HB 72

Department of L egislative Services
Maryland Generd Assembly
2005 Session

FISCAL AND POLICY NOTE

HouseBill 72 (Chairman Environmenal Matters Committee)
(By Request- Departmental — Trangortaton)

EnvironmentalMatters

Motor Vehicle Administration - Dishonored Check Fees

This depatmentd bill incresses the minimum amount of the Motor Vehicle
Administration (MVA) service chargefor a dishonoredcheckfrom $25 to the specfied
collection fee for a dishonor@d check under the Commercia Law Article, which is
currently $35. The servicechargewould be the greaer of $35 or 10% of the amountof
the check.

Fiscal Summary

State Effect: TrangortationTrust Fund (TTF) revenueswvould increaseby $75,000in
FY 2006 due to the increagd fee for dishonoredchecks. Future years reflect
annualzation. TTF expenditurescould increaseminimally in FY 20060only for compuger
programnng changes

(indollars) FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
SFRevenue $75,000 $100,000 $100,000 $100,000 $100,000
SFExpenditure - 0 0 0 0
Net Effect $75,000 $100,000 $100,000 $100,000 $100,000

Note:() = decrease; GF = general funds; FF = federal funds; SF = special funds; - = indeterminate effect

Local Effect: None.

Small Business Effect: The MarylandDepatmentof Trangortaion hasdeermine that
this bill has minimal or no effect on smal business (attached). Legislative Sewices
concurswith this assesment.



Analysis

Current Law: When a checkis dishororedby the bank,the MV A is entitledto collect a
servicechargeof the greaterof $25 or 10%of the ched’ s value

Background: The MVA wasgrantedauthorty to collecta service chagefor dishonored
checksin 1957. The minimum fee was increasd to $25 in 1991. In fisal 2004
approximaely 10,000 checkswritten to the MV A were returnedby the bank becauseof
insufficientfunds.

The MVA advisesthat while it hasthe stautory authoity to collect a service chargeof

10% of the anmount of the dishonoredcheck,in practice it neverdoesso, and that the

currentsavice chargeof $25is insufficientto coverthe cogs imposedby a dishonored
check. This bill would allow the MVA to chage the same collection fee as other
businesses.

State Fiscal Effect: TTF revenueswould increaseby $75,000in fiscal 2006 which
accouns for the bill's Octoberl, 20 effecive dae. Thisincreasan revenus is dueto
the $10 increase in dishonoredcheck feesand assimes that the MVA receives 10,000
dishonoredchecks in fiscal 2006 the MVA collects a sevice chargeof $35 on all

dishonoredchecks,andtha threequartes of thos checksare recaved after Octoberl.

Asauming that the number of dishonorel checksremans consant, revenueswould
increaseby $100,000annually begnningin fiscal 2007.

TTF expenditurescould incresse by $7,500in fiscal 2006 only, the costof onetime in-
house compute reprogranming to refled the changein the dishonoed check fee.
Legslative Services advises tha, if other legidation is pasgd requiing compuger
reprogamming change, economies of scalecould be realized. This would redue the
costsassociatedavith this bill andotherlegidation affectingthe MV A sysem

Local Fiscal Effect: This bill would only affectlocalgovernmentshatsubmitcheds to
the MVA thatare dishonored Liability would increaseby no more than$10percheck.

Small Business Effect: This bill would only affectbusinesesthat submitchecksto the
MV A thatare dishonored Liability wouldincreas by no morethan$10percheck.

Additional Information

Prior Introductions; None
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CrossFiles None

Information Source(s): Maryland Depatment of Transporation, Departnent of
Legislative Savices

Fiscal NoteHistory:  FirstReackr- January21,2005

maniljm

Analysisby: NoraC. McArdle DirectlInquiriesto:
(410)946:5510
(301)9705510
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