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#26 5/19/66
Memorandum 66-20

Subject: Study 26 - Escheat

You will receive with this memorandum a tentative recommendation proposing
& revislon of California's existing Uniform Disposition of Unclaimed Preperty
Act, the enactment of an unclaimed property compact, and a revision of Probate
Code Section 231. You will also receive with this memorandum a study prepared
by the Harvard Student Legislative Research Pureau relating to the Uniform
Act and the impact upon that zet of the Supreme Court's decision in Texas v.

ng dersey. The study contains a draft statute on unclaimed property which

-ﬁé relied on to a coneiderable extent in prepering the tentative recommendation,

Before preparing the tentative recommendation, we prepared a draft statute
which would have incorporated the proposed Harvard statute into the existing

California stetute. We submitted this to the Controller and to the Attorney

General and splicited their corments, Attached 4o this memorandum as Exhibit I
(pink pages) is a letter from the State Controller cosmenting on that draft.
Attached to this memorandum as Exhibit II (yellow pages) is a letter from the

Attorney General commenting on that draft, Those lotters are attached because they

rgise certain questions relating to the accompanying tentative recommendation
th;i.ycu should consider. Exhibit III {green pages) is a proposed interstate
compact relating to the disposition of unclaimed property that has been
prepared by the National Associstion of Attormeys General.

You should read the accompanying material first. You must then decide
whether to recommend the statute contained in the tentative recommendation
upon the basls of the information you have. We believe the problem created

by Texas v. New Jersey to be primarily a drafting problem. We do not believe

that an extensive research study is necessary to determine the drafting
changes that must be made. Similarly, we believe that one can determine all
that it is possible to know concesw ag the ramificatlions of the Nolan case
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and the impact upon that case of Texas v. New Jersey from the msterials that

you have. We do not believe that it 1s necessary to have an extensive
research study to determine the rather narrow pollcy questions presented
by the judicial decisions in this area. If you do not concur, and belleve
that a research study is needed on any or all of the policy problems
involved, 1t seems unlikely that we will be able to recommend the proposed
legislation to the 1967 session (or for that matter to the 1969 session).
There is not time enough for such & study to be prepared and considered
before the 1967 session begins and we will be devoting all our time thereafter
o eminent domain end inverse condemnstion.

If you decide to go forward with the recommendstion, you should consider
the following specific matters:

Section 1501(b), (g), and (h)

The existing California abandoned property statute excludes a "utility"

from its definition of a person. A4t least, this seems to be what it is

trying to do. BSection 1501{g) says that "person" does not include a utility
and Section 1501(h) then states “hat a "utility means "any person who . . . "
This somewhat circular language was probably intended to exclude utilities
from the scope of the unclaimed property act.,

This blunderbuss method of excluslon creates problems. If a utility
is not & person it cannot be a holder. If it cannot be & hoelder, 1t is not
required to report unclaimed dividends, unclaimed shares, unclaimed
principal and interest on bonds, or any other unclalmed property that is
indistingulshable from any other unclaimed property in the hands of any
other private corporation. We suspect that the exemption was probably he
intended to cover refunds such as those that were ordered by the Public
Utilities Commigeion 1n the case of the telephone and the gas companies. If
those refunds are excluded frov: this act, the Public Utilities Commission can

then order their distribution to '’ ~ present customers of the company in
. -




(.,, necordance with its present practice.

Accordingly, we added a subdivision to Section 1582 to exempt such
refunds and we deleted the language excluding a utility from the definition
of & person, a holder, and a business association. This exclusion leaves
deposits to guarantee payment for services that are left behind when &
customer Jdeaves as escheatable property under the act, It also leaves
dividends, shares, wage claims, and bond claims as escheatable property
under the act. |

We ﬁafe communicated with the Public Utlilities Commission to determine
the preeise purpose of the exclusion which was added in 1959, but we have

not as yet discovered what the precise purpose was.

ﬁfsg;%;ga 1511(a), (b), -and (d)

- The State Controller raises a question concerning the suthorization

h for a holder to deduct "reassonable charges." He reports that whether s charge
is lawful or reagsonable has been subject to dispute with some holders. He

had no suggestion to solve the problem, nor do we have any.

Section 1530 {&)

The State Controller suggests that this subdivision be retained.
Since the subdivision is of temporary value only, we have attempted to preserve
it by the uncodified Section 47 of the proposed statute.

Section 1531 {d)

We accepted the State Controller's suggestion that the holder be
relieved from sending notices to owners. We substituted, however, a duty on
the part of the Controller to mail a notice to all owners of more than $10.
Uader the previous statute, the Controller did not have 4o send notice to

' anyone owning less than $25. This revision will provide mailed notice to

everyone entitled to recover any of the eschegted property.
-3-




Section 1533 (d)

Both the Controller and the Attorney General suggested the addition
of a separate section stating the rule in subdivision (d}. We d4id not
see the need for any separate gection.

Section 1550

The Cocntroller objects to a permeanent escheat provision st the present
time. He wants to swait & decision on pending litigation. We #0 not
believe that the fact that litigation is pending sbould affect the rule
one way or another.

The Controller also suggested eliminating some of the details required
tc be in the published notice of permanent escheat. When he made the
suggestion, Section 1551, providing for administrative escheat, had not
been formlated. The greatly simplified procedure for the administrative

escheat of property worth $1000 or less seems to us to meet the problems

- involved in Section 1550.

Respectfully submitted,

Joeeph B. Harvey
Assistant Executive Secretary
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ALAN CRANSTON
CONTROLLEN

Qouctraller of the State of Uslifornia

SACRAMENTO

April 29, 1966

/Hotes References in letter are to a drafh of
“legislation that has been supersedsd by the
tentative recormendation attached to Memorsndun
66=20, References to the provisions in the
tentatimw recomrendstion are SuNakitwominciwe
kivoew indicated in brackets or by awhbkiiomx
Mr. dohn H. DeMoully inserts on letter,/
Executive Secretary
California Law Revision Commdssion
Room 30, Crothers Hall
Stanford University
Stanford, Califormia 94305

Dear Mr. DeMoully:

The following are our comments on the materials forwarded with your
letter of February 7. {Unless otherwise noted, refersnces are to revised
sections and subsections.} '

$% 1501(a) and (d):[50 (@) ard (d)J

The comment on page 12.0.1,’ the Harvard Law Review article states that
the revised definition of banking organization “enlarges the Uniform Act's
category . . . to include national banks.?

- Our law presently defines banking organization to include "any bank.*
This broad definition applies to national banks, and such banks have been
reporting and remitting unclaimed property without question.

Revision of the definition may be desirable as a clarification of
existing law, but any implication that the revision "enlarges® the category to
inciude national banks not otherwise included, would appear 10 be inadvisable,
particularly in view of pending litigation involving a national bank.

This comment also appliea as well to the revised definition of
financial orgamization in subsection({d)) to include federal savings and loan
assoclations. . _ Cf‘f)

Perhaps thé clause "faderal or state" should be located in subsectlions
{a} and %(&3 to preceds and refer to all types of institutions enumerated.
¢ .



Mr. John H. DeMoully “Za April 29, 1966

g 1so1(3): ( cmu‘}«'fed)

The proposed definition of "property" includes tangible personalty
located in this State. The only tangible perscnmal property now subject to
the Act is received as part of the unclaimed contents of safe deposit boxes.

Most other types of unclaimed personalty, of which we know, are
covered by special laws (e.g., Pswnbrokers, Financial Code § 21201, et seq.;
Innkeepers, Civil Code § 1861, et seq.; Warehouses, Clvil Code § 2081, et seq.).
Perhaps these areas need exploring to ses whether the Unclaimed Property Law
should cover excess sale proceeds after deducting expenses and liens realigzed
upon liguidation of properiy subject to such special laws.

We can see the possible advantage of having an omnibus clause to
covar any situation that night arise invelwving something of consequence.
However, our experience with the contents of safe deposit boxes indicates that
there would have to be selectivity, possibly administratively, 1n deciding what
would be worthwhile to receive. Otherwise, the administrative costs in holding
and disposing of the property would probably b? excessive.

1] é /7 1530
Changes proposed in the draft in §§{1502e), s and
relative to the types of personalty, will depend on the determlnation made
with respect to the definition of “persomal property." :
1(b), (b}, and (4): Ds‘m (4), (?)JI avd (...{,)J
The law presently provides several exemptionz applicable to utilities:

(1) A limited exemption in the last sentence of present § 1510(g)
with respect to unclainmed amounts transferred to eapital, surplus or undivided
profits with the approval of a regulatory or licenging authority.
- 5!53%

{2) The exsmption in present § 1526401‘ property in the official
custody of a municlpal utility district.

(3) The omnibus exemption for s utility defined in present § 1501(h)
by reason of the express exclusions in the definitions of Ybusiness association
and “person.”

The omnibus exemption was not contained in the unclaimed property
bill when first latroduced at the 1959 Regular Session, but was amended into
the bill during its legislative course.

The lLaw Revision Commission may wish to review the basis for continuing
the omnibus exemption, or at least the extent of such exemption, particularly
as it applies to wnclaimed stocks gnd dividends. For example, a utility company
domieiled in another state having an unclaimed property law (without a similar
exemption), would very likely be required to pay to that state the unclaimed
dividends of owners whose last knoun addresses are in Californla since such
property wonld be exempt under cur law.



Mr. John H. DeMoully - April 29, 1966

The proposed revision of the definition of "utility" would delete
the qualifying phrase “within this State.* 'The effect of such a change would
be to extend this omnibus exewption to all such utilities, regardless of
whether or not they operate in California.

3¢ 3502(s), (b) and (a)r [ 18771 (a), (L) and {n'.Z]

These provisions suthorizes a holder to deduct from unclaimed property
“reasonable' charges which may "lawiully be withheld.¥ This rather general
language was a mwatter of concern to us when the Aet was adopted in 1959, and
continues €0 be a problem. In zbsence of clear puidelines, whether a charge
is authorized by law or contract or whether the amount of the charge is
reasonable, have been matters of dispute with some holders.

At this time, we have no solution to suggest on how this situation
might best be resolved.

pasoe): [1530 4>

Revised subsection {e) would require a holder to mail a notice to the
last known address of each cwner whose ¢laim has not been barred by the statuta
of limitations.

This provision apparently will only apply to trust ltems since the
period of limitations would have run on most other items of property.

Though there would be no eéxpense to the State, it would appear that
requiring the holder to mail a commnication to each such holder would invalve
a duplication of sffort. The State must, in any event, mail a notice to the

last_inown address of every owner entitled ta property valued at $25 or more
1531 GA)
£150(e)s 1530 -539.]

: For the present, wa recommend that this subssction not be deleted.
Becanse of pending litigation, many initial reporis have not been fully processed,
and we believe that othexrs have not been filed. This subsection provides the
basis and extent of the reporting requirements for purposes of the holder's
initial report.

Until administrative action can be completed, which must await final
disposition of the pending litigation, this provision should be retalned.

85 1511(b)(#), (£)}(4), snd 1520.1: Uﬂ / (Jr)(q)J (5)(4)} and f_b"'jq]

At the present time, we are involved in major litigation testing the
Unclaimed Property Act. Eventually, the Act should be amended to provide for
escheat or some cut-off on elaims, but we suggest that the decjsion in this
regard be deferred until settlement of the litigation.



Mr. John H. DeMoully . April 29, 1966

§ 15]..].{ czz Egm ;ﬁfdfj

We recommend that this provision be delsted. There appears to be
no benefit or purpose in the requirement that a copy of the second published
notice be mailed to the holder, and it would involve additional administrative
expense 1o the State.

Items of property reported by a holder may be included in publications
in a number of counties and having different publication dates. Mailing each
holder copies of all publications centaining one or more items of property
reported by the particular helder, would present administrative problems without
corresponding benefift to the State, the holder, or the cwner.

g 1312 [7532]

Presently, the holder is reguired to remit property to the State
within seven months from the final dates for filing reports. We recommend that
this be changed to within six months from the filing dates. This will permit
the State to receive the property up to one month earlier, and will zvoid
remittances being received during the closing month of a fiscal year which
traditionally has 2 heavy workload.

gase): [7534 (4) ]

The extensive detailing in subssction (b) of the purposes for which
expenditures may be made from the abandoned property sccount, has been a
recurring source of difficulty. Various types of expemnses may be incurred which
do not clearly come within one of the enumerated purposes, such as reimbursement
of hold nnder § and expenses connected with holding public auctions
under j@(a) . @.

533

1560

To avoid this continuing problem, it is recommended that subsectior/™
be revised as follows:

*(b) All money in the abandoned property account
in the Unclaimed Property Fund is hereby continuously .
appropriated to the State Controeller, without regard to
fiscal years, for expenditure in accordance with law in
carrying out and enforcing the provisions of this chapter,
including, but not limited to, the following:

(1) For payment of claims allowed by the
State Controller under the provisions of this chapter.”

[Paragraphs 2 - &, incl., remain unchanged.]

sassla): [7540 (2)]

This section should be clarified by inserting the ward *net” before
Yproceeds" in the third line of subsection {(a). The owner may only claim the
amount remaining after deduciion of sale costs and the holder's charges.



Mr. Jobn H. DeMoully -G April 29, 1966

gxna: (7540 (4) |

The proposed revisions would require a formel hearing whenever
requested Dy & clalmant., The matter of holding hearings was considered in
19529 and resulied in present § 1519(a) which permits discretion in this regard.

. The determination on claims usually restis on documentary evidance
submitied by the claimants and, as to many claims, a formal hearing may be
unnecessary. for example, there would seem to be no reason for a hearing if

the ¢lzim 1s allowed. In other situations, it may be more appropriate that there
be 2 judiclal determination; for example, when the cumer is deceased and the
estate in excess of $500 has not been probated. '

The present provisions have worked well., We are mt. aware of any
dissatisfaction.

:.IL"LB clt [/5777'9 (C‘L)’J

This provision should require a written finding only after a formal
hearing on a claiw. To reguire such findings ¢n all claims pressnted, including
those that are allowed, would be burdensome amwl serve no purpose.

s 20.1: [ /550 ]

For the reasons discussed above, our recomsendation is that the
decision on escheai should be deferred pending present litigation. Accordingly,
proposed § 1520.1 should be deleted for the time being.

Waen eschegt is considered: hewaver, some sdministrative simplifica-
tion and eccnomies should be taken up. For example, some of the details
required to be in the published notice wnder subsection (b) should bs eliminated.
A publication of all information now listed would be costly, and of guestionable
value in motifying owners of the escheat. 3uch notice should only include the
information now specified in § L511{bj.

sase: [/57 (4)]

This provision might be clarified by insertion of the word “either™
before the colon in the first sentence, and insertion of the word Mor? after
tha semi-colon in {3}.

P

112 [75773(4) |

' We are uncertain as to the source from which the 14% reward would be
paid. Would it be charged against and deducted from the amount due the owner
of the preperty so recovered, or would it be merely charped. against the Unclaimed
Property fccount as a general administrative expense? Should a reward be paid
if the law of the other state does not contain a reclprocal pravision for a -
resard?



Mr. John H. Deloully e = April 29, 1946

§ 15278 [:;5" I‘Mj

This section should be clurlified to read:

“Ho agreement under which any person undertakes
to locate property reported undsr Section 1510{d)
shall be valid if it is entered into within nine months
after May 1 {with respect to property reported by a
life insurance comwpany} or November 1 {with respect-
to property reported by all other holders} and regquires
payment of a fee or other nompensation exceeding 10 per
cent of the value . . . . *

1 add)+

When the Uniform Disposition of Unclaimed Property Act was enacted
in 1959 to supersede the prior law on unclaimed property, Code of Civil Frocedure
§ 1378, a general provision relating 1o management of unclaimed property, was
inadvertently overlooked. To clarify this situation, the following should be
incorporated into the Act as § 15284

"o sulit shall be meintalned by any person against
the Htate o1 any officer thereof, for or on account of
any transaction entered into by the Controller parsuant
to thls chapter, except zs specifically authorized.®

Upon inelusion of the above provision, subsection {d) of § 1516 may
he delested. : :

UNCLATMED PROPERTY COMPAGTS

You advised that the Compact may not be revised, and requested our
view as to whether il shoulid be emacted in its present form.

It appears the Compact will be helpful in the adminigstration of this law
and we therefors recommend its zpproval. _

PROBATE GODE § 231t

The smendments zppesar to acconplish ,théﬁr purpose and, we belleve,
are desirsble.

We regret that cilrcumstances prevented us from submitting ocur comments
sconar on this matter. If we can te of further assistance, please contact us.




Mr. John H. DeMoully o Rpril 29, 1966

We will appreciate receiving apy ssbsequent materials or drafts
prepared in oommection with this subject.

Yoy troly yours,

ALAY CRANSTON, STATE CONTROLLER

@d%,—'
“Samuel. J. Cobd, Chief
Bivision ¢f Accounting

J'/?
.pﬂi:“‘é(uﬂﬁf-{d.t.‘f

By
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UNCEAIWMED & R’!ZE"?TE’I ¥ COMPACT |

[!lhn Prem Sﬁg@ﬁﬂt&é Stote legisletion 1966,, developed by the Committes
of State Officisiy on Sugpested Slate leglslation of the Council of State
Governments, pages 249, /

The Esclwer Commdites of the Nutional Asssciation of Attorneys
Glenaral hes haud ag o major fHeld of Gukevest the davelopment of an Un~
cleitned Property Caompeet, work on which was suspesded two years
age to awalt the cutooine of Texng v. Naw Jersey.

At Teant funr gur of every {ive states now have fairly corapre~
lhangive enclatined propexty statutes, and some of the reraindeg juriye
dictions have shown tocent Lrtévest in legialation of thie type, The
jdem that property which has hecome unclaimed or abandoned shoudd
aoine into the possession of the state can now be cossidered well es-
vabbished. The priviee holdur of funds or other poperty o which he
Iy ao clsfm of his gwm bug which 15 in ki hands onky becauss the
rightful ownsr 18 urknown of caanot he found is mot generally regarded
e the proper persen (o besefis from it, Conseguently, Statules now
provids do most jurisdictions that, after a fized period of pears, such
propesty i o o delivered Into the custody of the state, ‘These sat-
utes are of two types, oustodial sod eschest. The former type pro-
wides thak the statt acts caly 29 custodian and thar, if at any time In
the: fusure, twe person entitled to ths propexty sppears and makes
cleim, the state wiil pay the proparty o 18 equivalent over, The ttue
excheat azatare, on the orbes hand, provides that after a specified
pexriod the property leloegs to te state, While the dilierences be-
Greus thege rwo woposaches and their regnlie ave polzble, the over-
viding tacr {2 that moeat of the pooperty deiivered t6 the staty under
efther type of unclalmed property siandé semmaing in the hands of the
#tate and is swoilabls to sugment public revenges. )

It i3 probable fax kn most instancea the spplicktion of aoy of et
sweral Yecogmized milee {or determisiog which statz 12 entitled to ke
wnclnimed propecty yieids the same resmls, However, in enongh fne
smaces to by of firgt-rate inpostasce, theve is the possihility of ciatm
by more than one siage. 'The inst known addreas of the paracn entided
to the property oiay oo in one: Stere, while the state in which the holder
is ingoXporeted may he apother state. Or & varieiy of other circum-
HaBcee gy e more ik one state whost uuclaimed property
Inw could come tuto ploy,

Somte years age the numbar of actual interstite sspects of the
unclabmed property siruation wae relatively small because onby & fow
states had uncluimed property laws, But such is no longer the case,



Conncguently. the decision in Western Union Telegraph Co. v, Com-
poawealth of Penngyivania, 368 U. S. 71 (1961} was particularly yn-
sculing. The clear import of thet case was that in circumstances
wletEe more than obe state might be abie to claim the property, uo
state might be abie to take, af least not without costly and time con-
sumipg litigation in the United States Supreme Court. The reason ad-
vanced by the Court was that a state could not take the property unless
i could assure the holder that the claims of all other states would he
fareclosed,

The lopic of this stusation appeared to point to an interstate
agresment 2 the miost Likely means of establishing Tules that would
produce & single state claimant in particular situstions, Accordingly,
work on an Unclaimed Pooperty Compact began. The Naticnal Associ-
ation of Artorneys General was involved {roin the outset, and ultimavels
caimne to play the pripcipal role in the drafting of the compact.

While the work wae in progress, the case of Texas v. New Jerse:,
§5 $.Cr. 626 {i963) arcse, and some states thought it appropriate to
swait the outcome of that litigation before proceeding with the compact
Since the Litigation was decided early ln 1965, the Escheat Commirtee
of the Nationznl Associstion of Attorneys General resumed its work.

Since the princigle of "last known address"” is favored in the stat-
utes of most states, and because the Supreme Court in Texas v. New
lersey adopted it as the primary test, the Unclaimed Property Com-
pact also establizkes "last known address” as the first reliance for
state entitlement to unclaimed property which is both personal and in-
tangible. With respect to real propexty and tangible personalty, the
compact codifies the generally accepied rule that the entitled juris-
diction is the one in which the property is situsied, The compect alse
makes provigion for situations in which the application of the primary
test does not yield an entitled state, State of incorporation and princi-
pal office of the holder are used, in that order,

While the compaet follows the decision of the Supreme Court in
basi¢ respects, it is a necessary supplement to and, in gome instanicea,
corrective of Texas v. New Jersey. That case opened up the prospect
of continuing litipation over unclaimed property transactions prior to
February 1, 1965 {the date on which the case was decided), 1t also
indicated that forther litigation of an unsettling nature might result
from subsequently enacted stzte statutes. The compact would provide
necessary finality and stability in these respects, without the need for

.




titlgation, By serting up a reasonably complete set of rules for deter-
mining entittement to unclaimed property in cases of multiple state
claims, the compact could bring order fnte the fleld and assiar al)
states to secure vnclaimed property to which they are entitled,

The compact would go into effect an adoption by the firat two
states. It is open to joinder by gll states, the District of Columbia, *
the Comnonwealth of Puerto Rico and Territories and Possessions of
the United States. Of course, the compact seeks to affect only rights
ag among the party states and s¢ will grow in effectiveness as the numi-
her of parties increases, )

Sugrested Legisiation

['Title should conform to state requirements. The follow-
ing i5 a suggestion: "An Act eniering into the Unciaimed
Property Compact, and for related purposes. ™}

(Be it enacted, &1c.)
Section 1.
The Uneleimed Property Compact is hereby enseted into 1aw

and extered into with all other jurisdictions legally joining there-
in in the form substantially as follows:

G B o=

UNCLADMMED PROPERTY COMPACT

{At this point insext the sxact text of the Unclaimed
Propexty Compact as sct forth -on the pages following
this model epabling Act. ‘The fext of the compact

’ should be enacted in identicsl language by all ratify-
ing states,) '

Seetion 2.

The [state sgency edmianistering unclaimed property laws]
may enter LG any agreements necessaly or appropriate to co-
operate with snothexr state or states snd sharing of costs pursu-
ant ts Article I {c) 2 of che compact, or for the assumption of
bearing of costs pursuant to Article IV thereaf,

R o WO B e
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Seeting 3.

With reference it this State snd a8 used in Article VII of the
compact, the term “executive head” shall mean the Governor,

.

L

Section 4.
1 [ingert effective date, 1
TEXT OF THE UGNCLAIMED PROPERTY COMPACT
ARTICLE !
Purposes

1 It is the purpose of this compact and of the stateg party here-

2 to:

3 ¢a} To elirinate the risks and inconvenience to which holders

4  of unclaimed property may be subject by reason of actual or pos-

5 sible claims thereto or to the custody thereof by more than one

6  state,

7 {B} To provide a uniform and equitable set of standards for
C 8  the determination of entitiement to receive, hold and dispose of
¢
10
il
i2

unclaimed property.

(¢} To provide methods whereby the party states may co-
operate with ezch othexr in the discovery and taking possession
of unclaimed property.

ARTICLE II
Definitions

As used in thig compact, the term:.

{a} “iUnclaimed property” means any property which umhr
the laws of the appropriate state is subject o delivery to that
state for it use ot qustody by veason of irs having been un~
claimed ar abandened for such pexiod ss the laws of that state
may provide,

{b} “Holder™ means any obligor or any individual, business
assoctaticn, government or subdivision therecf, public corpora-
tion, public suthority, zstate. s, wo OF MOXE persons hav-
ing o loint or eomznch interest, or any other legal or commer-
clal entity having possession, cusmd? or control of unclalmed
propercy,

)

[
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{c) "Staie” means & state of the United Ststes, the Distriet
of Columbis, the Commanwealth of Puerto Rico, or u territory
or possession of the Unired States .

ARTICLE 1t

Determimation of Endtiement to
Unclaimed Froperty

{a} Only the state in which unclaimed real property or un-
claimed tangible persenal property is located shall be entitted
to receive, hold and dispese of such property in accordance with
ita laws,

(b} In the case of unclaimed property the disposition of which
is not determined by the application of paragraph {a) of this
Axticte, and the holder of which property is subject o the juris-
diction of only ons state, that state and no other shall be en-~
titled to receive, hold and dispose of such unclaimed property
in aceordance with i3 laws.

{cj In respect of 21l vaclaimed property the digpasition of
wiich is not detevniined by the applicatlons of paragraphs (a) ox
{b} of this Article, eatiti¢ruent shall be determined as follows:

L. The state in which is located the last known address of
the person entitled to the property shall be entitted 10 receive,
hold and dispose of the game in accordance with its laws. The
last known address shall be presumed to be that shown by the
records of the holder,

2. If the identity of the persen entitled is unknown; if no
address for the person sufficient to meet the requirements of
subparagraph 1 of this paragraph is keown: or if the laws of the
state of lasr known address do not subject the property in ques-
tion to taking, the state under whose laws the holder is incor-
porated {if the holder i3 a corporation) or organized {if the holder
iz an asseciation or artificial entity cther than a corporation),
or the siate where the hwnlder is domicled (if the holder is a
natursl person shisll be entitled to receive, hold and dispose of

- the same in accordance with its laws, I the holder i8 incox-

poxated oy oypanized under the laws of more than one party state,
such pariy states shall be entitled to take equal shares of the
property covered by this paragraph. In such event, each shall
bear o proportionste share of the costs of the taking,

3. I the dispogition of any unclaimed property is not de-
termined by application of any preceding provision of this Article,
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the state in which is located the office of the holder making the
iargesr total disbursements within its inmediately preceding
fiscai year shail be entided to receive, hold and dispose of the
property in accordance with its laws,

4. Whenever unclaimed property hzs been taken by &
party state in a¢cordance with this paragraph, within ope year
from the taking of such property, or within one year from the
earliest time at which another party state would have been en-
titled to take the property in guestion pursuant to itg unclaimed
property laws, whichever date is later, any party state shali be
entitled to establish the identity and last known address of an
entitled person previously thought to be unknown, or to establish
a later known address for an entitied person. Upon such estab-
lishment, and oo the basis thereof a party ste shall upon de-
mand be entitled to receive the property from the state initialiy
taking the same and to hold and dispose of it in accordance with
its Jaws. This subparagraph shall not apply to a claim made by
& state under a statute enacted subsequent to the time when the
initial state took the property,

ARTICLE IV’

Cooperation

The party states pledge to each other faithful cooperation in
the administration of their respective unclaimed property laws.
To this end, a party state shall, upon the request of any other
party stale, make available to any such state any information
which it may have in its possession by reason of ita administra-
tion of its own unclaimed property laws, unless disclosure
thereof is expressiy prohibited by the laws of the party state of
which the request is made. [lnless the party states concerned
otherwise agree, the party state making & reguest for informa-~
tion pursuam tc this Article shall be entitled to receive it only
by bearing such costs as may be involved in furnishing the in-
formation requested. :

ARTICLE V
State Laws Unaffected in Certain Respects

Each party stete may enact and continue in force any statute
not in conflict with this compact and may employ the eacheat,
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custotial, or any other prisciple in respect of unclaimed prop-
eity.

ARTICLE Vi
¥inalivy

xcent as provided in Article HY o) 4;

t. Mo onclalmed property escheated ar received into the

custody of & party state, prisr to February I, 1965, pursuant

to itg laws shall be subject o the subsequent claim of any other
party statz, and the enactment of dhs compact shail constinite
& waiver by the enaciing state of aty such claim.

4. Wo unclaimed property escheaied or Teceived into the cus-
tody of a party atate on ar after Februsry 1, 1965 ghall be sub-
ject to the subseguent claim of any other party state, and the
sndciment of thiz compact shall constijute a waiver by the en-
acting state of sny such claim: provided that such taking was
consisteny with the provisiens of this compact.

ARTICLE VH
Exrent of Hights Determined

T onlv rigints detarmioed by this compact shail be thoae of
the party states,  With respect to any non-party state, an as-
gerton pf jurisdiction to receive, hold orx dispose of any un-
cleiinpd property matte by a party state shall be determined in
ihe seme manner and o the same basis as in the absence of this
compact. In any situwstion invelving mulviple claims by states,
both party and noa-party, the stundards contained in this com-

.. pact-shall be used to determing eatitlement only as among the

party Stateg. With respect (o the claims of any non-party state
any coprrgwersy shail be derermined in accordance with the law
ag it may be in the absence of this compact, The enactment of
this compact shall not constitite a waiver of any claim by a party
state ad against a non-party state.
ARTICLE Vil
Enry Inte Ferce and Withdrawal

This campast shall enter into force and becomne binding as to

i,
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any state when it hbas enacred the same into law. Any party state
may withdraw from the compact by enacting & stabute repeaiing
the aame, but no such withdrawal shall take effect until two yeatrs
after the executive head of the withdrawiog state has given notlce
in writing of the withdrawal to the executive head of each other
party state_. Any unclaimed propexty which a state shall hawve
received, or which it shall have become entitled to receive by
operation of this compact during the period when such state was
party hereto shali not be affected by such withdrawat.

ARTICLE IX
Construction and Severability

This compact shall be liberally constxued so as to effeciuate
the purposes thereof. The provisions of this compact shall be
severabie ang if any phrase, clause, sentence or provision of .
this compact is declared to be contrary to the constitution of any
parry state or of the United States ox the applicability thereof to
a6y RUVEInMent, SEency. persca of circumstance is held in-
valic, the validity of the remainder of this compact and the ap-
plicability thexrgof 1o any government, agency, persoin or cir-
cumstance shail not be affecred thereby. If this compact shall
be held contraxy to the constitution of any state party thereto,

- the compact shall remein in full force and effect as to the re-

maining steres and in full force and effect as to the state af-
fected a8 1o ajl seversble matrers,

. .



TENTATIVE RECOMMENDATION
of the
CALIFCRNIA LAY REVISION COMMISSION
relating to

THE ESCHEAT OF PERSONAL PRCPERTY

Although the ancient concept of escheat that existed at common law
was scmewhat cifferent, escheat is now considered generally to be the right
of the govermment to claim property that has no owner., Note, 61 COLUM, L.
REEV. 1319 (1961}, Under this modern concept of escheat, there are two ' .
clceses of property that are usually subjected to .o state's escheat claims,
FPirst, many states claim by escheat property that has been abandoned by its
owner,. BSecond, virtually all states claim by escheat the property that
belonged to a person who died without heirs, Californials escheat statutes
have provided for the escheat of all property in the second category and for
the escheat of certain classes of property in the first category. BRecent
decisions by the courts, however, have rendered the existing California statutes
inadequate to deal with the problems that exist in this field. The statutes
claim escheat rights that this state cannot lawfully assert, and they do not
provide for the assertion of escheat rights that the state 1s entitled to
assert.,

Escheat of Abandoned Property

In 1859 the Uniform Disposition of Unclaimed Property Act was enacted in
California as Chapter 7 (commencing with Section 1500) of Title 10 of Part 3
of the Code of Civil Procedure., The act provides a comprehensive scheme for
the reporting to the State Controller and the subsequent delivery of various
kinds of uncleimed personal property. The Uniform Act replaced a less
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comprehensive scheme for the escheat of various kinds of personal property.
For the most part, the Uniform Act applies to intangible property--wages,
banl: deposits, dividends, corporate shares, ete. The act applies also to
some forms of tangible personal property, such as that found in safety deposit
boxes, The Uniform Act provides generally that if the owner of such property
has failed to claim it for a specified periocd of time, the holder is reguired
to report this fact to the State Controller. Subsequently, after due notice,
the property is transferred to the . custody of the State Controller who then
holds the property subject to any eclaim the true owner might make. The
property subject to the Uniform Act is limited to that held by persons doing
business in this state or otherwise subject to the jurisdiction of thisz state.
Since the enactment of the Uniform Act the United States Supreme Court

decided Texas v. New Jersey, 379 U,S, 67k {1965). In Texas v. Hew Jersey.

the Supreme Court held that only one state has the power to escheat intangible
perscnal preperty. If tke holder of the property is subject to the juris-
diction of more than one state, the holder cannot be subjected to eacheat
claims by more than one state. The Supreme Court rejected a contention that
the right of a state to esscheat intangible property should be based upon the
gtate's jurisdiction over the holder of the property. Instead, the Bupreme
Court held that intangible property should escheat to the state of the last
known address of the owner of the property as shown on the books and records
of the holder. If the books and records do not reflect an asddress of the
owner, the Supreme Court held that such intangible property may be escheated
by the state where the holder i1s domiciled; but, in such a case, if another
gtate later proves that the actual last address of the owner was within its
borders, that state may then assert a claim to the property and recover it
from the state that originally escheated it. If the state of the last knowm
address of the owner as shown by the books and records of the holder does
not provide for the escheat of gbandoned property, the Supreme Court held
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that the state where the holder is domiciled may escheat the property; but,
if the state of last known address later enacts a law providing for the
escheat of such property, that state may then claim the property and recover
it from the state that originally escheated i%.

The rules laid down by the United States Supreme Court are quite
inconsistent with the statutory rules contained in the Uniform Disposition of
Unclaimed Property Act, The Uniform Act is based upon this state's juris-
diction over the holder. The United States Supreme Court has made it clear
that this state has no right to escheat much of the abandoned property that is
held by holders who are subject to the jurisdiction of the California courts.
On the other hand, California has the right to escheat much abandoned
property in the hands of holders who are not subject to the jurisdiction
of the California courts, but the statutory provisions of the Uniform Act
do not provide for the escheat of such property.

Accordingly, the California Law Revision Conmission recommends a compre-
hensive revision of the Uniform Act to bring it into harmony with the phited

States Supreme Court's decision in Texas v. New Jersey, The statute should be

revised so that California no longer claims the right to escheat property that
is not subject to escheat by California under the rules laid down by that
decision. The act should also be revised so that Californis may assert the
escheat claimg that it is entitled to assert under the rules laid dowm by the
Supreme Court,

Then the Uniform Act was enacted in 1959, it superseded statutes that
provided for the permanent escheat of abandoned property. The superseded
statutes provided that after a requisite period of time and due notice to the
owner, the title to the abandoned property vested gbsolutely in the state and
the owner's claim was forever barred. The Uniform Act does not provide for

such permanent escheat. Under the Uniform Act the Controller may never close
-3~




his books upon the property delivered to him under its terms. The owner or
his descendants or successors maintain a perpetual right to claim the property.
The Law Revision Commission recommends that tue act be revised to again
provide for the permanent escheat of abandoned property after proper notice
and opportunity to claim the property has been given to the owner of the
property.

Before Texas v. llew Jersey was decided, the National Association of

Attorneys Gensral had begun work on an unclaimed wproperty compact designed
to resolve many of the problems between the signatory states that were

resolved by the Supreme Court in Texas v. New Jersey. After Texas v. New

Jersey was decided, the Association continued work on a compact. The compact
that has been prepared by the Association is designed 4o provide rules to
govern those situations involving more than one state where the rules set

forth in Texas v. New Jersey do not necegsarily yleld a single escheat

claimant, The compact is also designed to settle the status of property that

was unclaimed prior to the date that Texas v. New Jersey was decided {February

1, 1965).

The Commission recommends that this state join in the compact. The
compact, by setting wp a reasonably complete get of rules for determining
entitlement to unclaimed property in cases of multiple state claims, will bring
order into the field and assist this state as well as other states that hecome
sigratories to the compact to secure unclaimed property to which they are
entitled.

Escheat of Property Upon Owner's Death Without Helrs

Probate Code Section 231 provides that 1f a decedent leaves no one to
take his estate or any portion thereof under the laws of this state, the same

escheats to this state at the death of the decedent, In Estate of Nolan, 135

cal. App.2d 16, 286 P.2d 899 (1955), the court held that the rule stated in




Section 231 is subject to the rule stated in Section 946 of the Civil Code,
to wit:

I there is no law to the contrary, in the place where personal

property is situated, it is deemed to follow the person of its

ovner, and 1s governed by the law of his domicile.
Applying Section 946, the court held that a California bank account owned by
a Montana domiciliary who died without heirs escheated to the statz of Montans
and not to the state of California. The rule stated by the court is broad
enough to apply to all personal property, including tangible personal property
located in California.

Other states have not been as solicitous of California's escheat claims

as the California court was of Montana®s escheat elaim in the ¥olan case., In

In re Rapoport!s Estate, 317 Mich. 291, 26 W,U.2d 777 (1947), and in In re

Menshefrend's Estate, 283 App. Div. 463, 128 N,Y.S.2d 738 (1954}, it was held

that bank accounts located in HMichigan and New York that belonged to California
demiciliaries who died without heirs escheated to Michigan and New York
regpectively, and not to California. Thus, under these decisions, California
surrenders whatever right it has to escheat personal property locgted within
Califorria or in the hands of a holder located in (alifornia when the owner dies
domiciled elsewhere, and California is powerless to claim the escheat of property
located elsewhere that belongs to Californis domiciliaries who die without heirs.

It is impossible to determine what  effect TPexas v. New Jersey, 379 U.B.

674 {1965), may have on the results reached by the California, Michigan, and
New York courts. The situation presented to the Supreme Court in Texas v.

New Jersey involved propzrty which was merely unclaimed. No cne knew what had
happened to the owner. He had merely disappeared or had failed to claim what
was his, The California, Michigan, and New York courts were concerned with
property belonging to a known decedent. In each case, the administrator of

that decedent was asserting a ¢laim to the property. There was no dispute
-5-

4




()

in each case as %o the domicile of the decedent, although the last known
address of the decedent from the books and records of the holder may well
have differed from his last actual address. It is possible that when a
decedent's estate is involved the Supreme Court may not require distribution
of the property to the state of the last known address according to the books
and records of the holder where that last known address is clearly neither
the domicile ncr the last address of the owner., It is possible, tco, that

there may be other departures from the Texas v. INew Jersey rules occasioned

by the fact that facts concerning the last owner are reasonably ascertainable,
Because it is impossible to determine what rules the United States

Supreme Court will develop to deal with property of persons dying without heirs,

the Law Revision Commission recommends that Section 231 of the Prohate Code

be revised so that California will be entitled to assert an escheat claim fo

any property it may be entitled to escheat under whatever rules the United

States Supreme Court develops. The statute should be amended so that this

state no longer loses the property of both domiciliaries and nondomiciliaries

in every case where there is more than one state interested in the situation,

The recommendations of the Law Revision Commission would be effectuated

by the enactment of the following legislation:’




An act to amend Sections 1300, 1500, 15031, and 1614 of, to amend snd renums
ber Sectiers 1508, 150k, 1506, 15C7, 1508, 3swo, 1511, 1512, 151;;.‘.-
1514, 1515, 1516, 1517, 1520, 1521, 1522, 152k, 1525, 1526, apd 1527 of,
to amend the heading of Chapter 7 (commenqing with Section 1500)

of Pitle 1C of Part 3 of, to add s new article heading immediately

preceding Section 1500 of, to add Article 2 (commencing with

Section 1510) to Chapter 7 of Title 10 of Part 3 of, to add

Sections 1512 and 151k to, to edd a new article heading immediately

preceding Section 1510 (remumbered Section 1530 by this act) of,

to add Article 4 (commencing with Section 1540) to Chapter 7 of

Title 10 of Part 3 of, to add Section 1542 to, to sdd Article 5

§ commencing with Section 1550) to Chapter 7 of Title 10 of Part 3

of, to add & new srticle heading immediately preceding Section

1513 {renumbered Section 1560 by this act) of, to sdd & new

article heading immediately preceding Section 1515 (remumbered

Section 1570 by this act) of, to add Sections 1571, 1572, and

1573 to, to add a new article heading immediately preceding

Section 1525 (renumbered Section 1580 by this act), of, and to

repeal Sections 1503, 1505, 1509, 1518, 1519, and 1523 of, the

Code of Civil Procedure and to repeal Section 3081 of the

Civil Code, relating to unclalmed property.

The people of the State of California do enact as follows:




SECTION 1. BSection 1300 of the Code of Civil Procedure is
amended to read:

1300. For the purposes of this title, the following definitions
shall apply:

(a) "Property," unless specifically qualified, includes all
classes of property, real, perscnal, and mixed,

(b) "Unclaimed property,” unless specifically gqualified, means
all property which is unclaimed, abandoned, presumpiively-abandenedy
escheated, permanently escheated, or distributed fo the state, or
which, under eny provision of law, will become unclaimed, -abandoned,
presuspiively-abardenedy escheated, permanently escheatéd; or
distributed to the stete, or to the possession of which the state is
or will become entitled, if not claimed by the person or pérsons
entitled thereto within the time allowed by law, whether or not there
has been a judicial determination that such property is unclaimed,
gbandened, presumptively-abendspedy escheated, permanently escheated,
or distributed to the state s-bub- such-ierm-does-ned-inelude-propersy
waieh-ig-subjeet-to-egehent-updey-she-provisicns-of-an-net-eptitled
Uan-get-yelabing-to-the -rightey-pevwerc-and-disabilities-of-alicns
ard-gf-gertain-ecHpaniesy assceiations-and-corperatiske with -respees
%9 property-in-this-stase; providing-for eseheatr-inr egriain-eases,

preseribing-proeedure-treveiny-requiring-reporta--ef eertair-property

heldinge-to-faeilitate-the .enforesmens-of-this-pet,; preseribing penaiiies

fer-vielatisr-of the-provisiens-hereofy erd-repenling-sll aets-o¥-parts
of aeta ineensistent-or in-eonflied herowiiths--approved by eleetors

Nevembep-2y -1920; a5 amended ,
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(c) “Becheated;" "Escheat," unless specifically qualified,

means “title te-which has-vested-im-the Ssades the vesting in the

state of title to property without a knowm owmer, whether by judicial

determination or by operation of law, subject ; hewevery to the
right of claimants to agppear and claim the escheated property or any

portion thereof ;-as-provided-im-this-title . TWhen used in reference

1

to the law of another state, "escheat" includes the transfer to the

state of the right to the custody of such property.

{d) U“Permanently-esekeated! "Permanent escheat" means Utitle-ie

which has-vested-abssiutely-in She-Siate’ the absolute vesting in the

state of title to property without a known owner, pursuant to judicial

determination y-~pursueri-to-a-proeecding-of-escheat-as-provided-by
Shapter-5y-or-pursusni-te or by operation of law, after-the-peried
has-eiapied-during-vwhich-elaimante-may-appeay-and-elain-the-propertyy

er-gry-pertien-theroef;-a8-provided-in-this-titiae and the barring

of all claims to the proverty by the former owner thereof or his

successors .
(e} 'Controller" means the State Ccntroller, and "Treasurer"

means the State Treasurer.

Comment. Section 1300 is amended to permit more convenient use of
the defined terms in Chapter 7 {commencing with Secticn 1500) of this title,
The term "presumptively abandoned" has been deleted from subdivision (b)
because it is no longer used, as it formerly was, in the substantive provisions
relating to the escheat of abandoned property., The reference to the initiative
act approved in 1920 has been deleted from subdivision (b) because it is

obsslete, The act referred to was declared umconstitional {Sei Fujii v.
_9..




State, 38 Cal.2d 718, 242 P.2d 617 (1952)) and has been repealed
(Cal, Stats. 1955, Ch. 316, §§ 1-2, p. T67; Cal. Stats. 1957, p. cxomvii),
The definitions in subdivisions (c) and {d) have been broadened to
include escheets under the law of other states as well as escheats under
the law of thisg state; for under Section 1510, the right of California to
escheat certain intangible property depends on whether such property 1s
subject to escheat under the law of another state. Under the laws of
some states, the right to the custody of abandoned property vests in the
state after the property has remalned unclaimed for a requisite period
of time, but the state never acquires the technical title to the property.
The revised definition in subdivision (e) makes it clear that this transfer

of the right to custody is embraced in the term "escheat."
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SEC, 2. The heading of Chapter 7 {commencing with Section 1500)
of Title 10 of Part 3 of the Code of Civil Procedure is amended to reed:

CHAPTER 7 UNIFGRM DISPOSITION OF UNCLAIMED PROPERTY AGT LAW

SEC, 3. A new article heading is added immediately preceding Section

1500 of the Code of Civil Procedure, to read:

ARTICLE 1,  SHORT TITLE AND DEFINITIONS

SEC. 4. Section 1500 of the Code of Civil Procedure is amended
to read:

1500, This chapter may be cited as the Uriferm Disposition of
Unclaimed Property Ae% Law . None of the provisioms of this chapter
shall apply to any type of property received by the states under the

pravisions of Chapters 1 to A, innlusive, of this title.

{mmenrty  Thig chapter has been substantially revieed in order wo
harmonize its prcvisions'with the recent decision of the United States Supreme

Court in Texas v. New Jersey, 379 U.S. 674 (1965). The short title of the

chapter has been revised, therefore, to reflect the fact that the chapter is
no longer substantiglly the same as the Uniform Disposition of Unclaimed
Property Act promulgated by the Commissioners on Uniform State laws.

Although the provisions of this chapter do not apply to any type of
property received by the state under Chapters 1-6 of this title, certain
provisions in those chapters apply to this chapter. TFor example, Section
1300 provides that its definitions apply throughout this title. Therefore,
the definition of "escheat" and "permanent escheat" that appear in that section

govern the construction of this chapter as well as the construction of the

other chapters in this title.
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SEC. 5. Section 1501 of said code is amended to read;
1501. As used in this chapter, unless the context otherwise
requiren:

(2a) "Banking organization" means any national or state bank,

trust company, banking company, savings bank or institution for savings ,

safe deposit company, e¥-s private banker epgeged-in-business-in-this

gtate , or any simllar organization .

(b) "“Business association" means any corporation (other than a
public corporation sw-wsidisy), joint stock company, business trust,
partnership, or any asscciation for business purposes of two or more

individuals , including, btut not by way of limitation, a bhanking

organization, finanecial organization, and life insurance corporation .

(¢) "Financial organization" means any federal or state savings

and loan association, building and loan association, credlt union, e

investment company engaged-in-business-ir-this-8kate , or any similar

organization .

(d) "Holder" meane any person in possession of property subject
to this chapter belonging to another, or who is trustee in case of a
truet, or is Indebted to anocther on an obligation subject to thie
chapter.

{(e) "ILife insurance corporation™ means any association or corporas-
tion transacting within-this-Stase the business of insurance on the
lives of persons or insursnce appertaining thereto, inecluding, but

not by way of limitation, endowments and anmuitiles.
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(£} "Owner" means a depasitor in case ‘of a deposit, a béneficiary
in case of a trust, or creditor, claimant, or payee in case of other
choses in action, or any person having a legal or equlbsable interest
in property subject to this chapter, or his legal representative.

{g) "Porson" moans any individual, business association,
government or political subdivision, rublic authority, estate, trust,
two or more perscns having a joint or common interest, or any other
legal or commercial entity stker-thai-apy-public-eerporatisn-or
ukilidy ,

(h) "Utility" means any perscy who owns or operates within
this-Ste%e , for public use, any rlant, equipment, property,
franchise, or license for the tratemission of communications or the
production, storege, transmissior, sale, delivery, or furnishing of
electricity, water, steam, or s,

Comment. The definitions i3 Bection 1501 have been revised to reflect
the fact that the revised chapfer applies to persone in other states who are
holding pruperiy Pelonging t another. All of the definitions have been
revised, therefore, to elimnate ahy requirement that such persons be engaged
in business in Celifornig.

The 1isting of cerselr 2dditional organizations in subdivision {a) ie
intended to be clarifythg and to climinate whatever doubts there may be that
the mentioned organizations are covered by the subdivision.

The reference 0 "utility" has been deleted from subdivision (D) as
unnecessary in light of subdivision (d) of Section 1582, vhich is added by
this statutory revision.

The words "federal or state" have been added to subdivision (c) to eliminate
any uncertainty concerning whether all such orgonizations are covered by the
chapter.

The reference to "amy public corpo-ration or utility" bas been deleted

from subdivision (g) as unnecessary in the light of Section 1562.
-13-




SEC. 6. Article 2 (commencing with Secticn 1510) is added to
Chapter T of Title 10 of Part 3 of said code, to read:

ARTICLE 2. ESCHEAT OF UNCLAIMED FERSONAL PROPERTY

1510, Unless otherwise provided by statute of this state,
intangible personal property escheats to this state under this chapter
if the conditions for escheat described in Sections 1511 to 1517,
inclusive, are satisfied, and if:

(2) The last known address of the owner appearing on the records

of the holder is in this state; or

(b) No address of the owner appears on the records of the holder,
and the holder is (1) domiciled in this state, or (2) a court of this
state, or (3) a federal court within this state, or {4) a publie
corperation, public authority, or public officer of this state or a
political subdivision thereof; or

{(c) The last known address of the owner appearing on the records
of the holder is in another state, and such other state makes no
provision in its laws for the escheat of such property, and the holder
is {1} domiciled in this state, or {2) a court of this state, or (3) a
federal court within this state, or (4} a public corporation, public
authority, or public officer of this state or a political subdivision
theyeof.

Comment. Section 1510 describes the types of abandoned intangible property
that this state may claim by escheat under the rules laid down in Texss v.

New Jersey, 379 U.S. 674 {1965). The United States Supreme Court held in
~1h-
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that case that intangible yersonal property that has been abandoned by

its owner is subject to eschest only by the state of the last known address
of the owner as indicated by the books and records of the debtor. Where
the bocks and records of the debtor do not provide a record of the owner's
last addrees, the Supreme Court held that the property is subject to
escheat by the state where the debtor is domiciled. If the state of the
owner's last known address does not provide for escheat, the Supreme Court
held that the state of the debior’s domicile could escheat the property;
Subdivisions (a), (b), and (c) of Section 1510 state these rules with
some particularity. They will change the existing California statutory
law and will provide a statutory basis for this state's assertion of any
escheat claim that it has the power to make under the rules leid down by

the United States Supreme Court.
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SEC., T. BSection 1502 of said code is renumbered and amended
to read:

1562: 1511. Subject to Section 1510, the following property

held or owing by a banrking-er-finameial-ozganidatien-s# business

association is-presumad-akardened escheats to this state

(2} Any demand, savings, or matured time deposit made in-this
stase with a banking organization, togethber with any interest or
dividends thereon, excluding any reasonable service charges which

may lawfully be withheld and which do not {where made in this otate)

exceed those set forth in schedules filed by the banking organization
from time to time with the State Controller, unless the owner has,
within 15 years:

(1) 1Increased or decreased the amount of the deposit, or presented
the passbook or other similar evidence of the deposit for the crediting
of interest; or

(2) Corresponded in writing with the banking organization concerning
the deposit; or

(3) Otherwise indicated an interest in the deposit as evidenced
by a memorandum on file with the banking organization.

{b) Any funds paid in-this-State toward the purchase of shares
or cther interest in a financisl organization or any deposit made
therewith in-this-Ssase ,and any interest or dividends thereon, excluding
any reasongble service charges which may lawfully be withheld and which

do not (where paid or made in this state) exceed those set forth in

schedules filed by the financial organization from time to time with

the State Controller, unless the owner has , within 15 yeers:
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(1) Increased or decreased the amount of the funds or deposit,
or presented an sppropriate record for the crediting of interest or
dividends; or

(2) Corresponded in writing with the financial organization
concerning the funds or deposit; or

(3) Otherwise indicated an interest in the funds or deposit as
evidenced by a memorandum on file with the financial organization.

(¢} Any sum payable on any travelers check 8 jsmed #n-this
Btate by a business association meirtalring-ite-prineipai-plase-of
business-in-this-Statey-or-ispwed-in-this-State-by-a-banking-or
£iraneial-organizationy that has been outstanding for more than 15
years from the date of its issuance, unless the owner has within 15
years corresponded in writing with the business assoclation e»-barking
sr-firuneial-orgenisatien concerning its, or otherwise indicated en
interest as evidenced by a memorandum on file with such erganisatien
o¥ association,

(d) Any sum payable on any other written instruments izgped dia
$hig-Béase on which a banking or financial organization is directly
lisble, including, by way of illustration but not of limitation, drafts,
certified checks, and money orders, that has been outstanding for more
than seven years from the date it was payable, or from the date of its
issuance if payable on demend, excluding any charges that may lawfully
be withheld, unless the owmer has within seven years corresponded in
writing with the banking or finencial organization concerning it, or
otherwise indicated an interest as evidenced by a memorandum on file

with the banking or financial organizgtion.




(N

-

(e} Any funda cash or other tangible personal property

located in this state, and any intangible personal property ,

tangible-or-intangible; after discharge of any lien or liens for
storage charges, removed from a safe deposit box or any other
safekeeping repository or agency or collateral dsposit box imn-$his
Fiate on which the lease or rental pericd has expired due to
nonpayment of rental charges or other reason, that have'_tlgg been
unclaimed by the owner for more than seven years from the date on
vwhich the lease or rental period expired.
Hothing-in-thin-seesien-shall-be-ganstrued-to-relate-€o-any
instrument held-op-payeble orly-ouieide-the-limita-of-the-United
Biateg-or-payable-snly-ir eurrarey-eother-than-thited-States-eurreneyy

ror te.any fundg-held-eniy-ir er-payable-snily-in-a-foreign-geountyry.

Comment. .Section 1511 is substantislly the ssme as former Section 1502.
The revisions mede to the section wake the seotion applicable to property
held by out-of-state businesses as well as property held by businesses

within this state.




S8EC. 8. Section 1503 of said code is repealed.

1503.--{a) -Unclaimed funds,-as-defined in-ihis-seetien;-held
and-ewing- by & iife insurenece-corperetien-shall-be-presumed-ebandened
if-the last-knewn address;-acesrding-iteo-the-reesrds-eof-the-eerporationy
of-the-persen-entitied-to-the-furds is within this-States;--If a-persen
ether-than-the ingured-or-apnuitant-is-ensitled-+o-the-funds-and-ne
address-of sueh-persen-is-inewp-te~the~eorporatien~or-if-1¢-is-net
definite-mnd-certain-frem the-reeords~of-the~corperatien-vwhat-persen
tis-entisied-to-the-funds,-it-1s presumed-that -the-iast krewn-address
of the-perysen-entitled-to-the-funda is the same-as-the-iast-knowrn
uddregs-of-the-insuwred-or-annuitank-aeeording - to-the-reeords-of-the
eorperaticeny

{b)- -"Unelaimed-furdss"--as-used in-this-seetiony-means-ail-nereys
held-and-ewing by any iife-insurance-corporction mciaimed end unpaid for
mere than seven-yeara-after the-monsys-becsme-dne-and-payable-as
estabiished-frem-the records-of the-corporation-under-any-iife-or
endomment-insurance -poticy or snmuity-centruct-vhich-has-matured-or
terminated; -A-1ife insurunce policy-not mubtured -by-actual-proef-of-the
dath-of-the-insured is-deemed-to-be matured-and-the proceeds-therreof
are-deemed-to-be due -and-payabie if such-policy-was-in-ferece-when-the
snsured-attained-the Timiting-age under-the-mertality-table on-which
the-reserve is-based;-uniess-the-person-appearing-entitisd-thereto has
within-the preceding-seven years;-fi)-assigned; readjusted,-or-paid
premiuwne-on the poliey,-or-subjected-the policy-te-loany-or (2}
eorresponded-in-writing-with-the-life-inzvurance eorporation-eonearning
the-pelicys- -Moneys-othorwise payable-according-to-tho-yeeords-of-the
eorporaticn-are-deoned-due-and-payable -alihough.-the -podicy-or eortraat
has-not.besn-surrendered-as.-required.

Comnent. Section 1503 is superseded by Section 1532.
9.




SEC. 9. Section 1512 is added t2 said code, to read:

1512, Subject to Section 1510, any funds held and owing by any
life insurance corporation to an insured or annuitant, or other person
entitled thereto, escheats to this state if unclaimed and unpaid for
more than seven years after the funds became due and payable, as
established from the records of the corporation under any life or
endowment insurance policy or snnuity contract which has matured or
terminated. If it is not definite and certain from the records of tl.e
cerporation what person is entitled to the funds, the last knowm ="7:1.o..
of the person entitled to the funds is deamed to the the same as the
last known address of the insured or amnuitant according to the records
of the corporation. A life insurance policy not matured by actual proof
of the death of the insured iz deemed to be matured and the proceeds
thereof are deemed tc be due and payable if such policy was in force when
the insured attained the limiting age under the mortality table on which
the regerve is based, unless the person appearing entitled thereto has,
within the preceding seven years, () assigned, readjusted, or paid
premiums on the policy, or Subjected the policy to loan or {b)
corresponded in writing with the life insurance corporation concerning tho
policy. Any funds otherwise payable according to the records of the
corporation are deemed due and paysble although the policy or contract

has not been surrendered as required.




Comment. Sectlion 1512 18 1p substance the same as former Section 1503

with such modifications as are necessary to provide for the esacheat of

property held by cut-of-state 1life insurence cerperations.




SEC. 10, Section 1504 of said code is renumbered and amended

to read:

150ks 1513. (2) Subject to Section 1510, any dividend, profit,

distribution, interest, payment on principal, or other sum held or

owing by a business association for or to its shareholder, certificate
holder, member, bondheclder, or other security holder, or a participating
patron of a co-operative, who has not cleaimed it, or corresponded in
writing with the business association concerning it, within seven years

efter the date prescribed for payment or delivery, escheats to this

state, is-presumed-abandoned-ify
{1)--T%-ie-held-or-ewing-by-a-business-anseeiation-erganised-under
the-lawe-of-or-ereated-in-thie States-ov
{2)--T5-is-held or-swing-by-a-busiress -acsoeiation-doing-business
in-this-Statey-iretuding-a-nationai-bankirg-asseeiationy-bub-nes
erganised-under-the -laws-of-er-erented-in-this-Statey-and-the-reeprds
of-the-businesa-asseeiation-indieate-that-the-last-known-address-of $he

persen-entitied-thereto-in-in-shis-Statey

{v) Subject to Section 1510, any intangible intereet in a bueiness
agsociation, és evidenced by the stock records or membership records
of the association, owned by & person who has not claimed & dividend
escheated presunred-abardored under subdivision paragraph (a2) ef-this
seetien , and who has not corresponded in writing with the business
association concerning such interest for 15 years following the time

such dividend escheated, escheats to this state. was-presumed-abandened;

id presumed-abandened-ify
Gl}--@henbuainess-asaeeiatien~was-erganised-under-the-laws-ef—er

ereated-in-this-States-o¥
-22.
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{2)--The-business-nasoeiation-is-doing-business-in-this-Shatey
ineluding-a-nationat-banking-assseistiony but-was-net-organized
urder-the -laws-of-or-areated-in-thig-Staiey-and-tke-recsrde-ef-the
buginess-ageseiation-indicate-that-the-last-known-address-of-the
persen-cRbéitled-te-such-interent-is-in-thig-Stnte;

For the purposes of this chapter the business association with
respect to such interest shell be deemed a holder.

(¢} Subject to Seetion 1510, any dividends or other distributions

held for or owing to a perscn at the time the stock or other security

to which they attach beeame-presumptively-abardoned-are-alse-presumes

ebapdoned escheats to this state also escheat to this state as of the

same time.

Comment. Section 1513 is substantislly the same as former Section 150k.
The revisions made to the section are those necessary to provide for the
eecheat of property held by out-of-state business associatlions as well as

business assoclations within this state.
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SEC, 1l. Section 1505 of said code is repealed.

1B05;--AY1-intengible-perganal-preperiy-digtributabie-1in the
courge-af-a-voluntary-dicseliutisn-of-a-buainess-assseiabisny -banking
srganizatisRy-e¥-finaneial-organisatien-srganised wnder--the-lavs
af-gr-ereabed-in-thig-Stetey -that-ig-unelaired-by-the-evwner
within-twe-years-after-the-date-fer-final-distributiony-ip-presumsd

abandoredy

Comment. Section 1505 is superseded by Section 151k,

-2l




SEC. 12. Section 1514 is added to said code, to read:

reads

151%. Subject to Section 1510, all tangible persoral property
located in this state, and pll intangible property, distributabie
in the course of a voluntary or involuntary dissolution or liquidation
of a business association that is unclaimed by the owner at the date

of final distribution or liquidation escheats to this state.

Comment. Section 151} is similar to former Section 1505. Unlike the
former section, however, Section 151k applies to tangible personal property
located in this state as well as intangible personal property. Section 1514

<:: also extends the state's escheat claim to property distributable by any
business association whether or not orgenized under the lawe of this state.
Section 151k provides that the property escheats at the time of fimal
distribution or liguidation of the business assoclation's assets. Under
the former section, the state's claim to the property did not arise until
two years after the date for final distribution. Inasmuch as property
escheated to this state under Section 1514 remains subject to the owner's
claim for several years, there appears to be no reason to postpone the

transfer of the custody of the property to the state.




SEC, 13. Section 1506 of said code is renumbered and amended
to read;

1506+ 1515, Subject to Section 1510, all intangible personal

property and any income or increment thereof, held in a fiduclary
capacity for the benefit of another person is-presumed-abardeoned escheats

to this state unless the owner has, within seven years after it

becomes payable or distributable, increased or Qdecreased the principal,
accepied payment of principal or income, corresponded in writing concerning
the property, or otherwise indicated an interest as evidenced by a
memorandum on flle with the fiduciary s .

- £a}--If-the-property-is-heid-by-a-busincss-associationy -banking
erganizations;-er-finaneial-organisaticn-organised-under-the-1avws-of -or
ereated-in.this-Btates-g»

£b)--If-1%-i8 held-by-a-business-assoeiationy-banking-organisaticny
er-finaneial-organization-(ineluding-a-national-banking-asseeiation)
doing-buginess-in this-Sdetey-bub-noi-ergopized-under-the-laws-of-or
ereated in-this-~Biate;-and-the-reesrds-of the-business-asseaiatisny
barking-organisation, ~or-fingneigl-orgenigaticn-indigate-that-the-lags
inowR-address-6f the.-person-erbitled-thercbe-ie-in-this Statet-er

f8)--If~it-is hold-in-this-State-by-another persons

For the purpose of this section, when & bamking-organisation-{ineluding
e-Ratisnal -banking-agseeiatien)y a business association y or a person
holds the agbove described property as an sgent for a business association,
such holder shall be deemed to hold such property in a fiduciary capacity
for the business association alone, unless the agreement between such &
holder and such a business association clearly provides the contrary.
In the event such property is deemed held for the business association
alone such &agsoclation shall be deemed the holder of such

property for all purposes contiﬁ?lated by this chapter.




()

Comment. Section 1515 is substantially the same as former Section 1506.
The revigions made to the section are those necessary to make the section

applicable to fiduciaries and business associations vherever located.




SEC, 14. Section 1507 of said code is renumbered and amended
to read:
1507 1516, Subject to ihe-previsisms-ef-Seetion-1526

Sections 1510 and 1582 , all tangible personal property located in

this stote, end g1l intangible personal property , held for the owner

by any court, including a federal court, public corporation,

public authority, or public officer of ihis any state, or a political
stbdivision thereof, that has remained uncleimed by the owner for more

than seven years is-presumed-abandoned escheats to this siate .

Comment, Section 1516 is substantially the same as former Section 1507.
The section is modified to meke it applicable to tangitie as well as intangible

property and to make it applicable to intangible property no matter where the

C holder of such property mey be located.
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SEC. 15, Section 1508 of said code is renumbered and smended
to read:

1508 1517. Subject to Section 1510, all tangible personsl

property located in this state and all intangible personal property,

except property of the classes mentioned in Sections l§92;-l§93;—l§9k;

3509;-1506;-and-1507-6f-thig-eede 1511, 1512, 1513, 151h, 1515,

and 1516 , including any income or increment thereon and deducting any
lawful charges, that is held or owing in-ihis-State in the ordinary
course of the holder's business and has remained unclaimed by the ocwner
for more than seven ysars after it beceme payable or distributable

is presumed-sbardsned escheats to this gtate .

Comment. Section 1517 1s substantially the same as former Section 1508.
The sectlon is modified to make it applicable to tangible as well as intangible-
property and to make 1t applicable to intanglble property no matiter where the

holder of such property may be located.
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SEC, 16, Section 1509 of said code is repealed.

1509 --If-gpeeifie-property-which-is subjeet-to-the-provigions
of-Seebions-1502;-15045-15055-1506;-and-1508-0f -this-eode-is-held
for-or-eved--s¥-distributable-to--an-sweer-whose-last-krown-addreas~ia
im-anether-ghate-by-a-holder-whe-is-subjeet-to-the-juripdiction-of-that
'atatej-theaspeci£ieupreyestyuis-aet-preaumed-dbaaéaned in-thig-Btate
ard-subjeet.-to -this-chapter-ife

{a}--I5-may be-elaimed-as-ebandened-or-eschested-under-the-laws
af-suck othep-statez-and

{b}--The-laws sf-such-other shate-make-reeiproeal-proviaior-thas
gimilar.-speeifie-preperty-is-net -presuned.abandened-er-assheatable- by
augh-other-gktate when-heold-for-er-cwed--or-distributable-te-an-owney
whose-tast-krewn address-iz within-this-State-by-a-holder-who-ig-subjeat

ta-the -Jurisdietion.of-thiz-States

Comment. Section 1509 is inconsistent with the Supreme Court's decision

in Texas v. New Jersey, 379 U.S. 674 (1965), and the revisions made in this

chapter to conform to that decision. Hence, Section 1509 1s repealed.




SEC, 17. A new article heading is added immediately preceding
Section 1510 of sald code, vhich section is renumbered as Section
1530 by this act, to read:

ARTICLE 3. IDENTIFICATION AND DISPOSITION OF ESCHEATED PROFPERTY

SEC. 18: Section 1510 of said code is renumbered and amended to
read:

3510- 1530, (a) Every person holding funds or other property

3-5eRgible-o¥-iRtangible;-precumed-abardsned escheated to this state

under this chapter shall report to the State Controller with respect
to the property as hereinafter provided.

(b) The report shall be verified and shall include:

(1) The name, if known, and last known address, if any, of each
person appearing from the records of the holder to be the owner of any
property of value of more thah ten dollars {$10) sw¥-mere-presured-abandened

gacheated under this chapter;
(2) In case of umelaimed funds of life insurance corporations, the

full name of the insured , e» annuitant , or beneficiary and his last

lknown address according to the life insurance corporation's records;
(3) In case of memey cash or other persemal property removed
from a safe deposit box or other repository or agency, reference to
such property. The report shall set forth any amounts owing to the
holder for unpaid rent and for the cost of opening the safe deposit box.
{(4) The nature and identifying mumber, if any, or description of
the property and the amount appearing from the records to be due, except
that items of value wndes- of ten dollars {$10) or less each may be

reported in aggregate;




(5) Except for any;g;qgerty reported in the aggregate, the date

when the property became payable, demandable, <. returnable, and the
date of the last transaction with the owner with respedw +5 tpe property;
ahd

(6) Other infarma;ion which the State Controller prescribes
by rule as necessary for the administration of this chapter.

{c) If the person-heiding-preperty-presumed-sbandered holder
is a successor to other persons who previously held the property for
the owner, or if the holder hee changed his name while holding the
property, he shall file with his report «l) prior known names and
addresses of each holder of the property.

(d) The report shall be filed before November lst of each year
as of June 30th or fiscal year-end next preceding, but the report of
life insurance corporations shall be filed before May lst of each year
as of December 3lst next preceding. The State Controller may postpone
the reporting date upon his own motion or upon written request by any
person required to file a report.

fe}--If-the-holder of -preperty-presumed-abandened-under-this-chaphew
krnews-the-whareabouts-of the-owner-and-if-the-ovner' s-elain-hns-nek
beer-barred-by-the-statute-of-1imitasiosns, the-heldepr-ghall, -befare
filing-the annual repord;-eopmunisate-with-ihe-owrer-and-take-geceguary
stepe-to-prevent abandeopment-frem-being presumeds--The-heolder-skall

sueyoise-yreasonable-diligence-$o-aseartain-the--vhereabouts-of-the ownery




££) _g_e_)_ Verification, if made by a partrership, shall be executed
by a partner; if made by an unincorporated association or private
corporation, by an officer; and if made by a public corporation, by
its chief fiscal officer,

¢g}--The-initial-report-filed-undor-shis-chapher-chall-inalude-ald
dhens-of -property-held-for-anether-perscn-whish-are- ~aseavrtainable
from-she-aveilable-¥eeords-of-tkha-heldery-which- itema-of -proparsy-wordd
hove-been-presumed-abandonad-1f-skis-shaptor-had-been-in-effoct-al~and
efier-the-iine-guek-propesriy-first-beecame-payabies ~denandable-oy
#oturnables-provideds~thas~only-sueh-noneya-which~firgt-beeame-vnelained
furdey-as-that-ierp-is-defined~in- thig~- ehapieryyithin-three-years
preecding- the- effective-dabe-of-ihis-echapier-nusi-be-ineluded-within

(:r dlp-indtd al- repere-and-any-other-moneys-eonstituting- gnelgdned-funds

ns- s defi ned-mmy- ke~ dneiuded- wishin- the-dnitdal- or- any- stbsequent
report- und- 4 £ se-dned vdead- tha-holder- shald-be-cibi td ed- o the-protectiwn
afforded- by- Scetion- 1513+~ - A~ diome- of- properiys« Leot- praper- ehargeas
and- of Feetsq~ other- thar- uneleimed- funds,- whick- on- Janusry- 14-1949
eppeared- from- the- avediloble-~ records~ 1o be- held. for- another- porson- and
were«thereaficyresithout~ notd ee- 1o- the- ovmer. ox- withoud- prior- approvad
of- gy~ reguledory- or- lieensd ng- authorddy- of - Thie- Siale. Iransferred-or
eredited- by- ihe- hodder- diveedly- Lo copitel- or- sorplii- or- wadividod-
profite- shedl- be~ deced $o- be- subiect- Lo the. provisions. of-4his- chepber

d- shesl d~ e~ daned vided- s thd - She. Apddiad- reporda

Comment. Section 1530 is substantially the same as former Section 1510.
<:: The changes made in the section are, for the most part, technical and are
necessary to conform the section to the remainder of the chapter.
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The items that a holder may report in the aggregate have been changed
from those of less than $10 to those of $10 or less, so that the items that
do not have to be separately stated will be those that correspond with the
amount the Controller msy charge for servicing the property under Section
1540(d).

Former subdivision (e) has been omitted because subdivision (e) merely
duplicated the notice requirement of subdivision (d) of Section 1531.

Former subdivision {g) has been omitted because it was s terporsry
provision governing the property subject to the reporting requirement as of
September 18, 1959. Section 47 of this statute preserves the force of sub-

division {g) to the extent that it 1s needed.
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SEC., 19, Section 1511 of said code is renumbered and emended

@ R

to read:

3
it

3512 1531. {a) Within 120.days- three months from the final date

e e it Epi a0 e

for filing the reports required by Scchtion 3536 1530 , the State Controller

F3a

shall cause notice to be published at least once each week for two
successive weeks in an English language newspaper of general circulation
in the county in this sfate in which is located the last known address
of any person to be named in the notice. If no address is listed or if
the address is outside this state, the notice shall be published in
the county in which the holder of the abandsped escheated property
has his principal place of business withir this state.

(b) The published notice shall be entitled "notice of names
| (:: of persons appearing to be owners of shandoned property,” and shall
X contain:

(1) The nemes in alphabetical order and last known addresses, if
any, of persons listed in the report and entitled to notice within the

county as herelinbefore specified.

|

7

!Zt (2) A statement that information concerning the amount or
description of the property and the name and address of the holder
may be cobtained by any persons possessing en interest in the property

| by addressing an inguiry to the State Controller.

’ (3) A statement that if proof of claim is not presented by the

owney to the holder and if the owner's right to receive the property

is not established to the holder's satisfaction within-65-days-frem

| ihe.date- of-ihe- second-pubiished-resice’ bhefore & date specified in the

(:: notice_(whiph shall be the dote five months from the final date for filing

the report), the atasdemed property will be placed not later then 85-daye

one month after such publieation date in the custody of the State Controlle:

and all further claims mist thereafter be directed to the State Controller.
-35-




(4) A statement that if no claim is filed with the State Controller

within five years after the close of the calendar year in which the

property is paid or delivered to the State Controlier, the property will

permanently escheat to the state and all right, title, or interest therein

of the owners will be terminated and all claims of the owners thereto

forever barred.

(c) The State Controller is not required to publish in such
notice any item of less than twenty-five dollars ($25) unless he deems
guch publication to be in the public interest.

(4} Within 326-days three months from the reeeipt-ef-the final

date for filing a report required by Section 2836 1530 , the State

Controller shall mail a notice to each person haﬁing an address listed
therein who appears to be entitled to property ef-4he-value-of-sventy~
fi?e—aellafs-($2§)-er-ms?e-§£esumed—ahaaéeaed escheated under this
chapter.

(e) The mailed notice shall contain:

(1) A statement that, according to a report filed with the State
Controller, property is being held to vwhich the addressee appesars
entitled.

(2) The neme and sddress of the person holding the property and
any necessary information regarding changes of name and address of the
holder.

(3) A statement that, if satiafactory procf cf claim is not
ptesénted ty the cwner to the holder by the date specified in the

published notice the property will be placed in the custody of the State

-36-




-~

Controller and all further claims must be directed to the State

Controller,

{4) A statement that if no claim is filed with the State

Controller within five yeors after the clese of the calendar year

in which the property is pald or delivered

to the State Controller, the property will permanently escheat to

the state and all right, title, or interest therein of the owners

will be terminated and all claims of ths owners thereto forever barred.

Comment., Section 1531 1s substantially the same as former Sectlon 1511.
gection 1532 requires holders to remit their payments to the State Controller
six months, instead of seven months {as previocusly required), after the fimal
date for filing reports. In order to provide an owner with adequate notice
and opportunity to claim his property, the time limits in Section 1531 have
been revised to fit into the reviged timetable prescribed by Section 1532.

A paragraph (4) has been added to subdivisions {b) and (e) to conform
with Section 1550. Subdivision (d) has been revised to require the State
Controller to send a notice to all persons who may claim property held for
them by a holder or the State Controller under this chapter. Former sub-
division.{e) of Section 1530 required the holder alone to send notices to
owners of property valued at less then $25. This burden has been transferred
+to the Stste Controller because the state, not the holder, will evenbually
eucceed to the property. As the state receives substantial benefits as the
ultimate successor to unclaimed property, it should also bear whatever

burdens of notice are reguired to accomplish the escheat of such property.




SEC, 20. Section 1512 of said code is renumbered and amended
to read:

1532; 1532. Every person who has filed a report as provided
by Section 3530 1530 shall, within sewen six monthe from the fimal date
for filing reports as required by Section 2528 1530 , pay or deliver
to the State Controller all aberdsred escheated property specified in
the report j;-previded;-tha% . However, if the owner estsblishes his
right to receive any abardsred such property to the satisfaction of
the holder before such property has been delivered to the State
Controller, or if it appears that for some other reason the presumptien

of-abandonmert-ig-erreonesus property is not subject 1o escheat under

this chapter , the holder need not pay or deliver the property ;-whieh

will-ne-lopgep-be-presuned-abandened; to the State Contrsller, but in
lieu thereof shall file with the State Controller a written explanation
of the proof of claim or of the errer-in-the-prescmpiisr-ef-abandonment

reason the property is not subject to escheat . The holder of any

interest under subdivision {b) of Section 2504{B} 1513 shall deliver

a duplicate certificate to the Stats Controliler. Upcon delivery of a
duplicate certificate to the State Controller, the holder and any
transfer agent, registrar or other person acting for or on behalf of
the holder in executing or delivering such duplicate certificate shall
be relieved from all liability of every kind to any perscn ineluding,
but not limited to, any person acguiring the original certificate

presumed-gbandoned or the duplicate of such certificate issued to the

State Controller for any losses or damages resulting to such person by
the issuance and delivery to the State Controller of such duplicate
certificate.
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Corment. Section 1532 is substantially the same as former Section 1512.
The revisions of the section are, for the most part, technical. The time
periocd for remitting escheated property to the Controller has been shortened
from seven to six months from the final date for filing reports so that the

property may be received by the Stete Controller in some month other than

the Jast month of the fiscal year.
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SEC, 21. Section 1515 of said code is renumbered and amended
to read:

1536- 1533, (a) All ebardsmed gscheated property other than
money and gecurities listed on any established stock exchange delivered
to the State Controller under this chapter shall be sold by the
State Controller to the highest bidder at public sale in whatever
city in the state affords in his judgment the most favorable market
for the property involved, The State Controller mey decline the
highest bid and reoffer the property for sale if he considers the
price bid insufficient. He need not offer any property for sale if,
in his oplnion, the probsble cost of sale exceeds the value of the
property.

Securities listed on an established stock exchange shall be sold
at the prevailing prices on said exchange.

{(b) Any sale of sbandsmed escheated property, other than money
and securities listed on any estahlished stock exchange, held under
this section shall be preceded by a single publication of notice thereof,
at least one week in advance of sale in an English language newspaper
of general cireulation in the county where the property is to be sold.

(¢) The purchaser at any sale conducted by the State Controller
pursuant to this chapter shall receive title to the property purchased,
free from all claims of the owner or prior holder thereof and of all
persons claiming through or under them. The State Controller shall
execute all documents necessary to complete the transfer of title,

{d) Mo action shall be brought or maintained by any person against
the state or any officer thereof for or on account of any transgaction
entered into pursuant to and in accordance with the provisions of this
section.

Comment. Section 1533 is substantially the same as former Section 1516.
~h0-




SRC, 22. Section 1517 of sald code is renumbered and
amended to read:

3517 léﬁ&; {a) All money received under this chapter,
including the proceeds from the sale of property under Section 1516
1533 , shall be deposited in the Unclaimed Property Fund in an account
titled "Abandoned Property.”

{b) All money in the abandoned property account in the Unclaimed

Property Fund is hereby continuously appropriated to the State Controller,
without regard to fiscal years, for expenditure fer in accordance with

law in carrying out and enforcing the provisions of this chapter,

including, but not limited to, the following purposes?
(1) For payment of claims allowed by the State Controller under

the provisions of Seetion- 4519 tThis chaptes.

(2) Por refund,to the person making such deposit, of amounts,
including overpayments, deposited in error in such fund 5 .

(3) For payment of the cost of appraisals incurred by the State
Controller covering property held in the name of an account in such fund ¢ .

(4) For paymént of the cost incurred by the State Controller
covering the purchase of lost instrument indemnity bonds, or for
payment to the person enititled thereto, for any unpaid lawful charges
or costs which arcse from holding any specific property or any specific
funds which were dellvered or paid to the State Controller, or which
arose from complying with this chapter with respect to such property
or funds § .

{5) For payment of amounts required to be paid by the state as

trustee, bailee, or successor in interest to the preceding owner ¢ .
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(6) For payment of costs incurred by the State Controller for

the repair, maintenance and upkeep of property held in the nsme of

an account in such fund s .
(7} For payment of costs of official advertising in connection

with the sale of property held in the name of an account in such fund % =
(8) For transfer to the General Fund as provided in parageaph

gubdivision (c) ef-this-ssebisn .

{c¢) At the end of each month, or oftener if he deems it advisable,
the State Controller shall trensfer all money in the abandoned

property account in excess of fifty thousand dollars ($50,000),

to the General Fund. Before making this transfer, he shail record

the name and last known address of each person appearing from the

holders' reports to be entitled to the abandséed escheated property

and of the name and last lnown address of each insured person or

annuitant, and with respect to each policy or contract listed in the

report of g life insurance corporation, its number, and the name of

the corporation. The record shall be available for public inspection

at all reasonable business hours.

Comment. Section 1534 is substantially the seme as former Section
1517. The preliminary language of subdivision (b) has been modified to
broaden the purposes for which the money in the abandoned property account
may be expended. Certain expenses that the Controller is authorized to incur
in the administration of this fund are not clearly included among the
specific purposes listed in subdivision (b). For example, litigation costs
inourred under Sections 1571-1573 are not clearly coversd by the itemized
list. The revised language eliminates any uncertainty over the availability
of the fund for such ordinary administrative expenses.’
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SEC, 23. B8ection 1521 of said code is renumbered and amended
to read:

1521 1535. Any property delivered to the State Controller
pursuant to this chapter which has no obvious commercial value shall
be retained by the State Controller until such time as he determines to
destroy or otherwise dispose of She-same it . If the State Controller
determines that eny property delivered to him pursuant to this chapter
has no obvious commercial walue, he may at any time thereafter destroy
or otherwise dispose of the ssme property , and in that event no
action or proceeding shall be brought or maintained against the state
or any officer thereof or against the holder for or on account of any
action teken by the State Controller pursuant to this chapter with

respect to said the property.

Cornent. Section 1535 is substantially the same as former Section 1521,




SEC, 24, Article % (commencing with Section 1540) is added to

Chapter 7 of Title 10 of Part 3 of said code, to read:

ARTICLE %  PAYMENT OF. CIAIMS

1540, (a) Any person, not ineluding another state, claiming an
interest in property paid or delivered to the State Controller under
this chapter may file a claim thereto or to the net proceeds of the sale
thereof at any time before such property is permanently escheated to
the state under this chapter. The elaim shall be cn a form
pPrescribed by the State Controller and shall be personally verified
by the claimant.

(b) The State Controller shall consider each claim within a0
days after it -is filed, He rcoy hold o hearing and receive evidence
concerrirg the ¢lairi, If a hearirg -is held, the State Controller shall
malke a written finding on each claim prescnted or heard, stating the
substance of any evidence heard by him ard the reasons for his finding,

The finding shall be of public record.

(¢} There shall be deducted by the State Controller from the
smount of any allowed and approved claim under this section, one percent
of the total amount of such claim, but in no event less than ten dollars
($10}, for each individual share claimed, as a service charge for the
receipt, accounting for, and management of the money or other property
claimed gnd for the  processing of the c¢laim filed to recover the same.
Canment., Section 1540 repeats in substance the provisions of former

(:: Sections 1518 and 1519. Although the time limit specified in subdivision (b)
did not appear in either of the superseded sections, it did appear from the

provisions of former Section 1520 (superseded by Section 1541).
T
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SEC. 25. Section 1518 of said code is repealed.,
l§iggf-ﬁny-pe?sen-el&iming—an-in$EFeat-in-any-prsperty
delivered-to-the-State-under-thig-ehapser-ray-file-a-personally
yverified-elaim-therebo-ar-te-the-proceeds fram-the-sale-thereaf

sr~the-form-preseribed-by-the-Stnte-Controlliors

Comment. Section 1518 is superseded by Section 1540,
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SEC, 26, Section 1519 of said code is repealed,

1519, -£3}--Tho-State.Controllior-shall-consider-any-siaik-
Ffilted-under-this~chapter-ard-may-hotd~a~hearing-and-reeeive~-evidonce
eeneerping-it---If.a-hoaring-1iz-hald-ha- - shall-prepare-a-finding-and
a~deeigion-in~-writing-on-ench-einim-fitedy-abating-the-subatanee-of
any-evidenee-hkeard-by-hin-and-the-reascns-fev-his-decigions-~-The
degdzsion-shall-he-a-pkiig-record,

£b)--There-shall-bo-deducted-by-the-Siate-Conbreller-from-she
aReuRE-of-aRy-aliswed-and-approved-elain-sndev-this-seatisny~-pereard

#f-khe-iotal-anewni-of-such-olainy-but-in-ne-eveni-less-than-$ea

dotlaws-{$10) s -For-cach-individunl-chare-stainedy-ns-a-se¥vige--chavgs -

for-tho-regaipty-aseonniing-fory-and-nanagepent-of-the -noney-or-sthay
preperiy-eltained-and=-for-tha-provessing~of-she-olaimn~-filed-5o-reeovey
the-gamey

Comment. . Section 1519 is superseded by Section 1540.
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SEC, 27. BSection 1520 of said code is renumbered and amended
to read:

2520+ }2&}; Any person aggrieved by a decisgsion of the State
Controller or as to whose claim the Conmtroller has failed to act within
90 days after the filing of the claim, may file a petition to establish
his claim in the superior court in any county or city and county in which
the Attorney General has an office. The proceeding shall be brought
within 90 days after the decision of the State Controller or within 180
days from the filing of the claim if the State Controller fails to act.
A copy of the petition and of a notice of hearing shall be served upon
the State Controller and the Attorney General and the Attorney General
shall have ret-legs-thar-30 §g days within which to respond by answer.
In lieu of answer, the Altorney General may file a statement of
noninterest whereupon the petitioner shall present to the court his primpe
faeie-presf evidence of centitlement. The proceeding shall be tried without
a jury. If judgment is awarded in favor of petitioner, the State
Controller shall make payment subject %2 any charges provided by

subdiviaion (d) of Section 1519k} 1540 . No costs of trial shall

be allowed for or against the petitioner.

Comment. Section 1541 is substantially the same as former Section 1520.
The former section did not provide a time limit within which the Attorney
General is required to respond by answer. The revised section doez contain

such a limit.
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SEC. 28, Section 1542 is added to scid code, to read:t ™

1542. {a) At any time after property has been paid or
delivered to the State Controller under this chapter, and notwith-
standing the permanent escheat of such property pursuant to Section
1550 or 1551, any other state is entitled to recover such property if:

{1) The property escheated to this state under subdivision (b)
of Section 1510 becauses no address of the owner of the property appeared
on the records of the holder when the property was escheated under
this chapter and the last lmown address of the owner was in fact in
such other state; or

(2) The property escheated to this state under subdivision (c)
of Section 1510 because the last known address of the owner of the
property appearing on the records of the holder was in such other
state when the rproperty was escheated under this chapter and such
other state at that time 4id not provide in its laws for the escheat
of such property, but currently so provides.

{b)} The claim of another state to recover escheated property
under this section shall be presented in writing to the State Controller,
who shall hold a hearing on each such claim within 90 days after it is
presented. He shall make a written finding on each claim heard, stating
the substance of any evidence heard by him and the reasons for his
finding. The finding shall be of public record. He shall allow a claim
if reascnably satisfied of the right of the other state to recover the
escheated property. Any claim allowed under this secticn is subject

to any charges provided in subdivision (e) of Section 1540.
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Comment: Section 1542 has no counterpart in the previous statutory
law of California. It is necessary, however, toc provide a procedural means

for this state to comply with the decision in Texas v. New Jersey, 379 U.S,

674 (1965). The United States Supreme Court in that case held that
property escheated by cne state under the conditions that are now specified
in subdivisions {b) and {¢) of Section 1510 could subsequently be claimed

by ancther state under the circumstances described in subdivision (a) of
Section 1542. B8ection 1542 provides the administrative procedure for handling

such claims.
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SEC. 29, Article 5 {commencing with Section 1550) is added to

Chapter 7 of Title 10 of Part 3 of said code, to read:
ARTICLE 5. FPERMANENT ESCHEAT

1550. (a) At any time after the close cf the fifth calendar
year after the year in which any property escheated under this chapter
is paid or delivered to the State Contreller, if no claim therefor has
been made and established by any personh, not including another state,
entitled thereto, the State Controller may commence a civil action in
the superior court for Sacramento County for & determination that such
property shall permanently escheat to the state; but if at the expiration
of such fifth year, an action previcusly brought by a claimant unde:
Section 1541 is pending, or if a person wholhas filed a2 claim to the
property under Section 1540 remains entitled at the expiration of such
fifth year to bring a court action under Section 1541, the State
Contreoller may not commence his civil action until after a final
court judgment has been rendered adversely to the petitioning cleimant,
or until after the expliration of the period in which & claimant would
be entitled to bring a court action under Section 15ul.

{b) at the time such action is commenced, the State Controller
shall cause notice thereof +o0 be published once each week for two
successive weeks in a newspaper having general circulation in the county
in which is situated the last known address of the owner according to the
records of the State Controller. If no address is listed, the notice
shall be published in the county in which the holder of the abandoned
property has his principal place of business within this state. BSuch
notice shall be entitled "Notice of Proceedings to Declare Certain
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Abandoned Property Permanently Escheated to the State of California
and shall include the following matters:

(1) The name of the owner and his last known address, if known.

{2} A brief description of the property.

(3) The name of the prior holder or holders.

(4) The smount or value of the property.

(5) A statement that a ccmplaint has been filed in the action
for permonent escheat.

{6) The plece, timre, and date of the hecrirg. .

(7) A Birecticn thet unless any pevrson claiming to be entitled
to the property, or his representative, makes claim for the property
in the manner provided in Section 1540 before the hearing, or appears
at the hearing to substantiate his claim, the property will permanently
escheat to the state and all right, title, or interest therein of the
owners will be terminated end all claims of the owners thereto forever
barred.

{c) At the time such action is commenced, the State Controller
shall mail to the last known address of the owner according to the
records of the State Controller a notice alike in all respects to
the published notice required under subsection (b)}.

(4} The court shall cnter a Judgnent that the subject properiy
has permanently escheated to the state and that all right, title, or
interest therein of the owmers is terminated and all claims of the
cwhners thereto foraver barred if the court is satisfied by evidence
that the State Controller has complied with this chapter, and:

(1) Wo person files a 2laim or appears at the hearing to present

a ¢laim} or




{2} The court determines that a claimant is not entitled to

the property claimed by hin.

Comment., Secticns 1550 and 1551 have been added to this chapter
in order to harmonize the escheat provisions of this chapter with the
escheat provisions appearing in Chapters 1-6 {Sections 1300-1476) of the
title on unclaimed property. The earlier escheat provisions all provide
for the permanent escheat of property that is paid or delivered to the
State Controller after a requisite pericd of time has elapsed within which
the owner may claim the property. This procedurs permits the Controller
to clear his books in regard to such property. Sections 1550 and 1551
provide a comparable procedure for the permanent escheat of property paid
or delivered to the State Controller under this chapter.

Saction 1550 describes a procedure which must be followed to accormplish
the permanent escheat of all property valued at more than $;pOO and which
may be followed to accomplish the permanent escheat of any property. Section
1551 describes an alternate procedure which may be followed for the permanent

escheat of property valued at $1000 or less,
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1551. (a) At any time after any money or other personal
property of a value of $1,000 or less has heretofore been or is
hereafter paid or delivered to the State Controller as escheated
property pursuant to this chapter, the State Controller may, in lieu
of the procedure provided in Section 1550, prepare a return listing
such property and give notice thereof in the manner provided in this
section.

{b) The return shall 1ist each item and show all of the
following:

(1) The amount of the property, if money, or a description
thereof if other than monsy.

(2) The name of the owner or claimant and his last known
address, if known,

(3} The name and address of the person delivering the property
to> the Stete Controller.

(4) The facts and circumstances by virtue of which it is claimed
the property hes escheated or vested in the State.

(5} Such other information as the State Controller mey desire to
include to assist ih identifying each item.

{c) When the return has been completed, the Controller shall
prepare, date, znd attach thereto a notice that the property listed
in the return has escheated or wested in the state. Copies of such
return and notice shall then be displayed and be open to public
inspection during business hours in at least three offices of the
Controller, one in the City of SBaecramento, one in the City and County

of San Prancisco, and one in the City of Los Angeles,
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(d) The Controller shall then cause notice to be given by
publication in one newspaper of general circulation published in the
City of Sacracento, in cne newspaper of general circulation published
in the City cof San Froncisco, ond in one rewspaper cf general
circulation published in the City of Los Angeles, at lesst once each
calendar week for four consecutive weeks, that the return and notice
that the property listed in the return has escheated or vested in
the state has been prepared and is on display and open to public
inspection during bhusiness hours, giving the addresses and room nurbers
of the locations where the return may be inspected. Such publication
shall be made within 90 days after attazching the notice i{o the return.
Nlotice by such publication shall be deemed completed four nonths after
attaching the notice to the return,

(e) Within five years after such notice by publication is
completed, any person entitled to such property may claim it in the
manner provided in Section 1540. All persons who fail to make such
claim within the time limited are forever barred and the property is
permanently escheated to ﬁhe state except that infants and persons of
unsound mind have the right to appear and claim such property at any
time within the time limited, or within one year after their

respective disabilities cease, whichever is the later date.

Comment. BSection 1551 describes a procedure which may be followed by
the Controller to permanently escheat property valued at $1,000 or less.
Section 1551 follows closely the provisions of Section 1415. The section
permits the State Controller to proceed by notice only in those cases where
the amount of the property involved does not warrant the expense that would

be incurred in & judicial proceeding to escheat the property.
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SEC, 30. 4 new article heading is added immediately preceding
Section 1513 of said code, which section is renumbered as Section

1560 by this act, such new article heading to read:

ARTICLE 6, COBLIGATIONS OF HOLDER AFTER PAYMENT OR DELIVERY
SEC. 31. BSection 1513 of saild code is renumbered and amended to
read:
1513, lzég; Upon the peyment or delivery of ekandsred escheated
property to the State Controller, the state shall assume custody and

shall be responsible for the safekeeping theresf of the property .

Any person who pays or delivers abkardered property to the State Controller
under this chapter is relieved ofall 1iability to the extent of the wvalue
of the property o paid or delivered for any claim which then exists or
which thereafter may arise or be made in respect to the property. Property
removed from a safe deposit box or other repository shall be received
by the State Controller subject to any valid lien of the holder for
rent and other charges, such rent and other charges tc be paid out of
the proceeds remaining after the State Conitroller has deducted therefrom
his selling cost. Any-holder-who-has-paid-mereys-io-the-Btate
Controller-pursvant-to-this-chaptor-may-pake-paysent-L6-any-persen
appoaring-to-sueh-holder-io-be-entitled-theretoy-and-upor-filing-procs
of -sueh-payment-and-procf-that-the-payee-was-entitled-therate,-the-State
Qentroller-shall-forthwith-reiwburee-the-holder-for-the -paymeni
Ary-holder-whe-has-delivered-perscnal.-properiy-ineluding-a
certificate.of-any-interasi-in-a-businesc-assoeiation-te-the-State
Gontrolles-pursuani-to-this-chapter-may-reqlain-sdeh-personal-propersy
3£-gtill-in-the-possessicn-of-the-State-Conirotler-without-payment-of
any-fee-or-othar-charges-upor-filing-preof-that-the-ovwner-thoresf-has

alaimed-sueh-personal-property-from-such-holdars
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Comment, Section 1560 is substantially the same as former Section
1513. Provisions that appeared in the former secticn permitting the
heolder to reclaim escheated property for the purpose of paying it to
the true owner have been deleted as unnecessary. The owner can claim
the property directly from the Controiler, The former holder, having
paid or delivered the property to the Controller, has no interest in
rasisting a claim by an alleged former owner. It seems inadvisable,
therefore, to permit an alleged former owner to process his claim
through a former holder and thus avoid subjecting his claim to the

scrutiny of the Controller.
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SEC, 32. Section 1514 of said code is renumbered and amended
to read:

15thy 1561. When property other than money is delivered
1o the State Controller under this chapter, any dividends, interest or
other increments realized or accruing on such properiy at or prior to
liquidation or conversion thereof into money, shall upon receipt be
credited to the owner's account by the State Controller. Excepi for
amounts so credited the owner is not entitled to receive income or
other increments on money or other property paid or delivered to the
State Controller under this chapter. All interest received and other
income derived from the investment of moneys depogited in the
Unclaimed Property Fund under the provisions of this chapter shall, on

order of the State Controller, be transferred to the General Fund.

Comment. Section 1561 is the same as former Section 1514,




1515.

SEC, 33. A new article heading is added immediately preceding
Saction 1515 of said code, which section is renumbered as Section

1570 by this act, such new article heading to read:
ARTICLE 7. CCMPLIANCE AND ENFORCEMENT

SEC, 34. Section 1515 of said code is renumbered and amended
to read:

3535 1570, The expiration of any period of time specified by
statute or court order, during which an action or proceeding may be
commenced or enforced to obtain payment of a cleim for money or
recovery of property, -shail does not prevent the money or property
from being presumed-sbandened-properby escheated , nor affect any
duty to file a report required by this chapter or to pay or deliver

abandened escheated property to the State Controller.

Comment., Seetion 1570 is substantially the same as former Section
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SEC. 35. BSection 1523 of said code is repealed.

1523, --If-any-peracn-refupses-to-detiver-preperty-to-the -Btate
Gontreller-as-regquired-under-this-ehepber;-the-State-Certreller-shall
bring-an-aebien-in~a-court-of-appreprigte -jurisdiction-to-enfores-gueh
detiverys
Comment. Section 1523 has been superseded by the provisions of

Section 1571,

-~
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SEC. 36. Section 1571 is added to ccid code, to read:

1571, {a) The State Controller may bring an action in a court
of appropriate jurisdiction, as specified in this section, for any
of the following purposes:
(1) To enforce the duty of any person under this chapter to
permit the examination of the records of such person.
(2) For & judicial determination that particular property known
by the State Controller to be held by any person is subject under law
to escheat by this state pursuant to this chapter.
(3) To enforce the delivery of any property to the State Controlier
a8 required under this chapter.

(b) The State Controller mey bring an action under this chapter

ir any court of this state of appropriate jurisdiction in any of the
following cases:

(1) Vhere the holder is any person domiciled in this state,
including any business asscciation organized under the laws of, or
created in, this state, and any national bank, or federal savings
and loan association located in this state, but not including any
federal court within this state.

{2) Vhere the holder is any person engaged in or transacting
business in this state, although not domiciled in this state.

{3) Where the property is tangible personal property and is held
in this state.
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{l4) vhere the holder is any court of this state, or any public
corporation, public authority, or public officer of this state, or &
political subdivision of this state.

(e) 1In any case whers no court of this state can ebtain juris-
diction over the holder, the State Controller msy bring an action in
any federal or state court with jurisdiction over the holder.

Comment, Seetion 1571 is designed to eclarify the circumstances under
whiech the State Controller mey sue in the esurta of this state or anpther
state or in the faderal eourts to enforce cempliance with the pravisions of
this chapter. The seetion generally requires the State Controller to proceed
in the Csal ifornia eourts unless the California courts cannot obtain juris-

diction over the holder,




SEC, 37. Section 1572 is added to said code, to read:

1572. At the request of any other state, the Atborney General
of this state 1s empowered to bring an action in the name of such
other state in any court of this state or federal court within this
state, to enforce the unclaimed property laws of such other state against
a holder in this state of property lawfully subject to escheat by
such other state, if all of the following exist:

{(a)} The courts of such other state cannot obtain jurisdiction
over the holder,

(b) Such cther staote makes reciprocal provision in its laws
for the bringing of an action by an officer of such other state in the
name of this state at the request of the Attorney General of this state,
to enforce the provisions of this chapter against any person in such
other state believed by the State Controller of this state to hold
property subject to escheat under this chapter, where the courts of
this state cannot obtain jurisdiction over such person,

(c) The laws of such other state provide for payment to this
state of reasonable costs incurred by the Attorney General of this
state in bringing an action under this section at the request of such
other state,

Comment, Section 1572 authorizes the Attorney Genmeral to sue in this

state to enforce compliance with the unclaimed property laws of another
atate, Under the provisions of Section 1572, however, the Attorney General
may do so only if the other state will similarly act to enforce the unclaimed
property laws of California agoinst holders of unclaimed property to which

California is entitled,
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SEC, 38, Section 1573 is added to said code, to read:
1573. ({a) If o person in another state is believed by the State

Controller of this state to hold property subject to escheat under

this chapter and the courts of this gtate cannot obtain jurisdietion

over such person, the Attorney General of this state may request an

officer of such other state to bring an action in the name of this
state to enforce the provisions of this chapter against such person,
{b) This state shall pay all reasomable costs incurred by any
other state in any action brought by such other state at the request of
the Attorney General of this state under this section, Any stote
bringing such action ghall be entitled additionally to a reward of
fifteen percent of the walue, after deducting reasonable costs, of

any property recovered for the state as o direct or indirect result

of such action, such reward to be paid by the State Controllar. Any

costs or rewards poid pursuant to thia section shall be paid from

the abandoned property account in the Unclaimed Property Fund and

shall not be deducted from the amount that is subject to be claimed

by the owner in accordance with this chapter.

Comment. Section 1573 authorizes this state to reguest the officials
of another state to bring acticn to recover property escheated to California
under the provisions of this chapter. 1In order to provide an incentive
for the recovery of such escheated property, the section authorizes the
payment of a fifteen percent reward for the recovery of escheated property.
This reward, however, is not paid from the escheated property itself., It
would be inappropriate to charge the owmer of the property with this fifteen
percent in the event he should later recover this property, for California's
claim to the property is not made for the owner?s benmefit, it is made for the

state's own benefit.
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SEC, 39. Section 1524 of said code is renumbered and amended to
read: |

152k, 1574, (a) Any person who wilfully fails to render any
report or perform other duties required under this chapter shall be
punished by a fine of ten dollars ($10) for each day such report is
withheld, but not more than one thousand dollars ($L1,000).

(b} Any person who wilfully refuses to pay or deliver abandoned

escheated property to the State Controller as reguired under this

chapter shall be punished by a fine of not less than five hundred
dollars ($500) nor more than five thousand dollars {$5,000), or
imprisomment for not more than six months, or both, in the discretion
of the court.

Comment, Section 157k is substantielly the same as former Saction

1524,
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SEC. 40. A new article heading is added immedistely preceding
Section 1525 of said code, which section is renumbered as Section 1580

by this act, such nev article heading to read:

ARTICLE 8. MISCELLAINEQUS
SEC. 41. Section 1525 of said code is renubered and amended to
read:
1525, 1580. The State Controller is hereby authorized to
make necessary rules and regulations to carry out the provisions of
this chapter,

Corment, Section 1580 is the some as former Scetion 1525,




1522,

SEC, b2, Section 1522 of said code 1s renubered and amended
to read:

1522, 1581, §a) The State Controller may st reasonable times
and upon reasonable novice examine the records of any person if he has
reason to believe that such person has failed to report property that
should have been reported pursuant to this chapter.

Lﬁl When requested by the State Controller, such examination

shall be conducted by any licensing or regulating agency otherwise

empovered by the laws of this state to examine the recorde of the holder.

For the purpose of determining compliance with this chapter, the
Superintendent of Banks and the Savings and Loan Commissioner are
hereby respectively vested with full authority Lo examine the records
of any banking organization and any savingé and loan association doing
business within this stave but not organized under the laws of or
created in this state.

Corment.,  Seciion 1581 is substantially the same as former Section




SEC. 43, Section 1525 of said code is renumbered and
amended to read:

3526 1582. This chapter ghall does not apply to

(a) Any property that has-been--presuzed-abandened-er waie escheated

under the laws of ancother state prior to fhe--effective-date-of-this

chapbery-Rer-5hall khis-chapter-epply-4e September 18, 1950.

(b) Any property in the official custody of a municipal utility
district $-mer-%e .

{c) Any property in the official custody of a local agency

if such property may be transferred to the General Fund of such agency

under the provisions of Sections 50050-50053 of the Govermment Code.

{d) Any property held for refund %o customers of a utility

pursuant to an owder of the Public Wilities Commission of this state,

Comment. Sectiosn 1582 is substantially the same as former Ssction
1525. The provisions of subdivision {d} hove been added to meet a problem
that was met under the previous law by excluding uwtilities from the

operation of this chapter entirely.
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()

 Comment,

SEC, 44, Section 1527 of said code is renumbered and amended
to read:
3527: 1583, No agreement eniered within nine monthe after the

date of filing report under subdivision (¢} of Section 3530{d} 1530

#hald be is valld if any person thereby undertakes to locate property
reported under Section 153@ 1530 for a fee or other compensation
exceading 10 percent of the wvalue of recoverable property unless the
agreement is in writing and signed by the o>wner and discloses the nature
end value of the property and the name and address of the holder thereof,
as such facts are so reported , ¢ provided,-that HNothing kerein

in this section shall be construed to prevent an owner from asserting,

at any time, that any agreement to locate property is based upon an

excessive or unjust consideration.

dection 1583 is substantially the same as former Section

1527,
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SEC.-hS. Section 3081 of the Civil Code is repealed.

3681, --Any-eorpereiion-engaged-in--$he-businesa-of-renbing-to
the-pubtie-pefe-deposit-bones-may-dispese-of-the-unelaimed-contente
af the-gafe-dopesit-boier -in-the manner- geb-forsh-in-Sectiens-30a
%9 Wry-inetusivey-of fthe Bonk-Aess
Comment, Section 3081 is superseded by the provisions of Chapter 7

{ commencing with Section 1500) of Title 10 of Port 3 of the Code of Ciril

-

Procedure.

-59.
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SEC, 46. Section 161 of the Code of Civil Procedure is amended

to read:
1614, Property received under this chapter shall be deposited
or sold by the State Controller as though received under the -Uniform

Pispesition-of-Uneleimed-Preperty-Aet Chapter 7 {commencing with

Section 1500) of this title . Property received under this chapter

shall not be subject to claim within two years following the date
upon which it is poid to or received by the state, Thereafter, clains
shall be made in the monner provided in Chapter 7 of Title 10 of Part
3 of this code,

Comment., This is a technical, nonsubstantive amendment.

-70-




(N

SEC. U47. This act does not affect any duty to file a report
with the State Controller or any duty to pay or deliver property to

the State Controller thai arcse prior to the effective date of this

act under the provisions of Chapter 7 (cormencing with Section 1500)

of Title 10 of Part 3 of the Code of Civil Procedure. Any such report

or any Such payment or delivery shall be mnde in accordance with the

law in effect pricr to the effective date of this act as if this aet
had not been enacted,

Comment . This act modifies the requirements for filing unclaimed
property reports and delivering such property to the State Controller, Tt
omits the provisions of former Section 1510(g), which prescribed the contents
of the initial report to be filed under the Uniform Disposition of Unclaimed
Property Act after it became effective on September 18, 1959. Section 46
is intended to make clear that the enactment of this act does not affeot
whatever obligation the provisions of the previous statute imposed upon
perscns who were subject to its terms in regard to filing reports and paying

or delivering property to thes State Controller,

-T1-
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An act to add Chapter O {eormencing with Ssciizn 1620) tn Tdtle 10 of

Part 3 of the Code of (ivil Procedure, nmelaling o the Unclaimed

Property Compaot.

The peo;gle of the State of (eliloends do enzcet ar foliows:

SRCTIOY 1. Chepbter ¢ {cumencing wits Section 1520) is added to

Title 1C of Part % of the Cofe of C0ivil Procedure, te read:

CHAFI®R 9. UHCTATMED PROPERTY COMPACT
1620, 'The Unelabeed Proparty Compacd 1o hersby enacted into law

et

and entered into with all obher jurdsdictions logelly Joining therein in

the fcm subatantially 2y follows:

UMCLADED PRCPERTY CURPACT
ARTHZE T
Purpoiamey

It is the purpome of thia comymet aml of the sinbes party here
wi

fa) To eliminare the sigrs and Ingamenisice to which hoiders
of unslaiseed property may be subject i reaove of aoiiel or pog-
sitie clabmns therere o ta ths cusiody thereod by more: than ons
sighe,

by To provice & wniform eacd scuwitalile sel of suandesds o
the debtrmoination uf entitlemient (0 recedve, Rold st mpoee of
uaclaimed properly,

{Q} To provide merbods wioreby the: party @oates DY Lo~

. operate with each other n the disoovery snd taking pospeiridn

of unciainued propesty,

ARTEILE i
Deefiarithong

As nsed in this compast, the term:.

{#) "Usdaimed property” mesns auy property which under’
the laws of the sppropriate s is subiect to delivery to that
stare for {rs wse o custody by Tesson of e having been v
ciaimes gy abandoned for sngk period st the laws of that ntshe
may provide,



(5} “Holder™ rmeans ARy Oiigoy of any indiviges), business
associabing, gowerniment o3 snbdvivias teereod, sublbic corpora-
Gor, pubiic anthocity, oatete, ctust, Twe of mere persans -
g & iodnk oU obrimon iateren, oy st other legal oF commere
Cial entity heving passession, cRaiody ot cumizol o wnckatmed
propervy, ' ;

(<) "Ecete™ nuwmng 3 atany of che United Stawe, the Disteict
of Columbla, the Comsonweslts of Fuerm g, 42 2 tarcitery
o posBession of the United Sistas . '

ARTICLE WY

Degerp Laa ko ol Tatiitlonntat
Linciaimend Properey

{a} <only the mode Lawikich veclaised peal propetiy o wa~
claimed tuagihis peracnsl property s toosted shell be snttied
oo Teceive, hold and disposy of such sToperty in socordance with
itz laws,

£ G the case of ruclafined ploperty the Rlapositicn of whick
i2 not densranined by che applcation of parsgraph (8) of this
Axrticle, mod ebe balder of whioh piepenity fs subject w0 the jurias
diction of oniy en firate, that Stage and uo other ghall be en-
titled o recaive, hold awl disposty of Sueh waclakeud propesty
in acmxdiance with tg lav.

{cy In wespeet off ol wscdaime propeTey the Glnpoaision of
which iia bl Seserrnined by the apciicntions of pnragoaphs (&) or
(b} of this Article, entidieniena aball b deceninined ay foliowa;

N, The stk inowhich iv bocatsd eher Jaet known eddress of
the person enctled o the properly stull be potited w receive,
hold and dugone of th Satke by pocorrdarwce with ivs lawe, The
Rmst Emtwi addvess shail e presarned o be dest ghown by the
records of dse bolder, .

Z. M the tdeniiry of the penson enaitied 13 unkinows: i o
addn pns bor chir person sulflclent to mest e royusr emens ol
subpastagroph | of thiy paingraph L8 koown; o 1 the laws of ihe
swte of ast known addreas doosol Subloot S propesny in ques-
vion, 10 taking, the stere pnder whose lawe the hodder in leoor-
porated (if she holder is o carpovagion) of sropanized (f the holder
is o agsoiziion oo attificisl entivy ofwr thin 4 COVPOTETIMY,
or tiw state wiare the Wider ig demiciled G the haldet is a
natucud persmiy shalk be samitiod o receire, hold and dispose of

- thex game D secondance with ite lews, B ohe holder 8 incoz-

portated or orgenized wnder the Jaws of muone thin oo palty stare,
such party staces shadl be eartied 1o take equak shares of dhe
pregyerty covered by thio patepteph. Lo such event, each shalt
bear o proparsienets shave of the coaws of the tddng,

3. I the disposition of sry unclalimed propevty is not de-
termined by spplicadon of any preceding provision of this Arvicle,



Y

the stite in wiich b5 focsted B oiflen of the holdet malking the
Lorgeat woral disbursersents widhie 183 irmedictely gaeonding
fiscal yeaxr abail be entigled to receive, hoic and diapose of the
property it soturdoncs with R as,

§. Whetever unclaimosd pipersy has b taen v &
party swi? in scosrdeece with Tids peiapraph, within one yess
Broun rhe Ceking of Soch praperty, or Wighia one year from the
earliest titse at #hich anothar parry e would heve been en-
titied to tugce the pocoparty (o euestion polsuan: w it unclairmed
propeity laws, whichewer dade do tater, nuy paxey stese sdutl be
eutiiied w eatalilisy the idonting e lagt nosm adidiess of an
entitied peraoa previnusly thought to by welnows, oF to gatabiisk
a bater knowe gddress fon an eutitied person, Lipba sech estabs
lisivepeent, anmd o the Dasls thoren! o paotiy srte aball apon de-
mand be entitled ¢ raceive the propexiy fram e ste idally
taking the syme goad 7o hold and digpose of it la accordunce with
ita Yaws. Thin subpaciyraph shall nec apply to o <debo made by
& SEake vinder o atature snaensd dnbxeegest o the teze when the
inbrial aiare ook the property,

ARTICELE IV
{operniios

The pacty simves ohadpe to wach atieer faithfel cooperation i
the sdrnirdsiriion ol thedr reapethve unclzined property Laws,
T this sired, 2 party state shail, upen the request of sop vhex
party state, wake avaiisble i eny such sdate ey indormation
whick 3r snay heve o 1 possetdion by reagon of its adenindserg-
o of 1z owy sncloimend propetty laws, wess Kscissure
theruof b expressly prohibited iy bh Lives of the party state of
whielt ther Tequest 318 made, Uniess the paxrty stabs conceindd
stherwiss apres, e party st making & repuest for iafernug.
tlon pur Bwa to sbdy Arvicte ahadl e esuieled to Seddtve it only
by hearing such costy ag st be foskeed to fualehing v La-
formecion Teguesed, '

ARTYCLE W
Seate Lows Dhedlecied in Cegmin Heapectn

Emch paryy st oy smmnt Ant crmginue is foves By SERTUER
nok iz conflich with thie eompact sind Dy sl the enciieat,
custodial, or any other priceipie in respeer of wnclainwd prop-
erty,
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ARTICLYE ¥E
Finadssy
Ercept as provitded o dytcie D7 o &

1. Mo seshatmed pooperty sschosited o recelved Xito the
custody of m party state, priod o February b, 1585, pasoihsm
to itd iews sinil b subjess to the sulseguent clailin of sy gthoen
paxty stale, and the enactmeang of Big Seempact shall constimee
& walvex Dy the saasting smce of any auch olaix,

. Mo wsclslped penerey enchesied or received inte e cug-
tods of 2 party stae ob or atter Febrogoy 3, 1965 shall be cub-
ject tn the nubsequent claim of a0y ather peety State, ol the
enactment of this ~cwmpact vhill conshitee 3 wabiey by the en-
acting state of IRy Such clawmt prodided that auch raking was
consivtent with the prowisions of 9us corpest,

ARTICLE Wi
Ewrgms of Hights Deermiaed

The ooy rights determined by this compict shail be thaose of
the party states . With sospech 1) aly ROD-RERTY Slale, 40 as-
serthon of Jurisdionan o rectlve, bald or dimase of aw) un-
cladmed properey madke by & paosy stane shall bo determbvid in
the: sapee mamer and o the ssae busis xu S e gepencs of this
corEpact. fp any slpeaiied involviog mveltinde clulitne by edees,
boih party angd aos-parey, e grandards condainmd i chis com-

Lpadc shall be usesd o deterniine ewidament only as among the

party states, With rospech to the cialig of ong sone-pasty state
any compvaversy dhail v devesmustd ls gocarderot Wik dhe Lyw
ad B ey be e the aldencs of whils polapact, The snactamsnt of
this compact shall not consdiuwe 3 walvet of sny daism by a paeeg
STl wd RERINSL D 0L PRETY dtaln,

AFTICLE W
Enery oo Foros Lol Witheirsowad

Thie coppact shall amer Lo force soeh buoosse bindbeg ug to
ory state whaa i los enscid the s st W9, Ay paety utae
iy wrishenay foaes fhe rompacy by annciing v Stabute tepaaling
thir sarae, kb oo duck withdeaenl obadd ke e iecr il teie yesrs
afteT the expzoutive bead of the withdrswing saste ban glesn actice
in wrising of the wilbdravalk to e eoecutive head of esch gl
party stake . Amy vnclaimed propetty which 2 stete siall bave
reovived, i which it shal} beve oo ootitied o roreive by
opearation of this compace tarisg the petiod whies such staie -as
party hexen shail not he effecied by swch withdrawal.

g
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HE

Caonatreciion oyt Severabilig

Thin compact shall be ilberlly coneirued to as o effeotuain

the gurpeses thereof,

pazty stiie of of the |

That provisions of this compact ghall be
severabie snd if any phrase, clnuse, seangirees or pravision of
this compact i8 declared o be contrery to the conuitution of sy

Uhadbed St ax the sppbicabiiity theren! t

any governmend, RPENcy, pErson o Sivclhstance B beldi -
valld, the validity of the memaisder of this cormpast and tis pp-
phicability thereof 16 amy gOVEIIGRG, BEELSY, [LEFSOn O Oi-
curstimoe uhall nar e atfected therelre.
be held contraxy o the constitwlon of ROy Biste Parcy thereno,
the compect shall remain in {2l force and efact an to this ra-
maining #tates and ip full fnree end effed: an o the Stete ai-
fected asn to ald severshie mstvers,

1621, The 3%

igeessary or spHropriste

and sharing of ecgis purse

for the agsdmpiion or boans
1522, Hith refersace

of She compect, ths Lawm

"

i i g 4w
gho Contrnller may

srate Wil
LooaArtials

el LaE N

15

T e e ~mre
Cood™ QLT

£ e s
k. 5}
RN 21
iy rmad
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If thix cornpact shall

(e o coppact, o
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Section 23;!. of the Probate Coﬂe ia, mnded tn;

SEC'J.‘IOR 1. .




'  er any other statute, rule; regulation, law , or decision, moneys

" held by a trust funds for the purposes of providing health and -
jvelfare s pension, ﬁacation, severance, supplemégtal‘ unenrployment

insurance benefite , ofc gimilar 'bene:l’its ahall rot pass to m

‘-state or escheat to the state but such mﬁeys go t0: t,he tmgg

L

nmd homing them .

Me?_l_ Sectmn 231 seta fort.h the clrcumstances u.n&ar which ﬁ:e_‘

igmyertx of a person whc dies without he:u-s eseheats to ‘l:his :ta.te'

Subdivismn {a) sta.tes t.ha general rule that thg, estate 6£ q'pemm

mnsd.without heirs eacheats ta the state._ Under tne m 9.*;‘ smne g

within a apeciﬁed ﬂegree of kinsnip.‘

See Estate Gi lhlaﬂog )
| :[1953] 2 .a.u R, 300 {c.,a.) ma revised 1&%»1* mﬂ;&iﬁ, Lor a

Paragrﬁph {l} rastates ’che existing 1aw insofar as it rela‘he to real__

‘but it prqbably ehanges the existing 1aw*inaofar as 11: relat.es ta' €

préperty. : See Estate of Hulan, 135 cal. App. 2:1 16, 286 P.i-m 899 (iQE

hi the Nolan ca.se, the court ‘held that real proper‘ny within the sta‘hé

escheats to Californ:.a but ths.t persona.}. prcyerty eschea.f:s 'l:.c _t:he gema




of the jurisdiction where the decedent was demiciled at his death.
Although the personal property involved in the Iolan case was intangible
property (bank accounts), the rationale and languege of that case are
applicable to tangible as well as intangible personal property. Under
" Bection 231 as revised, however, it will be clear that tangible personal
'property within- the state escheats to ﬁhe State of Callfarnla, not to the

gcvernment of the dscedent's domicile.

Paragraph {2) of subdivision {v) providgs that ali intangiblg'peiscnali" Lo

prﬁperty belonging to a pefSOn dying without heirs escheats to the State_,
of_California. The residence‘or domipile of the decedent is not determinative
j -gf_thé state's right of escheat under this paragraph, nor is the resi&ence,

‘dowiecile, or state‘of:incorporation of the debtor or obligor..'Uhder“this
'ﬁaragraph, the Staté of Cﬁlifornia may claim the eséheat‘of-intangible "
personal property even though the decedent wes not a domieiliary df Cgiifé;nia‘-
 at his death and even though, for-example, the bank account sought to be |
escheated is in an out-of-state bank. The only stated limltatlons on the
. state's rlght to escheat intangible property are those contained in the law
of the United States and the statutes of Californla. "There may.be in some
cases an additional practical limitation insofar és'fofeign assels aie
concerned that will result from the state's lack of jurisdiciion ovgr'the'.
decedent's represéntative or the cbligor or both,

| The 1imit of the right of escheat that the state may claiin under

‘paragraph (2) is not clear because the éxisting federal law is“ﬁot:élear;
The ﬂnited States Suﬁreme'Court has decided, in regerd to the escheat of
ab;ndoned,intangible property, that only one state may éscheat the prdpeftj
and the proper state to exercise the right of escheat is the state of the :

last known regidence of the ouner as shown on the books of the debtor.
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. Texas v. New Jersey, 379 U.S. 674 {1965). But, it is impossible to determine

whether this holding 1s spplicable to the escheat of intangible property

owned. by a person who has died without heirs.
The right to escheat intangibles that is asserted in parsgraph {2}

changes the existing California law. Under Estate of Nolen, 135 Cal. App.2d

16, 286 P.2d 899 {1955), California asserts a right to escheat the intangibles .

owned by a person who has died without heirs only when the decedent was

' ‘domiciled in California at his death. Thus, Californis permits other atgﬁes'
Lo escheat the money left in California bank accounts by nondomieiliary

. decedents. Yet, some other sfates escheat the bank adcountsaand other

intanglble property left in those states by Callfornia damiczllarles who

~ die without he1rs.' See In re Rapoport’s Estate, 317 Mich. 291, 26 H.W 24 .

777 (1947); .In re MEnschéfrend‘s.Estate, 283 app. Div. 463, 128 N.Y.S. 2&

738 (195&) Paragraph {2) of subd1v181on (b) will permit C&llfornla to

assert a right to escheat intangibles where there is any balls--dnmicile of

- decederit, last address of decedent, domicile or locatlon of debtor, etc, -

for doing sc untll the United States SuPreme Court establishes & uniform

rule governing the escheat of decedents' property just as it has established

a un;fb:m.rule governlng the escheat of-abandoned property.

Subdivisions (c) and (d) continue the law that wes stated in the previous

version of Section 231. The wbrds-éddad at the end of SUbaiviSibn (&) are o

" intended to be clarifying. The sectlon did not 1nd1cate previously what

dlsp031t10n shculd be made of the unescheated prqperty.
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A State Statuic for the Disposition of
Unclaimed Propertyt :

Copyright (@ 1965 by the Marvard
Student Legislative Research Bureau
and repointed in revised form frem
3 Narv. J. Legis, {1965) for limited
distribution with the pewmission of
the Copyright owner.

This M Draft utilizes the framewors of the Uniform Dirposition
of U:_mbmd Property dct and sats forth a proposal for the more
effective copture of the Natiow's growing guantem .of unclaimed
Broperty. The stotute specifically deals with the grodlem of conflicting

. dc.iul?mdua’mhrﬂnmum&;rm&wﬁmw
opinian in Texar 0. New Jersey, 330 U8, 874 (1088),

I. InTRODUCTION

To states ever seeking new sources of non-tax revepue, the in-
woduction of laws to capture potentially large sums in unclaimed
persoasl property has become an attractive proposition. Litde
of such properey is ever reclaimed by the persons entitied to it
‘The advantages of virtually perpetual state control of these funds,
combinad with & desire to prevent windfalls to the holders, have
led ten states to enact their own comprehensive abandoned prop-
erty statutes. ‘Twalvs other states have enacted cither the modern
Uniform Disposition of Undaimed Properey Act, 9A Uniform
Laws Ann. 416 (1965) (hercinafter called the Uniform Act)

or legislation based upon it

At present, the law of many states does not reflect this trend
toward comprehensive legislation for the purpase of tapping this
rich source of revenne. Disconnected provisions for state custody
and, in some cases, eventual escheat of some eypes of unclaimed
personal property are scartered throogh state statutes, but pro-
cedures for capture vary from the mandatory and complex to the
voluntary and simple. Maay types of property that make up &
Jarge proportion of the abandoned property revenues of some
states are not specifically covered in others.

‘This proposed statute is intended to bring escheat haw wp to
date. Leaving intact existing provisions for immediate escheat
of realty and persopalty under the descent and distribution laws,
the statute collects in one act most of the other law dealing with
sbandoned unclaimed personal property, tangible and intangible.
The statute greatly expands the classes.of property now subject

3 Sev 1 Huaw, J. Lrcte 151 (59643 for the text of & propoaed federad it
reselve conficting state ¢lnima to abandeced properry.




to a presumption of abandonment in many states. It provides s
uniform procedure for the reporting, delivery, state custody, and
final escheat of the property, as well as daim procedures and
means by which the state treasurer can enforce the statute.
The statute is 2 thirty section adaptation of the basic property
classifications and reporting procedures of the Uniform Act
modified to accord with the recent decision in Texas v. New Jer-
sey, 379 U.S. 674 {1965). Section 404, “Claims by other states,”
and section 602, “Enforcement,” were added specifically because
of the Texas v. New Jersey decision. Also, whereas the Uniform
Act is purely “custodial” in nature, in that the state never takes
absolute title, and claims for held property may be made at any
time, this proposed act is of the combined custodial-escheat type
enacted in-1g62 by Connecticut. Conn. Gen, Stat. Ann. §§ 3-56a
to-752 (Supp. 1964). After fifteen years of state custody during
which claims may be made, the state treasurer is'empowered to
institute proceedings to declare the property escheated to the

"state.

I1. CONSTITUTIONAL PROBLEMS

Two primary constitutiona! problems exist in the area of state
escheat of unclaimed property: (1} due process considerations
raised by the elimination, because of the disproportionately large
expense involved, of individual notice of state action to the many.
persons entitled to small amounts of property presumed aban-
doned (discussed in the comments to sections 301 and jo0z);
and (2) the requirement that holders of unclaimed property
report and deliver the property to the state even though the -
statute of limitations has run in the holder’s favor as against
the owner {discussed in the comments to section 6or). A third,
and the most serions, constitutional problem was only recently
resolved by the Texas v. New Jersey decision. As more states

~ enacted escheat laws, there was the increasing possibility that

holders of unclaimed property would be liable to deliver the
property to more than one state. This problem and its resole-
tion are discussed immediately below.

The chief uncertainty involved in the escheat statutes of many
states was constitutional in nature. In Western Union Telegroph
Co. v. Pennsylvania, 368 U8, 71 {1961}, the Supreme Court of -

2




the United States had declared it a violation of due process for
more than one state to escheat a given item of intangible personal
property. It appeared that any state facing an actual or potential
dispute by a sister state would be forced to bring an original action
in the Supreme Court for a declaration of its rights before it
could take the property.

This situation arose because a growing number of states were
enacting abandoned property statutes and because the Court in
previous cases had approved two conflicting tests for a state's
power to escheat property through state court praceedings. In
Connecticus Mutnal Life Insurance Co. v. Moore, 333 U.S. g42
(1948}, New Yotk was given power to take custody of unclaimed
insurance policies issued on the lives of its residents by foreign
corporations. In Standard Qil Co. v. New Jersey, 341 U.S, 428
{1951}, the state of the property holder’s domicile was permitted
to escheat intangibles held for owners whose last known addresses
were outside New Jersey. In the Connecticut Mutual case, the
majority expressly did not decide what other states might also
have sufhcient contatts, although a number of additional possibik-
ties occurred to commentators. With this conflict of authority it
was not surprising, therefore, to find that the jurisdictional tests
incorporated in the unclaimed property faws of the several states
should vary, each being most favorable to the cnacting state.
Since both jurisdictional tests approved by the Court required
somne “contacts,” either with the owner or the holder, jurisdic-
tional tests varied not anly by state but also by types of property
covered by the particular state’s law. In an attempt to resolve
the conflicts that would naturally arise, the Uniform Act suge
gested a reciprocity clause, Uniform Disposition of Unclaimed
Property Act § 10, 9A Uniform Laws Ann. 428 (1965), which
allowed another state to escheat certain types of property if the
owner's last known address were there. But the success of this
clause was contingent upon its enactment by every state, and this
was considered unlikely, especially in those states most adversely
affected, e.g., New Jersey and New York which, under the Stan-
dard Oil case, could escheat property on the basis of the holder’s
demicile being in the state,

Amid this confusion, however, the then pending original juris.
diction case of Texas v. New Jersey, first of the cases brought in
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the Supreme Court under the W estern Union doctrine, held some
promise of laying down a single rule, or scheme of rules, to guide
states seeking to escheat intangible personalty. That promise was
realized. On February 1, 1965, a majority of eight, speaking
through Mr. Justice Black, set forth a “‘federal common law” rule
that only the state of the last known address of the person entitded
to the debt, as shown on the records of the holder, could escheat.
Where there was no address recorded, the state of the holder's
domicile could take the property for itself until another state
came forward with proof that the last known address of the
property owner was in that state. The state of the holder’s domi-
cile similarly conld escheat if the owner’s last known address on
the holder's records were in another state which did not then pro-
vide for escheat of such property, except that the other state
conld take the propefty as soon as its laws did so provide. 379
ULS. 674, 682 (1965). The Court accepted the basic proposals
of its special master appointed to hear the arguments of Texas,
New Jersey, Florida, and Pennsylvania, zll claiming some $26,
000 in debts held by the Sun Oil Company, which asked only to be
protected from multiple lLiability. Florida, an intervenor in the
action, was upheld in its contention that the last known recorded
address of the owner should be the guide.

The Court rejected proposed primary rules which would have
allowed escheat only by the state with the “most significant con-
tacts” with the property; or by the state of the holder’s domicile
{the test advocated by Mr. Justice Stewart, dissenting) ; or by the
state where the holder had its principal place of business. The
Court’s solution, it maintained, was dictated not by constitutional
compulsion but by equity and ease of administration. Moreover,
it was in line with cases holding that the state of a decedant’s dom-
icile at death could levy an inheritance tax on the decedent’s in-
tangible personalty, wherever located, whereas another state, in
which was located the physical evidence of the intangibles, could
not levy such a tax. Beldwin v. Missouri, 281 U.S. 586 {1930);
Farmers Loan & Trust Co. v. Minnesota, 280 U.S. 204 {1930);
Blodgett v. Silberman, 277 US. 1 (1928).

The primary rule, granting undaimed property to the state
of the owner's last known address, is simple and is ecasily admin-
istered. It will apply in most cases. Because it “will tend to
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distribute escheats amang the States in the proportion of the

commercial activities of their residents,” 379 U.S. 674, 681, it
is, in the draftsmen's opinion, highly beneficial and favorable to
the_majority of states, certainly far preferable to a rule giving
huge sums in unclaimed property to the relatively few states
where large national corporations, owing debts to persons
throughout the country, are domiciled. _

Texas v. New Jersey does, however, leave some problems in
the area of unclaimed property. But it has cleared away much
crippling confusion. To many states, two of the decision’s most
important effects are likely to be, (1) assurance that the state
courts can be utilized for escheat proceedings in the great num-
ber of cases where these courts can obtain personal jurisdiction
over the holder, and (2) the elimination of any need for state
court jurisdiction over the holder as a prereguisite to 2 valid claim
for escheat, since the mere location of the owner’s last known ad-
dress in the state, no matter what "‘contacts” the state has with
the holder, is sufficient under the federal common law developed
by the Supreme Court in the exercise of its original jurisdiction.
Many problems of enforcing a state’s rights remain. These will

‘be canvassed in this memorandum, chiefly in the analysis of see-

tion 602, infra.

Two questions of marginal application of the decision may be
disposed of fairly readily. One involves the apparently simple test
of the “last known address” on the holder’s records. Can two
states dispute which of two or more recorded addresses is the
“last known"? Such cases, the draftsmen believe, by their ng-
ture will be extremely rare. Generally the last address chron-
ologically reported to the holder will be considered the “last
known.” (It should be emphasized that, as long as there is some
address on the holder’s records, actual knowledge by anyone of

another, unrecorded address, appears to be immaterial) The
second question concerns those occasions when the state of the

holder’s domicile may take property because another state, wheres
in the awner is recorded to have last resided, does not “provide
for escheat” of property otherwise due it Suppose a state pre.
sumes a certain item of property abandoned under its Jaws be-
cause the owner has made no claim to it for the statutory fifteen
years. The last known address of the owner, on the records of




the corporation, is in a state which provides for taking such
property after twenty years. It would seem that the first state
could not take the property, since the other state currently ‘pro-
vides” for its taking, althongh at some future time.

Texas v. New Jersey is bound to have a profound effect on
the zbandoned property laws of the states. It will act as a
powerful incentive tc the passage of comprehensive laws by
states not now having them. It must lead to adjustments in exist-
ing laws. Some New York City bankers, apparently rather un.
happy about the majority opinion, have predicted that the New
York Legislature will soon change that state’s pioneering 22-
year-old statute to conform to the federal law. N.Y. Times,
Feb. 7, 1963, §3, p. 11, col. 4.

1I1. Tue Prorosep AcT

The accompanying statutory draft attempts to take full advan.
tage of the opportunities opened to many states by Texas v.
New Jersey. It asserts each state’s right to every type of intan-
gible personal property due to the state under the law as now
declared, despite Jack of personal jurisdiction over the holder by
that state’s courts, and regardless of the character of certain
holders, e.g., federal courts or puhlic bodies or officers of other
states. Tangible personal property is claimed only if actually
lorated in the cscheatmg state.

The various “contacts” requirements contained in :ndmdual
sections of the Uniform Act as prerequisites to 2 right of es-
cheat have been eliminated. Section 201 of this draft sets .
forth the three general Supreme Court standards as prerequi-
sites, referring the reader to the sections dealing with nine classes
of property for the time periods and circumstances of owner
inactivity giving rise to the presumption of abandonment, if the
three basic conditions are met. '

The administrative, or procedural, sections of the Uniform
Act have been retained largely intact. A new enforcement provi-
sion is contained in section 602. Of particular interest is
subsection {(d}. It is aimed at reducing the inconvenience of ad-

ministration, by giving other states a financial incentive to sue in
" ‘the name of the escheating state to recover property due to the
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escheating state, where the courts of the escheating state cannot
obtain jurisdiction over the holder. The section reciprocally pro-
vides that at the request of such other state the attorney general
will sue in a court in the first state in the name of such other
state. It is hoped that this procedure will prove usable in most
cases where the state treasurer, choosing to bring suit, other-
wise would have to go outside the state. 'Where the sum involved
is large enough, the treasurer might bring the suit himself to save
the state the 1§ per cent reward recommended ta be given to
agent-stzates, ' :
Another important provision is section 404, “Claims by other
states.” This section sets up an administrative procedure where-
by, once a state has taken property under the Supreme Court's
two exceptions to the general rule, another state daiming to have
become entitled to that property under these two exceptions is
given the opportunity to present its claim to the state treasurer.
It is hoped that settlements under this section will avoid many
original actions in the Supreme Court of the United States.
Generally, the Act operates as follows:

(1) After fifteen years during which no interest has been
shown in personal property, it is presumed abandoned.

{2) The holder of such property annually submits to the
state treasurer a verified report of all such property held by him.
Unless the owner's claim against the holder is barred by the
statute of limitations, the holder, before filing the report, mails
a notice to the owner at his Jast known address. Names and
addresses of all owners except owners of sums less than ten
dollars are reported to the state treasurer. Sums below that |
amount are reported in the aggregate.

(3) Within 120 days from the receipt of the annual report,
the state treasurer gives notice by publication and by mail to
each owner pamed in the report. The owner has 65 days after
the second published notice to claim his property from the holder.

(4) If no daim is allowed by the holder within that 65 d_ay
period, the holder is given 20 days to deliver the property, with
increments accrued during the period of holding, to the custody
of the state treasurer. Having done so, he is relieved of all
liability to the owner.
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(5) Within the 1§ year custodiai period, the state treasurer
may sell received property other than money. Listed shares of
stock, if sold, are sold at prevailing exchange prices; other prop-
erty may be sold at public sale.

(6) Net funds, from which the state treasurer may first
deduct the costs connected with the sale and keeping of the
property, are deposited in'the state treasury. The treasurer re-
tains at least $50,000 in a trust fund from which claims are paid.
A public record is kept of the names and addresses of all
owners whose names and addresses have been reported to the
state.

(7} Claims made for the property during the 15 year cus-
todial period are considered by the state treasurer within 90
days after filing. A formal hearing may be held at the claim-
ant’s request. A decision is rendered in writing on cach claim.

{8) Claims allowed are paid in full, without deduction for
service charges or costs of sale and notice. The owner is cred-
ited with interest and other increments accruing to property
other than money before any sale by the state treasurer.

(9) Claimants aggrieved by decisions of the state treasurer
or by his failure to act may petition the superior court to estab-
lish their claim. Trial is de novo withowt a jury.

{10) At the end of fifteen years of custody, if no daim has
been established, the treasurer commences a superior court action
for escheat, Again, published and mailed notice of the hearing -
is given to all owners whose names -and last known addresses
are on state records. If no claimant appears and succeeds, and
if the treasurer establishes that he has complied with the law, the
property escheats.

The treasurer is empowered to check the records of anyone
he believes is halding unclaimed property presuumed abandoned
under the terms of this act. Penalties are provided for willful

failure to report or deliver such property to the state.

IV. ALTERNATIVE SOLUTIONS TO THE PROBLEM

New York, New Jersey, Pennsylvania, and Massachusetts,
among other states, have their own individual zbandoned prop-
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erty laws, which do not purport to be based on the Uniform

_ Act. However, most single-state acts were originally introduced

before the promulgation of the Uniform Actin 1955. Since then,
most states introducing a comprehensive abandoned property
law have enacted legislation purporting to be the Uniform Act,
or containing the basic structure and some of the basic wording
of the Act. Exceptions are Kentucky, Ky. Rev. Stat. ch. 303
(1963); Alaska, Alaska Stat. §§ 0g.50.0%0 to .g0.160 (¥962),
and possibly Texas, Tex. Rev. Civ. Stat. Ann. arts. 3272a, |
32493 {Supp. 1964). Delaware’s individual act tock effect in
1955. Del. Code Abn. tit. 12, §§ 1:30-1194 {Supp. 1964).
The property classifications and the procedures set up in the
Uniform Act were considered to be well thought out, easily
administrable, and fair to holders, owners, and the state. Com-
pare Mass. Gen. Laws Ann. ch. 200A (1958), introduced in
1950, which puts holders to the trouble and expense (although
later reimbursed) of giving all notice and making all sales, with
court proceedings frequently required. Moreover, the Uniform
Act is itself based on the original ideas of such pioneering stat-

utes as the New York Abandoned Property Law, introduced in

1943.

Existing procedures in other states are far from uniform. In
New Hampshire, for example, state custody and escheat of in-
active bank accounts is a fairly complex process of court
hearings and private publications of notice. N.H. Rev, Stat, Aon. -
§$ 386:24 to :30 (195¢). On the other hand, a totally volun-
tary and unenforceable procedure covers almost any other situa.
tion. N.H. Rev. Stat. Ann. §543:10 {19535).

The eventual escheat provided in the proposed statute sets it
apart from the Uniform Act, which is a purely *‘custodial” statute.
Unclaimed property statutes are generally classified as custodial,
escheat, and combined custodial-escheat (the type used here}.
Some states provide immediate escheat for some classes of per-
sonal property and a period of custody for others. Each type of

_ statute has its advantages and disadvantages.

In the combined custodial-escheat statute, the state is enabled
to close its books on a great amount of received property and to
consider the property its own, free from a contingent liability of
uncertain scope. Still, the owner is protected because this advan-
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tage is achieved only after thirty years during which the person
entitled to the property has made no claim to it.

Disadvantages of a custodial-escheat statute, as complrcd with
a pure custodial statute, are as follows:

(x) The administrative expense involved in a combined
statute is greater than that connected with a purely custodial
statute, because of additional court costs, mailings, and publica-
tions, and the transfer of property fmm the treasurer’s custodial
rolls to escheat rolls.

(2) The degree of uniformity saught in the custodial Uni-
form Act, the basic structure of which has been otherwise used
in this statute, is reduced by provisions for escheat.

{3) From the viewpoint of owners of unclaimed property,
a statute ‘which keeps the books open for claims indefinitely is
preferable to a law under which the owner eventually loses all
right to his property.

In the opinion of the draftsmen, 2 combined custodial-escheat
statute with fairly long periods before custody and escheat rep-
resents a safe venture. Much of the administrative expense in-
volved can be charged against property collected under the statute.
Owners have 30 years to assert a claim for their property, cither
to the holder or the state. Other states seeking to take property
from the situs state are given, it is felt, sufficient time to act.
Finally, nationwide uniformity is not likely in any event, because
the states with their own individual abandoned property laws
show no signs of 2 willingness to switch to the Uniform Act.
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THE STATUTE
Pagrr . Ssort Trrie AND DEFINITIONS

SecTioN 101. Short tisle. [CCP §1500]
This Act may be called the “Unclaimed Property Law.”

SE;C'HON 102, Definitions. [CCP § 1‘5&3‘_1
{a) “Banking organization™ means any national bank, state
bank, savings bank or institution for savings, trust company, bank-
ing company, depository, and all similar organizations. '
{b) "Business association” means any private corporation,
joirit stock company, business trust, partnership, or any associs-
tion of two or more individuals for business purposes. :
(c) “Escheat” {except in section 403) .means the presumption
of abandonment of property, followed by:
(1) immediate proceedings for the taking of tide, or
{2) the required delivery to the State followed by immedi-
ate proceedings for the taking of titde, or
{(3) perpetual State custody of the property, or

(4) a period of State custody followed by proceedings for
the taking of title.

,(d} “Financial organization" meanis any huilding and Joan
association, federal uvmgs and loan association, credit unmn.
small loan cqmpany, investment company, and all similer organi-

_zations.

{e) “Holder” means any person in possession of property sub-
jacttothtsA:tbelongmgtoanothcr, or who is a trustee in the
case of 2 trust, or is indebted to another on an obh_gmon subject
to this Act. .

(f) “Life insurance corporation means any association or

corporation transacting the business of insurance on the lives of

persons or insurance appertaining thereto, including, but not lim-
ited to, endowments and annuities.

(g) " er"meamadepoutormuseofadeposnt,abem-
ficiary in case of = trust, a creditor, claimant or payee in case of
other choses in action, oranypersonhamgalegal oreqmublc
interest in property subject to this Act, or his legal representative.

{h) "Person” means any individual, business association, gov-
ernment or political subdivision, public corporation, public zo-
thority, estate, trust, two or more persons having & joint or
common interest, or any other legal or commerdial entity.

(i) “Property’ means tangible personalty located in this State,
and all intangible personalty.

{i) “Utlity" means any person who owns or cperates for pub-
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lic use any Elant, cquipment, property, franchise, or license for
the transmision of communications or the production, storage,
transmission, sale, delivery, or furnishing of clectricity, water,
steam, or gas. _ . -

Comment

The definitions of this section are designed to conform with and
to take advantage of the rules set forth in Texas v. New Jersey.

The definition of **banking organization” enlarges the Uniform
Act's category of “banking organization” to include nadonal
banks. Montana, Mont. Rev. Codes Ann. § 67-2201 (Supp.
1965 ), and Utah, Utah Code Ann. § 78-44-1 (Supp. 1963), slso
" make this change. There is a question raised in this area pertain-
ing to the state’s authority to escheat funds held by a national
bank. The sovrce of this question is First National Bank v. Cali-
fornia, 262 U.S. 366 (1923),in which a California statute pro-
viding for immediate escheat was held ineflective as against such
funds, Although not overruled by Anderson Nar'l Bank v. Luc-
kett, 321 US. 233 (1944), the latter case, in permittng Ken-
tucky to take custody of funds held by a national bank, distin-
guished the former case on the basis that Kentucky's laws
provided for a custodial pericd followed by a determination that
there was “abandonment in fact” before escheat could occur
whereas the California statate provided for immediate escheat
on the basis of presumed abandonment. The proposed statute
should fall within the protection of the #nderson decision. There
is a fifteen year custodial period followed by the formal escheat
proceedings of section 403 before escheat can occur. Although
there remains a possibility that First National Bank v. California,
supra, could be cited to defeat the proposed statute as it applies
to national banks, “it would appear that the Anderson Narl. Bank
case, in effect, removed.practically all restriction on the state’s
power over abandoned bank deposits.” Sentell, 4 Study of
Escheat and Unclaimed Praperty Stasutes 114 (1962).

Because Texos v. New Jersey eliminzated any need for the es-
cheating state to have jurisdiction over the holder, the language
in the definitions previously making such jurisdiction a prerequisite
to action under this act has been deleted from the definitions of
“banking organization,” “financial organization,” “life insurance
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corporation,” “utility,” and all sections of the act which had a
“contacts™ requirement. Rather than adopt the “contacts” rule,
which the Supreme Court felt would leave in permanent turmoil
a question which should be settled once and for all, the Court
decided to delincate a clear rule which would “govern all types
of intangible obligations like these.” Texas v. New Jersey, supra,
at 678. Accordingly, now even in the absence of traditional *‘con-
tacts’ between the state and the holder, the state can escheat prop-
erty owed to 2 person whose last known address, as shown on the
books of the holder, is in this state. The Court candidly admitted
that the rule adopted was not dictated by constitutional considera.
tions and that any of the several rules urged by the various in-
terested states could have been adopted consistent with
constitutional requirements. {Query: does -original action juris-
diction make any resulting decision of the Supreme Court “con-
stitutional™?}  “It is ﬁmdamentally a question of case of
admiinistration and of equ:ty " Texos v. New Jersey, supra, at
683.

A definition of “escheat” has been added to make clear that in
most cases this term refers to 2!l types of laws pertaining to
abandoned property. In part this is necessitated by references to
the abandoned property laws of other states which may provide
for immediate escheat {in the narrow, specific sense}, a purely
custodial plan, a custodial-cscheat arrangement, or some variation
thereof. Thus, unless the context otherwise requires, “escheat”
is used in a broad sense in bath the statute and the memorandum.

The dehinition of "property’” has been himited to tangible per-
sonalty located in this state and all intangible personalty wherever
located. This change was necessary because of the statement of
the Supreme Court in Texas v.' New Jersey, supra, that *[w]ith
respect to tangible property, real or personal, it bas alway been
the unquestioned rule in all jurisdictions that only the State in
which the property is located may escheat.” A&é77.

The definition of property does not, however, include realty.
Several reasons prompted this decision. Property in decedents’
estates is not made subject to this act, thus, the most likely case in
which rcalty might be involved is excepted. Furthermore, there is
a question whether realty can ever be deemed “abandoned” in
the sense of, and with the consequences inherent in, the proposed
statute. “The general rule is that the legal doctrine of divestimre
of title to property by abandonment is not applicable as to real
property where the state has passed a perfect legal title thereto.”
 1'Am. Jur. 2d Abandoned Property §13 (1962); Sowles v.

Minos, 82 Vt. 344, 73 Atl. 1025 (1909). "A legal title per-
fected into a grant or vested by deed or by judgment may never
. be lost by abandonment.” Goldman v. Quadrato, 142 Conn 398,

114 A.ad 687 (1955).




Parr II. PRESUMPTION OF ABANDONMENT

SecTION 201. General cond:!zom' precedent to the pre.mmpmn
of abandonment, [ i @ J

Unless otherwise provided, intangible personal property is
subject to a presumption of abandonment under this Act if the
appropriate conditions lezading to a presumption of abandoament
as described in sections 202 to 210 of this Act are satisfied, and
if: ' .

(a) the last known addr_css of the owner appearing on the
records of the holder is in this State, whethcr or not the holder:
(1) is domiciled in this State or is engaged in or transacts
business in this State, or
(2} if a court, public corporation, public avthority, or pub-
lic officer, is 2 court, public corporation, public authority, or public
officer of this State or a political subdivision thereof; or :

(b} no address of the owner appears on the records of the
hiolder, and the holder 1s:
(1) domiciled in this State, or .
{2} a court of this State, or
{3) 2 federal court within this State, or .
(4} = public corporation, public authority, or public officer
of this State or a political subdivision thereof; or

(c) the last known address of the owner appearing on the
records of the holder s In another state, and such other state
makes no prov:swn in its laws for the escheat of such property,
and the holder is:

{1) domiciled in this State, or

(2) a court of this State, or

{3) a federal court within this State, or

(4) a public corporatien, public authority, or public officer
of this State or 2 political subdivision thereof.

Coment

‘This section sets forth three rules—one of which must be satis-

fied before a state can even consider escheating intangible per-
sonal property under any of the following sections. Tangible
personalty may still be escheated if it is located in this state and
meets-one of the appropnate tests set out in sections 202 through
210 of this act. This section is simply Texas v. New Jersey in-
corporated into the proposed statute. The statute thus provides
for the widest possible assertion of the state’s power to escheat
property under the Supreme Court decision.

. Subsection {2}, the primary rule set down by the Court, pro-
vides for escheat of abandoned property by a state on the sole
basis that the owner's last known address, as shown on the holder's
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records, is in that state. Subsections {b) and (c) allow escheat
by the domiciliary state of the holder, subject to Jater escheat by
another state {see scction 404 ), under the conditions specified
in those subsections,

The primary rifle gives some states many opportumties for es-
cheating property never before contemplated. Appaready alt
traditional “‘contacts” tests with the holder have been aban-
doned—-thus states may claim property held by any corporation in
the United States, just so long as the owner’s last address as
shown by the corporation’s bogks is in the escheating staie, (How-
ever, jurisdiction over the holder may still be a separate problem
for --enforcement purposes-—see section 602.) Morcover, by

‘Subsection (a) (2) it is made clear that this same test—last

known address of the owner-—apphcs to courts, public corpora-’
tions and officers, so that again the location of such court or pub-
lie body is irrelevant.

For the purposes of subsections {b) and {c), providing for
escheat by the state in which the holder is domiciled, “domiciled
in this state” is meant to include courts, public corparations and
public officers of this state—however strange it may seem to speak
of these entities as being “domiciled” in a state.
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SECTION 202. Property held by banking or financial organizations.

. The following property held or owing by 2 banking or financial
- organization is presumed abandoned:

(a) Any demand, savings, or matured time deposit made with
a banking organization, together with any interest or dividend
thereon, excluding any charges that may lawfully bc withheld,
unless the owner has, within fifteen years:

(1) increased or decreased the amount of the deposit, or
presented the passbook or other similar evidence of the deposit
for the crediting of interest; or

{2) corresponded in writing with the banking organization
concerning the deposit; or

(3) otherwise indicated an interest in the deposit as evi
denced by a memorandum on file with the banking organization.

{b) Any funds paid toward the purchase of shares or other
interest in a financial organization, or any deposit made therewith,
and any interest or dividends thereon, excluding any charges that
may lawfully be withheld, unless r.hc owner has, within fifteen
years:

" (1) increased or decreased the amount of the funds or de~
posit or presented an appropriate record for the crediting of in:
terest or dividends; or

{2) corresponded in writing with the financial organization
concerning the funds or deposit; or
#(3) otherwise indicated an interest in the funds or deposit
as evidenced by a memorandum on file with the financial organiza-
tion. _ ‘

{c) Any sum payable on certified checks or on written instra-
ments on which a banking or financial organization is directly
liable, including by way of illustration but not of limitation certifi-
cates of deposit, drafts, and traveler's checks, that has been out-
standing for more than fifteen years from the date it was payable,
" or from the date of its issuance if payable on demand, unless the
owner has, within fifteen years, corresponded in writing with the
banking or financial organization concerning it, or otherwise indi-
" cated an interest as evidenced by a memorandum on file with the
banking or financial organization.
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(d) Any fends or other property removed from a safe-deposit
box or any other safckeeping repository on which the lease or
rental period has expired due to nonpayment of rental charges
or other reason, excluding any charges that may lawfully be with-
held, that have been unclaimed by the owner for more than fifteen
years from the date on which the lease or rental period expired.

Comert

This scction adopts section 2 of the Uniform Act almost with-
out change. The subject matter covered, unclaimed property held
by banking or financial organizations, is one commonly covered by
sta‘_cute, whether part of any uniform law or not. At least thirty-
six states provide for capture of dormant bank accounts, and
many provide for the capture of tangible and intangible pcrsonal
property taken from safe deposit boxes.

One change, carried uniformly through all sections of the pro-
posed act, first appears in this section. The period necessary for
the subject property to be presumed abandoned is suggested to
be fiftcen years rather than seven as used in the Uniform Act.
Several reasons prompted the change. Comments to the Uniform
Act suggest that states may well wish to change this provision
and that it does not decrease the effectiveness of the Uniform Act
to do so. Commissioners’ Note, A Uniform Laws Ann. 420
(1965). Almost every adopting state lengthens this period; and
at least half of these states use the suggested fifteen year period.
The proposed act only presumes property abandoned after fifteen
years of inactivity; another fifteen year period must run before
the property escheats. Fifteen years is used in every section ex-
cept section 206 for the sake of achieving uniformity in treating
different types of property and making the act simpler and more
understandable to holders of property.

The tests for deciding whether property is abandoned are
similar throughout the act and are mainly three: a lack of activity
i relation to the account or other property, written correspond-
ence concerning the property, or other interest as indicated by
written memoranda,

M
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SECTION 203. Unclaimed funds held by life insurance corpora-
tions, fceo FSwi )

All moneys held and owing by any life insurance corporation to
an insured or annuitant, or other person entitled thereto, shall be
presumed abandoned if unclaimed 2and unpaid for more than §f-
teen years after the moneys became due and payable, as estab.
lished from the records of the corporation under any life or
endowment insurance policy or annuity contract which has ma-
tured or terminated. If it is not definite and certain from the
records of the corporaticn what person is entitled to the funds,
it Is presumed that the last known address of the person entitled
to the funds is the same as the last known zddress of the insured
or annuitant according to the records of the corporation. A life
nsurance policy not matured by actual proof of the death of the
insured is deemed to be matured and the proceeds thereof are
deemed to be due and payable if such policy was in force when
the insured attained the limidng age under the mortality table on
which the reserve is based, unless the person appearing entitled
thereto has, within the preceding fifteen years, {a} assigned, re-
adjusted, or paid premiums on the policy, or subjected the policy .
to loan, or (b} corresponded in writing with the life insurande
corporation concerning the policy. Moneys otherwise payable ac-
cording to the records of the corporation are deemed due and

payable zlthough the policy or contract has not been surrendered
as reguired.

Comme b

This section is the counterpart of se.ctiuf: 3 of.the. l{nlforn*{ Act.
The only point meriting special mention is the jurisdictional test.
The Unsform Act provides for this type of property, as the 1:;'0-
posed act does for all types of property n sectior 201, at
escheat may occur if “the last known a‘ddrc-ss of t}:f: owner, ap-
pearing on the records of the holder, is in this state.” This :i:er:;
ideal, as it spreads over all the states the proceeds to be_ realiz
from this area. But states like New York, where ma.ny'mr:m:anc;;
companies are incorporated, have adopted ot!u:r ]u::sdlc_tlgnat
tests—thus giving rise to the problem of multiple state e}sc e
caims. This problem was resolved ?Jy Texas v. New e;;cy,
supra, in favor of the test adopted in the proposed act. Hcv;
York will undoubtedly have to amend its law. See Section H o
this memorandum.
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SECTION 204. Deposits and refunds held by utilities. e ]

The following funds held or owing by any wtility are presumed
abandoned: _

{a) Any deposit made by 2 cubseriber with a utility to secure
payment for, or any sum paid in advance for, utility services to be
furnished, less any lawful deductions, that has remai!'u:.d unclaimed
by the person appearing on the records of the utlity to be co-
tiled thereto for more than fifteen years after the termination of
the services for which the deposit or advance payment was made.

(b) Any sum which 2 utility has been ordered to rcfu::sd and
which was received for utility services rendered, together w1th_any
interest thereon, less any lawful deductions, that has remalfif:d
anclaimed by the person appearing on the records of the utility
to be entitled thereto for more than fifteen years aftex:‘ the date
it became payable in accordance with the final determination or

order providing for the refund.

Comment

The conly change in this section from the Uniform Act is to
climinate the “contacts” requirement as formerly contained in
the “in this state” language of section 4 of the Usiform Act. See
also Section 11, supra. Total reliance is thus placed on the three
rules of section 201. '

SECTION 7'205. Undisiributed dividend. ' 4 distributi .
ness associations. [L2pP § rboyf 3 and distributions of busi-

T e, o g m it P 2t

Any s:tc-ck or other certificate of ownership, or any dividend,
profit, d1su:ibution, interest, payment on principal, or other sum
he}q or owing by a business association for or to 2 shareholder
certxﬁcat’e.h_ulder, member, bondhelder, or other security ho!der,
or a participating patron of a cooperative, who has not claimcci
it or cm:respunded in writing with the business association con-
cermng it within fifteen years after the date prescribed for pay-
ment or delivery, is presumed abandoned. P

G omrent

fAt]i in section 204, the change in this section is an climination
o ble ;ur:sdmtl?nﬂ tests proposed by the Uniformn Act. The
problem of possible cscheat by several states is settled by Texas

. New Jersey, supra, at the expense of states in which many cor-

porations are incorporated, by adoeptin hich, &

: ' : , g a rule which, in effect
emphasizes population. Standard Oil Co. v. New Jersey 341,
U.S. 428 (1951}, s thos overruled. }
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SECTION 206. Property of business associations and banking or
financial organizations held in respecs of dissolution. {CC P /5u8 J

All property distributable in the course of a voluntary or in-
voluntary dissolution or liguidation of 2 business association, bank-
ing organization, or financial organization that is unclaimed by
the owner at the date of final dissolution or liquidation is pre-
sumed abandoned.

Cormanct

This section adopts the category of property covered by sec-
tion 6 of the Uniform Act. It changes the point in time at which
the property is presumed abandoned. Presently, under some law,
e.g., N.H. Rev. Stat. Ann, §§ 294:97 1o :98 {1955}, a corpora-
tion may exist for three years after the court decree is issued
which dissolves such corporation, for the purpose of winding up
its business and distributing its property. The end of this three
year period or the time when the actual and final dissohition or
Liquidaticn occurs, whichever is first, appears to be a convenient
and rcasonable time at which to presume the property abandoned.
With this test no problems of custody, storage, or maintenance
of the property will arise solely because of this act, as might have
been the case under the Uniform Act’s test, '

In accord with the Texas v. New Jersey decision the “con-
tacts” tests of the Uniform Act have been eliminated.

Secrion 207, Property held by fduciories, [ CCP 3/50L]

Al property and any income or increment thereon held in a
fiduciary capacity for the beneht of another person s prestzmcd
abandoned unless the owner has, within fifteen years after it 'bc'-
‘comes payable or distributable, incrcascd_ or decreased the princi
pal, accepted payment of principal or income, Icorrcspozfdcd in
writing concerning the property, or othcnw-sc indhcated an interest
as evidenced by a memorandum on fle with the hduciary.

o Comuent X
Various alternative “contacts” requirements contained in the
Uniform Act are eliminated from this section, thus adopting the
tests of section 201. :

M
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SECTION 208. Property held by courts and public officers and
| agencies. Ccapr 5;?“2“ _?___

Al property held for the owner by any court, including a fe::l-
eral court, or zny public corporation, public authority, or public
officer of any state or a political subdivision thereof, that has re-
mained undaimed by the owner for more than fifteen years Is

presumed abandoned.

C omme 3t ‘

This section is essentially section § of the Uniform Act, but in
addition, the proposed act covers tangible personalty and also
subjects property held by federal courts within the state to the
provisions of the act. There is precedent for such a change. Utah
Code Ann. §78-44-8 (Supp. 19635), and Va. Code Ann. §53-
210.9 {Supp. 1964} specifically include federal courts within
the states. The Supreme Court has held that states have this
right. U.S. v. Klein, 303 US. 276 {1938). Sec annotations, 93
L. Ed. 1093 {1950}, 7 L. Ed.2d 871 {1961). )

Another change in this section ¢liminates the “contacts” test.
In so doing, the scope of this section becomes very broad—includ-
ing every court, public corporation, authority or officer of any
state, and political subdivisions thereof. Although this seems to
be the scope permissible under the Supreme Court rule, the prae.
tical difficulties of enforcement and the legal intricacies involved
may persuasively argue for limiting this section, either in- the
statutory language itself or as the act is administered, to courts,
public officials or agencics and political subdivisions which are
part of, or located in, this state.

If so Limited, enforcement becomes less of a question. A
state's own courts should be no problem; however federal courts
located even within the state are 2 different matter, Can a state
go to another federal court of equal authority or must it go to a
superior court—possibly the Svpreme Court? The problem is
compounded when, as in the proposed statute, a state tries to
reach property held by every court and public authority in every
state. In trying to reach such property, 2 state may fnd itself
bringing numerous original actions in the Supreme Court. How-
ever, although the Supreme Court has original jurisdiction in
suits involving states as a party, such jurisdiction is not necessarily
exclusive. Thus resort may be had to lesser federal courts and
even state courts, But in any case where a state 18 dissatished with
the results of its efforts in such courts, review may be secured in
the form of an original action in the Supreme Court. Should this
burden an the courts become too great, another rule regulating
this category of holders could be expected. These questions are
actually posed by the Texas v. New Jersey decision rather than
answered. . i

The seriousness of this problem could be greatly reduced if a
" majority of the states adopted a provision fike that proposed i
section 602{d)}. Such a reciprocal provision would make the at-
torney gencral of each state the agent of the other states. See
section 602 znd the related discussion.
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Secrion 20y. Unclaimed property held by the federal govern-
ment, LCCPEa 00 = fiS 7

[From the eflective date of any law epacted by the federal
government providing for the discovery of unclaimed property
held by the federal government and for the furnishing or availa-
bility of such information to the states,} [A1 property, including
choses in action in sums certzin and 2zl debts owed, entrusted
funds, or other property held by the federal government or any
agency, offcer, or appointee thereof, is presumed abandoned only
if the last known aduress of the owner is in this State and the
property has been unclaimed for fifteen years. The federal gov-
ernment or a government officer or appointee thereof may deduct
from the amount paid or delivered to the State Treasurer the pro-
portionate share of the actual and necessary costs of examining
such records and reporting such information. This State shall
hold the federal government harmless to the extent of the value
of any property so paid or delivered from any claim which then
exists, or which thereafter may arise, or be made in respect to
property delivered to the State Treasurer by the federal govern-
ment.

€ ot

e ]

This section has no counterpart in the Uniform Act.. However,
several states have provisions pertaining to this class of property.
Kentucky flatly subjects snch property like any other class to the

"pm*_visions of the act. Ky. Rev. Stat. Ann. §393.068 {1963).
California has a statute, in addition to the Uniform Act, in many
ways like the Uniform Act but pertaining only to federally held
property. Cal. Civ. Proc. Code §$1600-1615 {West Supp.
1964). No cases have been litigated under these laws; if there




are problems or objections in this area, they are yet to be tested.

Interest by the states in this class of abandoned property is
understandable, considering the potential source of revenue in-
volved. One obscrver reports that it has been estimated that the
value of the unclaimed property held by the federal government
amounts to about five billion dollars. Sentell, 4 Study of Escheat
and Usnclaimed Property Statntes 71 {1962},

The problem concerning this class of property is that of dis-
covery. Presently the states have no means of determining what
property is held by which part of the federal government; nor, is
the federal government required to disclose such information, If
and when federal laws are passed providing for such disclosure,
this class of abandoned property may well be one of the most im-
portant in terms of revenue realized. )

The proposed subsection prescnts alternative approaches to this
problem. If the bracketed part is deleted, then the proposed sub-
section is Itke Kentucky’s.. Federally held property is just an-
other category of property presently subject to the act. Should
the states learn of property being held by the federal government,
or should informal disclosure procedures be established by agen-
cies of the federal government, the states could proceed immedi-
ately to take custody of the property presumed abandoned. If
the bracketed part is included, any activity by the state concerning
this class of property is necessarily delayed until formal enactment
of laws by Congress providing “for the discovery of unclaimed
property held by the federal government, and for the furnishing
of such information to the states.” _ :

It should be noted that the word “only” is used in stating the
jurisdictional test to make it clear that the state will escheat prop-
erty held by the federal government only when the last known
address of the owner is in this state. Sinee the federal government
is not really domiciled in any state, it will be left to other statutes
or decisions to dispose of property within the scope of the excep-
tions {section 201 (b} and 201{c}} to the court’s primary rule
which is made the sole jurisdictional test for this section.

JURY
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SeCTION 210. Other propersy held for another person. [ CCHF / So8 ]

Alt property not otherwise covered by this Act, including any
income or increment thercon and deducting any lawful charges,
that is held or owing in the ordinary course of the holder’s busi-
ness and has remained unclaimed by the owner for more than

fifteen years after it became due, payable, or distributable is pre-
sumed ahandoned. :

- Gomment

This omnibus section of the proposed act is essentially t-hc
omnibiss section 9 of the Uniform Act,-cxcept that once again
the requirement of contacts in the cscheating state has been elimi<
"nated pursuant to Texas v. New Jersey, supra.
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PArT [1L. IDENTIFICATION AND DISPOSITION OF
ABANDCGNED PROPERTY

)
$isio IS'J'?(C)(&I i
SECTION 301, Report of abandoned propersy. C&C? 3 522 ¢ port’ 4

i i et s A
{2) Every person holding funds or other property, tangible or
intangible, presumed abandoned under this Act shall report to
the State Treasurer with respect to the property as hereinafter
provided. | . o ;5‘;0("‘3
(b) The report shall be verified and shall include: L <

(1) the name, if known, and last known address, if any, of g
each person appearing from the records of the holder to be the c@ i5ie Jr}(
owner of any property of the value of [ten] dollars or more pre- Z c
sumed abandoned under-this Act;

(2) in case of unclaimed funds of life insurance corpora- D)
tions, the full dame of the insured, annuitant, or beneficiary and E'CLP 1o
his last known address appearing on thc life insurance corpora-
tion's records; _ _

{3) the nature and identifying number, if any, or dcsmp— ; 1o {;',(v’
tion of the property and the amount appearing from the records [ ce> S
to be due, except that items of value under ften] dollars each
may be reported in the aggregate;

{4) except for any property reported in the aggregate, the (% J
date when the property became payable, demandable, or return- [t.c o 1geuiél
able, and the date of the last transaction with the cwner vnth re-
spect to the property; and PIY)

(5). sach other informagion as the State Treasurer pre- (ce? g0
scribes by rule as necessary for the administration of this Act. '

. (¢} 1f the holder is a successor to other persons who previously (e
held the property for the owner, or if the holder has changed his [C c@ %°
name while holding the property, he shall file with his report all

prior known names and addresses of each holder of the property.

- (d) The report shall be filed before-[November 1] of each
year as of [June 30] next preceding. The State Treasurer may
postpone the reporting date upon the written requcst of any per-
son required to file a report.

[eer iS00 (o) ]

(e) If the owner’s claim has not been barred by the statute of s O
limitations, the holder shall, before filing the annual report, com- [C( oo oL
municate with the owner by first class mail at his last known
address, if any such address is known or may be ascertained by
due diligence, setting forth the steps necessary to rebut the pre-
sumption of abandonment,

(f) Verification, if made by a partnership, shall be executed by e ﬁc}'}
a partner; if made by an unincorporated association or private A
corporation, by an officer; and if made by a public corporation,
by its chief fiscal officer.

(g) The initial report fled under this chapter shall include all 5 Ea {c;} J
property as to which the time period resulting in a presumption | - %7 7 )
of abandonment under the terms of this Act commenced running .
on or afrer [Jan. 1, 19-~]. '
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\.
{(h) The State Treasurer chall Leor o weemapent swonpd of T?_,C? ’S‘!q{c)trﬁ'

all reports submitted to him.

_ (i} The State Treasurer or any person or agency designated by
him may at reasonable times and upon reasonable notice examine
the records of any person if he has reason to believe that such per-

son has failed to report property that should have been reported
pursuant to this Act.

Comment: ' _

‘This is section 11 of the Uniform Act with only minor modif-
cation. Section 23 of the Uniform Act is incorporated into this
section, since it seems closely related to the other parts of the sec-
tion. In broadening the permissible scope of applicability of this
act, Texas v. New Jersey also complicated much of the adminis-
trative procedure needed to be set up in the act. The best.example
may possibly be found in this section, requiring the reporting to
the appropriate state treasurer of property deemed abandoned
under its laws. For just as one can require such reporting, so
can every other state in the union—and every statute may estab-
lish different procedures, times, and forms. Thus the reporting
obligation of a corporation operating in many states may impose
a heavy burden on interstate commerce. Although probably a
justifiable hindrance, everything possible should be done to mini-
mize this burden. " A uniform reporting procedure would be a
great improvement. Should such a statute be proposed, every
state should of course amend its reporting requirements accord.
ingly. However, since the reporting requirements proposed in

this act are drawn from the Uniform Disposition of Unclaimed

Property Act, it is entirely conceivable that any proposed uniform
reporting procedure would closely follow that already in this
proposed act. Several parts of this section merit special comment.

Subsections {b) {1} and (b} {3) are the source of a problem
discussed more fully under section 302, infra. This problem is
one of two major constitutional objections raised against the Uni-
form Act—that dispensing with notice to the last known owners
of property of any valpe violates the due process clause of the
Fourteenth Amendment. Under an act of our type, where custody
leads to final escheat, the problem is compounded. This problem
of notices arises because of practical necessity, as is indicated by
subsections (b} (1) and {db)(3). To require notice by the state
te owners of all property notwithstanding its value, holders
would have to report to the state all known names and addresses
of owners. For some holders, such as banks, who hold many small
amounts, this would be a great burden. Moreover, the proceeds
realized by the state would not justify the expense involved-—

there being a distinct possibility that a particular claim would re- -

sult in a nct loss to the state. The same constitutional problem
arises no matter what minimum dollar vahe is chosen as the point
at which the reporting of known names and addresses is no longer
required. Accordingly, although the Uniform Act uses three dol-
lars, many states use a higher dollar value, twenty-five being coro-
mon but fifty being the maximum. Ten dollars is used in the
proposed act as a compromise, but the figure is certainly open to

e
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change. In {2), holders are avthorized to report such items in
the aggregate rather then ndividuxily, This is mercly an edien-
sion of (1), since individual names and addresses are not re-
ported.

An alternative solution to this problem is available but not
recommended, since a constitutional test of this aspect of the act
is not likely, and the outcome under the proposed act is far from
certain. [However, to avoid the constitutional problem which re-
sults from not reporting names and addresses of owners of prop-
crty of less than ten dollars in value, a state could simply elect
not to take custody of, or eventually escheat, such amounts. This
would violate the objective of preventing windfalls to holders, and
could prove to be a material windfall to those holders who, if
complete reporting of names were required, would be unduly
burdened. Avoiding either undesirable cffect, i.e., a windfall or
undue burden, scems to Justify the constltutaonal nsk involved in
the recommended statute.

Subsection {d} provides for the time when reports must be
filed. Such dates may be changed to meet specific situations in
various states unknown to the draftsmen. For example, if other
reports are required of particular types of businesses, it may be
desirable to have the time for filing all reports, related in any way,
coincide for the convenience of the businessman making the report.
However, it should be remembered that nationwide uniformity
in the reporting requirements would be of the greatest benefit to
businesses required to report to two or more states.

Subsection {e) requires that the holder communicate with the
owner if reasonably possible. This subsection requires greater ef.
fort on the part of the holder than does the corresponding part
of the Uniform Act. Such contact is deemed desirable to avoid,
if possible, the constitutional objections to taking property without
due process of law through lack of notice. This section makes no
exception for minimum dollar amouats. Thus 2 holder must
try to notify by mail any owner whose pame and address are
known or can be discovered with due diligence.

Subsection {g) regulates how much property must initially be
reported. By omitting this section, a fair interpretation of the
statute would be that all property must be reported upon which
the period of time resulting in the presumption of 2bandonment
had run by the effective date of the act. Rather than accept this
solution, which presents practical difficulties for conscientious
holders, the draftsmen recommend that the bracketed date be
made to read Jznuary 1 of the twentieth year preceding the year
in which the act becomes effective. Thus, any property which by
the terms of the proposed act has been presumed abandoned for
more than five years would not be reported.

States which have adopted provisions similar to the proposed
subsection (g) have chosen various periods of time beyond which
reporting of abandoned property is no Jonger required. In states
where the period for the presumption of abandonment to arise
js fif teen vears, twenty-five years 3s a common period of limitation.
In such states, any property which, by the terms of the proposed
act, has been abandoned for more than ten years would not be re-
ported. The actual period chosen is subject to cach state’s individ-
val preference. 757




SECTION jo2. Notice and publication of lists of abandoned prop-
erty. L Zcp 15777

(a) Within [120] days from the filing of the report required

- by section 301, the State Treasurer shall cause notice to be

published at least once each week for two successive weeks in o

newspaper having general circulation in the county in this State

in which is located the last known address of any person to be

named in the notice. If no address is listed, or if the address

- is outside this State, the notice shall be published in the county

" in which the holder of the abandoned property has his principal
place of business within this State,

{b) The published notice shall be entitled "“Notice of Names
of Persons Appcarmg to be Owners of Abandoned Property,”
and shall contain:

{1} the names in alphabeuca! order and last known ad
dresses, if any, of persons listed in the report and entitled to
notice within the county;

{2) a statement that information concerning the amount or
description of the property and the name and address of the
holder may be obtained by any persons Jpossessing an interest in
the property by addressing an inquiry to the State Treasurer;

{3} a statement that if proof of claim is not presented by
the owner to the holder and if the owner'’s right to receive the
property is not established to the holder’s satisfaction within -
[65] days from the date of the second published notice, the
abandaned property will be placed not later thag [85] days
after such publication date in the custody of the State Treasurer,
to whom all further claims must thereafter be directed;

{4) = statement that if no claim is filed with the Seate Treas-
urer within fifteen years after the close of the calendar year in
which any property presumed abandoned under this Act is paid
or delivered to the State Treasurer, the property shall escheat
to the State and sall right, tide, or interest therein of the owners
will be terminated and all claims of the owners thereto forever
barred.

(c) A copy of the second published notice, in which shall be
included the date on which the notice is to be published, shall be
mailed to the holder on or before the date of publication.

{(d) Within [120] days from the receipt of the report re-
quired by section 301, the State Treasurer shall mail a notice
to each person having an address listed therein.

(¢) The mailed notice shall contain:

(1) a statement that, according to a report filed with the
State Treasurer, property is being held to which the addressee
appears entitled;

(2) the name and address of the person holding the prop-
erty and any necessary information regarding changes of the
- name and address of the hoider;

(3) a statement that, if satisfactory proof of claim is not
presented by the owner to the holder by the date specified in the
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published notice, the property will be placed in the custody of
the State Treasurer, to whom all further daims must be directed.

(4} a statement that if no claim is filed with the State
‘Treasurer within fifteen years after the dose of the calendar year
in which any property presumed abandonmed under this Act is
paid or delivered to the State Treasurer, the property shall es-
cheat to the State and all right, title, or interest therein of the

owners will be terminated and all claims of the owners thereto :
forever barred. ' |

Comment:

This is section 12 of the Uniform Act, but with some material
changes. While the Uniform Act was admittedly designed to
mininiize administration expense, the proposed section 302 is
"more concerned with avoiding the constitutional cbjection to the -
act introduced in the comment to section 3ol. :
The most important change relating to the constitutional pro
Iem is the omission of a section of the Uniform Act dispensing
with notice to owners of property of less than twenty-five dollars.
It is claimed that escheating the property violates the due process
dause of the Fourteenth Amendment because there is no notice
given the owner at any time of the proceedings. In New Jersey
2. Standard Oil Co., 5§ N.J. 281, 74 A.2d 565 (1950}, a similar
provision of the New Jersey act dispensing with notice to the
owner prior to the escheat of amounts under fifty dollars was
declared unconstitutional, Moreover, this provision of the Unj-
form Act has been held unconstitutional by a2 New Mexico trial
court. Clovis National Bank w. Callaway, 69 N.M. 119, 364
P.2d 748 (1961). Unfortunately, the decision on this point was
not appealed. However, these cases indicate that a constitutional
objection does exist when the requirement of notice is dispensed
with, The recommended seetion 3oz provides for complete direct
notice and publication within the context of aggregate reporting
as provided by section 301. By simply omitting the Uniform Act’s
provision, the proposed statute requires mailed notice and publica-
tion by the state for all names and addresses of owners known to
the state. This will include alt owners of property of value grearer
than ten dollars and, if reported by the holders, those owners of
property of value less than ten doflars. Notice to all owners is
the only sure way completely to avoid the constitutional objection,
but practical considerations make this undesirable, nnless the al-
ternative is adopted which exempts items of property of less than -
ten dollars in value from the provisions of the act. It is believed
that the safeguards provided here and in section 301 {direct
communication by the holder) may well be adequate to satisfy
constitutional requirements.
Subsection (c) is an addition to provide the holder with notice

so that he may more casily meet his obligations under this section
and section 303.
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SectioN 303. Paymeni or delivery of abandoned property. [_Cf pesit

{a) Every person who has fled a report as required by section
301 shall within twenty days after the time specified in section 302
for claiming the property from the holder pay or deliver to the
State Treasurer all abandoned property specified in the report,
except that, if the owner establishes his right to receive the aban-
daned property to the satisfaction of the holder within the time
specified in section 3oz, or if it appears that for some other rea-
son the presumption of abandonment is erroneous, the holder
need not pay or deliver the property, which will no longer be pre-
sumed zbandoned, to the State Treasurer, but in Lieu thereof shall
file 2 verified written explanation of the proof of daim or of the
error in the presumption of abandonment.

{b) The State Treasurer may decline to receive any property
reported which he deems to have a value less than the cost of
giving notice or holding sale, or he may postpone taking possession
until a sufficient sum accumulates, Unless the holder of the prop-
erty is notified to the contrary within [120] days after filing the
report required under section 301, the State Treasurer shall be
deemed to have elected to receive the custody of the property.

Comment

The proposed section 303 brings together in one section the

provisions found in the Uniform Act in sections 13, 22, and 24.
These provisions all relate to the payment or delivery of

abandoned property to the state treasurer and it is deemed desir-

able that the provisions be combined.

3¢
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SECTION 304. Sale of abandoned property.

{a) All abandoned property delivered to the State Treasorer
under this Act, other than money or securities listed on any estab.
lished stock exchange, may be sold by him to the highest bidder at
public sale in whatever place in this State or elsewhere that affords
in his judgment the most favorable market for the property in-
volved. The State Treasurer.may decline the highest bid and re-
offer the property for sale if he considers the price bid insufficient.

{b) Securities listed on 2n established stock exchange may be
sold by the State Treasurer. Any sale shall be at the prevailing
price on that exchange.

{c). Any sale of abandoned property, other than money or
securities listed on any established stock exchange, held under this
section shall be preceded by a single publication of notice thereof
at least three weeks in advance of sale in 2 newspaper having gen-
eral circulation in the county where the property is to be sold.

{d) The purchaser at any sale conﬁuctcd by the State Treas-
urer pursuant to this Act shall receive title to the property pur-
chased, free from all claims of the owner or prior holder thereof
and of all persons claiming through or under them. The State
Treasurer shall execute all documents necessary to complete the
transfer of title.

{e) No action shall be brought or maintained by any person
against the State or any officer thereof for or on account of any
transaction entered into pursuant to and in accordance with the
provisions of this section.

Comms s .
This is a2 modification of section 17 of the Uniform Act. The
Uniform Act section requires a treasurer's sale within one year

after the delivery of the property. The proposed section would
allow him greater leeway for discretion based on prevailing

market trends and prices. e does not have to selt, but if he does .

sell, sale under subsection {a) must be in the place offering, in
his judgment, the best market. The draftsmen saw no reason to
confine places of sale to cities in the situs state. Although in
practice most sales probably will be made within the state, there
‘may arise situations where no in-state city offers any market for a
particular item. As worded, the proposed section makes unneces-
sary the Uniform Act's wording: “He need not offer any property
for sale if, in his opinion, the probable cost of sale exceeds the
value of the property.” That becomes simply one more factor to
be taken into consideration in deciding whether to sell at all.
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The section adds a separate provision for securities listed on
an established stock exchange. The new dlassification is contained
m the California version of the Uniform Act. Cal. Code Civ,
Proc. §1516 (West Supp. 1964). The language in subsection
{b) relating to sale of such stock is a modification of the Cali-
fornia language, which says: “Securitics listed on an established
stock exchange shall be sold at the prevailing prices on said ex-
change.” The language in subsecton {b} makes clear that, as
with the property covered under subsection {a), the treasurer
does not have tg sell the stock. If in his judgment sale would be
advantageous, it shall be at prevailing exchange prices. There
should be no difficulty in meeting this requirement. The treasurer
can without dificulty open an account with a broker, to whom
otdinary orders may be given. Any broker's commission will be
deducted from the receipts of the sale price received by the state,
but the sale itself would have been at prevailing exchange prices.

Subscction (e) contains the wording of Cal. Code Civ. Proc.

$1516(d) (West Supp. 1964). This was prudently added to the
Uniform Act to hold the state harmless in any action brought by
an owner aggrieved by the state sale of what he might consider a
cherished item of personal property.

LeN
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SECTION 305. Deposit of fzmds TC‘ ¢ isi |

{a) Al funds received under this Act, including the proceeds
from the sale of property under section 304, shall be deposited
by the State Treasurer in the [State Treasury], except that the
State Treasurer shall retain at all times in a separate trust fund
the sum of [fifty thousand dollars], from which he shall promptly
pay all claims allowed as hereinafter provided.

(b) Before making the deposit he shall record the name and
last known address of each person appearing from the holders’
reports to be entitled to the abandoned property and the name
and last known address of each insured person, beneficiary, or
annuitant, and with respect to each policy or contract listed in the
report of a life insurance corporation, its number, the name of
- the corporation, and the amount due. The record shall be avail-
able for public inspection at all reasonable business hours.

{¢) Before mzking any deposit in the [State Treasury], the
State Treasurer may deduct: -
(x) any costs in conncetion with the sale of abandoned prop-

erty; ;
(2) any costs of mailing and publication in connection with
the abandoned property; and

(3) reasonable service charges.

Comment;

This scction is based on section 13 of the Uniform Act. The
draft provides that all funds, except for a2 $50,000 fund from
which claim payments may be expeditiously made without the need
for an appropriation, shall go to the state treasury, Another fund
might be chosen td™eceive these moneys. Some states choose the
school fund; Virginia designates the Literary Fund, and North
Carolina, the state university. This is a matter for legislative
determination. '

Subsection (c) lets the treasurer reimburse himself for ex-
penses connected with specific property, the balance being paid -
over to the state treasury. This allows records to be kept as to
partof the cost of administering this act, and puts operations to
a large cxtent an a self-sustaining basis.

23




Part IV. ConriicTiNg CLAIMS

57'5'3, ' 5 J?J

(a) Any person, not including another state, claiming an in- -
terest in property paid or delivered to the State Treasurer may
file a claim thereto or to the proceeds of the sale thereof within
fifteen years from the last day of the calendar year in which such

property is paid or delivered to the State Treasurer under this
Act. '

(b) The State Treasurer shall consider each claim wi—thin go
days after it is filed. He shall hold 2 hearing, if the claimant re-
quests, and receive evidence concerning the claim.

{c} The State Treasurer shall make a written hnding on each
claim presented or heard, stating the substance of any evidence
heard by him and the reasons for his finding. The finding shall
be of public record.

{d) The State Treasurer shall pay cach claim allowed without
deduction for costs of notice or sale or for any service charges.

SectioN g01. Claims for abandoned property. [:chp 5%/

Comment

This section sets forth the procedure for hling claims to prop-
crty already in the custody of the state for all persons except
other states. In order to incorporate the special standards ap-
plicable to claims made by another state into the statutory claim
procedure, without unduly complicating the procedure for all
other claimants, it was decided a separate section was necessary.
Accordingly, section 404 was drafted to set forth the procedure
for claims brought by other states, and states were excepted from
the operation of section 401,

Subsection {a), based on scction 19 of the Uniform Act,
provides a claim period equal to and concurrent with the time
period after which the property is escheated. A tg year period
during which the state has custody of the property is equal to
the peried some states now provide for pre-escheat treasury
custody of court-held funds. Tt is considered of sufficient dura-
tion te protect the interests of owners, considering that the total




period, counting from the time the period leading to presumption
of abandomnent begins to run untl the time of escheat, is 3o
years in miost cases. :

The subsection is drafted to provide a claims peried running
from an casily determinable date — the last day of the calendar
year in which the property passes to state custody — rather than -
the date the presumption of abandonment arose, or a report was
made to the state treasurer. As drafted, therefore, the section
will often yield a claims period longer than precisely 15 years.
This is 2 further protection for owners.

Subsections (b) and (¢) are modeled after section 20 of the
Uniform Act. A number of states having comprehensive aban.
doned property statutes report that few formal hearings are held
on claims, New York holds such hearings in only three per cent
of refund cases. Sentell, A Study of Escheat and Unclaimed
Property Statutes 72 {1962). Nevertheless, the machinery should
be available to provide 2ll possible safeguards for owners, partic-
ularly because our proposed statute is of the combined custodial-
escheat type. If a claimant requests a formal hearing, he will
bave one. Otherwise, the state treasurer will take the claim under
advisement and will decide it in accordance with administrative
procedures which he shall have devised. In cither case, the state
treasurer is required to render a decision in writing. This pro-
vides an additional element of fairness to daimants. '

Subsection (d) provides that the successful claimant receive
his property or the sale value of it without charge for the costs
connected with its keeping or sale. In this respect the statute is
“purely” custocial, with the state acting cssentially as a gratuitous
bailee. This is yet another aid to and protection for owners.

In practice, the state probably will suffer no net loss by reason
of this apparent generosity. State abandoned property statutes
draw into the treasury much more than the state is ever required
to pay out in claims allowed to owners. Even under purely cus-
todial statutes, the state has the use, for zil intents and purposes
in perpetuity, of largs sums it will never have to repay. Arizona,
for example, in the first five years of operation of the Uniform
Act, took in $589,000 while paying out only $8g,000. Oregon’s
four-year figures are $542,000 in receipts, cnly $103,000 in re-
funds. Utah’s figures for four years: $608,000 received; $42,000

. paid out. Sentell, A Study of Escheat and Unclaimed Properity
Starutes 81-84 {1962).

N
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SECTION 402. Judicial action upon determination. C.C P g 152 G.J

Any person aggrieved by a finding of the State Treasurer
under section 401 or upon whose claim the State Treasurer has
failed to act within go days after the filing of the claim may file a
petition to establish his claim in the [insert appropriate state
court]. The proceeding shall be brought within go days after
the decision of the State Treasurer or within 180 days from the
filing of the claim if the State Treasurer fails to act. A copy of
the petition and 2 notice of hearing shall be served upon the State
Treasurer, who shall have not less than 30 days within which to
respond by answer. The proceeding shall be tried de novo without
a jury. If judgment is rendered in favor of the petitioner, the
State Treasurer shall make payment as provided in subsection
(d) of section 401.

Commant

This is fundamentally section 21 of the Uniform Act. Fer the
convenicnce of the state treasurer, it is suggested that for purposes
of the actions authorized in sections 401 and 402 each state fll in
the brackets with the particular name of the appropriate state
court located in the county whercin is located the capital of the
state. ‘

The provision for trial de novo yiclds additional protection for
a claimant. He or the treasurcr may mske use of any previous
written decision of the treasurer as evidence, but the court is not
to make any presumption in faver of the correctness of such de-
cision,

This section is 2lso fimited to claimants other than states, since
the procedure for states is contained in section 404. The limita-
tion is achieved by adding “under section 401 as a limitation to
“person.” Seciion 401 now specifically excludes states.




SecTioN 403. Escheas procez&ing:. r MM_?

{2) Within go days after the close of the fifteenth calendar
year after the year in ghich any property presumed abandoned
under this Act is paid or delivered to the State Treasurer, if no
claim therefor has been made and established by any person, not
including another state, entitled thereto, the State Treasurer shall
commence a civil action in the [insert appropriate state court)
for a determination that such property shall escheat to the State;
but if during, and at the expiration of, the 9o days, 2 final judg-
ment is pending in 2 court action previously brought by a daimant
under section 402, or if a person who has filed a claim to the
property within the period prescribed by subsection (a) of se-
tion 401 remains entitled at the expiration of such 9o days .to
bring a court action under section 402, the State Treasurer shall
commence his civil action after a final court judgment has been
rendered adversely to the petitioning claimant, or after the expira-
tion of the period in which a claimant would be entitled to bring
& court action under section 402. - The hearing in the action
brought by the State Treasurer shall commence not less than 40
days after the commencement of the action. '

(b} At the time suth action is commenced, the State Treasurer
shall cause notice thereof to be published once each week for two
successive weeks in a newspaper having general circolation in
the county in which is situated the last known address-of the owner
according to the records of the State Treasurer. If no address
is listed, the notice shall be published in the county in which the
holder of the abandoned property has his principal place of busi-
ness within the State. Such notice shall be entitled “Notice of
Proceedings to Declare Certain Abandoned Property Escheated
to the State of [ J* and shall include the following
matters:

{1) the name and last known address of the owner;

(2) a brief description of the property;

{3) the name of the prior holder or holders;

{4) the amount or value of the property;

{5) = statement that the property was unclaimed for at
least fiftecn years while in the possession of the prior holder or
holders and was unclaimed for fifteen yesrs after it was paid or
delivered to the State Treasurer pursuant to this Act;

{6) a statement that a complaint has been filed in the action
for escheat; N

(7) the place, time, and date of the hearing;

" {8) a direction that unless any person clziming to be en-
titled to the property, or his representative, makes claim for the
property in the manner provided in section 401 before the hear.
ing, or appears at the hearing to substantiate his claim, the prop-
erty shall escheat to the State and all right, title, or interest therein
of the owners will be terminated and all claims of the owners
thereto forever barred. '




Y

{c) Also at the time such action is commenced, the State Treas-
urer shall mail to the last known address of the owner according
to the records of the State Treasurer a notice alike in all respects
to the published notice required under the preceding subsection.

. {d) If no person shall file a claim, or appear at the hearing to
su}{stanna-te a claim, or where the court shall determine that a
claxma?t s not entitled to the property claimed by him, then the
court, 1'f Satlfﬁtd by evidence that the State Treasurer has com-
plied with this Act, shall enter a judgment that the subject prop-
erty has cscheated to the State and that all right, title, or interest

therein of the owners is terminated and all claims of the owners
thereto forever barred. ‘

Commant

This section also specifically excludes states from its operation
through the language “‘not including another state” in subscction
(a) and “of the owners” in subsections (b) (8) and (d). The
specific exclusion may not actually be nccessary, since any final
escheat proceedings can be effective only as against other persons
and not other states. “{T]he State of corporate domicile should
be allowed to cut off the claims of private persons only, retaining
the property for itself only until some other state comes forward
with proof that it has a superior right to cscheat.” Texasv. New
Jersey, supra, at 682. Thus, under this language of the Supreme
Court any attempt by a state to prevent or cut off subsequent
claims by another state under the Texas v. New Jersey cxceptions
would be wholly ineffective. :

“This section borrows its basic structure from the similar escheat
provision of Connccticut. Cona. Gen. Stat. Ann. §3-722
{Supp. 1964). It provides a specific escheat procedure, as op-
posed to the present generally-worded law which simply declares




certain kinds of unclaimed property, at the cxpiration of the cus
todial period, escheated to the state. In effect this section gives
an owner further natice of the jeopardy of his property and one
more chance to obtain it, this time solely threugh court proceed-
ings instcad of administrative hearing. However, the escheat
judgment, once rendered, cannot be reopened. To provide for
such reopening upon, for example, z statement that the claimant
had never received actual notice, would vitiate the escheat pro-
vision of this statute.

A civil action for escheat in 2n action in rem. It is believed that
the provisions for notice in this section are sufficient to meet any
constitutional due process requirements, where names of owners
are known to the state. Here again, however, where small sums
reported in the aggregate are involved, there can be no notiee,
and the section, as do sections 301 and 3oz, risks unconstitution-
ality for considerations of ease and expense of administration.

Whéreas Connecticut provides only for notice by publication
within the state, this proposed section once again requires a state
mailing of notice to the last known address of the owner, whether
within or without state boundaries.

It should be noted that subsection (a) delays the treasurer in
beginning his estheat action in two situations. Section 402 may
operate so that a claimant filing at or near the end of the claims
period will have 180 days thereafter to file his own action if the
treasurer docs not render a decision on his claim, or go days if
the treasurer does act adversely. Also, a court action brought by
the daimant either before or after the expiration of the claims
period might not have come to final judgment within go days after
the close of the fifteenth year after the state received the property.
It would be unfair to let the state treasurer interfere with these
rights by precipitating an escheat action, particulazly because the
claimant may not be the owner named in the state records and so
might receive no notice of the escheat proccedings.

As drafted, the section produces a custodial period that often
will be longer than the minimum 1§ years. From delivery to
commencement of the escheat action, the period could be as long
as 16 years, 89 days. The casc of administration provided by an
end-of-calendar-year date from which the custodial period begins
makes the Tonger period worthwhile. Moreover, the scction al-

lows the state treasurer to bring virtually afl his escheat actions
which date back to a given year at the same time,




SECTION 404. Claims by other stafes. f Neo 7

{a) At any time after property has been paid or delivered to
the State Treasurer under this Act, and notwithstanding any de-
cree by any court of this State under section 403 that such prop-
erty is escheated to this State, any other state shall be entitled to
present to the State Treasurer a claim that such other state hn
a superior right to escheat such property because:

(1) although no address of the owner of the property ap-
pcared on the records of a holder domiciled in this State, includ-
ing a court of this State, a federal court within this State, or a
public corporation, public authority, or public officer of this
State or a political subdivision thereof, when the property was
presumed abandoned under this Act, the other state possesses
proof that the last known address of the owner was in fact n mr.h
other state; or,

(z) the last known address of the owner of the property ap-
pearing on the records of a holder domiciled in this State, includ-
ing a court of this State, or federal court within this State, or a
public Corporation, public authority, or public officer of this State
or a political sebdivision thercof, was in such other state when
the property was prcsumed abandoned under this Act, and such
other state at that time did not provide in its laws for the escheat
of such property, but currently so provides.

(b) The State Treasurer shall hold a hearing on each such
claim within go days after it is filed. He shall make a written
finding on each clain! heard, stating the substance of any evidence
heard by him and the reasons for his finding. The finding shall
be of public record. He shall allow a claim if reasonably satisfied
by proof of the superior right of the other state,

Connent

This important section provides the administrative procedare
by which-another state, claiming 2 right in property which has
already been escheated by this state under one of the Supreme
Court’s cxccptlons to the general rule (section 201 {b) and (c) )
may present its claim without bringing an original action in the
Supremc Court. Thus states may avoid forcing original actions
in the Supreme Court.

The state treasurer is directed to allow the claim if he is rea-
sonably satisfied that the claiming state has shown a superior right
to the property under one of the two specific exceptions set out by
the Supreme Court. Sections 205 (b) and 201 (¢} are meant to
embody the two exceptions, set out in Texas v. New Jersey,
supra, as preciscly as possible. Of course, if the state making the
claim is dissatisfied with the state treasurer's disposition of the
claim it can always bring an original action in the Supreme Court.

e




An issue which may prove troublesome to resolve in such cases
is whether or not 2 claiming state has proved that “the last known
address of the owner was in fact in such other state.” The test
under the primary rule, the last known address of the owner ap-
pearing on the records of the holder, is quite objective and casy
to apply. But what constitutes proof that the “last known address
of the owner was in fact in such other state”? What sources of
information will be accepted? And when has one proved that an
address is really the fust known address? And known to whom?
Must the owner have died at such address for one to be sure
that it was the last known address? :

Although the revised statute scparates the claim procedure for
states from that applicable to all other claimants, there are some
similarities between sections 401 and 404. The time within which
the state treasurer must act js the same, and he must make 2 writ-
ten finding on all claims, which finding shall be of public record,
There are also differences besides those already noted. A state
may bring an action at any time after the state has taken custody
of the property while all other claimants must act within fifteen
years. Under scction 404, the state treasurer must hold a hearing
on cach claim, while under seetion 401 such zction js discretionary
unless requested by the claimant
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ParT V. OsL1GATIONS OF HOLDER AFTER PAYMENT
oR DELIVERY

SECTION 50X. Relief from Hability. C ccvE 1< 33 '

{2} Upon payment or delivery to the State Treasurer of prop-
erty abandoned, the State shall assume custody and shall be re-
sponsible for all claims thereto.

{b) Any person who pays or delivers abandoned property to .
the State Treasurer vnder this Act, and has in all other respects
complied with the provisions of this Act, is relieved of all liability
to the extent of the value of the property so paid or delivered for
any claim which then exists or which thereafter may arise or be
made in respect to the property.

(c) Any holder who has paid or delivered to the State Treas-
urer moneys presumed abandoned may make payment therefor
within the time Yimited by section 401 to any person appearing to
be the owner, and shall be reimbursed by the State Treasurer
upon proof of such payment and proof that the payee was entitied
thereto. Any holder who has delivered to the State Treasurer -
property, including a certificate of any intercst in 2 business assoc-
ation, pursuant to this Act, may reclaim such property if still in
the posscssion of the State Treasurer, without payment of any fee -
or other charges upon proof that the owner thereof has claimed
such property from the holder,

Comment

Section 501 constitutes, with some change, section 14 of the
Uniform Act. The holder is refieved of “all Liability,” insofar as
claims by alleged owners are concerned. Subsection {c) provides
that the holder, if satisfied as to the validity of a claim made to
him, may make.payment to the owner and .bc rcim‘burse.d by the
state upon proof of payment and the validity of the clazm‘. If a
daim is made upon the holder for a specific item of.ta.nglblc or
intangible property, he may reclaim it from the state 1.f it has not
been sold by the state treasurer. Although a holder s vnder no
obligation to make such a payment to the claimant, he may well
want to be the one to do so to maintain favorable customer rela.

tions.
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SECTION 502. Income accruing after payment or delivery. -[Ccp 3i5 i‘"’]

When property other than money is delivered to the State
Treasurer under this Act, any dividends, interest, or other in-
crements realized or accruing on such property at or prior to -
liquidation or conversion thereof into money, shall upon receipt
be credited by the State Treasurer to the owner’s account. Except
.for amounts so credited, the owner is not entitled to receive
Mcome or other increments or money or other property paid or
delivered to the State Treasurer under this Act.

Comme ot

Tkis is essentially section 15 of the Uniform Act, modified in
a manner quite similar to that used by California. Cal. Code Civ.
Proc. §1514 (West Supp. 1964). It differs from the Uniform
Act in that the Uniform Act does not provide for crediting to
the owner's account any increment related thereto.

There would seem to be little justification for denying the owner
any earmings or increments realized or accrued on his property ex-
cept for the practical difficulties involved. That is, when the
property held by the state is money or has been converted into
money, identifying specific earnings or increments attributable
thereto becomes practically impossible, 'Why should one owner
be credited with a greater rate of interest than another simply
because the state purchased a better investinent with his money?
Should the state be chargeable with a minimum return on the
property it holds whether or not the property in fact carned such
amounts? Because of these and other questions, it scems defens-

- ible to deny the owner credit for any carnings ance his property
is in the form of cash.

4t But the above reasons do not justify denying to the owner

~ credit for interest, dividends, or other increments clearly attribut-
able to his property before its conversion or liquidation. into cash.
While under section 17 of the Uniform Act, property must be
sold within one year, a different result is reached by section 304
of the proposed act. In the proposed section 304, the state is
empowered to scll the property, but is not required to do so at all.
Thus, any specifically identifiable earnings or increments, which
may be substantial, continue to be credited to the owner’s account
indefinitely. ' '




Parr VI. CoMPLIANCE AND ENFORCEMENT

SECTION 601, Periods of limitation not a bar. {:CC P gl ng‘]

The expiration of any period of time, specified by statute or
court order, during which an action or proceeding may be com-
menced or enforced to obtaln payment of 2 claim for money or
recovery of property, shall not prevent the money or property
from being presumed to be abandoned property, nor affect any
duty to file a report required by this Act or to pay or deliver
abandoned property to the State Treasurer; but this section shall
not be construed to affect any right of defense which became
vested prior to the effective date of this Act.

Comment

Section 16 of the Uniform Act lifts the bar of the statute of
limitations in requiring holders to report or pay over property to
the custody of the state. That is, unclaimed property is treated as
subject to the act even though the period of limitations has run
in the holder’s favor before the presumed date of abandenment.

In Campbell v. Holt, 115 US, 620 (188¢), the Supreme
Court held that where, under the local law as interpreted by the
courts, title to real or personal property has not “vested,” the
Fourteenth Amendment is not violated by legislation reviving a
cause of action barred by the statute of limitations, Perusal of
local law therefore becomes important in this connection. While
the draftsmen are of opinion that, as drafted, the section is con-
stitutional, on balance it imay be decided that it would be wise to
join Arizona, Washington, and Utah in omitting this section.
Omission would have the cffect of allowing the statute of limita-
tions as a defense to any state action sceking to enforce a report
or delivery of abandoned property.

Tzking New Fampshire as an example, N.H. Const., part 1,
art. 23, 2 Bill of Rights article, forbids the General Court to
pass “retrospective laws . . . for the decision of civil causes. . ..
A law that takes away the ripened defense of the statute of limi-
tations in an action pending at the law’s effective date is retrospec-
tive, unconstitutional, and void. Woart v. I innick, 3 N.H. 473,
481 {1826), citing at 479 the language of ]usttc_:c Story sitting
as United States circuit justice in New Hampshire in Society ».
Wheeler, 2 Gallison 105 (1805) : “Upon principle every statute,
which takes away or impairs vested rights, acquired under exist-
ing laws, or creates a new obligation, imposes a new duty, or at-
taches a new disability, in respect to transactions or considerations
already past, must be deemed retrospective.”

4y



“A law may be retrospective in its operation, if it affect an
existing cause of action, or an existing right of defence, by taking
away or abrogating a perfect existing right, although no suit or
tegal procecding then exists."” Clark . Clark, 16 N.H. 380, 386
{1839); Rockport v. Walden, 54 N.H. 167, 173 (1874).

It would certainly appear that, at least as to rights of defense
vested before the cfiective date of this proposed statute, a legisla-
ture cannot act to force the holder to put the property in state
hands for the custody of an owner who could not himself obtain
the property from the holder. The California Supreme Court,
per Traynor, J., has reached this conclusion. Douglas Aircraft
Co. v. Cranston, 58 Cal. 2d 462, 374 P.2d 819 {1962} (inter-
preting the statute of limitations provision as applying only to -
claims on which the statute had not run on the effective date of
California’s act}. Oregon had added a proviso similar to the one
the draftsmen of this proposed statute have inserted, Ore. Rev.
Stat. §98:376 (Replacement 1963). Ilinois, in adopting the Uni-
form Act, was faced with an 18g§ state supreme court decision
that on the complete running of the statute of limitations, a right =
of defense against a moncy demand was 2 vested property right
within the protection of the constitutional guaranty of due process.
Nevertheless, the Uniform Act's section 16 was cnacted without
change. Il Ann. Stat. ch. 141, §116 (Smith-ITurd 1964). An ac-
companying comment admits that “‘the decision has never been re-
versed and would furnish a basis for attacking the constitutionality
of section 16 insofar as it attempts to remove a bar which has ac-
crued prior to the time the State asserts its right to take custody
of the property.” :

With respect to rights of defense which, but for seetion §o1 of
this proposed statute, would vest while the statute is in force, the
draftsinen see no unconstitutionally retrospective clement in the
section’s operation. The section might be seen as equivalent to
legislation extending the statute of limitations, or otherwise pre-
venting it from cver running in favor of 2 potential litigant. Such
Tegislation has been allowed universally. The California Supreme
Court found no difficulty in supporting the similar California
section. “As to [claims on which the statute of limitations
had not run on the effective date of the act], and as to
claims that will arise in the future, however, it prevents the run-
ning of the statute applicable between the holder and the owner
from barring the duty of the holder to report and pay to the
Controller.” Donglas dircraft Co. v. Cranston, §8 Cal. 2d 462,
466, 374 P.2d 81g, 822 (1962}. '

The question of constitutionality is a close one, however. The
New Jersey Supreme Court reached an opposite result in New
Jersey . Standard Oil Co., § N.J. 281, 74 A.2d 565 (1950).
1t is not clear whether the limitations period had run to its end
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after the effective date of New Jersey'’s general unclaimed prop-
erty law, but the decision did not purport to turn on any such dis-
tinction. The state was simply denied escheat of unpaid wages,
money owing on checks, and money payable on bond coupons.
“The principle is embedded in our jurisprudence that where a
right of action has become barred wnder existing law, the statu-
tory defense constitutes a vested right which is proof against
legislative impairment.”™ 5 NUJ. at 293, 74 A.ad at §71.

If the particular state’s law of vesting is seen as in accord with
that of New Jersey, it may be desirable to shorten the period of
presumption of abandonment to less than the limitations period.
That is the solution adopted by the New Jersey legislature, N.J.
Stat. Ann. §2A:37-29 {(1952). The draftsmen with their view
that Lifting the bar of later-vesting rights of defense is not retro-
spective, do not consider this necessary.,

It might have been chosen, 2s a matter of policy, to draft the
statute so as to permit the statute of limitations to serve as a
defense to state action caiming abandoned property. Massachu-
setts does not require a holder in whose favor the Emitations
period has run to report property presumed abandoned, “unless
the court orders him to do so.”” Mass. Gen, Laws Ann, ch. 2004,
§7(c) {1958). ' |

Although some courts have held that the running of the period
of limitations vests a right of dcfense apainst the owner, it has
not been stated that the statute removes all liability to pay the
debt, or that it vests actual title to the unclaimed property. The
draftsmen therefore see no substantial obstacle and have decided
to liit the bar for the purpose of preventing windfalls to holders.

In connection with many types, perhaps the bulk, of abandoned
property, the statute of limitations does not run during the period
of inactivity which gives rise to the presumption of abandonment.
See Hutchins v. Gibnan, 9 N.H. 359 (1838) (no cause of action
triggering the running of the statute accrues to one who has re-
ceived meoney for another until 2 demand is made). The Uniform
Commissioners cite funds held by fidudiaries, insurance policies,
utility deposits, and bank deposits as 1n the category of property
falling outside the scope of the statute of limitations problem.
Commissioners’ Note, gA Uniform Laws Ann. 437-38 (1965).

~"This problem scems to be complicated even more by the Texas
v. New Jersey decision. Now a conflict of laws problem arises as
to which statute of limitations might be applicable—that of the
escheating state or that of the state where the holder is domiciled.
And if the latter, can the law of this state affect the running of a
statute of limitations in another state? Because of these problems,
and because as previously noted, there will probably be few cases
where the statute has run, it may be desirable to omit this section,
thus making the running of a statute of limitations a bar to any
action under this act. The problem of which statute of limita-
tions would be applicable would remain however, '
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SECTION 602. Enforcement. Cij

(a) The State Treasurer may bring an action in a court of
appropriate jurisdiction, as specified in this section, to enforce
the duty of any person under this Act to permit the examination
of the records of such person; or for a judicial determination’
that particdar property known by the State Treasurer to be held
by aay person is subject under law to escheat by this State pursuant
to this Act; or to enforce the delivery of any property to the State
Treasurer as required under this Act. :

{b) The State Treasurer may bring an action under this Act
in any court of this State of appropriate jurisdiction if:

(1) the holder is any person domiciled in this State, includ-
ing any business association, banking organization, or financial
organization organized under the laws of, or created in, this
State, and any national bank, or federa! savings and loan associa.
tion located in this State, but not including any federal court
within this State; ' _

(2) the holder is any person engaged in or transacting busi
ness in this State, although not domiciled in this State;

(3) the property is tangible personalty and is held in this
State;

(4) the holder is any court of this State, or any public corpo-
ration, public authority, or public officer of this State, or a political
subdivision thereof.

{c) In any case where no court of this State can obtain juris.
diction over the holder, the State Treasurer may bring an action
in any federal or state court with jurisdiction over the holder.

{d) At the request of any other state, the Attorney General
of this State shall be empowered to bring an action in the name of
such other state in any court of this State or federal court within
this State, to enforce the abandoned property laws of such other
state against a holder in this State of property lawfully subject
to escheat by such other state, if: ,

(1) the courts of such other state cannot obtain jurisdiction
over the holder; and -

(2) such other state makes reciprocal provision in its laws
for the bringing of an action by an officer of such other state in
the name of this State at the request of the Attorney General of
this State, to enforce the provisions of this Act against any person
in such other state believed by the State Treasurer of this State to
hold property subject to a presumption of zbandonment under
this Act, where the courts of this State cannot obtain jurisdiction
over such holder; and :

(3) the laws of such other state provide for payment to
this State of reasonable costs incurred by the Attorney General




of this State in bringing an action under this section at the request
of such other state.

{e) This State shall pay all reasonable costs incurred by any
other state in any action brought by such other state at the request
of the Attorney General of this State under this section. Any state
bringing such action shall be entitled additionally to a reward of
[15]) per cent of the value, after deducting reasonable costs, of
any property recovered for the State as a direct or indirect result
of such action, such reward to be paid by the State Treasurer.

Compe

This new section is quite important to the act and unless an ap-
preciable number of states pass this or a similar provision, the
Supreme Court’s “siinple rule” may not be so simple to cfectively
administer-—thus defeating by default the whole purpose of
abandoned property laws.

Suhsection {a) brings togcether provisions previously found in
various scctions of the Uniform Act. This subsection merely
states what rights the state treasurer may seek to enforee or deters
mine through court action.

Subs:ctlon {b) specifies the sttuattons in which the state treas-
urer may use his own courts—which should be in mast cases. But
the “contacts” with the holder necessary to have the right to es-
cheat the property under Texas v. New Jersey {which are appar-
ently none——see section 102), and the “contacts’ neccssary to
have jurisdiction over the holder in one’s own state courts would
seem to be two different standards, It would seem that the tradi
tional “contracts” tests retain their validity when thinking in terms
of suing a non-resident holder in onc’s own state courts. Thus sub-
section (b) enumcrates the conditions under which states have
been held to have such traditionally sufficient “contacts” as to
sustain a suit. It is conceivable, of course, that an entively new
“contacts” test would be approved for suing non-resident holders
in one’s own state courts. If the mere fact that the owner's last
known address was in this state is accepted as sufficient "contact™
with the holder so that this state can get jurisdiction in its courts
over a holder on that basis alone, then alf escheat proceedings
could be in the courts of the escheating state, and the remaining
subsections of section 602 would be unnecessary. But if such a
jurisdictional rule were accepted, it wonld scem that it would
have to be restricted to the sphere of escheat proceedings, for
the prospect of the application of such a jurisdictional rule to
other areas of the law can be alarming.

Jurisdiction over federal courts s not asserted by this sub-
section to be in the state courts. It is recognized that resort must
be had to some other federal court. See also section 208.

“Court of this state of appropriate jurisdiction’ is also meant
to be a broad and permissive standard under which the state
treasurer may operate. It is meant to include any court of this
state which the state treasurer may find appropriate or convenient.
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Assuming that the traditional “contacts” tests will be adhered
to for jurisdictional purposes (which seems to be the more likely
and logical position), and that therefore there will be some cases
in which our courts cannot get jurisdiction over the holder, it is
then necessary to have a provision Iike subsection (¢) to reach
these cases. The rights described in subscetion {c) must neces-
sarily follow from the Supreme Court's decision in T'exas v. New
Jersey to make meaningful its ruling that states ¢an escheat prop-

- erty simply because the Jast known address of the owner is in this

state. Otherwise, in those conceivable cases where the state can-
not get jurisdiction over the holder, the state would have the
meaningless “right” to cscheat property which it had no power
to rcach. Moreover, there scems to be no constitutional objection
to one state suing in the courts of another state. 81 C.].S. States
§223 (19535). In the absence of statutes prohibiting such suits,
2 state scems to be treated like any other person coming into the
state to sue. It is also relevant here that although the Supreme
Court has original jurisdiction in suits involving states as a party,
such jurisdiction is not necessarily exclusive—thus the resort to
the lesser federal courts and even state courts provided in sub-
section {c}. But in any case where a state is dissatisfied with the
results of its efforts in such courts, review may be secured in the
form of an original action in the Supreme Court.

This section is not meant to encourage the state treasurer to
g0 to courts outside the state; rather it is contemplated that his
courts will he used in any case where it is possible to do so, in-
cluding those cases where several courts might have concurrent
jurisdiction, and that subsection (¢} will be resorted to only where
his courts cannot get jurisdiction. Since resort to subsection (¢)
may be too burdensome on the state treasurer, or the costs in-
volved too great, this section must be read in conjunction with
subsection (d).

Subsection (d) really provides an alternative method for ac-
complishing the same result as provided in subsection {c). In
many cases however, it is felt that the subsection (d) procedure
will be preferable for reasons of overall ease of enforcement of
the abandoned property laws of all the states and because claims
which would otherwise be unprofitable to collect may be profitably
enforced under this section—thus preventing windfalls to the
holders.
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Action by this state for another state is conditioned upon that
state’s willingness to act for this state in corresponding circum-
stances. But to encourage the passage of such reciprocal pro-
visions by other states, cspecially important states like New
Jersey and Delaware, certain concessions and implied promises
are contained in the proposed statute.

Subsection (d) (1) limits the operation of this section to those
cases where the state cannot get jurisdiction over the holder (in
_cffect an alternative to direct action under subsection {c) ), thus

excluding those cases where both states might get jurisdiction,
but for some reason the state treasurer would prefer to have the
other state’s attorney general act for him. This limitation is ime
portant to states fike Delaware and New Jersey, for it indicates
a willingness to be similarly limited in their reciprocal provi-
stons. Although there will still probably be more instances when,
for example, New Iampshire asks Delaware to act than when
Dclaware asks New Hampshire to act for it, this limitation elimi-
nates one large category {concurrent jurisdiction over the holder)
from the possible operation of this subsection. It should also be
pointed out that the language of the entire section is permissive—
the attorney general of one state may or may not act for another
state as he chooses, thus giving him the discretion to act selectively
or arbitrarily. '

The enacting state also asks only for reasonable costs when
acting for another state, while promising other states not only
their reasonable costs in acting for the escheating state, but also
1§ per cent of the value, after deducting reasonable costs, of
the property recovered by such other state for the escheating
state. {The 15% is only a recommended figure and can be-ad-
justed aceordingly.} It is hoped that this incentive will prompt
such states as New Jersey and Delaware to pass reciprocal prowvi-
sions, since in this manner they get at least something from the
funds which otherwise they could not touch. At the same time,
other escheating states probably save the significant expenses of
trying to enforce their claims in such foreign states. Moreover, in
the event of a particularly large amount of property, a state could
act directly through its state treasurer under subsection (¢} and
avoid paying the percentage reward recommended in subsection
(d) when another state prosecutes its claim,

.




SECTION 603, Penalties. | CCP 5/ 5"’241

{2) Any per.sori who wilfully £3ils to render any report or per-
form other duties required under this Act shall be punished by a
fine of [twenty-five dolars] for each day such report is withheld

or such duties not performed, but not more than [one thousand
dollars]. ‘ '

{b) Any person who wilfully refuses to pay or deliver aban-
doned property to the State Treasurer as required under this Act
shall be punished by a fine of not less than [one hundred dollars]
nor more tha'n {one thousand dollars], or imprisonment for not
more than [six months], or both, in the discretion of the court.

Commnd

The penalties section is section 2§ of the Uniform Act. -

In the light of the act’s purpose of preveating windfalls to
holders and providing non-tax reveaue to the states, and consider-
ing the state's desire to protect the owner by taking custody of
property owed him, it may be scen that willful failure to abide by
the provisions of this law is a fraud on the state that can well be
held criminally punishable. States with such acts make vaiious
provisions for fine and imprisonment. Massachusetts allows a
court to fine up to $50o. Florida and Oregon provide that willful
offenders shall be guilty of a misdemeanor, with no specific men.
tion of fines or terms of imprisonment. Daily fines range from
$5 (New Mexico) to $100 {Utah), with maximum amounts
of $1,000 (California, Illinois, Montana, New Mexico) to
$5,000 (Idaho, Utah). The draftsmen suggest that a $25 a
day fine, with a maximum of $1,000, is adequate under subsection
-(a), and that a fine of $100 or $1,000 or imprisonment for not
more than six months, or both, is appropriate under subsection
{b).

This section will operate in conjunction with section 3ot (i),
and section 602 {a) which empower the state treasurer to compel
the reporting and delivery of unclaimed property presumed aban-.
doned. After bringing such actions, the treasurer and the attorney
general may concur in the belief that a criminal sanction is war-
ranted, and proceedings may be instituted to that end. It should
be noted that the requirement in section jor that the report of
abandoned property be verified, and a similar requirement for
statements filed under section 303 (a), provide . additional
possible penalty in the form of an indictment for false swearing,




Part VII. MiscELLANEOUS

SECTION 705. Rules and regulations. [ CCPS/e 28 _7 '

The State Treasurer ma
he finds necessar

this Act.

3y make such rules and regulations as
y to administer and enforce the provisions of

SeCTION 702. Excepted property. { Ce./” § 1526 ]

This Act shall not apply to any property that has been pre-
sumed abandoned or has escheated under the laws of another state

prior to the effective date of this Act:

Comment

Additional exceptions can be added to this section. To achieve
the desired uniformity made posible by adoption of this proposed
act, such exceptions should be few in number. They would be
appropriate, however, where a state has laws governing classes
of unclaimed property unique to that state, or where strong policy
reasons argue for not changing existing law.

-

SECTION 703. Severability. [ Uncodre d j

1f any provision of this Act or the application thereof to any
person or circumstances is held invalid, the invalidity shall not
afiect other. provisions or applications of the Act which can be
given cffect without the invalid provisions or applications, and to
this end the provisions of this Act are severable.

Comment
This is section 28 of the Uniform Act. In view of the questions
on the constitutionality of provisions for notice to owners, and the
problem relating to lifting the bar of the statute of lunitations, it
was thought best to have a severability section, hopefully to keep
the remainder of the act in force pending amendmeat of parts

held invalid

SECTION 704. Repeals and Amendments.

The following statutes of this state are repealed or amended,
as indicated:
Coupant
Each state should repeal or amend all of its existing law deal-
ing with the escheat of unclaimed property to conform its law
to the provisions of the proposed act. Only in this way can the
objective of uniformity be achieved.
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