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The Callan Periodic Table of Investment Returns (1980-1999)

The Callan Periodic Table of Investment Returns conveys an enormous amount of information. Above all,
the table shows that the case for diversification, across investment styles (growth vs. value), capitalization
(large vs. small), and equity markets (U.S. vs. international) is strong.

While past performance is no indication of the future, consider the following observations:

e TheTable illustrates the unique experience of the last five years. Large cap growth performance (red
boxes) is unprecedented in the last 20 years. No single asset class has historically persisted at the same
relative ranking longer than four years.

e The large cap growth (red boxes) style appears to be more volatile relative to large cap value or the
S&P 500.The variability of large cap growth’s ranking is similar to that of international equity, as repre-
sented by the MSCI EAFE Index.

e Large cap value (purple boxes) has never ranked eighth and has been ranked seventh just once,
a superlative record not demonstrated by any of the other asset classes. However, value has never
ranked first, and has not been higher than third since 1986.

e While small cap (yellow, gold and brown boxes) seriously underperformed large cap from 1994-1998,
the various flavors of small cap investing (Russell 2000 Growth and Value) have performed very well
during several cycles over the past 20 years and ranked first in 35% of the annual observations.

«  While international equity (white boxes) has endured several multi-year periods of relative
underperformance, the asset class ranked first in 25% of the observations.

e The case for the role of fixed income (green boxes) in a portfolio is less compelling when the com-
parison is restricted to returns. Characteristics such as low volatility and low correlation with equities
must be considered. It should also be noted that the full range of fixed income styles available to
investors is not represented here.

For the purposes of this analysis, we have assumed that market indices are reasonable representations of
asset classes and depict returns that an investor could expect from exposure to these styles. In fact,
investment manager performance relative to the different asset class indices has varied widely across the
asset classes during the past 20 years.



The Callan Periodic Table of Investment Returns %
Annual Returns for Key Indices (1980-1999)

Ranked in order of performance (Best to Worst)

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999
Value Growth Vall
56.14% 69.46% 24.64% 29.47% 51.18% 23.15% 32.57%

7.78%

MSCI
EAFE

23.69%

B S&P 500 Index measures the performance of large capitalization U.S. stocks. The S&P 500 is a market-value-weighted index of 500 stocks that are traded on the NYSE, AMEX
and NASDAQ. The weightings make each company’s influence on the Index performance directly proportional to that company’s market value.

[ S&P/BARRA 500 Growth and [l S&P/BARRA 500 Value indices measure the performance of the growth and value styles of investing in large cap U.S. stocks. The indices are

constructed by dividing the stocks in the S&P 500 Index according to price-to-book ratios. The Growth index contains stocks with higher price-to-book ratios. The Value index contains
stocks with lower price-to-book ratios. The indices are market-capitalization-weighted, and their constituents are mutually exclusive.

B Russell 2000 Index measures the performance of small capitalization U.S. stocks. The Russell 2000 is a market-value-weighted index of the 2,000 smallest stocks in the broad-market
Russell 3000 Index. These securities are traded on the NYSE, AMEX and NASDAQ.

| Russell 2000 Value and [ ] Russell 2000 Growth indices measure the performance of growth and value styles of investing in small cap U.S. stocks. The Value index contains those
Russell 2000 securities with a less-than-average growth orientation, while the Growth index contains those securities with a greater-than-average growth orientation. Securities
in the Value index generally have lower price-to-book and price-earnings ratios than those in the Growth index. The constituent securities are NOT mutually exclusive.

[ ] MSCI EAFE is a Morgan Stanley Capital International index that is designed to measure the performance of the developed stock markets of Europe, Australia, and the Far East.

[ LB Agg is the Lehman Brothers Aggregate Bond index. This index includes U.S. government, corporate and mortgage-backed securities with maturities up to 30 years.
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© 2000 Callan Associates Inc.




~ Exxon Valdez Oil Spill Trustee Council

6435 G Street. Suite 401, Anchorage. AK 99501-3451  907-278-8012 fax:907.276-7178
November 29, 2000

Dolly C. R. Reft
415 Erskine Avenue
Kodiak, Alaska 99615

Dear Ms. Rett:
Thank you for your November 20, 2000 letter. In response to your requests for materials:
1. There are no approved appraisals at this time. An appraisal was contracted for by the

Alaska Department of Natural Resources, but it has still not been finalized. When the
appraisal has been finalized, I would be happy to make sure you are sent a copy.

[Re]

Discussions are ongoing at this time only concerning the appraisal for lands on the
lower Karluk River. Further discussions would only be held once the appraisal is
completed. The Alaska Department of Law on behalf of the State of Alaska and the
U.S. Fish and Wildlite Service on behalf of the United States have the lead. [ have no
materials in this office other than those ['ve already sent you.

The agencies that would be involved in habitat protection for these areas are the
Alaska Department of Fish and Game for lands outside the Kodiak National Wildlife
Refuge and the U.S. Fish and Wildlire Service for lands inside the refuge.

(V)

4. Inaccordance with federal and state iaws, subsistence activities are provided for on
lands acquired through the Trustee Ceouncil’s habitat program.

th

through 15. These refer to a proposal the Trustee Council has under consideration for
coniracting with a non-profit to assist with some of the Council’s habitat protection
efforts. That proposal will be discussed at the Council's December 4-3, 2000
meeting, with no action planned. It is unclear if the Council will continue 10 pursue
this effort, but [ will be sure to let vou know if they do. Another Council meeting is
scheduled for January 16, 2001.

[ hope this answers your questions. [fvou would like to listen in to the Trustee Council
meeting or comment during one of two public comment periods (December 4 at | p.m. or
December 5 at 8:30 a.m.), you can do so oy calling 1-800-315-6338. Code, when
requested, is 777 then the # sign.

Sincerely.

(1

Federal Trustees State Trustees
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* DoN YOUNG, CHAIRMAN

Comumittee on Regources
THasghington, BE 20515

H.95. House of Representatives @ ECEIVE [?\\

7
i

November 20, 2000

Molly McCammon, Executive Director
Exxon VALDEZ Oil Spill Trustee Council
645 G Street, Suite 401

Anchorage, Alaska 99501-3451

Dear Ms. McCammon:

I am writing in regard to the impending negotiations between the Exxon VALDEZ Oil
Spill Trustee Council (“EVOS”) and the Karluk IRA Council for the purchase of certain lands (or
interests therein) presently held by the latter. The lands in question are the 1860 acres transferred
by Koniag, Inc., to the Council for the benefit of 186 shareholders of the former Karluk Native
Corporation. My staff has discussed this issue with you, and we have both been contacted by
Koniag and Dolly Reft, a shareholder of the former Karluk Corporation.

You advised my staff that negotiations are not yet underway, and that if they are
commenced, a full title search and analysis would be conducted by attorneys for EVOS to resolve
any concern with the status of these lands. It appears the appraisal EVOS and the IRA Council
agreed to 1s a an indicator that negotiations are likely to occur in the near future.

Having reviewed the materials you, Koniag and Dolly Reft sent me, it is my opinion that
EVOS should not proceed with negotiations to purchase the subject lands (or an interest in them)
until it is determined that a deal will equally benefit all 186 shareholders of the former Karluk
Corporation in accordance with the intent of Koniag’s original transfer of the 1860 acres. It
might be prudent to delay action on these particular lands until the 186 affected Natives work out
their concerns with the IRA Council. EVOS’ Federal trustees have an official responsibility to
see that benefits from ANCSA lands devolve to their intended beneficiaries.

Thank you for your consideration of my views, and I look forward to your response.

' DON YOUNG
Ch?frman
DY/cnf

cc: Dennis Metrokin

http://mww.house.gov/resources/




November 20, 2000
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EXXON VALDEZ Qi SPILL
TRUSTEE COUNCIL

Ms. Molly McCammon

Executive Director

Exxon Valdez Oil Spill Trustee Council
645 Q. Street Suite 401

Anchorage, Alaska 99501

Dear Ms. McCammon,

I am one of the original shareholders of the Karluk Native Corporation and am writing in regard to
the letter written to you by Mr. Dennis Metrokin, President of Koniag.

I can tell you that as a non-resident shareholder of this particular corporation, I have not been informed
about any of the business practices of the Karluk Tribal Council. But as of the date of the letter from Mr.
Metrokin I know that you know that I am not the only one.

As stated in the enclosed letter to my congressman, I have tried in the past to gain information and have
received practically nothing. May I ask you, is this the workings of a council working in the best interests
of all, 100% of its shareholders or not? The answer is quite obvious.

This letter is to inform you that I fully support and applaud the efforts of Ms. Dolly Reft and Mr.
Metrokin. And I do not believe you ought to be doing business with people who have not fully informed
or even asked all the people involved who have rights under applicable laws, what they want. I cannot
believe that you or the EVOS Council would consider taking any action under these circumstances.

In his letter Mr. Metrokin stated “Koniag’s request be that any agreements made with the Karluk IRA
which involved land acquired under the merger include a provision that protects the rights of all of the
former shareholders of the Village Corporation who were the intended beneficiaries of the land grant”.
As an individual shareholder I would ask that a provision be the least that you would do. I would ask that
you would refuse to have any dealings with a corporation does not have full consent or authority of the
majority or knowledge of it’s people. You have to be people of integrity or else you wouldn’t be where
you are today. I ask that you cease any negotiations with Karluk until such a time as needed to reorganize,
inform all shareholders and a voting forum is established.

As an original shareholder, I have been silent too long and intend to change that today with these
letters.

I would like to know your intentions with the Karluk IRA, what are the proposals, what negotiations
are in progress with them? Obviously, I am an uninformed shareholder, from Mr. Metrokin’s letter, [ am
one out of 80%. This won’t be how you will be doing business is it?

1 await your response.

S%; ¥ /éé /ggé/ /JCM/

Wanda Katelnikoff Kaiser
Box 106

Port Lions, Alaska 99550
(907) 454-2483

cc: Dolly Reft,
Karluk Tribal Council
Dennis Metrokin



November 20, 2000

Ms. Dolly Reft
415 Erskine Avenue
Kodiak, Alaska 99615

Dear Dolly,

I have received a copy of the letters from Dennis Metrokin along with the ones he wrote to Don Young
and Molly McCammon.

I just wanted you to know that you have my full support and I am willing to help you in any way that I
can. We have been, [ have been silent too long and it is time to do sometime. I don’t know what I can do
but I am willing to help.

Enclosed are letters that I have written to Congressman Young and Ms. McCammon. Please let me
know what I can do. I do have a computer and can type for one thing, so let me know. Thank you for all

& you are doing for us.
1 ST L Siser

Wanda Katelnikoff Kaiser
Box 106

Port Lions, Alaska 99550
(907) 454-2483

iy




Wanda Katelnikoff Kaiser
Box 106
Port Lions, Alaska 99550

November 20, 2000

Mr. Dennis Metrokin
President

Koniag Incorporated
4300 B Street, Suite 407
Anchorage, Alaska 99503

Dear Mr. Metrokin,

I wanted to take a moment to thank you for the information I received in the mail today. I thank
you and the board of Koniag for ‘going to bat’ for us the 80% of the original Karluk Native
Corporation. I am one of that 80% who over the past few years have tried to get some
information from the Karluk Tribal Council with no success. I wastold frequently that the
person I was calling was not in the office, I tried her home, she was not there. I was very
frustrated and at times frustration leads to discouragement. So I have been pretty discouraged
about my corporationuntil today.

Ik that I have not been active, as stated in my enclosed letter to our Congressman, but I
wouru uke to change that and to help somehow.

I applaud Dolly’s active roll she has been playing in all this and want to encourage and help.
Enclosed you will also
find the letter of support to her and letters to Ms. McCammon and Congressman Young.

Please express my gratitude to the Board and do keep up the excellent work you are doing for all
of us.

Sincerely,
//7!/@/1, //lézfa%///éfé?f 7z
Wanda Katelnikoff Kaiser

cc: Dolly Reft



November 20, 2000

The Honorable Don Young
2111 Rayburn Bldg.
Washineton, D, C. 20515-0201

Des gressman Young,

This letter is in regard to the November 15, 2000 letter from Mr. Dennis Metrokin, President, Koniag
Inc.

I am one of the 186 original shareholders of the Karluk Native Corporation. I know that Mr. Metrokin
has informed you of the situation between the local Karluk shareholders and the ones who live elsewhere.

1 would just like to let you know that I am in full support of the efforts and concerns shared by the
uninformed, uninvited 80% of shareholders and the Board of Koniag.

I know by your position that you are an intelligent and caring man who has served faithfully the people
of our wonderful state and I thank you for that. I also believe you will be most interested with our concerns
and be willing to help in any way that you can. You know yourself how awful it would be to have your
homelands sold without your consent or input. Or to be told that just because you choose not to reside
there that you have no say so in what happens to your land or assets. The word ludicrous comes to my
mind. Not only is this unfair in the least, it is not right, plain and simple.

Several times in the past I have attempted to reach the president of the Tribal Council at Karluk to no
avail. I have received minimal news about what is going on with the village, our land that is held in trust,
really any information at all. Iam so discouraged by the lack of information given me and others, by the
Karluk IRA Council. Are we all to uproot our families and move back to Karluk just so that we could
receive that which is rightfully ours? I think not.

I know that | have not been an active participant in the affairs of my corporation but today I would like
to change that. So I am willing to help Ms. Dolly Reft, the Koniag Board, the Karluk Native Corporation
and the Karluk Tribal Council to make sure that all shareholders, 186, receive all that is due them.

I don’t know exactly what it is that you can do to help but I know that it will be something. I may not
choose to return to Karluk to live but who's to say that one of my six children will not want to? They ought
to have something to return to.

I you for your time and for your service to our concerrs,
Respegguily, . ..
Y /1/'. 144/9/ Lpcacr

Wanda Katelnikoff Kaiser
Box 106

Port Lions, Alaska 99550
(907) 454-2483

cc: Dolly Reft
Karluk Tribal Council
Dennis Metrokin, Koniag
Molly McCammon, EVOS



November 20,2000

Alicia Lynn Reft

President

Karluk IRA Tribal Council
Karluk, Alaska 99608

Dear Ms. Reft,

This letter is in regards to the letters that I have received from Dennis
Metrokin and Dolly Reft.

Quite frankly, I find this information more than disturbing. I have
thought this over trying to come up with the words that accurately convey
my feeling to you and the Ira Council concerning the sale of land, my land,
without my knowledge or consent. I believe the word WRONG should be
more than adequate. In a world where there is so much of this, is it
unimaginable that people of the same tribe should be compromising the
welfare of all for a select few.

I do not believe that I should uproot my family to move to a place
where I do not wish to live, for my own personal reasons, just so that I could
receive what is rightfully mine. Must I remind you of my ancestry? My
family came from Karluk, as well as yours and 185 other folks. If this didn’t
mean anything to me I would have enrolled to Larsen Bay or somewhere
else. But it did and it still does and always will matter to me. I have ten
acres of land that belong to me and you were to see to it that it was
protected, via the trust, and some day allocate that to me. You are aware of
the meaning of ‘trust’ are you not?

I am totally against this land sale to the EVOS Council and support
fully the efforts by Dolly Reft, Dennis Metrokin and others that obviously
are working with my best interests in mind, unlike yourself who is not. I am
so disappointed with these latest developments about what is happening with
my corporation. I am also positive that if the older folks who have died, who
used to live there, could see this now, this would bring them shame, for they
would never do business this way.

In closing I would like to know that since there is a family from Karluk
who have moved to Quzinkie, because of work, have they also lost their




s S

voting rights. Are they in jeopardy of losing moneys received from this
proposed land sale? I would like to know. I would also like to know the
details of this proposed land sale. Am I to receive any information?
Enclosed are copies of letters of support and thanks to Dolly Reft, Dennis
Metrokin and also letters to Congressman Young and Molly McCammon.

It is my hope that you and the IRA Council will rethink your actions
regarding this proposed land sale so that any legal actions will not be
necessary by the remaining 80% of shareholders, for I am in full support of
taking any actions needed to protect what legally belongs to me and the
original 186 shareholders of Karluk Native Corporation.

[ await your response.

Sincerely, | _
M /QW Viirr
Wanda Katelnikoff Kaiser

Box 106

Port Lions, Alaska 99550
907-454-2483

cc:  Dolly Reft
Congressman Young
Molly McCammon
Dennis Metrokin



2000-2002 Public Advisory Group members

Torie Baker, Cordova

Chris Beck,Anchorage

Chris Blackburn, Kodiak

Dave Cobb, Valdez

Gary Fandrei, Kenai

Brett Huber, Soldotna

Dan Hull, Anchorage

Jim King, Juneau

Chuck Meacham, Juneau

Pat Norman, Port Graham
Lloyd "Bud" Perrine, Cordova
Gerald Sanger, Whittier

Stan Senner,Anchorage

Stacy Studebaker, Kodiak
Chuck Totemoff, Anchorage

Ed Zeine, Cordova

** Martha Vlasoff, Anchorage

Commercial Fishing
Public at Large

Public at Large

Public at Large

Public at Large

Sport Hunting & Fishing
Public at Large
Conservation
Science/Academic

Native Landowner
Aquaculture

Commercial Tourism
Environmental
Recreation Users

Forest Products

Local Government
Subsistence** TC will meet 12/8 at 2 pm

to confirm her selection for consideration on PAG

Also attpdrie d—
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information Packet

Nomineas for membership to the Public Advisory Group should providé the following

information:

® A biograbhical sketch (education, experience, address, telephone, fax);

® Infon"nxation about the nomines's knowledge of the region, peoples or
economic and social -activities of the area affected by the 7/V Exxon
Valdez oil spill, or expertise.in public lands and resource management;

®  information about the nominee's relationship/involvement (if any) with
the principal interest to be represented;

® - A statement explaining any unique contributions the nominee will make
to the Public Advisory Group and why the nominee should be appointed
to serve as a member;

®  Any additional relevant information that would assist the Trustee Council
in making a recommendation; and

® -Answers to the conflict of interest questions listed below.

fli In

Public Advisory Group members and their alternates are chosen to represent a broad range of .
interests. It is possible that action could be taken by the Public Advisory Group when one or
more of the members have a direct personal conflict of interest which would prejudice and

call into question the entire public process. To avoid this and.to enabls the Trustee Coungcil

to choose appropriate individuals as members and/or aiternates to members, it is necessary
that each nominee provide the following information with their information packet. If the
answer to any of these questions is yes, please provide a brief explanation of your answer. A
yes will not necessarily preclude any nominee from being appointed to serve on the Public
Advisory Group.

® Do you, your spouse, children, any relative with whom you live or your
smployer have, or are you defending, a claim filed before any court or
administrative tribunal based upon damages caused by the 7/V £xxon

Valdez oil spill? Ves subs /stenae c,/a,/m

o Do you, your spouse, chlldren any relative with whom you hve or your
amployer own any property or interest in property which has been, or is
likely to be, proposed for acquisition by the Trustee Council? 1o

@ Have"you, your spouse, children, any relative with whom you live or your
employer submitted, or likely will submit, a proposal for funding by the
Trustee Council; or be a direct beneficiary of such a proposal? ho

o Do you know of any other potential actions of the Trustee Council or the
Public Advisory Group to have a direct bearing on the financial condition
of yourself, your spouse, children, other r latnve with whom you live or
your employer?- ;

%

£0

e /S 2000
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MARTHA VLASOFF

'OBJECTIVE -

To see the Chugach Region have a strong cultural foundation and
pride in our culture/spiritual beliefs, our own personal power, and

especially our Elders and youth.

PERSONAL SKILLS - -

Intuitive and creative problem solver

Ability to work with and-respect diverse cultures
Articulate defcnder of Indigenous issues
Ability to work unsupervised

Or’ganizational.skills to transform group visions into real programs
with purpose -

Excellent communication:skills

A long history of work and respect fdr Alaska Native Elders

INTERESTS ~AND’ ACTIVITIES
The pride of my Unungan heritége is strong and exhibits itself in

my love forAth‘é traditiqnal knowledge that I have learned from
- Elders and other friends: throughout my life. I want tosgtay close to

the life giving'propenics of nature as the Creator intended.

PHONE (907‘) 279-7004 « E-MAIL UN‘UNGANGIRL@YAHOO.COM
716 O STREET APT. #2 « ANCHORAGE AT.ASKA 90501
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MARTHA VLASOFF

EDUCATION

1976 - 1978  Sheldon Jackson College Sitka, Alaska
Hatcheries Technology ;

.® One Year Certificate in Fisheries Studies

1992 National Association of Native American Children of Alcoholics
Polson, Montana
Training of Trainers for Delayed Grief and Trauma

o Certification for completion of a week-long training at 'I'he Blue Lake Healing
Center sponsored by the Salish Kotenai Tribal CoIIege, facilitated by Jane
Middleton -Moz and Anna Lattimer.

1994 . Alaska Human Resource Development Anchorage, Alaska
Grant Writing

o Certification for a weeklong training, Alaska Native Philanthropy facilitated by
Rebecca Admonson, first Nations Development, Cindy Adams, Alaska Funding
Exchange and Gary Schwartz, The Fund of the Four Directions.

1995 : Alaska Funding Exchange Anchorage, Alaska
Grant Writing

¢ Certified for completion of a three-day intensive grant writing workshop.
1997-1999 University of Alaska Anchorage, Alaska

. Human Services

s  Associates Degree in Human Services with Emphasis in Diversity

1999. Koahnic Broadcast Corporation Anchorage, AK
Media/ Broadcast Jowrnalism '

Certificate for 6 month training in Apprenticeship Program for radio.

PROFESSIONAL EXPERIENCE

" 1964-1974  Commercial Fishing Cordova, Alaska

_De'ck}_zahdf’Cannery worker .
*  Worked with the Hoover Family crew and related jobs.

1974-1976 Hatchery Technician _ San Juan Hatchery, Prince William
Sound

Egg Take and Haichery Facility Worker
*  Worked for the first three years of the hatchery operations.
-1980-1981 Village Council Secretary Tatitlek, Alaska
Secretary ‘
» Kept financial and othér records organized.
1981 Alaska Dept of F&G Subsistence Tatitlek, Alaska
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Subsistence Usage Surveyor

*  Conducted surveys door to door 1o establish usage of fish and game.

1983-1984 Chugachmiut | Tatitlek, Alaska

Community Health Representative

* Developed community social activities as an alternative to substance abuse
including a gardening and green house project.

1984-1988 Tatitlek Village Council Tatitlek, Alaska

Tatitlek Mu,;eum Founder and Director

Established The Tatitlek Museum and Cultural Center with the guidance local Elders.
The museum sponsored two Chugach Regional Elders Conferences in the village and
two baidarka workshops under the direction of local Elders. Worked extensively with
one Elder; Ed Gregorieff to record the Sugcestun Language on Hypercard computer
program for use in the Tatitlek School system.

1989-1993 US Postal Service A Tatitlek, Alaska

Postal Worker

¢ Established and faclhtated the weekly mail distribution out of the Community
Center.

1992 " Suicide Prevention Coordinator " Tatitlek, Alaska

Suicide Prevention Activities Coordinator -
o Created and.facilitated a program to teach the youth about pottery and handed out
materials on combating teenage depression.
1994-1995 Chugachmiut Chugach Regional Language Preservation Project
Anchorage, Alaska

Project Coordinator

¢ Applied and received grant from the Administration for Native Americans to
record .the remaining fluent speakers.to the Suqcestun Language in order to
develop a regional curriculun for the language. .

1995 Chugach Heritage Foundation Anchorage, Alaska

Cultural Acrzvmes Coordinator

. Worked with the National Parks Service to apply for and receive a grant to
establish the Nuchek Spirit Camp to teach the youth traditional subsistence skills
and AlasKa Native art.

1996-1997 Chugach Regxonal Resourccs Commission Anchorage, Alaska

Community Involvement. Coordinator _

o  Worked-in the Exxon Valdez Oil Spill Trustee Council Office establishing better
communication between villages directly inmpacted by the spill with the
federal/state agencies and western scxenusts hired to study the long range impact
on the ecosystem. .

‘1999 Koahnic Broadcast Corporatlon Anchorage, Alaska

News Reporter Intern

* Conducting live interviews using audio equzpment for new stories of interest to the

general public and of special. interest to the Alaska Native audience living in

* Anchorage. Developed Public Service announcéments and radio dramas as a part
of the training. Develop public speaking skills.




Exxon Valdez Oil Spill Trustee Council

645 G Street, Suite 401, Anchorage, AK 99501-3451  907/278-8012 f{ax:907/276-7178
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EV Restoration
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Meeting

Group: 1C F(=

Meeting Request Form

Date:

Teleconference Operator

@Time:

Originator:  <>(242/4

D set up done

/

8<End:_ = /'S

1-800-235-0684 ALASCOM

1-800-770-2121 GCIl -

77

1-907-465-4648 LIO (258 8174 direct into monitoring room)

Confirmed Attendance

&‘/Yes / ®No

~, | 4. 278-8072 - 4th Floor, Large Conference Room
Participants

Name =Number
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Slide Projector:

Screen:
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DRAFT

Exxon Valdez Oil Spill Project Status Summary
FY 00 Work Plan
Quarter Ending September 30, 2000

Lead EY 00
Proj.No. Project Title Proposer Agency Funding
00567 Monitoring Environmental Contaminants in M. See/ADEC ~  ADEC $54.7

the Northern Gulf of Alaska

Project Tasks to be Completed this Quarter

Dec 20
CANCELED (SEE BELOW) - Issue RFP

Jan 17

IN APRIL, TRANSFERRED FUNDS TO NOAA TO PERFORM LITERATURE REVIEW - Select contractor
Jan-March *
DONE - Literature compilation provided

April-June
RESCHEDULED TO SEPTEMBER-Workshop (May)
DRAFT COMPLETED 11/00-Workshop summary and draft recommendation to reviewers (June 12)

July-Sept
?-Comments due {July 31)
ST AYED TO NOV. 30; WILL CONSIST OF WORKSHOP SUMMARY AND LITERATURE CITES (TITLES LIST AND

K)-Submit final report to Chief Scientist (Aug. 31)

00598 Publication: Resolution of Mixtures Containing  J. ShorttNOAA NOAA $13.5
Exxon Valdez Oil and Regional Background
Hydrocarbons in Subtidal Sediments

Project Tasks to be Completed this Quarter

August
DUE DATE EXTENDED TO 1/1/01. Submit ms. to journal {clarifying relative contributions of EVO and coal hydrocarbons to

the hydrocarbons measured in PWS sediments after the spill)

Conference
DID NOT ATTEND; WILL PRESENT PAPER AT SOME OTHER CONFERENCE ONCE PAPER IS COMPLETE-American

Chemical Society Meeting, San Francisco




DRAFT

Exxon Valdez Oil Spill Project Status Summary
FY 00 Work Plan
Quarter Ending September 30, 2000

Lead FY 00
Proj.No. Project Title Proposer Agency Funding
00599 Evaluation of Yakataga Oil Seeps as J. Short/NOAA NOAA $75.6
Regional Background Hydrocarbon Sources
in Benthic Sediments of the Spill Area
Project Tasks to be Completed this Quarter
April-June
DONE-Collect sediment and water samples
July-Sept
UNDERWAY-Analyze samples for hydrocarbons
00605 Information Transfer to Resource Managers, Restoration Office ALL $19.8

Stakeholders, and General Public

Project Tasks to be Compieted this Quarter

Qct-Dec (by Dec. 1)

...ONGOING-Obtain articles not currently at ARLIS
é%- ONE-Convert abstracts of all articles and final reports into word processing format
=IONE-Convert bibliographies of articles and final reports to ProCite
DONE-Add key words and abstracts

CANCELED-Fiag articles that will have data useful to resource managers

Jan-March

{by Jan. 15}

DELAYED-Convert project database so it's searchable by key words

UNDERWAY-Add FY 00 projects to database

DONE-Update database with newly available final reports

DELAYED -Install software for searching data and ordering reports from ARLIS ¥

DONE USING OLD FORMAT; NEED TO CONVERT TO NEW FORMAT-Post bibliographies of articles and final reports
onto web using new format

(by Mar. 15)
DELAYED: MAPS NOT YET AVAILABLE FROM NOAA-Post ESI maps on web

April-June

CANCELED-Complete publication for resource managers

DELAYED; MAPS NOT YET AVAILABLE FROM NOAA-Make copies of ESI maps
POSTPONED; MAY DO IN FY 01-Host open house for rescurce managers




DRAFT

Exxon Valdez Oil Spill Project Status Summary
FY 00 Work Plan
Quarter Ending September 30, 2000

Lead FY 00
Proj.No. Project Title Proposer Agency Funding

00610 Kodiak Island Youth Area Watch P. Brown-Schwalenberg/CRRC - ADFG $61.8

Project Tasks to be Completed this Quarter

Sept-Dec
-Confirm research and data collection activities to be conducted on ongoing basis:
UNDERWAY-Collect shellfish samples for field test
DELAYED; CANT SAMPLE UNTIL APRIL-Analyze algae
DONE-Conduct harbor seal biosampling
UNDERWAY-Local research projects
DONE-Site teacher, tribal, and researcher orientation
DONE-Students selected
DONE-Student orientation and training

.l',

Jan-March
DONE-Data/samples to Pl (Mar. 1)
DONE-Site teacher follow-up training

April-June
. "™"*|E-Data/samples to Pl and reports complete (June 1)

£out

&

00630 Planning for Long-Term Research and Restoration Office ALL $84.7
Monitoring Program

Project Tasks to be Completed this Quarter

QOct-Dec '
DONE-Present draft of GEM to Trustee Council and PAG ¥
DONE-Release draft of GEM to public

DONE-Produce materials needed for public presentations

DONE-Conduct first round of stakeholder and public meetings

DONE-Revise draft of GEM and circulate to core peer reviewers

Jan-Mar

DONE-Address peer review comments and revise draft of GEM as needed

DONE-Present revised GEM to NRC

DONE-Meet with core reviewers at Annual EVOS Workshop to discuss transition projects to be invited in the FY 01
Invitation

April-Sept
ONGOING; MET WITH NRC JUNE 15-16 IN ANCHORAGE-Continue interactions with NRC as needed

REGIONAL FOCUS GROUPS MET IN JULY-Continue consultations wtih stakeholders and others as needed
UNDERWAY-Begin development of draft GEM Monitoring & Research Plan, FY 2003-07

——
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ANCHORAGE DAILY NEWS

NOVEMBER 3, 2000

S@@Mé Center settles for millions

The Associated Press

SEWARD — The Alaska
Seal.ife Center is preparing to
seal leaks and make other ma-
jor repairs after settling a
complex legal battle over
defective-construction claims.
The sertlement will net the 2-
year-old center $10.1 million.

Over the next couple of
months, the center will focus
on repairs that protect animal
welfare and employee safety,
center executive director Ty-
lan Schrock told the Seward
Phoenix-Log. More extensive
work will come later.

“The $10 million is tied to
real things that need to be
fixed,” he said.

The settlement lists 17 par-
tes involved in the $20.4 mil-
lion settlement.

Five construction firms and

nine insurance companies are
paying $14.1 million to the
Sealife Center.

In turn, the Seward re-
search facility will pay $4 mil-
lion to general contractor
Strand Hunt Construction.

Strand Hunt started the le-
gal battle in 1998 when it sued
the Sealife Center for more
than $7 million over change
orders. The center then sued
the contractor, saying work
was inferior and incomplete.
Various other suits were filed
involving insurance carriers.

Strand Hunt will receive
$6.2 million as a result of the
settlement, including $1.2 mil-
lion from the errovs and omis-
sions insurer.

In court documents, the
Sealife Center alleged defects
that include leaking exhibits,

concrete work that is cracked
and defective, peeling paint,
defective stainless steel coun-
ters and inoperative boilers.

The $56 million, 115-000-
square-foot 'SeaLife Center
has struggled financially
since it opened in May 1998 as
a research center where visi-
tors can watch scientists at
work. .

The center, built in. large
part with settlement money
from the Exxon Valdez oil
spill, lost $2.7 million in 1999.
. There had been concerns
that it would close after the
summer tourist season. But
U.S. Sen. Ted Stevens ob-
tained $5 million in federal re-
search grants for the center
and is seeking more money for
the center in the current fiscal
year.




By JON LITTLE

Daily News Peninsula Bureau .
SOL’B’_ A <A small
electrotiicspacked bobber that :one

- day may help unlock the mysterious _

ocean life of salmon is being tested
right now on seven Resurrectlon
Bay halibtit. =~ - .
The halibut are b1g — the largest
is 100 pounds — and well-suited to
the prototype devices, 3-inch-long
tags that look like snagged fishing
lures attached to a halibut’s back by

a tungsten w1re

© _YThe hahbut were just a species of
ch01ce One because they're large
-and, two, they were readily captured
“and seemed amenable to a period of

_time in captivity,” said lead -re-

searcher Jenn;%eg gjelien,- supervi-
~“sor of fisheries research for the bio-

‘logical resourcé division of the U.S.

Geological Survey.
Inside the cigar- shaped tag,

topped with a 2-inch, air-filled ball, is

a digital memory card and sensors

constantly recordmg water pres-

sure, light and temperatur R

The devices are progr ed fo
corrode their’ tungsten | w1re§ with
acid on June 15 and float to the sur-

face, where they will begin transmit-

ting their stored mformatlon to pass—
ing satellites. 3

Assummg everythmg works
right, scientists can:usé the’ stored
data to interpret where the hahbut

have been swunmmg ‘all wmter,‘

Nielsen said.

Anchorage Daily News
Sunday, November 26, 2000

Metro Section B

Sunrise and sunset provide the
longitude,” while temperature and
depth data suggest a fish’s latitude.
Accuracy is limited to a 40-nautical-
mile range. That's imprecise, she
said, but a more accurate locator, the
global positioning system, doesn t
work under water. = .

Five of the tagged hahbut werere-
leased Monday in Resurrection Bay.

"Two others were left behind .at the

Alaska Sealife Center in Seward,

partly so Nielsen can watch how the

fish cope Wlth their tags but aIso so
the center can display the surpns-

ingly lively halibut to visitors..

The flat-bodied fish adapted
qulckly in the month they were in
captivity at the sea life center. They
were being hand-fed within a week
and were swimming to the surface of
the center’s holding pond to: check
thingsout. .-« - .

. ‘The _$77,0QO=pEgiei{t, .

__t-._.-..-.__.__Sea Eaae B-2_ PRO. lE(‘T,

Continued from Page B-1 l

Exxon =~ Valdez Oil Spill
Trustee Council, is one of nine
ongoing research projects at
the center. N
While the project is really
to test the tags, Nielsen hopes
to learn a 11tt1e about halibut
behavior over the next eight
months. For instance, will the
‘halibut stick around, or will
they migrate? If so, how far?
“Some pedple say fish caught
off California come from
-Alaska. We will be able to doc-
‘ument any large ocean migra-
tions these fish might per-
form,” she said.
. Even the two captlve hal-
ibut are scheduled to have
their tags pop to the surface
June 15. Though the tags can
operate for up to three years,

Nielsen wanted the trial to run
Jjust as long as necessary.so

she could assess haw they
work.

_ While they've been used on

other large fish species, such
as tuna and marlin nearer the
equator, this is the first test so
far north, she said.

The ultimate goal is to test
this relatively new technology
so it can be used in other stud-
ies, whether it is halibut, ling

¢Some peop/e say
fish caught off
California come
fromAlaska. We
will be able to
document.any
large ocean
migrations these
fish might perform.?

— Jennifer Nielsen,
. lead researcher

Biologists understand a lot |
about salmon and other fish*
- species in Alaska's rivers and
streams, but little is known |
about’ how salmon behave or

even where they go, once they
migrate to salt water.

The pop-up tags being test-
ed require a fish of at least 7
pounds.' But a smaller proto-.

type is in the works that will |
do all the same thmgs and fit "}

smaller fish. . i

0 Reporter Jon Little can bej
reached at jlittle@adn.com or at:

AA~ AmA FALA
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Summary of Remarks of Dr. Bob Spies
Status of Work Plan
August 3, 2000 Trustee Council Meeting

Dr. Spies described the FY 01 Work Plan in regard to the categories of scientific
effort that are being undertaken and the historical context for the proposed work.

He also provided an update on the recovery status of the ecosystem, as follows.

We are in a transition period with the scientific program at the present time.
In the early days, we were focused mainly on the injury from the spill -- trying to
identify opportunities for restoration and track recovéry. As work progressed, we
saw that some species were not recovering at the rate at which we had hoped,
and we had to ask why those species were not recovering. [n about 1994, we
began to take much more of an ecological view, and instituted large ecosystem
projects. We are still in the process of receiving and considering the results of the
ecosystem studies.

A couple of years ago, we began a transition to a long-term monitoring
program. This included funding particular projects in the Work Plan that will help
us design a good long-term program for the Trustee Council in the coming years
and be prepared to actually start sampling in 2003. We're reaping tremendous
benefits, both in terms of results from these studies that are guiding future
activities and also in terms of tremendous contributions to the peer reviewed
literature. The scientific program has approximately 330 peer reviewed
publications in the scientific literature, which is a record the Trustees can be
proud of. We've also made solid contributions to management questions in a
number of different areas, particularly on-the-ground restoration.

Regarding the present status of the ecosystem, recovery is proceeding
quite well. However, there are some caveats and some things we should keep in
mind. First of all, there are still long-term effects in the ecosystem. Second, there
is still lingering oil in the environment. And third, we are kind of waiting for a

boost from nature.




Examples of long-term effects include: A lot of oil ended up in the intertidal
communities. There was a lot of aggressive cleaning and we saw impacts in
1989, 1990 and 1991 that were fairly severe. We've seen some recovery in that
direction but recovery is not complete. We still see evidence of long-term effects
in the intertidal, particularly on species like bivalves and worms, that have not fully
recovered from the spill effects.

Another example is the sea otter. Sea otters around the Knight Island area
took a very large hit at the time of the spill. We still do not see prespill numbers of
sea otters around Knight Island. Harbor seals and many seabirds have not
returned to prespill levels, particularly in Prince William Sound where they have
been studied most intensively. We note the Pacific herring has not return to
prespill levels. We have currently a very small biomass of Pacific herring in
Prince William Sound, sométhing around 30,000 tons. We still think that there is a
possibility of continuing injury to pink salmon and we're actively investigating
those with some continuing studies.

The second point is that there is still lingering oil in the environment.
Because of the armored beaches along much of the affected shoreline and
because of retention of oil by mussel beds, there is still oil. It is going down fairly
steadily, but it is going to be a long process for that oil to completely disappear. It
appears that there is continuing oil exposure to some higher trophic level
organisms, such as sea otters, harlequin ducks and pigeon guillemots. We have
employed some sensitive biochemical markers during the last four to five years
and we see elevations in enzymes that indicate exposure to oil and so we
continue to be concerned about that. The physiological implications or health
implications of exposures are still not clear. There is also probably some limited
exposure to intertidal flora and fauna, particularly from retained oil under boulders
and in mussel beds.

Third, we're waiting for nature to "do its thing" and to work its natural
healing processes. We know that the level of hydrocarbons that were spilled in
1989 is going down, but eleven years later there is still some in pockets and we

worry about the potential effects of those. They are slowly being oxidized by




>

different sorts of energetic processes in the environment, from things like
hydrocarbon degrading microorganisms.

We now have good evidence that primary productivity has been depressed
during the 1990s relative to some earlier periods. We think that an increase in
primary productivity could occur soon, if some of the predictions of some of the
climatic models are correct. But those models do not have a lot of predictive

power yet and have not been tested very thoroughly.



EVOS Investment Training
A mini-Callan College Session

Michael J. O’Leary, CFA
Executive Vice President
Callan Associates Inc.

December 5, 2000
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THE INVESTMENT FIDUCIARY
DEFINED

1. A person is a fiduciary with respect to a
plan or fund to the extent he or she has
discretionary authority over the plan or
the plan assets.

2. A person who renders investment advice
to the plan for a fee.

3. A person who has discretionary authority
with respect to plan administration.

E‘I ERISA Section 3(21)(A)




KEY CONCEPT #1

Liability Arises When a Fiduciary Does Not Define a
Process or Inconsistently Applies the Process.

Examples

® Plan Sponsor Hires a New Manager Without Screening
an Initial Database and Without Considering Common Due
Diligence Criteria.

® Board Issues an RFP and Hires a Manager Who Submitted
its RFP After the Due Date.

401(k) Plan Sponsor Hires a Bundled Provider and Does
Not Develop a Formal Performance Evaluation Process.

_ PRSI —
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KEY CONCEPT #2

The Role of the Trustee is to Manage the
Process, Not to Make Investment Decisions.

>  Set Policy

>  Select Service Providers
>  Assign Specific Tasks

>  Monitor Results

> Document Process

AR RN




UNIFORM CODE OF
FIDUCIARY CONDUCT*

1. Prepare Written Investment Policies, and Document the
Process Used to Derive Investment Decisions.

2. Diversify Portfolio Assets With Regards to the Specific
Risk/Return Objectives of Participants/Beneficiaries.

3. Use Professional Money Managers (“Prudent Experts”) to
Make Investment Decisions.

‘ 4. Control and Account for All Investment Expenses. I

S. Monitor the Activities of All Money Managers and Service
Providers.

6. Avoid Conflicts of Interest. I
@ *Summary of Fiduciary Requirements from ERISA and “Prudent Investor” Rules.
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STEPS IN THE INVESTMENT
MANAGEMENT PROCESS
Analyze
Current N
Position Design
Optimal : < Rebalance
i Formalize
Portfolio f
Step 2 Investment Implement
nggy Policy Moni(:or
Step 4 ax =
Supervise

Step 5

This is a Recommended Process for all Types of Clients
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WHAT IS ASSET ALLOCATION?

B Asset Allocation - The process of determining the optimal
allocation of a portfolio among broad asset classes based upon,
among other factors, the investor’s risk tolerance and time
horizon

B Focus is on broad asset classes:
® US Stocks
@® US Bonds
® Non-US Stocks
@® Non-US Bonds
@® Real Estate
@® Alternative Investments
® Cash

DR i




When Do Plan Sponsors Conduct an Asset
Allocation Review

* When their Risk Tolerance changes

* When their Asset-Class Preferences change
* When their Time Horizon changes

* When their Expected Returns change

= - > B

« Ifno RATE change, then typically every 5 years
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DEFINING CAPITAL MARKET

ASSUMPTIONS
Why Does Consultant Make Projections?

B Asset allocation optimization is used to deploy pension fund
assets most efficiently, given market environment

B Purpose of projections: guide asset allocation analysis

B Projections should be thought of as a set; not meant to peg the
actual returns for a given year

B Five-year annualized projections:

@® return
@® risk
® correlation

B Projections are updated each year, allowing for changes in
markets over time

S N e TR



CONSULTANT DEVELOPS CAPITAL

MARKET ASSUMPTIONS
Plan Sponsor Chooses Appropriate Asset Classes

Projected Risk and Return 2000-2005

Expected Standard

Asset Class Proxy Index Return  Deviation
Large Cap Domestic Equity S&P 500 8.90% 15.00%
Small Cap Domestic Equity CAI Small Index 10.40% 25.00%
International Equity MSCI EAFE 9.75% 21.50%
Domestic Fixed Income LB Aggregate 6.70% 5.50%
Int'l Fixed Income SB Non US Gov Bond 6.50% 10.00%
Real Estate Callan Real Estate 8.30% 16.50%
Alternative Investments VECO 100 11.50% 36.00%
Inflation CPI-U 3.25% 1.90%

&




FIVE-YEAR CAPITAL MARKET

PROJECTIONS
Higher Returns at the Price of Higher Risk

14%

|
12% - = Alt Inv

= Small Cap
10% = EAFE

m Large Cap
‘ m Real Estate
8% _
Dom Fixed
- = Non US Fixed
6%

= T-bills
4%

Return - Annualized

2%

|
0% | o

0% 10% 20% 30% 40%
Risk (Standard Deviation)




CORRELATION AND DIVERSIFICATION
Remember the Lesson From Capital Market

Theor
Portfolio Volatility Reduced

Asset Class A

Asset Class B

— ﬁg_ — S

1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000

e



CREATE ASSET MIX ALTERNATIVES
Mean-Variance Optimization ldentifies Efficient Mixes

Current Target Limits Asset Mix Alternatives

Asset Class Mix Mix Min Max 1 2 3 4 5
Domestic Large Cap 39% 33% 0% 100% 22% 25% 29% 32% 36%
Small/Mid Cap 4% 5% 0% 100% 1% 4% 7% 9% 12%
International Equity 14% 16% 0% 100% 8% 11% 14% 17% 20%
Domestic Fixed 31% 31% 0% 100% 64% 49% 33% 18% 4%
International Fixed 6% 5% 0% 100% 0% 3% 6% 10% 13%
Real Estate 6% 10% 0% 10% 3% 5% 7% 9% 10%
Alternative Investments 0% 0% 0% 100% 2% 3% 4% 5% 5%
Totals 100% 100% 100% 100% 100% 100%
Projected Return 7.91% 7.95% 7.00% 7.50% 8.00% 8.50% 9.00%

Projected Risk 10.25% 10.34% 7.53% 891% 10.42% 12.00% 13.64%




THE EFFICIENT FRONTIER
Trade-off Between Risk and Reward Across Mixes

Expected Return vs. Expected Risk

9.00% S
70%
. 8350% Equity
oS |
EE 800%
= i=- . 0
<3
g & . - |
§ s 7.50% | 1—A—Efﬁcient Frontier
"]
E;‘a ® Current Mix
0 |
7.00% 2% - W Target Mix
Equity
6.50% = | | | - |
7.0% 8.0% 9.0% 10.0% 11.0% 12.0% 13.0% 14.0%

Annual Standard Deviation (%)
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WHAT DO WE MEAN BY INVESTMENT
RISK?
Range of Projected Rates of Return - One Year

35%
| 5th

30%
25%

20% 25

15%

50t

3% -

0% | X rel i | i | 77§t
-5%

-10% - 95t

@ 15% - Target Mix  Mix 1 Mix 2 Mix 3 Mix 4 Mix 5

Annual Rates of Return




The Benefits of Having an IPS

B Fulfills an important fiduciary function--to set investment policy
and implementation guidelines that enable the plan sponsor to
monitor the plan on an ongoing basis

B Provides a paper trail and provides best defense in litigation
B Negates second-guessing or Monday morning quarterbacking
B Ensures continuity when there 1s committee turnover

B Provides guidelines for investment managers to follow

S T




THE RISK-RETURN TRADE-OFF

 Investors are Averse to Risk

— An investor will choose from portfolios with the same level of risk
that portfolio with the greatest expected return, and

— An investor will choose from portfolios with the same expected
return that portfolio with the lowest risk

 Modern Portfolio Theory (MPT): risk-return and the
rational portfolio choice

« Efficient Diversification

B ieiindiniii il




RISK-RETURN ILLUSTRATED

higher
* Rate of
Return Venture Capital Futures
Emerging Markets Warrants &
Commercial Real . Options
Estate Non US Equity
Real Estate (res.) US Equity
Sty Non US Corp Bond
Non US Gov Bond
US Gov Bond
T-Bills R|sk
>

higher




EMPIRICAL EVIDENCE

« On average, bearing greater risk has produced greater
return

e Table based on annual returns for 3 asset types (1926-

1999):

Average Average Risk Standard

Rate of Return Premium over T-bills Deviation
Large Cap Stocks 11.4% 7.6% 20.1%
Small Cap Stocks 12.6% 8.8% 33.6%
LT Corporate Bonds 5.6% 1.8% 8.8%

T-bills 3.8% 0.0% 3.2%
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CAPITAL MARKET THEORY
FOCUSES ON...

 Political * [nflation
 Environmental e Default

e Boardroom

Systematic
«_Non-Systemati

« Liquidity * Career

 Benchmark

e Return

e Currency
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MEASURING RISK

« Standard Deviation - Measures the Variability of Returns
from Their Mean

Mean

Broad Domestic Equity
Range of Returns

66% of the
observations

94-163=-69 9 4 25.7=94+16.3
Projected

@ Return Standard Deviation




MEASURING RISK

An Illustration

Expected Annual Return 9.4 %

Standard Deviation of Return 16.3 %

2 out of 3 years, the return is expected to fall within a
range of one standard deviation = -6.9 to 25.7%

95% of the time, the return is expected to fall within
a range of two standard deviations = -23.2 to 42.0%

RN




EXAMPLE OF A PLAN SPONSOR USE

Five Year Annualized Risk vs Return

24%
22% A
A
20% -
A
A A A
18% - NIV
A
16% ‘AA A A
A
= Total Fund Targ At A
D 14% ] A Apd A A
=
B Total Fun n “‘A A A
2 12% - o ‘QAA A
& AA
10% - A koA
A
s A
8% - -
A
6%
4% 1) 1 | 1 1 1 1 1 1

2% 3% 4% 5% 6% 7% 8% 9% 10% 11% 12%
Standard Deviation

Triangles represent membership of the Total Plan Sponsor Database




ANOTHER USE

Large Cap (Value) Equity Style
Annualized Five Year Risk vs Return

32%
30% +
28% u - .
g -
26% i
7 3 - Manager A ] — O
D] OB @ 00
5 5 ] H U o =
ZED VLA N
i O O [9 i
20% - = .
18% [
16%
| | | 1 | | |
14%

10 1 e 13 14 15 16 {7 18
Standard Deviation
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EVALUATING RISK:
THE SHARPE RATIO

A simple measure of risk-adjusted return:

portfolio return - risk free return
portfolio risk

The Sharpe ratio measures units of excess return
earned per unit of risk taken. (The greater the
Sharpe ratio, the more efficient the portfolio).

Use: To compare the relative performance of fund
managers with different risk levels.

SRS .




RETURNS WILL GO UP AND DOWN

Asset Class B

o +—t
1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999
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CORRELATION AND DIVERSIFICATION

Portfolio Volatility Reduced

e
N
~
=
—
=
-
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a

Asset Class B

1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998




KEY TO DIVERSIFICATION

* The key 1s to diversify across assets (or managers)
that are sensitive to different macroeconomic
variables

« Combining assets (or managers) with low correlations
improves diversification

« Combining assets (or managers) with high
correlations provides little or no diversification
benefits

it




Three Goals of Manager Structure

* Minimize the downside performance risk of a
portfolio in relation to a broad market index.

» Exceed, or at least match, the performance of a broad
market index.

» Create a cost effective manageable pool of investment
managers.

A R W
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Different Asset Classes Pose Different
Challenges

* Domestic Equities--Explanatory power of large vs small and
growth vs value; Sharpe Attribution Methodology

* Non-U.S. Equities--EAFE vs emerging; regional
diversification; growth vs value; currency-hedging strategles

* Domestic Fixed Income--Most sectors of the investment-
grade bond universe are highly correlated

 Non-U.S. Fixed Income--Part of domestic “core plus” or
separate mandate? To hedge or not to hedge?
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Four Primary Decisions Clients Need to Make

® Use of Index Funds - which market subsectors,
and 1n what percentages?

@ Types (Styles) of Managers - specialists (e.g.,
growth and value managers) vs. generalists (e.g.,
global bonds)

@ Number of Managers - driven by first two
decisions and client’s size

@ Types of Vehicles - separately managed portfolio
or commingled/mutual fund
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The Process

—>»| Capitalization Factors —>
Review Evaluate Select
Current | Style Factors —> Current & New
Manager Alternative Manager
Structure —» Manager Performance [— Manager Structure
Structures
—> Implementation =
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Active vs. Passive: Return Premiums

3 Year Annualized 5-Year Annualized
Style Index Return Premium** Return Premium**
LC Value S&P 500 -859 -630
LC Growth S&P 500 614 238
LC Core S&P 500 -19 -70
MC Value S&P 400 -1,065 -565
MC Growth S&P 400 1,320 693
MC Core S&P 400 139 120
SC Value Russell 2000 -372 -42
SC Growth Russell 2000 1,245 751
SC Core Russell 2000 470 389
Non-U.S. Equity EAFE 332 351
Active Duration LB Agg. 17 -13
Core Bond LB Agg. -2 9

* All time periods end June 30, 2000

** Median manager’s return minus the index return expressed in basis points
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Active vs. Passive: Return Premiums
(Time Period Dependency)

3 Year Annualized 5-Year Annualized
Style Index Return Premium** Return Premium **
LC Value S&P 500 26 19
LC Growth S&P 500 -7 6
LC Core S&P 500 -23 -5
MC Value S&P 400 185 -8
MC Growth S&P 400 360 168
MC Core S&P 400 261 85
SC Value Russell 2000 -99 105
SC Growth Russell 2000 316 290
SC Core Russell 2000 105 199
Non-U.S. Equity EAFE -136 99
Active Duration LB Agg. 66 59
Core Bond LB Agg. 35 34

* All time periods end June 30, 1995

** Median manager’s return minus the index return expressed in basis points




Common Index Fund Strategies™

Index? Typical % Allocation
* Domestic Equities
Large Cap Yes 20-40%
Small Cap No
 Non-U.S. Equities
EAFE Yes/No 0-30%
Emerging No
Small Cap No
* Domestic Bonds Yes/No 0-30%

@ * Passive and/or “enhanced” index funds.




Typical Number of Managers

$100 Million Fund $1 Billion Fund $25 Billion Fund

e

Index Fund
L-C Equity
M-C Equity
S-C Equity
Non-U.S. Equity (EAFE)
Non-U.S. Equity (Emerging)
Domestic Fixed Income
Non-U.S. Fixed Income
Global
Real Estate
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Administrative and Cost Concerns

« Complex Structures are Difficult to Control
and are Expensive

e Boardroom “Costs” Need to be Taken Into
Account

e Internal Staffing Issues
» (Custodian Needs to “Keep Pace”

e Structures Should be Maintained Over Long
Periods of Time

* Simple Structures May be the Best
Performing
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Implement Policy
(Step 4)

Analyze
Cur. G Design
Position Optimal . < Rebalance
Step 1 i Formalize
Portfolio ?
Step 2 Investment Implement
Policy Policy Monitor
Step 3 and
atep 4 Supervise
Step 5

1. Hire investment managers

2. Negotiate investment
manager fees

3. Review custody
arrangements

4. Review securities lending
program




Value of Procedural
Due Diligence

B Clear Guidelines Govern the Search Process

B Third-Party Consultants Ensure an Unbiased
and Objective Search Process

m Hiring Decisions that are Not Based on Strict
Adherence to a Well-Designed Process Could
Expose Fiduciaries to Unwanted Liability




The Search Process

\ 1) Develop Screening Criteria /
\ 2) Conduct Quantitative Screening /

\ 3) Conduct Qualitative Screening /

\ 4) Review by Senior Decision Makers /

5) Prepare Semi-Finalist Review Book/

6) Identify Finalists /

7) Interview Finalists /




Step #1: Develop Appropriate Screening

Criteria
e Manager Type » Capitalization Levels
* Investment Style * In-House Research Emphasis
e Investment Vehicle « Use of Cash Equivalents
 Managed Assets  Use of ADRs, 144As, and futures
« Size of Professional Staff and/or options
«  Years of Experience  Historical Performance Criteria
»  Geographic Location « Experience and Education of
* Involvement With Other Professionals
Businesses * Financial Well Being of Firm
o Flexibility of Individual Portfolio * Client-Servicing Capabilities
Managers * Fees
« Security Analysis Orientation * Organizational Ownership

ﬂ * Risk Levels * Informational Technology




Fiduciary Responsibility

» Important Message: Investment Prudence Turns on Process,
Not Investment Results

e The Value of Following a Procedural Process

* Three Investment Principles for Trustees

— Hire investment managers with the intention of maintaining
long-standing relationships

— Select the right managers for the defined roles - managers must
have strengths in their designated areas

— Remember that you are charged with making decisions that are
for the benefit of the participants or beneficiaries, even at the
risk of making an unpopular decision
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Time Horizon

What is a meaningful time period during which to judge
a manager’s performance?

« Longer Time Periods are Better
Than Shorter Time Periods

« The Common Practice is to Judge
a Manager During a Complete
Market Cycle - 5 or More Years

I |
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Securities Lending Program Review

« Eligible securities

« Percentage out on loan

* Indemnification against broker default

* Acceptable collateral

» C(Collateral re-investment policies

* Gap policy

* Net income (fee splits with lending agent)
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WHY MEASURE PERFORMANCE?

* Important element of a trustee’s due-
diligence process |

 Trustees have a fiduciary “duty to monitor™-
-the proper appointment and monitoring of
an investment manager transfers investment
responsibility and liability from the plan
fiduciaries to the investment manager
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BENEFITS OF HAVING A
PERFORMANCE MEASUREMENT PROCESS

e Documentation of Results

— Ensures Adherence to the Plan Sponsor’s Guidelines

* Continued Manager Due Diligence
— Current Firms
— New Organizations

— Communication Tool

e Superior Management of Plan
— Avoid Selling Low and Buying High
— Plan Diversification

* Objectivity

ﬂ — Removes Plan Sponsor from Personal (Subjective) Relationships




LEVELS OF PERFORMANCE REVIEW

(1) Plan Objectives

(2) Total Fund

(3) Asset Class

(4) Individual Managers
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PRIMARY FACTORS AFFECTING
PERFORMANCE

Client’s Investment Policy

B Asset allocation

Goals and guidelines
Market Environment
B Bull or bear

=
B Investment limitations
B Risk tolerance

Growth vs value

Manager Strategies
m  Style (biases)

Large vs small

High vs low quality

Interest rates Capitalization focus

5]

B  Sector concentration
B Security selection

B Risk management
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PERFORMANCE MEASUREMENT AND
EVALUATION

SCIENCE ART
Performance Measurement Performance Evaluation
* Collect and categorize raw « Analyze and interpret
transaction data and market quantitative information

alue information :
value mnlo 0 « Form judgments and make

Calculate time-weighted returns recommendations
over various periods

* Consider qualitative factors:

Calculate measures of risk and

— Client polici
risk/reward tradeoffs 1ent policies

— Market trends

« Compare ROR with s )
benchmarks and appropriate = anges at irm
style groups — Manager strategies

» Calculate characteristics (P/E,

@ Beta, etc.)




TYPICAL INVESTMENT-RELATED
EXPENSES

Custodian/Trustee Fee
Investment Management Fees
Consulting Fees

Brokerage Expenses

Other Expenses
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