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FISCAL NOTE

STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):

Title: Electronic Payment for State Business
Sponsor: Representative Kott
Requester: Governor

Expenditures/Revenues

Fiscal Note Number:
Bill Version: HB494CS-DOLWD-UI-03-16-04
() Publish Date:

Department:  Labor and Workforce Development

RDU: Employment Security
Component: Unemployment Insurance

Component Number 2276

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2005
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grams & Claims
Miscellaneous
TOTAL OPERATING 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )
FUND SOURCE

FY 2007 FY 2008 FY 2009 FY 2010

0.0 0.0 0.0 0.0

(Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)
TOTAL 0.0

Estimate of any current year (FY2004) cost:

0.0 0.0 0.0 0.0

Mark this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page i! necessary)

See Attached Analysis.

Phone 465-5903

Prepared by: Thomas W. Nelson, Director
Division Employment Security Division

Date/Time 3/16/04 3:29 PM

Approved by:  Greg O'Claray, Commissioner

Date 3/16/2004

Agency Department of Labor and Workforce Development

Govisdl ISABOVB]
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FISCAL NOTE

STATE OF ALASKA BILL VERSION: HB494CS-DOLWD-UI-Q3-16-04
2004 LEGISLATIVE SESSION

ANALYSIS: (continued)

This legislation would make disbursements issued under AS 23.20 subject to a new section of statute, AS
37.25.050. AS 37.25.050 provides that disbursements can only be made through an electronic funds
transfer (EFT) or through an electronic payment card unless doing so would cause substantial hardship to
the recipient.

Section 3304 of the Federal Unemployment Tax Act (FUTA) prohibits the use of Unemployment Insurance
Trust Fund monies for any purpose other than the actual benefit payment.

The use of electronic fund transfers (EFT):

The Unemployment Insurance Program already provides an EFT option. Estimated annual increase in
cost to have all claimants move to this option would be $30,000. This is based on set-up and monthly
maintenance fees in the current direct deposit contract. The cost increase would be offset by savings from
not having to produce printed benefit checks.

The use of a debit card:
Estimated initial implementation costs could be as high as $269,500. Annual costs thereafter are
estimated at $63,000.

Other methods:

Amendments to AS 37.25.050 authorizes the Commissioner of Revenue to adopt regulations that would
clarify when a state agency could use alternative disbursement methods. This provides an avenue for
disbursing a paper check to a claimant if electronic disbursement would cause the claimant substantial
hardship. Although it is not clear what constitutes "substantial hardship", this would not raise an issue with
section 30. (a)(1), of the Social Security Act.

Page 2 of 2



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2004 LEGISLATIVE SESSION Bill Version: HB494CS-DOLWD-ES-03-16-04
() Publish Date:
Revision Date/Time (Note if correction): Department: Labor and Workforce Development
Title: Electronic Payment for State Business RDU: Employment Security
Component: Employment Services
Sponsor Representative Kott
Requester Governor Component Number 2275
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )y

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type-Do not abbreviate)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2.04) cost: Noie
Mark this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

See Attached Analysis.

Prepared by:  Thomas W. Nelson, Director Phone 465-5933
Division Employment Security Date/Time 3/16/04 3:27 PM
Approved by:  Greg O'Claray, Commissioner Date 3/16/2004
Agency Department of Labor and Workforce Development
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FISCAL NOTE

STATE OF ALASKA BILL VERSION: HB494CS-DOLWD-ES-Q3-16-04
2004 LEGISLATIVE SESSION

ANALYSIS: (continued)

This legislation would make disbursements issued under AS 23.20 subject to a new section of statute, AS
57.25.050. AS 37.25.050 provides that disbursements can only be rr.ade through an electronic funds
transfer (EFT) or through an electronic payment card unless doing so would cause substantial hardship to
the recipient.

The use of electronic fund transfers (EFT):

Employment Services prepares Trade Reaojustment Allowance (TRA) and Needs Related Payment (NRP)
requests. Currently warrants are processed through the Alaska State Accounting System (AKSAS). Two
warrants are issued if a claimant has a Child Support Enforcement Division (CSED) garnishment, one to
tse claimant and the otherto CSED. AKSAS does noi currently have the ability to directly deposit the
payments into the workers bank account, nor withhold a portion of the payment for IRS tax reporting
purposes.

TRA falls under the Federal Unemployment Benefit Act (FUBA). If tne claimant did not have a bank
account in which the payment could be deposited or if a cost to the claimant were involved, such payment
procedure may create an administrative barrier to the receipt of full benefits when due and therefore raise
an issue with Section 301(a)(1), of the Social Security Act (SSA).

In addition, Employment Services provide Individual Training Accounts (ITAs) for training and supportive
services that clients need in order to complete training and secure suitable jobs. Currently, ITAs are
generated, and warrants are issued directly to the vendor or client through the State of Alaska Accounting
System.

The total financial impact if electronic fund transfers are used would be minimal to the division as '*ng as
the program criteria in the above paragraphs are met.

The use of a debit card:

The total financial impact if a debit card system is used is estimated to be five new Community
Development Specialist Il staff positions totaling 5325,000 per fiscal year. In addition, treasury systems
and processes would have to be setup prior to implementation. The direct financial impacts of these
systems are unknown at this time.
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FISCALNOTE

STATE OF ALASKA Fiscal Note Number:

2004 LEGISLATIVE SESSION Bill Version: HB494CS(FIN)-DHSSt-D
() Publish Date:

Revision Dale/Time (Nole it correction): Dept. Affected: Health & Social Services

Title RENTING TO DISBURSEMENTS OF HONEV RD|J DepaRme,,al Support Services

Component Information Technology Services

Sponsor KOTT

Requester HOUSE (FIN) Component No. 2754
Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2005 | FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES
CHANGE IN REVENUES (0)

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1037 GF/Mental Health

Other(Specify Type-do not abbreviate),
TOTAL 00 00 0.0 00 0.0 00

Estimate of any current year (FY2004) cosi.

Mark this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal:
POSITIONS

Full-time

Part-time

Temporary

ANALYSIS: (Attach a separate page if necessary
This CS for HB 494 eliminates the requirement for warrants to be used for issuance of state payments.

Currently the department's public assistance payments, e.g. portion of Adult Public Assistance caseload, all Food
Stamp and Alaska Temporary Assistance benefits, are distributed via an Electronic Benefits Transfer (EBT)
process. The department does not anticipate any change in the current process and will continue to process
payments with state warrants for individuals who can not receive EBT payments.

There is no impact anticipaled as a result of this legislative proposal.

Prepared by: Janet Clarke. Assislanl Commissioner Phone 465-1630
Division Administrative Services Date/Time 03/18/2004
Approved by: Joel S. Gilbertson. Commissioner Date 03/19/2004
AgencyDep arlmenl of Health and Social Services
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number.

2004 LEGISLATIVE SESSION Bill \ersion: HB494CS(FIN)-DHSS-D/
() Publish Date:

Revision Date/Tim2 (Note Il correction): Dept. Affected: Health & Social Services

Title RELATING TO DISBURSEMENTS OF MONEY RDU Departmental Support Services

BY THE STATE

Component Administrative Support Svcs

Sponsor KOTT

Requester HOUSE (FIN) Component No. 320
Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES
ICHANGE IN REVENUES (0)

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1037 GF/Mental Health

Other(Specify Type-do not abbreviate)

Other(Specify Type-do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any currentyear (FY2004) cost:

Mark this box (X) if funding for this bill is included in the Governor’'s FY 2004 budget proposal: | |
POSITIONS

Full-time

Part-time

Temporary

ANALYSIS: (AXach a separate page if necessary)

CSHB 494 provides options to the vendors or clients to receive payments via electronic deposit or by receiving a
state warrant for payment. No savings or additional costs will be incurred by DHSS.

Prepared by: Janet Clarke. Assistant Commissioner Phone 465-1630
Division Administrative Services Data/Time 03/18/2004
Approved by: Joel S. Gilbertson. Commissioner Dale_03/19/2004
AgencyDep artment of Health and Social Services

Revisanl0/2002 o) Page 10f 1



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2004 LEGISLATIVE SESSION Bill Version: HB494CS(FIN)-DHSS-DI
() Publish Date:

Revision Date/Time (Note it correction): Dept. Affected: Health S Social Services

. RELATING TO DISBURSEMENTS OF MONEY . ;

Title BY THE STATE RDU Public Assistance
Component Public Assistance Field Svcs

Sponsor KOTT

Requester HOUSE (FIN) Component No. 236

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010

Personal Services

Travel

C 'ractual

Supplies

Equipment

Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0,0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES |
CHANGE IN REVENUES (0)

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Matcn

1004 GF

1037 GF/Mental Health

Other(Specify Type-do not abbreviate)

Other(Specify Type-do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any currentyear (FY2004) cost:

Mark this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal: [
POSITIONS

Full-time

Part-time

Temporary

ANALYSIS: (Attach a separate page if necessary)

This bill suggests that all disbursements of state money to be carried out electronically. This may include benefits
disbursed by DPA for the Adult Public Assistance Program, Heating Assistance and General Relief. Food Stamp
and Alaska Temporary Assistance Program benefits are currently disbursed electronically.

Because this bill does not require all disbursements to be made electronically, we assume few if any recipients will
elect to switch to electronic disbursement.

Prepared by: Angela Salerno Phone 465-3200
Division Public Assistance Date/Time 03/18/2004
Approved Dy: Joel S. Gilbertson, Commissioner Date 03/19/2004
AgencyDep artment of Health and Social Ser-ices

s 2raB) Page 1 of 1



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2004 LEGISLATIVE SESSION Bill Version: CS HB 494
() Publish Date:

Revision Date/Time (Note if correction): Dept. Affected: All
Title A bill relating lo disbursement of "RDU All

money by the state Component All
Sponsor Rep. Kott and Hawker
Requester Component No.
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Contractual (46.0) (92.0) (92.0) (92.0) (92.0)
Supplies
Equipment

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0 (46.0) (92.0) (92.0) (92.0) (92.0)

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (ihousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Var'ous in all state agencies (46.0) (92.0) (92.0) (92.0) (92.0)
TOTAL 0.0 (46.0) (92.0) (92.0) (92.0) (92.0)
Estimate of any current year (FY2004) cost: 0.0

Mark this box (X) if funding for this bill is incl jded in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate pape if necessary)
This analysis assumes all state payroll would be made with electronic funds transfer, except for the first

and last paycheck for each employee and a limited number of hardship exceptions for payroll. All savings
from payroll direct depositis predicated on replacing printed, mailed paper advices with online presentment
information.

The cost of making vendor payments using EDI is calculated foi all general warrants at effectively a wash
because the cost of bank services is estimated at 32.5 cents each, which is essentially the cost of printing
and mailing warrants. The set up effort for state agencies and vendors can be absorbed as long as the
process is not mandatory for reluctant vendors or other situations not suited for electronic payments.
Quickly increasing the number of EDI-capable vendors fn. n the current 500 to over 50,000 would require
substantial staff resources in each agency, as well as the central Finance and Treasury divisions.

Prepared by: Kim J. Garnero, Director Phone 465-3435/465-5615
Division Finance Date/Time 3/16/04 7:08 AM
Approved by: Mike Miller, Commissioner Date 3/16/2004

Agency Department of Administration
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Analysis for general warrants under HB 494

FY 2003 general warrants statistics

Warrants 414,496 Analysis excludes all program specific warrant types
EDI 10,793 such as PFDs, retirement, welfare payments, court
Total 425,289 wan ants. Also excludes handwrite and field warrants.

Potential savings to rnailroom chargeback for reduced costs of:

Paper used in paying warrants:

Warrants 415,000 0.01825 $ 7,574
Envelopes 415,000 0.02063 $ 8,561
$ 16,135 annual usage ==> S 16,135

Postage: (first class pre-sort with bar code 27.8 cents per item) (1.5% @ 35.2 for non bar code)

Bar coded 408,775 0.278 $113,639
Not bar coded 6,225 0.352 2,191
$115,831 annual usage ==> S 115.R31
Total projected rnailroom chargeback savings $ '131,966

Potential increased cost for ACH origination:

425,000 transactions at $.325 each (estimated 2 addenda totaling 500 chars) $ 138,125

Net potential cost on statewide basis: s 6,159

Page 2 of 3
Fiscal note on HB 494



Analysis for payroll warrants under HB 494

Average payroll statistics (based on average of August and December payrolls)

Warrants
Advices
Total

Mailed Delivered Total Annualized Mailed Delivered
1,439 390 1,829 44,000 Warrants 9% 2%
12,279 1,809 14,088 340,000  Advices 77% 11%
13,718 2,199 15,917 384,000 Total 86% 14%

Assumptions:

All new employees (about 5,000 per year) get their first payroll via warrant when the orenote
test is done.

500 employees continue to receive warrants under the hardship exemption.

Total warrants still needed = (500 *24) + 5000 = 17,000

Potential savings to rnailroom chargeback for reduced costs of:

Paper used in paying payroll:

Postage:

Warrants 27,000 0.01825 % 493 (40,000 for S730)
Advices 340,000 0.01683 5,722 (300,000 for 55,049)
Envelopes 367,000 0.02063 7,571 (500,000 for 510,315)

S 13,786 annual usage ==> S 13,786

(first class pre-sort with bar code 27.8 cents per item) (200 @ 35.2 for non bar code)
Bar coded 13,500 0.278 S 3,753
Not bar coded 200 0.352 70

S 3,823 for 24 pay periods= S 91,762

Less postage on 17,000 warrants annually = (4,760)
S 87,002

Total projected rnailroom chargeback savings S100.788

Potential increased cost to Division of Finance:

Direct deposit costs: (November invoice was $2,570 for 31,705 ACH txns)

New direct deposit costs:
1,329 @ 8.1 centseach = § 108 for24 pay periods= S 2,584

Net poten" 'savings on statewide basis: $ 98,204

Fiscal note on HB 494

Total
11%
89%

100%

Page 3 of 3



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2004 LEGISLATIVE SESSION Bill Version: CSHBA494(FINy
() Publish Date:
Revision Date/Time (Note if correction): Dept. Affected; Revenue
Title Electronic Payments for Slate RDU Revenue Programs & Services
Business Component Treasury Division
Sponsor Representative Kott
Requester House Finance Component No. 121
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type--Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2004) cost: 00
Mark this box (X) if funding for this bill is Included in the Governor's FY 2005 budget proposal: [
POSITIONS
Full-time
Part-time
Temporary

A,ZI(’;JLHYSIS: tf(’gttach a separate pa&;j i&necessar.ly%my tedi o
aststothe Tressury DMsian vay Sg It iSon cortinues its aurert eflarts to maxinize paynents
ek dedrancly, tewar no achitiondl aosts ey ke incurred. i, hoaever, we ersure thet dl payirents are mede dedranically
?ﬁ/]sm anaddtiod stall e, acnrgasprqedrmrmard wrertscmdrﬂcrwll ke required by the dvisan
positionwould reguire aful tine, t addtion to the Cash Meregenrent Stalf, costing the division sparadnetely 5450
in FYGg, 5300in 07, aid P08, ad OlnF\rmlnamGHpersIﬂser\noesaﬁsﬁrHEr ocontradiuel oosts for
addtiodl programming entencenents of the ate's dedranic fund ariginetion system BEAGHES would likely elso e inourmed
These oodts are edtieted to ke SH0in YO, SH)OlnF\r(Ii a 5150ineach FYO7, FY(B, ad FY(R, W\é are assumirg

Treesury will cover the costs df meking BEACHES reedy interfooes. The aoet estietes above reflect those Start-
U oEs Each will have codts assodated with rmdﬁ(a]ms othar qmﬁcaqdlcamssoﬁaﬂmeandlcmcmm
interface with W\& assure thet the cost savings framnat issuing warrants will exceed the cost of inplerentation of
thslegdation

Prepared by:  Tom Boutin, Deputy Commissioner Phone 465-3669

Division Treasury Division Date/Time 3/19/04 5:16 PM
Approved by. Steve Porter, Deputy Commissioner Date 3/19/2004

Agency Department of Revenue
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Bannister
3/17/04
CS FOR HOUSE BILL NO. 494( )
IN THE LEGISLATURE OF THE STATE CF ALASKA
TWENTY-THIRD LEGISLATURE - SECOND SESSION
BY caLUct
Offered:
Referred: 161} _p

Sponsors): REPRESENTATIVES KOTT, llawkcr, Foster, Meyer

A BILL
FOR AN ACT ENTITLED
"An Act relating to the disbursement of money by the state, including employment
compensation, unemployment payments, and permanent fund dividends, and to bank

investments and deposits by the state; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 03.20.030(a) is amended to read:
(@) Each agricultural and industrial fair association desiring to apply for an
operation and maintenance grant shall apply to the commissioner before August 1 of
die year preceding the fiscal year for which the grant is sought. It shall submit with
the application a planned program of operation and maintenance of the proposed fair,
the rules and regulations governing the fair, and a certificate signed by the president
and secretary of the association [] certifying that the association will spend for the
proposed fair [,] a sum of money from their own funds equal in amount to the benefits
requested under this chapter. When satisfied that the association is entitled to receive

state aid under the provisions of this chapter, the commissioner shall make a

-1- CSHB 494( )
New Text: Underlined [DELETED TEXT BRACKETED]
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WORK DRAFT WORK DRAFT 23-L.S1754\Q

disbursement to [HAVE A WARRANT DRAWN IN FAVOR OF] the association [,]
in the sum to which it is entitled. The commissioner shall pay annually the sum to be

paid under the provisions of this chapter.

* Sec. 2. AS 03.20.035(a) is amended to read:

(@) Each agricultural and industrial fair association desiring to apply for a
capital improvement grant shall apply to the commissioner before August 1 of the year
preceding the fiscal year for which the grant is sought. It shall submit with the
application a proposed long-term capital improvement plan of the fair covering five
years from the time the application is submitted, which shall be certified by the
president and secretary of the association as having been reviewed and approved by
the governing body of the association. When satisfied that the association is entitled
to receive state aid under the provisions of this section, the commissioner shall make a
disbursement to [HAVE A WARRANT DRAWN IN FAVOR OF] the association [,]

in the sum to which it is enti'l*d.

* Sec. 3. AS 08.48.061(c) is amern :d to read:

(c) The board may make expenditures from appropriated funds for any

purpose that is reasonably necessary for the proper performance of its duties under this
chapter. This may include the expenses of the board delegates to meetings of councils
of architect examiners, engineering examiners, land surveyor examiners, or landscape
architect examiners, or any of their subdivisions. The total amount of disbursements
[WARRANTS] issued in payment of the expenses incurred under this chapter may not

exceed the amount of money appropriated by the legislature.

*Sec. 4. AS 22.05.140(b) is amended to read:

(b) A salary disbursement [WARRANT] may not be issued to ajustice of the
supreme court until the justice has filed with the state officer designated to issue salary
disbursements [WARRANTS] an affidavit that no matter referred to the justice for
opinion or decision has been uncompleted or undecided by the justice for a period of

more than six months.

* Sec. 5. AS 22.07.090(b) is amended to read:
(b) A salary disbursement [WARRANT] may not be issued to ajudge of the

court of appeals until the judge has filed with the state officer designated to issue

CSHB 494( ) 2
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WORK DRAFT WORK DRAFT 23-LS1754\Q

salary, disbursements [WARRANTS] an affidavit that no matter referred to the judge
for opinion or decision has been uncompleted or undecided by the judge for a period
of more than six months.

*Sec. 6. AS 22.10.190(b) is amended to read-

(b) A salary disbursement [WARRANT] may not be issued to a superior
court judge until the judge has filed with the state officer designated to issue salary
disbursements [WARRANTS] an affidavit that no matter referred to the judge for
opinion or decision has been uncompleted or undecided by the judge for a period of
more than six months.

*Sec. 7. AS 22.15.220(c) is amended to read:

(c) A salary disbursement [WARRANT] may not be issued to a district judge
or magistrate until the judge or magistrate has filed with the state officer designated to
issue salary disbursements [WARRANTS,] an affidavit that no matter referred to the
judge or magistrate for opinion or decision has been uncompleted or undecided by the
judge or magistrate for a period of more than six months.

* Sec. 8. AS 23.10.040(a) is amended to read:

@) Except as otherwise provided bv AS 37.25.050. an [AN] employer of
labor performing services in this state shall pay the wages or other compensation for
the services with lawful money of the United States or with negotiable checks, drafts,
or orders payable upon presentation without discount by a bank or depository inside
the state.

* Sec. 9. AS 23.20.135(a) is amended to read:

(@) The commissioner of revenue is ex officio the treasurer and custodian of
the fund and shall administer it as directed by the department. Disbursements
[CHECKS OR WARRANTS] shall be issued from [ON] the fund in accordance with
AS 37.25.050 and the regulations that the department adopts. The fund has three
separate accounts:

(1) aclearing account,
(2) an unemployment trust fund account, and
(3) a benefit account.

* Sec. 10. AS 23.20.145(b) is amended to read:

-3- CSHB 494( )
New Text Underlined [DELETED TEXT BRACKETED)
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(b) The department shall from time to time requisition from the
unemployment trust fund amounts not exceeding the amounts standing to the state's
account in the fund that [WHICH] it considers necessary for the payment of benefits
for a reasonable future period. Upon receipt of an amount the department shall deposit
the money to the benefit account. A [CHECK OR WARRANT FOR THE] payment
[OF EENEFITS] may be made [ISSUED] solely from the benefit account.

*Sec. 11. AS 23.20.145(c) is amended to read:

(c) Ifmoney in the clearing account is not sufficient to provide for refunds of
contributions erroneously collected and payable under AS 23.20.225 and
23.20.526(a)(Il), the department shall withdraw from the unemployment trust fund
the amounts not exceeding the amount standing to this state's account in the fund that
[WHICH] are necessary for the payment of the refunds, but no amounts may be
withdrawn from the unemployment trust fund for the refund of interest and penalty
payments. Upon receipt, the department, or the designee of the department, shall
deposit this money to the clearing account. A [CHECK OR WARRANT FOR THE]

payment of a refund shall be made [ISSUED] from the clearing account.

* Sec. 12. AS 23.20.145(d) is amended to read:

(d) Expenditures of the money in the benefit account and refunds from the
clearing account are not subject to provisions of law requiring specific appropriations
or other formal release by state officers of money in their custody. [ALL CHECKS
OR WARRANTS ISSUED BY THE STATE FOR THE PAYMENT OF BENEFITS
AND REFUNDS SHALL BEAR THE SIGNATURE OF THE COMMISSIONER OF
ADMINISTRATION AND COUNTERSIGNATURE OF THE AUTHORIZED
AGENT OF THE DEPARTMENT FOR THAT PURPOSE.]

*Sec. 13. AS 26.15.040(d) is amended to read:
(d) Money loaned shall be disbursed [DELIVERED] to tire borrower from

[IN TFIE FORM OF A WARRANT DRAWN ON] the treasury, vouchered in the
manner prescribed for state disbursing officers, and charged against the Alaska World
War 1l veterans' revolving fund. Each voucher shall be approved by tire commissioner
of community and economic development or any bonded deputy authorized to act as a

certifying officer. Upon repayment of loans bv installments, or otherwise, in
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WORK DRAFT WORK DRAFT 23-L.S1754\Q

accordance with the prescribed terms, or upon hquidation by foreclosure or other
process, or upon receipt of interest, the money so received shall be turned over to the
commissioner of revenue for deposit in the Alaska World War Il veterans' revolving
fund.

* Sec. 14. AS 34.45.720(c) is amended to read:

(c) AS 34.45.110 - 34.45.780 do not apply to a disbursement [WARRANT]
for the payment of a permanent fund dividend.

* Sec. 15. AS 37.10.075(d) is amended to read:

(d) The Department of Revenue may deposit funds in banks inside or outside
the state without requiring those banks in which the funds are deposited to pay interest
on the deposits. It is the intention of the legislature that the department may
compensate the banks for handling [CLEARING] state disbursements
[WARRANTS] in a manner determined by the commissioner of revenue to be in the
best interests of the state.

* Sec. 16. AS 37.10.078 is amended to read:

Sec. 37.10.078. Prohibited deposits and investments in certain banks. The
commissioner of revenue may not make investments or deposits with a bank doing
business in Alaska that has a general practice of

(1) charging a fee for handling disbursements [CASHING CHECKS
OR WARRANTS] issued by the sta”™ or
(2) refusing to handle disbursements [CASH CHECKS OR
WARRANTS] issued by the state.
* Sec. 17. AS 37.10.100(b) is amended to read:

(b) If [HOWEVER IF] the sum recovered as described in (a) of this section

belongs to a city, school district, or municipal government, the sum shall be
transferred to it, less sums advanced by the state in the suit [,] and not already repaid
to it. The Department of Administration may disburse [PAY] to the city, school
district, or municipal corporation the sums belonging to it [[ UPON WARRANTS
DRAWN AS PROVIDED BY LAW]. The disbursements [WARRANTS] must be
based upon vouchers approved by the attorney general.

*See. 38. AS 37.25 is amended by adding a new section to read:
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WORK DRAFT WORK DRAFT 23-LS1754\Q

Sec. 37.25.050. Methods of disbursement, (a) Except as provided in (b) of
this section, unless federal law requires otherwise, a state agency may not disburse
money unless the disbursement is made

(1) by an electronic funds transfer to an account in a financial
institution; or

(2) from an account established by the state agency by contract with a
financial institution under which a person uses an electronic payment card issued by
the financial institution to access the money.

(b) A state agency is not required to use the disbursement methods described
in (a) ofthe section if

(1) another state law or federal law requires that disbursement be made
by another disbursement method;

(2) use of the disbursement methods would cause substantial hardship
to the recipient of the disbursement;

(3) not more than five disbursements will be made to a recipient, or, on
average, to each recipient entitled to disbursement under the program for which the
disbursements are made;

(4) a person who sells goods or services to the state agency elects not
to be paid by the disbursement methods;

(5) the disbursement is to a state employee and

(A) is the only disbursement that the state agency will make to
the employee for the employment; or

(B) it is in the best interests of the state agency or the employee
to use another disbursement method to pay the employee; or

(6) use of another disbursement method is in the best interests of the
state agency.

(¢) The commissioner of administration shall adopt regulations to implement
(b) of this section.

(d) A state agency is not liable to pay a fee imposed by a recipient's financial
institution for a disbursement made under (a) of this section.

(e) Inthis section,

CSHB 494( ) -6-
New Text Underlined [DELETED TEXT BPACKETED]



© o N o g b W N R

W W N N N DN N DN DN DN DN e T T T G S Sy
HOQOGJ\I@U'I#OOI\)HO@'&\\IOCN#OONHO

WORK DRAFT WORK DRAFT 23-LS1754\Q

(1) "disbursement” includes wages and other employment benefits;
(2) "state agency" means a department, institution, board, commission,
division, authority, public corporation, committee, or other administrative unit of the

executive branch of state government, including the University of Alaska.

* Sec. 19. AS 43.20.030(e) is amended to read:

(e) The department may credit or refund overpayments of taxes, taxes

erroneously or illegally assessed or collected, penalties collected without authority,
and taxes that are found unjustly assessed or excessive in amount, or otherwise
wrongfully collected. The department shall set limitations, specify the manner in
which claims for credits or refunds are made, and give notice of allowance or
disallowance. When a refund is allowed to a taxpayer, it shall be paid out of the
general fund by a disbursement [ON A WARRANT] issued under a voucher

approved by the department.

* Sec. 20. AS 43.23.028(a) is amended to read:

(a) By October 1 of each year, the commissioner shall give public notice of

the value of each permanent fund dividend for that year and notice of the information
required to be disclosed under (3) of this subsection. In addition, the stub attached to
each individual dividend disbursement [CHECK AND DIRECT DEPOSIT] advice
must

(1) disclose the amount of each dividend attributable to income earned
by the permanent fund from deposits to that fund required under art. IX, sec. 15,
Constitution of the State of Alaska;

(2) disclose the amount of each dividend attributable to income earned
by the permanent fund from appropriations to that fund and from amounts added to
that fund to offset the effects of inflation;

(3) disclose the amount by which each dividend has been reduced due
to eachappropriation from the dividend fund, including amounts to pay the costs of
administering the dividend program and the hold harmless provisions of
AS 43.23.075;

(4) include a statement that an individual is not eligible for a dividend

when
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(A) during the qualifying year, the individual was convicted of
a felony;

(B) during all or part of the qualifying year, the individual was
incarcerated as a result of tire conviction ofa

(i) felony; or
(i) misdemeanor if the individual has been convicted of

a prior felony or two or more prior misdemeanors;

(5) include a statement that the legislative purpose for making
individuals listed under (4) ofthis subsection ineligible is to

(A) obtain reimbursement for some of the costs imposed on the
state criminal justice system related to incarceration or probation of those
individuals;

(B) provide funds for services for and payments to crime
victims and for grants for the operation of domestic violence and sexual assault
programs;

(6) disclose the total amount that would have been paid during the
previous fiscal year to individuals who were ineligible to receive dividends under
AS 43.23.005(d) ifthey had been eligible;

(7) disclose the total amount appropriated for the current fiscal year
under (b) of this section for each ofthe funds and agencies listed in Co) of this section.

*Sec. 21. AS 43.23.055(8) is amended to read:

(8) adopt regulations that establish procedures for an individual to
apply to have a dividend disbursement under AS 37.25.050(a)(2) [WARRANT]
reissued if it is [RETURNED TO THE DEPARTMENT AS UNDELrVERABLE OR
IT IS] not collected [PAID] within two years after [OF] tho date of its issuance;
however, the department may not establish a time limit within which an application to
have a disbursement [WARRANT] reissued must be filed:;

*Sec. 22. AS 43.40.070 is amended to read:
Sec. 43.40.070. Refund disbursements [WARRANTS]. Upon approval ofa
refund claim by the department, a disbursement [WARRANT] shall be made from
[DRAWN ON] the highway fuel tax account in the general fund in favor of the
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applicant in the amount ofthe claim.
* Sec. 23. AS 44.21.040(a) is amended to read:

(@ The Department of Administration shall keep books of account in
permanent fomi of the claims presented and of the disbursements made
[WARRANTS DRAWN]. These records must show

(1) the name ofthe claimant! [}]

(2) the amount ofthe claims [,]

(3) the date of its presentation” [,]

(4) the date of its allowance or disallowance.! [,]

(5) the date and number of each disbursement made [WARRANT
DRAWN]! []

(6) the name ofthe payee! [,] and

(7) the appropriation from [AGAINST] which the disbursement
[WARRANT] is made [DRAWN].

* Sec. 24. AS 44.77.040(b) is amended to read:

(b) The department, after the hearing, may affirm, reverse, or modify its
original decision. Upon acceptance by the claimant of the decision of the department
or if the claimant does not obtain judicial review as set out in (c) of this section, the
department shall make [ISSUE] a disbursement from [WARRANT AGAINST] the
proper appropriation for the sum the department finds due the claimant.

* Sec. 25. AS 44.99.205(a) is amended to read:

(a) A state agency may not place a picture of an elected state official on an

application form [, A WARRANT,] or a direct deposit notice provided by the agency.
* Sec. 26. AS 44.99.205(b) is amended to read:

(b) A state agency may not place a message on or with an application form [,
A WARRANT,] or a direct deposit notice provided by the agency unless tire message
is

(1) from a state agency employee who is not an elected state official,
and
(2) required by law, necessary for the operation of the document,

related to seasonal health issues including flu shot reminders, or related to a program
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or activity of a state agency.
* Sec. 27. AS 45.95.020(d) is amended to read:

(d) Money loaned shall be delivered to the borrower as provided in
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AS 37.25.050 [THE FORM OF A WARRANT DRAWN ON THE TREASURY],
vouchered in the manner prescribed for state disbursing officers, and charged against
the small business revolving loan fund. Each voucher shall be approved by tire
commissioner or a bonded deputy authorized to act as a certifying officer. Upon
repayment of loans by installments, or otherwise, in accordance with the prescribed
terms, or upon liquidation by foreclosure or other process, or upon receipt of interest,
the money so received shall be turned over to the commissioner of revenue for deposit

in the small business revolving loan fund.

* Sec. 28. AS 47.25.265 is amended to read:

Sec. 47.25.265. Cancellation of disbursements [WARRANTS), (a)
Disbursements [WARRANTS] issued to a general relief assistance recipient after the
date of death of the recipient shall be [RETURNED TO THE DEPARTMENT OF
ADMINISTRATION AND] canceled.

(b) General relief assistance disbursements made [WARRANTS ISSUED]
before the death of the recipient but not collected bv the recipient before
[NEGOTIATED AT] death shall be [RETURNED TO THE DEPARTMENT OF
ADMINISTRATION, AND SHALL BE] canceled, unless claimed by the authorized
representative of the estate of the recipient within 90 days after [OF] the date of death.

(c) The state is not liable to the estate, heirs, or creditors of the deceased

general relief assistance recipient for payment on disbursements [WARRANTS]

canceled under (a) and (b) of this section.

*Sec. 29. AS 47.25.460(d) is amended to read:

(d) Each award shall be paid on a monthly basis. In case it is impracticable by
reason of slow or interrupted means of communication for a disbursement
[WARRANT] covering a month's assistance to reach the recipient in due course, the
department may transmit disbursements [WARRANTS] covering assistance for

future months and may deliver all of them to the recipient at one time.

* Sec. 30. AS 47.25.515 is amended to read:

CSILB 494( ) -10-
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Sec. 47.25515. Cancellation of disbursements [WARRANTS], (a)
Disbursements [WARRANTS] issued to a recipient of assistance under AS 47.25.430
- 47.25.615 after the date of death of the recipient shall be [RETURNED TO THE
DEPARTMENT OF ADMINISTRATION AND] canceled.

(b) Assistance disbursements [WARRANTS] issued before the death of the
recipient but not collected before [NEGOTIATED AT] death shall be [RETURNED
TO THE DEPARTMENT OF ADMINISTRATION, AND SHALL BE] canceled,
unless claimed by the authorized representative of the estate of the recipient within 90
days after [OF] the date of death.

(c) The state is not liable to the estate, heirs, or creditors of the deceased
assistance recipient for payment on disbursements [WARRANTS] canceled under (a)
or (b) ofthis section.

Sec. 31. This Act takes elfect January 1,2006.
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Alaska State Legislature

Session: (Jan-May) Interim: (June-Dec)

Slate Capitol, Room 208 < 716 West 4th Avenue, Suite 600

Juneau, AK 99801-1182 Anchorage, AK 99501-2133

(907)465-3777 (907)269-0155

Fax (907) 465-2819 I j (907) 269-0154 Fax
- <tf r*

Pete Koftt

Speaker of the House

SPONSOR STATEMENT

HB 494

“An Act relating to the disbursement of money by the state, including employment
compensation, unemployment payments, and permanent fund dividends, and to
bank investments and deposits by the state; and providing for an effective date.”

HB 494 changes how the State of Alaska disburses funds. This change will save
the state costs relating to issuing checks and warrants and resolve issues pertaining to
time of disbursement and undistributed collections.

In February 2004, the State of Alaska issued approximately 81,000 checks:
Unemployment Insurance Benefits Division, approximately 28,000; Division of Finance
vendor and non-vendor, approximately 34,500; the Child Support Enforcement Division,
approximately 13,000; Division of Retirement & Benefits, approximately 2,.'00; State of
Alaska payroll, approximately 3,000. In 2003 the Permanent Fund Dividend Division
issued 150,233 dividend checks.

This legislation has the potential of saving the State of Alaska considerable funds
when factoring in the reduction of check fraud, reissuing of lost or stolen checks, postage,
check printing cost, reduced bank service fees, and reduced labor cost. Additionally, it
could correct a problem every state faces; undistributed collections in child support
payments.



Fiscal notes for 11B 494

lof |

Subject: Fiscal notes for HB 494
Date: Fri, 19 Mar 2004 14:03:56 -0900
From: Randy Ruaro <randy_ruaro@ gov.state.ak.us>
Organization: Alaska Office of the Governor
To: LouanneT Christian douanne_christian@ legis.state.ak.us>,
Sue Stancliff <sue_stancliff@ legis.state.ak.us>,
Karen J Felts <karen_felts@gov.state.ak.us>

All fiscal notes have been delivered except for a note from DOR that
should be here any time and we are waiting for a response / notes from
the University and AHFC.

Other than that, all agencies have either responded with a statement of
"no impact" or provided fiscal notes.

Thanks

Randy

3/19/2004 2:09 PM
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THE FSR CARD

Colorado's Electronic

Leslie McCfew, Evaluation Supervisor

Colorado Division of CSE

WICSEC, Las Vegas
November 2003

leslie.mcqrewQstate.co.i is



Motivation to Seek

Undisbursed collections

Cost of 1ssulng checks

Cost of reissuing checks

Workload impact on workers



Direct Deposit

ePromoted since 1995

eUn-bankable recipients

eEfforts to promote bank accounts to
the ‘cash consumer ” unsuccessful.
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THE FSR CARD

Electronic Payment Card: ReliraCard

Re-loadable prepaid debit card

Appearance of traditional bank card

VISA branded

No deposits to card/can*order checks



No qualification necessary
- No line of credit

-No traditional bank account
or credit needed



Loaded Insame manner as direct
deposits to traditional bank account

Can be used at ATMs iIntemationally,
and for purchases anywhere VISA 1Is
accepted worldwide



Card may be acquired
independent of State
Disbursement Unit bank

services vendor



Access to Funds

Point-of-sale (POS): Accepted
anywhere consumer bank cards are
accepted (29 million retail locations
worldwide)

Ccash access
-ATM
-Bank teller



Benefits

o'l]#‘

 Monthly paper statement
 Web access to statement

e Reg E compliant/zero customer
fraud Liability

e 800 number on card - 24/7 bi-
lingual customer service



Costs

iffiP iliE f

Min lai cost to client
- First withdrawal per month is free

-$1.50 ATM fee for each subsequent
withdrawal

- $1.50 over-the-counter bank tell tee

No cost to state agency



Because applications and
agreements are between US Bank
and cardholders, CSE agencies do

not have access to detailed

account 1nformation.



THE
FOLLOWING
DOCUMENT(S)
ARE
POOR
ORIGINAL
COPIES



O rder your ReliaCard™ today!

It’s easy...just com plete the enrollm ent certificate.

Start enjoying faster, easier, anti safer access to your money.
You automatically qualify. No credit check required.

"KIDD 1Zz* ScIS* Follow these steps to get your card:

1. Fill outtliR ttaelletlenrollmentcertificate. Be sore to sign and date the
certificate. Then mail it Puck In the enclosed envelope.

Act. new. if il only take you 2. Watch the mall. Yourcard should arrive in a plain white envelope in al:out ten days.

t*vo minotes to make your lire Activate your card toy calling the toll-free number listed on the back or the card.
a little easier every clary.

For nioie iiifornintion 3. Start using your card. Futuie clilld-support payments will lie leaded automatically
call Faniilv support Resistiy to your new card. Use it at giocery stores, gas stations, restaurants, department stores,
at (303) 239-9123 or pharmacies, or arry one or the 28 million pieces or 800.000 ATMsworldwide where Visa

1-800-374-05S 8 1LCliol1Sv/ide. is accepted. Regular ATM fees apply.
Ti e ReliaCard™ is Issued ty U.S. Bank. N-A.

FSR Account Numbsif,s>mrequired).

Marne rtdesse print) .
MM

Mi 211: hilirl l.nsl
street Address. Apt. P.
City jtate. z Ip code
Home Fhone (. Daytime Fhcne (. Date of Birth
Social Security Number (require*}). Mother’'s Maiden Name (mqufreci/.
IP mslivilnr INK Im rii, Im | limIx? HuSliil2clilil* .iii:|:«x1 ,n-i:n:; m'fiicy) lo slimewilliU.S. Hliirji, rj/t, «ILnik1, n1 [T 11 g tifciniiniliii 1i.xchit: rollilnolij:1:iil.L.ri. Hi? Slnlu uiiiiiuy
wll rlm if Hibli/ciuivilliill wi It im Hni-3l En 1it2 [illiints nf ¢: 1] ir-Jo K2liICitfck »:iitsun( fo- mis ill il1? 11L.FiK Nocl In WNEXTENnr LT 101> 211 [xe/ni2iit3In 112 12:mk. 1.-*illizlrif
iln: SUJe ii|V:tigy Ui iV:»:Il my cUlil (J.i]i|:nil pnytiif.nl!; lo Hiln uuceuiil. U>cn mf liuils.illnii ol iny nco-.i.ml wllli IIn; IL-rik. i iip.it*? lo ii? Ixouil Iry ill? CnnlrjM?! A(ii««ni3iil MtT 1wll

mcot/i: v.Tlli nrfciikl.

Signatuie (revised)



Pilot Program

January 2002 - January 2003

10,000 randomly i1nserted with
child support checks

Response rate = 10%+ applied

Average load’”- $146
-26,736 loads totaling $3.9 million



e 42%: Cash withdrawals
-Average amount = $79
-19,037 withdrawals totaling $1.5 million

«58%: POS
-Average amount = $24
-86,942 transactions totaling $2.1 million

e Average balance per card = $77



Focus Groups

May 2002

35 1n-person Interviews with current
and prospective cardholders

30-40 minute 1nterview

Participants received an iIncentive



Focus Groups: Current card users

m m m m

Tangible and emotional benefits 8
- Faster payments

-Convenient

—Bui lds self-esteem

- Budgeting/tracking tool

-Safe

Would recommend card to others



Focus Groups: Requested Features

e Electronic hill pay

e Load paycheck

e Transfers to/from card
e Purchase protection

e Credit buirlder

e Rewards



Statewide Implementation

Statewide offering to all parents
receilving checks

-80,000 check mnserts Feb - May 2003

Goal: to Increase electronic
disbursements from 35% to 75% by
end of 2004



Oonly Pitfall...

Keeping the obligee’ address current



Number of Cards Issued

Pilot: Jan 02-Jan 03: 1,500

Feb 03 - Sept 03: 3,100

Total thru 9/30/03 4,600



Market Summary

February 2003

T«iilAo

Market Segment # Trans

Supermarkets 1,606
Fuel 1,693
Dining 935
Telecommunications 146
Department Stores 179
Mai 1/Phone Order 161
Medical 47

% Trans

30.3%
12 4%
10-2%
8.3%
4 _8%
3.0%
1.5%



WIN/ZWIN FOR ALL

Cardholders
Merchants

CSE Agencies



... For Cardholders

-myv-tl I B

<No bank requirements to qualify I
eAccess to money any time, any place
eMainstream 1o commercial financial world
<Eliminates check-cashing fees

Minimal exposure to overdraft

eEasy access to transaction history

eMoney Is protected ifcard s lost or stolen



... For Merchants

Reduces hiabilty of check fraud

eUse Is transparent to that of other
commercial credit/debit cards



...For CSE Agencies

<Virtually no operational changes
required for CSE systems; minimal
system changes

eAppears to be self-funding through
merchant fees



eCost savings (check stock, printing
of checks, postage)

ePositive workload impact (eliminates
check exception activities)

eReduced undistributed collections





