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EXIIIBII

c6'zrt

TREASLIRY
August 1 , ?01-tr

Mloncy(irarl lnternatia na J I nc

Atr:: .Alex l-Lolmes. CFO
?8?8 N. Ham,ood. Floor l5
Dallas. TX 75201

Du-ar N4r. l{oi,nres

'lihe Pe:rnsylvania Trcasury Departnlent, Bureau of Audits ald Enlbrc,enrer:t ("'li'easury')
pursllaltt t;o aufio ly Eranted to ir( under tlre Pennsylvania Disposition of Abauxctoned aridl

Ur:clainred Pr'operty Act (*DAUPA'') P,S" $ 1301.1-1301"28a. as amended. ireleby authorizes
frcasury Scrvices Group ("TSC") 10 conducl an cxaminanion ol'thc books and reuords of
Moner'ffram lntenrational hm.. sLrhsirrliaries and re'lated entities. The exanlinati:crn shall be lbr the
purpose ol'detelnrining conrpliance with t.he DAUP,A.

'l'his letter shall con-stixute aulhority fnr l-SC to it{entify, collect and reporn all uncllairrrcd. propert}
due and payable to'll-eastrr\'. A rcpresenlative fionr'l'SC u,ill contacl you 10 arr,rng,e a mrutu,alll

agreed upon dals to oorunrcnce tlile sxaniinalion.

Pursuamt to lreasury's ar-rthorit.v, itt is our intenlion to imposr interesl rirpon, lvncrneyGran:

hlternatiouai Inc" in conr:eclion u'i1h tte audit findings and seek tiie imposition ofpenallies.
ruhen r,,'aranted, irr accordance u'ith Seclions ll30l"2.l ardl 1.3(J1.2-r ol'the D,AUPA. li.lowever.
'l]c.asury is anrendablc to considrrr a shou'ing o1'.qood causre or mitigaling cir!:umstanses rvhereby

the l-reasurer nray u,trive inter,--sl penalties or both.

lf you have questjons, please I'eel llree to Gontaot A.le.x Kaul'ibran oITSC at (.1102t 202-505i

Srncu'rell'.el
-{Ll-

Br:ian Ir4u,:rler,. Cl,:\
Director- Burea 'L{udits and Entbrcerr-renr

At_Fo00031s2
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EXHIBIT#72
g
E

E

E
H d.>t't { ef<

COMBS
TExAS CoMpTRoLLER a.l pueltc Acco

PO Box r35eB r Ausrrrl TX 767t1-3SAB

S U S AN

The Texas Cornptroller of Public Aocounts ("Courptroller'), pursuant to authority granted under the
Texas Property Code' Title 6 Chapters 7+ -zs 1'st^totr"), hereby provio"s tt ir 

"ni;Lr, 
notice that

the Compuoller is commencing an unclaimed property audit and ixamination of tfr" iootcs -arecords of MoneyGram Intemational Inc FEIN- tO-tOEooe+ flnolder") and all relevant subsidiaries
and divisions, for the purpose of,determining comp]iance with the Statute. This audit relates to all
overdue and u.nreported unclaimed properry, deemid abandoned and reportable to the Cornptroller
under the stahrte.

The audit and examination will be conducted by Treasury Serviaes Group as the State,s authorized
agent' Contractor has been directed to determine ail property deemed reiortable to a[ states in
order to es;tablish thart portion rightfrIly owing to the 

-Comptroller. 
The tontractor will contacl you

to schedlrle a date to begin this audit and examination aad will advise you of the documents, books,
reoords and personnell that must be made ava able for the examinalion.

The contractor, acting as a custodian of the comptolier, is, authorized by the comptroiler to take
delivery of all property, penaities and iaterest folrnd due and owing at thi conclusi'on ofrhis audit
and examination. In accordance with sectioa 74.707 af $eproperfu code, the.cornptoller may
waive penalty and interest if it is deternined that the holder made a good faith effort to comply with
Chapters 72-75 ofthe Property Code.

1{ I^o.,^hl* fly questions regarding the audit and exarninarion, piease contact Alex Kauffrnan at
(402) 202-5053 or akauffman@Eeasuryservicesgroup.com. you may also contact me at (512) 463-
5225 or matthew.aargus@cpa.state.tx-us.

Alex Hoimes CFO
MoneyGram Intemational lnc
2828 N. Harwood Fl 15
Dailas TX 75201

Dear Mr. Hoimes

Sincerely,

Matthew T. Anglrs
Audit Division
Texas Comptroller of Public Accorutts

Ailex Kar,rffmar:
Treasury Services Group

cc

A1F00003264
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Message

From

Sent
To:

CC:

Kauffman, Alex VO=TAG/OU =EXCHAN GE ADtM ll',1ISTRATIVE GROUP

(FYOIBOHF23SPDLT)/CN=RECIFIENTS/CN=Bs6433BD68744C9D9s3AAEC8oF90FsA9-KAU FFMAN, A

rl/t6/20151L:s4:26 AM
ll4ichrael Rato Irnrato@mdmc-law coml
Shane Osb,orn [lo=TAG/ou=Exchange Administrative Group

{FYD IBO H F 23SP DLI)/cn=Recip ieirtsy'cn =e 3742eb531f348f682569219f71eeb64-5 Osbornl

FW: MoneyGram
Third Party Bank Checks memo frorn TSG.docx;0051-001.pdf

Subject:
Attach ments

Hi Mike,

I thought you might be interested to read Delawane's response to the States' demands for payments, and of our

response to our States (this has not been s€nt to DE).

AIso, Pennsylvania and a few other States have asked us to gatllrer similar records for prevlous periods so that a bro6der

settlement can hopefully reached among all States covering all periods. Would you please ask Moneycram to provide a

sirnilar report for older Official Checks reporteC to their State(s) of incorporation? As far back as they have tlnem, please

Tlhanks,

Alex

From: Shane osborn
Sent lluesday, November 3, 2015 2:46 FM

To: Kauffman, Alex <akauffman @treasuryservicesgroup.com>
subiecl Fwd: lnfo

Shane Osbonn I Chainman & CEO | ]ireasury Services Group I www.treasurvservicesAroup. com I

Office: 402.682.7260 | Mobile: 4A7-.699.0344 | sosborn @treasurvservicessroup.com I

trilm r-s(f J*. dl

k*
This ennai contains information which may be PROPRIETARY lN NATURE OR OTHERWISE PROTECTED BY LAW FROM DISCLOSIURE

and is intended onlv ior the use of the addlresses(s) named above. If you have received this ei^nail in error, please contact the sender

immediately.

Elegin forwarded message:

From: "Munley, Brian" .brul9J@p4lqg!qly.Egy,
Date: November 3, 2015 at 2:43:44 FM AS I
To: "sosborn treasuTVservrcesg rouo-com" <sosborn@treasu TVSeTVtCeSgro uo.com>

Cc: ''Benkovic, Barbara" <bbenkovic@ patreasurv. gov>, "Rohanna, Douglas K." <d krohanna @Patreasurv gov>

Subieatr RE: lnfo

Shane,

g

H

E

EXHIBIT

t(4{ t/t

ALF00001789
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While on topic, in addiiion to the reconciliation and supporting documentation re checks/orders erroneously reported

to Delaware, Pennsylvania Treasury requests a similar reconciiiation and supporting docun entaticn for the amounts

erroneously reported to Minnesota as far back as records have be€n maintained.

Thanks.

ALF00001790

App. 587



nl tm :TSG
TREASU R}: 5 E RVt CES. G ROU P

TO : State Uraclhimedl Property Administrators

FROM: Treasu,ry Services Gromp, LLC

RE: Delaware memo on Third Party Bank Checks

DATE: October L4,2Al5

W'e rvanted to proi'ide sorrre sLrpplemerLtal intbn.nation for vour attomevs as threy reYier.ri dle

N,IoneyGrarn rssue ilrud Delar.v:rrds recent letter to the participating States. Unfortunatell, it appears

as though, Delail'are is co.ndnuurg to igrore thc facts arrd rely on a selective r,:ier,,,'of legal histo.ry for
their analysis. just as diey didl in 2011 rr,'hen they directed MoneyGram to continue improperly

escheaung all official checlis to Delaware.

As 1,ou know, in 1974 Congress recop;nrzed tl:e need to adrdress escheatnent prionty n-rles

followng d:Le Supreme Coun decision rn Pennryltanta ,-, Neat York as it appllied ro money ordlers,

ra\"elerrs clrecks and other simrlar inslruments, u'}ren it cnacted thc Drspositron of Abandoned
L4oney Orders and Tnx'eler's Checks ,{ctr (the ".{ct).

T"he Act moditled tlne PansylL,attia t. Nen, York decision b1, declanng d'ut dre state rvhere the

money order, traveller's check or other similar ilnstnunent rvas purchased I\a-s top pflonty to take

custody of such uncleime<i propeny-. T}re stan-rte also, provides that if the issuer's hooks and records

do not shor.v tlhe state o,i purcl-rase, or Lf thev d.o show dre state of purchase but ttre state has no

por','er urrder its or,,,n larvs to ulke custod\,, then d-re state oF tlr,e issuer's pnncipal place of business,

not the state of incorporation, has thc rrgirt to take custody of the properry. lfhere is no dloubt that

Congrcss bcLcvcd that tl'!c statc rvhere the rflsffument was purchasedl had a greater interest in dre

underlying property than: 11) tlr,e state rvl.rere the issuer has irs principal place of busrness; and 2) the

state u.here the ssuer is incorporated.

As we understand De,laware's posihon, Delav:are believes drat somehow these officiai check

instrumenrs, whrch are almost identical to money orders in €ver\i respecq are thlrd party bank checiis

as exclluded in dre stautorv language. Deiarrare's reasoning rn thrs regard is based on a rejection of
dre nodon that d-re language could be referrr,ng to bank cirecks dhat had been endorsed over to a

third party, tl-rat the instrurrerlls n-ratr be considered "tellels checks," and on a seiectire reading oF

the legrsJatrve history of t1-re Act.

l)eliarvare's ir-rt retation direcrl ent. The onlv Federal case dirat clefines

"thrrd parq, bank check" is contraq' to n)elat'are's proposed ruading r,r{: the p1.rrasc. In [J-.f- r.

Thwatet Ptruv At.iaciate:. thc Soud.rcm District oi Nerx- York (518 F.Supp 94) ad'dresscd specificall-v

11') ll q a_ ii{i ri'11_ri'ri
1100 lvlain Street . Sute 2720 ' Kansss City, MO 64105'Tel; 402@.72fo'Faxl 402.939 0200

wv\Ar.trea s u ryse rvi ce s g rou p "com
Austin . Boston . Kan$as City . Arlington
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tl.ie issue oF third parry barrk chechs. tn Li.S. u. Thudtes, the successftrl brdder at a toreclosure

auction attempted to make the requrred down payment uitrl.r a certified check tlnat was made ot.lt to
one other dr:rn the higlh brdder. To etl-ectuate the s'ale dhe bank check l.rad to be endorsed hy the
bidder. That instrument rvas deemed by the coun ro be a "tl,\ird party bank checik" whrch rvas

unacceptahie under dre terrns oF dhe :ruction. 'I'hurs the courts deem a '"drrrd party bank check" to be

a check m'ade out to one party but en.dorsed over to another. as u,e have always maintained. Thrs

court iflterpretation proves fiat drird pirn1, bank checks are dirfferenl t-rom the officral cbecks

reponed to, Delat are.

Delau'are's considerauon ot dre lesnslauve trisrory rs rnrsgurded. ln ana.lyzlng *re -tct we did
in fact consider tl're statrrrc'-s legisladve history,.r'hich \r'e agree is e>''trernely helptu:]. The U.S.

Department of the Tru^sur;.'s ("1ireasury') Ger:erai Co,unsel" Edward C. Schrnr.rlts, didJ express

concems d:at the legslatron may be considered too broad and would cover "tlxird party payment

bank checks." The Committee adopted pan of Treasury's recornmendation rn s'hat rt referred rc in
the Committee Report a-s a "teclhnical amenclrnent". Ftrorvever, Congre'ss added only the rl'ordls
.'third parq bank cl.recks." \X'lhv Congre-ss dropped the word "Ea1-ment" frorn Treasury's

recomrnended language rvill most likely never lre hnou,n. However, without the word payment it
seems to suggest that d-re thirdl partf is not who r:s. receiving paymeflt from the bank check but rather
as v,'e onginatly suEgested, it rs a h'ank clieck t}at is nor'v heing presented for payment hy a third
pafty to dle ongrnal transactson.

Hou;eveq whirt is cleirr rs that no!,'here in Treasury's cornmunication wldr the Cornm:.ttee

did Mr- Scl:mults sugge".t -- nor did Congress endorse tlhe i,dea - that there were specific

insffuments thar Congress h,ad in mind drat needed to be exch,rded. At the tirne the legrslauon u,-as

passed,, drere $ias no common detrniuon ol drird partv bank checks. lt is hrghly unllikely that
Congress rvould crcatc an important cxclusion for a parucular financral instrument that drd not har.e

a common definition. It rs mucl.r more Lrkeli drat Congress was refernng to the plaetse of signing

checks over to a thrrd paq,-a practlce that was commonr at tlhe lrne andl r.vould have douded the

issr-re of rvl'nch State rvas entitled to dre benefits of escheat-

trt- Congress clidl have a speclt-rc instnrrnent in mind, it rvas much more likely to har.e been

checks issued b1; grrllt. and S&L corporrtions, ,{r tlhe trme tlire legtslation was being considlered,

there was a gre2Lt deai of discussion within Congress :rnd regulatory agenctes about a new third party

pa;tnmt insfiament d'Iat r.ras allorving thrifis, savings and loans and credit unions to providle tirer
customers a mechanisrn to make third parry- payments'. These accounts alloured nonbanks to

compete w'ith, comrnercial banks by allorvrng them to rnalie third pafty pa)rments out of interest

bearing accounts.

T]r e p,ractrce u.'irs estremell, contror.ersral at tlhe time and rvas subject to no less than eigirt

bills introduced berrveen 1973 ;rnd 79 ,113 tcs either curb or futirer enhance its pracuce. Dozens of

: Third-pamv par.nnerlt accounts arc those that perunit the depositot to direct tlie institution to pay a drlrd pa.rq'try meaos

oE aor order rssuedl to tire tl rd parn,. !(iitlLaru E. Glbsoi. Dcplr,i Dmtn/ "Hor Maney," and tht lt'tahikry aJTlniJ lutitutiau,
3 Broollings I,sntutio:,r 593-636 (197-l) prookfugr Papeo on Ecouor:ric Actrvin')

'H-R. 3(t3-5,9+* Colgress (1975-1976) Addcd Ne\, York to Ne,r',lersey to the list ofSrates in wluclh NON!'accounts,

are pefnitted, contingant on legisllation withm the respectiw States ga.nting &ird pafi paymemt traxsfer authoriq' to

Srate-chanercd drrift iosdrutions; S, 1668,95,!,Congress. -{ Bi to Provrde for Eqluitable R.egr:llation of savrrgs accouflts
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scll-rolady articles were writfen to addr,ess thrs ne.w pavrnent instrument. Cornrnercial Lran*.s,

partrcularly nauonal banks u,ere extr'emely opposed to savxngs and lloans, thriFts ard credit unions

b,eing able to offer thirdl parq' payment accounts or instruments o,i any kir:d. Therefore, logrc

dlictates much more that th,e Departrnent of the Treasury was urging Congress to narrorv tie
co\ierage of tlais legrslauon bv can;rng out these third parw pavm€n,t instruments (where the thindl

garty tu-as ahuays reierred to as dre receir.er o[ t]re funds, not dhe guarantor of the ft-rnds.)

Albsent a clearl,v expressed legisiatii'c intrn.don to the co,rtrary, tl-rat language must ordinarily

bre regarded as colrclusive.:'' Con.nmer Produrt .9 afery Cannis.nan et al r GTE S1'luania, trnc. a1.,447 U-S-

102 (1980). "[]n interpretrng a statute a court should aiways tum to one cardinall canon betbre ali

others. . . [Qourts muslr presxrme tirat a legrslature sa]-s rr! 2ri statute what it rneans and means rn a

starute n hat it sa1's t):.ere." Connettictrt Nat'l Ba& u. Cermain, I HYPERL.INK

"https:/len.wikipedia.org/wiki/Case-citation" \p "Case citation" I (h992). nndeed. "..vhen the words ofa
stahlte are unambiguous, dren, thrs tlrst canon is also dre ll'ast 'judrcizrll inqurry is complete."' 503 U.S.

249" 254.

Looking at dre precrse languagc of dre statute it says trvo thrLgs: 1) rts provrsions applly to

moner orders, trari'eler's checiis or odrcr srrnilar wnttefl instrumentsl and 2) it excludedr d-rird partv

bank checks. F'irst, \,tone-rGram's otficial chech product is, not or,rl1, simillar but is allmost identical in

eveqr s,av to mone,v orders. They sell bodr products througfr its agents, erther financial insthlto,ns
or othcr rctall outlets. They both shorv MoneyGram as the dlrawer and MoneyGram's bank as the

drawee. I'lrelo botl-r are treated simriarly under therr states' regullatory ageflrcires. Phvsijcally, they are

used to make pairmelrts ro tlhid parties; S, 1667, 95r'Cougpess; Ame[ds dre Federal fiome Load BanI Aal to Pemit
federally-chartcrcd savings zund loau associarions to offer ncg<.itiab)E order of wthdrarval ('JO\&) accouts; FLn, 129341,

94s Coo,gress (1975- 1976) rtr1r Federal R.eserve Refomr Act addeel New Yorh auJ New lersev to trhe llst of States ur

which thfd partv pal'meo t trans fur authotitf is allowed, i f such authodty is granted by such States -to-State cir,artered

thnft ushb]tions; II.R.137.+1. 9.5tln Coogress -- Proltibits dre es ablishment b,y- State or Federal law ofrrterest rate

dlffereiitiflls benveen: (1) barrks. other than sn'ings ba,r'rks, the degrosits ofwhich are insarred hl, the Federal DePoslt

Ilsuralce Corporation; aocl (2) salurgs and loar. buildrng and lour. or irornestead associations (incllrdug coopentrve
b,anks) the deposits oIrl,'irich are insurtci hv tht FSLIC. or murua] savlngs banks, on savings accounts fuomrwhich

automatic tratrsftrs to third-parfl,paliment accouflts mal be macle pursuant to the prearranged agfecment ofdepositots
or accouot holden; S.3461 -g5th Congress (1977-1978) Frolublts the estabhshmcnt. b1 State ot Fedenal law of
interest rate diffenentials betu'een: (1J) banks" other than savrugs baLks, the deposits of wtr,ich are insured by the Federal

Deposrt Insurarrce Corporation; and (2) satings nnd loal. b,uildlng ald loarr, or homestead associauons (ncluding
cooperative baoks) rhe deposits of rvhich arc insurcd 1\ the FSLnC, or muh:rall savtlgs baoks, on sauogs accounh ftorn

*-hLch autornatic tra,osfers to thLrd-pa,rtv paymeot accounts may be made pursuaflt to the Preafianged agreemea,t of
dlepoutors or accountholdcc; I{.R 111748 

- 
!l5dr Congless (1977-1978) Plohibits the establislurent, hy State or Federai

iaw ofmterest rilte differeoua.ls between: (1) banlis. odrer than savrngs ba:iks. the deposits of wltrch are rnsured bl' the

Federal Deposrt Insur?urce Cor?orrrtlolu aruJ (2) savllrEg urd Loan. builcl,urg and loan, or hornestead associal]ons

(including cooperawe banks) tlle deposits o f l.hrch are ir.rsured b-v dre FSi-IC" or munra.l savings bank, o,n sar'rugs

accotll)ts from rvhich autonatrc tralsfels to tirrrd{arry paytrent accoull,ts maf tle ruade punua. t to the pearranged

agreemeot ofdeposrtors or accourlt.l'ioldets; I1.R.141)"14 - 95tl[ Congrass (1977-1978) Prohibits the estab'lrhment" bv

Statc ol Fedcra,l lan. of uitcresr ratc drffcrcotrals bctw'ecn: (l) banks, odrcr than sa*'ings baoks, dre.deposits ofv/lltcll arc

ursured bv thc Federnl Deposir lorsu^rrince Corlorar,ron; aod (f savrngs and ioan, htrildiag urd loan", or homestead

associrartions (inch,rditg cooperawc haniis) thc deposits of ri.hrclr irrc insurcd by rhe Fcdcrzl San-ings and loan LTsuralce

C<rqpolatron, or rnurual saving5 banks. on savilpp accounts ftorrr \!hich automatrc traflsfurs to third-party payment

accounts mar be made purstunt to the prr:arrarnppd appeemenr oFdepositors or accourldrolden.
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identrcal. 'litre i:niy real diflerences are rvhere they are solld and ttre lir.nit on the value of the
instrurnents.

The legislative hrstory also is more rnstrucrive wherr Iooliing at the endre Cornmittee Report.
That history rnclucles tl)e letter to dre Committee t'rorn dre Chairman of the tsoard of Gon'emors of
the Federal Resen e System. That Ietter emphasized many trnes, dre need to address the inequides
betq,'een the states that existed at the trme. In hrs letter to the Comrnitte€', the Federa,l Resen'e

Chairrr,an, Arthur F-. Burns. reterencrng tJhe legrslaoon states thar "llt]o correct this obviorLrs inequity

[created bv rhe Pennqln a t Nr:l, \-ork decision], dre Board concurs \r'itlx the purposea oi dre

proposed Iegrslatr,on."

Chainna,n Burns recomrended truo changes to the undedlying liegislation to make it clea.r

drat d'le State oi purchase should li,e dispositive as a matter of egr-lity. One recommended cl\ange

was to nnake sLrre the underlyrng legislative language achier.ed the Cbmn-rimeeis purpose. ThereFore,

it was recomnrended drat the lar-rguage refenence dre State w,l-rere the instrument was "purclxased"
rather than, rhe State where d.re irnstrument was "issued". He -r,,ent on to znalyze u,hy that was

irnportant. He focused on the traveleds check market at the time, flotirng that American Express

accounteci for two-thirds of the rr'rarket and dre rest of the rnarket included wo nonbanking
subsidraries of iarge banh holdrng corrpanies (115%) and trr,'o other firnns widr each holdl 'll7i, of the

market. TIe stated [urther that "[c]leary, arL organizarion that issues such instnrments willl not uzua)lly

be d,e organization that sells sucl, instrumcnt; to dre prublc. Tllrs fact ernphasizes again the

irnportance of the place where dre ::nstrument is rulumately prrchased, , ..."

l'he second recommendadon uras to eliminate dre different tests the Cornmrttee had

established for nauonal banks versus sute chartered banks. Th,e Chairrnan notedl rf the Committee

mairnu ned tha drttcrcnt tcst tbr natLonal banks rvhcrc thc properg'worLrld escheat to "the State of rts
principal pLace of busir-ress" tlttr rt " ti,ouLi n.wi in a n'ittdfa'll for a fe\l, States. in whrch: d:e laws for
corporate organizatron are most eftmcrjve'" r.vhrch rr,.ould ftus,trate Congress'goal of making tJ:re

disposiuon of urnclairned property among tlhe states more equitable. TIre Cornrnittee adopted b,rth
of the Board's recornmendations.

Detrarvare's reference to the LICC is rrrelevant, They sugg;est that the N{oneyGram crfficiz,l

chechs are teller's checks. Firrst dre defrniuon of telller's chech under the Unrform Commercial Code

('UC.C") is; 1) a draft dras'n br. a bank: 2) on anodrer b;rnk, or payable at or drrough a bank. Under

$1-105(1) of dle LICC, bank is tletrned as a '"person engaged in the business of banking, rncluding a

savings banh, savmg; and loan assoclation, ffedit unlon or trust cornPany'" it is clear basedl on the

sta rcs of el.er"v statc in which N,troncyGram docs business, rncluding Delawarc, that MonelGmn
is nat a'baak. nn additiron, MonevGrarn definitely is not a bank untler Federal law. On January, 7,

2015, dre ILI.S. 'lhx Coun lblrnd tlrat N,lonetr(]rar,n is not regr:lated a-r a "hanll<" by the Federal

B.esen-e Board, dre Ofiice of tire Cornptroller of CLurrencl- or tl.re Fedleral Deposrt ltlsLrtance

Corporarnon and is not eiigible for membersihrp rn the Federal Resen'e Sptern. The opimon further
stares that "it rs regulated 1s I moner senices business. Federal banl<ing regmlatrons specificall,v

o 
Drscussed ftirther below
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exclude l\,[SB's irorn the del'inrtron ci "bank", Maney1ram lntemational lnc. and stbsidiaries t
Conmts.noner of Internu/. Rewnuq crtse number 12231-12,7A109-12, in the U.S. Ta-x Court.

T'heretbre, in orcler ibr:rn oftrcrirl checlli to be a teLler's chech, lrrrtlh the drau,er ald drawee

must be differen:t banks under tl.Le UCC definrtion. \lone,vGrarn's bank c]lients sirmply sell the
official check instrumens. Hou'ever, according to I\'lo,nevGiam's contr'acts, tl:e funds are not drarvn

from the client financiall rnstjrtutron. R.ather, the instn.rrnent is purctrased by the financialJ insb,tuuon's

custoffier eid-rer rvidr caslt or trom funds drav'n from dre customels account (not the bank's funds).

Once purchased, tJ-re instn-rment rs clearly marked drat dre draw-er of dre rrnstrurnent is lvnoneyGram.

Then, upon preserltrnenq tlle fundls are drarr n from l,[onevGrarn's account. 'Jlherefore, the funds

are drawn fiom a bank but dhel- 25s not dra$'n by anodrer bank or payable at o,r drrouglh a bank- The

Llniform Commercral Code requrres r]re i,nstmrnent to state that rt is "payab,le through" a spec;Flc

bank tbr lt to bc payatrle tlhrough a bank. UCC $4-106 Payabtre through or pa)'able at bar:,k;

co)lectng bank. The \loneyGram in,strurnents do not include any "payable through" language.

Therefore, dres,e instruments tirl tlne seconal part oF the "treller's .^heck" dlefinition.

lrl n in tl'r is er is L-le'.r,rl f ll-
@.FinaI]t;rndp.-l;;iblymc,stimoonandy,1sconsideflngthepurpose
of the underlying lcgislztron. As noted rn Truuelus Exprerl l. llirmerota. rvhen cons,fruing this statute,

Consress' Dumoses must be bornc in nlnd. See I HYPER|I]NK

"https://a.next.westlaw.comy'Link/Documenty'FullText?findllype=Y&serlrl ri.rm=1979135,1,11&ptubNum=70

8&oniginatinrgDoc=l8b91cd79556011d997e0acd5cbh90d3f&refType=RP&{i=co_pp:sp_708-L9LL&oriSin

ationContext=document&transirtionrTrTpe=Documentltem&contextData=(sc.Search)" \l
"co_pp_sp_708_1911" I. t HYPERIIINK

"https://a.next.westlaw.com/'Link/DocumentlFullText?findrllype=L&pubNuni=1000'545&ciite=ll2USCAEZ5

03&originating Doc=lBb91cd795560L 1d997eoacd5abb90d3f&reflype=lLq&orisinationContext=ddcumen

t&transitionType= Docurnentltem&.ot'"*p"ta=(sc.Search)" lwas obvrouslly designed to modi$, the

rule establtislTed b), the Supreme Court regardrng money orders, traveler's checks and otlr er sirnilar

in s tru me nts ,

Congress' purpose could not have been made clearer in this instance, In $2501 the

Conggessrollirl findings amd tleclirraton of p.l,q;,rseu secdoll stittes that "llt]he Congress 6nds and

declarcs that: (1) t1-re books rnd records of tnnhlng and firn';urcral orgamzations and bu,siness

associations engaged in issurng and sell[n1g money orders and trarre]er's checks do no! as a marter of
business practicc, sirow the Last linovn addresses of purchasers of such instruments; (2) a substantal
majonty of such purchasers reside in d.re Stiates where s,;ch instruments are purchased; (3) the States

rvhcrein tle purchascrs of moncl' orders and twcleCs cl:ecks reside slhould- as a matter of equir,v

rmong the several States. bc entrtXcd to thc proceeds of such instrurnenrts rn tlie event of
abandonrnent (emphasis adder.l); (a) rt is a lrurden on irnterstate commerce that the proceeds o[ suc]r

rnstruments are not being dLstnbuted to dre Starcs entided tl.:ereto; and. (5) dre cost of rnaintztnrng

and retneving addresses of purchasers of monei, orders a:rd trar-eller's clr,ecks is an additronal burden

ofl iflrterstate commerce since it hirs heen determined ttrLrat most purchasers reside ln the State of
purch'ase of such rnstruments-"

6 pub. L.93-495, rirle \"I. \ 60i,Ocr 28, 1r74.88 Stat. 1525)
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In addrtron to the language above dhat was adop,tedl as the "Congtessio,nal Findings and

)Purposes'" sectron of d:e Surtute, the United Surtes Senate Committee on Banking, Housing and
n-Irban Affairs referenced its pr.r,rpose to address tlne inetluities that ]ed to dre need for t]re legrslaton
ar least Ere umes in irs Comminee Rcport-.

Congre;s' concern ot adciressing the inequitres of one stalie receiving what they referred to as

a "windfall" from other states \\,l.rlch hale a greater interest in the escheated properqv was well-
fonndedl at dre dme and coulld not be more eviclent by the current slt\radon.

Ixss tl'ran one half of one-percent of all official check property escheated to the State of
Delau,,are w-as actr-rally purchased in Delau,are, ,tccg,rdting to our review, IvloneyGram sho'u,ld have

escheated only slighdv more dran $'ll million to Delaware rattrer than dre rnore than $250 milllion

lDelau,are norr,'trr,olds. Tlrat is a $250 rnrllion q.,-indtall to Delaware simply because Delarvare lhas

favorable laws oi incorporation. There is no quesdon that such a result tLrms dre u,ndierlying

purpose oi thre statute on im lread. Tlite rortured reading Delaware sugests o[ the phrase " *r,ird

pany bank check" to c'"1n e out these instnrn-rents r,s blat:rntiy irlconsistent wrd: Congressional inteng
has no basis in the -Act's )legislative l,ristoqr, has no basis in an otherwise heavily regrLrlated banking
sector on case larv,

We beheve v,itJ-rout a doubt drat this offrcial cltreck property was wrongfully escheated to
Delaware' f'l-re insuurnen:B at issue irre nof iusf simirlar but are almost idlentical to monev orders.

they cannot be cr,rnsidered teller's checks rrnd a readrng of the Act as suggested hy Delaware has no

Iegal basrs - u,hatsoer.er. 'I'he cri-Lrrent situation demonsrrates w:hy it rvas irnportant that Congress

pass dre Disposrtron of r\bamdoned MorLe,v O,rdlers ancl Trar.ellels Cl-recks Act., Delas,are is enjoying

an rLrnfarr rvindfall at dre expcnse of the rcst of drc counh).

NIo,neyGram's co,rnpetitors escheat these items to dre States of purcirase, and lv{inneso,ta

agrees v.rdr our conclusion md lras norv rermbLrrsed the correct Stztes For rtems wrong6:tr1y

esclreated to \4Lnnesota. This merno liom D,elinr,'are is' clear\' nothing rnore dran an attempt to slou-

dor.vn the necess;rrl reirnbursernent o[ t]he odrer States. and we encourage vou not to allorv Dellarware

to do so.

7'Eoactrnent of thrs legrslatrou wi,lll eclurhbli, rseoh.s a lorlst,lndux-q a]ad much lrtigated conflict...."; "As tlrcse amounts

ggow, it becomes more important to assurc &eil equitable distribuuot among the tarious States"; "ConfLcting chirns
end the efftct ofa recent Unrted Statcs Supremc (irurt i1eci:surn currentll, result urh :iung sucb at equrta,ble

dr-strib,ution." "ln ordel to resoh.e tl,le*e c<m0icts aod assure that each, State recerves its fair share of tlre proceeds of
rhese i,nstnrmenrs legisladon was inrroduced by., .."; "Thus,. the legrsllarron resolves exr-stitg arnd ptospeclve cooflictir:,g

cLaims bv assuring that ever!'Srate $,'L't:ere slrdun inrst urneflt was sold has the opponunit-v to escheat or ta.e custod['of
tl,e proceeds of that rnstmmeot. This rs fat better dr,aa:, conr.inuing to perrnit a relatively few State s to clarm, these sutrs

soltly bccausc thc scllcr ii domicJcd in drar Statc. ctcn tJrough [hc crluc tfirfls,ratiron took place tr anodrct Statc-"
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STATE OF DELAWARE 
DEPARTMENT OF FINANCE 
OFFICE OF' THE SECRETARY 

CARVEL STATE BUILDING 
820 N. FRENCH ST., 8TH FLR. 
WILMINGTON, DELAWARE 19801 
TELEPHONE: (302) 577 • 8979 

FAX: (302) 577 • 8982 

September 29, 2015 

Sent via E-Mail and US. Mail 

Mr. Brian Munley, Esq., CPA, CGAP 
Director, Bureau of Audits & Enforcement 
State Treasury 
P.O. Box 1837 
Harrisburg, PA 17105-183 7 

HASLET ARMORY 
122 WILLIAM PENN STREET 
DOVER, DELAWARE 19901 

TELEPHONE: (302) 744 • 1100 
FAX: (302) 739 • 1139 

RE: Claims to the State of Delaware Related to MoneyGram Payment Systems, Inc. 

Dear Brian Munley, Esq., CPA, CGAP, 

Your state is among a group of states that have contacted the State of Delaware, 
Department of Finance's Office of Unclaimed Property ("Delaware"), seeking payment of 
uncashed check funds previously reported to Delaware by the holder MoneyGram Payment 
Systems, Inc. ("MoneyGram"). It has been asserted that the uncashed check funds were 
"erroneously" reported to Delaware, and that certain of these funds are in fact due your state. 
Delaware takes these contentions very seriously, and we have been researching both the law and 
underlying facts regarding your claim since we started to receive supporting documentation from 
various states in April and from your contract auditor in late May of 2015. 

While it would have been our preference to share our findings and determinations with 
your state once our review and research was completed, some states have been adamant in their 
demands that Delaware immediately either satisfy their claims or provide the basis for rejection. 
Delaware will undertake neither action at this time, but by this letter, we are sharing our 
preliminary analysis of your contract auditor's basis for demand that Delaware immediately pay 
over the MoneyGram uncashed check funds. A substantial amount ofreview is still required on 
our part, but we believe the work we have completed to date casts serious doubt on the theory of 
liability proposed by your contract auditor. We encourage you to review the following analysis 
and materials with your Attorney General's Office or other legal counsel. 

In considering whether or not the uncashed MoneyGram checks are subject to reporting 
protocols of Public Law 93-495, codified at 12 U.S.C. § 2501 - 2503 (the "Federal Statute"), we 
considered it important to first review the statute's legislative history. Because the legislative 

i EXHIBIT 
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history was not provided by your contract auditor, we performed our own analysis. What we 
ultimately found was very significant. 

The law as ultimately enacted by Congress (and included in the Federal Statute) differed 
from the legislation that was initially proposed. On May 29, I 973, unclaimed money order and 
travelers check legislation was first introduced, in the form of S. 1895. That bill, a copy of 
which is attached as Exhibit 1, addressed sums "payable on a money order, traveler's check, or 
similar written instrument," but provided no exemption for "third party bank checks." S. 1895 
was referred to the Senate Committee on Banking and Urban Affairs (the "Senate Committee"), 
which sought views from various federal regulators on the proposed legislation. 

The findings of the Senate Committee were compiled in a report (S. Rep. No 93-505), 
which is attached as Exhibit 2. The report, at page 5, includes a written statement from Edward 
C. Schmults, General Counsel to the U.S. Department of the Treasury that reads: 

The Department has no objection to legislation clarifying the escheat law with regard to 
traveler's checks, money orders or similar instruments but we believe the language of the 
bill is broader than intended by the drafters. The introductory language of section 2 could 
be interpreted to cover third party payment bank checks since it refers to a "money order, 
traveler's check, or similar written instrument on which a ban or financial organization or 
business association is directly liable." It is recommended that this ambiguity be cured 
by defining these terms to exclude third party payment bank checks. 

The Senate Committee adopted the "technical suggestions" of Treasury, and included an 
exemption for "third party bank checks" in a revised bill, S. 2705, which is attached as Exhibit 3. 
The revised bill was ultimately incorporated in its totality into H.R. I 1221, which was in tum 
became the Federal Statute. 

As we understand it, the basis for your state's claim, as asserted by your contract auditor, 
is that" ... unless Official Checks are third party bank checks, there is no reasonable 
interpretation that would exclude Official Checks from being covered" by the federal statute, and 
because "Official Checks are very different from, and cannot be considered, third party bank 
checks" MoneyGram's checks are in fact subject to the federal statute. The conclusion that 
MoneyGram checks cannot be considered third party bank checks apparently rests on the 
premise that "third party bank checks" are legally synonymous with "third party checks." We 
believe this premise to be incorrect. 

Your state's contract auditor has provided a definition of"third party checks" ("a check 
endorsed by the payee to a new party who then becomes the holder of the check"), and we have 
no issue with that definition-with respect to third party checks. However, logic dictates that a 
"third party bank (payment) check" is something entirely different. As an initial matter, 
disregarding the word "bank" in "third party bank checks" ignores a fundamental rule of 
statutory construction: all words of a statute are to be taken into consideration, so that none are 
considered insignificant or superfluous. Congress could have exempted "third party checks" 
from the federal statute; however, it exempted third party bank checks, which were referenced in 
the legislative history as third party bank payment checks. 
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Additionally, third party checks operate differently. The payee of a check assigns 
(through signing-over, or "endorsing" the instrument) his or her rights of payment to another 
person. The records of the bank issuing the check do not reflect the assignment; the bank's 
records either reflect the original payee, or no payee. The bank only becomes aware of the third 
party assignment upon presentment and payment of the check, at which time the obligation is 
satisfied, and there is no longer a liability to "become" unclaimed, because a third party check 
properly presented for payment will be honored, and thus will not become unclaimed; the bank 
ultimately responsible for payment cannot deny payment on a third party check, where the third 
party to whom the check was endorsed is a holder in due course. [t is unclear under what 
scenario a bank would be aware that it was holding funds representing an "unclaimed third party 
check," because the third party endorsement would be entirely independent of the creation of the 
payment obligation, and not reflected in the records of the bank. 

We do not believe the General Counsel of the U.S. Treasury would have gone to the 
trouble of recommending to Congress that it modify legislation to take into account a non 
existent issue. To accept that "third party bank checks" are the equivalent of"third party 
checks" would result in a construction of the federal statute inconsistent with basic principles of 
statutory interpretation, because it would imply that Congress and the U.S. Treasury were 
ignorant of the meaning of the language that was employed. It would also overlook the fact that 
the U.S. Treasury supervises national banks and thrifts; that the agency routinely reviews and 
comments on proposed legislation from the standpoint of how new laws might impact banking 
operations; and that there was a very logical explanation as to why it would have recommended 
the exemption of "third party checks" from the federal statute. 

The Uniform Commercial Code (UCC), which has been adopted by your state and all 
other states participating in the MoneyGram audit, recognizes third party bank checks, i.e., a 
check that is issued by one bank, but drawn on the funds of a second, or "third party" bank. The 
UCC describes a "teller's check" as a check "drawn by a bank (i) on another bank, or (ii) payable 
at or through a bank." Regulation CC, enacted by the Federal Reserve, includes a similar 
definition. MoneyGram's unclaimed property reports filed with Delaware primarily consist of 
"teller's checks." The MoneyGram teller check specimen provided by your contract auditor to 
Delaware represents a check issued by a bank, but drawn on the funds of another (third party) 
bank. 

In a third party bank check scenario, information relative to the issuance of the check is 
bifurcated from the underlying check funds. In the case of an uncashed third party bank check, 
the details of where and by whom the check was purchased would be recorded by the issuing 
bank, but the. unclaimed funds would be maintained by a different bank. In order to compile a 
report of unclaimed property under the revised federal reporting protocols, it would be necessary 
for the two banks to exchange information and collaborate on the compilation of the report. 

In contrast, a cashier's check represents a far more straightforward proposition, because 
the funds are drawn on the account of the bank issuing the check. Note that in 1973, at the time 
the federal statute was being drafted, the availability and utilization of information technology 
systems in the clearing of checks would have been minimal, and there would be limited ability to 
store and retrieve data electronically. Treasury could have, and likely did determine that 
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mandating this information exchange would be overly burdensome on national banks and thrifts, 
and thus the treatment of unclaimed third party bank checks should remain subject to the federal 
common law. While information technology has changed tremendously in the last 40 years, 
Congress enacted legislation based on the capacities of the banking system that were in place at 
the time, not what they might become in the future. 

While the issue of what constitutes a "third party bank check" is a very important one, it 
is not the only issue that arises in the context of your state's claim. As noted above, Delaware 
will continue to examine both the factual and legal aspects of this matter. The work yet to be 
performed is extensive, and we cannot at this time provide a date by which a final determination 
will be reached. We hope that given the sums involved, your state will appreciate the need for 
Delaware to be thorough in its review, and to perform the work itself. 

We sincerely hope that the materials provided herein are useful, and demonstrate that this 
matter is not as cut-and-dried as your state's contract auditor has suggested. Going forward, 
Delaware would like to share additional findings and discuss the issues that arise; however, it 
would be difficult for our state to engage in active dialogues with some 20 other states. We 
respectfully suggest that your state confer with other states participating in the MoneyGram 
audit, and appoint a "lead state" to interact with Delaware. Because the resolution of this matter 
will be optimally achieved "state-to-state," we believe there will be efficiency in this approach. 
Further, while Delaware has no preference as to which state is selected as a liaison, we need to 
emphasize that the liaison must be another state, and not your contract auditor. We are cognizant 
of our duty to respond to the asserted claims, but Delaware is under no obligation to interact with 
a non-party. 

Please be assured: this matter is important to the State of Delaware. We will continue to 
devote resources to addressing MoneyGram's unclaimed property reporting and the claim filed 
by your state. We would appreciate your patience while we research the various issues, and we 
will provide you with periodic updates as we uncover additional information. 

JtJJ2~ 
David M. Gregor u a 
State Escheator · 

Enclosures (3 Exhibits) 

cc: Michelle Whitaker, Assistant Director of Unclaimed Property and Audit Manager 
Caroline Lee Cross, Deputy Attorney General 
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93n CON"GRESS 
lsTSESSIO::-r S.1895 

IN THE SENATE OF THE UNITED STATES 
::\fay 29,1973 

Mr. SGO'rt of Pennsylvania (for himself, Mr. Ctu:-s·ro~, nr.d ~fr. Towsn) (by 
requese) introdi1cecl the following bill; which was rend twice and referred 
to the Committee on Banking. Housing sud Urban Affairs 

A nn.r, 
( '110 regulate which State may escheat or take custody of certain 

intangible abandoned property. 

Whereas the books and records of banking and financial orga 
nizations and business associations engaged in issuing and 
selling money orders and travelers checks do not, as a mat 
ter of business practice, show the Iii.st known addresses of 
purchasers of such instruments, and 

Whereas it has been determined. that a substantial majority of 
such purchasers reside in the States where such instruments 
are issued or sold, and 

Wherea.s the States wherein the purchasers of money orders and 
travelers checks reside should, as a. matter of equity among 
the several States, be entitled to the proceeds of such instru 
ments in the event of abandonment, and 
II 
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'Whereas it is a burden on interstate commerce that the pro 
ceeds of such instruments are not being distributed to the 
States entitled thereto, and 

Whereas the cost of maintaining and retrieving- addresses of 
purchasers of money orders and travelers checks is an addi 
tional burden on interstate commerce since it has uceu 
determined that most purchasers reside in the State of pur 
chase of such instruments : Now, therefore 

1 Be it enacted by the Senate and House of Represenui- 

2 tives of the United States of America in Congress assembled, 

3 SECTION 1. DEFINITIONS. 

4 (a) "Banking organization" means any bank, trust 

5 company, savings bank, safe deposit company, or n. private 

6 banker engaged in business in the United States. 

7 (b) "Business association" means any corporation 

8 ( other than a public corporation') , joint stock company, busi- 

9 ness trust, partnership, or a.ny association for business pur- 

10 poses of two.or more individuals. 

11 ( c) "Financial organization" means any savings and 

12 loan association, building and loan association, credit union, 

13 or investment company, engaged in business in the United 

14 States. 

15 SEC. 2. STATE ENTITLED TO ESCHEA.T OR TAKE CUS· 

16 TODY. 

11 Where any sum is payable on a money order, traveler's 

18 check, or simiiaf \'VYitten-h1m11:ment--on which a, banking or 
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1 financial organization or a business association is directly 

2 Hable, and 

3 

4 

5 

6 

7 

s· 
9 

10 

11 

: 12 

13 

14 

15 

16 

+7 

18 

19 

20 

21 

22 

23 

2+ 

{a) where the books and records of 'suoh banking 

or financial organization or business association show the 

State of origin of the transaction wherein such money 

order, traveler's check, or similar written instrument was 

issued, such State of origin of the transaction shall be 

entitled exclusively to escheat or take custody of the 

sum payable on such instrument, to the extent of tha,t 

State's power under its own laws to escheat or take cus 

tody of such sum; or 

(b) where the books and records of such hanking 

or financial organization or business association do not 

show the State of origin of the transaction wherein such 

money order, travelers check, or similar written instru 

ment was issued, the State in which the banking or finan 

cial organization or business association is organized or 

incorporated or, in the case .of- a.~nationo.J banking asso 

ciation or other entity organized under Federal law, the 

State of its principal place of business, shall he entitled 

to escheat or take custody of the sum payable on such 

money order, travelers check, or similar written instru 

ment, to the extent of that State's 1)ower under its own 

laws to escheat or take custody of such sum, until an- 
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7 

8 

9 

10 

11 

I 12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

other State shall demonstrate by written evidence thut 

it is the State of origin of such transaction; or 

( c) where the books and records of such b1rnkino· 
i:, 

or financial organization or business association show 

the State of origin of the transaction wherein such money 

order, travelers check, or similar written instrument was 

issued and the laws of the State of origin of the trans 

action do not provide for the escheat or custodial taking 

of the sum payable on such instrument, the State in 

which the banking or financial organization or business 

association is organized or incorporated or, in the case of 

a national banking association or other entity organized 

under Federal law, the State of its principal place of 

business, shall be entitled to escheat or take custody of 

the sum payable on such money order, travelers check, 

or similar written instrument, to the extent of that State's 

power under its own laws to escheat or take custody of 

such sum, subject to the right of the State of origin of 

the transaction to recover such sum from the State of 

organization, incorporation, or principal place of business 

if and when the law of the State of origin of the trans 

action makes provision for esoheat or custodial taking of 

such stun. 

I 
I 
I 

I 
I 

I 

I 
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1 SEC. 3. EFFECTIVE DATE. 

2 This Act shall fake effect on ----- and shall be 

3 applicable to sums payable on money orders, travelers 

4 checks, and similar written instruments deemed abandoned 

5 on or after February 1, 1965. 
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!);Jn CoNGREss } 
1st Ses8W'JI, 

SENATE 
Calendar No. 481 

{ REl'OR'r 
No. 93-505 

DISPOSITION OF ABANDO:KED MOXEY ORDRRS AXD 
TRAVELER'S CHECKS 

Non::wiu 15, 1973.--0rdered to lie prlnted 

Mr. Rol.lERT C. B'rnn (£or }fr. SP,\RJ0£.1rn-}, from the Committee on 
Banking, Housing and Urban Affairs, submitted the following 

REPORT 
r.ro nccompany s. 2705) 

Tl.1t1 Committee on B11nJrh1f$, Housing nnd_ l}l'b11n _Afft!!rs,_hin·itlg 
col\l¥~Crcd the Sl~~1e, i.:eports favorably an original lull (.S. 2, Qf>}, to 
provido for the dispositiou of uhundoned money orders and kn veler's 
checks. 

PURPOSE OF THE LEGIBLATIOX 

S. 2'i~5 is designed to assure a more equitable distribution nmong 
the vanous States of tho proceeds o! abandoned money orders, 
tiu velers checks Qr other similar written instruments on w h id1 a bank 
ing-orguruzution, other .finnnninl in•m:.itut.ion;-or otluw business org:mL~ 
zation, is directlv liable through its huvit,g sold said inatrumenr, T<~1L 
nctruent of this legislation will cquitnb1:v icsolve 11 Iongstunding and 
much. litigated conflict between the ruri!>US Sttlltl~ ns to wl.i,·h S.lllt(' 
1:-; eut1tlc~l t_o the_pi-ocee~'i of tho subJe~~ m~t1:11~wnts. 
Tl1er~ is m this .C'o_uHtry an annual increase m tll<' uso nf travelers 

c:l~e~ks _and monay _or~er11- to fndl_iJn.t<> vm-ious tinn.nrial h-:1Jl!-J:1l'tio11s. 
\\ Iulo ~Ju, vns_t n'lllJOt1ty of tJ\c,!;C rnstr11mt>nf;; nn· J>rmnptly pre.'icnt<.;-d 
uncl p:ud, tbGre 1t1·0 1dwuy!'I n ·c:1swfai11 nm11be1· l'>f t.hc.111 1i'l1id1 ur<· 111•1·H 
pr11se11ted f<?l'. l).n~tncnt.1'lm f1_11ubi <!m~ ft-()111 tJ1'; i;e,IJP;t' on tlliis,• i11st 1·11• 
mcnts 1·enuun in 1b1.hunds u11t.il the 1ur1tn11ncut 1.s ult11111tttfy 1m:s1:11hi1.l 
(nr_p1ty111~11t, or until t!le pn$fing1• of II pl•i'io<I of tin1!' wf1i,·li. m_,d..i· 
1·nr1(1tL'> l::itnte Ia-ws, i~ s11flkh!11t, to ~equit'H th:11' thesf' fnilds: b1' t111·1wd 
<>l'<'I,' tQ tlll'.St41fogoverniucnt. 1J111·s1umt to Bti.tt·l• stat11h1; 
Bmct• th1~ro is 1in n1111111tl ifi.1:n•11sc~ in -l'he sale. of m01w,· 01•flpr,- u11d. 

h-nrel~.t•s <:!rnt:ki, it. follows th1tt (!tich ;wal', tll~· 11111!'.>tllll ol' t111d:1in_1ud 
funllS 1•1mt111ucs fo grow. As. flws.6 1imot11tt:( gl"OI\\ it h(>1)Ql)U•~ IIIOl'f> llil 
pn,-rrnft. t.o 11 ~sttte t Jii,i r oq uit1tbh• d i,;trilm tiun \u1 w11g fltl' va1oi.011s St.nt~s. 

00 -01() 
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( 'oufticring claims and the t:lfod of 1l l'en111l Tnited Stutes Sllpl'time 
<_'0111·1 ile<•h1ion currently 1·es11lt in in~tiJliti_iJg:.uch nu equitable gist.l'ilm 
tion, Ju ordoi- to 1·es11lvc lh1iH1\ eontliets and assure thut, euch i;tat,c r~ 
edw its fuil' s]1,u·c of U1e proceeds of tl11!fl1 Instruments, Iegislutio» 
( S. J S~lt,) was mt rod uecd li:r Se,rn tors S,·ol I. Cranston, and ToWPl' on 
i\fo.1• :?!>, 107a. Iu repol'lin,.,. fo the Oommit!l•t• on this lrgi"sl,.1tion, Chnir 
mun B1t1'1lS of the Fed1\.rnYR!'!iP.l'Ve Bo111·d 1•.l1•nrlv s11n1rnal'izt>.d tho CUl' 
l'(')lt- situation 1u_1<l condu(~ccl thnt U10 leJfiSl!lti911 'is desirable. 'l.~ui"Co),,- 
1111t h·-.. nlso received o repnl't from the l'roasury Department m winch 
it 1·~1·o!nlilcrnle<I ce1:tni-11 d11rifyi.11g.11!11cnqm(!nts, 
. ( ha~t•mtm Burns'Ietter Rncl the 'I ronsury I>r.pnrl 111(.'nt'i:; lettl'l' lo the 
Committee appear below: 

CHArn11ux OF THE Boann uP Govsnxons, 
FtmF.nAL REst:m·E Sxs1'Ellr,. 

lVq$Mngto11, [J.C.,Nm.•e,n,berl,i97'J.- 
Hon .. ,To11:,.; SPAIIK'.:\r,\s, 
Ol1ai'rma1i.,_ C01rt111Li.tt,Ie on 1Ja11ki·nu, [lo,u1h1.q mul (J1•ba->i Affai,'11, 

[',,S'. Senate, lf a111iim.gton, 1),0. • 
f>£AR Un. Cn.umu.x: l nm wi:iting in response to youl' requrst; 

for n 1·eport 011 S. 18!'15, 11 bill to r1ig-11luk whkh Stnte uiay t1811h •nt 01" 
tnk~ c1;1stody of ct.frh~in jnf.angihJ~ nbl\llclon~d pJ·op~rty. ·1•h~ Bon.rd 
recogmzcs. thnt, t,lie b1 II 1s dua1gnet,I to resolve " loug .stand mg, and 
ni11('h lit}gttted, qu~stion 1JS to whicl) $tat~ {111nong .ati\·eml h.nYing <:Oil· 
trncts w,t.h a. p1ut1<i11J1i.1• 1hm.1 of nbnncloiieil 11ro118rt.y, such •~ money 
ol'ders, t.i'o.veJers' checks, nndsimilur iJiiltruments for tJte transmission 
of niouey) has th~ supel'ior rjght .to esd1ent proceed1:1 from such r>rop 
~rty by me~ns ~f tts nbnl\do_ned property .(?1·.eschcat laws. Tue pmhlem 
h.ns. J:>e.~ l11gh11gh.te~ .by two recent ~ec1s1ons of the U;S. ~~l?r.t>me 
Court- m Texas\'. New Je1'B8Y, .370 U.S. 674, 85 $. Qt ~26 {lOli.>} 1tn<l 
Pc111n-',1/l mmia v. New. Y 01-ki 407 U.S. 2<JG, 02 S. Ct. ·2075 ( l 972), U.S. 
•iel1. de-1i •JOO U.S. 807, 1)3 S, Ct~ ~1 (1072). • . . 
I.1) th~ former case, the Court .was pr<-'sentea ~1th tl1~ question of 

wh1\h _of severnl .Stat~s wns .entitled ~ esohea.t,,mhtng1ble 1.1roperty 
col.1s1stmg of debts owed by the Sun Oil Co. and left unclaimed by 
credito_1'$. In ~caching its. decision, the Court re~i:;oned that: .. · 

. :•, .• smce 11 debt 1s pl'operty ~f the cred.itort not o:f the debtor, 
£1ume~s 11111tmg t.ho St.ntes reqn1l'es tJ,at the right e.nd power tQ 
esi:hent. the debt, shoiild be 11cco1·ded t.o the Suite of tbe creditor's 
lust known ·~~drl'SS ns $}1._0\Y)l by the debtor's books and records . 
. . . .Adoption of sncl.1 a rule in\tolvcs u. factual issue simple and 
E•n~y to l'eso)ve, _nml Jen~•~s Jto legal issue~ be de.cided •. '. : The 
1:ulE! ... w1B tend t<i d1str1lmte. ~chefl.ts among the States m tbe 
proportion of the commercin,l nr.tivitit's of their residents . .And by 
nsi.llr" R- stiuidn,rd of_ Inst kriow,, nd~~ •. 1•at!1e_r tluifl foclu1ical 
lc~11 ~oncopts of residence and dom~c1le,. admimstmtion and ilp·· 

.l
>lwntton of csc~1e11t laws should ~e sm1p]1.fie?· ••.. We !her~f,orc 
10ld thnt euch 1t.0111 of property in qucstlon m tlus case ts subJect 
to <1~1•hent only J,y t.he State oi the last known nddl'ess of the 
('l'c<lltor. ilS shown by the dehtol''s books t\Jld rec.orda." Id., nt 680 
OS2 (fnvf.110te:;ornittcd). 

The C'omt hc1ld f1n-the.t· that if there is no record of a. lasb known 
address, or if the record indicates n. State docs nrlt provide for escheat 

8.R. ~05 
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of intaugil,Io!i, then the St11te of the debtor's corporute domicile OIIQ' 
take custody of the property "until some other State comes forward 
with proof that it bus a superior right to eseheut," Id., at 682 . 
. In the Iatter case, the Stat« of l~t-.unsyl vnnia sougl.~t to eschent a por 
t191i of the proceeds from unclaimed. Western Unum money orders 
whicb had been pnrchUSt.'<l in Pennsylvunia. The Cr,,n•t ueknowlerlged 
that iii this type or·transiwti()I) "· .. Westl!m Union dues not regu 
ludy record the addresses of its moue_y order creditors r and that] it is 
likely that tlle corporat(l domicile will receive a much fuq,,rer share of 
tlin unclaimed fmuls hero thnn in the case of other obligations, Iike 
bills for_ services rendered, where ~•1cb records nre..kept as o mntt('r of 
business proct1ce." / d., at 214. N evertheless, the Court affirmed. the .rule 
enu1iduted iJJ Tea,«IJ v._ N aw J e.rsey and, nccordi.ngly., awarded the P!'.O· 
cm11ls of the unclnimed money orders to the Stute .iu which \Yestem 
Union bn<l its corpotil tc (lu111icill'- -Ne\\' York. 
This decision ,rhi\n npplied to similur trausnctious involving' 11H>1tey 

orders or trnwh•1'.S' eherka \\·he-re the addressas of ereditors are not 
nsunllv l'ecol'<foc.l will 1·<>st1lt ill n clistributio11 of funds bused sol~l3· 
ti)lOn t)l~ lo~llt.io!J of II debtor'a. cor-po~11te domicile, To correct, this o.b 
\110.us. mequ1t-,v7 title! Board concul's with tlie i>Ul'pose of the pl'qposed 
l1?g1shitio!I- Th" l,i.11 focuses not upon tlui State of the Inst kno,,·n ud 
ch't'SS of the Cl'e<\itor, b!1t npon t,lte St.at.6 whenl tl1e debtor-c1:~ilitol' 
relat.imiship wns rstnblished-thc place of purdntSt' of tht' iustrilmt-nt 
( \,·hieh in. ttiOlil, C'ns_es will be the 1'4'.sidence of the Cl'edito~). 1'he clis• 
scnti1ig opinion of Mr .. J ustke Powell, ,J l'.. hi the P1mmr1iliu111ict Y •. Niw 
rork c{lse ( joinecl by Mr. ,Justice :Bl!lckmun_ utld .l\{ 1·.' .r usth:e Rdm 
quist) took a simil1il' 1,ositim1 and concluded that: 

''[tlhis mo,lilk11l1011 is l'"'•ri:l'11lifo, /ir~l, Lmt·1rns1: it prN-;ern's 
tho equitnblc foimdntion of tlic Ternr1a ,·. A'r1t1 ,fet8e"y rule. Thi• 
Sta.m of 1.hn 1·oi•pm·11t,i- dc-htor's clornici_lc~ is dt>.nfoc{ il 'winclfall': tl1e. 
fund is divided in n pl·opo1-tio11 ap(;l'U;,,;imating th~ ro)11111e of 
t11\~s11ctiotia 0¢<·\1rl'in~ in en.ch Stnte; 1u1d the inteirrilsy M t!1e 
uotlon thn.t thi'sn ilUIOUllts l'l!p1·e1«111t as,;cts of dm indivictwll pui:.• 
chni;e~'S or·recii,icl!ts of money orders is 1~111 int11it~c:>cl. S1•ronct15:.\ th1• 
relevant. mfonuntmn ,,·oulcl ni, ,w)1·e ('ll!{i!v Qbtnmnhlc•, ... - ·/r.7,,, 
at 220. · 

The: ~onrcl lielie\'es,_ ho,~•ev~r, thnt the proposed bill in its tm:se~,t 
form will not nccQmphsh JlS 111trmdetl pnrpofit'. Tb<': lnut,.l'illl:te t}Sc<\ m 
se~. 2(a) 1 {h), 111HI ( c) of S. 1805 r~iers to th.r Stat_c where, such mstriL• 
nye.nt.s wt•1·e iss,1~cl''. At le,t!lt with re.<1pect t() tr:n·elnrs' d1t'(·ks, thr; <li~ 
hncti.on betwe<m th<>ir is.'-unncct nnd theiJ· p1111•h11Ft; 01· l"n I,• i!< n1nt·t• t't•id 
thRn app1tr<'11t. l\foi;t: (•0111merc-inl hnnks th1·0110-hont tlw countn· ·do not 
!"Rll.e tfa,·elet'fl~ du>1•ks_; iustend. till' h'till !,1•u \'~h~~, c·hl•t·ks in tlw:1• ,;:lfllll'· 
1ty ns ngent fol' an i"suiug comp11.11J·. (A.n cxcl'f)tion to this is the 
Republic ~n.timhtl Himk of D11 llus, 1.iu llm;, 'rt>xas. wh id1 issues its uWll 
trnvPle~• chf.'<:ks_;_ but. thii, l,usim•i;s nc•·ounts for 011ly l JWI' C«-nt of tli11 
total sales of such instrn111cn1s iu the linitt·tl Rcntt>s.) On tlu! other 
ban<l. t)tel'e lll'l! fivt, ot't-'lini1.1ttion." 8llf)JJh·in;! (is.~11i11;.t) most or thP. c)Hf• 
~nt of the tr11wlt>1~· d1r1'k in<lnstrv "·liic>h htt!t totl:ir. 11111111111 t"nitticl 
• tat<'~ snles of apprm:imllt£•l_\' $11 °'1illio11. 1'11~ l;1ri1•~1 Ol'/!tlni;,;tl_tion. 
Am~m:-nn Rxpress. nc-coimtii for ahnut.1 wo-f hinls of ilu• in,lu:::tr.r tot:ll: 
two. uonbunkt11J.! sohi,irlinl'il's of lnr:rc• linnl, hold iu:r c·n111pa11icl{ Mc-.li 
rontl'OJ nhno:11' HI 1wr 1•1•nt of th11t totnl: nll(l twn othPi' lirmR l':11':lt h:1\•p 

R.R. non 
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npproximat,~ly 1 pr.r cent thereof, Cl~arly, an- 01·ganizrLtion that issues 
~w•h instruments will ~ot us~ally be the: or~n.nlzat~q_n th.n~ sells such 
m~t1111nrnt3 to t.11e. public. 'l'J1rn f1wt. emph11s1i1is agn!n thP unportnnce 
of the pluce whe;re. the instr11mel\l..i~ ultimntcli: purc~nsccl in order !o 
dcl1•1·111111_(! thn 1mg1n:.of the rransnctaon. Ac~ol'dingly,·m orderto avoid 
n.n~· possible uu1b1gn_1t~• t)u~ Bon.rel sµ~g<'.s!:s ~.h,tt. tho 11w1·01.m1.~tc pu1:• 
uons of:,;~(',~ of tlw hill hr. nmcndt.'tl h,\' l~hmmntmg the word "l~Suel~ 1 

nut! !'.1tl1~ti1,ntmg th!?; word "pt1].'((hnRed,, •. Hy 8\ICh n change, the bill will 
mort• eJlc~t-Jvely achieve-irs st~kd t1:urposc. . . • 
In. mh!Jt1011, t_l1e Bon.r~l woukl like to \lX(lre)'.'> tts views cmwu1·11111g. 

port ions of sec, 2 ( L) on(l (c) which, i11 t>ai't; state: 
·'. • . where the books and re!-!or_ds of such banking 01· fmnucit~l 

orgunizntion or business n~!J.Cci~ti5'>n do uot•$bow :the -State or 
q1·igi:n of t}1<! t1·all$u~tion · wherein such n,on.ey order, travelers 
check, or simila r written instrument, wn.sjssued, tli.e Sto.:te -ht w/1 ir.h 
tl1e b,~11ld11g °,1' fi,n.a-Mial 01'lf.a,nf.eatio-;,· qr- bus-hie,:s assoi.•lntioil _;,, 
01'{/~mzpd,o,· -~'1,l.OOl"J>O?'.t_1:t(1~l (thtllqf:l'\)I)}llt~d), or, 1!\ the cn~e of.ll 
llllt.1onnl hnnkmg nsi;or-1JlfJon~or ~ther (\nt.it;y 01·gn~111.(1d t~ll{l~r Tfed 
c-l'~l 11,w. tlie f3tn.t~ "O[ its-7,,,-ii1ctpa/, ~lfl~~ of b1mne¥1:1 {1tt~l.1c sup 
pltt>tl) 1.l1nll he ent1tlc!Cl t.oesc.h<!tlt. ..•. · 

As S{ic. 2(b) nnd ( 3) n.r£1 imisently drnfted, two dift'Rr~11t te$ts .are prn 
posed t<> !J.e c1J1111o)'l!d t(} .clrto:cmirw wl1icl1 State i$. ,wtit}ecl tQ- ~s~het>,t 
if fl1c ~nn_~1.ng oi: ~li~lii!<;hd o~gu.ii~ittl9li oi· btisi_1,1css ~1,-sodotio,n 1,ns 
be.en o,·g1uuzed ot· tn.CQl'l!_,.>t·u-te~ ul\der St_u~e fa,v, t)l~t S~te l_s ·t.lte 
plac!?; -on t.he other h~nd, if it is n n~tiom1.l bnn.king association 01• nn 
ont~ty'oi-gu-nizccl 1ii1dedf1~d,eriil lu,,·1 ~11e Stnte o:Hts principal plnce o_f 
husu1css IS t,hc !>lace. r110. Il!Jllt'd ~J1e.v1?S f,hnt .rP,gnt;d_le.<;s of- wl1ere or 
un<ler wh~Vjhri~diction .11 .btuikiil~. ifr 'fuiai1chil .i'>.rgu.~uzntion or bhl?i 
n~ nssomat_1on is_ orgun1.~ud th(} te1-;_t •. ~1ould he 1(_font1cd1 Jllun~ly, tJ1e 
Stam ol hs pi:~n<:i)?iif i>ln~e of b1tsh!ess. Ill its pre.,;e1~t- lan_gm1.~e, t_he 
StMe 0£ -<>J'.gun1z~tip11 01; mcotponition. <n :such bn;n1o"Qg 01· fi.11nu.cin._l 
orga.nizo.t.ion M husiirnss ni,.~ricfotj()"11 wort}d be det_e1;rninnt.ive tind this 
pln.c{'. would often hn\,~ ho _connection wlu1tsoevei' with th~ Stnte of 
o,rigin <_>f the .tx-1\n~ctjon._ fo fllet, emJ)}<>ymetlt of _ti~~ pl·oposcd t~t 
would r-:sult .in. n wiudfoll for a. few 8-wtes. in "•hicl1. the la:ws-foi 
co1·potate orgimi~nti.on tire· triost attl'~etiv~. l-Ioweve1;, ,inifprm ,npp_H 
ct~t,lim o-f t.he "prmc1pnl pl_uc~ <,?f_ b!)8.~Jl~~n te!l~ ,yQu~d prevent_ such 11 
windfall tiltd would u.ssm·e n more eqtutnbfo 1list_rdmtJon of 1~bnndo1l,<!d 
pl·oc~o~l~ of s~cb ins(t~P,1~I1ts ni:n<:mg the:se,·~:ru1 Sttt:tes having~ cl9:<ier 
co1mectsl()u wtth. tlm ongm of the trnnsnnt1011. Tlrn :Bonrd would hi? 
liqppy to .prQvi<l~ nn np1n·op1•iat~ro.mendmcn.t in UCGordn11ce with om· 
recommendntious. 

Sincerely yours, 
(S) A1·thur F. Burns. 

ARTITrn F. Bunxs. 

s.n. rm:-, 
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1m GENERAL Oouxssr, or THE '!'REAsURY, 
1V ashington, 1),0., November 1, tors. 

Hon. Jonx S1•AnKllIAN, 
Ch.ai:n11,<Ut).. O<J'11_i1n~!'/.(1e. on -!3<t?tki:rtg, /loU8ing (Wd Ur·ban .tilfu.h>s, 

U.S. Senate, 11 ashmgt.ou., n.o. 
IJEAR Mn. Cu,uR~ux: Reference is mude lo _your niqmisl lur the 

views of this l),.,pnrhnP.rit on S. 1805 WJ'o 1·1:J.{illnl'~ \vhid, Stnr« m:ly 
ese_hcn_ t ())' t.itlrn. custo~y o_ ! ce1~fai?1_ inb1ogihl!! nhn~d01ic5I f)lJ)J)t'ltr:)' 
The proposed lcgi:ilntion. 1s intended to cbn·rfy 11-nr uuikc morn 

equit,nlJlc.t~c rt.tics gov_erning the disposition among thcs(r\•i.:.•l'1tl iit~tN1 
of t,l1e proceeds of abandoned travelel"s ·cl)eck11, money orders und sun- 
ilar ins~i·omcuts fQt' trnnsrnission of money. . . 
The Supreme Court of the United States, in Teoa« v. Vniteil Staf<:11, 

370. U.S. 6'1'1! 1960) 11nd m. l'emrsylvanitr. v. New Yorli:: 4D'i us, 2!1G 
{1972), h_ old thµt. the_ state of lnst_ kn .own address is entitled to Cf'£l1cnt 
tho proceeds ofa money order, and if there-is no address, the stato of 
co1j,1ornl~ tlc:m,igUe of t.lic issu~r is entit.lc<l t,o C!lcl)el~f. ~he proceeds. r1tc 
bill \\'Ou.kl provide tJ1nt. wl1e-re·a..bank, financial oi:g1utizutio11, or husi 
ness n.aso~iatfon is dircctly· lfabfo on u. n10)1ey ortler, tm v~lt:1·'s •·l.1..~:0~~. 
or simi.111.r .instriunent, nnd, tl1e iccoi-ds of t.he i$S\dng agency sbo\\". tlic 
9U,lre in which tho instrument· wns issued, tlmt st.ate of od<YiJ1 of tltc. 
tr11ns11c:tion Dl!l-Y ~hent, pursµant t-0 it'~ la.WS; Ut~ J~J11on11t of U1ti11stru• 
mont .• Whero there 1s no record of the.state of or1gm, the state Ul w_lnd1 
tJ1c bnnk, finnncin.1 !)l'gnnizntion, oi- business associat.ion .is org!!x:iized 
m4y eschon.t tho p1-oceeds. Tho state in wJ1icg the issuer. i.s-01·gn1Hicd 
nmy nls9 e~chcat tl)e n111omit. of the instrument if the· sti,tte of origin 
does not hAve JQ.WS pr.oviding for escheo,t. The provisions.of tl1e bill 
would he o.pp1ic(lblo to' instruments deemed nbnn.donccl on 01• after 
Februllt'y 1, 18G5. 
The Depnr~cmt hns .. no o!>jP.<'tio11 tn. l1•~ii:ihitim1 rhrHfyh1~ the 
~h11nt. la"'.s w1U1 rt':'!lll'~l tQ trav<-ler's clmcks. m()rt<';v O!·dr.1_'5_01' SlniJfor 
~~tnuuents but we Lcbr.ve the lang1Ja.gc of the l>i_ll 1s bron.<l~1: thnn 
11t~ttded by U1~ drncftN'S. '.fhc introcluctoi·y l11u.,..-.unµe:o_f act.#'gn)3 ~-0Q,lcJ 
bemt~rpretP.rl, ti) c.over third party payment bank ~hMks.aince 1t t·e:fei:-,; 
t~ ~ "m.on~y Ol'dcr, tr:i.v~lcr~s chc~k, ~r similn): ,written ii:Wtf~11;1~~1t._o.1) 
~h1cl\ '!-- u1u1k ot· .finm1crnl orgo.111)1a.t10u or hn:m,e:,.':I nssoc.u1.t10n 1s th 
roc,tly l1ablc.'J It 1_s reconuucuded. thnJ tl1ia n111}.)iguity bo cigcd by cle· 
flmng tlu.'se t~1'1.liS to exclude third pu1ty 1ia.y1i1ei1t but\k checks. 
~ Thl'- po,pn.r!ment would :ht\.\'() liO ol!Wctiou. fo tho 011nc.tmcnt of 
S.189~ 1-f cln,l'lfied us sugges~. . . • _ . , , 
In vmw.of your 1·et1\1cst foi- thG expec1ltl/'m of thu; 1·~pm·t, 1.t·hns not 

bee11 possible to obtain the. custo1111ii;.Y cfo11r11nct, hy the OJllcP. of Mnn 
llg<!i1iel\t. 11ml ll.udgct. prior to its st1hrni1;J;i1)11. 

IS111ceroly you11:1> 
I~oW,\nl) a. Scu~n!l/1'1:l. 

. (h.niei·aZ f/ot11n1Jel. 

~.lt, iiO!'i 
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Tu iit:t.ing on thishi~ishtt-iou, the Committee adopted the technical 
suggHst.ions of the Federal .Rl1&•n·l1, Board us .w~ll a~ the Dellllrtnumt 
of T1·N1s11ry nnd others. 'I'he resulting Committee Bill eontaina all of 
tl11ii:-c technical correctlous and results in the establishment of u fair, 
d1\11r rul« to!' ,h,Lt•rminiiw which State is entitled to the proceeds of 
uhunduned travelers checks and money orders. The bill was reported 
without. ohjeetions. 

PRO\'ISIONl:l OF THE LF..OISLA'i'ION 

'.l'li~•· foglsfat,ion provides tlwt, }Vh_r.te lllt.}; suru,Js psyable 011. u 1no11ey 
ol'd\'_l', truvelers check, or other similur wntt'}l1 mstr.~uMn~ (o(,her t-~1111 
tt. llurcl pal't)'. bank Chl\~k). <m. wh_1ch a blf}tk.if).g or financial orgamza 
non or n business associution ts directly liable, and thu books anti rec 
ords of tJ111 9bHgo1· show t.h~ $tnk in whtd1 tliut instrument was pur 
chased, thnt Stnte shall be entitled exclusively to escheut or t11lw ens 
t.o<ly of tJ1~ sum puyuble OH thnt iust-1:u1111!nt, to the r,~M1t of thur 
State's powor so to do undet• its own lnws. 
I~ tliu obUgor's. booki; · ,wd tecordo 1fo not i.l1ow 1:ltc.1:,tu.td!l, w.hich 

thll mst1·umout w1lS pul'ch'1scd, then the $tnte where the ob11go1· hns 
its. pri)lcipnl place of busim:ss shn]I l>c entitled to cllcheut ui• fake cus 
tody ~f the~ sum J.>nyu.hlc on t.he. imitl'umcnt, to tho e:i.fout 9f thut: State's 
p.owcr nuder its own hlw so to do, u.ntil anotliei· State al111Jl dcJUon 
strnte by wi.·itt!!n 1,widmwc~ fJ1nt. it is t,hc Stntc of pui·chrise. 
If tho lu.w~ of tile State of pul'chnsc do not provi~c 'for tbe esch_cnt. 

!>r cus~dia,l t.11.kii~ of the _Slllll J?O.Y!lble ou such ~ttument, ~e .Sti,ite 
1!\ wluch the obhgor hns its pr11\c\po.l 1>1,1ce of-t>usmcss shull .lio c11° 
t1tlecl to escl1ent or tuke custQdy of the sum ,l'l.~yo.ble on S\!Ch mstrn 
li'ieut, to the extent o:ftlint Stnte's power under 1ts own ln.ws tQ e~l!i~nt 
01• t.n.ke custody of such sum, subject to tlie ri~h~ of th<>. St.l\t.e of _pui· 
~ho.se to A'ecover such .. sum f.rem the Stnt~.of prl1\.c1pn.l place ~f.b_u11mess. 
i:f and when the Jt1,w of the St~te of p,u•chase nmkP..s 1>ro111s1on fot· 
eschent 01' cus.tocliul tuki11g of such Sll~II. 
The Act is o.pplicab1e to sums poynble on .t,hll various in.strumc.11ts 

<leetn(\d abandoned pn or after Februn:ry 11 190G, except to such sums 
"'hich 1111.,·e uh'Cf!,dY l?een rmid to 11 $~11~~ prior to the datl". of ~inct!n~nt, 
Thus the lcg1sl11.tion rt>.aolves o.X1.8tmg and prospMttve conthctmg 

clMms by lllli?Urh1g that every $to.to ·whe1·e sucn tin instl'ument. wus 
sol<J l1us the opportunity to t!Sebent or l:nke custody of the pt't>ccwds 
o.f thnt iust.:r11m1mt. ';l,'h.i? i!> far bet.ter th!lll cont.i_nuing to pcrml! ~ rel1! 
l1Vl'\ly few Stn.tQS to cfoun these sums solely be<'nuse the seller JS don~t 
ciled in that State-, even though the e~the trnnsnc:tion took pince m 
uuother Stnte. 

CottDON RULE 
In U1~. opinion of llm C.o,mmittce, ~t is ner.easo.ry. to dispense ,,:ith 

the requ1te.ments of .snbsechon 4 of t~e rule ~IX of the $.t1.1ndi11g 
Hull's of the Sun11t.e m ord!'.'r to expedite the? busmess of t!H~ Scuotc m 
<:onnectfon with tliis rnpo1·t. 

0 

!!.R. (!Or, 
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930 CONGRESS 
2D SESSION' S.2705 

IN THE HOUSE OF REPRESENTATIVES 
:M:Ancii: 4, 1974 

Referred to the Committee on Banking and Currency 

AN ACT 
1£0 provide for the disposition of abandoned money orders and 

traveler's checks. 

1 Be it enacted by the Senate and House of Bepresenta- 

2 tives of the United States of America in Congress assembled, 

3 That 

4 

5 

6 

7 

8 

9 

10 

11 

FTh--OINGS 

SECTION 1. The Congress finds and declares that- 

( 1) the books and records of banking and finan 

cial organizations and business associations engaged in 

issuing and selling money orders and traveler's checks 

do not, as a matter of business practice, show the last 

known addresses of purchasers of such instruments; 

(2) a substantial majority of such purchasers re- 

I 
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1 side. in the States where such instruments are pu1·- 

2 chased; 

3 ( 3) the States wherein the purchasers of money 

4 orders and traveler's checks reside should, as a. matter 

5 of equity among the several States, be entitled to the 

6 proceeds of such instruments in the event of abandon, 

·7 ment; 

8 ( 4) it is a burden on interstate commerce that the 

9 proceeds of such instruments are not being distributed 

10 to the States entitled thereto; and 

11 ( 5) the cost of maintaining and retrieving ad- 

12 dresses of purchasers of money orders and traveler's 

13 checks is an additional burden on interstate commerce 

14 since it has been determined that most pm-chasers 

15 reside in the State of purchase of such instruments. 

16 DEFINlTIO:SS 

17 SEc. 2. As used in this Act- 

18 ( 1) "banking organization" means any bank, trust 

19 compa-ny, savings bank, safe deposit company, or a pd- 

20 vate banker engaged in business in the United States; 

21 ( 2) "business association" means any corporation 

22 ( other than a. public corporation}, joint stock company, 

23 business trust, partnership, or any association for busi- 

24: ncss purposes of two or more individuals; and 

25 ( 3} "financial organization:' means any savings 
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1. 

2, 

3 

4 

5 

and loan association, building and loan association, 

credit union, or investment company engaged in busi 

ness in the United States. 

STATE El\TlTLED TO ESCHEA.T OR ~ C"'C'STODY 

SEO. 3. Where any sum is payable on a money order, 

6 traveler's check, or other similar written instrument ( other 

7 than a third party bank check) on which a banking or finan- 

8 cial organization or a business association is directly liable- 

9 ( 1 ) if the books and records of such banking or 

10 financial organization or business association show the 

11 State in which such money order, traveler's check, or 

12 similar written instrument was purchased, that State. 

1~ shall be entitled exclusively to escheat <?f take custody of 

l! the sum payable on such instrument, to. the extent of that 

15 State's power under its own laws to escheat. or take cus- 

16 tody of such sum; 

fl ( 2) if the books and records of such banking or 

18 financial organization or business association do not 

19 show the State in which such money order, traveler's 

20 check, or similar written instrument was purchased, 

21 the State in which the banking or financial organization 

22 or business association has its principal place of busi- 

23 ness shall be entitled to escheat or take custody of the 

24 stun payable on such money order, traveler's check, or 

25 similar written instrument, tQ the extent -of that State's. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

?3 OP. 

power under its own laws to escheat or take custody 

of such sum, until another State shall demonstrate by 

written evidence that it is the State of purchase; or 

( 3) if the hooks and records of such banking or 

financial organization or business association show the 

State in which such money order, traveler's check, or 

similar written instrument was purchased and. the la~s 

of the State of purchase do not provide for the escheat 

or custodial taking of the sum payable on such instru 

ment, the State in which the banking or financial organi 

zation· or business association has its· principal place oi 

business shall be entitled to eseheat or take custody of 

the sum payable on such money order, traveler's check, 

or similar written . instrument, to the extent of that 

State's power under its own "laws to escheat or take 

custody of such sum, subject to the right of the State 

of purchase to recover such sum from the State of prin 

cipal place of business if and· when the law of the State 

of purchase makes provision for escheat or custodial 

taking of such sum. 

.APPLICABILITY 

SEC. 4. This Act shall be applicable to sums payable 

money orders, traveler's checks, and similar written 
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1 instruments deemed abandoned on or atter February 1, 

2 1965, except to the extent that such stuns have been paid 

3 over to a State prior to January 1, 1974. 

Passed the Senate February 28, 1974. 

.Attest: FRANCIS R. VALEO, 
Secretary. 

\ 
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YOU DON'T HAVE 
TO TAKE IT WITH YOU 

western urunn Telegraphic Money Order MU 
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EXHIBIT 

money by wire 
via western union 
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SEE NOTICE ON OTHER SIDE. 
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NOTICE 
THIS MONEY ORDER IS NOT PAYABLE 

TO BEARER. 

IF HOLDER JS UNKNOWN CONCLUSIVE EVIDENCE 
OF IDENTITY MUST BE FURNISHED .. 

.,,,,t. 
' 

.j 
ENDORSE HERE 

PROTECT YOUR TRAVEL FUNDS 
CARRY 

AMERICAN EXPRESS 
TRAVELERS CHEQUES 

WHEN REMITTING TO 
FOREIGN COUNTRIES USE 1: 
AMERICAN EXPRESS SERVICE '" 

., -- :;\ 

NOTICE- IF. THE MONEY ORDER 
DESCRIBED ON REVERSE HEREOF IS 
LOST OR DESTROYED, THE AMERICAN 
EXPRESS COMPANY WILL REFUND TO 
OWNER THE FACE VALUE THEREOF 
UPON PRESENTATION-'OF THIS RECEIPT 
AND EXECUTION OF THE COMPANY'$ 
AGREEMENT FOR REFUND. 

App. 619



. -~- ....,. ----- -~----·-. 

: ~ • -? 

I ... THE 
I : . · .. MONEY GRAM: 
I 
I !; 

l . 
I 
I 
I 
i 
I r 
i 

. ; ' •· ..• ~. . . - • • . • ..-1, • ' • . •••. :,•.· . • 

. TELEGRAPHIC 
MONEY ORDER. 

WU0000019 
App. 620



W -'L L -'C E l!IU S N E S S FO RM S IN C . 

WESTERN UNION 
TELEGRAPHIC 

MONEY ORDER 

THE FASTEST 
AND SAFEST 
WAY TO SEND 
OR RECEIVE 

MONEY 

CHCCK OFl""tCE DATE -'NO FILING TIME 

PD RIVERHEAD 51568 2P EDST 

SENDING o-.T ••• 

$ AMT 250 
$ CHG$ 4 

TOLLS 

TOTAL 256 40 
00 NOT WI/Tf AIOVf THIS LINE 

PAY AMOUNT: :Two bur\dred. a.nil ,i\i~ 100 DOLLARS$ ( '2.£o ) ~l ll L L ~~T •~u~· ,, , GCR£s• 
ro. -"'' ••• ~u~ri: ~ ~• •PLC AS~ T :-- :AN •• RS ORM•~• \A ~~ CA ,J PT .•,o > 
ADDRESS, \"1 _ 'eo __ -- _tee.:r, Iltwl 7◄

s,.,HET """o NU~B£R• l\ .•..•. I ~ 111_,_TY """"o S'"ATE, 

SENOER"S NAME, nU..IP'\\A-,~ ~\)\ J:C 

CAU 
tSHOV. CAU OR VIG 
AS APP~OPRIA ..• E• 

\ 

How to answer a cry for help. 
Fast. 

piaxE112--lill'.ll--rs;lTHISORDERMAYBECASHED8Y~YONETOWHOMTHEPAYEEISKNOWII .li)t-•-3FF - ~ :;.a 
1-2 
210 
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~ti' ~ HERBERT ai'Poin!olluwPATll> _ 
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THE CHASE: MANHATTAN BANK 
C:IOHTILE:M PlHt: 8TACllT 

NP:W YORK N Y 

THE WESTERN UIIION TELEGRAPH COMPANY 

-·· .JtL,~~ 

Choose between this or cash. 
It's good anywhere. With identification. 
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Money is a popular 
commodity. And we at West 
ern Union are happy to say 
that we're in a position to 
hand it out. Yours, however, 
not ours. 

This is not to say that 
we advocate either of us 
throwing it around loosely. 

Youmayhave,forexam 
ple, a salesman on Bleached 
Bones Mesa who gets caught 
short. Or who needs an 
advance. Or who's missed a 
pay check. Or one of your 
executives may be in Paris or 
Montevideo or Tokyo. And 
suddenly poor. 

What you do to help 
these people is this. Fill out 
the money order form you 
see on the opposite page. You 
can keep a stack of them 
in your office. Send it and the 
money to one of our offices 
near you. If you have a tieline 
or credit with us, you can 
arrange to send money any 
where without even leaving 
your office. Our receiving 
office either delivers the 
funds or notifies your people 
as soon as the money arrives. 
After they've identified 
themselves, they'll get the 
cash or a check, which 
any bank will cash upon 
identification. 

This is an old service. 
It was born in 1870. And has 
been going great ever since. 
Which certainly says some 
thing about money. I.LI LIi 

western union 
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Western Union isn't just a lot of fast talk: 

SPr,'0 ~O (7/68) 
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LAWS or NEw YO.1K, 1943

§ 3. Paragraph a of section 11.00 of chapter four hundred twenty- 111.00,
four of the laws of nineteen hundred forty-two, entitled "An act now
in relation to the financial affairs and managemnent of municipali- b3

ties, school districts and district corporations, constituting chapter
thirty-three-a of the consolidated laws," is hereby amended by
inserting a new subdivision, to be subdivision thirty-nine, to read
as follows:

39. Plans for post-war prdjects. The preparation of preliminary
plans and detailed plans and specifications for a capital improve-
ment which may be undertaken after the termination of the war,
including test borings or other extraordinary expenditures related
thereto, state aid for which shall have been approved by the
temporary state post-war public works planning commission pursu-
ant to law, three years.

§ 4. Section five-c of chapter twenty-nine of the laws of nine- 15-c.
teen hundred nine, entitled "An act relating to municipal cor-repealed.
porations, constituting chapter twenty-four of the consolidated
laws," as added by this act, is hereby repealed.

§ 5. Sections one and two of this act shall take effect immedi- E.fectivo
h| purt

ately. Sections three and four of this act shall take effect July July 1, 1044.

first, nineteen hundred forty-four.

CHAPTER 697
AN ACT in relation to escheatcd and abandoned property, constituting chapter

one of the consolidated laws

Became a law April 23, 1943, with the approval of the Governor. Passed,
three-fifths being present

The People of the State of New York, represented in Senate and Assembly,
do enaot as follows:

ABANDONED PROPERTY LAW Abandoned
Property

CHAPTER ONE OF THE CONSOLIDATED LAWS 1aw.

Article I. Short title; declaration of policy; definitions.
II. Escheat of real property.

III. Unclaimed property held or owing by banking
organizations.

IV. Unclaimed deposits and refunds for utility services.
VI. Unclaimed or unknown owner court funds.

VII. Unclaimed life insurance funds.
X. Unclaimed condemnation awards.

XII. Escheat of property paid or deposited in federal
courts.

XIII. Miscellaullos unclailned lproperty.
XIV. General provisions.
XV. Laws repealed ; constitutionality; effective (late.
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ARTICLE I

SHORT TITLE; DECLARATION OF PoucY; DEFINITIONS

Section 101. Short title.
102. Declaration of1 policy.
103. Definitions.

§ 101. Short title. 'This chapter slall be known and may be
cited as the "Abandoned Property Law."

§ 102. Declaration of policy. It is hereby declared to be the
policy of the state, while protecting the interest of the owners
thereof, to utilize eweheated lands and unclaimed property for the
benefit of all the people of the state, and this chapter shall be
liberally construed to a(.,.in plish seh purpose.

§ 103. Definitions. As used in this chapter
(a) "Abandoned property fund" means +he abandoned prop-

!rty fund established by section ninety-four of the state finance
law, as such section was added by a chapter of the laws of nine-
teen hundred forty-three, entitled "An act to amend the state
finance law, in relation to establishing an abandoned property
fund and providing for the transfer of certain moneys and prop-
erty to such fund, and to amend the surrogate's court act in rei.
tion to payments from such fund."

(b) "Abandoned property heretofore paid to the state" means.
unless a more limited meaning clearly appears from the context,
all money or other personal property collected or received by the
state comptroller or the department of taxation and finance pur-
suant to the provisions of

(i) section two hundred seventy-two of the surrogate's
court act;

(ii) subdivision two of section five, sections thirty-two, one
hundred twenty-seven, one hundred seventy, two hundred
fifty-seven and three hundred fourteen of the banking law;

(iii) section two hundred ninety-eight and subdivision three
of section five hundred forty-five of the insurance law;

(iv) subdivision four of section sixty-six-a and section one
hundred four-c of the public service law;

(v) section thirteen-c of the transportation corporations
law;

(vi) sections eighty-four, ninety and ninety-two of the state
finance law;

(x) and any earlier provision of law which embodies pro-
visions which are substantially the same as or equivalent to
those contained in such sections.

(c)' "Bankin.- organizations" means all banks, trust companies,
private bankers, savings banks, industrial banks, safe deposit com-
panies, savings and loan associations, credit unions and investment
companies organized under or subject to the provisions of the
banking law.'

I See subdivision 11 of section 2 of the banking law.

[ CHAP.1384
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(d) "Domestic life insurance corporation" means any author-
ized insurer corporation incorporated and organized mder any law
of this state having power to do either one or both kinds of insur-
ance business authorized in paragraphs one aud two of section
forty-six of the insurance law, as amended froni lime to time.

(e) "Utility services" means gas, electricity or steam supplied
by, telephone, telegraph or other service furnished by, or appliances,
equipment, installations, fixtures or appurteniances rented by a gas,
electric, gas and electric, district steam, telegraph, telephone or
telegraph and telephone corporation.

ARTICLE ir
ESCIIEAT OF REAL PROPERTY

Section 200. Escheated lands.
201. Action for recovery of property.
202. Publication of notice.
203. Unknown claimants as defendants.
204. Effect of judgment against unknown claimants.
205. Report by attorney-general.
206. Petition for release of escheated lands.
207. Proceedings on receipt of petition.
208. Conveyance to petitioner.
209. Effect of conveyance on rights of others.
210. Protest against conveyance; notice of hearing.
211. Lands held under written contract.
212. Eseheated lands subject to trusts and incumbrances.
213. Condemnation awards as interest in real property.

§ 200. Escheated lands. All lands the title of which shall fail
from a defect of heirs, shall revert, or eseliat, to the people. 2

§ 201. Action for recovery of property. Whenever the attorney-
general has good reason to believe that the title to, or right of
possession of, any real property has vested in the people of the
state by escheat, or by conviction or outlawry for treason as pro-
vided in section eight hundred nineteen of the code of criminal
procedure, he must commence an action of ejectment to recover
the property.8

§ 202. Publication of notice. The attorney-general must cause
a notice, specifying the names of the parties and the object of the
action, and containing a brief description of the property affected
thereby, to be published in the state bulletin, in a newspaper
published in the city of New York, and in a newspaper published
in each county in which any part of the property is situated,
at least once in each week, for twelve successive weeks, before
an issue of fact, joined in the action, is brought to trial; or where
judgment is rendered therein in favor of the plaintiff, otherwise
than upon the trial of an issue of fact, before final judgment is
rendered.'

2 See section 10 of Article 1 of the State Constitution.
3 See section 139-c of the public lands law.
4 See section 139-d of the public lands law.
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§ 203. Unknown claimants as defendants. If the property is not
occupied, and no person is known to the attorney-general as claim-
ing title thereto, the defendant or defendants may be designated
as "unknown claimianis," without any other description. When
the name becomes known an order must be made for inserting the
true name in the same manner and by the same proceedings as in
any other civil action.'

§ 204. Effect of judgment against unknown claimants. Where,
in an action of ejectment, to recover property alleged to be
escheated, brought as prescribed in section two hundred three,
final judgment in favor of the people is rendered against unknown
claimants, and the real property recovered thereby is afterwards
sold and conveyed, under the direction of the commissioners of
the land office, the judgment is conclusive upon the title of that
property, as against all persons, except those who commence an
action of ejectment for the recovery thereof, or of a part thereof,
within five years after the final judgment was rendered in the
action in favor of the people, and the judgment-roll was filed
thereupon. If a person who might maintain an action is at the
time the judgment-roll is filed within the age of twenty-one years,
or insane, or imprisoned under a criminal charge, or in execution
upon conviction of a criminal offense, for a term less than life,
the time of such liability is not a part of the time limited in this
section, for commencing such action, except that the time so limited
cannot be extended more than five years after the disability ceases,
or after the death of the person disabled."

§ 205. Report by attorney-general. The attorney-general shall
report to the commissioners of the land office all the real property
recovered by the people in any action brought pursuant to this
article and report annually to the legislature of such real prop-
erty recovered during the preceding calendar year.'

§ 206. Petition for release of escheated lands. 1. A petition for
the release to the petitioner of any interest in real property
eseheated to the state by reason of the failure of heirs or the
incapacity, for any reason except infancy or mental incompetency,
of any of the petitioner's alleged predecessors in interest to take
such property by devise or otherwise, or to convey the same or
by reason of the alienage of any person, who but for such alienage
would have succeeded to such interest, may be presented to the
board of commissioners of the laud office within forty years after
such escheat. Such petition may be presented:

a. By any person who would have succeeded to such interest
but for his alienage or the alienage of another person, or

b. By the surviving husband, widow, stepfather, stepmother or
adopted child of the persons whose interest has so escheated, or

c. By the purchaser at a judicial sale or sheriffs' sale on execu-
tion, or

5 See section 139-c of the public lands law.
6 See section 1:39-f of the public lands law.
7 See sji i(,n 139-g (f the public lands law.
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d. By an heir, devisee, assignee, grantee, immediate or remote,
or executor of any person, who but for his death, assignment or
grant could present such petition, or the alleged grantee of any
person or of any association or body, whether incorp~orated or not,
who or which would have succeeded by devise or otherwise to the
title of such person but for his alienage or a legal incapacity to
take or convey the property so escheated.

2. Such petition shall be verified by each petitioner in the same
manner as a pleading in a court of record may be verified, and shall
allege:

a. The name and residence of each person owning any interest
in such real property immediately prior to the escheat;

b. The name and residence of each petitioner and the circum-
stances which entitle him to present such petition;

c. The name and place of residence of every person who would
have succeeded to any such interest but for his alienage or the
alienage of another or any other rule of legal incapacity herein-
above mentioned affecting an attempted transfer of such interest
to such person or to or by any of his alleged predecessors in
interest;

d. The description and value, at the date of the verification of
the petition, of such real property conght to be released;

e. The description and value, at the date of the verification of
the petition, of all the property of every such owner, which shall
have eseheated to the people of the state by reason of failure of
heirs or aliena'ge and which shall not then have been released or
conveyed by the state;

f. The name and residence of each person having or claiming
an interest in such real property at the date of the verification of
the petition and the nature and value of such interest;

g. Any special facts or circumstances by reason of which it is
clo.imed that such interest should be released to the petitioner.

I'uch petition may be filed within sixty days after its verifica-
tion with the secretary of state, who shall present it to the board
at its next meeting thereafter, and who may call a meeting of the
board to consider the same.

§ 207. Proceedings on receipt of petition. The board shall
determine the truth of the allegations of the petition; the value
of the real property sought to be released; and the value of all the
property of every such owner which shall have eseheated to the
state, and shall not have been conveyed or released by the state,
and for that purpose the board may take testimony and proof,
either orally or by affidavits. Tt may, as a condition of hearing the
matter, require the petitioners to produce witnesses or advanee the
expense of producing them."

§ 208. Conveyance to petitioner. 1. The board may in its discre-
tion, if it deem it just to all persons interested, execute in the name
of the state, a conveyance ol such terms and conditions a s the

8 Sec ,ectinn 61 of the public lands law.
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board deems just, releasing to such petitioners the interest of the
state so acquired in such real property so sought to be released.

2. A conveyance so made to any such petitioner who is a parent,
child, surviving husband or wilow of any such owner of any
interest therein immediately prior to the escheat, or the heirs-at-
law of any such surviving Iisband or widow, or the alleged
grantee of any person or of any association or body, whether incor-
porated or not, who or which would have succeeded by devise or
otherwise to the title of such person but for a legal incapacity to
take or convey the properly so eschealcd shall be without con-
sideration, if the value, at the date of the petition, as determined
by the board of all property of any such owner eseheated to the
state and not conveyed or released by the state, shall not exceed
one hundred thousand dollars, and of the property sought to be
released shall not exceed ten thousand dollars. Where, however,
the value of the property sought to be released shall exceed the
sum of ten thousand dollars the board may release the same to
such petitioner upon the payment of the appraised value in excess
of ten thousand dollars.

3. The conveyance shall contain a brief recital of the determina-
tions required to be made by the board on the hearing of the peti-
tion, and of all the terms and conditions on which the conveyance
is made.

§ 209. Effect of conveyance on rights of others. No such con-
veyance shall impair or affect any right, title, interest or estate in
or to the lands thereby released, of any heir-at-law, devisee, grantee,
mortgagee or creditor of any person having an interest in the real
property released immediately prior to the escheat thereof, or of
any person having a lien or incun'brance thereon, through, under
or by any person having an interest therein immediately prior to
the escheat.10

§ 210. Protest against conveyance; notice of hearing. Any
person may file, at any time, with the secretary of state, a protest,
stating his name, residence and post-office address, against tie con-
veyance or release by the state of any interest of the people of
the state acquired by escheat, in any real property described in
such protest. The secretary of state shall present such protest
to the board at its next nieciinv thereafter, and the board shall,
if practicable cause a notice of its hearing of any petition for the
conveyance or release of any such real property, to be given to
each person filing such protest, in sch lanner -is will enable
such person to appear before them on such heiariu. Tt may, in its
discretion, cause like notice to be given to any other person, of the
hearing of any petition for the release by the state of any interest
of the people of the state in any real property acquired by escheat,
or may cause notice of such petition to be given generally by
publication in a newspaper published in tle county in which such
real property is situated.11

SSee section (12 of the public lands law.
in See section 63 of the public lands law.
11 Sec section 64 of the public lands law.
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§ 211. Lands held under written contract. Where lands have
been escheated to the state and the person last seized was a citizen
or capable of taking and holding real property the board shall
fulfill any contract niade by such person or by any person from
whom his title is derived, in respect to the sale of sn(h lands, so
far only as to convey the right and title to the state, pursuant
to such contract, without any covenants of warranty or otherwise,
and shall allow all payment which may have been made on such
contracts. If any part of such eseheated land has been occupied
under a verbal agreement for the purchase thereof, and the occu-
pants have made valuable improvements thereon, such agreement
shall be as valid and effectual as if it were in writing.'2

§ 212. Escheated lands subject to trusts and incumbrances.
Lands escheated to the state for defect of heirs shall be held sub-
ject to the same trusts and incumbrances to which they would
have been subject if they had deseended.' 3

§ 213. Condemnation awards as interest in real property. An
interest in real property esehcated to the state shall for the pur-
poses of this article, be deemed to include any and all awards here-
tofore or hereafter made in condemnation procedings against such
escheated lands and all the provisims of this article shall apply to
the release and assignment of such awards with the same force
and effect as to the release and envevanee of an interest in real
property.

1 4

ARTICLE III
UNCLAIMED PROPERTY IELD OR OWING By BANKING ORGANIZATIONS

Section300. Unclaimed property held or owing by banking
organizations.

301. Annual report of abandoned property.
302. Publication of list of abandoned property.
303. Payment of abandoned property.
304. Unclaimed property held by the superintendent of

banks after liquidation.
305. Payment of abandoned property after liquidation by

superintendent of banks.
§ 300. Unclaimed property held or owing by banking organiza-

tions. 1. The following unclaimed property held or owing by
banking organizations shall be deemed abandoned property,

(a) Any amounts due on deposits or any amounts to which a
shareholder of a savings and loan association or a credit union is
entitled to, held or owing by a banking organization, which shall
have remained unclaimed for fifteen years by the person or persons
appearing to be entitled thereto, including any interest or divi-
dends credited thereet, excepting

(i) any such amount which has been reduced or increased,
exclusive of dividend or interest payment, within fifteen
years, or

12 See section 6 of the public lands law.
is See section 68 of the public lands law.
14 See section 70 of the public lands law.

697] 1389

App. 640



LAws ot, NEw Yorie, 1943

(ii) any such amount which is represented by a passbook
not in the possession of the banking organization, which has
been presented for entry of dividend or interest credit within
fifteen years, or

(iii) any such amount with respect to which the banking
organization has on file written evidence received within fifteen
years that the person or persons appearing to ba entitled to
such amounts had knowledge thereof, or

(iv) any such anmount payable only at or by a branch
office located in a foreign country.15

(b) Any amounts held or owing by a banking organization for
the payment of a negotiable instrument or a certified check whether
negotiable or not on which such organization is directly liable,
which instrument shall have been outstanding for more than fifteen
years from the date it was payable or from the date of its issu-
ance, if payable on demand.

2. Any abandoned property heAd or owing by a banking organi-
zation to which the right to receive the same is established to the
satisfaction of such banking organization shall cease to be deemed
abandoned.

§ 301. Annual report of abandoned property. 1. On or before
the first day of August in each year every banking organization
shall make a verified written report to the state comptroller, which
shall contain a true and accurate statement, as of the first day of
July next preceding, of all abandoned property specified in
section three hundred, held or owing by it.

2. (a) Such report shall, with respect to amounts specified in
paragraph (a) of subdivision one of section three hundred which
are abandoned property, set forth:

(i) the name and last known address of each person or
persons appearing from the rer ,rds of such banking organiza-
tion to be the owner of any such abandoned property;

(i) the amount appearing from such records to be due such
person or persons;

(iii) the date of the last transaction with respect to snch
abandoned property;

(iv) the nature and identifying number, if any, of such
abandoned property; and

(v) such other identifying information as the state comp-
troller may require.

(b) Such report shall, with respect to amounts specified in para-
graph (b) of subdivision one of section three hundred which are
abandoned property, set forth:

(i) time name and last known address, if any, of the person
or persons appearing from the records of such banking organi-
zation to be entitled to receive such abandoned property;

(ii) a description of such abandoned property including

14. plajgn raph ( ) of sIIdivi-i(nI 1 23 tif .s(etion 2, sit ldivisio, I of secti, IIs
126, 169, 256 and 113 uf the banking law.
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identifying numbers, if any, and the amount appearing from
such records to be due or payable;

(iii) the amount of any interest or other increment due
thereon ;

(iv) the date such abandoned property was payable or
demandable; and

(v) such other identifying information as the state comp-
troller may require.

3. Such report shall be in such form as the state comptroller may
prescribe. All names of persons appearing in the section of such
report relating to deposits, appearing to be the owners thereof, shall
be listed in alphabetical order. Abandoned property other than
deposits listed in such report shall be classified in such manner as
the state comptroller may prescribe, and names of persons appear-
ing to be entitled to such abandoned property appearing ir such
report shall be listed alphabetically within each such classif .ation.

4. In case any banking organization shall on the firs, day of
July in any year neither hold nor owe any abandoned property
specified in section three hundred, it shall on or before the tenth
day of August next succeeding make a verified written report to
the state comptroller so stating. 0

§ 302. Publication of list of abandoned property, 1. Within
thirty days after making a report of abandoned property pursuant
to the provisions of section three hundred one, such banking organ-
ization shall cause to be published a notice entitled: "NOTICE OF
NAMES OF PERSONS APPEARING AS OWNERS OF CER-
TAIN UNCLAIMED PROPERTY HELD BY (name of banking
organization)."

2. Such notice shall be published once in two newspapers pub-
Lished in the city or village where such abandoned property is pay-
able, provided, however, that if such abandoned property is pay-
able in the city of New York, such publication shall be in two news-
papers published in the county where such abandoned property is
payable. If there is only one newspaper published in any such
city or village, such notice shall be published in such newspaper
tfnd in a newspaper published in the county in which such aban-
doned property is payable. If there are no newspapers published
in such city or village, then such publication shall be in two news-
papers published in the county where such abandoned property
is payable, or, if there is only one such newspaper published in
such county, then in such newspaper, or, if there are no news-
papers published in such county, then in a newspaper published
in an adjacent county. All newspapers in which such notice shall
be published shall be newspapers printed in the English language.
3. Such notice shall, in accordance with the classification pre-

scribed by the state comptroller for the report pursuant to the
provisions of section three hundred one, set forth:

(a) the names and last known addresses, which were in such
report, of all persons appearing to be entitled to any such

10 See svetioos 126(1), 169(1), 256 (1), and 313(1) of the banking law.
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abandoned property amounting to ten dollars or more. Such
names shall be listed in alphabetical order. If, however, such bank-
ing organization has reported abandoned property payable in more
than one city or village or, in the case of the city of New York, more
than one county, the names shall be listed alphabetically for each
such city, village or county and such notice shall include only the
names of the persons appearing to be entitled to abandoed
property payable in such city, village or county;

(b) such other information as the state comptroller may require;
and

(c) a statement
(i) that a report of unclaimed amounts of money or other

property held or owing by it has been made to the state
comptroller and that a list of the names of the person or
persons appearing from the records of such banking organiza-
tion to be entitled thereto is on file and open to public inspec-
tion at its principal office or place of business in any city, vil-
lage or county where any such abandoned property is payable :

(ii) that such unclaimed moneys or other property will be
paid or delivered by it on or before the succeeding thirty-
first day of October to persons establishing to its satisfaction
their right to receive the same; and

(iii) that in the succeeding month of November, and on or
before the tenth day thereof, such unclaimed moneys or other
property still remaining will be paid or delivered to the state
comptroller and that it shall thereupon cease to be liable there-
for.

4. Such banking organization shall file with the state comptroller
on or before the tenth day of September in each year proof by
affidavit of such publication. 7

§ 303. Payment of abandoned property. 1. In such succeed-
ing month of November, and on or before the tenth day thereof,
every banking organization shall pay or deliver to the state comp-
troller all abandoned property specified in such report, excepting
such abandoned property as since the date of such report shall
have ceased to be abandoned.

2. Such payment shall be accompanied by a statement setting
forth such information as the state comptroller may require relative
to such abandoned property as shall have ceased to be abandoned.

§ 304. Unclaimed property held by the superintendent of banks
after liquidation. 1. All amounts held by the superintendent of
banks as trustee for the owners thereof after the completion of
the vohntary or involuntary liquidation of the business anid
affairs of any banking organization as provided in section thirty
of the banking law which shall not have been claimed and paid
within four years after receipt by the superintendent shall be
deemed abandoned property.

17 See sections 121(2) (3), 162(2) (3), 256 (2) (3) and 313 (2) (3) of
the banking law.
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2. Any such abandoned property held by the superintendent
of banks to which the right to receive the same is established as
provided in section thirty-one of the banking law shall cease to he
deemed abandoned.' 8

§ 305. Payment of abandoned property after liquidation by
superintendent of banks. 1. Not later than the first day of October
in each year the superintendent of banks shall pay to the stale
comptroller all such abandoned property held by him which shall
have become abandoned property at any time prior to the first day
of July next preceding, excepting such abandoned property as
since such first day of July shall have ceased to be abandoned.

2. Such payment shall be accompanied by a statement signed
by the superintendent of banks setting forth the name and last
known address of, and the amount owing to, each person appearing
to be the owner of any such abandoned property, or if the name is
unknown, the nature and identifying number of the indebtedness
and the name of the banking organization from which such abanl-
doned property was received, together with such other identifying
information as the state comptroller may require."9

ARTICLE IV

UNCLAIMED DEPOSITS AND REFUNDS FOR UTILITY SERVICES

Section400. Unclaimed deposits and refunds for utility services.
401. Annual report of abandoned property.
402. Publication of notice of abandoned property.
403. Payment of abandoned property.

§ 400. Unclaimed deposits and refunds for utility services. 1.
The following unclaimed moneys held or owing by a gas corporation,
an electric corporation, a gas and electric corporation, a district
steam corporation, a telegraph corporation, a telephone corporation,
and a telegraph and telephone corporation, shall be deemed
abandoned property:

(a) Any deposit made by a consumer or subscriber with such a
corporation to secure the payment for utility services furnished by
such corporation, or the amount of such deposit after deducting any
sums due to such corporation by such consumer or subscriber.
together with any interest due thereon, which shall have remained
unclaimed by the person or persons appearing to be entitled thereto
for five years after the termination of the utility services to secure
the payment of which such deposit was luade, or, if during such
five year period utility services are furnished by such corporation
to such consumer or subscriber and such deposit is held by sieli
corporation to secure payment therefor, for five years after th,
t ermination of such utility services. 20

(b) Any amount paid by a consumer or subscriber to such a cor-
poration in advance or in anticipation of utility services furnished

is See section 2(23) (b) iind setion 30 of the banking law.
19 See section 32 of the banking law.
20 See section 13 of the transportation corporations law and section 104 of
the public service law.

697] 1393

App. 644



LAWS o1,F NF:w YOiK, 19.131

or to be furnished by such corporation which in fact is not fur-
nished, after deducting any sums due to such torporation by such
consumer or subscriber for utility services in fact furnished, which
shall have remained unclaimed by the person or persons appearing
to be entitled thereto for five years after the termination of the util-
ity services for which such amount was paid in advance or in antici-
pation, or, if during such period utility services are furnished by
such corporation to such consumer or subscriber and such amount
is applied to the payment in advance or in anticipation of such
utility services, for five years after the termination of such utility
services.

(c) The amount of any refund of excess or increased rates or
charges heretofore or hereafter collected by any such corporation
for utility services lawfully furnished by such corporation which
has been or shall hereafter lawfully be ordered refunded to a con-
sumer or other person or persons entitled thereto, together with
any interest due thereon, less any lawful deductions, which shall
have remained unclaimed by the person or persons entitled thereto
for five years from the date it became payable in accordance with
the final determination or order providing for such refund.2 1

2. Any such abandoned property held or owing by such a cor-
poration to which the right to receive the same is established to the
satisfaction of such corporation shall cease to be deemed abandoned.

§ 401. Annual report of abandoned property. 1. On or before
the first day of August in each year every such corporation shall
make a verified written report to tile state comptroller, which shall
contain a true and accurate statement, as of the first day of July
next preceding, of all abandoned property specified in section four
hundred, held or owing by it.

2. (a) As to abandoned property specified in paragraphs (a)
and (b) of subdivision one of section four hundred, such report
shall set forth:

(i) the name and last known address of each depositor or
subscriber appearing from the records of such corporation to
be entitled to receive any such abandoned property;

(ii) the date when the deposit was made or amount paid;
(iii) the amount of such deposit or payment;
(iv) the date when utility services furnished such consumer

or subscriber ceased;
(v) any sums due and unpaid to the corporation by such

consumer or subscriber, with interest thereon from the date of
termination of service;

(vi) the amount of interest due upon such deposit or pay-
ment on any balance thcreof that ha, remained with such cor-
poration and not been credited to such consumer's or sub-
scriber's account;

(vii) the amount of such abandoned property; and
(viii) such other identifying information as the state comp-

troller may require.

21 See subllivision I of section 6(ll-a of the public service law.
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(b) As to abandoned property specified in paragraph (c) of
subdivision one of section four hundred, such report shall set forth:

(i) the name and last known address of each person appear-
ing from the records of such corporation to be entitled to
receive the same;

(i) the amount appearing from such records to be due each
such person;

(iii) the date payment became due; and
(iv) such other identifying information as the state comp-

troller may require.
3. Such report shall be in such form and the abandoned property

listed classified in such manner a.' the state comptroller may pro-
scribe. Names of persons entitled to such abandoned property
appearing in such report shall be listed in alphabetical order wilhin
each such classification.

4. In ease any such corporation shall on the first day of July in
any year neither hold nor owe any abandoned property specified
in section four hundred, it shall on or before the first day of AugusT
next succeeding make a verified written report to the state comp-
troller so stating.22

§ 402. Publication of notice of abandoned property. 1. Within
thirty days after making a report of abandoned property pursuant
to the provisions of section four hundred one, such corporation
shall cause to be published a notice entitled : "NOTICE OF CER-
TAIN UNCLAIMED PROPERTY HELD BY (name of corpora-
tion)."

2. Such notice shall be published once in two newspapers pub-
lished in the county where such deposits, payments or payments to
be refunded were made. If there is only one newspaper published
in any such county, such notice shall be published in such news-
paper. If there are no newspaper-, published in such county, then
such publication shall be in a newspaper published in an adjacent
county. All newspapers in which such notice shall be pub-
lished shall be newspapers printed in the English language.

3. Such notice shall be approved as to form by the state comp-
troller and shall state:

(a) that a report of unclaimed anmounts of money or other prop-
erty held or owing by it has been made to the state comptroller and
that a list of the names of the person or persons appearing from
the records of such corporation to be entitled thereto is on file and
open to public insprtion at its principal office or place of' busine.s
in any city, village r, county where any such abandoned property
is payable;

(b) that such deposits, payments and refunds, logether witli
interest due thereon and less lawful dednetioii., will be paid by ii
on ot before the succeeding thirtieth day of September to persons
establishing to its satisfaction their right to receive the same; and

(c) that in the succeeding month of October, and on or befor,
""'See peti,,n 11 11 of Ohw trln-iporh;,li ,1 ,o.,r li iols h11w 111,4l .11I1divisiol1

2 of m(.tion 66-a and sct(o, 104-a of the public service law.
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the tenth day thereof, such unclaimed deposits, payments and
refunds, together with interest due thereon and less lawful deduc-
tions, still remaining will be paid to the state comptroller and that
it shall thereupon cease to be liable therefor.

4. Such corporation shall file with the state comptroller on or
before the tenth day of September in each year proof by affidavit
of such publication.

23

§ 403. Payment of abandoned property. 1. In such succeeding
month of October, and on or before the tenth day thereof, every
such corporation shall pay to the state comptroller al! abandoned
property specified in the last preceding report made to the state
comptroller pursuant to section four hundred one, excepting such
abandoned property as since the date of such report shall have
ceased to be abandoned.

2. Such payment shall be accompanied by a statement setting
forth such information as the state comptroller may require relat-
ing to such abandoned property as shall have ceased to be
abandoned.

ARTICLE VI

UNCLAIMED Olt UNKNOWN OWNER COURT FUNDS

Section 600. Unclaimed or unknown owner court funds.
601. Publication of list of abandoned property.
602. Payment of abandoned property.
603. Report to accompany payment.

§ 600. Unclaimed or unknown owner court funds. 1. The fol-
lowing unclaimed property shall be deemed abandoned property:

(a) Any moneys or other personal property or security in lieu
thereof paid into court, which, except as provided in section ten
hundred, shall have remained in the hands of any county treasurer,
or the treasurer of the city of New York, for twenty years, together
with all accumulations of interest or other increment thereon, less
such legal fees as he may be entitled to.2 '

(b) Any legacy or distribution share to which an unknown per-
son is entitled, as specified in section two hundred seventy-two of
the surrogate's court act.2 "

(c) Any moneys paid to a support bureau of a -domestic relations
court for the support of a wife, child or poor relative, which shall
have remained in the custody of a county treasurer, or the treasurer
of the city of New York, for ten years, together with any interest
due thereon, less such legal fees as he may be entitled to. 6

2. Any abandoned property held or owing by a county treasurer
or the treasurer of the city of New York to which the right to
receive the same is established to the satisfaction of such county

28 See subdivision (3) section 00-a and section 104-b of the public service law
and section 13-b of the transportation corporations law.

24 See sections 134-137 of the civil practice act.
25 See section 272 of the surrogate's court act.
20 See section 29-a of the domestic relations court act of the city of New

York.
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treasurer or treasurer of the city of New York shall cease to be
abandoned.

§ 601. Publication of list of abandoned property. 1. On or
before the first day of February in each year, such county treasurer
or the treasurer of the city of New York shall cause to be published
a notice entitled: "NOTICE OF NAMES OF PERSONS APPEAR-
ING AS OWNERS OF CERTAIN UNCLAIMED 1PROPERTY
HELD BY (title of officer)."

2. Such notice shall be published once in two newspapers pub-
lished in the county where such abandoned property is held, except
that if such abandoned property is held by the treasurer of the
city of New York it shall be published onee in three newspapers
of general circulation published daily in the eity of New York,
not more than one of which shall be published in any one county.
If, there is only one newspaper published in any such county,
such notice shall be published in such newspaper, or, if there are
no newspapers published in such county, then in a newspaper pub-
lished in an adjacent county. All newspapers in which such notice
shall be published shall be newspapers printed in the English
language.

3. Such notice shall be classified as the state comptroller shall
prescribe and shall set forth:

(a) the names and last known addresses, in alphabetical order,
of all persons appearing to be entitled to any such abandoned prop-
erty, as of the first day of January next preceding, amounting to
ten dollars or more, except the names of persons appearing to be
the owners of abandoned property which since such date has ceased
to be abandoned;

(b) such other information as the state comptroller may require;
and

(c) a statement
(i) that a list of the names of the person or persons appear-

ing from the records of such officer to'be entitled thereto is on
file and open to public inspection at his office;

(ii) that such unclaimed moneys or other property will be
paid or delivered by him on or before the thirty-first day of
March to persons establishing to his satisfaction their right
to receive the same; and

(iii that in the succeeding month of April, and on or before
the tenth day thereof, such unclaimed moneys or other property
still remaining will be paid or delivered to the state comptroller
and that he shall thereupon cease to be liable therefor.

4. Such county treasurer or treasuirer of the city of New York
shall file with the state comptroller on or before the tenth day of
February in each year proof by affidavit of such publication.

§ 602. Payment of abandoned property. 1. In such succeeding
month of April, and on or before the tenth day thereof, every county
treasurer and the treasurer of the city of New York shall pay or
deliver to the state comptroller all abandoned property specified
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in section six hundred, paragraph (a), which was so abandoned
as of the first day of January next preceding.21

2. In such succeeding month of April, and on or before the tenth
day thereof, every executor, administrator, guardian or testamen-
tary trustee shall pay or deliver to the state comptroller all aban-
doned property specified in section six hundred, paragraph (b),
which was so abandoned as of the first day of January next
preceding.

28

3. In such succeeding month of April, and on or before the tenth
day thereof, every county treasurer and the treasurer of the city
of New York shall in each year pay to the state comptroller all
abandoned property specified in section six hundred, paragraph (c),
which was so abandoned as of the first day of January next
preceding.

§ 603. Report to accompany payment. Each such payment of
abandoned property pursuant to section six hundred two shall be
accompanied by a verified written report, classified as the state
comptroller shall prescribe, setting forth:

(a) The names and last known addresses, if any, of the persons
entitled to receive such abandoned property;

(b) The title of any proceeding relating to such abandoned
property; and

(c) Such other identifying information as the state comptroller
may require.

ARTICLE VII

UNCLAIMED LIF INSURANCE FUNDS

Section 700. Unclaimed domestic life insurance corporation
moneys.

701. Annual report of abandoned property.
702. Publication of list of abandoned property.
703. Payment of abandoned property.
704. Life insurance departments of savings and insurance

banks.
705. Unclaimed property held by superintendent of insur-

ance after liquidation.
706. Payment of abandoned property after liquidation by

superintendent of insurance.
§ 700. Unclaimed domestic life insurance corporation moneys.

1. The following unclaimed property held or owing by domestic
life insurance corporations shall be deemed abandoned property:

(a) Any moneys held or owing by any domestic life insurance
corporation which shall have remained unclaimed for seven years
by the person or persons appearing to be entitled thereto under
matured life insurance policies on the endowment plan issued on
the lives of residents of this state.

(b) Any moneys held or owing by any domestic life insurance
corporation which are payable under other kinds of life insurance

27 See' section 84 of the state finance law.
28 See section 87 of the state finance law.
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policies issued on the lives of residents of this state where the
insured, if living, would, prior to the tlirty-firht day of December
next preceding the report required by section seven hundred one,
have attained the limiting age under the mortality table on which
the reserves are based, exclsive of

(i) any policy which has within seven years been assigned,
readjusted, kept in force by payment of premium, reinstated
or subjected to loan, or

(ii) any policy with respect to which such corporation has
on file written evidence received within seven years that the
person or persons apparently entitled to claim thereunder
have knowledge thereof.

(a) Any moneys held or owing by any domestic life insurance
corporation due to beneficiaries under policies issued on the lives
of residents of this state who have died, which moneys shall have
remained unclaimed by the person or persons entitled thereto for
seven years.

2. Any such abandoned property held or owing by a domestic
life insurance corporation to which the right to receive the same
is established to the satisfaction of such corporation shall cease
to be deemed abandoned.20

§ 701. Annual report of abandoned property. 1. On or before
the first day of April in each year every domestic life insurance
corporation shall make a verified written report to the state
comptroller, which shall contain a true and accurate statement, as
of the first day of January next preceding, of all abandoned prop-
erty specified in section seven hundred, held or owing by it.

2. Such report shall set forth:
(a) The name and last known address of any person or persons

appearing from the records of such domestic life insurance corpo-
ration to be entitled to receive any such abandoned property;

(b) The amount appearing from the records of such corpora-
tion to be due;

(c) The policy number and policy age of the insured;
(d) The date such abandoned property was payable;
(e) The names aud last known addresses of each beneficiary

appearing in the records of the insurer; and
(f) Such other identifying information as the state comptroller

may require.
3. Such report shall be in such form and the abandoned property

listed shall be classified in such manner as the state comptroller
may prescribe. Names of persons appearing to be entitled to such
property or of beneficiaries appearing in such report shall be listed
in alphabetical order within each such classification.

4. In case any domestic life insurance corporation shall on the
first day of January in any year neither hold nor owe any aban-
doned property specified in section seven hundred, it shall on or
before the first day of April next succeeding make a verified writ-
ten report ',o the state comptroller so stating."

20 See seecon 295 of the insurance law.
30 See sr 'ion 296 of the insurance law.

697] 1399

App. 650



LAWS or NEw YORK, 1943

§ 702. Publication of list of abandoned property. 1. Within
thirty days after making a report of abandoned property pursuant
to the provisions of section seven hundred one, such life insurance
corporation shall cause to be published a notice entitled: "NOTICE
OF NAMES OF PERSONS APPEARING AS OWNERS OF CER-
TAIN UNCLAIMED PROPERTY HELD BY (name of life insur-
ance corporation) ."

2. Such notice shall be published once in two newspapers pub-
lished in the city or village in which is located the last known
address of the holder of a policy under which sucli abandoned
property is payable; provided, however, that if such address is in
the city of New York, such publication shall be in two newspapers
published in the county where such address -is located. If there is
only one newspaper published in any such city or village, such
notice shall be published in such newspaper and in a newspaper
published in the county where such address is located. If there are
no newspapers published in such city or village, then such publica-
tion shall be in two newspapers published in the county where such
address is located, or, if there is orly one such newspaper published
in such county, then in such newspaper, or, if there are no news-
papers published in such county, then in a newspaper published in
an adjacent county. All newspaptrs in which such notice shall be
published shall be newspapers printed in the English language.

3. Such notice shall, in accordance with the classification pre-
scribed by the state comptroller for the report pursuant to the
provisions of section seven hundred one, set forth:

(a) the names and last known addresses which were in such
report, of all persons appearing to be entitled to any such aban-
doned property amounting to ten dollars or more. Such names
shall be listed in alphabetical order. If, however, such life insurance
corporation has reported abandoned property payable on policies
whose holders' last known addresses are in more than one city or
village or, in the case of New York city, more than one county,
the names shall be listed alphabetically for each such city, village
or county and such notice shall include only the names of the per-
sons appearing to be entitled to abandoned property payable on
policies whose holders' last known addresses are in such city,
village or county;

(b) such other information as the state comptroller may require;
and

(c) a statement
(i) that a report of unclaimed amounts of money held or

owing by it has been made to the state comptroller and that
a list of the names of the person or persons appearing from
the records of such life insurance corporation to be entitled
thereto is on file and open to public inspection at its principal
office or place of business in any city, village or county where
any such abandoned property is payable;

(ii) that such unclaimed moneys will be paid by it on or
before the succeeding thirty-first day of August to persons
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establishing to its satisfaction their right to receive the same;
and

(iii) that in the succeeding month of September, and on
or before the tenth day thereof, such unclaimed moneys still
remaining will be paid to the state comptroller and that it
shall thereupon cease to be liable therefor.

4. Such life insurance corporation shall file with the state coinp-
troller on or before the tenth day of May in each year proof by
affidavit of such publication.'

§ 703. Payment of abandoned property. 1. In such succeeding
month of September, and on or before the succeeding tenth day
thereof, every such domestic life insurance corporation shall pay to
the state comptroller all abandoned property specified in such
report, excepting such abandoned property as since the date of such
report shall have ceased to be abandoned.

2. Such payment shall be accompanied by a statement setting
forth such information as the state comptroller may require relative
to such abandoned property as shall have ceased to be abandoned. 2

§ 704. Life insurance departments of savings and insurance
banks. The life insurance department of any savings and insurance
bank shall be regarded as a domestic life insurance corporation for
the purposes of this article and such savings and insurance banks
shall comply with and be subject to all the provisions of this article
with respect to the actions and transactions of such life insurance
department."

§ 705. Unclaimed property held by superintendent of insurance
after liquidation. 1. All unclaimed dividends and other assetr, of
every description held by the superintendent of insurance as trustee
for the owners thereof after five years from the last court order
in any proceeding under article sixteen of the insurance law author-
izing and permitting payment of dividends, shall be deemed aban-
doned property.

2. Any such abandoned property b, ,-d by the superintendent of
insurance to which the right to receite the same is established as
provided by law, shall cease to be deened abandoned.84

§ 706. Payment of abandoned property after liquidation by
superintendent of insurance. 1. Not later than the first day of
October in every year the superintendent of insurance shall pay
to the state comptroller all such abandoned property held by him
which shall have become abandoned at any time prior to the first
day of July next preceding, excepting such abandoned property as
since such first day of July shall have ceased to be abandoned.

2. Such payment shall be accompanied by a statement signed by
the superintendent of insurance setting forth the name and last
known address, and the amount owing to, each person appearing to
be the owner of any such abandoned property, or, if the name is

8t See section 297 of the insurance law.
82 Sce section 208 of the insurance law.
83 See Article 6-A of the banking law.
B4 See section 545 (3) of the insurance law.
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unknown, the nature of the original claim and the name of the
insurer, and such other identifying information as the state
comptroller may require.

ARTICLE X

IJNCbAIMED CONDEMNATION AWARDS

Section 1000. Unclaimed condemnation awards.
1001. Annual report of abandoned property.
1002. Publication of notice of abandoned property.
1003. Payment of abandoned property.

§ 1000. Unclaimed condemnation awards. 1. Any moneys held
or owing for the payment of an award heretofore or hereafter
made by a court in any condemnation proceeding and payable by
a public corporation or other corporation possessing powers of
condemnation, which shall have reinained unclaimed by the person
or persons appearing to be entitlcd thereto for five years after
confirmation by the court, together with any interest due thereon,
less, when an award is payable by a public corporation, any amount
due such public corporation at the time of title vesting for tax or
water liens on the same parcel the award was for with any interest
due thereon, and any amount due such public corporation at the
time of title vesting or at the time of confirmation, whichever
is later, for an assessment on the same parcel the award was for,
with any interest due thereon, shall be deemed abandoned property.

Notwithstanding any other provision of law, any such award
paid to any county treasurer or to the treasurer of the city of
New York shall be deemed an abandoned award. Any county treas-
urer to whom such an abandoned award has been paid by a public
or other corporation shall repay forthwith to such corporation
any such abandoned awards remaining in his custody after deduct-
ing any fees he may be entitled to pursuant to law for a payment
of such moneys, and hereafter no such corporation shall pay to a
county treasurer any award made by a court in a condemnation
proceeding unless such award is made for county owned property.
The treasurer of the city of New York shall pay out of the court
and trust fund in his custody any abandoned awards therein in
the same manner as he would pay pursuant to this section any
abandoned award, except that he shall deduct from such awards any
fees he may be entitled to pursuant to law for a payment of such
moneys.

The issuance of a warrant for such an award shall not prevent
an award from being deemed abandoned property if such warrant
is unclaimed five years after eonfirmlition by the court of such
award.

2. Any such abandoned property held or owing by such a
corporation to which the right to receive the same is established
to the satisfaction of such corporation shall cease to be deemed
abandoned."5

nn See section 92 (1) of the state finance law.
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§ 1001. Annual report of abandoned property. 1. On or before
the first day of October in each year every public and private
corporation holding or owing any abandoned property specificd
in section tel hindred shall make a verified written report to tile
state comptroller, which shall contain a true and accurate slate-
ment, as of the first (lay of July next preceding, of all such
abandoned property, held or owing by it.

2. Such report shall be in such form as the state comptroller
may prescribe and shall set forth the title of the proceeding, the
name and last known address of the awardee if such award is made
to a known owner, the date of confirmation, the damage parcel
number, the amount of the award, and the amount of any interest
due thereon and, if a deduction is claimed for liens by a public
corporation, the nature and amount of such liens and any interest
claimed thereon."

§ 1002. Publication of notice of abandoned property. 1. Within
thirty 'lays after making a report of abandoned property pilrsulalit
to the provisions of section ten hundred one, such corporation
shall cause to be published once in a newspaper of general cir-
culation in each county where a damaged parcel included in such
report is located a notice, approved as to form by the state comp-
troller, stating:

(a) That a report of all awards in condemnation proceedings
unclaimed for more than five years has been made to the state
comptroller and that a copy thereof is on file and open to public
inspection, if a public corporation at the office of the chief fiscal
officer thereof; or if not a public corporation at the principal office
or place of business of such corporation;

(b) That such awards, together with any interest due thereon
and less lawful deductions, will be paid by it on or before the
succeeding thirty-first day of January to persons establishing to
its satisfaction their right to receive the same; and

(c) That in the succeeding month of February, and on or before
the tenth day thereof, such awards, together with any interest due
thereon and less lawful deductions, still remaining will be paid to
the state comptroller and that it shall thereupon cease to be liable
therefor.

2. Such corporation shall file with the state comptroller on or
before the tenth day of November proof by affidavit of such
publication."7

§ 1003. Payment of abandoned property. 1. In such succeeding
month of February, and on or before the tenth day thereof, every
such public and other corporation shall pay to the state comp-
troller all abandoned property specified in such report, excepting
such abandoned property as since the date of such report shall have
ceased to be abandoned.

2. Such payment shall be accompanied by a statement setting
forth such information as the state comptroller may require ill

36 See section 92 (2) of the state finance law.
11" See sectinn 02(3) of the state finance law.
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relation to such abandoned property as shall have ceased to be
abandoned.8

ARTICLE XII

ESCHEAT OF PROPERTY PAID OR DEPOSITED IN FEDERAL COURTS

Section 1200. Unclaimed property paid or deposited in federal
courts.

1201. Presumption of abandonment.
1202. Speial proceeding for escheat.
1203. Jurisdiction.
1204. Respondents.
1205. Contents of petition.
1206. Service of notice and petition.
1207. Contents and time of answer.
1208. Amendment of proceedings.
1209. Right of deposition.
1210. Judgment.
1211. Collection by attorney-general.
1212. Payment to the state comptroller; report.

§ 1200. Unclaimed property paid or deposited in federal courts.
All money or other property which shall have been, or shall here-
after be, paid into or deposited in the custody of, or be under the
control of, any court of the United States in and for any district
within the state, or shall have been or hereafter shall be in the
custody of any depository, registry, clerk, or other officer of such
court, and the rightful owner or owners thereof either (a) shall
have been or shall be unknown for a'period of ten consecutive
years; or (b) shall have died or sall die without having disposed
thereof, and without having left or without leaving a will disposing
thereof, and without having left or without leaving heirs, next-of-
kin, or distributees; or (c) shall have abandoned or shall abandon
such funds or property, are declared to have escheated or to escheat,
together with all interest accrued thereon, to and to have become
or to become the property of the state.80

§ 1201. Presumption of abandonment. In any proceeding auth-
orized by this article if it shall appear from the records of the court
of the United States that the rightful owner or owners of money or
property which has been or shall hereafter be deposited in the
custody or be under the control of, such court, or in the custody of
its depository, registry, clerk, or other officer, have not made claim
thereto for a period of ten successive years, it shall be presumed
for all purposes of this article that such rightful owner or owners
are, and during such period have been, unknown, and that they have
died without having disposed thereof, and without having left a
will, and without having left any heirs, next-of-kin, or distributees,
•IId that such property has been abandoned. In a case where the
rightful owners of such money or property was a corporation it shall
also be presumed for purposes of this article that the corporation

'I See section 92 (4) of the state finance law.
30 See section 00 (1) of the state finance law.
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is dissolved and no longer in existence, and its charter forfeited,
and all the foregoing presumptions set forth in this section shall
be made with respect to the rightful owners or claimants to the
assets of such corporation, including its stockholders and creditors.
Any or all of the foregoing several presumptions may be rebutted
by competent evidence to the contrary.4 0

§ 1202. Special proceeding for escheat. Whenever it shall
appear, after investigation by the comptroller or otherwise, that
there exists or may exist escheated property under this article, the
attorney-general may institute a special proceeding in the name of
the people of the state of New York for an adjudication that all
escheat to the state of such property has occurred, and he shall take
appropriate action to recover such funds or property. 41

§ 1203. Jurisdiction. The supreme court shall have jurisdiction
to hear and determine such a special proceeding. Such proceeding
shall be commenced in the supreme court for the county in which
is located the court of the United States into which such escheatcd
property has been paid or which has control or custody of said
property, or which has jurisdiction to make orders for the payment
of such funds or property to the rightful owners ihereof. 42

§ 1204. Respondents. There shall be named as respondents:
(a) The clerk of the court into which or into whose registry

the fund or property has been paid or deposited or which has con-
trol or custody of the fund or property; and

(b) All last known owners or elaimants as disclosed by the
records of such couirt, provided that if such last known owners or
claimants, with respect to a particular fund, shall exceed ten in
number, they may be designated and described as a class; and

(c) All unknown owners or claimants, who may be designated
and described as "unknown owners or claimants to the fund or
property deposited to the credit of the following entitled actions
or proceedings in the United States district court for the .........
district of New York: (naming the actions and proceedings by
their titles as appearing on the original process which instituted
sich actions or proceedings, or by suitable abbreviations thereof,
which shall sufficiently describe such actions and proceedings).'"

§ 1205. Contents of petition. The petition shall briefly describe
the fund or property with respect to which the proceeding is
brought, and the nature of the action or proceeding which gave
rise to the fund or property. It may include one or more items,
as the attorney-general may be advised, without prejudice to his
right subsequently to commence proceedings relating to other items
not included. It shall also set forth the facts from which the
court may find, or from which a presumption may arise, thai
(a) tlhe rightful owner or owners of the fund or property arc
,11known; or (b) that they have died without having disposed

40 See sectiin 90(2) of the state finance law.
41 See sect ion 90 (.'I) of Ill , itat fi e 1WC I w.
42 See section 90(4) of the state finance law.
4. See section 90(5) of the state finance law.
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thereof, and without. having left a will, disposing thereof and
without having left any heirs, next-of-kin or distributees; or (e)
that such properly has been abandoned. 44

§ 1206. Service of notice and petition. 1. The notice and
petition shall be served upon the clerk of the court into which or
into whose registry the fund or property has been paid or deposited
or which has control or custrdy thereof, or which h.,_ jurisdiction
to make orders for the payment of such money to the rightful
owners thereof, together with a notice that no personal claim is
made against him, and also upon the United States attorney for
the district in which such court is located.

2. The notice shall be served by publication upon the last known
owners or claimants, as disclosed by the records of such court, and
upon the respondents designated as unknown claimants. The court,
upon finding that the petition sufficiently sets forth the facts
required under section twelve hundred one of this article, may
make any or all of the presumptions set forth in such section and
make an order directing that the notice be served upon such
respondents by publication thereof not less than once in each of
six successive weeks in two newspapers in the English language
designated in the order as most likely to give notice to such owners
or claimants, at least one of which newspapers shall be published
in the county in which the escheat proceeding shall be commenced,
and also by publication thereof in the state bulletin as provided
in the executive law.4

§ 1207. Contents and time of answer. For the purpose of
reckoning the time within which a respondent must appear or
answer, service by publication under this article is complete on
the forty-second day after the date of first publication. Any
respondent, or any person making claim to any of the property
or funds described in the petition, shall have sixty days after coni-
pletion of service within which to appear, and the time for all
further proceedings shall be as prescribed for proceedings in the
supreme court. The answer shall be verified, shall set forth the
true name, residence and business address, if any, of the claiming
respondent, and shall set forth in full detail the basis of the claim
and the respondent's claim of title thereto."

§ 1208. Amendment of proceedings. On application of the
attorney-general the court shall:

(a) order the proceeding with respect to items, or port biis
thereof, as to which claimants appear, to be severed inlo one or
more separate proceedings, and allow all such proceedings to
proceed separately;

(b) amend the proceeding or proceedings, as the ease may be,
by adding to the title thereof the true names of the claiming
respondents;

44 See section 90(6) of the state finance law.
45 See section 90(7) of the state finance law.
4A See section 90 (8) of the state finance law.
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(c) amend the proceedings from time to time in any just and
equitable manner. 4

1

§ 1209. Right of deposition. The attorney-general shall as a
matter of right be entitled to take by deposition before trial the
testimony of any claimant, or any other person, firm or corporation,
and to require the production of any and all records and docu-
ments thereon, and to a discovery and inspection of any and all
such records and documents, as to the facts upon which claimant's
claim is based, the circumstances under which claimant became
apprised of the existence of the claim, and any other matters
material and necessary to determine the validity of the claim.
In so far as they may be applicable, and not in conflict with the
foregoing, the provisions of articles twenty-nine and thirty-two
of the civil practice act and titles fifteen and eighteen of the
rules of civil practice, shall apply.48

§ 1210. Judgment. If the court, after taking the testimony,
shall determine either (a) that the rightful owner or owners of
such funds or property are unknown or (b) that they have died
without having disposed thereof, and without having left a will
disposing thereof, and without having left heirs, next-of-kin or
distributees, or (c) that they have abandoned such funds or prop-
erty, it shall make and enter separate findings of fact and con-
clusions of law and enter a final order, describing the funds or
property, and adjudicating that they have escheated and are
payable to the state of New York. The findings of any one such
set of facts shall not be deemed inconsistent with any other such
set of facts, and the court may find one or more such sets of facts.

• If the court shall determine that any funds or property or part
thereof had not escheated to the state, it shall make and enter
separate findings of fact and conclusions of law and shall make
and enter a final order describing said funds or property or part
thereof, dismissing the petition with respect thereto either on
the merits or without prejudice to a subsequent proceeding as
may be proper. 41

§ 1211. Collection by attorney-general. The attorney-general
shall take appropriate action, by obtaining an order of the court
of the United States, or otherwise, to collect and receive such
funds or property. 0

§ 1212. Payment to the state comptroller; report. 1. Upon the
collection or receipt of any such funds or property the attorney-
general shall forthwith pay or deliver the same to the state
comptroller.

2. Each such payment or delivery shall he accompanied by a
written report setting forth the names and last known addresses,
if any, of the persons whose property has been escheated pursut
to this article and such other identifying information as the state
comptroller may require.

47 See section 90 (9) of the state finaner l'aw.
SSet sect ion 00 (1 0 )of the state 11imi e law.
49 See section 90 (11) of the stale finance Iaw.
50 See section 90 (12) of the state finance law.
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ARTICLE XIII

MISCELLANEOUS UNCLAIMED PROPERTY

,%wt-ion 1300. Unclaimed surplus from sale of pledged property.
§ 1300. Unclaimed surplus from sale of pledged property. 1.

Any unclaimed moneys arising from the sale of any personal prop-
erty which shall have been pledged or mortgaged as security for
the loan of money with a corporation, except a banking organization
or a licensed lender, heretofore or hereafter organized by or pursuant
to a special statute for the purpose of, and principally engaged in,
giving aid to individuals by loans of money at interest upon the
pledge or mortgage of personal property, and which has subjected
itself to special provisions of the banking law, after deducting the
amount of the loan, the interest then due on the same and any
other lawful charges, which shall have remained in its possession
for six years from the date of such sale, shall be deemed abandoned
property.

2. Any such abandoned property held or owing by a corporation
to which the right to receive the same is established to the satisfac-
tion of such corporation shall cease to be deemed abandoned.

3. On or before the first day of June in each year every such
corporation shall report and pay over to the state comptroller all
abandoned property specified in subdivision one, which is in its
possession and which shall have become abandoned prior to the
preceding first day of January.5'

ARTICLE XIV
GENERAL PROVISIONS

Section 1400. Statutes of limitations not a bar.
1401. Comptroller to maintain public record.
1402. Publication of abandoned property by state comp-

troller.
1403. Sale of personal property by state comptroller.
1404. Assumption of liability by the state.
1405. Interest not to run after report of abandoned prop-

erty.
1406. Claims for abandoned property heretofore or here-

after paid to the state.
1407. Payment by state comptroller.
1408. Verification.
1409. Payment for publication.
1410. Designation of newspapers.
1411. Waiver of publication.
1412. Penalty for failure to report or file.
1413. Penalty for fraudulent returns.

§ 1400. Statutes of limitations not a bar. The expiration of any
period of time specified by law, during which an action or proceed-

,,' See section 5 of the banking law.
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ing may be commenced or enforced to secure payment of a claim
for money or recovery of property, shall not prevent any such
money or property from being deemed abandoned property, nor
affect any duty to file a report required by this chapter or to pay or
deliver to the state comptroller any such abandoned property; and
shall not serve as a defense in any action or proceeding by or on
behalf of the state comptroller to compel the filing of any report
or the payment or delivery of any abandoned property required
by this chapter or to enforce or collect any penalty provided by
this chapter.

2

§ 1401. Comptroller to maintain public record. The state comp-
troller shall maintain a public record of all names and last known
addresses of the person or persons appearing to be entitled to aban-
doned property, heretofore paid to the state or hereafter paid or
delivered to the state comptroller pursuant to this chapter. Other
identifying information set forth in any report or record made or
delivered to the state comptroller shall be retained by him but shall
be considered confidential and may be disclosed only in the discre-
tion of the state comptroller. The state comptroller shall not reveal
the amount of any abandoned property, except to a porson who
has presented satisfactory proof of an interest in or titie to such
property.

§ 1402. Publication of abandoned property by state comptroler.
1. (a) The state comptroller shall publish in the October, nineteen
hundred forty-three issue of the state bulletin a statement of aban-
doned property heretofore paid to and still held by the state, except

(i) abandoned property so paid pursuant to chapter four
hundred twenty-two of the laws of nineteen hundred thirty-
nine or pursuant to section thirteen hundred of this chapter;

and abandoned property hereafter paid to the state comptroller
prior to the first day of September, nineteen hundred forty-three,
which shall not have been paid to claimants.

(b) Thereafter, and in each succeeding October issue of the state
bulletin, the state comptroller shall publish a statement of abandoned
property paid to him during the twelve months ending September
first next preceding such publication which shall not have been
paid to claimants.

2. Such statement shall be in such form and classified in such
manner as the state comptroller shall determine, except that names
of persons appearing to be entitled to any such abandoned property
shall be listed in alphabetical order within each such classification.

3. Such statement shall set forth:
(a) The names and last known addresses of all persons appear-

ing from the records in the comptroller's office to be entitled to
receive such abandoned property consisting of money not less
than ten dollars in amount;

(b) The names and last known addresses of all persons appearing
from the records in the comptroller's office to be entitled to receive

52 See Margiotti vs. Cunningham, 337 Pa. 289.
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such abandoned property consisting of personal property other
than money and which the state comptroller shall not have deter-
mined as provided in section fourteen hundred three to be valueless
or of such little value that a sale thereof would cost in excess of
the probable proceeds therefrom;

(c) Where any such abandoned property consisted of personal
property other than mcney and was converted into money pursuant
to the provisions of section fourteen hundred three, and such
money amounts to ten dollars or more, the names and last known
addresses of the persons appearing from the records in the comp-
troller's office to be entitled to receive the same;

(d) Such other information as the state comptroller may deter-
mine; and

(e) A statement
(i) that a public record is maintained in the office of the

state comptroller of all abandoned property in accordance with
section fourteen hundred one of this chapter;

(ii) that a claim for any such abandoned property should be
filed with the state comptroller at his office in the city of Albany
or established as provided in section fourteen hundred six. d
this chapter; and

(iii) that a service charge of one per cent, but i - no event
less than three dollars in amount, must be retained by the state
comptroller in connection with each claim allowed or estab-
lished.

§ 1403. Sale of personal property by state comptroller. 1. All
abandoned property, other than wney, heretofore paid to the state
shall, prior to October first, nineteen hundred forty-four, be sold
by the state comptroller. and all abandoned property, other than
money, delivered to the state comptroller pursuant to this chapter,
shall within fifteen months after such delivery be sold by him, at
public auction to the highest bidder, except such property as in
his opinion is valueless or of such little value that the cost of sale
would exceed the probable proceeds therefrom.

2. The proceeds from the sale of any such abandoned property,
less all costs incurred in connection with such sale, shall be deposited
by the state comptroller in the abandoned property fund and any
claimant for abandoued prop .rty shall be entitled only to the
money so received and depose. J., less lawful service charges.

3. The state comptroller sh ," not be liable in any action for any
act of his made in good faith oursuant to this section.

§ 1404. Assumption of liabi ity by the state. 1. The care and
custody, subject only to fl-W duty of conversion prescribed in
section fourteen hundred two of this chapter, of all abandoned
property heretofore paid to the state, except

(i) abandoned property in individual amounts of less than
one dollar so paid pursuant to chapter one hundred seven of
the laws of nineteen hundred forty-two; and of all abandoned
property paid to the state comptroller pursuant to this chap-
ter, is hereby assumed for the benefit of those entitled to
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receive the same, and the state shall hold itself responsible for
the payment of all claims established thereto pursuant to law,
less any lawful deductions, which cannot be paid from the
abandoned property fund.

2. Any person, copartnership, unincorporated association or cor-
poration making a payment of abandoned property to the comp-
troller shall immediately and thereafter be relieved and held
harmless from any or all liability for any claim or claims which
exist at such time with reference to such abandoned property
or which may thereafter be made or may come into existence on
account of or in respect of any such abandoned property.

3. No amction shall be maintained against any person, copartner-
ship, unincorporated association or corporation, or any officer
thereof, for

(a) the recovery of abandoned property paid to the state comp-
troller pursuant to this chapter or for interest thereon subsequent
to the date of the report of such abandoned property to the state
comptroller pursuant to this chapter;

(b) the recovery of abandoned property heretofore paid to the
state or for interest thereon subsequent to the date of such
payment; or

(c) damages alleged to have resulted from any such payment.
§ 1405. Interest not to run after report of abandoned property.

Notwiths! anding any other provision of law, no owner of abandoned
property shall be entitled to receive interest on account of such
abandoned property from and after the date a report of such
abandoned property is made to the state comptroller pursuant to
this chapter, whether or not he was entitled to interest on such
property prior to such date. No claimant to abandoned property
heretofore paid to the state comptroller shall be entitled to receive
interest on account of such property, whether or not he was entitled
to interest on such property prior to such payment.

§ 1,106. Claims for abandoned property heretofore or hereafter
paid to the state. 1. (a) Claim may be filed with the state comp-
troller for any abandoned property heretofore paid to the state or
hereafter paid to the state comptroller pursuant to this chapter,
except abandoned property heretofore paid to the state pursuant to

(i) section nine of chapter six hundred fifty-one of the laws
of eighteen hundred ninety-two, section forty-four of chapter
fifty-eight of the laws of nineteen hundred nine or as such
section was amended by chapter two hundred seventeen of the
laws of nineteen hundred thirty-three and chapter two hundred
thirty-one of the laws of nineteen hundred thirty-eight, and
section eighty-four of chapter five hundred ninety-three of the
laws of nineteen hundred forty;

(ii) section two hundred seventy-two of the surrogate's
court act;

(iii) chapter eight hundred fifteen of the laws of nineteen
hundred forty-one as amended by chapter seven hundred eighty-
eight of the laws of nineteen hundred forty-two;
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(iv) chapter one hundred seven of the laws of nineteen hun-
dred forty-two, if such abandoned property was less than one
dollar in amount;

(vii) and abandoned property hereafter paid to the state
comptroller pursuant to subdivisions (a) or (b) of section six
hundred one or section twelve hundred twelve of this chapter.

(b) The comptroller shall possess full and complete authority to
determine all such claims and shall forthwith send written notice of
such determination to the claimant. At any time within four months
thereafter, such claimant may apply for a hearing and a redeter-
mination of his claim. After an appropriate hearing on notice,
before the comptroller or person duly designated by him, the comp-
troller shall make and serve his final determination, which alone
shall be reviewable by application to the supreme court, Albany
county, upon not less than ten days' notice to the comptroller.

(c) The comptroller, or any person duly designated by him, is
empowered to take testimony and proofs, under oath, upon such
hearing, and shall have power to subpoena and require the attend-
ance of witnesses and the production of books, papers and documents
pertinent to such hearings.

(d) Whenever it shall be necessary for the state comptroller to
determine the validity of a claim for abandoned property heretofore
paid to the state pursuant to section five of the banking law or here-
after paid to the state pursuant to section thirteen hundred of this
chapter, he shall forthwith notify the corporation which paid such
abandoned property to the state of such claim. Within thirty days
after such notification such corporation shall send a verified written
report to the state comptroller, containing such information as the
state comptroller may require from its books or records. The state
comptroller shall determine from such report the validity of such
claim.

2. Claim for any abandoned property heretofore paid to the state
pursuant to section forty-four of chapter fifty-eight of the laws of
nineteen hundred nine or as such section was amended by chapter
two hundred seventeen of the laws of nineteen hundred thirty-three
and chapter two hundred thirty-one of the laws of nineteen hundred
thirty-eight, or hereafter paid to the state comptroller pursuant to
subdivision (a) of section six hundred one of this chapter, may be
established only in accordance with section one hundred thirty-seven
of the civil practice act.

3. Claim for any abandoned property heretofore paid to the state
pursuant to section two hundred seventy-two of the surrogate's
court act or hereafter paid to the state comptroller pursuant to sub-
division (b) of section six hundred one of this chapter may be estab-
lished only in accordance with section two hundred seventy-two of
the surrogate's court act.

4. (a) Claim for any abandoned property heretofore paid to the
state pursuant to chapter eight hundred fifteen of the laws of nine-
teen hundred forty-one as amended by chapter seven hundred
eighty-eight of the laws of nineteen hundred forty-two, or hereafter
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paid to the state comptroller pursuant to section twelve hundred
twelve of this chapter, may be established only in accordance with
this subdivision.

(b) Such claim may be established only by a person, copartner.
ship, unincorporated association or corporation who shall have had
no actual knowledge of the escheat proceeding and who shall com-
mence a proceeding in the supreme court within five years after the
entry of the final order of escheat, except that this limitation of time
shall be extended pursuant to the provisions of sections twenty,
twenty-four, twenty-seven, twenty-eight, twenty-nine and sixty of
the civil practice act.

(c) Such proceeding shall be commenced by service of a verified
petition and notice of motion upon the comptroller, who shall have
twenty days within which to answer. The petition shall set forth
the true name, residence and business address, if any, of the claimant
and shall also set forth in full detail the basis of the claim and the
claimant's chain of title thereto.

(d) In such proceeding the presumptions set forth in section
twelve hundred one of this chapter shall apply. The comptroller
shall be entitled to an examination before trial and discovery and
inspection in accordance with section twelve hundred nine of this
chapter.

(e) If the court, after hearing the testimony, shall find that such
claimant, or his predecessor in interest, would have been entitled to
any part of the escheated fund in the escheat p,'oceeding, it shall
enter a final order directing the comptroller to pay to him from he
abandoned property fund an amount equal to that part of such
eseheated fund to which he would have been so entitled, provided
such amount shall have been collected and received by the comp-
troller, without interest and costs.

§ 1407. Payment by state comptroller. Any claim which is
allowed by the state comptroller or ordered to be paid by him by a
court of competent jurisdiction pursuant to the provisions of section
fourteen hundred six, together with such costs and disbursements as
may be allowed by the court, shall be paid out of the abandoned
property fund and the comptroller shall not be liable in any action
for any claim paid by him in good faith. There shall be deducted
by the state comptroller from any claim allowed or the amount, other
than costs and disbursements allowed by the court, of any claim
ordered to be paid by him by a court of competent jurisdiction, one
per cent, but in no event less than three dollars, from any such pay-
ment as a service charge, and such amount shall remain in the
abandoned property fund.

If during any session of the legislature there are insufficient
moneys in the abandoned property fund to pay all claims which have
been allowed by the state comptroller or ordered to be paid by him
by a court of competent jurisdiction, the state comptroller shall so
certify to the legislature, which shall appropriate from the general
fund to the abandoned property fund an amount sufficient to pay
such clain.
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§ 1408. Verification. Any report required to be verified by this
chapter shall be verified, if made by a person by such person, if
made by u partnership by one of the members thereof, if made by
an unincorporated association or private corporation by the presi-
dent or by a vice-president and one other principal officer thereof,
and if made by a public corporation by the chief fiscal officer
thereof.

§ 1409. Payment for publication. Any amount paid by a person
to a newspaper or newspapers for any publication of names as
required by this chapter shall be charged pro rata against all
abandoned property held or owing by such person at the time
of such publication, except abandoned property of individual
amounts of less than ten dollars.

§ 1410. Designation of newspapers. Any notice required by this
chapter shall he published in such newspapers as shall be desig-
nated by the state comptroller, except that in no case shall a notice
be published in a newspaper other than one specified in the section
requiring smch publication.

§ 1411. Waiver of publication. The state comptroller may waive
the publication of any notice required by this chapter, except a
notice required by section fourteen hundred two, whenever in his
opinion the cost of publishing such notice would be unreasonable in
relation to the amount of abandoned property.

§ 1412. Penalty for failure to report or file. Any person failing
to make any report or to file any affidavit required by this chapter
shall forfeit to the people of the state the sum of one hundred
dollars for each day such report or affidavit shall be delayed or
withheld, except that the state comptroller may extend the time
for making any such report or filing any such affidavit and may
waive the payment of any penalty or part thereof provided for by
this section.

§ 1413. Penalty for fraudulent returns. The making of a willful
false oath in any report required under the provisions of this chap-
ter shall be perjury and punishable as such according to law.

ARTICLE XV

LAWS R EPEALED; CONSTITUTIONALITY; EFFECTIVE DATE

Section 1500. Laws repealed.
1501. Constitutionality.
1502. Effective date.

Laws § 1500. Laws repealed. Of the laws enumerated in the schedule
rejpwtled. annexed to this chapter, that portion specified in the last column

is hereby repealed.
§ 1501. Constitutionality. If any part, provision or section of

this chapter, or the application of any such part, provision or sec-
tion in any particular respect, shall be adjudged by any court of
(.onpelent jurisdiction to be unconstitutional or ineffective in
whole or in part, such judgment shall be confined in its operation
to the particular provision or section or application directly
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involved in the controversy in which such judgment shall have
been rendered and shall not affect, impair or invalidate the remain-
der of such provisions or sections or their application in other
respects; and to the extent that such provisions or sections are
not unconstitutioual or ineffective, they shall remain in full force
and effect.

§ 1502. Effective date. This chapter shall take effect June first, 1.:,,,cti,.
June 1,nineteen hundred forty-four, 104..

Sclhedule.SCHEDULE OF LAWS REPEALED
Lawsof

1909 ........
1909 ........
1909 ........
1911 ........
1912 ........
1920 ........

1928 ........

1934 ........
1935 ........

1936 ........
1937 ........

1937 ........
1938 ........

1938 ........
1938 ........
1938 ........

1939 ........
1939 ........
1939 ........
1940 ........
1940 ........

1940 ........
1940 ........
1940 ........
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CHAPTER 698
AN ACT to amend the state finance law, the abandoned property law, the

correction law, the mental hygiene law and the social welfare law, in
relation to certain unclaimed personal property

Became a law April 23, 1943, with the approval of the Governor. Pa.fed,
three-fifths being present

The People of the State of New York, represented in Senate and Assembly,
do enact as follows:

Now Section 1. Chapter five hundred ninety-three of the laws of
ad1ed. nineteen hundred forty, entitled "An act in relation to stateadded.

finance, constituting chapter fifty-six of the consolidated laws,"
is hereby amended by inserting a new section, to be section one
hundred twenty-eight, to read as follows:

§ 128. Disposition of unclaimed personal property. 1. Any per.
sonal property, and any interest or increments accruing thereon,
belonging or credited to a person in any institution under the
jurisdiction of the department of social welfare, the department
of health, the department of mental hygiene or the department of
correction, who shall have been discharged from such institution
or who shall have died or escaped before discharge or before
termination of sentence, which is in the custody of the proper
officer of such institution, shall, if unclaimed by such discharged
or escaped person or by the legal representative of such deceased
person for a period of six months after the discharge, decease or
escape of such person, be fully inventoried and a copy of such
inventory shall be filed with the commissioner of the department
having jurisdiction over such institution and with the state
comptroller.

2. Any such personal property consisting of money or intangible
property shall be paid or delivered forthwith, by such officer, to
the state comptroller pursuant to the provisions of section thirteen
hundred four of the abandoned property law.

3. Such commissioner shall cause any such property consisting
of tangible personal property, other than money, except such prop-
erty as such commissioner may determine to be valueless or of such
little value that the probable proceeds of a sale thereof would
be less than the cost of such sale, which property may be ordered
destroyed by such commissioner, to be sold at public or private
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UNIFORM DISPOSITION OF UNCLAIMED PROPERTY ACT 

PREF A TORY NOTE 

Uniform and comprehensive state legislation dealing v1ith the dispo
sition of unclaimed property should fill a very real need. Present statu
tory provisions on the subject are exceedingly diverse in character and 
are often not '\vell formulated. l\fost states already have statutes deal
ing ,,·ith the disposition of unclaimed tangible personal property, the 
abandonment of which is a more or less obvious fact. In addition, a 
considerable number of states have statutes dealing with the disposition 
of unclaimed bank deposits. However, only ten states have adopted 
really comprehensive legislation covering the entire field of unclaimed 
property. They are: Arkansas, Connecticut, Kentucky, l\fassachusetts, 
Michigan, New Jersey, New York, North Carolina, Oregon, and Penn
sylvania. Several other states have, however, currently manifested in
terest in adopting comprehensive legislation on the subject. If the 
Uniform Disposition of Unclaimed Property Act serves to promote a 
fair and adequate treatment of the subject in state legislation, a good 
cause will be served. 

In addition to the general desirability of symmetry in the law for 
the benefit of persons doing business in more than one state, there is 
at least one especially important reason for uniform legislation on the 
subject. Two recent decisions of the United States Supreme Court, 
Connecticut l\futual Insurance Co. v. l\foore, 333 U.S. 541, 92 L. Ed. 
863 (1947) and Standard Oil Co. v. New Jersey, 341U.S.428, 95 L. Ed. 
1078 (1951), (both of which are explained more fully in the commen
tary to Section 10) reveal that a troublesome problem of multiple 
liability for the holder of unclaimed property arises in case two or 
more states, each having jurisdiction over such property, enact statutes 
dealing with the subject. If two such statutes cover the same items of 
property, and if each state seeks to exercise its jurisdiction, it becomes 
likely that the holder may be subjected to double, or, perhaps, even 
more extensive liability for funds in its custody. Or, even though the 
statutes are so framed as to avoid multiple liability, a "race of dili
gence" between states haYing jurisdiction may ensue, with each state 
trying to reach the funds first. In the 1947 decision in Connechcut 
Jfutual Insurance Co. v .. Moore, the United States Supreme Court held 
that the state of New York may take possession of unclaimed funds 
due on insurance policies issued to persons in the state of New York, 
eYen though the imurance company holder of the funds is domiciled in 
another state. Jurisdiction is based upon the relationship of the policy 
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holders to the state. Later, in 1951 in the Standard Oil Company case, 
the Court upheld the right of the state of :Ne\v Jersey, the domicile oi 
the company, to escheat stock and stock dividends belonging to resi
dents of the state of Ne\v York. So jurisdiction can also be based upon 
the domicile of the holder. These tvvo decisions vie\ved together reveal 
the possibilities of multiple liability. Moreover, since federal concepts 
of jurisdiction may not preclude multiple liability, it is especially 
proper and desirable to resort to a uniform state act providing reci
procity. The Uniform Act here submitted deals specifically with this 
problem. 

The Uniform Act is custodial in nature,-that is to say, it does not 
result in the loss of the owner's property rights. The state takes cus
tody and remains the custodian in perpetuity. Although the actual 
possibility of his presenting a claim in the distant future is not great, 
the owner retains his right of presenting his claim at any time no 
matter how remote. State records will have to be kept on a permanent 
basis. In this respect the measure differs from the escheat type of 
statute, pursuant to which the right of the O\vner is foreclosed and the 
title to the property passes to the state. Not only does the custodial 
type of statute more adequately preserve the owner's interests, but, in 
addition, it makes possible a substantial simplification of procedure. 

The Act, which consists of thirty-two sections, commences with the 
usual section on definitions. This is followed by Sections 2 through 9 
devoted to defining and describing the circumstances under which var
ious classes of property are to be presumed abandoned under the Act. 
Separate sections deal with property held or owing by banks or other 
financial organizations, insurance corporations, public utilities, other 
business associations, trustees in corporate dissolution proceedings, 
fiduciaries, and state courts and other public agencies. Section 9 is an 
omnibus section covering all other items held or owing "in the ordinary 
course of the holder's business." Thereafter comes Section 10 which 
may be regarded as a key section in the Act, for it contains the pro
visions which preclude the possibility of multiple liability being im
posed upon the holder of unclaimed property who happens to be subject 
to the jurisdiction of two or more states. The remaining sections, 11 
through 32, deal principally with procedural matters, including the 
reporting of unclaimed property, the giving of notice to owners, pay
ment into the custody of the state and various provisions pursuant to 
which the owner may subsequently present his claim to the state and 
recover his property. 

The Uniform Disposition of Unclaimed Property Act, if adopted by 
the states, will serve to protect the interests of owners, to relieve the 
holders from annoyance, expense and liability, to preclude multiple 
liability, and to give the adopting state the use of some considerable 
sums of money that otherwise would, in effect, become a windfall to 
the holders thereof. 
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UNIFORM DISPOSITION OF UNCLAIMED PROPERTY ACT 

AN ACT RELATING TO THE DISPOSITION OF UNCLAIMED PROPERTY Al'\D 
MAKING UNIFORM THE LAW WITH REFERENCE THERETO 

1 SECTION 1. [ Definiti'ons and Use of Tenns.] As used in this act, 
2 unless the context otherwise requires: 
3 (a) "Banking organization" means any bank, trust company, 
4 savings bank [industrial bank, land bank, safe deposit company,] 
5 or a private banker engaged in business in this state. 
6 (b) "Business association" means any corporation (other than 
7 a public corporation), joint stock company, business trust, part-
8 nership, or any association for business purposes of two or more 
9 individuals. 

10 (c) "Financial organization" means any savings and loan asso-
11 ciation, building and loan association, credit union, [cooperative 
12 bank] or investment company, engaged in business in this state. 
13 ( d) "Holder" means any person in possession of property sub-
14 ject to this act belonging to another, or who is trustee in case of a 
15 trust, or is indebted to another on an obligation subject to this 
16 act. 
17 (e) "Life insurance corporation" means any association or cor-
18 poration transacting within this state the business of insurance 
19 on the lives of persons or insurance appertaining thereto, including, 
20 but not by way of limitation, endO"\Vments and annuities. 
21 (f) "Owner" means a depositor in case of a deposit, a beneficiary 
22 in case of a trust, a creditor, claimant, or payee in case of other 
23 choses in action, or any person having a legal or equitable interest 
24 in property subject to this act, or his legal representative. 
25 (g) "Person" means any individual, business association, gov-
26 ernment or political subdivision, public corporation, public author-
27 ity, estate, trust, two or more persons having a joint or common 
28 interest, or any other legal or commercial entity. 
29 (h) "Utility" means any person ·who owns or operates within 
30 this state, for public use, any plant, equipment, property, fran-
31 chise, or license for the trammif:'sion of communications or the 
32 production, storage, transmission, sale, delivery, or furnishing of 
33 electricity, '\vater, steam, or gas. 

1 SECTION 2. [Property Held by Banking or Financ,ial Organiza-
2 tions.] The following property held or owing by a banking or 
3 financial organization is presumed abandoned: 

138 

App. 670



6 
-
I 

(a) Any demand, sa\:mgs, or matured time deposit made in 
this state with a banking organization, together with any interest 
or dividend thereon, excluding any charges that may lawfully be 
\\·ithheld, unless the owner has, \\·ithin 8even years: 

9 

(1) Increased or decreased the amount of the deposit, or pre
sented the passbook or other similar evidence of the deposit for 

10 the crediting of interest; or 
11 
12 

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

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

15 (b) Any funds paid in this state tmvard the purchase of shares 

16 or other interest in a financial organization [or any deposit made 
17 there,vith in this state], and any interest or dividends thereon, 
18 excluding any charges that may lavvfully be withheld, unless the 
19 
20 
21 
22 
23 
24 
25 
26 

27 

28 

owner has within seven years: 

( 1) Increased or decreased the amount of the funds [or de
posit], or presented an appropriate 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 organi
zation. 

( c) Any sum payable on checks certified in this state or on 
29 written instruments issued in this state on which a banking or 
30 financial organization is directly liable, including, by way of illus-
31 tration but not of limitation, certificates of deposit, drafts, and 
32 traveler's checks, that has been outstanding for more than seven 
33 years from the date it vvas payable, or from the date of its issuance 

34 

36 

if payable on demand, unless the owner has within seven years 
corresponded in \\Titing with the banking or financial organization 

concerning it, or otherwise indicated an interest as evidenced by 
37 a memorandum on file vvith the banking or financial organization. 

38 (cl) Any funds or other personal property, tangible or intangible, 
39 removed from a safe deposit box or any other safekeeping reposi-
40 tory [or agency or collateral deposit box] in this state on which 
H the lease or rental period has expired due to nonpayment of rental 
42 charges or other reason, or any surplus amounts arising from the 

43 sale thereof pursuant to law, that have been unclaimed by the 

44 owner for more than seven years from the date on which the lease 
-15 or rental period expired. 
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COMME~T 

Section 2(a) esiablishes the criteria for the presumption of abandonment of 
depo:oits held by banking organizations. Section 2(b) estabfo:hes similar criteria 
for fonds paid tmrnrd shares or other interests in financial organizations other 
than banks. Section 2(c) deals with other forms of obligations of both banking 
and financial organizations, and Section 2(d) coYers the contents of safe deposit 
boxes and other deposit arrangements. In each in:::tance the juri:::dictional test for 
presumption of abandonment within the enacting state beur::: direct relation:::hip to 
ennts taking place within that :::tate. e.g., deposits "made in this state," fund::: 
"paid in this state," written instrnments "issued in this state," property removed 
from safe deposit boxes "in this state." These qualifications are explicitly included 
both for the legal reason that there must be a jurisdictional basis for the claiming 
of the property within the state, and alw for the practical rea:::on that the presence 
of the eYents ·within the state means that the conYenience of various parties in 
interest will be best serYed in this way. 

Including both the states haYing general abandoned property laws, and others 
that deal only with certain speeific items of property, some 36 states now haYe 
legislation designed to capture dormant bank deposits (See Garrison, "Escheats, 
Abandoned Property Acts. and their Rennne Aspeets," 35 Ky. L.J. 302 (1947)). 
Section 2 parallel:::: Section 300 of the :\ ew York Abandoned Property Law ·which 
is a general statute, and more or less similar provisions are found in the legislation 
of Arizona, California, Connecticut, Kentucky, Louisiana, Massachusetts, Michi
gan, Minnesota, North Carolina, and PennsylYania. 

Comment should be made concerning the seYen-year period, the lapse of which 
gi,·es rise to the presumption of abandonment. This period is used throughout the 
l"niforrn Act and is applied to all types of riroperty subject to the Act. Ii is a 
fact, howeYer, that the Yarious Etates haYe adopted different time periods for this 
purpose. MoreoYer, in any single state different time periodE may be prescribed 
for different items of riroperty. Possibly differing business practices in Yarious 
parts of the country will indicate the desirability in some states of the utilization 
of a period other than seYen years in connection with at least some types of 
property. This may be especially the case with respect to saYings bank deposits, 
for in many states it may be deemed desirable to allow more than seYen years, 
and perhaps allow a longer period of dormaney for such deposits than is allowed 
in connection with other items of unclaimed property. Each state may adjust the 
time period to its own needs, and although a seYen-year period seems reasonably 
satisfactory for most purposes for most parts of the country, the benefits of this 
Uniform Act, particularly the benefits of the reciprocal proYisions of Section 10. 
will in no way be diminished by 1 he substitution of some other time period if 
deemed more satisfactory in Yiew of the local practices. 

Comment should also be made eoncerning the reference to "deposits" in Sec
tion 2(b). :Normally financial organizations, as that term iE defined in this Act, do 
not receiYe deposits, but instead they receiYe funds for the purchase of shares. 
Howenr, in some states such funds are in fact referred to as ''deposits" in the 
pertinent statutes. Therefore the word is included in Section 2(b), but is set 
forth in brackets to indi<:ate that it may be eliminated in any state where it is 
inapplicable. 

1 SECTION" 3. [Un elm.med Funds H cld by Life Insurance Cor-
2 pora6ons.] 
3 (a) rnclaimed funds, as defined in this section, held and mring 
4 by a life insurance corporation shall be presumed abandoned if the 
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6 
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9 

10 
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12 
13 
14 
1.5 
16 
17 
18 
19 
20 
21 
22 
23 
24 
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~o 

26 
27 
28 
29 
30 

last known address, according to the records of the corporation. of 
the person entitled to the funds is 11·ithin this state. If a person 
other than the insured or annuitant is entitled to the funds and no 
address of such person is kno\vn to the corporation or if it is not 
definite and certain from the records of the corporation ·what per
son is entitled to the funds, it is presumed that the last knmn1 
address of the person entitled to the funds is the same as the last 
known address of the insured or annuitant according to the records 
of the corporation. 

(b) ''Gnclaimed funds," as used in this section, means all 
moneys held and owing by any life insurance corporation un
claimed and unpaid for more than seven years after the moneys 
became due and payable as established from the records of the 
corporation under any life or endowment insurance policy or an
nuity contract which has matured or terminated. A life insurance 
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 
clue and payable if such policy was in force ·when the insured 
attained the limiting age under the mortality table on ·which the 
reserve is based, unless the person appearing entitled thereto has 
within the preceding seven years, ( 1) assigned, reaclj usted, or paid 
premiums on the policy, or subjected the policy to loan, or (2) 
corresponded in writing \Yith the life insurance corporation con
cerning the policy. ::\foneys othenvise payable according to the 
records of the corporation are deemed clue and payable although 
the policy or contract has not been surrendered as required. 

Co:.1MENT 

Section 3, dealing with uncl::timed funds held by insurance companies, establi:-;hcs 
us the jurisdictional test for the purposes of the Section the fact that "the last 
known address, according to the records of the corporation, of the person entitled 
to the funds is within this state." For perfectly practical reasons this test differs 
in coverage from that applied under Section 2 to deposits in bunks and also under 
Section 5 to undistributed cfo·idcnds of corporations. In genera!, insurance com
panies qualify and are authorized to \Vrite insurance in many 01· most of the states 
of the Union. Therefore, jurisdiction o\·er such companies as holders of unclaimed 
property is normally \Yide-spreud throughout the country, thus permitting and 
suggesting differentiation from ordinary business or industrial corporations and 
also from banking organizations. Indeed, reliance upon the state of incorporation 
or principal place of bu:::iness oi the insurance company to take custody of un-
claimed property would be most undesirable, both for the reason that it would 
concentrate the udministrati,-e burdens in the few states that incorporate most of 
the insurance companies, and also because such reliance would result in the same 
few states obtaining the ti:-;e of the bulk of the uncl::timed funds regardless of the 
state of adclrc,;:s of the persons entitled thereto. The alternati,·e used in Section 3 
is preferable, and accordingly, juri"diction is conferred upon the state of the last 
recorded address of the per'3on entitled. This practice has been adopted in the 
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states \vhich lw. Ye most recently enacted legislation of this nature, notably Con
necticut, Massachusett:-:, ~ orth Carolina, and Pennsylvania. 

1 SECTIOK 4. [Deposits and Refunds Held by ·ctilities.] The 
2 follmring funds held or m11ing by any utility are presumed 
3 abandoned: 
4 (a) Any deposit made by a subscriber with a utility to secure 
5 payment for, or any sum paid in advance for, utility services to be 
6 furnished in this state, less any Javdul deductions, that has re-
7 mained unclaimed by the person appearing on the records of the 
8 utility entitled thereto for more than seven years after the ter-
9 mination of the services for ·which the deposit or advance payment 

10 was made. 
11 (b) Any sum '\\'hich a utility has been ordered to refund and 
12 ·which ·was received for utility services rendered in this state, to-
13 gether \vith any interest thereon, Jess any lawful deductions, that 
14 has remained unclaimed by the person appearing on the records 
15 of the utility entitled thereto for more than seven years after the 
16 date it became payable in accordance with the final determination 
17 or order providing for the refund. 

Co::vie\1EKT 

Section 4, dealing with deposits and refunds held by public utilities, establishes 
as the jurisdictional test the fact that the deposit has been made or the refund has 
been ordered with respect to utility sen-ices "furnished in this state." A question 
naturally arises in connection with the utility which does business in two or more 
states and collects advances or is required to pay refunds in each of the states 
concerned. Suppose one or more states fail to enact abandoned property legi:-
lation. Should the state of incorporation of the utility be empowered to take 
custody of the windfall in the event other states do not do so? 

In answering this question account must be taken of the administratiYe incon
venience to the state of incorporation if it is obliged to undertake the adnrtising, 
mailing of notices. accounting, etc., for unclaimed funds due to persons who re
ceived utility sen·ice in other jurisdictions. Moreover, account must be taken of 
the inconvenience to customers in other states who would be compelled to seek 
their unclaimed funds from the State Treasurer of a state other than that of their 
residence. Furthermore, recognizing the desirability of aYoiding a windfall b>' the 
utility, there is ne,·ertheless a certain lack of equity in the acquisition of funds by 
a state other than that in which the sen-ices were rendered. ·weighing these sev
eral com:iderations, and proceeding on the a:-sumption that legislation of ihc 
nature of the Unclaimed Property Act will be widely adopted, it seem:- de;;:irable 
to base the jurisdictional test in this section upon the fact of rendir ion of the 
sen·ices "within the state." This has been done in Section 4. 

1 SECTJOK 5. [Undistributed Dividends and Distributions of Busi-
2 ness Associations.] Any stock or other certificate of 01n1ership, or 
3 any dividend, profit~ distribution, interest, payment on principal, 
4 or other mm held or owing by a business aEsoriation for or to a 
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a shareholder, certificate holder, member, bondholder, or other se-
6 curity holder, or a participating patron of a cooperative, \Vho has 
7 not claimed it, or corresponded in writing with the business associ-
8 ation concerning it, within seven years after the date prescribed for 
9 payment or delivery, is presumed abandoned if: 

10 (a) It is held or ovving by a business association organized 
11 under the laws of or created in this state; or 
12 (b) It is held or owing by a business association doing business 
13 in this state, but not organized under the la\VS of or created in this 
14 state, and the records of the business association indicate that the 
15 last knmvn address of the person entitled thereto is in this state. 

COMMENT 

This section deals with ordinary business and industrial corporations, and their 
stock and dividends. A corporation may be incorporated and do business in but 
a single state and at the same time its stock may be owned by residents of many 
states. Such other states would have no jurisdiction over the corporation such 
as to permit it to compel reporting unclaimed dividends and delivering custody 
of property. Hence, for want of a better solution and to pre\cent a windfall to the 
corporation, the state of incorporation must assume jurisdiction, unless through 
the effect of the reciprocal clause in Section 10 its jurisdiction is precluded by 
virtue of the fact that another state in which the stockholder has his last known 
address also has jurisdiction over the corporation. Accordingly, a dual jurisdic
tional test is set up in Section 5 and reliance is placed upon the reciprocal clause 
of Section 10 to prevent multiple liability. 

1 SECTION 6. [Property of Business Associations and Banking or 
2 Financial Organizations Held in Course of Dissolution.] All in-
3 tangible personal property distributable in the course of a volun-
4 tary dissolution of a business association, banking organization, or 
5 financial organization organized under the la\vs of or created in 
6 this state, that is unclaimed by the o\vner within two years after 
7 the elate for final distribution, is presumed abandoned. 

1 SECTION 7. [Property Held by Fiduciaries.] All intangible per-
2 sonal property and any income or increment thereon, held in a 
3 fiduciary capacity for the benefit of another person is presumed 
4 abandoned unless the owner has, \Vi thin seven years after it be-
5 comes payable or distributable, increased or decreased the prin-
6 cipal, accepted payment of principal or income, corresponded in 
7 writing concerning the property, or otherwise indicated an interest 
8 as evidenced by a memorandum on file with the fiduciary: 
9 (a) If the property is held by a banking organization or a 

10 financial organization, or by a business association organized un-
11 cler the laws of or created in this state; or 
12 (b) If it is held by a business association, doing business in this 
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13 state, but not organized under the lav1'S of or created in this state, 
14 and the records of the business association indicate that the last 
15 knovm address of the person entitled thereto is in this state; or 
16 (c) If it is held in this state by any other person. 

1 SECTION 8. [Property Held by State Courts and Public Officers 
2 and Agendes.] All intangible personal property held for the mvner 
3 by any court, public corporation, public authority, or public officer 
4 of this state, or a political subdivision thereof, that has remained 
5 unclaimed by the ovrner for more than seven years is presumed 
6 abandoned. 

1 SECTION 9. [ 111iscellaneous Personal Property Held for Another 
2 Person.] All intangible personal property, not otherwise covered 
3 by this act, including any income or increment thereon and de-
4 ducting any lawful charges, that is held or mving in this state in 
5 the ordinary course of the holder's business and has remained 
6 unclaimed by the O\\'ner for more than seven years after it became 
7 payable or distributable is presumed abandoned. 

COMMENT 

Section 9 is the omnibus section covering all other intangible perrnnal property 
not otherwise covered by the more specific proYisions of the Act. It should be 
noted that to be subject to the section the property must be held or owing in the 
"ordinary course of the holder's business in this state." A wide variety of items 
will be embraced under this section, including, by way of illustration, money, 
stocks, bonds, certificates of membership in corporations, securities, bills of ex
change, deposits, interest, dividends, income, amounts due and payable under the 
terms of insurance policies not coYered by Section 4, pension trm:t agreements, 
profit-sharing plans, credit balances on paid wages, security deposits, refunds, 
funds deposited to redeem stocks, bonds, coupons and other securities, or to make 
a distribution thereof, together with any interest or increment thereon. If desired, 
these specific items could readily be written into Section 9 itself, thus perhaps 
adding to clarity and ready understanding of the coverage of the section, although 
necessarily at the expense of brevity. 

1 SECTION 10. [Reciprocity for Property Presumed Abandoned or 
2 Eschwted Under the Lau·s of Another State.] If specific property 
3 \vhieh is subject to the provisions of sections 2, 5, 6, 7, and 9 is 
4 held for or mred or distributable to an ovrner whose last knovm 
5 address is in another state by a holder who is subjeet to the juris-
6 dietion of that state, the speeific property is not presumed aban-
7 doned in this state and subjeet to this act if: 
8 (a) It may be claimed as abandoned or escheated under the laY\'S 
9 of such other state; and 

10 (b) The lmvs of such other state make reciprocal provision that 
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11 similar specific property is not presumed abandoned or eschcatable 
12 by such other state \Vhen held for or owed or distributable to an 
13 owner whose last known address is within this state by a holder 
14 who is subject to the jurisdiction of this state. 

This is a key section of the Act. If two states, each having contact with the 
transaction, ha\·e each adopted the .\ct, the jurisdictional te:-'t becomes the last 
knmvn address of the owner. Accordingly, if the holder is within the jurisdiction 
of the state of last known address, that state takes custody of the unclaimed funds 
regardless of the domicile of the holder. To illustrate, if a corporation is domi
ciled in state A but does business in both state A and state B, and if it owes 
dividends to a person whose last known address is in state B, then without the 
benefit of Section 10 both states A and B could demand custody of the unclaimed 
dividends-state A on the basis of corporate domicile, and state B on the basis of 
the last known address of the person entitled. However, if Section 10 is adopted 
in both states, the state of domicile of the corporation would relinquish custody 
because ( 1) the last known address of the owner is in state B, (2) the holder is 
subject to the jurisdiction of state B, (3) the dividends are claimed as abandoned 
property by state B, and (4) the laws of state B contain the reciprocal provision. 

Thus the reciprocal provision serTes to avoid the problems of multiple liability 
and the "race of diligence" made pos:Sible by the decisions in Connecticut Jhlltlal 
Insurance Co. v. Moore, 333 U.S. 541, 92 L. Ed. 863 (1946) and Standard Oil Co. 
v. New Jersey, 341 U.S. 428, 95 L. Ed. 10i8 (1951). The:Se problems are surely 
going to arise when two or more states claim the property under their respective 
unclaimed property statutes if no such reciprocity provision is available. 

It :Should be noted that Section 10 doe:S not apply to unclaimed property cov
ered by Section 3 (in:Surance companie:S), Section 4 (public utilities), and Section 
8 (property held by state court:S and public officers) for the reason that in each of 
these instances practical consideratiom ha \·e resulted in limiting the jurisdiction 
in such manner as to preclude the possibility of multiple state j uri:Sdiction. 

1 SECTION 11. [Report of Abandoned Property.] 
2 (a) Every person holding funds or other property, tangible or 
3 intangible, presumed abandoned under this act shall report to the 
4 [State Treasurer] with respect to the property as hereinafter 
5 provided. 
6 (b) The report shall be verified and shall include: 
7 (1) The name, if known, and last known address, if any, of 
8 each person appearing from the records of the holder to be the 
9 owner of any property of the value of [$3.00] or more presumed 

10 abandoned under this act; 
11 (2) In case of unclaimed funds of life insurance corporations, 
12 the full name of the insured or annuitant and his last known ad-
13 dress according to the life insurance corporation's records; 
14 (3) The nature and identifying number, if any, or description 
15 of the property and the amount appearing from the records to be 
16 due, except that items of value under [$3.00] each may be reported 
17 in aggregate; 
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18 ( 4) The date 1:rhen the property became payable, dernand-
19 able, or returnable, and the date of the last transaction v.'ith the 
20 owner 1:rith respect to the property; and 
21 (5) Other information which the [State Treasurer] prescribes 
22 by rule as necessary for the administration of this act. 
23 (c) If the person holding property presumed abandoned is a 
24 successor to other persons vvho previously held the property for 
25 the owner, or if the holder has changed his name while holding 
26 the property, he shall file with his report all prior knm\·n names 
27 and addresses of each holder of the property. 
28 ( d) The report shall be filed before November 1 of each year as 
29 of June 30 next preceding, but the report of life insurance corpora-
30 tions shall be filed before May 1 of each year as of December 31 
31 next preceding. The [State Treasurer] may postpone the reporting 
32 date upon vvritten request by any person required to file a report. 
33 ( e) If the holder of property presumed abandoned under this 
34 act knmvs the ·whereabouts of the owner and if the owner's claim 
35 has not been barred by the statute of limitations, the holder shall, 
36 before filing the annual report, communicate 1vith the ovrner and 
37 take necessary steps to prevent abandonment from being pre-
38 sumed. The holder shall exercise due diligence to ascertain the 
39 1vhereabouts of the owner. 
40 (f) Verification, if made by a partnership, shall be executed by 
41 a partner; if made by an unincorporated association or private 
42 corporation, by an officer; and if made by a public corporation, by 
43 its chief fiscal officer. 
44 (g) The initial report filed under this act shall include all items 
45 of property that vrnuld have been presumed abandoned if this act 
46 had been in effect during the ten year period preceding its effective 
47 date. 

1 SECTION 12. [Notice and Publfration of Lists of Abandoned 
2 Property.] 
3 (a) 'Vithin [120] days from the filing of the report required by 
4 section 11, the [State Treasurer] shall cause notice to be published 
5 at least once each week for two successive 1veeks in an English 
6 language newspaper of general circulation in the county in this 
7 state in which is located the last knmrn address of any person to 
8 be named in the notice. If no address is Ested or if the address is 
9 outside this state, the notice shall be published in the county in 

10 ·which the holder of the abandoned property has his principal place 
11 of business 1vithin this state. 
12 (b) The published notice shall be entitled "Notice of Names of 
13 Persons Appearing to be 01Yners of Abandoned Property/' anct 
14 sh all contain: 
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15 (1) The names in alphabetical order and last known ad-
16 dresses, if any, of persons listed in the report and entitled to notice 
17 vvithin the county as hereinbefore specified. 
18 (2) A statement that information concerning the amount or 
19 description of the property and the name and address of the holder 
20 may be obtained by any person:3 posses:3ing an interest in the 
21 property by addressing an inquiry to the [State Treasurer]. 
22 (3) A statement that if proof of claim is not presented by the 
23 ovrner to the holder and if the mvner's right to receive the property 
24 is not established to the holder's satisfaction within [ 6.5] clays from 
25 the elate of the second publi:3hecl notice, the abandoned property 
26 will be placed not later than [ 85] days after such publication date 
27 in the custody of the [State Treasurer] to ·whom all further claims 
28 must thereafter be directed. 
29 ( c) The [State Treasurer] is not required to publish in such 
30 notice any item of less than [$25.00] unless he deems such publi-
31 cation to be in the public interest. 
32 (cl) \Vithin [120] days from the receipt of the report required 
33 by section 11, the [State Treasurer 1 shall mail a notice to each 
34 person having an address listed therein vd10 appears to be entitled 
35 to property of the value of [$25.00] or more presumed abandoned 
36 under this act. 
37 ( e) The mailed notice shall contain: 
38 (1) A statement that, according to a report filed with the 
39 [State Treasurer], property is being held to which the addressee 
40 appears entitled. 
41 (2) The name and address of the person holding the property 
42 and any necessary information regarding changes of name and 
43 address of the holder. 
44 (3) A statement that, if satisfactory proof of claim is not 
45 presented by the owner to the holder by the date specified in the 
46 published notice, the property will be placed in the custody of the 
47 [State Treasurer] to ·whom all further claims must be directed. 

COMMENT 

Every effort is made in the Uniform Act to minimize the expense of adminis
tration. Not only is there the provision in Section 11 which permits aggregate 
reporting of claims under $3.00 in amount, but Section 12 gives the State Treasurer 
authority to eliminate from the published notices any item of less than $25 unless 
he deems such publication to be in the public inteeest. And finally, notice need 
not be sent by mail to any person who is entitled to property of the value of less 
than $25. Furthermore, it should be noted that the notice published in any county 
will include only the names and addresses of the persons who are "entitled to 
notice within the county." In other words, it is not necessary to go to the expense 
of listing the names of all persons appearing entitled in each of the counties 
involved. 
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1 SECTlO:'.\ 13. [Paynient or Delivery of Abandoned Property.] 
2 Every person l"rho has filed a report as provided by Section 11 
3 shall ·within [20] days after the time specified in Section 12 for 
4 claiming the property from the holder pay or deliYer to the [State 
5 Treasurer] all abandoned property specified in the report, except 
6 that, if the mYner establishes his right to receive the abandoned 
7 property to the satisfaction of the holder v1ithin the time specified 
8 in Section 12, or if it appears that for some other reason the pre-
9 sumption of abandonment is erroneous, the holder need not pay or 

10 deliYer the property, 'vhich 'irill no longer be presumed abandoned, 
11 to the [State Treasurer], but in lieu thereof shall file a verified 
12 vYritten explanation of the proof of claim or of the error in the 
13 presumption of abandonment. 

1 SECTJO::\ 14. [Relief from. Liability by Pay11icnt or Delivery.] 
2 Upon the payment or delivery of abandoned property to the [State 
3 Treasurer], the state shall assume custody and shall be responsible 
4 for the safekeeping thereof. Any person who pays or delivers 
5 abandoned property to the [State Treasurer] under this act is 
6 relieved of all liability to the extent of the value of the property 
7 so paid or delivered for any claim l"rhich then exists or which 
8 thereafter may arise or be made in respect to the property. Any 
9 holder 'irho has paid moneys to the [State Treasurer] pursuant to 

10 this act may make payment to any person appearing to such 
11 holder to be entitled thereto, and upon proof of such payment and 
12 proof that the payee was entitled thereto, the [State Treasurer] 
13 shall forthwith reimburse the holder for the payment. 

1 SECTJOK 15. [Income Accruing After Payment or Delivery.] 
2 'Vhen property is paid or deliYered to the [State Treasurer] 
3 under this act, the ovrner is not entitled to receive income or other 
4 increments accruing thereafter. 

1 SECTJOX 16. [Periods of Vimdaf?°on Not a Bar.] The expiration 
2 of any period of time specified by statute or court order, during 
3 which an action or proceeding may be commenced or enforced to 
4 obtain payment of a claim for money or recovery of property, shall 
5 not prevent the money or property from being presumed aban-
6 cloned property, nor affect any duty to file a report required by 
7 this act or to pay or deliver abandoned property to the [State 
8 Treasurer]. 

CoMME~T 

Section 16 ireo3ts unclaimed property 3S rnbject to the Act eYen though the 
period of limitations has nm prior to date of pre:;:umed abandonment. A special 
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problem i.s presented that warrants careful consideration in relation to the local 
law in each state adO[Jting the Uniform Act. The following brier sLltcmcnt or the 
:tuthorities will be of service. 

The Supreme Court has held that, \v·here, under the local law as interpreted by 
t.he courts, title to re~Ll or personal property has not ''\·ested,'' the 1-!th Amendment 
is not violated by legislation re\·iving a cause o[ action alread:-· b:trrecl by the 
running of the statute of limitations. Campbell u. Holt, 115 U.S. 620. 2\l L. Ed. 
483 ( 1885) ; C ha8e Secttrities Corp. v. Donald-3on, 325 U.S. 304, 89 L. Ed. 1628 
(1944). However, there are a number of courts which haxe held that the defense 
of the statute of limitations creates a \·ested right and in that case it cannot be 
taken away by statute. See cases collected in notes entitled Power of Legislature 
to Revive a Right of Action Barred by Limitation. 36 A.L.R. 1316 (1924); 133 
A.L.R. 384 (1940). Comment, De,·elopments in the Law, Statutes of Limitations, 
63 Harv. L. Re\". 1177, 1178-1190 (1950). 

Illustrative of the problem is Standard Oil Co. v. New Jer-3ey, 5 N.J. 281 (1950), 
in which case the defendant raised the defense of the bar of limitations against 
an action of escheat brought by the state under its general unclaimed property 
law. The property involved consisted of unpaid stock di\·idends, slrnres of stock. 
unpaid wages, money withheld from \Vages toward purchase of liberty bonds, 
money held to pay checks issued by the corporation, and money owing on un
cashed bond coupons. The court stated that: 

"The principle is imbeclded in our jurisprudence that where a right of action 
has become barred under existing law, the statutory defense constitutes a 
vested right which is proof against legislati,·e impairment." 

Under the doctrine of escheat, the court said, the state merely succeeds to the 
rights of the owner. If such rights have been barred by the statute of limitations, 
the state has no cleri\·ative right because the owner has no right. Thus. the court 
concluded the state had no right to unpaid \vages, money owing on checks, and 
the money payable on the bond coupons. However, the court decided otherwise 
as to dividends on stock and money \vitbhelcl from wages for purchase of bonds, 
[or these, the court said, were in the nature of a trust against which the statute 
of limitations did not run. Thus the state \Vas enabled to escheat these items. 

The New Jersey Legislature has taken sction to avoid this decision by re,·ising 
its escheat law to provide that cash, di,·idends, interest, and wages owed by a 
corporation shall be presumed abandoned and deli\·ered to the custody of the 
state after being unclaimed for fiye years. instead of the pre\·ious period of 
fourteen years. The new period is shorter than the period of limitations. N. J. 
Stat., Sec. 2A:37-29 (1951). After two years of custody, the property is e.scheated 
to the state. Thus, the statute of limitations with a period exceeding fi,·e years 
will be no defense to an action against a corporation to escheat these items of 
property. 

Each state, in considering the adoption of the Uniform Act, must im·estigate 
its o\.vn law on the subject to determine \vhether the bar of the statute of limita
tions can be lifted. Oklahoma, for instance, appears to have a constitutional pro
hibition against revi\·ing a cause of action barred by the statute of limitations . 
. U in es v. Hogan, 79 Okla. 233, 192 Pac. 811 (1920). If the law of vesting is in 
accord with that of Ne\V Jersey, the solution used by that state may well be 
desired. Of course, in determining the question of policy, any state may conclude 
to permit the statute of limitations to serve as a defense. Kentucky has so decided, 
Ky. Rev. Stat. (1949), Sec. 393.110. In such case, the problem is eliminated by 
the holder becoming entitled to the property. 

Finally, it should be noted that, in connection with many types of abandoned 
property, the statute does not run during the period of inacti,·ity which gives rise 
to the presumption of abandonment. Thus where the claim is against a fiduciaiy, 
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as with some of the items inYolYed in Strn1dord Oil Co. 1.'. Seu· Jersey, .supra. or 
if "demand" is a condition of the owners' right to sue, as in the ease of utility 
deposits and certificates of deposit in banks (sec the Uniform Commercial Code, 
Sec. 3-108(2): "A cause of al'iion on a certificate of depo:;:it doc~ not al'<T11e until 
demand .... "), the problem of removing the bar of the statute will not arise. 
(See also Comment, Developments in the Law, Statutes of Limitations, ,,upm. 
pp. 1200 et seq., for general discus:;ion of when the statute begins to run.) In case 
of insurance policies, the obligation of the company is generally conditioned upon 
the submission of proof of death or other contingency. Thus it would seem the 
f'tatute would not begin to run until such proof was submitted. Bank depo:::its 
fall into a similar category. Thus it may well be that the bulk of abandoned 
property falls outside the scope of the statute of limitations problem. 

Finally, in connection with the remoYal of the bar of the statute of limitatiom', 
attention must be giYen to the fact that in connection with certain classes of 
business transactions, for example, so-called ''nominee dividends" in brokers' ac
counts, reliance may haYe been placed upon the bar of the statute of limitations 
and the holder of unclaimed property may have made distribution or otherwise 
utilized it in some manner which would result in severe prejudice if the bar of the 
:::tatute were later removed for the purposes of the unclaimed property law. In 
such instances it may pro,·e necessary to include an exception, either in this see
tion or else\vhere in the Aet avoiding hardship by precluding the arising of pre
sumption of abandonment in such cases. 

1 SEcTio~ 17. [Sale of Abandoned Property.] 
2 (a) All abandoned property other than money delivered to the 
3 [State Treasurer] under this act shall within one year after the 
4 delivery be sold by him to the highest bidder at public sale in 
5 "\vhatever city in the state affords in his judgment the most favor-
6 able market for the property involved. The [State Treasurer] 
7 may decline the highest bid and reoff er the property for sale if he 
8 considers the price bid insufficient. He need not offer any property 
9 for sale if, in his opinion, the probable cost of sale exceeds the 

10 value of the property. 
11 (b) Any sale held under this section shall be preceded by a 
12 single publication of notice thereof, at least [3] weeks in advance 
13 of sale in an English language nev.·spaper of general circulation in 
14 the county ·where the property is to be sold. 
15 ( c) The purchaser at any sale conducted by the [State Treas-
16 urer] pursuant to this act shall receive title to the property pur-
17 chased, free from all claims of the o-wner or prior holder thereof 
18 and of all persons claiming through or under them. The [State 
19 Treasurer] shall execute all documents necessary to complete the 
20 transfer of title. 

CoMME:'.\"T 

Because of the considerable number of eYents inYolYed it may proYe helpful 
to summarize the "time-table" for the disposition of unclaimed property. The 
steps are as follows: 

(1) Filfr1.g of report by holder, before NO\·ember 1, except that insurance com
panies file before May 1, Section 11 ( d). 
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(2) Pub/i.shing 110/icr, 120 days utter filing of report, Section 12(a). 
(3) Jlailing notice, 120 clays :ifter filing of report. Section 12(d). 
CO Period for 01c11u cloimiw; fwrn holder, 65 days irom the elate of the .. ;ccuwl 

published notice, Section 12(b)(:)). 
(.5) Delic·cru bu holdcT to ::itatc T1·cruo1uc1-, 20 day:; after expiration of period 

for claiming from holder. S;) day::; after date or tlie :0econd publi:0hed notice, Sec
tion 13. 

(6) Sale by .c:;late, within one year after delivery, Section 17. 
It should be noted thctt most of the time-table elates clre brncketecl, and hence 

they may be adj ustecl by any adopting state to the convenience of its own busi
ness and administrati\·c practices. 

1 SECTION 18. [Deposit of Funds.] 
2 (a) All funds received under this act, including the proceeds 
3 from the sale of abandoned property under section 17, shall forth-
4 with be deposited by the [State Treasurer] in the [general funds] 
5 of the state, [except that the [State Treasurer] shall retain in a 
6 separate trust fund an amount not exceeding [$25,000] from 'Vvhich 
7 he shall make prompt payment of claims duly allowed by him as 
8 hereinafter provided.] Before making the deposit he shall record 
9 the name and last knQ\.vn address of each person appearing from 

10 the holders' reports to be entitled to the abandoned property and 
11 of the name and last knmvn address of each insured person or 
12 annuitant, and with respect to each policy or contract listed in the 
13 report of a life insurance corporation, its number, the name of the 
14 corporation, and the amount due. The record shall be available 
15 for public inspection at all reasonable business hours. 
16 [ (b) Before making any deposit to the credit of the [general 
17 funds], the [State Treasurer] may deduct: (1) any costs in con-
18 nection with sale of abandoned property, (2) any costs of mailing 
19 and publication in connection with any abandoned property, and 
20 (3) reasonable service charges.] 

1 SECTION 19. [Claim for Abandoned Property Paid or Delivered. l 
2 Any person claiming an interest in any property delivered to the 
3 state under this act may file a claim thereto or to the pro-
4 ceeds from the sale thereof on the form prescribed by the [State 
5 Treasurer]. 

1 SECTION 20. [Determination of Claims.] 
2 (a) The [State Treasurer] shall consider any claim filed under 
3 this act and may hold a hearing and receive evidence concerning it. 
4 If a hearing is held, he shall prepare a finding and a decision in 
5 writing on each claim filed, stating the substance of any evidence 
6 heard by him and the reasons for his decision. The decision shall 
7 be a public record. 
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8 (b) [If the claim is allmn~d, the [State Treasurer] shall make 
9 payment fortlnvith.] The claim shall be paid ·without deduction for 

10 costs of notices or sale or for service charges. 

1 [SECTION 21. [Judicial Action 'upon Detenninations.] Any per-
2 son aggrieYed by a decision of the [State Treasurer] or as to whose 
3 claim the [State Treasurer] has failed to act "\vithin [90] days 
4 after the filing of the claim, may commence an action in the [dis-
5 trict] [circuit] court to establish his claim. The proceeding shall 
6 be brought within [90] days after the decision of the [State Treas-
7 urer] or '''ithin [180] days from the filing of the claim if the [State 
8 Treasurer] fails to act. The action shall be tried de novo v•ithout 
9 a jury.] 

1 SECTION 22. [Election to Take Paynient or Delivery.] The 
2 [State Treasurer], after recciYing reports of property deemed 
3 abandoned pursuant to this act, may decline to receive any prop-
4 erty reported which he deems to have a value less than the cost 
5 of giving notice and holding sale, or he may, if he deems it desir-
6 able because of the small sum i1wolYed, postpone taking possession 
7 until a rnfficient sum accumulates. Unless the holder of the 
8 property is notified to the contrary within [120] days after filing 
9 the report required under section 11, the [State Treasurer] shall be 

10 deemed to have elected to receive the custody of the property. 

1 SECTION 23. [Examination of Records.] The [State Treasurer] 
2 may at reasonable times and upon reasonable notice examine the 
3 records of any person if he has reason to believe that such person 
4 has failed to report property that should have been reported pur-
5 suant to this act. 

1 SECTION 24. [Proceeding to Compel Delivery of Abandoned 
2 Property.] If any person refuses to deliver property to the [State 
3 Treasurer] as required under this act, he shall bring an action in a 
4 court of appropriate jurisdiction to enforce such deliYery. 

1 SECTIO:'.'\ 25. [Penalties.] 
2 (a) Any person who wilfully fails to render any report or per-
3 form other duties required under this act, shall be punished by a 
4 fine of [$ ...... ] for each day such report is ·withheld, but not 
5 more than[$ ...... ]. 
6 (b) Any person who wilfully refuses to pay or deliYer abandoned 
7 property to the [State Trearnrer] as required under this act shall 
8 be punished by a fine of not less than [$ ...... ] nor more than 
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9 [$ ...... ], or imprisonment for not more than [ ...... ] months, 
10 or both, in the discretion of the court. 

1 SECTION 26. [Rule.:; and Regulations.] The [State Treasurer] is 
2 hereby authorized to make necessary rules and regulations to carry 
3 out the provisions of this act. 

1 SECTION 27. [Effect of Laics of Other States.] This act shall not 
2 apply to any prnperty that has been presumed abandoned or 
3 escheated under the la vvs of another state prior to the effective 
4 elate of this act. 

1 SECTION 28. [Se verability.] If any provi8ion of thi8 act or the 
2 application thereof to any person or circum8tances i8 held invalid, 
3 the invalidity shall not affect other provi8ions or application8 of 
4 the act vvhich can be given effect ·without the invalid provision or 
5 application, and to this end the provisions of thi8 act are severable. 

1 SECTION 29. [Uniformity of Interpretation.] This act shall be 
2 80 construed a8 to effectuate its general purpose to make uniform 
3 the law of those 8tates which enact it. 

1 SECTION 30. [Short Title.] This act may be cited as the Uniform 
2 Disposition of Unclaimed Property Act. 

1 SECTION 31. [Repeal.] [The following acts and parts of acts are 
2 hereby repealed: 
3 (a) 
4 (b) 
5 (c) .] 

1 
2 

SECTION 32. [Time of Taking Effect.] Thi8 act shall take effect 
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The Committee which acted for the Na ti on al Conference of Com
missioners on Uniform State Laws in preparing the Revised Uniform 
Disposition of Unclaimed Property Act was as follows: 

BEN F. SMALL, Indiana University School of Law, 102 West Michigan St., Indian-
apolis, Ind., Chairman. 

LOREN M. BOBBITT, Room 300 State Capitol Bldg., Springfield, ID. 
JosEPH McKEowN, 208 American Bldg., Coos Bay, Ore. 
WILLIAM J. PIERCE, University of Michigan Law School, Ann Arbor, Mich. 
GmsoN B. WITHERSPOON, Citizens National Bank Bldg., Meridian, Miss. 
DoN J. McCLENAHAN, 312 Simplot Bldg., Boise, Idaho, Chairman, Section D, 

Ex-0 ffecio. 

Copies of all Uniform Acts and other printed matter issued by the 
Conference may be obtained from 

NATIONAL CONFERENCE OF COMMISSIONERS ON 

UNIFORM STATE LAWS 

1155 East Sixtieth Street 
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REVISED UNIFORl\f DISPOSITION OF UNCLAIMED 
PROPERTY ACT 

PREFATORY NOTE 

Reason for Proposed Uniform Act 

Uniform and comprehensive state legislation dealing with the disposi
tion of unclaimed property should fill a very real need. Present 
statutory provisions on the subject are exceedingly diverse in character 
and are often not well formulated. Most states already have statutes 
dealing with the disposition of unclaimed tangible personal property, 
the abandonment of which is a more or less obvious fact. In addition, 
a considerable number of states have statutes dealing with the disposi
tion of unclaimed bank deposits. However, at the time the original 
Uniform Disposition of Unclaimed Property Act was approved by 
the Conference in 1954, only ten states had adopted really comprehen .. 
sive legislation covering the entire field of unclaimed property. They 
were: Arkansas, Connecticut, Kentucky, Massachusetts, Michigan, 
New Jersey, New York, North Carolina, Oregon, and Pennsylvania. 
However, several other states manifested interest in adopting compre
hensive legislation on the subject. In order to provide the states with 
an act that would promote a fair and adequate treatment of the subject, 
the Conference drafted and, in 1954, approved the Uniform Disposition 
of Unclaimed Property Act. This Act was subsequently adopted in 
Arizona, California, Florida, Idaho, Illinois, Montana, New Mexico, 
Oregon, Utah, Virginia, Washington, and West Virginia. 

Why Revision is Needed Now 

In the operation of the Uniform Disposition of Unclaimed Property 
Act of 1954 and similar acts, special problems have arisen concerning 
money orders and traveler's checks, particularly those issued by an 
organization not properly classified as a "banking or financial institu
tion." The Act was revised, therefore, to take care of these problems. 

Section 2 has been amended by adding to the persons covered by 
the section, the phrase "a business association." In subsection ( c) the 
phrase "money orders" is added to the types of sums payable and a 
special rule concerning the time at which abandonment is presumed is 
established for traveler's checks. For all property subject to the section, 
other than traveler's checks, seven years from the date payable raises 
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the presumption of abandonment but a longer period, 15 years from 
the date of issuance, is established for traveler's checks. 

Section 11 of the original Act, requiring a report by the holder of 
abandoned property, is amended to eliminate the requirement of report
ing the name and address of the owner with respect to "traveler's checks 
and money orders." Section 12 of the Act which required notice and 
publication of lists of abandoned property is also amended to eliminate 
traveler's checks and money orders from the requirement of publication 
of a list. Both of these amendments are necessary because of the 
inability of the issuer of money orders and traveler's checks to know 
who the holder is in most cases. 

Section 13 of the original Act obligating the holder of the sums to 
pay or deliver the abandoned property to the state is amended so that 
the obligation to pay is, in the case of traveler's checks or money 
orders, not tied to publication of the list but rather to the filing of the 
appropriate type of report. 

What the Act Does 

The Uniform Act is custodial in nature-that is to say, it does not 
result in the loss of the owner's property rights. The state takes cus
tody and remains the custodian in perpetuity. Although the actual 
possibility of his presenting a claim in the distant future is not great, 
the owner retains his right of presenting his claim at any time, no 
matter how remote. State records will have to be kept on a permanent 
basis. In this respect the measure differs from the escheat type of 
statute, pursuant to which the right of the owner is foreclosed and the 
title to the property passes to the state. Not only does the custodial 
type of statute more adequately preserve the owner's interests, but, in 
addition, it makes possible a substantial simplification of procedure. 

The Act, which consists of thirty-two sections, commences with the 
usual section on definitions. This is followed by sections 2 through 9 
devoted to defining and describing the circumstances under which var
ious classes of property are to be presumed abandoned under the Act. 
Separate sections deal with property held or owing by banks or other 
financial organizations, insurance corporations, public utilities, other 
business associations, trustees in corporate dissolution proceedings, 
fiduciaries, and state courts and other public agencies. Section 9 is an 
omnibus section covering all other items held or owing "in the ordinary 
course of the holder's business." Thereafter comes section 10 which 
may be regarded as a key section in the Act, for it contains the pro
visions which preclude the possibility of multiple liability being im
posed upon the holder of unclaimed property who happens to be subject 
to the jurisdiction of two or more states. The remaining sections, 11 
through 32, deal principally with procedural matters, including the 
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reporting of unclaimed property, the giving of notice to owners, pay
ment into the custody of the state and various provisions pursuant to 
which the owner may subsequently present his claim to the state and 
recover his property. 

The Uniform Disposition of Unclaimed Property Act, if adopted by 
the states, will serve to protect the interests of owners, to relieve the 
holders from annoyance, expense and liability, to preclude multiple 
liability, and to give the adopting state the use of some considerable 
sums of money that otherwise would, in effect, become a windfall to 
the holders thereof. 

Why Uniformity Is Necessary 

In addition to the general desirability of symmetry in the law for 
the benefit of persons doing business in more than one state, there is 
at least one especially important reason for uniform legislation on the 
subject. Two recent decisions of the United States Supreme Court, 
Connecticut Mutual Insurance Co. v. Moore, 333 U.S. 541, 92 L. Ed. 
863 (1947) and Standard Oil Co. v. New Jersey, 341U.S.428, 95 L. Ed. 
1078 (1951), (both of which are explained more fully in the commen
tary to section 10) reveal that a troublesome problem of multiple 
liability for the holder of unclaimed property arises in case two or 
more states, each having jurisdiction over such property, enact statutes 
dealing with the subject. If two such statutes cover the same items of 
property, and if each state seeks to exercise its jurisdiction, it becomes 
likely that the holder may be subjected to double, or, perhaps, even 
more extensive liability for funds in its custody. Or, even though the 
statutes are so framed as to avoid multiple liability, a "race of dili
gence" between states having jurisdiction may ensue, with each state 
trying to reach the funds first. In the 1947 decision in Connecticut 
Mutual Insurance Co. v. Moore, the United States Supreme Court held 
that the state of New York may take possession of unclaimed funds 
due on insurance policies issued to persons in the state of New York, 
even though the insurance company holder of the funds is domiciled in 
another state. Jurisdiction is based upon the relationship of the policy 
holders to the state. Later, in 1951 in the Standard Oil Company case, 
the Court upheld the right of the state of New Jersey, the domicile of 
the company, to escheat stock and stock dividends belonging to resi
dents of the state of New York. So jurisdiction can also be based upon 
the domicile of the holder. These two decisions viewed together reveal 
the possibilities of multiple liability. Moreover, since federal concepts 
of jurisdiction may not preclude multiple liability, it is especially 
proper and desirable to resort to a uniform state act providing reci
procity. The Uniform Act here submitted deals specifically with this 
problem. 
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REVISED UNIFORM DISPOSITION OF 
UNCLAIMED PROPERTY ACT 

AN ACT RELATING TO THE DISPOSITION OF UNCLAIMED PROPERTY AND 
MAKING UNIFORM THE LAW WITH REFERENCE THERETO 

1 SECTION 1. [Definitions and Use of Terms.] As used in this Act, 
2 unless the context otherwise requires: 
3 (a) "Banking organization" means any bank, trust company, 
4 savings bank [industrial bank, land bank, safe deposit company], 
5 or a private banker engaged in business in this state. 
6 (b) "Business association" means any corporation (other than 
7 a public corporation), joint stock company, business trust, part-
8 nership, or any association for business purposes of two or more 
9 . individuals. 

10 (c) "Financial organization" means any savings and loan asso-
11 ciation, building and loan association, credit union, [cooperative 
12 bank] or investment company, engaged in business in this state. 
13 ( d) "Holder" means any person in possession of property sub-
14 ject to this Act belonging to another, or who is trustee in case of a 
15 trust, or is indebted to another on an obligation subject to this 
16 Act. 
17 (e) "Life insurance corporation" means any association or cor-
18 poration transacting within this state the business of insurance 
19 on the lives of persons or insurance appertaining thereto, including, 
20 but not by way of limitation, endowments and annuities. 
21 (f) "Owner" means a depositor in case of a deposit, a beneficiary 
22 in case of a trust, a creditor, claimant, or payee in case of other 
23 choses in action, or any person having a legal or equitable interest 
24 in property subject to this Act, or his legal representative. 
25 (g) "Person" means any individual, business association, gov-
26 ernment or political subdivision, public corporation, public author-
27 ity, estate, trust, two or more persons having a joint or common 
28 interest, or any other legal or commercial entity. 
29 (h) "Utility" means any person who owns or operates within 
30 this state, for public use, any plant, equipment, property, fran-
31 chise, or license for the transmission of communications or the 
32 production, storage, transmission, sale, delivery, or furnishing of 
33 electricity, water, steam, or gas. 
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1 SECTION 2. [Property Held by Banking or Financial Organiza-
2 tions or by Business Associations.] The following property held or 
3 owing by a banking or financial organization or by a business 
4 association is presumed abandoned: 
5 (a) Any demand, savings, or matured time deposit made in 
6 this state with a banking organization, together with any interest 
7 or dividend thereon, excluding any charges that may lawfully be 
8 withheld, unless the owner has, within 7 years: 
9 (1) increased or decreased the amount of the deposit, or pre-

10 sented the passbook or other similar evidence of the deposit for 
11 the crediting of interest; or 
12 (2) corresponded in writing with the banking organization 
13 concerning the deposit; or 
14 (3) otherwise indicated an interest in the deposit as evi-
15 denced by a memorandum on file with the banking organization. 
16 (b) Any funds paid in this state toward the purchase of shares 
17 or other interest in a financial organization [or any deposit made 
18 therewith in this state], and any interest or dividends thereon, 
19 excluding any charges "that may lawfully be withheld, unless the 
20 owner has within 7 years: 
21 (1) increased or decreased the amount of the funds [or de-
22 posit], or presented an appropriate record for the crediting of 
23 interest or dividends; or 
24 (2) corresponded in writing with the financial organization 
25 concerning the funds [or deposit] ; or 
26 (3) otherwise indicated an interest in the funds [or deposit] 
27 as evidenced by a memorandum on file with the financial organi-
28 zation. 
29 ( c) Any sum payable on checks certified in this state or on 
30 written instruments issued in this state on which a banking or 
31 financial organization or business association is directly liable, 
32 including, by way of illustration but not of lii:pitation, certificates 
33 of deposit, drafts, money orders, and traveler's checks, that, with 
34 the exception of traveler's checks, has been outstanding for more 
35 than 7 years from the date it was payable, or from the date of 
36 its issuance if payable on demand, or, in the case of traveler's 
37 checks, that has been outstanding for more than 15 years from 
38 the date of its issuance, unless the owner has within 7 years, or 
39 within 15 years in the case of traveler's checks, corresponded in 
40 writing with the banking or financial organization or business 
41 association concerning it, or otherwise indicated an interest as 
42 evidenced by a memorandum on file with the banking or financial 
43 organization or business association. 
44 ( d) Any funds or other personal property, tangible or intangible, 
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45 removed from a safe deposit box or any other safekeeping reposi-
46 tory [or agency or collateral deposit box] in this state on which 
4 7 the lease or rental period has expired due to nonpayment of rental 
48 charges or other reason, or any surplus amounts arising from the 
49 sale thereof pursuant to law, that have been unclaimed by the 
50 owner for more than 7 years from the date on which the lease 
51 or rental period expired. 

COMMENT 

Section 2(a) establishes the criteria for the presumption of abandonment of 
deposits held by banking organizations. Section 2(b) establishes similar criteria 
for funds paid toward shares or other interests in financial organizations other 
than banks. Section 2(c) deals with other forms of obligations of both banking 
and financial organizations, or business 883ociations, and section 2(d) covers the 
contents of safe deposit boxes and other deposit arrangements. In each instance 
the jurisdictional test for presumption of abandonment within the enacting state 
bears direct relationship to events taking place within that state, e.g., deposits 
"made in this state," funds "paid in this state," written instruments "issued in 
this state," property removed from safe deposit boxes "in this state." These 
qualifications are explicitly included both for the legal reason that there must be 
a jurisdictional basis for the claiming of the property within the state~ and also 
for the practical reason that the presence of the events within the state means 
that the convenience of various parties in interest will be best served in this way. 

Including both the states having general abandoned property laws, and others 
that deal only with certain specific items of property, some 36 states now have 
legislation designed to capture dormant bank deposits (See Garrison, "Escheats, 
Abandoned Property Acts, and their Revenue Aspects," 35 Ky. L.J. 302 (1947)}. 
Section 2 parallels section 300 of the New York Abandoned Property Law which 
is a general statute, and more or less similar provisions are found in the legislation 
of Arizona, California, Connecticut, Kentucky, Louisiana, Massachusetts, Michi
gan, Minnesota, North Carolina, and Pennsylvania. 

Comment should be made concerning the seven-year period, the lapse of which 
gives rise to the presumption of abandonment. This period is used throughout the 
Uniform Act and is applied to all types of property, with the exception of traveler's 
checks, subject to the Act. It is a fact, however, that the various states have 
adopted different time periods for this purpose. Moreover, in any single state 
different time periods may be prescribed for different items of property. Possibly 
differing business practices in various parts of the country will indicate the desir
ability in some states of the utilization of a period other than seven years in 
connection with at least some types of property. This may be especially the case 
with respect to savings bank deposits, for in many states it may be deemed 
desirable to allow more than seven years, and perhaps allow a longer period of 
dormancy for such deposits than is allowed in connection with other items of 
unclaimed property. Because of problems arising under the original Act, the Act 
is amended to provide a period of 15 years from date of issuance for traveler's 
checks before abandonment is presumed. Each state may adjust the time period 
to its own needs, and although a seven-year period, with 15 years for traveler's 
checks, seems reasonably satisfactory for most purposes for most parts of the 
country, the benefits of this Uniform Act, particularly the benefits of the reciprocal 
provisions of section 10, will in no way be diminished by the substitution of 
some other time periods if deemed more satisfactory in view of the local practices. 
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Comment should also be made concerning the reference to "deposits" in sec
tion 2(b). Normally financial organizations, as that term is defined in this Act, do 
not receive deposits, but instead they receive funds for the purchase of shares. 
However, in some states such funds a.re in fact referred to as "deposits" in the 
pertinent statutes. Therefore the word is included in section 2(b), but is set 
forth in brackets to indicate that it may be eliminated in any state where it is 
inapplicable. 

1 SECTION 3. [Unclaimed Funds Held by Life Insurance Cor-
2 porations.] 
3 (a) Unclaimed funds, as defined in this section, held and owing 
4 by a life insurance corporation shall be presumed abandoned if the 
5 last known address, according to the records of the corporation, of 
6 the person entitled to the funds is within this state. If a person 
7 other than the insured or annuitant is entitled to the funds and no 
8 address of such person is known to the corporation or if it is not 
9 definite and certain from the records of the corporation what per-

10 son is entitled to the funds, it is presumed that the last known 
11 address of the person entitled to the funds is the same as the last 
12 known address of the insured or annuitant according to the records 
13 of the corporation. 
14 (b) "Unclaimed funds," as used in this section, means all 
15 moneys held and owing by any life insurance corporation un-
16 claimed and unpaid for more than 7 years after the moneys 
17 became due and payable as established from the records of the 
18 corporation under any life or endowment insurance policy or an--
19 nuity contract which has matured or terminated. A life insurance 
20 policy not matured by actual proof of the death of the insured is 
21 deemed to be matured and the proceeds thereof are deemed to be 
22 due and payable if such policy was in force when the insured 
23 attained the limiting age under the mortality table on which the 
24 reserve is based, unless the person appearing entitled thereto has 
25 within the preceding 7 years, (1) assigned, readjusted, or paid 
26 premiums on the policy, or subjected the policy to loan, or (2) 
27 corresponded in writing with the life insurance corporation con-
28 cerning the policy. Moneys otherwise payable according to the 
29 records of the corporation are deemed due and payable although 
30 the policy or contract has not been surrendered as required. 

CoMMENT 

Section 3, dealing with unclaimed funds held by insurance companies, establishes 
as the jurisdictional test for the purposes of the section the fa.ct that "the last 
known address, according to the records of the corporation, of the person entitled 
to the funds is within this state." For perfectly practical reasons this test differs 
in coverage from that applied under section 2 to deposits in banks and also under 
section 5 to undistributed dividends of corporations. In genera.I, insurance com-
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panies qualify and are authorized to write insurance in many or most of the states 
of the Union. Therefore, jurisdiction over such companies as holders of unclaimed 
property is normally wide-spread throughout the country, thus permitting and 
suggesting difierentiation from ordinary business or industrial corporations and 
also from banking organizations. Indeed, reliance upon the state of incorporation 
or principal place of business of the insurance company to take custody of un
claimed property would be most undesirable, both for the reason that it would 
concentrate the administrative burdens in the few states that incorporate most of 
the insurance companies, and also because such reliance would result in the same 
few states obtaining the use of ~e bulk of the unclaimed funds regardless of the 
state of address of the persons entitled thereto. The alternative used in section 3 
is preferable, and accordingly, jurisdiction is conferred upon the state of the last 
recorded address of the person entitled. This practice has been adopted in the 
states which have most recently enacted legislation of this nature, notably Con
necticut, Massachusetts, North Carolina, and Pennsylvania. 

1 SECTION 4. [Deposits and Refunds Held by Utilities.] The 
2 following funds held or owing by any utility are presumed 
3 abandoned: 
4 (a) Any deposit made by a subscriber with a utility to secure 
5 payment for, or any sum paid in advance for, utility services to be 
6 furnished in this state, less any lawful deductions, that has re-
7 mained unclaimed by the person appearing on the records of the 
8 utility entitled thereto for more than 7 years after the ter-
9 mination of the services for which the deposit or advance payment 

10 wasmade. 
11 (b) Any sum which a utility has been ordered to refund and 
12 which. was received for utility services rendered in this state, to-
13 gether with any interest thereon, less any lawful deductions, that 
14 has remained unclaimed by the person appearing on the records 
15 of the utility entitled thereto for more than 7 years after the 
16 date it became payable in accordance with the final determination 
17 or order providing for the refund. 

CoMMENT 

Section 4, dealing with deposits and refunds held by public utilities, establishes 
as the jurisdictional test the fact that the deposit has been made or the refund has 
been ordered with respect to utility services "furnished in this state." A question 
naturally arises in connection with the utility which does business in two or more 
states and collects advances or is required to pay refunds in each of the states 
concerned. Suppose one or more states fail to enact abandoned property legis
lation. Should the state of incorporation of. the utility be empowered to take 
custody of the windfall in the event other states do not do so? 

In answering this question account must be taken of the administrative incon
venience to the state of incorporation if it is obliged to undertake the advertising, 
mailing of notices, accounting, etc., for unclaimed funds due to persons who re
ceived utility service in other jurisdictions. Moreover, account must be taken of 
the inconvenience to customers in other states who would be compelled to seek 
their unclaimed funds from the State Treasurer of a state other than that of their 
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residence. Furthermore, recognizing the desirability of avoiding a windfall by the 
utility, there is nevertheless a certain lack of equity in the acquisition of funds by 
a state other than that in which the services were rendered. Weighing these sev
eral considerations, and proceeding on the assumption that legislation of the 
nature of the Unclaimed Property Act will be widely adopted, it seems desirable 
to base the jurisdictional test in this section upon the fact of rendition of the 
services "within the state." This has been done in section 4. 

1 SECTION 5. [Undistributed Dividends and Distributions of Busi-
2 ness Associations.] Any stock or other certificate of ownership, or 
3 any dividend, profit, distribution, interest, payment on principal, 
4 or other sum held or owing by a business association for or to a 
5 shareholder, certificate holder, member, bondholder, or other se-
6 curity holder, or a participating patron of a cooperative, who has 
7 not claimed it, or corresponded in writing with the business associa-
8 tion concerning it, within 7 years after the date prescribed for 
9 payment or delivery, is presumed abandoned if: 

10 (a) It is held or owing by a business association organized 
11 under the laws of or created in this state; or 
12 (b) It is held or owing by a business association doing business 
13 in this state, but not organized under the laws of or created in this 
14 state, and the records of the business association indicate that the 
15 last known address of the person entitled thereto is in this state. 

CoMMENT 

This section deals with ordinary business and industrial corporations, and their 
stock and dividends. A corporation may be incorporated and do business in 'but 
a single state and at the same time its stock may be owned by residents of many 
states. Such other states would have no jurisdiction over the corporation such 
as to permit it to compel reporting unclaimed dividends and delivering custody 
of property. Hence, for want of a better solution and to prevent a windfall to the 
corporation, the state of incorporation must assume jurisdiction, unless through 
the effect of the reciprocal clause in Section 10 its jurisdiction is precluded by 
virtue of the fact that another state in which the stockholder has his last known 
address also has jurisdiction over the corporation. Accordingly, a dual jurisdic
tional test is set up in section 5 and reliance is placed upon the reciprocal clause 
of section 10 to prevent multiple liability. 

1 SECTION 6. [Property of Business Associations and Banking or 
2 Financial Organizations Held in Course of Dissolution.] All in-
3 tangible personal property distribut~ble in the course of a volun-
4 tary dissolution of a business association, banking organization, or 
5 financial organization organized under the laws of or created in 
6 this state, that is unclaimed by the owner within 2 years after 
7 the date for final distribution, is presumed abandoned. 

1 SECTION 7. [Property Held by Fiduciaries.] All intangible per-
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2 sonal property and any income or increment thereon, held in a 
3 fiduciary capacity for the benefit of another person is presumed 
4 abandoned unless the owner has, within 7 years after it be-
5 comes payable or distributable, increased or decreased the prin-
6 cipal, accepted payment of principal or income, corresponded in 
7 writing concerning the property, or otherwise indicated an interest 
8 as evidenced by a memorandum on file with the fiduciary: 
9 (a) If the property is held by a banking organization or a 

10 financial organization, or by a business association organized un-
11 der the laws of or created in this state; or 
12 (b) If it is held by a business association, doing business in this 
13 state, but not organized under the laws of or created in this state, 
14 and the records of the business association indicate that the last 
15 known address of the person entitled thereto is in this state; or 
16 (c) If it is held in this state by any other person. 

1 SECTION 8. [Property Held by State Courts and Publi,c Officers 
2 and Agencies.] All intangible personal property held for the owner 
3 by any court, public corporation, public authority, or public officer 
4 of this state, or a political subdivision thereof, that has remained 
5 unclaimed by the owner for more than 7 years is presumed 
6 abandoned. 

1 SECTION 9. [Miscellaneous Personal Property Held for Another 
2 Person.] All intangible personal property, not otherwise covered 
3 by this Act, including any income or increment thereon and de-
4 ducting any lawful charges, that is held or owing in this state in 
5 the ordinary course of the holder's business and has remained 
6 unclaimed by the owner for more than 7 years after it became 
7 payable or distributable is presumed abandoned. 

Co:MMENT 

Section 9 is the omnibus section covering all other intangible personal property 
not otherwise covered by the more specific provisions of the Act. It should be 
noted that to be subject to the section the property must be held or owing in the 
"ordinary course of the holder's business in this state." A wide variety of items 
will be embraced under this section, including, by way of illustration, money, 
stocks, bonds, certificates of membership in corporations, securities, bills of ex
change, deposits, interest, dividends, income, amounts due and payable under the 
terms of insurance policies not covered by section 4, pension trust agreements, 
profit-eharing plans, credit balances on paid wages, security deposits, refunds, 
funds deposited to redeem stocks, bonds, coupons and other securities, or to make 
a distribution thereof, together with any interest or increment thereon. If desired, 
these specific items could readily be written into section 9 itself, thus perhaps 
adding to clarity and ready understanding of the coverage of the section, although 
necessarily at the expense of brevity. 
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1 SECTION 10. [Reciprocity for Property Presumed Abandoned or 
2 Escheated Under the Laws of Another State.] If specific property 
3 which is subject to the provisions of sections 2, 5, 6, 7, and 9 is 
4 held for or owed or distributable to an owner whose last known 
5 address is in another state by a holder who is subjected to the juris-
6 diction of that state, the specific property is not presumed aban-
7 doned in this state and subject to this act if: 
8 (a) It may be claimed as abandoned or escheated under the laws 
9 of such other state; and 

10 (b) The laws of such other state make reciprocal provision that 
11 similar specific property is not presumed abandoned or escheatable 
12 by such other state when held for or owed or distributable to an 
13 owner whose last known address is within this state by a holder 
14 who is subject to the jurisdiction of this state. 

CoMMENT 

This is a key section of the Act. If two states, each having contact with the 
transaction, have each adopted the Act, the jurisdictional test becomes the last 
known address of the owner. Accordingly, if the holder is within the jurisdiction 
of the state of last known address, that state takes custody of the unclaimed funds 
regardless of the domicile of the holder. To illustrate, if a corporation is domi
ciled in state A but does business in both state A and state B, and if it owes 
dividends to a person whose last known address is in state B, then without the 
benefit of Section 10 both states A and B could demand custody of the unclaimed 
dividends-5tate A on the basis of corporate domicile, and state B on the basis of 
the last known address of the person entitled. However, if section 10 is adopted 
in both states, the state of domicile of the corporation would relinquish custody 
because (1) the last known address of the owner is in state B, (2) the holder is 
supject to the jurisdiction of state B, (3) the dividends are claimed as abandoned 
property by state B, and (4) the laws of state B contain the reciprocal provision. 

Thus the reciprocal provision serves to avoid the problems of multiple liability 
and the "race of diligence" made possible by the decisions in Connecticut Mutual 
Insurance Co. v. Moore, 333 U.S. 541, 92 L. Ed. 863 (1946) and Standard Oil Co. 
v. New Jersey, 341 U.S. 428, 95 L. Ed. 1078 (1951). These problems are surely 
going to arise when two or more states claim the property under their respective 
unclaimed property statutes if no such reciprocity provision is available. 

It should be noted that section 10 does not apply to unclaimed property cov
ered by section 3 (insurance companies), section 4 (public utilities), and section 
8 (property held by state courts and public officers) for the reason that in each of 
these instances practical considerations have resulted in limiting the jurisdiction 
in such manner as to preclude the possibility of multiple state jurisdiction. 

1 SECTION 11. [Report of Abandoned Property.] 
2 (a) Every person holding funds or other property, tangible or 
3 intangible, presumed abandoned under this Act shall report to the 
4 [State Treasurer] with respect to the property as hereinafter 
5 provided. 
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6 (b) The report shall be verified and shall include: 
7 (1) except with respect to traveler's checks and money orders, 
8 the name, if known, and last known address, if any, of each 
9 person appearing from the records of the holder to be the owner 

10 of any property of the value of [ $3.00] or more presumed 
11 abandoned under this Act; 
12 (2) in case of unclaimed funds of life insurance corporations, 
13 the full name of the insured or annuitant and his last known ad-
14 dress according to the life insurance corporation's records; 
15 (3) the nature and identifying number, if any, or description 
16 of the property and the amount appearing from the records to be 
17 due, except that items of value under [$3.00] each may be re-
18 ported in aggregate; 
19 (4) the date when the property became payable, demand-
20 able, or returnable, and the date of the last transaction with the 
21 owner with respect to the property; and 
22 (5) other information which the [State Treasurer] prescribes 
23 by rule as necessary for the administration of this Act. 
24 ( c) If the person holding property presumed abandoned is a 
25 successor to other persons who previously held the property for 
26 the owner, or if the holder has changed his name while holding 
27 the property, he shall file with his report all prior known names 
28 and addresses of each holder of the property. 
29 (d) The report shall be filed before November 1 of each year as 
30 of June 30 next preceding, but the report of life insurance corpora-
31 tions shall be filed before May 1 of each year as of December 31 
32 next preceding. The [State Treasurer] may postpone the reporting 
33 date upon written request by any person required to file a report. 
34 (e) If the holder of property presumed abandoned under this 
35 Act knows the whereabouts of the owner and if the owner's claim 
36 has not been barred by the statute of limitations, the holder shall, 
37 before filing the annual report, communicate with the owner and 
38 take necessary steps to prevent abandonment from being pre-
39 sumed. The holder shall exercise due diligence to ascertain the 
40 whereabouts of the owner. 
41 (f) Verification, if made by a partnership, shall be executed by 
42 a partner; if made by an unincorporated association or private 
43 corporation, by an officer; and if made by a public corporation, by 
44 its chief fiscal officer. 
45 (g) The initial report filed under this Act shall include all items 
46 of property that would have been presumed abandoned if this Act 
47 had been in effect during the 10 year period preceding its effective 
48 date. 
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SECTION 12. [Notice and Publi,cation of Lists of Abandoned 
Property.] 

(a) Within [120] days from the filing of the report required by 
section 11, the [State Treasurer] shall cause notice to be published 
at least once each week for 2 successive weeks in an English 
language newspaper of 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 Appearing to be Owners of Abandoned Property," and 
shall contain: 

(1) the names in alphabetical order and last known ad
dresses, if any, of persons listed in the report and entitled to 
notice within the county as hereinbefore specified. 

(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 possessing 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 prop
erty is not established to the holder's satisfaction within [65] 
days from the date of the second published notice, the abandoned 
property will be placed not later than [85] days after such pub
lication date in the custody of the [State Treasurer] to whom all 
further claims must thereafter be directed. 
(c) The [State Treasurer] is not required to publish in such 

notice any item of less than [$25.00] unless he deems such publi
cation to be in the public interest. 

(d) Within [120] days from the receipt of the report required 
by section 11, the [State Treasurer] shall mail a notice to each 
person having an address listed therein who appears to be entitled 
to property of the value of [$25.00] or more presumed abandoned 
under this Act. 

( e) 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 property 
and any necessary information regarding changes of name and 
address of the holder. 

(3) a statement that, if satisfactory proof of claim is not 
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45 presented by the owner to the holder by the date specified in the 
46 published notice, the property will be placed in the custody of the 
47 [State Treasurer] to whom all further claims must be directed. 
48 (f) This section is not applicable to sums payable on traveler's 
49 checks or money orders presumed abandoned under section 2. 

Every effort is made in the Uniform Act to minimize the expense of adminis
tration. Not only is there the provision in section 11 which permits aggregate 
reporting of claims under $3.00 in amount, but section 12 gives the State Treasurer 
authority to eliminate from the published notices any item of less than $25 unless 
he deems such publication to be in the public interest. And finally, notice need 
not be sent by mail to any person who is entitled to property of the value of less 
than $25. Furthermore, it should be noted that the notice published in any county 
will include only the names and addresses of the persons who are "entitled to 
notice within the county." In other words, it is not necessary to go to the expense 
of listing the names of all persons appearing entitled in each of the counties 
involved. 

Sections 11 and 12 of the 1954 Act are amended to exclude traveler's checks 
and money orders from the requirements for a report and a list because of the 
inability of the issuer to know who the holder is in most cases. 

1 SECTION 13. [Payment or Delivery of Abandoned Property.] 
2 Every person who has filed a report under section 11, within 
3 [20) days after the time specified in section 12 for claiming 
4 the property from the holder, or in the case of sums payq,ble 
5 on traveler's checks or money orders presumed abandom~d under 
6 section 2 within [20) days after the filing of the report, shall 
7 pay or deliver to the [State Treasurer! all abandoned · property 
8 specified in this report, except that, if the owner establishes his 
9 right to receive the abandoned property to the satisfaction of the 

10 holder within the time specified in section 12, or if it appears that 
11 for some other reason the presumption of abandonment is errone-
12 ous, the holder need not pay or deliver the property, which will 
13 no longer be presumed abandoned, to the [State Treasurer], but 
14 in lieu thereof shall file a verified written explanation of the proof 
15 of claim or of the error in the presumption of abandonment. 

CoMMBNT 

This section of the 1954 Act is amended so that the obligation to pay in the 
case of traveler's checks or money orders is not tied to publication of the list 
but rather to the filing of the appropriate type of report. 

1 SECTION 14. [Relief from Liability by Payment or Delivery.] 
2 Upon the payment or delivery of abandoned property to the [State 
3 Treasurer], the state shall assume custody and shall be responsible 
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4 for the safekeeping thereof. Any person who pays or delivers 
5 abandoned property to the [State Treasurer] under this Act is 
6 relieved of all liability to the extent of the value of the property 
7 so paid or delivered for any claim which then exists or which 
8 thereafter may arise or be made in respect to the property. Any 
9 holder who has paid moneys to the [State Treasurer] pursuant to 

10 this Act may make payment to any person appearing to such 
11 holder to be entitled thereto, and upon proof of such payment and 
12 proof that the payee was entitled thereto, the [State Treasurer] 
13 shall forthwith reimburse the holder for the payment. 

1 SECTION 15. [Income Accruing After Payment or Delivery.] 
2 When property is paid or delivered to the [State Treasurer] 
3 under this Act, the owner is not entitled to receive income or other 
4 increments accruing thereafter. 

1 SECTION 16. [Periods of Limitation Not a Bar.] The expiration 
2 of any period of time specified by statute or court order, during 
3 which an action or proceeding may be commenced or enforced to 
4 obtain payment of a claim for money or recovery of property, shall 
5 not prevent the money or property from being presumed aban-
6 doned property, nor affect any duty to file a report required by 
7 this Act or to pay or deliver abandoned property to the [State 
8 Treasurer]. 

Co MME NT 

Section 16 treats unclaimed property as subject to the Act even though the 
period of limitations has run prior to date of presumed abandonment. A special 
problem is presented that warrants careful consideration in relation to the local 
law in each state adopting the Uniform Act. The following brief statement of the 
authorities will be of service. 

The Supreme Court has held that, where, under the local law as interpreted by 
the courts, title to real or personal property has not "vested," the 14th Amendment 
is not violated by legislation revising a cause of action already barred by the 
running of the statute of limitations. Campbell v. Holt, 115 U.S. 620, 29 L. Ed. II 
483 (1885); Chase Securities Corp. v. Donaldson, 325 U.S. 304, 89 L. Ed. 1628 
(1944). However, there are a number of courts which have held that the defense 
of the statute of limitations creates a vested right and in that case it cannot be 
taken a.way by statute. See cases collected in notes entitled Power of Legislature 
to Revive a Right of Action Barred by Limitation, 36 AL.R. 1316 (1924) ; 133 
A.L.R. 384 (1940). Comment, Developments in the ·Law, Statutes of Limitations, 
63 Harv. L. Rev. 1177, 1178-1190 (1950). 

Illustrative of the problem is Standard Oil Co. v. New Jersey, 5 N.J. 281 (1950), 
in which case the defendant raised the defense of the bar of limitations against 
an action of escheat brought by the state under its general unclaimed property 
law. The property involved consisted of unpaid stock dividends, shares of stock, 
unpaid wages, money withheld from wages toward purchase of liberty bonds, 
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money held to pay checks isrued by the corporation, and money owing on llll:
cashed bond coupons. The court stated that: 

"The principle is imbedded in our jurisprudence that where a right of action 
has become barred under existing law, the statutory defense constitutes a 
vested right which is proof against legislative impairment." 

Under the doctrine of eschea.t, the court said, the state merely succeeds to the 
rights of the owner. If such rights have been barred by the statute of limitations, 
the state has no derivative right because the owner has no right. Thus, the court 
concluded the state had no right to unpaid wages, money owing on checks, and 
the money payable on the bond coupons. However, the court decided otherwise 
as to dividends on stock and money withheld from wages for purchase of bonds, 
for these, the court said, were in the nature of a trust against which the statute 
of limitations did not run. Thus the state was enabled to escheat these items. 

The New Jersey Legislature has taken action to avoid this decision by revising 
its escheat law to provide that cash, dividends, interest, and wages owed by a 
corporation shall be presumed abandoned and delivered to the custody of the 
state after being unclaimed for five yea.rs, instead of the previous period of 
fourteen years. The new period is shorter than the period of limitations. N.J. 
Stat., Sec. 2A:37-29 (1951). After two yea.rs of custody, the property is escheated 
to the state. Thus, the statute of limitations with a period exceeding five years 
will be no defense to an action against a corporation to escheat these items of 
property. 

Each state, in considering the adoption of the Uniform Act, must investigate 
its own law on the subject to determine whether the bar of the statute of limita
tions can be lifted. Oklahoma, for instance, appears to have a constitutional pro
hibition against reviving a cause of action barred by the statute of limitations. 
Mines v. Hogan, 79 Okla. 233, 192 Pac. 811 (1920). If the law of vesting is in 
accord with that of New Jersey, the solution used by that state may well be 
desired. Of course, in determining the question of policy, any state may conclude 
to permit the statute of limitations to serve as a. defense. Kentucky has so decided, 
Ky. Rev. Stat. (1949), Sec. 393.110. In such case, the problem is eliminated by 
the holder becoming entitled to the property. 

Finally, it should be noted that, in connection with many types of abandoned 
property, the statute does not run during the period of inactivity which gives rise 
to the presumption of abandonment. Thus where the claim is against a fiduciary, 
as with some of the items involved in Standard Oil Co. v. New Jersey, supra, or 
if "demand" is a condition of the owners' right to sue, as in the case of utility 
deposits and certificates of deposit in banks (see the Uniform Commercial Code, 
Sec. 3-108(2): "A cause of action on a certificate of deposit does not accrue until 

~ demand .... "), the problem of removing the bar of the statl,1te will not arise. 
(See also Comment, Developments in the Law, Statutes of Limitations, supra, 
pp. 1200 et seq., for general discussion of when the statute begins to run.) In case 
of insurance policies, the obligation of the company is generally conditioned upon 
the submission of proof of death or other contingency. Thus it would seem the 
statute would not begin to run until such proof was submitted. Bank deposits 
fall into a similar category. Thus it may well be that the bulk of abandoned 
property falls outside the scope of the statute of limitations problem. 

Finally, in connection with the removal of the bar of the statute of limitations, 
attention must be given to the fact that in connection with certain classes of 
business transactions, for example, so-called "nominee dividends" in brokers' ac
counts, reliance may have been placed upon the bar of the statute of limitations 
and the holder of unclaimed property may have made distribution or otherwise 
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utilized it in some manner which would result in severe prejudice if the bar of the 
statute were later removed for the pu~ of the unclaimed property law. In 
such instances it may prove necessary to include an exception, either in this sec
tion or elsewhere in the Act avoiding hardship by precluding the arising of pre
sumption of abandonment in such cases. 

1 SECTION 17. [Sale of Abandoned Property.] 
2 (a) All abandoned property other than money delivered to the 
3 [State Treasurer] under this Act shall within one year after the 
4 delivery be sold by him to the highest bidder at public sale in 
5 whatever city in the state affords in his judgment the most favor-
6 able market for the property involved. The [State Treasurer] 
7 may decline the highest bid and reoff er the property for sale if he 
8 considers the price bid insufficient. He need not off er any property 
9 for sale if, in his opinion, the probable cost of sale exceeds the 

10 value of the property. 
11 (b) Any sale held under this section shall be preceded by a 
12 single publication of notice thereof, at least (3] weeks in advance 
13 of sale in an English language newspaper of general circulation in 
14 the county where the property is to be sold. 
15 (c) The purchaser at any sale conducted by the [State Treas-
16 urer] pursuant to this Act shall receive title to the property pur-
17 chased, free from all claims of the owner or prior holder thereof 
18 and of all persons claiming through or under them. The [State 
19 Treasurer] shall execute all documents necessary to complete the 
20 transfer of title. 

CoMMENT 

Because of the considerable number of event.a involved it may prove helpful to 
summarize the "time-table" for the disposition of unclaimed property. The steps 
are as follows: 

(1) Filing of report by holder, before November 1, except that insurance com
panies file before May 1, Section ll(d). 

(2) Publishing notice, 120 days after filing of report, Section 12(a). (Not appli
cable to traveler's checks or money orders.) 

(3) Mailing notice, 120 days after filing of report, Section 12(d). (Not applicable 
to traveler's checks or money orders.) 

( 4) Period for owner claiming from holder, 65 days from the date of the aecond 
published notice, Section 12(b)(3). (Not applicable to traveler's checks or money 
orders.) 

(5) Delivery by holder to State Treaaurer, 20 days after expiration of period 
for claiming from holder, 85 days after date of the second published notice; for 
traveler's checks or money orders, 20 days after filing of report, Section 13. 

(6) Sale by state, within one year after delivery, Section 17. 
It should be noted that most of the time-table dates are bracketed, and hence 

they may be adjusted by any adopting state to the convenience of it.a own business 
and administrative practices. 

19 

App. 704



1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

1 
2 
3 
4 
5 

1 
2 

:l1 
3 

I. 4 
,J 5 
I ~ 6 
f · 7 

8 
9 

10 

1 
2 
3 
4 
5 
6 

SECTION 18. [Deposit of Funds.] 
(a) All funds received under this Act, including the proceeds 

from the sale of abandoned property under section 17, shall forth
with be deposited by the [State Treasurer] in the [general funds] 
of the state, [except that the [State Treasurer] shall retain in a 
separate trust fund an amount not exceeding [$25,000] from which 
he shall make prompt payment of claims duly allowed by him as 
hereinafter provided] . 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 
of the name and last known address of each insured person 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 available 
for public inspection at all reasonable business hours. 

[ (b) Before making any deposit to the credit of the [general 
funds], the [State Treasurer] may deduct: (1) any costs in con
nection with sale of abandoned property, (2) any costs of mailing 
and publication in connection with any abandoned property, and 
(3) reasonable service charges.] 

SECTION 19. [Claim for Abandoned Property Paid or Delivered.] 
Any person claiming an interest in any property delivered to the 
state under this Act may file a claim thereto or to the pro
ceeds from the sale thereof on the form prescribed by the [State 
Treasurer] . 

SECTION 20. [Determination of Claims.] 
(a) The [State Treasurer] shall consider any claim filed under 

this Act and may hold a hearing and receive evidence concerning it. 
If a. hearing is held, he shall prepare a finding and a decision in 
writing on each claim filed, stating the substance of any evidence 
heard by him and the reasons for his decision. The decision shall 
be a public record. 

(b) [If the claim is allowed, the [State Treasurer] shall make 
payment forthwith.] The claim shall be paid without deduction for 
costs of notices or sale or for service charges. 

[SECTION 21. [Judicial Action upon Determinations.] Any per
son aggrieved by a decision of the [State Treasurer] or as to whose 
claim the [State Treasurer] has failed to act within [90] days 
after the filing of the claim, may commence an action in the [dis
trict] [circuit] court to establish his claim. The proceeding shall 
be brought within [90] days after the decision of the [State Treas-
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7 urer] or within [180] days from the filing of the claim if the [State 
8 Treasurer] fails to act. The action shall be tried de novo without 
9 a jury.] 

1 SECTION 22. [Election to Take Payment or Delivery.] .The 
2 [State Treasurer], after receiving reports of property deemed 
3 abandoned pursuant to this Act, may decline to receive any prop-
4 erty reported which he deems to have a value less than the cost 
5 of giving notice and holding sale, or he may, if he deems it desir-
6 able because of the small sum involved, postpone taking possession 
7 until a sufficient sum accumulates. Unless the holder of the 
8 property is notified to the contrary within [ 120] days after filing 
9 the report required under section 11, the [State Treasurer] shall be 

10 deemed to have elected to receive the custody of the property. 

1 SECTION 23. [Examination of Records.] The [State Treasurer] 
2 may at reasonable times and upon reasonable notice examine the 
3 records of any person if he has reason to believe th.at such person 
4 has failed to report property that should have been reported pur-
5 ~ant to this Act. 

1 SECTION 24. [Proceeding to Compel Delivery of Abandoned 
2 Property.] If any person refuses to deliver property to the [State 
3 Treasurer] as required under this Act, he shall bring an action in a 
4 court of appropriate jurisdiction to enforce such delivery. 

1 SECTION 25. [Penalties.] 
2 (a) Any person who wilfully fails to render any report or per-
3 form other duties required under this A~t, _,shall be punished by a 
4 fine of [$ ...... ] for each day such report is withheld, but not 
5 more than [$ ...... ]. 
6 (b) Any person who wilfully refuses to pay or deliver abandoned 
7 property to the [State Treasurer] as required under this Act shall 
8 be punished by a fine of not less than [$ ...... ] nor more than 
9 [ $ ...... ] , or imprisonment for not more than [ ...... ] months, 

10 or both, in the discretion of the court. 

1 SECTION 26. [Rules and Regulations.] The [State Treasurer] is 
2 hereby authorized to make necessary rules and regulations to carry 
3 out the provisions of this Act. 

1 SECTION 27. [Effect of Laws of Other States.] This Act shall not 
2 apply to any property that has been presumed abandoned or 
3 escheated under the laws of another state prior to the effective 
4 date of this Act. 
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1 SECTION 28. [ Severability.] If any provision of this Act or the 
2 application thereof to any person or circumstances is held invalid, 
3 the invalidity shall not affect other provisions or applications of 
4 the Act which can be given effect without the invalid provision or 
5 application, and to this end the provisions of this Act are severable. 

1 SECTION 29. [Uniformity of Interpretation.] This Act shall be 
2 so construed as to effectuate its general purpose to make uniform 
3 the law of those states which enact it. 

1 SECTION 30. [Short Title.] This Act may be cited as the Uniform 
2 Disposition of Unclaimed Property Act. 

1 SECTION 31. [Repeal.] [The following acts and parts of acts are 
2 hereby repealed: 
3 (a) 
4 (b) 
5 (c) .] 

1 SECTION 32. [Time of Taking Effect.] This act shall take effect 
2 ........... . 
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Why Change is Needed

Thirty-one states and the District of Columbia have enacted
either the original 1954 version of the Uniform Disposition of
Unclaimed Property Act, or the 1966 revision of that Act.  Of the
remaining 19 states, all but 2 have some form of escheat or
abandoned property legislation.  The 1954 Uniform Act was drafted
as a response to conflicting legislation among the various states
and in response to a series of Supreme Court decisions in the
late 1940's and early 1950's.  The 1954 and 1966 Acts served well
as evidenced by their numerous adoptions.  However, the era of
stability was ended with the decision in Texas v. New Jersey, 379
U.S. 674 (1965).  That decision established a set of priorities
for claimant states which were, in some instances, inconsistent
with those established by the Uniform Act.  A few states which
previously had enacted the Uniform Act have changed their
legislation to reflect the holding in Texas v. New Jersey.

In the last decade states have become increasingly aware of
the opportunities for collecting and returning to their residents
unclaimed money and using the "windfall" unreturned funds as
general fund receipts for the benefit of citizens of the state. 
Accordingly several states have sought to enforce their unclaimed
property laws with enhanced vigor.  They have found, however,
that obtaining compliance with the law has been extremely
difficult.  In some instances the uncertain status of unclaimed
property statutes in the wake of Texas v. New Jersey accounts for
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the high degree of noncompliance;  many holders feel they do not
know what is required of them.  In addition the enforcement
provisions of the Uniform Act are inadequate and have not served
to encourage compliance with the Act.

The Uniform Act served its time.  However, to conform the
Uniform Act expressly to the Supreme Court ruling in Texas v. New
Jersey a comprehensive revision is desirable.

The Impact of Texas v. New Jersey

The 1954 and 1966 Uniform Acts basically tied the enacting
state's claim to abandoned property to the ability of that
state's courts to assert personal jurisdiction over the holder. 
The basic jurisdictional test of Sections 2, 4, 5, 6, 7, 8 and 9
for a presumption of abandonment bears a direct relationship to
events taking place within the state.  The thrust of this
"contacts" test generally is to allow any state with jurisdiction
over the holder, i.e., the debtor, to take unclaimed property. 
In recognition of the potential for conflict among jurisdictions
over the application of a contacts test, the Uniform Act
contained a reciprocity clause in Section 10.  Section 10 allowed
another state to claim abandoned property if the last known
address of the claimant was in that state and if other states
with contacts would forego their claims.  The success of this
clause was dependent upon uniform enactment by competing states. 
However, this was never forthcoming, and the assertion of
competing claims by states continued.

The Supreme Court decisions leading up to Texas v. New
Jersey did little to clarify the law.  The state of residence of
the creditor could claim, Connecticut Mutual Life Insurance v.
Moore, 333 U.S. 541 (1948), and the state of the holder's
domicile could likewise escheat, Standard Oil Co. v. New Jersey,
347 U.S. 428 (1951).

Standard Oil also held that it was a denial of due process
for more than one state to escheat the same property.  This rule
created a race of diligence among the states.  In Western Union
Telegraph Co. v. Pennsylvania, 368 U.S. 71 (1962), however, the
court told the most diligent state (Pennsylvania) that it had to
assure Western Union that no other state would claim the
property.  In Western Union, Pennsylvania sought to escheat
uncashed money orders and drafts which were held by Western Union
and unclaimed by either the senders or the payees.  The court
held that Western Union should not be embroiled in a race of
diligence among New York, Pennsylvania and other states.  The
Supreme Court's opinion in effect admonished the states mutually
to resolve which state was entitled to claim abandoned property
or, absent agreement, to present their conflicting claims to the
only judicial forum in which they could be resolved, the Supreme
Court.  Thus any state facing an actual or potential dispute by a
sister state was forced to bring an original action in the
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Supreme Court for a declaration of its rights before it could
take the property.  This was the condition of the law when the
Supreme Court decided Texas v. New Jersey.1

While the court in Texas v. New Jersey set down rules applying1 

to both escheat statutes and custodial type unclaimed property
statutes (such as the Uniform Act), all but a few of the states
have laws which are custodial and allow the lawful owner to claim
the property at any time.

The problem in Texas v. New Jersey was which of several
states was entitled to escheat intangible property consisting of
debts owed by Sun Oil Company and left unclaimed by creditors. 
Four rules were proposed:

1. that the funds should go to the state having the most
significant "contacts" with the debt;

2. that the funds should go to the state of the debtor
company's incorporation;

3. that the funds should be paid to the state in which the
company has its principal place of business;  and

4. that the funds should be paid to the state of the
creditor's last known address as shown by the debtor's books and
records.

Rule 4 was adopted by the Supreme Court as a "simple and
easy" standard to follow.  The court pointed out that this rule
tended to "distribute escheats among the states in proportion of
the commercial activities of their residents".  In addition to
the holding that the state of the creditor's last known address
is entitled to escheat or custodially claim the property owed to
the creditor, the court held that, if the creditor's address does
not appear on the debtor's books or is in a state that does not
provide for the escheat of intangibles, then the state of the
debtor's incorporation may take custody of the property until
some other state comes forward with proof that it has a superior
right to escheat or take custody.

The Texas v. New Jersey rule makes the Uniform Act
inadequate because the Uniform Act is based on the claimant
state's ability to assert jurisdiction over the holder.  Under
Texas v. New Jersey a Uniform Act state may not claim certain
property held by persons subject to its jurisdiction (which the
Uniform Act covers) but can assert custody to property held by
persons not subject to its jurisdiction (which the Uniform Act
does not cover).

A simple hypothetical illustrates the problem of meshing the
rule of Texas v. New Jersey with the Uniform Act.  Assume a
corporate holder, incorporated in State A, holding unclaimed
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property (an uncashed dividend check) belonging to a claimant
whose last known address was in State B.  The holder does not do
business in State B.  Under the Texas v. New Jersey rule, State B
is the first priority claimant.  However, since the holder does
not do business there the Uniform Act would not authorize State B
to assert a claim to the property.  State A, if it had enacted
the Uniform Act, could claim the property under its abandoned
property law in accordance with the second priority rule of Texas
v. New Jersey;  however, that frustrates the goal of equitable
distribution of unclaimed property among creditor states.

Why Uniformity is Necessary

The 1954 and 1966 Uniform Acts responded to the need for
symmetry in the law for the benefit of persons doing business in
more than one state.  Widespread enactment of the Uniform Act by
the States indicates their recognition of the need for
uniformity.

Since the 1954 and 1966 Acts are inconsistent with Texas v.
New Jersey and other cases, the Conference, after receiving the
report of a Study Committee, decided to revise the Uniform Act
once again.

What the Act Does to Conform With Texas v. New Jersey

Section 3 of the Act provides a statutory response which is
consistent with the Court's pronouncement in Texas v. New Jersey. 
Basically, the Act provides that unclaimed intangible property is
payable to the state of last known address of the owner.  In
those instances in which that information is unknown or the state
of the owner's last known address does not assert a claim to the
property, it is payable to the state of the holder's domicile.

There are other sections which shore up this scheme of
priority, some of which are necessitated by the Texas v. New
Jersey decision and some of which merely represent a statutory
enactment of existing practices among states.  One issue which
has been raised by academic commentators concerns the reporting
requirements of abandoned property legislation in light of the
priority rules among claimant states enunciated by Texas v. New
Jersey.  Because the Texas v. New Jersey decision authorizes a
state to claim abandoned property even though it cannot assert
personal jurisdiction over the holder, the question has arisen as
to whether a claimant state in that instance has the power to
compel reporting from a holder to ascertain the existence of its
claim.  That is an important consideration, for the right given
to the state of last known address by Texas v. New Jersey is a
hollow one if the state is without sufficient information to
assert its claim to abandoned property.2

Texas v. New Jersey did not decide whether the state which is2 

entitled to the first priority claim can compel reporting by a
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foreign corporation.  The issue was neither briefed nor argued in
the case;  however footnote 8 of the decision implies that such a
legislative power exists.  The right given to creditor states
would be meaningless without the remedy of compelling reports.

The state acts as a conservator of the lost owner's property
and the Act is akin to a succession statute.  The Texas v. New3 

Jersey rule, as the Supreme Court noted, is a variation of the
common law concept of mobilia sequunter personam, according to
which the law of the state of domicile of the intestate owner
determines the right of succession to personal property.  The
state in which the owner last resided is a rough indicator of
domicile, and that state is entitled to provide by legislation
for succession.  The state of last known address, succeeding to
the right of the owner, is entitled to compel a holder to
disclose the existence of property which belongs to the owner in
the same manner that a conservator of an estate of an incompetent
or the administrator of the estate of a missing person or
decedent can compel the holder of that person's property to
account for it.  That the state may not be able to assert its4 

claim in its own courts, but would be required to use the courts
of another jurisdiction, is not determinative of its power to act
as a custodian.  Hence the suggestion that corporate holders not5 

"doing business" in a state might escape their obligation to pay
unclaimed property owing to persons with last known addresses in
that state is incorrect.6

The Court's decision in Connecticut Mutual Life Insurance Co.3 

v. Moore, 333 U.S. 541, 546-47 (1947), described the state as a
"conservator" when claiming property under a custodial unclaimed
property law.  The Court in Standard Oil Co. v. New Jersey, 347
U.S. 428, 437 (1951), characterized the Moore case as involving a
"conservation statute".

As the United States Supreme Court noted in upholding the4 

constitutionality of the Massachusetts custodial unclaimed
property laws:  "[i]f the facts warrant it, a legal
representative can be appointed at any time with all the rights
incident to such appointment, including that of withdrawing the
funds and holding them for the true owner when he shall establish
his claim."  Provident Institution for Savings v. Malone, 221
U.S. 660, 666 (1911).

In this connection, see Commonwealth of Pennsylvania v.5 

Kervick, 60 N.J. 289, 288 A.2d 289 (1972) (Pennsylvania held
entitled to sue in New Jersey state courts for property owing to
Pennsylvania residents.)

"Doing business", for purposes of service of process is limited6 

only by the Fourteenth Amendment of the United States
Constitution.  On the other hand, jurisdiction to regulate a
foreign corporation in a substantive fashion must run the
gauntlet of the Commerce Clause, the Equal Protection Clause, and
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the Impairment of Contracts Clause as well as the Due Process
Clause.  (See Miller Bros. Co. v. Maryland, 347 U.S. 340 (1954)
(a Delaware business is not required to collect a sales tax from
Maryland purchasers even though it makes some deliveries in
Maryland)).

The Supreme Court's failure to expressly mandate a reporting
requirement in Texas v. New Jersey does not appear significant. 
Holders rarely raise a defense of failure to "do business" in
response to a request for reporting.  In any event many major
holders are subject to the regulatory jurisdiction of most
states.  Even in those instances in which a holder is not subject
to the regulatory jurisdiction of a state, the claimant state can
nevertheless require reporting under this succession analysis.

Other Changes in the Act

In recent years the National Association of Unclaimed
Property Administrators has become an active group.  There is
growing cooperation among member states to exchange information. 
Several states have joined together to conduct joint
investigations of holders.  States also have agreed that they
will collect property for each other from holders, and they
regularly exchange property.  This Act seeks to encourage further
cooperation among the states by authorizing such joint agreements
and by authorizing the adoption of uniform reporting forms.  See
Section 33.  Neither the existing agreements among states nor the
agreements envisioned under Section 33 require the consent of
Congress under the Compact Clause of the Constitution, Art. I, §
10, cl. 3.  The Supreme Court has held that the Compact Clause is
limited to combinations or agreements that tend to increase the
political power of the states to such an extent that it
interferes with the supremacy of the United States.  United
States Steel v. Multi-State Comm., 434 U.S. 452 (1978).

The 1966 Act provided a presumption of abandonment of
unclaimed dividend or interest checks but arguably did not cover
the underlying ownership interest represented by issued and
outstanding securities certificates.  In recent years several
states have amended their statutes to authorize taking of this
property and indications are that the trend is likely to
continue.  California, Florida, Indiana, Maine, Massachusetts,
Montana, Rhode Island and Virginia have statutes with such
provisions and other states are known to be considering similar
proposals.  The new Act specifically covers securities even
though they are not in the possession of the issuer.  See Section
10.

Two major concerns have been expressed with the concept of
presuming abandonment of underlying shares of stock or principal
amounts of debt securities where the dividends or interest
payments have been unclaimed.  First, under what circumstances is
it proper to presume abandonment and, second, what are the rights
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of the various parties when the conditions precedent to
abandonment have occurred?  As to the first question, Section 10
of the Act requires that there must be the passage of at least 7
years after the failure of an entitled person to claim or inquire
about a dividend, interest payment, or other distribution and
also the payment of at least 7 dividends, interest sums, or other
distributions during such period which remain unclaimed.

As to the rights of the parties under the Act, the
Administrator is entitled to have duplicate certificates issued
in the state's name.  The issuer of the duplicate certificate is
relieved of all liability respecting the property delivered
(Section 19) and is protected against claims by virtue of the
administrator's duty to defend on behalf of the issuer and to
indemnify that party against any liability on account of such
claims (Section 20).

Under the Act, the administrator may require any person who
has not filed a report to file a verified statement that he has
or has not any unclaimed and reportable property (Section 30). 
The administrator has a right to audit records not limited to
cases where there is reason to believe a person is not complying
with the Act (Section 30).

In keeping with the Act's focus on the last known address of
an owner as vesting a state with a priority claim to property,
the revision requires a holder who has a record of the last known
address to retain it for 10 years after the property becomes
reportable (Section 31).

The Act reflects a tendency among state legislatures in
recent years to reduce dormancy periods.  The current high
inflation rate exacts a severe penalty from one who holds money
or its equivalent for extended periods;  an inference of loss or
abandonment may be drawn more quickly than in 1966 when the value
of money was more stable.  The general rule of presumed
abandonment is 5 years (Section 2) as compared with 7 years in
the 1966 Act.  A one year dormancy period is provided for
unclaimed wages (Section 15), utility deposits (Section 8),
refunds due from utilities (Section 9), and property held by
courts and government agencies (Section 13).

Another set of problems addressed in the revision has to do
with service charges imposed on abandoned property.  Experience
has shown that service charges levied against outstanding items
such as money orders and cashier's checks as well as inactive and
dormant checking and savings accounts have completely wiped out
otherwise reportable property.  Sections 5(b) and 6(c) of this
revision codify the case law which has limited these charges.

The 1966 Act did not address the small but active heir
finder's industry;  that is, those businesses which pursuant to
contract attempt to locate owners of abandoned property.  Some
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state statutes have placed limits on the role of heir finders
from the time property becomes reportable until a specified time
after it has been turned over to the state.  Section 35 of the
new Act prohibits heir finder activity during a two-year period
after payment or delivery to the state.

 

UNCLAIMED PROPERTY (1981 ACT)

TABLE OF COMPARATIVE SECTIONS

Showing Sections of the Uniform Unclaimed Property Act
(1981) and the 1966 Uniform Disposition of Unclaimed Property
Act.

Uniform Unclaimed Property Act   1966 Uniform Act
Section 1   
[Definitions and Use of Terms.]   Section 1
Section 2   
[Property Presumed Abandoned;  General Rule.]   Section 9
Section 3   
[General Rules for Taking Custody of Intangible Unclaimed
Property.]   No comparable section
Section 4   
[Travelers Checks and Money Orders.]   Section 2
Section 5   
[Checks, Drafts and Similar Instruments Issued or Certified
by Banking and Financial Organizations.]   Section 2
Section 6   
[Bank Deposits and Funds in Financial Organizations.]   Section 2
Section 7   
[Funds Owing Under Life Insurance Policies.]   Section 3
Section 8   
[Deposits Held by Utilities.]   Section 4
Section 9   
[Refunds Held by Business Associations.]   Section 4
Section 10   
[Stock and Other Intangible Interests in Business Associations.]  
Section 5
Section 11   
[Property of Business Associations Held in Course of
Dissolution.]   Section 6
Section 12   
[Property Held by Agents and Fiduciaries.]   Section 7
Section 13   
[Property Held by Courts and Public Agencies.]   Section 8
Section 14   
[Gift Certificates and Credit Memos.]   Section 9
Section 15   
[Wages.]   Section 9
Section 16   
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[Contents of Safe Deposit Box or Other Safekeeping Repository.]  
Section 2(d)
Section 17   
[Report of Abandoned Property.]   Section 11
Section 18   
[Notice and Publication of Lists of Abandoned Property.]  
Section 12
Section 19   
[Payment or Delivery of Abandoned Property.]   Section 13
Section 20   
[Custody by State;  Holder Relieved From Liability; 
Reimbursement
of Holder Paying Claim;  Reclaiming for Owner;  Defense of
Holder;
Payment of Safe Deposit Box or Repository Charges.]   Section 14
Section 21   
[Crediting of Dividends, Interest or Increments to Owner's
Account.]   No comparable section
Section 22   
[Public Sale of Abandoned Property.]   Section 17
Section 23   
[Deposit of Funds.]   Section 18
Section 24   
[Filing of Claim With Administrator.]   Sections 19 and 20
Section 25   
[Claim of Another State to Recover Property;  Procedure.]   No
comparable section
Section 26   
[Action to Establish Claim.]   Section 21
Section 27   
[Election to Take Payment or Delivery.]   Section 22
Section 28   
[Destruction or Disposition of Property Having Insubstantial
Commercial Value;  Immunity from
Liability.]   No comparable section
Section 29   
[Periods of Limitation.]   Section 16
Section 30
[Requests for Reports and Examination of Records.]   Section 23
Section 31   
[Retention of Records.]   No comparable section
Section 32   
[Enforcement.]   Section 24
Section 33   
[Interstate Agreements and Cooperation;  Joint and Reciprocal
Actions with Other States.]   No comparable section
Section 34   
[Interest and Penalties.]   Section 25
Section 35   
[Agreement to Locate Reported Property.]   No comparable section
Section 36   
[Foreign Transactions.]   No comparable section
Section 37   
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[Effect of New Provisions;  Clarification of Application.]   No
comparable section
Section 38   
[Rules.]   Section 26
Section 39   
[Severability.]   Section 28
Section 40   
[Uniformity of Application and Construction.]   Section 29
Section 41   
[Short Title.]   Section 30
Section 42   
[Repeal.]   Section 31
Section 43   
[Time of Taking Effect.]   Section 32
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UNCLAIMED PROPERTY (1981 ACT)

Section
1. [Definitions and Use of Terms.]
2. [Property Presumed Abandoned;  General Rule.]
3. [General Rules for Taking Custody of Intangible Unclaimed
Property.]
4. [Travelers Checks and Money Orders.]
5. [Checks, Drafts and Similar Instruments Issued or Certified by
Banking and Financial Organizations.]
6. [Bank Deposits and Funds in Financial Organizations.]
7. [Funds Owing Under Life Insurance Policies.]
8. [Deposits Held by Utilities.]
9. [Refunds Held by Business Associations.]
10. [Stock and Other Intangible Interests in Business
Associations.]
11. [Property of Business Associations Held in Course of
Dissolution.]
12. [Property Held by Agents and Fiduciaries.]
13. [Property Held by Courts and Public Agencies.]
14. [Gift Certificates and Credit Memos.]
15. [Wages.]
16. [Contents of Safe Deposit Box or Other Safekeeping
Repository.]
17. [Report of Abandoned Property.]
18. [Notice and Publication of Lists of Abandoned Property.]
19. [Payment or Delivery of Abandoned Property.]
20. [Custody by State;  Holder Relieved from Liability; 
Reimbursement of Holder Paying Claim;  Reclaiming for Owner; 
Defense of Holder;  Payment of Safe Deposit Box or Repository
Charges.]
21. [Crediting of Dividends, Interest, or Increments to Owner's
Account.]
22. [Public Sale of Abandoned Property.]
23. [Deposit of Funds.]
24. [Filing of Claim with Administrator.]
25. [Claim of Another State to Recover Property;  Procedure.]
26. [Action to Establish Claim.]
27. [Election to Take Payment or Delivery.]
28. [Destruction or Disposition of Property Having Insubstantial
Commercial Value;  Immunity from Liability.]
29. [Periods of Limitation.]
30. [Requests for Reports and Examination of Records.]
31. [Retention of Records.]
32. [Enforcement.]
33. [Interstate Agreements and Cooperation;  Joint and Reciprocal
Actions with Other States.]
34. [Interest and Penalties.]
35. [Agreement to Locate Reported Property.]
36. [Foreign Transactions.]
37. [Effect of New Provisions;  Clarification of Application.]
38. [Rules.]
39. [Severability.]
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40. [Uniformity of Application and Construction.]
41. [Short Title.]
42. [Repeal.]
43. [Time of Taking Effect.]
§ 1. [Definitions and Use of Terms].

As used in this Act, unless the context otherwise requires:

(1) "Administrator" means [      ].

(2) "Apparent owner" means the person whose name appears on
the records of the holder as the person entitled to property
held, issued, or owing by the holder.

(3) "Attorney general" means the chief legal officer of this
State.

(4) "Banking organization" means a bank, trust company,
savings bank, [industrial bank, land bank, safe deposit company,]
private banker, or any organization defined by other law as a
bank or banking organization.

(5) "Business association" means a non-public corporation,
joint stock company, investment company, business trust,
partnership, or association for business purposes of 2 or more
individuals, whether or not for profit, including a banking
organization, financial organization, insurance company, or
utility.

(6) "Domicile" means the state of incorporation of a
corporation and the state of the principal place of business of a
unincorporated person.

(7) "Financial organization" means a savings and loan
association, [cooperative bank,] building and loan association,
or credit union.

(8) "Holder" means a person, wherever organized or
domiciled, who is:

(i) in possession of property belonging to
another,

(ii) a trustee, or

(iii) indebted to another on an obligation.

(9) "Insurance company" means an association, corporation,
fraternal or mutual benefit organization, whether or not for
profit, which is engaged in providing insurance coverage,
including accident, burial, casualty, credit life, contract
performance, dental, fidelity, fire, health, hospitalization,
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illness, life (including endowments and annuities), malpractice,
marine, mortgage, surety, and wage protection insurance.

(10) "Intangible property" includes:

(i) monies, checks, drafts, deposits, interest,
dividends, and income;

(ii) credit balances, customer overpayments, gift
certificates, security deposits, refunds, credit memos,
unpaid wages, unused airline tickets, and unidentified
remittances;

(iii) stocks and other intangible ownership
interests in business associations;

(iv) monies deposited to redeem stocks, bonds,
coupons, and other securities, or to make
distributions;

(v) amounts due and payable under the terms of
insurance policies;  and

(vi) amounts distributable from a trust or
custodial fund established under a plan to provide
health, welfare, pension, vacation, severance,
retirement, death, stock purchase, profit sharing,
employee savings, supplemental unemployment insurance,
or similar benefits.

(11) "Last known address" means a description of the
location of the apparent owner sufficient for the purpose of the
delivery of mail.

(12) "Owner" means a depositor in the case of a deposit, a
beneficiary in case of a trust other than a deposit in trust, a
creditor, claimant, or payee in the case of other intangible
property, or a person having a legal or equitable interest in
property subject to this Act or his legal representative.

(13) "Person" means an individual, business association,
state or other government, governmental subdivision or agency,
public corporation, public authority, estate, trust, 2 or more
persons having a joint or common interest, or any other legal or
commercial entity.

(14) "State" means any state, district, commonwealth,
territory, insular possession, or any other area subject to the
legislative authority of the United States.

(15) "Utility" means a person who owns or operates for
public use any plant, equipment, property, franchise, or license
for the transmission of communications or the production,
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storage, transmission, sale, delivery, or furnishing of
electricity, water, steam, or gas.

 

Comment

Prior Uniform Act Provision:

Section 1.

The definitions have been revised to reflect, pursuant to
Texas v. New Jersey, 379 U.S. 674 (1965), the fact that the Act
applies to persons in other states who are holding property,
eliminating any requirement that those persons be engaged in
business in the enacting state.

Subsection (2) has been added to facilitate reference to the
person who appears on the holder's records to be the person
entitled to the property.  The right of a state to claim
abandoned property depends on the information in the holder's
records concerning the apparent owner's identification.  It is of
no consequence that without notice to the holder, he may have
transferred his interest to another person.  In Nellius v.
Tampax, Inc., 394 A.2d 333 (Del.Ch.Ct.1978), the court held that
the address of the apparent, not the actual, owner controlled. 
The holder is not required to ascertain the name of the current
owner or resolve a dispute between the owner of record and a
successor contesting ownership.  However, nothing in this Act
prohibits the actual owner from recovering the property, pursuant
to Sections 20 and 24, from the holder or the administrator. 
Similarly, the state of last known address of the actual owner
can recover the property, pursuant to Section 25, from the state
which initially receives custody.

The definition of "business association" in subsection (5)
expressly includes non-profit corporations.

The Act provides exclusively for the disposition of
unclaimed intangible property with one exception in Section 16
for tangible property contained in safe deposit boxes.

Subsection (10) is not intended as a substantive addition to
the coverage of Section 9 of the prior Acts.  Included as
intangible property are a variety of items which are often
overlooked by holders, all of which were included within the 1966
Act and are within the coverage of this Act.

Subsection (11) defines "last known address" as the location
of the apparent owner for the purpose of mail delivery,
consistent with most state laws which have defined an address.
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§ 2. [Property Presumed Abandoned;  General Rule].

(a) Except as otherwise provided by this Act, all intangible
property, including any income or increment derived therefrom,
less any lawful charges, that is held, issued, or owing in the
ordinary course of a holder's business and has remained unclaimed
by the owner for more than 5 years after it became payable or
distributable is presumed abandoned.

(b) Property is payable or distributable for the purpose of
this Act notwithstanding the owner's failure to make demand or to
present any instrument or document required to receive payment.

 

Comment

Prior Uniform Act Provision:

Section 9.

Section 2 establishes as a general proposition that all
intangible property held or owing in the ordinary course of the
holder's business is within the coverage of this Act.  See the
comment to Section 1(10).

This section provides that unless a different time period is
specified all intangible property which has remained unclaimed
for more than 5 years is presumed abandoned.  Sections 4-16 deal
with specific types of property and prescribe the events which
raise a presumption of abandonment.

The general dormancy period of the 1966 Uniform Act was 7
years.  Some legislatures have recently shortened that time
period.  Likewise, a few recently enacted abandoned property laws
have provided for a longer dormancy period.  Given the greater
mobility of the population in 1981 as compared with that of a
quarter century ago when the 7-year dormancy period was first
established, a reduction of the general dormancy period to 5
years is warranted.  Additionally, the experiences of those
states with shorter abandonment periods reveal that they are able
to return to owners a substantially higher percentage of property
reported as abandoned.  There are exceptions in this Act to the
5-year dormancy period, however.  For instance, statistical
evidence indicates that a period of 15 years continues to be
appropriate in the case of travelers checks.  A majority of
travelers checks will ultimately be presented for payment within
the 15-year period.  Also, in certain instances a shorter period
is appropriate.  For instance, the likelihood of finding the
owner of a payroll check is materially decreased after one year. 
Hence, Section 15 has a one year dormancy period for unpaid
wages.
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Subsection (b) is intended to make clear that property is
reportable notwithstanding that the owner, who has lost or
otherwise forgotten his entitlement to property, fails to present
to the holder evidence of his ownership or to make a demand for
payment.  See Connecticut Mutual Life Insurance Co. v. Moore, 333
U.S. 541 (1948), in which the Court stated:  "When the state
undertakes the protection of abandoned claims, it would be beyond
a reasonable requirement to compel the state to comply with
conditions that may be quite proper as between the contracting
parties."  See also Provident Institution for Savings v. Malone,
221 U.S. 660 (1911), involving savings accounts;  Insurance Co.
of North America v. Knight, 8 Ill.App.3d 871, 291 N.E.2d 40
(1972), involving negotiable instruments, and People v. Marshall
Field & Co., 83 Ill.App.3d 811, 404 N.E.2d 368 (1980), involving
gift certificates.

Section 2(b) obviates the result reached in Oregon Racing
Comm. v. Multonamah Kennel Club, 242 Or. 572, 411 P.2d 63 (1963),
involving unpresented winning parimutuel tickets.

Since the holder is indemnified against any loss resulting
from the delivery of the property to the administrator, no
possible harm can result in requiring that holders turn over
property, even though the owner has not presented proof of death
or surrendered the insurance policy, savings account passbook,
the gift certificate, winning racing ticket, or other memorandum
of ownership.

A draft issued by a property or casualty insurance company
as an offer of settlement of a claim for property damage or
personal injury is not subject to the presumption of abandonment
if the offer was not accepted by the payee.  In this situation,
the draft never became payable or distributable.  The issue of
whether a draft is accepted by a payee is a question of fact that
is not addressed by the Act.

 
§ 3. [General Rules for Taking Custody of Intangible Unclaimed
Property].

Unless otherwise provided in this Act or by other statute of
this State, intangible property is subject to the custody of this
State as unclaimed property if the conditions raising a
presumption of abandonment under Sections 2 and 5 through 16 are
satisfied and:

(1) the last known address, as shown on the records of the
holder, of the apparent owner is in this State;

(2) the records of the holder do not reflect the identity of
the person entitled to the property and it is established that
the last known address of the person entitled to the property is
in this State;
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(3) the records of the holder do not reflect the last known
address of the apparent owner, and it is established that:

(i) the last known address of the person entitled
to the property is in this State, or

(ii) the holder is a domiciliary or a government
or governmental subdivision or agency of this State and
has not previously paid or delivered the property to
the state of the last known address of the apparent
owner or other person entitled to the property;

(4) the last known address, as shown on the records of the
holder, of the apparent owner is in a state that does not provide
by law for the escheat or custodial taking of the property or its
escheat or unclaimed property law is not applicable to the
property and the holder is a domiciliary or a government or
governmental subdivision or agency of this State;

(5) the last known address, as shown on the records of the
holder, of the apparent owner is in a foreign nation and the
holder is a domiciliary or a government or governmental
subdivision or agency of this State;  or

(6) the transaction out of which the property arose occurred
in this State, and

(i)(A) the last known address of the apparent
owner or other person entitled to the property is
unknown, or

(B) the last known address of the
apparent owner or other person entitled to
the property is in a state that does not
provide by law for the escheat or custodial
taking of the property or its escheat or
unclaimed property law is not applicable to
the property, and

(ii) the holder is a domiciliary of a state that
does not provide by law for the escheat or custodial
taking of the property or its escheat or unclaimed
property law is not applicable to the property.

 

Comment

Prior Uniform Act Provision:

None.
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Section 3 describes the general circumstances under which a
state may claim abandoned intangible property.  (There is a
special provision for travelers checks and money orders in
Section 4 infra).  This section closely follows the language of
Texas v. New Jersey, in which the court reasoned that unclaimed1 

property is an asset of the creditor and should generally be paid
to the creditor state, i.e., the state of residence of the
apparent owner.  Consistent with that reasoning it held that
unclaimed intangible property is subject to escheat or custody as
unclaimed property first by the state of the owner's last known
address.  If that state cannot claim the property, the state of
the holder's domicile is entitled to it.  Consistent with the
court's concern for a simple rule which would avoid the
complexities of proving domicile and residence the court
established the priority on the basis of information contained in
the holder's records.  Recognizing that the holder's records
might be incomplete, the court's ruling permits a claimant state
to prove by other means that the last known address of the owner
is within its boundaries.  Where the holder's records do not show
the owner's last address, the second priority claimant, the state
of domicile of the holder, is entitled to claim the property. 
The state of the owner's last known address can later assume
custody from the state of the holder's domicile by showing that
the last known address of the owner is within its borders. 
Likewise, if the state of last known address does not have an
unclaimed property law which applies to the property, the state
of the holder's domicile can take the property, again subject to
the right of the state of last known address to recover the
property if and when it enacts an unclaimed property or escheat
law.

Section 3 is akin to a jurisdictional section, in that it1 

empowers the state to assert custody.  At the same time it limits
that jurisdictional assertion and establishes a partial system of
priorities.  It would be possible, of course, to separate the two
concepts of jurisdiction and priority.  However, the court did
not do so in Texas v. New Jersey, and to do so in this Act might
have some unfortunate and unforseen consequences.  The decision
directs the state of corporate domicile to take only if the state
of the owner cannot.  If Section 3 established as an independent
basis of jurisdiction that the state of the holder's domicile
could take without regard to the prior claim of the creditor
state, there might well be a race between holder and creditor
states, with attendant confusion for both states and holders.  A
priority section ranking the order of asserting claims would
diminish the race if it were uniformly enacted.  However, there
is a strong likelihood that the domiciliary states of major
holders would not enact a priority section and thereby would
frustrate the system established by Texas v. New Jersey.  Section
3 combined with Section 25 establish a system of priorities
consistent with Texas v. New Jersey.
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Paragraph (1) restates the factual situation in Texas v. New
Jersey.  As the court there said ". . . the address on the
records of a debtor, which in most cases will be the only one
available, should be the only relevant last known address."  If
the holder's records are erroneous and the actual last known
address of the owner is in another state, that other state can
reclaim the property pursuant to Section 25.

Paragraph (2) covers the situation in which the identity of
the person entitled to the property is unknown, but it is
established, either through the holder's records or by some other
means, that the property was owned by or payable to a person
whose last known address was within the claiming state.  This is
a rational extension of Texas v. New Jersey.  Reunification of
the owner with his property in this circumstance is impossible,
and insofar as that issue is concerned, it makes no difference
whether the property is delivered to the state of the holder's
domicile or the state of the owner's last known address. 
However, following the equitable concept of distributing
unclaimed property among creditor states articulated by the
Supreme Court in Texas v. New Jersey, the subsection directs
that, where there is no record of a name but there is a record of
last known address, the state of last known address can claim the
property.

Paragraph (3) is the secondary rule of Texas v. New Jersey. 
The Supreme Court ruled that, when property is owed to persons
for whom there are no addresses, the property will be subject to
escheat by the state of the holder's domicile, provided that
another state may later claim upon proof that the last known
address of the person entitled to the property was within its
borders.  If the property is initially paid or turned over to the
state of corporate domicile, the state of last known address is
authorized to assert its claim pursuant to Section 25.  However,
unless the right to claim the property is initially conferred in
this section, there would be no basis for a reclamation action
under Section 25.  Where a holder originally had the address of
the owner and it has been subsequently destroyed, a computer code
may be one way of establishing an address within the state.

Paragraph (4) provides that, if the law of the state of the
owner's last known address does not provide for escheat or taking
custody of the unclaimed property or if that state's escheat or
unclaimed property law is not applicable to the property in
question, the property is subject to claim by the state in which
the holder is domiciled.  In that instance, the state of the
owner's last known address may thereafter claim the property if
it enacts an applicable unclaimed property law.  The holder state
will act as custodian and pay or deliver the property to the
owner or the state which has priority under Texas v. New Jersey
upon request;  see also State v. Liquidating Trustees of Republic
Petroleum Co., 510 S.W.2d 311 (Texas 1974).  See Section 25.
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Paragraph (5) provides that, when the last known address of
the apparent owner is in a foreign nation the state in which the
holder is domiciled may claim the property.  This issue was not
dealt with by the Supreme Court in Texas v. New Jersey, but is a
rational extension of that ruling.

Paragraph (6) provides for a situation in which neither of
the priority claims discussed in Texas v. New Jersey can be made,
but the state has a genuine and important contact with the
property.  An example of the type of claim which might be made
under paragraph (6) arose in O'Connor v. Sperry & Hutchinson Co.,
412 A.2d 539 (Pa.1980).  There Pennsylvania sought to escheat
unredeemed trading stamps sold by a corporation domiciled in New
Jersey to retailers located in Pennsylvania.  Pennsylvania took
the position that Texas v. New Jersey did not create a
jurisdictional bar to escheat by other states when the states
granted priority were unable to take.  There was no first
priority claim since there were no addresses of the trading stamp
purchasers.  The second priority claimant, the state of corporate
domicile (New Jersey), was not permitted under its law to escheat
trading stamps (see New Jersey v. Sperry & Hutchinson Co., 56
N.J.Super. 589, 153 A.2d 691 (1959), affirmed per curiam, 31 N.J.
385, 157 A.2d 505 (1960)) and hence Pennsylvania urged that in
order to prohibit a corporate windfall it should be allowed to
claim this property.  The Pennsylvania Supreme Court affirmed a
lower court decision which overruled Sperry & Hutchinson's motion
to dismiss but did not reach the Texas v. New Jersey issue.

Gift certificates, unused airline tickets, and other
property for which there is no last known address may be claimed
by the state of purchase if the state of corporate domicile does
not have an abandoned property law covering the property in
question under paragraph (6).

Wholly foreign transactions are excluded from the coverage
of the Act.  See Section 36.

 
§ 4. [Travelers Checks and Money Orders].

(a) Subject to subsection (d), any sum payable on a
travelers check that has been outstanding for more than 15 years
after its issuance is presumed abandoned unless the owner, within
15 years, has communicated in writing with the issuer concerning
it or otherwise indicated an interest as evidenced by a
memorandum or other record on file prepared by an employee of the
issuer.

(b) Subject to subsection (d), any sum payable on a money
order or similar written instrument, other than a third-party
bank check, that has been outstanding for more than 7 years after
its issuance is presumed abandoned unless the owner, within 7
years, has communicated in writing with the issuer concerning it
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or otherwise indicated an interest as evidenced by a memorandum
or other record on file prepared by an employee of the issuer.

(c) A holder may not deduct from the amount of a travelers
check or money order any charge imposed by reason of the failure
to present the instrument for payment unless there is a valid and
enforceable written contract between the issuer and the owner of
the instrument pursuant to which the issuer may impose a charge
and the issuer regularly imposes such charges and does not
regularly reverse or otherwise cancel them.

(d) No sum payable on a travelers check, money order, or
similar written instrument, other than a third-party bank check,
described in subsections (a) and (b) may be subjected to the
custody of this State as unclaimed property unless:

(1) the records of the issuer show that the
travelers check, money order, or similar written
instrument was purchased in this State;

(2) the issuer has its principal place of business
in this State and the records of the issuer do not show
the state in which the travelers check, money order, or
similar written instrument was purchased;  or

(3) the issuer has its principal place of business
in this State, the records of the issuer show the state
in which the travelers check, money order, or similar
written instrument was purchased and the laws of the
state of purchase do not provide for the escheat or
custodial taking of the property or its escheat or
unclaimed property law is not applicable to the
property.

(e) Notwithstanding any other provision of this Act,
subsection (d) applies to sums payable on travelers checks, money
orders, and similar written instruments presumed abandoned on or
after February 1, 1965, except to the extent that those sums have
been paid over to a state prior to January 1, 1974.

 

Comment

Prior Uniform Act Provision:

Section 2.

Section 4 is concerned with travelers checks and money
orders which are unclaimed.  Subsections (a) and (b) deal with
the substantive requirements for presuming this property
abandoned and follow closely the provisions of Section 2 of the
1966 Act.  Although the general dormancy period has been reduced
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for many kinds of property, the 15-year period for travelers
checks and the 7-year period for money orders is retained. 
Statistical and economic evidence has shown that these periods
continue to be appropriate.

Subsection (c) is consistent with those cases which have
ruled on the issue of service charges by money order issuers
under the 1966 Act.

Subsections (d) and (e) are new and adopt the rules,
including the dates, provided by congressional legislation which
determine the state entitled to claim sums payable on travelers
checks, money orders, and similar instruments, see Pub.L. 93-495,
§§ 603, 604 (Oct. 28, 1974), 88 Stat. 1525-26, 12 U.S.C. §§ 2501
et seq.  The congressional action was in response to the Supreme
Court decision in Pennsylvania v. New York, 407 U.S. 206 (1972),
which held that the state of corporate domicile was entitled to
escheat money orders when there was no last known address of the
purchaser although the property had been purchased in other
states.  Subsection (d) substitutes as the test for asserting a
claim to travelers checks and money orders the place of purchase
rather than the state of incorporation of the issuer.

§ 5. [Checks, Drafts and Similar Instruments Issued or Certified
by Banking and Financial Organizations].

(a) Any sum payable on a check, draft, or similar
instrument, except those subject to Section 4, on which a banking
or financial organization is directly liable, including a
cashier's check and a certified check, which has been outstanding
for more than 5 years after it was payable or after its issuance
if payable on demand, is presumed abandoned, unless the owner,
within 5 years, has communicated in writing with the banking or
financial organization concerning it or otherwise indicated an
interest as evidenced by a memorandum or other record on file
prepared by an employee thereof.

(b) A holder may not deduct from the amount of any
instrument subject to this section any charge imposed by reason
of the failure to present the instrument for payment unless there
is a valid and enforceable written contract between the holder
and the owner of the instrument pursuant to which the holder may
impose a charge, and the holder regularly imposes such charges
and does not regularly reverse or otherwise cancel them.

 

Comment

Prior Uniform Act Provision:

Section 2.
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Section 5 covers checks and similar instruments issued or
certified by banking and financial organizations.  Checks and
other instruments issued by persons other than banking and
financial organizations are covered generally by Section 2. 
Travelers checks and money orders are covered by Section 4.

 
§ 6. [Bank Deposits and Funds in Financial Organizations].

(a) Any demand, savings, or matured time deposit with a
banking or financial organization, including a deposit that is
automatically renewable, and any funds paid toward the purchase
of a share, a mutual investment certificate, or any other
interest in a banking or financial organization is presumed
abandoned unless the owner, within 5 years has:

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

(2) communicated in writing with the banking or
financial organization concerning the property;

(3) otherwise indicated an interest in the
property as evidenced by a memorandum or other record
on file prepared by an employee of the banking or
financial organization;

(4) owned other property to which paragraph (1),
(2), or (3) applies and if the banking or financial
organization communicates in writing with the owner
with regard to the property that would otherwise be
presumed abandoned under this subsection at the address
to which communications regarding the other property
regularly are sent;  or

(5) had another relationship with the banking or
financial organization concerning which the owner has

(i) communicated in writing with the
banking or financial organization;  or

(ii) otherwise indicated an interest as
evidenced by a memorandum or other record on
file prepared by an employee of the banking
or financial organization and if the banking
or financial organization communicates in
writing with the owner with regard to the
property that would otherwise be abandoned
under this subsection at the address to which
communications regarding the other
relationship regularly are sent.
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(b) For purposes of subsection (a) property includes
interest and dividends.

(c) A holder may not impose with respect to property
described in subsection (a) any charge due to dormancy or
inactivity or cease payment of interest unless:

(1) there is an enforceable written contract
between the holder and the owner of the property
pursuant to which the holder may impose a charge or
cease payment of interest;

(2) for property in excess of $2.00, the holder,
no more than 3 months before the initial imposition of
those charges or cessation of interest, has given
written notice to the owner of the amount of those
charges at the last known address of the owner stating
that those charges will be imposed or that interest
will cease, but the notice provided in this section
need not be given with respect to charges imposed or
interest ceased before the effective date of this Act; 
and

(3) the holder regularly imposes such charges or
ceases payment of interest and does not regularly
reverse or otherwise cancel them or retroactively
credit interest with respect to the property.

(d) Any property described in subsection (a) that is
automatically renewable is matured for purposes of subsection (a)
upon the expiration of its initial time period, but in the case
of any renewal to which the owner consents at or about the time
of renewal by communicating in writing with the banking or
financial organization or otherwise indicating consent as
evidenced by a memorandum or other record on file prepared by an
employee of the organization, the property is matured upon the
expiration of the last time period for which consent was given. 
If, at the time provided for delivery in Section 19, a penalty or
forfeiture in the payment of interest would result from the
delivery of the property, the time for delivery is extended until
the time when no penalty or forfeiture would result.

 

Comment

Prior Uniform Act Provision:

Section 2.

Section 6 covers bank accounts and follows closely Section
2(a) of the 1966 Act.  In addition to the depositor or owner
contacts contained in the 1966 Act which will prevent a
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presumption of abandonment, paragraphs (4) and (5) of subsection
(a) add two additional tests rebutting the presumption of
abandonment.  Activity by an owner with another account in the
bank or another active relationship between the owner and the
holder such as a loan will prevent abandonment provided the
holder gives notice to the owner of the inactive account.  These
changes will conform the Act to the practices of financial
organizations which issue unified bank statements or which are
otherwise able to cross reference owners of inactive accounts
with owners of active accounts.

Subsection (c) is consistent with those cases which have
construed the 1966 Act to require the reporting of savings
accounts (together with interest thereon) and checking accounts
where the holder for purposes of reporting seeks to impose
service charges and cease the payment of interest but regularly
reverses or cancels such charges and cessation of interest for
customers that reactivate their accounts.  If the holder does not
have a contract with the owner providing for charges he must, in
any event, report and deliver the property.

Subsection (c) may change banking statutes or regulations in
certain states.

Paragraph (2) of subsection (c) imposes the additional
requirement that notice of the imposition of such charges must be
provided to the owner at his last known address.  Since the cost
of mailing such a notice might approximate the amount of a $2.00
balance, notices are required only when the balance exceeds
$2.00.

Subsection (d) prevents a certificate of deposit with
automatic renewal provisions from being treated as perpetually
exempt from a presumption of abandonment.  The subsection also
insures that no interest penalty will result from the delivery of
such property during the interest term then in effect.  Although
delivery of such property is deferred, reporting is not.

 
§ 7. [Funds Owing Under Life Insurance Policies].

(a) Funds held or owing under any life or endowment
insurance policy or annuity contract that has matured or
terminated are presumed abandoned if unclaimed for more than 5
years after the funds became due and payable as established from
the records of the insurance company holding or owing the funds,
but property described in subsection (c)(2) is presumed abandoned
if unclaimed for more than 2 years.

(b) If a person other than the insured or annuitant is
entitled to the funds and an address of the person is not known
to the company or it is not definite and certain from the records
of the company who is entitled to the funds, it is presumed that
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the last known address of the person entitled to the funds is the
same as the last known address of the insured or annuitant
according to the records of the company.

(c) For purposes of this Act, a life or endowment insurance
policy or annuity contract not matured by actual proof of the
death of the insured or annuitant according to the records of the
company is matured and the proceeds due and payable if:

(1) the company knows that the insured or
annuitant has died;  or

(2)(i) the insured has attained, or would have
attained if he were living, the limiting age under the
mortality table on which the reserve is based;

(ii) the policy was in force at the time
the insured attained, or would have attained,
the limiting age specified in subparagraph
(i);  and

(iii) neither the insured nor any other
person appearing to have an interest in the
policy within the preceding 2 years,
according to the records of the company, has
assigned, readjusted, or paid premiums on the
policy, subjected the policy to a loan,
corresponded in writing with the company
concerning the policy, or otherwise indicated
an interest as evidenced by a memorandum or
other record on file prepared by an employee
of the company.

(d) For purposes of this Act, the application of an
automatic premium loan provision or other nonforfeiture provision
contained in an insurance policy does not prevent a policy from
being matured or terminated under subsection (a) if the insured
has died or the insured or the beneficiary of the policy
otherwise has become entitled to the proceeds thereof before the
depletion of the cash surrender value of a policy by the
application of those provisions.

(e) If the laws of this State or the terms of the life
insurance policy require the company to give notice to the
insured or owner that an automatic premium loan provision or
other nonforfeiture provision has been exercised and the notice,
given to an insured or owner whose last known address according
to the records of the company is in this State, is undeliverable,
the company shall make a reasonable search to ascertain the
policyholder's correct address to which the notice must be
mailed.
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(f) Notwithstanding any other provision of law, if the
company learns of the death of the insured or annuitant and the
beneficiary has not communicated with the insurer within 4 months
after the death, the company shall take reasonable steps to pay
the proceeds to the beneficiary.

(g) Commencing 2 years after the effective date of this Act,
every change of beneficiary form issued by an insurance company
under any life or endowment insurance policy or annuity contract
to an insured or owner who is a resident of this State must
request the following information:

(1) the name of each beneficiary, or if a class of
beneficiaries is named, the name of each current
beneficiary in the class;

(2) the address of each beneficiary;  and

(3) the relationship of each beneficiary to the
insured.

 

Comment

Prior Uniform Act Provision:

Section 3.

Subsections (a) and (b) restate the substance of Section
3(a) of the 1966 Act.  Paragraph (1) of subsection (c) provides
that proceeds of a life insurance policy are presumed abandoned
if the insurer is aware that the insured has died even though
actual proof of death has not been furnished to the insurer. 
Under the 1966 Act these proceeds generally would not have been
reportable until the 103rd anniversary of the decedent's birth. 
Paragraph (2) of subsection (c) provides that the policy proceeds
are payable if the limiting age under the mortality table on
which the reserve is based is reached and there has been no
activity with respect to the policy for 2 years.  This is a
restatement of a similar provision in subsection (b) of Section 3
of the 1966 Act;  however, the abandonment period has been
reduced from 7 to 2 years.

Subsection (d) provides that the application of an automatic
premium loan provision will not be used to consume the proceeds
of a policy and prevent the policy from being matured under
subsection (a) if the insured has died or if the beneficiaries
have otherwise become entitled to the proceeds of the policy.

Subsection (e) in certain instances imposes an affirmative
duty upon the insurer to ascertain a correct address of an
insured who fails to receive notice of the exercise of the

App. 735



nonforfeiture option.  In these cases it is expected that as a
result of the search the insurer will become aware that the
insured is deceased.  Subsection (f) then requires the insurer to
attempt to locate the beneficiaries and pay the policy proceeds,
a duty apparently not heretofore imposed on insurance companies. 
See Insurer's Duty to Disclose the Existence of a Policy, 76
Colum.L.Rev. 825 (1976).

Subsection (f) provides for the insurer to request the
addresses of beneficiaries if the insured changes a beneficiary
designation.  Most insurance companies do not request address
information for beneficiaries.  Since in many instances the
initial beneficiary resides in the same household as the insured
and the administrative burden of accumulating address information
is thought to be considerable, the obligation to obtain the
address is deferred until such time as a change of beneficiary
occurs.  This subsection will assist in locating this limited
class of beneficiaries.  By making the commencement date of this
subsection 2 years after enactment, insurers will be provided
sufficient time within which to undertake the necessary
administrative steps to implement this provision.

Civil penalties are provided by Section 34(b) for failure to
perform the duties imposed by subsections (f) and (g).

 
§ 8. [Deposits Held by Utilities].

A deposit, including any interest thereon, made by a
subscriber with a utility to secure payment or any sum paid in
advance for utility services to be furnished, less any lawful
deductions, that remains unclaimed by the owner for more than one
year after termination of the services for which the deposit or
advance payment was made is presumed abandoned.

 

Comment

Prior Uniform Act Provision:

Section 4.

The requirement that the services be furnished in the state
before a presumption of abandonment arises is eliminated.  This
is consistent with Texas v. New Jersey, 379 U.S. 674 (1965).  The
dormancy period for the property is one year.  The fact that a
deposit in the hands of the utility can be of no benefit to the
former subscriber raises a strong inference that it has been
forgotten by the owner.

See Section 1(10) for the definition of "utility."

App. 736



Intangible property held by utilities other than deposits
are subject to the 5-year period set forth in Section 2(a).

 

§ 9. [Refunds Held by Business Associations].

Except to the extent otherwise ordered by the court or
administrative agency, any sum that a business association has
been ordered to refund by a court or administrative agency which
has remained unclaimed by the owner for more than one year after
it became payable in accordance with the final determination or
order providing for the refund, whether or not the final
determination or order requires any person entitled to a refund
to make a claim for it, is presumed abandoned.

 

Comment

Prior Uniform Act Provision:

Section 4.

Section 9 provides that court or administrative agency
ordered refunds which remain unclaimed for more than one year are
presumed abandoned.  The short dormancy period of one year is
justified since no possible advantage can occur to the owner by
leaving his property with the holder, and failure to claim a
refund is strong evidence that the property has been abandoned.

 

§ 10. [Stock and Other Intangible Interests in Business
Associations].

(a) Except as provided in subsections (b) and (e), stock or
other intangible ownership interest in a business association,
the existence of which is evidenced by records available to the
association, is presumed abandoned and, with respect to the
interest, the association is the holder, if a dividend,
distribution, or other sum payable as a result of the interest
has remained unclaimed by the owner for 7 years and the owner
within 7 years has not:

(1) communicated in writing with the association
regarding the interest or a dividend, distribution, or
other sum payable as a result of the interest;  or

(2) otherwise communicated with the association
regarding the interest or a dividend, distribution, or
other sum payable as a result of the interest, as
evidenced by a memorandum or other record on file with
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the association prepared by an employee of the
association.

(b) At the expiration of a 7-year period following the
failure of the owner to claim a dividend, distribution, or other
sum payable to the owner as a result of the interest, the
interest is not presumed abandoned unless there have been at
least 7 dividends, distributions, or other sums paid during the
period, none of which has been claimed by the owner.  If 7
dividends, distributions, or other sums are paid during the
7-year period, the period leading to a presumption of abandonment
commences on the date payment of the first such unclaimed
dividend, distribution, or other sum became due and payable.  If
7 dividends, distributions, or other sums are not paid during the
presumptive period, the period continues to run until there have
been 7 dividends, distributions, or other sums that have not been
claimed by the owner.

(c) The running of the 7-year period of abandonment ceases
immediately upon the occurrence of a communication referred to in
subsection (a).  If any future dividend, distribution, or other
sum payable to the owner as a result of the interest is
subsequently not claimed by the owner, a new period of
abandonment commences and relates back to the time a subsequent
dividend, distribution, or other sum became due and payable.

(d) At the time an interest is presumed abandoned under this
section, any dividend, distribution, or other sum then held for
or owing to the owner as a result of the interest, and not
previously presumed abandoned, is presumed abandoned.

(e) This Act does not apply to any stock or other intangible
ownership interest enrolled in a plan that provides for the
automatic reinvestment of dividends, distributions, or other sums
payable as a result of the interest unless the records available
to the administrator of the plan show, with respect to any
intangible ownership interest not enrolled in the reinvestment
plan, that the owner has not within 7 years communicated in any
manner described in subsection (a).

 

Comment

Prior Uniform Act Provision:

Section 5.

Section 10 covers underlying shares of stock and principal
amounts of debt securities, i.e., stock certificates in the
possession of the record owner.  Dividends and other1 

distributions which were included in Section 5 of the 1966 Act
are to be reported pursuant to Section 2 of this Act.
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It has generally been assumed that Section 5 of the 1966 Act1 

did not cover underlying shares unless those shares were in the
actual possession of the issuer (i.e., as undeliverable stock). 
However, the Supreme Court's analysis of the New Jersey escheat
statute in Standard Oil Co. v. New Jersey, 341 U.S. 428 (1951),
suggests that Sections 5 and 9 of the 1966 Act apply to
underlying shares even though they are not in the possession of
the issuer but have been delivered to an owner who is lost and
has made no claim on the stock.  It has generally been assumed
that actual certificates for the abandoned shares in Standard Oil
were in the possession of the company or its transfer agent. 
However, the record clearly reflects that neither the company or
its transfer agent had custody of the shares.  (See Stipulation
Of Facts Entered Between the state of New Jersey and the Standard
Oil Company, Exhibit 3, Clerks Transcript, pp. 198a and 199a, see
also, p. 77a, p. 233a.)  The Supreme Court affirmed New Jersey's
claim to escheat the shares notwithstanding that its laws did not
expressly refer to underlying shares.

Even if underlying shares not in the possession of the
issuer were not within the coverage of Section 5 of the 1966 Act,
the comment to Section 9 of that Act, the omnibus provision,
indicate that this type of property was within the coverage of
Section 9.  However, the fact remains that no states with the
Uniform Act have sought to recover this property in a systematic
way.

Several states have enacted specific provisions for the
presumption of abandonment of underlying share certificates. 
Typical is the provision of California (Cal.Civ.Pro.Code § 1516)
which provides that the underlying intangible interest is
presumed abandoned if the owner has not contacted the company
within the abandonment period and he cannot be found whether or
not dividends on that interest are paid.  Connecticut, Florida,
Indiana, Massachusetts, Montana, New York, Rhode Island,
Wisconsin and Virginia also have specific provisions for the
presumption of abandonment of underlying shares.  States with
escheat laws similar to New Jersey's would be entitled to claim
underlying shares based on the Standard Oil precedent.

Two major concerns have been expressed with the concept of
presuming abandonment of underlying stock interests.  The first
deals with the evidential showing necessary to raise a
presumption of abandonment, and the second concerns the rights of
the various parties when underlying stock interests are presumed
abandoned.

Under what set of circumstances is it appropriate to presume
that stock has been abandoned when the shares have been delivered
to an owner and are no longer in the possession of the issuer? 
Section 10 establishes a longer dormancy period, (7 years) for
this property than for other property covered by this Act. 
Further, Section 10 requires that there must be at least 7
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consecutive dividend checks issued during this period of dormancy
which remain uncashed.  Additionally, the presumption of
abandonment will not arise in the event the missing owner has
communicated with the association.  In this regard, the
communication would normally be with an agent of the association
such as a transfer agent or a dividend disbursing agent.  Of
course, such communication would satisfy the provision of this
section.  The existing underlying shares statutes make no formal
distinction between dividend and nondividend paying stock and
provide that the mere passage of time with no contact is
sufficient to raise the presumption of abandonment.  Section 10
combines both a period of inactivity, 7 years, with the
requirement that distributions paid on the underlying intangible
interest remain unclaimed, thus avoiding concerns that
abandonment should not be presumed where a shareholder has not
contacted a non-dividend paying company.

If the conditions leading to a presumption of abandonment
have occurred, the holder (issuer of the security) must report to
the state pursuant to Section 17, and if the holder has in its
records an address of the owner, it must send written notice to
the owner in an effort to reunite the owner with his property. 
Thereafter the administrator must give notice by advertising the
existence of the property and send mailed notice to owners of
property valued at $50 or more.  See Section 18.

Many owners will be located through the publication and mail
notice requirements of the Act.  In the event abandonment is
presumed and the owner subsequently appears, there are at least 3
formal opportunities to reunite that owner with the issuer before
a duplicate certificate is turned over to the administrator.

If the owner is not located, however, a duplicate
certificate is issued to the administrator pursuant to Section
19(d) and the original certificate will be cancelled. 
Thereafter, if the owner appears, the duplicate certificate may
be claimed from the administrator.  The Act is designed to
encourage the administrator to hold the certificate for at least
3 years.  (See Section 22(d).)  If the administrator does sell
the stock before the expiration of this 3-year period, the
original owner may recover the net proceeds of sale or the market
value of the property at the time he makes a claim, whichever is
higher.  If the owner appears after the 3-year holding period and
after his interest has been sold, he recovers the net proceeds of
sale.

The issuer who delivers a duplicate certificate under the
Act is protected, because upon delivery it is relieved of all
liability to the extent of the value of the property delivered
under Section 20.  If any person thereafter makes a claim against
the holder, the administrator is required to indemnify the holder
against any liability on the claim.  The required indemnity is
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complete, and it is not restricted to the value of the property
turned over.

If a purchaser from the owner turns up and presents the
original share for registration after the property has been
presumed abandoned, his claim is initially under the UCC. 
However, because of the indemnity provision in Section 20, the
state will be required to assume all liability.  UCC § 8-405
provides that the issuer must register the transfer unless to do
so would result in overissue.  In this event, the purchaser's
rights are determined by UCC § 8-104 and, if a similar security
is not reasonably available for purchase, he recovers the price
he paid the original owner.  Presumably the issuer would call on
the administrator to fulfill his requirement of indemnity.  If
the administrator still has the duplicate certificate, he would
turn it over to the purchaser.

Subsection (e) would not require the reporting of interests
enrolled in dividend reinvestment plans unless the owner has
other stock which is not in dividend reinvestment and which would
be presumed abandoned under Section 10.

 

§ 11. [Property of Business Associations Held in Course of
Dissolution].

Intangible property distributable in the course of a
dissolution of a business association which remains unclaimed by
the owner for more than one year after the date specified for
final distribution is presumed abandoned.

 

Comment

Prior Uniform Act Provision:

Section 6.

This section closely follows Section 6 of the 1966 Act
except that the dormancy period has been reduced to one year from
2 years.  This section covers both voluntary and involuntary
dissolutions.

§ 12. [Property Held By Agents and Fiduciaries].

(a) Intangible property and any income or increment derived
therefrom held in a fiduciary capacity for the benefit of another
person is presumed abandoned unless the owner, within 5 years
after it has become payable or distributable, has increased or
decreased the principal, accepted payment of principal or income,
communicated concerning the property, or otherwise indicated an
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interest as evidenced by a memorandum or other record on file
prepared by the fiduciary.

(b) Funds in an individual retirement account or a
retirement plan for self-employed individuals or similar account
or plan established pursuant to the Internal Revenue laws of the
United States are not payable or distributable within the meaning
of subsection (a) unless, under the terms of the account or plan,
distribution of all or part of the funds would then be mandatory.

(c) For the purpose of this section, a person who holds
property as an agent for a business association is deemed to hold
the property in a fiduciary capacity for that business
association alone, unless the agreement between him and the
business association provides otherwise.

(d) For the purposes of this Act, a person who is deemed to
hold property in a fiduciary capacity for a business association
alone is the holder of the property only insofar as the interest
of the business association in the property is concerned, and the
business association is the holder of the property insofar as the
interest of any other person in the property is concerned.

 

Comment

Prior Uniform Act Provision:

Section 7.

Intangible property is not "payable or distributable" under
subsection (a) if the fiduciary possesses merely the discretion
to pay or distribute property and has not exercised the
discretion.

Subsection (d) is designed to clarify the status of transfer
agents.  That is, they are agents for the business association
and the administrator must look to the principal, the business
association, as the holder, unless they have contractually
undertaken the obligation to report the property.  A later
section provides that the administrator is authorized to examine
the records of the holder or records relating to the holder which
are in the possession of the transfer agent.  See Section 30.

 
§ 13. [Property Held by Courts and Public Agencies].

Intangible property held for the owner by a court, state or
other government, governmental subdivision or agency, public
corporation, or public authority which remains unclaimed by the
owner for more than one year after becoming payable or
distributable is presumed abandoned.
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Comment

Prior Uniform Act Provision:

Section 8.

 

§ 14. [Gift Certificates and Credit Memos].

(a) A gift certificate or a credit memo issued in the
ordinary course of an issuer's business which remains unclaimed
by the owner for more than 5 years after becoming payable or
distributable is presumed abandoned.

(b) In the case of a gift certificate, the amount presumed
abandoned is the price paid by the purchaser for the gift
certificate.  In the case of a credit memo, the amount presumed
abandoned is the amount credited to the recipient of the memo.

 

Comment

Prior Uniform Act Provision:

Section 9.

Section 14 should be read in conjunction with Section 2. 
The comment to Section 2 is particularly pertinent to this
section.  Holders did not routinely report gift certificates and
credit memos under the 1966 Act, but it has been held that both
kinds of property are within the coverage of Section 9 of that
Act.  See, for instance, People v. Marshall Field & Co., 83
Ill.App.3d 811, 404 N.E.2d 368 (1980).

Subsection (b) is intended to clarify the amount reportable
which is represented by gift certificates and credit memos.  In
the case of a gift certificate, it is the price paid by the
purchaser.  In the case of a credit memo, it is the amount
credited to the recipient's account.

§ 15. [Wages].

Unpaid wages, including wages represented by unpresented
payroll checks, owing in the ordinary course of the holder's
business which remain unclaimed by the owner for more than one
year after becoming payable are presumed abandoned.
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Comment

Prior Uniform Act Provision:

Section 9.

Since the chance of locating the missing owner of a wage
check materially decreases with the passage of time, this
property is presumed abandoned at an earlier period than that for
most other property.

 

§ 16. [Contents of Safe Deposit Box or Other Safekeeping
Repository].

All tangible and intangible property held in a safe deposit
box or any other safekeeping repository in this State in the
ordinary course of the holder's business and proceeds resulting
from the sale of the property permitted by other law, which
remain unclaimed by the owner for more than 5 years after the
lease or rental period on the box or other repository has
expired, are presumed abandoned.

 

Comment

Prior Uniform Act Provision:

Section 2(d).

Section 16 parallels Section 2(d) of the 1966 Act.  This
Section is not intended to cover property left in places other
than safekeeping repositories, for example, airport lockers or
field warehouses.  Its coverage is limited to safe deposit boxes
in banks and other financial institutions.  Most states have
statutory provisions apart from the unclaimed property law for
the disposition of property abandoned in such places as airport
lockers.

 

§ 17. [Report of Abandoned Property].

(a) A person holding property tangible or intangible,
presumed abandoned and subject to custody as unclaimed property
under this Act shall report to the administrator concerning the
property as provided in this section.

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

(1) except with respect to travelers checks and
money orders, the name, if known, and last known
address, if any, of each person appearing from the
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records of the holder to be the owner of property of
the value of $25 or more presumed abandoned under this
Act;

(2) in the case of unclaimed funds of $25 or more
held or owing under any life or endowment insurance
policy or annuity contract, the full name and last
known address of the insured or annuitant and of the
beneficiary according to the records of the insurance
company holding or owing the funds;

(3) in the case of the contents of a safe deposit
box or other safekeeping repository or of other
tangible property, a description of the property and
the place where it is held and may be inspected by the
administrator and any amounts owing to the holder;

(4) the nature and identifying number, if any, or
description of the property and the amount appearing
from the records to be due, but items of value under
$25 each may be reported in the aggregate;

(5) the date the property became payable,
demandable, or returnable, and the date of the last
transaction with the apparent owner with respect to the
property;  and

(6) other information the administrator prescribes
by rule as necessary for the administration of this
Act.

(c) If the person holding property presumed abandoned and
subject to custody as unclaimed property is a successor to other
persons who previously held the property for the apparent owner
or the holder has changed his name while holding the property, he
shall file with his report all known names and addresses of each
previous holder of the property.

(d) The report must be filed before November 1 of each year
as of June 30, next preceding, but the report of any life
insurance company must be filed before May 1 of each year as of
December 31 next preceding.  On written request by any person
required to file a report, the administrator may postpone the
reporting date.

(e) Not more than 120 days before filing the report required
by this section, the holder in possession of property presumed
abandoned and subject to custody as unclaimed property under this
Act shall send written notice to the apparent owner at his last
known address informing him that the holder is in possession of
property subject to this Act if:
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(i) the holder has in its records an address for
the apparent owner which the holder's records do not
disclose to be inaccurate,

(ii) the claim of the apparent owner is not barred
by the statute of limitations, and

(iii) the property has a value of $50 or more.

 

Comment

Prior Uniform Act Provision:

Section 11.

The $25 minimum provided in subsection (b)(1)(2) and (4)
represents an increase from $3.00 in the 1966 Act in order to
minimize reporting expenses.  Almost every state which enacted
the prior Uniform Act now provides for a $25 minimum.

Before filing its report, the holder must send written
notice to the apparent owner, if the owner's claim is not barred
by the statute of limitations, the property has a value of $50 or
more, and the holder's records do not disclose the address to be
inaccurate.  Other efforts to locate the owner are no longer
required.  Since most notifications under the 1966 Act were
returned as undeliverable, and the administrator must also mail a
notice under Section 18 to owners of property having a value of
$50 or more, the holder should not be compelled to incur the
expense of preparing and mailing notices under all circumstances.

The subsection now requires that the notice be sent not more
than 120 days before the filing of the report.  The previous
subsection did not specify when the notice was to be given, and
some holders felt that notices given years earlier were
sufficient.

 
§ 18. [Notice and Publication of Lists of Abandoned Property].

(a) The administrator shall cause a notice to be published
not later than March 1, or in the case of property reported by
life insurance companies, September 1, of the year immediately
following the report required by Section 17 at least once a week
for 2 consecutive weeks in a newspaper of general circulation in
the [county] of 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 the address is outside this State, the notice must
be published in the [county] in which the holder of the property
has its principal place of business within this State.
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(b) The published notice must be entitled "Notice of Names
of Persons Appearing to be Owners of Abandoned Property" and
contain:

(1) the names in alphabetical order and last known
address, if any, of persons listed in the report and
entitled to notice within the [county] as specified in
subsection (a);

(2) a statement that information concerning the
property and the name and last known address of the
holder may be obtained by any person possessing an
interest in the property by addressing an inquiry to
the administrator;  and

(3) a statement that if proof of claim is not
presented by the owner to the holder and the owner's
right to receive the property is not established to the
holder's satisfaction before April 20, or, in the case
of property reported by life insurance companies,
before October 20, the property will be placed not
later than May 1, or in the case of property reported
by life insurance companies, not later than November 1,
in the custody of the administrator and all further
claims must thereafter be directed to the
administrator.

(c) The administrator is not required to publish in the
notice any items of less than $[50] unless the administrator
considers their publication to be in the public interest.

(d) Not later than March 1, or in the case of property
reported by life insurance companies, not later than September 1,
of the year immediately following the report required by Section
17, the administrator shall mail a notice to each person whose
last known address is listed in the report and who appears to be
entitled to property of the value of $[50] or more presumed
abandoned under this Act and any beneficiary of a life or
endowment insurance policy or annuity contract for whom the
administrator has a last known address.

(e) The mailed notice must contain:

(1) a statement that, according to a report filed
with the administrator, property is being held to which
the addressee appears entitled;

(2) the name and last known address of the person
holding the property and any necessary information
regarding the changes of name and last known address of
the holder;  and

App. 747



(3) a statement that, if satisfactory proof of
claim is not presented by the owner to the holder by
the date specified in the published notice, the
property will be placed in the custody of the
administrator and all further claims must be directed
to the administrator.

(f) This section is not applicable to sums payable on
travelers checks, money orders, and other written instruments
presumed abandoned under Section 4.

 

Comment

Prior Uniform Act Provision:

Section 12.

Subsections (a) and (b)(3) set forth the dates by which the
administrator must publish the names of missing owners and mail
notification to the last known address of each owner.  This
section eliminates the requirement of the 1966 Act that a
separate notification be given by the administrator to the holder
to establish when the final report and remittance is required.

Subsections (c) and (d) have increased from $25 to $50 the
minimum value required for advertising and notification.  The
amounts were increased because the costs of publishing newspaper
advertisements now range from $12 to $22 per name.  Because most
mailed notifications are returned to administrators as
undeliverable, the mailing minimum was also increased.

 
§ 19. [Payment or Delivery of Abandoned Property].

(a) Except as otherwise provided in subsections (b) and (c),
a person who is required to file a report under Section 17,
within 6 months after the final date for filing the report as
required by Section 17, shall pay or deliver to the administrator
all abandoned property required to be reported.

(b) If the owner establishes the right to receive the
abandoned property to the satisfaction of the holder before the
property has been delivered or it appears that for some other
reason the presumption of abandonment is erroneous, the holder
need not pay or deliver the property to the administrator, and
the property will no longer be presumed abandoned.  In that case,
the holder shall file with the administrator a verified written
explanation of the proof of claim or of the error in the
presumption of abandonment.
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(c) Property reported under Section 17 for which the holder
is not required to report the name of the apparent owner must be
delivered to the administrator at the time of filing the report.

(d) The holder of an interest under Section 10 shall deliver
a duplicate certificate or other evidence of ownership if the
holder does not issue certificates of ownership to the
administrator.  Upon delivery of a duplicate certificate to the
administrator, the holder and any transfer agent, registrar, or
other person acting for or on behalf of a holder in executing or
delivering the duplicate certificate is relieved of all liability
of every kind in accordance with the provision of Section 20 to
every person, including any person acquiring the original
certificate or the duplicate of the certificate issued to the
administrator, for any losses or damages resulting to any person
by the issuance and delivery to the administrator of the
duplicate certificate.

 

Comment

Prior Uniform Act Provision:

Section 13.

Subsections (a) through (c) restate the substance of Section
13 of the 1966 Act.  The holder is required to pay over the
property within 6 months after reporting its existence.  However,
if the holder does not know the owner's name or the value of the
property is less than $25, then the property must be turned over
to the administrator at the time of filing the report.  The
notification provisions of Sections 17 and 18 often stimulate
owners to reclaim their property and the retention period of 6
months permits the holder to honor these claims.

Subsection (d) provides that the holder of an underlying
stock interest presumed abandoned under Section 10 shall deliver
a duplicate certificate to the administrator.  Upon delivery the
holder, in accordance with the provisions of Section 20, is
relieved of all liability to any person occasioned by the
reappearance of the original certificate or the issuance of the
duplicate certificate.  In this connection, see the comment to
Section 10.

 
§ 20. [Custody by State;  Holder Relieved from Liability; 
Reimbursement of Holder Paying Claim;  Reclaiming for Owner; 
Defense of Holder;  Payment of Safe Deposit Box or Repository
Charges].

(a) Upon the payment or delivery of property to the
administrator, the state assumes custody and responsibility for
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the safekeeping of the property.  A person who pays or delivers
property to the administrator in good faith is relieved of all
liability to the extent of the value of the property paid or
delivered for any claim then existing or which thereafter may
arise or be made in respect to the property.

(b) A holder who has paid money to the administrator
pursuant to this Act may make payment to any person appearing to
the holder to be entitled to payment and, upon filing proof of
payment and proof that the payee was entitled thereto, the
administrator shall promptly reimburse the holder for the payment
without imposing any fee or other charge.  If reimbursement is
sought for a payment made on a negotiable instrument, including a
travelers check or money order, the holder must be reimbursed
under this subsection upon filing proof that the instrument was
duly presented and that payment was made to a person who appeared
to the holder to be entitled to payment.  The holder must be
reimbursed for payment made under this subsection even if the
payment was made to a person whose claim was barred under Section
29(a).

(c) A holder who has delivered property (including a
certificate of any interest in a business association) other than
money to the administrator pursuant to this Act may reclaim the
property if still in the possession of the administrator, without
paying any fee or other charge, upon filing proof that the owner
has claimed the property from the holder.

(d) The administrator may accept the holder's affidavit as
sufficient proof of the facts that entitle the holder to recover
money and property under this section.

(e) If the holder pays or delivers property to the
administrator in good faith and thereafter another person claims
the property from the holder or another state claims the money or
property under its laws relating to escheat or abandoned or
unclaimed property, the administrator, upon written notice of the
claim, shall defend the holder against the claim and indemnify
the holder against any liability on the claim.

(f) For the purposes of this section, "good faith" means
that

(1) payment or delivery was made in a reasonable
attempt to comply with this Act;

(2) the person delivering the property was not a
fiduciary then in breach of trust in respect to the
property and had a reasonable basis for believing,
based on the facts then known to him, that the property
was abandoned for the purposes of this Act;  and
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(3) there is no showing that the records pursuant
to which the delivery was made did not meet reasonable
commercial standards of practice in the industry.

(g) Property removed from a safe deposit box or other
safekeeping repository is received by the administrator subject
to the holder's right under this subsection to be reimbursed for
the actual cost of the opening and to any valid lien or contract
providing for the holder to be reimbursed for unpaid rent or
storage charges.  The administrator shall reimburse or pay the
holder out of the proceeds remaining after deducting the
administrator's selling cost.

 

Comment

Prior Uniform Act Provision:

Section 14.

When property is turned over to the state, the holder is
relieved of all liability for any turnover made in good faith. 
Subsection (f) sets forth a definition of good faith which inter
alia allows the holder to rely on its records if they meet
reasonable commercial standards of practice in the industry.

The section also permits the holder to obtain reimbursement
for claims it elected to pay to owners who appeared after the
property was turned over.  If a state in enacting Section 24(c)
provides for the payment of interest on property delivered to the
administrator, then the holder will add such interest when paying
the claim.  See Section 24(d).

If after turnover, any person or another state makes a claim
on the holder, the state, upon request, is required to defend the
holder and indemnify him against any liability.  This provision
is particularly important in light of the underlying share
provisions of Section 10.  The comment to that section is
pertinent here as well.

 
§ 21. [Crediting of Dividends, Interest, or Increments to Owner's
Account].

Whenever property other than money is paid or delivered to
the administrator under this Act, the owner is entitled to
receive from the administrator any dividends, interest, or other
increments realized or accruing on the property at or before
liquidation or conversion thereof into money.
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Comment

Prior Uniform Act Provision:

Section 15.

This section changes Section 15 of the 1966 Act which
provided that the owner was not entitled to receive any income or
other increment accruing after the delivery of unclaimed property
to the administrator.  This Act provides for some substantial
retention periods by the administrator.  For instance, securities
obtained pursuant to Section 10 will generally be held for a
3-year period prior to sale.  The owner will be entitled to
dividends, interest or other increment realized or accruing on
the property during this 3-year period.

 
§ 22. [Public Sale of Abandoned Property].

(a) Except as provided in subsections (b) and (c), the
administrator, within 3 years after the receipt of abandoned
property, shall sell it to the highest bidder at public sale in
whatever city in the state affords in the judgment of the
administrator the most favorable market for the property
involved.  The administrator may decline the highest bid and
reoffer the property for sale if in the judgment of the
administrator the bid is insufficient.  If in the judgment of the
administrator the probable cost of sale exceeds the value of the
property, it need not be offered for sale.  Any sale held under
this section must be preceded by a single publication of notice,
at least [3] weeks in advance of sale, in a newspaper of general
circulation in the [county] in which the property is to be sold.

(b) Securities listed on an established stock exchange must
be sold at prices prevailing at the time of sale on the exchange. 
Other securities may be sold over the counter at prices
prevailing at the time of sale or by any other method the
administrator considers advisable.

(c) Unless the administrator considers it to be in the best
interest of the state to do otherwise, all securities, other than
those presumed abandoned under Section 10, delivered to the
administrator must be held for at least one year before he may
sell them.

(d) Unless the administrator considers it to be in the best
interest of the state to do otherwise, all securities presumed
abandoned under Section 10 and delivered to the administrator
must be held for at least 3 years before he may sell them.  If
the administrator sells any securities delivered pursuant to
Section 10 before the expiration of the 3-year period, any person
making a claim pursuant to this Act before the end of the 3-year
period is entitled to either the proceeds of the sale of the
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securities or the market value of the securities at the time the
claim is made, whichever amount is greater, less any deduction
for fees pursuant to Section 23(b).  A person making a claim
under this Act after the expiration of this period is entitled to
receive either the securities delivered to the administrator by
the holder, if they still remain in the hands of the
administrator, or the proceeds received from sale, less any
amounts deducted pursuant to Section 23(b), but no person has any
claim under this Act against the state, the holder, any transfer
agent, registrar, or other person acting for or on behalf of a
holder for any appreciation in the value of the property
occurring after delivery by the holder to the administrator.

(e) The purchaser of property at any sale conducted by the
administrator pursuant to this Act takes the property free of all
claims of the owner or previous holder thereof and of all persons
claiming through or under them.  The administrator shall execute
all documents necessary to complete the transfer of ownership.

 

Comment

Prior Uniform Act Provision:

Section 17.

In order to give additional protection to the missing owner
of a security which has been presumed abandoned and is not
subject to Section 10, this section directs the administrator to
hold that security for at least one year.

If the security is one which has been presumed abandoned
pursuant to Section 10 the administrator is expected to hold the
security for 3 years.  He is permitted to sell the security
within this 3-year period, but if the missing owner appears and
makes claim for the security within this 3-year period after the
administrator has sold it, the missing owner is entitled to
receive the proceeds of the sale or the market value of the
securities at the time the claim is made.  Thus there is a
genuine incentive for an administrator to hold this property for
the requisite 3-year period.

Subsection (b) permits an administrator to sell securities
at prevailing prices directly to the issuing companies.

 
§ 23. [Deposit of Funds].

[ (a) ] Except as otherwise provided by this section, the
administrator shall promptly deposit in the [general fund] of
this State all funds received under this Act, including the
proceeds from the sale of abandoned property under Section 22. 
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The administrator shall retain in a separate trust fund an amount
not less than $[100,000] from which prompt payment of claims duly
allowed must be made by him.  Before making the deposit, the
administrator shall record the name and last known address of
each person appearing from the holders' reports to be entitled to
the property and the name and last known address of each insured
person or annuitant and beneficiary and with respect to each
policy or contract listed in the report of an insurance company
its number, the name of the company, and the amount due.  The
record must be available for public inspection at all reasonable
business hours.

[ (b) Before making any deposit to the credit of the
[general fund], the administrator may deduct:

(1) any costs in connection with the sale of
abandoned property;

(2) costs of mailing and publication in connection
with any abandoned property;

(3) reasonable service charges;  and

(4) costs incurred in examining records of holders
of property and in collecting the property from those
holders.]

 

Comment

Prior Uniform Act Provision:

Section 18.

This section increases from $25,000 to $100,000 the sum
which is recommended to be retained in a trust account for
payment of claims.  Each state based on its own experience will
establish a minimum amount to be kept on hand in order that
claims will be quickly paid.  If a state receives substantial
amounts represented by underlying stock certificates pursuant to
Section 10, it is contemplated that the amount of the trust fund
which it selects will reflect its experience in paying owners'
claims.  The practice in most states is for the legislature in
its appropriation bill to provide for a continuing appropriation
of general funds to pay abandoned property claims.

 
§ 24. [Filing of Claim with Administrator].

(a) A person, excluding another state, claiming an interest
in any property paid or delivered to the administrator may file
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with him a claim on a form prescribed by him and verified by the
claimant.

(b) The administrator shall consider each claim within 90
days after it is filed and give written notice to the claimant if
the claim is denied in whole or in part.  The notice may be given
by mailing it to the last address, if any, stated in the claim as
the address to which notices are to be sent.  If no address for
notices is stated in the claim, the notice may be mailed to the
last address, if any, of the claimant as stated in the claim.  No
notice of denial need be given if the claim fails to state either
the last address to which notices are to be sent or the address
of the claimant.

(c) If a claim is allowed, the administrator shall pay over
or deliver to the claimant the property or the amount the
administrator actually received or the net proceeds if it has
been sold by the administrator, together with any additional
amount required by Section 21.  If the claim is for property
presumed abandoned under Section 10 which was sold by the
administrator within 3 years after the date of delivery, the
amount payable for that claim is the value of the property at the
time the claim was made or the net proceeds of sale, whichever is
greater.  If the property claimed was interest-bearing to the
owner on the date of surrender by the holder, the administrator
also shall pay interest at a rate of [ ] percent a year or any
lesser rate the property earned while in the possession of the
holder.  Interest begins to accrue when the property is delivered
to the administrator and ceases on the earlier of the expiration
of 10 years after delivery or the date on which payment is made
to the owner.  No interest on interest-bearing property is
payable for any period before the effective date of this Act.

(d) Any holder who pays the owner for property that has been
delivered to the state and which, if claimed from the
administrator, would be subject to subsection (c) shall add
interest as provided in subsection (c).  The added interest must
be repaid to the holder by the administrator in the same manner
as the principal.

 

Comment

Prior Uniform Act Provisions:

Sections 19 and 20.

If a valid claim to property turned over to the
administrator is made, the administrator is to return the
property or, if it has been sold, to pay the net proceeds of
sale.  If the claim is for an underlying share interest presumed
abandoned under Section 10 and the administrator has sold the
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property within 3 years, the claimant is entitled to the net
proceeds of sale or the market value of the property at the time
claim was made for it, whichever is higher, together with any
additional amount payable under Section 21.

Several states have added to the 1966 Act a provision for
paying interest on property which was interest-bearing to the
owner.  Subsections (c) and (d) set forth provisions which a
state may wish to enact providing for the payment of interest.

Subsection (c) provides for the administrator to pay
interest on property which was interest bearing to the owner. 
The rate of interest will be fixed by each state enacting the Act
and should fairly reflect prevailing rates.

 
§ 25. [Claim of Another State to Recover Property;  Procedure].

(a) At any time after property has been paid or delivered to
the administrator under this Act another state may recover the
property if:

(1) the property was subjected to custody by this
State because the records of the holder did not reflect
the last known address of the apparent owner when the
property was presumed abandoned under this Act, and the
other state establishes that the last known address of
the apparent owner or other person entitled to the
property was in that state and under the laws of that
state the property escheated to or was subject to a
claim of abandonment by that state;

(2) the last known address of the apparent owner
or other person entitled to the property, as reflected
by the records of the holder, is in the other state and
under the laws of that state the property has escheated
to or become subject to a claim of abandonment by that
state;

(3) the records of the holder were erroneous in
that they did not accurately reflect the actual owner
of the property and the last known address of the
actual owner is in the other state and under the laws
of that state the property escheated to or was subject
to a claim of abandonment by that state;

(4) the property was subjected to custody by this
State under Section 3(6) and under the laws of the
state of domicile of the holder the property has
escheated to or become subject to a claim of
abandonment by that state;  or
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(5) the property is the sum payable on a travelers
check, money order, or other similar instrument that
was subjected to custody by this State under Section 4,
and the instrument was purchased in the other state,
and under the laws of that state the property escheated
to or became subject to a claim of abandonment by that
state.

(b) The claim of another state to recover escheated or
abandoned property must be presented in a form prescribed by the
administrator, who shall decide the claim within 90 days after it
is presented.  The administrator shall allow the claim if he
determines that the other state is entitled to the abandoned
property under subsection (a).

(c) The administrator shall require a state, before
recovering property under this section, to agree to indemnify
this State and its officers and employees against any liability
on a claim for the property.

 

Comment

Paragraph 2 parallels Section 3(4), which permits the state
of corporate domicile to take if the state of the last known
address does not provide for the escheat or custodial taking of
the property.  If the state of the last known address
subsequently enacts an unclaimed property law which covers the
property, the taking state must turn it over.

Paragraph 4, parallelling Section 3(6), provides that
property initially claimed under a "contacts" test because there
was no last known address and the state of domicile had no
applicable unclaimed property law may be reclaimed by the state
of corporate domicile if it enacts an applicable unclaimed
property law.

Prior Uniform Act Provisions:

None, but compare Sections 10 and 19.

Section 25 should be read together with Sections 3 and 4. 
Sections 3 and 25 are designed to carry out the priority scheme
enunciated in Texas v. New Jersey, 379 U.S. 674 (1965).  In
general the state of last known address is entitled to claim
abandoned property.  Where there is insufficient information to
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permit this assertion of custody, the state of the holder's
domicile takes the property subject to a later claim by the state
of the last known address.

Paragraph 1 provides that, if property was paid to the state
of the holder's domicile because the last known address of the
owner was unknown and it is later established that the last known
address of the person entitled to the property was in another
state, the state of domicile should pay over to the state of last
known address.

Paragraph 2 parallels subsection (d)(3), which permits the
state of corporate domicile to take if the state of the last
known address does not provide for the escheat or custodial
taking of the property.  If the state of the last known address
subsequently enacts an unclaimed property law which covers the
property, the taking state must turn it over.

Paragraph 3 addresses the problem of Nellius v. Tampax,
Inc., 394 A.2d 333 (Del.Ch.Ct.1978) in which the holder's records
did not reflect the fact that the record owner had sold the
property to another.  The court concluded, under Texas v. New
Jersey, that the holder's records were controlling and that the
apparent and not actual owner state could initially claim the
property.  Paragraph 3 provides that the state of the actual
owner can reclaim this property from the taking state.

Paragraph 4, parallelling subsection (3)(f), provides that
property initially claimed under a "contacts" test because there
was no last known address and the state of domicile had no
applicable unclaimed property law may be reclaimed by the state
of corporate domicile if it enacts an applicable unclaimed
property law.

Subsection (c) provides that the state that initially
receives the property and which is requested to remit it to
another state should be indemnified by the claiming state.

 
§ 26. [Action to Establish Claim].

A person aggrieved by a decision of the administrator or
whose claim has not been acted upon within 90 days after its
filing may bring an action to establish the claim in the [ ]
court, naming the administrator as a defendant.  The action must
be brought within [90] days after the decision of the
administrator or within [180] days after the filing of the claim
if he has failed to act on it.  [If the aggrieved person
establishes the claim in an action against the administrator, the
court shall award him costs and reasonable attorney's fees.]
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Comment

Prior Uniform Act Provision:

Section 21.

After property is presumed abandoned and reported to the
administrator (Section 17) the administrator must attempt to
locate the missing owner (Section 18).  Thereafter, if the
property has been delivered to the administrator (Section 19) and
the owner or his representative appears, the administrator must
pay the claim (Section 24).  The owner's rights are never cut
off.  If one claiming to be the owner cannot satisfy the
administrator of his right to claim the property in an
administrative proceeding pursuant to Section 24, he retains a
right to assert his claim in a court of appropriate jurisdiction
under this section.

 
§ 27. [Election to Take Payment or Delivery].

(a) The administrator may decline to receive any property
reported under this Act which he considers to have a value less
than the expense of giving notice and of sale.  If the
administrator elects not to receive custody of the property, the
holder shall be notified within [120] days after filing the
report required under Section 17.

(b) A holder, with the written consent of the administrator
and upon conditions and terms prescribed by him, may report and
deliver property before the property is presumed abandoned. 
Property delivered under this subsection must be held by the
administrator and is not presumed abandoned until such time as it
otherwise would be presumed abandoned under this Act.

 

Comment

Prior Uniform Act Provision:

Section 22.

Subsection (b) is new.  It authorizes the administrator to
assume custody of property prior to the time for presuming
abandonment.  Administrators have expressed a need for this
authority to enable them to take possession of property, such as
the contents of a safe deposit box repository, when the holder is
terminating business but the property is not yet reportable. 
Additionally, other holders which have conducted business in the
state and are ceasing operations might use the provisions of this
section.  The property must be held by the administrator until
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the abandonment period runs and then the property will be subject
to the other provisions of the Act.

 
§ 28. [Destruction or Disposition of Property Having
Insubstantial Commercial Value;  Immunity from Liability].

If the administrator determines after investigation that any
property delivered under this Act has insubstantial commercial
value, the administrator may destroy or otherwise dispose of the
property at any time.  No action or proceeding may be maintained
against the state or any officer or against the holder for or on
account of any action taken by the administrator pursuant to this
section.

 

Comment

Prior Uniform Act Provision:

None.

This section provides for the disposition of property which
has no commercial value.  As an example, the contents of safety
deposit boxes often include such items as rent receipts, personal
correspondence and lapsed insurance policies.  In such cases,
these contents might have some personal significance to the
owner, which the administrator would take into consideration in
determining for what period of time he will hold the property
awaiting a claim by the owner.  However, in the usual situation
there will be no interest to be preserved by maintaining this
property under state custody.

Under this section the administrator would be free to retain
property having no commercial value.  Further, the administrator
could transfer it to other agencies or institutions which might
have an interest in the property because of its historical value
or other independent significance.

This section provides that the administrator in exercising
his discretion in disposing of such property is not subject to a
claim by the missing owner.

 
§ 29. [Periods of Limitation].

(a) The expiration, before or after the effective date of
this Act, of any period of time specified by contract, statute,
or court order, during which a claim for money or property can be
made or during which an action or proceeding may be commenced or
enforced to obtain payment of a claim for money or to recover
property, does not prevent the money or property from being
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presumed abandoned or affect any duty to file a report or to pay
or deliver abandoned property to the administrator as required by
this Act.

(b) No action or proceeding may be commenced by the
administrator with respect to any duty of a holder under this Act
more than 10 years after the duty arose.

 

Comment

Prior Uniform Act Provision:

Section 16.

Section 29 has an added provision that the expiration of
time periods set forth in contracts will not prevent the property
from becoming reportable.  See People v. Marshall Field & Co., 83
Ill.App.3d 811, 404 N.E.2d 368 (1980);  Screen Actors Guild, Inc.
v. Cory, 91 Cal.App.3d 111, 154 Cal.Rptr. 77 (1979);  State v.
Jefferson Lake Sulphur Co., 36 N.J. 577, 178 A.2d 329 (1962). 
Section 2 abrogates another contractual condition often asserted
as a defense to reporting property otherwise presumed abandoned,
the failure to present the evidence of indebtedness.

Subsection (a) is written to insure that although the
owner's claim against the holder may be barred by the statute of
limitations prior to the effective date of the Act, the holder is
not relieved of his obligation to pay abandoned property to the
administrator.  The comment to Section 16 of the 1966 Act noted
that local law must be consulted in order to ascertain whether
legislation constitutionally may be enacted reviving a cause of
action barred by the statute of limitations.  This issue has been
litigated in several states, e.g., Country Mutual Insurance Co.
v. Knight, 40 Ill.2d 523, 240 N.E.2d 612 (1968);  Douglas
Aircraft Co. v. Cranston, 24 Cal.Rptr. 851, 374 P.2d 819 (1962); 
cf. Standard Oil v. New Jersey, 5 N.J. 281, 74 A.2d 565 (1950). 
Even though the statute of limitations has run before the
effective date of the Act, the holder must report and deliver the
property to the state if the holder does not regularly enforce
the statute.  See South Carolina Tax Commission v. Metropolitan
Life Insurance Co., 266 S.C. 34, 221 S.E.2d 522 (1975).

Subsection (b) provides that an administrator must commence
an action against a holder within 10 years after the time the
property was first reportable.  Under existing law it is not
clear that statutes of limitations apply to the state in
compelling a holder to report or deliver unclaimed property.  A
holder may under the 1966 Act be subject to suit for an
indeterminate period.  Certain states have argued that Section 16
of the 1966 Act applies to states and thus there is no statute of
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limitations.  The 10-year limitation period will provide a holder
with a cut-off date on which it can rely.

 
§ 30. [Requests for Reports and Examination of Records].

(a) The administrator may require any person who has not
filed a report to file a verified report stating whether or not
the person is holding any unclaimed property reportable or
deliverable under this Act.

(b) The administrator, at reasonable times and upon
reasonable notice, may examine the records of any person to
determine whether the person has complied with the provisions of
this Act.  The administrator may conduct the examination even if
the person believes it is not in possession of any property
reportable or deliverable under this Act.

(c) If a person is treated under Section 12 as the holder of
the property only insofar as the interest of the business
association in the property is concerned, the administrator,
pursuant to subsection (b), may examine the records of the person
if the administrator has given the notice required by subsection
(b) to both the person and the business association at least 90
days before the examination.

(d) If an examination of the records of a person results in
the disclosure of property reportable and deliverable under this
Act, the administrator may assess the cost of the examination
against the holder at the rate of $[ ] a day for each examiner,
but in no case may the charges exceed the value of the property
found to be reportable and deliverable.  The cost of examination
made pursuant to subsection (c) may be imposed only against the
business association.

(e) If a holder fails after the effective date of this Act
to maintain the records required by Section 31 and the records of
the holder available for the periods subject to this Act are
insufficient to permit the preparation of a report, the
administrator may require the holder to report and pay such
amounts as may reasonably be estimated from any available
records.

 

Comment

Prior Uniform Act Provision:

Section 23.

This section is designed to facilitate compliance with the
Act.  Subsection (a) provides for the filing of a negative report
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if the administrator requires such a report and will minimize
disruption which would otherwise be caused to the holder if an
examination of records instead were conducted by the
administrator.  Subsection (b) is based on Section 23 of the 1966
Act.  The 1966 Act authorizes examination if the administrator
has reason to believe the holder has failed to report property. 
To require as prerequisite for an examination that a state has
reason to believe information has been withheld encourages
litigation and imposes an unnecessary burden on the state.

Subsection (c) is intended to provide a useful method
whereby the administrator can conduct a single examination of a
dividend disbursing agent or transfer agent serving in such
capacity for numerous business associations.  Under the 1966 Act,
dividend disbursing agents and transfer agents have refused to
permit any examination of records unless the affirmative consent
of the business association was first obtained.  This procedure
has proved unwieldy and very expensive to the enforcing states. 
By requiring prior notice to the dividend disbursing agent and
the business association, the agent will have an opportunity to
make the necessary arrangements with its principal, the business
association, to provide the necessary information in the event
that the business association elects not to report the property
in question voluntarily.  This section, together with Section 33,
will enable several states to conduct joint examinations of
numerous holders at one time, saving substantial expense and thus
permitting examinations which might otherwise be economically
unfeasible.

Subsection (e) permits the use of estimates in instances
where the holder has failed to report and deliver property that
is abandoned and no longer has records with which to prepare such
a report.  Additionally, if the holder fails to maintain records
of the last known address, states can assert claims based on any
other records which might exist.  Resort may be had to computer
codes.  This subsection does not resolve the issue of whether the
domiciliary state of the holder can also claim the property from
the holder.  See comment to Section 1(11).  While the holding in
Texas v. New Jersey is intended to prevent multiple liability of
holders, this subsection, viewed as a penalty for failure to
maintain records of names and last known address, is not
inconsistent with that decision.  Subsection (e) is prospective
only.

 
§ 31. [Retention of Records].

(a) Every holder required to file a report under Section 17,
as to any property for which it has obtained the last known
address of the owner, shall maintain a record of the name and
last known address of the owner for 10 years after the property
becomes reportable, except to the extent that a shorter time is
provided in subsection (b) or by rule of the administrator.
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(b) Any business association that sells in this State its
travelers checks, money orders, or other similar written
instruments, other than third-party bank checks on which the
business association is directly liable, or that provides such
instruments to others for sale in this State, shall maintain a
record of those instruments while they remain outstanding,
indicating the state and date of issue for 3 years after the date
the property is reportable.

 

Comment

Prior Uniform Act Provision:

None.

Many holders are not retaining records of addresses of
owners.  While Section 11(e) of the 1966 Act may be interpreted
to require that those records be kept, this section makes express
such a requirement if the holder initially had an address.  The
experience of several states has confirmed that substantial
amounts of unclaimed property, for which at one time the holder
had records of address, are now subject to claim only by the
domiciliary state of the holder since the recorded address has
not been retained.

This section does not require that the holder in the first
instance obtain the address of the owner, a matter which each
state may wish to consider as to specific types of property.  For
example, a record of the address of the purchaser or recipient of
a gift certificate customarily is not obtained.

Initially, the period for which records of address must be
obtained is established at 10 years from the date the property
was first reportable as abandoned property.  However, this
section permits a state to shorten this period by rule.  Because
the reporting practices of holders vary, an administrator will
want to consider such factors as the burden imposed on the holder
in maintaining such records, the opportunity of returning the
property, and the type of business of the holder.  For example,
in the case of property that would be reportable in the aggregate
without the name and address of the apparent owner under Section
17, a state might adopt a rule providing for a relatively short
record retention period on condition that the holder maintain a
record sufficient to satisfy the requirements of Texas v. New
Jersey that there be a last known address or that the state can
prove that the last known address of the creditor was within its
borders.

Subsection (b) is designed to insure that the information
required for asserting a claim to travelers checks and money
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orders specified in subsection 4(c) is retained by the issuers of
travelers checks and money orders.

§ 32. [Enforcement].

The administrator may bring an action in a court of
competent jurisdiction to enforce this Act.

 

Comment

Prior Uniform Act Provision:

Section 24.

Section 32 authorizes suit by the administrator in any court
of competent jurisdiction.  Although generally an administrator
would be expected to sue in his own state, he can use the courts
of another forum to enforce the Act.  See Section 33.  See also,
Commonwealth of Pennsylvania v. Kervick, 60 N.J. 289, 288 A.2d
289 (1972).

 
§ 33. [Interstate Agreements and Cooperation;  Joint and
Reciprocal Actions With Other States].

(a) The administrator may enter into agreements with other
states to exchange information needed to enable this or another
state to audit or otherwise determine unclaimed property that it
or another state may be entitled to subject to a claim of
custody.  The administrator by rule may require the reporting of
information needed to enable compliance with agreements made
pursuant to this section and prescribe the form.

(b) To avoid conflicts between the administrator's
procedures and the procedures of administrators in other
jurisdictions that enact the Uniform Unclaimed Property Act, the
administrator, so far as is consistent with the purposes,
policies, and provisions of this Act, before adopting, amending
or repealing rules, shall advise and consult with administrators
in other jurisdictions that enact substantially the Uniform
Unclaimed Property Act and take into consideration the rules of
administrators in other jurisdictions that enact the Uniform
Unclaimed Property Act.

(c) The administrator may join with other states to seek
enforcement of this Act against any person who is or may be
holding property reportable under this Act.

(d) At the request of another state, the attorney general of
this State may bring an action in the name of the administrator
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of the other state in any court of competent jurisdiction to
enforce the unclaimed property laws of the other state against a
holder in this State of property subject to escheat or a claim of
abandonment by the other state, if the other state has agreed to
pay expenses incurred by the attorney general in bringing the
action.

(e) The administrator may request that the attorney general
of another state or any other person bring an action in the name
of the administrator in the other state.  This State shall pay
all expenses including attorney's fees in any action under this
subsection.  [The administrator may agree to pay the person
bringing the action attorney's fees based in whole or in part on
a percentage of the value of any property recovered in the
action.]  Any expenses paid pursuant to this subsection may not
be deducted from the amount that is subject to the claim by the
owner under this Act.

 

Comment

Prior Uniform Act Provision:

None-but compare, Section 10.

Cooperation among states is essential if abandoned property
programs are to be efficiently administered.  In recent years
several states have joined together to audit major holders. 
Additionally, several states have entered into agreements to act
as collection agents for each other.  Interstate cooperation and
the development of uniform reporting forms and uniform
regulations will be of assistance to holders as well as program
administrators.  Section 33 encourages joint agreements and
cooperation among the states.

In many instances holders apparently fail to report based on
the correct assumption that individual and distant states will
not go to the expense of auditing records.  This section will
permit spreading the very real expense of conducting audits among
several collecting states and the pooling of information which
should make enforcement of the Act less burdensome to the state
and potentially less burdensome to major corporate holders.  An
agreement among the states might expressly relieve holders from
reporting piecemeal to separate states.  Instead, they might be
able to file a single report of all abandoned property, wherever
located, and regardless of the address of the owner.

Reciprocal agreements envisioned under subsection (c) do not
require the consent of Congress under the Compact Clause of the
Constitution, Art. I, § 10, cl. 3.  The Supreme Court has held
that the restriction of the Compact Clause is limited to
combinations or agreements that tend to increase the political
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power of the states to such an extent that it interferes with the
supremacy of the United States.  United States Steel v.
Multi-State Tax Commission, 434 U.S. 452 (1978).  In Multi-State
Tax Commission the Court upheld a tax compact, that had not been
approved by Congress creating a permanent administrative body to
perform audits of multi-state taxpayer operations, and at the
request of a member state, to sue to enforce the audits in the
courts of the member states.

This section simply authorizes an economical approach to
enforcing a state's claim under Texas v. New Jersey.  Each state
retains discretion to bring suit or to decide against such
action, remaining free to adopt its own abandoned property
policies.  The position of the states will not be politically
improved at the expense of the federal government although the
process for claiming abandoned property will be more efficient.

Action by one state for another is expressly permitted by
this section.  In some cases the administrator of a state may
deem it wise to seek counsel in a foreign jurisdiction.  There
may be small claims which would not justify individual action by
the claimant state in a foreign forum, but if several states join
forces and retain counsel in the holder state to sue for all of
them, it might be administratively justified.  This section
expressly permits such joint action.

 
§ 34. [Interest and Penalties].

(a) A person who fails to pay or deliver property within the
time prescribed by this Act [shall] [may be required to] pay to
the administrator interest at the annual rate of [18 percent] [10
percent above the annual rate of discount, in effect on the date
the property should have been paid or delivered, for the most
recent issue of 52-week United States Treasury bills] on the
property or value thereof from the date the property should have
been paid or delivered.

(b) A person who willfully fails to render any report or
perform other duties required under this Act shall pay a civil
penalty of $[100] for each day the report is withheld or the duty
is not performed, but not more than $[5000].

(c) A person who willfully fails to pay or deliver property
to the administrator as required under this Act shall pay a civil
penalty equal to 25 percent of the value of the property that
should have been paid or delivered.

(d) A person who willfully refuses after written demand by
the administrator to pay or deliver property to the administrator
as required under this Act is guilty of a [ ] and upon conviction
may be punished by a fine of not less than $[ ] nor more than $[
], or imprisonment for not more than [ ] months, or both.
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Comment

Prior Uniform Act Provision:

Section 25.

A major weakness of the 1966 Act was its ineffective penalty
provision.  Primary reliance on the criminal law as a compliance
mechanism is misplaced.  Often the reason for withholding
property is economic, and economic sanctions in those cases are
generally more effective in assuring compliance.

The experience of several states is that many holders find
the economic incentive for noncompliance so great that violations
of the law are frequent and extensive.  The holder who neglects
to report or pay has the use of property which is extremely
valuable to it.  The provision for civil penalties in subsection
(a) is designed to give a holder sufficient incentive to report
and pay over abandoned property.  It is also designed to ensure
that the true owners or their representatives, the states,
receive the income from the property while it is wrongfully
withheld.  Similar provisions have been enacted by several
states, for example, California (Cal.Civ.Pro.Code § 1577
(Supp.1981)) and Minnesota (Minn.Stat. § 345.55 subd. 3).

Criminal penalties are provided in subsection (d) for
willful refusal, after written demand by an administrator, to pay
or deliver property.

 
§ 35. [Agreement to Locate Reported Property].

All agreements to pay compensation to recover or assist in
the recovery of property reported under Section 17, made within
24 months after the date payment or delivery is made under
Section 19, are unenforceable.

 

Comment

Prior Uniform Act Provision:

None.

This section is in part based on Cal.Civ.Pro.Code § 1582
(Supp.1981).

 

§ 36. [Foreign Transactions].
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This Act does not apply to any property held, due and owing
in a foreign country and arising out of a foreign transaction.

 

Comment

Prior Uniform Act Provision:

None.

This provision is designed to exclude from the coverage of
the Act wholly foreign transactions.

 

§ 37. [Effect of New Provisions;  Clarification of Application].

(a) This Act does not relieve a holder of a duty that arose
before the effective date of this Act to report, pay, or deliver
property.  A holder who did not comply with the law in effect
before the effective date of this Act is subject to the
applicable enforcement and penalty provisions that then existed
and they are continued in effect for the purpose of this
subsection, subject to Section 29(b).

(b) The initial report filed under this Act for property
that was not required to be reported before the effective date of
this Act but which is subject to this Act must include all items
of property that would have been presumed abandoned during the
10-year period preceding the effective date of this Act as if
this Act had been in effect during that period.

 

Comment

Prior Uniform Act Provision:

None.

This Act adds, amends, clarifies and repeals sections of the
1966 Act.  The new Act may provide for the presumption of
abandonment of one type of property that arguably was not subject
to a presumption of abandonment under the 1966 Act.  For example,
the 1966 Act did not expressly cover underlying share
certificates unless they were held or owing by business
associations.  Underlying share certificates are now expressly
covered in this Act pursuant to Section 10.  Additionally, the
state of last known address under the 1966 Act perhaps could not
reach property otherwise presumed abandoned where the holder was
not doing business in the state of last known address.
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Subsection (a) provides that if a state had an unclaimed
property law prior to the adoption of this Act, a holder is not
relieved of his duty to report and pay over the property
abandoned under the Act then existing.

Subsection (b) deals with the problem of how far back a
holder must check his records to determine what property not
subject to the prior Act must be paid to the state under this
Act.  The period chosen is 10 years.  A holder is required to pay
to the state any property which 10 years before the date of
enactment would have been payable in the enacting state if this
Act had been in effect.  For example, if a state enacts the new
Act effective January 1, 1983 for property not previously
presumed abandoned, the holder must report it if, as of January
1, 1973, it had been unclaimed for the abandonment period.  A
similar provision is found in Section 11(g) of the 1966 Act.

However, some property subject to this Act but which was not
covered by the then existing Act may have been paid to another
state.  If a holder has already paid this property to another
state under its then existing unclaimed or abandoned property
laws, it is not required to pay again to this State.  Nothing in
this section, however, prohibits this State from making a claim
on the state to which the property was originally paid.

 
§ 38. [Rules].

The administrator may adopt necessary rules to carry out the
provisions of this Act.

 
§ 39. [Severability].

If any provision of this Act or the application thereof to
any person or circumstance is held invalid, the invalidity shall
not affect other provisions or applications of this Act which can
be given effect without the invalid provision or application, and
to this end the provisions of this Act are severable.

 
§ 40. [Uniformity of Application and Construction].

This Act shall be applied and construed as to effectuate its
general purpose to make uniform the law with respect to the
subject of this Act among states enacting it.

 
§ 41. [Short Title].

This Act may be cited as the Uniform Unclaimed Property Act
(1981).
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§ 42. [Repeal].

The following acts and parts of acts are hereby repealed:

(a)

(b)

(c)

§ 43. [Time of Taking Effect].

This Act shall take effect .....
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COMMERCIAL PAPER § 3-102

Section
3-605. Cancellation and Renunciation.
3-606. Impairment of Recourse or of Collateral.

PART 7. ADVICE OF INTERNATIONAL SIGHT DRAFT

3-701. Letter of Advice of International Sight Draft.

PART 8. MISCELLANEOUS

3-801. Drafts in a Set.
3-802. Effect of Instrument on Obligation for Which It Is Given.
3-803. Notice to Third Party.
3-804. Lost, Destroyed or Stolen Instruments.
3-805. Instruments Not Payable to Order or to Bearer.

PART 1

SHORT TITLE, FORM AND INTERPRETATION

§ 3-101. Short Title
This Article shall be known and may be cited as Uniform Com-

mercial Code-Commercial Paper.

Official Comment
This Article represents a com- the 50 odd years of the history

plete revision and modernization of that statute, there have been
of the Uniform Negotinble In- vast changes in commercial
struments Law. practices relating to the han-

The Comments which follow dling of negotiable instruments.

will point out the respects in The need for revision of this

which this Article changes the important statute was felt for

Negotiable Instruments Law, some years before the present

which was promulgated by the project was undertaken.

National Conference of Commis- It should be noted especially
sioners on Uniform State Laws that this Article does not apply
in 1896, and was subsequently in any way to the handling of se-
enacted in every American ju- curities. Article 8 deals with
risdiction. Needless to say, in that subject. See Sec. 3-103.

§ 3-102. Definitions and Index of Definitions

(1) In this Article unless the context otherwise requires

(a) "Issue" means the first delivery of an instrument to a
holder or a remitter.

(b) An "order" is a direction to pay and must be more than
an authorization or request. It must identify the per-

211
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§ 3-102 UNIFORM COMMERCIAL CODE

son to pay with reasonable certainty. It may be ad-
dressed to one or more such persons jointly or in the
alternative but not in succession.

(c) A "promise" is an undertaking to pay and must be more
than an acknowledgment of an obligation.

(d) "Secondary party" means a drawer or endorser.
(e) "Instrument" means a negotiable instrument.

(2) Other definitions applying to this Article and the sections
in which they appear are:

"Acceptance". Section 3-410.
"Accommodation party". Section 3-415.
"Alteration". Section 3-407.
"Certificate of deposit". Section 3-104.
"Certification". Section 3-411.
"Check". Section 3-104.
"Definite time". Section 3---109.
"Dishonor". Section 3-507.
"Draft". Section 3-104.
"Holder in due course". Section 3-302.
"Negotiation". Section 3-202.
"Note". Section 3-104.
"Notice of dishonor". Section 3-508.
"On demand". Section 3-108.
"Presentment". Section 3-504.
"Protest". Section 3-509.
"Restrictive Indorsement". Section 3-205.
"Signature". Section 3-401.

(3) The following definitions in other Articles apply to this
Article:

"Account". Section 4-104.
"Banking Day". Section 4-104.
"Clearing house". Section 4-104.
"Collecting bank". Section 4-105.
"Customer". Section 4-104.
"Depositary Bank". Section 4-105.
"Documentary Draft". Section 4-104.
"Intermediary Bank". Section 4-105.
"Item". Section 4-104.
"Midnight deadline". Section 4-104.
"Payor bank". Section 4-105.

(4) In addition Article 1 contains general definitions and
principles of construction and interpretation applicable through-
out this Article.

App. 775



COMMERCIAL PAPER

Official Comment

Prior Uniform Statutory Provi-
sion: Sections 1(5), 128 and
191, Uniform Negotiable Instru-
ments Law.

Changes: See below.

Purposes of Changes:
1. The definition of "issue"

in Section 191 of the original
act has been clarified in two re-
spects. The Section 191 defini-
tion required that the instru-
ment delivered be "complete in
form" inconsistently with the
provisions of Sections 14 and 15
(relating to incomplete instru-
ments) of the original act. The
"complete in form" language has
therefore been deleted. Fur-
thermore the Section 191 defini-
tion required that the delivery
be "to a person who takes as a
holder", thus raising Cifficulties
in the case of the remitter (see
Comment 3 to Sec. 3-302) who
may not be a party to the instru-
ment and thus not a holder. '1'e
definition in subsection (1) (L)
of this Section thus provides
that the delivery may be to a
holder or to a remitter.

2. The definitions of "order"
[subsection (b)] and "promise"
[subsection (c)] are new, but
state principles clearly recog-
nized by the courts. In the case
of orders the dividing line be-
tween "a direction to pay" and
"an authorization or request"
may not be self-evident in the
occasional unusual, and there-
fore non-commercial, case. The
prefixing of words of courtesy
to the direction-as "please pay"
or "kindly pay"-should not lead

§ 3-102

to a holding that the direction
has degenerated into a mere re-
quest. On the other hand in-
formal language-such as "I
wish you would pay"-would not
qualify as an order and such an
instrument would be non-nego.
tiable. The definition of "prom-
ise" i-, intended to make it clear
that ', mere I.O.U. is not a ne-
goti.ble instrument, and to
change the result in occasional
cases which have held that "Due
Currier & Barker seventeen dol-
lars and fourteen cents, value
received." and "I borrowed from
P. Shemonia the sum of five hun-
dred dollars with four per cent
interest; the borrowed money
ought to be paid within four
months from the above date"
were promises sufficient to make
the instruments into notes.

3. The last sentence of sub-
section (1) (b) ("order") per-
mits the order to be addressed
to one or more persons (as
drawees) in the alternative, rec-
ognizing the practice of corpo-
rations issuing dividend checks
and of other drawers who for
commercial convenience name a
number of drawees, usually in
different parts of the country.
The section on presentment pr.-
vides that presentment may be
made to any one of such draw-
ees. Drawees in succession are
not permitted because the holder
should not be required to make
more than one presentment, and
upon the first dishonor should
have his recourse against the
drawer and indorsers.

4. Comments on the defini-
tions indexed follow the sections
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in which the definitions are con-
tained.

Cross Reference:
Point 3: Section 3-504(3)

(a).

Definitional Cross References:
"Bank". Section 1-201.
"Delivery". Section 1-201.
"Holder". Section 1-201.
"Money". Section 1-201.
"Person". Section 1-201.

§ 3-103. Limitations on Scope of Article
(1) This Article does not apply to money, documents of title

or investment securities.
(2) The provisions of this Article are subject to the provisions

of the Article on Bank Deposits and Collections (Article 4) and
Secured Transactions (Article 9).

Official Comment
Prior Uniform Statutory Provi- Article. Likewise, bills of lad-
sion: None. ing, warehouse receipts and oth-

er documents of title which fall
Pt,' poses: within Article 7 may be negotia-

1. This Article is restricted ble under the provision of that
to commercial paper-that is to Article, but are not covered by
say, to drafts, checks, certifi- any section of this Article.
cates of deposit and notes as de-
fined in Section 3-104(2). Sub- 2. Instruments which fall
section (1) expressly excludes within the scope of this Article
any money, as defined in this may also be subject to other Ar-
Act (Section 1-201), even ticles of the Code. Many items
though the money may be in the in course of bank collection will
form of a bank note which meets of course be negotiable instru-
all the requirements of Section ments, and the same may be true
3-104(1). Money is of course of collateral pledged as secur-
negotiable at common law or ity for a debt. In such cases
under separate statutes, but no this Article, which is general, is,
provision of this Article is ap- in case of conflicting provisions,
plicable to it. Subsection (1) subject to the Articles which
also expressly excludes docu- deal specifically with the type of
ments of title and investment se- transaction or instrument in-
curities which fall within Arti- volved: Article 4 (Bank De-
cles 7 and 8, respectively. To posits and Collections) and Arti-
this extent the section follows cle 9 (Secured Transactions). In
decisions which held that inter- the case of a negotiable instru-
im certificates calling for the de- ment which is subject to Article
livery of securities were not ne- 4 because it is in course of col-
gotiable instruments under the lection or to Article 9 because it
original statute. Such paper is is used as collateral, the provi-
now covered under Article 8, but sions of this Article continue to
is not within any section of this be applicable except insofar as

214
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there may be conflicting provi-
sions in the Bank Collection or
Secured Transactions Article.

An instrument which qualifies
as "negotiable" under this Arti-
cle may also qualify as a "se-
curity" under Article 8. It will
be noted that the formal req-
uisites of negotiability (Section
3-104) go to matters of form
exclusively; the definition of
"security" on the other hand
(Section 8-102) looks princi-
pally to the manner in which an
instrument is used ("commonly
dealt in upon securities ex-
changes . . . or commonly
recognized . . . as a medi-
um for investment"). If an in-

§ 3-104
strument negotiable in form un-
der Section 3-104 is, because
of the manner of its use, a "se-
curity" under Section 8-102,
Article 8 and not this Article ap-
plies. See subsection (1) of this
Section and Section 8-102(1)
(b).

Cross References:
Point 1: Articles 7 and 8;

Sections 1-201, 3-104(1) and
(2), 3-107.

Point 2: Articles 4 and 9;
Sections 3-104 and 8-102.

Definitional Cross References:
"Document of title". Section

1-201.
"Money". Section 1-201.

§ 3-104. Form of Negotiable Instruments; "Draft";
"Check"; "Certificate of Deposit"; "Note"

(1) Any writing to be a negotiable instrument within this
Article must

(a) be signed by the maker or drawer; and
(b) contain an unconditional promise or order to pay a sum

certain in money and no other promise, order, obliga-
tion or power given by the maker or drawer except as
authorized by this Article; and

(c) be payable on demand or at a definite time; and
(d) be payable to order or to bearer.

(2) A writing which complies with the requirements of this
section is

(a) a "draft" ("bill of exchange") if it is an order;
(b) a "check" if it is a draft drawn on a bank and payable

on demand;
(c) a "certificate of deposit" if it is an acknowledgment

by a bank of receipt of money with an engagement to
repay it;

(d) a "note" if it is a promise other than a certificate of
deposit.

(3) As used in other Articles of this Act, and as the context
may require, the terms "draft", "check", "certificate of deposit"
and "note" may refer to instruments which are not negotiable

215

App. 778



§ 3-104 UNIFORM COMMERCIAL CODE

within this Article as well as to instruments which are so ne-
gotiable.

Official Comment

Prior Uniform Statutory Provi-
sion: Sections 1, 5, 10, 126, 184
and 185, Uniform Negotiable In-
struments Law.

Changes: Parts of original sec-
tions combined and reworded;
new provisions; original Sec-
tion 10 omitted.

Purposes of Changes and New
Matter: The changes are in-
tended to bring together in one
section related provisions and
definitions formerly widely sep-
arated.

1. Under subsection (1) (b)
any writing, to be a negotiable
instrument within this Article,
must be payable in money. In
a few states there are special
statutes, enacted at an early
date when currency was less
sound and barter was prevalent,
which make promises to pay in
commodities negotiable. Even
under these statutes commodity
notes are now little used and
have no general circulation.
This Article makes no attempt to
provide for such paper, as it is
a matter of purely local concern.
Even if retention of the old stat-
utes is regarded in any state as
important, amendment of this
section may not be necessary,
since "within this Article" in
subsection (1) leaves open the
possibility that some writings
may be made negotiable by other
statutes or by judicial decision.
The same is true as to any new
type of paper which commercial
practice may develop in the fu-
ture.

2. While a writing cannot be
made a negotiable instrument
within this Article by contract
or by conduct, nothing in this
section is intended to mean that
in a particular case a court may
not arrive at a result similar to
that of negotiability by finding
that the obligor is estopped by
his conduct from asserting a de-
fense against a bona fide pur-
chaser. Such an estoppel rests
upon ordinary principles of the
law of simple contract; it does
not depend upon negotiability,
and it does not make the writing
negotiable for any other pur-
pose. But a contract to build
a house or to employ a workman,
or equally a security agreement
does not become a negotiable in-
strument by the mere insertion
of a clause agreeing that it shall
be one.

3. The words "no other prom-
ise, order, obligation or power"
in subsection (1) (b) are an ex-
pansion of the first sentence of
the original Section 5. Section
3-112 permits an instrument to
carry certain limited obligations
or powers in addition to the sim-
ple promise or order to pay mon-
ey. Subsection (1) of this Sec-
tion is intended to say that it
cannot carry others.

4. Any writing which meets
the requirements of subsection
(1) and is not excluded under
Section 3-103 is a negotiable
instrument, and all sections of
this Article apply to it, even
though it may contain additional
language beyond that contem-
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plated by this section. Such an
instrument is a draft, a check,
a certificate of deposit or a note
as defined in subsection (2).
Traveler's checks in the usual
form, for instance, are negotia-
ble instruments under this Arti-
cle when they have been com-
pleted by the identifying signa-
ture.

5. This Article omits the
original Section 10, which pro-
vided that the instrument need
not follow the language of the
act if it "clearly indicates an in-
tention to conform" to it. The
provision has served no useful
purpose, and it has been an en-
couragement to bad drafting
and to liberality in holding ques-
tionable paper to be negotiable.
The omission is not intended to
mean that the instrument must
follow the language of this sec-
tion, or that one term may not
be recognized as clearly the
equivalent of another, as in the
case of "I undertake" instead of
"I promise," or "Pay to holder"
instead of "Pay to bearer." It
does mean that either the lan-

AL PAPER § 3-105
guage of the section or a clear
equivalent must be found, and
that in doubtful cases the deci-
sion should be against negotia-
bility.

6. Subsection (3) is intended
to make clear the same policy
expressed in Section 3-805.

Cross References:
Sections 3-105 through 3-

112, 3-401, 3-402 and 3-403.
Point 1: Section 3-107.
Point 3: Section 3-112.
Point 4: Sections 3-103 and

3-805.
Point 6: Section 3-805.

Definitional Cross References:
"Bank". Section 1-201.
"Bearer". Section 1-201.
"Definite time". Section 3-

109.
"Money". Section 1-201.
"On demand". Section 3-108.
"Order". Section 3-102.
"Promise". Section 3-102.
"Signed". Section 1-201.
"Term". Section 1-201.
"Writing". Section 1-201.

§ 3-105. When Promise or Order Unconditional
(1) A promise or order otherwise unconditional is not made

conditional by the fact that the instrument
(a) is subject to implied or constructive conditions; or
(b) states its consideration, whether performed or prom-

ised, or the transaction which gave rise to the instru-
ment, or that the promise or order is made or the in-
strument matures in accordance with or "as per" such
transaction; or

(c) refers to or states that it arises out of a separate agree-
ment or refers to a separate agreement for rights as to
prepayment or acceleration; or

(d) states that it is drawn under a letter of credit; or
(e) states that it is secured, whether by mortgage, reserva-

tion of title or otherwise; or
217

App. 780



The Report of

The Presldent's Commission
_ . on

Financial Structure & Regulation

* DECEMBER 1971

App. 781



1

I 1

l  \ l
Library of Congress Card No..79-188044 I

I
1

N
_

For sale by the Superintendent  of Documents, u.s. Government  Print ing OMoo
Washington, D.C. 20402 - Price 75 cents (paper cover)

. Stock Number 4000-0272 .

i iApp. 782



couulsslon ON FINANCIAL STRUCTURE AND REGULATION

`

Esma
:ms 2nd Av nu
Sun lo, W 1hlnglon

1010 we Sn .i  NJ,
Wnhlngaan. HC 2096

Decem ber 22 ,  1972The President

The W hi le House

W ashington. D.C.

Dear Mr. Pres ident:

The Pres idents  Com m iss ion  on  Financ ia l  S l ruu ture  and Regu la t i on

herew i th subm i ts  i ts  report .

The Com m iss ion w as  charged w i th under tak ing u thorough analys is

of  the s t r i c ture and regulat ion of  f inanc ia l  ins t i tu t ions .  This  task  com pleted.

w e  p ro p o s e  a  n u m b e r  a l '  f u n d a m e n t a l  c h a n g e s  i n  t h e  n n t i o n l s  f i n a n c i a l

system.

The Com m iss ion viewed the f inanc ial  sector as  a uni l icd whole. In i ts

s t u d i e s  a n d  d e l i b e ra t i o n s  i t  l o o k  a c c o u n t  o f  t h e  i n t e rd e p e n d e n c e  o f  t h e

var ious  i ns t i tu t i ons .  The recom m endat i ons  shou ld  there fore  be cons idered

and im plem ented i n t h e  s a m e  m a n n e r . Th e  re c o m m e n d a t i o n s .  t a k e n

t o g e t h e r .  w o u l d  p ro d u c e  u  s t r u c ru i u l  a n d  re g u l a t o r y  s ys t e m  w h i c h  w i l l

c l l f i u i e n t l y  f i n d  e q u i t a b l y  s e rve  t h e  l i n u n c i u l  n e e d s  o f  t h e  c o u n t ry  i n  t h e

coming decades.

The report reflects a consensus of the views of Commission members.

Ind i vi dua l  Com m i s s i oners ,  how ever ,  m ay no t  ag ree  w i th  a l l  o f  the  rec om -

mendations. The signatures al '  the Comnl issioners should be interpreted as an

i nd i c a t i on  o f  the i r  genera l  ag reem ent  w i th  the  th rus t  o f  the  repor t ,  no t  as

ful l  accord on the many issues discussed in i t.

W e respec t fu l l y subm i t  our report  i n  the hope that  i t  w i l l  ass is t  you,

the Congress. other off ic ials  of the Government, and al l  Americans interested

in im proving the perform ance of  the l inunchl  sys tem .

Sincerely,

4%
Reed o .  Hun t

Chai rm an

!

I
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Foreword

PresideNt  Richard M.  Nixon d isclosed h is p lans t o
appoint a commission to study the nat ion's financial structure
in the I 970 Econom ic Report  of the President .  On February
19, 1970, then Secretary of the Treasury David M. Kennedy
inform ed the Joint  Econom ic Com m it tee of the President 's
plans,  em phasizing the long- range nature of the proposed
commission's study .

My appointm ent  as Chairm an of the Com m ission on
Financial St ructure and Regulat ion was announced by the
Pr esiden t  on  Apr i l  22 ,  1970 .  On Apr i l  28 ,  t he Tr easur y
Departm ent held a m eet ing to help ident ify issues deserving
Commission attention and the approaches and methodology the
Commission might use in dealing with them. ,

The Treasury m eet ing was led by Henry C. Wallach,
Senior Consultant to the Treasury, with Under Secretary Charls
E. Walker in attendance. Those invited included representatives
from the Board of Governors of the Federal Reserve System,
the Federal Deposit  I nsurance Corporat ion, the Federal Home
Loan  Bank  Boar d ,  t he Of f ice o f  t he Com pt r o l ler  o f  t he
Cur rency ,  t he Bureau ' of  t he Budget  and t he Counci l  of
Econom ic Advisers.  Leading scholars from  universit ies and
financial instr-tutions also attended.

The m eet ing produced m any valuable suggest ions.
Under Secretary Walker and I  asked Samuel P. Chase, Donald P.
Jacobs and Alm arin Phillies to dist ill these suggest ions and
prepare a proposed study agenda for the first  meet ing of the
Commission.

On June 16,  1970,  President  Nixon announced t he
names of the outstanding cit izens who had agreed to serve as
members of the Commission. The President gave them a broad
m andate:  to "review and study the structure, operat ion, and
regulat ion of the pr ivate f inancial inst itut ions in the United
States, for the purpose of formulat ing recommendat ions that
would improve the functioning of the private financial system."

1

I
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The f ir st  m eet ing of  t he Com m ission was-  held in
Washington on June 27,  1970. At  this f irst  m eet ing,  it  was
agreed that the Commission would focus primarily on problems
relating to commercial banks, mutual savings banks, savings and
loan associat ions,  credit  unions,  pr ivate pension plans and
reserve life insurance com panies. For these' inst itut ions, the
Commission.elected to study in detail their functional speciali-
zat ion, the .effects of deposit  rate regulat ions, chartering and
branching, .problems of deposit insurance, reserves and. taxation,
the effects;  Of regulations on mortgage markets and. residential
construct ion", Competit ive problems and the fraineworkof the .
financial regulatory agencies. As this report shows, these plans
were little altered at subsequent meetings. . . .

The*  Commission elected to operate-  as a committee-
of- the-whole rather than divide into specialized groups. Mate-
r ials r elat iNg t o t op ics of  m eet ings were-  m ai led  t o t he
Commissioners in advance of each meeting. These consisted of
statem ents and let ters from  indiv iduals,  t rade groups and
government agencies, articles from journals, books, government
agency and Congressional hearings and reports, and 19 papers
prepared specifically for the Com m ission by outside experts.
Early meet ings were devoted to general discussions of broad
problem s and policy  alt ernat ives.  The developm ent  of  an
integrated set of recommendations occupied the meetings after
March, 1971.

There were 15 meetings, and each was attended by all or
nearly all of the Commissioners. At first the meetings were for
one day, but as the drafting of the report progressed, meetings
were extended. I n the final two m eet ings, in Novem ber and
December, 1971, the Commission met for several consecutive
days in order to complete the report on schedule.

The report represents a consensus of views. Individual
Commissioners may have somewhat divergent opinions on some
issues but , considering the report  as a whole, there is broad
support among the Commissioners for its recommendations.

The roles played by members of the staff are gratefully
acknowledged.  Donald P.  Jacobs and Alm ar in Phill ips,  t he
Co-Directors, gave intellectual direct ion to the Com m ission's
work by providing alternative approaches for our consideration
and preparing drafts of the report  as the consensus of views
emerged. They maintained cont inuous contact with Commis-
sion m em bers and assum ed a liaison role with governm ent
agencies and other  par t ies interested in the Com m ission's
progress. The absence of a single director may have violated
conventional organizational practice, but Professors Jacobs and
Phillies worked well together in tandem.

|
|
|

i
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The Co-Directors were aided immeasurably by Lucille S.
Mayne, who summarized and indexed the reading materials and
prepared drafts of some sections of the report. Bertwing C. May
also served as an economic expert, providing data and memo-
randa on many of the topics on the Commission's agenda. Neil
B. Murphy was staff economist during the summer of 1971, the
period when the first drafts of a complete report were being
prepared.

A l l en R . Rule served as Special  Assistant to the
Chairman, counsel and legal researcher. Mr. Rule was of great
assistance to the Chairman, and most helpful in opening and
staffing the Commission's offices in Seattle and Washington,
D.C. He also helped in drafting the report. James T. Lynch also
acted as counsel, did much of the legal research underlying the
recommendations, and helped in drafting the report. Henry M.
Shine, Jr. ,  became Di rector of  Government and Industry
Relations in May, 1971. Mr. Shine was appointed to augment
relations with the Congress, executive agencies, consumer
groups and the f i nanc ia l  i ndust ry  as  wel l  as  to  prov ide
continuity after the Commission's report was completed.

The support staff, too, has been exceptionally helpful.
The Washington Office was headed by Clarence H. Scruggs.
Mr. Scruggs handled administrative matters for the Commission
and made arrangements for all the meetings. He was assisted
during the first year by Patricia Watts and, from December,
1970, by Francine Oreto. The Washington Office has also
included Veachel Ambrose, Patricia Bennett, Sheryl Kemerling,
Patricia Sag of and Linda Winkler.

The staff of the Seattle Office included Maureen E.
Hallgrimson, assisted by Stephanie Bourgette, Kristine Fransen,
and Marilyn Meyer. The Commission extends to each member
of the staff its profound thanks.

Finally, a word about the Commission members. After
working closely with these gentlemen for over 18 months, I can
only say they were well-chosen. They brought broad experience
to the assignment and every meeting reflected their preparation,
diligent work and keen interest.

It was a tremendous experience to act as Chairman for
this group. W e conclude wi th a strong hope that we have
suggested changes which will be helpful to our country.

0 .

Reed o.  Hunt
Ch air m an

3
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A. The Regulation of
Interest Rate Ceilings

. on Deposits

TI ME AND SAVI NGS DEPOSI TS AND CERTI FI -
CATES OF DEPOSIT

The Commission recommends that:

1 t he pow er  t o  st ipu lat e deposi t  r at e m ax im um s be
abolished for t im e and savings deposits, cert ificates of
deposit and share accounts of $100,000 or more

2 the power to st ipulate deposit  rate m axim um s on t im e
and savings deposits, cert ificates of deposit  and share
accounts of less than $100,000 at  com m ercial banks,
mu dual savings banks, savings and loan associations, and
credit  unions be given to the Board of 'Governors of the
Federal Reserve System for use on a standby basis, to be
exercised.  o n l y when serious disinterm ediat ion is
threatened

3 t he Board have discret ionary  power  t o reduce t he
$100,000 cut-off amount for the standby power

4 the standby power of the Board to establish interest rate
ceil ings on t im e and sav ings deposit s,  cer t i f icates of
deposit and share accounts include the power to :

a establish for a period of five years ceiling differen-
t ials between inst itut ions providing third party
payment services and institutions not providing such
services 1

b establish for up to two years from the date these
recommendations are adopted rate ceiling differen-

1 Third party payment services, as here defined. include any mechanism whereby
a deposit intermediary transfers a depositor's funds to a third party or to the ac-
count of a third party upon the negotiable or non-negotiable order of the De
posltor. Checking accounts are one type of third party payment service. Escrow
accounts incidental to loan agreements are not included as third par Ty payments.

i
I
i
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vials between commercial banks and deposit thrift
institutions then offering third party payment
services

c establish for up to two years from the date of
inauguration of third party payments rate ceiling
differentials between commercial banks and indi-
vidual deposit thrift institutions that inaugurate
third party payment services subsequent to the date
these recommendations are implemented

5 .after the limited period stipulated in recommendation
4a above, the Board may only establish uniform
interest rate ceilings for depository institutions under its
jurisdiction with no differentials based on whether or
not third party payment services are provided or on the
time such services were. inaugurated

6 the standby power of the Board to establish interest rate
ceilings be abolished at the end of a ten-year period
following the implementation of these recommenda-
tions .

1

Federal regulation of maximum rates that commercial
banks can pay for time and savings deposits was first imposed
by the Banking Act of 1933. The intent of the legislation was to
reduce interest rate competition among banks, which was
believed to increase bank costs and encourage banks to purchase
high yielding, risky assets. The view at the time was that
holdings of such assets had been a major factor in bank losses
and failures after the crash of 1929.

Federal maximums for savings and loan associations and
mutual savings banks were established in 1966. Since then, the
regulation of maximum interest rates on time and savings
accounts has had an entirely different purpose. These ceilings
have been used since 1966 to protect the liquidity positions of
the .deposit thrift institutions, life insurance companies and
some commercial banks during periods of rising interest rates.
One objective has been to hold down deposit rates and insulate
deposit institutions from forces in the money markets that
might drain funds from them..Another has been to maintain a
differential between the rates paid by commercial banks and
deposit thrift institutions in order to prevent a shifting of
deposits among the intermediaries.

For extended periods of time between 1966 and 1971,
deposit rate maximums were below 'the market interest rates.
During Such periods, depositors who left their funds with
commercial banks or deposit thrift institutions received a lower

i
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return on their funds than they might have received through
direct investment. This fact gradually became known to an
increasing number of depositors, a learning process assisted by
borrowers who developed instruments attractive to depositors
and other holders of funds. Funds that otherwise would have
remained as deposits, or would have been deposited with
intermediaries, were withdrawn or withheld because of the
availability of higher yielding direct investments. As a result, the
regulations failed to achieve a primary objective.

The disinterm ediat ion between the inst it ut ions and
other  par t s of t he m oney and capital m arkets had several
undesirable consequences. As deposit thrift institutions became
unable to attract funds, the private mortgage market shrank and
interest rates rose, adversely affecting consumers. The housing
crisis prompted direct federal intervention on a massive scale in
the mortgage market. .

Large commercial banks that had relied heavily on large
certificates of deposit and time and savings deposits were faced
with redem pt ions and deposit  withdrawals.  Sm aller  banks,
although less drast ically affected, also felt  a liquidity pinch as
depositors became more aware of competing returns, The loss
of  deposit s l im it ed t he abi l i t y  of  al l  banks t o serve t heir
customers' credit needs. Large businesses with the skill and the
cred it  rat ing t o bor row  in  t he com m ercial  paper  m arket
cont inued to have access to credit .  Sm all and m edium  sized
businesses did not have attractive alternatives to borrowing at
banks and t herefore found t heir  ab i l i t y  t o acquire funds
restricted.

Because of the enlarged borrowing through the commer-
cial paper market and the reduced importance of intermediaries
in credit  flows, the liquidity posit ion of an important segment
of business was weakened. The loss of liquidity caused serious
concern to m any businesses.  Even m ore im portant ,  sharp
xnarketfluctuations raised fears Of a liquidity crisis which might
well have produced a col lapse of  conf idence and ser ious
financial losses throughout the economy.

The disinterm ediat ion also affected the ability of the
Federal Reserve to control credit  through conventional rnone-  .
tary policy techniques. With large and increasing credit  flows
m oving outside the com m ercial banking sector,  the Federal
Reserve's restrictive policies were required to become more and
more stringent even as they became less and less effective.

Deposit ors who wit hdrew their  funds and invested
direct ly  received a y ield higher  t han t he deposit  rates.  I f
intermediaries could have paid the market value for these funds
and handled the investm ent  process they would have fared

I
I

25

i

i
App. 793



bet ter. There is a posit ive relat ionship between the size of a
deposit and the rapidity of disintermediation, therefore, interest
rate regulat ions have discrim inated against  sm all savers. I n
addition, since a growing number of depositors have learned of
ways to take advantage of alternat ive direct investments and
borrowers have developed new inst rum ents that  lessen the
difficult ies of direct investments, the regulat ions afford dim in-
ishing shelter.

The Com m ission believes for these reasons that  rate
regulat ions on t ime and savings deposits should be removed.
Their precipitous removal, however, would cause harm to the
deposit  thrift  inst itut ions, life insurance companies and many
banks. These firm s have substant ial .holdings of long term
investm ents and, in the case of insurance com panies, have
contracts with their policyholders to m ake loans at  low fixed
rates, These commitments make them sensitive to the interest
rate r isks of a fully  De- regulated m arket .  Thus,  except  for
deposits of $100,000 or more, the Commission's recommenda-
t ions aim  at a gradual phasing-out of these ceilings, with the
Board of Governors of the Federal Reserve System having the
power for a period of ten years to im pose ceilings in case of
future emergency conditions (Recommendations 1, 2 and 6)-

The maximums on large cert ificates of deposit  and on
large deposits- those of $100,000 or more-should be removed
im m ediately .  The Board of Governors should be given the
power to reduce the size of the deposit in this category. Large
depositors are almost certain to disintermediate when market
rates go above the maximum rates. Retent ion of these maxi-
m um s would force disinterm ediat ion from  the deposit  inter-
mediaries and would encourage funds to be redirected through
less efficient channels (Recommendations 1 and 3)-

The additional Powers recommended for deposit thrift
institutions in the next section of Part II should eliminate the
necessity of a differential between rate ceilings for the thrift
institutions and commercial banks. But a period of transition is
required. The authority for a differential would be maintained
for two years after third party payment services are inaugurated
by a deposit thrift institution, and, for those currently offering
the services, for two years after the implementation of these
recommendations. After the two years it is recommended that
no differential be permitted for such institutions. In file years,
all of the deposit thrift institutions and other intermediaries
should have made asset and liability adjustments. Whether or
not third party payment services have been introduced by
individual deposit thrift institutions, it is recommended that the
authority for maintaining any differential be removed after five
years (Recommendations 4 and 5).

i
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After a period of time, all institutions will have had the
incentive as well as the opportunity to alter their mix of assets,
liabilities and services. The regulations, especially if they have
been used several times, will probably be unable to prevent
disintermediation of even small deposit accounts. Accordingly,
the Commission recommends that the standby authority to
establish rate ceilings be abolished in ten years (Recommenda-
tion 6)-

DEMAND DEPOSITS

The Commission recommends that:

7 the prohibition against the payment of °mterest on
demand deposits be retained

7

The prohibition of interest payments on demand de-
posits, imposed by the Banking Act of 1933, was intended to
achieve the same purpose as the interest rate ceilings on time
deposits. The problems involved with prohibition of interest
payments on demand deposits are somewhat different, however,
and the Commission recommends against the removal of the
prohibition at this time.

The regulatory changes recommended by the Commis-
sion imply extensive changes in the operations of the depository
institutions. A phasing-in process will be needed to provide for
an orderly transition to the new system. Immediate abolition of
the prohibition of interest payments on demand deposits, with
all the other changes recommended, would create a situation
that might cause deposit thrift institutions to experience
disintermediation. This would have adverse effects on the flow
of mortgage funds. To combat this, the deposit thrift institu-
tions might be forced to shift to extensive third party payment
services more rapidly than many are capable of doing in an
orderly way. The phasing-in process necessary to the success of
the Commission's recommendations would be lost.

Nonetheless, the Commission believes that its recom-
mendation against the removal of the prohibition should be
reviewed in the future. There are important trends in the use of
demand deposits and other third party payment services that
should be noted. Large businesses have improved cash manage-
ment techniques in recent years and reduced the amount of
deposit balances held for given levels of transactions. Deposit
balances have been shifted into short-term, highly liquid
interest bearing instruments. Because of the strong competition
for business accounts, banks have encouraged this trend by
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aiding in the investm ent  of corporate funds in com m ercial
paper, bankers acceptances, government bills and similar money
m arket  inst rum ents. I n effect , large businesses now receive
interest on assets serving the same purpose that demand deposit
balances served a few years ago.  The accounts of sm aller
businesses and individuals cannot be so easily t ransferred to
interest bearing assets.

Some banks have experimented with devices to transfer
funds from savings accounts to checking accounts as required
when checks written by depositors are presented for payment.
These dev ices generally  have been ruled evasions of  t he
prohibit ion of interest payments on demand deposits. Still, the
accepted pract ice of perm it t ing withdrawals from  sav ings
accounts on demand and of paying interest on savings accounts
from  day  of  deposit  t o day  of  w it hdrawal b lurs any  clear
dist inct ion between demand and t ime deposits. The ingenuity
of bankers seeking ways for customers to receive interest  on
dem and balances will cont inue to be shown in t he future,
especially if interest rates are high and customers' options are
the liabilit ies of institutions other than commercial banks.

Some savings and loan associations and mutual savings
banks cur rent ly  offer  non- negot iable third par t y  paym ent
services using customers' interest bearing accounts. A number of
states penni mutual savings banks to offer checking accounts.
Again, it  is likely that  these inst itut ions will find ways to pay
interest  on what  are really t ransact ions balances. Technical
changes may make these methods more efficient and thereby
more widespread.

Many credit unions provide third party payment services
for their members through variat ions of the negot iable order
serv ice.  The State of  Rhode I sland has passed legislat ion
allowing credit  unions to offer checking accounts, though the
act specifically prohibits interest payments on checking account
balances.

Finally,  there is the problem  of "non-pr ice"  com pet i-
t ion. I nterest payments are means by which financial inst itu-
t ions at t ract  funds.  When interest  is prohibited or  lim ited,
substitute rewards for depositors are found. The substitutes are
in the form s of convenience- especially  branching in states
where it  iS perm it ted~ and in the provision of " free" services.
Non-price com pet it ion in convenience and services leads to
uneconom ic increases in operat ing costs and forces som e
custom ers to use services when they would prefer interest
paym ents.  The interest  rate prohibit ion,  therefore,  causes
resources Tobe misallocated.

(
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Even so, the Commission concluded the potent ial
deleterious effects of the immediate abolition of prohibition of
interest on demand deposits would be larger than the costs
imposed by its continuation (Recommendation 7).

I
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I.  INTRODUCTION AND SUMMARY OF REPORT 

1. I have been asked to prepare an opinion regarding various aspects of the 
MoneyGram products at issue in this matter. 

2. In general, subject to the assumptions described below, and as explained in more 
detail below, my opinion is as follows: 

(a) Neither a bank nor MoneyGram is directly liable on the MoneyGram official checks 
evaluated in this report. 

(b) Official checks differ from money orders in the indirect liability of banks to pay them 
and the terms and conditions that they bear on their face. 

(c) The statutory reference to “third party bank checks” is obscure, and would not naturally 
be used to describe personal checks indorsed to third parties, but it could describe the 
checks that banks issue to pay bills for their customers. 

II.  BACKGROUND AND QUALIFICATIONS 

3. Before explaining my opinion and the basis for it, I start with a brief discussion of 
my background and of the research that puts me in a position to offer the opinion below.  In general, 
I am a law professor who specializes in the study of commercial law, with a focal emphasis on 
payment systems.  At Appendix 2, I attach a resumé that includes a complete list of my academic 
publications and an abbreviated description of my employment history.  I am being compensated 
at an hourly rate of $900 per hour.  My compensation in this matter does not depend upon either 
the substance of my opinions or the outcome of this dispute. 

4. I have provided expert reports, depositions, or testimony in litigation related to 
various aspects of business and consumer payment systems in numerous previous cases.1  The 
attached resumé identifies all of my trial and deposition testimony in the last four years. 

                                                
1 District of Columbia v. Bank of America, N.A., Civil Division No. 2008 CA 007763 

(D.C. Superior Ct. 2016); Heartland Payment Systems, Inc. v. Mercury Payment Systems, LLC, 
No. C 14-0437 (N.D. Cal. 2015); DB NPI Century City, LLC v. Legendary Investors Group No. 
1, No. BC494921 (Super. Ct. Los Angeles County (Central) 2015); NML Capital, Ltd. v. Republic 
of Argentina, No. 08 Civ 6978 (S.D.N.Y. 2014); Rosewood Cancer Care, Inc. v. PNC Financial 
Services Group, Court of Common Pleas, No. 11944 CD 2010 (Indiana County, PA 2014); Saint 
Bernard School of Montville, Inc. v. Bank of America, Superior Court, No. CV-08-5006676-S 
(New London, CT 2012) (result affirmed on appeal at 312 Conn. 811 (2014)); Merrill Lynch v. 
Choy, FINRA Arbitration No. 09-06111 (Honolulu, HI 2011); Walker Digital v. Capital One 
Services, LLC, No. 1:10cv212 (JFA) (E.D. Va. 2010); Emmett v. Wachovia Securities, LLC, 
Court of Common Pleas, No. GD05-25678 (Allegheny County, PA 2008); FTC v. Neovi, Inc., 
Civil No. 06 CV 1952 (S.D. Cal. 2008) (result reported at 598 F. Supp,. 2d 1104 (S.D. Cal. 2008)); 
ACLU v. Gonzales, No. 98-CV-5591 (E.D. Pa. 2006) (result reported at 478 F. Supp. 2d 775 (E.D. 
Pa. 2007)); Wachtell v. Capitol One Financial Corp., 4th Judicial Dist. Ct., No. CV 0C 0304972D 
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5. I hold a B.A. (1978) from Rice University in History (Magna Cum Laude) and a 
J.D. (1985) from the University of Texas, where I was first in my class and managing editor of the 
Texas Law Review.  I subsequently clerked for Joseph T. Sneed on the United States Court of 
Appeals for the Ninth Circuit and Lewis F. Powell, Jr. on the United States Supreme Court.  I also 
served for three years as an Assistant to the Solicitor General in the United States Department of 
Justice. 

6. I currently am the Albert E. Cinelli Enterprise Professor of Law at Columbia Law 
School, where I am the Co-Director of the Charles E. Gerber Program in Transactional Studies.  I 
previously have held tenured positions at the law schools at the University of Texas, the University 
of Michigan, and Washington University in St. Louis. I also have taught courses in various aspects 
of commercial law as a visitor at Harvard Law School and at the Faculty of Law at Tokyo 
University. 

7. Of relevance to this matter, the study of payment systems has been a focal point of 
my research and teaching for the last twenty years.  I regularly have taught courses in payment 
systems and am the author of a widely adopted casebook on that subject (Payment Systems and 
Other Financial Transactions (6th ed. WoltersKluwer 2016)).  Those materials are distinctive (as 
compared to most law school materials) for their relatively heavy emphasis on commercial 
practice, as opposed to statutory doctrine. The methodology for preparing (and updating) the 
course and casebook involves ongoing interviews with industry participants about their ordinary 
operating procedures and the reasoning that supports them. 

8. I have published frequently in law reviews on subjects related to various aspects of 
modern payment systems.  Papers in that line of work have appeared, among other places, in the 
Michigan Law Review, the Texas Law Review, the Georgetown Law Journal, the UCLA Law 
Review, and the Lewis & Clark Law Review.  Details of those publications appear on the resumé 
attached to this report. 

9. I served as Reporter for the Drafting Committee that prepared the two most recent 
sets of amendments to UCC Articles 3, 4, and 4A and presently serve as an ALI adviser to the 
committee considering further revisions to UCC Articles 3, 4, 8, and 9.  I am a member of the 
American Law Institute and a conferee of the National Bankruptcy Conference.  In recent years, I 
have been invited on three different occasions to serve as the moderator for the three-day annual 
meeting of the Financial Lawyers Conference in Ojai. 

10. The analysis in my report reflects general familiarity with the customs and practices 
involved in the use and design of payment instruments, resulting from the academic studies and 
teaching activities summarized above. 

                                                
(Idaho 2006); LaBarge Pipe & Steel Co. v. First Bank, No. 03CV382-C-M3 (M.D. La. 2005) 
(result reported at 550 F.3d 442 (5th Cir. 2008)); Shinitzky v. Boston Securities N.A., 15th Jud. 
Circuit Court, No. CL 00-2328 AJ (Palm Beach County, FL 2004). 
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III.  FACTUAL BACKGROUND AND ASSUMPTIONS 

11. In general, I have been asked to opine about the legal and practical attributes of a 
variety of instruments marketed by MoneyGram Payment Systems, Inc. (“MoneyGram”) and 
distributed through various channels at financial institutions and retailers.  My opinion rests on my 
review of samples of those instruments that appear in the record in this matter, viewed through the 
expertise and experience summarized above.  The opinion that I provide below assumes that the 
samples I have reviewed accurately portray and represent the instruments in question; I have no 
reason to doubt the accuracy or representativeness of the samples I have reviewed. 

12. Although the record includes quite a few samples, most seem to differ only in 
irrelevant details.  For practical purposes, it is useful to discuss four distinct categories: agent 
checks, teller’s checks, retail money orders, and agent check money orders. 

13. In describing the basic features of those instruments, I identify the role of the 
various parties by the way in which they are described on the face of the instrument itself; 
applicable legal rules generally rely on indications apparent from the face of the instrument 
because those indications are the only information available to those that acquire the instrument. 

A.  AGENT CHECKS 

14. The first product is the agent check; a representative example appears at 
MG0000004.  The check would be purchased by a consumer from a bank selling the product, the 
so-called “agent” bank.  The instrument states in small type just to the left of the top center of the 
instrument that the drawer of the instrument is MoneyGram.  When purchased, an authorized 
officer of the agent bank signs at the bottom right-hand corner of the instrument.  The agent bank 
(or the purchaser) would fill in the name of the party to be paid in the blank marked “pay to the 
order of.”  Finally, to obtain payment, the named payee presents the instrument to the drawee, 
indicated in small type just to the left of the top center of the instrument as First Interstate Bank in 
Montana.2   

15. There apparently is some variation in this category in the delineation of the relation 
between the bank signing the check and MoneyGram.  In at least one example in the documents 
that have been provided to me for review, there is no evidence on the face of the check that the 
bank signing the check acts as an agent of MoneyGram.  Specifically, the item appearing at 
MG0002396 is captioned “OFFICIAL CHECK,” lists Independent Bank at the top center of the 
item, and apparently bears an “authorized signature” from a responsible officer of Independent 
Bank affixed when the item is purchased.  In contrast to the template discussed in the preceding 
paragraph (and other samples apparent in the record, such as the item appearing at DE0000220 
(discussed in detail below)), nothing on the face of MG0002396 identifies Independent Bank as 
an agent of MoneyGram. 

                                                
2 As with any instrument, it would be up to the payee to decide whether it would seek 

payment by taking the instrument directly to the party on or through whom it is to be paid or 
instead by depositing it at the payee’s own bank and allowing that bank to seek collection through 
ordinary banking channels. 
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B.  TELLER’S CHECKS 

16. The second product is the teller’s check; a representative example appears at 
MG0000008.  The check would be purchased by a consumer from a bank selling the product.  The 
drawer of the instrument is the selling bank, as indicated just above the signature line in the bottom 
right-hand corner; it is apparent from the record that when this template is completed the full name 
of the selling bank is filled in above the signature line.  See MG0002395 (instrument identifying 
“Elizabethton Federal Savings Bank” as the “drawer”).  The instrument, though, also indicates that 
it is issued by MoneyGram.  When purchased, an authorized officer of the agent bank (the drawer) 
signs at the bottom right-hand corner of the instrument.  The agent bank (or the purchaser) fills in 
the name of the party to be paid in the blank marked “pay to the order of.”  Finally, to obtain 
payment, the named payee presents the instrument to the drawee, indicated in small type near the 
bottom left-hand corner of the instrument as a branch of the Bank of New York Mellon located in 
Massachusetts.3 

C.  RETAIL MONEY ORDERS 

17. The third product is the retail money order; a representative example appears at 
MG002690.  Its designation as a money order is apparent from the title in large-and-small capital 
letters to the right of center near the top of the image (“MONEY ORDER”).  The issuer or drawer of 
the instrument is MoneyGram, indicated in small type near the lower left-hand corner of the 
instrument.  The retail customer purchasing the money order signs for the drawer on the signature 
line on the lower right-hand corner.  The purchaser identifies the name of the party being paid by 
filling in (or having the seller fill in) the blank marked “pay to the order of.”  Finally, to obtain 
payment, the named payee presents the instrument to Wells Fargo Bank, N.A., through whom the 
instrument is payable, as indicated in small type near the lower left-hand corner of the instrument. 

D.  AGENT CHECK MONEY ORDERS 

18. The second group of documents are agent check money orders; a representative 
example appears at MG002704.  Its designation as a money order is apparent from the title in 
capital letters near the top right-hand corner of the image (“AGENT CHECK MONEY ORDER”).  
The money order would be purchased from a bank selling the product – the so-called “agent” bank.  
The issuer or drawer of the instrument is MoneyGram, indicated in small type near the lower left-
hand corner of the instrument.  The retail customer purchasing the money order signs for 
MoneyGram on the signature line on the lower right-hand corner.  The purchaser identifies the 
name of the party being paid by filling in (or having the seller fill in) the blank marked “pay to the 
order of.”  Finally, to obtain payment, the named payee presents the instrument to the drawee, 
indicated in small type near the bottom left-hand corner of the instrument as a branch of the Bank 
of New York Mellon located in Massachusetts.  

                                                
3 The Declaration of Jennifer Whitlock accompanying MG0000004 and MG0000008 refers 

to both the agent check and the teller’s check as a “MoneyGram Official Check.”  MG0000001.  
Following that usage, I use the term “official check” to refer to both MoneyGram agent checks 
and MoneyGram teller’s checks. 
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IV.  OPINION 

19. In general, subject to the assumptions explained above and as explained in more 
detail below, my opinions are as follows:  

(a) Neither a bank nor MoneyGram is directly liable on the MoneyGram official checks 
or MoneyGram money orders evaluated in this report. 

(b) Official checks differ from money orders in the indirect liability of banks to pay 
them and in the terms and conditions that they bear on their face.  

(c) The statutory reference to “third party bank checks” is obscure, and would not 
naturally be used to describe personal checks indorsed to third parties, but it could 
describe the checks that banks issue to pay bills for their customers. 

A.  NO RELEVANT ENTITY IS DIRECTLY LIABLE ON THE INSTRUMENTS IN QUESTION 

20. 12 U.S.C. § 2503 establishes rules that determine which State is entitled to escheat 
the funds payable on any “money order, traveler’s check, or other similar written instrument (other 
than a third party bank check) on which a banking or financial organization or a business 
association is directly liable.”  Of the four types of instruments discussed in Part III, I understand 
the retail money orders (discussed in subpart III(c)) and agent check money orders (discussed in 
subpart III(D)) to be money orders within the language of the statute and thus not a matter of 
dispute in this litigation.  Application of Section 2503 to the remaining types of instruments (the 
agent checks discussed in subpart III(A) and the teller’s checks discussed in subpart III(B)) 
depends in part upon whether “a banking or financial organization or a business association is 
directly liable” on the instrument in question.  It is my opinion that no banking or financial 
organization or business association is liable on those instruments; the most common payment 
instrument on which such an entity is directly liable is a cashier’s check. 

21. As an introductory matter, I note that 12 U.S.C. § 2502 provides definitions of 
“banking organization,” “financial organization,” and “business association.”  A “banking 
organization” is “any bank, trust company, savings bank, safe deposit company, or a private banker 
engaged in business in the United States,” and a “business association” is “any corporation (other 
than a public corporation), joint stock company, business trust, partnership, or any association for 
business purposes of two or more individuals.”  I see no reason to doubt that MoneyGram is a 
business association and that the various banks that market the products and on which they are 
drawn qualify as banking organization.  The only question, then, is whether any of those entities 
are directly liable on the instruments in question.  I explain below why they are not. 

i.  General Principles of Liability on Instruments 

22. Although the framework of obligations that the Uniform Commercial Code (the 
“UCC”) prescribes for various types of checks might seem arcane at first glance, it reflects 
longstanding tradition and the need for those obligations to support practical use of the instruments 
to which they apply.  Because that framework is central to the application of Section 2503, it is 
useful to summarize the general system before turning to the specific products that MoneyGram 
has marketed. 
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23. The starting point is an ordinary check written by a party with no connection to a 
bank. For such a check, the bank on which the check is drawn – the bank at which the check-writer 
has an account – has no obligation to pay the check.  A moment’s consideration shows why this 
should be so: if the bank on which the check was written was obligated to pay any check written 
by its depositor, then it would be exposed to losses whenever the depositor wrote checks that 
exceeded the balance of funds available in the depositor’s account.  Accordingly, UCC §§ 3-408 
& 3-409 provide that the bank on which a check is drawn is not liable on any check until it agrees 
in writing to accept liability.4 

24. To be sure, the bank would be liable to its customer for wrongful dishonor if it 
declined to pay a properly payable instrument presented in a timely manner without a stop-
payment order against an account including sufficient funds.  See UCC § 4-402.  But that does not 
give the payee any rights to enforce the instrument against the check-writer’s bank; as between the 
payee and the bank, the bank is free to decline payment for any reason or indeed for no reason at 
all. 

25. Those rules were the same under the 1972 version of the UCC, in effect when 
Congress adopted Section 2503.  See UCC § 3-409(1) (1972) (“A check or other draft does not of 
itself operate as an assignment of any funds in the hands of the drawee * * * , and the drawee is 
not liable on the instrument until he accepts it.”); UCC § 4-402 (1972) (“A payor bank is liable to 
its customer for damages proximately caused by the wrongful dishonor of an item.”). 

26. In just the same way, the person that wrote the check – the “drawer” – has no direct 
liability on the instrument.  That makes sense as a practical matter, because the drawer’s intent in 
giving the check is that the person to which the check is given (the payee) will obtain payment by 
presenting the check to the check writer’s bank.  It is reasonable for the drawer to expect the payee 
to look first to the drawee bank, because in the ordinary course of business drawee banks honor 
far more than 99% of all checks presented to them.  It is only in the rare case, when a drawee bank 
refuses to pay a check, that a drawer would expect the payee to seek recourse against the drawer.  
Again, the UCC implements that rule by providing in UCC § 3-414 that the drawer is liable only 
indirectly, contingent on the refusal of the drawee bank to honor the check. 

27. That rule was the same under the 1972 version of the UCC.  See UCC § 3-413(2) 
(1972) (“The drawer engages that upon dishonor of the draft and any necessary notice of dishonor 
or protest he will pay the amount of the draft to the holder or to any indorser who takes it up.”). 

28. To put those rules in context, there is one common banking product on which a 
banking organization is directly liable – a cashier’s check.  The point of a cashier’s check is to give 
the payee an enforceable assurance that a bank is directly obligated on the instrument, and the 
UCC’s rules for cashier’s checks illustrate what direct liability would mean in this context: “The 

                                                
4 I refer for convenience to the official text of the Uniform Commercial Code as currently 

promulgated by the American Law Institute and the Uniform Law Commission. The numbering 
and, in some cases, the phrasing of the provisions differ in some respects from State to State, but 
so far as I know all of the rules that I discuss in this report are substantively identical in all United 
States jurisdictions. 
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issuer of a * * * cashier’s check * * * is obliged to pay the instrument * * * according to its terms.”5  
UCC § 3-412.6  The distinction between that rule and the liability of drawers on ordinary checks 
is the difference between the direct and unconditional liability of the issuer of a cashier’s check 
and the indirect and conditional liability of the drawer of an ordinary check. 

ii.  Application to MoneyGram Products 

29. Against that background, I turn now to the MoneyGram products described in Part 
III. 

a.  Agent Checks 

30. The business entities involved in the agent check are the drawer (MoneyGram), the 
drawee (First Interstate Bank in the principal sample to which I refer for convenience), and the so-
called “agent bank” that sells the instrument to the consumer.  None of those entities is directly 
liable on the instrument. 

31. First, the drawee is not directly liable because under UCC § 3-408 the drawee has 
no obligation to pay an instrument until it has accepted it.  See UCC §§ 3-408 (“[T]he drawee is 
not liable on the instrument until the drawee accepts it.”) & 3-409 (explaining that a drawee accepts 
an instrument by a signed agreement in which the drawee agrees to pay the instrument); see also 
UCC § 3-410(1) (1972) (defining acceptance as “the drawee’s signed engagement to honor the 
draft as presented” and explaining that “[i]t must be written on the draft”). 

32. The status of the selling bank on those instruments is unclear, though the seller 
would not be directly liable in any of the relevant formats.  In both the principal sample (’0004) 
and the variant (’2396), the seller signs the instrument in the lower right-hand corner, an action 
that ordinarily would justify treating the seller as the drawer.  See UCC § 3-204 cmt. 1 (“[B]y long-
established custom and usage, a signature in the lower right hand corner of an instrument indicates 
an intent to sign as the maker of a note or the drawer of a draft.”); see also UCC § 3-402 cmt. 
(1972) (same).  Yet both variants indicate in the fine print that MoneyGram is the drawer, a fact 
that could suggest that the seller should not be liable as the drawer.  In any event, that question is 
irrelevant for present purposes because it is plain that the seller could be liable at most as a drawer.  
For the reasons explained above, the liability of the drawer under UCC § 3-414(b) is indirect, not 

                                                
5 The full text of § 3-412 reads: 

The issuer of a note or cashier's check or other draft drawn on the drawer is obliged 
to pay the instrument (i) according to its terms at the time it was issued or, if not issued, 
at the time it first came into possession of a holder, or (ii) if the issuer signed an 
incomplete instrument, according to its terms when completed, to the extent stated in 
Sections 3-115 and 3-407. The obligation is owed to a person entitled to enforce the 
instrument or to an indorser who paid the instrument under Section 3-415. 

6 That rule was the same under the 1972 version of the UCC.  UCC §§ 3-118(a) (1972) (“A 
draft drawn on the drawer is effective as a note.”), 3-413(a) (1972) (“The maker * * * engages that 
he will pay the instrument according to its tenor at the time of his engagement * * * .”); see UCC 
§ 3-412 cmt. 1 (comparing the 1972 provisions to current law). 
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direct.  Specifically, the drawer is liable only “[i]f an unaccepted draft is dishonored.”  In context, 
what that means in either case is that the drawer would be obligated to pay the instrument only if 
it were first presented to the drawee and the drawee declined to pay it in a timely manner. 

33. For similar reasons, the status of MoneyGram on the agent checks is unclear.  On 
the one hand, both variants include marginal notations identifying MoneyGram as the drawer of 
the instrument.  MoneyGram does not, though, sign either instrument, unless we regard the agent 
bank as signing as the agent of MoneyGram, a circumstance that would leave MoneyGram liable 
as the drawer of the instrument.  See UCC § 3-402(a).  That might make sense on the principal 
sample (’0004) but it would be harder to justify on a variant like ’2396, which does not indicate 
any agency capacity for Independent Bank.  In any event, in either case, MoneyGram is not directly 
liable because under UCC § 3-414(b), the liability of the drawer is contingent or indirect.  
Specifically, the drawer is liable only “[i]f an unaccepted draft is dishonored.”  In context, what 
that means is that the drawer would be obligated to pay the instrument only if it were first presented 
to the drawee and the drawee declined to pay it in a timely manner. 

b.  Teller’s Checks 

34. The business entities involved in the teller’s check are the drawer (the institution 
selling the check), the issuer (MoneyGram), and the drawee (the Bank of New York Mellon).  For 
reasons similar to those detailed above, none of those entities is directly liable on the instrument. 

35. As with the agent checks, the drawer is not directly liable because under UCC § 3-
414(b), the liability of the drawer is contingent or indirect.  Specifically, the drawer is liable only 
“[i]f an unaccepted draft is dishonored.”  In context, what that means is that the drawer would be 
obligated to pay the instrument only if it were first presented to the drawee (the Bank of New York 
Mellon) and that bank declined to pay it in a timely manner. 

36. The status of MoneyGram on the teller’s check is unclear for reasons quite similar 
to those described in the discussion of agent checks.  On the one hand, the instrument in its lower 
left-hand corner indicates that the instrument is “issued by” MoneyGram.  On the other hand, the 
lower right-hand corner of the instrument indicates that the institution is the drawer of the 
instrument.  Ordinarily, under UCC § 3-105, the issuer of a check is the drawer: “Issuer * * * 
means a * * * drawer of an instrument.”7  Because MoneyGram has not signed the instrument, it 
cannot be the drawer.  In any event, even if MoneyGram were the issuer of the draft, it would at 
most have the liability of a drawer of the draft.  For the reasons explained repeatedly in the 
preceding paragraphs, that would not make MoneyGram directly liable; it would have at most the 
indirect liability of a drawer. 

37. As with the instruments discussed above, the drawee (Bank of New York Mellon 
in this case) is not directly liable because under UCC § 3-408 the drawee has no obligation to pay 
an instrument until it has accepted it.  See UCC §§ 3-408 (“[T]he drawee is not liable on the 
                                                

7 The omitted text in UCC § 3-105 states that an issuer in some cases is the “maker” of an 
instrument, but that is irrelevant to any of the instruments discussed here, because “maker” is a 
term that applies only to notes. See UCC § 3-103(a)(7) (“‘Maker’ means a person who signs or is 
identified in a note as a person undertaking to pay”). 
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instrument until the drawee accepts it.”) & 3-409 (explaining that a drawee accepts an instrument 
by a signed agreement in which the drawee agrees to pay the instrument). 

c.  Retail Money Orders 

38. The business entities involved in the retail money order are the drawer 
(MoneyGram), the agent that sells it, and the bank through which it is payable (Wells Fargo).  For 
reasons quite similar to those repeated above, none of those entities is directly liable on those 
instruments. 

39. As explained several times above, the drawer is not directly liable because under 
UCC § 3-414(b), the liability of the drawer is contingent or indirect.  Specifically, the drawer is 
liable only “[i]f an unaccepted draft is dishonored.”  In context, what that means is that the drawer 
(MoneyGram) would be obligated to pay the instrument only if it were first presented to the drawee 
through Wells Fargo and the drawee declined to pay it in a timely manner.8 

40. The agent is not directly liable because it is not a party to the instrument.  Because 
the agent does not sign the instrument in any capacity, it can have no liability on it.  See UCC § 3-
401(a) (“A person is not liable on an instrument unless (i) the person signed the instrument, or (ii) 
the person is represented by an agent or representative who signed the instrument.”).9 

41. The party through which the item is payable has no liability because it has not 
signed it in any capacity.  See UCC § 3-401(a) (“A person is not liable on an instrument unless (i) 
the person signed the instrument, or (ii) the person is represented by an agent or representative 
who signed the instrument.”).  Indeed, because the item is only “payable through” that bank, the 
entity is not even authorized to pay the instrument.  See UCC § 4-106 (“If an item states that it is 
“payable through” a bank identified in the item, * * * the item designates the bank as a collecting 
bank and does not by itself authorize the bank to pay the item.”); see also UCC § 3-120 (1972) 
(“An instrument which states that it is ‘payable through’ a bank * * * designates that bank as a 
collecting bank to make presentment but does not of itself authorize the bank to pay the 
instrument.”). 

                                                
8 The retail money order template does not explicitly identify the drawee.  Under UCC § 

3-501 & -502, dishonor occurs only if the instrument is presented to the drawee.  I note the 
requirement under Regulation CC that a bank arranging for checks on which it is the drawee to be 
payable through another bank must identify itself by name and location on the instrument.  See 12 
C.F.R. § 229.36(e).  The only routing number that appears on the retail money order template is a 
routing number for Wells Fargo (the bank through which the money order is payable).  That 
arrangement leaves open the possibility that MoneyGram is the intended drawee of the item, 
though the face of the item does not make that status explicit. 

9 That rule was the same under the 1972 version of the UCC.  UCC §§ 3-118(a) (1972) 
(“No person is liable on an instrument unless his signature appears thereon.”). 
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d.  Agent Check Money Orders 

42. The business entities involved in the agent check money order are the drawer 
(MoneyGram), the drawee (Bank of New York Mellon), and the agent.  Again, as with the 
instruments discussed above, none of those entities is directly liable on those instruments. 

43. First, the drawer is not directly liable because under UCC § 3-414(b), the liability 
of the drawer is contingent or indirect.  Specifically, the drawer is liable only “[i]f an unaccepted 
draft is dishonored.”  In context, what that means is that the drawer (MoneyGram) would be 
obligated to pay the instrument only if it were first presented to the drawee (Bank of New York 
Mellon) and that bank declined to pay it in a timely manner. 

44. Second, the agent is not directly liable because it is not a party to the instrument.  
Because the agent does not sign the instrument in any capacity, it can have no liability on it.  See 
UCC § 3-401(a) (“A person is not liable on an instrument unless (i) the person signed the 
instrument, or (ii) the person is represented by an agent or representative who signed the 
instrument.”).  Indeed, because the instrument identifies the agent explicitly as an agent, it would 
have no liability on the instrument even if it had signed it; the signature of an agent for a disclosed 
principal creates liability only for the principal.  See UCC § 3-402(b).10 

45. Finally, the drawee (Bank of New York Mellon) is not directly liable because under 
UCC § 3-408 the drawee has no obligation to pay an instrument until it has accepted it.  See UCC 
§§ 3-408 (“[T]he drawee is not liable on the instrument until the drawee accepts it.”) & 3-409 
(explaining that a drawee accepts an instrument by a signed agreement in which the drawee agrees 
to pay the instrument); see also UCC § 3-410(1) (1972) (defining acceptance as “the drawee’s 
signed engagement to honor the draft as presented” and explaining that “[i]t must be written on 
the draft”). 

B.  AGENT CHECKS AND TELLER’S CHECKS DIFFER FROM MONEY ORDERS IN IMPORTANT WAYS. 

46. The previous section of the opinion discussed the extent to which a listed entity “is 
directly liable” on any of the MoneyGram products.  This section discusses the extent to which 
agent checks and teller’s checks are “similar” to money orders.  I express no opinion on the legal 
question of precisely what degree of “similar[ity]” would be relevant under Section 2503.  Rather, 
my purpose is to analyze practical ways in which the various products do and do not resemble each 
other. 

i.  Bank Liability 

47. One notable difference between agent checks and tellers checks on the one hand 
and money orders on the other is that a bank ordinarily is indirectly liable on an agent check or a 
teller’s check; ordinarily no bank is directly or indirectly liable on a money order.  Having said 

                                                
10 That rule was the same under the 1972 version of the UCC.  UCC § 3-403 & cmt. 3 

(1972). 
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that, I discuss below the possibility that some of the MoneyGram agent checks do not involve even 
indirect liability on the part of a bank. 

48. The commonplace distinction between the two groups of instruments follows 
directly from the discussion above regarding the liability of a drawer, which explained that the 
drawer is only indirectly liable for payment of an instrument.  The corollary of that rule, though, 
is that the drawer can be called upon to pay in any case in which the drawee dishonors the 
instrument.  What that means is that the payee that accepts a teller’s check or an agent check 
ordinarily can be sure that it will be able to obtain payment from the bank that is the drawer of the 
instrument unless that bank fails before the instrument can be processed. 

49. In the case of money orders, by contrast, no bank is directly or indirectly liable on 
the instrument, because the drawer of the instrument is MoneyGram, which is not a bank.  As the 
discussion above illustrates, that is true for both retail money orders and agent check money orders. 
Given MoneyGram’s substantial and longstanding financial position, the distinction between an 
instrument on which a bank is liable and an instrument on which MoneyGram is liable might seem 
irrelevant or technical at first glance.  In the context of payments, though, that distinction is quite 
important, generally reflecting the reality that as a class the likelihood that a bank liable on an 
instrument will become insolvent before it is paid is quite remote, both because of the supervision 
of bank solvency by responsible regulators and because of the reality of bank liquidity.  Because 
the solvency of entities that are not banks is much less regularized and reliably evident to the 
market, instruments on which banks are liable are treated in the marketplace quite differently than 
those on which no bank is directly or indirectly liable. 

50. The distinction between instruments on which a bank is liable and those on which 
no bank is liable is important in a variety of contexts.  For example, the UCC includes rules that 
govern the relationship between an instrument and the obligation for which the instrument is taken.  
Ordinarily, those rules provide that the obligation is suspended when the payee accepts the 
instrument and discharged only when the instrument is honored.  So, for example, if a tenant gives 
its landlord a check to pay the rent, the obligation to pay that month’s rent is suspended when the 
landlord receives the check and discharged only when the check is honored.  The same rule would 
apply if the tenant paid the landlord with a money order.  See UCC § 3-310(b). 

51. The rule is different, however, for cashier’s checks and teller’s checks, on which a 
bank is directly or indirectly liable.  If a party accepts one of those instruments, the obligation is 
discharged immediately.  See UCC § 3-310(a).  That rule by its terms applies to teller’s checks and 
also applies to many of the agent checks at issue in this litigation,11 because a bank signs those 

                                                
11 That rule is broader than it was in 1972. Like the current version of UCC § 3-310, UCC 

§ 3-802 (1972) drew a distinction between instruments on which a bank is directly or indirectly 
liable and those on which a bank is not liable.  The category of instruments that would produce an 
immediate discharge, though, was effectively limited to certified checks.  See UCC § 3-802(1)(a) 
(1972) (“Unless otherwise agreed where an instrument is taken for an underlying obligation (a) 
the obligation is pro tanto discharged if a bank is drawer, maker or acceptor of the instrument and 
there is no recourse on the instrument against the underlying obligor”); see also UCC § 3-802 cmt. 
2 (suggesting that the purpose of the provision was to discharge the obligation owed by the drawer 
of a certified check).  The provision was broadened to its current range of coverage in 1990.  See 
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checks as the drawer (which makes them qualify as teller’s checks for purposes of the UCC).  See 
UCC § 3-104(h) (defining “teller’s check” to include any item drawn by one bank on another 
bank).  The only exception applies to the agent check templates completed in a way that designates 
the bank on the face of the instrument as the agent of MoneyGram.  E.g., DE0000220 (designating 
the institution signing as drawer (“Pennstar, Division of NBI Bank”) as an “agent for 
MoneyGram”).  For instruments of that type, the bank (signing as agent for a disclosed principal) 
would not be directly or indirectly liable on the instrument.  See UCC § 3-402(a); see also UCC § 
3-403 & cmt. 3 (1972) (same outcome under 1972 UCC).  

52. A similar distinction appears in the rules that govern when an institution must make 
funds available against an item that a customer deposits.  The low-risk rules in 12 U.S.C. § 
4002(a)(2) (implemented in Regulation CC 12 C.F.R. § 229.10(c)), apply when customers deposit 
specific “low-risk” items in their account.  The “low-risk” rules obligate banks to provide available 
funds sooner than they must provide available funds based on the deposit of ordinary personal 
checks.  As relevant here, low-risk rules for cashier’s and teller’s checks obligate the bank at which 
the item is deposited to provide funds on the next business day, an obligation the depositary bank 
would not have if a customer deposited a personal check.  With one narrow exception, though, 
those rules do not apply to money orders.  See 12 U.S.C. § 4002(a)(2)(F) (low-risk exception for 
cashier’s and teller’s checks); 12 C.F.R. § 229.10(c)(1)(ii) (low-risk exception for Postal money 
orders), (v) (low-risk rule for cashier’s and teller’s checks).  Thus, when a customer deposits a 
conventional money order like the MoneyGram products involved here, the customer is not 
entitled to available funds the next day; the customer would have that entitlement, though, if the 
customer deposited a cashier’s check or a teller’s check.   

53. The exclusion of money orders from the low-risk rules (leaving them to the same 
treatment as personal checks) is not accidental.  Commenters during the notice-and-comment 
development of Regulation CC requested an express exclusion of money orders from the low-risk 
rules, but the Federal Reserve declined, concluding that money orders differed so substantially 
from the covered instruments that their exclusion was clear even without an explicit mention in 
the regulation.  Among other things, the Federal Reserve explained that money orders “are 
generally signed by the purchasing customer, not by an officer of the issuing bank and therefore 
are not cashier’s checks subject to the [low-risk rules].”  53 Fed. Reg. 19372, 19396. 

54. A similar distinction also has been implemented in the operation of Regulation D 
(12 C.F.R. Part 204), which governs the reserve requirements for depositary institutions.  The 
regulation requires covered institutions to maintain reserves against any “deposit,” a term that 12 
C.F.R. § 204.2(a)(1) defines in detail.  The concept is that the deposits a bank holds for its 
customers are effectively liabilities of the bank, against which the bank must maintain a reserve of 
assets adequate to satisfy the requests for withdrawal a bank might face on any particular day.  
Among other things, that definition includes any “outstanding  teller’s check, or an outstanding 
draft, certified check, cashier’s check, money order, or officer’s check drawn on the  depository 
institution.”  The premise of that provision is that once a bank has issued an item of that nature, 
drawn on itself, the item effectively becomes a liability of the institution, against which it must 

                                                
UCC § 3-310(a) (1990); UCC § 3-310 cmt. 2 (1990) (comparing the 1990 revisions to the earlier 
statute). 
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maintain reserves.  Importantly, it applies only to items on which the bank is directly or indirectly 
liable.  Thus, it would include the teller’s checks and official checks at issue here, but it would not 
include the MoneyGram money orders discussed above, because those items are not drawn by (or 
signed by) any depository institution. 

55. As discussed above, MoneyGram also has an “agent check money order” product, 
on which a bank signs as an agent of MoneyGram.  On such a product, as with the more 
conventional money orders discussed above, no bank would be directly or indirectly liable; rather, 
by signing as an agent of MoneyGram, the bank would sign only to create for MoneyGram the 
indirect liability as a drawer.   

56. In sum, a variety of legal and practical considerations make an important distinction 
between instruments that a bank has signed on its own behalf (such as cashier’s checks, teller’s 
checks, and agent checks that do not indicate the bank’s status as an agent), and those that no bank 
has signed (such as the money orders marketed by MoneyGram and the agent checks signed by 
the bank only as an agent). 

ii.  Contractual Conditions 

57. Another distinction between teller’s checks and agent checks on the one hand and 
money orders on the other appears in the terms and conditions printed on the back of a standard 
MoneyGram money order.  Two important terms describe the limited recourse and the service 
charge. 

58. The “Limited Recourse” term emphasizes the inability of the holder to force any 
financial institution to pay the instrument.  Specifically, that term states in large bold-face type 
that the only “recourse” on the money order is “against the presenter.  This means that persons 
receiving this money order should accept it only from those known to them and against whom they 
have effective recourse.”  That term appears to mirror the discussion above of the effect of the 
absence of any bank signature under the UCC.  Apparently, MoneyGram thought it important to 
emphasize those attributes in writing on the instrument to ensure that disappointed purchasers 
would have little basis for claiming that they had been misled into thinking that the instruments 
were more robustly enforceable than they were. 

59. The second term of relevance is the “Service Charge” term, which describes a 
service charge of one dollar and fifty cents per month if the money order is not used within one 
year of the purchase date.  That has the effect of steadily absorbing the value of the money order 
if it is not promptly used.  So far as I can tell from the instruments that I have seen, banks ordinarily 
do not impose such charges on the bank-signed MoneyGram instruments (the official checks), 
which instead retain their value until they escheat to the relevant jurisdiction.  Thus, the 
MoneyGram official checks contain no such “Service Charge” term. 

C.  “THIRD PARTY BANK CHECK[S]” IS AN OBSCURE TERM, WHICH COULD REFER TO CHECKS THAT 
BANKS ISSUE TO PAY BILLS FOR THEIR CUSTOMERS. 

60. Section 2503 excludes from the group of “other similar written instrument[s]” a 
category of instruments that the statute describes as “third party bank check[s].” 
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61. As a matter of history, of course, the source of the term seems clear.  First, a 
November 1, 1973 letter from Edward Schmults, General Counsel of the Department of the 
Treasury, commenting on the bill that would become Section 2503, suggested that the legislation 
should exclude “third party payment bank checks.”  S. Rep. 93-505, 93rd Cong., 1st Sess. 5 (Nov. 
15, 1973).  Then, apparently in an imprecise response to the letter, the bill was amended to exclude 
“third party bank checks.”  Compare S. 1895 § 2, 93rd Cong., 1st Sess. (May 29, 1973) (no 
exclusion, predating the Schmults letter), with S. 2705 § 3, 93rd Cong., 1st Sess. (Nov. 15, 1973) 
(draft after the Schmults letter including exclusion for “third party bank check[s]”); S. 2705 § 3, 
93rd Cong., 2nd Sess. (House version dated Mar. 4, 1974) (same).  Neither the Schmults letter nor 
any other provision of the report or legislative history of which I am aware offers any guidance as 
to the product intended to be excluded. 

62. As a matter of commercial law, the term is obscure.  The modern UCC does not use 
the terms “bank check” or “third party check,” much less the more specific terms “third party bank 
check” or “third party payment bank check.”  Nor am I familiar with either of those specific terms 
in the common parlance of industry professionals or literature.  Similarly, the designation of the 
MoneyGram products as “official” checks is not a designation with a source in the modern UCC; 
thus it seems to me to bear only the general trade connotation of a check that is more reliable than 
a check that is not “official.”12   

63. Attempting to make some sense out of the term itself, the idea of a “bank check” 
logically suggests a check on which a bank is directly or indirectly liable.  All checks are drawn 
on banks.  See UCC § 3-104(f) (defining “check” as “(i) a draft * * * payable on demand and 
drawn on a bank or (ii) a cashier's check or teller's check”).  So if the reference to “bank check” is 
to convey anything different from an unadorned reference to a “check,” the most likely connotation 
would be a reference to a check issued by a bank as opposed to a garden-variety “check” issued 
by a person other than a bank. 

64. Strong support for that idea comes from the text of the UCC at the time that Section 
2503 was adopted, which used the terms “bank check” and “non-bank check” to distinguish 
between checks on which some bank is liable and those on which no bank is liable.  Compare UCC 
§ 4-211(1)(d) (1972) (requiring banks to accept as settlement “a cashier’s check, certified check 

                                                
12 The term “official bank check” did appear in an early draft of what eventually became 

the 1990 revisions to UCC Article 3 and amendments to Article 4 (discussed in the next footnote). 
In that draft, the term was defined to include what are now known as teller’s checks and cashier’s 
checks.  See UCC § 3-104(d) (1987 Exploratory Draft) (defining “official bank check” as “(i) a 
draft payable on demand drawn by a bank on another bank, or (ii) a draft payable on demand with 
respect to which the drawer and the drawee are the same bank or branches of the same bank”).  
That draft used the term in UCC § 3-310 in the same way that the current UCC refers to teller’s 
checks and cashier’s checks – to describe the instruments that discharge an obligation as soon as 
they are “taken” by the payee “as payment of an obligation.”  Compare UCC § 3-310(1) (1987 
Exploratory Draft) with UCC § 3-310(a).  
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or other bank check or obligation”) with UCC § 4-211(3)(b) (1972) (describing process for a bank 
that voluntarily has agreed to accept “a non-bank check or obligation”).13 

65. It is less clear what to make of the additional qualification that the exclusion refers 
to “third party” bank checks (or, in the phrasing of the Schmults letter, “third party payment” bank 
checks).  The overwhelming majority of checks are written to “third parties,” in the sense that they 
are written to a party distinct both from the party that writes the check and from the party on which 
the check is drawn.  Similarly, the overwhelming majority of checks are written to make 
“payment” to that third party. To make sense of the reference to “third parties,” logically there 
should be an additional party to the transaction beyond the payor, payee, and the payor’s bank. 

66. The statutory context also suggests an additional qualification in making sense of 
the term.  Because “third party bank checks” (or “third party payment bank checks”) are to be 
excluded from the category of “similar written instruments * * * on which a [listed entity] is 
directly liable,” the relevant product should be a product on which some listed entity is directly 
liable.  Because the excluded category is third party bank checks, logically it should be a product 
on which a bank is liable. 

67. One possibility that is easy to discard is that the designation refers to a personal 
check (that is, a check drawn by an individual) that the payee has indorsed to a third party.14  The 
discussion above suggests one obvious problem with application of that term to the scenario – why 
would anybody use the term “third party bank check” as opposed to the term “third party check” 
to refer to a check on which a bank has no cognizable role.  More specifically, though, that 
application would make no sense in the context of Section 2503.  The problem is that the escheating 
party has no way of telling if an instrument has been indorsed to a third party until the indorsed 
item is presented for payment.  Section 2503, though, applies only to instruments that are not ever 
presented for payment.  Thus, to read the statutory reference to “third party bank checks” as 
excluding only indorsed checks is to read it as excluding checks to which Section 2503 would not 
apply in any event.  

68. Another possibility, mentioned in a September 29, 2015 letter from David Gregor, 
the Delaware State Escheator (ALF00002365), is that the term refers to teller’s checks.  That 
makes sense of the “bank check” part of the term – because a teller’s check is a check that is drawn 
by a bank.  It treats the “third party” portion of the term as reflecting the difference between the 
bank that draws a check and the bank on which the check is drawn, which means that the 
instrument involves three parties. That is a possible interpretation, though the use of “third party” 
to indicate a difference between the identity of the issuer and the drawee seems a little odd; that 
term usually refers to checks that end up being paid to a party distinct from the original parties to 
the check transaction.  Moreover, as explained above, a teller’s check is not a check on which a 

                                                
13 The references to “bank checks” and “non-bank checks” were removed in the 1990 

version of Article 4, which substituted references to cashier’s checks and teller’s checks, terms 
added at the same time to UCC Article 3.  See UCC §§ 3-104(g) & (h) (1990) (definitions of 
cashier’s check and teller’s check), 4-213 (1990) (replacing UCC § 4-211 (1978)). 

14 Pennsylvania suggested that possibility in its May 30, 2017 “Bench Memorandum on 
the Disposition of Abandoned Money Orders and Traveler’s Checks Act.”   
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bank is directly liable; it is a bit odd, then, to include a phrase excluding teller’s checks from a 
group of instruments on which a financial institution “is directly liable.” 

69. Recognizing the reality that it may be difficult to understand precisely what 
Schmults (or Congress) intended by the term at the time, another possibility is that the term refers 
to the checks that banks write at the direction of their customers through their bill-payment 
services.  For several decades, banks have offered bill-payment services, under which banks pay 
bills to identified payees at the request of their customers.  Traditionally, banks made those 
payments either by making ACH transfers (which are quite inexpensive) to the identified payees 
if possible, or by issuing paper checks (which are much more expensive) to payees for which it is 
not practical to complete an ACH transfer.  In recent years, banks complete an increasing share of 
those payments by ACH transfers. 

70. In the early years of those products, however, the banks of customers commonly 
effected a large share of the payments by issuing paper checks.  Conventionally, those checks were 
signed (and thus issued by) the customer’s bank, and drawn on the same bank.  Thus, though in 
my experience they have not been issued on the common forms for cashier’s checks (which state 
prominently that the instrument is a cashier’s check), they are cashier’s checks in legal 
contemplation (in the same way that the agent checks described above are teller’s checks in legal 
contemplation even if they do not bear that designation on their face).  See UCC § 3-104(g) 
(defining “cashier’s check” as “a draft with respect to which the drawer and drawee are the same 
bank or branches of the same bank”).  Because those checks are checks on which a bank is directly 
liable, and because they involve an additional party not present at the issuance of the check, they 
meet the basic requirements of a sensible interpretation of the reference in Section 2503 to a “third 
party bank check.” 

V.  CONCLUSION 

71. Because discovery is continuing as of the date of this report, I expect that I will 
continue to review documents and testimony related to the topics discussed in this report.  
Accordingly, I reserve the right to supplement my report based on materials not available at the 
time I prepared it, including any reports that other experts might submit. 

 
       ______________ 
       RONALD MANN 
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