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Court Declares Bank May Not Assess Fees on “Coogan Trust 
Accounts” Without Court Approval 

 
 California Appeals Court held that a bank 

may not debit fees on a Coogan Trust 

Account without first obtaining court approval. 

These accounts were created by the state and 

named after the actor Jackie Coogan. In the 1920s 

when Coogan earned substantial sums as a child 

actor, he was surprised to find out when he 

reached adulthood that his mother and stepfather 

had spent all that he had earned. The antecedent 

to the “Coogan Act,” codified currently at Family 

Code Section 6750, was enacted by the California 

Legislature in 1938 in order to help ensure that a 

portion of certain minors’ earnings is preserved 

when they become adults.  

 

The current law requires an employer of a minor 

who has agreed to render artistic or creative 

services to set aside 15 percent of the minor’s 

earnings in trust in an account established for the 

benefit of the minor. At least one of the minor’s 

parents or legal guardians creating the trust must 

be appointed as trustee unless otherwise approved 

by a court. The parent or guardian is also 

required, using the child’s earnings, to pay the 

minor’s debts.  
 

Family Code Section 6750(b), which is the 

subject of the dispute in this case, states:  

 

No withdrawal by the beneficiary or any 

other individual, individuals, entity, or 

entities may be made of funds on deposit 

in trust without written order of the 

superior court.  

   

In Phillips v. Bank of America Plaintiffs are 

trustees of a Coogan Trust Account who filed a 

class action lawsuit against Bank of America for 

making “withdrawals” from the account (and 

those of other class members) for monthly service 

fees without first obtaining court approval. Based 

on these withdrawals, Plaintiffs alleged that the 

bank was liable for breach of contract, breach of 

the covenant of good faith and fair dealing, 

conversion, and unlawful and unfair business 

practices under Business & Professions Code 

Section 17200 et seq. The trial court dismissed 

the actions (it sustained the bank’s demurrer to 

the complaint), finding that “withdrawal” as used 

in the statute did not include debiting an account 

by a financial institution for service charges. 

Plaintiffs appealed, and the Court of Appeal 

reversed.  

  

The Court of Appeal noted that a bank’s debiting 

of an account to collect its own fees necessarily 

means to withdraw money from the account and 

transfer it to the bank. It pointed to Section 

6752(f)(2) of the Coogan Act specifically 

allowing The Actor’s Fund of America (“AFA”) 

to deduct reasonable management, administrative, 

and investment expenses from the beneficiary’s 

account if the AFA becomes the trustee by reason 

of a parent, guardian, or trustee’s failure to 

furnish evidence of establishing a Coogan Trust 

Account. Thus, the Court reasoned, when a 

withdrawal for charges from a minor’s trust 

account is permissible, the legislature specifically 

provided for it, and it did not do so with respect 

to banks.  
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The Court rejected the bank’s argument that, if 

the statute is interpreted to disallow the 

imposition of fees without approval, the statute is 

preempted by the National Bank Act and its 

implementing regulations. According to the Court 

a state law is not preempted if it does not directly 

or indirectly discriminate against a national bank, 

and the Coogan Act applies to all banks. Also, it 

noted that the Dodd-Frank Act provides that a 

preemption determination may be made by a 

court or by regulation or order of the OCC on a 

case-by-case basis, and there has been no 

determination of preemption of the Coogan Act.  
 

The Court acknowledged that 12 CFR Section 

7.4002 grants national banks authority to charge 

their customers non-interest charges and fees. But 

it argued dubiously that the regulation “does not 

purport to preempt any state restriction on the 

method of obtaining bank fees for accounts such 

as Coogan Trust Accounts,” only that a national 

bank may charge such fees. Thus, account service 

fees do not have to be taken from a trust account, 

but rather charged for example to a related 

deposit account or to the parent or guardian and 

paid from non-trust fund assets.  

 

While this case addresses account maintenance 

fees, the ruling conceptually applies to other 

types of bank fees. This decision is deemed to be 

an interpretation of existing law and not a new 

requirement. Therefore any financial institution 

that holds Coogan accounts may be liable if it has 

charged fees and is challenged.  

                    Leland Chan 
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