
Memo 
To: Assembly, City and Borough of Sitka 

City and Borough of Sitka 
Finance Department 

From: Jay Sweeney, Chief Financial and Administrative Officer 

Date: April 22, 2015 

Re: Proposal to Engage a Professional Manager for the Sitka Permanent Fund 

Deputy Mayor Hunter and Assembly Members, 

The Investment Advisory Committee is recommending that the Assembly approve the transition of 
the management of the Sitka Permanent Fund to an external Investment Manager, Alaska 
Permanent Capital Management. 

At its meeting on September 25, 2014 (minutes enclosed), the Investment Advisory Committee 
received a presentation from Alaska Permanent Capital Management on the potential advantages to 
be gained through external investment management. After the presentation, I informed Investment 
Advisory Committee members that Sitka was the largest Alaska municipality still managing its 
investments 1 00% internally. Every other larger municipality had engaged professional external 
investment managers. 

After careful deliberation on the matter, the Investment Advisory Committee directed staff to proceed 
with the development of a request for proposals (RFP) for external investment management and the 
solicitation of proposals from qualified managers. 

Staff prepared a detailed RFP, in a similar format to that prepared by other Alaska Municipalities for 
external investment management, and the Investment Advisory Committee met again on February 
13, 2015 (minutes enclosed) to consider the RFP. The RFP form was approved at the February 13th 
meeting, and staff was directed to directly solicit a minimum of five firms for proposals. 

The RFP was put out for proposals on February 19th, 2015, and staff directly solicited proposals from 
eleven separate investment management firms having basic qualifications and experience in 
managing endowment-type portfolios for municipal governments. The direct solicitation involved the 
mailing of the RFP to the eleven firms as well as posting on the Municipal website. 

On the closing date for submissions, four proposals were received, from Vanguard Institutional 
Investor Group; Empirical Wealth Management; PFM Asset Management, LLC; and, Alaska 
Permanent Capital Management, LLC. The four proposals were considered by the Investment 
Advisory Committee at its April 6· 2015 meeting (minutes enclosed). The Investment Advisory 
Committee unanimously voted to recommend the engagement of Alaska Permanent Capital 
Management, LLC to the Assembly as the best qualified proposal. 



I have enclosed key portions of the Alaska Permanent Capital Management Proposal. Key salient 
points are the cost proposal for annual management, $48,067 (see enclosure), and, the investment 
performance Alaska Permanent Capital has achieved was comparable fixed income portfolios (see 
enclosure). 

Staff estimates that the net increase in investment earnings (gross earnings less the management 
fee) to the Municipality through external management of just the fixed income portion of the portfolio 
alone will exceed $100,000. 

Given that the Permanent Fund now distributes more annually to the General Fund, by Charter 
mandate, than its return on investments, Staff believes that transition to external management of the 
Permanent Fund is both prudent and timely. 

Alaska Permanent Capital, LLC is highly regarded within the State of Alaska. Alaska Permanent 
Capital manages a portion of the Alaska Permanent Fund and also manages investments for the City 
of Fairbanks and the City of Kenai. 
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City and Borough of Sitka 
RFP- Permanent Fund Investment Manager 

4 .3LETTER OF TRANSMITTAL 

March 13, 2015 

City and Borough of Sitka 

100 Lincoln Street 

Sitka, AK 99835 

Alaska Permanent Capital Management Company {APCM} is pleased to present our proposal to the City and 
Borough of Sitka, RFP- Permanent Fund Investment Manager. We have carefully reviewed the RFP, including all 
attachments and addendum as well as the referenced Charter and code of ordinances. APCM is an experienced, 
licensed, and insured investment advisory firm that meets the requirements ofthis RFP. 

Specifically APCM has reviewed Section 4.4 A. Minimum Qualifications, and hereby certifies to the City and 
Borough of Sitka that the firm is registered with the Securities and Exchange Commission as an investment 
advisor as evidenced by the attached ADV to this proposal. The firm is licensed by the State of Alaska as 
illustrated by t he attached copy of our business license. APCM exclusively provides fee based investment 
management services and is not a securities broker or dealer nor does it provide custodial services. As our ADV 
shows, the firm has in excess of five years' experience managing portfolios similar in structure to those of the 
City and Borough of Sitka. APCM manages well in excess of the five-hundred million in institutional funds 
threshold set forth in RFP-Permanent Fund Investment Manager as shown not only in the ADV but also Section 
4.4 D. Assets Under Management. The firm certifies that Section 7.0 Insurance Requirements have been met 
and that no conflict of interest exists which would affect the objectivity, analysis and/or performance under this 
RFP and will furnish any necessary documentation the City requires. 

The City and Borough of Sitka, through this solicitation, is seeking to hire an investment manager who will act as 
the City's fiduciary and manage a balanced portfolio of approximately twenty-three million dollars. The 
management of these funds is governed by specific City codes and ordinances which serve as the investment 
policy statement for the Fund and place limitations on those securities which a manager may utilize. The Fund 
can be considered bifurcated between equity and fixed -income components, with the manager responsible for 
managing the allocation within the parameters set forth by the City. The City takes an annual distribution of 
6.0% which is used to defray costs of services for its residents. 

The City has created an Investment Advisory Committee that meets at a minimum quarterly to review the Fund 
and the activities of the manager. The Committee additionally seeks input from the manager on 
recommendations to alter the structure of the Fund to better serve the needs of the City. Should the Committee 
elect to make a change, the recommendat ion is forwarded to the City and Borough of Sitka for consideration. 

In order to effectively manage the total fund, the City needs to reta in t he services of a firm t hat is versed in t he 
fixed-income environment, understands and can implement asset allocation strategies and understands 
portfolio risk. Alaska Permanent Capital Management Company has an audited, GIPS compliant, track record in 
managing balanced portfolios that spans over 10 years. Since the inception of the fi rm nearly two decades ago, 
APCM has been constructing broadly diversified, low cost, efficient portfolios for clients throughout Alaska. 
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APCM is an Alaskan corporation headquartered in Anchorage. The firm is primarily an institutional money 
manager whose core business is providing investment management services to governmental units located in 
the State of Alaska. Ownership of the firm is held by current and former employees of the company, with a small 
portion held in a trust. The firm has 17 employees, four of whom are Chartered Financial Analyst (CFA's). Since 
2005, Evan Rose has been the C.E.O. of the firm . Mr. Rose has an undergraduate degree from the University of 
Oregon and an MBA from the University of Washington. Both Jeff Pantages, Chief Investment Officer of the firm, 
and Brandy Niclai, VP and Portfolio Manager are CFA Institute Charter Holders. Ms. Niclai's principal area of 
concentration is in structuring efficient portfolios such as set forth in this RFP. 

To properly ma!lage an account such as t he City and Borough of Sitka Permanent Fund, a firm must have the 
capability to select and optimize asset classes, execute investable vehicles of those respective classes and 
manage a fixed-income portfolio which includes credit risk. APCM has invested considerable resources in 
acquiring the necessary software and dedicating professional staff to the investment process. Brandy Niclai's 
primary function at APCM is asset allocation and construction of optimized portfolios. Ms. Niclai, a graduate of 
University of Alaska Anchorage, Washington State University and a Chartered Financial Analyst, will serve as co­
portfolio manager on the City and Borough of Sitka account. As a considerable portion of the Fund will be 
invested in fixed-income securities, the ability to analyze and evaluate credit risk will play an important role in 
maximizing return and minimizing risk. Mr. Bill Lierman joined APCM in 2002 and specializes in analyzing credit 
exposure. His primary focus is in evaluating corporate securities and integrating them into a fixed-income 
portfolio. Mr. Lierman received his undergraduate degree from Western Washington University and he is a 
Chartered Financial Analyst. By actively constructing a fixed-income portfolio, as opposed to merely purchasing a 
mutual fund, APCM can specifically tailor the securities to meet the requirements of the City and Borough of 
Sitka and avoid the layering of fees that many mangers utilize. 

The accounting environment is staffed to produce accurate financial records including account performance and 
invoices as set forth in this RFP. The overall reporting system is under the control of Julee Durhsen, a certified 
public accountant. One of Ms. Durhsen's functions is to ensure that performance reporting is properly reported 
and in compliance with the GIPS standard as well as the integrity of the data system used to account for and 
track portfolio activities. She also coordinates the audit of our performance calculations with the Spalding 
Group. Attached is example of our monthly reporting which illustrates performance measurement against a 
benchmark, and an annual report on a similar portfolio which illustrates our completely transparent reporting. 
Ms. Durhsen is a graduate of the University of Houston and is an MBA, CPA and Chartered Financial Analyst as 
well as an Accredited Investment Fiduciary. She reports directly to the Chief Executive Officer. 

Evan Rose is the Chief Executive Officer who is authorized to make representations for APCM. His address is 900 
West 5th, Avenue, Suite 601, Anchorage, Alaska 99501. His telephone number is 907-272-7575 and e-mail 
address is Evan @apcm.net. 

Respectfully, 

Evan D. Rose, CEO 
Alaska Permanent Capital Management Company 
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4.4 MINIMUM QUALIFICATIONS1 PROFILE OF THE INVESTMENT 0RGANIZATION1 TECHNICAL 

QUALIFICATIONS1 AND APPROACH 

A. Minimum Qualifications 

1. Proposer must be registered with the SEC as an investment adviser. 

Alaska Permanent Capita l Management Company (APCM) is a registered investment advisor 
with the SEC. ADV Part I and II are attached in the appendix. The State of Alaska defers 
registration of Registered Investment Advisors who manage over $100 million directly to the 
SEC. 

2. Proposer must be licensed and.properly registered to do busin~ss ~ithin the_State of Alaska 
and, if required, within the City of Sitka. 

APCM holds a business license issued by the State of Alaska which is attached in the appendix. 
If selected APCM will obtain a business license from the City and Borough of Sitka. 

3. Proposer (or affiliates) may not serve in multiple roles as investment manager and securities 
broker custodian. 

APCM would serve only as the Cit y and Borough of Sitka's investment manager. APCM does not 
currently, nor has it ever, engaged in the role of custodian or broker/dealer. 

4. Proposer must have five years experience as advisors with portfolios and municipalities of 
similar size to the City. 

APCM has been advising on municipal portfolios of similar size to the City and Borough of 
Sitka's since the inception of the company in 1992. APCM's specialty has always been 
understanding the unique investment needs of Alaskan governmental entities. As a result of its 
understanding of the intricacies of local and state government, APCM has been continually 
renewed as the investment advisor for the St ate of Alaska's Local Government Investment Pool 
(AMLIP) for the past two decades. 

5. Proposer must have greater than $500 million in institutional funds under management, 
including experience with governmental fund management. 

APCM manages approximately $3 billion in institutional funds. Local and state government al 
fund management has always been the core element of APCM's service to Alaska clients. APCM 
currently manages $2.1 billion for 23 governmental clients. 
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6. Proposer must have no conflict of interest that would affect the objectivity, analysis, and/or 
performance as required by the scope of work within this RFP. 

APCM is unaware of any conflicts of interest that would affect the objectivity, analysis and/or 
performance as required by the scope of work within this RFP. 

7. Proposer must carry insurance in the minimum amounts as set out in Section 7.0 Insurance 
Requirements. 

APCM's insurance coverage exceeds the minimum amounts as set out in Section 7.0 Insurance 
Requirements. 
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B. Organization 

1. Describe your organization, date founded, ownership of your firm and any subsidiaries and 
affiliates relevant to the City. 

Founded in 1992 by Dave Rose, Alaska Permanent Capital Management Company (APCM) is an 
Alaska corporation located in Anchorage. The firm is primarily an institutional asset manager 
whose core franchise is providing investment management services to governmental entities 
located in the state of Alaska. 

The firm has earned a reputation as a conservative investment manager while providing 
exceptional client service. Clients have responded by increasing the amount of assets entrusted 
to the firm from $250 million in 1992 to over three billion dollars in assets under management 
and advisement as of December 31, 2014. 

The sole focus of APCM is on providing investment management services within the state of 
Alaska. In the spring of 2014, APCM formed the subsidiary APCM Wealth Management for 
Individuals (AWMI) which is tasked with meeting the specific financial planning and investment 
needs of private individuals. The APCM parent company remains focused on providing 
investment services to institutional clients. Ownership of the firm is held by current and former 
employees of the company, with a small portion held in a trust . All employees are located in 
Anchorage, Alaska. 

APCM employs one of the most 
experienced investment teams in 

Accreditation 
Number of 
Employees 

Alaska. Client assets are managed by Chartered Financial Analyst (CFA" ) 4 
financial professionals with a 
combined industry experience of more Certified Public Account ant (CPA) 2 

than 250 years. Additionally, three of Certified Financial Planners (CFP®) 3 
APCM's portfolio managers each have 
over 30 years of experience in the Accredited Investment Fiduciaries (AIF) 2 

financial industry. The table to the Charted Financial Consultant (ChFC®) 1 
right summarizes the accreditation of 
APCM's investment staff. 
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2. Have there been any significant changes in ownership within the past five years? 

Ownership changed in 2006 with the death of the firm's founder, Dave Rose. His shares 
transferred to existing shareholders and relat ed trusts. Additionally, a portion of stock was 
transferred to the Chief Investment Officer, as is a regular practice for an investment fi rm to 
align its interests with the best interests of clients. 

3. Are you affiliated with any other companies involved in some component of the financial 
services industry (e.g. brokerage, banking, insurance, mutual fund)? 

APCM has no affi liation with any other financial services company. 

4. Describe your firm's primary sources of revenue, categorized if possible between retail and 
institutional accounts. 

APCM receives 86% of its revenue from institut ional accounts. The remaining 14% is from 
private wealth clients. Please see the chart below for a f urther breakdown of APCM's assets 
under management grouped by client type. 

14% 

APCM AUM by Client Type 

4% 

• Public Entity 

• AK Native Corp 

• Endowment, Foundation, 
or Trust 

Private Wealth 

5. Do you have any sources of compensation other than fees you receive from clients for 
investment management services? If yes, please describe. 

No, 100% of APCM's revenue comes f rom investment management fees paid by current clients. 

6. Do you provide any additional services not covered by the fee quote you have provided 
herein? If so, please describe, including the percentage of revenue derived from non­
investment management activities. 

Although t here is no additional charge, APCM considers itself a partner with its cl ients. As a 
partner wit h fiduciary interests aligned with the client, APCM regularly reviews the client's 
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investment policies, distribution practices, and portfolio allocations. APCM will uti lize the full 
slate of its investment professionals to make suggestions for improving performance and 
safety. APCM provides regular comment ary both on the market and its client s' accounts and 
can present relevant changes in person if necessary. APCM appears at local chambers, rotaries 
and other civic organizations to help increase awareness of events in the investment markets. 
APCM provides all levels of its organization as a resource to its client s. 

7. Does your firm solicit or accept any form of compensation from any service provider under 
contract with the clients to whom you provide investment management services? 

No, APCM does not solicit or accept any form of compensation from any service provider. 

8. Please describe the nature and extent of any "soft dollar" arrangements currently in place. 

One of the ways APCM embraces its responsibility as a fiduciary is by not accepting any soft­
dollar or outside arrangements. The fi rm 's independence serves as an unbiased, conflict free 
foundation upon which its investment philosophy and security selection rests. 

9. Identify and provide background information on the key person or personnel who take the 
most active role(s) in the administration and management of the firm. 

Evan Rose, Chief Executive Officer 

Mr. Rose has been the CEO of APCM and Chairman of the firm's Board of Directors since 2005. 
Mr. Rose has over 27 years of investment industry experience. He has extensive administrative 
experience through his former employment with Dain Rauscher and Pacific Securities where he 
served as Vice President, Corporate Finance. Mr. Rose serves on the Board of the Alaska 
Humanities Forum as its Treasurer and is t he Chair of the Anchorage Museum Board. He is a 
shareholder in the fi rm. 

Education: MBA University of Washington, BS University of Oregon 
License: Series 65 
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Jeff Pantages~ CFA8
1 Chief Investment Officer 

Mr. Pantages oversees all portfolio managers and investment analysts at APCM. He will provide 
direct oversight of the account and will be available for client consultation upon request. His 
professional experience spans over 36 years and before joining APCM he worked as a portfolio 
manager for firms including Prudentiat Mellon Bank, Alliance Capital Management, and Cuna 
Mutual Group. Mr. Pantages is a frequent contributor to such publications as Bloomberg, 
Fortune, The Wall Street Journal and Pension & Investments. He has ext ensive experience 
teaching at the university level on such topics as derivatives and the capital markets. Mr. 
Pantages is a shareholder in the firm. 

Education: MS Massachusetts Institute of Technology, MA University of Wisconsin, 
BA Simon Fraser University 

Accreditation: Chartered Financial Analyst 

Julee Duhrsen1 CPA, CFA~, Chief Compliance Officer 

Ms. Duhrsen is the Chief Compl iance Officer at APCM. She has more than 20 years of 
experience in the financial indust ry through work at a variety of Alaska based entities, includ ing 
over 10 years at APCM. In her role at APCM she oversees the firm's trade settlement and 
operations department. She is also responsible for regulatory compliance and is the liaison for 
APCM's annual GIPS verification by externa l auditors. 

Education: MBA University of Alaska Fai rbanks, BS University of Houston 
Accreditation: Chartered Financial Analyst, Certified Public Accountant, Accredited Investment 

Fiduciary 
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10. Provide an organizational chart. 

Boerd of Directors 

dllef IIWestment M.tleti"' •nd tndwldiNII WHith dlief COmplitlnce 
Oflker Client Relations Calhoe Straub O~er 

J~ Pantaces Lauro Bruce uu" Bfuc:e Julee Duhrsen 

I I 
I 

Portfolio 
MMI ... R 

Investment Oe.W.and Adminlstrltlon 
Admklllt rltlon 

Bert w~cnoo 
AIMIIySt M•n.1er Settlement 

Klm Butler laurie ford Jason ROll\ NIChola Cue 
Amber Fnuell .......... Hot.....,., 

Arlou e. "lett Gail Gerber Wllhotm Lter~mn William COli 

Brandy Nltlal 

11. Provide a copy of the firm's succession plan. 

APCM Succession Plan: The purpose of the plan is to provide continuity for clients in the event 
key personnel are no longer employed by APCM. 

CEO Changes: With respect to the CEO position and the overall leadership of the firm, Evan Rose 
(age 54) is not planning to retire for 10-15 years. Mr. Rose holds a significant equity interest in 
APCM currently. In the event he no longer can work for the firm, the board of directors has 
agreed to choose from either of APCM's remaining senior executives: Jason Roth, SVP or Jeff 
Pantages, CIO, as the succeeding CEO. Both Mr. Roth and Mr. Pantages have over 30 years in the 
investment business and have held significant leadership roles at various organizations. 

CIO Changes: In the event Jeff Pantages (age 60) is not able to work for the firm, Jason Roth, SVP 
and long-time senior officer is already prepared to fill this role . In addition, portfolio managers 
Brandy Niclai and Bill Lierman would be candidates in the pool of successors. 
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Portfolio Manager Changes: All portfolio managers are part of a team of investment 
professionals and members of the investment management committee. It has always been the 
policy of APCM to cross train multiple qualified individuals for each position to provide 
multilayer seamless management for the client. This manager redundancy is tested and honed 
naturally as primary portfolio managers have vacations, train ing and other time away from the 
office. All management is supervised by the CIO in a very hands-on manner. 

From time to time~ the board of djrer:tors wm re view this plan and pos.sJbJy make changes. 

12. Does the finn have a disaster recovery plan in place? 

Yes. please see the full APCM Business Continuity Plan located in the appendix. 

13. What do you consider your firm's strengths and limitations? 

Strengths: 

Size: APCM enjoys a competitive advantage due to the size of the firm. APCM is farge enough to 
empEoy an experien(ed and diverse investment team and has economies of scale large enough 
to purchase the most sophisticated software in the industry. APCM is small enough to take 
advantage of collaboration and t imely idea sharing that is more easily facilitated in a smaller 
firm. Investment philosophy and strategy a re refined \"ia a committee lead by Chief Investment 
Officer Jeff Pantages. Formal meetings to discuss current market conditions are conducted 
weekly and the tactical position of portfolios is reviewed at least monthly. Strategic. allocations 
are reviewed and a mult iday research meeting is conducted annually. 

Regional Knowledge ond Responsibility: APCM is an Alaska Corporation. 100% of its business 
model depends on its reputation in the Alaskan community. Senior members of APCM 
management have held Alaska government roles and know the challenges faced by local 
Alaskan government employees such as budgets, deadlines, ordinances and elections. APOJI 

stands ready to contribute by sharing its experience whenever clients need. 

Fidudoty- APCM .stonds in the d ient's shoes: APCM is a true fiduciary and by that standard is 
a lways required to act in the best interest of the client . Brokers are obligated to a suitability 
standard that only requires an investment be suitable (but not necessarily in the dien~ best 
interest) in regard to price and ot her important factors. 

Focus on after fee returns: APCM focuses on the returns that the client gets to keep (net of all 
fees). This philosophy which is shared v.ith respected finandal minds such as Warren Buffett 
has encouraged us to take a different approach to manager se,ection in t he investment 
management process. The firm utilizes various index funds to gain market exposure which 
provides greater efficiencies and lower costs (\"lithout regard to the fund sponsor). In fiduciary 
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accounts the use of index funds virtually eliminates the manager risk associated with 'old­
school' consultant approaches because APCM does not pick individual active managers. 

Limitations: 

Fiduciary and Conflict of Interest: APCM does not participate in any consultant network 
organizat ions as a matter of principle. The firm does not have soft-dollar arrangements and 
does not gain equipment or free research from such arrangements. This is a common practice 
in the indust ry and does contribute to the bottom line in terms of technology and profitability, 
but in order to guarantee to clients APCM's pure fiduciary management placing them first, the 
firm has not engaged in this type of activity. 
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C. Personnel 

1. Identify the number of investment professionals (portfolio managers, analysts, and 

researchers) employed by your firm, by classification, and specify the average number of 
accounts handled by portfolio managers. Are there any established limits on accounts or 

assets under management? 

• 1 I Avg. # of Accounts 
Portfolio Managers ' Analysts Researchers d b 

Manage y PM 

4 4 3 L 10.5 

Established limits on accounts or assets under management: 

APCM has a long established belief that customer service is paramount, therefore APCM limits 
the number of clients served by each team. Every portfolio managed by APCM is unique in the 

research and analysis required and t herefore the limit is not set by the dollar amount of any 

one portfolio manager's responsibility but rather as designated by the Chief Investment Officer. 
APCM portfolio managers have t he capacity to add additional accounts currently, but the Chief 

Investment Officer has been given the authority to hire new portfolio managers should he and 
the CEO feel the client may be better served. Recently more research staff has been added to 

complement the portfolio management team. 

2. Identify the size and key personnel of your staff committed to public sector accounts, along 
with their credentials. 

As st at ed before, public sector portfolio management is APCM's primary business line and the 
majority of the assets managed by the firm come from t he public sector. Therefore, the bulk of 

APCM's resources are dedicated to this end. Although all investments are vetted through the 

investment committee, three portfolio managers share the majority of th is responsibility, along 
with t wo dedicated analysts and three researchers. Additiona lly, customer service is never 
overlooked at APCM. While any member of the team is able to answer questions, t he Director 
of Client Relations t akes responsibili t y for all client inquires and client request s. A clerical team 

support s all operations. 

Alaska Perme1nent Capital Management 12 



City and Borough of Sitka 
RFP- Permanent Fund Investment Manager 

3. 

The public sector personnel are listed in the matrix below, full biographical information is 

included in the appendix: 

I 

1 
Name Function Experience Credentials I Education 

I CIO/Sr. Portfolio I 
MS - M.I.T, MA - U of 

Jeff Pantages 36 years CFA Wisconsin, BA- Simon 
Manager Fraser 

1 Jason Roth 
Portfolio Manager, 

30 years BS - U of Arizona 
Fixed 

r 
Laura Bruce 

Director of Client 
22 years 

I 
CFP,ChFC BBA - U of Wisconsin 

Relations 

Julee Duhrsen 
Compliance & 

20 years 
CFA, CPA, MBA - UAF, 

Operations AIF BS - U of Houston 

Portfolio Manager, 
BBA - Western 

Bi ll Lierman Fixed/Trader/ 12 years CFA 
Washington University 

Researcher 

Portfolio Manager, 
MBA - U of Alaska, BA 

Brandy Niclai 15 years CFA - Washington State 
Equity University i 7 years l Nicholas Case Researcher BBA- UAA 

I 
How many Investment Professionals has your firm gained or lost in the past three years? 

APCM has added three full-time staff member to the team in t he last three years. APCM does 
offer several temporary internship opportunities for Alaskan students. 

2013 2014 2015 YTD 

1 2 0 

Departures 0 0 0 
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D. Assets Under Management 

1. Summarize your total assets under management over the past five years. Specify what 
portion of these assets consisted of governmental funds. Identify separately what portion 
was invested in equity versus fixed income assets. 

Other Total 

$2,346 $660 $3,006 

$2,146 $634 $2,780 

$2,051 $567 $2,618 

$2,023 $440 $2,463 

$1,836 $389 $2,225 

Fixed Income Equity Total 

$2,555 $451 $3,006 

$2,366 $414 $2,780 

$2,296 $322 $2,618 

$2,204 $259 $2,463 

$1,973 $252 $2,225 
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2. Identify the types of accounts primarily managed by your firm. 

APCM primarily manages two different types of institutional accounts; these are actively 
managed fixed income portfolios and asset allocation accounts. Fixed income portfolios can 
span all areas of the U.S. investment grade market while asset allocation accounts consist of a 
blend of up to 11 different asset classes. 

3. List your five largest clients or most representative governmental clients. 

APCM's 5 Most Representative Clients by Assets 
in millions of$ 

Client 1 

Client 2 

Client 3 

Client 4 

Client 5 

Municipality of Anchorage 

City & Borough of Juneau 

City of Va ldez 

City of Fairbanks 

City of Kenai 

4. Identify in the table below the number of clients gained and lost over the past five years. 

Assets 
Number 

Assets 
($millions) ($millions) 

4 $51 1 $5 

3 $13 7 $54 

1 $9 6 $100 

0 $0 7 $136 

2 $8 6 $37 

Please discuss the reasons for accounts indicated as lost in the table above. 

All client s lost either decided to seek other management or brought the funds under internal 
control. 
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E. Investment Management Approach and Discipline 

1. Briefly describe your firm's investment philosophy. How has this philosophy changed over 
time? 

APCM's Investment Philosophy is a set of guiding principles that inform and shape the firm's 
investment decision making process. This philosophy is based on the belief that markets are 
mainly efficient and that it is difficult to "time the market" by forecasting movement and 
direction. 

Asset 
Allocation 

Focus on what 
you can control. 

Fees and 
Expenses 

The firm's investment philosophy was derived from the following empirica l research. 
Brinson, Hood, and Beebower {1986) and Brinson, Singer, and Beebower (1991), 
lbbotson/Kaplan (2000) offer statistical evidence for the importance of asset allocation. 

• Several studies report that asset 
allocation may account for more 
than 90% of the return of a portfolio 
compared to the policy portfolio.* 

• The initial strategic allocation among 
asset classes is more important than 
choosing the actual stocks and 
bonds that you will own. 

• In our role as fiduciary, we employ 
over 250 years of experience in 
helping our clients make this 
important decision. 
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These studies have concluded that the most important decision is se lecting the mix of assets to 
be held in a portfolio, not selecting t he individual invest ments t hemselves. 

Market efficiency suggests that at any given t ime, prices fu lly reflect all available informat ion. 
Thus, overtime, it is difficult for active managers to outperform respective market indices. S&P 
Indices Versus Active (SPIVA) measures the performance of act ively managed funds against 
relevant S&P index benchmarks. Below is a summary of the latest findings. 

Percentage of Equity Mut ual Funds that Outperformed t he Index 

100% 

75% 

SO% 

30% 

25% 
13% 12% 12% 

0% - -All Large Cap Funds All Mid Cap Funds All Small Cap Fu nds International Funds 
S&P 500 S&P400 S&P 600 S&P 700 

Over a 5 year period ending June 30, 2014. Equal weighted. Net Returns. Data: Standard & Poor's 

Thus, APCM recognizes that selecting an appropriate asset allocation and controlling expenses 
are two key pillars of a successful investment strategy. This philosophy has not changed over 
t ime. 

2. Describe how your firm organizes its investment management process. What oversight is 
provided to portfolio managers? 

Each portfolio has a primary portfolio manager and an assigned co-portfolio manager. While all 
t he investment professionals at APCM are part of a team and act collaboratively, accountability 
is assigned to the particular manager of an account who is responsib le for the results and 
relationship with that client. The Chief Investment Officer reviews each portfo lio monthly to 
verify it is in compliance with the respective investment pol icy. Additionally, compliance reports 
are produced monthly to fu rther ensure t hat the portfolio is in compliance with t he respective 
investment policy. For the City of Sitka's account the portfolio manager wi ll direct either the 
fixed-income desk or equity t rader to execute t rades in t he portfolio. Each and every trade 
involves at least two investment professionals. 
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3. Does your firm have an Investment Committee? If so, how does it operate and what are its 
responsibilities? 

The firm has an investment committee which meets monthly. However, during periods of 
heightened market volatility the committee meets more frequently. Meetings usually cover two 
sessions looking at equity and fixed-income respectively. Equity and allocation decisions are 
taken first followed by a detailed review of fixed-income. The Investment Committee is chaired 
by the Chief Invest ment Officer and includes portfolio managers and senior analysts. 

4. What factors would typically form the basis for a recommendation to change the Fund's asset 
allocation Policy? 

The long term st rategic asset allocation decision incorporated into the investment policy 
statement will be the main driver of returns. Changes to asset allocation would be initiated by 
changing client circumstances and/or developments in the investment environment. 

The key inputs for determining the correct asset allocation are summarized by the acronym 
TREAT. 

Factors 

Time Horizon 

Risk Tolerance 

Expe<:ted Return 

Asset Class Preference 

Tax Status 

Alaska Perm~nent Capital Management 

Risk 
Spectrum 

Client 

Perpetual 

Commensurate with Return Objective 

Distributions + Inflation + Expenses 

U.S. Bonds, U.S. Equities, lntemotional Equities, RE/Ts, Commodit ies 

Tax Exempt 
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TREAT factors are defined and monitored throughout APCM's four step portfolio management 
process. 

De/IM l~tgoo/s 
ond ob)«thles wlthltt on 
ltrwstm~t policy statement 

Approtllng on approprlote 
asset oHocotlon strategy 

PLAN 

t 
ANALYZE 

Devt!lop optimal portfoliOS 
that capitofizt! on 

investment philosophy 

Collaborative Process 
Led by Assigned 

Portfolio Managers l 
Regular communication 
and reporting with GIPS• 
compliant performance 

REVIEW IMPLEMENT 

Annual review of asset allocation 
and capitol market assumptions 

....., Invest funds and manage 
based on client needs with modest 

tilts given market environment 

APCM assists clients in determining the appropriate return and risk factors by providing annual 
capital market assumptions. Each year, APCM generates long term (7+ years) risk/return 
estimates for 11 asset classes through a combination of experience based and statistical 
methodologies. These projections connect the investment policy with real world views and 
serve as a cornerstone for strategic planning. The process allows client's to evaluate ex isting 
asset allocations and answer questions such as: 

• Do expected returns meet required returns? 
• Does the portfolio maximize return for a given level of risk? 
• Is the client comfortable with the level of risk? 

Because of the importance that asset allocation has in determining the success of an 
investment strategy, APCM spends considerable time to ensure the initial asset allocation is 
appropriate. Should there be changes to any key TREAT inputs, APCM would work with the City 
and Borough of Sitka to evaluate the implications and necessary asset allocation modifications. 

5. Does your investment management process make use of market timing with regard to the 
allocation and movement of monies among the various asset classes employed? 

Studies continually show that asset allocation is the primary driver of returns, and market 
timing and manager selection add very little value and/or detract from performance. Therefore, 
APCM does not try to time the markets. The firm's discipline allows it to tactically deviate from 
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strategic benchmarks when it has strong indications that the odds are heavily in our favor. A 
look at three, five and ten year track records of the universe of active managers reveals that the 
vast majority under-perform their benchmark. A market timing strat egy requires that one make 
not a single correct decision but two. When to buy and when to sell. 

6. What is your firm's experience in developing investment policies and portfolio management 
guidelines for governmental funds? 

APCM has extensive hands on experience in developing investment policies for state and local 
entities in Alaska. APCM has presented "Investment Best Practices for State and Local 
Governments" for local audiences (AG FOA and AML) and national audiences (GFOA and the 
Northwest Regional Finance Directors Association). The firm is an acknowledged expert in the 
field . 

APCM works closely with each and every client to develop a written investment policy 
statement that establishes the ent ity's particular level of risk tolerance and provides the 
investment manager with criteria that govern how the funds will be invested. APCM has helped 
draft investment policy statements across the risk spectrum from very conservative short-term 
fixed income mandates to asset allocat ion plans covering numerous asset classes. It is an 
interactive process. 

When working with governmenta l units it is important to understand that the process is 
different than working with a private company. The consideration and adoption of an 
investment policy by a governmental unit will normally involve the finance department, a sub­
committee of either the council or assembly and finally action by the respective governing 
body. Changes and explanations can be extensive and the ability to communicate and explain 
the impact of various changes is critical and is aided by in person presentations. APCM has done 
this dozens of times. 

It is worth noting that an investment policy should not be considered a static document . At 
least once a year t he policy should be reviewed by the client to make sure it is still providing the 
function as originally int ended and is up to date with changes that may have occurred in the 
securities indust ry. 

7 . Within the City's current investment policy, what if any, changes would you recommend to 
exceed current benchmarked rate of returns? 

After reviewing the Charter and Code, APCM has several recommendations regarding the 

current investment policy statement which we believe would enhance the risk adjusted return 

of t he portfolio. As an example, for equity exposure the policy is restricted to mutual funds only 

and consideration should be given to util izing exchange traded funds (ETF'S) for efficient 

exposure to the various asset classes. The goal is to obtain the asset class exposure at the least 
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internal expense, resulting in a more efficient portfolio. Additionally APCM recommends the 

portion of the policy dealing with fixed-income securities needs to be updated. With the 

primary goal of growth of the permanent fund over time, restricting fixed-income to AA- or 

better places a distinct constraint on realizing this objective. In addition 4.28.060(B) and 

4.28.110 could be updated to reflect investment practices which have evolved in the decade 

since adoption of the current policy. As an aside, it appears there may be a cross-reference 

problem in that 4.28.060(8) does not include agency debt unless it is construed as a 

4.28.060(8)(5) (Corporate Debt Securities) which is not the industry standard. 

Additionally, APCM would like to open discussions with the City on the expected return under 
the Assets Mix Policy for the Permanent Fund (4.28.120) in relationship to the 6% distribution 
mandate set forth in the Charter. Given our reading of the Charter we would like to discuss with 
the City if the current allocation meets the mandate of growth of the Permanent Fund given the 
6% distribution. 

8. Provide the process you would follow for recommendations to change City investment policy. 

APCM has reviewed the City and Borough of Sitka's investment policy statement and 
referenced charter which applies to the investment of operating funds and longer term funds, 
including the Permanent Fund. Preliminary analysis indicates that some opportunit ies to 
improve benchmarked rates of returns may exist. To confirm this analysis, APCM would work 
with the City and Borough of Sitka through the investment process depicted below. 

De/iM iiWsfment goo s 
ond obj«tive WJthm o 
1~nt pol cy stotr~Mnt 

Apprcwmg an oppropnot~ 
oss~t oNocotion stro~gy 

PLAN ANALVZE 
~~ cloo op:mol portfol•os 

that cop!tai•ZI! on 
•nvcstmrot pholos ophy 

Collaborative Process 
Led by Assigned 

Portfolio Managers l 
Reqvlar communicot.on 
and reportmq w•th Gil'S" 
cornplio,.t p-:!r{rmnance 

REVIEW 

Annual rev•ewof asset o•.'o:at•OI' 
and cop•tOI' ml](ket ossl)mp:,ons 
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The process begins with either the initial creat ion or a review of an existing investment policy 
statement (IPS). The IPS is a critically important document that out lines investment goals, 
objectives, and constraints, whi le serving as a risk control document during t imes of market 
volatility and stress. A complete IPS would typically include clear definitions for the following 
items: 

Objectives 

Return objective 

Risk object ive 

Constraints 

Liquidity 

Time horizon of invested assets 

Tax status 

Relevant legal or regulatory 
circumstances 

Unique circumstances 

APCM provides an initial review of the IPS and annual reviews thereafter to ensure t he 
document is current and reflects any changes in client circumstances. 

In the analysis phase of the portfolio management process, APCM's investment committee 
utilizes quantitative and qualitative methods to develop capital market assumptions on which a 
series of optimized portfolios are based. APCM maintains five model portfolios with equity 
exposures that range from 25% to 85%. Depending upon the specific needs of a client, those 
model portfolios can then be customized to fit given goals or const raints. 

After the IPS has been developed and an appropriate asset allocat ion has been selected, the 
process moves through to implementation. APCM gains exposure to each underlying asset 
class t hrough low cost mutual or exchange traded fund s. APCM's goal is to identify low cost 
vehicles that provide systematic exposure to the appropriat e asset class as modeled. This 
reduces the additional layer of active manager risk, which is generally not int egrated into the 
asset allocation modeling. 

APCM's fund selection and review process is a combination of in house research and analysis 
provided by an independent third party. A broad range of detailed and often difficult to obtain 
data points are aggregated into three scores. 

1. Efficiency - Does the fund deliver on its core promise to investors without undue costs 
or risks? 

2. Tradability - Can you get a fair deal buying or se lling the fund in the open market? 
3. Fit - How does the fund's portfolio compare with the core investment theme suggested 

by its stated objective? 
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Once the individual funds have been selected, client assets are invested given the parameters 
of the asset allocation previously selected. APCM seeks best price and execut ion in trading all 
securities within the portfolio. The firm has access to sophisticated electronic trading platforms, 
established relationships with liquidity providers and is versed in the best practices for 
executing ETF orders in the markets. These resources and experience help to make trading 
efficient and further reduce costs for clients. 

The review phase of the process is not the final stage, but rather a critica lly import step that 
provides the opport~nity to reflect on the outcomes of the prior three stages. The goal of the 
review phase is to clearly evaluate the effectiveness of these previous steps and then make any 
necessary changes for improvement. 

There are several different aspects to the review process, the first of which is the reporting 
packets sent to clients every month. This provides clients with the ability to stay up to date with 
the developments of the portfolio and the level of return that is being realized. APCM provides 
performance that is measured relative to t he appropriate customized benchmark and is 
compliant with the Global Investment Performance Standards (GIPS~) . This standard in 
reporting assures the client of uniform practices and is mandated by most large investment 
funds around the nation including the Alaska Permanent Fund. APCM's performance 
methodology is verified annually by the Spaulding Group. 

The review process is then further supplemented by regular in-person meetings with clients. A 
portfolio manager(s) assigned to Sitka's account would provide results and feedback 
throughout this process during in-person presentations. 

On an annual basis APCM conducts a comprehensive asset allocation review. This is when the 
firm reviews its capital market assumptions, evaluates the current investment opportunity set 
to consider any changes to asset class exposure, and also compares its current ETF and mutual 
fund holdings to other available options. APCM then presents the findings of this review to 
clients and provides updated projections on the portfolio's expected return and risk. This allows 
clients the opportunity to reaffirm an existing allocation or make adjustments given a change in 
objectives or constraints. 

9. How are portfolios managed (e.g., team, individual manager)? Provide biographical 
information on the investment professional(s) who will be directly responsible for managing 
the Fund. What is the back-up when the manager is away? 

Asset allocation accounts have two primary portfolio managers who are responsible for the day 
to day management of the investment portfolio. 

The following two portfolio managers will have primary responsibility over Sitka's account: 
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Brandy Niclai, CfA®, Vice President and Portfolio Manager 
Ms. Niclai has over 15 years of investment industry experience. She is part of the collaborative 
investment team that generates asset allocations, selects investment vehicles, and directs 
investment policy for the firm. Ms. Niclai's area of expertise is asset allocation and she brings to 
the team extensive knowledge on asset class movement and portfolio optimization. Before 
joining the firm in 2005, Ms. Niclai worked as a financial advisor at Wachovia Securities. She is a 
shareholder in the firm. 

Education: MBA University of Alaska, BA Washington State University 
Accreditation: Chartered Financial Analyst 
License: Series 65 

Bill Lierman, CFAe, Vice President and Portfolio Manager 
Mr. Lierman's focus is on U.S. Treasury, agency, mortgage backed securities and structured 
products. He has over 12 years of investment experience. He specializes in the management of 
short to medium term portfolios with an emphasis on those requiring a high degree of 
unknown and varying cash flows. Mr. Lierman joined the firm in 2002 and is a shareholder in 
the firm. 

Education: BA Western Washington University 
Accreditation: Chartered Financial Ana lyst 

The ent ire asset management process is fo rmulated by APCM's Investment Committee, which 
is chaired by the firm' s Chief Investment Officer. Informat ion on the remaining investment 
committee members is listed below. 

Jeff Pantages, CfA®, Chief Investment Officer 
Mr. Pantages oversees all portfolio managers and investment analysts at APCM. He will provide 
direct oversight of the account and wi ll be available for client consultation upon request . His 
professional experience spans over 36 years and before joining APCM he worked as a portfolio 
manager for firms including Prudential, Mellon Bank, Alliance Capital Management, and Cuna 
Mutual Group. Mr. Pantages is a frequent contributor to such publications as Bloomberg, 
Fortune, The Wall Street Journal, and Pension & Investments. He has extensive experience 
teaching at the university level on such top ics as derivatives and capital markets. Mr. Pantages 
is a shareholder in the fi rm. 

Education: MS Massachusetts Institute of Technology, MA University of Wisconsin, BA Simon 
Fraser University 

Accreditation: Chartered Financial Ana lyst 
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Evan Rose, Chief Executive Officer 
Mr. Rose has been the CEO of APCM and Chairman of the firm's Board of Directors since 2005. 
Mr. Rose has over 27 years of investment industry experience. He has extensive administrative 
experience through his former employment with Dain Rauscher and Pacific Securities, where he 
served as Vice President - Corporate Finance. Mr. Rose serves on the Board of t he Alaska 
Humanities Forum as its Treasurer and is the Chair of the Anchorage Museum Board. He is a 
shareholder in the firm. 

Education: MBA University of Washington, BS University of Oregon 
License: Series 65 

Jason Roth, Senior Vice President and Portfolio Manager 
Mr. Roth has over 30 years of investment experience. He specializes in credit evaluation and 
risk exposure. His focus is on managing long duration portfolios and credit exposure. Before 
joining the firm in 2011, Mr. Roth was the Chief Financial Officer for Fi rst National Bank Alaska 
and was responsible for managing the bank's investments with an overall value of $1.2 billion. 

Education: BS University of Arizona 

Nicholas Case, Senior Investment Analyst 
Mr. Case provides research and analytical support to all portfolio managers. He has over 7 years 
of experience in the investment and financial industry. Prior to joining the f irm in 2008, Mr. 
Case was a cla ims assistant at a third party insurance adjuster. He is a level Ill candidate in the 
CFA program. 

Education: BBA University of Alaska Anchorage 

10. Is there a firm-wide investment process or is the process dependent on the particular 
portfolio manager's style and outlook? 

APCM has a firm-wide investment philosophy that is the foundation for t he construction of all 
portfolios it manages. Additionally, the firm has developed policies and constraints that guide 
its risk-controlled framework. The investment committee sets tactica l parameters based upon 
its evaluat ion of the marketplace. The portfol io management staff applies these guidelines 
within the framework of each individual portfolio. 

11. Using the City Charter and SGC describe your understanding of the restrictions on the types of 
investments authorized in relation to the Managers' investment authority. 

The following is a summary of the restrictions on the types of investments authorized in 
relation to t he Managers' investment authority as outlined in t he City Charter and SGC. 
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Investments of the pooled investments and the Permanent Fund of the city and borough have 
the following restrictions the Managers' must adhere to: 

1. Investments in any security with a variable or floating interest rate are prohibited. 
2. Investments may not be invested in securities which are termed "Private Placements." 
3. Downgraded securities one grade below the minimum allowable credit rating, will be 

reviewed by the investment committee to determine the action needed to prevent further 
losses. 

4. Leverage is prohibited 
5. Pooled investments are further restricted as indicated below. 

a. Weighted average maturity or life of 5 years 

The investment manager must adhere to the following asset mix policy for the Permanent 
Fund. 

0 5 25 

25 35 45 

20 25 30 

20 25 30 

0 10 15 
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I. Performance and Reporting 

1. For the time period 12/31/10 through 12/31/14, provide relevant performance data, on both 
a total portfolio and equity-only and fixed income-only basis for at least five clients compared 
to industry averages and the client benchmark(s). Please specify if the performance reported 
is gross or net of fees and, if net, specify the nature of the fees that have been taken out. 

5 Year Annualized Returns Through December 31, 2014 

Client 
Account 

Benchmark (%) Peer Return (%) 
Performance (%) 

Total Portfolio 10.99 10.77 9.26"* 

1 Fixed Income 3.67% 3.54% 

Equity 14.23% 14.32% 
-

Total Portfolio 10.42 10.31 9.26** 
-

2 Fixed Income 3.62% 3.51% 
-

Equity 13.32% 13.56% 
-

Total Portfolio 8.84 8.62 9.26-· 

3 Fixed Income 4.59% 4.75% 

Equity 11.58% 11.18% 

Total Portfolio 8.71 8.41 6.77" 

4 Fixed Income F 4.31% 4.18% 

Equity 11.76% 11.35% 

Total Portfolio 8.32 8.27 6.77* 

5 Fixed Income 4.81% 4.57% 

Equity 11.92% 12.86% 

All Returns are Net of Internal Fund Fees. APCM Accou nt Performance is Gross of Management Fees. 

*Morningstar Conservative Allocation Category 20-50% Equity Allocations 

**Morningstar Moderate Allocation Category 50-70% Equity Allocations 
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2. Does your firm track composite performance of accounts invested in the various strategies 
offered? If so, are such composites calculated in compliance with GIPS standards? 

APCM complies with the Global Investment Performance Standards (GIPS). As such, composites 
that correspond with like-strategies are maintained. Composite performance and a list of 
composites are available upon request. 

3. For the past five years, provide a review of your firm's performance relative to peer groups, 
specifically noting periods of substantial outperformance or underperformance and the 
reasons for such. 

As indicated in Section I, question 1 of this RFP APCM outperformed the peer group in four out of the 
five specified accounts. This outperformance ranged from 1.16% to 1.94%. Below is a list of primary 
explanations for this outperformance. 

• Peer groups can suffer from a va riety of biases. This particular comparison could be impacted by 
composit ion bias. The APCM accounts have strategic target equity exposure of 55% or 70%. The 
Morningstar peer group definitions do not have the exact same composition of equities to f ixed 
income. The Morningstar Conservative Allocation Category has equity allocations of 20-50% 

while the Morningstar Moderate Allocation Category has equity allocations of 50-70%. 

Identifying a precisely relevant peer group is a common issue associated with peer group 
performance comparisons. 

• The equity exposures of all of t he APCM accounts are index funds. Research indicates that 
overtime; it is difficult for act ive managers to outperform their respective indices. As indicated 
in Section E question 1 of this RFP over the previous five years, only 13% of active large cap 
managers outperformed the index. The Morningstar peer group includes active managers which 
have underperformed the index funds utilized by APCM. 

Note that as indicated in Section I, question 1 of this RFP the account performance relative to the 
benchmark performance exhibits a much smaller dispersion than the peer group comparison. This 
occurs because APCM defines re levant account benchmarks in advance which follow the cr iteria listed 
below. 

• Representative of the asset class or mandate 
• Investible (e.g. a viable investment alternative) 
• Constructed in a disciplined and objective manner 
• Formulated from publicly avai lable information 
• Acceptable by the manager as a neutral position 
• Consistent with underlying investor status (e.g. regarding tax, t ime horizon etc.) 

The establishment of a proper benchmark provides APCM's clients with an important tool to aid in t he 
planning, implementation and review of t he investment policy. The benchmark also provides a tool for 
clients to assess and compare account performance and r isk. 
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4.5 REFERENCES 

Provide at least three current client and three former client references (comparable sized accounts); 
including length of time you have managed their assets, client name, contact person, address, and 
phone number. In addition, please indicate if your performance was measured against a benchmark. 

I APCM References 

L 

Client Name 

Aleutians East 
Borough 

City of Fairbanks 

City of Kenai 

Alaska Housing 
Finance 
Corporation 

Kenai Peninsula 
Borough 

Koniag Education 
Foundation 

205 
9503 

Contact 

Rick Gifford 
Administrator 
3380 C Street Ste 
Anchorage, AK 9 
907-274-7566 

James Soi leau 
Chief Financial 0 
800 Cushman St 
Fairbanks, AK 997 
907-459-6715 

Terry Eubank 
Finance Director 
210 Fidalgo Ave 
Kenai, AK 99611 
907-273-7535 

Joe Dubler 

fficer 

01 

fficer Chief Financial 0 
PO Box 101020 
Anchorage, AK 99 
907-330-8394 

Craig Chapman 
Finance Director 
144 N. Binkley 
Soldotna, AK 996 
907-714-2171 

Tyan Hayes 
Executive Directo 
4241 B St. 303B 
Anchorage, AK 99 
907-562-9093 

510 

--

69 

--
r 

503 
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length 

Opened: 6/1993 

21 yrs 9 months 

. 
Opened: 1/1998 

17 yrs 1 month 

Opened: 9/2008 

6 yrs 6 months 

Opened: 6/1997 
Closed: 5/2013 

15 yrs 11 months 

Opened: 7/2003 
Closed: 12/2009 

6 yrs 5 months 

Opened: 6/1999 
Closed: 1/2006 

6 yrs 7 month 

Benchmark Type 
-

Current 
Yes 

Client 

. 
Current 

Yes 
Client 

I 

Current 
Yes 

Client 

Yes 
Former 
Client 

-- -

Yes 
Former 
Client 

r Former 
Yes 

Client 

L - -
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City and Borough of Sitka, Alaska 
ATTACHMENT "A" 

RFP -PERMANENT FUND INVESTMENT MANAGER 
COST PROPOSAL FORM 

In submitting this proposal, we certify that we have examined the specifications documen'ts, have received Addenda 
Nos. _ ___ , and have included their provisions in our proposal. If awarded a contract under this proposal, 
we hereby agree to the terms set forth in the specifications documents and all addenda identified on this proposal. 
Annual fees will be billed and paid monthly based on month-end market value (determined by custodian). 

B l dP ttl' M a ance or 010- anagmg tota port o 10 

Basis 
Portfolio Mark et Value (PMV) Multiply Points Equals M anagem e nt F ee 

PMV up to $ 10 000 000 X 25 = $25 000 
P M V on t h e next $ 10 000 000 X 20 = $20,000 
PMV on the n ext $ T hereaftt>r X 10 = $3.067 
P M V on the next $ X = 
PMV on the next $ X = 
PMV on t he next $ X = 

Tota l Management Fee $48 067 

ACKNOWLEDGE 

f certify that I am a duly authorized representative of the firm listed below and that information and materials en­
closed with this proposal accurately represent the capabilities of the office listed below for providing the services in­
dicated. The City i hereby authorized to request any owner identified in this proposal to furnish any pertinent in­

cessary to verify information provided or regarding reputation and capabilities of the firm. 

Sign 
Date: -~""'-+--'--__;;;;~___;;;::;_..._,...__ 

Name: ------------­
Title: Chief Executiv e Officer 

Finn: Alaska Permanent Capit al Manag ement 

Type of Firm (check one) 
Individual 

__ Parmership 
__ x_ Corporation in the State of: Alask a 

___ Other (Specific) 

Permanent Fund Investment Manager 

Office Address for which this submittal 
is made: 
Street: 900 w 5th Ave Suite 60 1 

P.O. Box: _________________ __ 

City, State, and Zip: Ancho rage, AK 99 501 

Telephone: 907- 2 72-75 75 

Alaska Business License No.: 
14420 1 
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Investment Committee Minutes 
Friday, February 13, 2015 3:30 PM 

City Hall 

Goal: To make recommendations for and oversee the Investme nt Policy of the City 
and Borough of Sitka enacted as Chapter 4.28. 

Investment Committee Members: Bert Stedman, Jere Christner 
Michael Reif and MicheiJe Putz (Assembly Liaison) 

Meeting began at 3:30 PM. 

Present Michael Reif, Jere Christner 
Secretary: Melissa Henshaw, Assistant Clerk 
Staff: Municipal Administrator Mark Gorman, CFAO Jay Sweeney 
Assembly Liaison: Michelle Putz 
Members of the Public: None 

1. Approval of the minutes from September 25,2014 

M - Reif/S -Christner moved to approve the minutes from September 25, 2014. 
Motion carried unanimously. 

2. Election of Officers 

M- Christner/ S - Reifmoved to nominate Reifas Chair. Motion carried unanimously. 
M - Reif/ S - Christner moved to nominate Christner as Vice Chair. Seeing no 
opposition the motion passed. 

3. Review of portfolio composition and performance (Jay) 
Sweeney stated that the portfolio has very much remained the same since the last meeting 
in September. He went over each line. It included the excess capital that the Assembly 
voted on and rise in equity portion. There may be a need to rebalance again like in June of 
last year. Permanent Fund must remit back to the General Fund 6%. General Fund is 
prohibited from owning equities. He explained the mechanics of allocating money and 
purchasing. Permanent Fund remains healthy. Sweeney showed a fixed income 
investment ladder and average fixed income portfolio yield from October to December. 

4. Review of current treasury yield curve (Jay) 
Sweeney showed the current treasury yield curve and correlated our eight year 
investment with about 2%. 

5. Review of purchases made since last meeting (Jay) 
Sweeney showed the investments made since the last meeting of September 25, 2014. 

6. Discussion of Permanent Fund external management 
Sweeney told the committee that the Permanent Fund is designed to be managed. It has 
met the Charter requirement of 6% to the General Fund, however it has not kept its value 
on growth or terms of inflation over time. It is suitable to have an external management 

a. Executive summary of status of RFP (ready to be issued) 
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Draft RFP's were distributed. The Committee will look it over and comment back to 
Sweeney. 

i. Discussion of investment style desired in Permanent Fund management 
Sweeney talked of strategic asset allocation and the investment advisor must be 
registered with the Securities and Exchange Commission. 

ii. Discussion of manner in which proposers are to present 
Discussion occurred on an in person presentation vs. video conferencing. Gorman 
suggested valuating that after the proposals come in. 

b. Discussion of Committee review and evaluation ofRFP proposals 
The Committee will work with Sweeney on recommending to the Assembly a selection. 

7. Discussion of Charter change language for fall election 
The general consensus was to remove the mandate based on a range from the 
Administrator. Sweeney will craft language for this and to move forward to the Assembly. 

a. TimeJine for approval and submission to Assembly 
It will need to be introduced no later tha n the second Assembly meeting in july. 

8. Discussion/ Action on revising they yearly take out percentage and transfer from the 
Sitka Permanent Fund to the General Fund 

Sweeney will send out language. 
9. Discussion of preliminary infusion ofland sales from the Gary Paxton Industrial Park 

into the Sitka Permanent Fund 
Sweeney mentioned that the General Fund put out the Bench lands cost and that the sale 
must yield a profit for money to go into the Permanent Fund. 

lO.Adjourn 
The meeting ended at approximately 5:12 PM. 

Attest: 
Melissa Henshaw, Assistant Clerk 
Secretary 
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Investment Committee Minutes 
Monday, April 06, 2015 3:00PM 

3rd Floor Conference Room of City Hall 

Goal: To make recommendations for and oversee the Investment Policy of the City 
and Borough of Sitka enacted as Chapter 4.28. 

Investment Committee Members: Bert Stedman, jere Christner 
Michael Reif and Michelle Putz (Assembly Liaison) 

Meeting began at 3:03 PM. 

Present Michael Reif, Jere Christner 
Secretary: Melissa Henshaw, Assistant Clerk 
Staff: Municipal Administrator Mark Gorman, CFAO Jay Sweeney 
Assembly Liaison: Michelle Putz 
Members of the Public: None 

1. Approval of the minutes from February 13, 2015 

M - Christner /S- Reif moved to approve the minutes from February 13, 2015. Motion 
carried unanimously. 

2. Evaluation ofRFP proposals for the Permanent Fund external management 
Chair Reif started by asking for general comments from any member including staff. 
Discussion occurred on the four investment firms. Sweeney read from the RFP to answer a 
question on the scoring, "The City reserves the right to accept or reject proposals on each 
item separately or as a whole, to reject any or all proposals without penalty ... " and went 
over the five evaluation factors of experience, technical qualifications, responsiveness, 
references and cost. 

M - Christner /S - Reif moved to recommend to the Assembly selection of Alaska 
Permanent Capital as the permanent fund investment manager and to authorize the 
Administrator to enter into a contract with them. Motion carried unanimously. 

This recommendation will go to the Assembly meeting of April 28, 2015. Chair Reifthanked 
Sweeney for putting together the RFP. 

3. Discussion of Charter change language for fall election 
Reif began by stating that our current take out of the permanent fund at 6% is too high for 
current market conditions and thus has not caused the permanent fund to inflation proof 
itself. Discussion occurred with regards to the new investment manager having advisement 
of the wording of the Charter. Sweeney introduced recommending language and discussion 
occurred of lowering the take out from the permanent fund from 6% to 4.5% with a .5% 
reduction by measuring on December 31st the growth in terms of inflation per the 
Anchorage CPl. 
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4. Further discussion 

Reifb rought up the subject of obtaining an alternate fourth member for this commission to 
fill in fo r absences or vacancies for voting purposes. Gorman stated that Sara Peterson, 
Deputy Clerk is drafting an Ordinance. 

Discussion of the next meeting date took place with his recommendation of a May or June 
meeting. Sweeney will ar range the next meeting date. 

5. Adjourn 
The meeting ended at approximately 3:55PM. 

Attest: 
Melissa Henshaw, Assistant Clerk 
Secretary 
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Investment Committee Minutes 
Thursday, September 25, 2014 3:00PM 

City Hall 

Goal: To make r ecommendations for and oversee the Investment Policy of the City 
and Borough of Sitka enacted as Chapter 4.2 8. 

Investment Committee Members: Bert Stedman, jere Christner 
Mike Reif (Assembly Liaison) and Pete Esquiro (Alternate Assembly Liaison) 

Meeting began at 3:10PM. 

Present Bert Stedman, Jere Christner 
Secretary: Melissa Henshaw, Assistant Cerk 
Staff: Mark Gorman (Municipal Administrator), jay Sweeney (CFAO) 
Assembly Liaison: Mike Reif, Pete Esquiro 
Members of the Public: Laura Bruce, jeff Pantages 

I. Discussion of endowmentjpermanent fund investment strategies, Alaska 
Permanent Capital 

Jay Sweeney introduced Alaska Permanent Capital Management and outlined the 
agenda fo r the meeting. 

Ms. Bruce started the presentation by stating three items for discussion, first the 
payout amount, secondly to reduce cost and third to put more money in. She talked 
that the investment portfolio is managed by their firm not by brokers and stated that 
there are no commissions or kickbacks. She told of the history of the company and 
that they manage 3.5 bil lion in funds fo r several entities including the City of 
Fai rbanks permanent fund 

CFO Mr. Pantages stated that the fund can grow in three ways and that they would 
focus on distributions firstly stating that Sitka has the same situation for about 15 
years with distributions at 6% currently and suggested possibly bwering that 
amount going forwa rd He stated that bonds only yield 2% as opposed to 6 or 7% 
before. He also added inflation proofing options. He went over some of his statistica l 
information on 5 different portfolios with a 7 year outbok based on the index with 
11 asset classes used Inflation was not included but that it is expected to be 2.5%. 

Jay Sweeney tok:l that he rebalanced recently and we are currently at 55% mutua l 
funds and 45% bonds. 

Ms. Bruce told of their software that gives a view to a w ire-range of what if scenarios. 
She talked about treasury bonds as a bit of insurance and that they are expensive 



. . ._: ... 

with low returns; index funds with regards to historically strong returns and their 
consistent and transparency; their investment philosophy; initial asset allocation 
process and that it is a collaborative process to drive returns going forward; the right 
mix by developing the right portfo lio; keeping fees and expenses low; their annual 
review; reports that are given every month and quarter; the annual audit done by an 
outside source; and their costs . 

• I ' t 

Mr. Stedman offered the idea of a 10 year ladder: 

Mr. Sweeney stated that there is 3.5 million in corporate bonds as of June 30. He also 
informed the committee that prior to him being with the City, the City used one 
broker. Mr. Sweeney stated that he now uses two to make it a little more competitive 
however, there is still more of a cost than having a firm like this take it over. 

Mr. Gorman asked if the portfolio could move over transparently to which Alaska 
Permanent Capital stated that they could That they work with First National Bank of 
Alaska and there is the possibility of using Charles Schwab. 

Mr. Sweeney recommended that the City move to have someone manage this fund as 
they can earn a superior return since he ends up paying retail price. 

Mr. Gorman thought that this is a huge burden to place on one employee. 

Alaska Permanent Capital left the meeting. 

11. Discussion of institutional investment services, Alaska Permanent Capital 

Mr. Stedman sated with staff risk he thinks going outside we should ask fo r proposals. 
Work on the payout rate issue as an impact of future results. 

Mr. Gorman mentioned that the Assembly is looking forward to feedback on the 
Perm Fund 

Mr. Reif has concerns of the payout. He thinks an outside source is a good idea. 

Mr. Esquire mentioned that this company has better tools. Like the 
straightforwardness of their presentation. 

Gorman brought up that to reduce the take out amount it needs to be done as a ballot 
measure next year: 

Sweeney thought that the amount should be a flexible amount that somehow moves 
in coordination with the yield portfolio and link them with regards to movement 
market value on rate of return. 
Christner stated that and RFP solicitation wouk:l be needed with Gorman suggesting a 
selected company for solicitation out three. 



Ill. 

Attest: 

Sweeney stated that Sitka is the largest municipality in Alaska still managing their 
own investments all others have gone to external management. 

Discussion took place of scheduling the next meeting. Mr. Christner mentioned that 
he is out of town with the exc~ption of the week of October 13th and on Octo bet 20th. 

Adjourn 

The meeting ended at approximately 5:12PM. 

Melissa Henshaw, Assistant Clerk 
Secretary 


