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interest clearly does not provide control; 51% would provide a majority
interest, but the Fund would not likely find a partner willing to buy only a
49% interest. A 60% interest would provide control in some cases, but
only a 67% ownership, or greater, provides a super-majority interest
which would guarantee control in every instance.

There are other advantages to 100% ownership, however, besides control.
Primary among them is that by providing such flexibility, the Legislature
will be enabling the Board of Trustees to reach their real estate asset
allocation target.

As of December 31, 1993, your Permanent F?md had a market value of
$15.6 billion - $1.1 billion of which is invested in real estate. That means
real estate investments equal less than 7% of the total value of the Fund.
The Legislature in 1983, when it originally approved real estate
investments for the Fund, authorized the Board of Trustees to invest up to
15% of the Fund in real estate; the Trustees, meanwhile, have instructed
staff to invest 10% of the Fund in real estate. We have been trying to
reach that target for about five years and have never come much closer
than we are today. In the view of many of the Trustees and the staff, the
Fund will never reach its desired real estate asset allocation unless there
is some relief provided from the 40 %rule.

The Fund needs the flexibility to purchase real estate in larger dollar
amounts than is currently possible under that rule, and part of that
flexibility can be provided by allowing the Fund to purchase 100%
interests, at least in real estate investments under $50 million.

Fifty million dollars is a lot of money, but it is a much smanar number
when compared to the $1.1 billion real estate portfolio which the Fund
holds at present; it is a much smaller number when compared to the $750
million which the Fund needs to invest in real estate over the next three
years just to reach the Board's current 10% asset allocation target; and it
is a much smaller number when compared to the more than $1.5 billion
additional money which the Legislature has already authorized the Fund
to invest in real estate.

I have attached a list of Permanent Fund real estate investments for you to
review. Please note that 47 of the Fund's 68 existing direct investments
are under the $50 million mark. You will note that the vast majority of
these properties are apartments and industrial parks. It would be
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possible, however, to add some office buildings and retail centers to that
list if the Fund had the requested flexibility. Also note that a $20 million
limitation, for example, would rule out two of the four asset types in which
the Fund currently invests.

Besides the control issue and the need to make greater investments in real
estate in order to reach the asset allocation targets, there are other
reasons to allow your Permanent Fund managers to purchase up to 100%
ownership in properties. The first is that the Fund sometimes loses
excellent investment opportunities simply because sellers are unwilling or
unable to wait for the Fund to identify a co-investment partner, or because
our co-investment partner ultimately decides to take the entire
investment himself. The attached APFC memorandum from Pete Jeans to
William H. Scott addresses this issue.

Another reason for choosing no dollar limitation (or at least the $50
million number) is that the market values that you see on the attached list
of investments cnly reflect current prices - and real estate in the U.S., as
you know, is currently at or near the bottom of its market cycle. As prices
rise in the future (which they will) a lower-dollar-amount limitation will
increasingly disadvantage the Fund.

The reason the Fund invests in real estate is to maximize the risk and
return benefits of diversification. There is nothing in the bill (or the
amendments) which would hinder that, and much that would enhance it.
On behalf of the Board of Trustees, | request that you give their concerns
serious consideration.



Alaska Permanent Fund Corporation
P.O. Box 25500 Juneau, Alaska 99802-5500
(907) 465-2047

MEMORANDUM
DATE: February 1, 1994

TO: Senator Loren Leman
Chairman, Senate State Affairs Committee

FROM: William H. Scott
Executive Director
SUBJECT: Senate Bill 245
In response to the concerns you voiced at last Friday's committee meeting,
here are two workable amendments to SB 245. ovis
1. Remove the 40% ownership limitation on all real estateinvestments/
under $50 million (thus providing the Fund with the flexibility to gojb $ /
up to 100% on those investments). S
2. Change the 40% ownership limitation on all real estate investments
to a 67% ownership limitation on real estate investments in excess ~
of $50 million.

These changes are less than we would like, but we recognize the
Legislature's prerogative to exercise control over the Permanent Fund's
investment authority. We would like to make it clear, however, that even
though these amendments would, be an improvement over the status quo,
the Alaska Permanent Fund Corporation would prefer that the committee
move the bill as originally introduced.

Why should the Legislature eliminate the current 40% limitation?

The primary reason your Fund managers are seeking changes to the
existing real estate statute is to gain increased management control over
the Fund's real estate investments - both for the old as veil as the new
investments which the Fund will make in the future. A 40% ownership
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interest clearly does not provide control; 51% would provide a majority
interest, but the Fund would not likely find a partner willing to buy only a
49% interest. A 60% interest would provide control in some cases, but
only a 67% ownership, or greater, provides a super-majority interest
which would guarantee control in every instance.
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The Fund needs the flexibility to purchase real estate in larger dollar
amounts than is currently possible under that rule, and part of that
flexibility can be provided by allowing the Fund to purchase 100%
interests, at least in real estate investments under $50 million.

Fifty million dollars is a lot of money, but it is a much smaller number
when compared to the $1.1 billion real estate portfolio which the Fund
holds at present; it is a much smaller number when compared to the $750
million which the Fund needs to invest in real estate over the next three
years just to reach the Board's current 10% asset allocation target; and it
is @ much smaller number when compared to the more than $1.5 billion
additional money which the Legislature has already aufhorized the Fund
to invest in real estate.

I have attached a list of Permanent Fund real estate investments for you to
review. Please note that 47 of the Fund's 68 existing direct investments
are under the $50 million mark. You will note that the vast majority of
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possible, however, to add some office buildings and retail centers to that
list if the Fund had the requested flexibility. Also note that a $20 million
limitation, for example, would rule out two of the four asset types in which
the Fund currently invests.

Besides the control issue and the need to make greater investments in real
estate in order to reach the asset allocation targets, there are other
reasons to allow your Permanent Fund managers to purchaoe up to 100%
ownership in properties. The first is that the Fund sometimes loses
excellent investment opportunities simply because sellers are unwilling or
unable to wait for the Fund to identify a co-investment partner, or because
our co-investment partner ultimately decides to take the entire
investment himself. The attached APFC memorandum from Pete Jeans to
William H. Scott addresses this issue.

Another reason for choosing no dollar limitation (or at least the $50
million number) is that the market values that you see on the attached list
of investments only reflect current prices - and real estate in the U.S., as
you know, is currently at or near the bottom of its market cycle. As prices
rise in the future (which they will) a lower-dollar-amount limitation will
increasingly disadvantage the Fund.

The reason the Fund invests in real estate is to maximize the risk and
return benefits of diversification. There is nothing in the bill (or the
amendments) which would hinder that, and much that would enhance it.
On behalf of the Board of Trustees, | request that you give their concerns
serious consideration.
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Property

Hampton Woods
Williamsburg Apartments
Chatham®s Mark

Avalon Park Apartments
Logan®s Mark

Park at Wells Branch Apts
Amberwood Apartments
Lemay Lake Apartments
The Springs Apartments
Brookstone Apartments
Hunt®"s View Apartments
Plaza Port West

Goldbelt Building

Zia Vista Apartments
Conservatory Apartments
Tree Tops Apartments
Tri-County Corp. Center
Eastridge Apartments
Royal Farms Apartments
Bridgewater Apartments
Overlook Apartments
Skyier Ridge Apartments
Innesbrook Apartments
Villages of Forest Ridge
MNTX Business Center
Club at Tanasbourne
Waterford Place Apts.
Bank of Califoi*nia Center
Amador Oaks Apartments
Siesta Key & Cedar Key
Bristol Place Apartments
Riverbend Apartments
Mill Pond & Conifer Creek
Paragon Building

Crystal Creek Apartments
Lakefront Apartments
Arboretum Lakes

37 West 57th Street
Island Club Apartments
Blue <".sh Business Park
Club Apartments

Alameda Industrial Prop.
Dallas Industrial Port.
Frontier Building
Westwood Place

One Corporate Plaza
Danada Centers
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-0%

7%
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617
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444
696
814
742
893
913
932
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370
161
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366
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965
973
126
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130
210
401
014
105
455
535
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662
513
779
024
255
441
491
155
363
098
393
171
141
934
400
940

642
407
581
725
305
652
210
550
275
999
448
297
831
180
938
649
595
158
099
889
706
795
682
086
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333
243
545
611
645
248
500
651
751
852
053
241
404
412
063
389
391
462
580
897
934
316
874
401
825
025
504
035
417
733
338
764
156
052
949
562
139
602
728
485
090
747
484
963
442
836
000
213

549
666
264
812
796
992
407
122
654
187
252
381
576
950
902
122
786
895
247
666
266
988
204
257
816
750
000
281
665
686
875
295
280
926
678
325
349
896
676
734
620
453
330
352
748
490
000
859
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63
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Property

Oakwood M all
ARA Reading Center
Ontario Place

Beaverton/Redmond Tech.

Walnut Building
Fiesta Mall
919 North Michigan

International

Park

Harman
South Tower
University M all

One O'Hare

Square
Center
Owings M ills
IBM's SWMD Headquarters
St. Louis Center
M all
Monroeville Mall
1818 Market Street

135 East 57th

McKinley

Street

Nestside Pavilion

Tysons Corner Center

Permanent

Fund

Ownership

16.
31.
40.
40.
38.
40.
40.
40.
40

21.
40.
25.
40.
16.
10.
17.
16.
22.
12.
38

7%
4 %
0%
0%
2%
0 %
0 %
0 %
. 0%
0%
0 %
3%
0 %
6 %
6 %
1%
1%
7%
3%
. 0%

Number

of

Partners
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9, 964
18,785
23,960
25,259
24,933
26,232
28,554
32,014
32,045
19,509
38,551
25,491
41,416
18,494
15,037
26,00°
25,724
37,573
29,796

145,049

nvestment

000
746
000
853
348
300
686
143
962
524
026
300
084
089
838
927
266
374
506
462

Cost of 100%

of Investment

59 784 00O
59 851 424
59 900 000
63 149 632
65 235 707
65 580 750
71 386 714
80 035 357
80 114 906
93 011 894
96 377 564
100 955 644
103 540 209
111 449 115
141 363 612-~
152 058 063
159 829 672
165 322 851
242 186 977
381 709 112j



SUBJECT; Elimination of 40% restriction on real estate acquisitions

This memorandum should be attached to the memorandum dated November 18,
1993 to the Board of Trustees as additional information.

The following three investment opportunities are examples that were lost by APFC
during the past three months due to the 409% restriction on real estate acquisitions.

1 Park 227
Industrial Property
Kent, Washington

This proposal was received from the L & B Group. The proposed investment
included 39 acres with 5 industrial buildings, 100% leased. The total
purchase price was $26,500,000 and the initial cash on cash was 9% after
fees.

After preliminary review, APFC decided to move forward and hired Saylor
Capital to perform in-depth due diligence. APFC was considering 40% and
the Public Employees Retirement Association of Colorado (PERA) was
considering the remaining 60%. The due diligence was completed by both
APFC and PERA and the decision was made to proceed with documentation.
During this process, APFC and its attorneys could not negotiate acceptable
buy-sell arrangements and were forced into backing out of this investment.
PERA is proceeding to do 100%. The interesting thing on this investment is
that it was presented to the APFC first, and we recommended PERA to the
L & B Group as a potential partner.



Mr. William H. Scott
December 27,1993
Page 2

2. 278 Post Street
San Francisco, CA
(Retail Property on Union Square)

This proposal was received from LaSalle Advisors. The property is being
converted to Nike Town and other upscale retail. The cash on cash is
projected to be over 9% after the renovation. The total investment was
$34,600,000. The same situation occurred as above and PERA is doing 100%.

3. Sequoia Station Shopping Center
Redwood City, CA

This proposal was received from TCW Realty Advisors. The total purchase
price was $33,725,000. The initial cash on cash after fees was 9.33%. The
proposal was presented to APFC toward the end of October and the seller
required a closing by December 15, 1993. We looked at the property and
were interested in proceeding. TCW was unable to locate co-investors that
could close by the December deadline. As a result, we lost the opportunity to
consider this investment.

As more institutional dollars are made available for real estate, it is going to
become more and more difficult for APFC to become involved in the better
investments unless we can control the investment. In order to do this, we need to
have the flexibility to go up to 100% on some ofthe smaller investment
opportunities.
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Summary of Recommendations

Currently, the Alaska Permanent Fund is awell diversified portfolio that has enjoyed
tremendous suooess in recent years.  This suocess is mainly due to the Board's
knowledge of the importance of asset allocation and its commitment to diversification.
This has resulted in the Fund earning high rates of return at relatively conservative
levels of risk. The Fund is well positioned to reap the benefits of diversification, having
made investments in many different asset dasses, both domestic and international.
Also, the Fund apypears to e efficiently managed, employing reputable and capalde
managers for both its equity and fixed income assets. The Fund has the been able to
manage its substantial fixed income portfolio entirely in-house, keeping administrative
oosts and outside management fees to a minimum.  Several important issues must be
addressed, however, in order to ensure the Fund's continued Suoocess.

Our analysis suggests the Permanent Fund should alter its asset allocation policy in
order for the Fund to enjoy returns similar to those it has earmed in recent years.
Spedifically, the Board should consider the following actions:

» Revise its current three-year target asset mix to include a larger allocation
to domestic mid and small capitalization equities, European, Pacific Rim
and emerging market equities, and nortgage-backed securities.

» Adopt a more aggressive investment style by allocating a larger percentage
of Fund assets to equity assets and real estate.

» Revise its equity management plan by setting spedfic allocations for
international and domestic mid and small capitalization equity managers.

& Set spedific target allocations across fixed income sectors.
\

By implementing these changes, the Board can help ensure that the Permanent Fund
will achieve the highest expected return for its chosen risk level. This will help the
Board achieve its statutory goals of maximizing total Fund return and providing the
maximum amount of disposable income to Alaska's citizens.



This report presents recommendations conceming the Alaska Permanent Fund. The
first section provides background information on the procedures we used to perform the
asset allocation study. The second section suggests improvements for those portfolios,
and outlines a third portfolio suited to a nore aggressive investment philasophy. The
final section provides guidance on several important implementation issues.

I. Analyzing an Investment Portfolio

Afirst step in analyzing an investment portfolio is determining whether the portfolio
adequately compensates the investor for taking risk. Ideally, the portfolio iS: rricic IN
providing return to the investor; i.e., the portfolio provides the most return possible for
the amount of risk taken. In reality, however, few portfolios acconplish this dojective.

D efining Asset Classes

In order to analyze the Fund's portfalio, we had to decide which assets to include in the
Fund’s investment universe. Currently, the Fund invests in 12 different asset dasses
that comprise six main categories. The benchmarks used to represent»nch asset dass
in our analysis are listed in Appendix A at the end of this report. The asset dasses used
in our study are as follows:

U.S. Equity Assets Non-U.S. Fixed Income Assets
Large Capitalization Intermediate-Term Government/Corporate Bonds
Mid/Small Capitalization Long-Term Government/Corporate Bonds

Mortgage-Backed Securities
Non-U.S. Equity Assets
Non-U.S. Fixed Income Assets

Canada

Europe Non-U.S. Government Bonds
Pacific

Emerging Markets Cash

Other Assets U.S. Treasury Bills

Real Estate



Forecasting Return

We also had to forecast three estimates for each asset dass.  expected retumn, expected
risk (as measured by standard deviation), and expected return correlation between
assets. Summary tables of our forecasts are provided in Appendix B. It is important to
noie that our return, risk, and correlation forecasts are 1. ., -« . n - they apply to an
investment horizon of 10 years or nore. Our forecasts are passive in nature and,
therefore, would not change dramatically if we were to recalculate them a year from
now. Consequently, the portfolio allocations we recommend will remain stable over a
very long time period, and will require few changes over a long-term investment horizon.

The basis for our equity return forecasts is the risk-free rate of return and the historical
premium, called an equity risk premium, that is demanded by investors for holding risky
assets. We use the historical premium because the amount by which common stocks
have outperformed risk-free government bonds has been consistent over time. The long-
term equity risk premium for large capitalization domestic equities over the period
January 1926 to September 1998 was 7.25 percent. Also, many researchers have found
that, as the risk of an investment increases, so does its expected retum. For this reason,
we forecast the expected return of other equity asset dasses, such as domestic small
capitalization equities and international equities, to have greater expected returns.

The basis of our fixed income return forecasts is the current risk-free rate of return, as
proxied by the current yield on a risk-free government bond with a maturity matching
the investment time horizon. Currently, this rate is 6.31 percent, the current yield on
20year U.S. Treasury bond. To this rate, we add the appropriate maturity premium
(additional return required by investors for relinquishing the use of their money for long
time periods) and default premium (additional return that compensates investors for
buying bonds that have default risk, such as corporate bonds) for each dass of bonds for
which we are forecasting retums.

For international fixed income assets, we forecast returns as if the assets were
denominated in U.S. dollars. Since currency fluctuations are expected to average to zero
over time, any short-term currency gains or losses will not affect the long-term return on
international assets. Currency fluctuations do increase risk, however, and are accounted
for in our risk forecasts of non-U.S. fixed income assets.

Forecasting R isk

When forecasting the risk of an asset, we typically assume that the future will equal the
past. Therefore, we forecast risk by calculating the historical standard deviation using a
long time period over which we have reliable data, and data that is representative of
possible future scenarios.  Although investment risk can bo quantified in a number of



ways for asset allocation purposes, we believe that risk is best modeled as the annual
volatility of retumns, and standard deviation provides an estimate of how much actual
returns may deviate from the average, expected return over time. We use shorter time
periods only when we can identify a permanent and dramatic process shift in the
behavior of an ar et dass, such as the late 1960s when bond market volatility increased
noticeably from its observed volatility during the previous 40 years.

Forecasting Return Correlation

Return and risk are not the only factors that determine how a portfolio performs. The
correlation between the retums of two assets also plays an important role in portfolio
performance. Correlation measures how much the returns of two assets tend to nove
together or move separately. If the returns nove together, the assets are positively
correlated. If they mowve in opposite directions, the assets are negatively correlated. I
no patterm can le detected in the way the assets' returns nove, the assets have a return
correlation of zero.

Portfolios conprised only of assets that have high, positive correlations with each other
are not well diversified. This tends to exaggerate both upside and downside volatility,
and the risk of the portfolio. On the other hand, portfolios with assets that have low or
negative return correlations will provide more stable returns because, even though sore
assets may perform poorly, other portfolio assets will perform better, serving to reduce
portfolio volatility. The benefits of diversification, therefore, are a direct result of
relatively low return correlations among portfolio assets.

When forecasting return correlation, we again typically assume that the future will
equal the past. The basis for our forecast of return correlation is, therefore, the
historical correlation between assets, observed over the longest time period for which
reliable data is available.

D eterm ining the Fund's Current Allocation

The amount of the Fund currently allocated to each asset dass was determined by using
information in the Fund's 1993 Annual Report, with supplemental information provided
by William L. Means, the Fund's Chief Investment Officer. Market values of all
investments came from the Annual Report, while Mr. Means provided clarification
regarding the amount currently invested in equities of domestic companies with
capitalizations larger than $1 billion (large capitalization equities), the amount currently
invested in equities of companies with capitalizations of $1 billion or less (mid and small
capitalization equities), and the amount currently invested in domestic government and
corporate bonds with maturities ranging from one to seven years (intermediate-term),



and nore than seven years (longtenm). The Fund's current allocation, and its expected
return and standard deviation is given on page 5

D eterm ining the Fund's Three-Year Target Allocation

The Permanent Fund's investment manual provided information regarding the three-
year target allocation, although soe guidelines were too broad for our purposes. For
example, the manual lists a 10 percent target allocation for international equities, but
gives no country-spedific allocations. In this case, we assumed the Fund would increase
its international equity exposure to 10 percent, while maintaining the current proportion
invested anong sectars.  Also, the target allocation constrains the amount invested in
non-domestic fixed income assets to 10 percent or less, but provides no spedific number.
We assunmed the amount invested in international detst would decrease in proportion to
the total decrease in the amount allocated to all fixed income assets. The Fund's three-
year target allocation, and its expected return and risk, is listed on the folloning pege.



Current and Three-Y ear Target Portfolios

Asset Class

U.S. Large Capitalization
Stocks

U.S. Mid/Small
Capitalization Stocks

Canadian Stocks
European Stocks

Pacific Region Stocks
Emerging Market Stocks
Real Estate

Cash

Intermediate Govt/Corp
Bonds

Long-Term Govt/Corp Bonds
Mortgage-Backed Securities
Non-U.S. Government Bonds

Expected Return (%)

Standard Deviation (%)

Current
Allocation

m

21.17

0.65

0.03
2.54
2.94
0.42
6.69
4.64
30.86

25.27
3.94
0.85

8.53
7.57

3-Year
Target
Allocation

(%)

24.00
6.00

0.04
4.28
4.97
0.72
10.00
0.00
25.32

20.74
3.24
0.69

9.93
9.91



Il. Asset Allocation Recommendations

The next step in our analysis was to improve the Fund's current and target portfolios by
increasing their expected return while keeping expected risk at a constant level.

Allocation with Risk ofthe Current Portfolio

As shown in the graph on page 7, the Fund's current portfolio does not provide the
maximum amount of expected returmn for the amount of risk taken. For exanple, the
portfolio labeled "revised current™ provides a higher expected return and slightly less
risk than the current portfolio. (The graph is titled "Efficient Frontier" because the line
in the graph represents those portfolios which are the most efficient in providing return
to the investor; i.e., those portfolios provide the maximum return for a given level of
risk.) The allocations for both the current and revised portfalios, as well as their
expected returns and standard deviations, are shown on page 8.

The current portfolio need not ke drastically changed in order to achieve a higher
expected retumn. In fact, the percent of the portfolio invested in equities (approximately
35 perceart, including real estate) and in fixed income assets (approximately 65 percent),
is the same in both the current and revised portfolios. Rather, the composition of the
equity and fixed income portions need only change. By shifting part of the equity
portion from large capitalization stocks to mid and small capitalization and international
stocks, and part of the fixed income portion from cash and long-term bonds to
intermediate-term bonds and nortgage-backed securities, the Fund can achieve a higher
expected re am while taking less risk.

Although these changes represent shifts from safer assets to nore risky ones, the overall
risk of the portfolio actually decreases. This is because domestic mid and small stocks,
mortgage-backed securities, and international stocks have low correlations with many of
the other portfolio assets.

Allocation with Risk ofthe Target Portfolio

The graph on page 7 shows that the Fund's target portfolio also does not provide the
highest possible expected return for the amount of risk taken. Although both the
allocations of the target and revised target portfolios are equally divided between equity
and fixed income assets, the revised target portfolio has a significantly higher expected
return and less risk. The composition of both portfolios, along with their expected
returns and standard deviations, is given on page 8
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Current and Recommended
Portfolio Allocations

Asset Classes

U.S. Large Cap Stocks

U.S. Mid/Small Cap
Stocks

Canadian Stocks
European Stocks
Pacific Region Stocks

Emerging Market
Stocks

Real Estate
Cash

Intermediate-Term
Gowvt/Corp Bonds

Long-Term Govt/Corp
Bonds

Mortgage-Backed
Securities
Non-U.S. Govt Bonds

Expected Return
Standard Deviation

Current

Revised

Portfolio Current

9
21.17
0.65

0.03
2.4
2.94
0.42

6.69
4.64
30.86

25.27
394

0.85

8.53
7.57

9

10U
4.00

0.00
3.50
4.00
2.50

10.00
100
40.00

12.00

12.00

0.00

8.89
7.40

Allocations

3-Year
Target
$0)

24.00
6.00

0.04
4.28
4.97
0.72

10.00
0.00
25.32

20.74
3.24

0.69

9.93
991

Revised Aggressive

Target
9

16.00
8.00

0.00
6.00
7.00
3.00

10.00
100
30.00

5.00
14.00

0.00

10.31
9.89

Portfolio

9%
18.00
10.00

0.00
7.50
10.50
4.00

10.00
1.00
18.00

6.00
15.00

0.00

11.33
11.69



The superior tradeoff between risk and retum of the revised target portfolio can be
acconplished by shifting a larger portion of Fund assets into domestic mid and small
capitalization stocks, international stocks, nortgage securities, and real estate. Again,
these riskier assets have low correlations with many other portfolio assets, and therefore
provide enhanced diversification benefits.

Allocation ofa M ore Aggressive Portfolio

Although we have analyzed and suggested improvements to both the current and target
portfolios, we have not yet commented on whether either portfolio is appropriate for the
Fund. Ideally, a portfolio provides enough return to meet the goals of the investor while
maintaining a level of risk that is confortable for the investor. By setting a three-year
target portfolio that has an increased allocation to equity assets, the Board has indicated
that it is confortable with a nore aggressive investment philosophy. In our opinion,
such an aggressive investing strategy is appropriate and necessary for achieving the
Fund's statutory goals of maximizing total return and providing the maximum amount
of disposable income to the citizens of Alaska.  Consequently, we believe the Fund
should consider the benefits of investing in the *aggressive portfolio,” also shown in the
graph on page 7.

In recent years, the Fund has enjoyed relatively high retums, particularly on its fixed
income investments.  These high returns were due, in part, to rather unique market
conditions, such as a dramatic decline in U.S. interest rates. These market conditions,
however, are not expected to continue in the future, as evidenced by the retumns
expected on the current and target Fund portfolios. The potentially lower returmns
eamed by both these portfolios are important factors to consider, because such low
returns will inevitably lead to lower dividend payments to Alaskans. Our reconmended
aggressh e portfolio, however, with its significant allocations to international equities
and nmortgage-backed securities, has an expected return in the range of the Fund's
recent retums. Tim allocation of this aggressive portfolio, along with its expected retumn
and standard dewviation, is provided on page 8.

The graphs on the folloning page can help to conpare the expected performance of each
portfolio. The graphs show expected wealth values under the target, revised target, and
aggressive portfalios for five-, ten, and twenty-year investment horizons. Although the
Board may consider the aggressive portfolio too risky, the graph shows that the majority
of this portfolio's volatility is due to its broad range of possible high, ;. <111« retums, not
negative anes.  For all investment time horizons, the aggressive portfolio has a higher
expected wealth value under the best- and expected-case scenarios. Only under the
worst-case scenaro does the aggressive portfolio underperform the target portfolio, while
the revised target portfolio perfonms better than the target portfolio in. . cases.
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Testing Our Recommended Portfolios

To ensure the validity of our recommended portfolios, we tested those portfolios and the
Fund's current and target portfolios for. .. » 1., . A stable portfolio is one that performs
well under a variety of possible future market conditions; i.e., the portfolio provides
adequate return for the amount cf risk taken under conditions that differ from our
forecasts. We tested the portfolios using "Wworst-case’ scenarios where the return of one
or more assets is lower than expected and the risk is higher than expected. The
folloning scenarios were used, both individually and in combination, to test our
recommended portfolios:

U.S. equity risk premium decreases to 5 percent

Mid and small capitalization equity return decreases to 15 percent
Europe equity return decreases to 10 percent

Europe equity standard deviation increases to 26 percent

Pacific equity return decreases to 10 percent

Pacific equity standard deviation increases to 34 percent

Emerging market equity return decreases to 10 percent

Return between long-term and intermediate-term bonds increases to 1
percent

Intermediate-term bond standard deviation increases to 6 percent
Mortgage-backed securities return decreases to 6 percent
Mortgage-backed securities standard deviation increases to 11 percent
Real estate standard deviation increases to 25 percent

Correlation between U.S. stocks and U.S. bonds increases 30 percent
Correlation between U.S. stocks and non-U.S. stocks increases 30 percent

Under these scenarios, our reconmended portfolios provided higher returns with less
risk than either the Fund's current or target portfolios. For exanple, the improved
target portfolio had 10 basis points more return and less risk than the current target
portfolio when tested under the assumption that all international markets had the lower
returns and higher risks outlined above. This indicates that the revised portfolios will
perform better over the long run, despite possible extreme underperformance of sone
markets.

1



[1l. Implementation Irsues

Whichever portfolio the Board dnooses, several issues must be addressed by the Board to
ensure maximum Fund performance. The single most important issue is the degree of
adherence to the chosen allocation. Research has suggested that the asset allocation
decision accounts for over 90 percent of the variability of returns on a portfolio, and is
the single largest determinant of portfolio performance.1 Consequently, individual
security selection and active security management, the two factors conmonly assumed to
contribute the most to the return of a portfolio, actually account for only a small amount
of portfolio return variability. Therefore, adherence to the chosen allocation iS v cia 1 to
the future performance of any investment portfolio, including the Permanent Fund.
Accordingly, the Board must dedde whether the current investment strategy of the Fund
accomodates a strict adherence to the chosen allocation. We address this issue
separately for equity and fixed income assets in the folloming two sections.

E quity Assets

As of April 1993, the Board dedded to use active managers only for domestic mid/small
capitalization stocks and all international equities. Since our recomrtended portfolios
are based on passive benchmarks, we believe that the long-term performance we forecast
can ke achieved through the use of passive managers, although it is certainly possible
for active managers to meet or exceed that performance. For this reason, we believe the
Board's decision to retain active mangers is appropriate, = s 1ons as cach manager is

is required to invest those assets in the specific, recom mended asset class.

This stipulation is in direct contrast to the Board's new global investment strategy as
outlined in the Fund's 1993 Annual Report. The new strategy allons active
international equity managers to dedde when and where to invest Fund assets,
essentially shifting the asset allocation decision from the Board to the manager. As
mentioned earlier, asset allocation, not security selection or active market timing, is the
largest determinant of portfolio performance. Under the planned strategy, the Fund's
equity allocation will shift continuously, violating the most crucial aspect of strategic
asset allocation: maintaining a stable asset mix which was chosen based on long-term
forecasts and needs of the fund. For this reason, we suggest a slightly modified strategy
where the Board hires managers that have a spedfic style of investing. For example,
under this modified strategy, the European equity allocation would be managed by a
manager Who spedializes in European equities. This type of management strategy would
allow the Board to retain control over the equity allocation of the Fund.

1 Gary P. Brinson, Briun D. Singer, and Gilbert L. Beebower, "Determinants of portfolio
performance Il: An update,” Financial Analysts Journal, May-June 1991.
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The Fund's domestic equity managers also have similar control over the asset allocation
decision. Currently, the performance of each domestic equity manager is evaluated by
using a benchmark portfolio that consists of 80 percent large capitalization equities and
20 percent mid and small capitalization equities. The equity managers, honever, are not
specifically required to invest 80 percent of their Fund allocation in large capitalization
stocks and 20 percent in mid and small capitalization stocks. A manager could alternate
between large cap and mid and small cap stocks, and still ... . an 80 percent large
cap and 20 percent mid and small cgp investment. This manager could potentially be
100 percert invested in large cap stocks when the return in the mid and small cgp
market is high, and viceversa.  Again, this causes the overall equity allocation of the
Fund to change continuously, and shifts control of the asset allocation decision to
individual managers. Because the asset allocation decision is so important to the overall
performance of the Fund, we feelthe Board should set spedfic domestic equity
allocations, and select managers wWho spedialize in each asset dass.  This will ensure the
maximum expected return for the Fund's equity investments.

Fixed. Income A ssets

Currently, the Fund's fixed income assets are passively managed in-house by the Fund's
Chief Investment Officer, and are generally treated as a single asset dass. Our
analysis, however, treats the fixed income category as five distinct asset dasses, because
each contributes unique benefits to the overall portfolio. Treasury hills, for exanple,
provide more liquidity than the other assets, and are, consequently, the least risky.

Also, mortgage-backed securities perform differently from government or corporate
bonds. For this reason, each fixed income asset dass must e considered separately in
the asset allocation decision.

Currently, the Board treats all fixed income assets as a single asset dass and provides
only a broad allocation directive. This essentially shifts the asset allocation decision to
the fixed income manager. While the current allocation acrass fixed income assets may
be appropriate when viewed in isolation, that same allocation may be inappropriate
when viewed in the context of the overall portfolio. The Board has a comprehensive
perspective on the Fund and, as such, should determine the Fund allocation to each
asset dass.  For this reason, we suggest that the Board set spedfic target allocations for
fixed income asset dasses.  In this way, the Board maintains control over the Fund's
asset allocation and ensures maximum overall Fund performance.

Prior to beginning our study, several Board members and senators voiced concem over
the Fund having only ane manager for the entire fixed income portfolio. We fed that a
single, capable manager, such as the current manager, can manage a large, passive fixed
income portfolio with few problems, as long as that portfolio has only a small allocation
to mortgage-backed securities. However, if a larger proportion of funds was invested in

13



mortgage-backed securities (as is our recommendation), it may be required to hire
additional staff. This is because nortgage-backed securities are more conplex to
analyze, and the holders of mortgage securities continually receive principal and interest
payments which must be accurately recorded.  All our recommended portfolios contain
substantial allocations to mortgage-backed securities. Consequently, we suggest that the
Board hire an outside manager to manage the nortgage portfolio, or, at the very least,
hire additional support staff.

Conclusion

Although the Permanent Fund has an excellent performance history, the Fund faces new
and uncertain investment challenges in the coming years. The Board, realizing the
importance of asset allocation to overall Fund performance, has created a target
allocation to meet those challenges. However, as our analysis reveals, the Board can
implement a better allocation for the Fund, one that has higher expected return and less
risk than the Fund's target portfolio. Also, the Board can implement a new investing
policy, one emphasizing an adherence to the chosen allocation. By doing so, the Board
will help ensure the maximum expected performance of the Fund over the long-term
investment horizon, thereby providing the highest possible income to the State's citizens
and fulfilling its obligation to those citizens.
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Appendix A: Benchmarks Used in Asset Allocation Study

Asset Class

U.S. Large Capitalization Equity

U.S. Mid/Small Capitalization Equity

Canada Equity

Europe Equity

Pacific Equity

Emerging Markets Equity

Cash

Benchmark Description

S&P 500: A market capitalization-weighted index
of 500 of the largest stocks of companies domiciled
in the United States.

Russell 2000 Index: A market capitalization-
weighted index of the stocks of the bottom two
thirds of the largest 3,000 publicly traded
companies domiciled in the United States.

Morgan Stanley Capital International Canada
Total Return Index: A market capitalization-
weighted index of 81 large Canadian stocks.

Morgan Stanley Capital International Europe
Total Return Index: A market capitalization-
weighted index oflarge stocks from Austria,
Belgium, Denmark, Finland, France, Germany,
Ireland, Italy, Netherlands, Norway, Spain,
Sweden, Switzerland, and the United Kingdom.

Morgan Stanley Capital International Pacific
Total Return Index: A market capitalization-
weighted index oflarge stocks from Australia, Hong
Kong, Japan, Malaysia, New Zealand, and
Singapore.

IFC Emerging Market Composite Index: A

broad-based, market capitalization-weighted index
of stocks listed in countries with a per capita GDP
below an annually-disclosed figure. Currently, 20
countries are represented in the Composite index.

U.S. 90-Day Treasury Bills: Published by
Salomon Brothers in International Bond and Money
Market Performance.



IT Govt/Corp Bonds

LT Govt/Corp Bonds

Mortgage-Backed Securities

Non-U.S. Bonds

Real Estate

Lehman Brothers Intermediate-Term
Government/Corporate Bond Total Return
Index: A portfolio of U.S. government issues
(>$100 million par value) and investment grade
corporate debt (>$50 million par value) with an
average maturity of 4.42 years as of November 29,
1993.

Lehman Brothers Government/Corporate
Bond Total Return Index: A portfolio of U.S.
government issues (>$100 million par value) and
investment grade corporate debt (>$50 million par
value) with an average maturity of 10.81 years as
of November 29, 1993.

Lehman Brothers Mortgage-Backed Securities
Total Return Index: An index of all fixed-rate
securities backed by mortgage pools of the
Government National Mortgage Association
(GNMA), Federal Home Loan Mortgage
Corporation (FHLMC), and the Federal National
Mortgage Association (FNMA). The index has an
average maturity of 5.39 years.

Salomon Brothers Non-U.S. 1+ Bond Index: A
market capitalization-weighted index of bonds from
Australia, Canada, Germany, Japan, Netherlands,
Switzerland, and the United Kingdom with one
year or more to maturity. The average maturity of
bonds in the index is 6.95 years.

Wilshire Real Estate Securities Total Return
Index: A market -apitalization-weighted index of
approximately 35 real estate investment trust and
real estate operating companies.
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Appendix B: Forecasts Used in Asset Allocation Study

Forecasts of Expected Return and Standard Deviation

Expected Standard

Asset Class Return Deviation
U.S. Large Cap Stocks 13.56 20.61
U.S. Mid/Small Cap 18.03 32.95
Stocks
Canada Stocks 13.73 24.64
Europe Stocks 13.98 22.69
Pacific Stocks 15.11 28.24
Emerging Market Stocks 21.38 47.00
Real Estate 9.90 13.63
Cash 461 2.73
IT Govt/Corp Bonds 5.89 4.10
LT Govt/Corp Bonds 6.37 7.22
Mortgage-Backed 7.45 9.28
Securities

Non-U.S. Govt Bonds 6.01 14.75
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CS FOR SENATE BILL NO. 245(STA)
IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE STATE AFFAIRS COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE RULES COMMITTEE BY REQUEST OF THE LEGISLATIVE BUDGET AND
AUDIT COMMITTEE

A BILL
FOR AN ACT ENTITLED
"An Act relating to investments of the permanent fund involving equity interests
in and debt obligations secured by nortgages on real estate; and providing for

an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.13.120(g)(16) is amended to reect
(16) equity interests in, and delat obligations seoured by nmortgages
granting a first lien on, red edate improved by conpleted and substantially rented
buildings and located in the United States [] if the total value held bv the fund in
each investment does not exceed $20.000.000. and, if the total value held bv the
fund in each investment exceeds S20.000.000. these investiments are mecde

A in acorporation, partnership, trust, or ather entity inw

a the concdlusion of each investment transaction, at least 40 [60] perocant of the
benefical onwnership interests are held by other institutional investors, and
which is organized ad gperated for the purpose of meking red estate

-1- CSSB 245(STA)
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iInvestments by a bank; insurance conpany, or other manager of institutional
funds thet hes hed at leest five years of eqperience in the management of real
estate investments of institutional investors; or

(B) with corporations, partnerships, trusts, or entities in which,
at the condusion of each investment transaction, at least 40 [60] percent of the
bereficial onnership interests in the co-investing entity or entities as awhole
are held by institutional investors, ad if

(i) at the time of investment the fund hes no nore than
a 60 [40] percent beneficdal ownership interest in the rea edtate
invested in as awhdle;

(i) the rignts ad obligations of the fund are
substantially similar to those of the other institutionalinvestors,  exaept
for the percentage interest in the property; ad

(iii) the property is managed and operated by an entity

thet hes hed at leest five years of experience in the management of redl
estate investments of institutional investors;
* Sec. 2 This Act takes effect immediately under AS 01.10.070(c).
CSSB 245(STA) -2-
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SENATE BILL NO. 245
IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE RULES COMMITTEE BY REQUEST OF THE LEGISLATIVE BUDGET AND
AUDIT COMMITTEE

Introduced: 1/14/94
Referred: STA, L&C, JUD, FIN

A BILL
FOR AN ACT ENTITLED
"Ail Act relating to investments of the permanent fund involving equity interests
in and debt obligations secured by mortgages on real estate; and providing for

an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.13.120(g)(16) is amended to read:

(16) equity interests in, and debt obligations secured by mortgages
granting a first lien on, real estate improved by completed and substantially rented
buildings and located in the United States [, EF THESE INVESTMENTS ARE MADE

(A) IN A CORPORATION, PARTNERSHIP, TRUST, OR
OTHER ENTITY IN WHICH, AT THE CONCLUSION OF EACH
INVESTMENT TRANSACTION, AT LEAS” 6qg) PERCENT OF THE
BENEFICIAL OWNERSHIP INTERESTS ARE\ HELD BV OTHER
INSTITUTIONAL INVESTORS, AND WHICH 1$ ORGANIZED AND
OPERATED FOR THE PURPOSE OF MAKING REAL ESTATE

1 B 245

B45a 1
pO MMITTHE G3T rexc undertined 10eLETED TEXT BRACKETED]



O ®©® g o o1 N 0w N

INVESTMENTS BY A BANK, INSURANCE COMPANY, OR OTHER
MANAGER OF INSTITUTIONAL FUNDS THAT HAS HAD AT LEAST
FIVE YEARS OF EXPERIENCE IN THE MANAGEMENT OF REAL
ESTATE INVESTMENTS OF INSTITUTIONAL INVESTORS; OR

B) WITH CORPORATIONS, PARTNERSHIPS, TRUSTS, OF
ENTITIES IN WHICH, AT THE CONCLUSION OF EACH INVESTMENT
TRANSACTION, AT LEAST 60 PERCENT OF THE BENEFICIAL
OWNASHIPINTERESTS IN THE CO-INVESTING ENTITY OR ENTITIES
S A WHOLE ARE HELD BY INSTITUTIONAL INVESTORS, AND IF
() AT THE TIME OF INVESTMENT THE FUND
HAS NO MORE THAN /AO~ERCENT BENEFICIAL OWNERSHIP
INTERESTJIN-THE REAL ESTATE INVESTED IN AS A WHOLE;
(i) THE RIGHTS AND OBLIGATIONS OF THE
UND ARE SUBSTANTIALLY SIMILAR TO THOSE OF THE
OTHER INSTITUTIONAL INVESTORS, EXCEPT FOR THE
PERCENTAGE INTEREST IN THE PROPERTY; AND

(i) THE PROPERTY IS MANAGED AND
OPERATED BY AN ENTITY THAT HAS HAD AT LEAST FIVE
YEARS OF EXPERIENCE IN THE MANAGEMENT OF REAL

ESTATE INVESTMENTS OF INSTITUTIONAL INVESTORS];

Sec 2. This Act tokes effect immediately under AS 01.10.070(C).

-2-
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Property

Hampton Woods
Williamsburg Apartments
Chatham®"s Mark

Avalon Park Apartments
Logan 1s Mark

Park at Wells Branch Apts
Amberwood Apartments
Lemay Lake Apartments
The Springs Apartments
Brookstone Apartments
Hunt®"s View Apartments
Plaza Port West

Goldbelt Building

Zia Vista Apartments
Conservatory Apartments
Tree Tops Apartments
Tri-County Corp. Center
Eastridge Apartments
Royal Farms Apartments
Bridgewater Apartments
Overlook Apartments
Skyler Ridge Apartments
Innesbrook Apartments
Villages of Forest Ridge
MNTX Business Center
Club at Tanasbourne
Waterford Place Apts.
Bank of California Center
Amador Oaks Apartments
Siesta Key & Cedar Key
Bristol Place Apartments
Riverbend Apartments
Mill Pond & Conifer Creek
Paragon Building

Crystal Creek Apartments
Lakefront Apartments
Arboretum Lakes

37 West 57th Street
Island Club Apartments
Blue Ash Business Park
Club Apartments

Alameda Industrial Prop.
Dallas Industrial Port.
Frontier Building
Westwood Place

One Corporate Plaza
Danada Centers

MIW-OPUS Properties

Alaska Permanent Fund
Estate Portfolio

Real

Direct

Permanent

Fu

Ownership

19.

19

19.
40.
19.

19
39

19.
19.
19.
19.

13

40.
40.
19.
40.
33.
40.

40
33
40

40.
40.

33
40

40.
40.

40

39.
16.
40.

40

40.
25.
40.
40.

40

40.
40.

23

33.

40

40.
19.

31

40.
40.

33

nd

6%
.6%
6%
0%
6%
.6%
-4%
6%
6%
6%
6%
. 4%
0%
0%
6%
0%
3%
0%
-0%
-3%
-0%
0%
0%
. 3%
-0%
0%
0%
-0%
7%
7%
0%
.0%
0%
0%
0%
0%
-0%
0%
0%
- T%
3%
0%
0%
0%
-8%
0%
0%
-1%

investments

Number
of
Partners
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Permanent

Fund

Investment
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242
617
676
444
696
814
742
893
913
932
972
370
161
165
366
955
130
985
432
965
973
126
349
467
130
210
401
014
105
455
535
505
662
513
779
024
255
441
491
155
363
098
393
171
141
934
400
940

642
407
581
725
305
652
210
550
275
999
448
297
831
180
938
649
595
158
099
889
706
795
682
086
326
300
600
113
813
269
550
718
512
231
871
930
740
158
470
945
540
981
732
630
683
596
000
559

Cost of 100%
Investment

of
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333
243
545
611
645
248
500
651
751
852
053
241
404
412
063
389
391
462
580
897
934
316
874
401
825
025
504
035
417
733
338
764
156
052
949
562
139
602
728
485
090
747
484
963
442
836
000
213

549
666
264
812
796
992
407
122
654
187
252
381
576
950
902
122
786
895
247
666
266
988
204
257
816
750
000
281
665
686
875
295
280
926
678
325
349
896
676
734
620
453
330
352
748
490
000
859



49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68

Property

Oakwood Mall

ARA Reading Center
Ontario Place
Beaverton/Redmond Tech.
Walnut Building

Fiesta Mall

919 North Michigan
Harman International
South Park Tower
University Square Mall
One O"Hare Center
Owings Mills

IBM"s SWMD Headquarters
St. Louis Center
McKinley Mall
Monroeville Mall

1818 Market Street

lo5 Ea/t 57th Street
Westside Pavilion
Tysons Corner Center

Permanent

Fund

Ownership

16.
-4%
40.
40.
38.
40.
40.
40.
40.
21.
40.
25.
40.
16.
10.
17.
16.
22.
-3%
38.

31

12

7%

0%
0%
2%
0%
0%
0%
0%
0%
0%
3%
0%
6%
6%
1%
1%
7%

0%

Number
of
Partners
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9
18
23
25
24
26
28
32
32
19
38
25
41
18
15
26
25
37
29

145

rmanent
Fund
estment

964,000
785,746
960,000
259,853
933,348
232,300
554,686
014,143
045,962
509,524
551,026
491,300
416,084
494,089
037,838
009,927
724,266
573,374
796,506
049,462

Cost of 100%
of Investment

59
59
59
63
65
65
71
80
80
93
96
100
103
111
141
152
159
165
242
381

784
851
900
149
235
580
386
035
114
011
377
955
540
449
363
058
829
322
186
709

000
424
000
632
707
750
714
357
906
894
564
644
209
115
617
063
672
851
977
112
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CS FOR SENATE BILL NO. 245(STA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE STATE AFFAIRS COMMITTEE
Offered:

Referred:

Sponsor(s): SENATE RULES COMMITTEE BY REQUEST OF THE LEGISLATIVE BUDGET AND
AUDIT COMMITTEE

A BILL
FOR AN ACT ENTITLED
"An Act relating to investments of the permanent fund involving equity interests

in and debt obligations secured by mortgages on real estate; and providing for

an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section L AS 37.13.120(g)(16) is arended to reedt
(16) equity interests in, and delat obligations secured by mortgages
granting a first lien on, red estate inproved by conpleted and substantially rented
buildings and located in die United States [] if the total value held bv the fund in
each investment does not exceed $20,000,000, and, if the total value held by the
fund in each investment exceeds $20,000,000, these investirents arc mede
A In acorporation, partnership, trust, or ather entity in whic
a the condusion of each investirent transaction, a least 40 [60] peroant of the
beneficial onnership interests arc held by other institutional investors, and
which is organized ad goerated for the purpose of meking red estate

. - CSSB 245(STA)
tlkw Trxr Underlined IDELETED TEXT BRACKETED1
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investments by a bark, insurance conparny, or other manager of institutional
funds that hes hed at least five years of eqperience in the management of red
estate investments of institutional investors; or

(B) with corporations, partnerships, trusts, or entities in whict
a the condusion of each investment transaction, at least 40 [60] percent of the
benefical onnership interests in the co-investing entity or entities as a whole
are held by institutional investars, and if

() a the time of investment the fund hes no nore than
a 60 [40] peroet berefidal onnership interest in the red edtate
invested in as awhale;

(i) the rigts ad obligations of the fund are
substantially similar to those of the ather institutional investors, exoept
for the percentage interest in the property; ad

(i) the property is managed and gperated by an entity
thet hes hed at least five years of eqperience in the management of red
estate investments of institutional investors,

* Sec. 2 This Act takes effect immediately under AS 01.10.070(c).

CSSB 245(STA)
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STATE OF ALASKA

FISCAL NOTE

BILL NO. Serate Bll No, 245

1994 LEGISLATIVE SESSION

Revision Date:

Dept. Affected: ~ Department of Revenue

Title: "An Act relating to Investments of the permanent fund Involving BRU: APFC
equity interests in and debt obligations socurod by mortgages on
real estate; and providing for an effective date.’

Component: APFC
Sponsor: Senate Rules Committee by Request of the LB&A Committee
Requestor: Senate State Affairs COMPONENT SERIAL NO. 109
Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY95 FY96 FY97 FYos FY99
PERSONAL SERVICES 9- 9- 0- 9- 9-
TRAVEL 9- 9- 0* 9- 9-
CONTRACTUAL 9- Q- 9- 9- qQ-
SUPPLIES 9- 9- 9- 9- 9-
EQUIPMENT 9- Q- 9- 9- Q-
LAND & STRUCTURES 9- 4- 9- 9- 9-
GRANTS. CLAIMS 9- Q- 9- ¥ 9-
MISCELLANEOUS 9- <- 9- 4- Q-
TOTAL OPERATING 9- 9- {- {- Q-
CAPITAL: | el 9- 9- o o
REVENUE FUND SOURCE: 9- 9- 9- {- Q-
FUNDING: (Thousands of Dollars)
1002 Federal Receipts 9- Q* 9- 9- 9-
1003 GF Match 0- Q* 9- q- Q-
1004 GF 0- - 9- - -
1005 GF/Program Receipts <- 9 Q- Q- 9-
1006 GF/MHTIA Q- 4- {- 9- 9-
Other 9- 9- 9- 9- 9-
TOTAL 9- 9- Q- 9- 9-
POSITION.;-.
FULL-TIME Q- 9- 9- Q- 9-
PART-TIME Q- 9- 9- 9- 9-
TEMPORARY 9- Q- 9- Q- Q-
Estimate of current year (FY94) Impact: S 0
Prepared by: William H. Scott. Executive Director Phone: 465-2047
Division: Alaska Permanent Fund Corporation Date: January 31.1994
Approved by DarrelJ.-RexwwOtel, Commissioner, Date: .
Commissioner: S /] i1/l -/
Agency: Department of revenue
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January 14. 1994

The Honorable Rick Halford
President of the Senate
Alaska State Legislatute
State Capitol

Juneau. AK 99801-1182

Dear Mr. President:

Under the authority of art. Ill. sec. 18. of the Alaska Constitution. | am transmitting a bill
relating to services for and protection of vulnerable adults. This bill will place
responsibility for the delivery of services to vulnerable adults within the Department of
Administration. This bill also extends the scope of existing adult protective services to
include all vulnerable adults who are in need of such services.

Section 1 of the bill clarifies the circumstances that give rise to a duty to make a report
ofa vulnerable adult. The circumstances are abandonment, exploitation, abuse, neglect,
or self-neglect. Under this section, the report will be made to the Department of
Administration. This section also deletes the existing liability immunity provisions, which
are later reestablishea in sec. 6 of the bill.

Section 2 sets out the duties of the Department of Administration regarding services and
protection for vulnerable adults. The duties include establishing a central information and
referral service for vulnerable adults, establishing criteria and procedures for the delivery
of community-based services, designation of local service providers as department

desighees to meet local service needs, and adoption of regulations to implement the
program.

Section 2 also sets out provisions regarding certain reports of abandonment, exploitation,
abuse, neglect, or self-neglect, and regarding the action that is to be taken on all reports
The investigation required to be done by the Department of Administration includes a
face-to-face interview and a written reDort of findings. Section 2 also provides for delivery
of protective services and assures that, to the extent practicable, the services will be
delivered in a timely and culturally relevant manner.



The Honorable Rick Halford
January 14. 1994
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Section 2 provides authorization for family members or friends to be surrogate decision
makers for a vulnerable adult who is in need of protective services but is unable to
consent to services. This provision allows for the delivery of necessary protective
services without the necessity of seeking an emergency guardianship in adult abuse
cases. Section 2 also sets out the procedures available for providing protective services
when court action to protect the adult is necessary.

Section 3 repeals and reenacts an existing statute to provide for monitoring of vulnerable
aduits who are receiving ongoing protective cervices. Section 4 addresses the
confidentiality of reports made under these provisions; sec. 5 requites that regulations
being adopted by the Department of Administration be provided to the Older Alaskans
Commission: and sec. 6 provides for immunity from liability for individuals who make
reports of vulnerable adults.

Section 7 sets out. in a more appropriate location, definitions for terms used in AS 47.24.
The existing definition section is repealed in sec. 8. Section 8 of the bill also repeals
existing statutes that address reports of abuse of elderly and disabled persons to the
Department of Health and Social Services.

Section 11 provides a July 1 1994 effective date for the statutory changes made by the
bill.

If this bill is enacted into law. the revisor of statutes will need to make appropriate
changes to the existing anicle structuie of AS 47.24.

| urge your support of this impcnant legislation.

Sincerely,

Walter JrHickel
Governor



P.O. Box 296
Kotzebue, Alaska 99752
(907)442-3467

February 10. 1994

Honorable Walter J. Hickel, Governor
Slate of Alaska

Office of the Governor

P.O. Box 110001

Juneau. Alaska 99811-0001

Dear Governor Hickel:

Kotzebue IRA Council is in receipt of your letter dated February 1, 1994
regarding your introduction of bills intended toprovide better state services to
our senior citizens, specifically. SB 248. andHB 376. SB 249 and and HB 377.

Kotzebue [IRA Council wholeheartedly supports the bills as introduced. A
separate department whose sole purpose is to oversee the needs of our elderly
has been a long time in coming. We are aware that they require special care
and attention and should be provided such without going through a
bureaucracy that takes time and adds to the aggravation of the needs.

We would urge the legislators to act on these bills favorably and ensure their
passage as quickly as possible.

We would like to commend you on vyour efforts to address the needs of our
elders. Many times we forget the very people who have laid the foundation for
our lives today have real needs and we. as their succeeding generations, owe it
to them to pass legislation. Thank you for your efforts on behalf of Alaska's
elders.

Ce

Pete Schaeffer
Chairman

cc: Senate & House legislators

Tribal government serving the Inupiaq people of Kikiktagruk
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Hazel J. Edmands, Elder Care

Faster Care Feclity P.OBox B Kasllof, Alaska 98610
Ph (9002820086 Lanry Edmands. My.

Senate Committee for State Affairs
Chairman: Rick Halford

Reference Senate Bills 248, 249 and 250
House Bills 376.377 and 378

Senate Bill ¥249

AS 47 Ch. 33 Sec 47.33.005 (2) "promote the establishment of homes that help

(A), the elderly to age in place;” (3) establish standards that will protect residents of
assisted living homes, while at the same time promoting an environment that will
encourage resident growth and independence, without discouraging the
establishment and continued operation of those homes;

It is apparent, by the underined staterrent above, thet some thought was
gven to the caregver, honever, spedficinstances of herassent: require thet the
referenced hills snouid indude sore ethod of recuang the jok load on the
caeg\e, e requre tre licensing agency to investigete aleged misconduct
recarting to determine the vaidity of the reparter

H azel d Edmands, Elder Care

“\'xyn ofil, 4o

Fai 0
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Senate bill #248

It is apparent that the Legislative body as a whole is concerned about the treatment of
our Older Alaskans, however |, as a caregiver to my aged mother afflicted with
Alzheimers Disease and related dementia it is also apparent that in Sect 47:24:120
that there are no provisions for curtailment of harassment by third parties who have
devious desires in reporting “ abandonment, exploitation, abuse, neglect, or self-

neglect".

I would like to suggest to the legislative body that the above quoted section be

amended to include the following statement (at least in content if not verbatim)

INVESTIGATION OF SAID REPORTING INDIVIDUAL SHALL BE CONDUCTED BY
THE AGENCY TO INSURE THAT THE REPORTING IS IN GOOD FAITH AND NOT
RETALIATORY OR VINDICTIVE IN NATURE" INVESTIGATION SHALL BE
DOCUMENTED AND EVIDENCE SHALL BE PRESENTED TO THE ACCUSED SO
THAT REBUTI AL AND/OR REFUTING EVIDENCE MAY BE PRESENTED.

Haze! J. Edm ands, Elder Care
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Sec 47.33.430 COMPLAINT

(b) “The licensing agency shall investigate a complaint filed under this section
unless the agency reasonably concludes that the complaint is without merit."
This subsection should be amended to include:
The licensing agency shall investigate the complainant to determine if

reporting is in good faith and not retaliatory or malicious vindictiveness.

Sec 47.33.520 INVESTIGATION

A subsection under investigation should read:
The agency shall investigate all complainants to determine the validity of the
complaint, if it is malicious in nature, or vindictive prior to subjecting the caregiver

facility to rebuttal.”

(e) Except as otherwise provided in AS 47 33.500(c), completed investigation
reports and responses from homes are public records and should include
complainant's name. (This is for the purpose of Investigation into Chronic

complainants and those persons acting in bad faith or with malicious purpose)

Hazel J. Edmands, Elder Care
3
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IT APPEARS THAT THE LAWMAKERS HA VE FORGOTTEN THAT THE RIGHTS OF
THE ACCUSED, TO FACE THE ACCUSER, HAVE BEEN ABUSED.

| have been caring for my mother since 1986 but only since | requested licensing for a
Foster Care Facility have | been subjected to harassment through anonymous
accusations to the licensing facility . | have thus far answered all allegations to the

satisfaction of the Agency



Branch Office:
3601 C St.. Sic. 260

. Main Offic
Frontier Bldg. P.0. Box 1102(
Anchorage. AK 99503 Juneau. AK 99811-02
1907) 563-5654 (907)465-32:
FAX: 562-3040 FAX: 465-47"

older Ahiskcins Commission

Position Paper Senate Bill 248

RELATING TO PROTECTION OF VULNERABLE ADULTS

The Older Alaskans Commission endorses SB 248 as introduced by Governor Hickel
ad strongly urges its passage. This bill improves the way protective senvices for
wulnerable adults would be provided, redefines abuse, neglect and exploitation, and
transfers responsibility for adult protective services to the Division of Senior Services.
Passage of this bill is vital to both the consolidation of senior services and to the
general improvement of senvices to seniors and vulnerable adults throughout Alaska.

Not only will this bill streamline abuse reporting, it will also reduce duplication of
investigative efforts by state agencies. By incorporating willing local senvice provider
agencies (such as senior centers) into the protective services network whenever
possible, this bill will make reporting and investigation of abuse less threatening to the
vulnerable adult and will insure that local agencies can monitor the on-going condition
of the wulnerable adult. Because of these changes, the bill will also improve the
response time to reports of abuse, thereby offering more protective senvices.

The Older Alaskans Commission believes that Senate Bill 248 forms an essential link

between state government and services to senior citizens and vulnerable adults. The
commission strongly urges passage of this bill.

Donald M. Hoover, Chairman
Older Alaskans Commission

Dated: 2-//F vV

c:\dau\wp51\lcgis\scnatc\oacsh248.pos



FISCAL NOTE
STATE OF ALASKA BILL NO. CSSR 248 (HES)
1994 LEGISLATIVE SESSION

Revision Date: Department Affected:  Adinistration
Titke: "An Act relating 1o services for and protection BRU: Senior Services
ol wirerable adults.” Component:  Senior Services Adninistration
Sponsor: Rules Committee

Requestor fS>STA COMPONENT SERIAL NO. 1981
EXPENDITURES/REVENUES. (Thousands of Dollars)

OPERATING FY 95 FY 96 FY 97 FY 98 FY 99 FY 00
PERSONAL SERVICES 238.5 263.7 268.9 2743 279.8 285.4
TRAVEL 20.0 20.4 20.8 21.2 21.6 2.1
CONTRACTUAL 4.1 269.4 274.8 280.3 285.9 21.6
SUPPLIES 5.0 51 5.2 5.3 54 5.5
EQUIPMENT 1.0 12.2 125 07 13.0 132

LAND & STRUCTURES
GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 550.6 570.8 582.2 593.8 605.7 617.8
CAPITAL EXPENDITURES 0 0 0 0 0 0
CHANGE INREVENUES (' ) 0 0 0 0 0 0
FUNDING SOURCE: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 533.0 549.2 560.6 572.3 5.1 596.2
1005 GF/Program Receipts

1006 GF/MHTIA 21.6 21.6 21.6 21.6 21.6 21.6
OTHER

TOTAL 559.6 570 1 582.2 593.9 605.7 617.8
Estimate of any current year (FY 94) cost: $ 0

POSITIONS

FULL-TIME 5 5 5 5 5 5
PART-TIME

TEMPORARY

ANALYSIS: (Attach a separate page iFrecessary.)
Future oosts inflated at 2 percent annual increese.  Thiis figal note rellecls the transfer of staff and support lor Adult Protection Services to the
Seniior Services BRU. See fisal notes from the Department of Health and Social Sen/ices forequivalent reductions.

Further analysis ison the attached pages.

Prepared by: Connie J. Sipe. Director Phone:465-4879
Division:  Senior Services , Date:

Approved by Commissioner. Nancy Bear Usera
Agency:  Department ol Adninistration Date: tJ } *//

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO O' VIRNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

Mﬁ(ﬁﬂ Page 10l 2




FISCAL NOTE

STATE OF ALASKA BILL NO. CSSIJ*248 'HES)
194 LEGISLATIVE SESSION

ANALYSIS:  (continued)
Translers
1 Transfer from Department of Health and Social Services. Family and Youth Services BRU. Southcentral arid Northem Regional Office Component
Three full-tm.e Social Worker positias, range 16. PCNs 063714, 063426, and 063725.
Total = S 1%.1
2. Transfer from the Department of Health and Social Setvices, Purchased Services BRU. Adult Services Componenl : -
Adullt foster/residatial care, other purchased protective and contractual services.
Total = S 364 5
3 Transfer from Department ot Adninistration. Senior Services BRU. Pioneers® Homes Component:

a  Cne fullHare position (vacant) transterred within the BRU ana reclassified to Clerk Typist, Anchorage,
b One positionwill be reclassified to become a Social Worker inAnchorage for adult protective services

TOTAL FUNDS TRANSFERRED 559 5

Adult Protective Services will use the funds as follows

Personal Services: Months Sitotal Total
1PFT Social Wotker Il (Fairbanks) 12 66 8
2 PFT Social Wotker Wl (Anchorage) 24 128.3
I PFT Social Worker 1(Anchorage) 10 3.1
1PFT Clerk Typist (Ancho.age) 10 283
TOTAL PERSONAL SERVICES 258 5

Note:  The divisionwill idntafy and cross-train personnel inone or more Pioneers Home in Southeast to handle Adult Protective Services cases intl
region on an ‘as needed” besis

Trael 20.0

Contractual Setvices:

Purchased protective services, adult loster/rcsidantial 1900
Lease space 3.0
Telephone (BOO number, 24-hour answennrypagingi 34.0
Risk Management and other contractual costs 7.1
TOTAL CONTRACTUAL SERVICES 264 1
Supplies 5.0
Equipment: software, telephones, computers, fumiture 12.0
TOTAL TRANSFERRED IN FOR PROTECTIVE SERVICES 306

2LEOMG/4H0H0 k' Prijo 2 of |



DEPARTMENT OF ADMINISTRATION

CS FOR SENATE BILL NO. 248 (HES)
SERVICES AND PROTECTION FOR VULNERABLE ADULTS

Governor Hickel has introduced this bill with the intent to make
significant improvements 1in the way that protective services
would be provided to vulnerable adults who are victims of abuse,
neglect or exploitation. The bill would transfer the authority
for adult protective services from the Department of Health &
Social Services (Division of Family & Youth Services) to the
Department of Administration (Division of Senior Services).

Briefly, here are the highlights of improvements and changes
contained in the bill. A more detailed analysis follows. CSSB
248 (HES) would:
Combine protective services for the elderly and other adults
Offer protection to the "e"vulnerable,” without interfering

with elderly or disabled adults capable of caring for
themselves

Streamline abuse reporting and reduce duplicative work by
state investigating agencies

Open a central information and referral service for all
vulnerable adults and their caregivers

Promote more coordination with local service provider
agencies to the same ponulation

Use Ilocal service providers as more "friendly" outreach
workers wherever possible

Honor a competent adult®s refusal of services or request
to terminate investigation

Share appropriate information on status of investigation
with the reporter of the abuse

Use family members as "surrogate decision makers"™ when abuse
victim is not able to give consent to receipt of services

Clarify when and for what relief the state may seek
judicial 1intervention to protect a person

Redefine abuse to focus on intentional or reckless - not
accidental - harm to adults

CSSB 248 (HES) Vulnerable Adults Page 1



Redefine neglect to focus on intentional failure to
provide care, not inability to care

Redefine exploitation to include exploitation of the
victim®s person as well as resources

Provide for a smooth transition between the departments

DETAILED ANALYSIS OF BILL"S IMPROVEMENTS
Section 1 of the bill brings into conformity with the new bill a
section of the existing licensing law for psychologists or

psychological associates. Under existing law, psychologists and
associates must report "elder abuse,"” whereas SB 248 would
require them to report incidents of abuse to "vulnerable

adults,” which is the new term used to define the protected class
of citizens.

New perspective on who are "vulnerable adults*1 and what 1is
"abuse.ll Section 2 of the bill amends the current AS
47.24.010 (@), and defines the protected class of persons as
"vulnerable” adults who suffer abandonment, exploitation, abuse,
neglect or self-neglect. This new definition in effect combines
two formerly separate statutes: one for elder abuse and one for
abuse of disabled persons. The definition also more correctly
recognizes that not all elderly and not all disabled persons are
"vulnerable.”™ This section transfers the function of receiving
reports to a new central information and referral service to be
located in the Department of Administration.

Reporting of abuse updated and streamlined. Section 2 then

amends the list of persons who are currently required by law to

report their belief that a vulnerable adult is suffering from one
of the listed types of abuse. Mostly the changes are to bring the
language into compliance with the new reference to Department of

Administration. One new category of required reporters is added:
"caregivers." (For brevity"s sake, this paper will use "abuse™

generally to refer to the entire list of types of harm covered by
the bill))

Section 3 amends the existing AS 47.24.010(b) to replace
references to "elder person”™ with the new bill languaae of
"vulnerable adult."”

Section 4 amends the existing AS 47.24.010(c) to clarify the
Department of Administration®s responsibility to report to the
Department of Lavw/ any of the listed required "reporters" of abuse
who fail to comply with the mandatory reporting law. This
section updates current law to replace references to "harm"™ with
the new list of abandonment, exploitation, abuse, neglect, or
self-neglect. Failure to report remains a "non-criminal
eviolation" under AS 11.81.900(b), which carries a penalty of a
fine only.

CSSB 248 (HES) Vulnerable Adults Page 2



Section 5 amends current law, AS 47.24.010(d), to add the new
list of types of abuse and shortens the section while still
retaining its intent, namely that any of the required reporters
in the list mentioned above, as well as "any other person" may
report any abuse that has come to that person®s attention,
whether or not it comes to a required reporter "in the
performance of their professional duties."”

Section 6 amends the existing section AS 47.24.010(e), to clarify
that when an abuse victim is in imminent risk of serious physical
harm, the reporting person may contact a local police officer if
the reporter 1is unable to contact the department®"s central

information and reporting service. As under current law, the
police officer is then obligated to take action to protect the
vulnerable adult. A new addition to this section forbids anyone

to bring a legal action for damages against a police officer or
the state or a political subdivision based on a decision made
whether or not to take protective action. In addition, 1if the
police take protective action, no damans action may be brought
based on the protective action taken unless the action was
grossly negligent or involved intentional misconduct. In any
event, damages 1in such as suit are limited to only "direct
economic compensatory damages for personal injury."”

Section 7 is an addition to existing law. Section 7 states that
a person who observes abuse 1in an out-of-home care facility may
fulfill the person"s duty to report by making a report to the
long term care ombudsman (of the Older Alaskans Commission) or
the Department of Health & Social Services (the licensing section
of the Medical Assistance Division or the Division of Mental
Health & Developmental Disabilities).

Department of Administration®s new system for serving vulnerable
adults who are abused. Section 8, AS 47.24.011, describes the
duties of the department under the amended law. The Department
of Administration will compile information on abuse, maintain a
central information and referral (I & R) line, run a statewide
system to serve abused adults.

More coordination with local service providers. AS 47.24.011
also allows the department to designate other (willing) state
agencies or community-based service providers to deliver some or
all of the supportive and protective services needed. This would
be a major improvement over the current system, as the Department
could use local provider agencies more familiar and less
threatening to the alleged victim of abuse, such as the outreach
worker from the local senior center to make initial contact and
offer services. IfT cases involve serious abuse, the department
might immediately send its social worker, or the social worker
could pick up the case after the local senior center®"s first
contact and assessment of the situation.

CSSB 248 (HES) Vulnerable Adults Page 3



Reducing duplicate investigations by state agencies. Section 8,
section 47.24.013, 1is one of the bill"s major improvements over
the current delivery system. Currently, an allegation that abuse
has occurred in a nursing home or hospital requires reporting to
the Division of Family 5 Youth Services and to the Certification
and Licensing Unit of Medical Assistance. In addition, the Long
Term Care Ombudsman has jurisdiction under federal and state law
to investigate the same situation if the office 1is called.
Facilities often find themselves dealing with three to five state
agencies over one allegation.

The bill, at section 47.24.013(a), improves this inefficient use
of state resources by stating that when a facility is licensed by
Health & Social Services (nursing homes, hospitals) and the
victim is over the age of 60, then the report of abuse will be
transferred for investigation and action to the appropriate
licensing unit in DH&SS and the long term care ombudsman®s

office, which will be required under 47.24.013(c) to investigate,
cocxdinate their investigations and responses, and to provide a
report of the results to <he central | & R service of
Administration within 60 days.

Similarly, in section 47.24.013(b), when the alleged victim of
abuse 1in a licensed out-of-home care facility is under age 60,
the case will still be transferred to the appropriate licensing
agency within DH&SS, and the protective services unit in
Administration will not be required to duplicate efforts by
investigating the same case.

Investigative duties. The new section 47.24.015 outlines how the
Department of Administration will be required to take action on
reports of possible abuse. The department 1is required to

initiate a prompt investigation, which must include a face-to-
face interview with the subject of the report, unless a personal
interview would endanger the vulnerable adult. Note that the
department may use a designee agency to conduct this work. The
department®"s investigation must be summarised in a written
report, 1including a summary of services to be provided.

Victim"s request to drop investigation. Under subsection
47.24.015(c), if the subject of the report requests that the
investigation cease, the department or 1its designee must

terminate the investigation. However, in an improvement over
current law, the department is not forced to abandon the case
altogether upon the alleged victim"s request. Rather, when the

investigation to date has already resulted in "reasonable cause
to believe that the vulnerable adult is in need of protective
services," the department may either petition the court for
certain protective services or may report the case for criminal
investigation.
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This new procedure recognizes the reality of many cases where the
alleged victim is too scared of or threatened by the perpetrator
to be willing to cooperate with any 1investigation, or where the
victim appears to be temporarily or permanently incapable of
making an informed decision about his or her own safety and
affairs.

Sharing of information with reporter of abuse. New subsection
47.24.015(d) will cure a problem in the current delivery systenm
for protective services for adults. This section explicitly

requires the department to notify the person who made the abuse
report about the status of the investigation regarding the
vulnerable adult. This will improve relations with reporters who
are ongoing caregivers for the subject adult, as these caregivers
need to know whether the person is safe and how the caregiver can
best interact with the subject adult in the future.

The new subsections 47.24.015(e) will forbid any person from
bringing a damages action for decisions by the department whether
or not to offer protective services to a vulnerable adult.
Subsection .015(f) will forbid damages actions based on the
provision of protective services unless the legal action is based
on gross negligence or intentional misconduct, and 1in any event,
damages are limited to only direct economic compensatory damages
for personal injury.

New use of surrogate decision makers. A new official recognition
of "surrogate decision makers™ for vulnerable adults 1is included
in the new section 47.24.016. Under this section, when the

department finds that a vulnerable adult needs protective
services, but the adult victim is lacks decision making capacity
or is "unable to consent” due to illness, coercion, fear of
reprisal from or dependency on the perpetrator, then the
department may seek consent from a guardian or attorney in fact
for the victim. Under this new law, if their 1is no guarding,
the department may select from the statute"s list of surrogate
decision makers for the person, for the purpose of deciding
whether the person will "consent"” to receiving protective or
supportive services.

The surrogate decision maker selection process in the bill 1is
modeled after similar acts in several other states. It allows
the department to use - in the priority order listed- the consent
of the vulnerable adult®"s spouse, domestic partner, adult child,
parent, sibling, or close adult friend or relative. An
incompetent person or an alleged perpetrator of the abuse may
not be used as a surrogate. IT more than one willing surrogate
exists at the chosen priority 1- 1il- like three adult children-
then those persons may choose . ong themselves or make surrogate
decisions by a majority vote.
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Allowing surrogate decision making will allow the department to
more quickly move ahead with protective services in many
situations, and will avoid the expense of petitioning the court
for orders or for a guardianship in those many situations here
the crisis is only temporary and can be remedied by health care
treatments or movement to a new safer environment. (Remember
that this power can not be used when the vulnerable adult victinm
retains capacity and capability to make his or her own consent
decisions.)

The last subsection, 47.24.016(d) clarifies that if the
vulnerable adult regains the ability to consent or the capacity
to make decisions, then the department must get the adult®s
consent before continuing to provide protective services.

Delivery of protective services. Sec. 47.24.017 discusses
service delivery. When the department determines that a
vulnerable adult needs protective services, and the person or
appropriate surrogate has consented, the department will provide
services within 10 days, to the extent of resources available
from all sources (department, client, other agencies). When an
emergency situation exists the department may provide protective
services without consent. Services are always to be delivered in
a culturally relevant manner that protects the adult®"s right to
live in the "least restrictive environment”™ and maximizes the
person® s own decision making capabilities.

Petitioning the court for protective services. Section
47.24.019 gives the department authority to petition the court
for appointment of a guardian in order to decide if the person
will consent to services, or to petition for involuntary
commitment when the person 1is mentally 1ill and likely to
seriously harm self or others, or to petition the court to issue
an injunction against any caregiver who 1is interfering with the
person®s receiving services which the person has consented to
receive.

Monitoring. Section y of the bill reenacts AS 47.24.040, to
state that when the department provides ongoing protective
services, that the department will monitor the situation until it
determines that protective services are no longer needed.

Confidentiality and disclosure of reports. Section 10 of the
bill amends AS 47.24.050. Under the proposed bill, confidential
reports about investigations may be shared with "appropriate
agencies or individuals,” not just governmental agencies. The
department must delineate who 1is appropriate and how information
will be shared, but this section would ease a problem in the
current law where confidentiality requirements can be so strictly
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interpreted that , for example, a local service provider such as
an adult day care center which cares for a senior five days a
week can not be asked to help monitor the status of a client who
is living with a perpetrator who was abusive before the
department intervened

Section 11 of the bill retains current law"s requirement that
abuse regulations be provided for review to the Older Alaskans
Commission before they are adopted.

Immunity from liability or retaliation. This existing statutory
protection for persons who make good faith reports of abuse 1is
maintained 1in the bill, section 12.

Definitions. Section 13 contains many definitions which* are
different from or additions to current lav/. The most important
changes are highlighted here.

"Abusel will no longer mean any harm to an elder or

disabled person. The proposed bill says that abuse is the
wilful, intentional or reckless infliction of 1injury or mental
distress, or sexual assault. The new definition will eliminate

current investigations of purely accidental harm v/here other
professionals who witness the accidental harm (such as in a
nursing home) feel compelled by law to make a formal report of
the abuse.

(One actual case that could have been ignored under this new
definition was the accidental dropping from two feet above to the
bed by one of two nurses®" aides doing a difficult transfer of a
resident with a recent hip surgery. Although everyone saw the
aide crying in remorse over the accident, and the aide had no
history of carelessness or abuse, under the current statute, the
elder was "harmed"” and other employees felt the technical
incident of "abuse™ had to be reported.)

"Designee" of the department, who or which can assist with
investigation or provision of services to vulnerable adults
includes state agencies, community-based programs, individuals,
or providers of supportive services licensed or authorized by
agreement with the department

"ExploitationZ will 1include unjust or improper use of
either the vulnerable person or his or her resources for another
person®s profit or advantage.

"Neglect** will mean the intentional failure by a caregiver
to provide essential care, and not just the financial or
physical 1inability of the caregiver to render care.

"Protective services" can include protective placement or
other services intended to prevent or alleviate harm.
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"Unable to consent,” as discussed earlier, will be broader
than just those persons who are permanently incapacitated from
decision making, and will include persons v/ho are unable to
consent due to coercion, fear, dependency, or inability to
perceive the imminent and substantial risk of death or
irreparable injury if the person refuses assistance.

"Vulnerable adult"™ means a person over age 18 who, because
of physical or mental impairment, 1is unable to meet his or her
own needs, or is unable to seek help. Note that the bill would
change the current law"s presumption that all elderly persons and
all physically, developmentally or mentally disabled persons are
vulnerable and subject to special scrutiny , protection and
possible interference in their affairs by state protective
services.

General provisions of the bill. Section 14 repeals the existing
"abuse of the disabled” law, because these persons are included,
as appropriate, under the definition of vulnerable adult.

Section 15 specifies how the transition and transfer of

resources, cases, and ongoing contracts will be handled between
agencies upon the effective date of the Act. The bill authorizes
the Department of Administration to proceed with regulations
while awaiting the effective date of the Act.

Section 16 states that the transition section, section 15 of the
bill, has an immediate effective date upon the Governor"s
sdgnature.

Section 17 states that the rest of the bill would be effective
July 1, 1994.
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ExDenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FY95 FY96 FYo7 FY98 FY99 FY0O
PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0 0.0
TRAVEL 0.0 0.0 0.0 00 0.0 0.0
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SUPPLIES 0.0 0.0 00 0.0 0.0 0.0
EQUIPMENT 0.0 0.0 0.0 0.0 0.0 0.0
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1006 GF/MHTIA 00 0.0 0.0 0.0 0.0 0.0
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Total 00 0.0 0.0 0.0 0.0 00
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PART-TIME fiscal none is appropriate.
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analysis: (Attach a separate page in necessary) late Comte A ide(initial)

Two vacant positions will be transferred to the Senior Services Administration component

Prepared by: Connie J. Sipc. Director Phone: 563-5654
Division: Senior Services Date.
Approved by Commissioner: rocf " Date:

Agency: Administration
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FISCAL NOTE No. .2
Bill Version:  *S (3
(S Publish Date: /- /"

STATE OF ALASKA
1994 LEGISLATIVE SESSION

novtsion Date 1/10/94 Ooot Adoctod: Health and Social Services
Titke Vulnerable Adults Protective Services sou: Family & Youth Services
Comoonom:  Southcentral Region
SDoncor Rules Committee
Roauoslor By Request of Governor COMPONENT SERIAL NO. 254
Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY95 FY96 FY97 FY98 FY99 FYOO
PERSONAL SERVICES (127.1)
TRAVEL
CONTRACTUAL |
SUPPLIES | |
EQUIPMENT | | |

. LAND & STRUCTURES |
© GRANTS. CLAIMS |

MISCELLANEOUS < i |
TOTAL OPERATING (127.1) | PC I

CAPITAL EXPENDITURES
CHANGES IN REVENUES

FUND SOURCE (Thousands of Dollars)
1002 Foderai Roceiptc

1003 GF Match

1004 GF (127.2) |
1005 GF/Program Hocnipio

100G GF/MHTIA

Othor

TOTAL (127.1) 0.0 0.0 0.01 0.01 0.01

POSITIONS:
FULL-TIME
PART-TIME Changes in

—FH——F< jilts)
TEMPOBARY reflect NO FISCAL CHANGE from the origins

. . "seal note. This fisal note is appropriate
*~stimate of current year (FY94) impact: None

ANALYSIS:  (Attach a separate page if necessary) Gate Conte Atoe (Fitil)

Two Adult Protective Services (APS) specialists are being transferred from the Division of Family and Youth Services

(DFYS) Southcentral Region to the new Division of Senior Services to support the Protection of Vulnerable Adults
Legislation,

When the existing protection of the Elderly statute was passed in 1983, no funding was provided, other than 5.0 for
brochures. The Adult Protective Services Specialist positions in Atichorage were created from child protective services
funds. Subsequent efforts to expand funding for a credible adult protective services program have not been fruitful. The
Task Force that reviewed APS within DFYS recommended it be consolidated with other senior services where it is
believed the program may be better supported and developed.

Prepared by: ~ Deborah R. Wine. Director Phone:  465-3191
Division: Division o!" Fnmilv A: Youth Services e Date. 01/10/94
Approved by Commissioner: Marpar/t Lowe. M. Ed.. Ed. S. Date:

Agency: Department of Health & Social Services
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FISCAL NOTE No- -

STATE or ALASKA Hill Version: SB ml?

1994 LEGISLATIVE SESSION ©) Publish Date;  /~ W

Movicion Caio 1/10/94 Ot Aifodice Health and Social Services

7*he Vulnerable Adults Protective Services R Family & Youth Services

Comoonont ~ Northern Region

Soeof Rules Committee

NiauOBlor: By Request of Governor COMPONENT SERIAL NO. 255
Expenditures/Revenues: (Thousands ofDoIIarsg

OPERATING FY95 FY96 FY97 FY98 FY99 FYoo .
PERSONAL SERVICES (68.0) , |
TRAVEL | 1
CONTRACTUAL | | 1 1
SUPPLIES 1
E%JIPMENT -
-AND &STRUCTURES -
GRANTS. CLAIMS
MSCELLANEQUS ,
TOTAL OPERATING (68.0) .0l 0.0l n.ni Co1 0.01

CAPITAL EXPENDITURES
CHANGES IN REVENUES

FUND SOURCE [ThouDonaB of Dollarol
H2 Fabra facidr. I
108 G- MVatch

() Nex @0 -

100 G~ProckEm Faatb

l(Ir(]IBG:/IVI-TI'IA

Othor

TOTAL (68.0) 0.0 0.01 0.0 0.01 0.0

POSITIONS:

="JLL-TIME - *
:A]RT—TIME Changes in 1" T .

TEMPORARY reflect NO FISCAL CHANGE from tre airta)
i;-J note. This fisal note is gpropriiate.
Estimate of current year (FY94) impact: None
hate Comte Aide (mical)
ANALYSIS:  (Attach a separate page if necessary)
One Adult Protective Services (APS) specialistis being transferred from the Division of Family and Youth Services (DFYS) |
Northern Region to the new Division of Senior Services to support the Protection of Vulnerahle Adults Legislation.

When the existing Protection of the Elderly statute was passed in 1983, no funding was provided, other than 5.0 for

brochures. The specialist position in Fairbanks was created from child protective services funds. Subsequent efforts to

expand funding for a credible adult protective services program have not been fruitful. The Task Force that reviewed APS

within DFYS recommended it be consolidated with other senior services where itis believed the program may bo better
_supported and do.eloped.

Prepared by: Deborah R. Wing. Director Phone: 465-3191
Division: Division of Family A: Youth Services + Date: 01/12/94
eproved by Commissioner: Marpnrtu Lowe. M. Ed.. Etl. S. Date:

%gency: Department of Health & Social Services
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FISCAL NOTE No. "

STATE OF ALASKA Hill Version:  £2>

1994 LEGISLATIVE SESSION

Revision Oat*: 1/10/94 Oool, Altoctod: ilcnlth and Social Services
Titto: Vulnerahle Adults Protective Services sru Purchased Services
Componont:  Adult Services
Soonoor Rules Committee
Reouostor* bv Request of Gnvemor COMPONENT SERIAL NO.
Expenditures/Revenues: IThoumnas of Dollora)
OPERATING FY95 FY96 FY97 FY98 FY99 FYOO
PERSONAL SERVICES |
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LANO S STRUCTURES !
GRANTS. CLAIMS (364.5) -
MISCELLANEQUS -
TOTAL OPERATING (364.5) 1 001 001 001 0.0 0.01

CAPITAL EXPENDITURES
CHANGES IN REVENUES

FUND SOURCE (Thousands of Dollars)
* 02 Fadorai Roceioto

i 003 GF Match

1004 GF (342.9)

1005 GF/Program Pacoipts

1006 GF/MHTIA L6)__

Qif*or

TOTAL (364.5) 0.0 0.01 0.01 0.01 0.0

POSITIONS:

full-time }

FART - TIME Changes inC._S tR )

*E MPOSART reflct NO FISCAL CHANGE from the ongmai
fisal mte. This fisal noie isgopropriate.

Estimate of current year (FY94) impact: None jfid a a . Luu i

date Comte Aide (ritil)
ANALYSIS:  (Attach a separate page if necessary) @ T

When the existing Protection of the Elderly statute was passed in 1983, no funding was provided. In the lore 70's, the
department had also been given statutory responsibility for licensing adult facilities. Again no funds were provided for

licensing and no funds were provided for upgrading the care of dependent adults residing in existing facilities, then
called, boarding homes.

In 1983, the department obtained funds for residential and foster care for dependent adults. Those funds became the
Adult Services Component of the Purchased Services BRU and are being transferred from the Division of Family and

Youth Services. DHSS, to the Division of Senior Services, Department of Administration to support the Protection of
Vulnerahle Adults Legislation.

Prepared by:  Deborah R. Wing. Director Phone:  465-3191
Division: Date: 01/10/%4
Approved by Commissioner: Margaret Lowe. M. lid.. Ed. S. Date:

Agency: Department of Lcriltn Social Services
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STATE OF ALASKA
1994 LEGISLATIVE SESSION

Revision Date:

Titke: "An Act relating to services lorand oroteclion

ofwlrerableadul ts . *

FISCAL NOTE

Sponsor: Rules Committee

BILL NO. CSSB 24» (HES)

Department Affected:  Administration

BRU:  Senior Services

Component:  Pioneers” Homes

Requestor. (S STA

EXPENDITURES/REVENUES:

OPERATING FY 95
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0

CAPITAL EXPENDITURES 0

CHANGE IN REVENUES () 0
FUNDING SOURCE.

FY 96

COMPONENT SERIALNO. 1950

(Thousands of Dollars)
FY o/ FY 98

0 0
0 0

0 0
(Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA

OTHER

TOTAL 0

Estimate of any current year (FY 94) cost: S 0

POSITIONS

FULL-TIME 0
PART-TIME 0
TEMPORARY 0

ANALYSIS: (Attach a separate page inecessary )

Prepared by: Connie J. Sipe. Director

Phone: 465-4879

Division:  Senior Services

Approved by Commissioner Nancy Bear Usera

Agency Department of Adninistration

Date:
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FISCAL NOTE

STATE OF ALASKA Bill Version: s £> N3 x4 5
1994 LEGISLATIVE SESSION (S) Publish Date:

Revision Date; Dept. Affected Administration

Title: An actrelating to services lor and protection BRU: senior Sendees

of vulnerable adults. Component:  Senior Semccs Administration
Sponsor:

Reauestor. Governor COMPONENT SERIAL NO. 1981
ExDenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FY95 FY96 FY97 FY98 FY99 FY00
PERSONAL SERVICES 258.5 263.7 268.9 274.3 279.8 285.4
TRAVEL 20.0 204 20.8 21.2 21.6 22.1
CONTRACTUAL 264.1 269.4 2748 280.3 285.9 291.6
SUPPLIES 5.0 5.1 5.2 5.3 54 55
EQUIPMENT 12.0 12.2 12.5 12.7 13.0 13.2

LAND &STRUCTURES
GRANTS. CLAIMS
MISCELLANEQOUS

TOTAL OPERATING 559 6 570.8 582.2 593.9 605.7 617.8
CAPITAL EXPENDITURES 0.0 0.0 00 0.0 0.0 0.0
CHANGE INREVENUES! I
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 538.0 549.2 560.6 5723 584.1 596.2
1005 GF/Program Receipts

1006 GF/MHTIA 216 21.6 21.6 21.6 21.6 21.6
Other

Tolal 559 6 570 s 582.2 593.9 605.7 617.8
Estimate of current year (FY94) cost §

POSITIONS:

FULL-TIME S 5 5 N 5
PART-TIME

TEMPORARY

analysis: (Attacn a separate page in necessary)
Future costs inflated at 2% annual increase.
This fiscal note retlccts the transfer of staffand support for Adult Protective Services to the Senior
Sendees BRU. See fiscal notes fioin the Department of Health and Social Semccs for equivalent reductions.

Further analysis is on the attached pages. -
Changes inC 5 S oV 9 ¢/<CS)

refleaNO FISCAL CHANGE Iram the origirel
figal note. This fisal note isappropriate.
Prepared oy: Connie J. Sine. Director 211km woo
Division: Older Alaskans Commission V->H *omtB Aida (mifial)

Approved by Commissioner: Date:
s
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Fiscal Note Analysis
Adult Protective Services

Transfers:

1 Transfer from Department of Health and Soda Services, Family and Youth
Senvices BRU, Southcentral and Norther Regional Office Components:
Three full-time Sodal Worker positions, range 16 PCNs 06-3714, 06-3426, ad
06-3725.
Total =195.1

2 Transfer from Department of Health and Sodal Servioes, Purchased Senvices
BRU, Adult Services Conponent:

Adult foster/residential care, other purdhesed protective and contractual senicess.
Total = 364.5.

3 Transfer from Department of Administration. Senior Services BRU, Pioneers
Homes Conponent:
a One full-time pasition (vacant) trarsferred within the BRU and redassified
to derk Typist, Anchorace.
o] One position will ke redassified to becore a Soda Worker in Anchorage
for aduit protective services.

Total Funds trarsfarred = 559.6

Adult Protective Senvices will use the funds as fallows:

Persordl Senvices. Months Subtotal Total
1PFT Soc Worker 11 (Foks) 1 66.S
2 PFT Soc. Worker 111 (Anch) 24 1283
1PFT Soc. Worker | (Anch) 10 31l
1PFT derk Typist (Anch) 10 283
Total Personal Services 2585

Note: The division will identify and arosstrain personmnel inane or nore
Fioneers’ Homes in Southeast to hande Adult Protective Services cases
in that region on an "'as needed”’ besis

Travel 20.0
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Contractual:
Purdnesed protective senvices, adlt foster/residential 1920.0

Lease 02 30
Telephone (800 nuntaer, 24 hr. answering/paging) A0
Risk management ad other contractud aosts 71

Total Contractual senioss
Supplies
Eoquipment:  software, telephones, computers, fumiture

Total Transferred In for Protective Senioces

50
12.0

5506

Page30f3



10 Tgfs6 Km Essi

Revision Date:

Tite: . Assist. & PfQrect Vlineraole Adits

S. RULES hv Remipst

Sponsor:

Requestor: S. HES

N

Bill Version: S

(S) Publish Uate: AH 2r3ij:
Punlin Safety

FISCAL NOTE

Dept. Affected:

BRU: .Alaska Srate.lfQOQers
Component: Detachments
COMPONENT SERIAL NO. 799

EXPENDfTURES/REVENUES: (Thousands of Dollars) (inflation not included)

OPERATING FY 35
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
IAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING «0-

CAPITAL EXPENDITURES -0-

cHAMacm nevnucs ( ) -0-
Hnww Cm U

FUNDING: (Thousands of Dollars)

1C02 Federal ReceiDts

1003 GF Match

1004 GF

1005 GF/Proaram Receiots

1006 GF/MHTIA

Other

TOTAL -0-

Estimate of cunent year (FY 94) impact: $
POSITIONS:

FULL-TIME 0
PART-TIME 0
TEMPORARY 0

ANALYSIS: (Attach a separate page i< necessary.)

No significant fiscal impact upon the Alaska State Troopers is anticipated.

lpp Ann | time
Cnmmisssmnnr’s Office

Prepared By:

Davision:

Approved by Commissioner:

Agency:

vy 96 ry 97 ry 98 ry P FY 00
*0- 0- -0- -0- -0-
0 0 -0- 0- -0
0- 0- 0 «Q 0-
-0 -0- 0- 0 -0
0 0 0 0 0
0 0 0 0
0 0 0 0 0

Changes in C $$63. yft
have no fiscal impact. This
fiscal none is appropriate.

3//76/7W £-<J,
aate Comte Aide tinitial)
Phone: 4RS-4322
Date: JU2IM

Date: 217.m
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CS FOR SENATE BILL NO. 248(HES)
IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE HEALTH, EDUCATION AND SOCLVL SERVICES COMMITTEE

Offered: 2/18/
Referred: STA, FIN
Sponsor(s): SENATERULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL
FOR AN ACT ENTITLED

"An Ar4 relating to services for and protection of vulnerable adults; and

providing for an effective date.”

BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 08.86.200(b) is arended to react
(bNotwithstanding (@) of this section, a psychologist or  psychological
assodate shell repart to the gppropriate authority incidents of child abuse or neglect
as required by AS 47.17.020, inadents of [ELDER] abouse of a vulnerable adult as
required by AS 47.24.010, and incidents of abuse of disabled persons disdosed to the
psychologist or psychological assodate by a dient.  In this sulosection "disabled
person’” means a person Who hes a physical or mental disability or a physical or mental
impaiment, as defined in AS 18.80.300.
*Sc 2 AS 47.24010(@) is arended to reect
(@)Exceppt as provided in () and (O of this section, the [THE] follonming
persans who, in the performance of their professional duties, have reasonabdle cause to

SB0248b 1 CSSB 248(HES)

]\ T torlined DELETED TEXT BRACKETED]



"J- a" h--A V;m

believe thet a vulnerable adult .suffers from abandonment, exploitation, abuse,
neglect, or self-neglect [AN ELDERLY PERSON HAS SUFFERED HARM] shall,

3] not later then 24 hours after first having cause for the belief, report the belief to the
department's central information and referral senvice for wvulnerable adults
oM [HARM TO THE DEPARTMENT OF HEALTH AND SOCIAL SERVICES]:
() aphysidan or other licensed hedlthcare provider.

7 (@ amenta hedth professional as defined in AS 47.30.915(11) ad
8 1 including a marital and family thergpist licersed under AS 08.63;

9 I1 (3 aphamedst;
10 N (4) an administrator of a nursing home, residential care or hedlth care
11 1 facility;

12 . (®5) aguardian or conservator

13 (6) apdlice officer

14 (7) awvillage public safety officer;

15 (8) avillage hedith aide;

16 (9 asoad worker

17 | (10) amember of the dergy;

18 (11) a staff enployee of a prgect funded by the Department of
19 Auministration for the provision of services to older Alaskans, the Department of

20 Health and Social .Senvices, or the Council on Domestic Violence and Sexual
21 Assault [OLDER ALASKANS COMMISSION];

MM (12) anenployee of a personal care [HOMEMAKER PROGRAM] or i
231 home hesdlth aide program

24 (13) an emergency nedical tedmnidan or a nohile intensive care
5 pararedc™

2% 114) a caregiver of the wulnerable adult.

27 * Sec. 3. AS 47.24.010(b) is amended to reect

28 (b) A report [OF HARM] nmede under this section may indlude the narre and
2 address of the reporting person [REPORTING THE HARM] ad must [SHALL]
0 indude

3l (1) the name and address of the vulnerable adult [ELDERLY
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PERSON]:

(2) information relating to the nature and extent of the abandonment,
exploitation, abuse, neglect, or self-neglect [HARM];
(3) other information that the reporting person [REPORTING THE
HARM] believes might be helpful in an investigation of the case or in providing
protection for the vulnerable adult [ELDERLY PERSON].
Sec. 4. AS 47.24.010(c) is amended to read;

(c) The department or its designees shall report to the Department of Law
anv person required hv (a) of this section to report who fails to comply with this
section. A person listed in (a) of this section who, because of the circumstances.
should have had reasonable cause to believe that a vulnerable adult suffers from
abandonment, exploitation, abuse, neglect, or self-neglect but who fails to comply
with this section is guilty of a violation as defined in AS 11.81.900(b).

Sec. 5. AS 47.24.010(d) is amended to read:

(d) This section does not prohibit a person listed in (a) of this section, or anv
other person, from reporting cases of abandonment, exploitation, abuse, neglect, or
self-neglect of a vulnerable adult [ECONOMIC OR PHYSICAL HARM TO AN j
ELDERLY PERSON] that have come to the person's attention [IN A
NONPROFESSIONAL CAPACITY. THIS SECTION DOES NOT PROHIBIT ANY
OTHER PERSON FROM REPORTING ECONOMIC HARM TO AN ELDERLY
PERSON THAT THE PERSON HAS REASONABLE CAUSE TO BELIEVE IS A
RESULT OF THEFT. FRAUD, OR COERCION BY A CARETAKER OF THE
ELDERLY PERSON. OR PHYSICAL HARM TO AN ELDERLY PERSON THAT
THE PERSON HAS REASONABLE CAUSE TO BELIEVE IS A RESULT OF
ABUSE. NEGLECT, OR ABANDONMENT].

Sec. 6. AS 47.24.010(e) is amended to read:

(e) If a person making a repart.under this section_believes_that immediate
action is necessary to protect the vulnerable aduit [ELDERLY PERSON! from :
imminent risk of serious physical harm due to abandonment, exploitation, abuse,
neglect, or self-neglect and the reporting person cannot immediately contact the j

i
department’s central information and referral service for vulnerable adults |
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[HARM], the reporting person mav [SHALL] make the report [OF HARM] to a
police officer or a village public safety officer. The poiice officer or village public
safety officer shall take immediate action to protect the vulnerable adult [ELDERLY
PERSONT] and shall, at the earliest opportunity, notify the department. A person mav
not brim* an action for damages against a police officer, village public safety
officer, the state, or a political subdivision of the state based on a decision under
this subsection to take or not to take immediate action to protect a vulnerable
adult, ff a decision is made under this subsectior 10 take immediate action to
protect a vulnerable adult, a person may not bfing gfljtftion for damaees based
on the protective actions taken unless the protective actions were nerformetLwith.
>rnss neoimence”~r intentional misconduct: damages awarded in the action mr

include only direct economic compensatory damages for personal injury.

Sec. 7. AS 47.24.010(0 is repealed and reenacted to read:

(0 A person listed in (a) of this section who reports to the long term care
ombudsman under AS 44.21.232. or to the Department of Health and Social Services,
that a vulnerable adult has been exploited, abused, or neglected in an out-of-home care

facility is considered to have met the duty to report under (a) of this section.

Sec. 8. AS 47.24 is amended by adding new sections to read:

Sec. 47.24.011. DUTIES OF THE DEPARTMENT REGARDING SERVICES

AND PROTECTION FOR VULNERABLE ADULTS. In order to facilitate the
provision of supportive and protective services for vulnerable adults, the department
shall

(1) compile information on available supportive and protective services
for vulnerable adults in the state:

(2) estab.ish. publicize, and maintain a central information and referral
service for vulnerable adults:

(3) develop and coordinate a statewide system to serve vulnerable
adults who are in need of protective services;

(4) establish criteria and procedures for the authorization and
supervision of other state agencies or community-based service providers to serve as

designees of the department under this chapter;
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(5) in accordance with this chapter, designate other state agencies or
community-based service providers to deliver supportive and protective services to
vulnerable adults who are in need of protective services;

(6) develop within the central information and referral service for
vulnerable adults a central registry for reports of vulnerable adults in need of protective

services;

(7) maintain confidentiality of records as provided for in AS 47.24.050;
and
(8) adopt regulations to carry out the purposes of this chapter.

Sec. 47.24.013. REPORTS OF ABANDONMENT, EXPL. ITATION, ABUSE,
NEGLECT. OR SELF-NEGLECT OF VULNERABLE ADULTS INOUT-OF-HOME
CARE FACILITIES, (a) If a report received under AS 47.24 010 regards the
abandonment, exploitation, abuse, neglect, or self-neglect of a vulnerable adult who is
60 years of age or older that is alleged to have been committed by or to have resulted
from the negligence of the staff or a volunteer of an out-of-home care facility,
including a facility licensed under AS 18.20. in which the vulnerable adult resides, and
if the Department of Health and Social Services licenses that type of facility, the
Department of Administration shall transfer the report for investigation to the long
term care ombudsman under AS 44.21.232 and the Department of Health and Social
Services.

(b) The department shall transfer to the Department of Health and Social i
Services, for investigation, a report received under AS 47.24.010 regarding the
abandonment, exploitation, abuse, neglect, or self-neglect of a vulnerable adult who is
less than 60 years of age that is alleged to have been committed by or to have resulted
from the neizliaence of the staff or a voluniccr of an out-of-home care facility in which
the vulnerable adult resides, if the Department of Health and Social Services licenses i
that type of facility.

(c) Upon receipt of a report from the department under (a) or (b) of this
section, the long term care ombudsman and the Department of Health and Social

Services shall

(1) conduct an investigation as appropriate under AS 44.21.232 or
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AS 47, respectively;

(2) coordinate and cooperate in their responses to and investigations of

3 the report if their jurisdictions overlap;
4 (3) provide the results of their actions or investigations to the central
5 infonriadon and referral service of the department within 60 days after the receipt of
6 the report.
7 | fd) If the long term care ombudsman or the Department of Health and Social
8 Services receives directly a report regarding the abandonment, exploitation, abuse,
9 neglect, or self-neglect of a vulnerable adult in an out-of-home care facility, the
10 ombudsman or the Department of Health and Social Services shall provide the report,
11 and the results of their actions or im'estigations regarding the report, to me central
12 information and referral service of the Department of Administration. The Department
13 of Administration may investigate the report as described in AS 47.24.015 if the
14 department determines that action is appropriate.
15 (e) If the results of an investigation by the long term care ombudsman or the
16 Department of Health and Social Services are provided 10 the Department of
17 { Administration under (c) or (d) of this section, the Department of Administration may
18 make a final determination as described in AS 47.24.015(b), based on the investigation
19 results provided, regarding services to be offered to the vulnerable adult.
21) Sec. 47.24.015. ACTION ON REPORTS, (a) Upon the department's receipt
21 of a report under AS 47.24.010 that is not transferred under AS 47.24.013. the
iy department, or its designee, shall promptly initiate an investigation to determine
23 whether the vulnerable adult who is the subject of the report suffers from
24 abandonment, exploitation, abuse, neglect, or self-neglect. The depanmem, or its
25 designee, shall conduct a face-to-face interview with the subject of the repon unless
26 that person is unconscious or the depanmcnt, or its designee, has determined that a
27 face-to-face interview could further endanger the vulnerable adult.
28 (b) After the department conducts an investigation under (a) of this section,
29 the department shall prepare a written report of the investigation, including findings,
30 recommendations, and a determination of whether and what kind of supportive or
31 protective services are needed by and are to be offered to the vulnerable adult. After
CSSB 248(HES) 6*
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the department’s designee conducts an investigation under (a) of this secdon, the |,
designee shall prepare a written report of the investigation, including findings,
recommendations, >nd a proposed determination of whether and what kind of '
supportive or protective services are to be offered to the vulnerable adult. The
department shall prepare, and attach to the designee's report, a final determination
regarding services to be offered to the vulnerable adult.

(c) The department, or its designee, shall immediately terminate an
investigation under this section upon the request of the vulnerable adult who is the
subject of the report made under AS 47.24.010. However, if the investigation to that
point lias resulted in reasonable cause to believe that the vulnerable adult is in need
of protective services,

(1) the department may petition the court as set out in AS 47.24.019:
or

(2) the department or its designee may refer the report made to the
department under AS 47.24.010 to a police officer for criminal investigation.

(d) Upon request, a person who made a report to the department under
AS 47.24.010 regarding a vulnerable adult shall be notified of the status of the
investigation conducted under (a) of this section regarding that vulnerable adult.

(c) A person may not bring an action for damages based on a decision under
this section to offer or not to offer protective services to a vulnerable adult.

CO A person may not bring an action for damages based on the provision of
protective services under this section unless the action is based on gross negligence or
intentional misconduct. The damages awarded in an action under this section may J
include only direct economic compensator/ damaties for personal injury.

Sec. 47.24.016. SURROGATE DECISION MAKERS FOR VULNERABLE
ADULTS, (a) If the department determines under AS 47.24.015 that a vulnerable
adult is in need of protective services, but the department cannot obtain the vulnerable
adult’s consent to receive the services because the vulnerable adult is unable to consent
or lacks decision making capacity, and has no guardian or attorney in fact to serve as
the vulnerable adult’s surrogate decision maker, the department may select from the

following list, in the order of priority listed, an individual who is willing to be the
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vulnerable adult’s surrogate decision maker tor the purpose of deciding whether to
consent to the \ulnerable adult’s receipt of protective services:
(1) the vulnerable adult’s spouse, unless
(A) the vulnerable adult and the spouse have separate domiciles;
or
(B) the vulnerable adult or the spouse have initiated divorce or
dissolution proceedings;
(2) an individual who lives with the vulnerable adult in a spousal
relationship or as a domestic partner and who is 18 years of age or older;
(3) a son or daughter of the vulnerable adult who is 18 years of age or
older;
(4) a parent of the vulnerable adult:
(5) a brother or sister of the vulnerable adult who is 18 years of age !
or older, or
(6) a close friend or relative of the vulnerable adult who is 18 years of
age or older.

(b) An individual from the list in (a) of this section may not be selected as a
surrogate decision maker if

(1) the department determines that individual does not possess decision
making capacity; or

(2) there are allegations that individual isa perpetrator of the
abandonment, exploitation, abuse, or neglect of the vulnerable adult.

(c) If the department intends to select a surrogate decision maker from a
priority level in the list ir (a) of this section and there is more than one individual at
that priority level who is willing to be the surrogate decision maker, those individuals

(1) may select from amongst themselves, by majority vote, an
individual to serve as the surrogate decision maker, or

(2) as a group may serve as the surrogatedecision makerandreach
decisions by consensus.

(d) The department may not continue to provide protective services to a

vulnerable adult based on the consent of a surrogate decision maker serving under this
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section if the department determines that the vulnerable adult has become able to
consent or has regained decision making capacity since the surrogate’s consent was
given. The department may continue protective services to a vulnerable adult who has
become able to consent or has regained decision making capacity only if the vulnerable
adult consents.

Sec. 47.24.017. DELIVERY OF PROTECTIVE SERVICES FOR
VULNERABLE ADULTS, (a) Ifthe department determines under AS 47.24.015 that
a vulnerable adult is in need of protective services and either the vulnerable adult, the
vulnerable adult's guardian or attorney in fact, or a surrogate decision maker selected
under AS 47.24.016 consents to receipt of the protective services, and to the extent
that resources are available, the department shall ensure that the protective services for
the vulnerable adult are provided by the department or its designee within 10 working
days after the department received the report under AS 47.24.010 regarding the
abandonment, exploitation, abuse, neglect, or self-neglect of the vulnerable adult.
However, if circumstances beyond the control of the department or the department’s
designee make it impossible to provide the protective services within the 10 working
days, the department shall ensure that the services are provided as soon as possible
after that time.

(b) Notwithstanding (a) of this section, if the department determines that an
emergency situation exists that necessitates provision of protective services to a
vulnerable adult, the department may provide the necessary protective services in a
manner determined by the department to be the most appropriate in light of the
emergency situation, regardless of whether the vulnerable adult or any other person has
consented to receipt of the services.

(c) To the extent practi table, protective services provided under this section
shall be delivered in a culturally relevant manner that protects the vulnerable adult’s
right to the least restrictive environment and maximizes that person’s own decision
making capabilities.

Sec. 47.24.019. PETITIONING COURT FOR CERTAIN PROTECTIVE
SERVICES, (a) |If, after investigation under AS 47.24.015. the department has

reasonable cause to believe that a vulnerable adult is in need of protective services and
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is an incapacitated person, the department may petition the court under AS 13.26 for i
appointment of a guardian or temporary guardian for the vulnerable adult for the 1
purpose of deciding whether to consent to the receipt of protective services for the
vulnerable adult.

(b) If, after an investigation under AS 47.24.015, the department has
reasonable cause to believe that a vulnerable adult is mentally ill and as a result either
is likely to cause serious harm to self or others or is gravely disabled, the department !
may petition the court under AS 47.30.700 to initiate an involuntary commitment
proceeding.

(c) If a vulnerable adult who has consented to receive protective services, or
on whose behalf consent to receive protective services has been given, is prevented by
a caregiver from receiving those services, the department may assist the vulnerable
adult or the person who consented to the vulnerable adult’s receipt of the services to
petition the superior court for an injunction restraining the caregiver from interfering
with the provision of protective services to the vulnerable adult.

* Sec. 9. AS 47.24.040 is repealed and reenacted to read:

Sec. 47.24.040. MONITORING. If ongoing protective services are provided
to a vulnerable adult under AS 47.24.017, the department shall monitor the adult’s
situation, as the department considers appropriate, until the department determines that
the protective services are no longer needed.

* sec. 10. AS 47.24.050 is amended to read:

Sec. 47.24.050. CONFIDENTIALITY OF REPORTS, (a) Investigation i
repors and repons of the abandonment, exploitation, abuse, neglect, nr self-neglect
of a vulnerable adult [HARM] filed under this chapter IAS 47.24.010 - 47.24.100]
are confidential and are not subject to public inspection and copying under
AS 09.25.110 - 09.25.125. However, in accordance with this chapter [AS 47.24.010 i
- 47.24.100] and regulations adopted under this chapter [AS 47.24.010 - 47.24.100], j
investigation reports may be used by appropriate [GOVERNMENTAL] agencies or '
individuals inside and outside the state, in connection with investigations or judicial 1
proceedings involving the abandonment, exploitation, abuse, neglect. or self-neglect

of a vulnerable adult [HARM TO AN ELDERLY PERSON1
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(b) The department shall disclose a report of the abandonment, exploitation,
abuse, neglect, or self-neglect of a vulnerable adult [HARM1 if the vulnerable adult
[ELDERLY PERSON] who is the subject of the report consents in writing. The
department shall, upon request, disclose the number ot verified reports of
abandonment, exploitation, abuse, neglect, or seli-neglect of a vulnerable adult I
[HARM] that occurred at an institution that provides [FOR] care for vulnerable j
adults [OF THE ELDERLY],

Sec. 11. AS 47.24.070 is repealed and reenacted to read:

Sec. 47.24.070. REGULATIONS. Before adoption by the. department,
regulations to implement this chapter shall be provided to the Older Alaskans
Commission (AS 44.21.200) for review.

Sec. 12. AS 47.24.120 is amended to read:

Sec. 47.24.120. IMMUNITY FROM LIABILITY; RETALIATION I
PROHIBITED, (a) A person who in good faith makes a report under AS 47.24.010 j
[AS 47.24.110], regardless of whether the person is required to do so, is immune from
civil or criminal liability that might otherwise be incurred or imposed for making the
report.

(b) An employer or supervisor of a person who in good faith makes a report
under AS 47.24.010 [AS 47.24.110] may not discharge, demote, transfer, reduce pay 1
or benefits or work privileges of. prepare a negative work performance evaluation of,
or take other detrimental action against the person because the person made the report.
The person making the report may bring a civil action for compensatory and punitive
damages against an employer or supervisor who violates this subsection. In the civil 1
action there is a rebuttable presumption that the detrimental action by the employer or :
supervisor was retaliatory if it was taken within 90 days after the report was made.

Sec. 13. AS 47.24 is amended by adding a new section to readl

Sec. 47.24.900. DEFINITIONS. In this chapter.

(1) "abandonment’l means desertion of a vulnerable adult by a
caregiver.
(2) "abuse" means

(A) the wilful, intentional, or reckless nonaccidental, and
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nontlierapeutic infliction of physical pain, injury, or mental distress; or

(B) sexual assault under AS 11.41.410 or 11.41.420;

(3) "caregiver” means

(A) a person who is providing care to a vulnerable adultas a !
result of a family relationship, or who has assumed responsibility for the care
of a vulnerable adult voluntarily, by contract, or by conn order; or

(B) an employee of an out-of-home care facility v/ho provides
care to one or more vulnerable adults;

(4) “decision making capacity” means the ability to understand and
appreciate thenature and consequences of a decision and the ability to reach and
communicate an informed decision;

(5) "department" means the Department of Administration;

(6) "designee"™ means another state agency or a community-based
program, individual, or provider of supportive services that has been licensed, or
authorized by agreement with the department, to provide one or more services to '
vulnerable adults;

(7) "exploitation" means unjust or improper use of another person or
another person's resources for one’s own profit or advantage;

(8) Mincapacitated person™ means a person whose ability to receive and j
evaluate information or to communicate decisions is impaired to the extent that the
person lacks the ability to provide or arrange for the essential requirements for the
person's physical health or safety without court-ordered assistance;

(9) "neglect" means the intentional failure by a caregiver to provide

essenual care or services necessary to maintain the physical and mental health of the

vulnerable adult:

(101 "police officer" has the meaning given in AS 18.65.290;

(11) “protective services" means services that are intended to prevent
or alleviate harm resulting from abandonment, exploitation, abuse, neglect, or self-
neglect and that are provided to a vulnerable adult in need of protection; "protective

services" includes protective placement;

(12) “self-neglect” means an act or omission by a vulnerable adult that
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1 results, or could result in the deprivation of essential services necessary to maintain

2 ) minimal mental, emotional, or physical health and safety;
3 : (13) “supportive services"” means the range of services delivered by
4 public and private organizations and individuals that assist the elderly and vulnerable
S adults with their social, health, educational, recreational, transportation, housing,
6 i nutritional, financial, legal, or other needs;
7 (14) "unable to consent™ means refusal to, or inability to. accept
8 i services because

(A) the person is an incapacitated person or apparently is an
:Dl incapacitated person:
1 (B) of coercion by or fear of reprisal from the perpetrator of
12 abandonment, exploitation, abuse, or neglect;
13 (©) of dependency on the perpetrator of abandonment,
14 ! exploitation, abuse, or neglect for services, care, or support; or
15 4 (D) of an inability to perceive that refusal to consent results in
16 an imminent and substantial danger of death or irreparable harm to self or
17 others;
18 (16) "vulnerable adult” means a person 18 years of age or older who,
>9 I because of physical or mental impairment, is unable to meet the person’s own needs
20 or to seek help without assistance.
21 * Sec. 14. AS 47.24.010(g), 47.24.010(h), 47.24.020, 47.24.030, 47.24.060, 47.24.075,

47.24.100, and 47.24.110 are repealed.

23 | * Sec. 15. TRANSITION, (a) Contracts, rights, liabilities, and obligations created by or

I
24 ! under alaw repealed bythis Act and in effect on June 30, 1994, remain in effect

25 i notwithstanding this Act’s taking effect. Records, equipment, appropriations, and other

26  property of agencies of the state whose functions arc transferred under this Act shall be

27 1 transferred to implement the provisions of this Act.

28 _: (b) Litigation, hearings, investigations, and other proceedings pending under a law
29 I repealed by this Act, or in connection with functions transferred by this Act, continue in effect

30 and may be continued and completed notwithstanding a transfer, amendment, or repeal

31 provided for in this Act.
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(c) The Department of Administration may proceed to adopt regulations necessary to
implement the changes made by this Act. The regulations may not take effect before July 1,
1 1994.
* Sec. 16. Section 15(c) of this Act takes effect immediately under AS 01.10.070(c).

* Sec. 17. Sections 1- 14, 15(a), and 15(b) of this Act take effect July 1, 1994.
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