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EXECUTIVE SUMMARY

Current Assets:

Planning TimeHorizon:

Risk Tolerance:

I ncome Needs:

Assat Allocation:

Domestic Equities
International Equities:
Fixed Income:

Real Estate;

Perfor manceEvaluation Benchmark:

MOA Trust Fund - I nvestment Policy Stmt.

$145,000,000

Greater than 5 years

Moderate to moderately high, due to objective to
maintai n purchasing power of Corpusand to generate
earningsfor distribution

Assetswill be managed in amanner consistent with
the need to distribute up to 5% of the trailing 20-
quarter average market value

Lower Strategic Upper

Limit Allocation Limit
40% 45% 50%
12% 15% 18%
30% 35% 40%

3% 5% 7%

Thetotal Trust is expected to produce atotal return

exceedingthat of anindex based uponthestrategic asset all ocation of the Trust and variousbroad asset
classes. Specifically, thepolicy index will beaweightedindex comprised of:

Allocation Benchmark
45% Russell 3000
15% MSCI EAFE Index
35% Lehman Aggregate Bond Index
5% NCREIF Total Index
Expected Total Return: 7.75% median expected return with an annual standard deviation of

11.24%. Twothirdsof thetimewe expect the annual total return of the Trust tofall inarange of 7.75%

plus or minus 11.24%
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PURPOSE OF THE INVESTMENT POLICY STATEMENT

MOA Trust Fund — I nvestment Policy Stmt.

Thepurposeof thislnvestment Policy Statement (IPS) istoassist the Treasurer ineffectively investing
the assets of the MOA Trust Fund (theTrust) andin monitoringinvestment results, by communicating
theinvestment objectives to the Anchorage Assembly, the Investment Advisory Commission, the
Consultant, and external investment managers. ThelPSisrequired by Subsection H of Anchorage
Municipal Code Chapter 6.50.060. The Trust’sinvestment program isdefinedinthevarious sections
of the IPS by:

e Stating in awritten document the objectives and guidelinesfor theinvestment of
Trust assets, including explicit consideration of liquidity needsandrisk tol erance.

e Setting forth an investment structure for managing Trust assets. This structure
includesvariousasset classes, investment management sty es, asset all ocationand
acceptablerangesthat, intotal, areexpected to produceanintended | evel of overall
diversificationandtotal investment return over thelong-term.

e Providing guidelinesfor eachinvestment portfoliothat controlsthelevel of overall
risk andliquidity assumedinthat portfolio, sothat all Trust assetsaremanagedin
accordance with stated objectives.

e Establishing formal criteriato select and monitor the performanceresultsachieved
by the money managers on aregular basis.

e Encouraging effective communications between the Treasurer’ sdepartment, the
Assembly, thelnvestment A dvisory Commission, theinvestment consultant, andthe
money managers.

e Complying withall applicablefiduciary, prudenceand duediligencerequirements
that experiencedinvestment professional swould utilize, andwithall applicablelaws,
rulesand regulationsfromvariouslocal, stateand federal entitiesthat may impact
Trust assets.

This IPS has been formulated after consideration by the Treasurer and the Investment Advisory
Commissionof thefinancial implicationsof awiderangeof policies, and representsaprudentinvestment
process deemed appropriate for the Trust.
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AUTH OR' ZATI ON MOA Trust Fund - Investment Policy Stmt.

Authorizationtomanagethe Trustisderivedfrom AnchorageMunicipal Charter section13.11andthe
AnchorageMunicipal Code6.70.010. Thelnvestment Policy Statement must comply with Anchorage
Municipal Codesection 6.50.060, which isincorporated herein by reference.
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GU' DEL I NES MOA Trust Fund - Investment Policy Stmt.

This section describes the guidelines for the overall management of the Trust, specifically thetime
horizon, liquidity constraints, risk tolerance, and income distribution needs. All of thesefactorsare
incorporated intheasset allocation, whichisdescribed in thissection.

| nvestment Objectives

The investment objective of the Trust is to maintain the purchasing power of the Corpus and to
maximizeratesof return over timeby utilizing abal anced investment approach, investing in both equity
and fixed incomeinstruments, within prudent level sof risk.

Time Horizon

TheTrust hasavery longtimehorizon. Thisstatement isbased on thefact that Anchorage Municipal
Code requires that the Trust be managed according to an endowment model whereby up to 5% of the
Trust’ saverage market value over 20 trailing calendar quarters may be paid annually as adistribution to
the City’s general fund. Implicit in the 5% cap is an assumption that net long-term earnings after
inflation-proofing will meet or exceed 5%. Thus, the assets are to be invested with along-term time
horizon. Theassumptionsunderlyingthe asset allocation analysisare based on afive-year projection of
financial markets. Whilethefuture of the Trust extends beyond the next fiveyears, therelevant planning
horizonisconsistent with theuseof theassumptions. Theassumptionsutilized weredevel oped by the
Trust’ sinvestment consultant, Callan AssociatesInc., and are consistent with the long run returns, risks
and stati stical interrel ati onshi psobserved among maj or asset categories.

Liquidity Analysis

Distributionsfrom the Trust will be based on a percentage of market value not to exceed 5% per year
as applied to the average of thetrailing 20 calendar quarters ended March 31 each year. Annua
distributions, if made, must be completed by no later than 15 days from the end of thefiscal year (i.e.,
December 31). The Trust will be rebalanced as necessary to fund such distributions in excess of
available dividend and interest income.

Risk Tolerances

Theoverall risk toleranceof the Trustisheavily influenced by theobjectivesof thefund: tomaintainthe
purchasing power of thefund and to generate earnings linked to a percentage of market value. Based
onmodern portfoliotheory, the Trust must haveameaningful equity commitment to protect the Corpus
from inflation and to generate meaningful earnings for distribution. Based on the Capital Market
Projectionsused inthe asset al ocation study, such an equity commitment will entail amoderate level of
risk, as measured by the volatility of investment returns. Fortunately, the Trust has a long-term
investment horizon, which allowsthe Trust to absorb considerablenear termvolatility.
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GU' DEL I NES MOA Trust Fund - Investment Policy Stmt.

Asset Allocation

The Trust’srisk and liquidity posturesare, in large part, afunction of asset classmix. Based onthe
performance characteristics of various asset classes, focusing on both the risks and rewards, the
following asset classeswere deemed appropriatefor the Trust:

o Domestic Equities

. International Equities
. Fixed Income

. Real Estate

o Cash Equivadents

Based on the Trust’s time horizon, risk tolerances, performance expectations and asset class
preferences, an efficient or optimal portfoliowasidentified. The strategic asset allocation of the Trustis
asfollows:

Strategic Asset Allocation Lower Strategic Upper
Limit Allocation Limit
Domestic Equities 40% 45% 50%
International Equities 12% 15% 18%
Fixed Income 30% 35% 40%
Readl Estate 3% 5% %
Cash Equivalents 0% 15%

TheTrustwill bediversifiedwithinthedomesticequity all ocation by using apassivecoreposition,
indexed to the S& P 500 index, and separate Growth and Vaue portfolios. The aggregation of al the
large capitalization portfolios shall be balanced to avoid any produced style bias. Separate smaller cap
portfolios also will be utilized.

Rebalancing of Strategic Allocation

The Strategic Allocation, showninthemiddlecolumn, isthetarget. Somevariability aroundthetargetis
expected and acceptable. Extremedeviationfromthetargetisundesirable -- becauseit alterstherisk
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GU' DEL I NES MOA Trust Fund - Investment Policy Stmt.

andreturnexpectationsfor the Trust. Therefore, upper andlower limitsareestablished for each asset
class

When necessary and/or available, cash inflows/outflowswill be deployed in amanner consistent withthe
strategicasset allocation. If cashflowsareinsufficient tobringthe Trust withinthestrategicallocation
ranges, transactionsmay beaffected within al12 month period to bring theall ocation back to the target
Strategic Allocation.

Distribution of I ncome

Theinvestment policy explicitly recogni zesthefact that thedistribution decisionandinvestment decisions
arerelated, yet separate decisions. An annual review of theinvestment policy will be conducted to
determinethat itisconsistent withthedistribution target set in the budgeting process, recognizing the
potential for short-term fluctuationsininvestment returns.
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SECURITY AND PORTFOLIO
GUI DEL | NES MOA Trust Fund - Investment Policy Stmt.

Thefollowing guidelinesapply toall Trust assets. Any mutua funds or other interestsin collective and
commingled funds utilized should be reviewed to determine that their governing instruments are
substantially consistent with the following guidelines. All assets are to be managed pursuant to the
Investment Restrictionscontainedin AnchorageM unicipal Code section 6.50.060.

General

e All guidelinesareconsidered at thetimeof purchase. The saleof asecurity isnot
automatically required dueto asubsequent changein circumstance.

e Thefollowing securities and transactions are not authorized, as described below:

— Letter stock and other unregi stered securities, commoditiesor commodity
contracts; and short sales or margin transactions are not permitted; and

— Theuseof leverageisnot permitted.

e Holdingsof individual securitiesshall beof sufficient sizeto assure easy liquidation.

e Each portfolio will be diversified with regard to specific issuer, industry, and
economic sector, in order to reducerisk.

e Securitiesmay besold at aloss, if such an action is deemed to be consistent with
theoverall portfolioinvestment objectives.

e Assetsmay beinvested through alimited liability entity, including acorporation,
limited partnership, limited liability partnership, or limited liability company, or
through a collective or commingled investment fund, including afund-of-funds.
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SECURITY AND PORTFOLIO

GUIDELINES

Domestic Fixed | ncome

MOA Trust Fund - Investment Policy Stmt.

EligibleSecurities The Trust may invest in debt instruments subject to the limitations contained in the
AnchorageMunicipa Codesection 6.50.060. Owingtothesizeof the Trust, fixed incomeinvestments
are made through an institutionally oriented collective investment vehicle. Thevehicle sgoverning
documentscontrol thespecificinvestment practicesutilized. The Treasurer andthelnvestment Advisory
Commission and the Investment consultant shall consider whether or not the collective investment
vehicle' s aresubstantially consistent with thelimitationscontainedin the Code.

Domestic Equities

Equity holdingsin any one company should not exceed the greater of 5 percent or
1.5timesthe stock’ sweighting in an appropriate market index such as the S& P
500 stock index at the time of purchase. If asecurity isnot included in the
appropriate index, the limit is 5% at the time of purchase.

Managers are expected to remainessentially fully investedin equity securities, unless
themanager hasrequested and recei ved permissionto hold significant cash.

The manager shall emphasize quality in security selection and shall avoid risk of
largelossthrough diversification.

Convertiblesecuritieswill beconsidered asequities.
Investmentsfor the purposeof exercising control of management areprohibited.

Theuseof futuresand optionsisprohibited except when used onanunlevered basis
in an index fund.
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SECURITY AND PORTFOLIO
GUI DEL | NES MOA Trust Fund - Investment Policy Stmt.

I nternational Equities

e Equity holdingsin any one company shall not exceed morethan 5 percent of the
International Equity portfolio.

e Countries represented within the Morgan Stanley Capital International Europe,
Australia, Far East Index (M SCI-EAFE) are available for investment. Allocations
among countries are expected to be diversified. Investmentsin emerging markets
arepermitted when suchinvestmentsarewell diversified and held within amutual
fundor commingledinvestment vehicleutilizedto efficiently gaininternational equity
exposure.

e Themanager may enter intoforeignexchangecontractson currency providedthat
use of such contractsislimited to hedging currency exposure existing within the
manager'sportfolio. Thereshall beno direct foreign currency speculation.

e |ftheTrust achievesinternational equity exposurethroughacommingledfund, the
policiesof thefund will beexamined with the objective of selecting afund whose
policiesaresubstantially consistent with thespirit of the guidelines.

Real Estate

¢ Red estateinvestmentsinadiversified portfolioof institutional quality,incomeproducing
propertiesheldinacollectiveinvestment vehiclewhichlimitstheover Trust’ sliability. The
vehicle(s) utilized shall providediversification bothinterms of property type and location.
Thevehicleshould not engageinsignificant real estatedevel opment activitiesand should
haveaprimary objectiveof providinginvestorswith competitiveequity incomereturnsand
preservation of purchasing power over the long term.

Cash and Cash Equivalents

e Cashandcashequivaentsshall includerepurchaseagreements, certificatesof deposit and
sharesin amoney market or short-terminvestment fund that consist of securitiesof thetype
and quality asthose permitted for the Trust asawhole.

e Cashequivalentreservesshall consist of cashinstrumentshavingaquality rating of
A-1 by Standard & Poor’s or its equivalent by another nationally recognized
Securitiesrating service.

Cash and Cash Eqguivalents (cont’d)
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SECURITY AND PORTFOLIO
GUI DEL | NES MOA Trust Fund - Investment Policy Stmt.

e Any idle cash not invested by the investment manager shall beinvested daily by
gither the Custodian or Treasurer.

e Intheuseof mutual funds, careful attention should be paidto thefund’ spolicy for
investing cash and cash equivalents, with the objective of selecting fundswhose
policiesare consistent with the spirit of the guidelines.

o Caertificatesof deposit must havebeenissued by United Statescommercial banksor
trust compani es(including foreign branchesof such banks), and United Statesand
foreign branchesof foreign banks, provided that suchinstitutions(or, inthe case of
abranch, the parent intitution) havetotal assetsof $1 billion or more asshown on
their last published financial statements.

e Repurchase Agreementsmust be secured by obligationsinsured or guaranteed by
the United Statesor agenciesor instrumentalitiesof the United States.

e Instruments not deemed to be appropriate by the Securities and Exchange
Commission for usein money market fundsare prohibited.

e Cash and cash equivalents may include any security that has an effective duration
under oneyear, aweighted averagelife of lessthan one year and spread duration
lessthan one year.
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SELECTION OF EXTERNAL
| NVESTM ENT MANAGERS MOA Trust Fund — I nvestment Policy Stmt.

Toachievetheinvestment objectivesof the Trust, external investment managerswill beemployed to
invest theassets. Both separate accountsand collectiveinvestment vehiclesmay be considered. The
sel ection processshall conformto appropriate M uni cipal procurement requirements. External managers
must meet thefollowing minimum criteria

1. Be a bank, insurance company, independent investment counselor, or
investment adviser asdefined by thelnvestment AdvisersAct of 1940.

2.  Clearly articulate the investment strategy that will be followed, provide
historical performanceassociated withthestrategy, and document that the
strategy isconsistent with the IPS guidelines.

3. Providehistorical quarterly performance numbers calculated on atime-
weighted basis.

4.  Providedetailedinformation onthehistory of thefirm, key personnel, key
clients, fee schedule, and support personnel.

5.  Selectedfirmsshall haveno outstanding legal judgmentsor past judgments,
which may reflect negatively uponthefirm’ sability to perform.

6. Demonstrate highly ethical businessprinciplesand strictly managepotential
conflicts of interest.

7.  Offer acompetitivefeestructure.

8.  Have assets under management in an amount appropriate for the Trust’s
assets assigned.
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DUTI ESAND RESPONSI BI L I Tl ES MOA Trust Fund — Investment Policy Stmt.

Money Managers

Thedutiesand responsi bilitiesof each money manager retainedfor the Trustincludethefollowing:

Managethe Trust assets under its care, custody and/or control in
accordancewiththelPSobjectivesand guidelinesset forth herein.

Exerciseinvestment discretionwithinthel PSobjectivesand guidelinesset
forth herein.

Provide monthly reports of the holdings and transactions, and the total
returnachieved. Providequarterly reportsthat provideadditional detail on
the investment strategy and outlook, and performance attribution for the
prior quarter. Quarterly reports must state whether the portfolio isin
compliance with the guidelines, and note the steps being taken to correct
any failures to comply. Compliance requirements of particular interest
includeduration, quality ratings, and the use of derivatives.

Promptly inform the Treasurer in writing regarding al significant and/or
material matters and changes within the investment management firm
pertainingtotheinvestment of Trust assets, including, but not limitedto:

Investment strategy

Portfolio structure

Tactical approaches

Ownership

Organizational structure

Financial condition

Professional staff

Recommendationsfor guidelinechanges

All material, legal, SEC, and other regul atory agency proceedings
affecting thefirm.

j.  Significant account losses

k. Significant growth of new business

SQ -0 20 T @

Promptly vote all proxiesand related actionsin amanner consistent with the
long-term interests and objectives of the Trust set forth herein. Each
manager shall keep detailed records of said voting of proxiesand related
actionsand will comply with all regulatory obligations rel ated thereto.
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DUTI ESAND RESPONSI BI L I Tl ES MOA Trust Fund — Investment Policy Stmt.

Money Managers(cont’ d)

6. Utilize the same care, skill, prudence and due diligence under the
circumstancesthen prevailing that experienced, investment professionals
actinginalike capacity and fully familiar with such matterswould use in like
activitiesfor likeinvestment programswith like aimsin accordance and
compliancewithall applicablelaws, rulesand regul ationsfromlocal, state,
federal andinternational political entitiesasit pertainstofiduciary dutiesand
responsibilities.

7. Adopt abrokeragepolicy that ensuresthat all transactionseffected for the
Trust are* subject to the best price and execution”.

8.  Acknowledgeandagreeinwritingtotheir fiduciary responsibility tofully
comply with theentire IPS set forth herein, and as modified in the future.

9.  Provideonanannual basisadisclosure concerning whether thefirm makes
useof soft dollars. If thefirm doesuse soft dollars, thereport shall disclose
how the soft dollar benefitsare utilized.

Treasurer

Under the direction of the Chief Fiscal Officer and in consultation with the Investment Advisory
Commission, the Treasurer shall:

1. Investtheassetsof the Trust in accordance with this|PSand Anchorage M unicipal
Code 6.50.060.

2. Coordinateinvestment manager, investment consultant and Investment Advisory
Commission meetings, activitiesand presentations.

3. Administer investment consultant, investment manager and custodian contracts.

Custodian
The Custodian shall:

1. Providesafekeepingand custody of securitiespurchased by investment managers on
behalf of the Trust.

2. Providefor timely settlement of securitiestransactions.
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DUTI ESAND RESPONSI BI L I Tl ES MOA Trust Fund — Investment Policy Stmt.

Custodian (cont'd)

3. Maintain short-term investment vehicles for investment of cash not invested by

8.

0.

Investment managers.

Check al manager accounts daily to make sure all available cashisinvested.
Collect interest, dividend and principal paymentson atimely basis.

Process corporate actions.

Priceall securitiesonadaily basis.

Provide monthly, quarterly and annual reports.

Provide securitieslending services.

| nvestment Consultant

The Investment Consultant will provide general consulting services as required by the
Municipality inconnectionwiththeinvestment of the Trustsassets. Asdirected, the Consultant

will:

Review thisInvestment Policy Statement (IPS) to assure it is consistent with the
Trust’ sgoalsand objectives.

. Conduct and review an asset all ocation study to establish the classes of assets, the

strategy and styleto be used within each class of assets, levels of risk, acceptable
risk tolerance and predicted rates of return that will meet the Trust’s goals and
objectives.

Recommendinvestment manager performancestandardsand guidelinesto monitor
and measure investment managers.

Provideguidelinesasto the sel ection of investment managers and custodian for the

Trust.

. Conduct a quarterly analysis of and report the performance of the investment

manager(s).

| nvestment Advisory Commission

The Investment Advisory Commission will perform the responsibilities provided under
Anchorage Municipal Code section 4.50.090.
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PERFORM ANCE M ON' TORI NG MOA Trust Fund — I nvestment Policy Stmt.

Monitoring of Money Managers

Quarterly performancewill beeval uatedtotest progresstoward theattainment of longer-term targets.
It isunderstood that there are likely to be short-term periods during which performance deviatesfrom

market indices. During suchtimes, greater emphasi sshall be placed on peer performance comparisons
with managersemploying similar styles.

Thefollowing will bereviewed onaquarterly basis:

e Manager's adherence to the security and portfolio guidelines and the duties and
responsi bilitiesof money managers, asprescribed above;

e Material changesin the manager's organization, investment philosophy and/or
personnel; and,

e Comparisons of the manager's results to appropriate indices and peer groups,

specificaly:

Asset Category I ndex Peer Group Universe
Total Domestic Equity Russell 3000 Total Equity Database
Equity Segments S& P 500; MSCI- Growth; Value; Coreand

Midcap 450 & Russell 2000 Small and Mid Cap Equity
Style Groups
I nter national Equity MSCI-EAFE International Equity Style
Group
Fixed Income Lehman Aggregate Core Plus Fixed Income
Style Group
Real Estate NCREIF* Total Index NCREIF Open End
Diversified Core Equity

(ODCE) Peer Group

* NCREIF = National Council of Real Estate Investment Fiduciaries.

Page 15



PERFORM ANCE M ON' TORI NG MOA Trust Fund — I nvestment Policy Stmt.

Therisk associated with each manager’ sportfolio, asmeasured by thevariability of quarterly returns
(standard deviation), must not exceed that of the benchmark index and the peer group without a
corresponding increase in performance above the benchmark and peer group.

It isrecognized that ongoing review and analysis of money managersisjust asimportant asthe due
diligenceimplemented during the manager selection process. Accordingly, athorough Review and
Analysisof aMoney Manager will be conducted, should:

e A manager performinthebottom quartile (75th percentile) of their peer group over
an annual period;

e A manager fal inthe southeast quadrant of therisk/return scatter plot for 4- and/or
5-year time periods;

e A manager's 5-year risk-adjusted return fall below that of the median manager
within the appropriate peer group.

Furthermore, performancewhich may requirethereplacement of amanager includes:

e Managersthat consistently perform bel ow the median (50th percentile) of their peer
group over rolling three year periods.

e Managersthat perform bel ow themedian (50th percentile) of their peer group over
afiveyear period.

e Managerswith negative alphasfor 3- and/or 5-year time periods.

Major organizational changesalso warrant immediate review of the manager, including:

e Changein professionals
e Significant account losses
e Significant growth of new business

e Changeinownership

Theperformance of theinvestment managerswill bemonitored on an ongoing basis. External money
managersmay beterminated at any time subject to contract provisions.

Review of | nvestment Objectives
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PERFORM ANCE M ON' TORI NG MOA Trust Fund — I nvestment Policy Stmt.

Theinvestment program will be reviewed at least annually to determine the continued feasibility of
achieving theinvestment objectivesand the appropriateness of the lPSfor achieving those objectives. It
isnot expected that the IPSwill change frequently. In particular, short-term changesin the financia
markets should not require adjustmentsto the I PS.
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HISTORY OF POLICY CREATION/AMENDMENT

DAT ES MOA Trust Fund — I nvestment Policy Stmt.

Effective Date

Origind - MOA Trust Fund Investment Policy Statement April 30, 1999
Amendment #1 - MOA Trust Fund Investment Policy Statement June 13, 2000
Amendment #2 - MOA Trust Fund Investment Policy Statement February 15, 2005
Amendment #3 - MOA Trust Fund Investment Policy Statement August 29, 2007
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