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As the digital economy and remote workforce accelerate, many companies now have more clients, 
suppliers, and employees located in multiple states. In the course of business operations, 
companies of all sizes hold property, which needs to be managed and can go unclaimed. 

Regulations for unclaimed property can be complex and vary by jurisdiction. MUFG Union Bank, 
N.A. is pleased to sponsor our fourteenth AFP Payments Guide titled Unclaimed Property. This 
guide outlines key risks associated with unclaimed property and the role that electronic payments 
can have in maintaining compliance and managing potential risks. 

Generally, companies hold property and it is transferred to the owner through regular business 
processes such as employee payroll and expenses as well as client and supplier payments. 
However, there are times when an organization is unable to return property to its rightful owner — 
resulting in an incomplete transaction. The earlier an incomplete transaction is identified, the easier 
it can be resolved. 

Outlined in this guide, CFOs and Corporate Treasurers will find information, case studies, and best 
practices to standardize processes and navigate an increase in unclaimed property resulting from 
current trends in e-commerce and the workforce. We intend to share this guide with our corporate 
and commercial clients. 

MUFG is a long-standing supporter of the AFP in providing ongoing education and resources for 
treasury professionals to assist them with decision-making and operations. In addition, we are 
proud to sponsor the AFP Pinnacle Awards that recognize innovation in treasury and finance. 

Best regards, 

Ranjana B. Clark  
Head of Global Transaction Banking and Transaction Banking Americas, and Bay Area President 
MUFG Union Bank, N.A. 

©2021 Mitsubishi UFJ Financial Group, Inc. All rights reserved. The MUFG logo and name is a service mark of  
Mitsubishi UFJ Financial Group, Inc., and is used by MUFG Union Bank, N.A., with permission; Union Bank is a 
registered trademark and brand name of MUFG Union Bank, N.A., Member FDIC. 
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INTRODUCTION1
Compliance with unclaimed property legislation and regulation can be 
time-consuming and costly — but non-compliance may be even worse. 
State authorities are becoming more active in chasing non-compliance, 
and the growth of the internet economy has placed a greater onus on 
more companies to comply. Notably, the shift to electronic sales means 
many smaller companies have customers and suppliers in multiple states, 
and the growth of the remote workforce means companies may have 
employees residing in different states, too. 
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2 UNCLAIMED PROPERTY DEFINED

Companies almost always hold a range of property that technically 
belongs to someone else, from shareholders and customers, to 
suppliers and tax authorities. In most cases, possession of that 
property is transferred to the owner in the normal course of business: 
shareholders receive dividends, customers receive their goods, and 
suppliers and tax authorities receive payment. 

Sometimes, companies are unable to restore a portion of this property 
to its rightful owner. After a pre-determined period of time (the 
dormancy period), any such property is defined as unclaimed and has 
to be escheated, or turned over, to a state government. The dormancy 
period varies by state and by property type; commonly it is one year 
for a payroll check, and three or five years for a vendor payment.
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Most companies have at least some abandoned 
property, due largely to relatively common events, 
including people moving without leaving a 
forwarding address or a change in bank accounts. 
Some organizations, because of their activities, may 
hold physical property, such as the contents of a 
safe deposit box. However, the more common types 
of unclaimed property are intangible, and include:

• Payroll and expense payments. A company 
may have uncashed employee checks for 
a range of reasons. An employer can lose 
contact with a previous employee when the 
employee changes address, or the recipient 
may lose or forget about a check. 

• Supplier payments. Any dispute over supplier 
payments can increase the risk of an unpaid 
check becoming abandoned property, 
especially if it is resolved via the cancellation of 
a check and the use of an ACH replacement.

• Customer payments. Customer deposits, or 
down payments, can easily result in abandoned 
property, especially if a customer decides not 
to complete a purchase, for whatever reason. 

• Gift cards/certificates and customer rebates. 
Any sales program that includes incentives 
such as rebates or the issue of gift cards/
certificates can easily result in abandoned 
property. For example, if a customer is not 
aware of the full value of the rebate or gift 
card, or it is difficult to redeem, the full value 
of the rebate or gift card may not be claimed. 
Moreover, if the incentive program is run 
by a third party, it may be more difficult for 
the company to have full visibility of any 
outstanding amounts.

• Dividend payments and shareholder 
certificates. Shareholders may move home or 
pass away, making it difficult to keep track of the 
ultimate owner of particular stock. The process 
of maintaining a relationship with applicable 
beneficiaries can be difficult or impossible, 
without the proper documentation in place.

Given the range of potential sources of unclaimed 
property it is likely that most organizations will 
have at least some abandoned property under 
their control, and will therefore need a process to 
manage it. 

While each state in the U.S. has its own specific 
regulations, the general approach is standard 
across all. Companies are required to adhere to 
the following key steps to achieve compliance with 
unclaimed property law:

• Identify any abandoned property. Review 
all types of property the organization has on 
record and review agreements with any third- 
party administrators (payroll, gift card, rebate, 
transfer agent, etc.). Keeping track of unclaimed 
property can be made more difficult as a result 
of certain accounting decisions, such as writing 
off customer credits due to lack of activity, or 
writing off issued but unpresented checks after 
a period of time. (This practice is viewed by 
unclaimed property auditors as “private escheat,” 
as the funds are not owned by the company.)

• Review each state’s requirements.  
Understand the dormancy period and due 
diligence requirements for all identified property.

• Perform due diligence. Try to make contact 
with the owner of the abandoned property, 
documenting all communications sent. Reissue 
payment to property owners who respond. 

• Report and remit the funds to the appropriate 
jurisdiction annually, by the prescribed date 
and deadline. The relevant state authority 
is either the state of the owner’s last known 
address or the state in which the company is 
incorporated. Some states require a negative, 
or zero-dollar, report to be filed, if a positive 
report has been filed in the past.

   Although larger, countrywide companies are 
likely to have more unclaimed property to 
report, smaller companies are also potentially 
at risk and need to comply, not least because 
the costs of non-compliance can be serious.
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One of the common concerns with unclaimed 
property regulations is the supposed cost of 
compliance. In effect, companies have to spend 
resources to identify any unclaimed property, which 
is either returned to its rightful owner, if possible, or 
transferred to the state government, if the owner 
cannot be found. In other words, not only does a 
company lose control of any unclaimed property, it 
also has to divert resources to try to track down a 
potential owner before it does so.

Given these costs, it may be tempting to ignore the 
full requirements of unclaimed property legislation 
and regulation. That would be a major error, as the 
potential costs of non-compliance can be significant.

a.  Financial Penalties 
Many state governments show unclaimed property 
as a line item on their budgets and will assess 
penalties and interest on companies that fail to 
meet their legal obligations. These assessments 
can be as much as $5,000 for a late report and, 
in addition to the applicable penalty, interest can 
be applied at rates of 12% to 18%. At these levels, 
the direct financial costs of non-compliance can 
completely dwarf the cost of remitting payment on 
a small number of unpaid, low-value checks.

b.  Audit Costs 
More problematic still, any companies suspected 
of non-compliance can be subject to an audit. 
Notably, a number of states are prepared to 
appoint specialty third-party auditors to act 
on their behalf, with the third-party auditor 
incentivized through a contingent fee structure. 

3

“

THE COSTS OF NON-COMPLIANCE

Dealing with unclaimed property is 
fairly time-consuming and costly to 
maintain. There is not much benefit; 
it is just one of those costs that are 
part of doing business.
Treasury Operations Manager,  
Captive Finance Organization
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Any company subject to an audit will face 
additional costs, ranging from external consultancy 
and legal support to internal management time, 
to meet the auditor’s requests, with the risk of 
additional financial penalties to be imposed on 
top. Specifically, auditors will generally require 
companies to respond to detailed information 
requests. Each one will place significant resource 
pressure on the departments required to respond: 
finance, tax, legal, accounting and IT. Clearly, 
responses will be easier if the company has 
accurate records. However, audits may cover 
areas of potential unclaimed property that may 
have slipped under the company’s radar, such as 
outsourced activity. Most worrying of all, a single 
state audit may extend to become a multi-state 
audit, magnifying the potential penalties. 

c.   Other Risks 
Until recently, it was generally larger, more 
complex organizations that were considered to 
be at greater risk of unclaimed property non-
compliance. Smaller organizations tended to be 
staffed by local employees, with a local customer 
base, meaning any compliance reports would only 
have to be sent to one or two state governments. 
However, with the ability to trade electronically and 
the growth of remote working, accelerated by the 
coronavirus pandemic, even smaller organizations 
could have customers and employees nationwide, 
potentially requiring compliance reports to be filed 
nationwide also. 

For these reasons, companies will want to try to 
avoid being subject to an audit. Failure to report, 
and non-compliance generally, make an audit, and 
all the additional costs that entails, more likely. This 
can be a risk for a generally compliant company 
if it acquires an organization that does not have a 
good track record. 

In other words, while the time and energy spent 
actively managing potential unclaimed property 
and filing annual compliance reports may seem 
high, the potential costs of non-compliance could 
be higher still.

“
Some of the biggest challenges 
that organizations are facing 
related to managing their 
unclaimed property are 
keeping up with ever-changing 
legislation, lack of uniformity 
across reporting jurisdictions, 
uncovering property from an 
acquisition that wasn’t properly 
reported, and ensuring that 
all property types have been 
identified and reported on time 
to avoid penalty and interest 
assessments.” 
Heather Steffans, Partner Strategic Solutions,  
MarketSphere Unclaimed Property Specialists
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To minimize the risks of financial penalties and 
the costs of being audited, all companies should 
consider adopting a consistent unclaimed property 
process. Broadly speaking, any process aimed at 
managing unclaimed property should be focused 
on record keeping, potentially going back 15 
years or more due to the reach of some state 
regulations, with a view toward trying to minimize 
the amount of unclaimed property a company 
will find. Then, on the basis that, even with the 
best record-keeping process in place, some 
unclaimed property is still likely to be found, the 
process should demonstrate compliance with the 
applicable legislation and regulations. 

a.   Focus on Record Keeping 
Property is only defined as unclaimed when a 
company does not have the means to restore it 
to its rightful owner. Consequently, any attempt 
to minimize the potential costs associated with 
unclaimed property should focus on developing 
a consistent approach to record keeping across 
all departments within the company. There are a 
number of steps a company can take to achieve this.

i.  Build a strong record-keeping culture 
The best protection is to have good, reliable 
and current records of all potential owners of 
unclaimed property, whether that is employees, 
suppliers, customers or shareholders. The 
company should capture as much information 
as possible at first contact, keeping in mind 
that any data collected must also comply 
with relevant data protection legislation and 
regulations.

   Ideally, the company will develop a consistent 
approach to data capture that can be 
replicated as much as possible across all 
departments. Staff members should be 
trained to implement this approach. Where 
data is captured on internet forms, required 
data should, wherever possible, include more 
than one method of contacting people. Email 
addresses and cell phone numbers are best 
as they are less likely to change when people 
move. Contact center scripts should include 
data capture, along with additional information 
to help call center employees explain why the 
data is necessary. 

4
UNCLAIMED PROPERTY COMPLIANCE
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ii.    Maintenance is important  
Record keeping should not cease after 
the first point of contact. Be sure to make 
amending records a key process. This might 
include establishing a process to confirm 
contact information whenever a stakeholder 
is in contact, or as part of a regular cycle of 
contact with them. If a communication (mail 
or email) is returned, this should trigger a 
process to check other means of contact. The 
process for maintaining records needs to be 
sympathetic to the company’s wider approach 
to marketing, while also complying with data 
protection regulations. 

iii.  Standardize processes 
One of the biggest challenges in any 
organization is to understand how cash flows 
through individual businesses. Ideally, the 
company will adopt a clear and consistent set 
of procedures, especially on disbursements, 
creating a clear audit trail covering each 
transaction. The procedures need to cover the 
planned actions, as well as how any deviation 
from that process, such as a returned ACH 
payment or a technology failure, is managed 
and recorded. 

iv.  Reconcile activity 
Unclaimed property emerges from incomplete 
transactions or unfinished business. The earlier 
such incomplete transactions are identified, 
the easier they will be to resolve. 

     The first step is to have a consistent approach 
to reconciliation, so that any outstanding 
items can be identified, and follow-up action 
taken. For disbursements, this will likely mean 
having a policy to follow up on uncleared 
checks and returned ACH payments, whether 
the recipient is a supplier or a shareholder. If a 
customer’s down payment on a product does 
not translate into a timely sale, when sales 
follows up, the company may need to return 
the deposit. 

 Where activity is outsourced to third parties, 
the company will likely need to see the detail 
of the outsourced program, such as a gift card 

program. After any outstanding items have 
been identified, such as a returned ACH, and 
action taken (e.g., reissue), the subsequent 
action should be linked to the original 
transaction to provide a clear audit trail.  

v.   Manage relationships with counterparties 
The counterparties in any transactions — 
usually banks — also hold records, and are 
therefore a source of information if the 
company’s records are lost or otherwise 
incomplete. That said, wherever possible, 
the company should try to ensure it holds all 
information on all relevant bank accounts, as 
banks may not be required to hold information 
for as long as a company requires to meet 
unclaimed property regulations. In particular, 
if the company closes a bank account, 
document any actions on any checks that 
remain unpresented. 

    Adopting a standardized approach to 
record keeping helps to minimize the risk 
of incomplete transactions turning into 
unclaimed property. There are wider benefits 
to the business, too, as departments and 
management will have a clearer view of 
activity and stronger relationships with their 
stakeholders.

“ We have tried to reduce the 
number of checks we send out 
by increasing payroll direct 
deposit and moving to ACH 
payments for accounts payable. 
Our success rate for payment 
reconciliation is now much 
higher.” 
Penelope Bodner, Treasury Operations Manager,  
The Research Foundation for SUNY
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b.  Achieve Compliance 
That said, companies will still have some 
unclaimed property, so it is important to develop 
a subsequent set of processes that demonstrates 
compliance with unclaimed property regulations 
and legislation in all relevant jurisdictions. The 
applicable rules are ever-changing and vary 
between states, so the process has to reflect 
those differences. Keep in mind, too, that legal 
precedents also play a part in what is considered 
compliance. This can result in changing 
interpretations of the regulations, meaning 
companies have to alter their approaches to 
reflect them.

i.  Identify unclaimed property 
The first step is to nominate someone 
as responsible for achieving compliance. 
Ideally, the record keeping and reconciliation 
processes outlined above will flag any potential 
unclaimed property. Anything that cannot 
be resolved needs to be flagged for further 
attention, and recorded as such. 

   Keep in mind that some potential unclaimed 
property may not be held by the company, but 
by an outsourcing partner. Examples include 
the use of transfer agents to manage dividend 
payments, payroll management companies 
to manage company payroll and expense 
disbursements, and specialty companies to 
manage customer incentives, such as gift cards 
and rebates. 

 If the company completes a merger or 
acquisition, take immediate steps to identify 
any unclaimed property in the newly acquired 
entities. 

ii.   Try to contact the owner 
Have a process for contacting people 
identified as the owner of abandoned 
property. Part of the process is to try to 
identify the owner of the property; restoring 
property to its rightful owner is the primary 
purpose of unclaimed property regulations. 
Companies need to be able to demonstrate, 
via a clear audit trail, that they have made a 
reasonable effort to identify lost owners. 

iii.  File a report to the relevant state government 
For each piece of unclaimed property, the 
company determines where to report. There 
are two possibilities:

 1.  If the company has the property owner’s 
“last known” contact address, it has to 
report to the state authority for that 
address, even if the company knows that 
address is no longer correct.   

 2.  When the company has no last known 
address, it has to report unclaimed 
property to the state government of its 
incorporation. 

 There are generally three reporting cycles: 
fall, spring and summer. Each state has its 

WHO MANAGES UNCLAIMED PROPERTY?
A finance captive organization is in the process of moving 
responsibility for managing unclaimed property from tax to 
accounts payable. One effect will be to place greater onus on the 
organization to reconcile payments, thereby reducing the level of 
outstanding items and, consequently, the amount of unclaimed 
property. The organization already uses a number of tools to aid 
reconciliation. “Whenever we issue checks to customers, we use 
positive pay. We have a single source of truth that gives us the 
status of every check at any time.” Treasury Operations Manager, 
Captive Finance Organization
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own reporting due date based on the type of 
industry represented, so you may even have 
two reports due at two different times of the 
year if you represent a diverse organization. 
Conglomerate organizations may have to file 
separate reports at different times of the year 
in the same state.

 Unclaimed property requirements are complex 
and can impose a heavy burden on internal 
staff. Specialty software can help manage the 
process, from identifying abandoned property 
through to report preparation and filing. 
Companies can also outsource some or all of 
the process to third-party consultants.

c.   Be Prepared for Further Action 
While these actions may not eliminate all 
unclaimed property or prevent any audits taking 
place, they will help to minimize the disruption of 

any state-initiated action. Being able to respond 
quickly and accurately to any reasonable audit 
query will help to minimize the risks of financial 
penalties being imposed.

d.  See the Bigger Picture 
Many of the actions required to achieve compliance 
are good practice anyway. For example, companies 
should have a process for checking that payments 
are sent to the people who are expecting them, 
and a payment reconciliation process that flags 
when something goes wrong. 

Unclaimed property compliance may seem like 
an unnecessary regulatory burden, and it may 
result in some additional cost, but good processes 
to manage the risks of unclaimed property are 
also good processes to manage customer and 
shareholder relations and to protect against fraud.

“
My recommendations would be to try to change your payment 
method from checks to electronic (ACH) payments. This way, it 
will reduce the exposure of potential unclaimed check payments. 
Then, if you don’t have the headcount and, more important, the 
time and skills [to manage the unclaimed property process], either 
outsource the complete process or purchase software solutions that 
can manage the reporting requirements and build the data library for 
analysis and audit trail purposes. Getting a fine was an indication 
that our process wasn’t working. We decided to outsource part of our 
unclaimed property management process, as we couldn’t be sure we 
would capture every regulatory change in every state.”  
Treasury Manager, Retail
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SOFTWARE CAN SIMPLIFY THE PROCESS
For the last 10 years, The Research Foundation for the State 
University of New York (SUNY) has used dedicated software to 
manage its unclaimed property process. The software imports 
information on negotiated payments (primarily checks) from 
the organization’s business system and determines, against each 
state’s requirements, which ones need further action. For each 
identified item, the software generates and records any due 
diligence communications. Responses can be addressed in the 
solution, before the software creates compliant reports for each 
state that needs one, and calculates the amount of any payments 
due. The software is subject to a validation check to match 
information held in the business system with the output from the 
software, which is itself another check on the accuracy of the 
reports filed with the states.

The organization can quantify the operational benefits. 
“Automating this process saves us about two weeks’ staff time 
every year,” said Penelope Bodner, Treasury Operations Manager, 
The Research Foundation for SUNY.
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TAKEAWAYS: HOW TO COMPLY

U.S.-based organizations have to comply with unclaimed 
property requirements. Failure to do so can result in an 
organization facing penalties and having to meet the 
costs of responding to a potentially aggressive audit. As 
with any legislative or regulatory requirements, companies 
are best placed to comply if they have a coherent policy 
and set of procedures to help them to do so.

5
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Prioritize record keeping and reconciliation. Auditable trails are important 
internally, to allow organizations to improve, and externally, to meet corporate 
governance rules. Timely reconciliation of transactions identifies any outstanding 
(i.e., non-reconciled) items right away. In turn, action can be taken quickly, 
minimizing the risk that the organization will lose contact with the owner of 
property and any outstanding items will become reportable, unclaimed property. 

Have an unclaimed property process with a named person responsible across 
the whole organization. The process needs to have three clear stages:

a. Identify unclaimed property. Most companies will identify unclaimed property 
at some point, which then needs to be documented. Set a timetable for 
reviewing unclaimed property that allows the organization to meet the 
relevant states’ reporting deadlines. Every department in which unclaimed 
property could arise need to be involved. If a company decides to use third-
party vendors to manage their unclaimed property, regular meetings should 
take place to ensure the unclaimed property risks are managed.

b. Try to contact the owners of any unclaimed property. If any owners are 
found, return their property to them, and document the events. 

c. File the required reports to the relevant state authorities for any owners who 
are not found. Keep in mind that some states also require a negative report.

Recognize that things change. While the outline process will likely remain 
the same from year to year, internal actions, such as a merger or a new sales 
promotion, can affect the level of potential unclaimed property within an 
organization. Work with relevant departments to review record keeping and 
reconciliation for any new business unit or activity. Be mindful of changes to 
external rules too, as authorities alter regulations and courts set precedents 
through judgments.  

Following these three key best practices can help any organization to 
comply with unclaimed property requirements.

2

Organizations need “a streamlined process that monitors what 
has been issued, what has not been presented, and what they 
are liable for to the states.” 
Treasury Operations Manager, Captive Finance Organization

“

1

3
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