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Dear clients and alumni, 

If you all are like me, Spring can’t arrive soon enough. This has been quite the winter for most 
everyone, especially for us Southerners who aren’t used to snow/ice! Spring typically comes with the 
desire to clean out and start fresh. I would caution you not to apply that mindset to your accounting 
records which could be critical in assisting you through an Unclaimed Property audit.  This edition’s 
featured article focuses on key considerations that companies should evaluate related to data 
management and retention as you remain prepared for a potential Unclaimed Property audit.  In 
addition, we have included summaries of legislation that have been enacted or that we are tracking. 

We hope you enjoy reading this edition of our newsletter, and look forward to hearing from you. Your 
continued feedback is invaluable to us. 

Regards,  

 

Janet Gagliano 

National Leader - Abandoned and Unclaimed Property 
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Managing the data of unclaimed property: How to 
prepare your company for an audit 
In brief 

As companies gain exposure to unclaimed property issues, often through state and 
third party unclaimed property audits, they need to address the necessary 
information requirements in the event of an audit.  A company’s unclaimed property 
audit relies on data management and record keeping activities, with the burden to 
prove an item is not escheatable falling upon the company under review.  State or 
third party auditors may request a company to submit multiple documents or items in 
a short time frame, causing company officials to feel overwhelmed. To prepare for an 
audit, a company should perform an internal review of current documentation 
management processes and should develop practices and procedures to organize data 
necessary to rebut the presumption of abandonment. A company with organized, 
easily-accessible data saves resources and may reduce the unclaimed property 
liability. 

In detail 

An unclaimed property audit generally begins with the broad review of a company’s 
information that narrows in scope as the audit progresses. The auditor initially 
requests general company information, including a description of the company’s 
activities and the company’s potential types of property that may result in unclaimed 
property. The state auditor then requests detailed information for those property 
types, specifically focusing on the two main areas of abandoned and unclaimed 
property: disbursement accounts and accounts receivables (e.g., uncashed checks or 
credits on a third party’s account). The audit requests include information regarding 
transactions that are delineated on the company’s accounting books and any 
information removed from the company’s records. For each request in the unclaimed 
property audit process, the company should consider relevant documentation needed 
and the management of data for easy accessibility. 

The company can use this detailed information to produce remediation 
documentation that may rebut the presumption of a liability.  Additionally, a 
company with an unclaimed property filing history can produce documentation to 
further address presumed liability items. 

General company information 

Most state and third party audit firms request general information for at least the 
preceding ten report years of the company’s operations. If it cannot produce data for 
the last ten report years, the auditor requests an explanation to substantiate the lack 
of data. Accordingly, a company should store general company information for at 
least ten report years, as a general rule. 

The initial auditor requests focuses on understanding the nature of the company and 
determining potential unclaimed property which the company holds. To gather the 
information, the auditor requests to view the general ledger, for multiple years, and 
the accompanying chart of accounts.  The auditor begins by examining the chart of 
accounts to determine which accounts may contain unclaimed property, based on 
account description. The auditor then focuses on the general ledger to analyze the 
financial materiality of the accounts and accompanying transactions. The auditor 
examines a particular account’s activity in the general ledger by analyzing the 
beginning and ending balances and debits and credits that occurred throughout the 
year.  Additionally, the auditor begins to build a revenue history of the company by 
examining company tax returns or financial statements. 

Finally, the auditor requests information regarding the company’s acquisition history. 
To prepare for this request, a company should maintain a list of all subsidiaries 
detailing each entity’s Federal Employer Identification Number (FEIN) and 
incorporation details (including each state and the date of incorporation). The 
company should include specific transaction information, with the date and details of 
any stock or asset transactions, for entities acquired or sold. 
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Disbursements 

Once the auditor gains a general understanding of the company, the auditor requests 
then begin to focus on specific accounts that may produce unclaimed property. From 
the general ledger, the auditor will specifically examine all bank accounts for 
information regarding the date accounts were opened or closed, whether any 
predecessor or successor accounts exist, and the function of each account. Although 
the review will concentrate on accounts with disbursement checks, the company 
needs to prove that other accounts do not also disburse checks, since the burden of 
proof is on the company. 

After thoroughly reviewing accounts, the auditor requests a bank package for any 
accounts that have disbursements, including accounts payable checks, payroll checks, 
refund or rebate checks, or any company checks. A bank package consists of the 
following three items: 

 bank statement 

 reconciliation of the bank statement to the general ledger 

 outstanding check list. 
The auditor may request to receive monthly bank packages for each account for 
multiple years. In general, the outstanding check list only includes the check number, 
date and amount of each check.  The company needs to provide a method to match 
the name and address to corresponding outstanding checks. 

Accounts receivable 

Along with the examination of disbursements, the auditor analyzes the activity 
occuring within the general ledger receivable accounts. To understand the nature of 
activity within the accounts, the auditor usually focuses on detailed aging reports, 
generated out of the accounts receivable system, that contain active, individual 
accounts. The aging reports include detailed transaction listings by individual account 
for every transaction, including the transaction date, account information (name and 
address of the account), and each transaction amount. Generally, company accounts 
receivable and information technology personnel produce the aging reports. 

The auditor requests year-end agings for a number of years. These agings must 
include individual transaction detail, including name and address and any account 
numbers, that reconcile the transactions to a particular customer account.  In 
addition, the agings need to reconcile with the general ledger. 

Additional information that may benefit the company in an audit includes data 
tracked for each account. To obtain an accurate understanding of each account, the 
company should gather data on related parent or subsidiary accounts and customers 
with multiple accounts. For example, all debit and credit transactions for a particular 
customer should be aggregated. Any balances owed to a customer are combined with 
the customer’s amounts owed to the company, to net the true liability or receivable. 
By comparing this data, the auditor can determine if the accounts actually include 
unclaimed property. 

Voids and write-offs 

In addition to items examined on the books of the company, the auditor also inquires 
about items no longer on the books, such as voided checks or written-off credits. 
Accordingly, items removed from the general ledger accounts should be managed and 
tracked.  The list of such removed items should include detailed explanations of each 
particular item removed from the general ledger account. 

Each voided check should include the date of original issue and the date voided. 
Additionally, the company should maintain information for reissued voided checks 
and the corresponding reissued check number. Companies need to determine which 
accounts presently include accounts receivable credits written-off from the accounts 
receivable system. These credit items, along with many other items not related to 
accounts receivable, are often written-off to a bad debt account.  As a result, the 
isolation of the accounts receivable transactions written-off becomes complicated. To 
assist in this determination, the company can code transactions in the system to track 
credits written-off and debits. 
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Remediation documentation 

After the auditor has addressed general company information and specific accounts, 
the next phase of the audit includes the identification of specific items from the 
disbursement accounts and accounts receivable agings as potential unclaimed 
property. Since the company bears the burden of proof that an item is not owed, the 
company must produce documentation to prove each item was previously resolved. 

The documentation should detail any amounts appearing on an outstanding checklist 
or aging report that were distributed to the correct recipient. Otherwise, the 
documentation should demonstrate accounting errors included in the list or report 
(rather than amounts actually owed). Standard documentation retained for proof can 
include either a copy of the front and back of a cleared, reissued check or a bank 
statement that includes a reissued check. The company needs to determine how to 
document and reconcile the original check to the reissued check. 

Other helpful documentation includes invoices or statements that demonstrate a 
cancellation of liability or a liability applied to a future transaction.  This 
documentation applies for a disbursement or accounts receivable credit. Another 
common remediation document includes communication from the owed party that 
the liability has been satisfied.  A signed document from the owed party that 
specifically lists the item in question indicates strong proof of the satisfied liability.  
However, a general statement that “nothing is owed” does not constitute acceptable 
documentation of proof. 

Along with the aforementioned examples, a number of other documents may be 
acceptable proof of the cancellation of a liability. Such documents must clearly 
indicate money rightfully paid to a recipient or indicate no debt originally owed. 

Filings 

In addition to remediation documentation that rebuts a presumption of liability, 
documentation stating an item has been filed to the appropriate state may be 
produced as evidence of a liability no longer outstanding. 

Companies currently filing, or that plan to begin filing, required annual abandoned 
and unclaimed property state reports should store a number of documents within the 
reporting records. In addition to the top level signed sheet filed with the state, a 
company should keep detailed lists of transactions, including items in the aggregate, 
and a copy of the cleared check (or wire statement) paid to the state. This detailed 
information can demonstrate that an item appearing on an outstanding check list or 
aging in a prior period has previously been paid to the state through the proper filing 
process. Conversely, the lack of detail retained in this scenario may create the risk of 
double payment for a liability. 

During the annual filing process, most states require companies to send due diligence 
letters, in an attempt to locate property owners, prior to the items being escheated to 
the states. Company personnel with oversight or reporting responsibility generally 
prepare and send these letters. The company should keep a copy (electronic is 
acceptable) of all letters sent and applicable responses received. 

Finally, companies that utilize a third party provider should maintain copies of all 
filings, and lists of items not filed, including the detail for specific items paid (rather 
than a sum amount). Third party providers may include outsourced compliance 
providers, transfer agents responsible for the company’s equity transactions (i.e., 
third parties that issue company stock, dividends, etc.), rebate providers, payroll 
providers, etc.  

Takeaway 

The production of necessary documentation for an unclaimed property audit can 
seem like a daunting task for companies. When the auditor sets strict deadlines that 
conflict with the everyday affairs of company operations, the worry increases for 
company officials. As such, companies should prepare documentation prior to the 
beginning of a potential audit, and should perform an internal review of current 
documentation management to develop practices and procedures to organize  data 
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necessary to rebut the presumption of abandonment. Often, companies pay for items 
not actually owed solely because no documentation proves otherwise. A process in 
place to document and manage information could potentially mitigate such liability 
and increase the company’s bottom line.   

Multistate developments 
While not fully inclusive of all developments in state AUP, the following provides 
highlights of some notable items. 

Indiana 

2014 IN S 220, passed by Senate January 24, 2014 

This bill requires an insurer, at least once every six months, to perform a comparison 
of in-force life insurance policies, annuities, and retained asset accounts issued, 
entered into, or established by the insurer in Indiana after June 30, 2015, against the 
Death Master File to identify insureds, annuitants, and account owners who have 
died. The bill also provides that if an insurer learns of the possible death of an 
insured, annuitant, or account owner through this comparison, the insurer is required 
within 90 days to confirm the person's death and determine the benefits due under 
the policy, annuity, or retained asset account. If the beneficiary, policy owner, annuity 
owner, or account owner to whom the benefits are due cannot be found, the benefits 
escheat to the state under the unclaimed property law. The bill makes an insurer's 
noncompliance with the requirements an unfair or deceptive act or practice for which 
the insurance commissioner may impose a civil penalty or suspend or revoke the 
insurer's certificate of authority. 

2014 IN S 208, passed by Senate February 3, 2014 

This bill allows the attorney general to withhold from disclosure certain personal 
information contained in a report or claim for unclaimed property. The bill requires 
unclaimed property held in a safe deposit box to be delivered to the attorney general 
not later than 30 days after the property is reported to the attorney general (current 
law prohibits the property from being delivered to the attorney general until 120 days 
after the property is reported). 

Michigan 

2013 MI H 4289, signed by Governor October 29, 2013 

This bill amends the Uniform Unclaimed Property Act to require that unclaimed 
property audits be performed using the Generally Accepted Government Auditing 
Standards published by the US Government Accountability Office (GAO). 

Mississippi 

2014 MS S 2796, passed by Senate February 5, 2014 

This bill creates the Unclaimed Life Insurance Benefits Act that requires an insurer to 
perform a comparison of its in-force policies, annuities and retained asset accounts 
issued in this state against the Death Master File to identify potential matches. 

 

Let’s talk 
For more information, please do not hesitate to contact:  

Janet Gagliano  
Partner, National Practice Leader Abandoned and Unclaimed Property 
 Atlanta  
+1 (678) 419-1068 
janet.c.gagliano@us.pwc.com 
 
Nick Montalbano 
Director 
New York 
+1 (646) 471-5463 
nicholas.montalbano@us.pwc.com 
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Solicitation 

This content is for general information purposes only, and should not be used as a substitute for consultation with professional 
advisors. 
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