BILL ANALYSIS

C.SH.B. 1590

By: Paxton

Judicid Affairs

Committee Report (Substituted)

BACKGROUND AND PURPOSE

Under current law, each party to amultiple party account may usethe fundsinthat account. For instance,
one party could withdraw the entire balance and deposit the fundsin his or her own personal account. In
addition, a party to amultiple party account cannot prevent the estate of a deceased party to the account
from transferring to a survivor the sums needed to pay debts, taxes and the expenses of adminigtration if
other estate assets are insufficient.

A court decison in Kansas reported in awidey read banking trade publicationraised the issue of whether
a secured creditor of one party to amultiple party account can seize the funds in that account to satisfy a
lien againg that party. It isgenerdly understood in Texas that a secured creditor hasthisright - that any
party to amultiple party account may pledge that account. C.S.H.B. 1590 clarifies Texaslaw inthisarea
to provide statutory basis for what isa ready widdy accepted practicein the banking community. The hill
aso makesit clear that a convenience sgner (who has no ownership interest inthe account) may not pledge
an account.

RULEMAKING AUTHORITY

It is the committee’s opinion that this bill does not expresdy grant any additionad rulemaking authority to
a dtate officer, department, agency, or indtitution.

ANALYSIS

C.S.H.B. 1590 amends Section 442 of the Probate Code to provide that no multiple-party account will
be effective againg the daim of a secured creditor who has alien on the account. A party to amultiple-
party account may pledge the account or otherwise create a security interest in the account without the
joinder of, asappropriate, aP.O.D (pay on death) payee, a beneficiary, convenience signer, or any other
party to ajoint account, regardless of whether thereisaright of survivorship.

The hill specifies that a convenience sgner may not pledge or otherwise create a security interest in an
account.

The bill addstheterm “clams’ to the part of the existing Section 442 relaing to the liability of afinancid
ingtitution to the estate of a deceased party.

The bill dso requires that certain notice be provided to any party to amultiple party account who did not
creete the security interest in the account.

EFFECTIVE DATE

September 1, 2003.

COMPARISON OF ORIGINAL TO SUBSTITUTE

The subgtitute adds a provision requiring that certain notice be provided to any party to a multiple party
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account who did not create the security interest in the account.
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