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WOLLMAN, GCircuit Judge.

Def endant prison officials appeal fromthe district court's
order enjoining them from w thholding court-ordered restitution
deductions fromfunds i nmates recei ve fromoutside sources w thout
provi di ng an individualized pre-deprivation hearing and requiring
t he defendants to repay noney that was previously deducted w thout
a hearing.

lowa |aw requires virtually all inmates convicted in lowa to
pay restitution to crinme victim's) and to the state to cover court
costs, court-appointed attorney fees or the expenses of a public
defender. See lowa Code § 910.2 (1990). Pursuant to lowa Code §
910. 3, lowa courts order a set anmount of restitution at the tine of
sentencing. The Director of the |Iowa Departnent of Corrections
("the Departnment”) then has a restitution plan prepared pursuant to
section 910.5(1). An inmate may have his restitution plan revi ewed
by the lowa District Court at any time during his incarceration.
| owa Code § 910.7

In the spring of 1992, the Departnent began automatically
applying twenty percent of all noney received by an inmate toward
that inmate' s restitution obligations. This deduction included not
only noney received fromprison wages, but al so noney received from
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out si de sources such as famly and friends. This case is about the
collection of that twenty percent from outside sources.

We beginwith atineline charting the statutory and procedur al
history relevant to this case. Before March 1992, the Departnent
deducted restitution only frominnmates' prison all owances--that is,
fromthe noney inmates earned while in prison either from working
or fromidle pay. Wen the Departnent began deducting from noney
recei ved fromoutside sources, several inmates filed suit alleging
that the deductions deni ed themdue process and had no basi s under
| owa | aw.

The Departnment asserted as authority Departnent policy nunber
I N-V-106, as anended, which authorized deductions for restitution
paynents from all credits to an inmate's account. The policy
exenpted from deduction noney given to an inmate for use for a
speci fic purpose, such as nedical costs or funeral trip expenses.

The  Depart nent claimred as alternate authority |owa
Adm ni strative Code (I AC) rule 201-20.11, which was also in effect
at the time of suit and which provided that credits to an inmate's
account from outside sources could be deducted for crimnal
restitution with authorization fromthe inmate, a court order, or
approval fromthe warden/superintendent.

The district court referred the case to a nagi strate judge for
recommendati ons. The magi strate judge found that I N-V-106 had not
been properly promul gated under the rul e-maki ng provisions of the
lowa Adm nistrative Procedures Act. Having found the policy
invalid, the magi strate judge concluded that it was unnecessary to
determ ne whether the failure to provide a pre-deprivation hearing
vi ol ated the due process cl ause.

On Cctober 12, 1994, the district court granted summary
judgnment for the inmates, adopting the magistrate judge' s report
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and reconmendation, but nodifying it to consider the due process
i ssue. The district court noted that the defendants were also
claimng authority to nake restitution deductions under [AC rule
201-20.11. Presuming the validity of the rule, the district court
held that notice and an informal pre-deprivation hearing were
required. The court did not specify the type of hearing required
or whet her individual hearings were required in the case of those
i nmat es receiving weekly or nonthly install ment paynents.

On February 1, 1995, the district court entered an anended
j udgnment, which requires the defendants to restore noney i nproperly
taken from plaintiffs' accounts, enjoins them from any further
application of INV-106, and enjoins them from applying I AC rule
201-20. 11 to deduct from outside sources w thout first providing
notice and at |east informal pre-deprivation process.

I n Decenber 1994, the lowa Supreme Court held, in a parallel
case brought by a different inmate, that although the Departnent
had authority to deduct restitution paynents from funds innmates
recei ve fromoutside sources, the inmates are entitled as a matter
of due process to a one-tine informal opportunity to state their
obj ections, an opportunity that the state procedures in place at
that tine did not provide. Wilters v. Gossheim 525 N. W2d 830
(lowa 1994).

The lowa | egislature enacted |l egislation, effective July 1,
1995, which provides, in part, that:

[t]he director shall deduct from an inmate account an
anount established by the inmate's restitution plan of
paynent. . . . Witten notice of the anount of the
deduction shall be given to the inmate, who shall have
five days after receipt of the notice to submt in
witing any and all objections to the deductions to the
director, who shall consider the objections prior to
transmtting the deducted anmount to the clerk of the
district court. The director need give only one notice
for each action or appeal for which periodic deductions
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are to be nmde.

See Iowa Code § 904.702 (West Supp. 1995).

In conpliance with the district court's order, after June 30,
1994, the defendants ceased meki ng deductions from funds received
from outside sources. Thus, the time period relevant to the
inmates' clains falls between Mirch 1992, when the deductions
began, and June 30, 1994, when they ceased. During the second year
of this period, for reasons largely unrelated to this litigation,
all nmoney collected for restitution was escrowed. During this two-
year period, the defendants engaged in an across-the-board policy
of deducting twenty percent from all noney received from outside
sources. At any tinme during this period an inmate could petition
t he court under | owa Code section 910.7 for a hearing on any matter
related to his restitution plan or paynent plan.

Because the 1995 legislation requiring a pre-deprivation
hearing cures lowa | aw of any potential due process problens, the
guestion of prospective relief is moot. W need review only the
district court's retroactive order requiring the Departnment to
rei nburse prisoners whose noney was taken without a hearing. In
reviewing this order, we will not address the inmates' claimthat
policy INV-106 was inproperly pronulgated under lowa |aw, as
neither party contests, and the district court did not question,
the Departnent’'s authority under | AC rule 201-10.11

We review the district court's grant of sunmmary judgnent de
novo, applying the sane standard as the district court. Roth v.
US S Geat Lakes Fleet, Inc., 25 F.3d 707, 708 (8th Cr. 1994).
Summary judgnent is appropriate only when there i s no genui ne i ssue
of material fact and the noving party is entitled to judgnent as a
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matter of law. |1d. Finding no factual disputes, we confine our
di scussion to whether, as a matter of |aw, i nmates were deprived of
due process by the Departnment's across-the-board policy of
deducting twenty percent from noney received by inmates from
out si de sources.

The inmates do not attack the validity of their restitution
obligations. Nor do they attack the constitutionality of applying
a portion of their prison wages or "idle pay" toward those
restitution obligations. See Buckley v. Barlow, 997 F.2d 494 (8th
Cr. 1993) (upholding deduction of one-half of inmate's idle pay
pursuant to disciplinary conmttee's restitution order); Hrbek v.
Farrier, 787 F.2d 414 (8th G r. 1986) (hol ding that i nmates have no
constitutionally protected interest in the wages earned while in
prison). | nstead, they argue that nobney cannot be taken from
out si de source donations to satisfy those obligations without first
providing an individualized hearing, ostensibly to determne
whet her the noney is for an i nportant purpose that should render it
exenpt from deductions. They contend that an across-the-board
deduction of twenty percent fromall noney entering prison accounts
viol ates the Due Process O ause.

W agree with the district court that innates have a property
interest in noney received from outside sources. See Jensen V.
Kl ecker, 648 F.2d 1179, 1183 (8th G r. 1981) (holding that inmates
have a property interest in their noney); Sell v. Parratt, 548 F. 2d
753, 757 (8th Cr.) (sane), cert. denied, 434 U S. 873 (1977).
Thus, inmates are entitled to due process before they can be
deprived of these nonies. The question to be answered is what
process is due before noney received from outside sources can be
applied toward an inmate's restitution obligations. Mat hews V.
El dridge, 424 U S. 319 (1976), instructs us to balance three
factors when addressing such a question: 1) the private interest
that will be affected by the official action; 2) the risk of an
erroneous deprivation of such interest through the procedures used,
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and the probabl e val ue of additional or substitute procedures; and
3) the governnment's interest, including the function involved and
the fiscal and admnistrative burdens that the additional or
substitute procedural requirenent would entail. 1d. at 335; see
al so Washington v. Harper, 494 U S. 210 (1990) (applying Mathews
factors to prisoner's due process attack on a prison policy).

W first address the inmates' private interest in the noney
t hey receive fromoutsi de sources. Although incarceration does not
deprive prisoners of the protection of the United States
Constitution, "sinply because prison inmates retain certain
constitutional rights does not nean that these rights are not
subject to restrictions and limtations.” Bell v. Wlfish, 441
U S. 520, 545 (1979). Because of the underlying purposes of our
penal system many privileges and rights are withdrawn or limted
during incarceration. |d. at 546.

Al t hough the inmates' private interest in their personal funds
is apparent, inmates are not entitled to conplete control over
their noney while in prison. See Foster v. Hughes, 979 F.2d 130
(8th GCr. 1992) (inmates do not have a constitutional right to
place their noney in interest-bearing accounts); Blankenship v.
Qunt er, 898 F.2d 625 (8th Cr. 1990) (inmates can be
constitutionally prohibited from using noney in their prison
accounts for religious donations).

Mor eover, inmates are not absolutely deprived of the benefit
of their noney when part of it is applied toward their restitution
debts. In Beeks v. Hundley, 34 F.3d 658 (8th Cr. 1994), we held
that officials were not barred from applying the proceeds of a
section 1983 danage award they had paid the lowa inmtes to the
inmates' crimnal restitution obligations. Specifically, we stated
that inmates received "virtually all the benefit of their § 1983
nmoney judgnent when the proceeds were applied to satisfy their
restitution debt.” 1d. at 661. W find appellees' attenpts to
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di stingui sh Beeks to be unpersuasive. Regardless of factual and
procedural differences between the cases, the general principle
that an i nnate whose noney is taken and applied toward his court-
ordered restitution debt does not suffer froma total deprivation
of that noney is applicable to both cases. Wen an innate | eaves
prison, he leaves with his restitution debts. Any paynent of those
debts while the inmate is incarcerated will work to his ultinmate
benefit. Qher courts have followed a simlar logic. Cf. Canpbel
v. Mller, 787 F.2d 217, 222 (7th Gr.) (holding constitutiona
prison officials' decisionto inpound a prisoner's account pendi ng
his conpliance with a restitution order and characterizing the
prisoner's conplaint as a restriction on his freedomto use his
funds in a particular way, rather than a total deprivation of the
noney), cert. denied, 479 U. S. 1019 (1986).

Turning to the risk of erroneous deprivation through the
procedures used, and t he probabl e val ue of additional or substitute
procedures, we find no nerit in the inmates' argument that they
recei ved no procedural protection before the deductions were nade.
In addition to the notice provided by policy INV-106, each i nnate
was granted the procedural protections of a trial or plea
proceeding to establish guilt, and a subsequent sentenci ng hearing
to set punishnment, including the anmount of restitution. See |owa
Code § 910. 3. The Director of the Department then had an
i ndi vidualized restitution plan prepared pursuant to section 910. 5.
Upon petition by the inmate, any matter related to an inmate's
restitution plan or plan of paynent could then be reviewed by the
lowa District Court at any tinme during his incarceration. | owa
Code § 910.7

Moreover, the inmates' argunment that to satisfy the pre-
deprivation hearing requirenments of the Due Process C ause, see
Logan v. Zimerman Brush Co., 455 U S. 422, 436 (1982), the
Department was required to provide an i ndi vidual hearing before any
deductions were made from out si de-source funds, is msplaced. The
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inmates limt their analysis to an i nappropriately narrow peri od- -
that imedi ately before the deductions were actually nmade. The
deprivation in this case actually occurred on a broader l|evel in
three stages. The initial deprivation occurred when, after a ful
trial or plea hearing and an opportunity to be heard on clains of
a lack of ability to pay restitution, a restitution plan and a
paynent plan were established. At this point, a debt was created
and the inmate was deprived of conplete freedom over how to spend
future nmoney until this debt was satisfied.

Prior to this initial deprivation, the inmates were provided
wi th both notice and an opportunity to be heard. Moreover, at this
stage, before restitution was set, the court was required to
evaluate an inmate's individual ability to pay. See State v.
Hai nes, 360 N.W2d 791 (lowa 1985) (noting that it is the
"reasonable ability to pay" standard which allows 8 910.2 to pass
constitutional nuster). In addition, the plan of restitution and
pl an of paynent were both subject to nodification by the court.
See | owa Code 8§ 910.7

Once this initial deprivation occurred, the i nnates' interest
in their nmoney was dimnished, nmuch like the I[imtations on the
freedomto spend noney suffered by any person who incurs a debt.
When the Departnment took the next step of designating specific
procedures for the repaynent of an inmate's restitution, the
procedural requirenents dimnished. See, e.qg., Scott v. Angel one,
771 F. Supp. 1064 (D. Nev. 1991) (holding that notice and post-
deprivation grievance procedures are sufficient process to freeze
an inmate's prison trust account until the prisoner pays for
nmedi cal expenses he has incurred). At this second stage of
proceedi ngs, the Departnment provided prisoners with notice of the
new twenty-percent deduction policy and of the continued
opportunity to contest their paynent plans following this
amendment .
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At the third stage, deductions were taken fromnoney received
by an individual inmate. W see no due process need for an
additional hearing at this stage in light of the protections
al ready afforded the inmates by the foregoing procedures.

Finally, we consider the third Mithews factor, the
government's interest. Inthis case, the restitution systemserves
the inportant state interests of conpensating victins and teaching
inmates responsibility. See State v. Kluesner, 389 N.W2d 370
(lowa 1986); Haines, 360 N.W2d at 795.

Furt her nor e, t he state's i nt erest in mai nt ai ni ng
adm ni strative control over prisons is significant. Courts are not
ideally situated to oversee the mnute details of prison
adm nistration. Procunier v. Mrtinez, 416 U S. 396, 405 (1974).
W are in no position to determine the adm nistrative costs of

provi di ng a hearing before deducting fromeach i ncrenental deposit
that a prisoner receives froman outside source.® In the single
year that the nobney was escrowed, prison officials accumulated
approxi mately $538, 000. The Department may reasonably have
determ ned that an across-the-board deduction was the best way to
deal with such large suns of noney. W accord deference to such
adm ni strative deci sions.

I n conclusion, we find that a bal ancing of the Mat hews factors
conpels us to hold that the Departnent's deduction from funds
received from outside sources applied to satisfy an inmate's
restitution obligations during the tinme in question did not violate
the Due Process d ause. Gven the Ilimted nature of the

'We note that although the lowa Supreme Court has now
clarified that only one hearing is required to cover routine
peri odi ¢ donati ons of noney, the district court's hol di ng cont ai ned
no such limtation.
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deprivation, the nore-limted due process protections applicableto
prisoners, and the deference to be paid to state decisions
concerning prison admnistration, we hold that the notice and
heari ng procedures provided satisfied the flexible denmands of the
Due Process C ause.

The judgnent is reversed, and the case is remanded to the
district court for entry of judgnent in favor of defendants.

HEANEY, Circuit Judge, dissenting:

| agree with the district court that, as a matter of due
process, inmates in lowa state prisons are entitled to notice and
at |l east an infornmal hearing before twenty percent of contributions
to the inmate by famly or friends nay be taken to satisfy an
inmate's restitution obligation. The district court's positionis
consistent with that of the lowa Suprene Court in Walters v.
G ossheim 525 NW 2d 830 (lowa 1994), in which the court
hi ghlighted that the lowa Code requires a restitution plan of
paynent "to reflect individualized factors bearing on the inmate's
ability to pay" based on the inmate's "income, physical and nental
heal t h, education, enploynent and famly circunstances.” 1d. at
832 (citing Il owa Code 8§ 910.5(1)). The Code does not authorize the
"bl anket post-restitution-plan deduction from non-wage assets" at

issue in this case. 1d.

The majority states that the lowa i nmates recei ved adequate
procedural protections before deducti ons were nade, in part because
they were given a sentencing hearing at which the court set the
anount of restitution owed. As the mpjority points out, the
inmates are not challenging the court's initial restitution
determ nation; nor would such a challenge be rel evant because at
sentenci ng, the court does not purport to determ ne the anount that
an inmate can pay each nonth while in prison in light of all the
factors cited in Gossheim These decisions are left to other
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officials to make after an informal hearing.

The majority al so asserts that the i nmates recei ved addi ti onal
procedural protection through the opportunity to have their
restitution plans reviewed by the lowa District Court under
section 910.7 of the lowa Code. Although the inmates nmay contest
anounts withheld in a post-deprivation hearing, such a hearing nmay
deprive them of resources at a tine when these resources are
necessary to nmeet needs recogni zed by the State of |owa.

The majority is correct in noting that we should give
deference to state decisions concerning prison admnistration.
Yet, in the context of deductions from an inmate's outside
resources, the State has determ ned that a pre-deprivation hearing
is required. Thus, the majority rejects, rather than defers to,
state policy as determ ned by both the lowa Suprenme Court and the
| owa Legi sl ature.

Finally, while it is true that we are obligated to follow our
own precedent, the case the majority relies on, Beeks v. Hundl ey,
34 F. 3d 658 (8th Cir. 1994), did not involve the issue presented in
this case. |In Beeks, we specifically stated:

Beeks and MKenzie also argue that state |aw and
their due process rights were violated by the manner in
which victimrestitution was deducted fromtheir prison
accounts. These issues were not considered by the
district court. . . . [Nor were these additional issues
fairly raised by the informal pro se request for relief.

Id. at 662.

We shoul d followthe district court and the I owa Suprene Court
and hold that the i nmate's due process rights were viol ated by | owa
prison authorities and grant the relief given by the district
court. To do otherwise is to deny i nmates the due process to which
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they are entitled under the federal Constitution. Accordingly, |
woul d affirmthe decision of the district court.
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