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The H o n o ra b le  P a t  C a rn e y , C o -C h a ir
The H o n o ra b le  G e o rg ia n n a  L in c o ln ,  C o -C h a ir
H ouse HESS C om m ittee
P .O . B ox V
Ju n e a u , A la s k a  9 9 8 1 1
D e a r R e p r e s e n t a t iv e s  C a rn ey  and L in c o ln :
I  am w r i t i n g  t o  r e q u e s t  t h a t  th e  HESS C om m ittee s c h e d u le  HB 2 9 1 , 
r e l a t i n g  t o  c la im s  on  a p e rm anen t fu n d  d iv id e n d ,  a t  i t s  e a r l i e s t  
c o n v e n ie n c e . T h is  b i l l  was in t r o d u c e d  a t  t h e  r e q u e s t  o f  th e  
A la s k a  Supreme C o u r t ,  and was d r a f t e d  w ith  th e  a s s i s t a n c e  o f  th e  
D ep a rtm en t o f  Law and th e  D ep a rtm en t o f  R evenu e . I t s  p r im a r y  
p u rp o s e  i s  t o  im p ro v e  th e  p ro c e d u re s  s u r r o u n d in g  e x e c u t io n  b y  a 
c r e d i t o r  on  th e  p e rm anen t fu n d  d iv id e n d  o f  a d e b t o r .
As you  know , e x i s t i n g  law  p r o v id e s  t h a t  a c r e d i t o r  may e x e c u te  on 
t h e  d iv id e n d  o f  a d e b t o r ,  j u s t  a s  a c r e d i t o r  may e x e c u te  on  a 
d e b t o r ' s  b an k  a c c o u n t o r  o t h e r  p r o p e r t y .  The amount w h ich  th e  
c r e d i t o r  may s e i z e  i s  l im i t e d  t o  55% o f  a d iv id e n d , u n le s s  th e  
c r e d i t o r  i s  e x e c u t in g  on th e  d iv id e n d  i n  o r d e r  t o  s a t i s f y  a c h i l d  
s u p p o r t  o b l i g a t i o n ,  c o u r t - o r d e r e d  r e s t i t u t i o n ,  o r  a d e b t owed t o  
t h e  s t a t e .  In  su ch  c a s e s ,  th e  e n t i r e  d iv id e n d  may be s e i z e d .
The c u r r e n t  p ro c e d u re s  s u r r o u n d in g  e x e c u t io n  on  a d iv id e n d  a r e  
c o n t r a d i c t o r y ,  cum bersom e, e x p e n s iv e , and f r e q u e n t ly  f a i l  t o  
g iv e  a d e q u a te  n o t i c e  t o  t h e  d e b t o r .  S p e c i f i c  p ro b le m s , and th e  
c o r r e c t i o n s  p ro p o s e d  i n  HB 2 9 1 , a r e  as f o l l o w s :
1 . E x i s t i n g  law  r e q u i r e s  th e  c r e d i t o r  t o  s e r v e  n o t i c e  o f  th e  

e x e c u t io n  on  th e  d e b t o r .  T h is  c a u se s  s e v e r a l  p ro b le m s . 
F i r s t ,  a s id e  from  b e in g  u n w ie ld y  and e x p e n s iv e , e x i s t i n g  
n o t i c e  p ro c e d u re s  a r e  u n n e c e s s a r y , s in c e  th e  D e p a rtm en t o f  
R evenue a u t o m a t i c a l ly  n o t i f i e s  a d e b t o r  t h a t  th e  d iv id e n d
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has b een  s e i z e d .  S e c on d , th e  c r e d i t o r  f r e q u e n t l y  d oe s  n o t  
know w here th e  d e b t o r  can  be re a c h e d  in  o r d e r  t o  be  n o t i f i e d  
o f  t h e  c la im . G re a t  e x p en se  c an  be in c u r r e d  i n  a t t e m p t in g  
t o  l o c a t e  and s e r v e  th e  d e b t o r ,  and i f  he c a n n o t be fo u n d , 
th e  e x e c u t io n  may t a k e  p la c e  w ith o u t  n o t i c e .  T h i r d ,  s in c e  
th e  s t a t e  i s  f r e q u e n t ly  th e  c r e d i t o r  s e e k in g  e x e c u t i o n ,  t h e  
u n n e c e s s a ry  e x p en se  o f  th e  n o t i c e  r e q u ire m e n t  p r e v e n t s  i t  
from  a t te m p t in g  t o  r e c o v e r  many s m a l l  d e b t s .
HB 291 co r re c ts  th e se  problems by e l im ina tin g  th e  e x is t in g  no t ic e  requirement, and in s tead  requ ir ing  the Department of 
Revenue to  provide le g a l ly  adequate no tice  to  th e  deb to r. 
Because th e  department a lready sends no tic e  of s e iz u re  to  debtors, no ad d i t io n a l expense w i l l  be incu rred  by expanding 
the in fo rm ation provided in  th a t  no tice . Because th e  deb to r has provided a cu rren t address to  th e  department in  o rde r to  rece iv e  a dividend, th e  deb tor i s  more l ik e ly  to  re ce iv e  
no tic e  of th e  se izu re  than under the  e x is t in g  procedure. 
F in a lly ,  because no t ic e  procedures w i l l  be le s s  expensive, the  s t a t e  w i l l  be ab le  to  economically pursue f a r  more debts 
than i t  does now (sec tion 5).

2. As noted above, AS 43.23.065 provides th a t  45% of a div idend 
i s  exempt from execution fo r most debts. However, AS 9.38.030(b) provides a l iq u id  a s s e ts  exemption fo r  deb to rs 
which can be read to  exempt a l l  of a d iv idend from execution. Most cou r ts  have r e je c te d  t h i s  read ing, because 
i t  subverts th e  l e g i s l a t u r e ' s  purpose in  enac ting  th e  45% 
exemption. HB 291 reso lves  t h i s  issue  by making i t  c le a r  th a t  the l iq u id  a s se ts  exemptions does not apply to  
dividends (sections 2 and 4).

3. As noted above, c re d i to r s  may se ize  an e n t i r e  d iv idend, no t 
ju s t  55% of i t ,  to  pay fo r c h i ld  support o b l ig a t io n s ,  r e s t i t u t i o n ,  o r o th e r  debts owed to a s t a t e  agency, in  t h a t  
p r i o r i t y .  While court-ordered f in e s  (such as a f in e  imposed 
as th e  pena lty  in  a c r im ina l case) are owed to  th e  s t a t e ,  
some argue th a t  they are no t "a debt owed . . . to  a s t a t e  
agency" and thus are sub jec t to  the exemption. Also, 
c rim ina l f in e s  imposed by a mun ic ipa lity  are su b je c t to  th e  
exemption. HB 291 c o r re c ts  t h i s  problem by adding court- 
ordered f in e s  fo r e i th e r  s t a t e  or municipal v io la t io n s  to  
the l i s t  of exemptionless debts (section 4).

4. While cu rren t law p r i o r i t i z e s  claims aga in s t a div idend, i t  
i s  no t c le a r  whether th e  l i s t e d  p r i o r i t i e s  apply only in  th e  
case of execution, or i f  th e  l i s t e d  p r i o r i t i e s  a lso  apply to  
vo lun tary  assignments of a dividend. HB 291 provides t h a t  the  p r i o r i t i e s  apply in  both cases (section 4).
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Passage of HB 291 w i l l  improve the procedures surrounding execution on a permanent fund dividend by giv ing b e t t e r  n o t ic e  to  debtors th a t  t h e i r  dividend i s  being se ized, and making i t  le s s  
expensive fo r the s t a t e  to  execute on persons who f a i l  to  pay 
c h i ld  support o r o th e r  d e b ts . We urge your favo rab le  co n s id e ra t io n .

Very t r u l y  yours,

C. S. Christensen I I I  S ta f f  Counsel
CSCrbh
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Section

"An Act r e l a t i n g  to  th e  exemption fo r  permanent fund 
dividends from th e  c o l le c t io n  o f d e b ts , t o  the  
c o l le c t io n  of debts by execution on d iv idends, and to  claims on a dividend? and prov id ing fo r  an e f f e c t iv e  d a t e .M

Amends AS 09.38.015(a) to  c l a r i f y  t h a t  an 
in d iv id u a l i s  e n t i t l e d  to  an exemption o f  a po r t ion  of a permanent fund div idend under AS 43.23.064(a).
Amends AS 09.38.030(b) to  c l a r i f y  t h a t  th e  l iq u id  a s se ts  exemption does not apply to  an in d iv id u a l ’s 
permanent fund dividend.
Conforms AS 14.43.120(i) w ith th e  change made in  
se c t io n  4 of th e  b i l l ,  by renumbering the s ta tu to ry  re fe rence  from AS 43.23.065(b)(3) to  (b)(4).
Amends AS 43.23.065 in  th re e  ways: F i r s t ,  i t
conforms w ith sec tion  2 of t h i s  b i l l ,  to  c l a r i f y  
th a t  th e  l iq u id  a s se ts  exemption does no t app ly  to  an in d iv id u a l 's  permanent fund div idend. Second, 
i t  adds court-ordered f in e s  to  th e  l i s t  o f debts 
fo r  which a .permanent fund div idend exemption i s  
no t a v a i la b le  to  an in d iv id u a l .  Third, i t  
provides t h a t  claims l i s t e d  in  AS 43.23.065(b) Have p r i o r i t y  over o ther debts whether payment i s  sought through le g a l  ac tion  o r through assignment.
Provides t h a t  AS 09.38.080(c) and 09.38.085,- 
r e l a t in g  to  no tic e , do not apply to  a levy on a 
permanent fund dividend. In s tead , th e  Department of Revenue must provide no tic e  of th e  levy  to  a debtor.
Amends AS 43.23.067(b), r e l a t in g  to  s e iz u re  o f a dividend to  pay a s tuden t loan, to  c l a r i f y  t h a t  a deb to r 's  reques t fo r  a hearing must be made to  th e  Postsecondary Education Commission, r a th e r  th an  th e  Department of Revenue.
Amends AS 43.23.067(c) to  conform w ith  the  amendment made by sec tion  6.
Immediate e f f e c t iv e  date.
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FISCAL NOTE
STATE OF ALASKA B ill No. HB 291

1992 LEG ISLATIVE SESSION

R e v i s i o n  D a t e : __________________________________________________________

T i t l e :  A n  A c t  r e l a t i n g  t o  t h e  e x e m p t i o n  f o r

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

S p o n s o r :  R u l e s  C o m m i t t e e  b y  r e q u e s t _____________

R e q u e s t o r :  __________________________________________________________

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  o f  D o l l a r s )

O P E R A T I N G F Y  9 3 F Y  9 4 F Y  9 5 F Y  9 6 F Y  9 7 F Y  9 8

P E R S O N A L  S E R V I C E S

T R A V E L

C O N T R A C T U A L

S U P P L I E S

E Q U I P M E N T

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

G R A N T S  &  C L A I M S

T O T A L  O P E R A T I N G 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

D e p a r t m e n t  A f f e c t e d :  

B R U :

C o m p o n e n t s :

A l a s k a  C o u r t  S y s t e m  

T r i a l  C o u r t s

C O M P O N E N T  S E R I A L  N O .  0 0 0  | 0 0 0  0 0 0  | 7 6 8

C A P I T A L

R E V E N U E

F U N D I N G :  ( T h o u s a n d s  o f  D o l l a r s )
G E N E R A L  F U N D S 0 . 0 0 . 0 0 . 0 - 0 . 0 0 . 0 0 . 0
F E D E R A L  F U N D S

O T H E R

T O T A L 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

P O S I T I O N S :

F U L L - T I M E >
P A R T - T I M E

T E M P O R A R Y

E s t i m a t e  o f  c u r r e n t  y e a r  i m p a c t :  N o n e

A N A L Y S I S :  ( A t t a c h  a  s e p a r a t e  p a g e  i f  n e c e s s a r y )  

N o  f i s c a l  i m p a c t .

P r e p a r e d  b y : C .  S .  C h r i s t e n s e n  I I I ,  S t a f f  C o u n s e l
/ 1 7  •’ / /

/ f / y /  v y /  — _____  P h o n e : 2 6 4 - 8 2 2 8

D i v i s i o n : A l a s k a  C o u r t  S y s t e m ^  . D a t e : 0 2 / 1 1 / 9 2

A p p r o v e d  b y : A r t h u r  H .  S n o w d e n ,  I I ,  A d m i n i s t r a t i v e  D i r e c t o r
/ >  /  S ' s  , , V• /
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