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Today’s Agenda

Asset Management Policy Statement
o Recommended “Best Practices”
o UPIA and UPMIFA
o Who is a Fiduciary?
o Central Duties of a Fiduciary
o Recommendations for Fiduciary Conduct



Asset Management Policy Statement



5

Asset Management Policy Statement

● An investment policy statement (“IPS”) should reflect each organization’s legal requirements and 
their particular approach to the investment program

● Length can vary greatly; it should say what your Board/Committee wants to communicate to its 
intended audience

● Avoid “thou shalt” statements to give the committee flexibility to apply a set of beliefs to changing 
circumstances

● Multiple intended audiences 
− Managers

− Consultants

− Trustees

− Staff

− Beneficiaries

− Legislature

− Regulatory authorities

● Qualified legal counsel should review the investment policy statement

Recommended “Best Practices” for Structure
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Recommendations for Investment Policy Statement Sections

● The asset pool
● The relevant parties (Board, committees, staff, asset managers, consultants, custodians, etc.) and 

their respective responsibilities
● The risk/return/target allocation goals and objectives, as well as the process and timing for 

reviewing those objectives
● General investment guidelines where applicable
● Oversight/monitoring process
● Hire/fire process
● Special sections—spending policies, permitted or prohibited investments, etc.
● Review/oversight/approval process for investment policy statement changes/revisions
● Most important: Recognize that the investment policy statement should be an honest appraisal of 

what is required to effectively manage the asset pool of your unique organization 
● The worst thing to do is to build an overly complex, aspirational investment policy statement that 

doesn’t reflect your process and then NOT follow it

What to Define and Include
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Proposed Revisions to the Asset Management Policy Statement

Callan recommends the following high-level structural revisions to the AMPS:
● Capitalizing all entities that are treated as proper nouns in the AMPS (such as “Board of Trustees,” 

“Executive Committee” and “Finance Committee”)
● Defining all acronyms used in the AMPS, with acronyms in quotation marks upon first reference
● Unifying references to “AMHTA” and “the Board” where appropriate
● Updating some benchmark naming conventions
● Correcting footnote formatting to simplify future revisions
● Page breaks used to differentiate sections – a table of contents should be inserted into the final 

version
● Alphabeting the “Definitions” section  

High-Level Formatting and Structure
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Revisions to the Asset Management Policy Statement

Due to changes to the Trust, the following revisions to the AMPS are necessary:
● Specify that the Commercial Real Estate (“CRE”) portfolio is now explicitly managed by the Trust’s 

Chief Executive Officer, rather than the TLO. This results in numerous revisions throughout the 
AMPS.

● Clarify areas where third-party experts may be engaged, including:
ꟷ Asset allocation and spending analysis
ꟷ Management of CRE properties
ꟷ Assistance with evaluating potential TLODA-funded projects

● New Mission Statement has been inserted

 

Some Changes to the AMPS are Necessary
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Additions to the Asset Management Policy Statement

The following revisions and additions have been proposed to the AMPS:
● “Roles and Responsibilities” have been updated and clarified
● “Liquid” and “non-liquid” investment categories have been renamed “financial” and “land/natural 

resource/real estate” assets, and a third asset category named “short-term cash” has been added 
for the SIA/TADA/TLODA balances

● Performance and investment guideline review procedures for underling Trust investments have 
been improved

● Cash management procedures have been augmented and clarified
● Add Addition of a “Flow of Funds Diagram” to the AMPS appendix

 

High-Level Additions to the AMPS
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Proposed Additions to the Asset Management Policy Statement

Callan recommends adding language to the AMPS regarding the evaluation of potential projects 
funded through the Trust Land Office Development Account (“TLODA”), per the fiduciary responsibility 
of the Board of Trustees:
● When evaluating potential TLODA projects, the proposals should be expected to generate 

increased value for the Trust and should compare favorably from a risk, return, and correlation 
standpoint with the Alaska Permanent Fund Corporation. 

● The overall risk of potential TLODA projects should be considered, including a thorough due 
diligence assessment of each proposed project. This includes legal, operational, and 
macroeconomic risk factors. Such reviews may involve engaging a third-party expert.

ꟷ Legal reviews should focus on any regulatory or compliance constraints.
ꟷ Operational risk factors may include a review of management quality, process efficiency, and 

overall market expertise.
ꟷ Macroeconomic factors may include interest rate fluctuations, commodity price risk factors, 

market cycle positioning, and a review of any geopolitical risks.
ꟷ Additional risks to consider include overall use of leverage, concerns around potential 

liquidity/exit strategies, and reputational risk factors for the Trust. 
 

 

Trust Land Office Development Account Investment Review
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Proposed Revisions to the Asset Management Policy Statement
Budget Reserve Account Changes
Callan recommends revising the Budget Reserve account structure to have a higher allocation to the 
Department of Revenue versus the Alaska Permanent Fund Corporation. Currently, the Budget 
Reserve account is evenly split between DOR and APFC. Callan proposes altering that allocation to 
be 75% DOR and 25% APFC. 
The Budget Reserve account is designed to provide a “cushion” for the Trust to support the 
Integrated Comprehensive Mental Health Program during difficult market environments. The Budget 
Reserve account has a targeted balance of 400% of the calculated annual withdrawal. 
Increasing the percentage of the Budget Reserve account invested with DOR increases the overall 
liquidity of the Budget Reserve account during times of stress without substantially impacting the 
overall long-term projected return of the Trust. In fact, moving to a 75%/25% split in the Budget 
Reserve account results in a slight increase in the simulated Sharpe Ratio of the Total Trust due to a 
drop in projected volatility.

 

APFC DOR
 Budget Reserves

Total Trust w/ 
50%/50% BR

Total Trust w/ 
75%/25% BR

10-Year Geometric Mean Return 7.30% 6.52% 7.25% 7.22%

Projected Standard Deviation 12.65% 9.60% 12.43% 12.29%

10-Year Simulated Sharpe Ratio 0.33% 0.36% 0.33% 0.34%
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Proposed Revisions to the Asset Management Policy Statement
Removal of the Central Facilities Fund
The Central Facilities Fund (“CFF”) was created to assist with the administration of overall expenses 
related to the management of the Commercial Real Estate (“CRE”) portfolio. The CFF maintained a 
balance to assist with cash needs of the CRE portfolio, including improvements, which were not 
easily funded from revenue generated by the properties themselves.
Historically, the CFF was held as a component of the Trust Land Office Development Account 
(“TLODA”) and invested in the General Fund and Other Non-Segregated Investment (“GeFONSI”) 
pool, which is managed by DoR. 
With the wind-down of the CRE program, the CFF is no longer necessary. Any future expenditures 
related to the remaining properties in the CRE portfolio should be able to be met from Trust assets, 
with the approval of the Board. 
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Information contained in this document may include confidential, trade secret and/or proprietary information of Callan and the client. It is incumbent upon the user to maintain such 
information in strict confidence. Neither this document nor any specific information contained herein is to be used other than by the intended recipient for its intended purpose.

The content of this document is particular to the client and should not be relied upon by any other individual or entity. There can be no assurance that the performance of any 
account or investment will be comparable to the performance information presented in this document. 

Certain information herein has been compiled by Callan from a variety of sources believed to be reliable but for which Callan has not necessarily verified for accuracy or 
completeness.  Information contained herein may not be current.  Callan has no obligation to bring current the information contained herein.

Callan’s performance, market value, and, if applicable, liability calculations are inherently estimates based on data available at the time each calculation is performed and may later 
be determined to be incorrect or require subsequent material adjustment due to many variables including, but not limited to, reliance on third party data, differences in calculation 
methodology, presence of illiquid assets, the timing and magnitude of unrecognized cash flows, and other data/assumptions needed to prepare such estimated calculations.  In no 
event should the performance measurement and reporting services provided by Callan be used in the calculation, deliberation, policy determination, or any other action of the client 
as it pertains to determining amounts, timing or activity of contribution levels or funding amounts, rebalancing activity, benefit payments, distribution amounts, and/or performance-
based fee amounts, unless the client understands and accepts the inherent limitations of Callan’s estimated performance, market value, and liability calculations.

Callan’s performance measurement service reports estimated returns for a portfolio and compares them against relevant benchmarks and peer groups, as appropriate; such service 
may also report on historical portfolio holdings, comparing them to holdings of relevant benchmarks and peer groups, as appropriate (“portfolio holdings analysis”). To the extent that 
Callan’s reports include a portfolio holdings analysis, Callan relies entirely on holdings, pricing, characteristics, and risk data provided by third parties including custodian banks, 
record keepers, pricing services, index providers, and investment managers. Callan reports the performance and holdings data as received and does not attempt to audit or verify 
the holdings data. Callan is not responsible for the accuracy or completeness of the performance or holdings data received from third parties and such data may not have been 
verified for accuracy or completeness. 

Callan’s performance measurement service may report on illiquid asset classes, including, but not limited to, private real estate, private equity, private credit, hedge funds and 
infrastructure. The final valuation reports, which Callan receives from third parties, for of these types of asset classes may not be available at the time a Callan performance report is 
issued. As a result, the estimated returns and market values reported for these illiquid asset classes, as well as for any composites including these illiquid asset classes, including 
any total fund composite prepared, may not reflect final data, and therefore may be subject to revision in future quarters.

The content of this document may consist of statements of opinion, which are made as of the date they are expressed and are not statements of fact. The opinions expressed herein 
may change based upon changes in economic, market, financial and political conditions and other factors. Callan has no obligation to bring current the opinions expressed herein.

The information contained herein may include forward-looking statements regarding future results. The forward-looking statements herein: (i) are best estimations consistent with the 
information available as of the date hereof and (ii) involve known and unknown risks and uncertainties. Actual results may vary, perhaps materially, from the future results projected 
in this document. Undue reliance should not be placed on forward-looking statements. 

Callan is not responsible for reviewing the risks of individual securities or the compliance/non-compliance of individual security holdings with a client’s investment policy guidelines. 

This document should not be construed as legal or tax advice on any matter. You should consult with legal and tax advisers before applying any of this information to your particular 
situation. 

Reference to, or inclusion in this document of, any product, service or entity should not necessarily be construed as recommendation, approval, or endorsement or such product, 
service or entity by Callan. This document is provided in connection with Callan’s consulting services and should not be viewed as an advertisement of Callan, or of the strategies or 
products discussed or referenced herein.  

Important Disclosures
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The issues considered and risks highlighted herein are not comprehensive and other risks may exist that the user of this document may deem material regarding the enclosed 
information. Please see any applicable full performance report or annual communication for other important disclosures.

Unless Callan has been specifically engaged to do so, Callan does not conduct background checks or in-depth due diligence of the operations of any investment manager search 
candidate or investment vehicle, as may be typically performed in an operational due diligence evaluation assignment and in no event does Callan conduct due diligence beyond 
what is described in its report to the client.  

Any decision made on the basis of this document is sole responsibility of the client, as the intended recipient, and it is incumbent upon the client to make an independent 
determination of the suitability and consequences of such a decision. 

Callan undertakes no obligation to update the information contained herein except as specifically requested by the client. 

Past performance is no guarantee of future results. 

Important Disclosures (continued)



Callan was founded as an employee-owned investment consulting firm in 1973. Ever since, we have empowered institutional investor with creative, customized 
investment solutions backed by proprietary research, exclusive data, and ongoing education. Today, Callan provides advisory services to institutional investor 
clients with more than $3 trillion in total assets, which makes it among the largest independently owned investment consulting firms in the U.S. Callan uses a client-
focused consulting model to serve pension and defined contribution plan sponsors, endowments, foundations, independent investment advisers, investment 
managers, and other asset owners. Callan has six offices throughout the U.S. For more information, please visit www.callan.com.

Corporate Headquarters

One Bush Street
Suite 700
San Francisco, CA 94104  

www.callan.com

Callan

Regional Offices

Atlanta
Chicago
Denver
New Jersey
Portland

About Callan
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