#26 10/24/Th

Memorandum Th-66
Subject; Study 26 - Unclaimed Property

You will recall that the Commission submitted a recommendation relate
ing to escheat of amounts held by sellers on account of travelers checks
and money orders to the 1973-74 session. The recommendation contained &
Jolnt Resolution urglng enactment of federal legislation (which was adopted
by the California Legislature) and a revision of the California Unclalmed
Property law {which was held up avaiting federal developments).

On October 10, 1974, the United States Congress passed and sent to the
Pregident legislation to provide rules governing which state may escheat
amounts held by sellers on account of travelers checks, money orders, and
similar written instruments. The staff has prepared the attached recommen-
dation which proposea conforming revisions in the California Unclaimed
Property Iaw. We have sent a' copy of the recommendation to the representa-
tive of American Express and to the office of the State Controller for
review and comment.

We suggest that the Commission approve the attached recommendation for
inclusion 1n our Annual Report and that the conforming legislation he sub-
mitted to the 1975 Legislature. The changes are technical and should give
rise to no objections. In the unlikely event that significant problems are
discovered in the proposal by American Express or by the office of the
State Controller, we will not include the recommendation in our Annual Report
and bring the matier back for consideration by the Commission

We attached two coples of the recommendation. TFlease mark your editorial
changes on one copy and return it to the staff at the November meeting.

Respectfully submitted,

John H. JeMoully
Executive Secretary
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LETTER OF TRANSMITTAL

The California Ynclaimed Property Iaw (Code of Civil Procedure Sec-
tion 1500 et seg.)wae eracted in 1968 upon recommendation of the Law Re-
vieion Commnlssion. Hee Recommendatlon Relsting to Becheat, 5 Cal. L.
Revision Comm'n Reports 1001 {1987 ). The Commission continmued this topic
on ite egenda with a view to reviewing the experience under the 1968 stat-
ute and subinitting recommendations fer.any needed revisions. See Resolu-
tion Chapter 22 of the Biatutes of 1972.

The Commlsslon eubmitited & recopmendatlon to the 1973 seswslon of the
leginlature 2e a result of the Commiszion's study of the effect on the
Unclaimed Property law of the decislon of the United Btates Supreme Court

in Pennsylvenia v. New York, 407 U.8. 206 (1972). Bee Recomenda%? Re-
W—mma Property, 1l Cal. L. Revision Comz'n Reports
3

A Joint Resolution~--memorializing the President and the Congress
of the United States to enact federal leglslation that would provide
rules determining which atate is entitled to epcheat sums payable on
travelers checks, money orders, and similar written instruments--wag
adopted by the lLegislature as & result of the Commission's recommendation.
Revision of the Californis Unclaimed Property lIaw also wae recommended,
but the Commission did not push for enmactment of this legislation since
it determined to await federal developments.

[H.R. 11221] bas been paseed by the United States Congress and was
signed by the President on [date]. This law provides rules governing
which state is entitled to escheat amounts held on account of travelers
checks, money orders, and similar written instruments. The Commission
haw studied the new federal law end submits this recommendation for can-
forming revisions in the California Unclaimed Property law.

Respectfully sulmitted,

Mare Sandstrom
Chairman



RECOMMENDATION OF THE CALIFORNIA IAW REVISICN COMMISSION
relating to
ESCHEAT OF AMOUNTS HELD ON ACCCUNT OF TRAVELERS CHECKS, MONEY

ORDERS, AND SIMITAR INSTRUMENTS

The California Unclaimed Property Lawl provides a comprehensive scheme
for the escheat to the state of various kinds of unclaimed personal property,
including amcunts held by sellers on account of travelers checks, money
orders, and similar instruments. If the owner of a travelers check or
money order has failed to cash it for a specified period of time, the
statute requires the seller to report this fact to the State Controller.
Subsequently, the amount held by the seller on account of the travelers
check or money order is transferred to the custody of the State Contreoller
who then holds it subject to the claim of the owner. Little of such prop-
erty is ever reclaimed by the persons entitled to it.

In Texas v. Hew Jersey,a the United States Supreme Court held that

only one state may escheat intangitle personal property even though the
holder of the property may be subject to the jurisdiction of several states.
The court ruled that (1) the state of the last known address of the owner

as shown by the records of the holder may escheat intangible personal property3

1. Chapter 7 (commencing with Section 1500} of Title 10 of Part 3 of the
Code of Civil Procedure,

2. 379 U.S. 674 (1965).

3. If the state in which the owner had his last known address (as shown by
the records of the holder) does not provide for the escheat of un-
claimed property, the state where the holder i1s domiciled mey escheat
the property subject to a claim of the former state if its law later
provides for the escheat of such property.
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and {2) if the records 4o not anow en ediress of the owner, the property

' L
may be escheated by the state where the holder is domiriled. in Penne-

a8
sylvania v. New York,” the Uniied States Supreme Court held that eschest

of amounts held by Westerr Unlon on cccount of money orders le governed

by the rules set forth in Texas v. Hew Jersey. In Penneylvania v. New

York, & mumber of stetes proposed that guch amounts should eschept to the
states where the money orders were purchased, but the court refused to make

any exceptlone tc Texus v. New Jersey.

6
In 1973, the law Revislon Commission recommended revisiona toc con-

form the Californis Unclaimed Property Iaw to the holding in Pennaylvania

v. New Jersey and thus sesure that California would recelve the property it

wag entlitled to escheat under that decision. The Commission alasc stated
its belief that the enactment of federaml leglslation offered the best longe
range solution to the problem of which state is entitled.to eacheat sums
held by the seller on account of travelers checks and money orders and
recomnended that the Callfornia Legislature adopt & Joint Resolution memo-
rializing the President and the Congress of the United States to enact
legislation to provide appropriate rules governing the escheat of sums pay=

able on money orders, travelers checks, and simllar written instruments.

4, In capes falling in the second category, if snother state proves that
the laast known address of the owner actually was within its borders,
that state may eschest the property apd recover it from the holder
or from the state that firet escheated it.

5. hHOT U.8. 206 (1972).

6. Recommendetion Relsting to Unclaimed Property, 11 Cal. L. Revision
Comm'n Reports WOL (1973).
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The Joint Resclution recommended by the Commission was adopted by the

Legislature.T

Recause the United States (Congress was considering legis-
lation that appeared to have a good chance for enactment, the Cowmission
decided not to push for enactment of the recommended revision of the
California Unclaimed Property lLaw.

[cite federal statute] was passed by the Congress and signed by the
President on [date}. This new federal statute (set out immediately follow-
ing this recommendation) prescribes rules that determine which state is
gntitled to escheat sums held by the seller on account of travelers checks,
money orders, and similar written lnstruments. The Commission has reviewed
the new federal statute and makes the following recommendations to conform
the California Unclaimed Property law to the federal statute:

(1) Section 1511 of the Code of Civil Procedure, which creates a pre-
sumption that the state in which & travelers check or money order.was pur-
chased 1s the state of the last known address of the apparent owner {(absent
an address being shown on the records of the holder}, should be repealed.

This presumption is contrary to the holding in Pennsylvania v. New York,8

and is Inconsistent with the rules stated in the new federal statute.

(2} A new section, ‘o be rumbzred Section 1511, should be enacted
that codifies the rules stated in the new federal statute. This will assure
that California will receive the property it 1s entitled to escheat under
that statute. Technical conforming amendments should be made to Sections

1530, 1542, and 1581 of the Code of Civil Procedure.

7. Cal. Stats. 1973, Res. Ch. 76.

8. k07 U.S. 206 {1972).



The Commission's recommendations would be effectuated by enactment

of the following measure:

An act to amend Sections 1530, 1542, and 1581 of, to =dd Section 1511

to, and to repeal Section 1511 of, the Code of Civil Procedure,

relating to the escheat of travelers checks, money orders, and

gimilar instruments.

The people of the State of (alifornia do enact as follows:

Section 1. 8Section 1511 of the Code of Civil Procedure is repealed.

2L11---For-the-purposes-ef-Beetion-1530y-vhere-the-reserds~of-the
helder-do-pet-shew-a-1ast-frewn-address-of-the-apparent-evner-of-a
trayvelerg-cheek-or-roney-ordery-iE-is-presumed-shat-the-stase-in-whish
the-travelers- ehesk-or-money-order-vas-purchased-is-the-state-of-the
iaat-kaown-address-of-the-apparent-owher- - -This-presumption-16-a-presump-

tign-a8ffeesing-the-burden-of-preafs

Comment. Section 1511 is repealed because the presumptlon created

by the section is contrary to the holding in Pennsylvania v. New York,

407 U.8. 206 (1972), and because the section is inconsistent with sub-
sequently enacted federal legislation. See [H.R. 11221 - Depository

Institutions Amendments of 1974].

Sec. 2. 8ection 1511 is added to the Code of {ivil Procedure, to
read:

1511. {a) Any sum payable on & money order, travelers check, or
other similar written instrument {other than a third-party bank check)

on which a bugsiness association is directly liable, escheats to this



state under this chapter 1f the conditions for escheat stated in Sections
1513 through 1521 exist, and if:

(1) The books ani records of suck business assoclation show that
such money order, travelers check, or similar writien instrument was
purchased in this state.

{(2) The business association has its principal place of business in
this state and the books and records of the business association do not
show the state in which such money order, travelers check, or similar
written instrument was purchased.

(3} The business association has its principal place of business
in this state, the books and records of the business association show the
state in which such money order, travelers check, or similar written
instrument was purchased, and the laws of the state of purchase do not
provide for the escheat of the sum payable on such instrument.

(b) Notwithstanding any other provision of this title, this section
applies to sums payable on money orders, travelers checks, and similar
written instruments deemed abandoned on or after February 1, 1965, except
to the extent that such sums have been paid over to a state prior to
Jamuary 1, 1974. For the purposes of this subdivision, the words "deemed
abandoned" have the same meaning as those words have as used in Section

604 of the Depository Institutions Amendments of 1974 [H.R. 11221].

Comment. Section 1511 adopts the rules provided in federal legisla-
tion which determines which state is entitled to escheat sums payable on
money orders, travelers checks, and similar written instruments. See

Sections 603 and 604 of [cite federal statutel.



Sec. 3. Hectien 1930 of the Jode of Clvil Procedure is amended
o read:
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Comment. Section 1530{b}{1) ls amended to conform tc Section 1511
which provides for escheat to the state where the travelers check, money

order, or similar instrument was purchzsed. BSee also Section 1581 {meller
to maintain record ghowing state where travelers check , money order , or
similar inetrument was purchased)}.
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Sec. 4. Bection 1542 of the Code of Civil Procedure is emended

o read:
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gtated in Section 1311.
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APFLIGABIFATY
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