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Fast Facts about
Unclaimed Property

 All States, the District of Columbia, Puerto
Rico, and the U.S. Virgin Islands have
Unclaimed Property Programs

* Three Canadian Provinces (Quebec, British
Columbia and Alberta) have an Unclaimed
Property Program.

NAUDPA
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Fast Facts about
Unclaimed Property

* The States’ Unclaimed Property Offices are
safeguarding 117 million accounts worth
$32.877 billion.
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Fast Facts about
Unclaimed Property

« $1.754 billion from 1.929 million accounts
was returned to the rightful owners.

« $4.686 billion was received from business
accounts where contact had been lost with
the owners.
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Topics of Discussion

* History of Unclaimed Property
* Purpose of the Unclaimed Property Act
» Basic Definitions

* Rules of Jurisdiction
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History of Unclaimed Property

« Based on English common law
* Property reverted (“escheated”) to the King
* First Model Unclaimed Property Act in 1954

« Latest Model Unclaimed Property Act--
1995 version

b - > _;:,;_h'
I ]1 & U I 1 k September 30, 2009 . 12




Escheat vs. Unclaimed Property

* |In contrast, the Unclaimed Property Act is
not a true escheat statute.

« Claims can be made into perpetuity in most
cases-even by heirs.

« Consumer Protection Act!
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Purpose of the Act

1. Protect the property rights of the owner.
2. Relieve holder from liability of property.

3. Provide economic benefit to “all” citizens
of the State, not individual holders.
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Benefits of the Act

* Maintains good customer relations
» Keeps records current

* Reunites property with owners

* |Increases SOX compliance

* Reduces audit risk
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Unclaimed Property Act

« Duties of the State:
— Notify Owner (Usually through Publication)
—Pay owner or heirs
—Keep records
— Safeqguard property until claimed
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Unclaimed Property Act

 Duties of the Holder
— Identify and protect property
— Notify owner (due diligence)
—Report & Remit property
— Retain Copies of Holder Reports
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Definitions

 Domicile
— State of incorporation

— State of principal place of business if not a
corporation
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Definitions

 Holder

- any legal or commercial entity obligated to
hold for the account of, or deliver or pay to,
the owner property that is subject to the

Unclaimed Property Act
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Definitions

 Apparent owner

—person whose name appears on the records
of a holder as the person entitled to the
property held, issued or owing by a holder
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Definitions

* Property is presumed abandoned If it Is
unclaimed by the apparent owner for the
time specified in the Act (dormancy period).

* Property is unclaimed if the apparent
owner has not indicated interest in the
property and it has been unclaimed for the
time specified in the Act. 7
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Definitions

* Property

— a fixed and certain interest in intangible
personal property that is held, issued, or
owed in the course of a holder’'s business.

— can also include tangible personal property
(safe deposit box)
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Definitions

* Derivative right

—The right of a state to take custody of an
obligation that is deemed to be abandoned
property pursuant to state statute.

o State “stands in the shoes” of the owner.
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Rules of Jurisdiction

* Primary Rule

— Property Is reportable to the State of
apparent owner’s last known address

« Secondary Rule

—If Address unknown, property is reportable

to the holder’s State of domicile
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Rules of Jurisdiction

* Property Is reportable to State of
corporate domicile if :
—Last known address of apparent owner
IS In a state that does not provide for
reporting of that property type
—Last known address of apparent owner
IS In a foreign country
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Rules of Jurisdiction

* Transaction rule

— State of transaction for travelers checks,
money orders and similar written
Instruments
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Rules of Jurisdiction

 Texas vs. New Jersey (1965)
—Primary & Secondary Rule
* Pennsylvania vs. New York (1972)

—Money orders, travelers checks and similar
written instruments

* Delaware vs. New York (1994)
—Upheld previous decisions. o=
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Definitions

 Tangible Property

—physical property normally turned over from
safe deposit boxes, police confiscations, or
left behind in hospitals and nursing homes
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Examples of Tangible Property

« Jewelry
 Silver/Gold

* Monies (cash, coins)
* Antiques

* Collectibles

* Musical Instruments
* Toys/Video Games

NAUPA
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Definitions

* Intangible Property

—monetary assets such as bank accounts,
refunds, uncashed checks, securities, and
credit balances
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Examples of Intangible Property

* Checking and
Savings Accounts

* Uncashed Checks
and Money Orders

* Wages/Payroll
Checks

 Travelers Checks
o Stocks & Dividends

Gift Certificates/
Cards

Credit Balances

Matured Life Policy
Funds/Insurance
Proceeds

Refunds/Rebates

Bail Bond Deposits
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What kind of property might a

holder have?
* Do you have employees? (payroll)

* Do you have retall customers? (credits,
overpayments)

* Are you a utility? (deposits, refunds)

* Do you deal with patients? (overpayments,
credits)

* Do you hold escrow accounts? @\
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Common Types of Property

« Payroll checks * Securities

« Accounts payable « Accounts
checks receivable credit

 Refund checks balances

* Insurance proceeds . Utility deposits

e Bank accounts

@\
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Corporations

« Payroll/Garnishments * Suspense

» A/P Checks Accounts
+ AR Credit Balances * Unidentified
* Refund Checks Remittances

 Health Benefit * Pension Plar.1
Distributions » Stock & Equity

@\
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Equity Property

* Mutual Funds

» Stocks

* Dividend Checks
 Shares

* Cash-in-lieu

NAUPA

Stock Splits/
Exchanges/
Spin-offs

Bonds

Interest Checks
Matured Principal
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Financial Institutions

* Checking/Savings
Accounts

» Certificates of
Deposit

» Unidentified
Deposits

« Safe Deposit Box
Contents

NAUPA

 Unclaimed Loan
Collateral

* Trust Area (Accounts)
Certified Checks

 Cashier's Checks
* Money Orders
 Traveler's Checks

N
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Property Not Reported
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Note .

* Check with each state to which you report
to determine what Is exempt

— Forfeited Reservation Deposits (Hotels,
Rentals, etc)

—Prepaid Calling Cards
— Gift Cards
—Business to Business Credit Balances

NAUPA ’




When does property
become unclaimed?

NAUPA 41




Property becomes unclaimed

when the owner:

* has not communicated, in writing or by
other means, with the holder regarding the
property or the account in which the
property is held for a specified period of
time and

* has not otherwise indicated an interest

In the property. .
NAUPA
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Has the property

been abandoned?

 To determine there has been no contact,
verify that the owner:

—has not increased or decreased the account
—has not written concerning the property
—has not indicated an interest in the property
—does not own other active accounts

O
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Actions That Do Not
Prevent Abandonment

 Automatic Drafts
* Posting of Interest

* Absence of Returned Mall (check SEC
regulations regarding DRP accounts)

« Service Charges
 Holder's Awareness of Owner

O
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Customer Contact?

* Telephone or verbal contact:

— Some states take the position that verifiable
verbal contact is acceptable to remove an
account from the report with acceptable
documentation. Others agree but still
require written evidence from the owner.
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Dormancy Periods
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Property Dormancy Period

« Determines when property becomes
unclaimed

« Dormancy periods will vary among states
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Dormancy Holding Periods

* Vary by property type and state receiving
the report

* The end of a dormancy period Is when
property Is reportable

* Most dormancy periods are 2, 3 or 5 years
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Dormancy Period Examples

*Refer to State Law for Specific Information*

Checking Certificat(?s Life Ins Casualty UtiIit)_/

Account of Deposit Matured Deposits
California 3 3 3 3 3
Florida ) ) 2 ) 1
Montana 5 5 3 3 1
Nebraska 5 5 5 ) 3
New York 5 5 3 3 2
North Carolina 5 10 3 ) 1
South Carolina 5 5 5 ) 1
Virginia 5 5 2 5 1
Washington 3 3 Iirﬁi‘fii;fgzre) 3 1

NAUPA




Dormancy Period Examples

*Refer to State Law for Specific Information*

Securities

Fiduciaries

Wages

State Courts/
Agencies

All Other
Property

California

w

w
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Montana

Nebraska

North Carolina

Pennsylvania

Tennessee

Virginia

Washington

West Virginia
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Associated Properties

« At the time that an interest (property) Is
presumed abandoned, any other property
right accrued or accruing to the owner as a
result of the interest, and not previously
presumed abandoned, Is also presumed
abandoned.

— Example: Dividend Checks .




Effective Due Diligence
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Due Diligence

* Due diligence Is the process of attempting
to locate apparent owners of dormant
property on a holder’'s books and records

* The process Is conducted by the company
holding the account — “Holder”
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Due Diligence

* Due diligence I1s mandated by state law

« “Reasonable” efforts must be made to
locate owners

* Requirements will vary among states
* Provide your business contact information

NAUPA y




Why practice due diligence?

1. Increase good will

2. Reestablish communication with
customer

3. Good customer service
Good business
5. It's the law

>
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Considerations

* TIming
» Value of Accounts
* Recovery of Associated Costs

NAUPA .




Before Abandonment Tips

1) Use Internal computer systems to track the
date of last contact with the account owner

2) Include escheatment information In
company newsletters

3) Make address change forms available
— be prompt updating your systems

O
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Customer Service and Goodwill

« Customers choose where to have their
accounts

« Keep your customers happy —
Keep your customers!!!

“There are no traffilc
mi | e”

- Roger Staubach O
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Social Security Administration
Search Tools

 Office of Disclosure policy will respond to a
request and forward a letter

—If a Social Security Number is available

—If more recent information is available

—Request must be in writing

—Applies to companies and government
agencies

—Fee is currently $25 per request @\
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Search Tools

* Finder companies — may charge up to 30-
35% per account

* Free online search directories — one person
at a time:

Whitepages.com Peoplesearch.net
Superpages.com Google.com
Missingperson.net Whowhere.com
Peopledata.com Switchboard.com o
NAUPA 60




Types of Due Diligence
Requirements

* Mailings
—First Class mailings to account owners
—Certifled mailings over certain dollar values

* Publication — newspapers
 Who performs due diligence

—State
—Holders .

NAUPA .




Tips to Increase Due

Diligence Responses

* Include a color coded return envelope for
simplified processing

* Ensure outgoing envelope does not look
like junk maill

* Print key words on the envelope
—“Time Sensitive”

—"Response Mandatory”
—“Unclaimed Funds/Money” @\
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Tips to Increase

Due Diligence Responses

« Keep due date time short to encourage

quick response

—Administrators may have a certain number of
days required to be given for a response

* Glve response option: fax, mall, telephone,
emaill

* Use understandable words (not “escheat”)

NAUPA N .




Securities and Exchange
Commission

 Rule 17Ad-17 and Rule 17a-24
« SEC due diligence regulations for transfer
agents

* Includes escheatment to proper state after
due diligence

NAUPA N .




First Class I\/Iailings.

« Account owners expected to appear on a
report of Abandoned Property

 Contact owner at last known address

« Usually a set amount of time before the
reporting deadline i.e.: 60 or 90 days.
* “At least” or “not more than”

NAUPA .




First Class Mailings

« Exceptions: Owner address not known
— Proof that address is not current (returned)

«  Special procedures: CA

NAUPA ,




Customer Contact

* Remove account owner from list of dormant
accounts If contact i1s confirmed via:

—"Response Requested” letters

— Return receipt signed by the owner of the
property

—Claim has been Initiated since first class
mailing

N
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Content of Letters .

Notify owner of existence of property
Notify owner of pending transfer to the state
Include the transfer date

Include actions required by payee to avoid
transfer — signature, turnaround time

|dentification of property
Name and address of owner

*Company may revise sample letter or create own letter*

NAUPA .




Certified Mailings .

* Only certain accounts under state laws
 All Dividend Reinvestment Accounts

« Second notice after first class mailing,
request return receipt

* A certain amount of time before the
reporting deadline
-Closer to the deadline than the 1st class mailing

NAUPA
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Certified Mailings

Exceptions:
* First class mailing returned to sender

« Account owner responds to first
class mailing

NAUPA .




Non-completion of Due Diligence

* |If a company falls to complete due
diligence, the holder is still responsible for
reporting unclaimed funds

NAUPA s




Costs

« Some states allow due diligence costs to be
deducted against the value of the account.

* May not take a bulk deduction against final
remittance — need to know value of the
account upon owner claim.

NAUPA .




What are publication

requirements?

* Notice or names listed In a newspaper
advertisement before reporting to the state

* Notify owners that property is to be turned
over to the state on a certain date and

actions to take to prevent this
* Very few states require publication
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Preparing Your Report
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Where To Report
(Rules of Jurisdiction)

o State of owner’s last known address, if
known

« State of holder’s incorporation or domicile if
address not known

« State of transaction for certain property
types

NAUP A September 30, 2009




When to Report

* Majority of states have a due date before
November 1

* Other states have a spring due date
—May 1st — Life Insurance Companies

* Refer to states unclaimed property laws for
due dates
—Penalties assessed for late reporting
—California exception

NAUp A September 30, 2009 "




California Exception

Holder Notice Report

* Due before November 1st
—Interest assessed for late reporting

« Submit accurate report without remittance

—Any property received at this time will be
returned to the holder
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California Exception

Holder Remit Report

« Due between June 1st and 15 of the following year
— Interest assessed for late reporting

« Submit with delivery of property not claimed
(except safekeeping)

* Properties reported & remitted must match
those listed on the Notice Report




How to Report

Paper Report
« State specific forms
* Property limits — State requirements

Electronic Reporting Software
 FREE at www.wagers.net

* Fee based software vendors
 NAUPA format required

Electronic Filing
« Submitted through a secured state website
« Uploaded automatically to state’s database
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Common Reporting Errors

* Reporting Property Too Early

* Learn and Keep Updated on:
— Due Dates
— Report Cycles
— Dormancy Period

* |Incorrect File Format

— Paper Report - Property Limits
— Not In NAUPA Format
NAUPA September 30, 2009
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Common Reporting Errors

* Invalid Property Type Codes

 |nvalid Date of Last Transaction

* |nvalid Joint Owners/Relationship Codes

» Lack of Social Security Number

* Owner Date of Birth Not Provided

* Not Following State Specific Requirements

NAUp A September 30, 2009




Common Remittance Errors

* A check for each property on the report
» Check made payable to the owner

* Remittance not with the report
« Exception for California Notice Report

* Proof of securities remittance not included
with report

NAUP A September 30, 2009




Advantages of

Electronic Reporting
* Creates an encrypted file
« Accounts avallable to owners sooner
* Eliminates keying errors
« Data can be imported from Excel
* Produces due diligence letters & reports
« Accepted by all states

NAUp A September 30, 2009




How to Report Electronically and

File Electronically

« Use data entry software provided free to
holders by most states

« Customize your own Iin-house programs
* Use service providers that are unclaimed
property specialists

* File report electronically through state
websites — when available
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Data Integrity

* Provide complete and accurate information
 List ALL known owner information

* Review reports thoroughly prior to
submission
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Data Integrity Issues

* Incomplete Owner Names

— Conversion from Internal Applications to Reporting
Software

* Business Name Incorrect Format
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Data Integrity Issues

* |naccurate Last Address
— Ex. “DO NOT MAIL”, “P.0O. Box 9999”

« Social Security Number Duplicated on
Report for Different Owners

NAUP A September 30, 2009




Online Help and Information

« NAUPA Standard can be downloaded from:

— http://lwww.wagers.net/NaupaSpec/NaupaRevisedStandard.pdf

* Country Codes:
— http://unstats.un.org/unsd/methods/m49/m49alpha.htm

* NAICS Codes:

— http://www.census.gov/epcd/www/naics.html

e |ndividual State websites:
— http://lwww.unclaimed.org/
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Definitions

* Reciprocity
—process whereby states who routinely
accept property belonging to other states

annually forward that property to the
appropriate states.
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Reciprocity

» History of “Reciprocal” or “Exchange”
Agreements between States

* NAUPA/UPPO Joint Standardization
Committee

* Intent and Purpose

NAUP A September 30, 2009 o1




Reciprocity

* Most states accept Incidental property:

—10 owners or less
—Under $1,000.00

* National Reciprocity Matrix

 California does not allow reciprocity
reporting to another state due to owner
notice requirements per California Law
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Reciprocity Considerations

* Property must be remitted and reported per
the laws of the Entitled State, not the
Recelving State

* Recelving State cannot indemnify the
holder for property not belonging to that
State
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RECIPROCITY IS NOT
INTENDED FOR:

« Reporting most, if not all, property to a state solely
on the basis of that state’s willingness to accept
property for a lot of other states.

« Reporting past due property to a state other than the
Entitled state to avoid penalties and interest.

« Reporting to a state other than the Entitled state
because you like its laws better.
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Actions Holder Can Take

« Develop an unclaimed property program
* Prepare an unclaimed property manual
« Establish written procedures

« Conduct internal training

* |dentify personnel responsible for preparation
of reports

« Develop strong internal control
 Utilize internal audit function

NAUP A September 30, 2009 9




Actions Holder Can Take

 Monitor stale dated checks

« Balance general ledger liability to unclaimed property
database

* Procure technical assistance
« Monitor changes in unclaimed property laws

* |dentify unclaimed company assets held by third
parties

« Utilize computer systems that track the date of last
contact with the account owner
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Actions Holder Can Take

 Include escheatment information in company
newsletters

« Make address change forms available — be prompt
updating your systems

« Perform due diligence

« Retain supporting documentation
« Communicate with owners

« Coordinate external audits

NAUP A September 30, 2009 9
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Contact the state
program If you have
guestions.
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Resources
NAUPA UPPO

« State Contacts « Networking
* Compliance Tools » Due Diligence and
 QRP State Unclaimed Reporting Resources

Property Monitoring » Legislative Updates

Service « Members as Mentors
« Referral Program

www.unclaimed.org WWW.Uppo.org

U Click on Compliance Resources
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Resources
National Association of State Treasurers

« National Resolutions

* Current Events (News, Conferences, Etc.)
» Coples of Past NAUPA Presentations

« Corporate Affiliates

www.nast.org
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Resources
NAUPA / NAST Corporate Affiliates

« Abandoned Property Experts,
LLC

« ACS Government Solutions

« ACS Wagers

 Audit Services U.S., LLC

« Equisearch, Inc.

* Financial Services Innovations,

Inc. (FSI)
* 1Sold it on eBay
 Keane

« Kelmar Associates, LLC

NAUPA

Kirby Mclnerney LLP

Lynden Lyman, Unclaimed
Property Advisor

PriceWaterhouseCoopers, LLP

Revenue Discovery Systems
(RDS)

Securities Industry and
Financial Markets Association
(SIFMA)

Specialty Audit Services LLC
Venio LLC
Verus Financial, LLC

www.nast.org
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A recording of this webinar
will be avallable on
www.unclaimed.org
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Give us your feedback
to Improve future

training sessions.
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Disclaimer

Information contained in this Webinar is for informational and reference purposes
only. This information may not be copied or reproduced in any capacity without the
express written consent of the National Association of Unclaimed Property
Administrators®. Liability arising from the reliance on any information contained in
the material presented, which may prove to be inaccurate or incomplete, is
specifically disclaimed. Contact each state unclaimed property agency for
verification should a question or concern arise.

Links to entities other that NAUPA are being provided as a convenience and for
informational purposes only; they do not constitute an endorsement or an approval
by the National Association of Unclaimed Property Administrators® of any of the
products, services or opinions of the corporation or organization or individual. The
National Association of Unclaimed Property Administrators bears no responsibility
for the accuracy, legality or content of the external site or for that of subsequent
links. Contact the external site for answers to questions regarding its content.
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