMB” or “the Board”), the investment staff, and ARMB’s consultants.

Page 1
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Section I.

Executive Summary

Basis for the Review

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

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 and that the Board obtain an external performance review to evaluate the investment policies of
each fund entrusted to the Board and report the results of the review to the appropriate fund fiduciary. ARMB entered into an
agreement with Independent Fiduciary Services, Inc. (“IFS”) to perform an evaluation of ARMB’s performance consultants,
investment policies, and other investment-related matters (collectively the “Task Areas”), otherwise known as an Operational Review.
The scope of work includes the following task areas:

Investment Performance Calculations and Methodology;
Investment Performance Reporting to the Board,;
Investment Performance Benchmarks; and

Investment Policies.

IFS delivered the first draft of the report on October 1, 2010 and received comments from ARMB on October 15, 2010.

Page 2
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The following paragraphs summarize the highlights and key findings of our Report. We note that our comments are limited by
the scope of work and we were not tasked with reviewing all areas of the investment program, such as overall governance or asset
allocation. We thank ARMB, Mr. Gary Bader and staff for their time and cooperation during this project. We also thank Ms. Judy Hall
for coordinating the project and meeting our numerous requests for information.

TASK AREA A.1.a. INVESTMENT PERFORMANCE CALCULATIONS and METHODOLOGY

e \We found that the ARMB’s consultants (Callan and Townsend) are using appropriate methodology to calculate investment
performance.

® |FS’ spot checking of investment performance calculations did not identify any issues with regard to consistency or
accuracy.

TASK AREA A.1.b. INVESTMENT PERFORMANCE REPORTING to the BOARD

e Overall, the performance reports ARMB receives are high quality and are generally in line with best practices for public
pension funds.

® ARMB receives detailed quarterly performance reports from Callan on the DB and DC plans. Additional detailed
reporting is provided to staff, which is available to Board members if requested.

e \We found that performance reporting could be improved with regard to some of the internally managed portfolios, e.g.,
REITs and TIPS, as well as for the farmland and timberland programs.

e Callan also provides an annual Private Equity Report that contains most of the essential elements, although we believe that
ARMB could benefit by reviewing some additional performance items, such as an IRR for the private equity program as a
whole.

® Townsend prepares and provides the real estate performance reports. While these reports appear to meet the ARMB’s
basic needs, we believe that they could be enhanced by including some supplemental information, such as additional
performance metrics for the IMAs and some additional manager-level details, such as country allocation.

Page 3
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TASK AREA A.2. INVESTMENT PERFORMANCE BENCHMARKS

Overall, we found that ARMB uses appropriate investment performance benchmarks and we made only minor
recommendations in this area.

TASK AREA B. INVESTMENT POLICIES

With regard to investment policies in general, our primary recommendation is for ARMB to adopt a Total Fund Investment
Policy Statement that would supplement the individual asset class policies and address total fund elements.

In general, we found that most of the asset class/sub-asset class investment policies contain most of the essential elements.
However, a few small portfolios are not addressed by any policy, such as energy or corporate governance.

For public equities, we believe that individual managers should have customized investment guidelines, or that — at a
minimum — separate guidelines should be created for domestic versus international equity, which could then be broken
down further by capitalization and market segment.

For real estate, we recommend that investment guidelines be developed for the internally managed REIT portfolio. In
general, internally managed portfolios should be treated the same as externally managed portfolios in terms of setting
appropriate investment guidelines, as well as for ongoing monitoring and performance measurement.

For the remaining asset classes/strategies we made some relatively minor recommendations in order to improve the policy
documents. Additionally, we believe that ARMB should require that all policies be reviewed annually to determine
whether any changes are necessary.

Page 4
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Section Il.

Background, Review Methodology, and
Limitations on the Report

IFS specializes in evaluating the organizational governance, day to day administration and investment programs of investment
boards and pension systems using combined expertise in investment practices, pension fund administration and fiduciary
responsibility. In operation for over 20 years, IFS has performed similar evaluations for numerous other public and private pension
funds, and is recognized as the leading firm in the industry performing this type of consulting services. IFS performed a detailed
Operational Review of ASPIB that was completed in 2003.

The specific details, scope and depth of the review are defined by the Scope of Work set forth as Appendix C to the June 25,
2010 agreement, between the Board and IFS.

Throughout the Report, as part of our operational review methodology, we identify and highlight our findings or observations
and provide recommendations. Our goal is to “add value” by identifying alternatives intended to enhance the Board’s operations
and/or address potential problems. For each Task Area, we provide background information in addition to our findings and
recommendations. The background section may also include what we have deemed an industry “best practice” based on our
experience performing similar reviews. A “best practice” is not necessarily the “norm” or most common practice, rather it is the most
effective and efficient means (e.g., a process, procedure or structure) of doing something in a given situation to achieve an optimal
outcome. Since effectiveness and efficiency are situational, what is a best practice for one operation may not be a best practice for all
operations.

The analysis leading up to this Report progressed through the following stages:

Page 5
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Document Collection

The first stage in our process was collection — with the staff’s cooperation — of information regarding the Board’s investment
program and practices. This included amassing data and documents, such as written investment policies and guidelines, investment
performance reports, service provider contracts and other materials. This phase was conducted primarily in July 2010.

Analysis & Interviews

The next stage of our process, which continued throughout the project, was analysis. Throughout the process, we coordinated
and integrated our efforts and maintained communication with designated representatives. The main interviews with investment staff
and ARMB’s two investment consultants, Callan Associates and the Townsend Group, were conducted telephonically between August
20, 2010 and August 31, 2010.

Draft and Final Report

The written report also progressed through several stages. We submitted a first draft on October 1, 2010. Comments from
ARMB were received on October 18, 2010. The final report was delivered on November 12, 2010.

This process of draft and comment enabled relevant parties to point out matters that, in their view, were either factually or
conceptually inaccurate, incomplete or misleading, and enabled us to obtain additional information and prepare a final report that took
into account all relevant comments.

Report Caveats

This Report should be read and evaluated with several caveats in mind.

e First, many of the subjects addressed in this Report are inherently judgmental and not susceptible to absolute or definitive

conclusions. Many of our conclusions constitute alternatives for the Board and staff to consider in light of the ARMB’s
evolving investment program now and over the coming years.
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e Second, in conducting this review, we assumed the information we were provided, whether by the Service Providers, staff
or the Board, is accurate, and could be relied upon. We sought to cross-verify certain information among different
interviewees and documents, but the process of cross-verification was limited. We were not hired to detect or investigate
fraud, concealment or misrepresentations and did not attempt to do so. We were not hired to, and did not attempt to
conduct a formal or legal investigation or otherwise to use judicial processes or evidentiary safeguards in conducting our
review. Our findings and conclusions are based upon our extensive review of documents, the interviews we conducted with
the Board and staff, our independent analysis, and our experience and expertise.

e Third, this Report does not and is not intended to provide legal advice.

e Fourth, our observations are necessarily based only on the information we considered as of and during the period we
performed our review, especially as of March 31, 2010.

e Fifth, our Report cannot and does not attempt either to assess the manner in which any of our recommendations may be
implemented or observed in the future, or predict whether ARMB’s practices, as represented to us, will be observed in the
future. Nor does our Report supplant or reduce the ongoing independent fiduciary duty of the Board and staff to structure
and evaluate their investment program or policies and procedures.

e Sixth, we are not a firm of certified public accountants and this report is not intended to conform with generally accepted
auditing standards (GAAS) as promulgated by the AICPA, nor was it required to conform to GAAS.

e Finally, although we have discussed our findings with, and submitted draft versions of our Report to ARMB and its
representatives, its final form and content reflect the independent judgment of IFS. The extent to which our Report and
recommendations are implemented is the Board’s decision.
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Task Area A.l.a.
Investment Performance Calculations and Methodology

Background

® There are three methods of calculating portfolio time-weighted rates of return that are accepted by the CFA Institute. Depending
on the cash flow activity in the account, one or more of the methods may not be appropriate in a given situation.

e The methods differ in the frequency of data input into the calculation, the accuracy of the calculation, and the cost of conducting
the calculation. The resulting rates of return from the three methods may be identical, may differ slightly, or may differ
materially, depending on the size and timing of cash flows relative to the size of the account.

® Dietz is the simplest method in that it requires the least amount of data. Only beginning and ending market values and the total
amount of cash flows for the month are used. The Dietz algorithm assumes all cash flows occur at the middle of the month and
that the change in market values occurs evenly throughout the month. This method results in a reasonable rate of return if the cash
flows are very small relative to the portfolio value.

® Modified Dietz uses the same beginning and end of month values as the Dietz method, but identifies each cash flow with the date
it occurred and weights it accordingly. Modified Dietz is the most common method for calculating periodic portfolio
performance, since the information needed is usually easily available in ordinary portfolio record keeping.

e Daily valuation is the most mathematically accurate method, as it calculates a daily rate of return, based on that day’s cash flows
and updated market value. This method is typically not used by investors for pure performance evaluation purposes, but is easily
used by investment managers who need to know the value of their holdings at all times for portfolio management. For
performance reporting, daily valuation is typically too expensive due to the cost of obtaining the data, and it usually does not yield
a materially different result from Modified Dietz if the measurement periods are one month or less.
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® The alternative to the time-weighted rate of return is the money-weighted rate of return or internal rate of return. This
methodology is affected by external cash flows and is most often used when the investment manager can control the size and
timing of these cash flows. For managers that operate under this type of arrangement, such as various types of real estate and
private equity managers, using a money-weighted rate of return is typically preferred as it better evaluates the manager’s skill.
For example, the Global Investment Performance Standards (GIPS®) developed by CFA Institute recommend presenting
performance using a money-weighted rate of return for real estate assets and requires it for private equity investments.

Observations

® Through our interview process Callan informed us that their performance reports are shown using time-weighted returns and the
calculation methodology they use is Modified Dietz. Based on our experience, this is reasonable and is the methodology we see
typically used at other consulting firms for institutional funds. Therefore, the current method used by ARMB allows for accurate
comparison to other retirement funds. Callan also informed us that they receive a nightly feed from State Street and are able to
calculate unaudited daily time-weighted returns if desired or necessary.

® ARMB Managers of Fixed Income, Alternative Investments, and Public Equity currently do not reconcile performance reported
by Callan against performance calculated using data from State Street. The Public Equity Manager does review monthly
monitoring reports from managers and will compare that to what Callan reports, but the Fixed Income Manager and Alternative
Investments Managers do not.

® In order to verify the accuracy of the methods used, IFS calculated quarterly performance for five investment managers from
various asset classes. We requested daily market values and cash flows from State Street and uploaded the data into our
performance measurement software. The managers selected were:
o Barrow Hanley;
0 Crestline;

0 Lazard Emerging Income;
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0 McKinley Capital; and
0 the total in-house fixed income portfolio.

® Using the Modified Dietz methodology, the returns we calculated matched the returns found in Callan’s performance report for
the quarter ending March 31, 2010. Based on our recalculation, Callan accurately calculates performance.

® We then linked quarterly performance for those same managers over one, three, five, seven and ten year time periods, where
applicable, and compared our results to what was shown in the Executive Summary quarterly performance reports to the Board.
We performed this test to see if Callan was correctly linking quarterly returns on an annualized basis. In all instances, the
performance we calculated corresponded to the figures Callan showed in their performance report.

® For real estate, the external investment managers submit raw data to Townsend who then calculates performance. Once the
returns have been calculated, Townsend will send a draft performance report to ARMB Manager of Real Assets. Townsend does
not calculate performance of the REIT portfolio. We were informed by staff that this is done by State Street. The Manager of Real
Assets will review the draft report to see if the performance looks reasonable and will work with Townsend to resolve any
discrepancies or other related issues.

o Townsend informed us that their performance reports show time-weighted returns using the Modified Dietz methodology, as
described above. While we believe that this is a reasonable methodology, as noted below in Section A.1.b — D. Townsend
Performance Reports, Townsend currently calculates IRRs and should show performance on an IRR basis in addition to time-
weighted rates of return in their performance reports in accordance with CFA Institute recommendations. (See our related
recommendation in Section A.1.b., below.)

o IFS calculated the performance for a sample of mangers in the real estate portfolio. We selected one separate account manager,
one open-end fund, and one closed-end fund. Using the Modified Dietz methodology, the returns we calculated matched the
returns found in Townsend’s performance report for the quarter ending March 31, 2010. Based on our results, in accordance
with Modified Dietz, Townsend accurately calculates performance.
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o We then linked the quarterly performance numbers for those managers over one, three and five year time periods, where
applicable, and compared our results to what was shown in the Townsend performance report. We performed this test to see if
Townsend was correctly linking quarterly returns on an annualized basis. Our findings show that Townsend is linking quarterly
returns in a correct manner.

o It is also noteworthy with regard to Townsend that they have been working with NCREIF’s Performance Measurement
Committee to develop the Real Estate Information Standards (REIS) Manual. “The Performance Measurement Resource
Manual provides guidance on performance metrics commonly used by institutional equity real estate investors in the United
States to promote transparency and calculation consistency.” The Manual is intended to be consistent with GIPS, but focuses
on performance presentation to existing investors.
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Task Area A.1.b.
Investment Performance Reporting to the Board

Background

® Those charged with responsibility for oversight of a sophisticated investment program require clear, concise, consistent reports to
monitor the program’s performance and risk. The reports should be prepared on a regular periodic schedule (e.g., quarterly is
recommended for Board level reports). Key statistics (such as investment rates of return and risk measures, compared to
benchmarks) should be computed or at least verified by a third party, independent of those making the investment decisions
within the program. These reports serve as one of the most important management tools available to those with oversight of the
investment program.

e Informative and useful reports are designed to enable the oversight body to answer a set of key investment questions such as:

0 How does the performance of the investment program and its individual components compare to its objectives (usually
expressed as a benchmark and a relative time period)?

o Is the investment program generating appropriate risk-adjusted returns, compared to stated objectives, typically that of a
benchmark?

0 What are the nature and magnitude of the risks incurred by the investment program and its components?
0 How does the type and degree of risk compare to its benchmark(s)?

® \We believe that the following exhibits should be included in a typical and thorough institutional quarterly performance report as
they will help the user evaluate and understand the performance and risk profile of the investment program:
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1. Market Overview - A general description of recent events that transpired in the capital markets is useful in that it provides
insight regarding both the short and long-term performance of the various asset classes where a fund has made investments.
Typical information included in these write-ups range from broad based index returns to economic statistics such as interest
rates, GDP, employment data, and the current Federal Funds rate.

2. Total Fund Summary Performance - The quarterly report should provide an exhibit summarizing the performance of the total
fund against its policy index. Performance history should include both short, mid and long term performance.

3. Asset Allocation versus Policy Index - These exhibits should document how the total fund’s asset allocation has changed since
the previous time period and how it compares to the fund’s Policy Index. This type of exhibit is important to determine
whether or not a fund is in compliance with its asset allocation policy and whether or not changes should be contemplated
given recent market shifts.

4. Breakdown of each Asset Class by Sub-Asset Class and Investment Manager - The quarterly report should include a page
detailing the allocation to each asset class (and sub-asset class) by investment manager. This exhibit is helpful in determining
which managers will have the largest impact on performance within their asset class as well as the overall distribution across
managers within an asset class.

5. Time Period Performance (Cumulative and Consecutive) - In order to maintain a thorough understanding of investment
performance, it is important to review both cumulative (e.g., YTD, one, three, five, seven, 10 year) and consecutive (i.e.,
individual years or calendar years) time period performance for the total fund, each asset class and each investment manager
compared to their respective benchmarks over shorter and longer time periods.

6. Universe Comparisons (Cumulative and Consecutive) - Universe comparisons provide another tool in evaluating the
performance of the total fund, an investment manager or an asset class. While the oversight body may primarily judge the
manager against its performance benchmark, the addition of a peer universe ranking will inform the oversight body as to how
well their current investment manager compares to other investment options for a particular sub-asset class. This is an
important additional perspective since situations frequently arise where an investment product may outperform its benchmark
but still lag its peers (who are measured versus the same strategic benchmark). Comparisons on a Total Fund basis can also be
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useful for political and economic reasons despite the fact that the peer funds all have different asset allocations so it is not an
“apples-to-apples” comparison.

7. Style Analysis - Style based analysis can be helpful in determining what, if any, particular style bets have been taken in
structuring the asset class level, such as tilting towards growth versus value and small cap stocks versus large cap for equity
managers or short maturity versus long maturity and low credit quality versus high credit quality for fixed income managers.
Style analysis for investment managers and asset classes should be presented on a quarterly basis and preferably over time to
show style drift.

8. Portfolio Characteristics - The quarterly report should include summary characteristics for each manager’s portfolio and asset
class (or sub-asset class) as compared to the benchmark. This exhibit should include metrics such as Price/Earnings, beta,
dividend vyield, average and median capitalization, number of holdings, best and worst performers for equity managers and
duration, yield to maturity, time to maturity, average quality for fixed income managers. Receiving this information for each
investment manager gives the oversight body more insight as to how their investment managers run their portfolios relative to
an objective benchmark as well as how the portfolio is expected to react in certain environments.

9. Risk and Return Analysis - It is important to evaluate performance on an absolute basis as well as a risk-adjusted basis, to
ensure that the fund is following the prescribed investment policy and strategy of the oversight body. The quarterly report
should show risk statistics (e.g., standard deviation) and risk-adjusted returns (e.g., the Sharpe ratio) for the total fund, asset
classes, policy index and asset class benchmarks.

Observations

e Callan generates four reports pertaining to the defined benefit plans on a regular basis: a higher-level summary performance
presentation used for the in-person presentation at the Board meetings (the “Performance Presentation”), a more detailed
performance report to the Board (the “Executive Summary”), an even more detailed supplementary report for ARMB staff (the
“Staff Report™), and a report specific to the private equity program (the “Private Equity Report”). The Performance Presentation
notes that PERS is the only fund shown and is used for illustrative purposes throughout the report. Callan also generates separate
performance reports for the defined contribution plans and the deferred compensation plans.
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ARMB receives Callan’s performance reports in electronic format approximately two weeks prior to their quarterly Board
meeting. Based on our interviews, we were informed that ARMB is currently satisfied with this arrangement.

In general, the quarterly performance reports prepared for ARMB are institutional quality and contain all of the essential
information, such as performance, portfolio characteristics and risk statistics, which are important components for ongoing
monitoring of the portfolio in accordance with best practices.

IFS reviewed ARMB?’s quarterly performance reports and compared their contents to the industry’s “best practices” of investment

performance reporting as described above in the Background section. Set forth below is our evaluation and commentary regarding
whether the ARMB performance reports meet those best practices.

Callan — Defined Benefit Performance Reports

1. Market Overview

The Performance Presentation provided by Callan contains a comprehensive review of the overall financial environment. This
exhibit spans several pages in the Performance Presentation and highlights areas such as asset class performance, sector
performance, currency returns, GDP growth, and other data within the equity, fixed income, and real estate markets.

Additional market commentary on each asset class is also provided in the Executive Summary. These exhibits go into more detail
and delve into topics such as active versus passive management, large cap versus small cap, value versus growth, short versus
long duration, and developed versus emerging markets.

2. Total Fund Summary Performance

Total Fund performance can be found in the Performance Presentation as well as in the Executive Summary.
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The Performance Presentation displays Total Fund performance in the attribution reports and performance is shown for the prior
three month, one year, five year, and seven year time periods.

In the Executive Summary, Total Fund performance is found in the Investment Manager Returns exhibit in addition to the
attribution reports. The attribution reports present performance for the prior three month, one year, three year, five year, seven
year, and 18.5-year time periods (the date Callan was hired and began calculating performance). Not only is performance given at
the individual plan level (e.g., PERS, TRS, etc.), but it is also rolled up and shown for all plans as a single number.

3. Asset Allocation versus Policy Index

The Performance Presentation and the Executive Summary both contain an exhibit showing the actual allocation versus the target
allocation. These exhibits clearly show the percentages for both the actual portfolio and the policy portfolio, the difference in
percentage points between the actual portfolio and the policy portfolio, and the difference in dollar amount between the actual
portfolio and the policy portfolio.

The Executive Summary has an additional exhibit that displays the historical asset allocation for the actual portfolio, the policy
portfolio, and the average public fund sponsor as found in Callan’s universe.

4. Asset Class and Investment Manager Breakdown

For a specific comparison of last quarter’s asset allocation versus the current quarter’s asset allocation of the actual portfolio,
Callan has provided an exhibit called the Investment Manager Asset Allocation. This exhibit lists the percentage and dollar
amount allocated to each investment manager and each asset class and is found in the Executive Summary. The same information
is also provided at the total plan level and for all plans.

5. Time Period Performance (Cumulative and Consecutive)

The Investment Manager Returns exhibit found in the Executive Summary presents performance both on a cumulative and
consecutive basis. Cumulative time periods include the prior quarter, fiscal year to date, and the one, three, five, seven, ten, and
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18.5-year time periods. Consecutive time periods shown are fiscal year to date and the prior nine fiscal years ending June 30"
This exhibit shows performance for the total fund, each asset class, and the underlying managers. If performance history is less
than five years, then consecutive performance is omitted which is in accordance with Callan’s policy.

6. Universe Comparison (Cumulative and Consecutive)

® Universe comparisons can be found in the summary pages of the Executive Summary for each investment manager. We learned
in our interviews that Callan’s universe contains data from Callan’s existing clients as well as from funds that are not a client of
Callan. Callan collects universe information from outside funds by conducting surveys in addition to purchasing third-party data.
Approximately 50% of the plan sponsors in the universe shown in the performance report are Callan’s clients. The summary
pages show universe comparison for both cumulative and consecutive time periods. Summary cumulative and consecutive
performance is also shown for the Total Fund and each asset class in the Performance Presentation.

7. Style Analysis

e Style analysis was not shown in the Executive Summary report but was found in the Staff Report. There is an exhibit showing the
current holdings-based style analysis and an exhibit showing historical holdings-based style analysis. These exhibits clearly do a
good job at showing exposure based on capitalization (i.e., large, mid, small, and micro) and style (i.e., value, core, and growth).
These two exhibits are available for each equity manager and the equity composites, which is appropriate.

e We understand that ARMB can request additional performance information from staff, if desired, but that the amount of detail
already included in the Executive Summary precludes adding more exhibits.

8. Portfolio Characteristics & 9. Risk and Return Analysis

® Within each manager’s summary pages in the Executive Summary we found portfolio characteristics and risk-return metrics. The
portfolio characteristics shown are weighted median market cap, price/forecasted earnings ratio, price/book ratio, forecasted
earnings growth, dividend yield, and the MSCI combined z-score. Not only are these characteristics given for the investment
manager and the manager’s benchmark, this exhibit also lists these characteristics for the peer universe.
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Risk-return metrics shown in the Executive Summary include, but are not limited to, alpha, information ratio, Sharpe ratio, and
standard deviation. Additional risk metrics such as beta, tracking error, and downside risk are provided in the Staff Report.
Similar to the portfolio characteristics exhibit, risk-return metrics are plotted in a graph against a peer universe.

Both portfolio characteristics and risk-return statistics are shown for each asset class composite in addition to the underlying
managers.

Other Observations

We noted above that performance at the individual manager level is shown in the Executive Summary. However, we were unable
to find an investment summary performance page for the TIPS portfolio, which is part of the real assets composite. Similarly,
there is a summary page with investment returns for the REIT portfolio, but performance for the REIT program was not shown in
the Investment Manager Returns exhibit. We recommend including the TIPS portfolio and the REIT portfolio in the Investment
Manager Returns exhibit and we recommend showing an investment summary page for the TIPS portfolio.

Task Area A.1.b. Recommendation 1

ARMB should request that Callan include the TIPS portfolio and the REIT portfolio in the
Investment Manager Returns exhibit and provide an investment summary page for the TIPS
portfolio.

We also learned in our interviews, that some staff members would prefer to see more information regarding the ARMB’s
investments in timberland and farmland. We recommend that the CIO and ARMB staff work with Callan to determine how the
reporting on timberland and farmland can be enhanced.

Task Area A.1.b. Recommendation 2

The C10 and ARMB staff should work with Callan to determine how the reporting on timberland
and farmland can be enhanced.
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B. Callan — Private Equity Performance Reports

Performance for the total private equity program is reported quarterly on a time-weighted basis in the Executive Summary. In
addition to this, Callan provides an annual review and update of the private equity program and the managers within the asset
class (the “Private Equity Report™) every December. Senior staff reported that ARMB is content with the frequency as well as the
content of the private equity reports that they receive.

We learned from our interviews that data at the individual fund level is withheld from the Board reports because of issues that
might arise from Freedom of Information Act requests and public disclosure of private investments. However, if ARMB wanted
to see more detail on one of the managers or one of the limited partnerships, staff has the capability to provide that information.

Staff and Callan also informed us that the annual Private Equity Report is intended to be more of an overview than an in-depth
look at the private equity portfolio. As noted above, staff has access to and can produce more detail on the individual managers
and the total program should ARMB request additional information. Given the stated goal of this report, we note that ARMB
receives slightly less information when compared to other funds with similarly sized private equity programs.

The Private Equity Report starts by reviewing the asset class at a high level in terms of how private equity works. The Report
outlines the various strategies associated with private equity investing, how partnerships are typically structured, and the average
timeline associated with a private equity investment. The next section in the Report is an overview of ARMB’s private equity
portfolio, which is a one page exhibit with data points on the total private equity program. The next section contains market
conditions, and the last section details performance.

In accordance with best practices, performance shown in the Private Equity Report is on an internal rate of return (IRR) basis (as
opposed to the time-weighted performance found in the Executive Summary). The performance exhibits shown in the Report
summarize performance for the two separate account managers and contain the elements that we would expect to find such as
committed capital, paid-in capital, total distributions, IRR, and various private equity multiples.
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® \We note that IRRs are only shown at the separate account manager level (i.e., for Abbott and Pathway) but not at the total fund
level. However, we understand that staff is exploring ways of displaying an IRR for the entire private equity program, and we
encourage staff in their efforts to do so. This will become more important as the internally managed portfolio grows and matures.

Task Area A.1.b. Recommendation 3

ARMB should continue to work with Callan to show an IRR for the private equity program as a
whole.

® The Private Equity Report shows internal rates of return shown for each manager by vintage year, however, it does not include an
exhibit, typically found in other private equity reports, that breaks down performance by strategy (e.g., Buyouts, Venture Capital,
Mezzanine, etc.). The report does have strategy returns for the private equity industry, but not for the ARMB’s managers.

e® Additionally, there is an exhibit that clearly shows how the overall portfolio is diversified by strategy, but in our experience,
private equity reports also typically show how the portfolio is diversified by geography and industry. We recognize that this may
be more information than the Board would like to see, but we believe ARMB would benefit from seeing performance for each
separate strategy, at a minimum, and they should ask Callan to regularly provide this information in the Private Equity Report.

Task Area A.1.b. Recommendation 4

ARMB should ask Callan to provide performance for the private equity program by strategy
(e.g., Buyouts, Venture Capital, Mezzanine, etc.) and to show portfolio diversification by
geography and industry.

e Overall, we find the Private Equity Report to be satisfactory given the amount of time ARMB currently devotes to reviewing the
total portfolio, and it contains the majority of relevant data typically found in comparable reports.
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C. Callan — Defined Contribution Performance Reports

IFS also reviewed Callan’s performance reports for ARMB’s defined contribution plans (the “DC Report”) and determined that
they contain the majority of elements found in a typical performance report for a defined contribution plan. We noted that the
Police & Fire Occupational Death and Disability defined contribution plan was missing from some of the exhibits, but Callan
notified us that these exhibits will include data for this plan going forward. The Board should make a note to expect to this.

The DC Report shows the actual asset allocation, both by dollar amount and percentage, for each of the seven defined
contribution plans. Additionally, there is an exhibit which shows the actual asset allocation, by dollar amount and percentage, for
each of the underlying funds. This exhibit contrasts the distribution of assets by fund in the current quarter versus the distribution
of assets by fund in the prior quarter.

Callan shows performance at the total fund level and at the individual fund level over cumulative time periods. The time periods
shown are as of the most recent quarter, fiscal year to date, most recent year, last three years, and last three and a half years.
These are appropriate time periods given the inception date of the defined contribution program. As the defined contribution
program matures, longer-time periods and consecutive returns should also be shown.

The last exhibit in the DC Report is a profile or summary sheet for each fund. The summary sheet lists the investment philosophy
of the fund, quarterly summary and highlights for the fund, cumulative performance versus the fund’s benchmark and peer
universe, relative returns versus the fund’s benchmark on a quarterly basis, and cumulative returns versus the fund’s benchmark
since inception.

While the DC Report is complete pertaining to performance, we believe that an additional item could be included which would
provide ARMB with helpful information with which to evaluate each individual fund. One of the conclusions in a recent
Morningstar article® is that “[iJnvestors should make expense ratios a primary test in fund selection. They are still the most
dependable predictor of performance.” We agree with Morningstar’s conclusion and believe that the DC Report should include

! http://news.morningstar.com/articlenet/article.aspx?id=347327
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expense ratios for each fund. Given that the funds in the DC Plan are not mutual funds, comparing fees to a category average may
not be a valid comparison. However, showing the total fee can help in the comparison between two funds with similar mandates
(e.g., the S&P 500 Index Fund versus the Russell 3000 Index Fund). Ideally, both the level and types of fees should be shown for
each fund, but at a minimum, we recommend showing the total fee for each fund.

Task Area A.1.b. Recommendation 5
ARMB should ask Callan to display the total fee for each fund shown in the defined contribution
report.

D. Townsend Performance Reports

e The Townsend Group generates performance reports for real estate on a quarterly basis in addition to an annual report to the
Board. Staff reported that ARMB is satisfied with the content and frequency of the real estate reports.

e The quarterly reports contain performance and a variety of characteristics on the ARMB’s public and private real estate
investments. The first exhibit (Portfolio Composition) is an executive summary of the real estate program and shows data such as
performance of the portfolio against various real estate indexes, diversification by style, contribution by style, current market
value and the amount of unfunded commitments. ARMB has a target allocation to real estate of 10% of total plan assets. The
actual allocation versus the target allocation is also displayed in this exhibit.

® The next three exhibits provide more detail for the sub-asset classes and the underlying funds, and data is clearly shown in a
tabular format for each fund, the core portfolio, the non-core portfolio, the internally managed REIT portfolio, and the total real
estate portfolio.

e Performance is shown in the first exhibit. Returns are decomposed into return from income and appreciation for the quarter and
one year time period, and returns are also shown gross of fees and net of fees over the one quarter, one year, three year, five year
and since inception time periods. We recommend that performance over longer periods should be shown for the Individually
Managed Accounts (IMAs) with a track record longer than five years. Additionally, the inception date for each IMA should be
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provided. Presenting the income and appreciation components in addition to the total return figure is in conformance with the
GIPS standards.

Task Area A.1.b. Recommendations 6-7

ARMB should ask Townsend to show the inception date for the IMAs.

ARMB should ask Townsend to show annualized performance for a time period greater than five
years (e.g., seven or 10 years) for the IMAs, where applicable.

Presenting performance as an IRR is not a requirement of the GIPS standards, but it is a common practice in the industry. Both
Townsend and ARMB staff calculate IRRs for the real estate portfolios, but performance in the quarterly Townsend report is
given only as a time-weighted rate of return. The annual report does report some IRRs but only for the Non-Core Portfolio
individual fund investments. We recommend that ARMB ask Townsend to show performance as an IRR in addition to time-
weighted returns.

Task Area A.1.b. Recommendation 8

ARMB should ask Townsend to show performance for the IMAs as an internal rate of return
(IRR) in addition to time-weighted returns.

The next exhibit (Property Diversification) in the quarterly report shows diversification by geography and by property type.
These are metrics that we typically see in other real estate reports and are an effective way of observing if the portfolio or a
manager is concentrated in any particular part of the country or real estate sector. However, ARMB may want to see the same set
of data for the benchmarks. Additionally, ARMB may also want to see further diversification for funds with international
exposure by showing allocation to country.
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Task Area A.1.b. Recommendations 9-10

ARMB should consider asking Townsend to show the country allocation for those managers with
properties located internationally.

ARMB should consider asking Townsend to show property diversification and geographic
diversification for the real estate benchmarks (i.e., NCREIF Property Index and FTSE NAREIT
Index).

® The last exhibit summarizes data related to cash flows. The beginning and ending market values are listed as well as

contributions, distributions, withdrawals, fees, and other relevant data. In addition to showing the allocation to each fund by dollar
amount, in our experience the allocation to each fund by percentage is typically shown. This allows the reader to see which
fund(s) will have the largest impact on the portfolio, and we recommend ARMB consider adding this to the report.

Task Area A.1.b. Recommendation 11

ARMB should consider asking Townsend to show the allocation to each fund (as well as the sub-
portfolios and total portfolio) by percentage.

The annual performance report has an executive summary and a portfolio overview as its first two exhibits. The portfolio
overview contains some of the same exhibits found in the quarterly reports as well as additional pages on performance objectives
and strategic objectives. These first two exhibits are at a high level and summarize the overall real estate program.

The next three sections of the report drill down into the core, non-core and internally managed REIT portfolios and show
performance and universe comparisons for similar funds. The last section provides a snapshot of the separately managed
accounts, and the last exhibit is an overview of the real estate market, which is attached as an appendix to the presentation.

As a whole, we believe the Real Estate reports to be comprehensive and are in line with common practices in the industry.
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Task Area A.2.
Investment Performance Benchmarks

Background

® Performance benchmarks are objective standards used to assist in evaluating a manager or fund’s investment performance. A good
benchmark should have the following characteristics:

0 act as a representative opportunity set;

O be transparent;

0 be objective;

0 be exhaustive; and

0 be composed of investable securities or assets.

e Institutional investors typically use at least two types of performance benchmarks: “policy” benchmarks and “strategic”
benchmarks.

o Policy benchmarks should represent the broad asset class and are used as a reference point against which the investor can
compare its total asset class returns. Published market indices are weighted to create a Policy Index that matches the Fund’s
long-term target asset allocation and the weights remain fixed over time, e.g., a fund with an asset allocation of 60% domestic
stocks and 40% domestic bonds may adopt a policy index of 60% Russell 3000 Index and 40% Barclays Aggregate Bond
Index. Policy benchmarks also help define the types of investment managers that should be used to achieve the investment
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objectives for the asset class and the nature of the manager’s investment mandate. The Policy Index serves as an objective
measure of total fund performance.

o Strategic benchmarks are generally more narrowly defined and typically focus on a particular investment “style” within the
asset class. They more clearly describe the expected range of investment opportunities for a given manager and more
objectively measure the manager’s value added, or the manager’s return independent of its investment style.

= For example, an investor setting a strategic benchmark for a domestic equity investment manager that seeks to purchase
large capitalization stocks that it believes will grow their earnings above the average rate relative to the market (a “large
cap growth” manager) may select a large cap growth benchmark such as the Russell 1000 Growth Index as an appropriate
strategic benchmark.

= Therefore, the manager’s excess return above the “comparable style” strategic benchmark is generally due to its active
decisions as opposed to its investment style being “in favor” relative to a style-neutral strategic benchmark.

e Many funds also (as a matter of policy) establish an "Asset Allocation” index. This is constructed using published market
benchmarks. In contrast to the Policy Index, the Asset Allocation Index’s asset class weights change to reflect the actual asset
allocation of the fund as it "drifts" or as tactical decisions are made to overweight or underweight an asset class. Therefore, this
benchmark adjusts for the asset allocation drift over time. A fund’s excess or under-performance versus the Asset Allocation Index
is mainly attributable to the performance of the underlying investment managers (internal or external).

® Providing appropriate benchmarks for investors is essential for them to make informed investment decisions and to evaluate
performance. The risk of using an inappropriate benchmark is that the investor may not receive an accurate and appropriate
measurement with which to compare its investment performance and/or volatility.
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Observations

1. Defined Benefit Plans

A. Total Fund
® The asset class policy benchmarks and the Policy Index for a total fund would typically be documented in a fund’s Investment
Policy Statement. Since there is not a “total fund” investment policy statement (see discussion in Section B. below), the policy
benchmark for the total fund for all plans except the Military Retirement Plan, as found in Callan’s March 31, 2010 performance
report, is as follows (may not add to 100% due to rounding):
o 30.0% Russell 3000 Index;
o 22.0% MSCI ACWI ex-US Index;
o 14.0% Barclays US Aggregate Index;
o 9.6% NCREIF Total Index;
o 5.0% 3-Month Treasury Bill plus 5.0%;
o 3.2% Barclays US TIPS Index;

o 2.3% MSCI EAFE Index:

“Represents an equally-weighted portion of the private equity policy index.
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o 2.3% S&P 500 Index ;
o 2.3% Russell 2000 Index ;
o 2.0% Barclays Capital Treasury Index;
o 2.0% Citigroup World Government Bond non-US Index;
o 2.0% Merrill Lynch High Yield 1l Constrained Index;
o 1.6% NCREIF Farmland Index; and
o 1.6% NCREIF Timber Index.

® We note that as of July 1, 2010, the Barclays Intermediate Treasury Index has replaced the Barclays Aggregate Index, which
reflects the Fixed Income portfolio’s move from a broad-based fixed income mandate to a Treasury mandate. In our interviews,
we were informed that the total fund policy index will reflect this change.

® \We were also informed that the “NCREIF Total Index” represents the real estate portfolio’s custom benchmark of 90% NCREIF
Property Index and 10% NAREIT Index.

® The policy benchmark for the Military Retirement Plan, as found in Callan’s March 31, 2010 performance report, is as follows:

(0]

27.0% Russell 3000 Index;

"Represents an equally-weighted portion of the private equity policy index.
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o 15.0% MSCI ACWI ex-US Index;

o 40.6% Barclays US Aggregate Index;

o 5.8% Barclays Treasury Index;

o 5.8% Citigroup World Government Bond non-US Index; and
o 5.8% Merrill Lynch High Yield 11 Index.

The policy indexes for all ARMB defined benefit plans use published market indexes and are in line with their respective long-
term target asset allocation. Therefore we find the total fund policy indexes to be reasonable. However, as the asset allocation
policy changes over time, the policy benchmark should be updated to reflect those changes. For example, as participants retire
and exit the legacy defined benefit plans due to state law, which may cause a change in the plans’ liquidity requirements, then the
policy benchmark would need to be updated accordingly.

As mentioned above, some institutional funds use an Asset Allocation index as an additional way to measure the total fund’s
ability to capture outperformance by the underlying investment managers. The Asset Allocation index would consist of the same
indexes found in the policy benchmark, but instead of measuring performance using the static, target weights, the index would use
the actual asset allocation of the fund for each asset and sub-asset class. Instead of using an Asset Allocation index, the
performance reports prepared by Callan show the attribution effects (i.e., impact of stock selection and overweighting/
underweighting of asset classes) for the total fund. While not identical to an Asset Allocation index, we believe that showing
performance attribution is an acceptable substitute.

B. Domestic Equity
As noted above, asset class policy benchmarks are typically found in the fund’s Investment Policy Statement. Since there is no

total fund investment policy statement, the benchmark for the domestic equity pool, as shown in Callan’s Executive Summary, is
the Russell 3000 Index, and the benchmarks for the large cap and small cap sub-asset classes are the S&P 500 Index and the
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Russell 2000 Index, respectively. The Russell 3000 Index covers approximately 98% of the US equity investable universe and is
an appropriate benchmark for the domestic equity asset class. The Russell 2000 Index and the S&P 500 Index are one measure of
performance for the small cap segment and large cap segment of the US equity universe. These respective indexes are also
appropriate benchmarks for the large cap equity pool and small cap equity pool.

SSgA passively manages a mega cap, large cap growth, large cap value, small cap growth, and small cap value portfolio. The
benchmarks for these portfolios are the Russell 200 Index, the Russell 1000 Growth Index, the Russell 1000 Value Index, the
Russell 2000 Growth Index, and the Russell 2000 Value Index, respectively. These benchmarks are appropriate given SSgA’s
mandate.

ARMB uses the Russell 2000 Index to measure performance for its three active small cap core managers: Luther King, Jennison,
and Lord Abbett. We find this to be a common practice within the industry.

QMA and BHMS run two actively managed large cap value portfolios, which are measured against the Russell 1000 value index.
This benchmark is also appropriate given the managers’ style.

The ARMB’s two large cap growth managers are RCM and McKinley. The benchmark for these managers, as found in their
contracts, is the S&P 500 Index and the Russell 1000 Index, respectively. However, the performance reports prepared by Callan
include the Russell 1000 Growth Index as an additional style benchmark in their exhibits for these managers. We learned in our
interviews that staff is working to change RCM and McKinley’s benchmark to a growth-oriented index (e.g., the S&P 500
Growth Index or the Russell 1000 Growth Index). Given that the S&P 500 Index and Russell 1000 Index are typically used to
measure performance for large cap core managers, IFS concurs with staff in their effort to update the benchmarks for RCM and
McKinley.

Callan’s performance report also lists two large cap core managers: Relational Investors and Lazard. We were informed in our
interviews that Lazard is managing a global portfolio (i.e., a domestic and international equity portfolio), but the domestic equity
portion of their portfolio is isolated and measured against domestic equity index for performance measurement (and asset
allocation) purposes. The benchmark used for both Relational Investors and Lazard is the S&P 500 Index, which is reasonable for
these managers.
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C. International Equity

The total international equity pool uses the MSCI All Country World Ex-US Index (ACWI) as its benchmark. The use of the
MSCI ACWI Ex-US Index as a policy index for the total international equity pool is reasonable given the current manager line-
up. This benchmark includes both developed and emerging markets equities. Based on our experience, the majority of funds use
the MSCI ACWI Ex-US Index or the MSCI Europe, Australasia, and Far East Index (EAFE) as their international equity segment
benchmark depending on the structure of the portfolio in question.

Within the total international equity pool are two sub-asset classes: international markets (i.e., developed markets) and emerging
markets. The emerging market pool and its component managers are benchmarked against the MSCI Emerging Markets Index
and the international equity sub-asset class uses the MSCI EAFE Index as its benchmark, which is a reasonable practice.

Five managers comprise the international equity sub-asset class: Lazard, Brandes, Capital Guardian, McKinley, and SSgA.
SSgA manages a MSCI ACWI ex-US IMI index fund and is appropriately benchmarked against the MSCI ACWI ex-US IMI
Index. The remaining managers are actively managed accounts and are benchmarked against the MSCI EAFE Index.

As mentioned above, Lazard manages a global portfolio and Callan separates out the international equity portion of their portfolio
for performance reporting purposes. This portion of their portfolio is measured against the MSCI EAFE Index, but their entire
portfolio is measured against the MSCI World Index. We were informed that at the September 2010 Board meeting, the trustees
approved changing the overall benchmark to the MSCI ACWI ex-US Index. We find both indexes (MSCI EAFE and MSCI
ACWI ex-US) to be acceptable benchmarks.

Based on the information provided in Callan’s Staff Report, McKinley’s exposure to emerging markets as of 3/31/2010 was
28.5% and has consistently been above 20% over the past two years. As of 3/31/2010, the MSCI ACWI ex-US Index contained
22.6% emerging market equities and 77.4% developed market equities, which may make it a more relevant benchmark for
comparison of McKinley’s performance. During our interviews we were informed that staff has held discussions internally about
switching the benchmark from the MSCI EAFE Index to the MSCI ACWI ex-US Growth Index or EAFE Growth Index for
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McKinley. Given McKinley’s disposition to hold a significant amount of equities from emerging market countries, ARMB should
consider adding the MSCI ACWI Ex-US Growth Index as a strategic policy benchmark or making it the primary benchmark.

Task Area A.2. Recommendation 1

ARMB should consider adding MSCI ACWI ex-US Growth Index as a strategic policy
benchmark or making it the primary benchmark for McKinley’s international portfolio.

D. Fixed Income

® The benchmark for the total fixed income pool is 80% Barclays Intermediate Treasury Index, 10% Citigroup World Government
Bond non-US Index, and 10% Merrill Lynch High Yield Il Constrained Index. This is a suitable composite benchmark given the
makeup of managers found within the fixed income pool.

® There are four externally managed fixed income portfolios and three internally managed portfolios within the fixed income
composite. The four external fixed income managers are MacKay Shields, Rogge Global Partners, Mondrian, and Lazard. As of
the time of our review, there were two portfolios internally managed by ARMB staff: an intermediate treasury mandate and an
inflation-linked mandate (the Core Domestic Fixed Income portfolio has been transitioned into the Intermediate Treasury
portfolio). The respective benchmarks for the internally managed portfolios are the Barclays Treasury Index and the Barclays US
TIPS Index, which we believe are reasonable.

e MacKay Shields and Rogge Global Partners are two High Yield fixed income managers. The benchmark for these two managers,
as found in their contracts, is the Merrill Lynch High Yield 11 Index.

® Advent Capital is the ARMB’s sole Convertible fixed income manager, and its benchmark is the Merrill Lynch Convertibles
Yield Alternative Index. It is not treated as part of the fixed income composite.

® Mondrian uses the Citigroup World Government Bond non-US Index as its benchmark, and the Lazard Emerging Income
portfolio is benchmarked against 3-Month LIBOR plus 4.0%. Based on our experience, these are acceptable benchmarks.
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E. Real Assets

The real asset composite is comprised of real estate managers, farmland investments, timberland investments, TIPS and energy
investments.

As documented in the Real Estate Policy, the benchmark for the real estate pool is 90% NCREIF Property Index and 10% FTSE
NAREIT Equity Index. This is reasonable given that the majority of the portfolio is private real estate and a small portion of the
portfolio is dedicated to REITs.

As for the real estate managers, the closed-end fund managers have a benchmark of a net internal rate of return target (e.g., 15%
net IRR target), and the contract benchmark for the open-end fund managers and separate account managers is the NCREIF
Property Index (NPI) or the NCREIF Open-End Diversified Core (ODCE) Index. Townsend informed us that there have been
discussions about switching the core managers’ benchmark from the NPI to the NCREIF ODCE Index. The Property Index is an
acceptable benchmark, but IFS concurs with Townsend in their exploration of replacing the Property Index with the ODCE Index
for commingled core managers. In contrast to the NPI, the ODCE Index measures the effect of leverage, cash, and management
fees and may provide a better comparison for core real estate funds. ARMB real estate separate accounts currently do not use
leverage however, and it may be appropriate to continue to use the NCREIF Property Index as their benchmark.

ARMB internally manages a small REIT portfolio, and the benchmark for this portfolio is the FTSE NAREIT Equity Index. We
find this to be a suitable benchmark.

The Timberland separate account managers are appropriately benchmarked against the NCREIF Timberland Index.

The Farmland separate account managers are also appropriately benchmarked against a custom NCREIF benchmark of farmland
properties (80% row properties, 20% permanent properties) given the structure of the farmland portfolio. While it is part of the
real assets composite benchmark, the farmland benchmark is not separately reported in the performance reports. See
recommendation A.1.b.2. above, regarding enhancing the performance reporting for farmland investments.
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® The return objective for the real asset program as a whole is a 5.0% real return over a five year time period, but the policy index

for the composite is 60% NCREIF Property Index, 20% Barclays US TIPS Index, 10% NCREIF Farmland Index, and 10%
Timberland Index. Because the real estate policy index includes the FTSE NAREIT Equity Index, we recommend including that
index into the real asset policy index (e.g. 54% NCREIF Property Index, 6% FTSE NAREIT, 20% Barclays US TIPS Index, 10%
NCREIF Farmland Index, and 10% Timberland Index).

We understand that the energy investments are part of the real assets portfolio and commentary, although the Alternatives Assets
investment officers have historically monitored the energy fund manager. However, energy investments do not appear to be
covered by any particular policy and are not designated a specific benchmark in policy. The other segments of real assets (Real
Estate, Timberland and Farmland) have their own policy statements. Energy should either be included in one of the existing
policies/guidelines or a separate policy should be developed.

____________TaskAreaA.2. Recommendations23

ARMB should consider adding the FTSE NAREIT Equity Index to the real asset benchmark.

ARMB should ensure that Energy investments, including the designation of their benchmark and
their inclusion in the Real Assets portfolio, are covered by Policy.

F. Alternative Assets

Private equity and absolute return are the two main components of the alternative assets pool. As of the date IFS conducted
interviews, there were five absolute return investment managers and two private equity separate account investment managers.
Some private equity is also managed internally. Corporate governance investments are also grouped in with the private equity
investments.

The long-term policy benchmark for the private equity pool and its underlying managers is the Russell 3000 Index plus 3.5% over
a ten year period (per the Private Equity Policy). However, for shorter-term attribution and reporting purposes, Callan uses a
custom benchmark of 33% S&P 500 Index, 33% Russell 2000 Index, and 33% MSCI EAFE Index. In our experience, using a
broad equity index such as the Russell 3000 Index plus a premium is a typical policy benchmark for private equity.
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The benchmark for the absolute return composite and its underlying managers is the return on the 91-day T-Bill + 5.0%. We also
find using cash plus a premium to be a common benchmark practice for these types of strategies.

Defined Contribution Plans

Participants in the defined contribution plans can choose among 31 options in eight different asset classes. The asset classes
include Money Market, Stable Value, Domestic Fixed Income, International Fixed Income, Domestic Equity, International
Equity, Balanced Funds, and Target Date Funds.

All of the passively managed funds are benchmarked to the appropriate index (e.g., SSgA Russell 3000 Index fund versus the
Russell 3000 Index). The Money Market funds and Stable Value funds have a benchmark of the 90-Day T-B