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SENATE APPROPRIATIONS COMMITTEE: Senate Rule 28.8 

  

SUBJECT: Escrow agents:  controlled substances 

SOURCE: Author 

DIGEST: This bill removes an offense involving controlled substances from the 

list of offenses that disqualify a person from serving in any capacity as an officer, 

director, stockholder, trustee, agent, or employee of an escrow agent, or in any 

position involving any duties with an escrow agent.  

ANALYSIS:   

Existing law: 

1) Provides the Escrow Law and requires the Department of Financial Protection 

and Innovation to administer a licensing program for and conduct oversight of 

escrow agents. (Division 6 of the Financial Code, Section 17000 et seq.) 

2) Defines “escrow” as a transaction in which one person, for the purpose of 

effecting the transfer of property to another person, delivers money or a thing of 

value to a third person, as specified. (Financial Code Section 17703) 

3) Defines “escrow agent” as any person engaged in the business of receiving 

escrows for deposit or delivery. 
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4) Prohibits a person from serving in any capacity as an officer, director, 

stockholder, trustee, agent, or employee of an escrow agent, or in any position 

involving any duties with an escrow agent, if that person has been convicted or 

pleaded nolo contendere to any of the following crimes in the past ten years or 

has been held liable in any civil action by final judgment or any administrative 

judgment by any public agency within the past seven years: 

a) A violation of the Banking Law, Savings Association Law, California Credit 

Union Law, Escrow Law, Industrial Loan Law, or the federal Financial 

Institutions Reform, Recovery, and Enforcement Act of 1989. 

b) Offenses involving robbery, burglary, theft, embezzlement, fraud, fraudulent 

conversion or misappropriation of property, forgery, bookmaking, receiving 

stolen property, counterfeiting, controlled substances, extortion, checks, 

credit cards, or computer violations specified in Section 502 of the Penal 

Code. (Financial Code Section 17414.1) 

This bill removes offenses involving controlled substances from the list of offenses 

that prohibit a person from serving in a capacity involving duties with an escrow 

agent.  

Comments 

1) Purpose.  According to the author: 

SB 1348 would remove offenses involving controlled substances from 

the list of crimes requiring automatic license denial under escrow laws 

administered by the Department of Financial Protection and 

Innovation. These changes would balance consumer protection with 

California’s goal to allow former offenders to achieve meaningful 

employment. 

2) Overview.  Escrow agents play an important, trusted role in effecting high-value 

transactions, such as the sale of real estate. Participants in these transactions 

rely on escrow agents to faithfully fulfill their obligations in transferring 

relatively large sums of money from the buyer to the seller upon transfer of the 

property. State laws regulating escrow agents are designed to protect members 

of the public who entrust their money or other assets to escrow agents.  

The Department of Financial Protection and Innovation (DFPI) is the state 

regulator of persons who provide financial services and products in California. 

The department carries out its duties, in part, by administering licensure laws 

that cover specified activities, such as lending, collecting debts, or servicing 
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student loans. Many of these licensure laws prohibit a person from receiving a 

license if the person has committed a crime related to dishonesty, fraud, or an 

activity that is substantially related to the qualifications or duties of the license.  

In addition to the offenses related to dishonesty, fraud, and financial 

malfeasance, the list of disqualifying offenses in the Escrow Law also includes 

offenses related to controlled substances. Drug convictions, therefore, can be 

cause for automatic denial of an application to be a licensed escrow agent. 

According to data provided by the author’s office, DFPI received 2,648 escrow 

employment applications in 2020-21 and denied 17 due to applicants’ prior 

criminal history. Of those 17 denials, seven applications were denied due to 

criminal histories related to controlled substances. 

3) Should a person with a drug-related conviction be denied the opportunity to 

work as an escrow agent? The list of disqualifying offenses in the Escrow Law 

appropriately includes crimes related to dishonesty, theft, fraud, and financial 

malfeasance. These crimes are directly or closely related to the potential harms 

that the Escrow Law is designed to prevent. Drug-related offenses, however, are 

not closely related to such harms, and it is difficult to see how the acts of 

possession or intent to distribute a controlled substance make an employee of an 

escrow agent more likely to violate the requirements and prohibitions of the 

Escrow Law. 

Additionally, enforcement of drug-related crimes varies substantially across 

racial and ethnic groups. According to the Hamilton Project, an arm of the 

Brookings Institution, Black and White Americans use and sell drugs at similar 

rates, yet Black Americans are 2.7 times more likely to be arrested for drug-

related offenses and 6.5 times more likely to be incarcerated.1 These disparities 

are driven by discrimination at multiple stages of the criminal legal system, 

including higher likelihoods of being stopped, searched, arrested, convicted, 

and harshly sentenced if you are a person of color.2  

Disparities in how drug laws are enforced indicate two conclusions related to 

this bill. First, it is highly likely that some people who have used or sold drugs 

are working as escrow agents because they have not been caught and convicted, 

and it is likely that White Californians are overrepresented in this group. 

Second, Black Californians are disproportionately barred from working as 

                                           
1 

https://www.hamiltonproject.org/charts/rates_of_drug_use_and_sales_by_race_rates_of_drug_related_crimi

nal_justice   
2 https://drugpolicy.org/issues/race-and-drug-war   

https://www.hamiltonproject.org/charts/rates_of_drug_use_and_sales_by_race_rates_of_drug_related_criminal_justice
https://www.hamiltonproject.org/charts/rates_of_drug_use_and_sales_by_race_rates_of_drug_related_criminal_justice
https://drugpolicy.org/issues/race-and-drug-war
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escrow agents because they are disproportionately criminalized for drug-related 

offenses. 

In summary, disqualifying a person from being an escrow agent because of a 

prior drug offense is (1) highly unlikely to change the risks to members of the 

public who use an escrow agent and (2) highly likely to perpetuate the 

discriminatory effects of the criminal legal system as it relates to drugs and 

race.  

FISCAL EFFECT: Appropriation: No Fiscal Com.: Yes Local: No 

SUPPORT: (Verified 4/25/22) 

None received 

OPPOSITION: (Verified 4/25/22) 

None received 

 

  

 

Prepared by: Michael Burdick / B. & F.I. /  

4/27/22 13:35:07 

****  END  **** 
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