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October 15, 2007

Alaska Retirement Management Board
State of Alaska, Department of Revenue
Treasury Division
333 Willoughby Avenue, 11th Floor
Juneau, AK 99801

Dear Board Members:

This letter reviews the investment performance of the Alaska Retirement Management
Board (ARMB) for the fiscal year ended June 30, 2007.

Callan Associates Inc. (Callan) independently calculates time-weighted performance
statistics based on underlying custodial data provided by the Board’s custodian, State
Street Bank and Trust Company. The performance calculations were made using a time-
weighted return methodology based upon market values.  Callan Associates Inc. serves as
ARMB’s independent general investment consultant and evaluates the Board’s perfor-
mance in relation to market benchmarks, appropriate manager peer groups and other
public pension systems. The performance calculations were made in compliance with
Global Investment Performance Standards.

ARMB’s primary investment objective is to prudently and expertly invest assets, in
accordance with governing law and industry practices, in a manner that will help ensure
assets under supervision are sufficient to pay promised benefits to its members and their
beneficiaries. In pursuit of this objective, the ARMB periodically evaluates liabilities,
expected contributions, and potential earnings. This analysis is used to consider a wide
range of potentially viable investment strategies. The Board selects a strategic investment
policy that balances long-term growth potential and acceptable risk. A policy benchmark is
constructed that mirrors the Board’s strategic asset allocation policy. This policy bench-
mark is a custom index comprised of equity, fixed income, real estate and other market
indices weighted in the same proportions as ARMB’s investment policy.

Fiscal year 2007 was an excellent year for domestic equities and even better performance
for international stocks.  The Russell 3000 Index, a measure of the broad U.S. equity market
achieved a strong return of 20.07%. International stocks, as measured by the MSCI-EAFE
Index, posted an exceptional overall return of 27.00%. Interest rates declined thereby
raising bond prices and performance. The Lehman Aggregate Bond Index, a widely used
measure of the investment grade domestic bond market, achieved an overall return of
6.12%.  Equity real estate enjoyed another strong year with returns of more than 17%.



74 ❖ Alaska Public Employees’ Retirement System — FY 07 CAFR

Investment Section

For the fiscal year, the Public Employees Retirement System (PERS) had a time-weighted total return of
18.88% and the Teachers Retirement System (TRS) had a time-weighted total return of 18.92%.   Both
Systems exceeded their strategic policy benchmark target return of 16.99% and ranked in the 9th percentile
of Callan’s Public Fund database. The policy benchmark was largely unchanged during the year.   Over the
trailing 3-year period, a span that includes three years of strong equity market and real estate returns, PERS
and TRS have achieved annualized returns of 13.11% and 13.16% respectively. These results were better
than the policy target index return of 12.17% and ranked in the 34th and 37th percentile of the Callan Public
Fund database.  Over the longest period for which Callan has detailed data (15 ¾ years), PERS and TRS
have achieved annualized total returns of 9.50% and 9.56% respectively while the policy benchmark return
for the same span was 9.32%.

Both systems are well diversified and currently have asset allocation policies that, in our opinion, are
consistent with achievement of a “real” return slightly greater than 5%.

In summary, fiscal 2007 was an unusually strong year during which the Systems participated fully in robust
global financial markets.

Sincerely,

Michael J. O’Leary, Jr., CFA
Executive Vice President
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Department of Revenue
Treasury Division

Staff

External Money Managers and Consultants

Investment Consultants
  Callan Associates, Inc.
     Denver, CO
  The Townsend Group
     San Francisco, CA

Investment Advisory Council
  William Jennings
     Colorado Springs, CO
  Jerrold Mitchell
     Wayland, MA
  George Wilson
     Boston, MA

Absolute Return
  Cadogan Management, LLC
    New York, NY
  Crestline Investors, Inc.
    Fort Worth, TX
  Mariner Investment Group, Inc.
    Harrison, NY

Domestic Fixed-Income
  BlackRock Financial Management, Inc.
     New York, NY

Domestic Equity Large Capitalization
  Capital Guardian Trust Co.
     Los Angeles, CA
  Dresdner RCM Global Investors
     San Francisco, CA

Commissioner
Patrick Galvin

Deputy Commissioner
Brian Andrews

Chief Investment Officer
Gary Bader

Comptroller
Pamela Green, CPA

Cash Management
Michelle M. Prebula, MBA, CPA, CCM

Investment Officers
Bob G. Mitchell Casey Colton
Stephen R. Sikes Clay Cummins
Philip Bartlett Nicholas Orr
Zachary Hanna Ryan Bigelow
Victor Djajalie Bree Simpson
James McKnight

ARMB Liaison Officer
Judy Hall

  McKinley Capital Management, Inc.
     Anchorage, AK
  Relational Investors LLC
     San Diego, CA

Domestic Equity Small Capitalization
  Jennison Associates LLC
     New York, NY
  Lord Abbett & Co.
     Jersey City, NJ
  Luther King Capital Management
      Fort Worth, TX
  Trust Company of the West
     New York, NY
  Turner Investment Partners, Inc.
     Berwyn, PA

Domestic Equity Index Fund
  State Street Global Advisors
     Boston, MA

Emerging Markets
  Capital Guardian Trust Co.
     Los Angeles, CA
  J.P. Morgan Fleming Asset Management, Inc.
     New York, NY

Global Equity
  Lazard Freres Asset Management
     New York, NY
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External Money Managers and Consultants (con’t)

High Yield
  ING Investment Management
    Hartford, CT
  MacKay Shields LLC
    New York, NY

International Equity – EAFE
  Brandes Investment Partners, L.P.
     San Diego, CA
  Capital Guardian Trust Co.
      Los Angeles, CA

International Fixed-Income
 Delaware International Advisers Ltd.
     London, England

Private Equity
  Abbott Capital Management, L.P.
     New York, NY
  Blum Capital Partners
    San Francisco, CA
  Pathway Capital Management, LLC
     Irvine, CA

Real Estate – Agriculture
  Hancock Agricultural Investment Group
    Boston, MA
  UBS AgriVest, LLC
    Hartford, CT

Real Estate – Commingled Funds
  Cornerstone Real Estate Advisers, LLC
    Hartford, CT
  Coventry Real Estate Fund II, LLC
    New York, NY
  Heitman Capital Management
     Chicago, IL
  ING Clarion Partners
     New York, NY
  J.P. Morgan Investment Management Inc.
     New York, NY
  Lehman Brothers Real Estate Partners
    New York, NY
  Lowe Hospitality Investment Partners, LLC
    Los Angeles, CA
  Sentinel Real Estate Corporation
     New York, NY
  UBS Realty Investors, LLC
     Hartford, CT

Real Estate – Core Separate Accounts
  Cornerstone Real Estate Advisers, Inc.
     Hartford, CT
  LaSalle Investment Management
     Chicago, IL
  Sentinel Real Estate Corporation
     New York, NY
  UBS Realty Investors, LLC
     San Francisco, CA

Real Estate – Value Added Separate Accounts
  Invesco Realty Advisors
     Dallas, TX
  Lowe Enterprises Investment Management Inc.
     Los Angeles, CA

Supplemental Benefits System
Barclays Global Investors
     San Francisco, CA
  Capital Guardian Trust Company
     Los Angeles, CA
  Citizens Funds
     Portsmouth, NH
  State Street Global Advisors
     Boston, MA
  T. Rowe Price Investment Services
     Baltimore, MD

Deferred Compensation
  Barclays Global Investors
     San Francisco, CA
  Capital Guardian Trust Company
     Los Angeles, CA
  T. Rowe Price Investment Services

Baltimore, MD & Glen Allen, VA

Global Master Custodian
  State Street Bank & Trust Co.
     Boston, MA

Independent Auditors
  KPMG LLP
     Anchorage, AK

Legal Counsel
  Wohlforth, Johnson, Brecht,

       Cartledge & Brooking
     Anchorage, AK
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Public Employees’ Retirement System
Investment Report

The Investment Report was prepared by the State of
Alaska, Department of Revenue, Treasury Division.

INVESTMENTS

The State of Alaska Public Employee Retirement
System’s (PERS) investment goals are the long
term return and sustainability of the pension funds
under management.  Near-term market fluctuations
are integrated into the overall outlook of the fund
guidelines.  Annually, the Alaska Retirement Man-
agement Board (ARMB) sets its asset allocation
strategy in order to reflect changes in the market-
place while still retaining an optimal risk/return level
within the set constraints and objectives of the
ARMB.

During the 2007 fiscal year1, ARMB’s target asset
allocation was 36% domestic equities, 16% interna-
tional equities, 20% domestic fixed income, 2%
international fixed income, 10% real estate, 7%
private equity, 4% absolute return, 2% high yield
fixed income, and 3% other (farmland, energy and
treasury inflation protected securities).

For the 2007 fiscal year, PERS investments
generated a 18.88% rate of return.  The PERS
annualized rate of return was 11.54% over the last
five years.  The annualized rate of return over the
last fifteen and three-quarter years has been 9.50%.

INVESTMENT OVERVIEW

The diversification of the PERS investment portfolio
continued to protect overall returns.  For the 2007
fiscal year, the real estate portfolio gained 20.75%
and the international equity portfolio gained 30.20%.
The U.S equity portfolio generated a 20.10% return
up from 9.23% the previous year.

1 July 1, 2006 – June 30, 2007

EQUITIES

The Total Domestic Equity Pool is diversified across
large cap value, large cap growth, core, small cap
value and small cap growth equity styles so as to
gain broad market exposure.  For the 2007 fiscal
year, the pool posted a return of 20.10%.  This was
greater than the target return of 19.91%.  The
annualized domestic equity return for the five year
period was 10.26% up from 2.44% in the 2006 fiscal
year.  Investment guidelines for all asset classes are
approved by ARMB and govern investment objec-
tives, program risk management and implementa-
tion, procedures for investment, and other opera-
tional requirements.  Equity investment guidelines
include policies with regard to the types of permis-
sible equity investments, limitations on holding and
investment of cash, proxy voting, and restrictions/
prohibitions on the use of leverage and derivatives.

Within the International Equity pool the Non-U.S.
Equity Style managers invest their assets only in
non-U.S. equity securities.  The International Equity
pool return was 30.20% which was greater than the
target return of 29.25%.  The international equity
return for the five year period was 19.20% from
11.14% in fiscal year 2006.

FIXED-INCOME

The domestic fixed-income portfolio represented
18.0% of the total assets of PERS as of June 30,
2007.  The fixed-income portfolio uses a
core-oriented strategy investing in U.S. Treasury
securities, U.S. government agency securities, in-
vestment-grade corporate bonds, and mortgage-
backed securities.  The benchmark for the PERS
bond portfolio is the Lehman Brothers Aggregate
Bond Index.  Fixed income investment guidelines
include policies with regard to duration, credit
quality, sector concentration, issue concentration,
and company concentration.
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Public Employees’ Retirement System
Investment Report

Over the 2007 fiscal year, the PERS domestic bond
portfolio gained 6.20%, up from .05% the year be-
fore.  The Lehman Brothers Aggregate Bond Index
returned 6.12%, versus a negative .81% during
2006 fiscal year. The annualized domestic fixed-
income return for the five year period was 4.85%
from 5.23% in the 2006 fiscal year.

The international fixed-income portfolio, which rep-
resented about 1.8% of the total assets of PERS,
returned 1.97% over the 2007 fiscal year, compared
with a 2.20% posted by the Salomon Brothers Non
U.S. Government Index. The annualized interna-
tional fixed-income return for the five year period
was 8.37% from 12.44% in the 2006 fiscal year.
International fixed income guidelines include poli-
cies with regard to duration, credit quality, sector
concentration, issue concentration, company con-
centration, country restrictions, and currency hedg-
ing.

The High Yield portfolio, which represented 1.8% of
the total assets of PERS, returned 10.89% over the
2007 fiscal year.  This was less than the target return
of 11.69%.  High yield fixed income guidelines
include policies with regard to duration, credit qual-
ity, geographic concentration, sector concentration,
issuer concentration, and restrictions/prohibitions
on the use of leverage and derivatives.

REAL ESTATE

At the end of the 2007 fiscal year, PERS had 11.2%
of its portfolio invested in real estate. The portfolio is
primarily invested in specific institutional properties
geographically diversified across the U.S. Property
types include apartments, office, industrial, and re-
tail. The portfolio is also invested in value-added real
estate funds and REIT equity securities. Investing in
real estate helps diversify the overall portfolio due to
its low correlation to stocks and bonds. Real estate
adds a stable source of income and provides a
degree of inflation hedge.  Real estate guidelines
include policies with regard to property quality, geo-
graphic concentration, property size, property type,

leverage, insurance coverage, and environmental
evaluations.

The total return for real estate, net of fees, was
20.75% in fiscal year 2007 compared to 18.58% for
the 2006 fiscal year.  The five year annualized net
total return was 15.37% from 12.27% in the 2006
fiscal year.

PRIVATE EQUITY

PERS had 6.7% of its portfolio is invested in Private
Equity for long-term return enhancement and diver-
sification.  Investments are made through three
investment managers.  These investment manag-
ers have invested in over 100 private equity partner-
ships focused on venture capital, buyouts, or special
situations.  The private equity portfolio is well diver-
sified by strategy, industry, geography, manager,
and time.  Private equity policies and procedures
include guidelines with regard to investment quality,
diversification, investment structure, and operation
of the program.

During the 2007 fiscal year, the Private Equity com-
ponent of the PERS portfolio had a net return of
28.74% with a five year annualized return of 14.65%.

ABSOLUTE RETURN

During the 2006 fiscal year the PERS portfolio
began investing in absolute return strategies for
additional diversification.  Absolute return invest-
ments are made through three fund-of-fund manag-
ers and are 3.9% of the total portfolio.  Each fund is
well diversified by strategy and manager and targets
a 5% real return with low correlation to equity and
fixed income markets.  Absolute return policies and
procedures include guidelines with regard to invest-
ment objectives, investment structure, investment
quality, leverage, liquidity, strategy, manager con-
centration, risk management, and operation of the
program.  Absolute Return returned 10.00% over the
2007 fiscal year.  This was more than the target
return of 9.53%.
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OTHER

The PERS portfolio is also invested in farmland and
energy investments. These investments are rela-
tively new and are focused on providing the portfolio
with additional diversification.  The farmland invest-
ments are made through two separate account man-
agers responsible for assembling a well diversified
portfolio.  The energy investment manager is fo-
cused on creating a balanced and diversified portfo-
lio of oil, gas, and electric investments.  Collectively,
farmland and energy investments represent 1.2% of
the overall portfolio and had a net return of 11.28%
for the 2007 fiscal year.
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Public Employees’ Retirement System
Schedule of Investment Results

Fiscal Years Ended June 30

Annualized

2003 2004 2005 2006 2007 3 Year 5 Year

Total Fund
PERS 3.67% 15.08% 8.95% 11.74% 18.88% 13.11% 11.54%
Actuarial Earnings Rate 8.25% 8.25% 8.25% 8.25% 8.25% 8.25% 8.25%

U.S. Common Stock Returns
PERS Domestic Equities (0.97%) 20.06% 4.47% 9.23% 20.10% 11.08% 10.26%
S&P 500/Russell 2000 Composite 0.25% 19.11% 6.87% 9.67% 20.59% 11.68% 10.71%

International Stock Returns
PERS International Equities (5.18%) 31.71% 14.96% 28.73% 30.00% 24.44% 19.20%
Morgan Stanley Capital
   International EAFE (6.46%) 32.37% 13.65% 26.56% 27.00% 22.24% 17.73%

Domestic Fixed-Income
PERS 10.69% 0.60% 7.08% 0.05% 6.20% 4.40% 4.85%
Lehman Brothers Aggregate Index 10.40% 0.32% 6.80% (0.81%) 6.12% 3.98% 4.48%

International Fixed-Income
PERS 24.48% 7.52% 9.84% (0.27%) 1.97% 3.76% 8.37%
Salomon Non-U.S. Government 17.90% 7.60% 7.75% (0.01%) 2.20% 3.26% 6.91%

Real Estate Equity
PERS 8.97% 11.55% 17.42% 18.58% 20.75% 18.91% 15.37%
NCREIF 7.64% 10.83% 18.02% 18.79% 17.24% 17.98% 14.40%

S&P 500 = Standard & Poor’s Domestic Equity Stock Index
EAFE = Europe, Australia, and Far East Stock Index
NCREIF = National Council of Real Estate Investment Fiduciaries Index
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June 30, 2007

Actual

International Equity
19.55%

Domestic Equity
36.21%

Real Estate
10.87%

International Fixed-Income
1.85%

Domestic Fixed-Income
18.01%

Private Equity
6.69%

Other Investments
1.17%

High Yield Fixed-Income
1.77%

Absolute Return
3.88%

Policy

International Equity
16% ± 5%

Domestic Equity
36% ± 6%

Real Estate
10% ± 4%

International Fixed-Income
2% ± 2%

Domestic Fixed-Income
20% ± 3%

Private Equity
7% ± 5%

Other Investments
3% ± 3%

High Yield Fixed-Income
2% ± 2%

Absolute Return
4% ± 4%
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Public Employees’ Retirement System
Asset Allocation

June 30, 2006

Actual

International Equity
17.15%

Domestic Equity
38.20%

Real Estate
10.04%

International Fixed-Income
2.09%

Domestic Fixed-Income
21.62%

Private Equity
6.03%

Other Investments
0.76%

High Yield Fixed-Income
1.56%

Absolute Return
2.55%

Policy

International Equity
15% ± 3%

Domestic Equity
36% ± 6%

Real Estate
9% ± 3%

International Fixed-Income
2% ± 2%

Domestic Fixed-Income
24% ± 3%

Private Equity
6% ± 4%

Other Investments
3% ± 3%

High Yield Fixed-Income
2% ± 2%

Absolute Return
3% ± 3%



Alaska Public Employees’ Retirement System — FY 07 CAFR ❖ 83

Investment Section

Alaska Retirement Management Board
Top Ten Holdings by Asset Type

June 30, 2007

Invested assets under the fiduciary responsibility of the Alaska Retirement Management Board (ARMB) have
been commingled in various investment pools to minimize costs and maximize returns. Treasury Division
has created twelve different mutual fund-like pools to accomplish the investment asset allocation policies of
the ARMB. Using investment pools increases investment efficiency in three ways. First, combining individual
funds’ cash inflows and outflows to offset each other reduces the amount of cash on hand needed to support
daily operations. Second, pooling investments significantly reduces accounting, budgeting, and administra-
tive costs. Finally, the ARMB can achieve economies of scale by making available investment options that
could not otherwise be practically provided for smaller retirement funds. Following are the ten largest bond
holdings and the ten largest equity holdings by market value as of June 30, 2007.

Par Values/
Rank Security Fair Value Shares

Fixed-
Income 1 Federal Farm Credit Discount Note 7/5/2007 $99,393,00 99,393,000

2 Federal Home Loan Discount Note 7/2/2007 94,198,000 94,198,000
3 United States Treasury 4.875 6/30/2012 94,200,000 93,935,061
4 United States Treasury 6.25 8/15/2023 81,696,000 90,733,625
5 United States Treasury 4.875 6/30/2009 82,720,000 82,707,075
6 FNMA 5.00 Aug 2007 Mortgage Backed Security TBA 72,118,000 67,520,478
7 United States Treasury 4.50 5/15/2017 68,313,000 65,495,089
8 FNMA 5.50 Aug 2007 Mortgage Backed Security TBA 64,638,000 62,335,271
9 FNMA 6.00 Aug 2007 Mortgage Backed Security TBA 51,000,000 50,398,358
10 United States Treasury 4.75 2/28/2009 47,300,000 47,174,359

Note: As of 06/30/07, the above pool of fixed income securities was owned by the following retirement
systems: PERS—68.50%; TRS—30.70%; JRS—0.45%; NGNMRS —0.36%

Rank Shares Fair Value Security
Equities 1 $1,367,372 114,695,163 Exxon Mobil Corp.

2 $2,666,800 102,085,104 General Electric
3 $1,959,852 81,333,858 AT&T
4 $2,452,800 72,284,016 Microsoft Corp.
5 $1,211,364 62,130,860 Citigroup
6 $1,154,972 55,958,393 JP Morgan Chase
7 $1,961,600 54,630,560 Cisco Systems
8 $1,102,661 53,909,096 Bank America Corp.
9 $1,905,300 48,718,521 Pfizer Inc.
10 $673,100 47,211,234 Altria Group Inc.

Note: As of 06/30/07, the above pool of fixed income securities was owned by the following retirement
systems: PERS—68.50%; TRS—30.70%; JRS—0.45%; NGNMRS —0.36%

Additional investment information may be obtained from the Department of Revenue, Treasury Division, P.O.
Box 110405, Juneau, Alaska 99811-0405.
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Public Employees’ Retirement System
Schedule of External Management Fees

Year Ended June 30, 2007

Fair Value Fees
Investment  Management Fees

International Fixed-Income
Mondrian Investment Partners $    201,681,837       372,254

High Yield Pool
ING Investment Management 97,243,527 421,096
MacKay Shields, LLC               98,112,787       386,361

Total High Yield       193,356,315       807,457

Domestic Equity Pool
Cap Guardian Trust Co. 274,298,397 432,247
SSgA S&P 500 Index Fund - 102,770
TCW Asset Management Company 14,029 1,099,728
Jennison Associates, LLC 145,771,393 956,325
Lord Abbett & Co 145,353,163 861,698
Luther King Capital Management 126,095,324 577,700
Lazard Freres 294,065,771 973,786
McKinley Capital Management 272,025,761 822,667
RCM 282,444,450 817,064
Relational Investors, LLC 325,063,855 2,059,587
Tukman, Value 619,938 1,140,911
Turner Investment Partners 140,952,441 962,722
SSgA Russell 2000 ERISA 10,094,711 1,303
SSgA Russell 2000 Value 163,867,902 6,494
SSgA Russell 200 68,585,327 2,701
SSgA Russell 1000 Growth 598,643,668 42,384
SSgA Russell 1000 Value 888,949,046 56,991
SSgA Futures Small Cap 4,661,198 16,998
SSgA Futures Large Cap 4,583,489 18,547
Barrow, Haney, Mewhinnwy & Strauss 102,510,301 -
Quantitative Management Assoc. 102,537,496 -
Invesco Realty Advisors                          -         21,678

Total Domestic Equity Pool    3,951,137,661  10,974,297

Private Equity Pool
Blum Capital Partners-Strategic 34,565,219 -
Blum Capital Partners-Public  43,327,645 450,981
Pathway Capital Management LLC  264,802,956 717,205
Abbott Capital       386,917,498       826,324

Total Private Equity       729,613,318    1,994,510

International Equity Pool
Brandes Investment Partners 465,224,593 1,633,063
Cap Guardian Trust Co 385,657,703 949,006
Lazard Freres 365,933,963 765,151
McKinley Capital Management 322,741,067 1,317,768
State Street Global Advisors      303,466,595 1,278,908
State Street Global Advisors Futures International           5,769,756         12,826

Total International Equities    1,848,793,677    5,956,722
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Public Employees’ Retirement System
Schedule of External Management Fees (con’t)

Year Ended June 30, 2007

Fair Value Fees

Absolute Return Pool
Mariner Investment Group $     165,729,290 649,495
Cadogan Management LLC 85,051,119 446,569
Crestline Investors, Inc.        117,322,780         845,169

Total Absolute Return        423,103,189      1,941,234

Other Investment Pool
TCW Energy Fund 43,301,322 180,797
UBS Agrivest, LLC 41,722,232 134,607
Hancock Agricultural Investment Group       33,781,212 53,516
TCW Energy Fund XIV-A            8,989,256                     -

Total Other Investment        127,794,022      1,598,458

Emerging Markets Equity Pool
JP Morgan Investment Management 126,500,202 834,985
The Capital Group Inc.        157,423,428         763,473

Total Emerging Market        283,923,631      1,598,458

Real Estate Pool
Cornerstone Real Estate Advisors 140,593,835 317,534
Lasalle Investment  Management 174,423,387 430,714
Coventry Real Estate Advisors 34,993,385 255,652
Lowe Hospitality Investment Partners 36,091,843 207,070
Tishman Speyer Real Estate Venture VI  64,438,206 203,456
Rothschild Five Arrows  21,784,847 188,124
Cornerstone Rotational Fund  19,317,259 119,299
ING Clarion Partners    23,256,937 129,637
Lehman Brothers Real Estate Partners  77,819,184 515,552
J.P. Morgan Strategic Partners  159,897,888 540,869
UBS Brinson Consolidated Account  61,261,284 210,111
UBS Brinson Separate Account 238,417,428 577,044
Sentinel Real Estate Corporation 57,161,293 113,743
BlackRock Diamond Property Fund 10,347,427 6,155
LaSalle Medical Office Fund II            1,323,144         132,063

Total Real Estate     1,121,127,346      3,947,023

Total $  8,880,530,996    27,960,875

Custodian

State Street Corporation         896,720

Investment Advisory
Callan Associates 37,471
The Townsend Group          98,583

Total Investment Advisory         136,053

Investment Performance Measurement
Callan Associates         168,027

Total External Management Fees  $ 29,161,675
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Public Employees’ Retirement System
Investment Summary Schedule

June 30, 2007

% of % of
Asset Allocation Market Asset Total

Policy Range Value Class Assets

Participation in Pools Owning
Fixed-Income Securities

Domestic
Short-Term $           20,752,106 1.06% 0.19%
Retirement 1,944,874,450 98.94% 17.82%
External                           -    0.00%      0.00%

Total Domestic Fixed-Income  20% 17-23%    1,965,626,556 100.00%    18.01%

International
International Fixed Income Pool    2%     0-4%       201,681,837 100.00%      1.85%

High Yield
High Yield Fixed Income Pool    2%     0-4%        193,356,315 100.00%      1.77%

Total Fixed-Income  24% 21-35%     2,360,664,708    21.63%

Participation in Pools
Owning Domestic Equities

Small cap(1) 6% 3-9% 736,810,161   18.65%      6.75%
Large cap  30% 27-33%     3,214,327,500   81.35%    29.46%

Total Domestic Equities  36% 30-42%     3,951,137,661 100.00%    36.21%

Participation in Pools Owning
International Equities

International 14% 11-17% 1,848,793,677 86.69% 16.94%
Emerging Markets    2%    0-4%        283,923,631   13.31%      2.60%

Total International Equities   16% 11-21%     2,132,717,309 100.00%    19.55%

Participation in Pools owning
Alternative Investments

Private Equity     7%  2-12%        729,613,318 100.00%      6.69%

Other Investments    3%     0-6%        127,794,022 100.00%      1.17%

Absolute Return    4%     0-8%        423,103,198 100.00%      3.88%

Participation in Real Estate
Mortgages, net of allowances 2 0.00% 0.00%
Real Estate Pool 10% 6-14%     1,186,582,353 100.00%    10.87%

Total Real Estate   10%   6-12%     1,186,582,355 100.00%    10.87%

Total Invested Assets 100%  $10,911,612,562 100.00%

(1) Includes only securities held by those managers with small cap mandates.  Does not include small cap
holdings which may be held in other managers’ portfolios.
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Public Employees’ Retirement System
Recaptured Commission Fees

Year Ended June 30, 2007

Domestic   International
      Equity          Equity            Total      

$     420,134 52,468 472,602

The ARMB’s Commission Recapture program has been in place since 1995, first working with various brokers then
switching to the State Street program in 2005. Under a commission recapture program a portion of the commissions
and mark-ups on trades (placed through the State Street broker
network) flow directly back to the fund.

The program allows managers to place trades for commission recapture purposes. The ARMB has established
direction percentages for the managers to strive for, but is only requiring best efforts to meet them given their fiduciary
obligation to achieve best execution of transactions.

The current rebate arrangement with State Street Global Markets is:  80% of the brokerage commissions earned in
executing domestic equity transactions; 72% of the brokerage commissions earned in executing domestic equity
transactions via correspondent brokers; and, 60% of the brokerage commissions earned in executing international
equity transactions.

Net Securities Lending Income
Year Ended June 30, 2007

Securities lending income $   52,457,009
Less Securities lending expense      49,817,085

Net income from securities lending activities    $     2,639,924

Alaska Statute 37.10.071 authorizes the ARMB to lend assets, under an agreement and for a fee, against deposited
collateral of equivalent fair value. The ARMB has entered into an agreement with State Street Corporation (the Bank)
to lend equity and domestic fixed-income securities. The Bank, acting as the ARMB’s agent under the agreement,
transfers securities to broker agents or other entities for collateral in the form of cash or securities and simultaneously
agrees to return the collateral for the same securities in the future.

Cash collateral is invested in a registered 2(a)-7 money market fund which is valued at amortized cost approximating
fair value. The ARMB does not have the ability to pledge or sell securities collateral unless the borrower defaults,
therefore securities collateral is not recorded on the financial statements.
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