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P O U C H Y  STATE C A P I I O l  JU N E A U . A tA S K A  9981 I 'JO /  4 65 3800

M E M O R A N D U M  April 23, 1987

SUBJECT: Sectional analysis of SB 198

TO: Senator Jim Duncan

FROM: Theresa L. Bannister
Legislative Counsel

You have requested a sectional analysis of the above 
described 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 itself is the best 
statement of its contents.

Sections 1 - 3  indicate the changes made by the bill to 
AS 09.65.115(a).

Section 1 allows a plaintiff to recover a returned check 
charge and, up to a maximum of $150, attorney's fees, 
process service costs, and court costs, in addition to 
damages. Limits a returned check charge to $25.00 and 
eliminates the need to justify the charge. Allows a 
defendant to avoid paying damages to the plaintiff if the 
defendant offers the amount of the check and the returned 
check charge before the action is filed, or if after the 
case is filed but not tried, the defendant offers the amount 
of the check, a returned check charge, and, up to a maximum 
of $150 for each check, payment of plaintiff's attorney's fees, 
process service expense, and court costs accrued before the 
offer. Substitutes "filing" of the action for "beginning" 
of the action.

Section 2 requires, if a defendant wishes to settle a dis­
honored check court action that has been filed but not 
tried, that the defendant pay a returned check charge in 
addition to payment of the amount of the check and attorney, 
process and court costs.
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Section 3 alters the definition of "written demand" to 
require the person making the demand to send it to a better 
address, if known, than tne one on the check.

Sections 4 and 5 explain how sec. 1 of the bill changes cer 
tain court rules.

Section 6 gives the bill an immediate effective date.

If I may be of further assistance, please advise.

T L B :mkr 
ml 1/055



TO: S e n a t o r  J i m  Duncan
F R O M :  G a r y  L. J e n k i n s ,  D i r e c t o r ,

G o v e r n m e n t a l  R e l a t i o n s ,  N F I B / A l a s k a

S U F J E C T :  J u s t i f i c a t i o n - S B  198

D A VE: M a r c h  20, 1987

T h e  a m e n d m e n t s  to the c u r r e n t  l a w  a r e  i n t e n d e d  to c l a r i f y  the
s p e c i f i c  in t e n t  of the o r i g i n a l  a c t  to ins u r e  that it is p r o p e r l y  
i n t e r p r e t e d  by the c o u r t s .  In a p p l y i n g  the p r o v i s i o n s  of the c u r r e n t  
law t h e  c o u r t s  h a v e  b e e n  a p p l y i n g  the l a w  as follows:4

A. If a b u s i n e s s  t a k e s  a b a d  c h e c k  w r i t e r  to c o u r t  a n d  o b t a i n s  a 
j u d g e m e n t ,  s e v e r a l  j u d g e s  h a v e  t a k e n :  the p o s i t i o n  t h a t ' t h e  t r i p l e  
d a m a g e  p r o v i s i o n  s u p p l a n t s  t h e  r e t u r n e d  c h e c k  c h a r g e  a n d  the
r e i m b u r s e m e n t  of c o s t s  p r o v i s i o n  r e s u l t i n g  in it c o s t i n g  m o r e  to
o b t a i n  t h e  j u d g e m e n t  t h a n  it is p o s s i b l e  to recover.

T h i s  l e g i s l a t i o n  w i l l  m o d i f y  e x i s t i n g  law to c l a r i f y  the p r o v i s i o n s  
d e a l i n g  w i t h  the p a y m e n t  of the fe e s  a n d  p e n a l t y  by the w r i t e r  of a 
b a d  c h e c k  so that t h e  s e v e r i t y  of the fees and p e n a l t i e s  w i l l  
i n c r e a s e  as the c o s t s  i n c u r r e d  a n d  t i m e  i n v o l v e d  in a t t e m p t i n g  to
c o l l e c t  the f unds d u e  i n c r e a s e .  T h e  fees and p e n a l t i e s  are to
a c c u m u l a t e  as c o l l e c t i o n  e f f o r t s  p r o g r e s s .  The p r o v i s i o n s  are
d e s i g n e d  to f u n c t i o n  as f o llows:

(1). L e v e l  1 - T h e  r e c e i v e r  of a c h e c k  is n o t i f i e d  by h i s / h e r
b a n k  t h a t  a c h e c k  h a s  b e e n  r e t u r n e d  u n p a i d .  T h e  r e c e i v e r  t h e n  m u s t  
c o n t a c t  the m a k e r  of the c h e c k  a n d  r e q u e s t  payment. If the c h e c k  is 
m a d e  g o o d  at that time, the r e c e i v e r  of  the c h e c k  m a y  c o l l e c t  a fee 
of u p  to $25.00. A t  t h i s  level, t h e r e  is m i n i m a l  e f f o r t  r e q u i r e d  so 
th e  f e e  is a c c o r d i n g l y  li m i t e d .  T h i s  c h a r g e  is to c o m p e n s a t e  the
r e c e i v e r  of the c h e c k  for the a g g r a v a t i o n  c a u s e d  by the c h e c k  b e i n g
r e t u r n e d ,  i.e h i s / h e r  b a n k  a c c o u n t  b e i n g  r e d u c e d  w i t h o u t  n o t i c e  by
t h e  r e t u r n e d  check, h a v i n g  to c o n t a c t  the m a k e r  of the c h e c k  and
a t t e m p t i n g  to c o l l e c t  or c o l l e c t i n g  t h e  a m o u n t  due. N o r m a l l y ,  t h e r e  
a r e  no s i g n i f i c a n t  c o s t s  i n c u r r e d  to c o l l e c t  the a m o u n t  due.

(2). L e v e l  2 - A f t e r  the r e c e i v e r  of the c h e c k  has m a d e  the
i n i t i a l  c o n t a c t  w i t h  the m a k e r  a n d  r e c e i v e d  no r e s p o n s e ,  the n e x t  
s t e p  w o u l d  be to p r o c e e d  w i t h  t h e  r e q u i r e d  for m a l  n o t i f i c a t i o n s  and 
f i l i n g  in court. If the m a k e r  t h e n  m a k e s  the c h e c k  g o o d  p r i o r  to
f o r m a l  c o u r t  a c t i o n  b e i n g  taken, the r e c e i v e r  m a y  c o l l e c t  costs, up
to t h e  m a x i m u m  of $ 1 5 0 . 0 0 .  T h e  c o s t s  p a i d  at this l evel are to be
p a i d  in a d d i t i o n  to the r e t u r n e d  c h e c k  c h a r g e  of $25.00, thus 
a l l o w i n q  the r e c e i v e r  of the c h e c k  to be r e i m b u r s e d  for the
a d d i t i o n a l  costs o v e r  a n d  a b o v e  the i n i t i a l  n o t i f i c a t i o n  w h i c h  are
i n c u r r e d  in p u r s u i n g  c o l l e c t i o n  of the a m o u n t  due.
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(3). L e v e l  3 - If the r e c e i v e r  of the c h e c k  has not r e c e i v e d
p a y m e n t  of the a m o u n t  d u e  p l u s  the r e t u r n e d  c h e c k  c h a r g e  a n d  costs, 
a n d  s u b s e q u e n t l y  o b t a i n s  a j u d g e m e n t  in court, the p e n a l t y  for this 
l e vel w o u l d  be an a m o u n t  e q u a l  to t h r e e  t i m e s  the a m o u n t  of the
check, b u t  not m o r e  t h a n  $ 1 , 0 0 0 . 0 0  or less t h a n  $ 1 0 0 . 0 0 .  It is
i n t e n d e d  that th i s  p e n a l t y  is in a d d i t i o n  t.o the a m o u n t s  d u e  u n d e r  
l e v e l s  1 and 2.

B. If an i n d i v i d u a l  h a s  w r i t t e n  s e v e r a l  b a d  c h e c k s  to o n e  or
m o r e  b u s i n e s s e s  a n d  t h e y  a r e  s u b s e q u e n t l y  t u r n e d  o v e r  to a c o l l e c t i o n
a g e n c y  to  o b t a i n  a j u d g e m e n t ,  a f e w  j u d g e s  h a v e  r u l e d  t h a t  the 
m a x i m u m  co s t  t h a t  c o u l d  be  r e i m b u r s e d  is $ 1 5 0 . 0 0  e v e n  t h o u g h  the
a c t u a l  c o s t s  e x c e e d  th a t  a m o u n t .  T h i s  l e g i s l a t i o n  w i l l  r e s o l v e  this 
p r o b l e m  by  a l l o w i n g  a c t u a l  c o s t s  i n c u r r e d  u p  to a t o t a l  of $ 1 5 0 . 0 0  
fo r  ea c h  b a d  check.

C. in at l e a s t  o n e  case, a j u d g e  has r u l e d  that p r o c e s s  s e r v i c e  
e x p e n s e s  w e r e  n o t  a l l o w a b l e .  T h i s  ’l e g i s l a t i o n  w o u l d  r e m e d y  th a t  
p ro b l e m .

D. A t  l e a s t  o n e  j u d g e  h a s  r u l e d  t h a t  if the w r i t e r  of a b a d
c h e c k  h a s  m o v e d  a n d  le f t  no f o r w a r d i n g  a d d r e s s ,  the p e r s o n  s e e k i n g  
th e  j u d g e m e n t  m u s t  f i r s t  o b t a i n  a c o r r e c t  a d d r e s s  b e f o r e  a j u d g e m e n t  
w i l l  be rende r e d .  T h i s  l e g i s l a t i o n  w i l l  r e q u i r e  t h a t  n o t i f i c a t i o n  
s h a l l  be  sent to the a d d r e s s  on t h e  c h e c k  u n l e s s  the h o l d e r  h a s  b e e n
m a d e  a w a r e  of a b e t t e r  a d d r e s s .




