
ALASKA LEGISLATURE COMMITTEE BILL FILES - 
SB 212 thru ‘ SB 218“*1811

.-rrr





SENATE COMMITTEE REPORT
FURTHER:

5/9/87

DATE TURNED INTO OFFICE V H m
Mr. President:

.’—FINANCE Committee considered SB 212
extending the term ination date of the Specia l Education Service 
Agency; efd.

and recommended:
[ ] replace w ith 
[ A  or adopt __

CS FOR
CS FOR M b  S . / S L  /afe&n

[ ] attached amendment(s) and 
A  do pass 

] do not pass 
] no recommendation 
] in d iv id u a l recommendations 
] fu rther re fe rra l to__
] le t te r  of in te n t adopted
mnittee 
[ ] new

MEMBERS SIGNING DO PASS

Committee [ / ]  attached or [ ] adopted / i s c a l  no te (s )
previous

adopted f i  
[ ] updated or [ / p 

[ A  zero [ ] f is c a l  impact
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A BILL
For an Act e n t i t le d :  "An Act extending the te rm ination date o f  the Specia l

Education Service Agency; and p rov id ing f o r  an e f f e c ­
t iv e  d a te ."
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(14 ) Specia l Education Service Agency (AS 14 .3 0 .6 00 )
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PURPOSE AND SCOPE OF THE REPORT

Purpose
In accordance w ith the provisions o f AS 24.20. 271(1) and 
AS 44.66.050, a review of the Sp e cia l Education Services 
Agency (SESA) was conducted to determine whether there is  
a demonstrated need to continue de livery  of educational 
programs fo r low -incidence handicapped students in  the form 
i t  is  presently  provided. To determine that need, we re ­
viewed the h is to r ic a l  development o f educational programs 
for low incidence  handicapped students, a lte rna tive  modes 
of de livery , current n a tiona l trends and the economy, 
e f f ic ie n c y , and e ffectiveness o f th is  agency.
Alaska Sta tu te  4 4 .6 6 .0 1 0 (a )(13) s p e c if ie s  that SESA w i l l  
terminate on June 30, 1987 w ith  one year a llo tte d  for con­
clud ing  i t s  a f fa ir s .  Th is report s h a ll be considered durir 
the le g is la t iv e  oversight fu n ctio n  in  determining whether 
SESA should be reestablished and, i f  so, in  what form.
The p o licy  and audit approach u t i l iz e d  by the D iv is io n  of 
Le g is la tiv e  Audit fo r performance reports can best be 
described as "audit by exception."  Th is  methodology focuses 
audit e ffo r t  on areas of an auditee 's  operation that have 
been id e n t if ie d  by a prelim inary survey as having a high 
degree o f p ro b a b ility  fo r needing improvements.
Therefore, by design, f in i t e  aud it resources are used to 
id e n tify  where and how improvement can be made and l i t t l e  
time is  devoted to reviewing w e ll-run  operations or pro- • 
grams. Consequently, th is  report h ig h lig h ts  those areas 
needing improvement and does not emphasize those operations 
and programs tha t are properly fu n ctio n in g .
Scope
The functions  reviewed included board a c t iv ity ,  adminis­
tra t iv e , and program de livery . Because SESA had only been 
in  existence for seven months at the time o f our review, 
data availab le  fo r our review was lim ite d , and our scope, 
therefore , lim ite d . Our review consisted  of analyzing and 
evaluating the fo llow ing :

1. A pp licab le  sta tu tes and regu la tio n s .
2. Interviews w ith s ta f f  members.
3. Agency p o lic ie s  and procedures.
4. Quarterly s t a t is t i c a l  reports.
5. Interviews w ith re la ted  serv ice  providers.
6. Interviews w ith Department of Education

personnel.
7. Revenue and expenditure reports .
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O R G A N I Z A T I O N  AND F U N C T I O N

The Sp ecia l Education Services Agency (SESA) was created by 
ch. 112, SLA 1986 and formed as a p riv a te , n o t - fo r -p r o f it  
corporation in  August 1986. I t  is  governed by a board 
of d ire cto rs  comprised of fiv e  to seven members of the 
Governor's Council fo r the Handicapped and G ifte d  and three 
members appointed by Alaska A ssocia tio n  of Adm inistrators 
o f Specia l Education , Nationa l Education  A sso cia tio n ,
Alaska, and the Alaska A ssocia tion  of School Adm inistrators.
The purpose of SESA's cre a tio n  was th re e fo ld : to a ss is t
d is t r i c t s  and REAAs to make mor<* sp e c ia l education and re ­
la ted  services availab le  to exceptiona l ch ild re n ; encourage 
cooperation between d is t r i c t s  and education agencies in  
making sp e cia l education programs and services a v a ila b le ; 
and ensure that q u a lif ie d  s p e c ia lis ts  are ava ilab le  to 
a ss is t d is t r i c t s  in  prov ision  of services to exceptional 
ch ild re n .
SESA is  providing these services through the fo llow ing 
programs:

° Low-Incidence Handicapped Outreach P r o je c t . SESA's 
primary target group has been students, ages 3-21 years, 
w ith  low incidence  handicaps; i . e . ,  m entally retarded, 
hard of hearing, deaf, v is u a lly  handicapped, seriously  
em otionally d isturbed, o rth op e d ica lly  impaired, other 
health  impaired, deaf/b lind , and m ultihandicapped. SESA 
aids ru ra l school d is t r i c t s  in  provid ing sp e cia l education 
needs through it in e ra n t  education s p e c ia lis ts .

0 B lin d /V is u a lly  Impaired In fa n t Learning Program.
An early in te rvention  and tra in in g  program for ch ild re n  
throughout the S ta te , ages b ir th  to three years, who have 
v isu a l impairments.

0 Model Demonstration P r o je c t . Through a three-year 
In -se rv ice  Tra in ing  Grant from the U .S . Department of 
Educa tion , SESA is  providing te ch n ica l tra in in g  workshops 
fo r teachers working w ith  severely handicapped and/or 
deaf/b lind  students. Va lida ted  model classrooms have been 
established in  Juneau and Kenai where teachers receive 
in tensive  tra in in g  fo r fiv e  cays.

0 Services to the D e a f/B lin d . SESA has obtained Federal 
funds to provide sp e cia l services to deaf/b lind  (v is io n  and 
hearing impaired) ch ild re n  and youth ages 0-21. Services 
in clude  assistance in  obta in ing  q u a lif ie d  evaluators, 
coordination  of serv ice  providers, counse lling  fam ilies  and 
teachers, and in d iv id u a l and group in serv ice  tra in in g  fo r 
s ta f f  and fam ily members.
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REPORT C O N C L U S I O N

P o licy  Issues
Th is  review contains p o licy  issues ra ised  as a re s u lt  of 
our evaluation of various SESA p ra c t ice s . The f in a l  p o licy  
decis ions a ffe c t in g  those p ra ctice s  are not w ith in  the scope 
of th is  review but require  le g is la t iv e  considera tion . In  
debating these decisions the le g is la t iv e  oversight committees 
should take in to  consideration  the fin d in g s  and recommenda­
tions presented in  th is  report, so tha t the p o te n tia l impact 
o f the p o licy  changes can be evaluated.
Report Conclusion
In our op in ion , the Sp e cia l Education Services Agency should 
continue to provide it in e ra n t  resources services fo r low- 
in cidence  handicapped students in  Alaska. The p u b lic  need 
which prompted the enactment of ch . 112, SLA 1986, the 
cre a tio n  o f the Sp ecia l Education Services Agency, remains 
unchanged. Alaska has approximately 200 low -incidence  
handicapped students in  ru ra l school d is t r i c t s  who are 
e n t it le d  to comprehensive sp e cia l education serv ices by both 
Federal (P .L . 94-142) and State  (AS 47.80.100) mandates. 
Alaska S ta tu te  47.80.100 requires tha t those serv ices must 
be state-operated or purchased, dispersed geograph ica lly , 
designed to minimize in s t i tu t io n a l iz a t io n , and provided in  
the le a s t r e s t r ic t iv e  se ttin g , enabling a person to liv e  as 
normally as possib le  w ith in  the lim ita tio n s  of the handicap.
There is ,  therefore , a necessity  to provide services w ith in  
the school d is t r i c t  the student is  enro lled . I t  has been 
demonstrated that i t  is  more cost e ffe c t iv e  to provide those 
serv ices on an it in e ra n t  basis rather than in-house fo r 
ru ra l school d is t r i c t s  fo r  the fo llow ing  reasons. Because 
o f the very small numbers of students su ffe rin g  from severe 
d is a b i l i t ie s  in  any given d is t r i c t ,  the co st o f providing 
sp e cia lize d  personnel to serve each type o f d is a b i l i ty  would 
be extremely high on a per student b a s is . A d d it io n a lly , 
because of the high degree of s p e c ia liz a tio n  required, 
re cru itm ent, even fo r the urban d is t r i c t s ,  has t r a d it io n a lly  
been d i f f i c u l t .  T h ird ly , sp e cia lized  educational in s t r u c ­
t io n  fo r  th is  population is  not availab le  in  the p riva te  
se cto r; therefore, even i f  d is t r i c t s  wished to co n tra ct 
independently, services would not be re a d ily  ava ila b le .
Th is  th ird  reason could also re s u lt  in  placement of the 
student out o f d is t r i c t  or out o f state  contrary  to p o licy  
enumerated in  AS 47.80.100.
Having determined that the it in e ra n t  de livery  concept is  
sound we reviewed a lte rna tives  to SESA's de livery  mode. The 
three a lte rna tives  considered were: (1 ) services provided
by a p riv a te , nonpro fit corporation through a com petitive
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P U RPO SE A N D  SCOPE OF THE R EPOR T

P u r po se

In  accordance w ith the provisions o f AS 24.20. 271(1) and 
AS 44.66.050, a review of the Sp e cia l Education Services 
Agency (SESA) was conducted to determine whether there is 
a demonstrated need to continue delivery  of educational 
programs fo r  low -incidence  handicapped students in  the form 
i t  is  presently  provided. To determine that need, we re ­
viewed the h is to r ic a l  development o f educational programs 
for low incidence  handicapped students, a lte rn a tiv e  modes 
of d e livery , current n a tio n a l trends and the economy, 
e f f ic ie n c y , and e ffe ctiveness of th is  agency.
Alaska S ta tu te  4 4 .6 6 .0 1 0 (a )(13) s p e c if ie s  that SESA w i l l  
terminate on June 30, 1987 w ith one year a llo tte d  for con­
c lu d in g  i t s  a f fa ir s .  Th is  report s h a ll be considered during 
the le g is la t iv e  oversight fu n ctio n  in  determining whether 
SESA should be reestab lished  and, i f  so, in  what form.
The p o licy  and audit approach u t i l iz e d  by the D iv is io n  of 
L e g is la tiv e  Audit fo r performance reports can best be 
described as "audit by exception."  Th is methodology focuses 
aud it e f fo r t  on areas o f an auditee 's  operation that have 
been id e n t if ie d  by a pre lim inary  survey as having a high 
degree of p ro b a b ility  fo r  needing improvements.
Therefore, by design, f in i t e  audit resources are used to 
id e n tify  where and how improvement can be made and l i t t l e  
time is  devoted to reviewing w e ll-run  operations or pro- • 
grams. Consequently, th is  report h ig h lig h ts  those areas 
needing improvement and does not emphasize those operations 
and programs that are properly fu n ctio n in g .
Scope

The fu n ctio n s  reviewed included  board a c t iv ity ,  adminis­
tra t iv e , and program de livery . Because SESA had only been 
in  existence fo r seven months at the time of our review, 
data ava ilab le  for our review was lim ite d , and our scope, 
therefore , lim ite d . Our review consisted  of analyzing and 
evaluating the fo llow ing :

1. A pp licab le  sta tu tes and regu la tions.
2. Interviews w ith  s ta f f  members.
3. Agency p o lic ie s  and procedures.
4. Quarterly s t a t is t i c a l  reports.
5. Interviews w ith re la ted  service  providers.
6. Interviews w ith  Department o f Education

personnel.
7. Revenue and expenditure reports .
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ORGANIZ ATION AND F U N CTIO N

The Sp e cia l Education Services Agency (SESA) was created by 
ch. 112, SLA 1986 and formed as a p riv a te , n o t - fo r -p r o f it  
corporation in  August 1986. I t  is  governed by a board 
of d ire cto rs  comprised of fiv e  to seven members of the 
Governor's Council for the Handicapped and G ifte d  and three 
members appointed by Alaska A ssocia tion  of Adm inistrators 
o f Sp e cia l Education , National Education A ssocia tion ,
Alaska, and the Alaska A ssocia tion  of School Adm inistrators.
The purpose of SESA's creation  was threefold? to a ss is t 
d is t r i c t s  and REAAs to make more sp e cia l education and re ­
lated services available  to exceptional ch ild re n ; encourage 
cooperation between d is t r i c t s  and education agencies in  
making sp e cia l education programs and services ava ilab le ; 
and ensure that q u a lif ie d  s p e c ia lis ts  are ava ilab le  to 
a s s is t  d is t r i c t s  in  prov ision  o f services to exceptional 
ch ild re n .
SESA is  providing these services through the fo llow ing  
programs:

0 Low-Incidence Handicapped Outreach P r o je c t . SESA's 
primary target group has been students, ages 3-21 years, 
w ith  low incidence  handicaps; i . e . ,  m entally retarded, 
hard of hearing, deaf, v is u a lly  handicapped, seriously  
em otionally d isturbed, o rthoped ica lly  impaired, other 
health  impaired, deaf/b lind , and m ultihandicapped. SESA 
aids ru ra l school d is t r i c t s  in  providing sp e cia l education 
needs through it in e ra n t education s p e c ia l is t s .

0 B lin d /V is u a lly  Impaired In fant Learning Program.
An early  in tervention  and tra in in g  program for ch ild re n  
throughout the S ta te , ages b ir th  to three years, who have 
v isu a l impairments.

0 Model Demonstration P r o je c t . Through a three-year 
In -se rv ice  Tra in ing  Grant from the U .S . Department of 
Education , SESA is  providing te ch n ica l tra in in g  workshops 
for teachers working w ith severely handicapped and/or 
deaf/b lind  students. Va lidated  model classrooms have been 
established in  Juneau and Kenai where teachers receive 
in tensive  tra in in g  for fiv e  days.

0 Services to the D e a f/B lind . SESA has obtained Federal 
funds to provide sp e cia l services to deaf/b lind  (v is io n  and 
hearing impaired) ch ild re n  and youth ages 0-21. Services 
include  assistance in  obtain ing q u a lif ie d  evaluators, 
coordination  of service providers, counse lling  fam ilies  and 
teachers, and in d iv id u a l and group inserv ice  tra in in g  for 
s ta f f  and fam ily members.
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0 Statewide Systems Chanee P ro je c t  (S S C P ). A U .S . De- 
par tm enFTFTH ucaH ^ irTunH e^ ^ roJect- toTTiiiprove de livery  
systems for severely handicapped ch ild re n  and youth ages 
b ir th  to 21. The purposes o f the SSCP are to id e n tify  
services availab le  to the target population, analyze weak­
nesses in  those se rv ices , and improve upon the tra n s it io n  
of these in d iv id u a ls  through the serv ice  de livery  system.
Although SESA has only been in  existence since  September 
1986, some o f the programs described above were provided 
p r io r  to that time. Prov is ion  of serv ices began in  1971 
when Federal funding was received by the Easter Seal Socie ty  
of Alaska fo r the Alaska State  D ea f/B lind  program. In  1972 
that program helped develop classrooms fo r  A laska's deaf/ 
b lin d  and severely handicapped students x^ithin the Anchorage 
School D i s t r i c t  and an outreach model fo r  d e a f/b lind  s tu ­
dents in  ru ra l communities. The Anchorage School D i s t r i c t  
program has continued to date provid ing classroom services 
as the Alaska State  School for the Deaf and provid ing 
outreach services u n t i l  1986.
A b lin d /v is u a lly  impaired program was estab lished  w ith in  
the South Centra l Regional Resource Center (SCRRC) in  1977. 
The next year the Alaska State  D eaf/B lind  program was trans­
ferred to SCRRC and i t s  name changed to Alaska Resources fo r 
the Moderately/Severely Impaired (A RM SI). Services were 
expanded to in clude  m ultihandicapped students statewide. 
SCRRC closed in  1980 and ARMSI was transferred  to the Em­
ployment and Tra in in g  Center of Alaska (E T C A ). In  1982 
ARMSI received a three-year grant from the Alaska Department 
of Education  to operate an outreach program fo r  a l l  low- 
in cidence  handicapped students thus adding severely 
em otionally d isturbed, o rthop e d ica lly  impaired and other 
hea lth  impaired to those students previously  served.
ARMSI became SESA in  September 1986.
S ta ff in g  at SESA was maintained at the same le v e l as ARMSI 
u n t i l  Governor S h e ff ie ld 's  ten percent budget reduction .
As a re s u lt  o f that a ctio n  two p ro fess iona l employees were 
sh ifte d  to Federal programs, two vacant p o s ition s  le f t  
u n f i l le d  and one support p o s itio n  e lim inated. SESA is  
cu rre n tly  s ta ffed  by 25 employees, in c lu d in g  an executive 
d ire c to r , program supervisor, 18 education s p e c ia lis ts ,  and 
4 support p o s it io n s . In  FY 87 SESA is  e l ig ib le  to receive 
$1,060,574 in  State  funding a fte r  the Governor's budget 
reduction . Other Sta te  and Federal grant funds to ta l 
$557,354 fo r a. to ta l FY 87 budget of $1,617,929.

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT



REPORT C O N C L U S I O N

P o licy  Issues
Th is  review contains p o licy  issues ra ised  as a re s u lt  of 
our evaluation of various SESA p ra c t ice s . The f in a l  p o licy  
decis ions a ffe c t in g  those p ra ctice s  are not w ith in  the scope 
of th is  review but require  le g is la t iv e  considera tion . In 
debating these decis ions the le g is la t iv e  oversight committees 
should take in to  consideration  the find ings and recommenda­
tions  presented in  th is  report, so that the p o te n tia l impact 
of the p o licy  changes can be evaluated.
Report Conclusion
In our op in ion , the Sp e c ia l Education Services Agency should 
continue to provide it in e ra n t  resources services fo r low- 
in cidence  handicapped students in  Alaska. The p u b lic  need 
which prompted the enactment of ch . 112, SLA 1986, the 
cre a tio n  of the Sp e cia l Education Services Agency, remains 
unchanged. Alaska has approximately 200 low -incidence 
handicapped students in  ru ra l school d is t r i c t s  who are 
e n t it le d  to comprehensive sp e cia l education services by both 
Federal (P .L .  94-142) and State  (AS 47.80.100) mandates. 
Alaska S ta tu te  47.80.100 requires tha t those services must 
be state-operated or purchased, dispersed geographica lly , 
designed to minimize in s t i tu t io n a l iz a t io n , and provided in  
the le a st r e s t r ic t iv e  se ttin g , enabling a person to liv e  as 
normally as possib le  w ith in  the lim ita tio n s  of the handicap.
There is ,  therefore , a necessity  to provide services w ith in  
the school d i s t r i c t  the student is  enro lled . I t  has been 
demonstrated that i t  is  more cost e ffe c t iv e  to provide those 
services on an it in e ra n t  basis rather than in-house fo r 
ru ra l school d is t r i c t s  fo r the fo llow ing  reasons. Because 
of the very small numbers of students su ffe rin g  from severe 
d is a b i l i t ie s  in  any given d i s t r i c t ,  the cost of providing 
sp e cia lize d  personnel to serve each type o f d is a b i l i ty  would 
be extremely high on a per student b a s is . A d d it io n a lly , 
because of the high degree of sp e c ia liz a tio n  required, 
recru itm ent, even fo r the urban d is t r i c t s ,  has t r a d it io n a lly  
been d i f f i c u l t .  T h ird ly , sp e cia lized  educational in s tr u c ­
t io n  fo r  th is  population is  not ava ilab le  in  the private  
se cto r; therefore , even i f  d is t r i c t s  wished to co n tra ct 
independently, services would not be re a d ily  ava ilab le .
Th is  th ird  reason could also re su lt  in  placement of the 
student out of d i s t r i c t  or out of state  contrary  to p o licy  
enumerated in  AS 47.80.100.
Having determined that the it in e ra n t de livery  concept is  
sound we reviewed a lte rna tives  to SESA's de livery  mode. The 
three a lte rn a tiv e s  considered were: (1 ) services provided
by a p riv a te , n o n p ro fit corporation through a com petitive
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grant award as was done p r io r  to the establishm ent o f SESA; 
(2 ) services provided by the Southeast Regional Resource 
Center (SERRC) through State  funding; and (3 ) services 
provided by a lim ite d  number of school d is t r i c t s  on an 
it in e ra n t  basis to other d is t r i c t s  in  tha t geographical 
region.
We found the SESA mode to be preferable  at th is  po int in  
time to these a lte rn a tiv e s  fo r the fo llow ing  reasons. The 
crea tion  of a permanent agency to provide these services has 
provided a s ta b il iz in g  e ffe c t  on SESA's a b i l i t y  to secure 
and re ta in  p ro fessiona l s ta f f ,  which in  turn  provides 
improved co n tin u ity  o f serv ices to students. Also the 
naming of the Governor's C ouncil on the Handicapped and 
G ifte d  as the governing e n tity  has provided a statewide 
rather than reg ional perspective  on serv ice  needs, and 
improved coord ination  and cooperation w ith  other agencies 
providing re la ted  se rv ices . The SERRC model is  very s im ila r  
to the SESA model w ith the exceptions that SERRC is  governed 
by a reg ional board and is  housed in  Juneau thus in creasing  
travel expenses to provide services to the m ajority  of 
r e c ip ie n ts .
Providing services through d ire c t  funding of school d is ­
t r i c t s  is  not v iab le  at th is  time as there is  no mechanism 
fo r  assuring tha t a d d itio n a l revenue generated by these 
students would re s u lt  in  increased services fo r them (see 
Recommendation No. 1 ). A d d it io n a lly , d is t r i c t s  would s t i l l  
face the problems of lim ite d  serv ice  providers in  the 
priva te  sector w ith  whom to co n tra c t.
Although e ffe ctiveness o f SESA services was reviewed, we 
were unable to draw any conclusions on i t  fo r  the fo llow ing  
reasons. There are no program standards d e fin ing  acceptable  
minimum program serv ices (see Recommendation No. 1 ). Sec­
ondly, SESt': had only been in  existence fo r  seven months at 
the time o f our review. Although services are su b s ta n tia lly  
the same as those provided by ARMSI, SESA has broader 
d is cre tio n  in  how serv ices are provided which has resu lted  
in  a s h i f t  from provid ing  services s t r i c t l y  fo r students 
to providing tra in in g  and services fo r  sp e cia l education 
in s tru cto rs  working w ith  the target population in  a d d itio n  
to working w ith students.
Program s t a t is t i c s  compiled by SESA (Appendixes B-C) 
demonstrate that SESA is  attempting to provide services to 
a l l  students referred  to the agency in  accordance w ith  the 
two year plan of serv ice  provided to the Department of 
Education (DOE) as required by s ta tu te . Program b e n e fit 
has also been re fle c te d  in  the ra tings  SESA has been given 
by d is t r i c t  personnel re ce iv in g  services (Appendix D ) .
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The funding mechanism for determining the leve l of sp e cia l 
education funds SESA is  e l ig ib le  fo r  from DOE was reviewed 
in  con junction  w ith the proposed changes to foundation 
program funding under HB 126. Th is  proposed le g is la t io n  
w i l l  dram atica lly  increase the revenue availab le  to 
d is t r i c t s  based on the number o f students rece iv ing  
in tensive  or hospital/homebound sp e c ia l education serv ices.
We recommend that i f  HB 126 becomes law and program stand­
ards are promulgated and monitored, a s ta tu tory  amendment be 
sought to require mandatory co n tr ib u tio n s  to SESA's funding 
from d is t r i c t s  u t i l iz in g  i t s  services (see Recommendation 
No. 2 ). Th is a ctio n  would recognize tha t revised foundation 
funding formula attempts to fund serv ices based on what 
those services co s t, and therefore , should not require 
a d d itio n a l funding. I t  also would enable the d is t r i c t s  to 
a ccura te ly  determine the c u t -o f f  po in t when i t  would be more 
cost e ffe c t iv e  to provide services in  d is t r i c t  ra ther than 
i t in e r a n t ly .
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FINDINGS AND RECOMMENDATIONS

The Department of Education (DOE) should promulgate 
regula tions de lineating  sp ecia l education program standards, 
and once enacted, monitor school d is t r i c t s  for compliance' 
w ith those standards.
DOE is  required by AS 14.07.020(4) to prescribe  by regu la ­
tio n  a minimum course of study fo r the p u b lic  schools. The 
Department requires that eafch d is t r i c t  adm inister a program 
o ffe r in g  sp e cia l education and re la ted  serv ices so as to 
provide an appropriate educational program for exceptional 
ch ild re n  ages 3-21 who reside w ith in  the d i s t r i c t  (4AAC 
52.020). That educational program is  established  by a 
w ritte n , in d iv id u a lize d  education program (IE P ) fo r each 
c h ild  e lig ib le  fo r serv ices. However, there are no minimum 
standards nor d e f in it io n  of "appropriate educational pro­
gram" these IEPs must conform to . The Department does 
perform p e rio d ic  te ch n ica l compliance audits o f the IEPs, 
but does not evaluate them as to adequacy of services 
proposed.
The re s u lt  of th is  d e fic ie n cy  is  that program services 
provided fo r sp e cia l education students vary among Alaska's 
f i f t y - f iv e  school d is t r i c t s .  Standards are estab lished  by 
in d iv id u a l d is t r i c t  p o licy  anc commitment regarding sp e cia l 
education, a v a ila b il ity  of resources, degree o f pressure 
from parental and organ izationa l advocacy groups, and the 
re s u lt  o f lega l challenges to the d i s t r i c t ' s  adequacy of 
serv ice . Although DOE would not be able to develop 
standardized programs fo r  students because o f d if fe r in g  
needs, minimum acceptable  levels of serv ice  should be 
determined. Once promulgated the Department should 
implement a program to p e r io d ica lly  and ro u tin e ly  monitor 
compliance w ith  established standards.
Recommendation No. 2
Alaska Sta tu te  14.30.650 should be amended to require  
school d is t r i c t s  u t i l iz in g  SESA services to co n trib u te  to 
SESA fund ing .
Alaska Sta tute  14.30.650 cu rre n tly  requires tha t each year 
DOE a llo ca te  to SESA not less than $85 fo r each sp e cia l 
education student in  the State  in  average d a ily  membership, 
or the equivalent of two percent of the funds appropriated 
fo r sp e cia l education, whichever is  greater. These funds 
are separate from the funds made ava ilab le  to school 
d is t r i c t s  fo r sp e cia l education services through the 
foundation funding formula.

RecoTnmendation No. 1
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Current foundation funding fo r sp e cia l education does not 
d if fe re n tia te  among types of sp e cia l education students nor 
attempt to fund services based on the co st o f providing 
those se rv ices . I t  is  reasonable, therefore , that the 
services for low -incidence handicapped students which are 
the most co s tly  fo r d is t r i c t s  on a per student b asis , be 
funded over and above foundation funding. However, th is  
mechanism is  not equitable in  that the SESA funding formula 
is  based on the number of a l l  sp e cia l education students 
statewide, yet SESA does not provide serv ices to the 
la rgest d is t r i c t s  conta in ing  the m ajority  o f sp e cia l 
education students.
Currently  under le g is la t iv e  consideration  is  House B i l l  
No. 126 which proposes a revised foundation program. Th is 
b i l l  changes the formula under which sp e cia l education 
in s tru c t io n a l u n its  are generated to vary w ith  the leve l of 
services needed.. Intensive  or hospital/homebound students 
would generate .333 in s tru c t io n a l u n its  thus producing 
s u f f ic ie n t  revenue to cover the cost of services for these 
students. Once program standards are promulgated (see 
Recommendation No. 1) se ttin g  out minimum services which 
need to be provided, d is t r i c t s  should choose whether they 
wish to provide those services in  d i s t r i c t  or have SESA 
provide them. I f  SESA is  chosen a portion  of the increased 
foundation revenue should then be a llo ca te d  to SESA to cover 
the cost of provid ing  it in e ra n t  services to the d is t r i c t .
Th is  recommendation would provide two su b sta n tia l b e n e fits : 
(1 ) i t  would elim inate  the current inequ ity  in  funding 
d is tr ib u t io n  in that only those d is t r i c t s  re ce iv ing  SESA 
services would be generating SESA funding, and (2 ) i t  would 
provide the d is t r i c t s  w ith accurate data on the cost o f the 
it in e ra n t  serv ices and, therefore, a basis to determine the 
po in t a t which i t  becomes more cost e ffe c t iv e  to provide the 
services i n - d i s t r i c t .
Recommendation No. 3
The Sp e cia l Education Services Agency Board o f D ire cto rs
should adopt a p o licy  s ta tin g  the maximum number of students
of any one disa b i l i t y  they w i l l  serve in  a school d is t r i c t .
The primary purpose of the Specia l Education Services Agency 
is  to serve low -incidence handicapped students, meaning s tu ­
dents -L th  s p e c if ic  d is a b i l i t ie s  which occur in frequently  in  
a school d i s t r i c t .  The ra tio n a le  in  cre a tin g  the agency was 
to provide it in e ra n t  services fo r those students for whom i t  
is  not co st e ffe c t iv e  fo r the d is t r i c t  to provide services 
in  house. However, there is  a c u t -o f f  po in t once the d is ­
t r i c t  has c e r t i f ie d  enough students of a given d is a b il i ty  
that i t  would be less co s tly  to the State  fo r the d is t r i c t  
to provide the serv ices d ir e c t ly  than fo r SESA to continue 
providing se rv ice s . SESA has operated under an inform al
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p o licy  that once a d i s t r i c t  has c e r t i f ie d  e ight ch ild re n  in  
any one d is a b il i ty  they encourage the d is t r i c t  to provide 
serv ices. We recommend the Board form ally adopt a p o licy  to 
avoid any p o te n tia l c o n f l i c t  w ith d is t r i c t s  over who should 
provide serv ices , and to avoid unnecessary s tra in  on SESA 
resources thus lim it in g  services required o f other q u a lif ie d  
students.
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A N A L YSIS O F  PUBLIC NEED

Lim ited Analysis
The fo llow ing analyses o f SESA a c t iv it ie s  in d ica te  both 
p o s itive  and negative fa cto rs  as they re la te  to the p u b lic  
need fa cto rs  defined in  AS 44.66.050. These analyses were 
not intended to be a l l - in c lu s iv e ,  but address those areas 
we were able to cover w ith in  the scope of our review.

I .  The extent to which the board, commission, or 
program has operated in  the p u b lic  in te r e s t .
SESA has attempted to meet the needs of low- 
in cidence  handicapped students through an outreach 
program sta ffe d  by educational s p e c ia lis ts .  I t  is  
a ss is tin g  ru ra l school d is t r i c t s  in  complying w ith 
Federal and Sta te  mandates governing students w ith 
d is a b i l i t ie s .  We were unable to evaluate the 
agency's e ffe ctiveness because there are no program 
standards d e fin ing  acceptable minimum programs 
services (see Recommendation No. 1 ), and also due 
to SESA only being in  existence fo r seven months 
at the time o f our review.

I I . The extent to which the operation o f the board,
commission, or agency program has been impeded or 
enhanced by e x is tin g  s ta tu tes , procedures, and p ra c­
t ice s  which i t  has adopted, and any other m atter, 
in c lu d in g  budgetary, resource, and personnel m atters.
Our review d id  not f in d  SESA le g is la t io n , which has 
been in  existence fo r only seven months, r e s t r ic t iv e  
or overly broad. SESA has been able to provide b a s ic  
educational services to a l l  e l ig ib le  students referred  
to them by ru ra l school d is t r i c t s .  However, SESA has 
not form ally adopted a p o licy  s ta tin g  the maximum 
number o f students in  a d is t r i c t  w ith  one d is a b i l i ty  
that SESA. w i l l  serve which may s tra in  SESA resources 
in  the fu ture  (see Recommendation No. 3 ) .

I l l . The extent to which the board, commission or agency
has recommended sta tu tory  changes which are generally  
of b e n e fit to the p u b lic  in te r e s t .
No s ta tu tory  changes have been recommended regarding 
SESA, but agency personnel have been a c t iv e ly  
involved and supportive in  the e f fo r t  to enact 
le g is la t io n  re v is in g  foundation funding.
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IV . The extent to which the board, commission, or agency 
has encouraged in terested  persons to report to i t  
concerning the e ffe c t  of i t s  regula tions and d e c i­
sions on the e ffectiveness of se rv ice , economy of 
se rv ice , and a v a ila b il ity  of serv ice  which i t h a s  
provided.
Services are provided C o  d is t r i c t s  based on student 
service  plans and s ta ff/p a re n t service plans formu­
la ted  w ith  SESA and d i s t r i c t  personnel as w ell as 
parents which generate a te ch n ica l assistance  agree­
ment (TAA) between SESA and the d i s t r i c t .  D i s t r i c t  
personnel are annually asked to rate  SESA serv ices 
provided under the TAAs. The re su lts  o f the most 
recent survey are included  as Appendix D to th is  
re p o rt.

V. The extent to which the board, commission, or agencv 
has encouraged p u b lic  p a r t ic ip a t io n  in the making of 
i t s  regula tions and d e c is io n s .
No regu la tions have been promulgated by SESA. A l l  
meetings o f the board of d ire cto rs  are no tice d  and 
open to the p u b lic .

V I. The e f f ic ie n c y  w ith  which p u b lic  in q u ir ie s  or com­
p la in ts  regarding the a c t iv it ie s  of the board, com­
m ission, or agencv f i le d  w ith  i t ,  to the department 
to which a board or commission is  adm in is tra tiv e ly  
assigned, or w ith the O ff ice  o f the Ombudsman have 
been processed and reso lved .
There is  no record o f any com plaints being f i le d  
w ith  SESA or the Department of Education . SESA is  
not w ith in  the ju r is d ic t io n  of the O ffice  o f the 
Ombudsman, therefore complaints would be referred  
to DOE.

V I I .  The extent to which a board or commission which 
regulates entry in to  an occupation or profession  
has presented q u a lif ie d  app lican ts  to serve the 
p u b l ic . "
Th is po in t o f analysis is  not a pp licab le  to SESA 
as i t  does not regulate entry in to  an occupation 
or pro fession .

V I I I .  The extent to which State  personnel p ra c t ice s , in ­
clud ing  a ffirm ative  a ctio n  requirem ents, have been 
complied w ith bv the board, commission, or agency 
to i t s  own a c t iv it ie s  and the area of a c t iv ity  or 
in te r e s t .
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SESA employees are not in  the State  service and are 
not sub ject to the State  Personnel A ct. H ir in g , 
term ination and grievance procedures are enumerated 
in  the SESA procedures manual and are in  compliance 
w ith  EEO g u ide lines.
The extent to which s ta tu to ry , regulatory, budgeting 
or other changes are necessary to enable the agency 
board or commission to better' serve the in terests  of 
the p u b lic  and to comply w ith the fa c to r s .
Please re fe r to the previous se ctio n , Findings and 
Recommendations.
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A P P E N D I X  A

DEPARTMENT OF EDUCATION 
SPECIAL EDUCATION SERVICES AGENCY 

SCHEDULE OF REVENUES AND EXPENDITURES 
For the Period September 1, 1986 through February 28, 1987

(UNAUDITED)
(Note 1)

Revenues (Note 2)
State  Grants (rece ived to date) $618,746
Federal Grants 131,287
T o ta l Revenues as of 2/28/87 $750.033

Expenditures (Note 2)
Adm inistrative  S ta f f  $ 69,295
C e r t if ie d  S ta f f  343,818
C la s s if ie d  S ta f f  43,331
Payro ll Taxes 40,949
Teacher's Retirement System 32,386
P u b lic  Employee's Retirement System 3,361
P ro fe ss io n a l/Te ch n ica l Services 6,760
Travel 134,912
Communications 18,246
F a c i l i t y  Renta l 32,374
Education  Maintenance 1,980
O ffice  Supplies/Equipm ent 10,297
P ro fess iona l M ateria ls  1,496
Equipment Maintenance 2,485
Accounting/Aud it 1,960
Insurance 4,729
P r in t in g  1,309
Other 1,072
T o ta l Expenditures as o f 2/28/37 $750.760

Note 1: The inform ation included  in  th is  schedule was
obtained from SESA re co rd s . Th is  inform ation has 
not been audited by us and a ccord ing ly , we express 
no opin ion on i t .

Note 2: SESA has been authorized to  receive and expend
$1,617,929 in  Federal and State  grants as o f 
February 28, 1987.

Note 3: Th is  schedule does not in clude  monies received or
expended by SESA's predecessor (ARMSI) p r io r  to the 
organization of SESA.
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Sp e c ia l Education  Services Agency 
D is t r ic t s  and S ite s  V is ite d  and Students Served 

Ju ly  1, 1986 - December 31, l98b 
(Note 1)

A P P E N D I X  B

V is i t s  D is t r i c t S ite Students

1

2

1

2

5
2

2

1

2

1

1

Alaska Gateway

Bering S t r a i t

B r is to l  Bay 
Chatham 
Copper R iver
Craig
Delta  Greely
D illingham
Fairbanks

Haines
Hydaburg
Juneau

Kashunamuit
Kenai

Eagle
Mentasta
Northway
T e t l in
Tok
Diomede
Elim
Gambell
Koyuk
Shishmaref
T e lle r
Unalakleet
Wales
King Salmon 
Gustavus 
G lena llen  
Kenny Lake 
Craig
D e lta  Schools 
F t .  Greely 
D illingham  School 
Barnette Elementary 
B ir ch
F t .  Wainwright 
Haines Elementary 
Mosquito Lake 
Hydaburg. Schools 
Floyd Dryden 
Juneau Douglas H .S . 
Marie Drake M .S. 
Mendenhall Glen 
S t .  Jude 
Chevak
Kalifonsky Beach 
Kenai Elementary

Note 1: A l l  inform ation obtained from SESA "Department
of Education  State  Contract fo r Low Incidence 
Handicapped Outreach Service  Quarterly Report" 
fo r the period October - December 1986 and 
FY 87 year to date.
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A P P E N D I X  B

S p e c ia l Education Services Agency 
D is t r ic t s  and S ite s  V is ite d  and Students Served 

Ju ly  1, 1986 - December 31, 1986

V is i t s  D i s t r i c t S ite Students
Ketchikan

1

4
4
3

13

King Cove
Klawock
Kodiak
Lake & Penn.
Lower Kuskokwim

Lower Yukon

Mat-Su
Nenana
Nome
North Slope

NW A r c t ic

P e lica n
Petersburg
R a ilb e lt
S itk a

Houghtaling 
Ketchikan C ity  
Ketchikan H .S .
P t . Higgens 
Schoenbar J r .  H .S . 
V a lle y  Park Elementary 
White C l i f f  Elementary 
King Cove Elementary 
Klawock Schools 
Chiniak
East Elementary 
Newhalen 
P e rry v ille  
Bethel H .E .
Eek
Kasigluk
Kipnuk
Kongiginak
Kwethluk
Nunapitchuk
Toksook Bay
Tonunak
M arshall
Mt. V illa g e
P i lo t  S ta tio n
Swanson Elementary
W asilla  H .S .
Nenana Schools 
Nome Elementary 
Barrow Elementary 
Barrow High School 
P t. Lay 
Buckland 
Kotzebue M .S .
Kotzebue H .S .
Pe lica n  Schools 
Petersburg M.S. 
Anderson 
Cantwell
Baranof Elementary 
B la tch le y  J r .  H .S .
Mt. Edgecumbe 
S itk a  High School

2
2
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A P P E N D I X  B

Sp e cia l Education  Services Agency 
D is t r ic t s  and S ite s  V is ite d  and Students Served 

Ju ly  1, 1986 - December 31, 1986

V is i t s  D is t r i c t S ite Students
3
1

5

4
2

Skagway
S .E . Is land
S.W. Region

Wrangell 
Yukon F la ts
Yukon-Koyukuk

Y u p iit

Skagway C ity  
H o l l is  
Levelock 
New Stuyahok 
Togiak
W rangell Elementary
F t .  Yukon
Venetie
B e ttie s  F ie ld
H u s lia
Kaltag
Koyukuk
Tuluksak

118 37 D is t r i c t s  91 S ite s  141
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A P P E N D I X  C

Sp ecia l Education Services Agency 
Type and Number of D is t r i c t  Persons Assisted  

Ju ly  1, 1986 - December 3 l, 1986 
(Note 1)

No. o f
Nci. of No. o f No. of No. of Non No. of

D is t r i c t  Teach. Aides Admin. Cert. Cert. Parents To ta l
Alaska

Gateway 6 0 4 0 2 2 14
Bering S t . 22 1 • 9 2 1 6 41
B r is to l  Bay 1 0 1 1 0 1 4
Chatham 1 1 1 0 0 0 3
Copper R iv . 2 1 2 0 1 0 6
Craig 1 0 2 0 3 0 6
Delta/Gre. 8 1 3 1 1 3 17
D illingham 3 1 1 1 2 2 10
Fairbanks 5 2 2 3 0 3 15
Haines 5 1 2 1 2 3 14
Hydaburg 1 0 1 0 0 0 2
Juneau 12 4 5 4 3 4 32
Kashunamuit 2 0 1 0 0 0 3
Kenai 4 0 1 1 0 2 8
Ketchikan 12 0 7 4 9 1 33
King Cove 2 0 1 0 0 1 4
Klawock 4 1 3 1 1 1 11
Kodiak 4 0 3 1 2 2 12
Lake & Penn. 5 1 3 1 3 2 15
Low. Kusk. 20 8 9 6 6 11 60
Low. Yukon 3 0 4 0 3 2 12
Mat-Su 3 4 3 0 2 1 13
Nenana 5 0 1 0 1 1 8
Nome 6 2 2 1 4 0 15
North Slope 10 4 5 0 0 5 24
NW A r c t i c 16 0 5 0 4 1 26
P e lica n 1 1 1 0 0 2 5
Petersburg 6 0 2 1 3 2 14
R a ilb e lt 2 1 2 0 3 0 8
SE Is land 1 1 0 1 0 1 4
S itk a 12 3 6 5 5 9 40
Skagway 1 0 1 0 0 2 4
SW Region 7 1 2 3 0 2 15
Wrangell 3 3 1 1 5 3 16
Yukon F la ts 3 2 3 3 3 1 15
Yukon-Koy. 7 2 2 1 3 1 16
Y u p iit 1 0 2 _0 _0 _0 3
T o ta l 207 46 103 43 72 77 548

Note 1: Data from SESA DOE Sta te  Contract for Low Incidence 
Handicapped Outreach Service  Quarterly Report fo r 
the period 10/1/86-12/31/86 and FY 87 year to date,
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S p e c i a l  E d u c a t i o n  S e r v i c e s  A g e n c y  
T e c h n i c a l  A s s i s t a n c e  S a t i s f a c t i o n  R a t i n g s  

J u l y  1, 1 9 8 6  - D e c e m b e r  31, 1 9 8 6  
( N o t e  1)

A P P E N D I X  D

F i r s t
Q u a r t e r

C u m .
N o .  R a t i m

( N o t e  2)

S e c o n d

Q u a r t e r
Cum.
No. R a t i m

( N o t e  2)

A. W a s  t h e  p u r p o s e  o f  t h i s  
t r i p  a c h i e v e d ?

B. T h e  a s s i s t a n c e  p r o v i d e d  

w a s  b e n e f i c i a l  to me.

C. I w i l l  u t i l i z e  t h e  a s s i s ­

t a n c e / i n f o r m a t i o n  p r o ­
v i d e d  d u r i n g  t h e  s c h o o l  

y e a r .

D. O v e r a l l ,  t h e  a s s i s t a n c e  

p r o v i d e d  m e t  m y  n e e d s  to 
b e t t e r  s e r v e  t h e  s t u d e n t s

6 . 5 0

6.00

7 . 0 0

6 . 7 5

43

43

43

43

6 . 4 0

6 . 4 9

6 . 5 8

6 . 6 0

N o t e  1: D a t a  w a s  o b t a i n e d  f r o m  S E S A  " D e p a r t m e n t  o f
E d u c a t i o n  S t a t e  C o n t r a c t  f o r  L o w  I n c i d e n c e  
H a n d i c a p p e d  O u t r e a c h  S e r v i c e  Q u a r t e r l y  R e p o r t "  
f o r  t h e  p e r i o d  O c t o b e r  - D e c e m b e r  1 9 8 6  a n d  
F Y  87 y e a r  to d a t e .

N o t e  2: S c h o o l  d i s t r i c t  p e r s o n n e l  w e r e  a s k e d  to r a t e
S E S A  s e r v i c e s  o n  a 7.0 p o i n t  s c a l e ,  w i t h  7.0 

b e i n g  t h e  h i g h e s t  r a t i n g .
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SPECIAL EDUCATION SERVICE AGENCY
2211-B ARCA DRIVE / ANCHORAGE, ALASKA 99508 / PHONE (907) 279-9675

Mr. G e r a l d  W i l k e r s o n  

L e g i s l a t i v e  A u d i t o r  

D i v i s i o n  of L e g i s l a t i v e  A u d i t  

P o u c h  W

A p r i l  21, 198 7

J u n e a u ,  A l a s k a  9 9 8 1 1 - 3 3 0 0  

D e a r  Mr. W i l k e r s o n :

T h i s  l e t t e r  is in  r e s p o n s e  to y o u r  r e p o r t ,  "A P e r f o r m a n c e  R e p o r t  on the D e p a r t­

m e n t  o f  E d u c a t i o n ,  S p e c i a l  E d u c a t i o n  S e r v i c e  A g e n c y ,  M a r c h  25, 1 9 8 7 . "

I n  this r e p o r t ,  y o u  m a d e  t h ree r e c o m m e n d a t i o n s .  We  w i l l  r e s p o n d  to each.

R e c o m m e n d a t i o n  No. 1

T h e  D e p a r t m e n t  of  E d u c a t i o n  ( D O E )  s h o u l d  p r o m u l g a t e  r e g u l a t i o n s  d e l i n e a t i n g  

s p e c i a l  e d u c a t i o n  p r o g r a m  s t a n d a r d s ,  a n d  o n c e  e n a c t e d ,  m o n i t o r  s c h o o l  d i s ­

tr i c t s  f o r  c o m p l i a n c e  w i t h  t h o s e  s t a n d a r d s .

W e  c o n c u r  w i t h  this r e c o m m e n d a t i o n  a n d  h a v e  a n d  w i l l  c o n t i n u e  to a s s i s t  the 

D e p a r t m e n t  i n  this e n d e a v o r .  R e c e n t l y ,  w e  a n d  o t h e r s  in the s t a t e  have 

s u g g e s t e d  t h a t  the D e p a r t m e n t  of E d u c a t i o n  g o  to p u b l i c  h e a r i n g  w i t h  P r o g r a m  

S t a n d a r d s  d e v e l o p e d  t h r o u g h  the P r o g r a m  S t a n d a r d s  T a s k  F o r c e .

R e c o m m e n d a t i o n  No .  2

A l a s k a  S t a t u t e  1 4 . 3 0 . 6 5 0  s h o u l d  be a m e n d e d  to r e q u i r e  s c h o o l  d i s t r i c t s  u t i ­

l i z i n g  S E S A  s e r v i c e s  to c o n t r i b u t e  to S E S A  f u n d i n g .

T h e  f u n d i n g  o f  e d u c a t i o n  s e r v i c e s  in this s t a t e  h a s  n e e d e d  m a j o r  r e v i s i o n  f o r  

a n u m b e r  of y e a r s .  T h e  c u r r e n t  f o r m u l a  f o r  S E S A  w a s  d e r i v e d  b e c a u s e  of the 

n e e d  to p r o v i d e  s t a b i l i t y  to the a g e n c y  a n d  to p r o v i d e  a f u n d i n g  m e c h a n i s m  

w h i c h  p r o v i d e s  e n o u g h  r e v e n u e  to p r o v i d e  a n  a p p r o p r i a t e  a m o u n t  of s e r v i c e  to 

s c h o o l  d i s t r i c t s .  W e  f e e l  t h a t  S E S A ' s  f u n d i n g  n e e d s  to be c o n s i d e r e d  w i t h  

the s t a t e ' s  f u n d i n g  f o r m u l a  f o r  e d u c a t i o n  a n d  c h a n g e s  m a d e  as e x p e r i e n c e  w i t h  

th ese f o r m u l a s  r e v e a l  d i s c r e p a n c i e s  or p r o b l e m s .  W e  w o u l d  s u p p o r t  a f u n d i n g  

m e c h a n i s m  w h i c h  p r o v i d e s  s t a b i l i t y  to the a g e n c y  a n d  p r o v i d e s  e n o u g h  d o l l a r s  

to p e r f o r m  the job.

A .NON-PROFIT CORPORATION PROVIDING EDUCATIONAL SERVICES
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G e r a l d  W i l k e r s o n  

A p r i l  21, 1987 

P a g e  T w o

R e c o m m e n d a t i o n  No. 3

T h e  S p e c i a l  E d u c a t i o n  S e r v i c e  A g e n c y  B o a r d  of D i r e c t o r s  s h o u l d  a d o p t  a p o l i c y

s t a t i n g  the m a x i m u m  n u m b e r  o f  s t u d e n t s  o f  a n y  o ne d i s a b i l i t y  they w i l l  s e r v e

in a s c h o o l  d i s t r i c t .

W e  c o n c u r  w i t h  this r e c o m m e n d a t i o n  a n d  p l a n  to a d o p t  s u c h  a p o l i c y  a t  o u r  

M a y  30, 1987, B o a r d  m e e t i n g .

T h a n k  y o u  f o r  the o p p o r t u n i t y  to r e s p o n d  to y o u r  r e p o r t .  I n  a l l ,  w e  f o u n d

the r e p o r t  q u i t e  w e l l  d o n e  a n d  c o m p l e t e .

Y o u r s  s i n c e r e l y

R o b e r t  A. F r a n k e n ,  P r e s i d e n t  

S E S A  B o a r d  o f  D i r e c t o r s

R B A : j a r
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STEVE COWPER, GOVERNOR

OFFICE OF THE COMMISSIONER 

April 22, 1987

D E P A R T M E N T  O F  E D E C A T B O N GOLDBELTPLACE 
801 WEST 10th STREET 
POUCHF
JUNEAU, ALASKA 99811

Gerald L. Wilkerson, CPA 
Legislative Auditor 
Division of Legislative Audit 
Pouch W
Juneau, Alaska 99811

Dear Mr. Wilkerson:

This is in response to the Performance Report on the Special Education 
Services Agency dated March 25, 1987. Your recommendations and our 
responses are as follows:

Recommendation No. 1

The Department of Education should promulgate regulations delineating 
special education program standards and once enacted, monitor school 
districts for compliance with those standards.

Response: On April 28, 1987, the Department will present to the Alaska 
State Board of Education proposed regulations for program standards for 
promulgation.
It is anticipated that these regulations will be in place prior to the 
beginning of the 1987-88 school year.

Recomnendation No. 2

Alaska Statute 14.30.650 should be amended to require school districts 
utilizing SESA services to contribute to SESA funding.

Response: The Department of Education concurs with this recommendation 
as a philosophy, but the mechanics of establishing a system of payment by 
the districts would be extremely difficult to implement and enforce. A 
survey conducted by the Office of Special Services on this issue 
indicated that half of the responding districts would not use SESA 
services if they were required to pay for the services. It would be very 
difficult for SESA to build a budget and hire staff not knowing how many 
districts would purchase these services. Further, it would probably 
result in many students who are eligible for and in need of services not 
receiving those services.

Recommendation No. 3

The Special Education Services Agency Board of Directors should adopt a 
policy stating the maximum number of students of any one disability they 
will serve in a school district.
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Gerald Wilkerson, CPA Page Two April 22, 1987

Response: The Department of Education does not concur that an agency
board should prescribe a policy of this nature. A random number may 
hinder services in one district and not another, depending upon the 
geographical conditions of the district. Eight students may be 
appropriate in a rural district while three may be appropriate in an 

urban district.

William G. Demmert 
Commissioner

-2 8 -





1

2

3

4

5

6

7

8

9

10

11

12

13

Introduced: 3/2S/87 5-0911A
Referred: Health, Education & Social Services

& Finance

B Y  ZHAROFF, H E N S L E Y ,  D U N C A N  
IN  T H E  S E N A T E  A N D  F A I K S

S E N A T E  B I L L  NO. 2 12

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A S K A

F I F T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

A  B I L L

F o r  an A c t  en t i t l e d :  " An Act e x t e n d i n g  t h e  t e r m i n a t i o n  dat e  of t h e  S p e c i a l

E d u c a t i o n  S e r v i c e  A g e n c y ;  and p r o v i d i n g  f o r  an  e f f e c­

tive d a t e . "

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF  T HE S T A T E  O F  ALASKA:

* S e c t i o n  1. AS  4 4 . 6 6 . 0 1 0 ( a ) (14) is a m e n d e d  to read:

(14) S p e c i a l  E d u c a t i o n  S e r v i c e  A g e n c y  (AS 14 . 3 0 . 6 0 0 )

J u n e  30, 1990 [1987].

* Sec. 2. This A ct takes e f fect i m m e d i a t e l y  u n d e r  AS  0 1 . 1 0 . 0 7 0 ( c ) .
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SENATE COMMITTEE REPORT

D a t e  o f  4 / 2 ? / / 7  5 - D A Y  N O T I C E
IN A C C O R D A N C E  W I T H  U N I F O R M  R U L E  23

, F U R T H E R :  F I N A N C E  •
* * F I S C A L  N O T E ( S )  A T T A C H E D  / **
IN A C C O R D A N C E  W I T H  A S  2 4 . 0 8 . 0 3 5  
(see b e l o w )

3 / 2 6 / 8 7  D A T E  T U R N E D  I N T O  O F F I C E S ~ / 9 / / ? ' 7

Mr. P r e s i d e n t :

H E S S  C o m m i t t e e  c o n s i d e r e d  8 8  2 ^2

F I R S T  C O M M I T T E E  O F  R E F E R R A L

e x t e n d i n g  t h e  t e r m i n a t i o n  d a t e  o f  t h e  S p e c i a l  E d u c a t i o n  S e r v i c e  
A g e n c y ;  efd.

a n d  r e c o m m e n d e d :

[ V] r e p l a c e  w i t h  C S  S J 3  3 . / ~ 2 _  / # £ * 5 5  *)___________ s a m e  t i t l e
[] n e w  t i t l e

[ ] a t t a c h e d  a m e n d m e n t ( s )  a n d  

[^] p a s s  

[ ] do n o t  p a s s

[ ] n o  r e c o m m e n d a t i o n

[ ] i n d i v i d u a l  r e c o m m e n d a t i o n s

[ ] f u r t h e r  r e f e r r a l  t o __________  ____

[ j l e t t e r  o f  i n t e n t  a d o p t e d  a n d  a t t a c h e d

* *  C o m m i t t e e  [ y ]  a t t a c h e d  o r  [ ] a d o p t e d  f i s c a l  n o t e ( s )

[y] z e r o  [ ] f i s c a l  i m p a c t

O T H E R  R E C O M M E N D A T I O N S

J < ? c u < S  _
C h a i r m a n  s i g n a t u r e  a n d  r e c o m m e n d a t i o n

[ ] C o m m i t t e e  B a c k u p  A t t a c h e d





SENATE COMMITTEE REPORT

D a t e  o f  5 - D A Y  N O T I C E
!N A C C O R D A N C E  W I T H  U N I F O R M  R U L E  23

F U R T H E R :

* * F I S C A L  N O T E ( S )  A T T A C H E D  **
IN A C C O R D A N C E  W I T H  A S  2 4 . 0 8 . 0 3 5  

(see b e l o w )

3 / 2 6 / 8 7  D A T E  T U R N E D  I N T O  O F F I C E __________

Mr. P r e s i d e n t :

F I N A N C E ______________________________C o m m i t t e e  c o n s i d e r e d  SB 217

l e g i s l a t i v e  p e r  diem; efd.

a n d  r e c o m m e n d e d :

[ ] r e p l a c e  w i t h  CS ______________________

[ ] a t t a c h e d  a m e n d m e n t ( s )  a n d

f ] do p a s s

[ ] do n o t  p a s s

I 1 no r e c o m m e n d a t i o n

I J i n d i v i d u a l  r e c o m m e n d a t i o n s

I ] f u r t h e r  r e f e r r a l  to__________________

I ] l e t t e r  o f  i n t e n t  a d o p t e d  a n d  a t t a c h e d

* *  C o m m i t t e e  [ ] a t t a c h e d  o r  [ ] a d o p t e d  f i s c a l  n o t e ( s )
[ ] z e r o  [~] f i s c a l  i m p a c t

M E M B E R S  S I G N I N G  D O  P A S S  O T H E R  R E C O M M E N D A T I O N S

F I R S T  C O M M I T T E E  O F  R E F E R R A L

[] s a m e  t i t l e  
[] n e w  t i t l e

C h a i r m a n  s i g n a t u r e  a n d  r e c o m m e n d a t i o n
I ] C o m m i t t e e  Bac k u p  A t t a c h e d



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29
S

Intro d u c e d :
R e f e r r e d :

3 / 2 6 / 8 7
F i n a n c e

5 - 0 6 7 8 A

B Y  T H E  R U L E S  C O M M I T T E E  B Y  R E Q U E S T  
I N  T H E  S E N A T E  O F  T H E  L E G I S L A T I V E  C O U N C I L

S E N A T E  B I L L  NO. 217 

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

F I F T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to l e g i s l a t i v e  p e r  d i em; a n d  p r o v i d­

i n g  f o r  an e f f e c t i v e  d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  2 4 . 1 0 . 1 0 5 ( b )  is a m e n d e d  to rea d :

(b) A  l e g i s l a t o r  is e n t i t l e d  t o  r e c e i v e  p e r  d i e m  at t h e  s h o r t­

t e r m  r a t e

(1) f o r  t h e  10 d a y s  b e f o r e ,  t h e  10 d a y s  a f t e r ,  a n d  e a c h  d a y  

o f  [ D U R I N G ]  a l e g i s l a t i v e  s e s s i o n  i f  t h e  l e g i s l a t o r  is n o t  l i v i n g  in 

t h e  l e g i s l a t o r ' s  p l a c e  o f  p e r m a n e n t  r e s i d e n c e  d u r i n g  the s e s s i o n ;  

[AND]

(2) d u r i n g  t h e  p e r i o d  o f  t i m e  n o t  i n c l u d e d  in (1) o f  t h i s  

s u b s e c t i o n ,  w h i l e  o n  c o m m i t t e e  b u s i n e s s  o r  o t h e r  l e g i s l a t i v e  b u s i n e s s  

i n  a p l a c e  t h a t  is n o t  the l e g i s l a t o r ' s  p l a c e  o f  p e r m a n e n t  r e s i d e n c e ^  

a n d

(3) d u r i n g  t h e  10 d a y s  b e f o r e  a n d  t h e  10 d a y s  a f t e r  a 

l e g i s l a t i v e  s e s s i o n  w h i l e  e n g a g e d  i n  c o m m i t t e e  b u s i n e s s  o r  o t h e r  

l e g i s l a t i v e  b u s i n e s s  i n  a p l a c e  t h a t  is n o t  t h e  l e g i s l a t o r ' s  p l a c e  o f  

p e r m a n e n t  r e s i d e n c e  i f  t h e  l e g i s l a t o r  is l i v i n g  i n  t h e  l e g i s l a t o r ' s  

p l a c e  o f  p e r m a n e n t  r e s i d e n c e  d u r i n g  t h e  s e s s i o n .

* Sec. 2. A S  2 4 . 1 0 . 1 0 5 ( c )  is a m e n d e d  to rea d :

(c) A  l e g i s l a t o r  is e n t i t l e d  t o  r e c e i v e  p e r  d i e m  at t h e  l o n g­

t e r m  r a t e

(1) f o r  t h e  10 d a y s  b e f o r e ,  t h e  10 d a y s  a f t e r ,  a n d  e a c h  d a y  

o f  [ D U R I N G ]  a l e g i s l a t i v e  s e s s i o n  if the l e g i s l a t o r  is l i v i n g  i n  the 
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l e g i s l a t o r ' s  p l a c e  o f  p e rm anen t r e s i d e n c e  d u r i n g  th e  s e s s i o n  u n l e s s  
t h e  l e g i s l a t o r  r e c e i v e d  p e r  d iem  a t  th e  s h o r t - t e rm  r a t e  u n d e r  (b )(3 ) 
o f  t h i s  s e c t i o n  f o r  t h a t  d a y ; and

(2) d u r i n g  th e  p e r i o d  o f  t im e  n o t  i n c l u d e d  i n  (1) o f  t h i s  
s u b s e c t i o n ,  w h i l e  en gaged  i n  c o m m it te e  b u s i n e s s  o r  o t h e r  l e g i s l a t i v e  
b u s i n e s s  a t  t h e  l e g i s l a t o r ' s  p l a c e  o f  p e rm anen t r e s i d e n c e .

* S e c . 3. AS 24.10.105 i s  amended b y  a d d in g  a new s u b s e c t i o n  to  r e a d :
(e) I n  a d d i t i o n  t o  r e c e i v i n g  p e r  d iem  u n d e r  (b) o r  (c )  o f  t h i s  

s e c t i o n ,  a l e g i s l a t o r  i s  e n t i t l e d  t o  r e im b u r s em e n t  f o r  a c t u a l  e x p e n se s  
f o r  t r a n s p o r t a t i o n ,  f o o d ,  and  l o d g i n g  when away f rom  J u n e a u  on l e g i s ­
l a t i v e  b u s i n e s s  d u r i n g  th e  l e g i s l a t i v e  s e s s i o n  i f  th e  t r i p  i s  a u t h o r ­
i z e d  b y  th e  p r e s i d e n t  o f  t h e  s e n a t e  o r  t h e  s p e a k e r  o f  t h e  h o u se  o f  
r e p r e s e n t a t i v e s ,  a s  a p p r o p r i a t e .  H oweve r , a l e g i s l a t o r  may n o t  r e ­
c e i v e  r e im b u r s em e n t  f o r  an i t e m  t h a t  i s  g r e a t e r  th a n  $10 u n l e s s  th e  
l e g i s l a t o r  p r e s e n t s  a r e c e i p t  f o r  t h e  e x p e n se  o r ,  i f  t h e  r e c e i p t  i s  
u n a v a i l a b l e ,  a w r i t t e n  e x p l a n a t i o n  f o r  th e  f a i l u r e  t o  p r e s e n t  th e  
r e c e i p t .

* S e c . 4. T h i s  A c t  t a k e s  e f f e c t  im m e d ia t e l y  u n d e r  AS 01.10.070(c).
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B Y  T H E  R U L E S  C O M M I T T E E  B Y
IN T H E  S E N A T E  R E Q U E S T  O F  T H E  G O V E R N O R

S E N A T E  B I L L  NO. 218 

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

F I F T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to p u r c h a s e  o f  f o r e i g n  i n v e s t m e n t s

b y  the b o a r d  o f  t r u s t e e s  o f  t h e  A l a s k a  p e r m a n e n t  

f u n d ."

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  3 7 . 1 3 . 1 2 0 ( g ) ( 8 )  is a m e n d e d  to read:

(8) d o m e s t i c  c o r p o r a t e  d e b t  s e c u r i t i e s  t h a t  [ W H I C H ]  a r e  

r a t e d  A A  o r  b e t t e r  b y  a n a t i o n a l l y  r e c o g n i z e d  r a t i n g  s e r v i c e , o r  

f o r e i g n  c o r p o r a t e  d e b t  s e c u r i t i e s  o f  c o m p a r a b l e  q u a l i t y ;

*  Sec. 2. A S  37.13.120( g ) (19) is a m e n d e d  to read:

(19) c e r t i f i c a t e s  o f  d e p o s i t ,  t e r m  d e p o s i t s ,  o r  b a n k e r s '  

a c c e p t a n c e s ,  w h i c h  a r e  i s s u e d  b y  a U n i t e d  S t a t e s  o r  f o r e i g n  b a n k  o r  

t r u s t  c o m p a n y  l o c a t e d  in a f o r e i g n  c o u n t r y  a n d  a r e  d e n o m i n a t e d  in 

U n i t e d  S t a t e s  or f o r e i g n  c u r r e n c y ,  i f  e i t h e r  (A) t h e y  m a y  b e  r e a d i l y  

s o l d  in a s e c o n d a r y  m a r k e t  a t  p r i c e s  r e f l e c t i n g  f a i r  v a l u e ,  o r  (B) t h e  

i s s u i n g  b a n k  o r  t r u s t  c o m p a n y  h a s  c a p i t a l  a n d  s u r p l u s  at t h e  d a t e  o f  

i s s u e  e q u a l i n g  at l e a s t  $ 1 0 0 , 0 0 0 , 0 0 0  [ $ 5 0 0 , 0 0 0 , 0 0 0 ] ;  i n v e s t m e n t s  m a d e  

u n d e r  t h i s  p a r a g r a p h  a r e  n o t  s u b j e c t  to t h e  c o l l a t e r a l  r e q u i r e m e n t s  

f o r  d o m e s t i c  c e r t i f i c a t e s  u n d e r  (m) o f  t h i s  s e c t i o n ;

*  Sec. 3. A S  3 7 . 1 3 . 1 2 0 ( g )  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  t o  r e a d :

(21) s e c u r i t i e s  o f  f o r e i g n  g o v e r n m e n t s ,  f o r e i g n  g o v e r n ­

m e n t a l  a g e n c i e s ,  a n d  f o r e i g n  c o r p o r a t i o n s  t h e  p r i n c i p a l  o f  w h i c h  is, 

o r  t h e  i n t e r e s t  o r  d i v i d e n d s  o n  w h i c h  are, p a y a b l e  i n  e i t h e r  U n i t e d  

S t a t e s  d o l l a r s  o r  f o r e i g n  c u r r e n c i e s .

*  Sec. 4. A S  3 7 . 1 3 . 1 2 0 ( h )  is a m e n d e d  to r e ad:

S B 0 2 1 8 a  - 1 -  SB 2 1 8
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{10 T h e  b o a r d  m a y  filter i n t o  f u t u r e  c o n t r a c t s  f o r  t n e  s s l n  of

i n v e s t m e n t s  p u r c h a s e d  u n d e r  (g) of. t h i s  s e c t i o n ,  o r  f o r  t h e  s a l e  o f

foreign c u r rencies, only for the purpose of hedging e:i existing e q u i v­

alent ownership position in these investments [ S E C U R I T I E S ] .

* Se c .  5. A S  3 7 . 1 3 . 120(i) is a m e n d e d  to rea d :

(1) A t  the t i m e  of e a c h  i n v e s t m e n t , t h e  a g g r e g a t e  i n v e s t m e n t  of 

t h e  A l a s k a  p e r m a n e n t  f u n d  in e a c h  s t a t e d  c a t e g o r y  o f  i n v e s t m e n t  m a y  

n o t  e x c e e d  che f o l l o w i n g  s t a t e d  p e r c e n t a g e  o f  t h e  t o t a l  i n v e s t m e n t s  of 

the. fund: m o r t g a g e s  u n d e r  ( g ) ( 1 6 )  o f  this s e c t i o n ,  15 p e r c e n t ;  r e a l  

e s t a t e  i n v e s t m e n t s  u n d e r  ( g ) (20) o f  t h i s  s e c t i o n ,  15 p e r c e n t ;  f o r e i g n  

c e r t  if i c a t e s  of: d e p o s  i t. f o r e i g n te d e p o s its, an d  f o r e i g n  b a n k e r s '

a c c e p t a n c es (OR T H E  E Q U I V A L E N T ]  u n d e r  ( g ) (19) o f  t h i s  s e c t i o n ,  20

p e r c e n t ; s e c u r i t ies oi fore i gn gpvsrtiKenta_, gorgiga. >^v«rtuae^n.?. 1

a g e n c i e s, a n d  f o r e i g n  c o r p o r a t i o n s  u n d e r  a n d  ( 2 1 ) o f  t h i s

s e c tion. 20 p e r c e nt; d o m e s t ic c o r p o r a t e  s t o c k s  a n d  d e b t  s e c u r i t i e s

u n d e r  ( g ) ( 8 ) ,  (9), a n d  (18) o f  t h i s  s e c t i o n ,  50 p e r c e n t .  T h e  A l a 3 k s  

p ermanent: f u n d  m a y  at nc t i m e  o w n  m o r e  t h a n  f i v e  p e r c e n t  o f  the v o t i n g  

s t o c k  o f  a c o r p o r a t i o n .  D o m e s t i c  s t o c k s ,  e x c e p t  f o r  b a n k  a n d  i n s u r­

a n c e  c o m p a n y  s t o c k s ,  m u s t  be l i s t e d  a t  t h e  d a t e  of p u r c h a s e  on a v .  

e x c h a n g e  r e g i s t e r e d  w i t h  t h e  S e c u r i t i e s  a n d  Exchange. C o m m i s s i o n .

- 2 -
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STATE OF ALASKA 1987 LEGISLATIVE SESSION 
FISCAL NOTE

Revision Date: 3 '■£> '?-£■?<=>/</
FISCAL DETAILREQUEST_________________________________

Bill/Resolution No; ~~~
Title: An Act relating"to purchase of 
foreign securities by PFC

Sponsor: Rules
Requestor: Governor___________________
Date of Request: March 12, 1987______

EXPENDITUP.ES/P.EVENUES: (Thousands of Dollars)

Agency Affected: Revenue_______
BRU: Permanent Fund Corporation

Components: Operating

I FV 87 I FY 88 I FY~89~ I FY 90 | FY 91 T T T T T
I OPERATING T T

PERSONAL SERVICES 1 T ' - -T " " - 1 1 1
1 TRAVEL i 1 - 1 - 1 1 - 1 -

CONTRACTUAL 1 - 1 35.0 I 500.0 1 500.0 1 500.0 I 500.0
SUPPLIES 1 - 1 - i - 1 - ! - i
EQUIPMENT 1 - 1 - 1 - 1 - ! - 1

1 LANDS S STRUCTURES 1 - 1 - 1 - 1 1 - 1
GRANTS, CLAIMS 1 - 1 - 1 - 1 - 1 1
MISCELLANEOUS ! - 1 - I - 1 - 1 - 1

TOTAL OPERATING 1 - 1 35.0 1 500.0 1 500.0 1 500.0 I 500.0

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)
I GENERAL FUND
I FEDERAL FUNDS
I OTHFP. I
I TOTAL |

35.0
35.0

500.0
500.0

500.0-
500.0

500.0
500.0

500.0
500.0

POSITIONS:
I FULL-TIME 
I PART-TIME 
I TEMPORARY

ANALYSIS:

FY 88 - Contractual for Manager Search

FY 89 - FY 92 Management Fees J

Prepared By: Poyce Well entry request of PFC
Division: Office of the ssioner

Approved by Commissioner: Hugh Mai on 
Agency: Department of Revenue

Phone: 465-2300
Date: March 12, 1957"

Date: 3,

Distribution (by Agency preparing fiscal note): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)
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March 25, 1987

The Honorable Jan Faiks 
President of the Senate 
Alaska State Legislature 
P.O. Box V  
Juneau, AK 99811

Dear Senator Faiks:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill relating to the 
purchase of foreign investments by the board of trustees 
of the A las ka Permanent Fund. The bill specifically p e r­
mits the purchase of foreign securities by the board.

Returns from foreign investment have exceeded those from 
investments in the United States over most recent 10-year 
periods. In addition, the United States represents less 
than one-half of the world's equity capitalization, and 
that share is declining as foreign economies experience 
more rapid long-term growth. No one national m a r k e t  c o n­
sistently produces superior or inferior returns, and for­
eign securities markets  exhibit a low correl a t i o n  w i t h  the 
U.S. market. Consequently, the ability to invest in those 
foreign securities will reduce overall p ortfolio risk 
while providing an increased return when compared to a 
portfolio of solely U.S. equities.

In sec. 2 of the bill, capital and surplus requirements 
are reduced in recognition of di fferent international ac­
counting conventions. For example, it has been reported 
in Barron's National Business and Financial Weekly t h a t , 
if U.S. regulators required U.S. banks to establish a m o d­
est 10 perce nt reserve against their loans to the six m a­
jor Latin A m e rican debtors, it would cost Chase M a n h att an 
Bank $4.82 a share this year and Man ufacturers Hanover Trust 
Co. more than twice that amount. O n  the other hand, some 
German banks reserve more than 30 percent against 
lesser-developed-country loans. If w e  were to require 
$500,000,000 in capital and surplus of all foreign banks,



H on .  J a n  F a i k s P a g e  2

<F

w e  mi ght be forced to eliminate investments in banks with 
smaller reported capital but very large unreported r e­
serves, which might make them some of the safest banks in 
the world.

incere

'eve Cowper 
'Governor 
</
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EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAI M S
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CAPITAL - - - . - -
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- - - - — -

- - - - - -
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PART-TIME
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- - - - — —
- - - - -
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1986 WORLD

E Q U I T I E S  ( $ 5 . 6  Trillion)

3 9 . 0 %  

U . S .

2 7 . 0 %

E u r o p e /

O t h e r

3 4 . 0 %  

J a p a n /  

F a r  E a s t

S o u r c e :  J.P. M o r g a n  I n v e s t m e n t

CAPITAL MARKETS

B O N D S  ( $ 7 . 4  Trillion)

4 4 . 0 %  

U . S .

3 1 . 0 %  

E u r o p e /  

O t h e r

2 0 . 0 %  

J a p a n /  

F a r  E a s t

5 . 0 %  International 

D o l l a r  D e n o m i n a t e d

prepared b y  Fkrnvsnept
Corporcdi'̂ n



T O T A L  A N N U A L  R E T U R N  ( U . S .  D O L L A R S )

H o n g
Australia K o n g  Japan Singapore C a n a d aG e r m a n y

Switzer­
land U.K. Australia

1 9 7 7 2 5 . 8 2 8 . 7 5 8 . 0 11.9

1 9 7 8 2 6 . 9 2 1 . 9 1 4 . 6 2 1 . 8

1 9 7 9 ( 2 . 2 ) 12.1 2 2 . 1 4 3 . 6

1 9 8 0 | ( 7 . 3 ) 4 1 . 1 5 5 . 3

1 9 8 1 ( 8 . 2 ) ( 9 . 5 ) (10.6) M
1 9 8 2 1 2 . 3 3 . 4 9 . 2 (22.6)

1 9 8 3 2 5 . 9 19.3 1 7 . 2 5 6 . 0

1 9 8 4 ( 3 . 8 ) (11.1) 5 . 4 (12.6)

1 9 8 5 1 4 0 . 9 1 0 8 . 9 5 3 . 4 2 1 . 0

1 9 8 6 3 7 . 2 3 4 . 3 2 7 . 1 4 3 . 8

! B E S T  P E R F O R M E R
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U.S. INTERNATIONAL EQUITY MARKET 
PERFORMANCE COMPARISON 

M.S.C.I. EAFE INDEX vs. STANDARD & POOR’S 500
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Components of The MSCI Europe, Australia, 
Far East (EAFE) Index December 31, 1986

Belgium 1.1% 

France 4 . 4 %

J a p a n  5 3 . 8 %

Australia 2 . 5 %

H o n g  K o n g  1.5% 

Singapore/Malaysia 0 . 9 %  

United K i n g d o m  13.3%

G e r m a n y  8 . 0 %

Italy 4 . 3 %

Netherlands 2 . 7 %

Spain 1.2%

S w e d e n  1.5%

Switzerland 3 . 9 %

Austria, Denmark, Norway 0.9%

T o t a l  C a p i t a l i z a t i o n  

U . S .  $ 2 , 0 5 3 . 4  Billion

Source: Morgan Stanley Capital International



INTERNATIONAL EQUITY MARKETS 
ANNUALIZED RETURNS IN U.S. DOLLARS

1970 -  1986
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INTERNATIONAL EQUITY MARKETS 
ANNUALIZED LOCAL AND CURRENCY RETURNS 

1970 - 1986
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INTERNATIONAL EQUITY MARKETS 
STANDARD DEVIATION OF RETURNS IN U.S. DOLLARS

1970 - 1986
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CORRELATION OF RETURNS 
BETWEEN U.S. AND MAJOR FOREIGN MARKETS

5 0  

4 0  

3 0  

2 0  

1 0  

0
C a n a d a  S w i t z e r l a n d  F r a n c e  S i n g a p o r e  J a p a n  E A F E  

N e t h e r l a n d s  U.K. A u s t r a l i a  G e r m a n y  H o n g  K o n g  

E A F E :  Europe, Australia, a n d  Far Eas t Index

P e r c e n t a g e  of M o v e m e n t  Explained b y  C r o s s  Correlation



INTERNATIONAL FIXED INCOME MARKETS 
ANNUALIZED RETURNS IN U.S. DOLLARS

1970 -  1986
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INTERNATIONAL FIXED INCOME MARKETS 
ANNUALIZED LOCAL AND CURRENCY RETURNS 

1970 - 1986
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INTERNATIONAL FIXED INCOME MARKETS 
STANDARD DEVIATION OF RETURNS IN U.S. DOLLARS

1970 - 1986
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C o m b i n a t i o n s  of the S & P  Index 

a n d  E A F E  for the T e n - Y e a r  

Periods Ending 1 9 7 9 - 8 5 .

1984

1 9 8 0

1 9 7 9

1 4  1 6  1 8  
A n n u a l i z e d  S t a n d a r d  D e v i a t i o n

EAFE VERSUS THE S & P  5 0 0
R I S K - R E T U R N  A N A L Y S I S
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T H E  I M P O R T A N C E  O F  I N V E S T I N G  G L O B A L L Y  I N  A  8 H R I N K I N G  W O R L D

Why foreign investments? This is a ques tion w hich  

wouldn't even have arisen 20 years ago. In 1967, the United 

States' financial markets represented over two-thirds of the 

world's equity m arket capitalization, and t h e  U n i t e d  States 

was the world's unquestioned financial and industrial l e a d­

er. By the end of 1987, it r epresented  only 33% of the 

world's equity m arket capitalization, and m a n y  economists 

predict that this percentage will continue to shrink.

T he world's investable capital markets, excl uding cash 

and real estate, totaled some $13 t rillion at the end of 

December 1986. The world fixed-income markets amounted to 

some $7.4 trillion while the world equity m a r kets totaled 

$5.6 trillion. Some statisticians are p roj ecting that by 

the year 2000, w orld GNP will be over $15 trillion, with 75% 

outside the United States.

With the breakdown of exchange controls and rapid 

technological advances in communications, t h e  internati on­

alization of the world's financial markets has been p r o­

ceeding at a rapid pace. To put into perspe c t i v e  the 

magnitude of these changes, one only has to consider that in 

1973 television news in J uneau was delayed at least a day

1



and all scheduled programs were delayed a week. T h e  tapes 

had to be flown to J uneau from Seattle, and not infrequent­

ly, bad weather delayed their arrival. The o n l y  access to 

current w o rld news and the financial m a rkets  w a s  the t e l e­

phone.

Today, thanks to satellite telecommunications, the 

Alaska Permanent Fund Corporation has instant access not 

only to world news but also to the world*'?, financial 

markets. In our office in Juneau, each of our investment 

officers has two television monitors on which w e  are able to 

obtain Reuters and Telerate financial services. We have 

instant access to the stock market, the U.S. Go vern m e n t  bond 

market, foreign exchange quotations, commodities, financial 

futures, worldwide financial news, and trading in U.S. 

Government bonds in both London and Tokyo as well as New 

York.

The rapidity with which the world has been shrinking 

has been truly breathtaking. Worldwide global t e l e c o m m u n i­

cations and the integration of the w o r l d 7s financial markets 

is no longer a dream but well on the way to b e i n g  an a c c o m­

plished fact.

During the past 17 years, a period of explosive change, 

the non-U.S. markets have offered significant investment
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opportunities for U.S. investors. Man y of the world's 

fastest growing economies today are located in the Pacific 

Basin, and investments in this area offer some of the mo st 

attractive opportunities currently available.

Opportunities can be seen both in the form of return 

enhancement and risk reduction. A  number of statistical 

studies have shown definite benefits from foreign i n v e s t­

ment, both in the level of r eturn and the reduction of risk. 

It has been demonstrated that the inclusion of foreign 

investments in a domestic portfolio reduces the volatility  

(risk) of that portfolio since the world's financial marke ts 

do not all move in concert. The degree of benefit d e m o n­

strated varies from one study to another depending u p o n  the 

partic ular time span used, the countries covered, and the 

types of investments, but the positive conclusions persist 

through all of them.

Global investing isn't restricted to only a few c o m­

panies; it includes most of the world's m a j o r  industries.

The number one oil company in the world is Exxon. Number s 

two and three are foreign companies - The Royal Dutch Shell 

Group and British Petroleum. The two largest food companies 

are European - Unilever of Dutch and British ownership; and 

Nestle, a Swiss concern. T he number two and three chemical 

companies in the world behind Dupont are German - Bayer and
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Hoechst. A nd the top four banks are Japanese - Daichi 

Kangyo, Fuji, Sumitomo, and Mitsubishi. Some of the most 

s ignificant  research for m o d e r n  w o n d e r  drugs is being 

u n d e r t a k e n  b y  a number of m a j o r  Swiss and British p h a r m a­

ceutical companies.

Curren tly t he world  is involved in fierce competition 

to determine which companies will b e  the winners in the 

fields of capital goods, consumer electronics, and t e l e­

communications. A  large n umber of the most rapidly gro wing 

firms are situated outside the U n i t e d  States, reflecting 

fast e x p a nding overseas mark ets and abundant overseas 

s upplies of industrial raw mater i a l s  and of labor at various 

skill levels. In some instances, investors can only p a r t i­

cipate in certain areas of t echnology b y  investing in 

foreign firms.

O v e r  the ten year peri od ending December 1986, the 

Standar d & Poor's 500 Index m a nag ed a very healthy c o m­

pounded return of 13.7% annually. T h e  Capital International 

Europe, Australia, Far East Index returned an annual 22.3% 

for the same period. The next decade may be just the c o n­

verse w i t h  the S&P at 22.3% and EAFE at 13.7%. Even if this 

is the case, one can be fairly certain that there will be 

countries, securities, and w hole asset classes that will

-4-



outper f o r m  the U.S. for periods of t i m e  during  the next 

decade.

The U n i t e d  States' inability to stand apart from the 

rest of t h e  wor ld as an independent entity is, above all, 

the reason to factor international investing into investment 

plans. In addition, a number of analysts suggest that the 

p r ude nt m a n  rule and the prudent e x pe rt rule require 

investors with fiduciary responsibilities to look carefully 

at developments worldwide and to p u t  in place plans for an 

u n c e rtain future - a future of un pred i c t a b l e  global influ­

ence on investments.

We don't k n o w  h o w  the U.S. m a r k e t  will compare to 

foreign markets over the next twenty years. T h e  analysis of 

international m a r k e t s  should be emb raced b e cause it can 

p r ote ct a securities portfolio against unfore s e e n  dangers. 

U n c e r t a i n t y  about the future should be a compelling force 

leading investors to diversify as w i d e l y  as possible.



S t a t e  o f  A  l a  s  k  a
O F F I C E  OF  T HE  G O V E R N O R  

J u n e a u

March 25, 1987

The Honorable Jan Faiks 
P resident of the Senate 
A lask a State Legislature 
P.O. Box V  
Juneau, A K  99811

Dear Senator Faiks:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill relating to the 
purchase of foreign investments by the board of trustees 
of the A laska Permanent Fund. The bill specifically p e r­
mits the purchase of foreign securities by the board.

Returns from foreign investment have exceeded those from 
investments in the United States over m o s t  recent 10-year 
periods. In addition, the United States represents less 
than one-half of the world's equity capitalization, and 
that share is declining as foreign economies experience 
more rapid long-term growth. No one national market  c on­
sistently produces superior or inferior returns, and for­
eign securities markets exhibit a low correlation with the 
U.S. market. Consequently, the ability to invest in those 
foreign securities will  reduce overall portfolio risk 
while providing an increased return w h e n  compared to a 
portfolio of solely U.S. equities.

In sec. 2 of the bill, capital and surplus requirements 
are reduced in recognition of different international ac­
counting conventions. For example, it has been reported 
in Barron's National Business and Financial Weekly that, 
if U . S . regulators required U.S. banks to establish a m o d­
est 10 percent reserve against their loans to the six m a­
jor Latin Am erican debtors, it would cost Chase Manhattan 
Bank $4.82 a share this year and Manufa c t u r e r s  Hanover Trust 
Co. m o r e  than twice that amount. On the other hand, some 
German banks reserve more than 30 percent against 
lesser-developed-country loans. If we were to require 
$500,000,000 in capital and surplus of all foreign banks,



Hon. J a n  F a i k s P a g e  2

we might  be forced to eliminate investments in banks with 
smaller reported capital but very large unreporte d r e­
serves, which might make them some of the safest banks in 
the world. *

'eve Cowper 
'Governor 
1/


