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Of f e r e d  in  t h e  SENATE:

To: Senate S e c r e t a r y

Pa g e :

To p a g e  1, lines 13 & 2 8 :
D elet e "set o f f 1' a n d  i n s e r t  " o f f set" in its place.

To page 2, lines 12 & 13:
D e l e t e  s e tting OTT" a n d  i n s e r t  "offs etting" in its place.

To page 2, l ines 15, 1 6, & 2 7 :
D e let e "set off" and i n s e r t  " o f fset" in its place.

To page 3, 1 ine 1 9 :
D e l e t e - "pet' off" and i n s e r t  " offs e t "  in its place.

To page 4 , line 2 6 :
• D e l e t e  "set off" a nd i nsert "offse t" in its place.

B y  S enate J u d i c i a r y

SENATE BILL No,  U 2 _________

HOUSE BILL No, _________________

L i n e : ___________________

To page 5 , l ines 7 & 10:
^el'ete— ,rset o T T Tr~and i nse rt "offset"  in its place.



[ ] A N D  a t t a c h e s  a " L e t t e r  o f  I n t e n t "  [ ] N e w  F i s c a l  N o t e

[ ] r e p o r t s  i t  b a c k  w i t h o u t  r e c o m m e n d a t i o n

[ ] r e f e r r e d  t o  t h e ______________________________________________________ C o m m i t t e e

M E M B E R S - ^ S I G N I N G  M E M B E R S  H A V I N G

D O  PASS''' / / O T H E R  R E C O M M E N D A T I O N S :~  Z H 1- U  .. V . - /  • ' --------- --------------------------

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

T h e  C o m m i t t e e  o n

claims o f  the state

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

r e p o r t s  it b a c k  w i t h  t h e  f o l l o w i n g  r e c o m m e n d a t i o n s :

[ £°_PJLS S  __________ —  [ ] d o  n o t  p a s s

[ )\] d o  p a s s  w i t h  a t t a c h e d  a m e n d m e n t s ( s )

-------------------------------  [ ] s a m e  t i t l e

[ ] r e p l a c e  w i t h  C S  f o r  _____________________________________________________ [ ] n e w  t i t l e

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



Of f e r e d  i n  t h e  SENATE:

To: Senate S e c r e t a r y

g y ; S e n a t e  J u d i c i a r y

Pa g e :

SENATE BILL No,  m

HOUSE BILL No. _______

L i n e : __

To p a g e  1, lines 13 &  2 8 ;
D elete "set off" and insert "offset" in its place.

To p a g o  2, lines 12 &  1 3 -
D elete "setting Off" and insert "offsetting" in its place.

To page 2, lines 15, 16, & 2 7 :
D elet e "set off' and insert "offset" in its place.

To page 3, line 19;
Delete "set off" and insert "offset" in its place.

T o p a g e 4, line 2 6 :
D e l e t e  “set off" and insert "offset" in its place.

To page 5, lines 7 &  1 0 :
D elete "set o f F 1 and insert "offset" in its place.



JAY S. HAMMOND, SOVCKNOK

B E P A R T M E N T  OF R EVEN U E
POUCH S

OFFICE OF THE COHHISSIOHEf /  JUNEAU, ALASKA 99811

February 23, 1981

The Honorable Patrick M. Rodey 

Chairman, Senate Judiciary Committee 

Alaska State Senate 

Pouch V

Juneau, Alaska 99811 

Dear Chairman Rodey:

The purpose of Senate Bill 132 is to consolidate the collection of delinquent 

accounts of the State of Alaska in one agency. The Department of 

Revenue has accumulated a great deal of expertise and experience in the 

collection of delinquent taxes. A major portion of those delinquent accounts 

will be eliminated as the statute of limitations runs out, now that the 

individual income tax has been repealed. It is desirable to retain that 

expertise in the interest of improving the cash flow of the state by collecting 

other delinquent accounts and thereby returning to the Treasury additional 

f:'nds which may be used for other purposes in the interests of the citizens 

of the state. This bill will establish a system whereby those objectives can 

be achieved.

The bill provides for two methods for the department to collect liquidated 

debts of various state agencies. The department may either offset amounts 

owed by the state to individuals or businesses against debts which they owe 

the state, or it may proceed with collection methods allowed any creditor 

under Title 9.

Sections 050 - 090 largely deal with the offset procedure. Those procedures 

require that an agency desiring to collect a debt by offset must notify the 

Commissioner of Revenue of the existence of the debt and the Commissioner 

must then determine whether a payment is due the debtor by the state.

The claiming agency is then required to notify the debtor of an attempt to 

offset and, at that time, the debtor has an opportunity to challenge the amount 

of the debt. If the debtor challenges the amount of the debt, the claiming 

agency is required to hold a hearing and notify the Department of Revenue 

of the result of that hearing. If the agency determines that the debt is still 

due, it shall so notify the Commissioner of Revenue so that an offset 

may be made. A time limit of 20 days is set for the agency to notify the 

Commissioner of Revenue of the results of a hearing determination. If that 
20 day period is not met, then the department shall release the payment 

due the debtor without any offset. On the other hand, if certification 

under 080 is made by the claiming agency based on the results of a hearing, 

then the offset will be made; if any amounts remain over and above the offset, 

those amounts will then be paid to the debtor. If ruling by the claiming 

agency is appealed by the debtor, the offset procedure will still take



effect. If the administrative decision is later overturned, then the Department 

of Administration will pay to the debtor the amount offset, with interest at 

the rate of 8% from the date of the offset.

Sincerely,

The bill also establishes priorities in the case of multiple claims. Priority 

is according to the date a claim is received by the department. The Department 

of Revenue, however, has priority over other claiming agencies for amounts 

owed to it.

The bill also provides that the department shall attempt to collect judgement 

debts under the provisions of AS 09 if the offset procedures are inadequate.

It further provides definitions of "claiming agency", "liquidated debt", 

"Commissioner", "debtor", "department", and "payment". Finally, the Act 
would take effect July 1, 1981.

If you have any questions about this Bill, please feel free to contact

me at 465-2300 or Fred Boetsch, Director of our Enforcement Division at 465-2366.

Thomas K. Williams 

Commissioner



ALASKA DEPARTMENT OF REVENUE

Februar y 2, 1981

The Honorable Jalraar K e r t t u l a  
P r e s ident  of the Senate 
Alaska State L e gi slature 
P ouch V
Juneau, A K  99811 

D e a r  Mr. President:

Under the authority o f  art. Ill, sec. 18, o f  the A l a s k a  
Constitution, I am t r a n s m i t t i n g  a bill w h i c h  w o u l d  
centralize c o l l e c t i o n  of state claims in the D e p a r t m e n t  
of Revenue. This bill, b a s e d  on Oregon law, p r o v i d e s  for 
the D e p a r t m e n t  o f  R e venue to w i t hhold refunds and any 
other payments from the state and credit those p a y me nts 
to a debtor's account w i t h  a state agency.

State agencies, unde r this bill, will s u b m i t  a list of
debtors h aving l i q u i d a t e d  debts w i t h  the a g ency  to the 
Depart ment of Revenue w h i c h  w : 11 determine w h e t h e r  those 
debtors are e n t itled to a tax refund or othe r payment. 
If it is determined that enougi. money is a v a i lable for 
setoff, the c l a i m a n t  a g e n c y  will notify the d e b t o r  of its 
intent to set off the debt and piov ide the debtor w i t h  an 
opportunity to r e q u e s t  a hearing. After a hearing, or
after the e x p i r a t i o n  of time for a hearing, ' the
D epart m e n t  of Reven ue will d iver t part or all of the
payment to the agency, w h i c h  in turn will c redit the 
debtor's account in the amount of the setoff. T h i s  bill 
will provide an e f f i c i e n t  m e t h o d  of collecting  debts owed 
to the state.

Sincerely,

J a y  S. Hammond  
G o v e r n o r

t



1MEMORANDUM State of Alaska
t o :  Joeseph K. Donohue 

Deputy Commissioner 

Department of Revenue

) • : '
D ATE : January 19, 1981

F ILE  NO:

TELEPH O N E  NO:

f r o m  Fred P. Boetsch 

Director

S U B JEC T : Fiscal Note for

Statewide Collection 

ActEnforcement Division

The Statewide Collection Act which the Governor is introducing is similar 

to House Bill 869 from last year's session. Some changes have been made 

to that bill in order to strengthen its operation. In the first place, 

the Act requires that liquidated debts be turned over to the Department 

of Revenue for collection procedures unless certain exceptions delineated 

in section 2 exist. Secondly, the set-off procedure would be against 

any amount owed by the state to the debtor instead of just taxes and/or 

Permanent fund dividends. And third, the Department of Revenue would also 

have the authority to follow concurrent collection procedures under AS 09.

It appears from our research that accounts receivable of 3 1/2 to 4 million 

dollars might be subject to collection by the Department of Revenue under 

this bill. The bulk of these delinquent accounts is in the student loan 

program, although a certain amount of delinquency also exists in most of 

the other state loan programs. We will initiate the program with a modest 

core unit designed to implement all the responsibilities and functions 

assigned to us under this bill. The first year of experience will give us 

an opportunity to ascertain the precise workload that will be assigned to the 

Department of Revenue. It is possible that this group could be expanded 

horizontally in subsequent years if there is sufficient workload justification.

The Department of Revenue, through its experience with tax collection efforts, 

has developed expertise in the areas of skip-tracing, progressive collection 

efforts, and levy and seizure. With the elimination of .individual income tax 

and the collection workload related to that, we are in a good position to pick 

up other collection efforts. Although this fiscal note identifies 

additional resources necessary to do this job> it should be pointed out that 

our FY '82 budget comtemplates the deletion of some sixteen positions during 

FY '82. The operation of that budget and this fiscal note concurrently 

would result in our retaining some of those positions scheduled for 

deletion under the FY '82 budget proposal. Accordingly, the cost indicated 

below would merely be retractions of the deletion proposed for FY '82 rather 

than actual additions to the FY '81 continuation level (that is we would 

drop 16 positions and add back 4 with a net deletion of 12).

The cost associated with implementatidn of this bill would amount to $152,200 

for FY '82. This Includes the salary and benefits for a Revenue Enforcement 

Officer III, 2 Tax Collection Specialists II's, (or Paralegal assistants^ 

and an Accounts Receivable Clerk. In addition, we would require $5,000 in 

travel money for the Revenue Enforcement Officer to meet face to face with 

debtors in the extremely difficult collection cases. We would also need 

an enhancement of the existing accounts receivable system in order to 

accommodate the liquidated debts assigned to us. The basic design for that



Joseph K. Donohue January 19, 1981
' ■

. . .system already exists and would need some minor modification to include 

these additional accounts. Detailed design and programming effort in order 

to get an up and running system which would accommodate the debts under 

this bill would cost and additional $20,000, which is included in contractual 

services. I have also included $5,000 for additional telephone costs and 

$2,000 for postage. Additional commodities and equipment costs are also 

included in the fiscal note.

It is difficult to estimate at this time the potential results which could 

be achieved from this bill. Based on our past performance with the collection 

of taxes, a very difficult item to collect these days, I feel that the 

Enforcement Division is well situated to significantly improve the collection 

of delinquent accounts on a statewide basis. We will find that the amount 

collected will far exceed the cost involved. The first year of experience 

will give us a better handle on the cost/benefits as well as the potential 

workload for this unit.

tarn*



T H E  IEGISLATURE O F  T H E  STATE O F  ^ T A S K A  
T W E L F T H  L E G I S L A T U R E

' •’ 'I* T

FISCAL NOTE

REQUEST
Bil l/Resolution No.______________________
jit|e Statewide Collection Act

Requested by_ Governor Date January 19, 1981

I I .  F ISCAL DETA IL
Agency Affected Revenue

Program Category Affected Revenue Collection and Management 
BRU, Progiam, or Subprogram(s) Affected_________Enforcement________
(Note: I f  more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)
EXPENDITURES (Thousands o f  Dollars)

FY 81 FY 8 2 FY 83 FY 84 FY .35 ,FY  86
100 PERSONAL SERVICES 114,6

?00 TRAVEL 5.0

300 CONTRACTUAL 27.0

400 COMMODITIES 1.6

500 EQUIPMENT 4.0

600 LAND & STRUCTURES
700 GRANTS.  CLAIMS.  ETC.

TOTAL 152.2

FUNDING (Thousands o f  Dollars)

GENERAL FUND 152,2

FEDERAL  FUNDS
OTHER (Speci fy Fund Source)

POSITIONS 

FULL T IME 4

PART TIME
TEMPORARY

HI. ANALYSIS  (See Fiscal Note Preparation Instruct ions’, Section I I I)

See memo from Fred Boetsch, Director, Enforcement Division to Joseph K. Donohue, 

Deputy Commissioner of Taxation, dated January 19, 1981, attached.

IV DATE January 19, 1981

/ j
PREPARED BY Fred P. Boetsch DiT&lt

AGENCY 
PHONE _

Revenue

Original: Legislative Finance 
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/80)

465-2366



R E Q U E S T
B i l l/R eso lu t io n  N o . _________ _______________________
jjt|e Relating to Cl is of the State

Requested bv the Governor Date 1/26/81
. • ■ ..v‘; • 

;

11. F I S C A L  D E T A I L  
Agency Af fec ted

• ♦ ' • P i / i
• v Ar

Revenue

Program Ca t e go r y  A f f e c t e d _____________________ General Government_____________________________________

BRU ,  P rog ram ,  or  Subp rog ra in ( s )  A f f e c t e d  Administration s  Support, Management Services

(No t e :  I f  mo re  t h an  one b u d g e t  c om pon en t  is a f f e c t e d ,  separa te  l ine-i tem amounts and  f u n d i n g  fo r  each 
c om po n en t  in th e ana l y s i s  se c t ion . )

E X P E N D I T U R E S  (Thou s an d s  o f  Do l l a r s )
T  tffi 1

F Y  81 FY  8 2 F Y  0 3 * FY 84 F Y  .85 . F Y  8(3
100 PERSON A 1 SERV ICES 9.9 30.2
70(1 T R A V E L •. v" 'v ■ '■
300 CONTRACTUAL 50.5
400 COMMOD IT IES
500 EQU IPMENT
600 LAND & STRUCTURES
700 GRANTS .  Cl AIMS.  ETC.

T O T A L 9.9 00.7

I-'UN D ING (Thousands o f  Dol lars)

G EN ER A L  FUND .................... 9.9 00.7 •
FE D E R A L  FUNDS
O'] HER (Speci fy Fund Source)

>o sm o N S

FULL  T IME •
PART T IME l/3mm 2/12nun
TEMPORARY

II I ANAI YSIS (See Fiscal Note Preparat ion Ins t ruc t ions ,  Sect ion I I I )
V

Oec! Page 2 .

IV .  DATE 1-28-01

Original: Legislat ive Finance 
cc: Budget and Management

Prime Sponsor (First Legislator Named)

P R E P A R E D  BY
A G E N C Y   _______
P H O N E _________

ilip A. wall

R evenue
465-2313

.33 001 (Rev. 1 2 / 0 0



 ------------------------

  .
-  M  'Vlt

- ̂ lf*‘; fAiv^ V^ ’'̂ kw 
Fiscal Note Relating to Claims of the State

Assumptions

Claims submitted by State agencies will off-set against tax refund and 

Permanent Fund Dividend payments being processed by the Department of 

Revenue and against payments being made by the Department of Adminis­

tration. The computer programs to data capture claims information, 

attach payments being made and process the off-set must be written. 

Resources will be needed to process the claims and apply controls will 

also be required. The expenditures defined below will enable system 

design and initial process and will define on-going costs for future 

budget requests.

Positions

One Systems Analyst to design the processing system and write the 

computer programs:

Gmm @ R 10, $2,640 per mo, plus 25% 19.8

One Accounting Clerk to batch claims, apply controls, make 

corrections, prepare offset adjustments and release payment 

of money excess to debts:

Gmm @ R 8, $1,393 per mo., plus 25% 

Other Expenditures

10.4

Data Processing Costs: Storage, 50mgb (3 $4 - 24.0;

Program Development and Processing 0 2.0 per mo - 24.0

Communications: Postage and Toll Calls - 1.5

Miscellaneous Contractual - 1.0 50.5

80.7

tsssst



D E P A R T M E N T  OF R E VE N U E
OFFICE OF THE COMMISSIONER / POUCH S -  JUNEAU 99111

March 6 , 1980

The Honorable Charles Parr 

Chairman
House Judiciary Committee 

Room 12i| - Capitol Building 

Juneau, Alaska 99811

Bear M r . P a r r :

House Bill No. 8 6 9 , an Act relating to claims of the state, was introduced 

in the House on February 18, 1980 and was referred to the House Judiciary 

Committee.

For the consideration of the House Judiciary Committee, I am enclosing 

copies of Fiscal Notes prepar'd by P. A. Wall, Director, Administrative 
Services Division and Fred Boctsch, Director, Enforcement Division of 

the Department of Revenue concerning the proposed legislation.

Sincerely,

R. D. Stevenson 
Special Assistant

c c : Joseph K. Donohue 
Deputy Commissioner 
Department of Revenue

P. A. Wall, Director 
Administrative Services Division 
Department of Revenue

Fred Boetsch, Director 
Enforcement Division 

Department of Revenue

04-D2LH



THE  L EG ISLATU R E  OF  THE STATE OF  ALASKA 
ELEVENTH  LEG ISLATURE

F I S C A L  N O T E .

, R E Q U E S T

Bill/Resolution No. H B 8 6 9 ____________________

Title___________________ C l a i m s  o f  th e S t a t e

Requested by_ P a r r

F I S C A L  D E T A I L
A g e n c y  Affected D e p a r t m e n t  o f  R e v e n u e

Program Category A f f e c t e d " ^ ^ nu e  i o U e c E T o n  and m a n a g e m e n t

Date

B R U ,  Program, or Subprogram(s) Affected E n f o r c e m e n t  D i v i s i o n

arc

(Note: If m o r e  than o n e  budget c o m p o n e n t  is affected, separate linc-item a m o u n t s  a n d  funding for each 

c o m p o n e n t  in the analysis section.)

E X P E N D I T U R E S  (Thousands o f  Dollars) **'

F Y  8 0 F Y  81 F Y  82 F Y  8 3 F Y  8 4 F Y  8 5

100 P E R S O N A L  S E R V I C E S 2 2 . 7 22.7 22 7 22 7 . 22 . 7

2 0 0 T R A V E L  _ _  ...........

3 0 0 C n N . T R A . C T . U A l ______  . . 4. 7 4.7 4.7 4.7 ^ 4 . 7

4 0 0 C O M M O D I T I E S  ..... .. . . . .5 .5 .5 ...... .5 .5

5 0 0 E O U I P M E N T i n

6 0 0 L A N D  &  S T R U C T U R E S

7 0 0 f«R  A  N T S ,  CL  \ 1 M  S, F/rC.___

T O T A L
2 B . 9 2 7.9 2 7 . 9 27 . 9 2 7 . 9

F U N D I N G  (Thousands of Dollars)

G E N E R A L  F U N D  ............. 2 8 . 9 2 7. 9 2 7 . 9 2 7 . 9 2 7 . 9

F E D E R A L  F U N D S

O T H E R  (Specify F u n d  Source)
■

P O S I T I O N S

F U L L  T I M E 1 1 1 1 1

P A R T  T I M E

T E M P O R A R Y

III. A N A L Y S I S  (See Fiscal Note Preparation Instructions, Section III)

T h e  E n f o r c e m e n t  D i v i s i o n  w o u l d  r e q u i r e  t h e s e r v i c e s  o f  o n e  Ta x  C o l l e c t i o n  S p e c i a l i s t  

to i m p l e m e n t  its p o r t i o n  o f  th e  a d m i n i s t r a t i o n  of t h i s  bill. O u r  p a r t  o f  t h e  p r o c e d u r e  

w o u l d  be t o  p r e p a r e  a s h o r t  a u d i t  in o r d e r  to a p p l y  t h e  p r o p o s e d  r e f u n d  to t h e  c l a i m e d  

d ebt. T h i s  w o u l d  r e q u i r e  a C R T  terminal to a c c e s s  t h e  r e f u n d  a n d  a g e n c y  c l a i m s  f i l e s  

a n d  a p p r o p r i a t e  f o r m s  f o r  h a n d l i n g  the  s h o r t  audi t s . In the initial y e a r  a d e s k ,  

c h a i r ,  c a l c u l a t o r  and f i l e s  s t o r a g e  w o u l d  b e  p u r c h a s e d .

W e  d o  no t  h a v e  s p e c i f i c  i n f o r m a t i o n  as to t h e  p r o b a b l e  v o l u m e  o f  c l a i m s .  H o w e v e r ,  

s i n c e  the n e w  p r o c e d u r e  w o u l d  be  f u n c t i o n a l l y  d i f f e r e n t i a t e d  f r o n  o t h e r  p r o c e d u r e s ,  

an a p p r o p r i a t e  o r g a n i z a t i o n a l  m o d u l e  w o u l d  h a v e  to be c r e a t e d  to i m p l e m e n t  t h e  p r o g r a m .  

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

p e r s o n n e l  a n d / o r  equipment, in s u b s e q u e n t  y e a r s .

IV. D A T E  "2- -  Z l Z .~  P R E P A R E D  B Y  F r e d  B n e t s c h _____________

A G E N C Y ___________ D e p a r tm e n t  of R e v e n u e

Original: Legislative Finance P H O N E ______________ 4 6 5 - 2 3 6 6__________

cc: Budget and M a n a g e m e n t

Prime Sponsor (First Legislator N a m e d )

3 3 - 0 0 1  (Rev. 12/79)



COD!:

FED  RCPTS
GF MATCH
G E N .FU N D
I- A  RCPTS
PGM RCPTS
OTHER

■SQNX»fci»AT.LQjM.

m m
s

POSIT ION T IT L E
Tax Collection Specialist I

TYPE OF POSITION STA FF  MONTHS RP No. PCN No.
2 P F T _________  , 12 .c N E W

3 TYPE OF EXPEND ITURE AMOUNT
1 2 3

PERSONAL SERV ICES :
4 s a l a r y  1 , 440/mo. 1 7 , 2 8 0

IS BENEF ITS 3 , 0 5 9

G PICA 1 , 0 5 9

7 HEALTH INS. 1 r?7?

8 TOTAL PERSONAL SERV ICES / 2 2 , 6 7 0

9 TRAV EL >
10 CONTRACTUAL j 4 , 7 0 0
11 COMMODIT IES * 5fin
12 EQUIPMENT j. 1 .0 0 0
13 OTHER
14 TOTAL COST __ 2fiL.8ZIDt_____

RANGE/STEP
10A

BARG . UN IT .
G

LOCATION
■Juneau *

S'

m m
Y.k

a eeaov;:

W m
PISAPP;-
'/•/.J;’--].-..'.

PR IO R ITY

_______________ 4

FORM 12 PAGE/LINS
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TOTAL  34.3 36.2 38.7 41.4 44.3

300 CONTRACTUAL
400 COMMODIT IES

600 LAND & STRUCTURES
700 GRANTS.  CLAIMS. ETC.

REQUEST
Bil l/Resolut ion No.______
Ti t le C la im  o f  t h e  S t a t e

‘ 1 " . —
THE LEG ISLATURE  OF THE STATE OF ALASKA 

ELEVENTH LEG ISLATURE

FISCAL NOTE
#

HB 869

Requested by_ 2-26-80

I I .  F ISCAL DETA IL  
Agency Affec ted _ Revenue

Program Category Affected_ General Government

BRU, Program, or Subprogram(s) Affected A d m i n i s t r a t i o n  & S up p o r t ,  Management S e r v i c e s  
(Note: I f  more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)
EXPEND ITURES (Thousands o f  Dollars)

100 PERSONAL SERVICES
FY  82 
— 3T7

FUNDING (Thousands o f  Dol 

G EN ER A L  FUND

lars)
34.3 36.2 38.7 41.4

\

44.3

F E D E R A L  FUNDS
OTHER (Speci fy Fund Source)

POSITIONS 

FULL  T IME 1 / 1 2mm 1 /12mm l/12mm l/1 2mm 1 /1 2mm
PART T IME 1 /3mm 1 / 3inm l/3mm l/3mm l/3mm
TEMPORARY

I I I .  ANALYS IS  (See Fiscal Note Preparation Ins
HB 869 would allow all State agencie 
individual income tax refunds. The 

four considerations:

1. Most refunds held because of c.1 

in AH 43.20.215 and result in i 

should be defined.

2. There is no provision for early 

debtor pay the claimant agency 
claimant agency would bo helpfu

rV

IV. DATF. 3-5-80 PREPA

truct ions,  Sc
s to offsc 
procedure

aimed debt 

nterest pt

release i 
directly 

1.

continued

RED BY _  
Y

ction I I I )

it certain debt claims against 
in the Bill should be changed by

will exceed the 30 days contained 

•nalties. The action to be taken

>f the held refund should the 

An early release feature by the

AGENC
Original: Legislative Finance PHONE 
cc: Budget and Management

Prime Sponsor (First Legislator Named'

33-001 (Rev. 12/79)

Revenue

465-2313

■



3. Most important, Sec. 44.78.070 does not provide for notifying Revenue 

should a hearing be requested by the debtor. This is necessary to insure 

the refund is held to determination of the hearing and through the 20-day 
certification period in Sec. 44.78.080. A subsection 44.78.070(c) could 

say, "The department shall hold action upon the refund until Sec. iA4.78.080 
is complete."

4. It appears that AS 44.78.060 should he corrected to 050(c) under Sec. 
44.78.060 (page 2, line 28)..

Assumptions

An estimate of the number of debt claims is not possible. Claims from the 

student, veterans and agriculture loan, motor vehicle and other programs which 

serve large numbers of individuals are assumed. The promulgation of regulations, 
design and distribution of a debt claim form and the procedure to establish and 

control debt claim offsets is assumed to constitute one additional employee's 

work load.

Positions

1 PFT Accounting Clerk II, Range 8 A 
$1,277 per mo. X 12 months 

Benefits - 2.3, FICA - 1.0, H.I. - 1.5
** 15.3
- 4.8

1 PPT Systems Analyst, Range 18 A 

$2,465 per mo, X 3 months 
Benefits - 1.1, FICA - .5, H.I. - .4

- 7.4

-  2.0

Other Expenditures

Contractual 

Forms - 1.0 
Postage, Phone - 1.5 
DP Chargeback - 1.0 
Miscellaneous - .5

4.0

Commodities .3

Equipment .5

This debt offset concept would be even more effective if the control was 

placed on the Daily Warrant Process in the Department of Administration 
where the warrants which make all State payments, including the refund 

warrants, are written each day.



Of f e r e d  i n  t h e  SENATE: B y : Senate J u d i c i a r y  .

To: Senate S e c r e t a r y  SENATE BILL No. 132

HOUSE BILL No, _______

Pa g e : L i n e :

To page 1, lines 13> & 2 8 :
D e let e "set o f f 1' and insert "offset" in its place.

To p a g e  2, lines 12 £ 1 3 :
D elet e "sett i n g  Off" and i nsert  " o ffsetting" in its place.

To page 2, lines 15, 16, £ 2 7 ;
D elet e "set off" and insert "offset" in its place.

To page 3, line 19:
Delete "set off" and insert "offset" in its place.-

To page 4, line 2 6 :
• Delete "set off" and insert "offset" in its place.

To page 5, lines 7 &  1 0 :
Delete "set o f f -' and insert "offset" in its place.
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Introduced: 2/2/81
Referred: Judiciary and

Finance

BY THE RULES COMMITTEE BY 
IN THE SENATE REQUEST OF THE GOVERNOR

SENATE BILL NO. 132

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWELFTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to claims of the statej and providing

for an effective date."

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

* Section 1. LEGISLATIVE PURPOSE. The purpose of this Act is to

(1) require departments and agencies of the state to cooperate in 

identifying debtors who owe money to the state and who also qualify for 

payments from the state;
o F F i > e r

(2) establish procedures to [set offjagainst a payment from the

state the amount of a debt owed to the state.

* Sec. 2. AS A4 is amended by adding a new chapter to read:

CHAPTER 78. COLLECTION OF CLAIMS OF THE STATE.

Sec. 44.78.010. COLLECTION BY DEPARTMENT OF REVENUE. (a) Each

claimant agency of the state shall submit a liquidated debt to the de­

partment for c Election under the procedures established in this chap­

ter unless:

(1) the agency is advised by the attorney general not to 

submit a claim because the validity of the debt is in dispute;

(2) an alternative remedy is available and is believed by 

che claimant agency to be more effective; or

(3) the collection attempt may result in a loss of federal 

financial participation in state programs.

(b) If th? amount of the liquidated debt exceeds any payment due
QfFSfcT*

the debtor by the state, the/aetoff7proceduren established in this 

chapter may be used concurrently with other methods for collection of

- 1 - SB 132



the excess due.

Sec. 44.78.020. IDENTIFYING INFORMATION. A claimant agency shall 

obtain the full name, the social security number, the residence address 

and mailing address, and any other identifying information required 

under regulations of the department for a person who may be subject to 

the collection procedures of this chapter.

Sec. 44.78.030. MINIMUM SUM COLLECTIBLE. In collecting a debt, a 

claimant agency may not use the procedures established under this
<

chapter unless that debt and the payment from the state from which it 

would be offset is at least $ 1 0 0 .

Sec. 44.78.040. COLLECTIONS. The commissioner shall attempt to 

co]^U^:t a^delLnquent account or debt owed to a claimant agency by f i t­

ting ofi^ a payment due the debtor from the state or by the use of other

collection methods permitted under AS 09,  _

Sec. 44.78.050. PROCEDJRE F O R ^ E T O ^ F Y  (a) A claimant agency

that attempts to collect a liquidated debt by /setoff/under this chapter
O f T ^ '

shall notify the commis ioner in writing and provide the commissioner 

with the information required under AS 44.78.020.

(b) If the commissioner determines that a debtor qualifies for a 

payment of $ 100 or more from the state, the department shall notify the 

claimant agency in writing that o payment is pending, specify the 

amount of the payment, and indicate the address of the debtor set out 

on the invoice, billing, or other document which forms the basis of the 

debtor's claim for payment from the state. Payment to the debtor may 

not be made by the Department of Administration until approval is 

received from the commissioner under AS 44.78.080(a).

Sec. 44.78.060. NOTICE OF INTENT T0(SET O F F j  (a) Upon notifi­

cation under AS 44.78.050(b) that a debtor i0 entitled to a payment, 

the claimant agency shall within 10 days after receiving the notice

-2- SB 132



send a notice in writing to the debtor of its claim against the pay­

ment. The claimant agency shall provide a copy of this notice to the

commissioner.

(b) If the commissioner receives a copy of the notice sent under

(a) of this section within 30 days after the department's notice to the 

claimant agency under AS 44.78.050(b), the commissioner shall notify 

the Department of Administration to not issue a payment to the debtor.

(c) The contents of the notice to the debtor must clearly set out

(1 ) the basis for the agency's claimj

(2 ) the claimant agency's intention to apply the payment 

against the claimed debtj

(3) the debtor's right to request a hearing before the 

claimant agency within 30 days after the date of the mailing of the 

notice}

(4) the mailing address to which the request for the hearing 

must be sent; and

(5) the fact that failure to request: a hearing in writing 

within 30 days is a waiver of the opportunity to contest the liquidated
Q f F t t i r

debt and is a consent to theAsetoffjor other collection action.

(d) A request by the debtor for a hearing is effective when 

mailed if the postage ie prepaid and the request is properly addressed 

to the claimant agency.

Sec. 44.78.070. HEARING PROCEDURES. (a) The claimant agency 

ahall grant a hearing request by u debtor under AS 44.78.060 if the 

debtor demonstrates that there is a genuine issue with respect to the 

amount of the debt or the identity of the debtor. An issue may not be 

considered at this hearing which has been decided at an earlier hearing, 

or should have been raised at an earlier hearing.

(b) Efforts to collect the liquidated debt must be deferred until

-3- SB 132



the agency either denies the debtor's request for a hearing or issues a 

final decision after a hearing.

(c) Except as provided in AS 44.78.080(c), AS 44.62.330 -- 44.- 

62.640 do not apply to hearings held under this section.

Sec. 44.78.080. CERTIFICATION OF DEBT. (a) Within 20 days after 

expiration of the date for requesting a hearing, denial of a hearing 

request, or a final determination after hearing favorable to the 

claimant agency, the claimant agency shall certify to the commissioner 

the debt determined to be due. If no certification is made within the 

20-day period, the commissioner shall notify the Department of Admini­

stration to issue the payment.

(b) When the commissioner receives a certification under (a) of 

this section, he or she shall transfer the amounts determined to be due 

under the final decision iosued under AS 44.78.070 to the claimant 

agency and authorize the Department of Administration to pay any re­

maining money to the debtor.

(c) A final action by the claimant agency under AS 44.78.070 may 

be appealed under AS 44.62.560 and 44.62.570. However, no stay of the 

commissioner's action under (b) of this section may be granted. If the 

claimant agency's action is reversed or modified on appeal, the Depart­

ment of Administration shall promptly pay to the debtor any sum due, 

together with interest computed at the rate of eight percent per year 

from the date the Department of Revenue transmits the money to the 

claimant agency.

Sec. 44.78.090 TIES. The priority of multiple claims to

money allowed to be under this chapter is established by the

sequence in which each claimant agency notifies the commissioner under 

AS 44.78.050(a). The department has priority over other claimant agen­

cies if it has a claim against a payment.

4 SB 132
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Sec. 44.78.100. REGULATIONS. The commissioner may adopt regula­

tions under the Administrative Procedure Act (AS 44.62) to implement 

this chapter, including regulations governing hearing procedures under 

AS 44.78.070 if the claimant agency has not adopted regulations which 

establish hearing procedures.

ADDITIONAL REMEDIES? COLLECTION OF .JUDGMENTS.Sec. 44.78.110.
T "

(a) The j£etof£7procedure established under this chapter is in addition

to any other remedy available by law.

(b) The department shall attempt to collect judgment debts under 

AS 09 if thefsetofQprocedures established in this chapter are inade­

quate or if no payment is found to be due under AS 44.78.050(b).

Sec. 44.78.120. DEFINITIONS. In this chapter,

(1) "claimant agency" means a department or agency of the 

executive or judicial branch of the state government which believes 

that a debt is owed to it by the debtor?

(2) "liquidated debt" means money owed to the state under an 

express agreement or by operation of law which is determined by a 

claimant ag.ney to be a valid, enforceable debt after a hearing or by 

expiration of the time to request a hearing?

(3) "commissioner" means the commissioner of revenue or his 

designee ?

(4) "debtor" means a person who owes money or who has a de­

linquent account with a claimant agency which has not been satisfied by 

a judgment of a court of competent jurisdiction, set aside by a ju 

dgment, or discharged in bankruptcy?

(5) "department" means the Department of Revenuej

(6) "payment" means a claim for refund under AS 43.20, a 

distribution of permanent fund revenues to a debtor that may be pro­

vided by law, and a claim for a service, material, lease, rental, or

-5- SB 132
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other amount owed to the debtor by the state. 

* Sec. 3. This Act takes effect July 1, 1981.
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OFFICE OF THE COMMISIONNER

F E B  2 . I® ! '

ASF.A DEPARTMENT OF REVENUE

Feb.ru a ry 2, 1981

T h e  H o n o r a b l e  J a i m a r  K e r ttula 
P r e s i d e n t  o f  the Senate 
Al a s k a  S t a t e  l e g i s l a t u r e  
P o u c h  V
Juneau, A K  99811 

D e a r  Mr.- President :

U n d e r  the a u t h o r i t y  of art. Ill, sec. 18, o f  the A lask a 
Constitution, I am t r a n s m i t t i n g  a bill w h i c h  w oul d 
ce n t r a l i z e  c o l l e c t i o n  of state claims in the D e p a r t m e n t  
of Revenue. This bill, b a s e d  o n  O r e g o n  law, p r o v i d e s  for 
the D e p a r t m e n t  o f  R e v e n u e  to w i t h h o l d  refunds and any 
o t h e r  p a y m e n t s  fro m the state a n d  c r e d i t  t h o s e  p ayments 
to a d e b tor 's a c c o u n t  w i t h  a state agency.

State agencies, u n d e r  this bill, wi ll submit a l i s t  of 
debtors h a v i n g  l i q u i d a t e d  debts with the a g e ncy to the 
D e p a r t m e n t  o f  R e v e n u e  w h i c h  will d e t e rmine w h e t h e r  those 
debtors are e n t i t l e d  to a tax r e f u n d  or o the r payment. 
If it is d e t e r m i n e d  that e n o u g h  m o n e y  is available for 
setoff, the c l a i m a n t  a g e n c y  will n o t i f y  the d e b t o r  o f  its 
i n t e n t  to s e t  o f f  the d e b t  and p r o v i d e  the d e b t o r  w i t h  an 
o p p o r t u n i t y  to r e q u e s t  a hearing. A f t e r  a hearing, or 
a f t e r  the e x p i r a t i o n  o f  tim e for a hearing, ' the 
D e p a r t m e n t  o f  R e v e n u e  w i l l  d i v e r t  p a r t  or all o f  the 
p a y m e n t  to the agency, w h i c h  in t u r n  will c r e d i t  the 
debtor' s a c c o u n t  in the amount o f  the setoff. This bill 
w i l l  p r o v i d e  an e f f i c i e n t  m e t h o d  of c o l l e c t i n g  debts owed 
to the state.

Sincerely,

J a y  S. H a m m o n d  
G o v e r n o r
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MEMORANDUM / / ' /s ta te  of Alaska

I
I
Ss

to Joeseph K. Donohue 

Deputy Commissioner 

Department of Revenue

<$
W

DATE 

E NO

TELEPHO I.E  NO

f p o .w .  Fred P. Boetscl 

Director 

En forcemen t: Di vi si on

S L S J E C T

January 19, 1961

Fiscal Note for 

Statewide Collection 

Ret

v*

O
< 0

/ I
The Statewide Collection Act which the Governor is introducing is similar ^  (Ml' ■ 

to Souse Bill 869 from last year's session. Some changes have been madeo pi

to that bill in order to strengthen its operation. In the first place„ Llfo h '</ 

the Act requires that liquidated debts be turned over to the Department r\ {\Vr I 

of Revenue ■for collection procedures unless certain exceptions delineated 

in section 2 exist. Secondly, the set-off procedure would be against 

any amount owed by the state to the debtor instead cf just taxes and/or \Jr 

Permanent fund dividends. And third, the Department of Revenue would also 

have the authority to follow concurrent collection procedures under AS 09.

It appears from our research that accounts receivable of 3 1/2 to 4 million

6 °
\k

dollars might be subject to collection by the Department TjY  Revenue under K «

J

V P 0 / ? ' ,

[if V V*<■

I?

t f

this bill. The bulk of these delinquent accounts is in the student loan 

orocram( although a certain amount of delinquency also exists irT^nost of 

the other state loan p^^grams. We will initiate the program with amo/le: 

pore unit designed to implement all the responsiiiuities and functions\ 

assigned to us under this bill. The first year of experience will give u 

an opportunity to ascertain the precise workload that will be assigned to th 

Department of Revenue. It is possible that this group could be expanded 

horizontally in subsequent years if there is sufficient workload justification.

t 4) V ' The Department of Revenue, through its experience with tax collection efforts, 

VT has developed expertise in the areas of skip-tracing, progressive collection

efforts, and levy and seizure. With the elimination of individual income tax 

»A\ and collection workload related to that, we are in a good position to pick 

\T rxr\̂ ' \ up other collection efforts. Although this fiscal note identifies
^  ** additional resources necessary to do this joby it should be _nointed out that

p  . . t P V

jadditional resources necessary to do this job> jlc should be pointed out tliat 

fft'qur FY '82 budget comtemplatcs the deletion of some sixteen positions during 

The operation of that budget and this fiscal .,.ote concurrently^ ■ FY ’82. The operation of that budget and this tiscal ,.ot _____

~wpuT<T~resuit fh~our retaining some of those posiblons scheduled for 

deletion under the FY '82 budget proposal. Accordingly, the cost indicated 

below would merely be retractions of the deletion proposed for FY '82 rather 

than actual additions tc the FY '81 continuation level (that is we would 

crop 16 positions and add back 4 with a net deletion of 12).

epV '  ■ 1

^ ■ 9
The cost associated with implementation of this bill would amount to $152,200 

for FY '82. This includes the salary and benefits for a Revenue Enforcement 

Officer III, 2 Tax Collection Specialists II's, (or Paralegal Assist nts) 

and an Accounts Receivable Clerk. In addition, we would require $5,000 in 

travel money for the Revenue Enforcement Officer to meet face to face with 

debtors in the extremely difficult collection casesf We woult. also need 

an enhancement of the existing accounts receivable system in order to 

accommodate the liquidated debts assigned co us. The basic design for that

; r o o i  A ( i < c v . i o / / 9 )

L o f o i )



Donohue -2- January 19., 1981

system already exists and would need some minor modification to include 

these additional accounts, Detailed design and programming effort in order 

to get an up and running system which would accommodate the debts under 

this bill would cost and additional $20,000, which is included in contractual 

services. I have also included $5,0iiC for additional telephone costs and 

$2,000 for postage. Additional commodities and equipment, costs are also 

included ir. the fiscal note.

It_~s difficult to estimate at this time the potential results which could 

liia achieved frdirr~Ehis bill.' ’BasecTorT^ur past performance~wFch the col.lection 

~er±-~IdXtis, ii very "difficult item to collect these days, I feel that the 

Enforcement Division is well situated to significantly improve the collection 

of delinquent accounts on a statewide basis. We will find that the amount 

collected will far exceed the cost involved. The first year of experience 

will give us a better handle on the cost/benefits as well as the potential 

workload for this unit.

t u t o r  T O * * ™ *  f  

~ f O  b > O A j  Y



I. REQUEST
1

REQUES,
Bii l/Rer,olution No ._____________________
-jjtle Statewide Collection Act:

Requested by_ Governor Date January 19, 1981

I I .  F ISCAL DETA IL
Agency Affec ted Revenue

Program Category Affected Revenue Collection and AV ■ agement 

BRU, Program, or Subprogram^) Affec ted Enforcement

(Note: I f  more than one budge : component  is af fected, separate line-item amounts and funding for each 
component in the analys is sect ion.)

EXPEND ITURES  (Thousands o f  Dol lars)

FY  81 FY 82 FY 83 FY 84 FY  .85 .FY  86
100 PERSONAL SERV ICES 114,6

700 TR A V EL 5.0

300 CONTRACTUAL 27.0

400 COMMODIT IES 1.6

500.........EQU IPMENT 4.0

600 LAND & STRUCTURES
700 GRANTS.  CLAIMS. FTC.

TOTAL
152.2

FUND ING (Thousands o f  Dollars)

G EN ER A L  FUND 152,2

F E D E R A L  FUNDS
OTHER (Speci fy Fund Source) '

POSITIONS 

FULL  T IM E 4

PART T IM E
TEM PO RARY

I I I .  ANALYS IS  (See Fiscal Note  Preparation Instructions', Sect ion I I I )

See memt» from Fxed Boetsch, Director, Enforcement Division to Joseph K, Donohue, 

Deputy Commissioner of Taxation, dated January 19, 1981, attached.

IV. DATE  January 19, 1581

Original : Legislative Finance, 
cc: Budget and Management

Prime Sponsor (First Legislator Named)

PREPARED BY ^ F r e d  P • Boetsch_______________

A G E N C Y ___________Revenue__________________________
P H O N E _____________4 6 5 - 2 3 6 6 _________

33-001 (Rev. 1 2/ ? 0)



Data 1/26/81

I I .  F I S C A L  D E T A I L
Agency A f f e c t e d _______________________________ Re v enue__________________________________________________
Program Category A f f e c t e d____________________ G e n e r a l  G o v e rnm en t __________________________________
MRU, Program, or Subprogram(s) A f f ec ted A d m i n i s t r a t i o n  fi S u p p o r t ,  Managemen t S e r v i c e s
(Note:  I f  more than one budgeit componen t is a f fe c ted ,  separate l ine-item amoun t s  and fund ing for each

componen t  in the ana lv s i s  sec t ion.)
E X PEN D IT U R ES  (Thousands o f  Dol lars)

FY 81 FY 8 2 FY 83 FY 84 FY .85 . FY  8 6
100 PERSONA 1 SERVICES 9.9 30.2
300 TRAVEL
300 CONTKACTUAI 50.5
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

T O T A L  9.9 80.7

FUNDINC, (TP ids o f  Dollars)

GENERAL  FUND 9.9 80.7 •
FEDERAL  FUNDS
OTHER (Speci fy Fund Source)

POSITIONS 

FULL  TIME

•

•

PART TIME 3./3mm 2/12n\m

TEMPORARY

II I .  ANALYSIS (See Fiscal Note Preparation Instructions, Section I I I )
*

See Page 2.

IV. DATE 1-28-01

Original: Legislative Finance 
c :: Budget and Management

Prime Sponsor (First Legislator Named)

P R E P A R E D  BY
A G E N C Y  _______
PHONE'________

Revenue
465-2313

33-001 (R e v .  12/80



A s s u m p t i o n s

Clai.us submitted by State agencies w i l l  off-set against tax refund and 

Permanent Fund Dividend payments being processed by the Department of 

Revenue and against payments beinc mad e  by the Department of A d m i n i s­

tration. The computer programs to data capture claims ii formation,

attach payments being made and process the off-set must be written. 

Resources will be needed to process the claims and apply controls will 

also be required. The expenditures defined below will enable system 

design and initial process and vill define on-going costs for future 

budget requests.

Positions

One Systems Analyst to design the processing system and write the 

computer programs:

6mm @ R 18, $2,640 per mo, plus 25% 19.8

One Accounting Clerk to batch claims, apply controls, make 

corrections, prepare offset adjustments and release payment 

of m o n e y  excess to d-bts:

6mm '@ R 8, $1,393 per mo., plus 25% 10.4

Gi.her Expenditure;;

Data Processing Costs: Storage, 50mgb @ $4 - 24.0;

Program Development and Processing @ 2.0 per mo - 24.0

Communications: Postage and Toll Calls - 1.5

Miscellaneous Contractual - 1.0 50.5



Official Business

A G E N D A  

Wednesday, M a r c h  4, 1981

Senate
Committee on ^Judiciary Pouch v

State Capitol 
Juneau, Alaska 99811

CALL TO O L D E R

C o n f i r m a t i o n  of J e a n  F. O ' S u l l i v a n  to the Commission on 
Judicia l Q u a l i f i c a t i o n s .

CSSB 99 "An A c t  p r o h i b i t i n g  sex d i s c r i m i n a t i o n  in education in 
the State and i m pl ementing A r t i c l e  I, Section 3 of 
the A l a s k a  Constitution.

SB 3.32 "An A c t  relati ng to claims of the state and providing 
for an effective date."

A D JOU RN
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F e b r u a r y  2, 1 9 8 1

T h e  H o n o r a b l e  J a l m a r  K e r t t u l a  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A K  9 9 8 1 1

D e a r  Mr. P r e s i d e n t :  0

U n d e r  t h e  a u t h o r i t y  o f  art. Ill, sec. 18, o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I am  t r a n s m i t t i n g  a b i l l  w h i c h  w o u l d  
c e n t r a l i z e  c o l l e c t i o n  o f  s t a t e  c l a i m s  i n  t h e  D e p a r t m e n t  
o f  R e v e n u e .  T h i s  b i ll, b a s e d  o n  O r e g o n  law, p r o v i d e s  f o r  
t h e  D e p a r t m e n t  o f  R e v e n u e  t o  w i t h h o l d  r e f u n d s  a n d  a n y  
o t h e r  p a y m e n t s  f r o m  t h e  s t a t e  a n d  c r e d i t  t h o s e  p a y m e n t s  
t o  a d e b t o r ' s  a c c o u n t  w i t h  a s t a t e  agency.

S t a t e  a g e n c i e s ,  u n d e r  t h i s  b i l l ,  w i l l  s u b m i t  a  l i s t  o f  
d e b t o r s  h a v i n g  l i q u i d a t e d  d e b t s  w i t h  t h e  a g e n c y  t o  t h e  
D e p a r t m e n t  o f  R e v e n u e  w h i c h  w i l l  d e t e r m i n e  w h e t h e r  t h o s e  
d e b t o r s  a r e  e n t i t l e d  t o  a t a x  r e f u n d  o r  o t h e r  p a y m e n t .  
If i t  is d e t e r m i n e d  t h a t  e n o u g h  m o n e y  is a v a i l a b l e  f o r  
seto f f ,  t h e  c l a i m a n t  a g e n c y  w i l l  n o t i f y  t h e  d e b t o r  o f  i t s  
i n t e n t  to s e t  o f f  t h e  d e b t  a n d  p r o v i d e  t h e  d e b t o r  w i t h  a n  
o p p o r t u n i t y  t o  r e q u e s t  a he.aring. A f t e r  a h e a r i n g ,  o r  
a f t e r  che e x p i r a t i o n  o f  t i m e  f o r  a h e a r i n g ,  t h e  
D e p a r t m e n t  o f  R e v e n u e  w i l l  d i v e r t  p a r t  o r  a l l  o f  t h e  
p a y m e n t  to t h e  agen c y ,  w h i c h  in  t u r n  w i l l  c r e d i t  t h e  
d e b t o r ' s  a c c o u n t  i n  t h e  a m o u n t  o f  t h e  s e t o f f .  T h i s  b i l l  
w i l l  p r o v i d e  a n  e f f i c i e n t  m e t h o d  o f  c o l l e c t i n g  d e b t s  o w e d  
t o  t h e  state.

S i n c e r e l y ,

s / ^ r s / /
J a y  S. H a m m o n d  
G o v e r n o r
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Judy Brake1 Feb. 28, 1980 1 
phone 586-6561 or 586-3456

Alaska law says that the Child Support Enforcement Agency (CSEA) will serve both 
families^ on welfare (AFDC) and families not on welfare. When federal funding was 
cut out in 1979 for non-AFDC cases, the Alaska agency ceased enforcement activities 
on those cases, in violation of Alaska law.

At present the Alaska CSEA is not benefiting any family in Alaska except through 
the operation of a bluff. When CSEA collects child support for families on 
welfare, the state & federal govts, keep the money to reimburse welfare costs.
Some of the agency*^ clients who are not on AFDC are still benefiting from the
"bluff" that exists because enforcement for those cases was a reality for a while 
and there has been no publicity about the fact that enforcement is no longer 
available.

Needed immediately:
(1) a supplemental appropriation for FY 1980
(2) a regular appropriation for FY 1981 , which could be written to come into 

effect only if federal funding, now contained in HR3434 (sitting in free 
conference committee since November) :Ls not passed. Last year a federal 
funding bill was expected to pass and did not. The same may happe.. this 
year.
The Alaska Dept, of Revenue has suggested $260,000 for FY 1981 to take
care of the federal shortfall, but the administration did not put it in
their budget. This is extremely shortsighted (aside from being inhumane). 
Three years of effort by CSEA to make "believers" out of the people who 
owe support money will be lost soon and the agency will have to start 
from scratch again if the program is ever refunded. The lack of child 
support is also a pivotal factor which drives families onto welfare 
and other types of aid.

Question: should the agency get additional funding, over and above making up the 
Federal shortfall, so that this program can be made truely effective? 
During the early part of 1979, while federal funding was still in 
effect, only 44 % of the families on CSEA's caseload were receiving 
any child support at all, and only 18% of the families showed full 
support payments with no arrears. -The total a-rears on CSEA's caseload 
of 5,900 families was $17,000,000.

A new orientation is needed: non-payment of child support needs to be regarded 
as seriously as non-payment of income taxes. Let's get our priorities straight!

Some possibilities for improving enforcement:
(1) Simplifying wage garnishment proceedures for CSEA only

(2) Charging interest on arrears

(3) Intercepting state income iax refunds. Oregon presently does this by
matching Soc- Sec. numbe «s. Get this into effect before proposed 
new income tux rebate g'> into effect.

(4) When numerous attempts at collection are required, the penalties should
become more serious.



Penalties for deliberate avoidance of work to escape payment.

Some of these options have been tried by other states, 
ar^o being tried.

Other measures are

Problems caused by inflation:
To begin with the support settlement is usually less than 1/2 of what it 
costs to raise a child. Current inflation can then reduce the value of 

the settlement amount by 50% in 4 years. Going through the courts to get 
the settlement raised is an expensive ($1,000 to $3,000) process whose 
cost is usually born by the mother. She has to wait several years between 
filing each adjustment and many months for the court to act on it. The 
payor is usually antagonized in the process, which may have reprocussions 
on child visitation and custody problems.

If every single parent in Alaska who should be going to court to get 
their settlement modified due to inflation were actually to do so the 
courts would he flooded. Court caliendars are already over-full.

Needed: legislation which would enable CSEA to make an administrative
. modification of the support level on the basis of inflation even when 

there is a court order on the books. Appeal to the courts from the 
administrative decision would be possible.

T h i s  c o u l d  be done a n n u a l l y  f o r  all the cases a d m i n i s t e r e d  by 
CSEA. T h e  a g e n c y  p r e s e n t l y  has lega l auth ority to do this 
f o r  those cases that o r i g i n a t e d  w i t h  C S E A’s own adm in i s t r a t i v e  
d e t e r m i n a t i o n  of a support obligation. But for the majority 
or cases, since t  court o r d e r  o r i g i n a l l y  d eterm i n e d  the support 
s clement, CSEA n e e d s  n e w  legal authority to allow it to do 
a n  a d m i n i s t r a t i v e  m o d i f i c a t i o n  on the b a 3 is of cost of l i v i n g  
i n c r e a s e s  w i t h o u t  g o i n g  b a c k  to court. T he laws of 10 states 
n o w  p r o v i d e  such a u t h o r i t y  —  Washin g t o n ,  Utah and Virginia are 
examples.

R e c o g n i z i n g  that all partie s are probably losing real spendable 
i ncome as a result of inflation, the child support increases 
c o u l d  be 3 et to lag b enind the CPI o r  be based  u p o n  some o t h e r  
B u r e a u  of L a b o r  S t a t i s t i c s  index, such as the index that relates 
to wawes.

an



P O S I T I O N  P A P E R  

H O U S E  B I L L  NO. 8 6 9

"An A c t  r e l a t i n g  t o  c l a i m s  o f  t h e  state; and p r o v i d i n g  f o r  a n  e f­

fective d a t e . H.

T h e  p a s s a g e  o f  H o u s e  Bill No. 8 6 9  w o u l d  be of s i g n i f i c a n t  b e n e f i t  

to the D e p a r t m e n t  o f  H e a l t h  a n d  Social S e r v i c e s .

P r e s e n t  d e b t s  ow p d  D e p a r t m e n t  of H e a l t h  an d  Social S e r v i c e s  a r e  

c h i e f l y  t he  r e s u l t  of a s s i s t a n c e  p r o g r a m s  for  w h i c h  c o m p r e h e n s i v e ,  f e d e­

ral l y  m a n d a t e d  r e m e d i e s  exist.

T h i s  bill w o u l d  r e l i e v e  t h e  D H S S  o f  c o l l e c t i o n  r e s p o n s i b i l i t y  a n d  

p l a c e  it in an o r g a n i z e d  c o l l e c t i o n  system. T h i s  s h o u l d  be m o r e  e f f i c i e n t  

and c o s t  e f f e c t i v e  s t a t e w i d e .  We r e c o m m e n d  s u p p o r t  of H o u s e  Bill No. 869.

R e c o m m e n d e d  B y : "

V.  L. Ivers o n , b i r e c t o r  

D i v i s i o n  of A d m i n i s t r a t i v e  S e r v i c e s

Date: •^/n  / & Q

A p p r o v e d  B y :

Commi s s i o n e r

D e p a r t m e n t  of H e a l t h  and 

Social S e r v i c e s

D ate: g / f r V / V o

v<
N *



E m
¥ 0 1  K E d O M T M

LEGISLATIVE AFFAIRS AGENCY

POUCH Y • STATE CAPITOL 

JUNEAU. ALASKA 99811 

907 J65-3800

M E M O R A N D U M M a r c h  11, 1981

SUBJECT!

TO:

FROM:

State student loans in b a n k r u p t c y  proceedings 
(Work Order Numb er 12-1064)

Senator Patrick M. Rodey, Chairman 
Senate Jud iciary Committee

Linn H. Asper 
Legislative Counsel

You have asked whether the state can exempt state student 
loans from federal bankr uptcy laws so that these debts will 
not be discharged. It appears that no state legislation is 
necessary, b e cause  the B ankruptcy R e f o r m  Act of 1978 provides 
that a debt cannot be discharged in b a n k r u p t c y  proceedings 
if the debt is:

" ( 8 ) for an educational loan made, insured, or guaranteed 
by a governmental unit, or made under any program funded 
in whole or in part b y  a governmental unit or a n o n­
profit institution of higher education, unless

"(A) such loan first b ecame due before five years 
(exclusive of any applicable suspension of tine 
repayment period) before the date of the filing of 
the petition? or

"(B) exce pting such dei t from discharge under this 
paragraph will impose an undue hardship  on the 
debtor and the debtor's de pendents?"

11 U.S.C. 523(a)(8).

"Governmental unit" is defined in the ba nkruptcy act as

United States? State? Commonwealth? District? Territory? 
municipality? foreign state? department, agency, i n s t r u­
mentality of the United States, a State, a Commonwealth,
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Senator P a t rick  M. Rodey 
Page 2
M a r c h  11, 1981

a District, a Territory, a municipality, or a foreign 
state; or other foreign or domestic government;

11 U.S.C 101(21).

In summary, a debt for a state student loan is not dischargeable 
in ban kru p t c y  proceedings except under the two circumstances 
set out in 11 U.S.C. 523 (a)(8)(A) and (B). The federal 
b a n k r u p t c y  law controls this questio n and it is not possible 
for the state to go further than the b a n k r u p t c y  act to limit 
the exceptions to the n o n -discharge rule stated above. (See 
also, 3 Colliers on Bankruptcy, Sec. 523-18 and 9A Am Jur2d, 
Bankruptcy, Sec, 807.)

LHA:ljb
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