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PROPOSED BAD CHECK CIVIL PENALTIES 

PREPARED BY GARY L. JENKINS 

NATIONAL FEDERATION OF INDEPENDENT BUSINESS

^Section AS 11.46. is amended by adding a new section to read:

Sec. 11.46.290. BAD CHECK CI'^IL PENALTIES. <a> In any action 

against a person who makes any check for the payment of money which has 

been dishonored, the plaintiff may recover from the defendent damaqes .in an 

amount equal to *100.00 or triple the amount for which the check is drawn, 

whichever is greater. However, damages recovered under this section shall 

not exceed by more than *1,000.00 the amount of the check and may be 

awarded only if the plaintiff made written demand of the defeivJei.t for 

payment of the amount of the chi c:k not less than 15 days before commencing

the action arid if the defendent failed to tender to the plaintiff, prior to

commencement of the action, an amount of money not less than the originalK
amount of the check: plus costs incurred by the plaintiff not to exceed 

*25.00.

(b) A cause of action under this section may be brought in small 

claims court, if it does not exceed the jurisdiction of that court, or in 

any other appropriate court.

<c) Subsequent to the commencement of the action but prior to the 

hearing, the defendent may tender to the plaintiff as satisfaction of the 

claim, an amount of money equal to the sum of the amount of the check plus

the plaintiff’s incurred court, legal and service costs, not to exceed

$ 1 5 0 . 0 0 .



(d) In this section

(1) "check" means the same as defined in AS

11.46.280(c)(2);

(2) "dishonored", in addition to meaning the same as 

defined in AS 11.46.280(b), means a check which is not paid due to a stop 

payment being issued without cause;

(3) "written demand" means providing a notice in writing 

to tiie maker at the address shown on the dishonored check by first class 

mail or hand delivery advising the drawer that the check- has been 

dishonored and explaining the civil penalties stipulated hy this section.

. n > u < .- v .  I Itn«n II n  ..............        . _______________ _



CSSB 360 (L&C)

SECTIONAL ANALYSIS

Section 1

a) Before opening a checking account, the applicant must provide 

identifiable information, including a driver's license or another 

identifying document which includes the applicant's photograph.

b) Thu applicant who falsifies the information is guilty of a class B 

misdemeanor.

c) A bank may not authorize the checking account if the applicant cannot 

provide "photo ID". If the applicant is a minor, the parent/ guardian 

can provide identification.

The bank can waive this requirement if the applicant has had another type 

of account with the bank for at least a year.

d) The bank shall print checks indicating the month and year the account 

was opened. If the applicant had a checking account for 2 years or more 

within 5 years of the date of the new request, the bank can print the 

month and year of the earlier account.

e) These requirements, except as provided in (c) of this section, do not 

limit the bank's discretion whether to grant or deny the application.

Section 06.55.020

a) A person who issues a cad check and who fails to pay the amount of 

the check within 30 days after receiving a written demand for payment is 

liable for the amount of the check plus 3 times the check value. The 

damages, exclusive of the amount of the check, may not be less than $100 

or more than $500.

b) The check is prima facie evidence if the payee records identifying 

information on the check and verifies the information against a photo ID.

Section 06.55.500

This section lists a variety of definitions. "Financial institution" is 

defined as a "bank, savings and loan association, credit union, or other 

business association authorized to offer transaction a'counts in the 

state.
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' i  C H A IR M A N  (907 I46S .3844
O F F IC IA L  B U S IN E S S

M E M O R A N D U M

TO: Senator Bill Ray, Chair fj

Senate Judiciary Committee //

FROM: Senator Dick Eliason

RE:
*vj

SB 360 - "An Act relating to checking accounts

DATE: Aoril 18, 1984

The Senate Labor and Commerce Committee recently held two hearings on SB 

360 - "An Act relating to checking accounts". Two distinct versions of 

this legislation were considered by the Committee. In both instances the 

banking community opposed sections of SB 360. However, this does not 

mean the bankers are against legislrtJon which addresses the problem of 

"bad check" writers. On the contrary, the Alaska Bankers Association 

supports the intent and objectives of this legislation.

The original version of SB 360 was based on legislation enacted by the 

State of Minnesota. This version required the banks to verify an 

applicant's financial stability before a checking account could be 

opened. As there is no central data base where an applicant's financial 

history is recorded, representatives from the banks testified that it 

would be virtually impossible to accurately and efficiently verify the 

applicant's information before opening a checking account.

The main objections to a committee substitute drafted by the Senate Labor 

and Commerce Committee centered on the requirement that a photo ID be a 

requirement for opening a checking account and the stipulation that each 

check indicate when the account was opened. Testimony indicated that the 

absolute requirement for a photo ID may be a potential hardship for bush 

area customers where some people do roc have drivers' licenses.

The stipulation that banks print checks indicating the date in which the 

account was established would prove unenforceable according to a bank 

representative. If a customer objects strongly to this requirement, the 

checks could be printed by any publishing 'Ouse.



In summary, in recognition of the problem stemming from "bad check" 

writers, I offer a committee substitute based on legislation recently 

enacted by California. The major thrust of this version is to increase 

the civil penalties for writing a NSF check.

The various versions of SB 360 are attached for your consideration.
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A bill which would require 
" banks to compile information 

on a potential customer’s finan­
cial history before issuing that 
customer a "hecking account 
faces re-workmg by the Senate 
Labor and Commerce Commit- 

,ce-

a stop to bad check writing
wasThe m easure,''w hich  

, heard by the committee Tues­
day, is targeted al decreasing 
the number of bad checks writ- 

. ten in Alaska, said sponsor Sen. 
\  Bill Ray, D-Jum.au.

"W e've been trying for the 
last five or six years to find a 
way to combat the NSF (non­
sufficient funds) check 
problem so we can get a handle

• on it,";:'said Ray.’ "M innesota 
passed a similar law hist year 

?, and it has cut down their bad 
iitcheck rate ^y 25 percent.”
’’ Under the bill’s provisions, in 

. addition to asking for basic 
vital statistics, banks would 
have to ask customers for infor- 

• mation about their past check­
ing accounts, whether any ac­
counts were closed due to ap­

plicants’ writing bad checks, 
and whether applicants had 
been convicted of writing bad 
checks in the past two years.

Banks would also be required 
to issue picture identification 

' cards.
Testimony from local bank 

officials was primarily against 
the legislation, although 
suggestions for changes to the

0!

a
"O
u

~ o

a

bill were offered.
"W e are neither in favor or 

against lire bill, but want to 
point out the problems with it 
as written,”  said B.M. 
Bohrends Bank Executive Vice 
President Craig Dahl.

"T here’s nothing >vrong with 
the bill, but tiie mechanisms 

; don’t exist at t i l t  time to make 
this come about. In Minnesota 
they have check systems set up 
which means evcrylime they 
close a customer's account for 

- an overdraw situation, it is 
reported,” said Dahl. “We have 
no central system to turn to get 
this kind of information. 
Someone could tell us they had 
never had bad check problems, 
but we still have lo try to con­
firm their history."

In addition, the delay to ” 'J(J 
percent of the- customers who

are honest" woul_ be un 
necessary, said Dahl.

However, Laboi and Com 
merce Chairman Sen. D id 
Eliason, R-Sitka, said banks 
"are  very careful about a per­
son's financial history when il 
comes to loaning money 
because they then have 
something at risk.”

During com mittee work on 
the measure,* which is co­
sponsored by Senate President 
Jay Kerttula, DPalm er, 
Eliason hopes to “ find some 
kind of balance we can agree 
on."



Au g u s t 30, 1983

CALIFORNIA CREDIT UNION LEAGUE

TECHNICAL OPERATION PROCEDURES
- A D V A N C E

T.B. 83-66

TO: Al l  Cr e d i t  Un i o n s

SUBJECT: BAD CHECKS OR DRAFTS (a.b. 1226)
Efiective January 1, 1934, if a member writes a bad check or draft made payable 
to the credit union, you may make a claim for the face amount, plus triple the 
amount owing. Checks or drafts written prior to January, that are dishonored 
after the effective date, are subject to the new law.

Regardless of the check or draft amountv you may make a claim for at least $100. 
You may not, however, make a claim exceeair.g $500.

Examole 1 : A member writes a $15 bad check. You may make a claim for $100.

Example 2 : A member writes a $100 bad check. You may make a claim for $400 -
[$100 + (3 x $100)].

Example 3 : A member writes a $300 bad chtck. You may make a claim for $500.

Claims may be filed in small claims court, or any otner appropriate court. Befor
filing a claim, your credit union must deliver, by'certified mail, a written 
demand for payment in cash. After the demand is delivered, the member has 30 
days to pay. If the member doesn't pay, you may then make your claim.

This new law applies not only to members that write bad checks or drafts; it alsc 
applies to all other persons or organizations. This law does not allow the 
credit union to file a claim when a share draft, made payable to a third party 
and drawn on the credit union, is dishonored.

RESEARCH & INFORMATION
2322 South Garey Ave, Pomona, CA 91766
800/472-1702 or 714/628-6044
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Assem bly Bill No. 1226

C H A P T E R  522

A n  a c t to  a d d  S e c t io n  1719 to  th e  C iv il C o d e , r e la t in g  to  c o m m e r ­
c ia l p a p e r .

(A p p r o v ed  by G overnor  July 23. 19S3. F iled  with  
S ecretary  of S tate July 23. 1933.J

L E G IS L A T IV E  C O U N S E L 'S  D IC E S T

AB 1226, K a tz . B ad  c h e c k s : p u n i t iv e  d a m a g e s .
E x is tin g  la w  m a k e s  it a c r im e  to  f r a u d u le n t ly  w r i te  a b a d  c h e c k , 

k n o w in g  th a t  it is m a d e  u p o n  in s u f f ic ie n t  fu n d s .
T h is  bill w o u ld  c r e a t e  a c a u s e  o f  a c t io n  fo r  t r e b l e  th e  a m o u n t  o w in g  

b u t in  n o  c a se  less th a n  $100 o r  m o r e  th a n  5500 fo r  f a i lu re  to  p a y  u p o n  
a  d is h o n o r e d  c h e c k ,  in  c a sh , w ith in  30 d ay s  o f  d e m a n d  fo r p a y m e n t ,  
as s p e c if ie d .

The people o f  the State o f  California do enact as follows:
S E C T IO N  1. S e c t io n  1719 is a d d e d  to  th e  C iv il C o d e , to  re a d :
1719. N o tw i th s ta n d in g  a n y  p e n a l  s a n c tio n s  w h ic h  m a y  a p p ly , a n y  

p t . s o n  w h o  m a k e s , u t t e r s ,  d ra w s , o r  d e l iv e r s  a n y  c h e c k ,  o r  d r a f t ,  o r  
o r d e r  u p o n  a n y  b a n k  o r  d e p o s i to r y ,  o r  p e r s o n ,  o r  f irm , o r  c o r p o ra t io n ,  
fo r  th e  p a y m e n t  o f  m o n e y , w h ic h  r e fu s e s  to  h o n o r  th e  s a m e  fo r lack  
o f  fu n d s  o r  c r e d i t  to  p a y , o r  b e c a u s e  th e  m a k e r  h a s  n o  a c c o u n t  w ith  
th e  d r a w e e ,  a n d  w h o  fails to  p a y  th e  s a m e  a m o u n t  in  cash  to  th e  
p a y e e  w ith in  30 d a y s  fo llo w in g  a w r i t te n  d e m a n d  th e r e f o r  d e l iv e r e d  
to  t h e  m a k e r  b y  c e r t i f ie d  m a il, sh a ll b e  lia b le  to  th e  p a y e e ,  in  a d d i t io n  
to  th e  a m o u n t  o w in g  u p o n  s u c h  c h e c k  o r  d r a f t  o r  o r d e r  d a m a g e s  o f  
t r e b l e  th e  a m o u n t  so o w in g , b u t  in  n o  ca se  less th a n  o n e  h u n d r e d  
d o lla r s  ($100 ), a n d  in  n o  c a s e  m o r e  th a n  f iv e  h u n d r e d  d o lla rs  ($50C).

A c a u s e  o f  a c t io n  u n d e r  th is  s e c tio n  m a y  b e  b r o u g h t  in  sm all c la im s  
c o u r t ,  if  it d o e s  n o t e x c e e d  th e  ju r is d ic t io n  o f  th a t  c o u r t ,  o r in  an y  
o th e r  a p p r o p r ia t e  c o u r t .
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Opponents argue that the federal dis­
count rate does not necessarily indicate 
the cost of funds to financial institu­
tions or businesses. A variety of other 
factors affect the cost o f  funds to a 
particular entity. They argue, there­
fore. that it is more appropriate to re­
move all limitations and let market 
conditions establish the rates.
Bad Check Penalties
3. Do you favor or oppose increased 

civil and/or criminal penalties as 
an effective deterrent to the writ­
ing o f bad checks?qer' am -I ciKusnr /J Opp.iM- 1 J fniltviJed1 1  3 i*

BA CKG ROUN D : It is well established 
that bad checks are a problem that 
every business must deal with to some 
degree. However, the question has 
been raised whether the laws ol Alaska 
are presently adequate to deal with the 
problem. It has been suggested that 
either or both the civil or criminal pen­
alties should be made stronger to 
attempt to reduce the impact of this 
problem.
Bad Check Civil Penalties
4. Should legislation be adopted to 

require that bad-check writers re­
pay not only the face value of the 
check and any court costs incur­
red by the receiver but also civil 
damages of SI00 (minimum) or 
triple the amount of the check?

8 6 l F a  *!>r K&Oppose 4 C. I.'nitwiilfil
I I  J 1U

BACKGROUND : Law enforcement 
officials frequently do not pursue those 
who write bad checks for small 
amounts. Thus, the only deterrent to 
writing a bad check is the receiver's 
(merchant) collection efforts. Checks 
written for small amounts, which to­
gether may represent a deep cut in a 
business’s profit, frequently cost more 
to collect than they are worth.
If the merchant was allowed to collect 
from the bad-check writer a minimum 
o f S100 or triple the amount of the 
check as damages, in addition to the 
base value of the check and any court 
costs incurred, there would be a real in­
centive tor the merchant to collect and 
a deterrent to bad-check writing.

C heck  in fo rm a tio n
5. Should financial institutions be 

required to number checks on 
new accounts beginning at #101 
and display on the face o f the 
check the month and year the ac­
count was opened?

A1C/ AQe-' i n 1"Favor ^ ' Oppose L'm lccidcdI : i n

5A. Should banks be allowed to 
disclose to merchants the bank 
account information o f those 
who issue checks which are re­
turned because of insul ficient 
funds? Such information might 
include account status, currcn' 
address, phone number, and his­
tory of returned checks.

66% _ '  33%n 1" frasnr  OpposeI 2 JVniU'cided
J 22

BA CKG ROUN D : In the United
States, approximately 400.000 worth­
less checks are written every day. 
Eighty percent of those checking ac­
counts arc 5ix months old or less. 
Numerical listing and date of account 
opening would alert tner. hams to new 
accounts and to take care :n decidmg 
whether to accept those ch :ks. .Addi­
tionally, several states have given 
financial institutions permission tc dis­
close account information to either Aw 
enforcement officials or merchants 
who receive a worthless check.
Opponents of the numbering system 
believe it would create problems for in­
dividuals and businesses who for conti­
nuity purposes want to continue to 
number checks from where the old ac­
count left off.

LABOR
Mandatory Overtime Wages
6. Should existing law be repealed 

which requires a business with 
four or more employees to pay 
overtime to an employee who 
works more than 8 hours in one 
day, but does not work over 40 
hours per week?

^•L_t-':ivnr 24 .^Oppose 3_;J L'ndixiiii'il
i i  i M

BACKGROUND : Most small busi­
nesses req lire that a particular job be 
accomplished within a certain period. 
This may require an employee to work 
more than S hoars on a particular day. 
However, the employee is given time 
o ff on other d.iss o f the week so as not 
to work more than 40 hours that par­
ticular week. Proponents ol a change

say tl at law is particularly unfair 
smaher businesses whose workload 
hea /y a' certain times and slack 
other days o f the week. This flexibil 
of worker time should not impose 
additional financial burden on smai 
businesses.
Opponents to changing the law are 
that employees working more than 
hours in any one day should be cis 
extra compensation in the form 
overtime pay, whether they work 
voluntarily or were required to do 
by their employer. They feel daily ovc | 
time pay shouid be independent of I 
requirement to pay overtime to an er | 
ployee who works more than 40 hou 
a week.

GOVERNMENT
P e r m a n e n t  f u n d  In c o m e

7. Should the unused portion ot th 
income from the Permanet 
Fund not all xated to the Dis 
dend Program be authorised lo 
the following?

a. The Longevity Bonus Proeran 
for the elderly

4; w cif< q-'r i:_fjvor ^LiiOppose ndixidoi i i

Municipal Assistance Program 
24;;_ Kasiir 66^0|>p»sc LQ„Liidctnlr

i j  >

BACKGROUND : During the I9S: 
Legislative Session bills were intro 
duced which would require that part o: 
the income of the Permanent Fund bi 
held to finance the Longevity Bonu; 
program and/or finance the municipa. 
revenue sharing program. In the past, 
funding for such programs has beer 
from the state's General Fund.
Proponents of using the income from 
the Permanent Fund to provide funds 
for these programs contend that this 
would not violate the intent o f  the Per­
manent Fund financing activities to 
benefit the maximum number of resi­
dents o f the state. They argue that pro­
grams like the municipal assistance 
program are helping all communities 

•• of the state directly and thus benefit 
the residents o f the various communi­
ties indirectly hy reducing local taxa­
tion and prosiding needed services.
Opponents argue that the Legislature is 
merely looking tor new sources to lund 
the expensive programs they have crea­
ted the past lew years which they do

1984 Alaska
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