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S e c t i o n  6 

S e c t i o n  7

(JUD) "An A c t  r e l a t i n g  to th e e x e m p t i o n  for p e r m a n e n t  fund 
d i v i d e n d s  fr om  t he c o l l e c t i o n  of debts, t o  t h e  
s e iz ur e of d i v i d en ds  f o r  t h e  c o l l e c t i o n  of debts, 
to c l a i m s  on a dividend, a n d  p r o v i d i n g  t h a t  cl aims 
on a d e f a u l t e d  s c h o l a r s h i p  loans h a v e  t h i r d  p r i o r i t y  
a m o n g  c l a i m s  again s t a d i vi de nd ; a n d  p r o v i d i n g  for 
an e f f e c t i v e  date."

A m e n d s  A S  09.38.015(a) t o  c l a r i f y  t h a t  an i n d i v i d u a l  
is e n t i t l e d  t o  an e x e m p t i o n  of a p o r t i o n  of a 
p e r m a n e n t  fund d i v i d e n d  u n d e r  AS 4 3. 23 . 0 6 4 ( a ) .

A m e n d s  A S  09.38.030(b) t o  c l a r i f y  t h a t  t h e  liquid 
asse ts  e x e m p t i o n  does n o t  a p p l y  to an i n d i v i d u a l ' s  
p e r m a n e n t  fund dividend.

A m e n d s  A S  43.23.065 in fi ve  ways: First, it
con f or ms  w i t h  section 2 of th i s bill, t o  c l a r i f y  
t h a t  t h e  liqui d assets e x e m p t i o n  d o e s  n o t  a p p l y  to 
an i n d i v i d u a l ' s  p e r m a n e n t  fun d di vi de nd . Second, 
it adds c o u r t - o r d e r e d  f i n e s  to t h e  li st  of d e b t s  for 
w h i c h  a p e r m a n e n t  fund d i v i d e n d  e x e m p t i o n  is n ot 
a v a i l a b l e  to an individual. Third, it p r o v i d e s  that 
c l ai ms  o n  d e f a u l t e d  s t u d e n t  loans h a v e  p r i o r i t y  over 
o th er  d e b t s  ow ed  to s t a t e  a g e n c i e s  w h e n  a d i v i d e n d  
is seized. Fourth, it p r o v i d e s  t h a t  c l a i m s  listed 
in AS 43.23.065(b) h a v e  p r i o r i t y  o v e r  o t h e r  de b ts  
w h e t h e r  p a y m e n t  is s o u g h t  t h r o u g h  le ga l a c t i o n  or 
t h r o u g h  assignment. Fifth, it a l l o w s  a w r i t  of 
e x e c u t i o n  on a d i v i d e n d  to be s e r v e d  on the 
D e p a r t m e n t  of Rev en ue  b y  c e r t i f i e d  m a i l  r a t h e r  th a n 
by p r o c e s s  server.

P r o v i d e s  tha t AS 09.38.080(c) a n d  09.38.085, 
r e l a t i n g  to notice, do n o t  a p p l y  t o  a le vy  on a 
p e r m a n e n t  fund dividend. Instead, t h e  D e p a r t m e n t  
of R e v e n u e  m u s t  p r o v i d e  n o t i c e  of t h e  l e v y  to a 
debtor. A l s o  p rovides t h a t  the d e p a r t m e n t  m a y  not 
a c c e p t  an as si gn m en t of or an e x e c u t i o n  on a 
d i v i d e n d  p r i o r  to April 1 of a d i v i d e n d  year.

A m e n d s  A S  43.23.067(b), r e l a t i n g  to s e i z u r e  of a 
d i v i d e n d  to p a y  a s t u d e n t  loan, to c l a r i f y  that a 
d e b t o r ' s  r e q u e s t  for a h e a r i n g  m u s t  b e  m a d e  to th e  
P o s t s e c o n d a r y  Education C o mmission, r a t h e r  t h a n  the 
D e p a r t m e n t  of Revenue.

A m e n d s  AS 43.23.067(c) to c o n f o r m  w i t h  t he a m e n d m e n t  
m a d e  by s e c t i o n  5.

I m m e d i a t e  ef fe ct iv e  date.
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Slall Counsel
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T h e  H o n o r a b l e  D a v e  D o n l e y  
Chairman, H o u s e  J u d i c i a r y  C o m m i t t e e  
P.O. B o x  V 
Juneau, A l a s k a  99811

D e a r  R e p r e s e n t a t i v e  Donley:

I am w r i t i n g  t o  u r g e n t l y  r e q u e s t  t h a t  t h e  J u d i c i a r y  C o m m i t t e e  
s c h e d u l e  SB 254, r e l a t i n g  to c l a i m s  on a p e r m a n e n t  fund dividend, 
at its e a r l i e s t  convenience. Th i s bi ll  w a s  i n t r o d u c e d  at the 
r e q u e s t  of the A l a s k a  S u p r e m e  Court, and w a s  d r a f t e d  w i t h  the 
a s s i s t a n c e  of t h e  D e p a r t m e n t  of L a w  and th e D e p a r t m e n t  of Revenue. 
Its p r i m a r y  p u r p o s e  is to i m p r o v e  t h e  p r o c e d u r e s  s u r r o u n d i n g  
e x e c u t i o n  by a c r e d i t o r  on the p e r m a n e n t  fun d  d i v i d e n d  of a debtor.

As you know, e x i s t i n g  law p r o v i d e s  th at  a c r e d i t o r  m a y  e x e c u t e  on 
th e d i v i d e n d  of a debtor, just as a c r e d i t o r  m a y  e x e c u t e  on a 
d e b t o r ' s  b a n k  a c c o u n t  or ot he r property. The am ount w h i c h  the 
c r e d i t o r  m a y  s e i z e  is l i m it e d to 55% of a dividend, u n l e s s  the 
c r e d i t o r  is e x e c u t i n g  on t h e  d i v i d e n d  in o r d er  t o  s a t is fy  a child 
s u p p o r t  obligation, c o u r t - o r d e r e d  restitution, or a d e b t  ow ed  to 
t he state. In s u c h  cases, the en tire d i v i d e n d  m a y  be seized.

T he c u r re nt  p r o c e d u r e s  s u r r o u n d i n g  e x e c u t i o n  on a d i v i d e n d  are 
contra di ct or y,  cumbersome, expensive, a nd f r e q u e n t l y  fail to give 
a d e q u a t e  n o t i c e  to the debtor. S p e c i f i c  problems, and the 
c o r r e c t i o n s  p r o p o s e d  in SB 254, are as follows:

1. E x i s t i n g  law r e q u i r e s  t he c r e d i t o r  t o  s e r v e  n o ti c e of the 
e x e c u t i o n  o n  t he debtor. Th is  c a u s e s  s e ve ra l  problems. 
First, a s i d e  f r o m  b e i n g  u n w i e l d y  an d expensive, e x i s ti n g

303 K Street 
Anchorage, AK 99501 

(907) 264-8228
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n o t i c e  p r o c e d u r e s  a r e  unnecessary, s i n c e  the D e p a r t m e n t  of 
R e v e n u e  a u t o m a t i c a l l y  n o t i f i e s  a d e b t o r  t h a t  t h e  d i v i d e n d  has 
b e e n  seized. Second, t h e  c r e d i t o r  f r e q u e n t l y  d o e s  n ot k n o w  
w h e r e  the d e b t o r  c an be r e a c h e d  in o r d e r  t o  be n o t i f i e d  of the 
claim. G r e a t  e x p e n s e  can be inc ur re d in a t t e m p t i n g  to locat e 
a n d  s er v e t h e  debtor, a n d  if he c a nn ot  be found, t h e  e x e c u t i o n  
m a y  t a k e  p l a c e  w i t h o u t  notice. Third, s i n c e  t h e  s t a t e  is 
f r e q u e n t l y  t he c r e d i t o r  seek in g execution, t h e  u n n e c e s s a r y  
e x p e n s e  of t he n o t i c e  r e q u i r e m e n t  p r e v e n t s  it f r o m  a t t e m p t i n g  
t o  r e c o v e r  m a n y  sm al l  debts.

S B  254 c o r r e c t s  t h e s e  p r o b l e m s  b y  e l i m i n a t i n g  t h e  e x i s t i n g  
n o t i c e  r e q u ir e me nt , and instead r e q u i r i n g  t h e  D e p a r t m e n t  of 
R e v e n u e  to p r o v i d e  legally a d e q u a t e  n o t i c e  t o  t h e  debtor. 
B e c a u s e  t h e  d e p a r t m e n t  a l r ea dy  sends n o t i c e  t o  d ebtors, no 
a d d i t i o n a l  e x p e n s e  w i l l  be i n c u r r e d  by e x p a n d i n g  the 
i n f o r m a t i o n  p r o v i d e d  in th at  notice. B e c a u s e  t h e  d e b t o r  has 
p r o v i d e d  a c u r r e n t  addr es s  to the d e p a r t m e n t  in o r d e r  to 
r e c e i v e  a dividend, t h e  d e bt or  is m o r e  l i k e l y  to r e c e i v e  
n o t i c e  of t he s e i z u r e  th an  u n d e r  t h e  e x i s t i n g  proce du r e.  
Finally, b e c a u s e  n o t i c e  p r o c e d u r e s  w i l l  be less expensive, the 
st at e w i l l  be abl e t o  e c o n o m i c a l l y  p u r s u e  far m o r e  d e b t s  than 
it d o e s  n o w  (section 4).

2. As n o t e d  above, AS 4 3 . 2 3. 06 5 p r o v i d e s  t h a t  45% of a d i v i d e n d  
is e x e m p t  f ro m e x e c u t i o n  for m o s t  debts. However, 
A S  09.38.030(b) p r o v i d e s  a liquid a s s e t s  e x e m p t i o n  fo r d e bt or s 
w h i c h  can be r e a d  to exemp t all of a d i v i d e n d  f r o m  execution. 
M o s t  c o u r t s  h a v e  r e j e c t e d  thi s reading, b e c a u s e  it s u b v er ts  
t h e  l e g i s l a t u r e ' s  p u r p o s e  in e n a c t i n g  t h e  45% exemption. 
SB 254 r e s o l v e s  th is  issue by m a k i n g  it c l e a r  t h a t  t h e  liquid 
a s s e t s  e x e m p t i o n  d o e s  n o t  a pp ly  t o  d i v i d e n d s  (sections 2 and 

3 )  .

3. As n ot e d above, c r e d i t o r s  m a y  se iz e an e n t i r e  dividend, not 
ju s t 55% of it, t o  p a y  for c h i l d  s u p p o r t  obligations, 
res t it ut io n,  or o t h e r  d eb ts  owed to a s t at e agency, in that 
o r d e r  of priority. A  c o u r t - o r d e r e d  fine for a v i o l a t i o n  of 
s t a t e  law is a "debt o we d  . . .  t o  a s t a t e  a g en cy " a nd thus 
is not s u b j e c t  to t he exemption. However, c r i m i n a l  fines 
i m p o s e d  b y  a m u n i c i p a . i t y  are s u b j e c t  to t he exemption. 
SB 254 c o r r e c t s  thi s  i nequity by a d d i n g  c o u r t - o r d e r e d  fines 
fo r e i t h e r  s ta te  or m u n i c i p a l  v i o l a t i o n s  t o  the list of 
e x e m p t i o n l e s s  d e b t s  (section 3).

4. W h i l e  c u r r e n t  law p r i o r i t i z e s  claim s a g a i n s t  a di vidend, it 
is not c l e a r  w h e t h e r  the listed p r i o r i t i e s  a p p l y  o n l y  in the 
c a s e  of execution, or if the listed p r i o r i t i e s  al so  a p p l y  to
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v o l u n t a r y  a s s i g n m e n t s  of a dividend. SB 254 p r o v i d e s  t h a t  
th e p r i o r i t i e s  a p p l y  in bot h c a s e s  (section 3).

The J u d i c i a r y  C o m m i t t e e  s u b s t i t u t e  for SB 254 m a k e s  t h r e e  
a d d i t i o n a l  c h a ng es  to e x i s t i n g  law:

First, t h e  CS p r o v i d e s  in s e c t i o n  3 t h a t  a w r i t  of e x e c u t i o n  up o n 
a d i v i d e n d  m a y  be s e r v e d  o n  the D e p a r t m e n t  of R e v e n u e  by c e r t i f i e d  
mail, r a t h e r  tha n  by p r o c e s s  s er v er  as is c u r r e n t l y  required.

Second, t he CS p r o v i d e s  in s e c t i o n  3 th a t c l a i m s  on d e f a u l t e d
s t u d e n t  loans shall be g i v e n  p r i o r i t y  over o t h e r  d e b t s  owed to
state a g e n c i e s  w h e n  a d i v i d e n d  is s e i z e d  by t h e  state.

Third, t h e  CS p r o v i d e s  in s e c t i o n  5 uhat the D e p a r t m e n t  of R e v e n u e  
may n o t  a c c e p t  an a s s i g n m e n t  of o r  an e x e c u t i o n  o n  a d i v i d e n d  
b e fo re  A p r i l  1 of a d i v i d e n d  year.

P a s s a g e  of SB 254 w i l l  i m pr ov e t he p r o c e d u r e s  s u r r o u n d i n g  e x e c u t i o n  
on a p e r m a n e n t  fund d i v i d e n d  b y  g i v i n g  b e t t e r  n o t i c e  to d e b t o r s  
th at  t h e i r  d i v i d e n d  is b e i n g  seized, and m a k i n g  it less e x p e n s i v e  
for the state to e x ec ut e on p e r s o n s  w h o  fail to p a y  c h i l d  s u p p o r t
or o t h e r  debts. W e  urg e y o u r  f a v o r a b l e  co n si de ra ti on .

V e r y  t r u l y  yours,

C. S. C h r i s t e n s e n  III 
Staff C o u ns el
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F e b r u a r y  17, 1992

T h e  H o n o r a b l e  R i c k  Halford, Chair 
S e n a t e  J u d i c i a r y  Co m mi tt ee

T h e  H o n o r a b l e  Dave Donley, C ha ir  
H o u s e  J u d i c i a r y  Co mm it te e

T h e  H o n o r a b l e  Jay Kerttula, C o - C h a i r  
T h e  H o n o r a b l e  Pat Pourchot, C o - C h a i r  
S e n a t e  F i n a n c e  Committee

T h e  H o n o r a b l e  Mike Navarre, C o - C h a i r  
T h e  H o n o r a b l e  Eileen MacLean, C o - C h a i r  
H o u s e  F i n a n c e  Com mi tt ee

D e a r  L e g i s l a t o r s :

We are w r i t i n g  to expr es s the joint s u p p o r t  of the A l a s k a  Co ur t 
S y s t e m  a n d  the Depa rt me nt s of Revenue, Law, P u b li c S af et y  a m  
A d m i n i s t r a t i o n  for Ho us e Bill 291 a n d  S e n a t e  Bill 254, c o m p a n i o n  
l e g i s l a t i o n  r el at i n g  to the c o l l e c t i o n  of debts b y  e x e c u t i o n  on 
p e r m a n e n t  f u n d  d i v i d e n d s .

H B  291 a n d  SB 254 w e r e  i nt r od u c e d  at the  request o f  the A l a s k a  
S u p r e m e  Court ,  and d r a f t e d  wi th  the a s s i s t a n c e  of the D e pa rt m en ts  
of* Law a n d  Revenue. T h e i r  p r i m a r y  p u r p o s e  is to imp ro ve  the 
e x i s t i n g  p ro ce d u r e s  s u r r o u n d i n g  e x e c u t i o n  by a c r e d i t o r  on the 
p e r m a n e n t  fun d d i v i d en d of a debtor.

C u r r e n t  p r o c e d u r e s  are cumbersome, expensive, and unn ec es sa r y.  
T h e y  r e s u l t  in inc re as e d c a s e  p r o c e s s i n g  costs for t he c o u r t  
system, i n c r e a s e d  d e b t  c o l l e c t i o n  c o st s for the D e p a r t m e n t  of 
Law, a nd i n c r ea se d pro ce ss  s e r v i n g  c o s ts  for the D e p a r t m e n t  of 
P u b l i c  S a f e t y .  To r e so l ve  these problems, h'B 291 and S3 254 
t r a n s f e r  c e r t a i n  p r o c e d u r a l  r e s p o n s i b i l i t y  for the n o t i f i c a t i o n  
o f  d e b t o r s  to the D e p a r t m e n t  of R e v e n u e .  T here is no fiscal
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i m p a c t  a s s o c i a t e d  w i t h  R e v e n u e ' s  i n c r e a s e d  r e s p o n s i b i l i t y .  L a w  
w i l l  f i n d  it e a s i e r  to r e c o v e r  d e b t s  o w e d  to the state, a n d  e v e n  
d e b t o r s  w i l l  be ne fi t,  in t h a t  it is m o r e  l i k e l y  t h a t  t h e y  w il l 
r e c e i v e  n o t i c e  of a n  i m p e n d i n g  ex ec ut i o n .

* s
H B  291 a n d  SB 254 are rare e x a m p l e s  of l e g i s l a t i o n  t h a t  b e n e f i t s  
s e v e r a l  s t a t e  g o v e r n m e n t a l  e n t i t i e s  b y  m e r e l y  s h i f t i n g  
r e s p o n s i b i l i t y  in a m u t u a l l y  a g r e e a b l e  way. We u r g e  y o u  to b r i n g  
t h e s e  b i l l s  b e f o r e  y o u r  c o m m i t t e e s  at y o u r  e a r l i e s t  c o n v e n i e n c e ,  
a n d  to g i v e  t h e m  y o u r  fa vj ra bl e c o n s i d e r a t i o n .

^ •   ^_

D a r r e l  ’J. R e x w i n k e l  
D e p a r t m e n t  of R e v e n u e

N a n c y  Bear-TJsera 
D e p a r t m e n t  of A d m i n i s t r a t i o n

R i e h a r d  L. B u r t o n  
D e p a r t m e n t  of P u bl ic  S a fe ty




