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MEMORANDUM

TO: Representative "Red" Boucher, Chairman
House State Affairs Committee

FROM: Representative Alyce Hanley

RE: HB561 1 An Act establishing the Alaska Men®s Commission; and
providing for an effective date."

I am writing to request a hearing on HB561.

Since the introduction of this bill, 1 have received several
calls and letters requesting an opportunity to speak in support of
HB561.

I know you are aware of the problems experienced by many men
in their roles as non-custodial parents. I agreed to introduce
this legislation to provide a forum to hear those concerns. [
recognized that men had not received the same representation before
Alaska®s Family Support Task Force. The Women®s group had Ruth
Lister as a spokesperson, the Children®s group had Carla Tempone,
while the men had no representative being paid with state funds.

I am not certain how best to solve this problem. Hopefully,
by hearing people interested 1in testifying, the committee may
determine additional means of assisting the entire family unit.

I would appreciate it i1f a State Affairs Committee hearing be
scheduled for HB561 on behalf of myself as well as the others
affected by this legislation.
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BADS *"PACTS

According to a federal Department of Health

and Human Services pilot study o sent parents

published in July 1988, between Egg%and 4996 of

noncustodial parent households livé below the poverty line!

"While 76 percent of the Florida CSE (child support
enfo~.cement) custodial parents lived below the
poverxy line, 58 percent of noncustodial parents
did. In Ohio, 69 percent of the CSE custodial
parent households were poor compared to an incidence

of 4.9-np.rnpnt. among noncustodial parents..." .
P-rrp g . (%mphgsfs supplied)

The Survey of Absent Parents, Pilot Results, U.S. Department
of Health & Human Services,0ffice of the Secretary for Planning
& Evaluation, July 1988, Executive Summary, page 111, paragraph b.

(This study was conducted by the University of Chicago Social
Science Research Center, Project Director Mary O"Brien and
its subcontractor, The Urban Institute, 2100 M. Street N.W.,
Washington, D.C. 20037, by Freya L. Sonenstein and Charles A.
Calhoun.)

DADS AGAINST DISCRIMINATION believes that the needs of ALL children
Iin poverty must be met in balanced public policy, particulary

in limiting child support enforcement collection practiaes so

that the stepchildren and natural children of noncustodial parent
second families are left with a survival household income.



According to the U,S. Bureau of the

Census, there are nearly as many "Married-

couple Families™ below the Poverty Level

as there are "Female householders, no spouse present”
living below the Poverty Level.

FAMILIES BELOW THE POVERTY LEVEL P T 1987

Married-couple families 3,085,000
Female householder, no spouse 3,636,000
Male householder, no spouse . 338,000*

*The male ha«t;«nolder, no spouse family in noverty
increased by 51,000 families between 1986 a“d 19p7---
the fastest growing family-type 1in povert}".

Money Income and Poverty Status in the United States: 1987,
Current Population Reports, Consumer Income, Series ?-60, "o. 161,
U.S. Department of Commerce, Bureau of the Census, John Kea”e,
Director.

DADS AGAINST DISCRIMINATION urgas full funding of the
AFDC Unemployed Parent orogram now mandated federally by
the Family Support Act of 1988.



State of Alaska
Division pf Public Assistance

STANDARDS AND MAXIMUM PAYMENTS
Revised 12/15/89

STDS.
11/2% 7.4% CHG. 3.5% 3.5% 3.1% 1.3% 4.2% 4.0% 4.7%
AFDC 7/1/81 7/1/82 1/1/83 1/1/84 1/1/85 1/1/86 7/1/86 1/1/87 1/1/88 1/1/89 1/1/90
1o

Al 2 508 5k6 597 617 638 657 657 665 692 719 752
3 571 614 674 696 719 740 740 749 779 809 846

4 634 682 751 e 775 800 823 823 833 866 899 940

5 697 750 828 854 881 906 906 917 953 989 1034

6 760 818 905 933 962 989 989 1001 1040 1079 1128

7 823 886 986 1012 1043 1072 1072 1085 1127 1169 1222

EA ADD 63 68 77 79 81 83 83 84 87 90 94
ANI 1 2) 111 238 238 246 254 261 261 264 275 286 299
2 kk5 476 476 492 508 522 522 528 550 572 590

3 508 544 553 571 589 605 605 612 637 662 692

4 - 571 612 630 650 670 688 688 696 724 752 786

5 63k 680 707 729 751 771 771 780 811 842 880

*6 697 748 784 808 832 854 854 864 898 932 974

7 760 816 861 887 913 937 937 948 985 1022 1068

EA ADD I 63 68 77 79 8l 83 33 84 87 90 94

FOOTNOTES: 1) AFDC Grant including one adult.
2.) AFDC Grant for children only.



HOONAH COLD STORAGE

Bobby R Worrell )
Current Pay Period

Gross & Other Pay 794.25
FICA 60.76-
SUTA/ESC 4.77-
CSED Order 400.80-
" 327.92

Net Pay

%1~(?1/90-02/28/90

Emp ID 153
Yeai— To-Date
1,034.25 Rate
79.12- RegHrs 6.000
6.21- Ot-Hrs 9-000
400.80-
548.12

574-52-8084

J
Hours
82.50
33.25






M T U ®F M M K A

PO<XH Y . STATE CAPITQ_

TTCHl 1iiD glim tS i A e
LEGSATIVE AFFAIRS AGBKT

LEGISLATIVE REFERENCE LIBRARY

Copies of minutes listed below were originally-included

in this file. The minutes are available 6n the STAIRS

database CMPR. -In%rder to save space copies of minutes

have not "Been left in the files. . . ; -
; .. .- b Mary Van Nimwegen

%fﬁ ~ 'Y/<<0 -"7'7?

/1t C KT GtCAsI |l CE,



Final Commission report said: Disclose All Uses of Fun
Earnings

Many Alaskans were upsetto discoverthatreductions
had been made for felon gate money and other
deductions -

This body has taken care ofthat problem with HB 511

Testimony was clearthat money diverted from the
dividend fund, otherthan for expenses associated w ith
the administration ofthe program, were unacceptable

HB 511 discloses to the public deductions, and requires
that those deductions be fiully explained

| will be proposing an amendmenttoday thatw ill broaden
this disclosure - this amendment requires that
appropriations mandated by the constitution and special
appropriations made by the legislature - including
inflation proofing - be shovm on the dividend check stub
aswell.

It has been argued that, by including this inform ation,
there w ill be considerable public confusion -

The public has arightto know and they wantto know
Notes

there will be no increase in the Fiscal Note by amending
this bill

$22.000 parttime Document Processor Us w ill be able to
handle questions regarding the all disclosures

If a question comes up about how all ofthe disclosure w ill
fit on the stub, it can be done by smaller fonts; the
attached gives you an idea ofhow it will work.

Note that the percentage ofthe different appropriations
w ill be shown. For example, in 1989, legislative



appropriations accounted for roughly 6 1 % ofthe
dividend amount.

Someone may ask about how the IRS will respond to all of
these disclosures.

Background: The DOR has an agreement w ith the IRS to
treatthe dividend stub asa 1099 form. That means the
DOR does have to send out 1099 ’s to dividend recipients
which would be an added cost. Someone may argue that
since the IRS hasthis inform al agreementw ith DOR
(stub =1099), changing purpose ofthe stub may affect
that agreement.

We have no evidence thatthe IRS willtreat the stub any
different with the passage ofthis bill. It should be noted
that since DOR's agreementw ith the IRS, disclosures
have appeared atthe instigation ofDOR, and nothing has
happened. Ifthe DOR was concerned, they would not
have purposefully made the disclosures for the sex
offender program and the prisoner gate money.



Representative H.A. "Red"™ Boucher

Chairman House Committee on State Affairs «Special Committee on Telecommunications
Member Labor & Commerce Committee - Chairman Commission on the Future of the Permanent Fund

MEMORANDUM

To: House Finance Committee

From: Representative H.A. "Red"
House State Affairs Cort

Subject: HB 511 -$1.5 Million Reimbursement to the Dividend Fund.

Date: April 10, 1990

The Commission on the Future of the Permanent Fund found, through
considerable public testimony, that the public objected to the use of
Dividend funds to pay for general government programs such as the
Violent Crimes Compensation Fund, the Sex Offender Treatment
Program and Felon Gate Money.

The intent ofHB 511 is to reimburse the people of Alaska for those
deductions made from their Dividend Checks in 1989. To accomplish
this reimbursement, HB 511 makes an immediate appropriation from
the General Fund to the Dividend Fund of $1.5 million.

Background

In 1988, the legislature passed CSHB 245 which denied a dividend
check to incarcerated felons. The Superior Court ruled in July of 1989
that withholding felon®s dividend checks was unconstitutional, and
until the Issue could be resolved on appeal, the Court placed those
Dividend checks in a trust fund.

IT the state wins the appeal, the Dividend Fund will receive the trust
money back. Resolution of this case, however, may not occur until
after the 1990 checks are distributed. HB 511 ensures that the 1990
dividend checks are credited for the amount deducted in 1989.

If the state wins the appeal. $1.5 million of the trust money plus
interest will be deposited in the General Fund. The balance of the
trust money would be deposited in tlie Dividend Fund. If the State

Room 102 Capitol * P.O. Box V «Juneau, Alaska «99811 «(907) 465-4931
3111 C Street = Suite 445 «Anchorage, Alaska 99503 «(907) 561-7624



Representative H.A. "Red”Boucher

Chairman House Committee on Slate Affairs «Special Committee on Telecommunications
Member Labor & Commerce Committee «Chairman Commission on the Future of uhs Permanent Fund

MEMORANDUM

TO:

FROM:

RE:

Date: April 10. 1990

In 1989, $1.5 million was deducted from the dividend fund for the
Departments® of Correction and Public Safety to pay for the Violent
Crimes Compensation Board, the sex offender treatment program and
prisoner gate money which appeared on the stubs of all 1989 dividend
checks. This deduction was based on the legislative policy that
incarcerated felons should not receive a dividend check. The superior
court ruled that the policy is unconstitutional and set up a trust fund
which contains the felons® 1989 dividend money. The money will be
held in trust until the issue can be resolved by the State supreme
court. [Ifthe state prevails on appeal, the dividend fund will receive

the trust money back.

Resolution of the issue may not occur until after the 1990 checks are
distributed. This legislation would guarantee that recipients of the
1990 dividend are reimbursed for the $2.89 which was deducted from

their 1989 checks.

We believe that Alaskans should not bear the burden of this court
challenge. We encourage you to support this legislation so that the
deduction from the 1989 permanent fund dividend check can be
reimbursed on the 1990 check.

Room 102 Capitol «P.O. Box V =Juneau, Alaska «99811 «(907) 465-4931
3111 C Street #Suite 445 =Anchorage, Alaska 99503 #(907) 561-7624
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Representative H.A. "Red”Boucher

Chairman House Committee on Slate Affairs «Special Committee on Telecommunications
Member Labor & Commerce Committee «Chairman Commission on the Future of the Permanent Fund

MEMORANDUM

To: House Finance Commi

From: Representative H.A. "R .. Chair
House State Affairs Co

Subject: HB 511 -$1.5 Million Reimbursement to the Dividend Fund.

Date: April 10. 1990

The Commission on the Future of the Permanent Fund found, through
considerable public testimony, that the public objected to the use of
Dividend funds to pay for general government programs such as the
Violent Crimes Compensation Fund, the Sex Offender Treatment
Program and Felon Gate Money.

The intent of HB 511 is to reimburse the people of Alaska for those
deductions made from their Dividend Checks in 1989. To accomplish
this reimbursement, HB 511 makes an immediate appropriation from
the General Fund to the Dividend Fund of $1.5 million.

Background

In 1988, the legislature passed CSHB 245 which denied a dividend
check to incarcerated felons. The Superior Coi~rt ruled in July of 1989
that withholding felon®s dividend checks was unconstitutional, and
until the issue could be resolved on appeal, the Court placed those
Dividend checks in a trust fund.

If the state wins the appeal, the Dividend Fund will receive the trust
money back. Resolution of this case, however, may not occur until
after the 1990 checks are distributed. HB 511 ensures that the 1990
dividend checks are credited for the amount deducted in 1989.

If the state wins the appeal. $1.5 million of the trust money plus
interest will be deposited in the General Fund. The balance of the
trust money would be deposited in the Dividend Fund. If the State

Room 102 Capitol «P.O. Box V =Juneau, Alaska «99811 «(907) 465-4931
3111 C Street =Suite 445 » Anchorage, Alaska «99503 «(907) 561-7624



Supreme Court upholds the ruling of the Superior Court, the felons
will receive a 1989 dividend check from the Trust Fund.

A summary of HB 511 and the disposition of tlie trust funds is
attached.



Representative H.A_. "Red"™ Boucher

Chairman House Committee on State Affairs «Special Committee on Telecommunications
Member Labor & Commerce Committee ®Chairman Comir;*sion on ihe Future of the Permanent Fund

MEMORANDUM

TO: Finance Committee

FROM: Representative H.~irRj5d"VBoucher
Represen tative™Marf C*ru™iiberg

RE: Dividend Fund Reimbursement: HB 511

Date: April 10, 1990

In 1989, $1.5 million was deducted from the dividend fund for tlie
Departments®™ of Correction and Public Safety to pay for the Violent
Crimes Compensation Board, the sex offender treatment program and
prisoner gate mon y which appeared on the stubs of all 1989 dividend
checks. This deduction was based on the legislative policy that
incarcerated felons should not receive a dividend check. The superior
court ruled that the policy is unconstitutional and set up a trust fund
which contains the felons® 1989 dividend money. The money will be
held in trust until the issue can be resolved by the State supreme
court. Ifthe state prevails on appeal, the dividend fund will receive
the trust money back.

Resolution of the issue may not occur until after the 1990 checks are
distributed. This legislation would guarantee that recipients of the
1990 dividend are reimbursed for the $2.89 which was deducted from
their 1989 checks.

We believe that Alaskans should not bear the burden of this court
challenge. We encourage you to support this legislation so that the
deduction from the 1989 permanent fund dividend check can be
reimbursed on the 1990 check.

Room 102 Capitol «P.O. Box V =Juneau, Aiaska 99811 «(907) 465-4931
3111 C Street =Suite 445 =Anchorage, Alaska 99503 «(907) 561-7624



Department of Revenue
Permanent Fund Dividend Division
Fiscal Note Analysis
HB 511
February 20, 1900

ANALYSIS:

Section 3 appropriates $1.5 million plus interest from the General
Fund to the Dividend Fund for distribution in 1990 to those eligible
for 1990 dividends. This will result in an increase to the 1990
dividend of approximately $3.00 per applicant.

Sections 4 and 5 establish appropriations from the 1989 Felon"s
Trust Account contingent upon the State winning the felon®"s case on
appeal. Under Sections 4 and 5, this account will first be
appropriated to the General Fund in the amount appropriated in
Section 3, with the remainder to go back to the Dividend Fund.

If the State loses, the trust account will be paid out to the felons.
NOTE: The interest which is accruing to the trust account 1is coming

from the General Fund. Is it the intention of the Legislature that
this interest be appropriated to the Dividend Fund under Section 5?
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1990

STATE OF ALASKA BILL VERSION: CSHB 563

LEGISLATIVE SESSION PUBLISH DATE:
FISCAL NOTE
REQUEST
Revision Date:. Agency Affected: Revenue
Title: An Act reiatlug. to the amount- BRU:  Permanent Fund Dividend Division
of the permanent fund v1vi(jgxj
Sponsor: State Affairs Committee Components: Permanent Fund Dividend
Requestor:. Division

EXPENDITURES/REVENUES:  (Thousands of Cc'il ars)
EY A FY 92 FY 93 FY 94 FY 95 FY 9%

OPERATING
PERSONAL SERVICES 22.0 -0- -0- -0- -0- -0-
TRAVEL -0- -0- -0- -0- -0- -0-
CONTRACTUAL 10.0 10.0 10.0 10.0 10.0 10.0
SUPPLIES -0- -0- -0- -0- -0- -0-
EQUIPMENT -0- -0- -0- -0- -0- -0-
LANDS & STRUCTURES -0- -0- -0- -0- -0- -0-
GRANTS, CLAIMS -0- -0- -0- -0- -0- -0-
MISCELLANEOUS -0- -0- -0- -0- -0- -0-
TOTAL OPERATING 32.0 10.0 10.0 10.0 10.0 10.0
CAPITAL -0- | -0- | -0- | -0- | -0- | -0-
REVENUE , 1 -0- | -0- | -0- | -0- | -0- | -0-
FUNDING:  (Thousands of Dollars)
GENERAL FUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS -0- -0- -0- -0- -0- -0-
OTHER (PFD) 32.0 10.0 10.0 10.0 10.0 10.0
TOTAL 32.0 10.0 10.0 10.0 10.0 10.0
FULL-TIME -0- -0- -0- -0- -0- -0-
PART-TIME 3 3 3 3 3 3
TEMPORARY n -0- -0- -0- -0- -0- -0-
ANALYSIS: See attac”d
Prepared By: Ervf? 1done? Phone: 465-2323
Division: Permanent Fund Divvde Date: February 28./T990
Approved by Commissioners Date: 2 /7 7/ 3 P

Agency: Reven

Distribution (by preparer
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page 1 of



Department of Revenue
Permanent Fund Dividend Division
Fiscal Note Analysis
CSHB 563
February 28, 1990

1. Positions
Fy 91 Fy 92
3 PPT Document Processor 1Ils, RS8
@ $2,446.08/Mo including salary
and benefits for 3 months = $22.0 $0.0
This position is to answer increased
phone calls and letters regarding
the special notice
2. Other Expenditures:
a) Travel:
$0.0 $0.0
b) Cctntjacfaial»
Estimated cost to print and fold
525,000 flyers = $10.0 $10.0
c) Supplies: $0.0 $0.0
d) Equipment: $0.0 $0.0
Total Cost $32.0 10.0

Analysis:

Assuming the number of appropriations from the dividend fund, 1including
administrative costs and hold harmless costs, stays under four, they
can be identified on the face of the stub. A brief legislative history
and purpose can be printed (in very small print) on the back. If more
than four appropriations occur or if a more in-depth explanation is
required, we will possibly have to go to a flyer insert, resulting in
the noted contractual costs.

Regarding the one time requirement to insert an explanation of the 1989
appropriations in with the 1990 dividend, it is the considered opinion
of this department that this action will create confusion in the public
as to which year the deductions are for, etc., and will result in
thousands of additional contacts. The additional staff is the
estimated incremental cost of handling these usually irate and/or
confused contacts.



STATE OF ALASKA BILL VERSION: CS SB 346 (9A)
1990 LEGISLATIVE SESSION PUBLISH DATE: 415/Qn

FISCAL NOTE

REQUEST

Revision Date: April 4. 1990 Agency Affected: Revenue

Tirie: An Act relating to public BRUr Perranert Fund Olvisand 51v 2.
notice on value of PFD

Sponsor.  DUNCAN ; Components: Permanent Fund Dividend

Requestor: Pivi sion

EXPENDITURES/REVENUES:  (Thousands of Doll ars)
Fy a1 Fy 92 FY 93 FY 94 FY 95 FY %

OPERATING
PERSONAL SERVICES 7.3 -0- -0- -0- -0- -0-
TRAVEL -0- -0- -0- -0- -0- -0-
CONTRACTUAL -0- -0- -0- -0- -0- -0-
SUPPLIES -0- -0- -0- -0- -0- -0-
EQUIPMENT -0- -0- -0- -0- -0- -0-
LANDS & STRUCTURES -0- -0- -0- -0- -0- -0-
GRANTS, CLAIMS -0- -0- -0- -0- -0- -0-
MISCELLANEOUS -0- -0- -0- -0- -0- -0-
TOTAL OPERATING 7.3 -0- -0- -0- -0- -0-
CAPITAL -0- -0- -0- -0- -0- -0-
REVENUE -0- -0- -0- -0- -0- t -0-
FUNDING:  (Thousands of Dollars)
GENERAL FUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS -0- -0- -0- -0- -0- -0-
OTHER (PFD) 7.3 -0- -0- -0- -0- -0-
TOTAL 7.3 -0- -0- -0- -0- -0-
POSITIONS:
FULL-TIME -0- -0- -0- -0- -0- -0-
PART-TIME 1 -0- -0- -0- -0- -0-
TEMPORARY -0- -0- -0- -0- -0- -0-
ANALYSIS: See attach<ef. /
Prepared By: Ervin Phone: 465-2323
Division: Permanent pnd Dividend Division Date: April 4. 1990
Approved by Commissioner: lj )/ I hﬂ Date:
Agency: Revenue

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page 1 of



HOUSE COMMITTEE REPORT

)
Date Referred: February 14, 1990 FURTHER REFERRALS:

FINANCE
Date of Committee Action:
The STATE AFFAIRS Committee considered: HB 563
HOUSE BILL NO. 563 DISCLOSE PER. FUND INCOME EXPENDITURES

"An Act relating to disclosure of expenditures of permanent fund
income; and providing for an effective date."

RECOMMENDATIONS: , /\ [ ] the same title
c/: be replaced with (J H"ft SI (A 3/ [yl a new title
[ have attached amendment(s)

do pass

do not pass
no recommendation
individual recommendations

t additional referral to the Committee
ADOPTS: frf)y) A 2)'2-%]190 letter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:

fiscal impact TY) [ ] fiscal note(s)

zero fiscal note C 3 zero fiscal note(s)

zero with. analysis_ [ 3 zero fn/analysis 51'
SIGNING DO PASS: SIGNING:

(Check approp. column)

-hairman® Signature
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1990

STATE OF ALASKA
LEGISLATIVE SESSION

FISCAL NOTE

REQUEST.

Revision Date:. April 4. 1990

Title: An Act re lacing to oum ic
notice on value of PFD

Sponsor:  DUNCAN

Requestor:

EXPENDITURES/REVENUES:  (Thousanc s of Doll ars)

Fy 91 FY 92
OPERATING
PERSONAL SERVICES 7.3 -0-
TRAVEL -0- -0-
CONTRACTUAL -0- -0-
SUPPLIES -0- -0-
EQUIPMENT -0- -0-
LANDS & STRUCTURES -0- -0-
GRANTS, CLAIMS -0- -0-
MISCELLANEOUS -0- -0-
TOTAL OPERATING 7.3 -0-
| CAPITAL -0- | -0-
REVENUE | -0- | -0-
FUNDING:  (Thousands of Dollars)
GENERAL FUND -0- -0-
FEDERAL FUNDS -0- -0-
OTHER (PFD) 7.3 -0-
TOTAL 7.3 -0-
POSITIONS:
FULL-TIME -0- -0-
PART-TIME 1 -0-
TEMPORARY -0- -0-

ANALYSIS: See attach

Prepared By: Ervin
Division: . Permanent “und Dividend Division
Approved by Commissioner: I.i..l I n
Agency: Revenue

BILL VERSION:
PUBLISH DATE:

Agency Affected:

CS SB 346 (SA)
.4/5/90.

Revenue

rcinittiten 1 fui*u u *V>1i-Pici D1Vh

Components:

Permanent Fund Dividend

FY 93

-0-
-0-
-0-
-0-
-0-
-0-
-0-
-0-
-0-

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

D1lv1slon
FY 94 FY 95 FY 9%
-0- -0- -0-
-0- -0- -0-
-0- -0- -0-
-0- -0- -0-
-0- -0- -0-
-0- -0- -0-
-0- -0- -0-
-0- -0- -0-
-0- -0- -0-
| -0-  |-0- |-0-
| -0-  |-0- | -0-
-0- -0- -0-
-0- -0- -0-
-0- -0- -0-
-0- -0- -0-
-0- -0- -0-
-0- -0- -0-
-0- -0- -0-
Phone: 52,323,
Date: April 4. 1990
Date:
page 1 of



Department of Revenue
Permanent Fund Dividend Division
Fiscal Note Analvsis
CS SB 346 (SA)

April 4, 1990

Fy 91 FY 92
1 PPT Document Processor 1l, RS8
@ $2,446.08/Mo including salary
and benefits for 3 months. FY 91 only = $7.3 $0.0
This position is to answer increased
phone calls and letters regarding
the special notice
2. Other. .Expenditures:

a) Travel: $0.0 $0.0
b) Contractual: $0.0 $0.0
c) Supplies.: $0.0 $0.0
d) Equipment: $0.0 $0.0

Total Cost $7.3 $0.0

Analysis:

The department supports full disclosure and clear accountability for
expenditures from the dividend fund.

Section 2, line 20 through 25 requires additional information to be
communicated to the public. It is feasible to print lhe information

the check stub, ixe department has only two concerns w?" <this new
requirement:

a) We expect the public to be very interested in this breakdown
the source of their dividend. It is now an established fact
that the public pays close attention to information on the

permanent fund dividend check stub. We expect an increase 1in

public contact. This increase 1is covered by tho fiscal note
request for one seasonal part-time Document Processor 1l to
work at the Anchorage Dividend Information Office during
October-December of 1990.

b) Our second concern 1is the impact which the additional use of

on

of

the check stub will have on the Department®s tenuous agreement

with the Internal P.evenue Service that allows us to use the

check stub as a "substitute 1099." Absent this agreement, the
dividend program would incur approximately $175,0"" in
additional postage and printing costs each year. If the

Internal Revenue Service cancels our waiver because of their
perception that the stub is being altered and will no longer

serve as an acceptable "substitute 1099,"™ then the next year"

operating budget would have to reflect the additional costs.

-2-

S



HOUSE COMMITTEE REPORT

@
Date Referred: February 14, 1990 FURTHER REFERRALS:

FINANCE
Date of Committee Action:
The. STATE AFFAIRS Committee considered: HB 563
HOUSE BILL NO. 563 DISCLOSE PER. FUND INCOME EXPENDITURES

"An Act relating to disclosure of expenditures of permanent fund
income; and providing for an effective date."

RECOMMENDATIONS: Ar . r X the ?  ~title
ty: be replaced with Q.0 n F) A (fSAI') lMa nev. le
[ ] have attached amendment(s)

] do pass

[ ] do not pass

[ 1 no recommendation

[ ] individual recommendations
[ 1]

additional referral to the Committee
ADOPTS: -ﬂ?A _letter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:

(Dept) (Date/Dept)

G{] fiscal 1mpact m [ ] fiscal note(s)
[ 1 =zero fiscal note [ 1 zero fiscal note(s)
[ ] zero with.analvsis_ [ 1 zero fn/analysis
SIGNING DO PASS: SIGNING:

(Check approp. column)

hairman®s Signature



H ouse Committee on State A ffairs

RECAP OF
HB 563

ks RrokoeSamios

Received February 14, 1990
by The Suite Affairs Committee

Heard February 21, 1990
Heard February 22, 1990
Heard March 1, 1990
Heard March 6, 1990

CSHB 563 (SA) Adopted March 6, 1990

Passed Out of Committee March 6, 1990
6 Do Pass
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Alaska State Legislature

House of Representatives
Committee on State Affairs

MEMORANDUM

From: H.A. "Red" Boucher, Chairman

To: House State Affairs Committee Members

Date: February 28, 1990

Subject: HB563 - requiring disclosure of deductions from

Dividend Fund®and an explanation of 1989 deductions.

Section 1- Amends AS 43.23.025 to require that each deduction from
the dividend fund be listed on the check and that the legislative
history and purpose of each deduction be fully explained either on the
check or within the envelope which accompanies the check. The cost
of this informational enclosure will be part of the administrative
expenses in managing the dividend program and will be shown on the
check stub.

The (E) amendment (page 2. lines 9-12) adds a clarification to the
calculation used to determine the annual dividend payment so that the
amount deducted from the dividend fund is subtracted from the
calculation.

Section 2- This is a temporary law which requires the Commissioner
of Revenue to prepare an explanation of itemized deductions
contained on the 1989 check stub. The explanation will be included
with the 1990 dividend check. Contingent upon an appropriation or
court decision which reimburses the dividend fund for the 1989
deduction, this temporary law also requires that the added money be
shown as a credit on the 1990 dividend check stub.

Room 102Capitol Building,P.0. Box V, Juneau, Alaska99811 (907)465-4931



Alaska State Legislature

House of Representatives
Committee on State Affairs

LETTER OF INTENT
TOACCOMPANY
CS 1iB 563 (SA)

February 28, 1990

It is the intent of the House State Affairs Committee that all
deductions from the earnings of the Permanent Fund be disclosed to
the public in accordance with the recommendations contained in the
Final Report of the Commission on the Future of the Permanent Fund,
Section 1 would require that all appropriations from the Dividend
Fund be listed on the divider check stub.

It is the intent that all additional deductions from earnings be
disclosed in a form other than on the check stub realizing that there is
insufficient space on the check stub to list all expenditures paid from
annual earnings. Those disclosures should include, 1) the Permanent
Fund Corporation®s operating budget, 2) the annual reinvestment of
earnings to off-set the effects of inflation, 3) the $3.5 million
appropriated to the Department of Law and 4) any other deductions
from die Earnings Reserve Account, the Dividend Fund or earnings of
the Permanent Fund that is not otherwise listed on the check stub.

Therefore, the House State Affairs Committee endorses the
current Corporation practice of including an informational flyer with
the dividend check, and encourages the expansion of this flyer to
include information w = h explains the amount and purpose of each
deductions dr *T  ,yrior year.

Rep. H. A. "Red"™ Boucher. Chairman

Room 102 Capitol Building, P.0. Box V, Juneau, Alaska 99811 (907) 465-4931
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VjMem3

Representative H.A. ""Red" Boucher

Chairman House Committee on State Affairs «Special Committee on Telecommunications
Member Labor & Commerce Commiucc =Chairman Commission on the Future of the Permanent Fund

MEMORANDUM

/

From: H.A. "Red" Boucher! Chairman
S verhibaieklonni
To: House State/Affair”“Committee Members
Date: February 21, 1990
Subject: Proposed legislation relating to the Payout Rule

recommended by The Commission On The Future of the
Permanent Fund in their January 31, 1990, report.

The Commission on the Future of the Permanent Fund®"s report,
"Alaskans on the Future of the Fund”, made several recommendations
suggesting statute modifications designed to preserve the value of the
Fund and assure a stable flow of earnings into the future. One of tlie
main recommendations was the adoption of the "payout rule™. The
attached HB 564 would implement this concept.

The "payout rule” was developed in the 1960 3 by the Harvard Trust
Fund and was suggested by the staff of the Permanent Fund
Corporation. The "payout rule” would require that no more than five
percent (5%) of the total value of all assets in the Fund be transferred
to the legislature for distribution. Annual earnings would remain
invested except that which is needed to meet the percentage payout.

The "payout rule”™ is a significant change in the current procedures of
the Permanent Fund. To fully understand this legislation, | intend to
form a subcommittee and hold work sessions over the next two weeks
to address your questions and concerns regarding this legislation. |

have spoken with the Department of Revenue and the Permanent Fund
Corporation and they have agreed to participate in these discussion as

well.

Iwould like to invite those members of the House State Affairs
Committee who wish to serve on this subcommittee to advise me of
your interest by Friday.

Room 102 Capitol «P.O. Box V =Juneau, Alaska «99811 «(907) 465-4931
3111 C Street =Suite 445 =Anchorage, Alaska * 99503 «(907) 561-7624



Fi«urc 2:

PAYOUT RULE-PROPOSED SYSTEM

Current Year's Payout
f- - _———_ =z=====
Multiply the total value of all
assets held in Permanent
Fund Investments by 5%.

Determine the value of the
5% Payout in U.S. dollars.

ADivide by the
number of
applicants.

AN

Second Year's
Payout Amount

AThird Year's
Pavout Amount

Fourth Year's
Payout Amount
- 4

Fifth Year's
Payout Amount

Add Five Years of Payouts Together.
Divide by Five.

Equals Average Payout
for the Current Year.



3 S
Figure . ALASKA PERMANENT FUND - CURRENT SYSTEM

Fourth Year's Second Year's
Realized Earnings of the Earnings Earnings
Permanent Fund for the
Current Year e
Third Year's
Earnings
Principal and
Unrealized Capital ( Five Year's A~
Gains Held by the Combined~
Permanent Fund 1 Earnings 1
Multiply by Divide by the
21% number of
Inflation-Proofing applicants
105%of the Average

_ Annual Earnings
Earnings added to the

Principal to Offset the Dividend

Effects of Inflation cund
Divide by 1/2 un

Surplus Earnings
added to the ERA
One Half of One Half of

Warnings the Earnings -
Reserve g the Earnings

Account






H ouse Committee on State A ffairs

RECAP OF
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Retirement Benefits Not Exempt from ODRO

Received February 22, 1990
by the State Affairs Committee

Heard Match 28, 1990
Heard March 29, 1990

Passed Out of Committee March 29, 1990
2 Do Pass
4 No Recommendation
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HOUSE COMMITTEE REPORT

Q)
Date Referred: February 22, 1990 FURTHER REFERRALS:

Date of Committee Action:

The STATE AFFAIRS Committee considered: HB 568

HOUSE BILL NO. 568 RETIREMENT BENEFITS NOT EXEMPT FROM QDRO

"An Act relating to the definition of qualified domestic relations
orders for retirement plan interest and payment exemptions."

RECOMMENDATIONS: [ ] the same title
be replaced with [ 1 a new title
have attached amendment(s)

do pass

do not pass
no recommendation

X

individual recommendations

additional referral to the Committee
ADOPTS: letter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:

(Dept) (Date/Dept)
[ ] fiscal impact [ ] fiscal note(s)
[ 1 zero fiscal note ,~-DQA C ] zero fiscal note(s)
[ 1 zero with analysis [ 1 zero fn/analysis
*

SIGNING DO PASS: SIGNING: (f

(TGATA
P o X

Chairman®s Signature



STATE OF ALASKA
1990 LEGISLATIVE SESSION

FISCAL NOTE

Bill Version: hb sea
Publish Date: ~

REQUEST:
Revision Date: Agency Affected: Administration
Title: An Act relating to Qualified BRU: Retirement and Benefits
domestic relations orders m . .

Sponsor: House State Affairs Components: Retirement and Benefits
Requestor:

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 91 FY 92 FY 93

PERSONAL SERVICES
TRAVEL

QONTRACTUAL
SUPPLIES

EQUIPVENT

LAND & STRUCTURES
GRANTS, CLAIMS
MSCHLANEQUS
Total operating

OO ODODODODIDODODODOO
OO OO OO ODOO
OO OO ODDODODOO

CAPITAL
REVENUE

FUNDING: (Thousands of Dollars)

CENERAL AUND 0
FEDERAL RUNCS 0
OTHR 0
TOTAL 0

o O oo
o O o o

POSITIONS:

FULL-TIME 0 0
PART-TIME 0 0
TEVRCRARY 0 0 0

o O

ANALYSIS: (Attach a separate page if necessary)

FY 94 FY 95 FY &6
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0

There will be no fiscal Impact to the retirement systems with passage of this bill.

Prepared by:__ Sally Smith. Director IWTT.XZ/

Division! Retirement and Benefit\ \ ) f

Approved by Commissioner: Frank~SVTFaxthr
Agency: Department of Administration

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

Rev: 11/89

Phone :_JtE514470
D316!.-Q/3.Y/*/

Date: "s/i KT 6
/

Page 1 of |

15/6K1/022703-0/3i<*



| m % M

fOUCHV STATE CAP.?0I
JUNEAU ALASKA

rai (L nNn® 08iLOTia Q7 16'S 38CO
LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM March 13, 1990

SUBJECT: Sectional Analysis of HB 568
(Definition of certain qualified domestic

relations orders)

TO: Representative H.A. "Red" Boucher
Chair, House State Affairs Committee

FROM: Teresa B. CramefM\~"-~
Legislative Counsel

You have requested a sectional analysis of the above de—
scribed bill. -

As a preliminary matter, note that a sectional analysis or
summary of a bill should not be considered an authoritative
interpretation of the bill and the bill 1itself is the best
statement of its contents.

Section 1 of the bill amends the exemption from the claims
of creditors of an individual®s interest iIn a retirement
plan. The law already provides that the exemption does not
prevent the payment of benefits to an alternate payee if the
payment i1s required by a qualified domestic relations order
as that term is defined in the Internal Revenue Code. The
bill adds that for a governmental plan as defined in the
Employees Retirement Income Security Act (ERISA), "qualified
domestic relations order” has the meaning given by the plan
or by the law governing the plan. Under ERISA, a "govern—
mental plan” means

a plan established or maintained for its employees by
the Government of the United States, by the government
of any State or political subdivision thereof, or by

any agency or instrumentality of any of the foregoing.
The term "governmental plan™ also includes any plan to
which the Railroad Retirement Act of 1935 or 1937 ap—
plies, and which i1s financed by contributions required
under that Act and any plan of an international organi—
zation which is exempt from taxation under the pro—
visions of the International Organizations Immunities

Act.

IfT I may be of further assistance, please advise.

TC:mi
wkmi6/055



MEMORANDUM

TO: Representative H.A. "Red” Boucher, Chair
House State Affairs Committee

FROM: Dennis J. Burns, Aide
House State Affairs

DATE: March 28, 1990
RE: HB 568

The following 1s in response to your request for background
information:

Senator Rodey introduced SB 508 on 4/14/88 as a Senate
Judiciary Committee bill. This bill was signed into law on
7/12/88 (Chapter 135 SLA 88).

The language in Section 1. AS 09.38.017(c) of HB 568
originated in SB 508.

The purpose of SB 508 was to prevent the attachment of
retirement benefits (PERS and TRS) and IRAs 1in bankruptcy
proceedings. During that time, there were a number of
Alaskans who were experiencing financial reverses, and it
seemed unfair to allow for the total depletion of their
financial assets.

The language in Section 1. AS 09.38,017(c) was recommended by
Legal Services. The intent was to recognize that there were
some situations (QDRO) which should not be exempt. As |1
understand the intent of this section, however, the QDRO was
to fit under the existing state PERS and TERS definition of
QDRO, and if no definition existed then the federal
definition would apply.

According to an opinion by the former Attorney General Grace
Berg Schaible, there are two definitions of QDRO:



Under the federal definition, a QDRO can order payment of a
benefit to a spouse as soon as a member is both vested and
old enough to take early retirement, regardless of whether
the member has terminated employment or chooses to take early
retirement.

According to Ms. Schaible, the PERS and TRS definition of
QDRO does not allow payment of benefits to a spouse before
the member begins to receive the benefit.

However, 1t 1is unclear reading the statutes - AS
14.25.220(31) and AS 39.35.680(34) - whether the QDRO
definition as defined by Mr. Schaible is implicit.

Ms. Schaible also noted that the federal definition of QDRO
would not be applicable to PERS and TRS because 26 U.S.C.

414 (p) provides that the federal definition does not apply to
PERS or TRS.



STEVE COWPER, GOVERNOR

SSEBtTItfIKJVTT OF LAW P.0. BOX K—STATE CAPITOL
JUNEAQ. ALASKA 99311-0300
OFFICE OF THE ATTORNEY GENERAL PHONE: (307) 405-3500

June 6, 1988

Honorable Steve Cowper
Governor

State of Alaska

P.0. Box A

Juneau, AK 99811

Re; CSSB 508(Fin) -- property ex—
emptions for homesteads, re—

tirement plan interests, etc.
Our filet 883-88-0108

Dear Governor Cowper;

At Judy Fleming®s request on your behalf, we have re—
viewed CSSB 508(Fin), relating to property exemptions for home—
steads, retirement plan interests and payments, and other proper—
ty, The bill raises policy and legal questions, and you might
want to consider vetoing i1t. There are two basic categories of
concern; (1) the retirement provisions, and (2) the increases
Iin the exemption values.

This bill was introduced by the Senate Judiciary Com—
mittee on April 14, 1988. The Senate Finance Committee Substi—
tute was offered Hay 3, 1988 and passed by the Senate on Hay 5,
1988, and the House passed it on May 9, 1908.

We are concerned that the retirement plan provisions in
sec, 3 of the bill could be interpreted as requiring the federal
definition of "qualified domestic relations order™ (QDRO) to ap—
ply to the public employees®™ (PERS) and teachers* (TRS) retire—
ment systems. The statutes for both of those systems include a
definition of "QDRO"™ that differs from the federal definition.
The bill also would allow bankruptcy creditors to reach TRS and
PERS contributions made by a member within 120 days before the
member files for bankruptcy. These are serious and, we believe,
unintended effects of the bill.

The Senate Finance Committee®s substitute bill (offered
six days before the end of the session) doubles the dollar amount
of exemptions from claims of creditors. That raises important
policy questions. We are concerned about the full effects of
that doubling, including the effect on the state"s own collection
efforts and cn the state"s private lending 1institutions. In
light of its importance, we believe that the subject merits more

03-C321H



Hon, Steve Cowper, Governor June 6, 1988
1Our file: 883-88-0108 Page 2

extended consideration than was possible during the extremely
brief period that the committee substitute was pending at the
hectic end of the legislative session.

As originally introduced, SB 508 related only to exemp—
tions for certain retirement plan interests and payments (i.e.,
secs. 3, 8, 10, and part of 5 of this final version). The pur—
pose of this part of the bill 1is not at all clear from the lan—
guage of the bill itself. However, we have ascertained from doc—
uments provided by the Legislative Affairs Agency that, although
the only reference to bankruptcy in the proposed AS 09.38.017 is
in its subsec. (b), and the basic oubsec. (a) 13 worded in gener—
al terms, the purpose is to exclude or exempt from the property
of a bankruptcy debtor®*g, estate that iIs subject to the reach of
the debtor'3 creditors the bankruptcy debtor®s interest in or
payments to be received "from a pension plan. An understanding of
this purpose and the manner in which 1t i1s accomplished requires
analysis of provisions of federal Ilaw, 1including the U.S. Bank—
ruptcy Code, the Internal Revenue Code, and the Employee Retire—
ment Income Security Act of 1974 (ERISA), as well as the rela—
tionship between federal bankruptcy law and state exemption stat—
utes .

This analysisis fairly succinctly provided by the case
of Goffv. Taylor. 706 F.2d 574 (5th Cir. 1983). That case ex-
plains that, upon filing of bankruptcy, an estate Is created that
includes all property in which the bankruptcy debtor has a legal
or equitable interest. 11 U.S.C. b541(a)(1). An exception for
thi3 1s thac a debtor"s 1interest in a trust that iIs subject to a
restriction under an "applicable nonbankruptcy law" 1s excluded
from the bankruptcy estate. 11 U.S.C. 541(c)(2). The 1interest
in the trust never enters the estate.

After a bankruptcy estate is created, certain property
Is then exempted from the estate. 11 U.S.C. 522. (Exclusions
are different from exemptions.) A bankruptcy debtor may choose
whether to take exemptions provided by the Bankruptcy Code (list—
ed at 11 U.S.C. 522(d)) or to take exemptions provided by state
law, State law exemptions may be more favorable than the

\/ Notwithstanding that apparently intended purpose, this
section also has the effect of providing an exemption in
situations other than bankruptcy, for Interests 1in certain
governmental pension plans that are not currently protected under
the Alaska Exemptions Act or any federal law.



Hon. Steve Cowper, Governor Jane 6, 1988
'Our filei 883-88-0108 Page 3

law. State law exemptions may be more favorable than the Bank—
ruptcy Code exemptions, or vice versa, depending on the type of
property the bankruptcy debtor owns and depending on the specific

provisions of state exemption statutes. In Goff, the bankruptcy
debtors had chosen state law exemptions whicE” unlike the Bank—
ruptcy Code, did not provide a limited exemption for Keogh plans.

Nevertheless, the debtors argued that ERISA was an ™"applicable

nonbankruptcy law,” and that restrictions on assignment and
alienation of interests in the Keogh plan under ERISA prevented

their interest in the plan from entering the estate.

The court rejected this argument. It found that Con-—
gress did not intend to include ERISA plan restrictions 1in the
reference to "applicable nonbankruptcy law."™ Rather, it found

that Congress only intended "spendthrift trusts” to be excluded
from the property of the estate. The Keogh plan was found not to
be a spendthrift trust, because of the availability of the assets
of the plan to the debtors, with only a 10 percent penalty, at
any time before reaching retirement age. Under Goff, 1f a plan
Is not a spendthrift trust that 1is afforded protection under
state nonbankruptcy law, a debtor"s interest in the plan 1iIs not
excluded from the bankruptcy estate. If the bankruptcy debtor
chooses state law exemptions that do not include an exemption for
the debtor®s interest in a pension plan, the interest iIs not e”
erapted from the estate. The result 1is that bankruptcy debtors
may be forced to forego favorable exemptions under state law
(such as the Texas homestead exemption discussed later 1in this
bill-review letter) in order to gain at least partial protection
of their pension plan Interests provided by the federal bankrupt—
cy exemptions. -

Current provisions, of the Alaska Exemptions Act (AS
09.38) do not provide an exemption for 1interests in retirement
plans which 1s applicable in bankruptcy proceedings. See exist—
ing AS 09.38.055. Both the original ana final versions of this
bill add a new section, AS 09.38.017 (in sec. 3 of the CS) , to
the Alaska Exemptions Act, which provides an exemption for inter—
ests in certain "retirement plans.”™ That exemption will be ap—
plicable in bankruptcy proceedings by virtue of Che amendment of
AS 09.38.055 1in sec. 10 of the CS. By the definition of "retire—
ment plan™ 1in the bill, the new exemption 1is for 1interests in
qualified plans under 26 U.S.C. 401(a), individual employee annu—
ity plans under 26 U.S.C. 403(a), tax sheltered annuity plans
under 26 U.S.C, 403(b), individual retirement accounts and annuil—
ties and simplified employee pension plans under 26 U.S.C. 408,



.Hon, Steve Cowper, Governor June 6, 1988
Our file: 883-88-0108 Page 4

and employee stock ownership plans under 26 U.S.C. 409. 1] No
exemption is provided for interests in pension plans that do not
qualify for favorable tax treatment under the specified provi—
sions of the Internal Revenue Code,

The definition of "retirement plan™ |In the bill In—
cludes PERS and TRS, since those plans are qualified plans under
26 U.S.C. 401(a). Two problems arise from application of this
bill to PERS and TRS, First, the bill provides that the exemp—
tions do not apply to contributions "made by an individual under
a retirement plan within 120 days before the individual files for
bankruptcy.” We believe that the purpose of this provision is to
prevent individuals from 1increasing their contributions to re—
tirement plans shortly before filing bankruptcy in order to shel—
ter additional assets from creditors. However, PEPJ3 and TRS mem—
ber contributions are statutorily fixed and 1involuntary, thus
preventing the kind of abuse addressed by this provision, 3/
Administration of this provision would require changes 1in tKe
PERS and TRS statutes, since there 1is currently no way for the
systems to make available to creditors an employee®s contribu—
tions that are made within 120 days before filing bankruptcy.
There are no provisions 1in either PERS or TRS allowing a partial
refund of a member®s contribution account to pay creditors (eil—
ther while the member 1is still employed or after termination of
employment), allowing an adjustment of service credit to reflect
a reduction in the contribution account, or allowing a member to
repay contributions that have been paid to creditors.

Second, the bill provides that the exemptions do not
prevent payment of retirement plan benefits to an alternate payee
under a qualified domestic relations order (QDRO) as defined by
26 U.S.C. 414(p). Proposed AS 09.38.017(c). The potential prob—
lem with this 1is that the statutes providing for both PERS and
TRS include a definition of "QDRO™ that is different in a signif—
icant respect from the definition of "QDRO™ 1in 26 U.S.C. 414(p). v/
Existing AS 14.25.220(31) and AS 39.35,680(34). Under the feder—
al definition, a QDRO <can order payment of a benefit to an

2/ The federal Bankruptcy Code exemptions provide an exemption
tor payments under these plane only "to the extent reasonably
necessary for the support of the debtor and any dependant of the
debtor." 11 U.S.C. 522(d)(10)(E).

3V This might also be true of some private pension plana that
will be affected by chis bill. n



Hon. Steve Cowper, Governor June 6, 1988
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alternate payee as soon as a member 1is both vested and old enough
to take early retirement, regardless of whether the member has
terminated employment or choose9 to take early retirement. Un—
like the federal definition, the PERS and TRS definition does not
allow payment of benefits to an alternate payee before the member
begins to receive a benefit. There 1s no system in place to al—
low either PERS or TRS to apply the federal QDRO requirements.

We characterize this second problem as a ™otential”
roblem because we believe that, despite the Ilanguage of the
ill, the better argument 1is that the rederal definition of QDRO

would not be applicable to PERS and TRS, This 1is so because 26
U.S.C, 414(p)(9) provides that the federal definition does not
apply to any plan to which 26 U.S.C. 401(a) (13) does not apply.
26 U.S.C. 401(a)(13) does not apply to governmental plans, such

as PERS, TRS, and municipal plana. Thus, under federal law, the
federal definition of "QDRO, by its own terms, does not apply to
PERS and TRS or the other governmental plans. Moreover, this

proposed stats statute says, 1in eubsec, (c), that the exemptions

in (a) "do not prevent” payment under a federally defined QDRO.

Payment under such an order is not required bv the proposed stat—
ute. In other words, if a creditor (spouse) has a domestic rela—
tions order that i1s a qualified one under the federal definition,

then the exemptions 1in proposed AS 09.38.017(a) do not bar the
creditor from reaching the pension money. But some other statute

might do so -- e.g., our PERS and TRS statutes. This raises

questions as to what right a person has to enforce a QDRO against
a governmental plan other than PERS or TRS If the exemption 1is
enacted,

The bill states a conclusive presumption that a retire—
ment plan that is exempt from claims under the bill 1i1s a spend-—
thrift trust. Proposed AS 09.38.017(d). We seriously doubt that
this provision provides a bankruptcy debtor with any additional

protection. IfT the debtor chooses state law exemptions, the pro—
visions of the bill already exempt the debtor®s interests 1iIn or
payments from the specified retirement plans. IT the debtor

chooses federal Bankruptcy Code exemptions, it is unlikely that a
bankruptcy court would give any credence to this presumption in
considering whether a plan that 1is clearly not a spendthrift
trust 1i1s excludable from the bankruptcy estate under *11 U.S.C.

541(c)(2). (PERS and TRS would not appear to qualify as spend-—
thrift trusts, since, although access to their benefits 1is, by
statute, strictly controlled, the portion of the trust money that

iIs the employee®"s contribution account may be obtained by the

employee wupon termination of employment before eligibility for
retirement benefits.)
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The provisions of the bill that were added in the com—
mittee substitute amend the dollar amounts of the value of exemp—
tions which may be claimed under the Alaska Exemptions Act. The
statutory amounts were doubled. However, the practical effect is
less than double because, as required by statute, the amounts had
already been adjusted up by regulation, approximately 10 percent,
in accordance with the consumer price index, (These amounts may
be adjusted upward again by the Department of Labor by operation
of AS 09,38.115, which provides for such changes each
even-numbered year,) There are no obvious legal problems with
these portions of the bill.

There i1s a significant policy decision to be made, how—
ever, with regard to approving the 1increases, The effect of the
increases will be to allow debtors to keep more of their property
while restricting the property available to nonsecured or
undersecured creditors trying to recover on loans 1in default. In
approving loans, some creditors may have counted on the avail—

ability of property or 1income that would be exempt under this
bill,

It is very difficult to predict what economic effect
will result if this bill becomes law, Some suggest that greater
exemption amounts will encourage more creditor negotiations with
debtors and thus reduce bankruptcy filings. Some suggest that
debtors will be more encouraged to file bankruptcy because they
will be able to keep more property. Another possibility 1is that
increased exemptions will decrease the availability of credit.

It 1s worth noting that the Alaska Exemptions Act was
based on the Uniform Exemptions Act, promulgated by the National
Conference of Commissioners on Uniform State Laws (NCCUSL).
Alaska 1s the or.ly state to date that has enacted the uniform
Act, and Alaska enacted exemptions 1in higher amounts than were
proposed 1in the uniform Act. We spoke with John McCabe, legal
director for the NCCUSL. He 1informs us that there 1is no consis—
tent answer on how any state has approached the exemption situa—
tion. For instance, several states exempt the homestead com—
pletely, but differ in the definition of the "homestead."

Mr. McCabe reported that Texas 1is noted for having the

most liberal homestead provision. The definition requires that
the debtor live on the property and then includes all property to
the outer boundaries. Thus, a debtor could be 1in bankruptcy,

have an urban home worth hundreds of thousands of dollars sitting
on millions of dollars worth of oil and the entire property would
be exempt from creditors. Mr. McCabe reported that the Texas
homestead provision has been criticized as being an iImposition on
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the credit system and unfairly restrictive for creditors.

When drafting the Uniform Exemptions Act, the drafters
first determined what kinds of property should be reasonably in—
cluded. Next, the drafters tried to ascertain reasonable values
that would fairly serve the debtor®"s interests and not unfairly
limit creditors. Mr. McCabe stated that the purpose of an exemp—
tions Act is to preserve some assets for the debtor to make a
fresh start without making the exemptions so great as to abuse

the credit system. He felt that the actual amounts were derived
by almost an intuitive consideration of what was fair and reason—
able.

We note that only the new exemption of interests 1in
retirement plans does not apply to assets of a bankruptcy estate
In a bankruptcy proceeding filed before the effective date of the
bill. Section 11 of the bill. Apparently, the legislature in—
tended the increased exemptions added by the committee substitute
to apply to pending bankruptcy proceedings.

We make no recommendation as to the resolution of the
policy 1issue raised by the increased exemption amounts, but only
tiring the i1ssue to your attention. Although there are no obvious
legal problems with adopting the increased exemption amounts, the
legal problems 1identified concerning the retirement plan exemp—
tion and the significant policy questions raised by the increased
exemptions warrant serious consideration of veto. A veto would
allow a bill to be drafted during the interim that would clarify
the effects on the state®s retirement systems and also allow more
studied consideration of the policy issues. We would be happy to
assist in drafting an appropriate veto message, 1f you wish.

y yours,

Grace Berg Schaible
Attorney General

GBSiVBR:JJ:pjg



§ 14.25.220 Alaska Statutes Supplement $ 14.25.220

(27) "part-time teacher” means a teacher occupying a position re-
quiring teaching on a regular basis for at least 50 percent of the
normal workweek at a teaching assignment, excluding teaching as an
assistant or graduate assistant, or teaching on a substitute, tempo-
rary, or per diem basis;

(28) "permanent disability” means a physical or mental condition
which, in the judgment of the administrator, based upon medical re-
ports and other evidence satisfactory to the administrator, presum-
ably prevents a member from satisfactorily performing the member’
usual duties for the member’s employer or the duties cf another posi-
tion or job which an employer makes available for which the member
is qualified by training or education;

(29) "prescribed rate of interest” means the rate of interest used for
computing employer contributions, for preparing actuarial tables used
by the system, for crediting interest to members’ contributions, and
for charging interest on members’ indebtedness accounts;

(30) "public school" means a school operated by publicly elected or
appointed schoo officials in which the program and activities are
under the contro | of those officials and which is supported by public
funds;

(31) "qualified domestic relations order” means a divorce or dissolu-
tion judgment under AS 25.24, including an order approving a prop-
erty settlement, that

(A) creates or recugnizes the existence of an alternate payee’s right
to, or assigns to an alternate payee the right to, receive all or a portion
of the benefits payable with respect to a member;

(B) sets out the name and last known mailing address, if any, of the
member and of each alternate payee covered by the order;

(C) sets out the amount or percentage of the member’s benefit, or of
any survivor’ benefit, to be paid to the alternate payee, or sets out the
manner in which that amount or percentage is to be determined;

(D) sets out the number of payments or period to which the order
applies;

(E) does not require any type or form of benefit or any option not
otherwise provided by this chapter;

(F) does not require an increase of benefits in excess of the amount
provided by this chapter, determined on the basis of actuarial value;
and

(G) does not require the payment, to an alternate payee, of benefits
that are required to be paid to another alternate payee under another
order previously determined to be a qualified domestic relations order;

(32) "retired teacher o- member” means a member who is termi-
nated, who has not received a refund from the system, and who is
receiving a benefit, other than disability, from the system:

(33) "retirement” means that period of time from the first day of the
month following
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ALACT
Relatirg o property eiegpeloma for hiBcateads, for certain
rc.lresot plan Intareaca ad paysanca, ad for otrer property.

*Sotin AS 9.38.010@) la asedid o reed

{D A individal b entitled 1o an eegptin aa a hossatead of
(e individal"s Intareat in property In thia atece used aa the prin—
cipal resicene of te (KAT] irdividel or te dyedents of te
(HY) individel, but te value of the hoseatead exoeption say ot
eead Sit.000 (327.000).

*Sc. 2 AS(0.30.0100) b asorkd o reedi

©® I proparty orad by the entirety or in cotron la used by
ae or rore irdividel owrers or treir dpadnts as their prircipel
resiche, each awer is ettitled t a hoesateed eesption of thet
orera Interest in the property aa provided In @ of thla section.
I agprecpte valle of trilldple hoseateed eceptios alloeble with
repct 0 a single livirg unit say ot exosed SIt.00 (§7,000).  If
dae arc aellelple ar.aa of property except aa a hoseateed, the \alle
of te exgotion of earh individel owner say ot excsed tre (THT)
individel owner 3 pro rata portion of S3(,000 (B77,000).

*9c. 3. AS (0.3 Is asaditd by adding a new section 1o reed:

S, 0.0.017.  BEXCTTION OF RETIRAVENT PLAN INTERESTS A\D PAY
SEAS. @ In adition 1 tre exogption uder AS 0.30.013(b), te
follavirg arc exest frtmadale ofan Irleld.aI‘S —aimr

CS ()

(SSA SB(HN)

PMKSIACH Vi

Crepter 18
) te Interest of the Individal In a redrecat plait
ad
® te soay or other aeeata payeble o te Irdividel
froa a retiresot plan.

® The ecyptios provided by @ of this section o 1ot gply
10 a cotribution Bk by an Individal 0 a retireant plan within
1D dya bafora Ce individal fllas for kerkpioy.

© Tre toptlar provided by @ cf thla section do ot pre-
vait tha payoat of berefits under a ratireserntt plen o an alterrete
payea uckr a quelified doeegttic relatiat orcer. I this sbtection,
"galified dooeatic relatios order’ hes tha aeanlng given In B
DSC tlt(p).

@ A ratlroooit plan eopt fita clalaa uder @ of this
sectin b aoclusively preasad o ba a erdthrift trust uder this
section.

@ Inthla sction,

@ ‘'altemate paed' hrs tre esanlng given In 6 I"SC.
4O

©@ individal" Bat animdividel wo k a participat
ina bereficiary of, or an altemate payee of a retirecant plani

® "rtrect plat’ st a retrcamt plan tet b
qalified uder 6 USC. 601@), 2 USC. (B@), BUSC. Ob).
6US.C. (@, or 5USC. (® (Intermal Revenie Qxb).

*Sr. ( AS0.9.M kb errk) © red:

Sc. (0.0.00. BOIPTIONS GF PERINAL FROFPTY S3JICT TO\ATE
LIMITATIONS, @) An Irdividal Is entitled 10 an cerption In prp-
erty rot o exoeed an aggregate valle of $L£22 151.500) closm b te
Individel fron the folloving categories of property:

(O hosdold goodsad vearing grarel  ressorebly
2>
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Chepter 16
for ot hoeetoldi
17 If reeecrebly held for tha poecrel wea of th irdl-
vidal or  dgaat, boda ad eelcal Iretneentai ad
@ fanily poroatca ad helrdocea of particular eentl-
nental valua o tha Individal.

() A Individel la ettitled ©© exgpton of Jaelry, ot
exocading $1.000 1830) In aggrecate vala. I held for tha poreorel
uea of tha Irdividal or a depancint.

<) An Individal la anticlad to ecsption, not ecssding 32.80
11,40) in agrepte \alle, of iquicenta, profcaaloel bode, ad
toola of the trak.

© A Imividel la ettitled o tre e@ption of e © ta
extant of a\vala rot actading 51.000 (33X0).

@ A Imividel |k entitled © an exption of ae ootor
vehicle 1o tre exant of a value rot ecsding 111000 GL3A0) If t+
full value of tt motor wehicle doea not exosed 520,000 (BI0,08).
*Sc. 5. ASMO.B.05Q) kb avedd o redi

@ Bogpt @ provided In thla aactlon or AS 0.8 .Qty. an
Individal b entitled t© aequclon of usecured Ufa Insrea. ad
aruity antrecta owed by e Individel.  If the antracta hae
aconed dividoh ad leen vales awileble © tha individal eg*
grecating core den s10.000 (55 000). & oreditor ey dbtain a aurt
orter requiring tre Individal debtor 1o pay tre oreditor, and author*

Idg tre aeditor an tre debior's behelf o dotain payoatt of. tre

aunt of the aooned wivicods ad leen values In excess of 310.00

@3,00) or tre asant of tre areditor™s clatn, vhideer k| ks
*3. 6. A 0.38.00@) b aeeed 1o reedi

@ Bopt & provicd In @) ad © of thla sscion ad
AS(0.3.00, an Individal debtor ks etitled © an neption of tre

-3 CSB SB(HN)

1988 SIA HI. 115 lil

Crepter 133

Individal debtor™ weekly net eaming® not In excsed $I\ SD3L
Tha weekly net eaming* of an Individal aie dcteninad by therectinf.
froa t* veekly groee eaming® all ate required by lavar court arder
1 be withreld.  Tha wiekly ret eaming” of an Irdividel peid on a
oathly keala ara determined by elbtracting fioa te amlhly geai
eaming* of tre Individal all as required by lav or curt ader ©
ka withheld ad dividing t resaler by 4.3, Tha weskly net eam—
ing# of an Individel peid on a meol-sthly bealt are determined by
abtrecting fica tre aeal-eothly grosa. eaming™ all ao* required by
lav or court ortker 1o ba vithhald and dividing the remainder by 2.17.
*Sr. 7. AS0.38.00(0) la seeded o readi
) A Irdiivictel who cbea ot receive eamirgs eitrer ves§)E Hill IMD
saalHonthly or mthly la entitled t© a mexlaa eegilen for te
aggreceCa vella, of each and odrer liquid aesrta available in any anth
of 51.40 (GA0), eaxpt aa provicd In AS(0.38.00. The E|c. "lig—
uid aeeats" Inchuks dgposita, seaurities, mitcs, drafts, aconed
vecation ey, refuts, prepayole, ad receivebles.
*%c. 8 ASM.B.0NE) la aeed © rexdi
® T folloving progerty, wnlesa ecspt without HirttJEidn HFH 1)
ucer AS (9.3.013 or (09.38.01). upon receipt by and vhile It la In
the poesession of tre Individel, shell be trotrd j$ eamings, i+
axe, czeh, or other liquid resrta uckr thla arctoni

ﬁl) berefit* paid by ream of diiabtdity, Ulnes«, o
uapl

o property reeinved for ol or ifpaain
rBlnlIIHIECIZ) i 4

®@ proosess of Irsrane, a ddet, or a *etW?,nt, ar
other righta acoruing &s a result of badllv injury of tre Individal
a of the woygful m«tﬁiﬂy Injury of another individel of
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Municipality
ANCHORAGE, ALaSECO©"E©650

of (907) 343-4295
TOMBNC 11AK 12 1990
Anchorage MAYOR

POLICE AND FIRE RETIREMENT BOARD

March 5, 1990

The Honorable H. A. "Red" Boucher
House of Representatives

State Capitol

P. 0. Box 111038

Anchorage, AK 99511

Dear Mr. Boucher:

Thank you for taking the time to visit with John Cowdery and |
during our visit to Juneau on February 20, 1990. The issue we
discussed regarding when an alternate payee (i,e. ex-spouse) ma
receive payments on a Qualified Domestic Relations Orders (QDRO)y
is of concern to the Police and Fire Retirement Board, the
Retirement System members and retirees.

ﬁsldiscussed with you and your staff, the problems are listed
elow:

1. All %SV ment pension plans are specificall

0 . . y
b){ ER federal pension regulations. ER
allows fq vernment plans to define or restr
aﬁpllca on of QDRO's as its re?ulauons see f
Thus, Alaska State Legislation for PERS and TR
been adopted which states P_ayment may only b
antalternate payee at the time the member ac
retires.

2. Alaska Statute 09.38.017, passed in 1988, it allows for
the alternate payee to elect to receive their payments
from other government plans at the time the member is
first eligible to retire, not when they actually
retire. As stated above, PERS and TRS legislation does
not allow for Paymen_t to an alternate payee until the
retiree actually retires.

—® —
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Municipality
ANCHORAGE, ALASKA 99519-6850

of (907) 348-4295
Anchorage Qﬁ&ﬁyK

POUCE AND FIRERETIREMENT BOARD

November 20, 1989

The Honorable H. A. "Red" Boucher
P. 0, Box 111038
Anchorage, ak 99511

Dear Representative Boucher:

On behalf of the over seven hundred members and retirees
covered by the Anchorage Police and Fire Retirement System
(APFRS), I would like to solicit your assistance in helping
to solve a problem of considerable condem to both tha APFRS
Board and membership. Und”r current Alaska law, certain
pension benefits are subject to attachment under APFRS, while
those under PERS and other state retirement plans are not.
The APFRS Board is urging the Legislature to correct this

discrepancy. o

In 1988, the Alaska Legislature adopted, without much debate
or controversy, a statute which protects both public and
private pension benefits from assignment except under a
"qualified domestic relations order™, or "QDRO". Under the
statute, codified at AS 09.38.017, a QDRO 1is defined by
reference to federal law, at 26 U.S.C." 414. Under the
federal definition, a QDRO may assign a member®s pension
benefits to satisfy a child or spousal support judgement or
property settlement, 1if the order meets certain statutory
requirements. Of particular concern to us is a provision in
the federal law that allows a member®s benefits to be
assigned, at the election of the assignee, at any time
following the date a member 1is first eligible to retire,
regardless of when or whether the member has actually
retired. This requirement can create considerable
difficulties for plan administrators, at substantial cost to
tha plan.

Fortunately, governmental pension plans, including PERS and
other State plans, as well as our own, have never had to
contend with this difficulty. Under the Employee Retirement
Income Security Act (29 U.S.C 1001 et sag.), public
retirement plans are specifically exempt from federal pension
regulation; a governmental plan may define or restrict
application of QDRO"s as its regulators see fit. Thus, the
Legislature has adopt statutes - and the Anchorage Assembly



ordinances — that allow assignment of governmental plan
benefits only from the date the member actually retires. See
e.g. AS 39.35.680 (34); AMC 3.85.075.

AS 09.38.017 could be interpreted as superseding existing law
and thereby jeopardizing the federally-mandated independence
of governmental pension plans. The new statute clearly
conflicts with existing state pension laws. And if the
statute is applied only to municipal pension plans, it
clearly denies members of the municipal plan the equal
protection of law, treating them differently from members of
state governmental plans, without apparent justification.

These problems can be easily solved, however, merely by
exempting governmental pension and retirement plans from the
definition incorporated in AS 09.38.017 (c). The change is
fully consistent with the intent of the federal laws
incorporated by reference in the statute. Our attorneys have

drafted a bill that should accomplish this purpose.

Please be. assured that your efforts on our behalf will be
greatly appreciated by the members of 'the Anchorage Police
and Fire Retirement System and their families. | look

forward to meeting with you and your staff, if at all
possible, before the opening of the nexti legislative session.
If you have any questions, please call me at 343-6440 or
Board counsel, Scott Sidell, at 258-6599.

Thank you again for your assistance in this matter.

ufaseph Caswell

Chairman
Police and Fire Retirement Board

JC; Ihk
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M>(.i.<erilv performing the cm-
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o'n'r riMimreinent to Qualify for

umtirnt for a member who is
\> ;035.370(a) or under
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*» available and for which the
eduration: however, the proxi-
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~«w, correctional officer, correc-
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80.35.680 Public Ofi'iceus and Employees § 39.35.680

t'l whose employees are not required by law to participate in the
-vstcm;

«31) "qualified domestic relations order” means a divorce or dissolu-
eion judgment under AS 25.24, including an order approving a prop-
. rtv settlement, that

A) creates or recognizes the existence of an alternate payee’ right

or assigns to an alternate payee the right to, receive all or a portion

i ihe benefits payable with respect to an employee;

I) sets out the name and last known mailing address, ifany, ofthe
sinployee and of each alternate payee covered by the order;

Ci sets out the amount or percentage of the employee’s benefit, or
4 any survivor’s benefit, to be paid to the alternate payee, or sets out
elie manner in which that amount or percentage is to be determined;

*11 sets out the number of payments or period to which the order
ippiies:

E) does not require any type or form of benefit or any option not
'iherwise provided by this chapter;

Ii does not require an increase of benefits in excess of the amount
provided by this chapter, determined on the basis of actuarial value;
and

*(11does not require the payment to an alternate payee of benefits
hat are required to be paid to another alternate payee under another
soder previously determined to be a qualified domestic relations order.

35) "retired member” means an employee who is terminated, who
has net received a refund from the system and is receiving a benefit
«aher than disability, from the system;

*36) "retirement” means that period of time from the first day ofthe
month following (A) the date of termination and (B) application for
retirement, in which a person is appointed to receive a retirement
benefit, other than occupational or nonoccupational disability benefit;

m37) "seasonal” refers to an employee who is occupying a position
tor less than 12 months each year where it is anticipated that the
wime employee will return to the position when needed and includes a
temporary employee of the legislature if part of the service for “he

‘egislature during each calendar year is performed during a legisla-
tive session;

138) "surviving spouse” means the spouse of an employee who has
been married to the employee for at least one year at the time of the
esmployce's death; the one-year marriage requirement does not apply
when the employee’s death was an occupational or accidental death;

39) "system” means the Public Employees’ Retirement System of
Alaska:

"I vested member” is an active member who meets the five-year
‘mreditod service requirement to qualify for a retirement benefit. (§ 3
r|>113 SLA 1960; am S 2 ch 93 SLA 1962; am § 3 ch 102 SLA 1963;
m">5 10eh 155 SLA 1966; am S 14 ch 83 SLA 1967;am 88 18 — 21 ch

39



§ 0938020 Alaska Statutes Supplement § 093802QJ'

(2) the money or other assets payable to the individual from a re
tirement plan.

(b)  The exemptions provided by (a) of this section do not apply to
contribution made by an individual to a retirement plan within 120
days before the individual files for bankruptcy.

(c) me exemptions provided by (a) of this section do not prevent;th£
payment of benefits under a retirement plan to an alternate payee
under a qualified domestic relations ordei;. In this subsection, "quali*;
fieH~domesur7elations order" has the meaning given in 26 U.S.C*
414(p).

(dJ A retirement plan exempt from claims under la) of this section.
is conclusively presumed to be a spendthrift trust under this section;.

(e) In this section,

(1) "alternate payee" has the meaning given in 26 U.S.C. 414(p)(8)-.

(2) "individual™ means an individual who is a participant in, a ben*i
eficinry of, or an alternate payee of a retirement plan;

(3) "retirement plan” means a retirement plan that is qualified un-y
der 26 U.S.C. 401(a), 26 U.S.C. 403(a), 26 U.S.C. 403(b). 26 U.S.C. 408,1
or 26 U.S.C. 409 (Internal Revenue Code). 3 ch 135 SLA 1983)-

Editor’s notes. —Section 11, ch. 135,  estatein a proceeding tiled under It
SLA 1988 provides that this section "does  U.S.C. (Bankruptcy! before September (y
not apply to the assets of a bankruptcy  1988.”

Sec. 09.38.020. Exemptions of personal property subject tQ]
value limitations, (@) An individual is entitled to an exemption ioi
property not to exceed an aggregate value of $3,000 chosen by the
individual from the following categories of property;

(1) household goods and wearing apparel reasonably necessary for]
one household;

(2) if reasonably held for the personal use of the individual or a;
dependent, books and musical instruments; and if

(3) family jfortraits and heirlooms of particular sentimental valu#,.
to the individual.

(b) An individual is entitled to exemption of jewelry, not exceedir
$1,000 in aggregate value, if held for the personal use of the individ-1
ual or a dependent.

() An individual is entitled to exempt: »n, not exceeding $2,800 in,
aggregate value, of implements, professional books, and tools of thc<
trade.

id) An individual is entitled to the exemption of pets to the extent of?
a value not exceeding $1,000.

(e) An individual is entitled to an exemption of one motor vehicle tol
tlie extent ofa value not exceeding $3,000 if the full value ofthe motor -
vehicle does iiv* exceed $20,000. ($ 2ch 62 SLA 1982 am > 4 ch 157
SLA 1983 !
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2NT § 09.38.010

redemptioner. The
or a redemption, or a
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cy proceedings
nt of dollar amounts

An individual is enti-
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due of the homestead

imon is used by one or
; their principal resi-
d exemption of that
a) of this section. The
‘tions allowable with
354,000. If there are
tead, the value of the
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d under an execution,
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o within 60 days after
under this section or
the filing of a timely
nay repurchase prop-
a sale on execution
s of the sale plus the
highest bid and the
7) the amount of the

Code ok Civil Procedure S 09.38.017

‘aim. if the individual does not exercise the repurchase
this subsection, the clerk of the court shall first remit an
K'termined to be exempt to the individual from the proceeds
«.urn the balance less the cost of the sale to the creditor. For the
fleeting an amount remaining unpaid on a judgment
'tii'T.'iase of property by an individual under this subsection,
.h > or the creditor’s assignee may not make another levy on
repurchased.
>n entry of the order of confirmation under Ic) of this section
*Mtion of the time period for repurchase, the clerk may exe-
«0. "0 the property and when delivered it shall be sufficient to
i:i:\le of the individual in the premises sold to the purchaser
no. 2 ch 62 SLA 1982; am S§ 1, 2 ch 135 SLA 1988)

i'm ‘rences. — For current ex-  for "that indivdual” twice in subsection (a)

u,.L'. fite @ Alaska Adntinis- and once in the last sentence in subsection

. "1 (Bft. (b). and "$54,000" for "$27,000" in subsec-

; inendmems. — The 19S8 tion (a) and in the last two sentences in
-uustituted "the individual"  subsection (bl.

NOTES TO DECISIONS

-.mce hi judicial lien to extent value cf the property; (2) the gross
, .iirment uf homestead exemp- amount of the homestead exemption is
tion .2..fi of the Bankruptcy  subtracted from the value ofthe property;
'SC., urovides that ". . . the and (3) from the remainder left, each lien
iv avoid the fixing of a [judicial | is subtracted, one at a time, beginning
. IMiuMiv to the extent that  with the most senior lien, until a judicial
W . iiiii - .hi exemption . ..." To lien is reached. Then the judicial lien is
m  enether there is such an im-  subtracted. To the extent that all or any
: niinesicad exemption, the  portion of the j'Hicial lien exceeds the re-
I nns.ici. taken by the court: (1)  mainder derived in 12, abowve, il is void-
e :cd in order of priority able. In re Duncan, 43 Bankr. 833 (Bankr.

%]  «yi in the extent of the  D. Alaska 19841

9.38,015, Property exempt without limitation.

references.—Fur provisionsex-  retirement benefits from levy to enforce
imiiinu.- held in the public cm  the collection of a debt, see AS 39.35.505.
""inn :imd .mil public employee

NOTES TO DECISIONS

| ;7. imiliiv B Anchorage v
.=t ot ImrgCii., 722 °7.2d 919
4 ",

(i'4.;;5,0)17. Kxemption of retirement plan interests and

" uieiits, ;i In addition to the exemption under AS 09.38.015(b),

2'Unwin'l ipi. axmnpt from a claim of an individual’s creditor:
in- miincsi of ihe individual in a retirement plan; and
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"An Act relating to state procurement."”
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Introduced: 2/27/90 6-2039A
Referred: Transportation, and State Affairs

BY THE JUDICIARY COMMITTEE

IN THE HOUSE
HOUSE BILL NO. 570
IN THE LEGISLATURE OF THE STATE OF ALASKA

SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL
For an Act entitled: "An Act relating to state procurement.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 36.30.015(e) is amended to read:

(e) The board [BOARDS] of directors of [THE ALASKA RAILROAD
CORPORATION AND] the Alaska State Housing Authority shall adopt proce—
dures to govern the procurement of supplies, services, professional
services, and construction [BY THE CORPORATION]. The procedures must
be substantially equivalent to the procedures prescribed in this
chapter and in regulations adopted under this chapter.

* Sec. 2. AS 36.30 is amended by adding a new section to read:

Sec. 36.30.035. ALASKA RAILROAD CORPORATION. The board of
directors of the Alaska Railroad Corporation shall adopt and publish
procedures to govern the procurement of supplies, services, profes-
sional services, and construction. The procedures must meet accepted
railroad industry standards under AS 42.40.100.

* Sec. 3. AS 36.30.040(b) 1is amended by adding a new paragraph to read:
17 cost-plus-a-percentage-of-cost contract provisions
allowed under AS 36.30.370.
* Sec. 4. AS 36.30.100(b) 1is amended to read:
(b) Competitive sealed bidding is not required
(1) when the commissioner determines in v 1iting that food,
clothing, or medical supplies, or supplies [MATERIALS] for use in
laboratory or medical studies may be purchased otherwise to the best

advantage of the state;

HBO570A -1- HB 570



(2) [WHEN RATES ARE FIXED BY LAW OR ORDINANCE;
(3)] for the purchase of products or services manufactured
or provided by an employment program; or
3) [(4)] for the purchase of products or services provided
by the correctional industries program established under AS 33.32 [;
(5) FOR PROFESSIONAL SERVICES; OR
(6) FOR CONCESSIONS OPERATED ON STATE PROPERTY],
* Sec. 5. AS 36.30.370 is amended to read:

Sec. 36.30.370. TYPES OF CONTRACTS. Subject to limitations of
this section, any type of contract that will promote the best inter —
ests of the state may be used, except that the use of a cost-plus-a-
percentage-of-cost contract is prohibited exceptas authorized by (b)
of this section. A cost-reimbursement contract may be used only when
a determination is made in writing by the procurement officer that a
cost-reimbursement contract is likely to be lesscostly to thestate
than any other type or that it 1is impracticable to obtain the sup —
plies, services, professional services, or construction required
except under a cost-reimbursement contract.

* Sec. 6. AS 36.30.370 is amended by adding a new subsection to read:

(b) A construction contract may ©provide that the contractor
shall be paid on a cost-plus-a-percentag“~of-cost basis for extra work
that could not be reasonably anticipated, if the extra work is
required for the satisfactory completion of the project under the
contract.

* Sec. 7. AS 36.30.850(b) is amended by adding new paragraphs to read:
(22) disposals of supplies acquired through foreclosure of
loans issued under AS 03.10;
(23) purchases of curatorial ar.J conservation services to

maintain, preserve, and interpret

570 -7- HBO570A



(B) items having cultural, historical, or archaeologi—
cal significance to the state;

(24) acquisition of confidential seismic survey data neces—

sary for pre-sale oil and gas lease analyses under AS 38.05.180;
- (25) contracts for village public safety officers;

(26) purchases of supplies and services to support the
operatic..3 of the Alaska state troopers or the division of fish and
wildlife protection if the procurement officer for the Department of
Public Safety makes a written determination that publicity of the
purchases would jeopardize the safety of personnel or the successcf a
covert operation;

27) expenditures when rates are set by law or ordinance.

* Sec. 8. AS 36.30.540(4) _nd 36.30.540(5) are repealed.

HBO570A -3- HB 570



i STATE OF ALASKA BILLVERSION: B 370
1foQ LEGISLATIVE SESSION PUBLISH DATE:
FISCAL NOTE
REQUEST:
Revision Dale: . AgencyA/feial: Co” erce « Economic Dev.
Title: An Act relating to state BRU: Alaska Railroad Corporation
procurement _
Sponsor: House Judiciary Committ~ee~ Components

RequestorHouse Transportation

EXPENDITURES/REVENUES:  (Thousands of Pollan)
OPERATING FY A FY @ FY B FY A FY % FY %

PERSONAL SERVICES
CTUAL

SUPPL

ERUIPMENT

LAND A STRUCTURES
GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0
CAPITAL | 0 0 0] 0 0 0]
REVENUE 0 j 0 0 0 0 0- o

FUNDING: (Thousands of Dollars)

GENERALFUND

B%'IQIEEFEZAL FUNDS

TOTAL 0 U ) Q n )

POSITIONS:

FULL-TIME 0 0 0 0 0 0

PART-TIME

TEMPORARY -

ANALYSIS : (Aaach aseparate page if necessary)
As the Alaska Railroad Corporation 1is not subject to the Executive Budget
Act, this legislation will have no fiscal impact on the state budget.
However, an analysis of the cost of this legislation to the Railroad is
attached.

Prepared by Guy Bell, Director Phone: 465-2505
Division : _ Administrative Services Date:_ 3/12/90
Approved by Gommissiong: LarryMerculieffN Date: "3In.<
Agency. Department or commerce & tconomic Development

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page of
LW/dgl6473D/31290h



Memorandum
March 12, 1990

To: Linda Wild
Department of Commerce and teonomle Development

From: Larry Houle
Alaska Rail tlon

Fiscal Note Information HB 570

The ARRC 1s Impacted In two specific areas as a result of the state
procurement code. We are in support of HB 570 as It It written because it
would allow the corporation to return to our original procurement
program, consistent with railroad Industry standards and our enabling
legislation AS 42._40.

0 The state procurement procedures clearly add two full time staff to
the ARRC procurement department. One supervisor at approximately
$50,000 per annum and one Procurement Officer at approximately $40,000
per annum. In addition to their annual salaried the corporation must pay

an additional 21% In annual benefit! tuch as; unemployment Insurance,
workman®s compensation, mtdlcel and dental Insurance.

2) The state procurement procedures alao add an additional 50 to 45 days
to the procurement procen thereby, eliminating our ability to take
advantage of certain spot market purchases and market opportunities
where low pricing is available for only a limited time frame. Itis
difficult to quantify this delay In hard dollars, but estimate It to cost
ARRC approximately $300,000. per annum.



STATE OF ALASKA Bill Version: hb 570
1990 LEGISLATIVE SESSION Publish Date:
FISCAL NOTE
REQUEST:
Revision Date: Agency Affected: Administration
Title: "An Act relating to State BRU: Ceneral Services and Supply
procurement.”
Sponsor: Judiciary Committee Components : Purchasing
Requestor:
EXPENDITURES/REVENUES: (Thousands of Dollars)
""OPERATING "7Y "9l FY 92 FY 93 FY 94 PY "'95
PERSONAL SERVICES 0 0 0 0 0
TRAVEL 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0
SUPPLIES 0 0 0 0 0
EQUIPVENT 0 0 0 0 0
LAND L STRUCTURES 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0
MSCELLANEOUS 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0
CAPITAL 0 0 0 0 0
REVENUE 0 0 0 0 0
FUNDING: (Thousands of DoT ars)
GENERAL AUND 0 0 0 0 0
FEDERAL RNCS 0 0 0 0 0
OTHR 0 0 0 0 0
TOTAL 0 0 0 0 0
POSITIONS:
FULL-TIME 0 0 0 0 0
PART-TIME 0 0 0 0 0
TEVRCRARY 0 0 0 0 0
ANALYSIS: (Attach a separate page if necessary)

The bill makes minor housekeeping changes

to the State procurement code.

Department of Administration are negligible for Fy 90 as well as future years.

Robert J.
General

Prepared by:
Di Vi Sion:

Link, Director

Approved by Commissioner:
Agency:

Frank S.

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

Rev: 11/89

Baxter

Department of Administration
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State of Alaska

Committees 0. 9Rl1

QO-CHAIR, HOUSE JWDICIARY
VIG--GHAIR. HOUSE LABOR AND COMMERCE

LT G0 - m&@@@m

Representative Max F. Gruenberg, Jr.
District 11
Spenard, Upper Midtown Anchorage

MEMORANDUM

TO: p. H. A. "Red" Boucher
a

an, House State Affairs Committee

m
FROM:  Rep. Max E. Gruenberg, Jr, /L
Cop-Chairman, House Jgudiciary Committey y

SUBJECT: Scheduling of HB 570
DATE: February 27, 1990

HB 570, "An act relating to state procurement”, was introduced
by the House Judiciary Committee and was referred to the
State Affairs Committee on March 15

T | minor amendments to the state

are derived from provisions droRped
se last year., [t also changes the law
by the Alaska Railroad. A“sectional

his bill makes severa
Procurement Code which
from SB 170 in the Hou
regarding procurements
analysis™is attached.

The bill is ready for a hearing. Please schedule the bill at
your earliest opportunity.



/against cost-plus-percentage-of-cost contracts in

)

SECTIONAL ANALYSIS OF
HOUSE BILL 570

Sections 1 and 2 [AS 36.30.015(e), -.035]

The Alaska Railroad is not currently covered by the
Procurement Code. However, AS 36.30.015(e) requires the ARR
to adopt procurement procedures substantially equivalent to
the Procurement Code. Section 1 removes that requirement,
which is replaced by a requirement in Section 2 that the ARR
adopt and publish procurement procedures that meet accepted
railroad industry standards. he language in Section 2
implements existing AS 42.40.100(8).

Sections 3, 5 and 6 [AS 36.30.040(h); -.370]

These three sections implement a Pro?osal set forth in Section
15 of SB 170. They make it clear that the general Phrohlbmon
e
Procurement Code does not apply to change orders in
construction contracts. Change orders are standard
construction contract terms that provide for payment for
unanticipated work during the course of a construction
contract. Such work is outside the scope of the original
contract, but is routinely performed by the contractor.

Section 4 [AS 36.30.100¢(h)]

The bill deletes three of six existing exemptions from the
competitive sealed bidding requirement of the Procurement
Code, including purchases where the rates are fixed bzl law,
for professional services, and for concessions on stafe
Propert>[/_. Under the Dbill, if rates are fixed by law the
ransaction will now be completely exempted from the
Procurement Code, by virtue of new AS 36.30.850(b)(27) [page
3, line 13]. Contracts for professional services ‘and .
concessions on state property may be exempted from competitive
sealed bidding only by administrative action.



Section 7 [AS 36.30.850(b)]

adds a number of specific transactions to the
actions exempt from the Procurement Code. They
n

S

lies acquired through foreclosure
ultural Loan Fund (AS 03.10);
rial and conservation services
or of cultural, historical, or
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27). expenditures where rates a”e set by law.

ns throu h are retained from Section 17 of
Subsectrons ; d (27) are derived from language
n 18 of SB 170

Section 8 [repealers]

This section repeals AS 36.30.540 (4) r%n

(5). Those
grovrsrons required the Commissioner o

d

Adrnrnrstratron to
lennially report to the legislature a list of all in and out

of state procurements. The information remarns available on

request,



ALASKA RAILROAD corporation

P.O. Box 107500* Anchorage, Alaska 99510-7500

MEMORANDUM
March 13, 1990

To: House Transportation Committee
From: Larry J. Houle

Legislative Liaison

Alaska Railroad Corporation

Re: Position Paper HB 570

Thank you Mr. Chairman for the opportunitytocomment beforeyour

committee and give testimony relating toHB 570 as itaffects the

Alaska Railroad Corporation.

The Alaska Railroad Corporation is a unique experiment in public
ownership of a private business. As you know, the Alaska Railroad
Corporation Act established the Corporation as a self-sustaining
business, exclusively responsible for the financial and Ilegal
obligations 1incurred by the railroad, and provide for the prudent
operation of the railroad according to sound business management
practices. Further, the management 1is charged with the responsi—
bility of fostering long-term economic growth and development of
the state"s land and natural resources, as well as maintain the

viability of the railroad pending eventual sale or transfer from

state ownership.



March 13, 1990
Page 2 of 4

For the past five and a half years the railroad has operated as a
self-sustaining business. As you know, we have not come back to
yuu in the legislature to ask for any subsidies and in fact have
turned down monies offered to us for passenger services. We did
this to preserve our mandate of operating on a business-like basis
because we felt that by applying sound business management
practices we could effectively reduce costs or increase revenues on
this service to a point where you would be satisfied with the

returns.

This brings me to the reason we are here. The same law which
established the corporation also charged us with the responsibility
of ensuring the procurement procedures of the corporation meet
accepted railroad industry standards. The corporation held public
hearings and adopted such policies and procedures early on in our
corporate existence. We felt we had excellent vendor relations,
good sources of supplies and an efficient, well-managed procurement
program in accordance with how other railroads operate. However,
as you know 1in 1987 and 1988, the state adopted a new procurement
code as a result of certain circumstances 1in Fairbanks. The
railroad corporation was included in these new rules and regula—
tions as being required to have "substantially equivalent™ policies
and nrocedures. There was nothing wrong with the way we had been
conducting our procurement program but, all of a sudden, in mid—

stream, we had to change our whole approach. As a result, we are



March 13, 1990
Page 3 of 4

no longer similar to industry practices but are forced to try to
implement “"public™ procurement practices while attempting to
conduct a "private" business on a profitable basis. We have added
two additional staff positions just to handle additional adminis—
trative burdens required under the new law. I might add these new
positions have not added anything to the bottom 1line of the
corporation, but are simply handling paperwork. Further, we feel
an additional 30 to 45 days have been added to the procurement
process. As you are fully aware, in business, time is money. Hard
dollar costs are hard to determine 1in cases like this, but 1 feel
confident in saying we are spending an additional $200 hundred

thousand dollars annually because of the procurement code.

The corporation is fully committed to the principles of competitive
bidding, and fair and equitable treatment of 1i1ts vendors and
suppliers. Prime consideration to the company®"s interest 1is
achieved while seeking to maintain and further long-term, mutually
profitable, ethical supplier relationships. The Alaska Railroad is
bottom line oriented. As a result, we must insure we have the best
procurement program available which purchases needed materials and
supplies at the most competitive rate while ensuring quality,
dependable service. We are a business and as such we must be given
the opportunity to pursue market opportunity when and where it
arises. Market opportunity 1is not a consideration 1in the state

procurement code.



March 13, 1990
Page 4 of 4

House B ill 570 language which is before you for consideration would
return the Alaska Railroad Corporation to the standard expected of
us as a private business and as stated in our enabling legislation
AS.42.40. Procedures which are consistent with accepted railroad
industry standards assures you we are acting in a consistent, fair,
publicly accountable practice Wiiile ensuring the Corporation has
the ability to pursue its legislative mandate of maintaining itself
as a viable investment of the State of Alaska,

Alaska Railroad Corporation
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Inly IAF

Ao Amended

Amended by Resolution 88<C
04/21/88

Rule No. 8 Adopting Procurement Rules for the Corporation.

Sanmmary: The rule provides for the procurement ad purdesing of
materials, supdies ad senices for the Corporation. The rule provides
for purchasing, procurenment by requesting bids, procurerment by purdnese
utUai, uiai ayipoMioni,* lu huiuiu**c, uurarwut figgyt&jtuon», inspection or
good* resolved, decision* fed make or buy material* or auppllet, return* to
vendors, female ad minority onned vendors, product erndorsanerts,
pudases by endoyees, price quotations, standardization of material
pudhases, Lee of the Coporation rerre, vendor relations ad selection

ad requirements of Sate lawy,



MAR 12 '93 12:00 fiRRC MKTG AHG 5072765826

ALASKA RAILROAD
CORPORATION

SUBJECTI1 Procurement Rev. No.
| Itulea aauaData

C&MU&CKEMI , MUSS

1X00.1 Obiective The overall objective ef thie Rule lo to

easure that needed f£ooda antf eervieee are octainwu in » M hf,>r

that treata v*ndor« fairly end equitably, and providea the beet

value to the Corporation.

1100.2 powpetltion ARRC policy ie to purohaae «u

eervieee vith a value ox ei.ooo0.00 or aara 0N < enapetitive

baeie. Purehaaaa aada without competition «Uet be juetified in

vriting, approved, and be fair and rwaaonabia.

1100.3 W ritten .SpiAciftlone W ritten eolieitatione v ill be

utlllxed on all aoquiaitiona of aaterial and/or eervieee vith

an eetiaated unit price of t5.000.00 or acre,

unleea
specifically authorixed by the V.P. Finance.
1100.4 Earnial-Salleitatlona A vritten ‘'Invitation for Bid*
Oor 'Reaueet for Propoeal” vill be utilixed on all acquieitione

oi aaterial and/ar aarwinaa that have an eetlnatad unit prlee

of *25,000.00 or aore.
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P.4
At-ACKA RAILROAD
CORPORATION
SUBJECT) Procurement Rev. No.1 0 I Indtx | A
Rules Issue Pstej | Pstfej2 of ft
1100.5 Professional Servioes Procurement of Professional
Services «r> made An accordance vith AS 36.96 st seq.
1100,6 Female, Minority, and Alaskan Ovned Vendors It in the

pelloy of th* arrc to encourage meaningful participation of

female, Minority, and Alaakan ovned vendor eourceu to provide

uncrXui and eo«*pt»bia quality aervioea or aaterial at

com petitive prices.

1200.0 OENERAL PROVISIONS

1200.1 Authority These rule* are adopted under the authority

of AS 42.40.010 ct »aq.. and P.L. 97-468 (The Alaska Railroad

Transfer Act), 45 U.S.C. Sections 1201-1214 CARTA?¥*). Theae

rules shall be read in a manner eonaietent vith applicable lav.

1200.2 Application These rules shall apply to all employees

of the Alaexa Railroad Corporation (ARRC).
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ALASKA RAILROAD
CORPORATION

BUfIJECTi Procuraaent Rav. No. 0 I-fndex i A-
Rulta laaua patJ 7-18-Ai | Page|3 -it a
1200,3 Thi

CEO aay dalagata tht authority and

raaponalblllitita nteaaaary for tht

laplaaantatlon of thast

rulmm e» he tty data tppropriatt.

1200.4 (TQCHJurH Tb» Ubu nmlvm

>uak »r»e»elur»ii *a
art necessary to

imple**nt thoaa rul*«.

1200.5 CantliflkJU~™ Exiatina Rulta Thtit rulta auptraeda

tht rulta eontinutd in effact by Eaargancy Rult Ho. 85-2, which

havt no furthar ioret or affaet. Thaat rulta ahall control in
tht avant of a conflict batwaan thaaa

rulta and any othar rulta

of tha ARRC axlating aa of tht

data of adoption of thaat rulta.

1200.6 Temlnology

The uae of any gander in thear rul.o

thall be Oaewed to Aneluda thm othar oendtr. wherever

appropriate The uar nlthe aingular in thaat rultfi shall be

appropriate.

1200.7 Product Endoraertnt Raqurata for approval of a nawa
ralaaat or advertisement. iteming A*t»0, o* tt«

operating unlta or ptraonnal, uata a product aadt or atrvict

- »— e Yo hv tha CTO.



