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WORK DRAFT WORK DRAFT WORK DRAFT

5-2123T
B a n n i s t e r
5 / 3 / 8 8

O r i g i n a l  s p o n s o r :  J u d i c i a r y  Com m it tee

IN THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 508 ( F i n a n c e )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE -  SECOND SESSION

A BILL

F o r  an  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  p r o p e r t y  e x e m p t i o n s  f o r

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

p a y m e n t s ,  and  f o r  o t h e r  p r o p e r t y . "

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

* S e c t i o n  1 .  AS 0 9 . 3 8 . 0 1 0 ( a )  i s  am ended  t o  r e a d :

(a )  An i n d i v i d u a l  i s  e n t i t l e d  t o  a n  e x e m p t i o n  a s  a h o m e s t e a d  o f  

t h e  i n d i v i d u a l ' s  i n t e r e s t  i n  p r o p e r t y  i n  t h i s  s t a t e  u s e d  a s  t h e  p r i n ­

c i p a l  r e s i d e n c e  o f  t h e  [THAT] i n d i v i d u a l  o r  t h e  d e p e n d e n t s  o f  t h e  

[THAT] i n d i v i d u a l ,  b u t  t h e  v a l u e  o f  t h e  h o m e s t e a d  e x e m p t i o n  may n o t  

e x c e e d  $ 5 4 ,0 0 0  [ $ 2 7 , 0 0 0 ] .

* S e c .  2 .  AS 0 9 . 3 8 . 0 1 0 ( b )  i s  amended t o  r e a d :

(b )  I f  p r o p e r t y  owned by t h e  e n t i r e t y  o r  i n  common i s  u s e d  by  

one o r  more  i n d i v i d u a l  ow ners  o r  t h e i r  d e p e n d e n t s  a s  t h e i r  p r i n c i p a l  

r e s i d e n c e ,  e a c h  owner  i s  e n t i t l e d  t o  a h o m e s t e a d  e x e m p t i o n  o f  t h a t  

o w n e r ' s  i n t e r e s t  i n  t h e  p r o p e r t y  a s  p r o v i d e d  i n  ( a )  o f  t h i s  s e c t i o n .  

The a g g r e g a t e  v a l u e  o f  m u l t i p l e  h o m e s t e a d  e x e m p t i o n s  a l l o w a b l e  w i t h  

r e s p e c t  t o  a s i n g l e  l i v i n g  u n i t  may n o t  e x c e e d  $ 5 4 ,0 0 0  [ $ 2 7 , 0 0 0 ] .  I f  

t h e r e  a r e  m u l t i p l e  ow ners  o f  p r o p e r t y  exem pt  a s  a h o m e s t e a d ,  t h e  v a l u e  

o f  t h e  e x e m p t i o n  o f  e a c h  i n d i v i d u a l  ow ner  may n o t  e x c e e d  t h e  [THAT] 

i n d i v i d u a l  o w n e r ' s  p r o  r a t a  p o r t i o n  o f  $ 5 4 ,0 0 0  [ $ 2 7 , 0 0 0 ] .

* S e c .  3 .  AS 0 9 . 3 8  i s  amended by a d d i n g  a new s e c t i o n  t o  r e a d :

S e c .  0 9 . 3 8 . 0 1 7 .  EXEMPTION OF RETIREMENT PLAN INTERESTS AND PAY­

MENTS. ( a )  I n  a d d i t i o n  t o  t h e  e x e m p t i o n  u n d e r  AS 0 9 . 3 8 . 0 1 5 ( b ) ,  t h e  

f o l l o w i n g  a r e  exempt  f rom a c l a i m  o f  a n  i n d i v i d u a l ' s  c r e d i t o r :

- 1 -  CSSB 5 0 8 ( F i n )
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(1 )  t h e  i n t e r e s t  o f  t h e  i n d i v i d u a l  i n  a r e t i r e m e n t  p l a n ;

and

(2 )  t h e  money o r  o t h e r  a s s e t s  p a y a b l e  t o  t h e  i n d i v i d u a l  

f rom  a r e t i r e m e n t  p l a n .

(b )  The e x e m p t i o n s  p r o v i d e d  by  ( a )  o f  t h i s  s e c t i o n  do n o t  a p p l y  

t o  a c o n t r i b u t i o n  made b y  an  i n d i v i d u a l  t o  a r e t i r e m e n t  p l a n  w i t h i n  

120 d a y s  b e f o r e  t h e  i n d i v i d u a l  f i l e s  f o r  b a n k r u p t c y .

( c )  The e x e m p t i o n s  p r o v i d e d  by ( a )  o f  t h i s  s e c t i o n  do n o t  p r e ­

v e n t  t h e  p aym en t  o f  b e n e f i t s  u n d e r  a r e t i r e m e n t  p l a n  t o  an  a l t e r n a t e  

p a y e e  u n d e r  a q u a l i f i e d  d o m e s t i c  r e l a t i o n s  o r d e r .  I n  t h i s  s u b s e c t i o n ,  

" q u a l i f i e d  d o m e s t i c  r e l a t i o n s  o r d e r "  h a s  t h e  m e an in g  g i v e n  i n  26 

U .S .C .  4 1 4 (p)  .

(d)  A r e t i r e m e n t  p l a n  exem pt  f ro m  c l a i m s  u n d e r  ( a )  o f  t h i s  

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

s e c t i o n .

( e )  I n  t h i s  s e c t i o n ,

(1)  " a l t e r n a t e  p a y e e "  h a s  t h e  m ean ing  g i v e n  i n  26 U .S .C .

4 1 4 ( p ) (8 )  ;

(2)  " i n d i v i d u a l "  means  an  i n d i v i d u a l  who i s  a p a r t i c i p a n t

i n ,  a b e n e f i c i a r y  o f ,  o r  an  a l t e r n a t e  p a y e e  o f  a r e t i r e m e n t  p l a n ;

(3)  " r e t i r e m e n t  p l a n "  means a r e t i r e m e n t  p l a n  t h a t  i s

q u a l i f i e d  u n d e r  26 U .S .C .  4 0 1 ( a ) ,  26 U .S .C .  4 0 3 ( a ) ,  26 U .S .C .  4 0 3 ( b ) ,  

26 U .S .C .  40 8 ,  o r  26 U .S .C .  409 ( I n t e r n a l  Revenue C o d e ) .

* S e c .  4 .  AS 0 9 . 3 8 . 0 2 0  i s  amended t o  r e a d :

S e c .  0 9 . 3 8 . 0 2 0 .  EXEMPTIONS OF PERSONAL PROPERTY SUBJECT TO VALUE

LIMITATIONS. ( a )  An i n d i v i d u a l  i s  e n t i t l e d  t o  an  e x e m p t io n  i n  p r o p ­

e r t y  n o t  t o  e x c e e d  an  a g g r e g a t e  v a l u e  o f  $ 3 ,0 0 0  [ $ 1 ,5 0 0 ]  c h o s e n  by  t h e

i n d i v i d u a l  f ro m  t h e  f o l l o w i n g  c a t e g o r i e s  o f  p r o p e r t y :

(1)  h o u s e h o l d  go o d s  and  w e a r i n g  a p p a r e l  r e a s o n a b l v

CSSB 5 0 8 ( F i n )  - 2 -
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n e c e s s a r y  f o r  one  h o u s e h o l d ;

(2 )  i f  r e a s o n a b l y  h e l d  f o r  t h e  p e r s o n a l  u s e  o f  t h e  i n d i ­

v i d u a l  o r  a d e p e n d e n t ,  books  and  m u s i c a l  i n s t r u m e n t s ;  and

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

m e n t a l  v a l u e  t o  t h e  i n d i v i d u a l .

( b )  An i n d i v i d u a l  i s  e n t i t l e d  t o  e x e m p t io n  o f  j e w e l r y ,  n o t  

e x c e e d i n g  $ 1 ,0 0 0  [$500]  i n  a g g r e g a t e  v a l u e ,  i f  h e l d  f o r  t h e  p e r s o n a l  

u s e  o f  t h e  i n d i v i d u a l  o r  a d e p e n d e n t .

( c )  An i n d i v i d u a l  i s  e n t i t l e d  t o  e x e m p t i o n ,  n o t  e x c e e d i n g  $ 2 ,8 0 0  

[ $ 1 , 4 0 0 ]  i n  a g g r e g a t e  v a l u e ,  o f  i m p l e m e n t s ,  p r o f e s s i o n a l  b o o k s ,  and  

t o o l s  o f  t h e  t r a d e .

(d )  An i n d i v i d u a l  i s  e n t i t l e d  t o  t h e  ex e m p t io n  o f  p e t s  t o  t h e  

e x t e n t  o f  a v a l u e  n o t  e x c e e d i n g  $ 1 ,0 0 0  [ $ 5 0 0 ] .

( e )  An i n d i v i d u a l  i s  e n t i t l e d  t o  an  e x e m p t io n  o f  one  m o to r

v e h i c l e  t o  t h e  e x t e n t  o f  a  v a l u e  n o t  e x c e e d i n g  $ 3 ,0 0 0  [ $ 1 ,5 0 0 ]  i f  che  

f u l l  v a l u e  o f  t h e  m o to r  v e h i c l e  d o e s  n o t  e x c e e d  $ 2 0 ,0 0 0  [ $ 1 0 , 0 0 0 ] ,

* S e c .  5.  AS 0 9 . 3 8 . 0 2 5 ( a )  i s  amended t o  r e a d :

( a )  E x c e p t  as  p r o v i d e d  i n  t h i s  s e c t i o n  o r  AS 0 9 . 3 8 . 0 1 7 , an  

i n d i v i d u a l  i s  e n t i t l e d  t o  e x e m p t i o n  o f  u n m a tu re d  l i f e  i n s u r a n c e  and  

a n n u i t y  c o n t r a c t s  owned b y  t h e  i n d i v i d u a l .  I f  t h e  c o n t r a c t s  h a v e

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

g r e g a t i n g  more  t h a n  $ 1 0 ,0 0 0  [ $ 5 , 0 0 0 ] ,  a c r e d i t o r  may o b t a i n  a  c o u r t

o r d e r  r e q u i r i n g  t h e  i n d i v i d u a l  d e b t o r  t o  pay  t h e  c r e d i t o r ,  and  a u t h o r ­

i z i n g  t h e  c r e d i t o r  on t h e  d e b t o r ' s  b e h a l f  t o  o b t a i n  p aym en t  o f ,  t h e  

am ount  o f  t h e  a c c r u e d  d i v i d e n d s  an d  l o a n  v a l u e s  i n  e x c e s s  o f  $ 1 0 ,0 0 0  

[ $ 5 , 0 0 0 ]  o r  t h e  amount o f  t h e  c r e d i t o r ' s  c l a i m ,  w h i c h e v e r  i s  l e s s .

* S e c .  6 .  AS 0 9 . 3 8 . 0 3 0 ( a )  i s  amended t o  r e a d :

( a )  E x c e p t  a s  p r o v i d e d  i n  (b )  and  (c )  o f  t h i s  s e c t i o n  a n d  

AS 0 9 . 3 8 . 0 5 0 ,  an i n d i v i d u a l  d e b t o r  i s  e n t i t l e d  t o  an e x e m p t i o n  o f  t h e

-3- CSSB 5 0 8 (Fin)
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i n d i v i d u a l  d e b t o r ' s  w e e k ly  n e t  e a r n i n g s  n o t  t o  e x c e e d  $350 [ $ 1 7 5 ] .  

The w e e k l y  n e t  e a r n i n g s  o f  an  i n d i v i d u a l  a r e  d e t e r m i n e d  by  s u b t r a c t i n g  

f ro m  t h e  w e e k l y  g r o s s  e a r n i n g s  a l l  sums r e q u i r e d  by law  o r  c o u r t  o r d e r  

t o  be w i t h h e l d .  The w e e k ly  n e t  e a r n i n g s  o f  an  i n d i v i d u a l  p a i d  on a 

m o n t h l y  b a s i s  a r e  d e t e r m i n e d  by s u b t r a c t i n g  f rom  t h e  m o n t h l y  g r o s s  

e a r n i n g s  o f  t h e  i n d i v i d u a l  a l l  sums r e q u i r e d  by  law  o r  c o u r t  o r d e r  t o  

b e  w i t h h e l d  and  d i v i d i n g  t h e  r e m a i n d e r  by 4 . 3 .  The w e e k ly  n e t  e a r n ­

i n g s  o f  an  i n d i v i d u a l  p a i d  on a s e m i - m o n t h l y  b a s i s  a r e  d e t e r m i n e d  by 

s u b t r a c t i n g  f rom  t h e  s e m i - m o n t h l y  g r o s s  e a r n i n g s  a l l  sums r e q u i r e d  by 

l aw  o r  c o u r t  o r d e r  t o  be  w i t h h e l d  and  d i v i d i n g  t h e  r e m a i n d e r  b y  2 . 1 7 .

* S e c .  7 .  AS 0 9 . 3 8 . 0 3 0 ( b )  i s  amended t o  r e a d :

(b )  An i n d i v i d u a l  who d o es  n o t  r e c e i v e  e a r n i n g s  e i t h e r  w e e k l y ,  

s e m i - m o n t h l y  o r  m o n t h l y  i s  e n t i t l e d  t o  a maximum e x e m p t io n  f o r  t h e  

a g g r e g a t e  v a l u e  o f  c a s h  and  o t h e r  l i q u i d  a s s e t s  a v a i l a b l e  i n  an y  m onth  

o f  $ 1 ,4 0 0  [$ 7 0 0 ] ,_  e x c e p t  a s  p r o v i d e d  i n  AS 0 9 . 3 8 . 0 5 0 .  The t e r m  " l i q ­

u i d  a s s e t s "  i n c l u d e s  d e p o s i t s ,  s e c u r i t i e s ,  n o t e s ,  d r a f t s ,  a c c r u e d  

v a c a t i o n  p a y ,  r e f u n d s ,  p r e p a y m e n t s ,  and  r e c e i v a b l e s .

* S e c .  8 .  AS 0 9 . 3 8 . 0 3 0 ( e )  i s  amended t o  r e a d :

( e )  The f o l l o w i n g  p r o p e r t y ,  u n l e s s  exem pt  w i t h o u t  l i m i t a t i o n  

u n d e r  AS 0 9 . 3 8 . 0 1 5  o r  0 9 . 3 8 . 0 1 7 , upon  r e c e i p t  b y  an d  w h i l e  i t  i s  i n  

t h e  p o s s e s s i o n  o f  t h e  i n d i v i d u a l ,  s h a l l  b e  t r e a t e d  a s  e a r n i n g s ,  i n ­

come,  c a s h ,  o r  o t h e r  l i q u i d  a s s e t s  u n d e r  t h i s  s e c t i o n :

(1 )  b e n e f i t s  p a i d  by r e a s o n  o f  d i s a b i l i t y ,  i l l n e s s ,  o r  

u n e m p lo y m e n t ;

(2 )  money o r  p r o p e r t y  r e c e i v e d  f o r  a l im o n y  o r  s e p a r a t e  

m a i n t e n a n c e ;

(3 )  p r o c e e d s  o f  i n s u r a n c e ,  a j u d g m e n t ,  o r  a s e t t l e m e n t ,  o r  

o t h e r  r i g h t s  a c c r u i n g  a s  a r e s u l t  o f  b o d i l y  i n j u r y  o f  t h e  i n d i v i d u a l  

o r  o f  t h e  w r o n g f u l  d e a t h  o r  b o d i l y  i n j u r y  o f  a n o t h e r  i n d i v i d u a l  o f

CSSB 5 0 8 ( F i n )  - 4 -
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whom t h e  i n d i v i d u a l  was o r  i s  a d ep en d e n  :

(4 )  p r o c e e d s  o r  b e n e f i t s  p a i d  o r  p a y a b l e  on t h e  d e a t h  o f  an 

i n s u r e d ,  i f  t h e  i n d i v i d u a l  was t h e  s p o u s e  o r  a d e p e n d e n t  o f  t h e  i n ­

s u r e d ;  and

(5 )  am ounts  p a i d  u n d e r  a s t o c k  b o n u s ,  p e n s i o n ,  p r o f i t -  

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

r e a s o n  o f  a g e ,  i l l n e s s ,  d i s a b i l i t y ,  o r  l e n g t h  o f  s e r v i c e .

* S e c .  9 .  AS 0 9 . 3 8 . 0 5 0 ( b )  i s  amended t o  r e a d :

(b )  The e x e m p t i o n  amounts  u n d e r  AS 0 9 . 3 8 . 0 3 0  may be  i n c r e a s e d  

when t h e  i n d i v i d u a l  s u b m i t s  an a f f i d a v i t ,  u n d e r  p e n a l t y  o f  p e r j u r y ,  

s t a t i n g  t h a t  t h e  i n d i v i d u a l ' s  e a r n i n g s  a l o n e  s u p p o r t  t h e  i n d i v i d u a l ' s  

h o u s e h o l d ;  b y  so  d o i n g ,  t h e  maximum p a r t  o f  t h e  i n d i v i d u a l ' s  a g g r e g a t e  

d i s p o s a b l e  e a r n i n g s  f o r  an y  week s u b j e c t  t o  e x e c u t i o n  may n o t  e x c e e d  

t h e  amount b y  w h i c h  t h e  i n d i v i d u a l ' s  d i s p o s a b l e  e a r n i n g s  f o r  t h a t  week 

e x c e e d  $550 [ $ 2 7 5 ] ,  o r ,  i f  t h e  i n d i v i d u a l  i s  c l a i m i n g  an  e x e m p t i o n  f o r  

c a s h  o r  o t h e r  l i q u i d  a s s e t s  u n d e r  AS 0 9 . 3 8 . 0 3 0 ( b ) ,  a maximum am oun t  o f  

$ 2 ,2 0 0  [ $ 1 ,1 0 0 ]  a v a i l a b l e  i n  a [ANY] m onth  i s  e x e m p t .

* S e c .  10 .  AS 0 9 . 3 8 . 0 5 5  i s  amended t o  r e a d :

S e c .  0 9 . 3 8 . 0 5 5 .  BANKRUPTCY PROCEEDINGS. I n  a p r o c e e d i n g  u n d e r  

11 U .S .C .  ( B a n k r u p t c y )  [THE BANKRUPTCY ACT (11 U . S . C . ) ]  o n l y  t h e

e x e m p t i o n s  u n d e r  AS 0 9 . 3 8 . 0 1 0 ,  0 9 . 3 8 . 0 1 5 ( a ) ,  0 9 . 3 8 . 0 1 7 ,  0 9 . 3 8 . 0 2 0 ,

0 9 . 3 8 . 0 2 5  a n d  0 9 . 3 8 . 0 3 0  a p p l y .

* S e c .  11 .  AS 0 9 . 3 8 . 0 1 7 ,  ad d ed  by  s e c .  3 o f  t h i s  A c t ,  d o es  n o t  a p p l y  t o  

t h e  a s s e t s  o f  a  b a n k r u p t c y  e s t a t e  i n  a p r o c e e d i n g  f i l e d  u n d e r  11 U .S .C .  

( B a n k r u p t c y )  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t .
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O r i g i n a l  s p o n s o r :  J u d i c i a r y  Com m it tee

IN THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 508 ( F i n a n c e )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE -  SECOND SESSION

A BILL

F o r  an  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  p r o p e r t y  e x e m p t i o n s  f o r  home­

s t e a d s  and  f o r  c e r t a i n  r e t i r e m e n t  p l a n  i n t e r e s t s  and 

p a y m e n t s . 11

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

* S e c t i o n  1. AS 0 9 . 3 8 . 0 1 0  i s  r e p e a l e d  and  r e e n a c t e d  t o  r e a d :

(a )  A h o m e s t e a d  i s  exem pt  f ro m  s e i z u r e  f o r  t h e  c l a i m s  o f  c r e d i ­

t o r s  e x c e p t  f o r  e n c u m b ra n c e s  p r o p e r l y  e s t a b l i s h e d  o n  t h e  p r o p e r t y .  

E n c u m b ran ces  may n o t  b e  p r o p e r l y  e s t a b l i s h e d  on t h e  h o m e s t e a d  e x c e p t  

f o r

(1)  t h e  p u r c h a s e  p r i c e  o f  t h e  p r o p e r t y ;

(2)  m u n i c i p a l  ad  v a l o r e m  p r o p e r t y  t a x a t i o n ;

(3)  w o r k e r s '  an d  m a t e r i a l  l i e n s  f o r  im p ro v e m e n t s  t o  t h e

p r o p e r t y  i f  c o n t r a c t e d  f o r  i n  w r i t i n g  b e f o r e  t h e  l a b o r  was p e r f o r m e d  

o r  m a t e r i a l  was f u r n i s h e d .

(b)  I n  t h i s  s e c t i o n ,  " h o m e s t e a d "  means a n  i n d i v i d u a l ' s  i n t e r e s t  

i n  p r o p e r t y  b e i n g  u s e d  as  t h e  p r i n c i p a l  r e s i d e n c e  o f  t h e  i n d i v i d u a l ,  

n o t  e x c e e d i n g  one a c r e  i n  s i z e ,  and  i n c l u d i n g  im p ro v e m e n t s  t o  o r  on 

t h e  p r o p e r t y .

* S e c .  2 .  AS 0 9 .3 8  i s  amended by a d d i n g  a new s e c t i o n  t o  r e a d :

S e c .  0 9 . 3 8 . 0 1 7 .  EXEMPTION OF RETIREMENT PLAN INTERESTS AND PAY­

MENTS. ( a )  I n  a d d i t i o n  t o  t h e  e x e m p t i o n  u n d e r  AS 0 9 . 3 8 . 0 1 5 ( b ) ,  t h e

f o l l o w i n g  a r e  exem pt  f rom  a c l a i m  o f  an  i n d i v i d u a l ' s  c r e d i t o r :

(1)  t h e  i n t e r e s t  o f  t h e  i n d i v i d u a l  i n  a  r e t i r e m e n t  p l a n ;

and

-1- CSSB 5 0 8 (Fin)
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(2 )  t h e  money o r  o t h e r  a s s e t s  p a y a b l e  t o  t h e  i n d i v i d u a l  

f ro m  a r e t i r e m e n t  p l a n .

(b )  The e x e m p t i o n s  p r o v i d e d  by  ( a )  o f  t h i s  s e c t i o n  do n o t  a p p l y  

t o  a c o n t r i b u t i o n  made b y  an  i n d i v i d u a l  t o  a r e t i r e m e n t  p l a n  w i t h i n  

120 d a y s  b e f o r e  t h e  i n d i v i d u a l  f i l e s  f o r  b a n k r u p t c y .

( c )  The e x e m p t i o n s  p r o v i d e d  by  ( a )  o f  t h i s  s e c t i o n  do n o t  p r e ­

v e n t  t h e  p ay m en t  o f  b e n e f i t s  u n d e r  a  r e t i r e m e n t  p l a n  t o  an a l t e r n a t e  

p a y e e  u n d e r  a  q u a l i f i e d  d o m e s t i c  r e l a t i o n s  o r d e r .  I n  t h i s  s u b s e c t i o n ,  

" q u a l i f i e d  d o m e s t i c  r e l a t i o n s  o r d e r "  h a s  t h e  m e a n in g  g i v e n  i n  26 

U . S .C .  4 1 4 ( p ) .

(d)  A r e t i r e m e n t  p l a n  exem pt  f rom  c l a i m s  u n d e r  (a )  o f  t h i s  

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

s e c t i o n .

( e )  I n  t h i s  s e c t i o n ,

(1 )  " a l t e r n a t e  p a y e e "  h a s  t h e  m e a n in g  g i v e n  i n  26 U .S .C .

4 1 4 ( p ) ( 8 ) ;

(2 )  " i n d i v i d u a l "  means  an  i n d i v i d u a l  who i s  a  p a r t i c i p a n t

i n ,  a  b e n e f i c i a r y  o f ,  o r  an  a l t e r n a t e  p a y e e  o f  a r e t i r e m e n t  p l a n ;

(3 )  " r e t i r e m e n t  p l a n "  means a r e t i r e m e n t  p l a n  t h a t  i s  

q u a l i f i e d  u n d e r  26 U .S .C .  4 0 1 ( a ) , 26 U .S .C .  4 0 3 ( a ) ,  26 U .S .C .  4 0 3 ( b ) ,  

26 U . S .C .  4 0 8 ,  o r  26 U .S .C .  409 ( I n t e r n a l  Revenue C o d e ) .

* S e c .  3 .  AS 0 9 . 3 8 . 0 2 5 ( a )  i s  amended t o  r e a d :

(a )  E x c e p t  as  p r o v i d e d  i n  t h i s  s e c t i o n  o r  AS 0 9 . 3 8 .0 1  7 , an 

i n d i v i d u a l  i s  e n t i t l e d  t o  e x e m p t i o n  o f  u n m a t u r e d  l i f e  i n s u r a n c e  and  

a n n u i t y  c o n t r a c t s  owned by  t h e  i n d i v i d u a l .  I f  t h e  c o n t r a c t s  hav e

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

g r e g a t i n g  more  t h a n  $ 5 , 0 0 0 ,  a c r e d i t o r  may o b t a i n  a c o u r t  o r d e r  r e ­

q u i r i n g  t h e  i n d i v i d u a l  d e b t o r  t o  pay  t h e  c r e d i t o r ,  and a u t h o r i z i n g  t h e  

c r e d i t o r  on t h e  d e b t o r ' s  b e h a l f  t o  o b t a i n  p aym en t  o f ,  t h e  amount o f  

CSSB 5 0 8 ( F i n )  - 2 -
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t h e  a c c r u e d  d i v i d e n d s  an d  l o a n  v a l u e s  i n  e x c e s s  o f  $ 5 ,0 0 0  o r  t h e

amount  o f  t h e  c r e d i t o r ' s  c l a i m ,  w h i c h e v e r  i s  l e s s .

* S e c .  A. AS 0 9 . 3 8 . 0 3 0 ( e )  i s  amended t o  r e a d :

(e )  The f o l l o w i n g  p r o p e r t y ,  u n l e s s  exempt: w i t h o u t  l i m i t a t i o n  

u n d e r  AS 0 9 . 3 8 . 0 1 5  o r  0 9 . 3 8 . 0 1 7 , upon  r e c e i p t  by  an d  w h i l e  i t  i s  i n

t h e  p o s s e s s i o n  o f  t h e  i n d i v i d u a l ,  s h a l l  be t r e a t e d  a s  e a r n i n g s ,  i n ­

come, c a s h ,  o r  o t h e r  l i q u i d  a s s e t s  u n d e r  t h i s  s e c t i o n :

(1)  b e n e f i t s  p a i d  b y  r e a s o n  o f  d i s a b i l i t y ,  i l l n e s s ,  o r

u n e m p lo y m e n t ;

(2)  money o r  p r o p e r t y  r e c e i v e d  f o r  a l i m o n y  o r  s e p a r a t e

m a i n t e n a n c e ;

(3)  p r o c e e d s  o f  i n s u r a n c e ,  a j u d g m e n t ,  o r  a  s e t t l e m e n t ,  o r  

o t h e r  r i g h t s  a c c r u i n g  a s  a  r e s u l t  o f  b o d i l y  i n j u r y  o f  t h e  i n d i v i d u a l  

o r  o f  t h e  w r o n g f u l  d e a t h  o r  b o d i l y  i n j u r y  o f  a n o t h e r  i n d i v i d u a l  o f  

whom t h e  i n d i v i d u a l  was o r  i s  a d e p e n d e n t ;

(A) p r o c e e d s  o r  b e n e f i t s  p a i d  o r  p a y a b l e  on t h e  d e a t h  o f  an  

i n s u r e d ,  i f  t h e  i n d i v i d u a l  was t h e  s p o u s e  o r  a d e p e n d e n t  o f  t h e  i n ­

s u r e d ;  and

(5)  am ounts  p a i d  u n d e r  a  s t o c k  b o n u s ,  p e n s i o n ,  p r o f i t -

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

r e a s o n  o f  a g e ,  i l l n e s s ,  d i s a b i l i t y ,  o r  l e n g t h  o f  s e r v i c e .

* S e c .  5 .  AS 0 9 . 3 8 . 0 5 5  i s  amended t o  r e a d :

S e c .  0 9 . 3 3 . 0 5 5 .  BANKRUPTCY PROCEEDINGS. I n  a p r o c e e d i n g  u n d e r  

11 U .S .C .  ( B a n k r u p t c y )  [THE BANKRUPTCY ACT (11 U . S . C . ) ]  o n l y  t h e

e x e m p t i o n s  u n d e r  AS 0 9 . 3 8 . 0 1 0 ,  0 9 . 3 8 . 0 1 5 ( a ) ,  0 9 . 3 8 . 0 1 7 ,  0 9 . 3 8 . 0 2 0 ,

0 9 . 3 8 . 0 2 5  and  0 9 . 3 8 . 0 3 0  a p p l y .

* S e c .  6 .  AS 0 9 . 3 8 . 0 6 0 ( a )  i s  amended t o  r e a d :

( a )  I f  p r o p e r t y ,  o r  a p a r t  o f  i t ,  t h a t  c o u l d  h a v e  b e e n  c l a i m e d  

a s  an  exem pt  h o m e s t e a d  u n d e r  AS 0 9 . 3 8 . 0 1 0 ,  a b u r i a l  p l o t  u n d e r

- 3 -  CSSB 5 0 8 ( F i n )
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AS 0 9 . 3 8 . 0 1 5 ( a ) ( 1 ) ,  a  h e a l t h  a i d  u n d e r  AS 0 9 . 3 8 . 0 1 5 ( a ) ( 2 ) ,  o r  p e r s o n a l  

p r o p e r t y  s u b j e c t  t o  a v a l u e  l i m i t a t i o n  u n d e r  AS 0 9 . 3 8 . 0 2 0 ( a ) ( 1 ) ,  o r

(2)  o r  0 9 . 3 8 . 0 2 0 ( c ) ,  h a s  b e e n  t a k e n  o r  s o l d  by c o n d e m n a t i o n ,  o r  h a s  

b e e n  l o s t ,  dam aged ,  o r  d e s t r o y e d  and  t h e  owner  h a s  b e e n  i n d e m n i f i e d  

f o r  i t ,  t h e  i n d i v i d u a l  i s  e n t i t l e d  t o  an  e x e m p t io n  o f  p r o c e e d s  t h a t  

a r e  t r a c e a b l e  f o r  12 m o n th s  a f t e r  t h e  p r o c e e d s  a r e  r e c e i v e d .  An i n d i ­

v i d u a l  i s  e n t i t l e d  t o  an  e x e m p t io n  o f  p r o c e e d s  f ro m  t h e  v o l u n t a r y  s a l e  

o f  an  exem pt  h o m e s t e a d  u n d e r  AS 0 9 . 3 8 . 0 1 0  t h a t  a r e  t r a c e a b l e  f o r  s i x  

m onths  a f t e r  t h e  p r o c e e d s  a r e  r e c e i v e d .  The e x e m p t i o n  o f  p r o c e e d s  

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

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

v a l u e  l i m i t a t i o n  o t h e r w i s e  a l l o w a b l e  u n d e r  AS 0 9 . 3 8 . 0 2 0  [AS 0 9 . 3 8 . 0 1 0  

OR 0 9 . 3 8 . 0 2 0 ] .

* S e c .  7.  AS 0 9 . 3 8 . 0 6 5 ( a )  i s  amended t o  r e a d :

(a )  N o t w i t h s t a n d i n g  o t h e r  p r o v i s i o n s  o f  t h i s  c h a p t e r  e x c e p t  

AS 0 9 . 3 8 . 0 1 0 .

(1)  a c r e d i t o r  may make a  l e v y  a g a i n s t  exem pt  p r o p e r t y  o f  

any k i n d  t o  e n f o r c e  a c l a i m  f o r

(A) c h i l d  s u p p o r t ;

(B) u n p a i d  e a r n i n g s  o f  up  t o  one m o n t h ' s  c o m p e n s a t i o n  

o r  t h e  f u l l - t i m e  e q u i v a l e n t  o f  one  m o n t h ' s  c o m p e n s a t i o n  f o r  

p e r s o n a l  s e r v i c e s  o f  an  em p lo y e e ;  o r

(C) s t a t e  o r  l o c a l  t a x e s ;  and

(2)  a c r e d i t o r  may make a  l e v y  a g a i n s t  exem pt  p r o p e r t y  t o  

e n f o r c e  a c l a i m  f o r

(A) t h e  p u r c h a s e  p r i c e  o f  t h e  p r o p e r t y  o r  a l o a n  made 

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

p r o p e r t y  and  u s e d  f o r  t h a t  p u r p o s e ;

(B) l a b o r  o r  m a t e r i a l s  f u r n i s h e d  t o  make,  r e p a i r ,  

CSSB 5 0 8 ( F i n )  - 4 -
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i m p ro v e ,  p r e s e r v e ,  s t o r e ,  o r  t r a n s p o r t  t h e  p r o p e r t y ;  and

(C) a  s p e c i a l  a s s e s s m e n t  im posed  t o  d e f r a y  c o s t s  o f  a 

p u b l i c  im p ro v em en t  b e n e f i t i n g  t h e  p r o p e r t y .

* S e c .  8 .  AS 0 9 . 3 8 . 0 6 5 ( b )  i s  amended t o  r e a d :

(b )  E x c e p t  a s  p r o v i d e d  i n  AS 0 9 . 3 8 . 0 7 0  l i m i t i n g  t h e  e n f o r c e m e n t  

o f  c e r t a i n  s e c u r i t y  i n t e r e s t s  an d  i n  AS 0 9 . 3 8 . 0 1 0 , t h i s  c h a p t e r  does  

n o t  a f f e c t  any s t a t u t o r y  l i e n  o r  s e c u r i t y  i n t e r e s t  i n  exem pt  p r o p e r t y .

* S e c .  9 .  AS 0 9 . 3 8 . 1 0 5  i s  amended t o  r e a d :

S e c .  0 9 . 3 8 . 1 0 5 .  WAIVER OF EXEMPTION. I. w a i v e r  o f  e x e m p t io n  

e x e c u t e d  i n  f a v o r  o f  an  u n s e c u r e d  c r e d i t o r  b e f o r e  l e v y  on  an  i n d i v i d u ­

a l  ' s  p r o p e r t y  i s  u n e n f o r c e a b l e ,  b u  a  v a l i d  s e c u r i t y  i n t e r e s t  may be 

g i v e n  i r  exem pt  p r o p e r t y , e x c e p t  t h a t  a v a l i d  s e c u r i t y  i n t e r e s t  may 

n o t  be  g i v e n  by an i n d i v i d u a l  i n  t h e  i n d i v i d u a l ' s  h o m e s t e a d  u n l e s s  t h e  

s e c u r i t y  i n t e r e s t  i s  an  en cu m b ra n c e  a l l o w e d  u n d e r  AS 0 9 . 3 8 . 0 1 0 .

* S e c .  10 .  AS 3 4 . 0 8 . 4 7 0 ( b )  i s  amended t o  r e a d :

(b )  A l i e n  u n d e r  t h i s  s e c t i o n  i s  p r i o r  t o  a l l  o t h e r  l i e n s  and

e n c u m b r a n c e s  on a  u n i t  e x c e p t  (1 )  a l i e n  and e n c u m b ra n c e  r e c o r d e d  

b e f o r e  t h e  r e c o r d a t i o n  o f  t h e  d e c l a r a t i o n  and ,  i n  a c o o p e r a t i v e ,  a 

l i e n  a n d  en c u m b ra n c e  w h ic h  t h e  a s s o c i a t i o n  c r e a t e s ,  a s s u m e s ,  o r  t a k e s  

s u b j e c t  t o ;  (2)  a  f i r s t  s e c u r i t y  i n t e r e s t  on t h e  u n i t  r e c o r d e d  b e f o r e

t h e  d a t e  on w h ic h  t h e  a s s e s s m e n t  s o u g h t  t o  be e n f o r c e d  becam e d e l i n ­

q u e n t ,  o r ,  i n  a  c o o p e r a t i v e ,  t h e  f i r s t  s e c u r i t y  i n t e r e s t  e n c u m b e r in g  

o n l y  t h e  i n t e r e s t  o f  t h e  u n i t  owner  an d  p e r f e c t e d  b e f o r e  t h e  d a t e  on 

w h ic h  t h e  a s s e s s m e n t  s o u g h t  t o  be  e n f o r c e d  became d e l i n q u e n t ;  and  (3)  

a l i e n  f o r  r e a l  e s t a t e  t a x e s  and  o t h e r  g o v e r n m e n t a l  a s s e s s m e n t s  o r

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

a l s o  p r i o r  t o  a l l  s e c u r i t y  i n t e r e s t s  d e s c r i b e d  i n  (2 )  o f  t h i s  s u b s e c ­

t i o n  i f  t h e  common e x p e n s e  a s s e s s m e n t s  b a s e d  on t h e  p e r i o d i c  b u d g e t  

a d o p t e d  by t h e  a s s o c i a t i o n  u n d e r  AS 3 4 . 0 8 . 4 6 0 ( a )  w o u ld  h a v e  become due

-5- CSSB 5 0 8 (Fin)
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i n  t h e  a b s e n c e  o f  a c c e l e r a t i o n  d u r i n g  t h e  s i x  m on ths  i m m e d i a t e l y  

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

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

l i e n ,  o r  t h e  p r i o r i t y  o f  a  l i e n  f o r  o t h e r  a s s e s s m e n t s  made by  t h e  

a s s o c i a t i o n .  [A LIEN UNDER THIS SECTION IS NOT SUBJECT TO THE PRO- 

6 VISIONS OF AS 0 9 . 3 8 . 0 1 0 . ]

S e c .  11. AS 0 9 . 3 8 . 0 1 7 ,  ad d e d  by s e c .  2 o f  t h i s  A c t ,  d o e s  n o t  a p p l y  t o  

t h e  a s s e t s  o f  a  b a n k r u p t c y  e s t a t e  i n  a p r o c e e d i n g  f i l e d  u n d e r  11 U .S .C .  

( B a n k r u p t c y )  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t .

CSSB 5 0 8 (Fin) -6 -
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5 - 2 1 2 3 L ^
E a n n is te r
4 / 2 8 / 8 8

O r i g i n a l  s p o n s o r :  J u d i c i a r y  C om m it tee

IN THE SENATE BY Tffl: FINANCE COMMITTEE

CS FOR SENATE BILL NO. 508 ( F i n a n c e )

IN THE LEGISLATURE OF THE STATE OF  ALASKA 

FIFTEENTH LEGISLATURE -  SECOND SESSION

A BILL /

F o r  an  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o / p r o p e r t y  e x e m p t i o n s  f o r  home­

s t e a d s  and  f o r  c e r t a i n  r e t i r e m e n t  p l a n  i n t e r e s t s  and  

p a y m e n t s . "  /

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

* S e c t i o n  1. AS 0 9 . 3 8 . 0 1 0 ( a )  i s  .amended t o  r e a d :

( a )  An i n d i v i d u a l  i s  e n / c i t l e d  t o  a n  e x e m p t i o n  a s  a h o m e s t e a d  o f  

t h e  i n d i v i d u a l ' s  i n t e r e s t  i n  p r o p e r t y  i n  t h i s  s t a t e  u s e d  a s  t h e  p r i n ­

c i p a l  r e s i d e n c e  o f  t h a t  i n d i v i d u a l  o r  t h e  d e p e n d e n t s  o f  t h a t  i n d i v i d u -  j 

a l  e x c e p t  f o r  e n c u m b r a n c e s  p r o p e r l y  e s t a b l i s h e d  on t h e  p r o p e r t y .

E nc um brances  may n o t  b e / e s t a b l i s h e d  on t h e  p r o p e r t y  e x c e p t

(1 )  by t h e ^ e l l e r  f o r  t h e  p u r c h a s e  p r i c e  o f  t h e  p r o p e r t y ;

(2)  f o r  m u n i c i p a l  ad  v a l o r e m  p r o p e r t y  t a x a t i o n ;

(3 )  f o r / w o r k e r s '  and  m a t e r i a l  l i e n s  f o r  im p ro v e m e n ts  t o  t h e  

p r o p e r t y  i f  c o n t r a c t e d  f o r  i n  w r i t i n g  b e f o r e  t h e  l a b o r  was p e r f o r m e d  

o r  m a t e r i a l  w a s / f u r n i s h e d  [ ,  BUT THE VALUE OF THE HOMESTEAD EXEMPTION 

MAY NOT EXCEEd / $ 2 7  , 0 0 0 ] .

* S e c .  2 .  AS 0 / 9 .3 8 . 0 1 0 ( c )  i s  amended t o  r e a d :

( c )  I f  p r o p e r t y  t h a t  i n c l u d e s  a h o m e s t e a d  i s  s o l d  u n d e r  an

e x e c u t i o n , / t h e  s a l e  becom es  e f f e c t i v e  u p o n  c o n f i r m a t i o n  b y  o r d e r  o f  

t h e  court.  The c o u r t  s h a l l  e n t e r  t h e  o r d e r  o f  c o n f i r m a t i o n  u n l e s s ,  

w i t h i n  60  d a y s  a f t e r  t h e  s a l e ,  t h e  i n d i v i d u a l  r e p u r c h a s e s  t h e  p r o p e r t y  

u n d e r / t h i s  s e c t i o n  o r  t h e  c o u r t  e x t e n d s  t h e  t i m e  f o r  c o n f i r m a t i o n  upon 

t h e  f i l i n g  o f  a t i m e l y  m o t i o n  by  a p a r t y  i n  i n t e r e s t .  The i n d i v i d u a l

may r e p u r c h a s e  p r o p e r t y ,  i n c l u d i n g  t h a t  i n d i v i d u a l ' s  h o m e s t e a d ,  a t  a

- 1 -  CSSB 5 0 8 ( F in )
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s a l e  on e x e c u t i o n  b e f o r e  c o n f i r m a t i o n  by  p a y i n g  i n t o  c o u r t  t h e  c o s t s  

o f  t h e  s a l e  p l u s  t h e  amount o f  c l a i m  a u t h o r i z e d  u n d e r  ( a )  o f  t h i s  

s e c t i o n  [LESSER OF EITHER (1)  THE DIFFERENCE BETWEEN THE HIGHEST BID 

AND THE AMOUNT OF THE EXEMPTION IN THE PROPERTY, OR (2 )  THE AMOUNT OF 

THE CREDITOR'S CLAIM]. I f  t h e  i n d i v i d u a l  does  n o t  e x e r c i s e  t h e  r e p u r ­

c h a s e  r i g h t  u n d e r  t h i s  s u b s e c t i o n ,  t h e  c l e r k  o f  t h e  c o u r t  s h a l l  f i r s t  

r e m i t  an  amount  d e t e r m i n e d  t o  b e  exem pt  t o  t h e  i n d i v i d u a l  f ro m  t h e  

p r o c e e d s  o f  s a l e  and  t h e  b a l a n c e  l e s s  t h e  c o s t  o f  t h e  s a l e  t o  t h e  

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

a  j u d g m e n t  a f t e r  r e p u r c h a s e  o f  p r o p e r t y  by an  i n d i v i d u a l  u n d e r  t h i s  

s u b s e c t i o n ,  t h e  c r e d i t o r  o r  t h e  c r e d i t o r ' s  a s s i g n e e  may n o t  make 

a n o t h e r  l e v y  on t h e  p r o p e r t y  r e p u r c h a s e d .

* S e c .  3 .  AS 0 9 . 3 8 . 0 1 0  i s  amended by  a d d i n g  a new s u b s e c t i o n  t o  r e a d :

(e )  I n  t h i s  s e c t i o n ,  a  " h o m e s t e a d "  i s

(1)  an  u r b a n  home o r  a p l a c e  t o  e x e r c i ' e  a  c a l l i n g  o r  

b u s i n e s s ,  i n  an  u r b a n  a r e a ,  o f  a f a m i l y  o r  a s i n g l e  a d u l t  i n d i v i d u a l ,  

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

a n  a c r e  o f  l a n d  t h a t  may be  i n  one  o r  more l o t s , t o g e t h e r  w i t h  any 

im p ro v e m e n t s  on t h e  l a n d ;  o r

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

t h a t  may b e  i n  one  o r  m ore  p a r c e l s ,  w i t h  t h e  i m p ro v e m e n t s  t h a t  a r e  on 

t h e  l a n d ,  o f

(A) 200 a c r e s  i f  c l a i m e d  by  a f a m i l y ;  o r

(B) 100 a c r e s ,  i f  c l a i m e d  by  an i n d i v i d u a l .

* S e c .  4 .  AS 0 9 . 3 8  i s  amended by  a d d i n g  a  new s e c t i o n  t o  r e a d :

S e c .  0 9 . 3 8 . 0 1 7 .  EXEMPTION OF RETIREMENT PLAN INTERESTS AND PAY­

MENTS. ( a )  I n  a d d i t i o n  t o  t h e  e x e m p t io n  u n d e r  AS 0 9 . 3 8 . 0 1 5 ( b ) ,  t h e  

f o l l o w i n g  a r e  exem pt  f ro m  a c l a i m  o f  an  i n d i v i d u a l ' s  c r e d i t o r :

(1 )  t h e  i n t e r e s t  o f  t h e  i n d i v i d u a l  i n  a  r e t i r e m e n t  p l a n ;

CSSB 5 0 8 (Fin) -2-
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and

(2 )  t h e  money o r  o t h e r  a s s e t s  p a y a b l e  t o  t h e  i n d i v i d u a l  

f ro m  a r e t i r e m e n t  p l a n .

(b )  The e x e m p t i o n s  p r o v i d e d  b y  ( a )  o f  t h i s  s e c t i o n  do n o t  a p p l y  

t o  a c o n t r i b u t i o n  made b y  an  i n d i v i d u a l  t o  a r e t i r e m e n t  p l a n  w i t h i n  

120 d ay s  b e f o r e  t h e  i n d i v i d u a l  f i l e s  f o r  b a n k r u p t c y .

( c )  The e x e m p t i o n s  p r o v i d e d  by  ( a )  o f  t h i s  s e c t i o n  do n o t  p r e ­

v e n t  t h e  p aym en t  o f  b e n e f i t s  u n d e r  a  r e t i r e m e n t  p l a n  t o  an  a l t e r n a t e  

p a y e e  u n d e r  a  q u a l i f i e d  d o m e s t i c  r e l a t i o n s  o r d e r .  I n  t h i s  s u b s e c t i o n ,  

" q u a l i f i e d  d o m e s t i c  r e l a t i o n s  o r d e r "  h a s  t h e  m e an in g  g i v e n  i n  26 

U .S .C .  4 1 4 ( p ) .

(d )  A r e t i r e m e n t  p l a n  exem pt  f ro m  c l a i m s  u n d e r  ( a )  o f  t h i s  

s e c t i o n  i s  c o n c l u s i v e l y  p re su m e d  t o  be  a  s p e n d t h r i f t  t r u s t  u n d e r  t h i s  

s e c t i o n .

( e )  I n  t h i s  s e c t i o n ,

(1)  " a l t e r n a t e  p a y e e "  h a s  t h e  m ean in g  g i v e n  i n  26 U .S .C .

4 1 4 ( p , ( 8 ) ;

(2 )  " i n d i v i d u a l "  means a n  i n d i v i d u a l  who i s  a p a r t i c i p a n t  

i n ,  a  b e n e f i c i a r y  o f ,  o r  an  a l t e r n a t e  p a y e e  o f  a  r e t i r e m e n t  p l a n ;

(3)  " r e t i r e m e n t  p l a n "  means  a  r e t i r e m e n t  p l a n  t h a t  i s  

q u a l i f i e d  u n d e r  26 U .S .C .  4 0 1 ( a ) ,  26 U .S .C .  4 0 3 ( a ) ,  26 U .S .C .  4 0 3 ( b ) ,  

26 U .S .C .  408 ,  o r  26 U .S .C .  409 ( I n t e r n a l  Revenue C o d e ) .

* S e c .  5 .  AS 0 9 . 3 8 . 0 2 5 ( a )  i s  amended t o  r e a d :

( a )  E x c e p t  a s  p r o v i d e d  i n  t h i s  s e c t i o n  o r  AS 0 9 . 3 8 . 0 1 7 , an  

i n d i v i d u a l  i s  e n t i t l e d  t o  e x e m p t i o n  o f  u n m a t u r e d  l i f e  i n s u r a n c e  and 

a n n u i t y  c o n t r a c t s  owned by  t h e  i n d i v i d u a l .  I f  t h e  c o n t r a c t s  h a v e  

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

g r e g a t i n g  more t h a n  $ 5 , 0 0 0 ,  a c r e d i t o r  may o b t a i n  a  c o u r t  o r d e r  r e ­

q u i r i n g  t h e  i n d i v i d u a l  d e b t o r  t o  p ay  t h e  c r e d i t o r ,  and  a u t h o r i z i n g  t h e

-3- CSSB 5 0 8 (Fin)
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c r e d i t o r  on t h e  d e b t o r ' s  b e h a l f  t o  o b t a i n  paym en t  o f ,  t h e  amount o f  

t h e  a c c r u e d  d i v i d e n d s  an d  l o a n  v a l u e s  i n  e x c e s s  o f  $ 5 ,0 0 0  o r  t h e  

amount o f  t h e  c r e d i t o r ' s  c l a i m ,  w h i c h e v e r  i s  l e s s .

* S e c .  6 .  AS 0 9 . 3 8 . 0 3 0 ( e )  i s  amended t o  r e a d :

( e )  The f o l l o w i n g  p r o p e r t y ,  u n l e s s  exem pt  w i t h o u t  l i m i t a t i o n  

u n d e r  AS 0 9 . 3 8 .0 1 5  o r  0 9 . 3 8 . 0 1 7 , upon  r e c e i p t  by  and  w h i l e  i t  i s  i n  

t h e  p o s s e s s i o n  o f  t h e  i n d i v i d u a l ,  s h a l l  be  t r e a t e d  a s  e a r n i n g s ,  i n ­

come,  c a s h ,  o r  o t h e r  l i q u i d  a s s e t s  u n d e r  t h i s  s e c t i o n :

(1)  b e n e f i t s  p a i d  by r e a s o n  o f  d i s a b i l i t y ,  i l l n e s s ,  o r  

u n e m p lo y m e n t ;

(2)  money o r  p r o p e r t y  r e c e i v e d  f o r  a l i m o n y  o r  s e p a r a t e  

m a i n t e n a n c e ;

(3)  p r o c e e d s  o f  i n s u r a n c e ,  a j u d g m e n t ,  o r  a  s e t t l e m e n t ,  o r  

o t h e r  r i g h t s  a c c r u i n g  a s  a r e s u l t  o f  b o d i l y  i n j u r y  o f  t h e  i n d i v i d u a l  

o r  o f  t h e  w r o n g f u l  d e a t h  o r  b o d i l y  i n j u r y  o f  a n o t h e r  i n d i v i d u a l  o f  

whom t h e  i n d i v i d u a l  was o r  i s  a  d e p e n d e n t ;

(4)  p r o c e e d s  o r  b e n e f i t s  p a i d  o r  p a y a b l e  on t h e  d e a t h  o f  an  

i n s u r e d ,  i f  t h e  i n d i v i d u a l  was t h e  s p o u s e  o r  a d e p e n d e n t  o f  t h e  i n ­

s u r e d ;  and

(5)  am ounts  p a i d  u n d e r  a s t o c k  b o n u s ,  p e n s i o n ,  p r o f i t -  

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

r e a s o n  o f  a g e ,  i l l n e s s ,  d i s a b i l i t y ,  o r  l e n g t h  o f  s e r v i c e .

* S e c .  7 .  AS 0 9 . 3 8 .0 5 5  i s  amended t o  r e a d :

S e c .  0 9 . 3 8 . 0 5 5 .  BANKRUPTCY PROCEEDINGS. I n  a p r o c e e d i n g  u n d e r  

11 U . S .C .  ( B a n k r u p tc y )  [THE BANKRUPTCY ACT (11 U . S . C . ) ]  o n l y  t h e

e x e m p t i o n s  u n d e r  AS 0 9 . 3 8 . 0 1 0 ,  0 9 . 3 8 . 0 1 5 ( a ) ,  0 9 . 3 8 . 0 1 7 ,  0 9 . 3 8 . 0 2 0 ,

0 9 . 3 8 . 0 2 5  and 0 9 . 3 8 .0 3 0  a p p l y .

* S e c .  8 .  AS 0 9 . 3 8 . 0 6 5 ( a )  i s  amended t o  r e a d :

( a )  N o t w i t h s t a n d i n g  o t h e r  p r o v i s i o n s  o f  t h i s  c h a p t e r  e x c e p t  

CSSB 5 0 8 ( F i n )  - 4 -
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AS 0 9 . 3 8 . 0 1 0 ,

(1)  a  c r e d i t o r  may make a  l e v y  a g a i n s t  exem pt  p r o p e r t y  o f  

any  k i n d  t o  e n f o r c e  a  c l a i m  f o r

(A) c h i l d  s u p p o r t ;

(B) u n p a i d  e a r n i n g s  o f  up t o  one  m o n t h ' s  c o m p e n s a t i o n  

o r  t h e  f u l l - t i m e  e q u i v a l e n t  o f  one  m o n t h ' s  c o m p e n s a t i o n  f o r  

p e r s o n a l  s e r v i c e s  o f  an  e m p lo y e e ;  o r

(C) s t a t e  o r  l o c a l  t a x e s ;  an d

( 2 )  a  c r e d i t o r  may make a l e v y  a g a i n s t  ex em p t  p r o p e r t y  t o  

e n f o r c e  a c l a i m  f o r

(A) t h e  p u r c h a s e  p r i c e  o f  t h e  p r o p e r t y  o r  a l o a n  made 

f o r  t h e  e x p r e s s  p u r p o s e  o f  e n a b l i n g  an  i n d i v i d u a l  t o  p u r c h a s e  t h e  

p r o p e r t y  a n d  u s e d  f o r  t h a t  p u r p o s e ;

(B) l a b o r  o r  m a t e r i a l s  f u r n i s h e d  t o  make,  r e p a i r ,

i m p r o v e ,  p r e s e r v e ,  s t o r e ,  o r  t r a n s p o r t  t h e  p r o p e r t y ;  and

(C) a  s p e c i a l  a s s e s s m e n t  im p o sed  t o  d e f r a y  c o s t s  o f  a 

p u b l i c  im p ro v em en t  b e n e f i t i n g  t h e  p r o p e r t y .

* S e c .  9 .  AS 0 9 . 3 8 . 0 1 0 ( b )  i s  r e p e a l e d .

* S e c .  10. AS 0 9 . 3 8 . 0 1 7 ,  a d d e d  by  s e c .  4 o f  t h i s  A c t ,  d o e s  n o t  a p p l y  t o

t h e  a s s e t s  o f  a  b a n k r u p t c y  e s t a t e  i n  a  p r o c e e d i n g  f i l e d  u n d e r  11 U .S .C .

( B a n k r u p t c y )  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t .

- 5 -  CSSB 5 0 8 ( F in )

.   _
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S e n a t e

D A T E :  A p r i l  2 2 ,  1988

certa in ret irement plan in te res ts  and payments .

I re spec t fu l ly  reques t  tha t  the  Senate Finance Committee schedule 
Seriate Bil l 508 fo r  consideration as soon as poss ib le .
The p roposa l has passed out o f  the Senate Jud ic ia ry  Committee. 
Essen t ia l ly ,  the bil l adds a new presumption based on Kansas law 
which would al low a person in b ank ru p tc y  to exc lude certain qua l i f y ing  
pension funds  by t rea t ing  those p lans as spend th r i f t  t r u s t s .  By 
exc lud ing these p lan s ,  b an k ru p tc y  c red i to r s  would not have access to 
the funds .
Severa l  s tates have recen t ly  adopted similar legis lat ion and I be l ieve it 
would go a long way to p ro tec t  the " f u tu r e  nest egg" o f  many A laskans ,  
p a r t i cu la r ly  those who a re  concerned about loosing it al l as a re su l t  o f  
the economic d own - tu rn .
Th is  proposa l has no f iscal impact and is a timely issue ,  p a r t i c u la r l y  in 
view o f  the antic ipated increase in bank rup tc ie s  combined with the 
pain fu l real ization that even more A laskans  a re  being f inancia l ly  
squeezed out o f  the sta te .  Th is  p roposa l  would she l te r  qua l i f ied 
pension funds from b ank rup tc y  c red i t o r s  and p rov ide  some secu r i ty  fo r  
the retirement y e a r s .
I f  I can p rov ide  you with any  addi t ional in fo rmat ion ,  or  i f  you have any 
ques t ions ,  please let me know.
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I n t r o d u c e d :  4 / 1 4 / 8 8  5 - 2 1 2 3 A

R e f e r r e d :  J u d i c i a r y  and F i n a n c e

I N  T H E  S E N A T E  B Y  TH E  J U D I C I A R Y  C O M M I T T E E

S E N A T E  B I L L  NO. 508 

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

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

A  B I L L

F o r  a n  A ct e n t i tled: " A n  Ac t  r e l a t i n g  to p r o p e r t y  e x e m p t i o n s  for c e r t a i n

r e t i r e m e n t  p l a n  i n t e r e s t s  a n d  p a y m e n t s . "

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

*  S e c t i o n  1. A S  0 9 . 3 8  is a m e n d e d  by  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 09 . 3 8 . 0 1 7 .  E X E M P T I O N  O F  R E T I R E M E N T  P L A N  I N T E R E S T S  A N D  P A Y­

MENTS. (a) In a d d i t i o n  to t he e x e m p t i o n  u n d e r  A S  0 9 . 3 8 . 0 1 5 ( b ) ,  th e  

f o l l o w i n g  a r e  e x e m p t  f r o m  a c l a i m  of an i n d i v i d u a l ' s  creditor:

(1) t he i n t e r e s t  of  the i n d i v i d u a l  in  a r e t i r e m e n t  plan;

a n d

(2) t h e  m o n e y  or o t h e r  a s s e t s  p a y a b l e  to the i n d i v i d u a l  

f r o m  a r e t i r e m e n t  plan.

(b) T h e  e x e m p t i o n s  p r o v i d e d  b y  (a) of t his s e c t i o n  do  not a p p l y  

to a c o n t r i b u t i o n  made b y  an i n d i v i d u a l  to a r e t i r e m e n t  p l a n  w i t h i n  

120 d a y s  b e f o r e  the i n d i v i d u a l  files for b a n k r u p t c y .

(c) T h e  e x e m p t i o n s  p r o v i d e d  by  (a) of t his s e c t i o n  do  not p r e­

v e n t  th e  p a y m e n t  of  b e n e f i t s  u n d e r  a r e t i r e m e n t  p l a n  to an  a l t e r n a t e

p a y e e  u n d e r  a q u a l i f i e d  d o m e s t i c  r e l a t i o n s  order. I n  this sub s e c t i o n ,  

" q u a l i f i e d  d o m e s t i c  r e l a t i o n s  o r d e r "  h a s  the m e a n i n g  g i v e n  in 26

U . S . C .  4 1 4 ( p ) .

(d) A  re t i r e m e n t  p l a n  e x e m p t  f r o m  c l aims u n d e r  (a) o f  this

s e c t i o n  is c o n c l u s i v e l y  p r e s u m e d  to be a s p e n d t h r i f t  trust u n d e r  this 

section.

(e) I n  this section,

(1) " a l t e r n a t e  p a y e e "  h a s  the m e a n i n g  g i v e n  i n  26 U.S.C.
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#

1 4 1 4 ( P )(8);

2 (2) " i n d i v i d u a l "  m e a n s  an i n d i v i d u a l  w h o  is a p a r t i c i p a n t

3 in, a b e n e f i c i a r y  of, or a n  a l t e r n a t e  p a y e e  of a r e t i r e m e n t  plan;

4 (3) " r e t i r e m e n t  p l an" m e a n s  a r e t i r e m e n t  p l a n  that is

5 q u a l i f i e d  u n d e r  26 U.S.C. 4 0 1 (a), 26 U.S. C .  4 0 3 (a), 26 U.S.C. 403(b),

6 26 U . S . C .  408, or  20 U.S.C. 409 (Internal R e v e n u e  Code).

7 *  Sec. 2. AS  0 9 . 3 8 . 0 2 5 ( a )  is a m e n d e d  to  read:

8 (a) E x c e p t  as p r o v i d e d  in  this s e c t i o n  or A S  09■38.017, an

9 i n d i v i d u a l  is e n t i t l e d  to e x e m p t i o n  of  u n m a t u r e d  life i n s u r a n c e  and

10 a n n u i t y  c o n t r a c t s  o w n e d  b y  the ind i v i d u a l .  If the c o n t r a c t s  have

11 a c c r u e d  d i v i d e n d s  a n d  loa n  v a l u e s  a v a i l a b l e  to the i n d i v i d u a l  ag-

12 g r e g a t i n g  m o r e  tha n  $5,000, a c r e d i t o r  m a y  o b t a i n  a c o urt o r d e r  re-

13 q u i r i n g  the i n d i v i d u a l  d e b t o r  to p ay t he c r e d i t o r ,  a nd a u t h o r i z i n g  the

14 c r e d i t o r  o n  t he d e b t o r ' s  b e h a l f  to o b t a i n  p a y m e n t  of, the a m o u n t  of

15 t he a c c r u e d  d i v i d e n d s  and loan v a l u e s  in e x c e s s  of $ 5 , 0 0 0  or  the

16 a m o u n t  of the c r e d i t o r ' s  claim, w h i c h e v e r  is less.

17 * Sec. 3. AS  0 9 . 3 8 . 0 3 0 ( e )  is a m e n d e d  to read:

18 (e) The f o l l o w i n g  p r o p e r t y ,  u n l e s s  e x e m p t  w i t h o u t  l i m i t a t i o n

19 u n d e r  A S  0 9 . 3 8 . 0 1 5  o r  0 9 . 3 8 . 0 1 7 , u p o n  r e c e i p t  by a nd w h i l e  it is in

20 the p o s s e s s i o n  of the i n d i vidual, s h all be t r e a t e d  as e a r n i n g s ,  in-

2 1  come, cash, or  o t h e r  l i q u i d  asse t s  u n d e r  t his section:

22 (1) b e n e f i t s  p a i d  by r e a s o n  o f  d i s a b i l i t y ,  i l l ness, or

23 u n e m p l o y m e n t ;

24  (2) m o n e y  or p r o p e r t y  r e c e i v e d  for a l i m o n y  o r  s e p a r a t e

25 m a i n t e n a n c e ;

26 (3) p r o c e e d s  of insurance, a j u d g m e n t ,  or a  s e t t l e m e n t ,  or

27 o t h e r  righ t s  a c c r u i n g  as a  result of b o d i l y  i n j u r y  of the i n d i v i d u a l

28 or  of  the w r o n g f u l  d e a t h  o r  b o d i l y  i n j u r y  of a n o t h e r  i n d i v i d u a l  of

29 w h o m  the i n d i v i d u a l  w a s  o r  is a de p e n d e n t ;
w
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(4) p r o c e e d s  or b e n e f i t s  p a i d  or p a y a b l e  on  the d e a t h  of  an 

insured, if the i n d i v i d u a l  w a s  the s p o u s e  or  a d e p e n d e n t  of the i n­

sured; a nd

(5) a m o u n t s  p a i d  u n d e r  a s t o c k  b o nus, p e n s i o n ,  p r o f i t -  

sharing, annui t y ,  or s i m i l a r  p l a n  or c o n t r a c t ,  p r o v i d i n g  b e n e f i t s  by 

r e a s o n  of age, illness, d i s a b i l i t y ,  or l e n g t h  of service.

*  Sec. 4. A S  0 9 , 3 8 . 0 5 5  is a m e n d e d  to read:

Sec. 0 9 . 3 8.055. B A N K R U P T C Y  P R O C E E D I N G S .  In a p r o c e e d i n g  u n d e r  

11 U . S.C. (Ban k r u p t c y )  [THE B A N K R U P T C Y  A C T  (11 U . S . C . ) ]  o n l y  the

e x e m p t i o n s  u n d e r  AS 0 9 . 3 8 . Old, 0 9 . 3 8 . 0 1 5 ( a ) ,  0 9 . 3 8 . 0 1 7  , 0 9 . 3 8 . 0 2 0 ,

0 9 . 3 8 . 0 2 5  an d  0 9 . 3 8 . 0 3 0  apply.

* Sec. 5. A S  0 9 . 3 8 . 0 1 7 ,  a d ded by sec. 1 of  this Act, does not a p p l y  to 

the a s s e t s  of a b a n k r u p t c y  e s t a t e  in a p r o c e e d i n g  f i l e d  u n d e r  11 U . S.C. 

( B a n k r u p t c y )  b e f o r e  t h e  e f f e c t i v e  dat e  of thi s  Act.
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FIRST COMMITTEE OF REFERRAL

D a te  o f  5-DAY NOTICE
IN ACCORDANCE WITH UNIFORM RULE 23

**FISCAL NOTE(S) ATTACHED **
IN ACCORDANCE WITH AS 24 .0 '370 l3  
( s e e  b e lo w )

FURTHER

4 / 1 4 / 8 8  ,
Mr. P r e s i d e n t :

DATE TURNED INTO OFFICE

J u d i c i a r y Com m it tee  c o n s i d e r e d .SB. 5.Q.3

p r o p e r t y  e x e m p t i o n s  f o r  c e r t a i n  r e t i r e m e n t  p l a n  i n t e r e s t s  an d  p a y m e n ts

an d  recommended:

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

a t t a c h e d  am en d m en t( s )  and  

d6 p a s s  

] do n o t  p a s s  

[ ] no  r e c o m m e n d a t io n

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

[ ] f u r t h e r  r e f e r r a l  t o _________

[] same t i t l e  
[]  new t i t l e

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

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

OTHER RECOMMENDATIONS

A ' A  V ) J

[ ] Committee Backup Attached

jZ &ft  —>
an  s i g n a t u r e  a n a  r e c o m m e n d a t io n




