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Good morning, Senator Baldacci, Representative Salisbury and members of the Joint Standing Committee on
State and Local Government. My name is Joe Perry, and | am the State Treasurer. | am here today to testify in
favor of L.D. 1969 “An Act to Amend the Revised Unclaimed Property Act”. This is a bill requested by my
office. Thank you for the opportunity to come before you today to discuss this matter.

The Office of the State Treasurer has primary responsibility for administering Maine’s Unclaimed Property
Program. When financial properties go dormant after a specified period of time, companies and institutions
are to turn the money over to my office, where we work to reunite properties with the rightful owners around
the state. We bring this bill before you today to make timely updates to the law and needed adjustments
necessitated by changes in the financial industry. | will briefly summarize the various changes proposed. For
clarity, holders are the institutions, like banks and insurance companies, who hold property for their
customers. Owners are the customers whose property is held, and who have claims to property through the
unclaimed property program.

This bill seeks to add “virtual currency” as a property type covered by the Unclaimed Property Act. The act is
currently silent on the matter and creates uncertainty for the holders and owners of virtual currency. My
office proposes that we include these properties in the act and treat them similarly to other financial assets.

This bill aims to simplify the presumption of abandonment guidelines for tax-advantaged retirement accounts,
custodial accounts for minors and security accounts. This would make for simpler administration as well as
easier compliance for the holders of these accounts.

This bill removes automatic transactions as an indication of an owner’s interest in the presumed abandoned
property. This protects the owner’s interest in the property, by strengthening the presumption of
abandonment that must be adhered to by property holders.

This bill proposes to prohibit the charging of escheat fees on certain accounts; disallowing holders to charge
fees for the legally required act of remitting abandoned assets to the Unclaimed Property Administrator. This
would protect the full assets of the property holder.
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This bill proposes to clarify when an unclaimed property audit of a holder has commenced. And seeks to

clarify that property not yet remitted to the administrator be held in trust and not become part of bankruptcy
assets.

Finally, this bill proposes to strengthen the confidentiality provisions in the law. It would protect the

confidentiality of owner’s data connected to their unclaimed property as well as strengthen the confidentiality
obligations of 3" party auditors.

Thank you for your opportunity to testify on this important bill. My office looks forward to participating with

the committee in the coming work session. | or my staff would be happy to answer any questions you might
have.



Proposed RUUPA changes

The proposed changes to Unclaimed Properties’ statute can be accepted as a whole or have select
items removed from consideration by the legislative committee. This document serves as a
breakdown of those changes presented with reasons for the suggestions.

Virtual/Crypto Currency

Language regarding virtual currency is a suggested addition to the existing language. When Maine’s
RUUPA was adopted in 2018, Treasury and Legislature purposely did not include language regarding
Virtual Currency which existed in definition only for the Uniform Law Commission (ULC) version.
The property type was still early in consideration. Over the last 6 years, Virtual Currency has
become an increasingly emergent property type for most states with holder of the property looking
for specific language developed for them to report.

ULC draft in Section 102 (Section 2052 for Maine Equivalent)

(32) “Virtual currency” means a digital representation of value used as a medium of exchange, unit of
account, or store of value, which does not have legal tender status recognized by the United States. The term
does not include:

(A)the software or protocols governing the transfer of the digital representation of value;
(B) game-related digital content; or
(C) a loyalty card[ or gift card].

2016 Notes: “Virtual currency” - The definition in Section 102(32) of virtual currency is adapted from the
current draft of the Uniform Regulation of Virtual Currency Act (URVCA). The drafting committee of that Act
has not yet settled on a definition of “virtual currency.” It is thought that the two definitions should be
harmonized. Under this Act, “virtual currency” is property included in the URVCA definition and the definition
in this Act specifically excludes game related digital content and loyalty cards because they are excluded
from this act, in order that they not be swept back in through on over broad interpretation of “virtual currency.”
The same will hold true for versions of this Act that are enacted by states that elect to exclude “gift cards”. See
Section 102(11).

About a dozen states have produced language in their unclaimed property statutes to clarify due
diligence and reporting requirements when it comes to dormant accounts with virtual currency.
Washington, DC and New York’s unclaimed property programs are currently seeking the remittance
of property in its native form, i.e., actual coins transferred to a state virtual currency custodian.
California is the only other state currently looking to do the same.

To date, only DC has been able to collect the property in its native form and needs to track the
property records using external software or spreadsheet. Thus far, DC has received an immaterial
amount of virtual currency, and it is unknown whether that program will be able to continue to
handle reports manually when reporting volumes significantly increase. The process of holding a
wallet with a 3" party can be costly (DC negotiated the contract down to $20,000 without the ability
to liquidate, which is where most of the cost occurs for the custodian and from the currency’s
market) and found difficult to maintain and ensure payment in these currencies are not susceptible



to fraud or human error. New York’s law covering virtual currency does not take effect until 2027
and it remains to be seen whether that state can establish a viable custody arrangement within the
next 24 months.

All other states have developed language regarding virtual currency for unclaimed property and
used language like what Treasury is presenting at this time. These states include Connecticut,
Delaware, Florida, Idaho, Illinois, Indiana, Kentucky, Montana, Vermont, Wisconsin, and West
Virginia. Similar language is pending in Colorado, Maryland, North and South Dakota. The language
serves to protect the State and holders as they use the process to convert the virtual currency to US
dollars prior to remitting funds to the State of Maine.

This process will greatly reduce costs for the state to hold a virtual currency wallet with a 3 party to
help manage the funds, much like the current process for securities. There are also costs involved
with transfers of the currency, which has no choice but to deduct from the remitted and returned
property to cover those costs. The accounting for these fee adjustments can become an issue
within the state’s records that is already not prepared to record the coins out to the required 16-
decimal place for some coins.

Additionally, any broker holding a wallet on the State’s behalf is not able carry all currency types,
creating another dilemma with requiring multiple wallets to collect all currency types or ask for
conversions of the unique currencies to accepted currency types.

Virtual currency has been an emerging property type increasingly over the last 4 years. Binance has
been restricted from activity in the State of Maine by the Maine Bureau of Consumer Credit
Protection. Both companies have already voluntarily turned over the Maine owner’s accounts to the
State’s Unclaimed Property account in the form of US Dollars.

Some other brokerage platforms, like Coinbase and Bittrex, has been reporting to the State of Maine
in US dollars the last couple of years using the “all other” provision in Section 2061, Subsection 15:

“Property not specified in this section or sections 2062 to 2072, including funds in a
lawyer’s trust account, 3 years after the owner first has a right to demand the property or the
obligation to pay or distribute the property arises, whichever is earlier”

However, not all companies are comfortable with accepting this language to report the property
type to states. They prefer something more specific and protects them from owner recourse with
the conversion to US dollars.

Here are the changes to each section of the statute for adopting language specific to virtual
currency:

§2052. Definitions

allincome fromor increments to the property;
‘roperty referred to as or evxdenced by







DDA Accounts

The language adopted from the ULC’s version of RUUPA has been found confusing by holders
because it lumps different banking property types into one paragraph. The existing language did not
address the fact that savings and checking accounts do not have a maturity date. The process itself
for businesses to comply with is not changing at all.

Tax Benefit Accounts

The ULC language for Tax Benefit accounts is quite lengthy and confusing for holders. There are a
lot of different sections looking at the earlier and later activities to determine if a property is
abandoned. This is difficult to track in databases where the information is held. The Treasurer’s
Office would like to simplify the language, and in turn the process for determining if an account is
considered abandoned.

The first clarification in the proposed changes is to address Roth IRAs within section 2062. Itis
assumed by many parties, including the ULC, that this section addresses Roth IRAs. However, the
language as presented by the ULC speaks to an age set by the federal government to apply
penalties if there is no withdrawal of funds. The language applies to tax-deferred accounts only.
Roth IRAs are tax-advantaged (free) accounts and do not have a limiting age to withdraw funds
without penalty.

The changes also address the requirements to send additional mailings to owners prior to any due
diligence requirements. In the current world, most of the accounts are managed online and show
as active accounts regularly by the act of the user logging into their online accounts. If no

transactions have been made by the owner(s) and no login activity has been made by an owner for



the designated dormancy period, then attempts to confirm contact with the owner(s) would be
reaffirmed with the due diligence requirements of the statute. Additionally, these accounts will not
be considered as dormant until a time where distributions are federally required to avoid penalties,
or confirmation of death for the owner.

Other tax-advantaged accounts, like Health Savings Accounts and Education Savings Accounts,
would also be limited to protections from federal penalties or reportable 30 years after the account
was created to ensure the ability to save without interruption. All tax-advantaged and deferred
accounts would need to meet the 3 years of no activity to be considered dormant for reporting to
apply after the limitations were met.

The addition for terminated retirement plan accounts is needed because while the US Dept of
Labor allows for terminated plans to be reported to states, states don’t regularly receive them
because the terminated plan won’t wait 3 years to report. They need to close their books and report
when terminating.
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Uniform Gift to Minors

Similar to simplifying the law for retirement accounts and leaving them untouched until a time
when need is presented to be considered for abandonment, UGMA and UTMA accounts are also
looking to adopt more simplified language to what the ULC presents in RUUPA.

Both sets of language indicate that UGMA and UTMA property would not become reportable until a
time the minor reaches the age established under those acts. Generally, this age is 18 years, but at
times can be extended to 21 years. When the minor reaches the defined age, they become the
owner of the property without needing a custodian to act on their behalf. The custodian should
already be turning over full responsibility of these funds to the listed owner when they reach the
designated age.
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Securities

One more area of overcomplicated law from the ULC’s adoption is around security property.
Section 2068 breaks security accounts into multiple situations requiring different activity from the
holders to ensure the accounts are hot abandoned and contact is not lost with the owner. Much of
these catches are already verified when an account reaches the dormancy period and due
diligence is performed. It becomes an overcomplicated process of sending multiple mailings to the
owner. Again, this is a situation where most accounts are being activated with online activity or just
the account login, which all counts as activity on the account.

Part of the changes eliminate the Returned by Post Office (RPO) provisions adopted by the ULC,
which, in modern times, are not the most reliable method of determining whether an owner is
aware of their securities assets. In order for the mail to be returned to the sender, the owner must
have filed a change of address with the US Postal Service. The post office will forward mail for 12
months when a change of address is filed. After 12 months, it is incumbent on the current resident
of the address of record, to mark mail mistakenly sent to their address, but registered to the



previous resident and send it back to the post office marking it return to sender. It is uncommon
that this occurs.

In this day and age, holders are increasingly moving away from sending notifications via regular
physical mail. Go Green initiatives promote email correspondence as an environmentatly
conscious alternative to physical mail as well as cost savings to companies. Hence, it is suggested
that holders utilize email as a first option to contact owners, encouraging them to keep their
account active. The owner could activate their account by responding to the email, scanning a QR
code or logging into the account to keep it active. When emailis returned by a server or no
response is made by the owner (email also does not provide a guarantee of connection), then the
need for mailing a physical due diligence letter is required.

Majority of the stock today is issued in book entry. Less than 1% of securities are held physically.
Stock certificates are no longer issued or mailed to owners.

International mail is not returned to the sender. inthe US, there is a 517% increase in mail being
treated as waste and destroyed in the Dead Letter Office in Atlanta. The last 20 years have seen a
72% decrease in mail forwarded and 19% decrease in mail returned to the sender by the USPS.
According to FINRA (Financial Industry Regulatory Authority) 38% of account owners prefer to
receive communications through emails overtaking 30% by physical mail. The balance of whichis a
decline in-person meetings and small increase in downloading from a website.

Additionally, there is an industry decline in holders who are often coordinating through third party
vendors and their operations teams flagging accounts as RPO when mail is in fact returned. The
lack of marking accounts as RPO when mail returns also hinder the effects of using an RPO
standard. Aggregator search data utilized when performing audits finds thousands of account
owners not coded as RPQO, but have been deceased for 3 or more years. Thousand more owners
have not resided at the listed address in 3 or more years.
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Automatic Withdrawals - Infinity Problem

The adoption of the language in 2019 included automatic withdrawals from an account to indicate a
person’s interest in the account. The language is part of the ULC’s original RUUPA. However, | am
going to explain why adopting this provision is an issue and provide some examples of how it is not
a reasonable gauge of the owner’s indication of interest.

Considering automatic transactions on an account has been known to produce what is considered
the Infinity Problem or Infinity Rule. An individual can have an account that takes automatic
payments which can continue years after the owner is deceased. There are cases where an owner
set up automatic payments for their bills and receives income electronically through social security
or some other method. The owner passed and the bills kept getting paid. Exceptin some cases the
taxes on the property were not paid and the owner was discovered after the property went through
auction once seized by the municipality. Below are some similar stories.

Michigan woman’s auto-payments hid her death for over 5 years

The woman, who the sheriff's office believes to be Pia Farrenkopf, paid her bills
from her bank account through auto-pay... At some point, her bank account ran
dry. The bills stopped being paid. After its warnings went unanswered, the bank
holding the mortgage foreclosed on the house...

Man found in Dallas apartment 'died three years ago'

Pete Schulte, a detective with the DeSoto Police Department, said Mr. White’s

month—to—menth ease on the apartment had been paid from an account into
which his Na




New homeowner finds corpse of former resident in house

The new owner bought the house, on Upland Avenue in
District Heights, at a foreclosure auction but only last
Saturday discovered the body of the 39-year-old woman who
had called the property home. It's unclear how long she had
been dead, according to the local NBC affiliate.

u rty, fin i ner’s dea
sape Coral, Florida man won a foreclosure auction. The home was purchased in a
Lax-deed auction and il was assumed Lhal the reason for the unpaid taxes was due
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Man finds decomposing body of previous homeowner inside new house
The office of the city’s medical examiner later identified the deceased as 71-year-old Nina Fielden,

who was listed as the owner of the same property, according to Cuyahoga County records.

Retained Asset Accounts

This change clarifies that asset accounts related to or arising from an insurance policy or annuity
contract will be subject to the same presumption of abandonment that is applied to the underlying
policy or contract, or the last indication of interest in the account by the beneficiary after the
account is established.
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For Reference: §2061. When property presumed abandoned

7. Amount owed on insurance policy or annuity contract. An amount owed by an insurance company
on a life or endowment insurance policy or an annuity contract that has matured or terminated, 3
years after the obligation to pay arose under the terms of the policy or contract or, if a policy or
contract for which an amount is owed on proof of death has not matured by proof of the death of the
insured or annuitant:

A, With respect to an amount owed on a life or endowment insurance policy, 3 years after the
earlier of the date:

(1) The insurance company has knowledge of the death of the insured; and

(2) The insured has attained, or would have attained if living, the limiting age under
the mortality table on which the reserve for the policy is based; and

B. With respect to an amount owed on an annuity contract, 3 years after the date the
insurance company has knowledge of the death of the annuitant;

Determine Authorizing State

The language further clarifies for holders what to do when there is a beneficiary on the account, but
the address for the beneficiary is not known. The property would revert to the state of last known
address for the insured, which many times is the most likely state for the beneficiary. It should
things easier for a beneficiary to come across the property as available to claim in a familiar state
than if the property went to the state of incorporation where the family had no connection.

§2081. Address of apparent ownet to establ




Escheat Fees

Increasingly financial institutions have been charging dormancy charges to owners for their
accounts, traveler checks, or money orders. There are already inactivity fees at many of the
financial institutions after 6 months or 1-year of no activity. Dormancy charges place a fee on an
account being turned over to the state once it reaches the dormancy period.

The addition of subsection 3 covers the use of escheat fee for the same transaction to get around
the limitations set in subsection 2. An “escheat fee” is customarily charged in conjunction with the
reporting of an account to the state as unclaimed property. However, the terms and conditions of
financial institutions charging these fees rarely explain to a depositor what the fee is, or how it can
be avoided.

Current fees seen tend to be as much as $25 to $126 per property. These fees are a source of
revenue for those financial institutions, but our ask of the legislature is “Do these fees which require
little cost and service count as “junk fees” which have become an industry issue? Should a
financial institution be permitted to charge an owner for complying with a long-standing state law?

Duty to Report

The proposed addition as a new subsection (4) results from litigation in Michigan, where the court
was asked to consider whether the commencement of an examination tolls the statute of limitation
on enforcement. Thatdecision is not binding on Maine, but the same question exists with respect
to Maine’s unclaimed property law. As such, itis proposed that the statute be amended to provide
that commencement of an examination tolls the statute of limitations on enforcing non-
compliance. In the absence of such a provision, a holder could unnecessarily delay an audit until



the statute had run, and unreported obligations either eliminated or reduced. It is simply not
practical for the state to bring suit in each audit to toll the statute of limitations.
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Property pending reporting is held in Trust

This section is an adoption from a Texas provision that may protect property held by a debtor in a
bankruptcy proceeding, where the debtor failed to timely report and remit the property when due to
the state. Theintentis to cause the unreported property to be held in trust and not part of a
bankruptcy proceeding. It is a protection of the owner’s assets which should not be in the
business’s possession per law. .

Time to Claim

The language is to codify that reported property can always be claimed by the owners or their heirs
until the liability has been paid by the State.

by person claiming to be owner




Audit Changes

The change to the language in Section 2164 as well as Sections 2212-2214 are to add 3" Party
Auditors responsibility in confidentiality agreements with audits and assist with NDA requirements
from putative holders.

Section 2165 removes the “course of dealing” provision which makes for some very lose standards
to doing business. An example would be “We have an understanding with our customers that if
there is a credit balance, we're entitled to keep it.” It’s a slippery slope into conjecture and grey
areas as opposed to documented procedures and contracts. We’'re opposing it because it just
leads to tall tales, generally unsubstantiated, which just then leads into endless negotiations about
reducing liability.

The addition to Section 2166 was accidentally omitted from the initial bill submitted in December.
We would like to present the following addition as an amendment to the current bill. This addition
clarifies the requirement of a holder to remit an estimated payment when records are unavailable
to prove reporting compliance.
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Confidentiality of records

The proposed subsection 3 of Section 2211 is looking to readopt language lost with the repeal and
replace process of the statute in 2019. Without this subsection, the full unclaimed property list
(including personal financial information) becomes subject to FOIA, including Pll information for
the listed owners. The full list data will once again be available only to parties who are vetted to
have the owner’s interest in mind, such as the Treasurer’s Office, the Legislative members, Town
Clerk offices, and Private Investigators acting as a finder.
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