ALANA LELISLAIURE ULUVIVLT IEE FILES, AMS-ANA o o] 4
1128 SENATE LABCR & COWERCE 0




A 1 as ka State L egislatur.e

JBm -JS.

H SE & S"m | Kelchikan, AK 99901-6442

\ | Phone (907) 225-8088

(907) 465-3922 Fax Fax 907 225-0713

(877) 463-3873 ToU rr;e
Senator.HerL5tedman@legis.state.ak.us

Senator Bert K. Stedman

SECTIONAL ANALYSIS
SB 286
"An Act relating to direct marketing fisheries businesses™

Sec. 1 Extends Fisheries Business Tax Exclusion. In existing law, FBT must be
paid by a person who first processes the fish. An exemption exists for
fishermen who freeze fish onboard but who then sell the product to a
processor. This exemption was tailored to trollers whose fishing

» operations often demand that they freeze at-sea even though they are not

direct marketing their product. Sec. 1 of this bill extends this exemption to
all vessels that process at-sea then sell to a processor. The Department of
Revenue asked for this clarification of tax responsibility. Nothing in this
section will affect state revenue.

Sec. 2 Reduces the Fisheries Business Tax rate for direct marketers from 5% to
3%. Also allows Department of Revenue to establish the market value of
fish products for taxation of direct marketers based on average prices paid

by processors in the region.

Sec. 3 Related to Sec. 1. Would allow fishermen who do some processing on
board their vessel, but who then sell it to a processing company rather
than direct marketing it, to be exempt from the Fisheries Business Tax.
The "licensed fisheries business”, meaning the processor, will pay the tax.
As in Section 1, the department asked that tax liability in this production
scenario be clarified and state revenue is unaffected.

Sec. 4 Provides for a new Direct Marketing Fisheries Business License to be
issued by the Department of Revenue. This will allow fishermen who own
or lease a vessel of 65 ft. or less to catch, process and sell both processed or
unprocessed fish products in Alaska or out-of-state.

Direct Market businesses would be prohibited from buying and
processing fish from other fishermen under this license. A fisherman who
wishes to participate in these types of activities still has the ability to
become a buyer or processor under the current regulations.

Sectional Analysis

Pelican « Elfin i in Cove ¢ Hollis
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Sec. 5

Sec. 6-15

Sec. 16-18

Identifies tax liabilities and establishes an annual application fee of $25
and reporting requirements.

Defines "value" for taxation purposes as the prevailing price paid by
processors for a given product in the same region or market area. This is a
key section of the bill in that it means direct marketers will be taxed at the
"grounds price" rather than having to base their taxes on wholesale and
retail prices. Section 5 corrects the existing problem whereby direct
marketers are paying higher taxes for adding value to fisheries resources.

Provides for a more user-friendly payment system by collecting

all fisheries taxes for direct marketing fisheries businesses by April 1 each
year. In addition to the fisheries business tax, these may include the
salmon enhancement tax, salmon marketing tax, dive fishery assessment,
salmon fishery assessment, and permit buy-back assessment. Currently,
monthly payments that inconvenience fishermen during the harvesting
season are required for the hatchery and marketing taxes.

Establishes effective dates for January 1, 2005.



Senator Bert K. Stedm an

Senate District A _

State Capitol, Romn 30, Juneau, Alaska 99801-1182 Phone (907) 465-3873 Fax (907) 465-3922

For Immediate Release: January 30,2004
Contact Senator Bert Stedman 465-3873
Radio Actuality Available at: http://www.akrepublicans.org

Stedm an Bill Would Help Sm all-Boat Fishermen

(Juneau) Sen. Bert Stedman (R-Sitka) introduced legislation today to make the Fisheries
Business Tax more fair for direct market fishermen.

"This bill will encourage fishermen who want to focus on quality and process their
harvest in Alaska,” Stedman said. "By marketing their own value-added products,
fishermen can become more integrated into the supply chain. SB 286 helps them take
that step by providing fairness in the tax structure. It will put money in the pockets of

small business fishermen throughout coastal Alaska."

Tire current tax structure discriminates against small-boat fishermen who process their
own catch and market their products because it taxes them at die same rate as large out-

of-state floating processors.

SB 286 reduces the Fisheries Business Tax on small catcher processor vessels of 65 feet
or less from 5 percent to 3 percent, leveling their rate to that of shore processors and

Bering Sea factory trawlers.

Under SB 286, die products of small-boat fishermen will be taxed on the same value as
the prevailing grounds price on which odier processors base their taxes. This means
these fishermen will no longer be penalized for adding value to Alaskan seafood.

The bill also allows direct marketers to pay all dieir taxes to the Department of
Revenue annually on April 1radier than quarterly, as is currently required, making the

accounting process more user-friendly.

The bill will apply not only to salmon fishermen but also to crabbers, shrimpers
longliners and any business that markets its own catch.

Hit#H

January 23, 2004
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Alaska Trollers Association

130 Seward St., No. 211
Juneau, Alaska 99801

(907) 586-9400
(907) 586-4473 Fax

February 9, 2004

Dear Con Bunde, Chairman _
Senate Lahor and Commerce Committee
Alaska State Legislature

Juneau, AK 99801

Dear Senator Bunde:

The Alaska Trollers Association supports SB 286, which seeks to provide tax equity and
clarity for commercial fishermen who direct market seafood products.

In these challengin? price times, more commercial fishermen are choosing to market all or part
of their catch directly to the consumer, as a means to add value to their businesses. Direct
marketing is an mcreasmglr important option for small boat fishermen. Flowever, the current tax
structure discourages efforts to add value to products. Furthermore, the regul,ator,¥ and
administrative processes for direct marketing is cumbersome and does not quite fit the nature of

these small operations.

By supporting cooperative efforts to correct,Froblem areas, and adopting some relatively simple
chan(t]_es, the state of Alaska could take positive action to support small business; reduce a%ency
staff time and state spending; promote market diversification of Alaskan seafood; and, holster

Alaska’s economy, particularly in rural communities.

As you know, the Salmon Legislative Task Force has been working to encourage small business
development and create new mar,ketmgz opportunities. To that end, the Task FoEe Marketm%
Committee appointed a subcommittee fo develop ideas and legislation to better accommodate
the specific needs and circumstances of individual permit holders who direct market seafood.

The subcommittee met via statewide teleconference and in working groups for nearly two years.
Advice was sought from direct marketers, DOR, ADFG, and DEC. Many administrative and
Ie?|s|at|ve tasks have heen identified. SB 286 is a direct result of this work. If passed, itwill go
a fong way towards resolving imbalances that exist in our tax program. For instance, a small
operator who freezes salmon at sea pays 5% fisheries business tax, just like the big, offshore
fish processors. The product is not only taxed at a rate 2% higher than what shorebased
processors pay, but the tax is calculated on the processed value of the product. In contrast, a
shorebased Rrocessor pays 3% fisheries business tax based on the exvessel (raw fish) value of
the product they purchased. ATA believes this tax inequity must be resolved.



In addition to the rate of tax paid, the bill also clarifies who pays taxes and under what
circumstances. This has been a confusing matter for all involved.

The bill establishes an annual timeframe for taxation, which will be extremely convenient for both
fishermen and DOR. A ﬁnmary goal of the Marketing Subcommittee is to sfreamline process for
everyone involved, which should mean reduced cost and workload for fishermen and a?ency
staff. Committee members have expressed an interest in continuing the project until al
legislative and administrative tasks are complete.

There are many tasks ahead to develop a well-articulated direct marketing program and
passage of SB286 will be a critical component. Hopefully you agree with us and will lend ?]/our
support to this hill, as well as future actions to improve the direct marketing program and the
relationship between industry and the state.

If I'can provide information or perspective on this and other matters of importance to the seafood
industry, please don’t hesitate to call.

Best regards,

Dale K,elle)E),
Executive Director
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United Southeast Alaska Gillnetters

P.O. Box 23378. Ketchikan, AK 99901 Phone & Fax (907) 247-2471 Email, u6a_gillnetters@att.net

February 1, 2004

Senator Con Bunde, Chair .
Senate Labor & Commerce Committee

Alaska State Capitol, Room 506
Jurieau, AK 1 Send Via Fax: 465-3922

Dear Senator Bunde,

The United Southeast Alaska Gillnetters Association (USAG) represents about 150 small
business owners who catch salmon by drift gillnetting in Southeast Alaska and market salmon
throughout the United States. Many of our members participate in other fisheries such as
crab, shrimp, longline, and dive fisheries. We strongly support Senate Bill No. 285 that will
create a ‘direct marketmgz fisheries business license."™ In this era of low salmon prices,
fishermen must be permitted to increase the value of their nalch by dressing, processing and
marketing it to create added value to the product resulting in increased income for the _
fishermen. This legislation is important as it puts the direct marketmg fisherman on a level field
with other businesses processing and marketing salmon and seafood products. Itdoes this by
defining the basis of the "value" of their catch in section .290ﬁ7g(A2. The practical result of this
value definition will be that the direct marketh fisherman will be taxed on the grounds price of
the fish he has caught, not on the elevated value his/her fish are sold for whichincludes the
extra effort and risk the fisherman has undertaken in processing and marketing his product,
The direct market fisherman will S'[I||éJay a three percent processing tax on the value of his/her
catch, as defined in section .015(d)(2) of this proposed legislation, as well as any applicable

enhancement or marketing taxes.

In summation, this hill is very important for individual fishermen who market their own catch
and USAG supports its passage and urges the Labor and Commerce committee to approve it

Yours truly,

Kenneth Duckett
Executive Director

cc: Senator Bert Stedman
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Southeast Alaska Fishermen’'s Alliance

9369 North Douglas Highway
Juneau, AK 1

Phone 907-586-6652 Fax 907-586-5648 E-mail: seafa@gci.net

February 9, 2004

Senate Labor & Commerce Committee
Honorable Con Bunde, Chair

Alaska State Legislature

State Capitol, Mail Stop 3100

Juneau, AK 99801

RE: Support SB 286 - Direct Marketers Legislation

Dear Senator Bunde,

The Southeast Alaska Fishermen’s (SEAFA) Alliance fully supports SB 286. The
Southeast Alaska Fishermen’s Alliance (SEAFA) is a non-profit fishing organization
formed in 2000 to represent our members involved in the salmon, crab, shrimp and
longline fisheries of Southeast Alaska. we have been actively working on direct
marketing issues since SEAFA was formed and our Executive Director and many
members have been working on direct marketing issues for 8+ years. We believe that
this legislation will have the most direct economic benefit to fishermen that comes out of

the salmon industry task force.

This legislation was worked on two years in a sub-committee of the salmon task force
marketing committee with industry, agencies and any public who wished to be involved.
To get legislation that was workable and made sense, compromises were made on all
sides of the issues and we came out with legislation that the majority approves of. Dept
of Revenue especially worked hard on this legislation to come up with a workable
solution and deserves recognition for their work on this and the other administrative
changes they have made that improves the business climate for direct marketers.

SB 286 clarifies tax issues and provides equity to fishermen marketing their own
products. This legislation corrects a large disadvantage that direct marketers were faced
with under the current tax structure. These fishermen have paid their fisheries business
tax (FBT) after value was added at 5%6 vs. a shore side processor who paid a 3%b tax on
the resource on an ex-vessel (grounds price) value. The small catcher/processor or
direct marketer paid 5% because they were considered a floating processor. A higher
tax rate was devised for floating processors because the large floating processor would
anchor off shore, pay no property taxes, or use support services by State businesses.
This is not true of the direct marketer. As we are a small boat fleet predominantly
Alaskan based, we purchase our fuel, groceries, fishing gear and boat work etc. from the
communities that we work out of and live in and should not be considered the same as a
large floating processor that is like a small self-contained community.
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SB 286 identifies value as the equivalent of grounds price (ex-vessel for your gear type,
region and for like product) unless you sell to a licensed fishery business (processor)
and then the value is what you received for the product even if value is added such as a

frozen product.

As this legislation was being worked on, industry leaders felt that as we fought for a fair
tax basis that we also needed to work on being sure that all taxes are collected from
fishermen. Under current tax law, salmon fishermen acting as catcher sellers (fishermen
selling unprocessed fish from their vessel) did not pay the harvesters ASMI 1%
marketing tax (SMT) and hatchery enhancement tax (SET) in those regions where it is
collected because the buyer was responsible for the collection and remittance of these
taxes and not the fisherman being ultimately responsible. This legislation will correct this
loophole and make the fisherman responsible for the taxes ifthey are not selling salmon
to a licensed fishery business and correct this issue on other possible taxes or
assessments that may be implemented in sections 6 - 15 of the hill.

This legislation addressed processors concerns on who would qualify for a direct
marketer license by very tightly defining who would qualify for this license. A direct
marketer can not buy or purchase fishery resource, can not custom process fishery
resources for another fisherman, must own or lease a vessel 65 feet or less. The 65-
foot vessel length matches Dept of Environmental Conservation’s regulation for a direct
marketer. If a commercial fisherman wishes to pursue any of the activities listed above
such as buying additional product they can set themselves up by meeting the
requirements currently in statute that will continue to be available for someone wishing to
become a fish buyer or processor. This legislation was designed to specifically deal with
the commercial fisherman and their own catch.

Another aspect of this legislation allows the direct marketer to pay all their taxes (FBT,
SET, & SMT) once a year rather than trying to pay the SET & SMT taxes monthly as you

are trying to fish.

We understand that this legislation can be very confusing and we would be available to
meet with you at anytime to discuss the issues individually or in committee. We hope
that you understand that this legislation simply deals with correcting an un-equitable tax

situation.

Si

Kathy Hansen
Executive Director



Senator Con Bunde

Chair, Senate Labor and Commerce Committee
Alaska State Legislature

State Capitol (Mail stop 3100)

Juneau, AK 99801-1182

Dear Senator Bunde,

ALASKA

211 Fourth Street, Suite 110
Juneau, Alaska 99801-1172
(907) 586-2820
(907) 463-2545 Fax
E-Mail: ufa@ufa-fish.org
www.ufa-fish.org

United Fishennen of Alaska supports SB286 relating to the Direct Marketing Fishery Business Tax.
Direct marketing is a progressive approach to revitalizing the seafood industry. Fishennen all over the
state are discovering new and innovative ways of promoting their product directly at a higher market
value, thus providing local economic growth and increased state revenue. Direct marketing also
creates new marketing channels as more people are given the opportunity to sample and purchase the
highest quality seafood in the world. |f we are going to turn this industry around, it’s vital that we
pave the way for independent innovative fishennen that seek change and are willing take risks for the

greater good of Alaska.

United Fishennen of Alaska represents 33 Alaska Commercial fishing organizations and hundreds of
individual fishennen and fishing related businesses, altogether representing over 10,000 Alaska
fishennen. We support SB2S6 for the clarification of the tax situation for direct marketers, and thank

you for your attention to this matter.

Sincerely,

Bob Thorstenson, Jr.
President

CC: Senator Bert Stedman

Alaska Crab Coalition « Alaska Draglgers Association ¢ Alaska Longline Fishermen's Association e Alaska Trollc-s Association « Armstrong Kela » At-sea Processors Association

Bristol Bay Reserve  Chignik
Crab Rationalization and Buyback Group Dou%l
Kodiak Seiners Association - North

Old Harbor Fishermen's Association  Petersburg Vessel Owners Association  Prince William Sound Aquaculture Corporation « Piirsu SeinB Vessel

egional Aquaculture Association « Chignik Seiners Association « Concerned Area "M’ Fishermen « Cordova District Fishermen United
as Island Pink and Chum < Groundlish Forum m Kene! Peninsula Fishermen's Association « Kodiak Rogional Aquaculture Association
acific Fisheries Association * Northern Pacilic Scallop Cooperative » Northern Southeast Regional Aquacultjre Association

ers Association

Seafood Producers Cooperative » Southeast Alaska Rogional Dive Fisheries Association « Southeast Alaska Seiners Association e Southern Southeast Regional Aquaculture Association

United Catcher Boats « United Salmon Association e United Southeast Alaska Gillnellets  Valdez Fisheries Development Association ¢ Western

If ol Alaska Fishermen
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Subject:
Date: Mon, 02 Feb 2004 15:54:08 -0900

From: Schactler <schactler@alaska.com>
To: senator_con_bunde@legis.state.ak.us
CC: "Sen. Kim Elton" <Paula_Cadiente@Legis.state.ak.us>,
Senator Ben Stevens <Senator_Ben_Stevens@legis.state.ak.us> AKWAPSC@ aol.com,

UFA Mark Vinsel <ufal @ufa-fish.org>,
Gary Stevens <Senator_Gary Stevens@Legis.state.ak.us> Thom Wischer <twischer@gci.net>,

UFA Jerry McCune <ufa2@ufa-fish.org>, "lan (Work) Fisk" <ian fisk@legis.state.ak.us>
Dear Senator Bunde,

] would like to express the full support of United Salmon Association (USA), for Senate Bill 286 USA is the only statewide
Salmon fishermen's

marketing association and is dedicated to the improvement and expansion of markets for Alaska salmon.

SB286 addresses the many problems and inconsistancics that have caused problems for "direct marketers™ (of all species) for
many years.

This bill has been through the consensus building urocess for 2 years, and is now a complete instrument of progress.

SB2S6 will bring direct marketers onto a level playing field with the traditional processing sector and will encourage rather than
discourage business in

this sector ( maybe the only sector ) of the seafood industry that is experiencing growth. It is a bill that will actually put money
back into the

pockets of these hard working entrepeneurs and will certainly be a positive step forward for the State and it's tax base.

Sincerely,

Bruce Schactler, president United Salmon Assoc.
9074864686

2/2/2004 6:28 PM
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Subject: N
Date: Mon, 02 Feb 2004 15:58:18 -0800 -
From: Gig Decker <gigdecker@gci.net>
To: Senator_Con_Bunde@legis.state.ak.us
CC: lan Fisk <ian_fisk@legis.state.ak.us>, Senator_Bert Stedman@legis.state.ak.us

Dear Senator Bunde,

As a life long fisherman in Alaska, | support efforts

like this to encourage direct marketing efforts. | also strongly support
efforts for the Alaskan processing industry and envision a day when we work
together in a close and synergetic fashion. Fair and equitatle circumstances
lead to a healthy environment for all of us in the industry and | believe
direct marketers will contribute a great deal in the near future. Thank you

for supporting their efforts.

Gig Decker
Wrangell, Alaska
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FISCAL NOTE

STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note ifcorrection):

Title Relating to direct marketing fisheries
businesses, to the fisheries business tax

Sponsor Senator Stedman

Requester Senate Labor & Commerce

Expenditures/Revenues

Fiscal Note Number:
Bill Version:
() Publish Date:

Dept. Affected:

S.B. 286

Fish and Game

"RDU Commercial Fisheries

‘Component

Component No.

(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
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE
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:

FY 2006

0.0

0.0

00

FY 2007 FY 2008

0.0

0.0

(Thousands of Dollars)

0.0

0.0

FY 2009 FY 2010

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 if necessary)

Passage of this legislation would have no fiscal impact.

Prepared by: Sarah Gilbertson
Division Legislative Liaison

Approved by: Commissioner Kevin Duffy
Agency Alaska Department of Fish & Game

(Roised 2ABOVE

Phone 465-6137

Date/Time 2/6/04 12:56 PM

Date 2/6/2004

Page 1of 1

0.0

0.0
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Senator Con Bunde February 7, 2004

Alaska Senate
State Capitol, Room 506
Juneau, AK 99801

RE: SB 291 Deadline extension for possessing unstamped cigarettes

Dear Senator Bunde:

My name is Mike Elerding, president and owner of an Alaska based wholesale distribution company. |
would like to speak in favor of SB 291, which solves a unique and specific timing problem created as a
result of the change in State law that took effect at the start of this year.

Last year Northern Sales Company of Alaska, Inc. supported and worked with you towards the passage of
SB 168, which provides for the collection of Alaska excise tax on cigarettes through the implementation

of an Alaska tobacco tax stamp on cigarettes sold in Alaska.

Prior to passage of SB 168, compliance with State law required licensed wholesalers to collect and remit
state excise tax to the State based on the filing of a monthly report. After 1/1/04 (the effective date of SB
168), compliance with state law requires that all cigarettes imported into the state carry an Alaska tobacco
stamp to show that the State excise tax has been collected. The problem is in the transitioning - when
wholesale and retail trade inventories contain a mixture of stamped and unstamped product.

State law does not provide licensed wholesalers with a mechanism to stamp unstamped cigarettes that
were imported and paid the state excise tax prior to 1/1/04. SB 168 was based on an expectation that
wholesale trade would be able to sell-through unstamped inventory prior a 3/31/04 transition deadline for
the possession of unstamped product. The reality is that the sell-through of unstamped cigarettes at the
wholesale level is taking longer than expected. Retailers are reluctant to buy unstamped product because
possession of unstamped cigarettes after 3/31/04 is a violation of state law with significant financial
penalties. As the deadline approaches retailers are becoming more reluctant to purchase unstamped
cigarettes because they will not be able to sell-thorough this product, which compounds the problem.

The transition from unstamped to stamped inventory creates a unique problem for the retail trade. State
law properly prohibits selling cigarettes below cost to dispose of distressed inventory. In addition,
because the retail trade does not collect or remit the excise tax there is no mechanism for the state to credit
the retail trade for a tax it does not collect. The end result is that retailers with any unstamped cigarettes
after 3/31/04 will be guilty of misconduct involving unstamped cigarettes, which is a class C felony.

'‘Hie legislation creating the tobacco tax stamp is good for Alaska because it provides greater assurance
that the excise tax will be collected on all cigarettes imported into the state and it will reduce the sale of
cigarettes through black market distribution channels. However, Alaska licensed wholesalers and retailers
need some relief from the 3/31/04 deadline. SB 291 helps extend a reasonable transition period for the
State of Alaska to fully implement the cigarette-stamping program.

Sincerely yours,

Michael J. Elerding
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Subject: sb291
Date: Fri, 6 Feb 2004 08:38:38 -0900
From: "Bobby Scott" <bobbyscott@acsa]aska.net>
To: <Jane_alberts@legis.state.ak.us>
Good Morning Jane
Iwork for Jan’s distributing here in Anchorage. We service all of Anchorage, Wasilla, Fairbanks and the Kenai area.

We are in favor of extending the transition period for unstamped cigarettes. Extending until June will give us and the
retailer more time to get through our unstamped inventory. If you have any questions please call me at 243-5267.

Thanks

Bobby Scott

Jan's Distributing

| of | 2/8/2004 130 PM
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Subject: FW: SB 291
Date: Thu, 5 Feb 2004 17:58:22 -0600
From: Bob Galosich <bgalosich@northwest.ca>
To: "Jane_Alberts@Legis.state.ak.us' <Jane_Alberts@ Legis.state.ak.us>

CC: Gary Long <GLong@northwest.ca>,
"'johanna_bales@revenue.state.ak.us'" <johanna_bales@revenue.state.ak.us>

Jane,

Per Johanna's e-mail below, Frontier Expeditors and Alaska Commercial

Company support Senator Bundy's legislation. Our 25 retail stores in Rural
Alaska would not be able to sell the slower moving unstamped product by
March 31st. We appreciate your office's assistance in this matter.

Bob Galosich
Vice President of Wholesale Operations

Alaska Commercial Company
907-858-4505
bgalosich@northwest.ca

Original Message--------
From: Johanna Bales [mailto:johanna_bales@revenue.state.ak.us]

Sent: Thursday, February 05, 2004 2:35 PM
To: Bob Galosich
Subject: SB 291

Bob,

Senator Bunde has introduced legislation to extend the transition period
for unstamped cigarettes from March 31, 2004 to June 30, 2004. |If you

support this legislation, please provide a support statement to Senator
Bunde's aid, Jane Alberts via email. Her email address is:

Jane_Alberts@Legis.state.ak.us
Thanks.

Johanna Bales

2/8/2004 141 PM
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L &JENTERPRISES, INC.

THREE BEARS
Tok, Alaska 99780
(907) 883-4324
FAX (907) 883-4238

Februaiy 9,2004

The Honorable Con Bunde
State Capitol Room 506
Juneau, AK 99801-1182

Dear Senator:

| was told today that you are going to introduce SB291. Thank you, Thank you. | am the
owner o f five retail stores in Alaska. With out this bill we will have to destroy thousands

of dollars in tobacco product.

I have no problem with the old bill, only the way it was written. The real problem is the
supplier is still sending unstamped product and this could go on until March 31,2004, If
the suppliers, cutoff date was March 31,2004 and the retailer June 30,2004 this would

work.

Thank you in advance for your bill.

Sincerely,

President

THREEBEARS ALASKA
TOK VALDEZ SEWARD KENAI
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FEB. 6. 2004 10:16AM CARRS SAFEVWAY (AK)' NO. 2998- £ L

QUALITY CEN |TERS
ft) a SAfcwftr co
6401 A Street mAnchorage, Alaska 99518

Sen. Bunde

I Writing ThisjMemo In Support OfHB 291. As A Tobacco Retailer The Time Line Set By The State Of
Alaska Pertaining To Selling Unstamped Cigarettes After April 1st. | Find The Deadline To Be
Insufficient Considering The Confusion At The Dept. O fRevenue In Regards To Issuing O f The Stamps
To The Wholesalers. And Additionally, How The Retailer Will Be Protected I f The Unstamped
Cigarettes Aren't Sold By The Stated Deadline. Because O f The High Cost O f Goods This Would Cause
A Financial Hardship To Many Retailers Across The State | f They Were Forced To Absorb This Lost
Revenue. Thanks For Taking This Matter Into Consideration.

Respectfully
Richard Watts j
General Manager
Great Alaska Tbhbacco



02/03/2004

13:07 FAX Frontier Expeditors
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February Q. 2004

Senator Con Bunde
Alaska Senate

Suite Capitol -* Room 506
Juneau AK 09X01

Dear Senator Bunde:

I am writini’ (y provide written testimony in Favor of SB 291 which provides lor an extension of
the March 3JMdeadline for the possession of unstamped cigarettes originally established in SB
168

The 90 day transition timeline provided in SB 168 has proven inadequate to move taxed but
unstamped product, through the retail pipeline. Our company owns 25 retail stores in Rural
Alaska that operate under the Alaska Commercial Company banner and has a wholesale
relationship wilh over 100 small independent retailers throughout Rural Alaska. 'llie.se retailers
face a very real and unnecessary financial and legal exposure if relief, in the form of SB 291 is
not provided. |am attaching examples provided by two of our smaller company owned stores as
well as a store list to give you an idea of the potential magnitude of the problem.

We support SB 291 and believe that a June 30™ deadline will give retail (he necessary time to
move unstamped product through the pipeline. January and February arc our two slowest months
at retail plus all stores take annual inventory in January requiring stocks to be at lowest possible

levels.

Thank you for your time and consideration regarding this issue. 1would be happy to provide any
additional information at your request.

Sincerely./ \ . « f\

Bob Galosich)
Vice President of Wholesale Operations
Frontier Expeditors

@002/003
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Bob Galosich

From: Ft. Yukon

Sent: Friday, February 06, 2004 10:40 AM
To: Bob Galosich

Cc: Gary Long; Walt Pickett

Subject: tobacco products

Morning Bob.

Ihave a few items inmy store I1'm not sure will sell by June, that are ncl stamped. lhave gone through my inventory
and came up with a few cigarettes and snuff (I don"t know ifthat$ included or not. 1"m assuming so since it’stobacco.)
that we probably will not soil before June.

Here"s the lis!:

Kodiak chew 1$ rolls (¢don Thelieve we have sold this

since we get here.)
Copenhagen long cut 2 rolls
Salem lights 16 cartons (I believe who ever smoked these

moved because we haven"t sold any ina long time.)

Newporls 10carlons
8asic Lights 1008 16 cartons
GFC Lights 17 cartons

Marlboro Mediums 13 cartons.
Thanks for any help you can be. Stevl
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Boh Galosich

From:
Sent:
To:

Cc:
Subject:

Bob,
FYI

GOry 1ong

— Original Message—
From: Unalakleet

Sent: Friday, February 06, 2004 12:17 P M

To: Walt Pickett
Cc: Gary Long
Subject: Tobacco

Walt

Gary Long

Frontier Expedltors

0004/008

Friday, February 06, 2004 2:32 P M

Bob Galosich
Wall Pickett
FW: Tobacco

Below isa listof tobacco cartons that Im earring without the tax stamp. The line marked problem are the
about moving before the june dead lire,

products that Im worried

Brand Qtyon hand
Mar. Ultra Light 100s 1
Mar. Ultra Light Kings 3
Mar. Blend 27 Kings 2
Mar, Blend 27 King Box 2
Mar. 25 Box 5
Mar. Med Box 8
Mar. Light 100s 4
Mar. Kings 21
Mar. King Box 19
Cam. non filter 2
Cam. Light King

Cam. Light Box 5
Basic Light 100s 2
Basic Light King

Winston King 12
Winston King Box 1
Winston Light 100s 16
Virginia Slims Light 2
Kool Kings 1
Merit ultra Light Kings 3
Merit Light Kings 15
Lucky Strike 5
Salem King 10
Salem King Light 13

Problem

2
1
1

2
14
5
9
12

These are the same problem ones that I pointed out to you when you
would be greatly apprciated.

Terry. Any helpwe can gel

Thanks Lee

were here, which Igot stuck with from
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02/09/2004 14:29 STATE OF ALASKA TAX DIUISION =919074653871 NO.781 PO1

n g-p
k I F M FRANKH. MURKOWSKI, GOVERNOR

DEPARTMENT OF REVENUE

P.0.BOX 110400
JUrJEAD, ALASKA 39611-0400
TELEPHONE: (907)465-2300

OFFICE OF THE COMMISSIONER FACSIMILE:  (907)465-2389

February 9,2004

The Honorahle Con Bunde
Senate

Alaska State Legislature
State Capitol

Juneau, AK 9980[-U 82

Dear Senator Bunde:

This letter is to inform you of the DepartmentofRevenue's supportofSenate Bill 291, This bill
will extend the transition period for selling unstamped cigarettes that were in the state prior to
January 1, 2004 from March 31, 2004 to June 30, 2004. At the time cigarette tax stamp
legislation was passed, the major cigarette manufacturers had very lenient returned goods
policies. Basically, cigarettes could be returned to the manufacturer by distributors and retailers
for virtually any reason. Beginning in July 2003, the manufacturers severely restricted their
rerumed goods policies and will only accept cigarette return? in very limited circumstances.

The Department ofRevenue has received approximately 50 calls from distributors and retailers
across the state regarding the March 31, 2004 deadline to have all cigarettes bear a tax stamp.
These businesses believe they will not be able to sell their unstamped product, product that was
in the state prior to January 1,2004, to the ultimate consumer by the deadline. Since they can no
longer return the cigarettes to the manufacturer, they will have to destroy product upon which the
Alaska cigarette tax has already been paid in order to he in compliance with the new law.

The Department believes that extending the stamp deadline from March 31, 2004 to June 30,
2004, as proposed in SB 291, ia needed so that small businesses across the state will not be
penalized by a change in state statute coupled with a change in the returned goods policies of
major manufacturers. Therefore, the DepartmentofRevenue supports the language ofSB 291,

Sincerely,

Steven B, Porter
Deputy Commissioner



FISCAL NOTE

Fiscal Note Number: 1
Bill Version: SB 291
() Publish Date:

STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): Dept. Affected; Revenue

Title Unstamped Cigarettes RDU Revenue Programs & Services
Component Tax Division

Sponsor Senate Labor and Commerce

Requester Senate Labor and Commerce Component No. 2476

(Thousands of Dollars)

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

OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 | FY 2008

Personal Services | |
| |

| FY 2009 FY 2010

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: 0.0

Check 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)
Transition Period for Unstamped Cigarettes - Bill Analysis

Bill Language: This bill will extend the transition period for selling unstamped cigarettes that were in the
state prior to January 1, 2004 from March 31, 2004 to June 30, 2004. Due toa recent change in cigarette
manufacturers® returned goods policies, cigarette distributors and retailers may not return their unstamped
inventory of cigarettes to the manufacturers. At the time cigarette tax stamp legislation was introduced
and passed, cigarette manufacturers had a very liberal returned goods policy. Based on those policies
and experiences of other states, a 90-dav transition period was an adequate amount of time to either sell
cigarettes to the end user or return the cigarettes to the manufacturer. Since manufacturers will no longer

(cont. on page 2)
Prepared by: Johanna Bales
Division Tax Division

Phone 269-6628
Date/Time 2/9/041:10 PM

Date_2/9/2004

Approved by: Steve Porter, Deputy Commissioner
Agency Department of Revenue

(Ravised 2200301) Page lof 2



FISCAL NOTE

STATE OF ALASKA BILL NO. SB291

2004 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

accept returns of cigarettes, the transition period for selling cigarettes to the end user needs to be extended to
June 30, 2004 to reduce potential hardship on small businesses throughout the state. The Tax Division
anticipates no change to cigarette tax revenues due to this legislation as itonly applies to previously taxed
cigarettes. Cigarettes imported into the state after December 31, 2003 must be affixed with a cigarette tax

stamp as proof that the cigarette excise tax has been paid.
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SENATE BILL NO. 291
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-THIRD LEGISLATURE - SECOND SESSION
BY THE SENATE LABOR AND COMMERCE COMMITTEE

Introduced: 2/4/04
Referred: Labor and Commerce, Finance

ABILL
FOR AN ACT ENTITLED
"An Act extending the transition period for activities involving unstamped cigarettes;

and providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The uncodified law of the State of Alaska enacted in sec. 22, ch. 109, SLA
2003, is amended to read:

Sec. 22. TRANSITION: ACTIVITIES INVOLVING UNSTAMPED
CIGARETTES THROUGH JUNE 30 MARCH 311, 2004. (a) Notwithstanding the
requirements of AS 43.50.500 - 43.50.700, enacted by sec. 19 of this Act, a person
may acquire, hold, own, import, possess, sell, distribute, or consume unstamped
cigarettes in this state on or alter January 1, 2004, and on or before June 30 [MARCH
31], 2004, if the cigarettes were in this stale before January 1, 2004.

(b) In this section, "unstamped cigarettes" has the meaning given in
AS 43.50.700, enacted by sec. 19 of this Act.

* Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

SB0291A -1- SB 291
New Text Underlined [DELETED TEXT BRACKETED]
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STATE CAPITOL

JUNEAU, AK 99801-1182

(907) 465-4843 (BOD) 092-4843
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WEBSITE
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VICE-CHAIR: SENATE FINANCE COVMITTEE
CHAIR: SENATE LABOR &COMMERCE COMMITTEE
MENVBER: LEGISLATIVE BUDGET &AUDIT COMMITTEE

Sponsor Statement

Last session the legislature passed SB 168 which required that cigarette tax stamps be
affixed to all packages of cigarettes in the state of Alaska. SB 168 was signed into law
on June 16, 2004. The bill’'s effective date for affixing cigarette tax stamps was January
1, 2004. SB 168 contained transition language that allowed distributors and retailers to
sell unstamped cigarettes that were in the state prior to January 1, 2004 to the end user by
March 31, 2004. Based on data from the slate of Hawaii, (the most recent state to enact a
tax stamp requirement), it was deemed that 90 days was adequate time to dispose of
unstamped cigarettes. That timeframe also seemed adequate because the cigarette
manufacturers had a very liberal returned goods policy. Basically, the manufacturers
would take back any and all cigarettes for whatever reason from all retailers and

distributors.

But that friendly return policy shifted between July 2003 and October 2003, when the
three largest cigarette manufacturers, Philip Morris. R.J. Reynolds, and Brown &
Williamson, announced significant changes to their returned goods policies. They
announced that they would no longer take any cigarettes back except in very limited
circumstances. What used to be a very liberal returned-goods policy, basically became a
“no returned-goods” policy. Therefore, on January 1, 2004, Alaska distributors and
retailers could not simply return their unstamped cigarettes to the manufacturers as

previously allowed.

The Department of Revenue contacted both Philip Morris and RJ Reynolds and requested
that they extend their old returned goods policy and allow distributors and retailers in
Alaska to return cigarettes for a full credit. This would have allowed the department the
authority to give a credit for previously taxed cigarettes. Distributors and retailers could
then repurchase cigarettes and tax stamps. The manufacturers refused to change their

return goods policy.

Due to the change in the manufacturers’ returned-goods policies, it is apparent that
Alaska businesses need mure than 90 days to dispose of their cigarette inventories that
were in the state prior to January 1, 2004. This legislation would extend the transition
period to June 30, 2004, giving retailers and distributors an additional 90 days to dispose
of unstamped cigarettes. In addition, the Department of Revenue will continue to request
that the manufacturers loosen their returned goods policy at least for distributors so that
all cigarettes they sell to retailers will be affixed with tax stamps as soon as possible.

SPONSOR STATEMENT
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STATE SERVICE FEE STATUTES

The following is a compendium of all of the states’ service fee statutes in their entirety. These statutes will contain
information on the amount of service fee allowable by state, what transactions allow for a service fee, and whether
or not the state requires a notice of the service fee to be posted at the point of sale.

ALABAMA
§ 8-8-15. Bad check charge; deemed not finance charge.

(a) Any lender of money, extender of other credit, or merchant making a sale of merchandise, goods, or services, or
the assignee of the lender, extender of credit, or merchant who receives a check, draft, negotiable order of
withdrawal, or like instrument drawn on a bank or other depository institution given by any person in lull or partial
repayment of a loan, other extension of credit, or a sale of merchandise, goods, or services may, if the instrument is
not paid or is dishonored by the institution, charge and collect, through regular billing procedure or otherwise,
from the borrower, person to whom the credit was extended, or from whom the instrument was received, a bad
check charge of not more than the greater of either twenty-five dollars ($25) or an amount equal to the actual
charge by the depository institution for the return ofunpaid or dishonored instruments.

(b) Commencing January 1,1999, the bad check charge in subsection (a) shall increase by one dollar ($1) per year
through January 1, 2003, at which time the maximum bad check charge shall be thirty dollars ($30).

Charges imposed in connection with the dishonor of a negotiable instrument shall not be deemed interest finance
or other charge made as an incident to or as a condition to the grant of the loan or other extension of credit and
shall not be included in determining the limit on charges which may be made in connection with the loan or

extension of credit as provided in this section or in any other law of this state.

ALASKA
§ 09.68.115 Bad check civil penalties.
(a) In an action against a person who issues a check that is dishonored, the plaintiff may recover damages in an

amount equal to $100 or triple the amount of the check, whichever is greater, except that damages recovered under
this section may not exceed the amount ofthe check by more than $1,000 and may be awarded only if

() the plaintiff makes a written demand for payment of the check at least 15 days before beginning the action; and

(2) the defendant fails to tender, before the action begins, an amount equal to at least the amount of the check plus
costs incurred by the plaintiffup to a maximum of $25.

(b) An action under this section may be brought as a small claims action if the amount claimed does not exceed the
jurisdictional limits for small claims actions, or may be brought in any other court that hasjurisdiction.

(c) After the beginning of an action under this section but before the case is tried, the defendant may satisfy the
claim by tendering an amount of money equal to the amount of the check plus court, legal, and service costs

incurred by the plaintiffup to a maximum of $150.

(d) In this section

(1) "check" has the meaning given in AS 11.46.280;

Page 10f34



(2) "dishonored" means the nonpayment of a check because of

(A) lack offunds;
(B) closure or nonexistence of an account; or

(C) a stop payment order issued without cause;

(3) "written demand" means a written notice to the issuer of a check personally delivered or sent by first class mail
to the address shown on the dishonored check, advising the issuer that the check has been dishonored and

explaining the civil penalties set out in this section.

ARIZONA
8§ 44-6852. Dishonored checks; service fee
Notwithstanding any other law, the holder, payee or assignee of the holder or payee of a dishonored check, draft,

order or note may charge and collect from the maker or drawer a service fee of not more than twenty-five dollars
plus any actual charges assessed by the financial institution of the holder, payee or assignee of the holder or payee

as a result of the dishonored instrument.

ARKANSAS

4-60-103 Liability for restitution.
(@ Any person who issues a check which is not paid because the check was written on an account with

insufficient funds lias fifteen (15) days following the date of a written demand mailed or delivered to the drawer of
the check at the address shown on the check or his or her last known address to pay to the holder of the check or
his or her agent the amount of the check and a collection fee not to exceed twenty-five dollars ($25.00), plus the
amount of any fees charged to the holder of the check by any financial institution as a result of the check's not

being honored.

(b)(1) Any person who fails to make restitution as set forth in subsection (a) of this section and who fails to pay
the amount of the check and a collection fee not to exceed twenty-five dollars ($25.00), plus the amount of any fees
charged to the holder of the check tty any financial institution as a result of the check's not being honored, within
thirty (30) days following the date of a written demand mailed to the drawer by certified mail, return receipt
requested, to the address shown on the check or his or her last known address is liable to the holder ofthe check or

his or her agent for;
(A) Twice the amount of the check, but in no case less than fifty dollars ($50.00);

(B) A collection fee not to exceed twenty-five dollars ($25.00), plus the amount of any fees charged to the holder
ofthe check by any financial institution as a result of the check's not being honored; and

(C) Any taxes which may be due pursuantto 8§ 26-52-301(3)(E).
(2) The prevailing party may recover court costs and reasonable attorney's fees after suit lias been filed.
(c)(1) Nothing in this section shall prevent the criminal prosecution of the person who issues the check.

(20 However, any payment made by the defendant to a victim pursuant to an order for restitution entered in
criminal prosecution shall be set off against any judgment in favor of the victim in a civil action brought under this

section arising out of the same facts or event.

CALIFORNIA
m»§ 1719. Dishonored checks; liability; demands for payment; stop payments; notice; penalties,

damages and service charges; assignees

()(1) Notwithstanding any penal sanctions that may apply, any person who passes a check on insufficient funds
shall be liable to the payee for the amount of the check and a service charge payable to the payee for an amount not
lo exceed twenty-five dollars ($25) for the first check passed on insufficient funds and an amount not to exceed
thirty-five dollars ($35) for each subsequent check to that payee passed on insufficient funds.
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(2) Notwithstanding any penal sanctions that may apply, any person who passes a check on insufficient funds shall
be liable to the payee for damages equal to treble the amount of the check if a written demand for payment is
mailed by certified mnil to the person who had passed a check on insufficient funds and the written demand
informs this person of (A) the provisions of this section, (B) the amount of the check, and (C) the amount of the
service charge payable to the payee. The person who had passed a check on insufficient funds shall have 30 days
from the date the written demand was mailed to pay the amount of the check, the amount of the service charge
payable to the payee, and the costs to mail the written demand for payment. If this person fails to pay in full the
amount of the check, the service charge payable to the payee, and the costs to mail the written demand within this
period, this person shall then be liable instead for the amount of the check, minus any partial payments made
toward the amount of the check or the service charge within 30 days of the written demand, and damages equal to
treble that amount, which shall not be less than one hundred dollars ($100) nor more than one thousand five
hundred dollars ($1,500). When a person becomes liable for treble damages for a check that is the subject of a
written demand, that person shall no longer be liable for any service charge for that check and any costs to mail the

written demand.

(3) Notwithstanding paragraphs (1) and (2), a person shall not be liable for the service charge, costs to mail the
written demand, or treble damages if he or she stops payment in order to resolve a good faith dispute with the
payee. The payee is entitled to the service charge, costs to mail the written demand, or treble damages only upon
proving by clear and convincing evidence that there was no good faith dispute, as defined in subdivision (b).

(4) Notwithstanding paragraph (1), a person shall not be liable under that paragraph for the service charge if, at
any time, he or she presents the payee with written confirmation by his or her financial institution that the check
was returned to the payee by the financial institution due to an error on the part of the financial institution.

(5) Notwithstanding paragraph (1), a person shall not be liable under that paragraph for the service charge if the
person presents the payee with written confirmation that his or her account had insufficient funds as a result of a
delay in the regularly scheduled transfer of, or the posting of, a direct deposit of a social security or government

benefit assistance payment.

(6) As used in this subdivision, to "pass a check on insufficient funds" means to make, utter, draw, or deliver any
check, draft, or order for the payment of money upon any bank, depository, person, firm, or corporation that refuses
to honor the check, draft, or order for any ofthe following reasons:

(A) Lack offunds or credit in the account to pay the check.
(B) The person who wrote the check does not have an account with the drawee.
(C) The person who wrote the check instructed the drawee to stop payment on the check.

(b) For purposes of this section, in the case of a stop payment, the existence of a "good faith dispute” shall be
determined by the trier of fact A "good faith dispute” is one in which the court finds that the drawer had a
reasonable beliefof his or her legal entitlement to withhold payment. Grounds for the entitlement include, but are
not limited to, the following: services were not rendered, goods were not delivered, goods or services purchased

are faulty, not as promised, or otherwise unsatisfactory, or there was an overcharge.

(©) In the case of a stop payment, the notice to the drawer required by this section shall be in substantially the
following form:

NOTICE
To:

(name o f drawer)
is the payee ofa check you wrote

(name o f payee)
for$ . The check was not paid because you

(amount)
stopped payment, and the payee demands payment. You may have a good faith dispute as to whether you owe the
full amount Ifyou do not have a good faith dispute with the payee and fail to pay the payee the full amount of the
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check in cash, a service charge of an amount not to exceed twenty-five dollars ($25) for the first check passed on
insufficient funds and an amount not to exceed thirty-five dollars ($35) for each subsequent check passed on
insufficient funds, and the costs to mail this notice within 30 days after this notice was mailed, you could be sued
and held responsible to pay at least both of the following:

(1) The amount of the check.

(2) Damages ofat least one hundred dollars ($100) or, if higher, three times the amount of the check up to one
thousand five hundred dollars

($1,500).
If the court determines that you do have a good faith dispute with the payee, you will not have to pay the service

charge, treble damages, or mailing cost. If you stopped payment because you have a good faith dispute with the
payee, you should try to work out your dispute with the payee. You can contact the payee at:

(name ofpayee)
(street address)

(telephone number)
You may wish to contact a lawyer to discuss your legal rights and responsibilities.

(name of sender of notice)

(d) In the case of a stop payment, a court may not award damages or costs under this section unless the court
receives into evidence a copy of the written demand that, in that case, shall have been sent to the drawer and a
signed certified mail receipt showing delivery, or attempted delivery if refused, of the written demand to the

drawer's last known address.

(e) A cause of action under this section may be brought in small claims court by the original payee, if it does not
exceed the jurisdiction of that court, or in an)' other appropriate court. The payee shall, in order to recover
damages because the drawer instructed the drawee to stop payment, show to the satisfaction of the trier of feet that
there was a reasonable effort on the part of the payee to reconcile and resolve the dispute prior to pursuing the

dispute through the courts.

(f) A cause of action under th-s section may be brought by a holder of the check or an assignee of the payee. A
proceeding under this section is a limited civil case. However, if the assignee is acting on behalf ofthe payee, for a
flat fee or a percentage fee, the assignee may not charge the payee a greater flat fee or percentage fee for tliat
portion of the amount collected that represents treble damages than is charged the payee for collecting the face
amount of the check, draft, or order. This subdivision shall not apply to an action brought in small claims court

(g) Notwithstanding subdivision (a), if the payee is the court, the written demand for payment described in
subdivision (a) may be mailed to the drawer by the court clerk. Notwithstanding subdivision (d), in the case ofa
stop payment where the demand is mailed by the court clerk, a court may not award damages or costs pursuant to
subdivision (d), unless the court receives into evidence a copy of the written demand, and a certificate of mailing by
the court clerk in the form provided for in subdivision (4) of Section 1013a of the Code of Civil Procedure for
service in civil actions. For purposes of this subdivision, in courts where a single court clerk serves more than one

court, the clerk shall be deemed the court clerk ofeach court.
(h) The requirements of this section in regard to remedies are mandatory upon a court

(i) The assignee of the payee or a holder of the check may demand, recover, or enforce the service charge,
damages, and costs specified in this section to the same extent as the original payee.

() (D A drawer is liable for damages and costs only if all of the requirements of this section have been satisfied.
(2) The drawer shall in no event be liable more than once under this section on each check for a service charge,
damages, or costs.

(k) Nothing in this section is intended to condition, curtail, or otherwise prejudice the rights, claims, remedies, and
defenses under Division 3 (commencing with Section 3101) of the Commercial Code ofa drawer, payee, assignee,
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or holder, including a holder in due course as defined in Section 3302 ofthe Commercial Code, in connection with

the enforcement of this section.

COLORADO
§ 13-21-109. Recovery ofdamages for checks, drafts, or orders not paid upon presentment

(1) Any person who obtains money, merchandise, property, or other thing ofvalue, or who makes any payment of
any obligation other than an obligation on a consumer credit transaction as defined in section 5-1-301, C.R.S., by
means of making any check, draft, or order for the payment of money upon any bank, depository, person, firm, or
corporation which is not paid upon its presentment is liable to the holder of such check, draft, or order or any
assignee for collection for one of the following amounts, at the option of the holder or such assignee:

(a) The face amount of the check, draft, or order plus actual damages determined in accordance with the provisions
ofthe "Uniform Commercial Code", title 4, C.R.S.; or

(b) An amount equal to the face amount of the check, draft, or order and:
(D) The amount ofany reasonable posted or contractual charge not exceeding twenty dollars; and

(1) If the check, draft, or order has been assigned for collection to a person licensed as a collection agency
pursuant to article 14 of title 12, C.R.S., as costs of collection, twenty percent of the face amount of the check,

draft, or order but not less than twenty dollars; or
(c) An amount as provided in subsection (2) of this section.

(2)(a) If notice of nonpayment on presentment of the check, draft, or order has been given in accordance with the
provisions of subsections (3) and (4) ofthis section and the total amount due as set forth in the notice has not been
paid within fifteen days after such notice is given, instead of the amounts set forth in paragraph (a) or (b) of
subsection (1) of this section, the person shall be liable to the holder or any assignee for collection for three times
the face amount of the check but not less than one hundred dollars.

(b) The person, also referred to in this section as the "maker", shall not be liable in accordance with the provisions
of paragraph (a) of this subsection (2) if he establishes any one of the following:

() That the account contained sufficient funds or credit to cover the check, draft, or order at the time the check,
draft, or order was made, plus all other checks, drafts, and orders on the account then outstanding and unpaid;

(1) That the check, draft, or order was not paid because a paycheck, deposited in the account in an amount
sufficient to cover the check, draft, or order, was not paid upon presentment;

(HI) That funds sufficient to cover the check, draft, or order were garnished, attached, or set offand the maker had
no notice of such garnishment, attachment, or setoffat the time the check, draft, or order was made;

(IV) That the maker ofthe check, draft, or order was not competent or of full age to enter into a legal contractual
obligation at the time the check, draft, or order was made;

(V) That the making of the check, draft, or order was induced by fraud or duress;

(VI) That the transaction which gave rise to the obligation for which the check, draft, or order was given lacked
consideration or was illegal.

(3) Notice that a check, draft, or order has not been paid upon presentment shall be in writing and given in person
and receipted for, or by personal service, or by depositing the notice tty certified mail, return receipt requested and
postage prepaid, or by regular mail supported by an affidavit of mailing sworn and retained by the sender, in the
United States mail and addressed to the recipient's most recent address known to the sender. If the notice is mailed
and not returned as undeliverable tty the United States postal service, notice shall be conclusively presumed to have
been given on the date of mailing. For the purpose of this subsection (3), "undeliverable" does not include

unclaimed or refused.
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(4) The notice given pursuant to subsection (3) of tuis section shall include the following information regarding the
unpaid check, draft, or order:

(a) The date the check, draft, or order was issued,;

(b) The name of the bank, depository, person, firm, or corporation on which it was drawn;

(c) The name of the payee;

(d) The face amount;

(e) A statement of the total amount due, which shall be itemized and shall not exceed the amount permitted under
paragraph (a) or (b) of subsection (1) of this section;

(f) A statement that the maker has fifteen days from the date notice was given to make payment in full of the total
amount due; and

(g) A statement that, if the total amount due is not paid within fifteen days after the date noticewas given, the
maker may be liable in a civil action for three times the face amount of the check but not less thanone hundred
dollars and that, in such civil action, the court may award court costs and reasonable attorney fees to the prevailing

party.

(5) No holder or assignee for collection shall assert that any maker has liability for any amount set forth under
subsection (2) of this section unless such liability lias been determined by entry of a final judgment by a court of

competentjurisdiction.

(6) In any civil action brought under this section, the prevailing party may recover court costs and reasonable
attorney fees. In addition, in an action brought under paragraph (b) of subsection (1) of this section, if the holder
or assignee for collection prevails, actual costs of collection may be recovered by the holder or assignee for
collection if such actual costs of collection are greater than the costs of collection provided under such paragraph

(b).

(7) Nothing in this section shall be deemed to apply to any check, draft, or order on which payment has been
stopped by the maker by reason of a dispute relating to the money, merchandise, property, or other thing of value

obtained ry the maker.

(8) Nothing in this section applies to any criminal case or affects eligibility or terms o fprobation.

(9) Any limitation on a cause of action under this section, except a cause of action under subsection (2) of this
section, shall be governed by the provisions of section 13-80-103.5. Any limitation on a cause of action under
subsection (2) of this section shall be governed by the provisions ofsection 13-80-102.

CONNECTICUT

§ 52-565a. Liability of drawer for dishonored check Service charge on drawer for dishonored check

(@) A drawer negotiating a check who knows or should know that payment of such check will be refused by the
drawee bank either because the drawer has no account with such bank or because the drawer has insufficient funds
on deposit with such bank shall be liable to the payee for damages, in addition to the face amount of the check,
provided the payee has presented such check for payment, the check is dishonored and the drawer fails to pay the
face amount of such check within thirty days following the date of mailing by the payee ofthe written demand for

payment as provided in subsection (f) of this section.

(b) In the case of a drawer negotiating a check who knows or should know that payment of such check will be
refused by the drawee bank because the drawer has no account with such bank, such damages shall be in an
amount to be determined by the court in light of the circumstances, but in no event shall such amount be greater
than the face amount of the check or seven hundred fifty dollars, whichever is less.

(©) In the case of a drawer negotiating a check who knows or should know that payment of such check will be
refused by the drawee bank because the drawer has insufficient funds on deposit with such bank, such damages
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shall be in an amount to be determined by the court in light of the circumstances, but in no event shall such
amount be greater than the face amount of the check or four hundred dollars, whichever is less.

(d) The drawer shall not be liable to the payee for the damages provided for by this section if: (1) The drawer gave
such check as payment for residential service supplied by a gas, electric, steam, telephone or water utility; (2) the
drawer gave such check as payment for the rental of residential premises; or (3) the drawer gave such check as
repayment ofall, or a portion of, a debt secured by collateral which the payee has repossessed.

(e) The damages provided for in this section shall be available only to those persons or entities which post or
otherwise give conspicuous notice to the public of the damages which may be imposed pursuant to this section.
Such notice shall set forth: (1) The damages that may be imposed if a check is dishonored; (2) the section of the
general statutes authorizing imposition of such damages; and (3) that criminal penalties also may apply.

() The written demand for payment on the dishonored check shall be in the form prescribed by subsection (g) of
this section and shall be sent to the drawer's last-known residence address or last-known place of business (1) by
first class mail and certified mail return receipt requested with delivery restricted to the drawer, or (2) by first class
mail or regular mail supported by an affidavit of service by mail. Such written demand for payment shall be sent
on or after the date the payee received notice that such check had been dishonored. Such affidavit of service by

mail shall provide substantially as follows:

STATE OF ) AFFIDAVIT OF SERVICE
BY MAIL
COUNTY OF )

, being first duly sworn on oath, deposes and states tliat he/she is of legal age and that on (date)
, 20___, he/she served the attached Written Demand for Payment, by placing a true and correct copy

thereof securely enclosed in an envelope addressed as follows:

and deposited the same, with postage prepaid, in the United States mails at

(Signature)

Subscribed and sworn to before me this day of f 2003,

Notary Public

County,

(SEAL)



delivered; and (7) an explanation of the damages which may be imposed pursuant to this section in the event the
drawer fails to pay the face amount of the dishonored check.

(h) The penalties provided for in this section shall not apply to any check for which payment has been stopped by
the drawer or to any check where the drawer has raised a reasonable defense with respect to the validity of the

underlying debt.

(i) Notwithstanding the provisions of this section, in the case of a drawer who negotiates a check which is
dishonored, the payee or its assignee may impose on the drawer a service charge of up to twenty dollars, provided,
no such service charge may be imposed if (1) the drawer has stopped payment on the check, (2) the check was
stolen, or (3) the drawer has raised a reasonable defense with respect to the validity of the underlying debt. The
drawer shall not be liable under this subsection for more than one such service charge for each dishonored check.

DELAWARE
Undetermined.

DISTRICTOF COLUMBIA
§ 1-333.11. Imposition of fee for delivery ofbad check in payment of obligation due District of Columbia; amount

offee; manner ofcollection; exception.

(@) The Mayor of the District of Columbia shall prescribe and impose, in addition to any other penalties provided
by law, a fee to be paid by each person who gives or causes to be given, in payment of any tax, assessment, fee,
charge, or other obligation due the government of the District of Columbia, a check which is subsequently
dishonored or not duly paid. The amount of the fee shall be prescribed from time to time by the Mayor and shall
be based on the approximate cost to the District of Columbia of handling dishonored or unpaid checks and
collecting the amounts they represent. The lee shall be collected in the same manner as the original obligation.
Any receipt previously given in reliance upon such check shall be void, and no other receipt shall be given for the
payment of the original amount due until the fee has also been paid. This section shall not apply to a check which
is not paid because of the death of its drawer. The Mayor may issut rules and regulations necessary to carry out

this section.

(b) Until such fee is prescribed by the Mayor pursuant to subsection (a) of this section, a fee in the amount of $15
shall be imposed by the Mayor upon each person who gives or causes to be given, in payment of any tax,
assessment, fee, charge, or other obL'gation due the government of the District of Columbia, a check which is

subsequently dishonored or not duly pa:d.

(c) In addition to any other penalties prescribed by law, the Mayor may contract for the collection of the amount
represented by any dishonored or unpaid check that is given, or caused to be given, to the Mayor in payment ofany

liability or obligation owed to the District of Columbia government.

(d) In addition to the dishonored check fee provided for in subsection (b) of this section when collection of a
dishonored or unpaid check is made pursuant to a contract authorized by subsection (c) of this section, the Mayor
shall collect any costs or expenses incurred to recover and collect the amount represented by a dishonored or
unpaid check from any such person who gives, or causes to be given, in payment of any obligation or liability due
the District of Columbia government a check which is subsequently dishonored or not duly paid. In cases where
collection is made by action at law or suit in equity, such costs and expenses shall include litigation expenses and

attorneys fees.

(e) The Corporation Counsel is authorized to institute actions at law or in equity for the recovery of all amounts
owed to the District as set forth in subsection (d) of this section, including the Corporation Counsel's own litigation
expenses and attorneys fees. In the event the Corporation Counsel elects not to exercise his or her authority under
this subsection, any person who, or entity that, renders the collection services provided for in subsection (c) of this
section sliall have the authority to institute actions at law or suits in equity for the recovery of the amounts
represented by any dishonored or unpaid check, in addition to any amounts charged by the collector for collecting a
dishonored or unpaid check and any litigation expenses and attorneys fees incurred by the collector for such

collection.

(0 Notwithstanding the Mayor entering into a collection contract pursuant to subsection () of this section, the
Mayor retains exclusive authority with respect to all District obligations and liabilities, including, but not limited
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to, the authority to resolve a dispute, comprise a claim, end collection activity, or establish a schedule of fees and
expenses.

FLORIDA
68.065. Actions to collect worthless checks, drafts, or orders of payment; attorney's fees and collection costs

(1) In any civil action brought for the purpose of collecting a check, draft, or order of payment, the payment of
wliich was refused, by the drawee because of the lack of funds, credit, or an account, or where the maker or drawer
steps payment on the check, draft, or order of payment with intent to defraud, and where the maker or drawer fails
to pay the amount owing, in cash, to the payee within 30 days following a written demand therefor, as provided in
subsection (3), the maker or drawer shall be liable to the payee, in addition to the amount <wing upon such check,
draft, or order, for damages of triple the amount so owing. However, in no case shall the liability for damages be
less than $50. The maker or drawer shall also be liable for any court costs and reasonable zttomey fees incurred by
the payee in taking the action. Criminal sanctions, as provided in s. 832.07, may be applicable.

(2) The payee may also charge the maker or drawer of the check, draft, or order of payment a service charge not to
exireed the service fees authorized under s. 832.08(5) or 5 percent of the face amount of the instrument, whichever
is .greater, when making written demand for payment. In the event that a judgment or decree is rendered, interest
at the rate and in the manner described in s. 55.03 may be added toward the total amount due. Any bank fees
incurred by the payee may be charged to the maker or drawer ofthe check, draft, or order of payment.

(3 Before recovery under this section may be claimed, a written demand must be delivered by certified or
registered mail, evidenced by return receipt, or by first-class mail, evidenced by an affidavit of service of mail, to
the maker or drawer of the check, draft, or order of payment to the address on the check or other instrument, to the
address given by the drawer at the time the instrument was issued, or to the drawer's last known address. The form

of such notice shall be substantially as follows:

"You are hereby notified that a check numbered .... in the face amount of $.... issued by you on ..(date).., drawn
upon ..(name ofbark).., and payable to ...., has been dishonored. Pursuant to Florida law, you have 30 days from
receipt of this ncace to tender payment in cash of the full amount of the check plus a service charge of $25, if the
face value d<vs no; exceed $50, $30, if the face value exceeds $50 but does not exceed $300, $40, if the face value
extreeds $3"J, or 5 percent of the face amount of the check, whichever is greater, the total amount due being $....
and .... Cfits. Uni'ess this amount is paid in full within the 30-day period, the holder of the check or instrument
may file a civil action against you for three times the amount of the check, but in no case less than $50, in addition
to the payment of ihe check plus any court costs, reasonable attorney fees, and any bank fees incurred by the payee

in taking the action."

(4) A subsequent person receiving a check, draft, or order, from the original payee or a successor endorsee has the
same rights that the original payee has against the maker of the instrument, provided such subsequent person gives
notice in a substantially similar form to tliat provided above. A subsequent person providing such notice shall be
immune from civil liability for the giving of such notice and for proceeding under the forms of such notice, so long
as the maker of the instrument has the same defenses against the subsequent person as against the original payee.
However, the remedies available under this section may be exercised only by one party in interest.

(5) Subsequent to Ihe commencement of the action but prior to the hearing, the maker or drawer may tender to the
payee, as satisfaction of the claim, an amount of money equal to the sum of the check, the service charge, court
costs, and incurred bank fees. Other provisions notwithstanding, the maker or drawer is liable to the payee for all
attorney fees and collection costs incurred by payee as a result of the payee's claim.

(6) If tire court or jury determines that the failure ofthe maker or drawer to satisfy the dishonored check was due to
economic hardship, the court orjury has the discretion to waive all or part ofthe statutory damages.

GEORGIA

8 13-6-15. Damages for the writing ofbad checks

(@ Notwithstanding any criminal sanctions which may apply, any person who makes, utters, draws, or delivers
any check, draft, or order upon any bank, depository, person, firm, or corporation for the payment of money, which
drawee refuses to honor the instrument for lack offimds or credit in the account from which to pay the instrument
or because the maker has no account with the drawee, and who fails to pay the same amount in cash to the payee
named in the instrument within ten days after a written demand therefor, as provided in subsection (c) ofthis Code
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section, has been delivered to the maker by certified mail, or statutory overnight delivery shall be liable to the
payee, in addition to the amount owing upon such check, draft, or order, for damages of double the amount so
owing, but in no case more than $500.00, and any court costs incurred by the payee in taking the action. In
addition to delivery of notice as provided for herein, notice may be given by first-class mail to the address printed
on the check given by the maker at the time of issuance or, in the case of a draft or order, to the last known
address. |f the question of sufficiency of notice becomes an issue, when notice is by first-class mail, the sender of
the purported notice shall give an affidavit, under oath, that notice was made as provided for herein and there shall

be a rebuttable presumption that proper notice was given.

(b) The payee may charge the maker of the check, draft, or order a service charge not to exceed $30.00 or 5 percent
of the face amount of the instrument, whichever is greater, plus the amount ofany fees charged to the holder of the
instrument by a bank or financial institution as a result of the instrument not being honored, when making written

demand for payment.

(c) Before any recovery under subsection (a) of this Code section may be claimed, a written demand in substantially
the form which follows shall be sent by certified mail, statutory overnight delivery, or first-class mail supported by
an affidavit of service to the address printed or written on the check given by the maker at the time of issuance of
the check or, in the case ofa draft or order, to the last known address, the notice to be deemed conclusive ten days
following the date the affidavit is executed, to the maker ofthe instrument at the address shown on the instrument;

"You aie hereby notified that a check or instrument numbered , issued by you on (date),
drawn upon (name of bank), and payable to , has been dishonored. Pursuant to Georgia
law, you have ten days from receipt of this notice to tender payment of the full amount of the check or instrument
plus a service charge of $30.00 or 5 percent of the face amount of the check or instrument, whichever is greater,
plus the amount of any fees charged to the holder of the instrument by a bank or financial institution as a result of
the instrument not being honored, the total amount due being $ . Unless this amount is paid in full
within the ten-day period, the holder of the check or instrument may file a civil suit against you for two times the
amount of the check or instrument, but in no case more than $500.00, in addition to the payment of the check or

instrument plus any court costs incurred by the payee in taking the action."

(d) For purposes of this Code section, the holder of the dishonored check, draft, or order shall file the action in the
county where the defendant resides.

(e) It shall be an affirmative defense, in addition to other defenses, to an action under this Code section if it is
found that

(1) Full satisfaction of the amount of the check or instrument plus the applicable service charge and any fees
cliarged to the holder of the instrument by a bank or financial institution as a result of the instrument not being

honored was made prior to the commencement of the action;
(2) The bank or depository erred in dishonoring the check or instrument; or

(3) The acceptor of the check or instrument knew at the time of acceptance that there were insufficient funds on
deposit in the bank or depository with which to cause the check or instrument to be honored.

(M In an action under this Code section, the court or jury may, however, waive all or part of the double damages
upon finding that the defendant's failure to satisfy the dishonored check or instrument was due to the defendant
receiving a dishonored check or instrument written to the defendant by another party.

(g) Subsequent to the commeucement of the civil action under this Code section, but prior to the hearing, the
defendant may tender to the plaintiff as satisfaction of the claim an amount of money equal to the sum of the
amount of the dishonored check, service charges on the check, any fees charged to the holder of the instrument by
a bank or financial institution as a result of the instrument not being honored, and any court costs incurred by the

plaintiffin taking the action.

(h) In an action under this Code section, if the court orjury determines that the failure of the defendant to satisfy
the dishonored check was due to economic hardship, the court orjury has the discretion to waive all or part of the
double damages. However, if the court or jury waives all or part of the double damages, the court or jury shall
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render judgment against the defendant in the amount of the dishonored check plus service charges on the check
plus any fees charged to the holder of the instrument by a bank or financial institution as a result ofthe instrument
not being honored and any court costs incurred by the plaintiffin taking the action.

HAWAILI
8§ 490:3-506.5. Charges for dishonored checks.
The payee or a holder in due course of any check, draft, or order for the payment of money that has been

dishonored for lack of funds or credit to pay the check, draft, or order or because the maker has no account with the
drawee shall be allowed to assess the maker a reasonable service charge of not more than $20.

IDAHO
28-22-105 Checks dishonored by nonacceptance or nonpayment - Liability for interest - Collection costs and

attorney's fees.
Whenever a check, as defined in section 28-3-104, Idaho Code, has been dishonored by nonacceptance or

nonpayment and has not been paid within fifteen (15) days and after the holder of such check sends such notice of
dishonor as provided in section 28-22-106, Idaho Code, to the drawer, then if the check does not provide for the
payment of interest, or collection costs and attorney's fees, the drawer ofsuch check shall also be liable for payment
of interest at the rate of twelve percent (12%) per annum from the date of dishonor and cost of collection not to
exceed twenty dollars ($20.00) or the face amount of the check, whichever is the lesser; provided however, that if
the holder of the dishonored check has the right to collect a set fee under a written agreement or has notified the
drawer by a posted notice at the point of sale that the drawer will be required to pay a set collection fee if the check
is dishonored, the holder is not required to give the notice of dishonor as provided in section 28-22-106, Idaho
Code, and may assess a collection cost of the notice amount regardless of the size of the check, but the set fee may
not exceed twenty dollars ($20.00). In addition, in the event of court action on the check, the court, after such
notice and the expiration of said fifteen (15) days, shall award reasonable attorney's fees as part of the damages
payable to the holder of the check. No attorney's fees may be awarded to a collection agency in a proceeding
pursuant to section 1-2301A, Idaho Code. The provisions of this section shall not apply to any check which lias

been dishonored by reason of any justifiable stop payment order.

ILLINOIS

5/3-806. Checks or drafts not honored upon presentment-Liability o fdrawer

§ 3-806. Any person who issues a check or other draft that is not honored upon presentment because the drawer
docs not have an account with the drawee, or because the drawer does not have sufficient funds in his account, or
because the drawer does not have sufficient credit with the drawee, shall be liable in the amount of $25, or for all
costs and expenses, including reasonable attorney's fees, incurred by any person in connection with the collection
of the amount for which the check or other draft was written, whichever is greater, and shall be liable for interest
upon the amount of the check or other draft at the rale provided in subsection (1) of Section 4 of the Interest Act.
[FN1] Costs and expenses shall include reasonable costs and expenses incurred in the nonlitigated collection of

the check or other draft.

A person who undertakes a nonlitigated collection against the person who issued a check or other draft that is not
honored upon presentment shall make a written demand by certified mail, return receipt requested, delivered to the
last known address of that person in order to become eligible for any costs and expenses in excess of $25. The
written demand shall demand payment within 30 days of the mailing of the demand and shall include notice of

liability for the costs and expenses.

A fee or charge not to exceed $4.50 may be assessed to any person or owner ofa commercial checking account or
other similar commercial account where a check or other draft that is deposited into the account is dishonored
upon presentment because of insufficient funds or because the drawer does not have an account with the drawee;
provided, however, that, the limitation on the fee or charge specified in this paragraph does not apply to any fee or
charge assessed to any bank or other depository institution or to any non-commercial checking account or other

similar non-commercial account.

INDIANA
26-1-3.1-502.5 Surcharge after dishonor
A person to whom a check, a draft, an order, or like instrument is tendered may, if the instrument is dishonored or

returned unpaid for any reason, charge and collect from the maker or drawer, or the person for whose benefit the
instrument was given, an amount not to exceed twenty dollars ($20) plus an amount equal to the actual charge by
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the depository institution for each returned or dishonored instrument. The charge shall not be considered an
interest charge, a finance charge, a time price differential, or any charge ofa similar nature.

I1OWA
554.3512. Holder's recourse for dishonor
1. The holder of a dishonored check, draft, or order may assess against the maker of that check, draft, or order a

surcharge not to exceed thirty dollars,

2. The surcharge authorized by this section shall not be assessed unless the holder clearly and conspicuously posts
a notice at the usual place of payment, or in the billing statement of the holder, stating that a surcharge will be
assessed and the amount of the surcharge. However, the surcharge shall not be assessed against the maker if the
reason for the dishonor of the check, draft, or order is tliat the maker has stopped payment pursuant to section

554.4403.

KANSAS
60-2610. Civil liability for worthless check.
(a) If a person gives a worthless check, the person shall be liable to the holder of the check for the amount of the

check, the incurred court costs, the incurred service charge, interest at the statutory rate and the costs of collection
including but not limited to reasonable attorney fees, plus an amount equal to the greater of the following:

(1) Damages equal to three times the amount of the check but not exceeding the amount of the check by more than
$500; or

(2) $100.

The court may waive all or part of the attorney fees provided for by this subsection, if the court finds that the
damages and other amounts awarded are sufficient to adequately compensate the holder of the check. In the event
the court waives all or part of the attorney fees, the court shall make written findings of fact as to the specific
reasons that the amounts awarded are sufficient to adequately compensate the holder ofthe check.

(b) The amounts specified by subsection (a) shall be recoverable in a civil action brought by or on behalf of the
holder of the check only if: (1) Not less than 14 days before filing the civil action, the holder of the check made
written demand on the maker or drawer for payment of the amount of the check, the incurred service charge and
accrued interest; and (2) the maker or drawer failed to tender to the holder, prior to the filing of the action, an

amount not less than the amount demanded.

The written demand shall be sent by first class mail, to the person to be given notice at such person's address as it
appears on such check, draft or order or to the last known address of the maker or drawer. The written demand
shall include notice that, if the money is not paid within 14 days, triple damages in addition to an amount of money
equal to the sum of the amount of the check, the incurred service charge, court costs, accrued interest, the costs of
collection, including but not limited to, reasonable attorney fees unless the court otherwise orders, may be incurred

by the maker or drawer ofthe check.

Notice required by subsection (b)(1) shall state the exact amount and date due, as well as an estimate of the
amount that may be incurred if the amount demanded is not paid by the specified date.

(c) Subsequent to the filing of an action under this section but prior to the commencement of a dispositional
hearing by the court, the defendant may tender to the plaintiff as satisfaction of the claim, an amount of money
equal to the sum of the amount of the check, the incurred service charge, accrued interest, the costs of collection
including, but not limited to, reasonable attorney fees and court costs. The plaintiff shall include in the petition a
statement alleging that the defendant may tender such amount as satisfaction of the claim as provided in this
subsection. If the amount alleged in the petition is tendered to the plaintiff in full satisfaction of the debt prior to
the commencement of the dispositional hearing by the court, the case shall be dismissed by the plaintiff. For
purposes of this subsection only, the amount tendered as satisfaction of the claim shall not include triple damages
or damages of $100 as provided in subsections (a)(1) and (2). For purposes of this subsection, a dispositional
hearing means a trial or other hearing by the court in which the plaintiff is seeking tire entry ofjudgment against
the defendant. The court may waive all or part of the attorney fees provided for by this subsection, if the court finds
that the damages and other amounts awarded are sufficient to adequately compensate the bolder of the check. In
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the event the court waives all or part of the attorney fees, the court shall make written findings of fact as to the
specific reasons that the amounts awarded are sufficient to adequately compensate the holder ofthe check.

(d) If the trier of fact determines that the failure of the defendant to satisfy the dishonored check was due to
economic hardship, the court may waive all or part of the damages provided for by this section, but the court shall
render judgment against defendant for not less than the amount of the dishonored check, the incurred court costs,
service charge, costs of restricted mail and the costs of collection, including but not limited to reasonable attorney
fees, unless otherwise provided in this subsection. The court may waive all or part ofthe attorney fees provided for
by this subsection, if the court finds that the damages and other amounts awarded are sufficient to adequately
compensate the holder of the check. In the event the court waives all or part of the attorney fees, the court shall
make written findings of fact as to the specific reasons that the amounts awarded are sufficient to adequately

compensate the holder of the check.

(e) Any amount previously paid as restitution or reparations to the holder of the check by or on behalfofits maker
or drawer shall be credited against the amount for which the maker or drawer is liable under subsection (a).

() Conviction of giving a worthless check or habitually giving a worthless check, as defined by K.S.A. 21-3707,
and amendments thereto, shall not be a prerequisite or bar to recovery pursuant to this section.

(9) The service charge on a check which is dishonored by the drawee because the maker or drawer had no deposits
in or credits with the drawee or lias not sufficient funds in, or credits with, the drawee for the payment of each

check, order or draft in full upon its presentation, shall not exceed $30.

(h) As used in this section,"giving a worthless check"” means the making, drawing, issuing or delivering or
causing or directing the making, drawing, issuing or delivering of any check, order or draft on any bank, credit
union, savings and loan association or depository for the payment of money or its equivalent:

(1) With intent to defraud or in payment for a preexisting debt; or

(2) Which is dishonored by the drawee because the maker or drawer had no deposits in or credits with the drawee
or has not sufficient funds in, or credits with, the drawee for the payment of such check, order or draft in full upon

its presentation; and

(3) for which the maker or drawer has not tendered to the holder's agent the amount of money demanded and
within the time allowed by the demand required in subsection (b).

KENTUCKY

514.040 Theft by deception
(1) A person is guilty of theft by deception when the person obtains property or services of another by deception

with intent to deprive the person thereof. A person deceives when the person intentionally:

(a) Creates or reinforces a false impression, including false impressions as to law, value, intention, or other state
of mind;

(b) Prevents another from acquiring information which would affectjudgment of a transaction;

(c) Fails to correct a false impression which the deceiver previously created or reinforced or which the deceiver
knows to be influencing another to whom the person stands in a fiduciary or confidential relationship;

(d) Fails to disclose a known lien, adverse claim, or other legal impediment to the enjoyment of property which the
person transfers or encumbers in consideration for the property obtained, whether the impediment is or is not valid
or is or is not a matter of official record; or

(e) Issues or passes a check or similar sight order for the payment of money, knowing that it will not be honored
by the drawee.

(2) The term "deceive" does not, however, include falsity as to matters having no pecuniary significance or
puffing by statements unlikely to deceive ordinary persons in the group addressed.
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(3) Deception as to a person's intention to perform a promise shall not be inferred Ifom the fact alone that he did
not subsequently perform the promise.

(4) For purposes of subsection (1) of this section, a maker of a check or similar sight order for the payment of
money is presumed to know that the check or order, other titan a postdated check or order, would not be paid, if:

(a) The maker had no account with the drawee at the time the check or order was issued; or

(b) Payment was refused by the drawee for lack of hinds, upon presentation within thirty (30) days after issue, and
the maker failed to make good within ten (10) days after receiving notice ofthat refusal. A maker makes good on
a check or similar sight order for the payment of money by paying to the holder the face amount of the instrument,
together with any merchant's posted reasonable bad check handling fee not to exceed twenty-five dollars ($25) and

any fee imposed pursuant to subsection (5) of this section.

(5) If a county attorney issues notice to a maker that a drawee has refused to honor an instrument due to a lack of
funds as described in subsection (4)(b) of this section, the county attorney may charge a fee to the maker of twenty-
five dollars ($25), if the instrument is paid. Money paid to the county attorney pursuant to this section shall be
used only for payment of county attorney office operating expenses. Excess fees held by the county attorney on
June 30 of each year shall be turned over to the county treasurer before the end of the next fiscal year for use by the

fiscal court ofthe county.

(6) A person is guilty of theft by deception when the person issues a check or similar sight order in payment of
all or any part ofany tax payable to the Commonwealth knowing that it will not be honored by the drawee.

(7) A person is guilty of theft by deception when the person issues a check or similar sight order in payment of
all or any part ofa child support obligation knowing that it will not be honored by the drawee.

(8) Theft by deception is a Class A misdemeanor unless the value of the property, service, or the amount of the
check or sight order referred to in subsection (6) or (7) of this section is three hundred dollars ($300) or more, in

which case it is a Class D felony.

LOUISTANA
§ 2782. Nonsufficient fund checks; damages, attorney fees
A. Whenever any drawer of a check dishonored for nonsufficient funds fails to pay the obligation created by the

check within fifteen working days after receipt of written demand for payment thereof delivered by certified or
registered mail, the drawer shall be liable to the payee or a person subrogated to the rights of the payee for damages
of twice the amount so owing, but in no case less than one hundred dollars plus attorney fees and court costs.

B. The payee, his agent or assignee, or a holder may charge the drawer of the check a service charge not to exceed
twenty-five dollars or five percent of the face amount of the check, whichever is greater, when making written
demand for payment. The payee shall post a notice indicating the amount to be charged a drawer ofa check if the
check is returned for nonsufficient funds. Such notice shall be posted on the payee's business premises in a
convenient and conspicuous place where persons entering the location will see it.

C. (1) Before any recovery under Subsection A of this Section may be claimed, a written demand in substantially
the form which follows shall be sent by certified or registered mail to the drawer of the check at the address shown

on the instrument:

"You are hereby notified that a check numbered , issued by you on (date), drawn
upon , (name of bank), and payable to , has been dishonored. Pursuant to Louisiana law,

you have fifteen working days from receipt of this notice to tender payment in full of the amount of the check plus
a service charge of twenty-five dollars or five percent of the face amount of the check, whichever is greater, the
total amount due being . Unless this amount is paid in full within the fifteen- working-day period, the
holder of the check may file a civil action against you for two times the amount of the check or one hundred
dollar:;, whichever is greater, plus any court costs and reasonable attorney fees incurred by the payee in taking the

action."
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(2) Notice mailed by certified or registered mail evidenced by return receipt to the address printed on the check or
given at the time of issuance shall be deemed sufficient and equivalent to notice having been received by the person

making the check.

(3) It shall be prima facie evidence that the drawer knew that the instrument would not be honored if notice mailed
by certified or registered mail is returned to the sender when such notice is mailed within a reasonable time of
dishonor to the address printed on the instrument or given by the drawer at the time of issuance of the check.

MAINE
Undetermined.

MARYLAND
§ 15-802. Nonacceptance or nonpayment
(@ When a check or other instrument has been dishonored by nonacceptance or nonpayment and has not been

paid within 10 days, the holder to whom the check or other instrument was issued or negotiated may send a notice
ofdishonor to the maker or drawer as provided under this section.

(b) If a check or other instrument has not been paid within 30 days after the holder has sent a notice of dishonor to
the maker or drawer, the maker or drawer of a check or other instrument that has been dishonored shall be liable

for:
(1) The amount ofthe check or instrument;

(2) A collection fee ofup to $35; and
(3) An amount up to 2 times the amount of the check, but not more than $1,000.

(©)(D (i) The holder ofa check or other instrument that has been dishonored may seek the damages provided under
this section in the District Court of Maryland 30 days after a notice of dishonor has been sent by mail to the last

known address of the maker or drawer.
(i) For each notice sent by the holder under subparagraph (i) ofthis paragraph, the holder shall;
1. Obtain a certificate of mailing from the U.S. Postal Service; or

2. Execute an affidavit that attests to the mailing of the notice in compliance with subparagraph (i) of this
paragraph.

(2) A notice of dishonor sent by a holder under this section to a maker or drawer of a dishonored check or other
instrument shall substantially comply with the form prescribed in § 15-803 of this subtitle.

(d) A holder may not recover any damages under subsection (b)(3) ofthis section if:
(D) The holder has demanded of, and received from, the maker or drawer:
(i) Collection costs in excess of the collection fee provided under subsection (b)(2) of this section; or

(i) Collection costs within 30 days after the mailing of the notice of dishonor, under subsection (c) of this
section; or

(2) The dishonored check or other instrument provides for the payment of collection costs in the event of
dishonor.

(e)(1) It shall be a complete defense to any action brought under this section by any holder ofa dishonored check or
other instrument that, within 30 days from the mailing of the notice of dishonor, the maker or drawer has paid to
the holder the full amount of the check or other instrument and collection costs ofnot more than $35.

(2) It shall be a complete defense to any action brought under this section by a holder to whom a dishonored
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(a) The full amount of the check, draft, or order.

(b) Civil damages of 2 times the amount of the dishonored check, draft, or order or $100.00, whichever is greater.

(c) Costs of $250.00.

(5) Subsection (4) does not apply if before the trial ofan action brought pursuant to this section, the maker pays to
the payee or a designated agent of the payee, in cash, the total of the amounts described in subsection (3)(b), plus

reasonable costs, not exceeding $250.00, as agreed to by the parties.

(6) An action under this section may be brought in the small claims division of the district court, if it does not
exceed the jurisdiction of the small claims division, or in any other appropriate court. If the amount of the check
exceeds the jurisdiction of the small claims division, the action may still be brought in the small claims division,
but the amount o fdamages awarded shall not exceed thejurisdiction ofthe small claims division.

MINNESOTA

604.113. Issuance ofworthless check
Subdivision 1. Definitions, (a) The definitions provided in this subdivision apply to this section.

(b) "Check" means a check, draft, order of withdrawal, or similar negotiable or nonnegoliable instrument.
(c) "Credit" means an arrangement or understanding with the drawee for the payment of the check.

(d) "Dishonor" has the meaning given in section 336.3-502, but does not include dishonor due to a stop payment
order requested by an issuer who has a good faith defense to payment on the check. "Dishonor" docs include a stop
payment order requested by an issuer if the account did not have sufficient funds for payment of the check at the

time of presentment, except for stop payment orders on a check found to be stolen.

(e) "Payee" or "holder" includes an agent of the payee or holder.

Subd. 2. Acts constituting. Whoever issues any check that is dishonored is liable for the following penalties:

(a) A service charge, not to exceed $30, may be imposed immediately on any dishonored check by the payee or
holder of the check, regardless of mailing a notice of dishonor, if notice of the service charge was conspicuously
displayed on the premises when the check was issued. Only one service charge may be imposed under this
paragraph for each dishonored check. The displayed notice must also include a provision notifying the issuer of

the check that civil penalties may be imposed for nonpayment

(b) If the amount of the dishonored check is not paid within 30 days after the payee or holder has mailed notice of
dishonor pursuant to section 609.535 and a description of the penalties contained in this subdivision, whoever

issued the dishonored check is liable to the payee or holder of the check for:

(1) the amount of the check, the service charge as provided in paragraph (a), plus a civil penalty of up to $100 or
the value of the check, whichever is greater. In determining the amount ofthe penalty, the court shall consider the
amount of the check and the reason for nonpayment. The civil penalty may not be imposed until 30 days following
the mailing of the notice of dishonor. A payee or holder of the check may make a written demand for payment of
the civil liability by sending a copy of this section and a description of the liability contained in this section to the
issuer's last known address. Notice as provided in paragraph (a) must also include notification that additional civil
penalties will be imposed for dishonored checks for nonpayment after 30 days;

(2) interest at the rate payable on judgments pursuant to section 549.09 on the face amount of the check from the
date ofdishonor; and

(3) reasonable attorney fees if the aggregate amount of dishonored checks issued by the issuer to all payees within
a six-month period is over $1,250.

(¢) This subdivision prevails over any provision of law limiting, prohibiting, or otherwise regulating service
charges authorized by this subdivision, but does not nullify charges for dishonored checks, which do not exceed the
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charges in paragraph (a) or terms or conditions for imposing the charges which have been agreed to by the parties
in an express contract.

(d) A sight draft may not be used as a means of collecting the civil penalties provided in this section without prior
consent ofthe issuer.

(e) The issuer ofa dishonored check is not liable for the penalties described in paragraph (b) if a pretrial diversion
program under section 628.69 has been established in thejurisdiction where the dishonored check was issued, the
issuer was accepted into the program, and the issuer successfully completes the program.

Subd. 3. Notice ofdishonor required. Notice of nonpayment or dishonor that includes a citation to this section and
section 609.535, and a description of the penalties contained in these sections, shall be sent by the payee or holder
of the check to the drawer by certified mail, return receipt requested, or by regular mail, supported by an affidavit
of service by mailing, to the address printed or written on the check

The issuance of a check with an address printed or written on it is a representation by the drawer that the address
is the correct address for receipt of mail concerning the check. Failure of the drawer to receive a regular or
certified mail notice sent to tliat address is not a defense to liability under this section, if the drawer has had actual
notice for 30 days that the check has been dishonored.

An affidavit of service by mailing shall be retained by the payee or holder ofthe check

Subd. 4. Proof of identity. The check is prima facie evidence of the identity ofthe issuer if the person receiving
the check:

(a) records the following information about the issuer on the check unless it is printed on the face of the check:

(1) name;

(2) home or work address;

(3) home or work telephone number, and

(4) identification number issued pursuant to section 171.07;

(b) compares the issuer's physical appearance, signature, and the personal information recorded on the check with
the issuer's identification card issued pursuant to section 171.07; and

(c) initials the check to indicate compliance with these requirements.

Subd. 5. Defenses. Any defense otherwise available to the issuer also applies to liability under this section.

MISSISSIPPI

§ 97-19-57. Presumption offraudulent intent; notice

(1) As against the maker or drawer thereof, the making, drawing, issuing, uttering or delivering of a check, draft
or order, payment of which is refused by the drawee, shall be prima facie evidence and create a presumption of
intent to defraud and of knowledge of insufficient funds in, or on deposit with, such bank, corporation, firm or
person, provided such maker or drawer shall not have paid the holder thereof the amount due thereon, together
with a service charge of Thirty Dollars ($30.00), within fifteen (15) days after receiving notice that such check,

draft or order has not been paid by the drawee.

(2) For purposes of Section 11-7-12, the form of the notice provided for in subsection (1) of this section shall be
sent by regular mail and shall be substantially as follows: "This statutory notice is provided pursuant to Section
97-19-57, Mississippi Code of 1972. You are hereby notified that a check draft or order numbered ,
apparently issued by you on (date), drawn upon (name of bank), and payable to

, has been dishonored. Pursuant to Mississippi law, you have fifteen (15) days from receipt of this
notice to tender payment of the full amount of such check, draft or order, plus a service charge of Thirty Dollars
($30,00), the total amount due being $ . Failure to pay this amount in full witltin the time specified
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above shall be prima facie evidence of and create a presumption ofboth the intent to defraud and the knowledge of
insufficient funds in, or on deposit with, such bank in violation of Section 97-19-55."

(3) For purposes of Section 97-19-67, the form of the notice provided for in subsection (1) of this section shall be
sent by regular mail, supported by an affidavit of service by mailing, and shall be substantially as follows: "This
statutory notice is provided pursuant to Section 97-19-57, Mississippi Code of 1972. You are hereby notified that a

check, draft or order numbered , apparently issued by you on (date), drawn upon
. (name of bank), and payable to , has been dishonored. Pursuant to Mississippi law, you

have fifteen (15) days from receipt of this notice to tender payment o f the full amount of such check, draft or order,
plus a service charge of Thirty Dollars ($30.00), the total amount due being $ . Unless this amount is
paid in full within the time specified above, the holder may assume that you delivered the instrument with intent to
defraud and may turn over the dishonored instrument and all other available information relating to this incident to

the proper authorities for criminal prosecution.”

(4) If any notice is returned undelivered to the sender after such notice was mailed to the address printed on the
check, draft or order, or to the address given by the accused at the time of issuance of the instrument, such return

shall be prima facie evidence of the maker's or drawer's intent to defraud.

(5) Affidavit ofservice by mail shall be adequate if made in substantially the following form:

"STATE OF

COUNTY OF

, being first duly sworn on oath, deposes and states that he/she is at least eighteen (18) years ofage and
that on (date) , 2, he/she served the attached Notice of Dishonor by placing a true and correct copy

thereof securely enclosed in an envelope addressed as follows:

and deposited the same, postage prepaid, in the United States mail at

(signature)

Subscribed to and sworn before me, this the day of 2

(Notary Public)
My commission expires:

(SEAL)"

(6) Without in any way limiting the provisions of this section, this section shall apply to a draft for the payment of
money given for a motor vehicle even if such payment is conditioned upon delivery of documents necessary for

transfer ofa valid title to the purchaser.



MISSOURI
570.120 Crime ofpassing bad checks, penalty-actual notice given, when- administrative handling costs, amount,

deposit in fund-use offund-payroll action, when-collection of service charge-retum ofbad check to depositor by
financial institution must be on condition that issuer is identifiable
1. A person commits the crime ofpassing a bad check when:

(1) with purpose to defraud, the person makes, issues or passes a check or other similar sight order for the
payment of money, knowing that it will not be paid by the drawee, or that there is no such drawee; or

(2) The person makes, issues, or passes a check or other similar sight order for the payment of money, knowing
that there are insufficient funds in that account or that there is no such account or no drawee and fails to pay the
check or sight order within ten days after receiving actual notice in writing that it has not been paid because of
insufficient funds or credit with the drawee or because there is no such drawee.

2. As used in subdivision (2) of subsection 1 of this section, "actual notice in writing" means notice of the
nonpayment which is actually received by the defendant Such notice may include the service of summons or
warrant upon the defendant for the initiation of the prosecution of the check or checks which are the subject matter
of the prosecution if the summons or warrant contains information of the ten-day period during which the
instrument may be paid and that payment of the instrument within such ten-day period will result in dismissal of
the charges. The requirement of notice shall also be satisfied for written communications which are tendered to

the defendant and which the defendant refuses to accept.

3. The face amounts of any bad checks passed pursuant to one course of conduct within any ten-day period may be
aggregated in determining the grade of the offense.

4. Passing bad checks is a class A misdemeanor, unless:
(1) The face amount of the check or sight order or the aggregated amounts is five hundred dollars or more; or

(2) The issuer had no account with the drawee or if there was no such drawee at the time the check or order was
issued, in which cases passing bad checks is a class D felony.

5. (1) In addition to all other costs and fees allowed by law, each prosecuting attorney or circuit attorney who takes
any action pursuant to the provisions of this section shall collect from the issuer in such action an administrative
handling cost. The cost shall be five dollars for checks of less than ten dollars, ten dollars for checks of ten dollars
but less than one hundred dollars, and twenty-five dollars for checks of one hundred dollars or more. Ft  hecks of
one hundred dollars or more an additional fee of ten percent of the face amount shall be assessed, with a maximum
fee for administrative handling costs not to exceed fifty dollars total. Notwithstanding the provisions of sections
50.525 to 50.745, RSMo, the costs provided for in this subsection shall be deposited by the county treasurer into a
separate interest-bearing fund to be expended by the prosecuting attorney or circuit attorney. The funds shall be
expended, upon warrants issued by the prosecuting attorney or circuit attorney directing the treasurer to issue
checks thereon, only for purposes related to that previously authorized in this section. Any revenues that are not
required for the purposes of this section may be placed in the general revenue fund ofthe county or city not within
a county. Notwithstanding any law to the contrary, in addition to the administrative handling cost, the prosecuting
attorney or circuit attorney shall collect an additional cost of one dollar per check for deposit to the Missouri office
of prosecution services fund established in subsection 2 of section 56.765, RSMo. All moneys collected pursuant to
this section which are payable to the Missouri office of prosecution services fund shall be transmitted at least
monthly by the county treasurer to the director of revenue who shall deposit the amount collected pursuant to the
credit of the Missouri office of prosecution services fund under the procedure established pursuant to subsection 2

ofsection 56.765, RSMo.

(2) The moneys deposited in the fund may be used by the prosecuting or circuit attorney for office supplies,
postage, books, training, office equipment, capital outlay, expenses of trial and witness preparation, additional
employees for the staff of the prosecuting or circuit attorney and employees' salaries.

(3) This fund may be audited by the state auditor's office or the appropriate auditing agency.

(4) If the moneys collected and deposited into this fund are not totally expended annually, then the unexpended
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balance shall remain in said fund and the balance shall be kept in said fund to accumulate from year to year.

6. Notwithstanding cny other provision of law to the contrary:

(D) In addition to the administrative handling costs provided for in subsection 5 of this section, the prosecuting
attorney or circuit attorney may collect from the issuer, in addition to the face amount of the check, a reasonable
service charge, which along with the face amount of the check, shall be turned over to the party to whom the bad

check was issued;

(2) If a check that is dishonored or returned unpaid by a financial institution is not referred to the prosecuting
attorney or circuit attorney for any action pursuant to the provisions of this section, the party to whom the check
was issued, or his or her agent or assignee, or a holder, may collect from the issuer, in addition to the face amount
of the check, a reasonable service charge, not to exceed twenty-five dollars, plus an amount equal to the actual
charge by the depository institution for the return ofeach unpaid or dishonored instrument

7. In all cases where a prosecutor receives notice from the original holder that a person has violated this section
with respect to a payroll check or order, the prosecutor, if he determines there is a violation of this section, shall
file an information or seek an indictment within sixty days of such notice and may file an infonua'uon or seek an
indictment thereafter if the prosecutor has failed through neglect or mistake to do so within sixty days of such
notice and if he determines there is sufficient evidence shaft further prosecute such cases.

8. When any financial institution returns a dishonored check to the person who deposited such check, it shall be in
substantially the same physical condition as when deposited, or in such condition as to provide the person who
deposited the check the information required to identify the person who wrote the check.

MONTANA
27-1-717. Issuing a bad check, draft, converted check, electronic funds transfer, or order or stopping payment —

civil liability

(1) A person who issues a check, draft, converted check, electronic funds transfer, or order for the payment of
money is liable for a service charge, as provided in subsection (2), or for damages in a civil action, as provided in
subsection (3), to the payee to whom the check, draft, converted check, electronic funds transfer, or order is issued,
or the payee's assignee, if the check, draft, converted check, electronic funds transfer, or order is:

(a) dishonored for lack offunds or credit or because the issuer does not have an account with the drawee; or

(b) issued in partial or complete fulfillment of a valid and legally binding obligation and the issuer stops payment
with the intent to fraudulently defeat a possessory lien or otherwise defraud the payee of the check.

(2) The person who issues the check, draft, converted check, electronic funds transfer, or order is liable to the
payee or the payee's assignee for a service charge in a reasonable amount, not greater than $30. The payee or the
payee's assignee may waive the service charge. Demand for the service charge must be made in writing by the
payee or the payee's assignee and mailed to the address shown on the check, draft, converted check, or order or to
the issuer's last- known address. The demand must state that the issuer is required to pay the value of the Jieck,
draft, converted check, electronic funds transfer, or order and service charge and must state the service charge

provided for in this section.

(3) The amount of damages awarded pursuant to subsection (1) must be an amount equal to the sendee charge
plus the greater of $100 or three times the amount for which the check, draft, converted check, electronic funds
transfer, or order was issued. However, damages may not exceed the value of the check, draft, converted check,

electronic funds transfer, or order by more than $500.
(4) The remedy provided by subsection (3) is available only if:

(a) the payee or the payee's assignee has made the written demand required in subsection (2) not less than 10 days
before commencing the action; and

(b) the issuer lias failed to tender an amount of money equal to the amount demanded under subsection (2) prior

to the commencement of the action.
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(5) The remedy provided by this section:

(a) may be pursued notwithstanding the provisions 0f27-1-312;

(b) may be pursued whether or not a criminal penalty is sought under 45-6-316 or any other statute providing a
criminal penalty; and

(c) does not affect the obligation of the issuer provided for in 30-3-423 to pay the amount of the draft. However, in
case ofany inconsistency with the provisions of Title 30, chapter 3, the provisions of this section apply.

(6) Upon introduction by the payee or the payee's assignee of evidence sufficient to establish the feet ofmailing as
required under subsection (2), the failure to receive the written demand is not a defense to the action allowed under

subsection (3).

(7) This section applies to all checks, drafts, converted checks, electronic funds transfers, and orders, including
those electronically presented for payment.

(8) Making partial payments of amounts owed under this section or entering into an agreement for paying in
whole or in part amounts owed under this section does not waive any right that the payee or the payee's assignee
may have under this section. Once a demand required under this section is made, the demand is not required to be

repeated upon partial payment of amounts owed under this section.

NEVADA
597.960. Collection offee for dishonored check accepted as payment for goods or services

1 A seller, or his agent, may collect a fee of not more than $25 for each check which was accepted by the seller as
payment for goods or services and, upon presentment to the drawee, was not honored because the drawer stopped
payment on the check, the drawer does not have an account with the drawee or the drawer does not have sufficient
fends in his account or credit with the drawee to cover the amount of the check.

2. As used in this section:

(8 "Check" includes a draft or oilier negotiable order for the payment of money on demand which is drawn on a
bank or other financial institution.

(b) "Drawee" means the person ordered in the check to make payment.

(c) "Drawer" means the person who signs or is identified in the check as the person ordering payment.

NEW HAMPSHIRE

358-C:5 Check Collection Charges.
I. A creditor involved in a consumer credit transaction or a debt collector designated to collect on a check,

negotiable order of withdrawal, share draft, or other negotiable instrument may charge and receive a check
collection charge of not more than $25, unless otherwise expressly authorized by written agreement with the

consumer.

Il. In the case of a consumer credit transaction, disclosure of a check collection charge made pursuant to
paragraph | of this section shall be made in the promissory note or sales finance contract In the case of debt
collectors, notification of imposition of a check collection charge pursuant to paragraph | of this section shall be
done by telephone or written notice sent by regular mail to the debtor at the debtor's last known telephone number
or address or at the address shown on the check or other instrument. The notice shall state the amount ofthe check
collection charge that has been or will be imposed, and shall state that the debtor is responsible for paying the
check collection charge as well as the value of the check or other instrument.

NEW JERSEY
Undetermined.
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NEW MEXICO
Undetem lined.

NEW YORK
§ 5-328. Processing fee by holder of dishonored check
1. As used in this section the following terms sliall have the following meanings:

(a) "Holder of a check" means the holder or its assignee, representative or any other person retained by the holder
to seek collection of the face value of a dishonored check.

(b) "Dishonored check" means a check, draft or like instrument drawn on a bank or depository institution as full or
partial payment ior an unpaid balance on an account, or for other extensions of credit or payments of money in
connection with a consumer transaction, which is not paid or is dishonored or is returned by such institution due to

insufficient funds or other cause not attributable to the holder.

(c) "Consumer transaction" means a transaction in which a natural person is extended credit for, or purchases or
leases, personal property, money or services primarily for personal, family or household purposes.

(d) "Account" means a loan account, a retail credit account or an obligation under a retail lease agreement, retail
instalment contract or retail instalment obligation or a retail instalment credit agreement, as defined in sections
three hundred one, three hundred thirty-one and four hundred one of the personal property law.

2. Notwithstanding the provisions ofany law:

(8 The holder ofa dishonored check given in payment for a consumer transaction or an account may collect from,
charge, or add to the outstanding balance of the account of, the person from whom such check was received or to
whom such credit was extended, a dishonored check charge of not more than the lesser of the amount agreed upon,

if contracted for, or twenty dollars.

(b) A dishonored check charge shall not be deemed a credit service charge, interest or an incident to or a condition
to the extension of credit, for any purpose of law.

3. Notwithstanding any other provision of law, any person to whom a check, draft or like instrument, other than a
money order, bank cashier’s check or certified check, is tendered for any transaction, other than a consumer
transaction, may, if such instrument is dishonored charge or collect from the maker or drawer the amount of
twenty dollars for the return of such unpaid or dishonored instrument.

NORTH CAROLINA

§ 25-3-506. Collection of processing fee for returned checks

A person who accepts a check in payment for goods or services or his assignee may charge and collect a processing
fee, not to exceed twenty-five dollars ($25.00), for a check on which payment has been refused by the payor bank
because ofinsufficient hinds or because the drawer did not have an account at that bank.

(1) to (4) Deleted by S.L. 2000-118, § 1, eff. Oct. 1, 2000.
If a collection agency collects or seeks to collect on behalf of its principal a processing fee as specified in tliis

section in addition lo the sum payable of a check, the amount of such processing fee must be separately stated on
the collection notice. The collection agency shall not collect or seek to collect from the drawer any sum other than

the actual amount of the returned check and the specified processing fee.

NORTH DAKOTA
6-08-16.2 Issuing check without account - Financial liability - Penalty - Exceptions.
1. As used in this section:

a. "Account" means any account at a bank or depository from which an instrument could legally be paid.
b. "Dishonor" is synonymous with "nonpayment".
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c. "Instrument” means any check, draft, electronic funds transfer authorization, or order for the payment of

money.
d. "Issues" means draws, utters, electronically authorizes, or delivers.

2. A person who, for that person or as agent or representative of another, willfully as defined in section 12.1-02-
02 issues any instrument is guilty ofa class C felony if that person has been previously convicted of issuing an
instrument without an account pursuant to section 6-08-16.1, and at the time ofissuing the instrument the drawer

does not have an account with the bank or depository on which the instrument is drawn.

3. A person who, for that person or an agent or representative o fanother, willfully as defined in section 12.1-02-
02 issues any instrument is guilty ofa class C felony if the instrument was for at least five hundred dollars or that
person, agent, or representative ofanother, issues more than one instrument wherein the aggregate total of all
instruments issued exceeds five hundred dollars, and at the time ofissuing the instrument, the drawer does not

have an account with the bank or depository od which the instrument is drawn.

4. A person who issues an instrument under subsection 2 or 3 also is liable for collection fees or costs, not in
excess of twenty-five dollars per instrument, which are recoverable by the holder of the instrument, or the holder's
agent or representative. A civil penalty is also recoverable by civil action by the holder, or its agent or
representative, of the instrument. The civil penalty consists of payment to the holder of the instrument ofthe lesser
of two hundred dollars or three times the amount of the instrument.

5. An agent acting for the receiver ofan instrument issued in violation ofthis section may present the instrument
to the state's attorney for prosecution if the holder, or the holder's agent or representative, mailed a notice under
subsection 6. A criminal complaint for violating this section must be executed within ninety days after the drawer
receives notice from the holder, or its agent or representative, ofa no-account or closed-acccunt instrument.

6. A notice ofdishonor may be mailed by the holder, or the holder’s agent or representative, of the instrument
upon dishonor. Proofofmailing may be made by return receipt or by an affidavit of mailing signed by the

individual making the mailing. The notice must be in substantially the following form:

Notice of Dishonored Instrument

Date

Name oflssuer

Street Address

City and State

You are according to law notified that an instrument dated , , drawn on the
Bankof in the amountof has been returned

unpaid with the notation the payment has been refused because (of nonsufficient funds)(the drawer docs not have
an account). Within ten days from the receipt ofthis notice, you must pay or tender to

(Holder or Agent or Representative)

sufficient moneys to pay such instrument in full and any collection fees or costs not in excess of twenty-
five dollars.

The notice may also contain a recital of the penal provisions of this section and the possibility ofa civil
action to recover any collection fees or costs authorized by this section.

OHIO

1319.16 Check collection charges
(A) Ifacollection agency has been designated to collect on a check, negotiable order of withdrawal, share draft, or

other negotiable instrument that has been returned or dishonored for any reason, the collection agency may charge
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and receive check collection charges of not more than thirty dollars or ten per cent of the face amount of the
instrument, whichever is greater, and may charge and receive any charge imposed by a financial institution upon
the holder of the check, negotiable order of withdrawal, share draft, or other negotiable instrument that has been

returned or dishonored for any reason.

(B) A collection agency that imposes a check collection charge pursuant to division (A) of this section shall send
written notice by regular mail to the debtor at the debtor's last known address or at the address shown on the check
or other instrument. The notice shall provide the amount of the check collection charge that has been imposed,
and shall state that the debtor is responsible for paying the check collection charge as well as the value of the check

or other instrument.

OKLAHOMA
Undetermined.

OREGON
30.701. Dishonored checks, actions against maker; statutory damages and attorney fees; handling fee

(D) In any action against a maker ofa dishonored check, a payee may recover from the maker statutory damages in
an amount equal to $100 or triple the amount for which the check is drawn, whichever is greater. Statutory
damages awarded under this subsection are in addition to the amount for which the check was drawn and may not
exceed by more than $500 the amount for which the check was drawn. The court shall allow reasonable attorney
fees at trial and on appeal to the prevailing party in an action on a dishonored check and in any action on a check

that is not paid because payment has been stopped.

(2) Statutory damages and attorney fees under subsection (1) of this section may be awarded only if the payee
made written demand of the maker of the check not less than 30 days before commencing the action and the maker
failed to tender to the payee before the commencement of the action an amount of money not less than the amount
for which the check was drawn, all interest that has accrued on the check under ORS 82.010 as of the date of
demand and any charges imposed under subsection (5) of this section.

(3) Statutory damages under subsection (1) of this section shall not be awarded by the court if after the
commencement of the action but before trial the defendant tenders to the plaintiffan amount of money equal to the
amount for which the check was drawn, all interest that has accrued on the check under ORS 82.010 as ofthe date
of payment, any charges imposed under subsection (5) of this section, costs and disbursements and the plaintiff's

reasonable attorney fees incurred as of the date of the tender.

(4) If the court or jury determines that the failure of the defendant to satisfy the dishonored check at the time
demand was made under subsection (2) of this section was due to economic hardship, the court or jury has the
discretion to waive all or part of the statutory damages provided for in subsection (1) ofthis section. If all or part of
the statutory damages are waived under this subsection, judgment shall be entered in favor of the plaintiff for the
amount of the dishonored check, all interest that has accrued on the check under ORS 82,010, any charges imposed
under subsection (5) of this section, the plaintiff's reasonable attorney fees and costs and disbursements.

(5) If a check is dishonored, the payee may collect from the maker a reasonable fee representing the cost of
handling and collecting on the check. The total fee for any single check may not exceed $25. Any award of

statutory damages under subsection (1) of this section must be reduced by the amount of any charges imposed
under this subsection that have been paid by the maker or that are entered as part of the judgment

(6) The provisions of this section apply only to a check that has been dishonored because of a lack of funds or
credit to pay the check, because the maker has no account with the drawee or because the maker has stopped
payment on the check without good cause. A plaintiff is entitled to the remedies provided by this section without
regard to the reasons given by the drawee for dishonoring the check.

(7) For the purposes ofthis section:

(a) "Check" means a check, draft or order for the payment of money.

(b) "Drawee" has that meaning given in ORB 73.0103.
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(c) "Paj"ee” means a payee, holder or assignee ofa check.

PENNSYLVANIA
Undetermined.

RHODE ISLAND

6-42-3 Cause ofaction - Damages.
(a) If a check, draft, or other instrument has not been paid within thirty (30) days after the holder has sent a notice

ofdishonor to the maker or drawer ofa check, draft, or other instrument that has been dishonored, pursuant to § §
6- 42-1 and 6-42-2, the holder may seek the damages provided under this section in the district court and may at
the holder’s election be in accordance with the procedure for small claims set forth in chapter 16 oftitle 10.

(b) The maker or drawer of a dishonored check or other instrument who fails to pay the amount demanded within
thirty (30) days ofthe mailing of the notice of dishonor shall be liable to the holder for:

(1) The amount ofthe check or other instrument;

(2) A collection fee of twenty-five dollars ($25.00);

(3) An amount equal to three (3) times the amount of the check or instrument, but in no case less than two hundred
dollars ($200) and in no case more than one thousand dollars ($1,000).

SOUTH CAROLINA
§ 34-11-70. Prima facie evidence of fraudulent intent in drawing check, draft or other written order, reasonable

and probable cause for prosecution.

(@ When a check, a draft, or other written order is not paid by the drawee because the maker or drawer did not
have an account with or sufficient funds on deposit with the bank or the person upon which it was drawn when
presented or the draft, check, or other written order has an incorrect or insufficient signature on it, and the maker
or drawer does not pay the amount due on it, together with a service charge of thirty dollars, within ten days alter
written notice has been sent by certified mail to the address printed on the check or given at the time it is tendered
or provided on a check-cashing identification card stating that payment was refused upon the instrument, then it
constitutes prima facie evidence of fraudulent intent against the maker. Service charges collected pursuant to this

section must be paid to the payee ofthe instrument.

(1) For purposes of subsection (&), notice must be given by mailing the notice with postage prepaid addressed to
the person at the address as printed or written on the instrument. The giving of notice by mail is complete upon
the expiration of ten days after the deposit o f the notice in the mail. A certificate by the payee that the notice has
been sent as required by this section is presumptive proof that the requirements as to notice have been met,
regardless of the fact that the notice actually might not have been received by the addressee. The form of notice

must be substantially as follows:

"You arc notified that a check or instrument, numbered , issued by you on (date), drawn upon (name
of bank), and payable to , has been dishonored. Pursuant to South Carolina law, you have ten days from the
date this notice was mailed to tender payment of the full amount of the check or instrument plus a service charge
of thirty dollars, the total amount due being dollars and cents. Unless this amount is paid in full within
the specified time above, the holder of the check or instrument may turn over the dishonored check or instrument
and all other available information relating to this incident to the solicitor or other appropriate officer for

criminal prosecution,”

(2) When a person instituting prosecution gives notice in substantially similar form provided in item (1) to the
person upon which the instrument was drawn and waits ten days from the date notice is mailed before instituting
the criminal proceedings, there arises a presumption that the prosecution was instituted for reasonable and
probable cause, and the person instituting prosecution is immune from civil liability for the giving of the notice.

(3) A service charge of not more thirty dollars is payable by the drawer of a draft, a check, or other written order
to the payee of the instrument when the draft, check, or other written order is presented for payment in whole or
in part ofa then existing debt including, but not limited to, consumer credit transactions, and is dishonored. This
service charge is solely to compensate the payee of the instrument for incurred expenses in processing the
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want n?nrA!IrilOmalT tatoMkvecosts accrukS not tO exceed forty-one dollars if the case is dismissed for
t of prosecution. Unless waived by the court, the party applying for thé warrant shall notify, orally or otherwise,

the court not less than twenty-four hours before the date and time set for trial that M | restitution has been made in
connecti on with the warrant, and the notification relieves that parly of the responsibility of prosecutioa

() Any court, including magistrates, may dismiss any prosecution initiated pursuant to the provisions of this
chapter on satisfactory proof of restitution and payment by the defendant of all administrative costs accruing not to
exceed forty-one dollars submitted before the date set for trial after the issuance ofa warrant

(d) For purposes of this chapter, subsequent persons receiving a check, draft, or otiie. written order by
endorsement from the original payee or a successor endorsee have the same rights that the original payee lias
against the maker of the instrument, if the maker of the instrument has the same defenses against subsequent
persons as he may have had against the original payee. However, the remedies available under this chapter may be

exercised only by one party in interest.

SOUTH DAKOTA
57A-3-421 Collection costs and expenses - Liability ofissuer of dishonored check.

If a mercliant or place of business conspicuously posts a notice on its premises or if a merchant or place of
business regularly extends credit and prints a notice on its customer statements of such size and location as to be
conspicuous, stating that a fee will be assessed against returned checks, any person who issues a check or other
draft to the merchant or place ofbusiness which is not honored for any of the following reasons upon presentment

is liable for all reasonable costs and expenses of collection:

(1) The drawer's account is closed;
(2) The drawer's account does not have sufficient funds; or

(3) The drawer docs not have sufficient credit with the drawee.

The costs and expenses provided for in this section are reasonable if they do not exceed thirty dollars plus any
applicable sales tax.

TENNESSEE

§ 47-29-102. Handling charge
When any check, draft, or order is not paid by the drawee because the maker or drawer did not have an account

with or sufficient funds on deposit with the financial institution, or the draft, check, or order has an incorrect or
insufficient signature thereon, the payee of such check, draft, or order is authorized to assess a handling charge

against such maker or drawer in an amount not to exceed twenty dollars ($20.00).

TEXAS

§ 3.506. Processing Fee by Holder of Dishonored Check

(a) On return ofa check to the holder following dishonor ofthe check by a payor, the holder, the holder's assignee,
agent, or representative, or any other person retained by the holder to seek collection of the face value of the

dishonored check may charge the drawer or endorser a reasonable processing fee ofnot more than $30.

(b) A person may not charge a processing fee to a drawer or endorser under this section if the fee has been
collected under Article 102.007(e) or 102.0071, Code of Criminal Procedure. Ifa processing fee has been collected
under this section and the holder subsequently receives a fee collected under Article 102.007(e) or 102.0071, Code
of Criminal Procedure, the holder shall immediately refund the fee previously collected from the drawer or

endorser.

(c) Notwithstanding any other law, a loan agreement made under Chapter 342, Finance Code, may provide ftrat on

return of a dishonored check given in payment under the agreement, the holder may charge the obligor un
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agreement the processing fee authorized by this section, and the fee may be added to the unpaid balance owed
under the agreement. Interest may not be charged on the fee during the term of the agreement.

(d) This section does not affect any right or remedy to which the holder of a check may be entitled under any rule,
written contract, judicial decision, or other statute.

UTAH
7-15-1 Definitions -Civil liability ofissuer -Notice ofaction - Collection costs -Exemptions.

(1) As used in this chapter:
(a) "Check" means a payment instrument on a depository institution including a:
(i) check;
(i) draft;
(iii) order; or
(iv) other instrument

(b) "Issuer" means a person who makes, draws, signs, or issues a check, whether as corporate agent or
otherwise, for the purpose of:

(i) obtaining from any person any money, merchandise, property, or other thing ofvalue; or
(ii) paying for any service, wages, salary, or rent

(c) "Mailed" means the day that a notice is properly deposited in the United States mail.

(2) () An issuer ofa check is liable to the holder of the check if:

(i) the check:
(A) is not honored upon presentment; and
(B) is marked "refer to maker";
(ii) the account upon which the check is made or drawn:
(A) does not exist;
(B) has been closed; or
(C) does not have sufficient funds or sufficient credit for payment in full of the check; or
(iii) (A) the check is issued in partial or complete fulfillment ofa valid and legally binding obligation; and
(B) the issuer stops payment on the check with the intent to:
(D) fraudulently defeat a possessory lien; or
(1) otherwise defraud the holder of the check.

(b) Ifanissuerofa check is liable under Subsection (2)(a), the issuer is liable for:
(i) the check amount; and

(i) a service charge of $20.
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(3) (a) The holder ofa check that has been dishonored may:
(i) give written or oral notice ofdishonor to the issuer ofthe check; and
(ii) waive all or part of tire service charge imposed under Subsection (2)(b).

(») Notwithstanding Subsection (2)(b), a holder ofa check that has been dishonored may not collect and the
issuer is not liable for the service charge imposed under Subsection (2)(b) if:

(i) the holder redeposits the check; and

(i) that check is honored.

(4) If the issuer does not pay the amount owed under Subsection (2)(b) within 15 calendar days from the day on
which the notice required under Subsection (5) is mailed, the issuer is liable for:

(a) the amount owed under Subsection (2)(b); and

(b) collection costs not to exceed $20.
(5) (a) A holder shall provide written notice to an issuer before:

(i) charging collection costs under Subsection (4) in addition to the amount owed under Subsection (2)(b);

or
(i) filing an action based upon this section.
(b) The written notice required under Subsection (5)(a) shall notify the issuer ofthe dishonored check that:

(i) if the amount owed under Subsection (2)(b) is not paid within 15 calendar days from the day on which
the notice is mailed, the issuer is liable for:

(A) the amount owed under Subsection (2)(b); and
(B) collection costs under Subsection (4); and

(ii) the holder may file civil action if the issuer does not pay to the holder the amount owed under
Subsection (4) within 30 calendar days from the day on which the notice is mailed.

(6) (a) If the issuer has not paid the holder the amounts owed under Subsection (4) within 30 calendar days from
the day on which the notice required by Subsection (5) is mailed, the holder may offer to not file civil action under

this section if the issuer pays the holder:
(i) the amount owed under Subsection (2)(b);
(i) the collection costs under Subsection (4);
(iii) an amount that:
(A) is equal to the greater of:
(1) $50; or
(1) triple the check amount; and
(B) does not exceed the check amount plus $250; and
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(iv) if the holder retains an attorney to recover on the dishonored check, reasonable attorney's fees not to

exceed $50.

) (i) Notwithstanding Subsection (6)(a), all amounts charged or collected under Subsection (6)(a)(iii) shall be
paid to and be the property of the original payee ofthe check

(i) A person who is not the original payee may not retain any amounts charged or collected under
Subsection (6)(a)(iii).

(iii) The original payee of a check may not contract for a person to retain any amounts charged or
collected under Subsection (6)(a)(iii).

(7) (a) A civil action may not be filed under this section unless the issuer fails to pay the amounts owed:

(i) under Subsection (4); and

(ii) within 30 calendar days from the day on which the notice required by Subsection (5) is mailed.

(b) Subject to Subsection (7)(c) and (d), in a civil action the issuer of the check is liable to the holder for:

(i) the amount owed under Subsection (2)(b);
(i) the collection costs under Subsection (4);
(iii) interest;

(iv) court costs;

(v) reasonable attorneys' fees; and

(vi) damages:

(A) equal to the greater of:

(D) $100; or

(13) triple the check amount; and

(B) not to exceed the check amount plus $500.

(c) If an issuer is held liable under Subsection (7)(b), notwithstanding Subsection (7)(b), a court may waive any
amount owed under Subsections (7)(b)(iii) through (vi) upon a finding ofgood cause.

(d) If a holder ofa check violates this section by filing a civil action under this section before 31 calendar days
from the day on which the notice required by Subsection (5) is mailed, an issuer may not be held liable for an
amount in excess o f the check amount.

(e) (i) Notwithstanding Subsection (7)(b), all amounts charged or collected under Subsection (7)(b)(vi) shall be
paid to and be the property of the original payee of the check.

(ii) A person who is not the original payee may not retain any amounts charged or collected under
Subsection (7)(b)(vi).

(iii) The original payee ofa check may not contract for a person to retain any amounts charged or
collected under Subsection (7)(b)(vi).

(8) This section may not be construed to prohibit the holder ofthe check from seeking reliefunder any other

applicable statute or cause ofaction.
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(9) (a) Notwithstanding the other provisions of this section, a holder ofa check is exempt from this section if:

(i) the holder:
(A) is a depository institution; or
(B) a person that receives a payment on behalf of a depository institution;

(ii) the check is a payment on aloan that originated at the depository institution that:

(A) is the holder; or
(B) on behalfofwhich the holder received the payment; and
(iii) the loan contract slates a specific service charge for dishonor.

(b) A holder exempt under Subsection (9)(a) may contract with an issuer for the collection offees or charges for
the dishonor of a check.

VERMONT
Undetermined.

VIRGINIA

§ 8.01-27.1. Additional recovery in certain civil actions concerning checks

A. In any civil claim or action made or brought against the drawer of a check, draft or order, payment of which
has been refused by the drawee dcpositoiy because of lack of funds in or credit with such drawee depository, the
holder or his agent shall be entitled to claim, in addition to the face amount of the check (i) legal interest from the
date of the check, (ii) the protest or bad check return fee, if any, charged to the holder by his bank or other
depository, (iii) a processing charge of$35, and (iv) reasonable attorney's fees if awarded by the court.

B. Any holder of a check, draft or order, payment of which has been refused by the drawee for insufficient funds or
credit, who charges the drawer amounts in excess of those authorized in subsection A on account of payment being
so refused shall, upon demand, be liable to the drawer for the lesser of (i) $35 plus the excess of the authorized
amount or (ii) twice the amount charged in excess ofthe authorized amount.

WASHINGTON
62A.3-515. Checks dishonored by nonacceptance or nonpayment; liability for interest; rate; collection costs and

attorneys' fees; satisfaction of claim

(a) If a check as defined in RCW 62A.3-104 is dishonored by nonacceptance or nonpayment, the payee or person
entitled to enforce the check under RCW 62A.3-301 may collect a reasonable handling fee for each instrument If
the check is not paid within fifteen days and after the person entitled to enforce the check or the person's agent
sends a notice of dishonor as provided by RCW 62A.3-520 to the drawer at the drawer's last known address, and if
the instrument does not provide for the payment of interest or collection costs and attorneys' fees, the drawer of the
instrument is liable for payment of interest at the rate of twelve percent per annum from the date of dishonor, and
cost of collection not to exceed forty dollars or the face amount of the check, whichever is less, payable to the
person entitled to enforce the check. In addition, in the event of court action on the check, the court, after notice
and the expiration of the fifteen days, shall award reasonable attorneys’ fees, and three times the face amount of the
check or three hundred dollars, whichever is less, as part of the damages payable to the person enforcing the check.
This section does not apply to an instrument that is dishonored by reason of a justifiable stop payment order.

(b)(1) Subsequent to the commencement of an action on the check (subsection (a)) but prior to the hearing, the
defendant may tender to the plaintiff as satisfaction of the claim, an amount of money equal to the face amount of
the check, a reasonable handling fee, accrued interest, collection costs equal to the lace amount of the check not to
exceed forty dollars, and the incurred court costs, service costs, and statutory attorneys' fees.

(2) Nothing in tliis section precludes the right to commence action in a court under chapter 1240 RCW for small

claims.
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WEST VIRGINIA
8 61-3-39¢. Notice of dishonor by payee; service charge
The payee or holder of a check, draft or order which has been dishonored because of insufficient funds or credit

may send notice thereof to the drawer of the check, draft or order. The payee or holder of anydishonored check
may impose a fee of up to twenty-five dollars a worthless check. This fee may not be imposedor collected after a
complaint for warrant has been delivered to magistrate court. No payee or holder of a check, draft or order which
has been dishonored because of insufficient funds or credit shall incur any civil or criminal liability for the sending
of a notice substantially in the form provided herein, other provisions of law notwithstanding. The form of the

notice shall be substantially as follows:

"You are hereby notified that a check, number issued by you on
(date of check), drawn upon (name ofbank), and payable to %Y(17) 27, has
been dishonored. Fursuant to West Virginia law, you have ten days from the
date of this notice to tender payment of the full amount ofthe check plus a
fee of $ (not to exceed twenty-five dollars a worthless check) to

the undersigned at......ccoouuvrrinnnn. You are further notified that in the

event the above amount is timely paid in full you will not be subject to

legal proceedings, civil or criminal.

(Signed)."

The provisions of this section do not authorize the making of any other written or oral threats of prosecution to
enforce or enhance the collection or honoring of the dishonored check, draft or order.

The holder or payee of any check, draft or order shall relinquish the check, draft or order to the maker upon tender
of the full amount due at any time before a complaint for warrant has been presented to magistrate court In the
event complaint for warrant has been presented to magistrate court, payment may be made only through the court
and any holder or payee unlawfully accepting payment after that time shall be liable for all costs which may be
imposed by the magistrate court in the matter, including all costs which may have accrued by the time the

magistrate court is notified of the payment.

WISCONSIN
403.414. Obligation of drawer
(D) This section docs not apply to cashier's checks or other drafts drawn on the drawer.

(2) If an unaccepted draft is dishonored, the drawer is obliged lo pay the draft according to its terms at the time
that it was issued or, if not issued, at the time that it first came into possession ofa holder, or if the drawer signed
an incomplete instrument, according to its terms when completed, to the extent stated in ss. 403.115 and 403.407.
The obligation is owed to a person entitled to enforce the draft or to an endorser who paid the draft under s.

403.415.

(3) If a draft is accepted by a bank, the drawer is discharged, regardless of when or by whom acceptance was
obtained.

(4) If a draft is accepted and the acceptor is not a bank, the obligation ofthe drawer to pay the draft if the draft is
dishonored by the acceptor is the same as the obligation ofan endorser under s. 403.415(1) and (3).

(5) If a draft states that it is drawn "without recourse" or otherwise disclaims liability ofthe drawer to pay the draft,
the drawer is not liable under sub. (2) to pay the draft if the draft is not a check. A disclaimer ofthe liability stated

in sub. (2) is not effective if the draft is a check.

(6) If a check is not presented for payment or given to a depositary bank for collection within 30 days after its date,
the drawee suspends payments after expiration of the 30-day period without paying the check, and because of the
suspension of payments, the drawer is deprived of funds maintained with the drawee to cover payment of the
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check, the drawer, to the extent deprived offunds, may discharge its obligation to pay the check by assigning to the
person entitled to enforce the check the rights ofthe drawer against the drawee with respect to the funds.

(7) A person who issues a check or other draft that is not honored upon presentment, because the drawer does not
have an account with the drawee or because the drawer does not have sufficient funds in his or her account or
sufficient credit with the drawee, is liable for all reasonable costs and expenses in connection with the collection of
the amount for which the check or draft was written, except recovery is not permitted under this section if a person
licensed under s. 138.09 or any other person collected or could have collected a charge for that check or other draft

under s. 422.202 (1) (d) or (2m).

WYOMING
81-1-115 Civil liability for unpaid checks.
(a) Any person who issues a check which is not paid because the check has been dishonored for any reason has

thirty (30) days following the date ofa written demand mailed to the drawer ofthe check by United States postal
service certificate of mailing at the address shown on the check or his last known address or personally served
pursuant to the Wyoming Rules of Civil Procedure, to pay to the holder ofthe check the amount of the check and a
collection fee not to exceed thirty dollars ($30.00). The demand shall state that the drawer is required to pay the
value ofthe check and the collection fee demanded and shall state the collection fee provided for in this section,

(b) Any person who fails to pay the amount of the check and the collection fee as set forth in subsection (a) of this
section within thirty (30) days following the date ofa written demand, mailed to or served on the drawer in
accordance with subsection (a) of this section, is liable to the holder of the check for three (3) times the amount of
the check, but in no case less than one hundred dollars ($100.00), a collection fee of thirty dollars ($30.00), and

court costs.

(c) In extraordinary cases, including cases in which the court determines that the party who wrote the check has
raised dilatory or bad faith defenses, the court may award the prevailing party reasonable attorney fees.

(d) Nothing in this section sliall prevent the criminal prosecution ofthe person who issues the check. However,
any payment made by the defendant to a victim pursuant to an order for restitution entered in a criminal case
pursuant to W .S. 7-9-101 through 7-9-112 or 6-3-704(b), shall be set off against anyjudgment in favor of the
victim in a civil action brought under this section arising out of the same facts or event

(e) A cause of action under this section may be brought in small claims court, if the amount ofthe demand does
not exceed the jurisdiction of that court, or in any other appropriate court.

(0 As used in this section, ""check,"” "drawee,” "drawer™ and "issue" have the same meaning as defined inW.S. 6-
3-701.

4040 WEST 70TH STREET, MINNEAPOLIS, MN 55435
TEL +1 (952) 926-6547 FAX +1 (952) 926-1624 E-MAIL ACA@ACAINTERNATIONAL.ORG
WWW ACAINTERNATIONAL.ORG

© 2003 ACA International. All Rights Resen'ed.
This information isfor the use o fmembers o fACA International (ACA) only. Any distribution, reproduction,
copying or sale ofthis material or the contents hereofwithout the consent 0 fACA is expressly prohibited.
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LaW INANY AREA. THIS INFORMATION ISNOT INTENDED AS LEGAL ADVICE AND MAY NOT
BE USED AS LEGAL ADVICE. IT SHOULD NOT BE USED TO REPLACE THE ADVICE OF YOUR

OWN LEGAL COUNSEL.

Page 33 of 34


mailto:ACA@ACAINTERNATIONAL.ORG
http://WWW.ACAINTERNATIONAL.ORG

DLRING ESSION

STATE CAPITOL

JUNEAU, AK99801-1182

(907) 465-4843 (800) 892-4843
FAX: (907) 465-3871

WEBSITE
www.akrepublicans.org/Bunde

Alaska is>tatc legislature

Senator Con Bunde

DLRING INTERIM
716 W FOURTH AVE

ANCHORAGE, AK 99501-2133
(907) 2690181

FAX: (907)269-0184

EVAIL
Senalor.Con.Bunde@legis.stale.ak.us

District P

VICE-CHAIR: SENATE FINANCE COMMITTEE
CHAIR: SENATE LABOR & COMMERCE COMMITTEE
MEMBER: LEGISLATIVE BUDGET &AUDIT COMMITTEE

Sponsor Statement

SB 299 Bad Check Charge

SB 299 seeks to clarify AS 09.68.115, the statute that pertains to "bounced checks"
and to clarify current law that leaves businesses vulnerable to litigation that
questions their costs for collecting on insufficient-funds checks.

Currently this statute does not allow aggrieved creditors or their agents to assess
afixed surcharge on bounced checks. This is problematic as the plaintiff must first
give the check writer an opportunity to "make good" on the bounced check plus
the "costs incurred by the plaintiff up to a maximum of $25, and then they must
also keep a separate ledger to track and defend their costs incurred in the

collection procedure.

Many states have statutes that allow creditors to assess a statutory penalty for an
insufficient-funds check. These fees go up to as high as $40 per check, and some
even charge interest rate per year that begins on the date the check was issued.

This bill proposes to impose a flat fee of $30 for a bounced check, which more
accurately reflects the cost of collecting on these bad checks and frees the creditor
from the burden of having to document "costs incurred"” on each bounced check.
Currently this fee can be up to, but no greater than $25. It is common practice for
banks to assess a flat $25 fee for bad checks and does not require them to send a
letter of notification or make a phone call.

Passage of SB 299 will make it less likely for the statute to be challenged and will
put Alaska on par with other states that specify a statutory penalty fee for bad
checks and lessens the burden currently placed on businesses as they attempt to
collect payment for goods they have already provided to their customers.

SPONSOR STATEMENT
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Letters of Support for SB 299



Testimony on SB 299
Senate Finance Committee
March 1, 2004

Chairman Wilken and members of the Senate Finance Committee, my name is Scott King
of Cornerstone Credit in Anchorage, and | am testifying today in support of SB 299.

The reason we feel this legislation is necessary is that a recent Superior Court decision in
Fairbanks will require a significant change in the way businesses collect on bad checks.
The decision, copies ofwhich | have provided to the Committee, would require that
businesses document and account for all costs incurred in attempting to collect on bad
checks in order to be able to collect the maximum $25 fee provided in Alaska Statutes.

Historically, our statute has been interpreted as allowing a maximum fee of $25 that
businesses are allowed to collect to help repay them for their costs of collecting on bad
checks. Those costs typically include bank fees for the merchants, personnel costs,
letters, telephone calls, accounting, documentation and/or the fees they pay collection
agencies to collect on bad checks. The effect ofthe decision would further require
businesses to keep track of each expense they incur before they would be permitted to
assess the bad check fee. This is obviously impractical and would further add to the costs

of collection.

SB 299 would make two simple changes to AS 09.68.115. The first and most important
is to eliminate the words “for costs incurred” from our statute so it is clear that the bad
check fee is the amount a business is entitled to collect for the harm incurred by the bad
check.

The second is to raise the $25 fee to $30 to bring it more in line with other states and to
compensate for inflation as our $25 fee has been unchanged at least during the 18 years
that | have been in business in Alaska. | have also provided the Committee with a copy
of a summary of other state statutes dealing with bad check fees for your information.

Cornerstone has over 2,000 business clients in Alaska which are directly affected by the
court decision. We are one of the main collection agencies that provide this service for
businesses who do not wish to handle this problem on their own. Businesses which
choose to collect bad debts themselves are equally affected and will be burdened

similarly.

We have provided copies of many letters in support of SB 299 from Alaskan businesses
and expect to receive many more as they become aware ofthe problem created by the

court decision.



I would like to thank the Chairman and the Committee for taking the time to consider this
legislation and urge your support. 1'd be pleased to answer any questions that you may

have for me today.



The Voice of Small Business®

ALASKA

N ational Federation oflndependent Business
Statement of Support for SB 299

Bad Check Fee

February 16,2004

The Alaska Chapter of the National Federation o f Independent Business has 2,500
members, making it the largest small-business advocacy group in the state.

NFIB supports SB299 to remove language from the current law that has been interpreted
to require a business to document the costs of collecting bad checks. The proposed
legislation simply states that the amount o f the check plus $30 can be collected for bad
checks. The language referring to “costs incurred” has been removed.

Bad checks are a real problem for many businesses and they should not be burdened with
additional paperwork in order to charge a fee for these checks. We encourage your quick

action in passing this legislation.

Vote YES on SB 299

Submitted by Thyes Sliaub on behalfofNFIB/Alaska.

National Federation of Independent Business - ALASKA
217 Second St., Suite 206 * Juneau, AK 99801 « 907-463-5118 * Fax 907-463-5128 « www.NFIB.com


http://www.NFlB.com
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Senator Con Bunde, Chairman _ Anchorage Alaska 93502

Senate Labor and Commerce Committee

Alaska State Capitol, Rm. 506 307-864-1018
ftr 907-563-208

Juneau, AK 99801
Rc; Senate Bill 299

Dear Senator Bunde,

I am writing on behalfof Alaska Communications Systems (ACS) to request your
support for the passage of Senate Bill 299. The current bad check statute allow us to
collect up to $25 to cover “costs incurred” for collecting a bad check. This creates an
accounting burden on business to track and record costs of collection, instead of
assigning a fixed penalty to the person writing the bad check. The proposed change in the
statute would set a reasonable handling fee that is not subject to challenge.

Please help Alaska businesses by eliminating the requirement to document the costs of
collecting bad checks. Many other states have removed this administrative burden by
simply assigning a fixed penalty.

On behalfofACS, | strongly urge you to support SB 299 to make this simple change.

Sincerely,

ACS Sr. Manager, Billing & Collections
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February 17,2004

RE  SeriateBill 299

Senator Con Bunde, Chairman

Senate Labor and Commerce Conmittee

Alaska Stare Capitol, Rm 506

Juneau, AK 99201

Dear Senator Bunce:

I amwwriting on behalf ofthe University of Alaska to request your support for the passage
of Senate rIIB%II 299, The current bad check statute allows us to collect up to $25 to cover
“coets incurred" for collectinga bad check. This creates an accounting burden on
businesses to track and record costs ofcollection, inaiead of assigning a fixed penalty to
the person wwriting the bad check. The proposed change inthe staixe would set a
reasonable handling fee that is noi sulbject to challenge.

Please help Alaska businesses by eliminating the recuirement to document the costs of
collecting bad checks. Vany other states have removed this administrative burden by

sinyply assigning a fixed peralty.

On behalfof university business officers, | strongly urge you to support SB2(® to make
this simple change.

Sincerely,

Randy L W\eaver, CPA
Controller

Sent via fax (907-465-3871)
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Tanana /
Valley 7y
Clinic

MSi?cquEE9ca| Care

Senator Con Bunde
Alaska State Capitol, Rm 506
Juneau, AK 99801

February 26, 2004
Re: Senate Bill 299

Dear Senator Buncle:

Our clinic is supporting the passage of Senate Bill 299. Our current statute
allows us to collect up to $25 to cover “costs incurred” for collecting the bad
check. The problem is that this creates an accounting burden for businesses to
track and record all costs instead ofassigning a fixed penalty. The proposed
change in the statute would set a reasonable handling fee that is not subject to
challenge. That’s the way many other slates deal with the same problem.

Alaska’s physicians should not have the additional burdens placed upon them
by having to document costs incurred to collect their bad checks.

We urge you to support SB 299.

Tliank you, Vv

v N~ L LNV~ Ccw
Brian Slocum, FACMPE
Clinic Administrator

cc. Representative Nick Slepovich
Senator Gary Wilkcn

Bs
Rk

1001 Noble Street « Fairbanks, Alaska 00701
(007) 459-3500 « Fax (907) 459-3583
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February 16,2004

Senator Con Bunde
Alaska State Capitol Room 506
Juneau, AK 99801
VIA FACSIMILE: 907-465-3871

RE: Senate Bill 299

Senator Bunde,

| would like to go on record supporting the passage of Senate Bill 299. Our
current bad check statute allows us to collect up to $25.00 to cover “costs
incurred” for collecting tne bad check. The problem Is that this creates an
accounting burden for businesses to track and record all costs instead of
assigning a fixed penalty. The proposed change In the statute would set a
reasonable handling fee that is not subject to challenge. That's the way many
other state deal with the same problem.

Alaska’s businesses should not have additional burdens placed upon them by
having to document costs incurred while trying to collect their bad checks.

We strongly urge you to support SB 299 to make this simple change.

Respectfully Submitted,

FAX 907-261-9141

e-mail: lIlaeckel@sbsalaska.com

Data Center, P.0. Box 99060, Anchorage, Alaska 99509-9060
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D.of Alaska Inc

1345RUDAKOF CIRCLE SUITE 102 ANCHORAGE, ALASKA 99508
PHONE: 333-6776 FAX: 338-2690

February 16,2004

Senator Con Bunde
Alaska State Capitol, Rm 506
Juneau, AK 99801

RE: Senate Bill 299

Senator Bunde:

As the owner of Denny’s Restaurant in the State of Alaska, | want to go on record
supporting the passage of Senate Bill 299. Our current bad check statute allows us to collect
up to $25 to cover “costs incurred” for collecting the bad check- The problem is that this
creates an accounting burden for businesses to track and record all costs instead of assigning
a fixed penalty. The proposed change in the statute would set a reasonable handling fee that
is not subject to challenge. That'’s the way many other states deal with the same problem,

Alaska’s businesses should not have additional burdens placed upon them by having to
document costs incurred to collect their bad checks.

We strongly urge you to support SB 299 to make this simple change.

Presidenc

cc. Shelly Ryan
Corner Stone Credit Services
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Davidson Enterprises
P.O. Box 241528
Anchorage, Alaska 99524
907-561-6036
Fax 907-561-6075

Senator Bunde:

I want to go on record supporting the passage of Senate Bill 299. Our cun-cnt bad check statute ullows us to
collect up to S25 to cover "costs incurred” for collecting the bad check. The problem is that this creates an
accounting burden for businesses to track and record all costs instead ofassigning a fixed penalty. The
proposed change in the statute would set a reasonable handling Icc that is not subject lo challenge. That's
the way many other states deal with the same problem.

Alaska's businesses should not have additional burdens placed upon them by having to document costs
incurred to collect their bad checks.

We strongly urge you to support SB 299 to make this simple change.

Sincerely. Michael Davidson
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February 16,2004

Senator Con Bunde
Alaska State Capitol, Room 506
Juneau, AK 99801

RE: SENATE BILL 299

Dear Senator Bunde:

I want to go on record as supporting the passage of Senate Bill 299. Our current bad
check statute allows us to collect up to $25 to cover “costs incurred” for collecting the
bad check. The problem is that this creates an accounting burden for businesses to track
and record all costs incurred instead of assigning a fixed penalty. The proposed change
in the statute would set a reasonable handling fee that is not subject to challenge. That's

the way many other states deal with the same problem.

Alaska’s businesses should not have additional burdens placed upon them by having to
document costs incurred to collect their bad checks.

We strongly urge you to support SB 299 to make this simple change.

Very truly yours,

Ada P. Bower
Controller

Frontier Hying Sorvice, Inc. « 5245 Airport Industrial Road» Fairbanks, Alaska 99709« (907)450-7250
fax (907)450- 7238w fronlierfivino.com
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EXPRESS
W ILLIAMS EXPRESS INC.

February 12, 2004

Senator Con Bunde
Alaska State Capitol, Rm 506
Juneau, Ak 99801

Re: Senate Bill 299

Dear Senator Bundk,

It istime for us to meke a change inthe way our statutes address handling fees for bad
checks. Alaska statute allows businesses to charge up to $25.00 to cover ““costs incurred”
\6. other states assigning a reasonable handling fee that is not up to challenge. Cur
mem creates the unnecessary accounting burden of tracking, recording and

menting costs incurred in order I0collect oil bad checks.

| want to go on record supporting the passage of Senate Bill 299 and | strongly urge you
to supportthis change.

Respectfully

TOO® XVJ TO =0T IHd t-0/ET/Z0
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L & J ENTERPRISES INC.dba/THREE BEARS
10575 Kcnai SpurHwy. Kenai, A K 99611 Ph. (907) 283-6577 Fax (907) 283-6576

February 16 2004

Senator Bunde:

| would like to ﬁo on record supporting the passage of Senate Bill 299, Our current bad
check statute allows us to collect up to $25to cover “costs incurred” for collecting the bad
check. The problem is that this creates an accounting burden for businesses to track and
record all costs instead ofassigning a fixed penalty. The proposed change in the statute
would set a reasonable handling tee that is not subject to challenge. That’s the way many

other states deal with the same problem.

Alaska’s businesses should not have the additional burdens placed upon them by having to
document costs incurred to collect their bad checks.

We strongly urge you to support SB 299to make this simple change.

Sincerely,
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chorage “THOMAS P.VASILEFF, .0
. RICHARD D.MCEVOY.M.D.
Fracture &. »ADRIAN B, RYAN. M.D|
) *DAVIS C. PETERSON, M.D.
Orthopedic «STEPHEN S. TOWER, M D.
*LESLIE P, DEAN, M.D.
Clinic *GEORGE D. RHYNEER, M.D.
UPSHUR M-SPENCER, M.D.
3260PROVIDENCE DR., SUITE 200 Diplomats* American Board ofOrthopaedic Surgery
ANCHORAGE, ALASKA 99508 Fellows American Academy of Orthopaedic Surgeons
(907) 563-3145 « FAX 561-3967
February 12,2004
Senator Con Bunde FAXED 907-465-3871
Alaska State Capitol, Rm 506
Juneau, AK 99801
RE  Senate Bill 299
Dear Senator Buncke:

Qur clinic would like to go onrecord insupport of Senate Bill 299. Alaska’s current bad check
statute allows us to collect up to $25 to cover “costs incurred” for collecting the bad check. The
problem is that this creates an accounting burden for businesses to track and record all costs
Instead of assigning a fixed penalty. The proposed change in the statute would set a reasonable
handling fee that is not subject to challenge. That is the way many other states deal with the
same problem

Due to regulatory and compliance issues medical offices have dramatically increasing costs that
are combined with steadily diminishing reimburserents. It is growing more and more difficult
to collect payment for our services, and we feel that we, as well as other Alaska businesses,
should not have additional burdens placed upon us by having to document costs incurred to
collect bad checks.

W\ strongly urge you to support SB 299 to make this simple change.

Sincerely,

Beth A Balen, FACMPE
Administrator
907-261-7135

AL
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THE ALASKA CLUB

February 12.2004

Senator Con Bunde
Alaska State Capitol, Room 508
Juneau, Alaska 99801

Re: Senate BHI209

Dear Senator Bunde:

Iwant to go on record supporting the passage of Senate Bill 299. Our current
bad check statute allows us to collectup to $25.00 to cover "costs incurred” for
collecting the bad check. The problem is thatthis creates an accounting
burden for businesses to track end record all costs instead ofaSSIJNINg a fixed
penalty. The proposed change in statute would seta reasonable handling fee
that is not subject to challenge, That's the way many other states deal with the

same problem.

Alaska’s businesses should not have additional burdens placed upon them by
having to document costs incurred to collect their bad checks.

We strongly uige you to support SB 269 to make this simple change.

Vice President of Administration & Finance
The Alaska Club
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