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State of Alaska 
Department of Revenue 

 

STATE INVESTMENT REVIEW MEETING 
 

November 17, 2021 – 9:30 a.m. 
 

 
Microsoft Teams Meeting Info:  
Click here to join the meeting Call-In: 1-907-202-7104 Code: 642 163 655# 

 

I. Introduction 
Lucinda Mahoney, Commissioner of Revenue 
Zachary Hanna, Chief Investment Officer 
 

II. Performance Analytics 
Scott Jones, Head of Investment Operations, Performance & Analytics 
Hunter Romberg, Investment Data Analyst 
 

III. State Investments 
Steve Sikes, State Investment Officer 

A. September 30, 2021 Performance – Commissioner’s Report 

B. Non-Routine Investments 
 

IV. IAC Comments 
Investment Advisory Council Members 

 
V. Future Agenda Items & 2022 Calendar Review 

Zachary Hanna, Chief Investment Officer  
Alysia Jones, ARMB Liaison 

 
VI. Other Matters for Discussion 

 
VII. Adjournment 

 
 
 

https://teams.microsoft.com/l/meetup-join/19%3ameeting_ZDQ4NjcyYTItNzBjOC00YzY5LWEwZjEtMjE5ZGNiYTk1Zjk4%40thread.v2/0?context=%7b%22Tid%22%3a%2220030bf6-7ad9-42f7-9273-59ea83fcfa38%22%2c%22Oid%22%3a%22dac17604-81be-4238-b38b-21ae537cca3f%22%7d
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Performance 
Methodology
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Daily Performance

• Daily portfolio returns are calculated and stored each day
• Time-weighted rates of return
• Cashflows are adjustments to beginning balances 
• State Street Bank (SSB) valuation

• Pricing is done daily based on an approved pricing matrix between State of Alaska Treasury Division and ARMB and SSB
• Manual trades received by 14:00 EST will be included in the current day’s valuation
• Electronic trades received by 16:59 EST will be included in the current day’s valuation

• Daily benchmark returns are calculated and stored during our month end procedures
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Monthly Performance

• Monthly portfolio returns and benchmark returns are calculated and stored during month 
end procedures

• Geometrically linked daily time-weighted rates of return

• Months with partial performance are excluded from reporting
• Begin and end of life is excluded 

• Ex. New investment mandate for Alaska Commission on Postsecondary Education (ACPE) plan that was funded on July 27th was excluded 
from July performance reporting

• Systematically managed with plan and pool performance exclusions
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Benchmark Performance
• Index data is gathered and uploaded by the 3rd business day following month end

• Plan blended benchmark returns are calculated using approved plan/asset class target 
allocations and are rebalanced accordingly

• Portfolio objects that are assigned benchmark returns
• Managers
• Pools
• Asset Classes
• Plans
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A-P-P 
Application
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A-P-P Overview

• A-P-P – Advanced Performance Processing
• Ever-expanding web-based Treasury application that includes multiple areas
• Hosted on an internally facing web server that is only available to SoA employees (on-prem or VPN)

• Separate servers for (1) production and (2) testing/development (separate environments)
• Restricted server access
• Behind F5 firewall

• Utilizes integrated windows authentication (Active Directory) to manage user access groups 
• Maintained by the Middle Office 
• Reviewed and approved by the Middle Office Manager and Comptroller

• Database servers exclusively used by Treasury
• Separate servers for (1) production, (2) testing, and (3) development
• User permissions are periodically reviewed
• Backups are taken and archived based on OIT’s normal policy

• Automatic logging to audit database
• Logs username, timestamp, task, and details

• Continuity of Operations (COOP) maintenance and testing
• Periodically conduct restorative testing
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A-P-P Advanced Performance Area 
Information Security Management System (ISMS)

ISO 
27001/27002

Separate 
Environments

Authentication

Least Privilege 
AccessLogging

COOP
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A-P-P Advanced Performance Area 
High Level Workflow

Upload Daily 
Files

Run Daily 
Reports

Reconcile 
Daily Reports

Calculate 
Daily 
Performance

Calculate 
Monthly 
Performance
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A-P-P Application Section Presentation 
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A-P-P Advanced Performance Area
Performance

A-P-P Advanced Performance Area Daily Calendar

A-P-P Advanced Performance Area 
Performance Menu



A-P-P Advanced Performance Area 
Daily Files

• Allowed data sources
• Uploaded CSV files 
• Treasury Data files

• Treasury’s centralized data repository
• Automated scripts pointing to FTP servers and shared folders

• File out of sync issues
• A-P-P is missing Treasury Data files
• A-P-P files do not match Treasury Data files

• Maintains history of all files
• Downloadable files
• Ability to reactivate old files

• Distinguishes between system retrieved files and user uploaded files
• User uploaded files are files that were not retrieved from a standard FTP server

• Ex. Utilized when a source reissues reporting via email

• Accepts and flags Working Trial Balance amendment files
• SSB closes the books daily and reserves reissued reports for material amounts and/or dates
• Ex. Dividends received after closing time made it into one set of reports and not in another
• Creates a report warning that requires a user note to resolve
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A-P-P Advanced Performance Area 
Daily Reports

• Requires specific file data formatting
• Provides extra controls that protect against users opening files and causing excel to modify data types 
• Ex. SSB Daily Security Holdings – CUSIP Numbers must start with an apostrophe, be between 3-9 alphanumeric 

characters, and cannot contain spaces

• Report validation
• Ex. SSB Working Trial Balance 

• Report dependency issues (scope limited for presentation) 
• Current day daily reports (SSB and NRS files) must be run before current day Daily Performance report
• Prior day Daily Performance report must be run before current day Daily Performance report
• Subordinate Daily Performance reports must be run before current month Monthly Performance report
• All report warnings must have a user note

• Report outdated issues
• Any daily report using an inactive file 
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A-P-P Advanced Performance Area 
Daily Reconciliations

• Examines different aspects of the daily reports to ensure the data integrity
• SSB – custody bank
• NRS TPA (Northeast Retirement Services Trust Product Administration) – plan accounting
• ALDER (IRIS) – statewide accounting system reporting service (beyond scope of presentation)

• Tolerances are set for each individual reconciliation
• Reconciliation errors are investigated and resolved by Asset Accounting
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A-P-P Advanced Performance Area 
Reconciliations Matrix*
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*Not inclusive of all A-P-P Advanced Performance Area reconciliations, focused on a sample of reconciliations relevant to the performance calculation process.

Source Report Name
SSB NRS

Recon
Security 
Holdings

Working Trial 
Balance (WTB) Pool Balances

Participant 
Balances Plan Totals

Plan 
Transactions

SSB Securities X X

SSB vs NRS Transaction Mapping X X

SSB vs NRS Pool NAV X X X

NRS Calculated Plan NAV Plus Accruals vs 
Plan Market Value X X

Upload Daily Files Run Daily Reports Reconcile Daily Reports



Monthly 
Review
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Commissioner’s Report Review

• SQL Server Reporting Services
• Formal review process

• Focused on 1-month, 3-month, and FYTD performance 
• Compare pool performance with the portfolio workbooks
• SSGA return reconciliation
• Relative performance greater or equal to +/-5bps is always investigated

• Plan Asset Class Attribution (internal only)

• Middle Office review
• Initial review conducted by Investment Data Analyst
• Final review conducted by Middle Office Manager

• Reporting published
• Emailed to Commissioner monthly
• Posted to the Treasury website quarterly
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Attribution Review

• Calculating plan return attribution
• Used to identify the sources of the excess return of a plan against its benchmark in 

order to understand the effects of active investment decisions
• Brinson model (Brinson-Fachler (default) and Brinson-Hood-Beebower)

• Frongello linking algorithm used to link daily return attribution over multiple periods
• Daily net of manager fee returns (default) and gross of manager fee returns
• Timeframe: 1-month, 3-month, FYTD, CYTD, and 1-year
• Reviewed: Monthly and Ad Hoc

• Calculating security return contribution
• Used to identify daily security contributions to manager returns
• Transaction-based returns 
• Currently only calculated for domestic equity (not applicable to Commissioner 

performance) and REIT managers
• Timeframe: Daily
• Reviewed: Ad Hoc
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SSgA Return Review

• SSgA – State Street Global Advisors
• Daily manager returns and benchmarks are received and reconciled to 

internally calculated returns each month
• Domestic equity and international equity portfolios

• Any significant differences are reviewed and discussed with SSgA
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Questions
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State Investment Review Meeting

September 30, 2021 

Performance
October 2021

Steve Sikes, CFA

State Investment Officer

Zachary Hanna, CFA 

Chief Investment Officer

State of Alaska, Department of Revenue



2

Investment Performance

September 30, 2021
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Capital Market Update
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Equity Markets

▪ Equity valuations continue to look high based on historical metrics.  

▪ Current valuations suggest future returns are likely to be on the lower end of historic range.

▪ International equity valuations don’t look as high based on historic averages.  
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Fixed Income Markets

▪ Similar to the equity market, fixed income also looks fully valued.

▪ U.S. Treasury yields are in a negative real rate condition across the curve which is unusual (but not inconsistent with global 

fixed income markets). 

▪ Most spread fixed income sectors are inside 15-year median levels. 
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Monetary Policy Expected to Change

▪ The FOMC and market are expecting the fed funds target rate to increase over the next few years. 

▪ The market is also expecting the Fed to reduce (“taper”) it’s QE bond buying program which has been running at $120 billion 

per month ($80 billion U.S. Treasures and $40 billion mortgages). This is expected to be announced at the November 3rd

FOMC meeting.  
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Jobs, GDP, Inflation

▪ The U.S. economy has shown strong signs of recovery with 

dramatic improvement in the unemployment rate and GDP since 

the initial onset of the pandemic.

▪ Inflation risks are now presenting with year over year inflation 

increases that have not been seen for many years. There is an active 

debate over whether these price increases are transitory or here to 

stay. Inflation pressures are broad, including raw materials, wages, 

shipping, energy, etc. 

▪ Global economies are still being impacted by the stop and start 

economic lurch of the pandemic. Many logistical supply chains are 

still impaired which is also contributing to cost pressures.  

▪ The labor market has recovered but not yet to its pre-COVID 

condition and recent data suggest the labor market may be 

shrinking which would be a constraint on future economic growth.

Source: WSJ

U.S. Unemployment Rate 2000 through September 30, 2021

Consumer Price Index 2010 through August 31, 2021

U.S. GDP Annualized Quarterly Change Dec 31, 2019 through June 30, 2021
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Non-Routine Investments

▪ The Department of Revenue is presented periodically with non-routine investment 

opportunities that fall outside the scope of its existing investment opportunity set. 

▪ The state does not currently have any non-routine investments, and none are 

presently contemplated by investment staff.  

▪ Non-routine investment process summary:

–Document the investment opportunity and determine if it merits further diligence 

and/or if it is more suitable for other funding sources. 

– Seek legal advice on DOR eligibility.

– Seek guidance from external auditors. 

–Use an impartial external expert to evaluate the opportunity and to provide an 

opinion on the investment. 

– Seek advice from the Investment Advisory Council.

–Notify the Office of Management and Budget.

– Complete diligence and investment documentation. 

– Inform the Chairs of the Senate and House Finance Committees of any decision to 

move forward with an investment.
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Questions?



State of Alaska 
Department of Revenue 

2022 State Investment Review Meeting Schedule 

February 15, 2022 (Videoconference) 
1. December 31, 2021 Performance
2. FY2022 Capital Market Assumptions
3.

May 10, 2022 (Videoconference) 
1. March 31, 2022 Performance
2. FY2023 State Asset Allocation Discussion
3.

August 23, 2022 (Videoconference) 
1. June 30, 2022 Performance
2. Asset Allocation Process & 2022 Capital Market Assumptions
3.

October 25, 2022 (Videoconference) 
1. September 30, 2022 Performance
2.

Start times for the above meetings are to be determined. 

Potential Discussion Topics: 
• Endowment-Oriented Accounts, Asset Allocation, and Spending Policy
• Positioning for inflation
• What are reasonable investment objectives?
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