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1/29/68
Second Supplement to Memorandum 68-14

Subject: S.udy 26 - Eschsat

Attached as Exhibit I is a letter from the Office of the

Attorney Qeneral concerning the recommended legislation relating

to unclaimed property. The Attorney General has two suggestions.

Bectlon 1516

sion

The Attorney General suggests in substance that a new subdivi-
be sdded to Section 1516 to read:

(da) Subject to Section 1510, any intangible interest in a
business association, as evidenced by the stock records or membar-
ship records of the association, escheats to this state if:

(1) The interest in the association is owned by a person
who for more than 15 years has not corresponded in writing .
with the associstion or otherwise indicated an interest as
evidenced by 2 mwemcrandum or other record on file with the
association;

(2) ™e association has not during such 15-year period
declared any dividend nor incurred any obligation to pay any
other sum deseribed in subdivision (2) to the owner of such
interest; and

(3) The association does not know the location of the owner

at the end of such 15-year period.



Section 1518

The Attorney General suggests in substance that Secticn 1518 be

revised to read:

1518. (a) Tangible personal property located in this state
and, subject to Section 1510, intangible perscnal property, and
the incame or increment on such tangible or intangibvle property,
held in a fiduciary capacity for the benefit of another peraon
eacheats to this state if the owner has pot, within seven years
after it becomes payable or distributable, increased or decreased
the principal, accepted payment of principal or income, corres-
ponded in writing concerning the property, or otherwise indicated
an interest as evidenced by a memorandum or other record on file
with the fiduciary.

(b) Por the purpose of this section, when a person holds
property as an agent for a business association, he is deemed to
bold such property in a fiduciary capacity for the business asso-
clation alone, unless the agreement between him and the business
association clearly provides the contrary. For the purposes of
this chapter, if a person holds property in a fiduciary capacity
for a business association alane, he ia the holder of the property
only insofar as the interest of the business association is con-
cerned and the association is deemed to be the holder of the
property insofar as the interest of any other person in the prop-
erty is concerned.

In connection with this suggestion, see Section 1520.

Respectfully submitted,

John H. DeMoully
Executive Szcretary
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THOMAS C. LYNCH
ATTOANEY GENERAL

STATE OF CALIFORNIA

OFFICE OF THE ATTORNEY GENERAL

Begrartment of Juatice

ROCM BOO, WELLS FARGO BANK BUILDING
FIFTH STREET AND CAPITOL MALL, SACRAMENTO pES14

January 24, 1968

California law Revision Commission
School of Law
Stanford, California

Attention: Mr. John H. DeMoully,
Executive Secretary.

‘Gent lemen:

We have two further thoughts on the proposed
escheat bill, these are: _

1. The addition to subdivision (b) of section
1516 of the following sentence:

"In the event the association has not
declared any dividend nor incurred any ob-
ligation to pay any other sum escheated under
subdivision (ag for a period of 15 years, this
subdivision (b) shall apply if the owner of
such intangible interest has not corresponded
in writing with the business association con-
concerning such interest for a period of 15
years."

The desirability of such a provision has been
lately brought to our attention by a proposed reorganization
of a corporation which, though never having declared a
dividend, has a substantial surplus and in the course of
reorganization proposes to issue two classes of stock., The
first class of stock will go to shareholders whose where-
abouts are known and will receive cash dividends, the other

. e¢lass to shareholders whose addresses are unknown., The

latter stock will not be paid cash dividends but will
receive credits in an unfunded reserve account. A§ this
class will not be paid cash dividends the stock will never
be subject to escheat under existing law, - '



California law Revision Commission ‘ -2=-

Our second proposal is that the words "tangible
' be inserted immediately preceding the word "intangible"
in both subdivisions (a) and (b) of section 1518,

Very truly yours

THOMAS C. LYNCH
Attorney General

A

Deputnggforney General
WJIP:YT

CC: John E. Barsell, Jr.
Deputy Attorney General
San Francisce

CC: Jay L. Shavelson
Assistant Attorney General
Los Angeles

CC: Miles Rubin
Senior Attorney General
Los Angeles

CC: Edwin G. Neuharth
Unclaimed Property Officer
1227 O Street, Sacramento



