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STATE CF ALASKA BILL VERSION: CSHB 223 (Fin)-am

LEGISLATIVE SESSIGN PUBLISH DATE: hdttsf i/ia/ftft
FISCAL NOTE

REQUEST:

Revision Date: 1/15/88 Agency Affected: Revenue

Title: An act relating to collection of BRU: Permanent Fund Dividend

debt involving permanent funa dividends

Sponsor: Judiciary ""Components:

Requestor: House Judiciary Committee

EXPENDITURES/REVENUES:  (Thousands of Dollars)

Agency: Revenue ~n

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
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FV - w

56.7

63.1

L m e e JEY-8b - LRV-89 | FY 9 |FYSI |FY 92
OPERATING
PERSONAL SERVICES 1 - 1 56/ 1 56./ 1~T57T~1 56.7 1
TRAVEL 1 - 1 - 1 - 1 - 1 - 1
CONTRACTUAL 1 . 1831 1 631 1 631 | 631 1
SUPPLIES 1 - /l 18 1 18 1 18 1 1.8 I
EQUIPMENT 1 | 156 1 - 1 - 1 - 1
LANDS & STRUCTURES 1 - 1 - | - 1 1 1
GRANTS, CLAIMS 1 ° 1 1 - 1 1 1
MISCELLANEOUS 1 - 1 - ! - 1 1 1
TOTAL OPERATING 1 « 11572 1 1216 1 1216 1 121.6 |
1 CAPITAL ..... 1 - 1 1 - 1 "l...- 1
I REVENUE | - 1 1 - 1 1 J—m— -
FUNDING:  (Thousands of Dollars)
I GENERAL FUND b - T - 1 - 1 1 r
| FEDERAL FUNDS | 1 1 1 1 - 1
I OTHER (PFD) | - 1157.2 11216 1121.6 1216 1
| TOTAL | - 1157.2 11216 1121.6 11216 1
POSITIONS:
I FULL-TIME | - 1 1 -1 1 1
| PART-TIME | - i 5 1 C 1 5 1 5 !
| TEMPORARY | - 1 - 1 - 1 - 1 - |
ANALYSIS: (Attach a separate page if necessary)
Prepared By: Ervin B. Jones Phone: 465-2323
Division : Permanent Fund Dividend Date: 1/15/88
Approved by Commissioner: * 7 [ /s Date:



NO. 4
CSHB 223 (Jud)
C | HOUSE 1/18/88

Department of Revenue
Permanent Fund Dividend Division
Fiscal Note Analysis

CSHB 223
1/15/88
Assumptions:
1) Since a claim under the proposed section 3 would be Infinitely easier for

2)

state agencies and the courts to use, those entitles would use this
mechanism exclusively. It Is Impossible to estimate the number of such
claims the Department of Revenue might receive. However, the following
will give some Ildea of the volume.

a) In 1986, the Postsecondary Education Commission was able to get only
800 of their 2,000 attachments through the courts and served on the
Department of Revenue. In 1987, under provisions similar to the
proposal 1n this bill, the Commission was ableto serve 5,038
certified claims on the Department of Revenue, a 500% Increase.

b)  The Child Support Enforcement Division currently serves approximately
6,012 attachments. This 1s an almost 50% Increase over 1986.

c) The court system of Alaska processes approximately 25,000 criminal
cases, alone, a percentage of which result 1n fines.

d) Under the present system, private parties account for 8,820 claims
each year. Given that the cost of service will stay the same and
that the amount of recovery has gone from a potential $400 to a
potential $700, the number of private party services will Increase
dramatically.

e) In 1987, the department experienced 37,393 claims on Permanent Fund
Dividends, almost twice as many as 1n1986 andfour times as many as
1n 1985. Even without the passage of this bill, we expect at least
50,000 claims 1n 1988. With the passage of this bill, the total
numbars could easily reach 100,000.

I would assume and hope that this bill would not effect the 1988 dividend
distribution. Assuming that the bill became law 1n mid-May 1t would be
Impossible to get everything in place, and complete the printing,
programming, staff recruitment and training necessary to Implement the
bill before the filing deadline of June 30. By that time, the department
has already received thousands of claims and assignments, made under the
expectation that they will be processed under the current law. It 1s
arguably not fair to take an applicant®s dividend (except $100) when the
applicant filed under a law which provided for a 50% exclusion.

Page 2 of 5



NO. 4
CSHB 223 (Jud)
HOUSE 1/18/88

If the provisions of this bill are Intended to take effect 1n mid-stream,
a new analysis of costs will have to be done to Include the cost of

dealing with a very lrate public.

Program Summary:

The department™s responsibilities under this bill would be as follows:

a)

b)

d)

Forms Printing: The Department of Revenue would print an auxiliary
Permanent Fund Dividend "Claim by Government Agency" to be
distributed to all agencies ldentified 1n the definition of agency.
The "PFD Claim form"™ would require of the agency:

1) The name and address of the agency.

2) The full name, address and blrthdate of the obligee.

3) The amount of the claim.

4) A statement of the basis of the claim. (Some consistent, short
form of reasons would have to be worked out with the many
"agencies.” The data capture of a free form reason would be
very expensive.)

6) If applicable, a case name and number.

Systems/Programming Changes: The bill will require many changes,
Including the recognition of a new category of "claim form."

Individual, private claims will continue to be processed one at a
time, with unique problems. Claims from state agencies will be
automated to some extent. The court system 1s not be prepared to
provide automated services of claims via tape matches, and so the
claims will be served and processed the same as private claims.

Agencies which are part of the Alaska State Accounting System will be
paid through the system with supporting Information provided. The
court system will be paid by check.

The department currently receives thousands of contacts from debtors
whose dividends have been attached, despite our best efforts to steer
their complaints, appeals, etc. to the creditor who served the
attachment. At the point when 50,000 - 60,000 Alaskan families are
being affected by this expedited process, the number of such
contacts, and the number of contacts with the Legislature, the
Governor®s Office and the Ombudsman 1s definitely going to Increase.

1. Positions:

2 PPT Accounting Clerk 1, R8,

@ $2,270.18/Mo each Including

salary and benefits for

8 months = $36.3

These positions will assist the

existing Accounting Clerk 11 1n

the processing of the existing

attachments and assignments.

This also Involves correspondence

and telephone contact with the

»any competing garnishors. page 3 Of 5



b)

d)

3 PPT Data Processing Clerk 1,
R8, @ $2,270.18/Mo each Including
salary and benefits for 3 months =

These positions will perform the
data capture necessary on the
claims to enable the department to
comply with the provisions of

the bill.

Total Personal Services

Other Costs:

Travel: None.

Contractual:

Printing

Includes printing costs associated
with 75,000 claim forms, 60,000
notices of appeal rights, and
60,000 notices of claim.

Postage

Includes postage for claim
notices and bulk shipment of
claim forms to agencies.

Data Processing Chargeback from
Department of Administration
estimated 50.0 1n FY89, Including

development; 30.0 1n years
thereafter.

TOTAL Contractual

Equipment

Purchase 2 Wang 4250 workstations
to provide access to the PFD
System for the accounting staff =

Purchase 3 Wang 4230 workstations
for data capture =

Purchase 1 Wang VS-100 I0P
TOTAL Equipment

Supplies:
TOTAL COST

20.4

$5.1

28.0

50.0

$4.8

7.2

3.6

NO. 4
CSHB 223 (Jud)
HOUSE 1/18/83

$56.7

$83.1

$15.6

$1.8
<157.2

page 4 of 5
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Suggested Amendments:

It 1s Impractical for the Department of Revenue to be sending thousands of
notices of claim and appeal rights to applicants, on behalf of other

agencies. The notices and all further contact should be by the creditor
agency, not Revenue. We will need to work with the concerned agencies and the
committee staff to effect this change.

Attachments: None.

Page 5 of 5



1988 TEG 5L ATV s /0N PUBLISH DAT . HOUSE. 2/8/88

eovest FISCAL NOTE
Revision Date: ~ 2-4-88 . Agency Affected:  Education
Title:  Re: Permanent Fund Dividend B%u:y Postsecondary Education/

Student Loan Corporation
Sponsor : Swackhammer and Larson______ iomponents: Student Loan Fund

Requestor: House Finance

EXPENDITURES/REVENUES:  (Thousands of Dollars)
OPERATING FY 65 FY 89 FY 90 FY 91 FY 92 FY 93
PER%/(EEIAL SERVICES

TRA
CONTRACTUAL 43.0 44.1 45.1 46.8 48.2
PPLIES

3\
ERUIPI\/IENT

ND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS

TOTAL OPERATING 13.0 441 45.1 168 48.2
CAPITAL NA - (430.0)  (441.2)  (454.0)  (468.0)  (482.0)
REVENUE

FUNDING:  (Thousands of Dollars)

GENERALFUND
FEDERAL FUNDS
OTHER N.A. (473.0) (485.3) (514.8) (530.2)
TOTAL (473.0) 8> & (499.4) (514.8) (530.2)

POSITIONS:

FULL-TIME -0- -0- -0- -0- -0- -0-
PART-TIME
TEMPORARY _

ANALYSIS :  (Attach aseparate page if necessary)

See Attached

Preparedby: Kerry D. Romesburg, Executive Director Phone;  465-
Division : * Alaska” Commission on Postsecondary Education oate. 2

L]
~on
L]
oo O
©o oo

Approved by Commissioner: Date:
Agency:

Distribution (bz_preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted AgenCy(ies) page. ! _o f-




No, 6

HOUSE 2/8/S8

CSHB 223 (FIN)

ANALYSIS OF FISCAL IMPACT

A. Assumptions

1987-88 experience in attachment of permanent fund dividends for
defaulted student loan accounts peaked, at least for the next
few years. A number of the 5,038 individuals, whose PFD was
attached, will simply not Apply again in 1988-89.

The $100 exemption from claim provided in HB 223 will not
encourage those whose PFD"s were attached in 1987-88 to apply in
1988-89. For the most part, individuals will not be aware of
the new $100 exemption.

B. Projections

The number of PFD attachments for FY89 - 93 are estimated to be:

Year Attachments

FY88 5,038 (actual)
FY89 4,300

FYQ0 4,412

FYo1 4,540

FY92 4,680

FY93 4,820

Since the Postsecondary Commission already has access to PFD
attachment, there is no revenue gain to our agency. Rather, we
collect $100 less per successful attachment. Hence, the fiscal
note is negative, i.e., lost revenue.

C. Comments

01526T

The "lost" revenue, that is, PFD funds not received assumes we
would attach the entire PFD. This figure may be high, since a

number of attachments are not in an amount equal to the entire
dividend.

Contractual costs are to be paid through interagency transfer to
the Department of Revenue for a processing and administration
fee.

page 2 of 2



Offered: 2/8/88 5-0686T
Referred: Rules

Original sponsors: Swackhammer and Larson

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 223 (Finance) anm
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act relating to remedies for the <collection of

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

debt owed to state agencies and courts involving
permanent fund dividends, to assignments of divi-
dends, and to the exemption for dividends; amending
Alaska Rule of Civil Procedure 69; and providing for

an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 09.38.015(a) is amended to read:

(a) An individual is entitled to exemption of the following
property:

(1) a burial plot for the individual and the individual s
family;

(2) health aids reasonably necessary to enable the indi-
vidual or a dependent to work or to sustain health;

(3) benefits paid or payable for medical, surgical, or
hospital care to the extent they are or will be used to pay for the
care;

(4) an award under AS 18.67 (Violent Crimes Compensation
Board) or acrime victim"s reparations Act of another jurisdiction;

(5) benefits paid or payable as a longevity bonus under
AS 47.45;

(6) compensation or benefits paid or payable and exempt
under federal law;

(7) liquor licenses granted under AS 04;

HB0223E -1- CSHB 223(Fin) am



(8) limited entry permits granted under AS 16.43, except as
provided in that chapter”
(9) that portion of a permanent fund dividend exempted
under AS 43.23.065(a).
* Sec. 2. AS 09.38.030(b) 1is amended to read:

(b) An individual who does not receive earnings either weekly,
semi-monthly or monthly is entitled to a maximum exemption for the
aggregate value of cash and other liquid assets available in any month
of $700, except as provided in AS 09.38.050 and AS 43.23.065(a). The
.term "liquid assets™ includes deposits, securities, notes, drafts,
accrued vacation pay, refunds, prepayments, and receivables.

* Sec. 3. AS 09.38.085(a) is amended to read:

(a) Notwithstanding other provisions of this chapter,

(1) a creditormay make a levy against exempt property of
any kind, except property exempted under AS 43.23.065(a), to enforce a
claim for

(A) child support;

(B) unpaid earnings of up to onemonth"s compensation
or the full-time equivalent of one month"s compensation for
personal services of an employee; or

(C) stateor local taxes; and

(2) a creditormay make a levy against exempt property to
enforce aclaim for

(A) thepurchase price of the property or a loan made
for the express purpose of enabling an individual to purchase the
property and used for that purpose;

(B) labor or materials furnished to make, repair,
improve, preserve, store, or transport the property; and

©) a special assessmentimposed to defray costs of a

CSHB 223(Fin) am 2- HB0223E
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*

public improvement benefiting the property.
Sec. 4. AS 43.23.065(a) is amended to read:

(a) One hundred dollars [EXCEPT AS PROVIDED IN (b) OF THIS
SECTION, 50 PERCENT] of the annual permanent fund dividend payable to
an individual 1is exempt from levy, execution, garnishment, attachment,
or any other remedy for the collection of debt. This exemption ap-
plies to an eligible individual®s permanent fund dividend both before
and after payment is made to the individual. No other exemption
applies to a dividend. The commissioner shall include the <case name
and number with a dividend delivered to the court in accordance with a
writ of execution. An exemption is not available under this subsec-
tion for permanent fund dividends taken to satisfy child support
obligations required by court order or decision of the ~child support
enforcement agency under AS 47.23.140 - 47.23.220.

Sec. 5. AS 43.23.065(b) 1is amended to read:

(b) The following claims, or voluntary assignments of dividends
in payment or partial payment of the ~clainms, have priority in the
order listed over other claims on permanent fund dividends: [AN
EXEMPTION 1S NOT AVAILABLE UNDER THIS SECTION FOR PERMANENT FUND
DIVIDENDS TAKEN TO SATISFY]

(Dchild support obligations required by court order or
decision of the child support enforcement agency under AS 47.23.140 -
47.23.220;

(2) court ordered restitution under AS 12.55.045 - 12.55.-
051 or 12.55.100;

(3) a court ordered fine;

(4) a court ordered probation fee under AS 12.55.105; or

(5) [(4)] a debt owed by aneligibleindividual to an

agency of the state or state court, unless the debt is contested and

HB0223E -3- CSHB 223(Fin) am



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

an appeal 1is pending, or the time limit for filing an appeal has not
expired.
Sec. 6. AS 43.23.067 1is amended to read:

Sec. 43.23.067. CERTAIN DIVIDEND CLAIMS [CLAIMS OF DEFAULTED
SCHOLARSHIP LOANS]. (a) AS 09.38 does not apply to permanent fund
dividends taken to satisfy that portion of debts listed under
AS 43.23.065(b) for which payments are at least 90 days overdue
[AS 14.43.120(i)]. Notwithstanding AS 09.35, execution on a claim to
satisfy that portion .if a debt listed under AS 43.23.065(b) for which
payments are at least 90 days overdue may be [AS 14.43.120(i1) 1S]
accomplished by delivering a [CERTIFIED] claim to the department
containing the following information:

(1) the name [AND SOCIAL SECURITY NUMBER] of the individual
whose dividend is being claimed and sufficient information to identify
the individual;

(2) the amount the individual owes to the agency of the
state or state court [ON THE SCHOLARSHIP LOAN]; [AND]

(3) a statement of the basis for the clainm, including the
date payment on the debt became due; and

(4) a statement that

(A) if the debt has not been contested, the individual
has had notice of the debt and an opportunity to contest, or, if
contested, that the issue has been resolved in favor of the
agency or court [ALASKA COMMISSION ON POSTSECONDARY EDUCATION];
and

(B) if the debt has been contested and resolved in
favor of the agency or court [ALASKA COMMISSION ON POSTSECONDARY

EDUCATION], no appeal is pending, the time limit for Ffiling an

appeal has expired, or the appeal has been resolved in favor of

CSHB 223 (Fin) am -4- HB0223E
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theagency or court [COMMISSION].

(b) Uponreceipt of a claim under (a) of this section the de-
partment shall send notice [NOTIFY THE INDIVIDUAL OF THE CLAIM. THE
NOTICE SHALL BE SENT] to the address provided in the individual’s
permanent fund dividend application that contains [AND MUST FF.OVIDE]
the following information:

(1) the 1identity of the agency or court making the claim;

(2) the amount of the claim; [AND]

(3) a statement of the basis for the claim, including the
date payment on the debt became due; and

(4) [(2)] notice that the amount of the permanent fund
dividend that does not exceed the amount of the claim, after deducting
the exemption under AS 43.23.065(a), will [SHALL] be paid to the
agency or court [ALASKA COMMISSION ON POSTSECONDARY EDUCATION] unless
the agency or court [COMMISSION] releases the claim or the individual
requests a hearing on the validity of the claim from the agency or
court making the claim within 45 [30] days after the date the notice
is sent by the department.

(c) If a hearing is requested by an individual, the agency or
court making the claim shall notify the department. The agency or
court making the claim is responsible for affording the individual a
hearing on the validity of the claim and notice of any appeal rights
the individual may have. A hearing 1is not required under this sub-
section on the validity of the debt that forms the basis for the claim
if the individual has already been provided an opportunity for a
hearing on that issue. If no notice of a request for a hearing or
release of the claim is received by the department from the agency or
court [AS 44.62.330 - 44.62.630 APPLY TO A HEARING REQUESTED BY AN

INDIVIDUAL UNDER (b)(2) OF THIS SECTION. IF A REQUEST FOR A HEARING

HB0223E -5- CSHB 223 (Fin) am
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IS NOT RECEIVED BY THE DEPARTMENT WITHIN THE REQUIRED TIhfi ,.i;ilT], the
department shall pay to the agency or court [ALASKA COMMISSION ON
POSTSECONDARY EDUCATION] the amount of the permanent fund dividend
that does not exceed the amount of the claim, after deducting the
exemption under AS 43.23.065(a). The commissioner shall include the

case name and number with a payment to the court.

* Sec. 7. AS 43.23 is amended by adding a new section to read:

Sec. 43.23.068. ADMINISTRATIVE COSTS. The department shall
charge the claimant or assignor for costs of processing a claim on or
assignment of a permanent fund dividend. Fees under this section
shall be established by regulation at levels that cover the adminis-
trative costs of processing all claims and assignments. The commis-
sioner of administration shall separately account for receipts depos-
ited in the general fund by the department under this section. The
department shall submit to the legislature a request for an appro-
priation of ths receipts for the costs of processing claims and as-
signments each year.

* Sec. 8. AS 43.23.067, as amended by sec. 6 of this Act, has the

effect of amending Alaska Ruleof Civil Procedure 69 by authorizing agen-
cies of the state and state courtsto execute on permanent funddividends
in certain cases without usingthe execution procedures provided 1in that

rule.

*Sec. 9. AS 43.23.065(c) is repealed.

* Sec. 10. This Act takes effect April 1, 1989.

CSHB 223(Fin) am -6- HB0223E
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NO. 4
CSHB 223 (Jud)
HOUSE 1/18/88

Department of Revenue
Permanent Fund Dividend Division
Fiscal Note Analysis
CSHB 223
1/15/88

Assumptlons:

1) Since a claim under the proposed section 3 would be Infinitely easier for

2)

state agencies and the courts to use, those entitles would use this
mechanism exclusively. It 1s Impossible to estimate the number of such
claims the Department of Revenue might receive. However, the following
will give some ldea of the volume.

a) In 1086, the Postsecondary Education Commission was able to gat only
800 of their 2,000 attachments through the courts and served on the
Department of Revenue. In 1987, under provisions similar to the
proposal 1n this bill, the Commission was able to serve 5,038
certified claims on the Department of Revenue, a 500X Increase.

b) The Child Support Enforcement Division currently serves approximately
6,012 attachments. This 1s an almost 50% Increase over 1986.

c) The court system of Alaska processes approximately 25,000 criminal
cases, alone, a percentage of which result 1n fines.

d) Under the present system, private parties account for 8,820 claims
each year. Given that the cost of service will stay the same and
that the amount of recovery has gone from a potential $400 to a
potential $700, the number of private party services will Increase
dramatically.

e) In 1987, the department experienced 37,393 claims on Permanent Fund
Dividends, almost twice as many as 1n 1986 and four times as many as
In 1985. Even without the passage of this bill, we expect at least
50,000 claims 1n 1988. With the passage of this bill, the total
numbers could easily reach 100,000.

I would assume and hope that this bill would not effect the 1988 dividend
distribution. Assuming that the bill became law 1n mid-May 1t would be
Impossible to get everything 1n place, and complete the printing,
programming, staff recruitment and training necessary to Implement the
bill before the filing deadline of June 30. By that time, the department
has already received thousands of claims and assignments, made under the
expectation that they will be processed under the current law. It 1s
arguably not fair to take an applicant®s dividend (except $100) when tue
applicant filed under a law which provided for a 50% exclusion.

Page 2 of 5
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IT the provisions of this bill are Intended to take effect 1n mid-stream,
a new analysis of costs will have to be done to Include the cost of

dealing with a very lrate public.

Program Summary:

The department®s responsibilities under this bill would be as follows:

a)

b)

d)

Forms Printing: The Department of Revenue would print an auxiliary
Permanent Fund Dividend "Claim by Government Agency" to be
distributed to all agencies Ildentified 1n the definition of agency.
The "PFD Claim form™ would require of the agency:

D The name and address of the agency.

2) The full name, address and blrthdate of the obligee.

3) The amount of the claim.

4) A statement of the basis of the claim. (Some consistent, short
form of reasons would have to be worked out with the many
"agencies.” The data capture of a free form reason would be
very expensive.)

6) If applicable, a case name and number.

Systems/Programming Changes: The bill will require many changes,
Including the recognition of a new category of "claim form."

Individual, private claims will continue to be processed one at a
time, with unique problems. Claims from state agencies will be
automated to some extent. The court system 1s not be prepared to
provide automated services of claims via tape matches, and so the
claims will be served and processed the same as private claims.

Agencies which are part of the Alaska State Accounting System will be
paid through the system with supporting Information provided. The
court system will be paid by check.

The department currently receives thousands of contacts from debtors
whose dividends have been attached, despite our best efforts to steer
their complaints, appeals, etc. to the creditor who served the
attachment. At the point when 50,000 - 60,000 Alaskan families are
being affected by this expedited process, the number of such
contacts, and the number of contacts with the Legislature, the
Governor®s Office and the Ombudsman 1s definitely going to Increase.

1. Positions:

2 PPT Accounting Clerk 1, RS,

@ $2,270.18/Mo each Including

salary and benefits for

8 months = $36.3

These positions will assist the

existing Accounting Clerk 11 1In

the processing of the existing

attachments and assignments.

This also Involves correspondence

and telephone contact with the

many compenng garnwhor& Page 3 of b
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b)

3 PPT Data Processing Clerk 1,
R8, 0 $2,270.18/Ho each Including
salary and benefits for 3 months =

These positions will perform the
data capture necessary on the
claims to enable the department to
comply with the provisions of

the bill.

Total Personal Services

Other Costs;

Travel: None.

Contractual :

Printing

Includes printing costs associated
with 75,000 claim forms, 60,000

notices of appeal rights, and
60,000 notices of claim.

Postage

Includes postage for claim
notices and bulk shipment of
claim forms to agencies.

Data Processing Chargeback from
Department of Administration
estimated 50.0 In FY89, Including

development; 30.0 1n years
thereafter.

TOTAL Contractual

Equipment

Purchase 2 Wang 4250 workstations
to provide access to the PFD
System for the accounting staff =

Purchase 3 Wang 4230 workstations
for data capture =

Purchase 1 Wang VS-100 I0P =
TOTAL Equipment
Supplies:

TOTAL COST

20.4

28.0

50.0

$4.8

7.2

3.6

$66.7

$83.1

$15.6

$1.8

$157.2

page 4 of
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Suggested Amendments:

It 1s Impractical for the Department of Revenue to be sending thousands of
notices of claim and appeal rights to applicants, on behalf of other

agencies. The notices and ajM further contact should be by the creditor
agency, not Revenue. We will need to work with the concerned agencies and the
committee staff to effect this change.

Attachments: None.

Page 5 of 5
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FISCAL NOTE
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Title: An act relating to collection of BRU: Permanent Fund Dividend
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Requestor: House Judiciary Committee
EXPENDITURES/REVENUES:  (Thousands of Dollars)

| OPERATING
H*P*E"ft*S"OhAL SERVICES" |

I TRAVEL I

I CONTRACTUAL I

I SUPPLIES 1 .

I EQUIPMENT ) 15.6
I LANDS & STRUCTURES |

I GRANTS, CLAIMS |

I MISCELLANEOUS !

I TOTAL- OPERATING |

CAPITAL T
REVENUE

FUNDING:  (Thousands of Dollars)

I GENERAL FUND T

I FEDERAL FUNDS

I OTHER (PFD) I 157.2 121.6 121.6 121.6 1 121.6
I TOTAL 1 157.2 121.6 121.6 121.6 1 121.6

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY
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Division: Permanent Fund Dividend" Date: _  1/15/68
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Agency: Revenue

Distribution (by preparer):
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Department of Revenue
Permanent Fund Dividend Division
Fiscal Note Analysis
CSHB 223
1/15/88

Assumptions:

1) Since a claim under the proposed section 3 would be Infinitely easier for

2)

state agencies and the courts to use, those entitles would use this
mechanism exclusively. It 1s Impossible to estimate the number of such
claims the Department of Revenue might receive. However, the following
will give some ldea of the volume.

a) In 1986, the Postsecondary Education Commission was able to get only
800 of their 2,000 attachments through the courts and served on the
Department of Revenue. In 1987, under provisions similar to the
proposal 1n this bill, the Commission was ableto serve 5,038
certified claims on the Department of Revenue, a 500% Increase.

b) The Child Support Enforcement Division currently serves approximately
6,012 attachments. This is an almost 50% Increase over 1986.

c) The court system of Alaska processes approximately 25,000 criminal
cases, alone, a percentage of which result 1n fines.

d) Under the present system, private parties account for 8,820 claims
each year. Given that the cost of service will stay the same and
that the amount of recovery has gone from a potential $400 to a
potential $700, the number of private party services will Increase
dramatically.

e) In 1987, the department experienced 37,393 claims on Permanent Fund
Dividends, almost tulce as many as 1n1986 andfour times as many as
1n 1985. Even wlthcut the passage of this bill, we expect at least
50,000 claims 1n 1988. With the passage of this bill, the total
numbers could easily reach 100,000.

I would assume and hope that this bill would not effect the 1988 dividend
distribution. Assuming that the bill became law In mid-May 1t would be
Impossible to get everything 1n place, and complete the printing,
programming, staff recruitment and training necessary to Implement the
bill before the filing deadline of June 30: By that time, the department
has already received thousands of claims and assignments, made under the
expectation that they will be processed under the current law. It is
arguably not fair to take an applicant®s dividend (except $100) when the
applicant filed under a law which provided for a 50% exclusion.

Page 2 of 5
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IT the provisions of this bill are Intended to take effect 1n mid-stream,
a new analysis of costs will have to be done to Include the cost of

dealing with a very lIrate public.

Program Summary:

The department®s responsibilities under this bill would be as follows:

a) Forms Printing: The Department of Revenue would print an auxiliary
Permanent Fund Dividend "Claim by Government Agency" to be
distributed to all agencies Identified 1n the definition of agency.
The "PFD Claim form™ would require of the agency:

1) The name and address of the agency.

2) The full name, address and blrthdate of the obligee.

3) The amount of the claim.

4) A statement of the basis of the claim. (Someconsistent, short
form of reasons would have to be worked out with the many
"agencies." The data capture of a free form reason would be
very expensive.)

6) If applicable, a case name and number.

b)  Systems/Programming Changes: The bill will require manychanges,
Including the recognition of a new category of "claim form."

c¢) Individual, private claims will continue to be processed oneat a
time, with unique problems. Claims from state agencies will be
automated to some extent. The court system 1s not be prepared to
provide automated services of claims via tape matches, and so the
claims will be served and processed the came as private claims.

d) Agencies which are part of the Alaska State Accounting System will be
paid through the system with supporting Information provided. The
court system will be paid by check.

e) The department currently receives thousands of contacts from debtors
whose dividends have been attached, despite our best efforts to steer
their complaints, appeals, etc. to the creditor who served the
attachment. At the point when 50,000 - 60,000 Alaskan families are
being affected by this expedited process, the number of such
contacts, and the number of contacts with the Legislature, the
Governor®s Office and the Ombudsman 1s definitely going to Increase.

Positions:

2 PPT Accounting Clerk 1, R8,

© $2,270.18/Ho each Including

salary and benefits for

8 months = $36.3

These positions will assist the
existing Accounting Clerk IlI 1n
the processing of the existing
attachments and assignments.

This also Involves correspondence

and telephone contact with the
aany competing garnishors. Page 3 of 5



b)

d)

3 PPT Data Processing Clerk 1,
R8, @ $2,270.18/Ho each Including

salary and benefits for 3 months =
These positions will perform the
data capture necessary on the
claims to enable the department to

comply with the provisions of
the bill.

Total Personal Services

Other Costs:

Travel: None.

Contractual :

Printing

Includes printing costs associated
with 75,000 claim forms, 60,000
notices of appeal rights, and
60,000 notices of claim.

Postage

Includes postage for claim
notices and bulk shipment of
claim forms to agencies.

Data Processing Chargeback from
Department of Administration
estimated 50.0 in FY89, Including
development; 30.0 1n years
thereafter.

TOTAL Contractual

Equipment

Purchase 2 Wang 4250 workstations
to provide access to the PFD
System for the accounting staff =

Purchase 3 Wang 4230 workstations
for data capture =

Purchase 1 Wang VS-100 10P =
TOTAL Equipment

Supplies:

TOTAL COST

NO. 4
CSHB 223 (Jud)
HOUSE 1/18/83

20.4
$56.7
$5.1
28.0
50.0
$83.1
$4.8
7.2
3.6
$15.6
$1.8

$157.2

Page 4 of 5
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Suggested Amendments:

It 1s Impractical for the Department of Revenue to be sending thousands of
notices of claim and appeal rights to applicants, on behalf of other

agencies. The notices and alj further contact should be by the creditor
agency, not Revenue. We will need to work with the concerned agencies and the

committee-staff to effect this change.

Attachments: None.
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1088 LEGISLATAR SEsi10n PUBLISH DATE. HOUSE /355
| FISCAL NOTE
REQUEST:
Revision Date: Agency Affected: Commerce & Econ. Dev.

Title:An Act relating to remedies for the ggy;Occupational Licensing
collection of debt involving PFD"s.

Sponsor: Reps. Swackhammer & Larson Components:.

Requestor: House Finance

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93
PERSONALSERVlCES ft 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 n 0 0 n 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND* STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 n 0
MISCELLANEQUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0
CAPITAL 0 0 0 0 0 0
REVENUE 0 0 0 0 0 0

FUNDING:  (Thousands of Dollars)

GENERAL FUND 0
FEDERAL FUNDS 0
OTHER 0
TOTAL 0

POSITIONS:

FULL-TIVE
PART-TIME 0
TEMPORARY 0 0

ANALYSIS : (Attachasgarate page ifnecessary)

(See attached)
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Agency: Commerce and EconbinXc”Development
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No.

CONTINUATION of FISCAL NOTE ANALYSIS

For Bin/Rcso.u.ion No. CSHB 223 (FIN)

The Division of Occupational Licensing experienced approximately 37
of NSF checks submitted annually for licensing fees during FY 86 and

FY 87. At that rate, 37 of the projected FY 88 revenue will total
$55,388.52.

CSHB 223 will allow the division to recover funds for NSF checks through
filing a claim against an individual®s permanent fund dividend check,
after all other attempts to recover the funds are unsuccessful. The
impact of the bill should discourage future non-compliance with attempts
to recover funds.
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FISCAL NOTE

No. 8

Bill Varaioni CSHB 223(FIN)
HEQOBTIT: Publish Data) HOUSE 2/8/G8

Revision Date: 2-4-88 Agency Affected:
Title: An act ralating to permanent BRU1

fund dividends
Sponsor: Swackhammer/ Larson Components:
Requestor: Finance

EXPENDITURES/REVENUES: (Thousands, of Dollars)
OPERATING FY 88 FY 89 * FY 90 FY 91
Personal Services . .. - .

Travel . e . . e . - e . ... e
Contractual e e

Supplies C e e e e e e e ..
o LU 8 11 = 2

Land & SErUCEUIES e e e et e e e e e e e eeeeea e eceamaaaanan

Grants & Claims - .- .- .. .. .
TOTAL OPERATING 0.0 0.0 0.0 0.0

CAPITAL
REVENUE e . - e e e, - 7

FUNDING:-------- tThousands of Dollars)
General Funds 0.0 0.0 0.0 0,0

Federal Funds e e e e e
Other e . e ..

TOTAL 0.0 0.0 0.0 0.0

POSITIONS:
Full-time
Part-time
Temporary

ABALX{lISI ,(Attach, .a, aeparfltfi-pagB-If..necessary)

See attached fiscal analysis.

Prepared byT/dah /fifttfandoercry General Counsel

Alaaka Court System
Trial Courts

Phone: 264-8215

Division: " Alaska Courtr®system Date: 2-4-88
Approved by :"AMMITAINSWASNIMAr'Am~Anlatritlve Director Date: 2-4-88
Agency: Alaska Court System

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management & Budget
Impacted Agency(ies)

Senate Searetary
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CSHB 223(FIN)
HOUSE 2/8/88
ALASKA COURT SYSTEM

. - FISCAL ANALYSIS

The court system anticipates that the Department of Law will use this bill's
procedures to collect court-ordered fines and restitution and that the receipts
will be returned to the general fund or to the affected victims after deducting
the proposed administrative fee. The court system assumes that the fiscal
impact of the fee will be offset by the decreased number of writs of execution
that must be processed by the clerks of court for state agencies.

page 2 of 2
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REQUEST;

FISCAL NOTE

Revision Date: ? /1 O/ftft

Title: "An Act relating to remedies for
the collection of debt..."

Sponsor: Swackhamner & Larson

Requestor: House Rules

EXPENDITURES/REVENUES:
OPERATING FY 88

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0 0

FY 89

CAPITAL

REVENUE

FUNDING:  (Thousands ofDollars)
GENERAL FUND
FEDERAL FUNDS

OTHER
TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attach asgaratepage ifrnecessary)

Joe S , Director

Preparedby :
Employment Security

Division : ,
Jim Sampson

Approved by Commissioner:
lahnr &

Agency: ,,

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office ofManagement and Budget
Impacted Agency(ies)
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bill version:CSHB 223 (Fin
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mmpnnrmc- Unemployment insurance

(Thousands of Dol lars)

FY 90 FY 91 FY 92 FY 93
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Phone: 465-2719
Date:. 2/10/88

Date: 2/10/88



No. 9

CSHB 223 (FIN)

Analysis of Fiscal Note HOUSE 2/11/83
For CSHB 223 (Fin)
NEW REVISED

This bill would require Departments making a claim against an individualrs
permanent fund dividend to pay the Department of Revenue the administrative
costs associated with that claim. This would be an additional procedure the
Department of Labor could wuse in order to collect Unemployment Insurance
benefit overpayments and delinquent employer contributions., The Department
anticipates no overall additional cost to the Unemployment vince program
as a result of this new procedure. Savings associ with the new
procedures would be used within the program to pay the Depas Jent of Revenue
the approximately $10 per claim in administrative costs. The collections
from the attached dividends would be deposited in the Unemployment Insurance
trust fund, which is used to pay the U.l. benefits. The estimated number of
claims attached would be as follows:

1989 1990 1221 1222 1221

Total Clains 3200 3700 4200 4500 4500

Assumptions:

1. An effective date of April 1, 1989.

page 2 of 2
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April 3, 1906

Harold M. Brown, Attorney General
Department of Law

P. 0. Box K

Juneau AK 99811

Dear Hal:

Although 1 have not yet received your response to my July 17, 1985 letter requesting
that the Department of Law assume 1its statutory responsibility for collection of
monies due to the state on court judgments, 1 have asked each judicial district to
compile case history information about monies due.

Each judicial district was recently asfc.ed to provide my office with a statement of all
outstanding amounts due to the state from court orders for fines and payment for
court-appointed attorneys, and for restitution due to private parties. Preliminary
figures for the total of these three categories are as follows:

First district - $1.5 million
Second district - $ 23,500
Third district - $3.4 million
Fourth district - $1.1 million

The accounting information received in my office must be checked against actual court
records before we can assure accuracy In each individual case. We are prepared to
pull files and verify amounts due in each case we will be turning over to your office
for collection. Please let me know your plans in this regard, so that 1 can plan for

an orderly reporting process.

Thank you for your help and cooperation. Please contact me if you have any questions.

«Sincerely,

Arthur H. Snowden, II
Administrative Director

cc: Chief Justice Rabinowitz
Presiding Judges
Area Court Administrators
Stephanie Cole
Karla Forsythe
Bob Fisher



LOAN PROGRAM
INDIRECT LENDERS (BOND SALES)

AK HOUSING FINANCE CORP T(ALL PROGRAMS) 129,345,072,
AX INDUSTRIAL DEVELOPMENT AUTHORITY
AIDA PURCHASED 23,769,30
APPROPRIATED TO AIDA 2,585,04
AK MEDICAL FACILITY AUTHORITY
AK MUNICIPAL BOND BANK

DIRECT LENDERS (APPROPRIATIONS)
AGRICULTURAL REVOLVING LOAN FUND 4,792,353,

ALASKA POWER AUTHORITY

POWER PROJECT FUND

RURAL ELECT. REVOLVING LOAN FUND

ALASKA RESOURCES CORPORATION 1,71
ALTERNATE TECH. REVOLVING LOAN FUND 47
BULK FUEL REVOLVING LOAN FUND

CHILD CARE FACILITY REVOLVING LOAN FUND 18
COMMERCIAL FISHING REVOLVING LOAN FUND 3,10
FISHERIES ENHANCEMENT REVOLV. LOAN FUND 1,65
GRAIN RESERVE LOAN FUND 3
EIS ORICAL DISTRICT REVOLVING LOAN FUND
M
M

%BSING ASSISTANCE LOAN FUND 4,875,346,

MALPRACTICE LIABILITY LOAN FUND

INING LOAN FUND 3,877,000
POWER DEVELOPMENT REVOLVING LOAN FUND
RESIDENTIAL ENERGY CONSERVATION FUND 118,000
SCHOLARSHIP REVOLVING LOAN FUND 49,275,864
SMALL BUSINESS REVOLVING LOAN FUND 4,343,000
TEACHER SCHOLARSHIP LOAN FUND
TOURISM REVOLVING LOAN FUND 108,000
VETERANS REVOLVING LOAN FUND 1,353,000
WATER RESOURCES REVOLVING LOAN FUND

TOTAL LOANS IN DEFAULT 237,514,447.
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\LASKA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

P.O. Box Y, State Capitol
Juneau, Alaska 99811-3100
Mail Stop 3100
(907) 465-3991

March 16, 1987
VEMORANDUM

TO: Representative Swack Swackhammer
ATTN:  Tom Wright

FROM:  Penelope Weyhrauch,
Legislative Analys

rRe:  Outstanding Court Fines: Attaching Permanent Fund Dividends
Research Request 87.187

You asked for information on the collection of fees and fines levied by the
Alaska Court System, and the amount of fees and fines that are presently
outstanding. You were interested in the Alaska Court System®s collection
efforts, particularly the procedures and problems in attaching a debtor®s
Permanent Fund Dividend (PFD) to pay fines levied by a judicial officer.

Fees and Fines

There are no outstanding f|||ng fees owed to the Alaska Court System
because fees are always paid at the time of filing a legal document. Fees
are assessed of everyone and are standard--that is, everyone, pays the same
amount when filing a particular document. Attorney fees could be
assessed against a party in a lawsuit, but these fees would generally be
payable to the other party and not to the court. However, 1in a criminal
case, a court will appoint an attorney for those who are financially unable
to obtain one, but may require that a defendant pay a portion of the
attorney"s fees.

A fine is a penalty, the amount of which is set on an individual basis by
a judicial officer. Karla Forsythe, Staff Counsel for the Alaska Court
System, said that there are no centralized records on how much is owed to
the State in outstanding fines. She said that each court in the state has
its own records, only some of which are computerized. dn pril 1986, the
ourt System estimated that OVEr $6 million was. owed for outstandlng
ines, court appointed attorney fees, and restitution to private partie
(Attachment A). Ms. Forsythe said that specific amounts outstanding in
each of these categories IS not available. She also said that the total
amount outstanding has probably increased during the past year.



Representative Swac....ammer
March 16, 1987
Page 2

Collection Efforts

According to Ms. Forsythe, very little 1is done by the Court System to
collect outstanding fines and attorney fees owed to the State. There is no
collection agency within the judicial branch, nor does the Alaska Court
System believe that the collection of outstanding balances is a judicial
function. The Court System believes that collection should be done by the
executive branch and has emphasized that in letters to the Attorney
General®s office (Attachment B). In regard to collection efforts by the
Court System, Arthur Snowden, Adminstrative Director of the Court System,
wrote "The Supreme Court has indicated that 1is is unwise if not
unconstitutional as a violation of the doctrine of separation of powers for
the court to combine judicial and executive functions.”l According to
Ms. Forsythe, the Attorney General®s office has not responded to the Court
System®s request for executive branch action. Patrick Conheady, Assistant
Attorney General, agreed that the collection of fines 1is an executive
branch function.

Bob Fisher, Fiscal Officer for the Court System, was not aware of the
collection efforts that had been made by the courts, since that information
is not centralized. He suggested that 1 contact the clerks of the larger
Alaska courts. Susan Paterson, Clerk of the Court in Fairbanks, said that
over $8,000 was collected from the assignment of PFDs by defendants with
outstanding court fines. (The assignment 1is the voluntary signing over of

an individual®s right to a PFD.) David Haas, Clerk of the Court in
Juneau, said that no efforts for the collection of outstanding court fines
have been made by the Juneau office. I was unable to reach the clerk of

the Anchorage court.

Attaching Permanent Fund Dividends

The Department of Revenue is responsible for issuing PFDs. According to
Mike McGee, Chief of PFD Operations in the department, State agencies can
garnish 100 percent of an individual®s PFD if the individual has a debt to
the Stated Child support obligations have the highest priority for
garnishment. Court-ordered restitution and probation fees are second in
priority and All other attachments are applied on a "first come, Tfirst
served basis.

better to Hal Brown, Attorney General, from Arthur Snowden, Adminis—
trative Director, Alaska Court System, July 17, 1985.

federal agencies may garnish 100 percent of an individual®s PFD.  All
other creditors can garnish only 50 percent of an individual®s PFD.

3Alaska Statutes 43.23.085 (Attachment C).
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According to Mr. McGee, the garnishment of an individual®s PFD is initiated
by the Department of Revenue when.a court order or an administrative levy
is received from a State agency. 4 An administrative levy occurs when an
agency makes an administrative decision that a person has a monetary
obligation to the agency. The agency presents a list of persons with
obligations to the Department of Revenue and the department matches this
with a list of persons receiving PFDs. The dividends of persons with
obligations to State agencies are then garnished. For example, the Child
Support Enforcement Division of the Department of Revenue routinely uses
administrative levies to garnish PFDs of persons who are found to be
delinquent in child support payments.

Individuals who do not applyfor PFDs have no claim to a dividend and
therefore, a State agency to which individuals owe money cannot garnish
their PFDs. Mr. McGee said that for a garnishment to occur, a name must
match exactly the name wunderwhich a person applied for a PFD. If the
agency sends a name for garnishment that does not have a match in the PFD
listing, the PFD will not be garnished.

Ms.Forsythe and Susan Miller, Manager of Special Projects at the Alaska
Court System, said that there are several reasons that the Court System has
not been more aggressive in garnishing PFDs for the payment of outstanding
fines.

Responsibility for Collection. The Court System maintains that
the collection of fines is a function of the executive branch and
not the judicial system.

Court Authority for Garnishment. According to Ms. Miller, because
no statute gives a judicial officer specific authority to garnish an
individual®s PFD, some judges do not believe that they have the
authority to do so. Each judge in the Court System makes his/her
own decision regarding the limits of his/her authority if there is
no specific legal guideline. Ms. Miller said that it was her
opinion that under the common law, courts have the authority to use
civil execution procedures to collect fines. Ms. Forsythe said that
the legislature could set clear authority for the courts to attach
PFDs.

Cor the purposes of this memorandum, "attaching” and "garnishing™ are
used interchangeably.

Conference Call, Karla Forsythe and Susan Miller of the Alaska Court
System, March 11, 1987.
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Attaching Property for the Collection of Criminal Fines. Several
attorneys with the Court System with whom 1 spoke mentioned that
they were not sure about the legality of attaching property for
outstanding fines levied in a criminal case. Attaching property
has always been associated with civil judgments and imprisonment has
been associated with criminal judgments. Patrick Conheady, with the
Department of Law, however, believes that AS 12.55.025 (P
establishes clear authority for the garnishing of a defendant"s PFD
for the payment of an outstanding fine. This statute states that
"..a sentence that the defendant pay money, either as a fine or in
restitution or both, constitutes a lien in the same manner as a
judgment for money entered in a civil action.” (Attachment E).

The Civil Execution Process is available for individuals and State
agencies who have won a civil judgment against an individual and are
attempting to attach property as payment. Alaska courts are
required to adhere to the same process as individuals to attach a
person®s property.” According to Ms. Forsythe, the civil
execution process--AS 09.35 and AS 09.38--provides protection to
debtors by providing notice and substantial time frame requirements
so that debtors are assured notice and time to respond to
attachment.

While protecting the debtor, this process would require paperwork,
time and manpower of the courts. Many courts do not have the staff
or the time to engage in the process. Ms. Forsythe said that the
legislature could address this by allowing the court to pursue the
attachment of an individual®s PFD in an abbreviated process. She
suggests that attachment could be as simple as notice to the debtor
in the form of u letter. Ms. Forsythe also said that the Court
System has been looking into the possibility of using the relatively
simple administrative levy process to garnish PFDs, rather than the
complex civil execution process.

Exemptions to the Attachment of Property are included in the civil
execution process and are available to debtors. According to Ms.
Forsythe, there has been confusion over whether the exemption of
liquid assets in AS 09.38.030(b) (Attachment F), applies to PFDs or
not. This exemption allows an individual to retain cash and other
liquid assets of at least $700 per month. Thus, an individual®s PFD
could be exempt from attachment if this statute applies.

c

<Susan Patterson, Clerk of the Court in Fairbanks, said that some people
believe that AS 12.55.051 [limits the penalty for the nonpayment of
outstanding court fines to imprisonment (Attachment D).

AThis process is detailed iIn Attachment G, "Execution Procedure for
Judgment Creditors™, Alaska Court System Handbook, July 1986, pp. 10 -
16.
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Ms.  Forsythe said that some people argue that AS 09.38.030(b) does
not apply to PFDs because AS 43.23.065 (Attachment C) provides the
only statutory exemption for the attachment of PFDs. Alaska
Statute 43.23.065 exempts one-half of a person®s PFD from attachment
except for child support, court-ordered restitution, and debts
owed to State agencies. An outstanding fine is considered a debt to
the State and, 1in that situation, an individual®s PFD would not be
included in the partial exemption provided by AS 43.23.065.

I hope this information is useful to you. If you would like us to research
the collection of court fines in other states, we would be happy to do so.
IT you have any questions or would like additional information, please
contact our agency.

Attachment

0
<This statute is not a part of the civil execution process.

O9Ms . Forsythe said that the legislature could aid the Court System in
the collection of PFDs for outstanding fines by clarifying these
statutes. She suggested legislation which states that the liquid assets
exemption in AS 09.38.030(b) does not apply to PFDs, and a clarification
as to whether or not AS 43.23.065 1is the sole statutory exemption
relating to PFDs.



COMMITTEE SUBSTITUTE FOR HOUSE BILL 223 (FINANCE) AM

THE STATE CURRENTLY HAS $237.5 MILLION IN DIRECT LOANS IN DEFAULT. THIS IS
ONLY IN THE LOAN PROGRAMS. THIS TOTAL DOES NOT INCLUDE OVERDUE COURT FINES,
OVERPAID UNEMPLOYMENT BENEFITS, UNPAID CHILD SUPPORT, RESTITUTION FEES NOR
PROBATION FEES.

THE COURT SYSTEM HAS APPROXIMATELY $6 MILLION OUTSTANDING IN COURT FINES.
THE ORIGINAL INTENT OF HOUSE BILL 223 WAS TO ADDRESS THIS ISSUE AND INCLUDE
STATUTORY LANGUAGE THAT WOUID ALLOW THE COURTS TO COLLECT THOSE MONIES VIA
THE PERMANENT FUND DIVIDEND PROGRAM. THE PROBLEM OF COLLECTING OVERDUE
FINES IS NOT UNIQUE TO THIS STATE. ACCORDING TO THE HOUSE RESEARCH AGENCY,
OTHER STATES HAVE HAD LITTLE SUCCESS IN COLLECTIONS. WITH OUR PERMANENT
FUND DIVIDEND PROGRAM, ALASKA HAS A MECHANISM IN PLACE TO ALLEVIATE THE
COLLECTION PROBLEM. THERE IS A PROVISION IN CURRENT STATUTES THAT ALLOWS A
STATE AGENCY THE RIGHT TO COLLECT A PERSON"S PERMANENT FUND DIVIDEND CHECK
IF THAT PERSON OWES MONEY TO THAT PARTICULAR STATE AGENCY. HOWEVER, IT WAS
UNCLEAR WHETHER THE COURT SYSTEM WAS INCLUDED AS A STATE AGENCY.

HERE IS A SECTIONAL ANALYSIS OF CSHB 223 (FINANCE) AM:

SECTION ONE-AMENDS THE STATUTES THAT SET OUT TYPES OF PROPERTY THAT MAY NOT
BE TAKEN TO SATISFY A DEBT BY INCLUDING A REFERENCE TO THE STATUTE EXEMPTING
A PORTION OF A PERMANENT FUND DIVIDEND.

SECTION TWO-ADDS A CROSS REFERENCE IN THE PROVISION CONTAINING THE LIQUID
ASSETS EXEMPTION TO THE PERMANENT FUND DIVIDEND EXEMPTION. UNDER SECTION 4
OF THIS BILL, THE EXEMPTION FOR A DIVIDEND IS LIMITED TO $100, REGARDLESS OF
WHETHER ADDITIONAL AMOUNTS MIGHT OTHERWISE QUALIFY FOR EXEMPTION UNDER THE
$700 LIQUID ASSETS PROVISION.

SECTION THREE-ADDS A CROSS REFERENCE IN THE PROVISION PERMITTING CREDITORS
IN CERTAIN CASES TO LEVY AGAINST EXEMPTED PROPERTY, SO THAT IT IS CLEAR THAT
EVEN IN THESE SPECIAL CASES, THE EXEMPTION PROVIDED FOR UNDER SECTION FOUR
OF THIS BILL REMAINS VALID.

SECTION FOUR-CHANGES THE PERMANENT FUND DIVIDEND EXEMPTION FROM FIFTY PER
CENT TO ONE HUNDRED DOLLARS. PROVIDES THAT NO OTHER EXEMPTION APPLIES.
REQUIRES THE COMMISSIONER OF REVENUE TO PROVIDE THE CASE NAME AND NUMBER
WITH A DIVIDEND DELIVERED TO THE COURT BY THE DEPARTMENT. THE BILL ALLOWS
THE CHILD SUPPORT ENFORCEMENT DIVISION TO CLAIM AN ENTIRE DIVIDEND CHECK
RATHER THAN EXEMPTING ONE HUNDRED DOLLARS FOR THIS AGENCY. IT IS ESTIMATED
THAT C.S.E.D. WOULD LOSE APPROXIMATELY $600,000 IN REVENUE AND OVER $70,000
IN FEDERAL FUNDS IF THE ONE HUNDRED DOLLAR EXEMPTION WAS IN EFFECT FOR THAT
AGENCY.

SECTION FIVE-ADDS A COURT ORDERED FINE AND A DEBT OWED TO THE STATE COURT TO
THE LIST OF CLAIMS THAT HAVE PRIORITY OVER THE OTHER CLAIMS ON A DIVIDEND.
DELETES THE PROVISION THAT AN EXEMPTION IS NOT AVAILABLE FOR CERTAIN CLAIMS.

SECTION SIX-AMENDS THE PROVISION PROVIDING FOR SIMPLIFIED EXECUTION
PROCEDURES FOR CLAIMS ON DEFAULTED SCHOLARSHIP LOANS TO INCLUDE OTHER



PRIORITY CLAIMS. REQUIRES THE DEBT TO BE AT LEAST 90 DAYS OVERDUE BEFORE
THE SIMPLIFIED PROCEDURE APPLIES. REQUIRES A STATEMENT OF THE BASIS FOR THE
CLAIM AND THE DATE THE CLAIM BECAME DUE AS PART OF THE EXECUTION PROCEDURE.
I[F REQUESTED, REQUIRES THE AGENCY OR COURT MAKING THE CLAIM TO AFFORD THE
INDIVIDUAL A HEARING ON THE VALIDITY OF THE CLAIM AND NOTICE OF APPEAL
RIGHTS. ~ THIS ENSURES THAT AN INDIVIDUAL HAS BEEN PROVIDED AN OPPORTUNITY
FOR A HEARING ON THE VALIDITY OF THE CLAIM.

SECTION SEVEN-THIS APPLIES TO THE DEPARTMENT'S COSTS OF PROCESSING THE
CLAIMS.  RATHER THAN HAVING THE PERMANENT FUND DIVIDEND FUND BEAR THE COSTS
OF CLAIMS MADE BY OTHER AGENCIES, THE COSTS WOULD BE ASSESSED TQ THE
CLAIMANTS. THUS, THE GENERAL PUBLIC DOES NOT HAVE TO BEAR THE COST OF DEBT
COLLECTION THROUGH REDUCED DIVIDENDS. FEES WOULD BE ESTABLISHED BY THE
DEPARTMENT OF REVENUE THAT COVER THE ADMINISTRATIVE COSTS OF PROCESSING ALL
CLAIMS AND ASSIGNMENTS.

SECTION EIGHT-PROVIDES NOTICE OF A COURT RULE CHANGE.

SECTION NINE-REPEALS A SUBSECTION, THE CONTENTS OF WHICH HAVE BEEN INCLUDED
IN THE REORGANIZED SUBSECTION SET OUT IN SECTION FIVE OF THE BILL.

SECTION TEN-THE EFFECTIVE DATE WOULD BE APRIL 1, 1989, RATHER THAN
IMMEDIATELY. THIS WOULD ALLOW THE DEPARTMENT OF REVENUE ADEQUATE TIME TO
PROCESS ALL PERMANENT FUND DIVIDEND CHECKS FOR 1988.

HOUSE BILL 223 IS SPECIFICALLY DESIGNED TO RECOUP THOSE FUNDS OWED TO STATE
AGENCIES AND THE COURT SYSTEM THROUGH A LESS INVOLVED, MORE COST EFFICIENT
METHOD AS COMPARED TO THE PROCESS THAT IS CURRENTLY IN USE.
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DEPARTMENT OF REVENUE P.O. BOX'S

JUNEAU. ALASKA 99811-0400

PHONE: (907) 465-2300
OFFICE OF THE COMMISSIONER

CSHB 223
Basic Public Policy Issues

(1) This legislation establishes a "quick-take™ procedure for
collecting state debts owned by an individual through the expeditious
claiming of all but $100 of the person®s Permanent Fund Dividend. (The
Child Support Enforcement Division alone could still claim all of the
dividend).

The effect of this bill 1is to treat Permanent Fund Dividends
differently from other property. This procedure for attachment of
dividends would not be available for claiming other property such as
longevity bonuses. In fact, these forms of property as well as a few
others are completely exempt from virtually any claim, even under the
normal claims process through court proceedings. (AS 09.38.15 and AS
09.38.065.)

The Legislature may wish to consider whether longevity bonuses, for
example, should remain totally exempt from nearly all claims. Like
Permanent Fund Dividends, longevity bonuses are also distributed by the
state without regard to income or wealth. Additionally, the Legislature
may wish to establish the same process of claims for longevity bonuses
which this bill will create for Permanent Fund Dividends.

(2) This legislation would allow all state agencies and state courts
to make claims on Permanent Fund Dividends through a "quick-take"
procedure. Some agencies may choose to use this expeditions procedure,
and some may not. Some agencies who have a large number of large debts
may not use the process, believing that it would not be worthwhile to
collect a small portion of a large debt. This could result in
unfairness, as low-income Alaskans may turn out to be much more likely to
have their dividends claimed to satisfy state debts than other Alaskans
are.

Solutions to this problem include:

_(E) requiring all state agencies and state courts to use either the
"quick-take"™, claims procedure or the normal court process to claim

dividends of debtors within a two-year period of the debt becoming
overdue or entering into default; or

(b) including legislative intent language to the effects of (a); or
(c) requiring all state agencies and state courts to report to the
legislature annually on their debt collection efforts, including reports
of their attachments of all forms of property. The reports would include
explanations of any decisions not to use the expeditious claims
procedure.



(€)) The Permanent Fund Dividend creates the visible link between
each Alaskan and the Permanent Fund. Establishing this abbreviated
procedure for the government to seize the dividend could weaken that link.

Commissioner of Revenue

HM:CG:ml 1



M EM ORANUDUM State of Alaska
Department of Law

™ Hugh Malone DVE: February 3, 1988
Commissioner
Department of Revenue file no.:-

TeL. no: - 465-3600

subject your memorandum concerning

CSHB 223 RECEIVED
ALASKA OFKRTKSMT Of PFYEWUE

FROM: f'EB 03 1988

owe: OF THE CG«MISC;C.VvER

The Department of Law has some concerns with respect to
your memorandum that outlines basic public policy issues concern—
ing CSHB 223. Your undated memorandum was distributed to the
House Finance Subcommittee on February 2, 1988. Specifically,
our comments are directed to your policy 1issue (2), in which you
express a concern that certain agencies may use the process out—
lined in the bill while others may not, resulting in some form of
unfairness. The Department of Law will necessarily be responsi—
ble, either directly or indirectly (by advising agencies), for a
significant percentage of these collections. Please be assured
that this department will utilize whatever collection procedures
are available to maximize the state"s return, regardless of the
size of the outstanding debt, subject only to availability of
personnel .

Our primary concern with your memorandum 1is with re—
spect to the proposed alternative solutions to the problem you
surmise. First, you propose mandating that all state agencies
and courts choose between either this procedure or standard exe—
cution procedures for claims on permanent fund dividends. This
proposal fails to take into consideration the. fact that in cer—
tain cases where the debt is small (e.g., a $10 parking fine), an
agency must be able to decide that it is not worth the adminis—
trative trouble to go through any collection procedures whatsoev—
er. Mandating collection in such a case 1s simply poor adminis—
tration. Also, many agencies are facing personnel shortages, and
as a result, a particular agency may by able to enforce some of
its claims through the expedited procedure and not others. For
example, the Department of Law performs collections in countless
types of cases, including civil and criminal attorney"s fees
awards, court fines, loan collections, civil judgments, and tax
collections. Different attorneys work in different areas of the
lav,, each with varied and constantly changing work loads and dif—
ferent amounts of time available to devote to collection activi—
ties. Offic.. files may be closed now and reopened later when
collection again becomes possible. Given available resources, we
cannot commit ourselves to filing a claim in every case. The
department must have the flexibility to choose the appropriate
execution procedures to utilize on a case-bv-case basis.



Hugh Malone, Commissioner February 3, 1988
Department of Revenue Page 2

With respect to your third proposed solution, requiring
all state agencies and courts to report to the legislature annu—
ally on their debt collection efforts, we believe this is unreal—
istic for the Department of Law, given the diversity and scope of
our cases and our collection efforts.

Please contact me i1f you wish to discuss this matter
further.

JWB :nb

cc w/enc: Bob Evans
Legislative Section
Office of the Governor

Art Peterson
Legislation Section
AGO

Ron Lorensen
Deputy Attorney General
AGO
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tfp.O. BOX K-STATE CAPITOL
The Hon. C. E. Swackhammer JUNEAU. ALASKA 99811
A|aska State HOUSG PHONE: (907) 465-3600
P.0. Box V
Juneau, AK 99811

Re: House Bill 223, relating to
permanent fund dividends
Our File No.: 663-87-0446

Dear Representative Swackhammer:

By memorandum dated March 19, 1987, you asked us to
review a proposed bill to permit agencies to apply for and
receive thepermanent fund dividends of individuals who owe debts
to the agencies. Specifically, you askedus to comment on the
tax consequences of the proposal and to make any other general
comments regarding the draft. A later version of this proposed
bill was recently introduced as House Bill 223, and we will
direct our comments to the version currently under consideration.

Federal Tax Implications

House Bill 223 would permit an ™gency/1 defined as any
state agency, state court, or municipality, to apply for and
receive thepermanent fund dividend of an individual who owes a
debt to theagency. Assuming the procedure proposed to implement
this process 1is workable (see discussion below), you have asked
whether the agency"s action will have federal 1income tax
consequences to the individual. Although an absolute answer 1is
impossible without either an Internal Revenue Service official
ruling or a court decision, we believe a court would characterise
this transaction as a discharge of a taxpayer®s debt, thereby
constituting income to the taxpayer under 26 U.S.C, 86l.

We understand that you asked the same question of the
Legislative Affairs Agency. By memorandum dated March 20, 1987,
Theresa L. Bannister stated that she could not, with any
certainty, provide an answer to your question. On the one hand,
the discharge of a taxpayer®s debts 1s generally included in a
taxpayer®s gross income under 26 U.S.C. 8 61. On the other hand,
because the agency would claim the dividend on behalf of the
taxpayer, who would never claim the dividend himself, the
transaction could be viewed as simply a CECROUHSASHAT RK/ENUEthe

/P To< T VF ?FRVJCCS



The Hon. C. E. Swackhammer April 2, 1987
Alaska State House Page 2
File No.: 663-87-0446

taxpayer®s debt by the agency. Thus the transaction might be
excluded from income as a gift under 26 U.S.C. 8&102.

We believe the better argument is that the discharge of
a debt under these circumstances would constitute gross income.
The bill permits agencies other than the state to apply for and
receive an individual®s dividend. In those cases where a
municipality received an individual®s dividend, an actual
transfer of funds would take place from the dividend fund (within
the state general fund) to the municipality. This would clearly
be a discharge of debt, rather than a write-off of debt.
Although the question 1is arguably closer where the state 1is the
debtor, the language of the bill implies an actual discharge of a
debt by the state, rather than a gift. Finally, as noted by
Tamara Brandt Cook, Director of the Legal Services Division,
Legislative Affairs Agency, in a memorandum dated March 23, 1987,
were this ,to be interpreted as a gift, the transaction could
violate article IX, section 6, of the Alaska Constitution. Given
the generally aggressive posture of the Internal Revenue Service,
which views any exemption claim with skepticism, we believe the
IRS would treat any agency claim for a permanent fund dividend as
taxable income to the individual.

Other Legal Issues

rUllix jl-"*- w f—0 .. vU*~rWUuU1lU cifcolUlcU Fm-ilUml, 11d 11 cllgCjUUUCI L.116
due |process/requ”iremen™"

be"cause. "vby/exemptirig .these.\trahsactioris :-?fron ".they-ngrmal “execution,
-tirocediires™ " in I:/5""09 *25 e"h"211 ""dnes %inofe-rirmrfdp £or*{notice"""and
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Third, this legislation raises some questions
concerning how a particular agency is going to determine whether
or not a particular individual "is eligible to receive the
dividend." AS 43.23.005(a) provides as part of the eligibility
requirements for a permanent fund dividend that the individual be
a state resident. "Residency" is established when an individual
is physically present in the state "with the intent to remain in
the state indefinitely and to make a home in the state."
AS 01.10.055(a). Since residency depends on the state of mind of
the individual, it is difficult to see how an agency could defend
its "belief" that the individual is a resident, should the belief
be challenged by the individual himself. Although it is unlikely

that many will make such a challenge, since the only negative
consequence of the agency's actions will "be an increased tax
liability and the individual will gain an even larger debt

write-off, such a challenge is certainly plausible, and if made,
the agencyls. position would likely be indefensible.

We also note a few other practical questions raised by

the bill. The bill fails to mention what procedures to use |if
the agency's claim is for less than the full amount of the
dividend. In that case, is the entire check sent to the agency,

or should the Department of Revenue issue separate checks to both

ilncregsmg -the; Department%oé%Rev e, "adm_inﬁstrative cost's7:thls
DEblany~ tbelisverthatahsAc halleny shuholuihes to-benelenge the
achiq :
adm |H¥sﬂat| e’Qprocesses’§ ﬁtﬁe_yDepartme,t"b .;";Revenuqe. We
Viol maira i t*./T.7niil'a His''nnra '|nnrnWr|o+‘/-..-'-P| t.a(ranjkillg the
therefore’

A
' f .ing( hatyartyh”~"Tenge”""he ””‘maapep
y

. Finally, lieve sec. 5 of the bil|l should be clar-
ified The reference fo as 09.38.085 s oulol aPso In ?u e .a
reference to As 09,38075(b and  as 09.38.080&(:21. Fur ot
888 s tPat thF inal twd. sentences l%emg added t 48.23.-

a) refter only to situations where the Court is the cr 1tor.
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If this is the drafter's intent, we would recommend that these
two sentences be moved to a separate subsection.

We hope this answers your questions.
Sincerely,

GRACE BERG SCHAIBLE
ACTING ATTORNEY GENERAL

fafey W. Bush
sistant Attorney General

JWB: Ib
ccr™lSrvin Jones, Director

- Administrative Services
Department of Revenue

Arthur H. Peterson, AAG
Department of Law
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Chapter 38. Alaska Exemptions Act.
S;gt'EEo en’w eermgF without I‘mitegion %Tg.“&%justrrent of dollar amounts
. Seeinp on of earnings and liquicl as-

Sec. 09.38.010. Homestead exemption.
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Sec. 09.38.015. Property exempt without limitation, (a) An in-
dividual is entitled to exemption of the following property

1) a burial plot for the individual and the individual's family;

») health aids reasonably necessar)( to enable the individual or a
dependent to work or to sustain health;

3) benefits paid or payable for medical, surqlcal or hospital care to
the extent they are or will be used to or che care;

(4) an award under AS 18,67 (Violent rlmes Compensation Board)
0r a crime victim's reparatlons Act of another jurisdiction;

5) benefits paid or Bayable as a longevity bonus under AS 4745

| |compensatlon or benefits paid or payable and exempt under fed-
eral law;

7) liquor licenses granted under AS 04;

limited entry permlts granted under AS 16.43, except as pro-
vided in_that chapter
The right to benefits held by the state on behalfofan individual

which may become payable by reason of disability, unemployment or
iliness, amounts held in the teachers’ or public emploxees retlrement
system, and child support collections made by the child support en-
forcement a?encfy are exempt,

tc) ProEer the state, a general law or home rule mummpallty
the Alaska State Building Authority, the Alaska Municipal Bond
Bank Authority, or other state public corporation s exempt



809.38.020 Alaska Statutes Supplement 809.38.030

éd% Real property held by a cemetery association established under
AS 10.30 for the gurpose of & cemetery and not exceeding 80 acres is

exempt. (8 2 ch 62 SLA 1982)
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NOTES TO DECISIONS
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Sec. 09.38.020. Exemptions of personal property subject to
value limitations.

oS BT

Sec. 09.38.025. Exemption of unmatured life insurance and
annuity contracts.
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Sec. 09.38.030. Exemption of earnings and liquid assets,
fa) Except as provided_in (bg_and &c)ofthls section and AS 09.38.050
an individual debtor is_entitled to an exemgtlon of the individual
debtor's weekly net earnings not to exceed $175. The weekl¥ net earn-
ings of an individual are determined by subtractmg from the weekl
%ross earnings all sums reﬂuwe_d by law or court order to be withheld.

he weekly net earnings of an individual paid on a monthly basis are
determined by subtracting from the monthly gross earnings of the
individual all’'sums required by law or court order to be withheld and
d|V|d|ng the remainder by 4.3. The weekly net earnings ofan individ-
ual paid on a semi-monthly basis are determined by subtracting from
the semi-monthly qross earnings all sums required by law or court
order to be withheld and divi mgi the remainder by 2.17.

(b) An individual who does not receive earnings’ either weekly,
semi-monthly or montth Is entitled to a maximum exemption for the
aggregate value of cash and other liquid assets available in any
month of $700, except as provided in AS 09.38.050. The term "liquid
assets” includes deposits, securities, notes, drafts, accrued vacation
pay, refunds, prepayments, and receivables.

&/:) A creditor may Ie\(Y upon earnings exempt under (a) and (b) of
this section if the creditor's claim is



§09.38.050 Code of Civil Procedure §09.38.115

(1) enforceable against exempt property under AS 09.38.065(a)(1);
or

gz) enforceable under an order of a court of hankruptcy under 1.
US.C. 1301 — 1330 (Bankruptcy Reform Act of 1978)..

(d) If the individual debtor is a nonresident:- the iimuutions on gar-
nishment imposed under 15 U.S.C. 1673 appli/w. o

ée& The following property, unless exempt without limitation under
AS (9.38.015, u‘oon receipt by and while it is in the possession of the
individual, shall be treated as earnings, income, cash, or other liquid
assets under this section: S

1) benefits paid by reason Qfdlsabl|lt¥, iliness, or unemployment;

2) money or property received for alimony or separate mainte-
nance; _ ,

'(ﬁ) proceeds of insurance, a judgment, or a settlement, or other
rights accruing as a result of bOdI|¥ injury of the individual or of the
wrongful death or bodily injury of another individual of whom the
individual was or is a dependent; _
_ ‘4) proceeds or benefits paid or payable on the death of an insured
if the ‘individual was the spouse or a dependent of the insured:; and

(5) amounts paid under a stock bonus, pension, profit-sharing, an-
nuity, or similar plan or contract, p_rowdm? benefits by reason of age
illness, disability, or length of service. (§ Z ch 62 SLA 1982; am § 36
ch s SLA 1984¥
el R TR (e i pocreh () of s

Sec. 09.38.050. Increased exemption amount.

Cross references. — For cur Snt ex-
? t10n amo %BeeSAlaska MINIS-
rative Code Y5.030.

Sec. 09.38.065. Claims enforceable against exempt property.
NOTES TO DECISIONS
due. cplld support . claims to ?xect%tg
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Sec. 09.38.115. Adjustment of dollar amounts, %a) The doI_Iar
amounts in this chapter change, as provided in this section, accordlnﬁ
to and to the extent of changes in the Consumer Price Index for a
Urban Consumers for the Anchorage Metropolitan Area compiled by
the Bureuu of Labor Statistics, United States Department of Labor
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Adividual owner may not exceed that individual owner’s pro rata por-
ion of $27,000. _ _ _
JIf property that includes a homestead is sold under an execution,
«he sale hecomes effective upon confirmation by order ofthe court. The
urt shall enter the order ofconfirmation unless, within 60 days after
sale, the individual repurchases the property under this section or
he court extends the time for confirmation upon the filing of a timely
r.otion by a party in interest. The individual maP/ repurchase progerty,
deluding that individual's homestead, at a sale on execution before
.onfirmation by paying into court the costs of the sale plus the lesser
meither (. ) the difference between the highest bid and the amount of
-lie exemption in the property, or (2 ) the amount ofthe creditor's claim,
'f the individual does not exercise the repurchase right under this
subsection, the clerk of the court shall first remit an amount deter-
mined to be exempt to the individual from the_Proceeds ofsale and the
balance less the cost of the sale to the creditor. For the purPose of
collecting an amount remaining -unpaid on a judgment after
repurchase of property by an individual under this subsection, the
creditor or the creditor's assignee may not make another levy on the
pro(?erty repurchased. o o
(d) Upon,entr)( of the order of confirmation under Sc) of this section
and expiration ofthe time period for reFurchas_e, the clerk mar execute
a deed to the property and when delivered it shall be sufficient to
convey all title of the individual in the premises sold to the purchaser
at the sale. (§ 2 ch 62 SLA 1982)

Cross references, — For provisions  value specif ion (o) ofthis
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sec. 09.38,015. Property exempt without limitation, (a) An indi-
vidual is entitled to exemption of the following property:

() a burial plot for the individual and the individual's family;

() health aids reasonably necessary to enable the individual or a
dependent to work or to sustain health;

(3) benefits paid or payable for medical, surgical, or hospital care to
the extent they are or will be used to pay for'the care;

(4) an award under AS 18.67 (Violent Crimes Compensation Board)
or a crime victim's reparations Act of another jurisdiction;
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5) benefits paid or payable as a Iongewty bonus under AS 47.45;
compensation or benefits paid or payable and exempt under
federa law;

7) liquor licenses granted under AS 04;

limited entry permits granted under AS 16.43, except as provided
in that chapter.

(b) The rlght to benefits held by the state on behalfofan |nd|V|duaI
which may become payable by reason of disability, unemployment or
illhess, amounts held in the teachers' or public employees' retirement
system, and child support collections made by the child support
enforcement agency are exempt.

(c) Property of the state, a general law or home rule municipality,
the Alaska State Housing Autfority, the Alaska Municipal Bond Barik
Authorlty or other state public corporatlon IS exempt,

é l Real property held by a cemetery association established under

0.30 orthe 6% ose of acemetery and not exceeding 80 acres is

exempt. (8 2 ch 62 SLA 1982)
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Sec. 09.38.020. Exemptions of personal property subject to
value limitations, (a) An individual is entltled to an ‘exemption in
property not to exceed an aggregate vaIue of $1,500 chosen by the
individual from the following categories of property:

(11] household goods and wearing apparel reasonably necessary for
one household;
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843.23.055 Revenue and Taxation 843.23.065

Sec. 43.23,055. Duties of the department. The department shall

annuaIIy pay permanent fund dividends from the dividend fund;

2] adopt regulations under the Administrative Procedure Act (AS

44, 62? that establish Rrocedures and time limits for clalmlng a perma-

nent fund dividend; the department shall set the time limi forath

cations for permanent fund dividends so that the number of eligible

applicants is determined by October . of the year for which the divi-

dend is declared and permanent fund dividends for a year are paid
before April 30 of the year following that year;

3) adopt requlations under the Administrative Procedure Act d(AS
44.62) that establish procedures and time limits for an individual
upon emancipation or upon reaching majority to apply for ﬁermanent
fund dividends not received during minority because the parent,
%uard |3n or other authonzed represéntative did not apply on behalfof

e individual; and

(4) assist residents of the state, particularly in rural areas, who
because of language, disability, or |nacce33|b||| y to publlc transporta-
tlon need assistance to establish el |8|b| ity and fo aﬁ)y for permanent
] g3dI¥LdXHdS SS 1ch 102 SLA 1982; am § 2 ch 55 SLA 1983; am § 3
c
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y%) adopt requlations under the Admin- aﬂe%e r}Iln parag rah

Sec. 43.23.065. Exemption of permanent fund dividends.
(@) Exceptas provided in (b) of this section, 50 percent of the annual
Permanent fund dividend payable to an individual is exempt from
evy execution, garnishment, attachment, or any other remedy for the

collection of debt. This exemption applles to an eligible individual's
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Phermanent fulnd dividend both before and after payment is made to
e individua

%) An_exemption is not available under this section for permanent
un d|V|dends taken to satisfy

() child support obligations required by court order or decision of
it}ezgczhzlléi support enforcement ‘agency” under AS 47.23.140 —

(2 )5<:ourt ordered restitution under AS 12.55.045 — 12.55.051 or
12.55.100;

3) a court ordered probation fee under AS 12.55.105; or

4) a debt owed by an eligible individual to an agenc¥ of the state,
unless the debt is contested and an appeal is pending, or the time limit
for filing. an appeal has not expired.

ic) Claims listed in (b) of this section have priority in the order
listed over other claims on a permanent fund dividend. §§ 1 Ch 102
SLA 1982; am § 1ch 157 SLA 1984; am § 1ch 57 SLA 1985; am § 67
ch 138 SLA 1986)
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09.38.065 Code of Civil Procedure 809.38.070

(gacin%selected by the individual claiming the exemption. (§ - ch 62
SLA 1982)

Sec. 09.38.065. Claims enforceable against exempt property.
U Notwithstanding other provisions of this chapter, _

1) acreditor may make a levy against exempt property of any kind
0 enforce a claim for

|A) child support; _

'B) unpaid_earnings of up to one month’s compensation or the
all-time equivalent of one month's compensation for personal services
I'an employee; or
C) state or local taxes; and .

»). acreditor may make a levy against exempt property to enforce
aclaim for _

(A) the purchase price ofthe property or aloan made for the express
rurpose ofenabling an individual to purchase the property and used for
rhat purgose;

(B) labor or materials furnished to make, repair, improve, preserve,
store, ortransPort the property; and o

(C{ a special assessment imposed to defray costs ofa public improve-
ment benefiting the property.

(b) Except as provided in As 09.38.070 limiting the enforcement of
certain security interests, this chapter does not affect any statutory
lien or security interest in exempt ’oropertr. . _

(c) A creditor havmgi a claim entorceable under (a) of this section
a?amst exempt ’oroper y, before, at the time of, or 4 reasonable time
after making a levy on"property of an individual, shall serve on the
individual a notice of the levy and of the basis for the creditor's right
to make a levy on exempt property. (§ 2 ch 62 SLA 1982)

_ Sec. 09.38.070. Limitation on enforcement of certain security
Interests in exempt goods, (a) This section applies to a security inter-
est, except a purchase-money security interest, or a security interest in
a motor vehicle, in an item o0f goods {1) possessed by an individual, ()
bemg used by that individual or a dependent, and (3) exempt under As
09.38.020() — (d). T . -
_((jb) Unless the individual, after recelvmgl written notice ofthe indi-
vidual's rights under this section, voluntarily surrenders to the secured
creditor possession ofan item ofgoods to which this section applies, the
creditor may not take possession of the item or otherwise enforce the
secutrlty interest according to its terms without an order or process of
court.
(cg The court may order or authorize process respecting any item of
00ds to which this section applies only after a hearing, upon notice to
e individual of the hearing and of the individual’s rights at it. The
notice shall be as directed b,){,the court. The order or authorization may
prescribe appropriate conditions as to payments upon the debt secured



SECTIONAL ANALYSIS CSHB 223 (FIN) AM

SECTION ONE-AMENDS THE STATUTES THAT SET OUT TYPES OF PROPERTY THAT MAY
NOT BE TAKEN TO SATISFY A DEBT BY INCLUDING A REFERENCE TO THE STATUTE
EXEMPTING A PORTION OF A PERMANENT FUND DIVIDEND.

SECTION TWO-ADDS A CROSS REFERENCE IN THE PROVISION CONTAINING THE LIQUID
ASSETS EXEMPTION TO THE PERMANENT FUND DIVIDEND EXEMPTION. UNDER SECTION
4 OF THIS BILL, THE EXEMPTION FOR A DIVIDEND IS LIMITED TO $100,
REGARDLESS OF WHETHER ADDITIONAL AMOUNTS MIGHT OTHERWISE QUALIFY FOR
EXEMPTION UNDER THE $700 LIQUID ASSETS PROVISION.

SECTION THREE-ADDS A CROSS REFERENCE IN THE PROVISION PERMITTING CREDITORS
IN CERTAIN CASES TO LEVY AGAINST EXEMPTED PROPERTY, SO THAT IT 1S CLEAR
THAT EVEN IN THESE SPECIAL CASES, THE EXEMPTION PROVIDED FOR UNDER SECTION
FOUR OF THIS BILL REMAINS VALID.

SECTION FOUR-CHANGES THE PERMANENT FUND DIVIDEND EXEMPTION FROM FIFTY PER
CENT TO ONE HUNDRED DOLLARS. PROVIDES THAT NO OTHER EXEMPTION APPLIES.
REQUIRES THE COMMISSIONER OF REVENUE TO PROVIDE THE CASE NAME AND NUMBER
WITH A DIVIDEND DELIVERED TO THE COURT BY THE DEPARTMENT. THE BILL ALLOWS
THE CHILD SUPPORT ENFORCEMENT DIVISION TO CLAIM AN ENTIRE DIVIDEND CHECK
RATHER THAN EXEMPTING ONE HUNDRED DOLLARS FOR THIS AGENCY. IT IS
ESTIMATED THAT C.S.E.D. WOULD LOSE APPROXIMATELY $600,000 IN REVENUE AND
OVER $70,000 IN FEDERAL FUNDS IF THE ONE HUNDRED DOLLAR EXEMPTION WAS 1IN
EFFECT FOR THAT AGENCY.

SECTION FIVE-ADDS A COURT ORDERED FINE AND A DEBT OWED TO THE STATE COURT
TO THE LIST OF CLAIMS THAT HAV.I PRIORITY OVER THE OTHER CLAIMS ON A
DIVIDEND. DELETES THE PROVISION THAT AN EXEMPTION IS NOT AVAILABLE FOR
CERTAIN CLAIMS.

SECTION SIX-AMENDS THE PROVISION PROVIDING FOR SIMPLIFIED EXECUTION
PROCEDURES FOR CLAIMS. ON DEFAULTED SCHOLARSHIP LOANS TO INCLUDE OTHER
PRIORITY CLAIMS. REQUIRES THE DEBT TO BE AT LEAST 90 DAYS OVERDUE BEFORE
THE SIMPLIFIED PROCEDURE APPLIES. REQUIRES A STATEMENT OF THE BASIS FOR
THE CLAIM AND THE DATE THE CLAIM BECAME DUE AS PART OF THE EXECUTION

PROCEDURE. IF REQUESTED, REQUIRES THE AGENCY OR COURT MAKING THE CLAIM TO
AFFORD THE INDIVIDUAL A HEARING ON THE VALIDITY OF THE CLAIM AND NOTICE OF
APPEAL RIGHTS. THIS ENSURES THAT AN INDIVIDUAL HAS BEEN PROVIDED AN

OPPORTUNITY FOR A HEARING ON THE VALIDITY OF THE CLAIM.

SECTION SEVEN-THIS APPLIES TO THE DEPARTMENT®"S COSTS OF PROCESSING THE
CLAIMS. RATHER THAN HAVING THE PERMANENT FUND DIVIDEND FUND BEAR THE
COSTS OF CLAIMS MADE BY OTHER AGENCIES, THE COSTS WOULD BE ASSESSED TO THE
CLAIMANTS. THUS, THE GENERAL PUBLIC DOES NOT HAVE TO BEAR THE COST OF
DEBT COLLECTION THROUGH REDUCED DIVIDENDS. FEES WOULD BE ESTABLISHED BY
THE DEPARTMENT OF REVENUE THAT COVER THE ADMINISTRATIVE COSTS OF
PROCESSING ALL CLAIMS AND ASSIGNMENTS.

SECTION EIGHT-PROVIDES NOTICE OF A COURT RULE CHANGE.



SECTION NINE-REPEALS A SUBSECTION, THE CONTENTS OF WHICH HAVE BEEN
INCLUDED IN THE REORGANIZED SUBSECTION SET OUT IN SECTION FIVE OF THE
BILL.

SECTION TEN-THE EFFECTIVE DATE WOULD BE APRIL 1, 1989, RATHER THAN
IMMEDIATELY. THIS WOULD ALLOW THE DEPARTMENT OF REVENUE ADEQUATE TIME TO
PROCESS ALL PERMANENT FUND DIVIDEND CHECKS FOR 1988.
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Referred: Finance

Original sponsors: Brown, Ulmer,
Pearce, et al.

IN THE HOUSE BY THE JUDICIARY COMMITTEE
CS FOR HOUSE BILL NO. 224 (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating toemployment rights based on preg-
nancy, childbirth, and adoption.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. FINDINGS AND PURPOSE. (a) The legislature finds that
(1) the number of single-parent households and two-parent house-
holds 1in which the single parent or both parents work outside the home is
increasing significantly;
(2) it is important to the development of a child and to the
family unit that parents be able to participate in early childrearing; and
(3) the lack of employment opportunities to accommodate working
parents can force individuals to choose between job security and parenting.
(b) The legislature declares that the purposes of this Act are
(1) to balance the demands of the workplace with the needs of
families, and to promote stability and economic security in families;
(2) to entitle employees to take reasonable leave for the birth
or adoption of a child; and
(3) to accommodate the legitimate interests of employers.
* Sec. 2. AS 18.80 is amended by adding a new section to read:
Sec. 18.80.225. PREGNANCY, CHILDBIRTH, AND RELATED CONDITIONS.
(a) An employer shall grant an employee whose health is affected by
pregnancy, childbirth, or a related medical condition the same employ-
ment benefits and privileges that the employer grants to other employ-
ees with similar ability to work who are not so affected, including

allowing the employee to take disability or sick leave or other

HB0224C -1- CSHB 224(Jud)
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accrued leave that the employer makes available to temporarily dis-
abled employees. However, except as provided in (d) of this section,
an employer 1is not required to provide an employee health insurance
coverage for the medical costs of pregnancy, childbirth, or a related
medical condition. The 1inclusion in health insurance coverage of
provisions or coverage relating to medical costs of pregnancy, child-
birth, or a related medical condition does not require the inclusion
of other provisions or coverage. Coverage of a related medical condi-
tion is not required by virtue of coverage of medical costs of preg-
nancy, childbirth, or another related medical condition.

(b) An employer shall permit an employee who has been employed
by the employer for at least three <consecutive months immediately
preceding the anticipated leave, to take family leave for a total of
18 workweeks because of the birth of a child of the employee or the
placement of a child with the employee for adoption. The leave may be
unpaid leave. However, the employee may choose to substitute, or the
employer may require the employee to substitute, accrued paid vacation

leave, sick leave, personal leave, or other paid leave during this

period. The leave shall be taken immediately preceding and immediate-
ly following the birth or placement of the child. If the employee 1is
entitled to a longer period of time under (a) of this section, then

the longer period applies.

(c) An employee who plans to take leave under (a) or (b) of this
section shall give the employer reasonable notice of the date the
leave will commence and the estimated duration of the leave.

(d) During the time that an employee is on leave under this
section, the employer shall maintain coverage under any group health
plan at the level and under the conditions that coverage would have

been provided if the employee had continued in employment continuously

CSHB 224 (Jud) -2- HB0224C
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from the date the leave commenced to the date the employee returns
from leave under (e) of this section. However, the employer may
require that the employee pay all "-f the costs for maintaining health
insurance coverage during a period of unpaid leave.

(e) Unless the employer®"s business circumstances have changed to
make it impossible or unreasonable, when an employee returns fronm
leave under (a) or (b) of this section, the employer shall restore the
employee

(1) to the position of employment held by the employee when
the leave began; or

(2) to a substantially similar position with substantially
similar benefits, pay, and other terms and conditions of employment.

(f) An employer may not refuse to temporarily transfer a preg-
nant employee to an existing, unfilled position that is less strenuous
or less hazardous if the employee requests the transfer, the transfer
is recommended by a licensed health care provider, the employee is
qualified to perform the job, and the transfer will not subject the
employer to legal liability. An employer shall compensate an employee
who requests a transfer under this subsection at least the lesser of

(1) the rate at which the employee was compensated immedi-
ately before requesting the transfer, as adjusted by changes to coin-
pensation that apply generally to the work force; or

(2) the rate of compensation set for the position into
which the employee transfers, as adjusted by changes to compensation
that apply generally to the work force.

(g9) This section does not affect any other provision of law
relating to sex discrimination or pregnancy.

(h) This section applies to an employer only if the employer

employs at least 15 employees for each working day during each of at

HB0224C -3- CSHB 224(Jud)
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least 20 calendar workweeks in either the current calendar year or the
preceding calendar year. However, this section does not apply to a
facility of an employer at which fewer than 15 employees are employed
if the combined number of employees employed by the employer within 50
road miles of the facility is fewer than 15.
Sec. 3. AS 39.20.225 is amended by adding a new subsection to read:
(d) An officer or employee who is otherwise qualified to take
leave of absence may take a maximum of 18 weeks of Jleave 1immediately
preceding and following the birth of a child or the placement of a
child with the officer or employee for adoption. An officer or em-

ployee taking leave under this subsection shall use accrued personal

leave. After exhausting accrued personal leave, the officer or em-
ployee may take leave without pay forthe balance of the 18-week
period.

Sec. 4. AS 39.20.225(b)(4) is repealed.

CSHB 224 (Jud) -4- HB0224C



By BROWN

PROPOSED AMENDMENT TO CSHB 224 (JUDICIARY)

Page 3, Line 17, insert after the word "qualifiedl:

Add the words ™"and able"

w/\/_



—Kay Brown------

Alaska State Legislature
House of Representatives

MEMORANDUM

TO: Rep. Al Adams, Chair DATE : May 12, 1987

Rep. Pat Pourchot, Vice-Chair
House Finance Committee

FROM: Rep. Kay Brown RE: CSHB 224 (Judiciary)
a act relating to em-
/' \ (r\ ployment rights

CSHB 224 (Judiciary), the "parental leave bill", has received
a "Do Pass"™ recommendation from both the House HESS and the
House Judiciary Committees. This bill has now been referred

to the House Finance Committee for consideration.

Thank you for scheduling a hearing on Wednesday, May 13 at
8:00 a.m. I have prepared a revised sectional. The Fiscal
Note indicates that the bill would have a zero fiscal impact.

The problem is that research indicates that bonding is

seriously impaired if parents cannot spend time with a new
child. Nonetheless, many parents may lose their jobs if they

take a leave of absence when they have a baby.

The problem is widespread: according to the Economic®™ Policy
Council of the United Nations, the majority of working women
nationwide will be forced to return to work within three weeks
of a child"s birth. Many of these women are responsible for

the economic security of the child.

The problem is particularly acute in Alaska where, as the Bill

Analysis prepared by the Department of Health and Social
Servi es points out, both parents in 46% of Alaska“s

two-parent households and 60% of Alaska®"s single mothers with

children under the age of six work outside the home.
Furthermore, many parents in Alaska do not have extended

family members to help during the critical adjustment period.

Because the problem is so widespread, response is occurring

nationwide. Nineteen states have passed some sort of job

protection for pregnant women or new parents. Twenty-eight

states are currently considering legislation or amending
existing legislation in this area. Federal legislation,

which CSHB 224 (Judiciary) 1is modeled, 1is pending before the

During Session:

P. 0. BOX 20-2661 P. 0. BOX V

Anchorage, AK 99520-2661 Juneau, AK 99811

(907) 272-0207 (907) 465-4998



U.S. House and Senate. Similar legislation, SB 124, has been
introduced before the Alaska Senate by Senator Josephson.

The parental leave bill would provide employees with a degree
of employment security and a reasonable opportunity to adjust
to and bond with a new family member by allowing an employee
to take up to 18 weeks of unpaid leave at the time of birth or
adoption of a child. It also would require an employer to
make temporary disability benefits equally available to all
employees (including those incapacitated by pregnancy) and,
under certain circumstances, to transfer pregnant employees to
less hazardous or strenuous positions.

The concept of Parental Leave enjoys wide support. To date,
the Department of Health and Social Services, the National
Organization of Women, the Alaska Public Employees
Association, the Alaska State AFL-CIO, the American
Association of University Women, Alaska Women®"s Lobby, the
International Brotherhood of Electrical Workers, the Alaska
Women®s Commission, KIDPAC, the League of Women Voters, the
Association of School Boards, and NEA-Alaska support this
bill. The only opposition has been from a small business
organization, the National Federation of Independent
Businesses. However, the bill exempts small employers having
fewer than 15 employees? 88.2% of small employers (under 50
employees) 1in Alaska would not be affected by this bill. See
Table of Employment in Alaska, September 1986 in the bill
folder.

CSHB 224 (Judiciary) has made other important compromises 1in
favor of business: it does not apply when changed business
circumstances make application impossible or unreasonable, it
does not mandate leave to care for seriously ill fanmily
members, and it only requires restoration to a "substantially
similar position” (not the "same"™ or "equivalent"™ position).

The protection offered by the parental leave bill is modest
compared to the policies of other industrialized nations.
See: Comparison of National Maternity Leave Policies:,
attached. See, also, Global Survey, 1984, 1included with
Judiciary Committee materials. It is also less encompassing
than the proposed federal legislation.



Kay Brown

Alaska State Legislature
House of Representatives

MEMORANDUM

SUBJECT: CSHB 224 (Judiciary), an act relating to employment
rights based on pregnancy, childbirth, and adoption

DATE: May 4, 1987

FROM:

The followi _ _ section analysis of CSHB 224

(Judiciary), the Parental Leave bill.

Section 1 states the legislative findings regarding the social
conditions which support this legislation.

Section 2. paragraph (@) requires an employer to grant
pregnant employees the same benefits that the employer would
grant to other employees who were temporarily disabled for
other reasons. The section makes it clear that the employer
is not required to carry health insurance covering pregnancy.

Section 2. paragraph (" requires an employer to give an
employee up to 18 weeks leave for the birth or adoption of a

child. The employee must have worked for the employer for at
least three consecutive months immediately preceding the
leave. The leave may be unpaid. The employer can require or

the employee can choose to substitute accrued paid leave.

Section 2. paragraph fc) requires the employee to give
reasonable notice of the time and duration of leave.

Section 2, paragraph (d) requires the employer to maintain
health insurance coverage during the period of leave. The
employer may require the employee to bear the costs.

Section 2. paragraph (e) requires an employer to restore the
employee to the same or substantially similar employment. The
employer need not do so if the employer®s business
circumstances have changed to make restoration impossible or
unreasonable.

Section 2. paragraph ff) requires an employer to transfer a
pregnant employee to a vacant, existing and less hazardous or
strenuous job if the employee®s request is based on the
recommendation of a licensed health care provider, the

During Session:
P. 0. BOX 20-2661 P.0. BOX V

Anchorage, AK 99520-2661 Juneau, AK 99811
(907) 272 0207 (907) 465-4998



employee 1is qualified for the requested position, and the
transfer will not subject the employer to legal liability (for
example, under a collective bargaining agreement). The
employee will be paid at the lower salary.

Section 2. paragraph (g) prevents the bill from affecting any
existing law regarding sex discrimination or pregnancy.

Section 2. paragraph (h) limits the bill to employers having
15 or more employees who work 20 or more weeks of the year.
Employers having fewer than 15 employees at any one facility
(but more than 15 employees total) are exempted if they do not
have more than 15 employees working within 50 road miles.

Sections 3 and 4 amend the existing statutes to conform the
benefits of state employees with the provisions of this bill.



IVATHRNTY AND PARENTAL LEAE RAUIQES ACD\/BQFNI\E\AE./!

M~ —— -y
COUNTRY DURATION JOB SECURITY AMOUNT/ZDURATTION™ 1  RECIPIENT
CANADA 17-41 WEEKS YES G0Z/15 WEEKS MOTHER
ITALY 27-4B WEEKS YES BOZ/2Z WEEKS MOTHER
GERMANY 14-ZG WEEKS YES 100Z2/14-1B WEF"S MOTHER
SWEDEN 12-572 WEEKS YES 90Z/3B WEEKS MOTHER

or FATHER
FINLAND 35 WEEKS YES 1002/35 WEEKS MOTHER

Dr FATHER
AUSTRIA 1G-52 WEEKS YES 10Q0Z2/2Q WEEKS MOTHER
CHILE IB WEEKS YES 100Z/1B WEEKS UNSPECIFIED

USA 0 Q D 1 D

No Fadaral Pallcu Bourcai Woman at Work. 1LO Global Survay. IBEMIi

Kamnrman, Matarnlty & Parantal Banaflta L Laava, 19BO.



Comparison ofNational Maternity Leave Policies

Salary

Country Duration Job Security during Icavr
ASIA

JAPAN 12 WKS MES 60%

THAILAND 60 DAYS YES 100%
AfRICA

EGYPT SO DAYS YES 7S%

NIGERIA 12 VX'KS YES 50%
SOUTH AMERICA

BRAZIL 12 WKS YES 100%

CHILE 18 WKS YES 100%
MIDDLE EAST

IRAQ 10 WKS YES 100%

ISRAEL 12 WKS YES 75%
EUROPE

FINLAND 258 DAYS "ITS 45%

FRANCE 16 WKS YES 90%

GERMANY 14 WKS YES e

ITALY 5MONTHS YES 80%
EASTERN EUROPE

BULGARIA 120 DAYS YES 100%

POLAND 1618 WKS YES 100%

USSR 112 DAYS YES 100%
NORTH AMERICA

MEXICO 12 WKS YES 100%

U.S.A. 0 N O 0

Figuresfor June 1984 Figuresfrom survey by International Labour Office. swi ezer1and
Reprinted with petmission liom The August/September 1986 issue ol National Business Women



RESPONSE TO INTRODUCTION OF PARENTAL LEAVE LEGISLATION
BY JOHN SLOAN
PRESIDENT AND CEO
NATIONAL FEDERATION OF INDEPENDENT BUSINESS

FEB. 3, 1987

As the representative for more than a half-million small- and
independent-business owners all across America, the National
Federation of Independent Business today re-confirms 1ts opposition
to any proposed legislation mandating benefits by employers.

The bill introduced today by Reps. Patricia Schroeder of
Colorado and William Clay of Missouri 1is a measure which has been
created in an atmosphere devoid of substantive information and input;
from the small-business community.

Rep. Schroeder, 1in a recent interview with a major daily
newspaper, said that parental leave is more a ™Minimum labor
standard”™ than a fringe benefit not unlike child labor laws or
wage and hour laws.

This statement reveals a shocking naivete by Rep. Schroeder
concerning the relationship between benefits and jobs n the U.S.
economy. Should mandated employee benefits such as parental leave
and medical leave become "family rights,”™ they will pre-empt the
economic discretion of the employer and supplant bargaining between
employee and employer.

The number one problem for American small businesses, according
to a survey of NFIB members, 1is the cost of health insurance.
Legislating new benefits will only exacerbate this problem and
threaten the survival of smaller firms. For small businesses,
health insurance 1is the most common type of fringe benefit provided
to employees and yet, over one third of small employers do not
provide coverage largely because of workforce composition or cost.
Small businesses expand benefit coverage as their profitability
increases; nowhere 1is this fact recognized in the legislation.
Rather, dictating a new benefit is more likely to reduce an
employee®s total benefits package, eliminate some key benefits such
as health 1insurance or pension coverage or worse, eliminate new
jobs.

-mofre-
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PAGE TWO-— JOHN SLOAN/NFIB RESPONSE TO PARENTAL LEAVE LEGISLATION

Rep. Schroeder also claims that parental leave has not caused

problems 1in countries that have gone much further on the 1issue. We
have only to look at the misbegotten European experience to see how
devastating government-imposed benefits can be. Although the U.S.

is the only industrialized nation without a policy for job and
income-protected medical and family leaves, it continues to create
jobs at an overwhelming rate. European countries, with their
growing non-wage benefits, have seen no net job creation since 1975.

The major share, 70-80 percent, of all new job creation in this
nation today comes from the small-business sector, not the Fortune
500, which lost 3 million jobs between 1980-83. At a time when the
President and Congress have widely acknowledged that our nation is
teetering on the brink of losing its competitiveness, to place
burdens such as mandated parental leave on our most productive and
competitive economic resource 1is unimaginable and most certainly
unwise in today"s rapidly changing global market.

Attached to this statement are charts which detail the
relationships between such policies and economic indicators among
the European nations. To highlight:

ee"s"Those nations with the lowest proportion of benefits to
wages- Australia, USA and Japan- also have the highest
levels of employment growth. (Charts 1 & 2)

eeeThese same nations exhibit lower levels ofunemployment and
duration of unemployment. (Charts 3 & 4)

"Moreover, 1in looking at female labor participation rates,
it would appear that increasing fringe benefits (as a
percentage of wages) has no effect. (Chart 5)

e"American companies have been boosting their productivity by
adding more capital and more labor, but European companies
have been utilizing capital instead of labor. Labor market
rigidities, wage and benefit mandates are resulting in
excessive substitutions of capital for labor in Europe.

(Chart 6)

NFIB members, 82 percent of whom opposed mandated parental and
disability leave 1in a recent survey, have been vocal on this
subject. Here are some of their comments:

-Paris, TX: "These bills effectively increase an employer®s cost
of labor with no commensurate increase in productivity. It can
only have an inflationary impact on our economy. It seems

obvious that this discourages additional hiring instead of the
encouragement that 1is needed."”

-more-



PAGE THREE— JOHN SLOAN/NFIB RESPONSE TO PARENTAL LEAVE LEGISLATION

-Pocatello, 1ID: "We are all sympathetic toward our employee®s
needs. We want the best for our people and therefore let us
take care of our people on an individual basis. We certainly do

not need any more paperwork and red-tape from our government.
...you could be doing everyone a disservice if this proposed
legislation forces some of us out of business. The jobs for 30
people could be lost for the sake of one or two."

-Albany, GA: "If this bill came about, with 75 percent of my
employees being female, 1 would have to add 10-15 employees to
my payroll just to make up for their leave. I do have a

voluntary plan with my employees that when they do leave for
parental and family sicknesses they have paid days off and some
unpaid days off. I do hold jobs open for them. I believe this
action is better voluntary rather than mandatory."

-Dallas, TX: "Our company, as policy, has always granted
non-paid leave for maternity and injury/health recovery, so this
would make no difference to our pattern of employee
relationships- what we feel 1is objectionable 1is the "mandatory"

nature of the policy. Step One 1in legislation is usually
followed by Step Two, and that would be paid leave time for
these extended periods. This, we feel, would be an oppressive

burden of a small business.”

As you can see from these statements, small-business owners are
not anti-family or only pro-profit. They know the value of
recruiting and retraining productive employees. An NFIB survey
reveals that three-quarters of our members already provide time off
to employees without loss of jobs or benefits. But, they are also
realists who know that their operations can only sustain a certain

level of government intervention.

Tomorrow, the National Commission on Jobs and Small Business
will release its report: MAKING AMERICA WORK AGAIN: JOBS, SMALL
BUSINESS, AND THE INTERNATIONAL CHALLENGE. That report, which for
the most part 1is embargoed, reaches some very important
conclusions- not the least of which is that America must work to
improve the environment for small business and encourage
entrepreneurship, business formation and job creation- -or suffer
the consequences. The call for mandated employee benefits is

contrary to that idea.

Legislation that mandates such benefits as parental leave will
devastate small businesses and destroy the very jobs advocates seek

to protect. We encourage Congress to weigh che costs of such a
measure very carefully before proceeding toward action on this
bill. To enact such an ill-conceived law will almost certainly

eliminate jobs, bankrupt companies and, 1in the long run, ensure the
continued downhill slide of our national competitiveness.

-end-

(SEE ATTACHED CHARTS ON EUROFEAN EXPERIENCE)
For Further Information Contact: Terry Hill, (202) 554-9000
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CHART 4

M E AN AVERAGE DURATTION 0 F
UNEMPLOYMENT IN PROGRESS
BY SELECTED NATI1ION - 1984
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CHART 6
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Solo/ient in Alaska, September 1986

Number of Hunter Hcren Emlgvos

Brployees  Brcloyrrent Employers Age 20 through <4
0-14 45.544 19.% 13,453 84.1% 53
15-20 12,006 5.2% 639 4% 4,055
21-50 35,040 15.3h 1,100 6.% 1,84
51* 136,507 59.6% 2 4. 46,101
]
TOIAI 220,097  100.0% 16,004  100.0% 77,370
TOTAL ISF 183,553 80.1% 2,5%1 15.9% 61,989

33.77% of enployees are wren age 20 through 44 (1985 amual a\a<jee)

Source:  Department of Labor

Prepared by the House Research Agency — 04-W3y-87 (860519-01 ;87-277)



