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Dear Clients and Alumni, 

Happy Summer! It’s that time of year when companies have started to gather data to send out due 
diligence letters for fall compliance season that will soon be here. As you go through that process or 
any other type of self review, make sure there are no “forgotten payments” which haven’t been 
considered. We have provided an in-depth discussion regarding such payments as well as highlights of 
recent developments affecting unclaimed property.      

Please send us your comments on the newsletter - your feedback is invaluable.  We hope you enjoy 
reading this edition of our newsletter, and look forward to hearing from you.  

 

Regards,  

Janet Gagliano 

National Leader - Abandoned and Unclaimed Property 



2  PwC 

The Forgotten Payments: Abandoned and 
Unclaimed Property - Unapplied Cash 
In brief 

State laws generally require the escheatment of abandoned and unclaimed property 
after a statutorily predetermined time period. Specific property types of abandoned 
and unclaimed property subject to escheatment may include uncashed employee 
checks, uncashed vendor checks, unclaimed deposits, customer overpayments, 
unidentified remittances, or gift certificates.  A less common type of abandoned and 
unclaimed property is unapplied cash payments. Since states are aggressively auditing 
abandoned and unclaimed property, companies should be diligent in their review and 
reporting of all potential abandoned and unclaimed property, including unapplied 
cash payments. 

In detail 

In recent years, states have significantly increased their audits of abandoned and 
unclaimed property. To prepare for an audit, companies should perform a detailed 
review of all potential abandoned and unclaimed property and report any escheatable 
items. Companies that self-report unclaimed property often overlook one property 
type: unapplied cash payments. Companies that recognize and properly report 
unapplied cash payments may be better prepared for an unclaimed property audit. 
For a review of key considerations that companies should evaluate regarding data 
management and document retention, please refer to Managing the data of 
unclaimed property: How to prepare your company for an audit (March 2014). 

Overview of unapplied cash payments 

Unapplied cash payments include payments received by the company that cannot be 
matched with an active account.  For example, when a customer remits payment 
without a payment voucher or includes the incorrect account number on a check, the 
company may be unable to match the payment with a specific customer account.  
Consequently, the payment will typically be allocated to an overage or suspense 
account until it can be matched with the correct account.   

A common example of these types of unapplied cash payments includes a utility 
service payment sent without the bill stub or account number information.  The utility 
company may be unable to contact the payor and may have to place the payment in an 
overage or suspense account.  Therefore, the customer's account will not be credited.  
If the customer later contacts the service provider, it is common for the service 
provider to credit the customer the payment as a matter of goodwill, even though they 
are unable to match the exact form of payment with the correct account. 

Another common source of unapplied cash payments are payments that are written 
off as bad debts, which are later recovered by a collection agency.  Usually an account 
that is sent to collections is closed out on the company’s books.  When it is later 
recovered, there is no active account against which the payment can be applied. 
Consequently, the collected payments must be booked to an overage account.   

Reasons companies may overlook unapplied cash payments 

In the normal course of business, companies generally research whether any 
unapplied cash payments exist and then attempt to determine the appropriate 
account. If the payment is not applied to an active account, many companies do not 
typically include unapplied cash payments in their escheatment process for a variety 
of reasons, including: 

 the total amount of unapplied cash payments in any given overage or suspense 
account falls below the company's materiality threshold and encompasses a 
small percentage of the incoming payments 

 unapplied cash payments may not historically be reviewed as a common 
property type of abandoned and unclaimed property 

 the payments do not generally appear on aging reports and are overlooked 
when companies analyze dormant accounts 

http://www.pwc.com/en_US/us/state-local-tax/newsletters/abandoned-unclaimed-property/assets/pwc-aup-quarterly-issue-8-march-2014.pdf
http://www.pwc.com/en_US/us/state-local-tax/newsletters/abandoned-unclaimed-property/assets/pwc-aup-quarterly-issue-8-march-2014.pdf
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 companies typically hold unapplied cash payments, hoping to match them with 
appropriate accounts and to remove them from the overage or suspense 
account 

 companies may also take the position that a customer would not remit payment 
without obligation to the company 

 companies may believe the amounts written off as uncollectible far exceed the 
amount for unapplied cash payments. 

Increased focus during unclaimed property audits 

Abandoned and unclaimed property auditors have become aware that companies 
often overlook unapplied cash payments.  As a result, auditors are increasing their 
focus on unapplied cash payments when conducting unclaimed property audits. A 
company that receives an audit notice must examine its overage or suspense accounts 
to identify unapplied cash payments.  The company must specifically research line 
items in these accounts to determine whether amounts can be applied to an account 
or whether the amount was booked in error. 

In addition, under the second priority rule of reporting unclaimed property, since the 
rightful owner of cash payments is not known, the state of incorporation or domicile 
of the company will take the position that it is entitled to take custody of the 
unapplied cash payments. Specifically, the second priority rule of reporting provides 
that the rightful owner must not be known in order for the payment to be ‘unapplied’ 
(Texas v. New Jersey, 379 U.S. 674 (1965). Therefore, an unclaimed property audit 
performed by the state of incorporation or state of domicile that includes unapplied 
cash will likely result in the escheatment of property. 

The takeaway 

Unapplied cash payments may be an easy target for unclaimed property auditors 
during examinations for various reasons. Audits are often performed by third party 
audit firms on a contingency basis. These audit firms have an incentive to aggressively 
pursue unclaimed property, such as unapplied cash. Auditors may be aware that some 
companies may not be searching for unapplied cash payments in their self-review for 
abandoned and unclaimed property. However, auditors can easily obtain the 
necessary data to examine unapplied cash in overage or suspense accounts. 
Therefore, companies may be better prepared for audit if they research their overage 
or suspense accounts on a regular basis and before auditors obtain the data. 

It should be recognized that a certain minimum amount of unapplied cash payments 
may never be matched with the correct account and will likely result in at least some 
abandoned and unclaimed property liability for many companies.  This liability, along 
with potential penalties and interest assessments, may be decreased by the thorough 
review, identification, and reporting of all accounts, including the more uncommon 
unclaimed property types, such as unapplied cash. 

 

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

Delaware 

DE S 228, signed by Governor June 30, 2014 

This bill codifies the long standing practice of the Department of Finance and the 
Secretary of State to hold as confidential the financial information obtained during 
unclaimed property examinations, settlements, or voluntary self-disclosure 
agreements. 

The bill also changes the penalty for failing to file an abandoned property report from 
5% per month to the lesser of 5% per month or $100 per day. The maximum penalty 
changes from 50% of the amount required to be shown on the report to $5,000. The 
bill also eliminates the assessment of interest on outstanding unpaid amounts. 

http://legis.delaware.gov/LIS/lis147.nsf/2bede841c6272c888025698400433a04/8ac492d32b90eba785257cd8005978b0?OpenDocument
http://www.legislature.mi.gov/(S(3ujnonv5tmid4e550m1evq45))/mileg.aspx?page=getObject&objectName=2013-HB-4289
http://www.legislature.mi.gov/(S(3ujnonv5tmid4e550m1evq45))/mileg.aspx?page=getObject&objectName=2013-HB-4289
http://www.legislature.mi.gov/(S(3ujnonv5tmid4e550m1evq45))/mileg.aspx?page=getObject&objectName=2013-HB-4289
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Finally, the bill extends the period that a holder may submit and the Secretary of State 
may accept a letter of intent to enter into an unclaimed property voluntary self-
disclosure agreement from June 30, 2014 to September 30, 2014 and extends the 
sunset of the Secretary of State's voluntary self-disclosure program by one year from 
July 1, 2015 to July 1, 2016 in order to provide sufficient time for all holders to 
complete and the Secretary of State to process all such voluntary self-disclosures 
agreements. 

Georgia 

GA H 920, signed by Governor April 15, 2014 

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). 

Indiana 

IN S 208, signed by Governor March 24, 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). The bill also provides that an owner of interest bearing 
property is entitled to receive interest that accrues after the date the property is 
delivered to the attorney general. 

IN S 220, signed by Governor March 25, 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. 

Iowa 

IA H 2296, signed by Governor April 10, 2014 

Current law includes gift certificates within the definition of 'property' subject to the 
disposition of unclaimed property provisions. The bill provides that, notwithstanding 
provisions specifying that intangible personal property that remains unclaimed by the 
owner for more than three years after it became payable or distributable is presumed 
abandoned, a gift certificate purchased after July 1, 2014, for merchandise only that is 
not subject to an expiration date and not subject to a deduction from the face value of 
the gift certificate for failure of the owner of the gift certificate to present the gift 
certificate in a timely manner, or subject to any other charge or service fee, which card 
remains unpresented, remains eligible for presentation for an indefinite period of 
time, and is not presumed abandoned. Funds represented by a gift certificate balance 
that does not meet the preceding requirements and has not been presented within five 
years from the date of issuance of the gift certificate are presumed abandoned. 

IA SF 2283, signed by Governor April 10, 2014 

This bill provides that if a claim has not been filed for United States savings bonds 
within three years and 180 days after the savings bonds were presumed abandoned 
under current law, the savings bonds will escheat to the state. 

http://www.legis.ga.gov/legislation/en-US/Display/20132014/HB/920
http://www.legislature.mi.gov/(S(3ujnonv5tmid4e550m1evq45))/mileg.aspx?page=getObject&objectName=2013-HB-4289
http://www.legislature.mi.gov/(S(3ujnonv5tmid4e550m1evq45))/mileg.aspx?page=getObject&objectName=2013-HB-4289
http://www.legislature.mi.gov/(S(3ujnonv5tmid4e550m1evq45))/mileg.aspx?page=getObject&objectName=2013-HB-4289
http://iga.in.gov/legislative/2014/bills/senate/208/
http://www.legislature.mi.gov/(S(3ujnonv5tmid4e550m1evq45))/mileg.aspx?page=getObject&objectName=2013-HB-4289
http://www.legislature.mi.gov/(S(3ujnonv5tmid4e550m1evq45))/mileg.aspx?page=getObject&objectName=2013-HB-4289
http://www.legislature.mi.gov/(S(3ujnonv5tmid4e550m1evq45))/mileg.aspx?page=getObject&objectName=2013-HB-4289
http://iga.in.gov/legislative/2014/bills/senate/220/#document-6fe1118f
http://www.legislature.mi.gov/(S(3ujnonv5tmid4e550m1evq45))/mileg.aspx?page=getObject&objectName=2013-HB-4289
http://www.legislature.mi.gov/(S(3ujnonv5tmid4e550m1evq45))/mileg.aspx?page=getObject&objectName=2013-HB-4289
http://www.legislature.mi.gov/(S(3ujnonv5tmid4e550m1evq45))/mileg.aspx?page=getObject&objectName=2013-HB-4289
http://coolice.legis.iowa.gov/Cool-ICE/default.asp?Category=BillInfo&Service=DspHistory&var=HF&key=1024C&GA=85
http://www.legislature.mi.gov/(S(3ujnonv5tmid4e550m1evq45))/mileg.aspx?page=getObject&objectName=2013-HB-4289
http://www.legislature.mi.gov/(S(3ujnonv5tmid4e550m1evq45))/mileg.aspx?page=getObject&objectName=2013-HB-4289
http://www.legislature.mi.gov/(S(3ujnonv5tmid4e550m1evq45))/mileg.aspx?page=getObject&objectName=2013-HB-4289
http://coolice.legis.iowa.gov/Cool-ICE/default.asp?Category=BillInfo&Service=DspHistory&var=SF&key=0791B&GA=85
http://www.legislature.mi.gov/(S(3ujnonv5tmid4e550m1evq45))/mileg.aspx?page=getObject&objectName=2013-HB-4289
http://www.legislature.mi.gov/(S(3ujnonv5tmid4e550m1evq45))/mileg.aspx?page=getObject&objectName=2013-HB-4289
http://www.legislature.mi.gov/(S(3ujnonv5tmid4e550m1evq45))/mileg.aspx?page=getObject&objectName=2013-HB-4289
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Kansas 

KS H 2687, signed by Governor May 12, 2014 

This bill amends unclaimed property statute to provide if there is a dispute in the 
results of the examination of the records regarding the disclosure of property 
reportable and deliverable pursuant to this act, the administrator may hold a hearing 
on the audit results in accordance with the provisions of the Kansas administrative 
procedure act.  Additionally, the bill removes provisions stating "a person who 
willfully refuses after written demand by the administrator to pay or deliver property 
to the administrator as required under this act is guilty of a class B misdemeanor." 

Kentucky 

KY H 445, signed by Governor April 10, 2014 

This bill provides that US savings bonds are presumed abandoned if the last known 
address of the owner is in this state and the bonds remain unclaimed and 
unredeemed for three years after final maturity.  Three years after becoming 
abandoned property, US savings bonds escheat to Kentucky. 

Louisiana 

LA S 603, signed by Governor June 9, 2014 

This bill provides that US savings bonds escheat to the state three years after 
becoming unclaimed property, and all property rights and legal title to and ownership 
of such bonds or proceeds from such bonds, including all rights, powers, and 
privileges of survivorship of any owner, co-owner or beneficiary, shall vest solely in 
the state. 

Mississippi 

MS S 2796, signed by Governor March 24, 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. 

South Dakota 

SD S 138, signed by Governor February 25, 2014 

This bill provides that US savings bonds that are unclaimed property and subject to 
the provisions of chapter 43-41B will escheat to this state three years after becoming 
unclaimed property.  All property rights and legal title to and ownership of such 
bonds or proceeds from such bonds, including all rights, powers, and privileges of 
survivorship of any owner, co-owner, or beneficiary, will vest solely in this state. The 
bill also amends the unclaimed property statute definition of intangible property to 
include US savings bonds held or owing in this state by any person, or issued or owed 
in the course of a holder's business, or by a state or other government, governmental 
subdivision, agency, or instrumentality. 

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 
 
Jack Schwartz 
Director 
Los Angeles 
+1 (213) 356-6042 
 jack.schwartz@us.pwc.com 
 
 © 2014 PricewaterhouseCoopers LLP, a Delaware limited liability partnership. All rights reserved. PwC refers to the United 
States member firm, and may sometimes refer to the PwC network.  Each member firm is a separate legal entity.  Please 
see www.pwc.com/structure for further details. 

SOLICITATION 

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

http://kslegislature.org/li/b2013_14/measures/hb2687/
http://www.legislature.mi.gov/(S(3ujnonv5tmid4e550m1evq45))/mileg.aspx?page=getObject&objectName=2013-HB-4289
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