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Overview of Unclaimed PropertyOverview of Unclaimed Property

•• The area of unclaimed property The area of unclaimed property 
is often times characterized by is often times characterized by 
the public as a tax because of the the public as a tax because of the 
administrative, procedural, and administrative, procedural, and 
conceptual similarities to conceptual similarities to 
taxation. taxation. 
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Overview of Unclaimed PropertyOverview of Unclaimed Property

•• Upon audit in the case of a Upon audit in the case of a 
dealer who has not filed dealer who has not filed 
unclaimed property unclaimed property 
returns/reports jurisdictions may returns/reports jurisdictions may 
require a dealer(s) to file require a dealer(s) to file 
unclaimed property reports from unclaimed property reports from 
periods ranging from 10 years or periods ranging from 10 years or 
more.more.
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Definitional Terminology Definitional Terminology ––
Unclaimed/Escheatable PropertyUnclaimed/Escheatable Property
•• Broadly defined as assets being held Broadly defined as assets being held 

by a holder in a fiduciary capacity for by a holder in a fiduciary capacity for 
an owner for which there have been an owner for which there have been 
no documented transactions or no documented transactions or 
contact with the owners for a contact with the owners for a 
statutory period of time known as the statutory period of time known as the 
dormancy period.dormancy period.

•• Most common types are: payroll Most common types are: payroll 
checks, credit balances, vendor checks, credit balances, vendor 
payments, rebates, other types of payments, rebates, other types of 
intangible property, and certain types intangible property, and certain types 
of tangible personal property.of tangible personal property.
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Definitional Terminology Definitional Terminology ––
Unclaimed/Escheatable PropertyUnclaimed/Escheatable Property
Common types of unclaimed propertyCommon types of unclaimed property
in the dealership arena:in the dealership arena:
•• Payroll checksPayroll checks
•• AP vendor checksAP vendor checks
•• Credit balances/memos Credit balances/memos 
•• “We“We--owes”owes”
•• F&I Product CancellationsF&I Product Cancellations
•• Vested customer rebatesVested customer rebates
•• Buyer deposits that dealers are not Buyer deposits that dealers are not 

authorized by law to retainauthorized by law to retain
•• Gift certificatesGift certificates
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Definitional Terminology Definitional Terminology –– HoldersHolders

•• As a general rule, a “Holder” is a As a general rule, a “Holder” is a 
person or entity in possession of person or entity in possession of 
property belonging to another and/or property belonging to another and/or 
obligated to hold for the account obligated to hold for the account 
and/or delivering to the owner.and/or delivering to the owner.

•• This includes but is not limited to This includes but is not limited to 
dealerships, banks, insurance dealerships, banks, insurance 
companies, utilities, corporations, companies, utilities, corporations, 
government agencies, nonprofit government agencies, nonprofit 
organizations.organizations.
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Definitional Terminology Definitional Terminology –– OwnersOwners

•• As a general rule, an “Owner” is As a general rule, an “Owner” is 
the person or entity whose name the person or entity whose name 
appears on the records as the appears on the records as the 
person entitled to property held, person entitled to property held, 
issued, or owing by the holder in issued, or owing by the holder in 
question.question.
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Definitional Terminology Definitional Terminology ––
Dormancy PeriodDormancy Period
•• Dormancy period is the length Dormancy period is the length 

of time for which there have of time for which there have 
been no documented been no documented 
transactions or contact with the transactions or contact with the 
owners prior to the holder being owners prior to the holder being 
legally required to report and legally required to report and 
remit the property to the remit the property to the 
appropriate jurisdiction.  appropriate jurisdiction.  
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Definitional Terminology Definitional Terminology ––
Dormancy PeriodDormancy Period
•• Upon the expiration of the Upon the expiration of the 

applicable dormancy period(s), applicable dormancy period(s), 
the holder of the property is the holder of the property is 
required to report and remit all required to report and remit all 
unclaimed property to the unclaimed property to the 
appropriate jurisdiction.appropriate jurisdiction.
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Definitional Terminology Definitional Terminology ––
Dormancy PeriodDormancy Period

•• Each jurisdiction has different Each jurisdiction has different 
dormancy periods for distinct dormancy periods for distinct 
unclaimed property.  unclaimed property.  

•• As a general ruleAs a general rule
(i)  One Year (i)  One Year == WagesWages
(ii) Three(ii) Three--Five YearsFive Years == APAP
(iii) Three(iii) Three--Five YearsFive Years == IPPIPP
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Definitional Terminology Definitional Terminology –– Due Due 
DiligenceDiligence
•• Upon the expiration of the Upon the expiration of the 

dormancy period, most dormancy period, most 
jurisdictions require holders to jurisdictions require holders to 
make a good faith effort to locate make a good faith effort to locate 
the owner.the owner.
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Definitional Terminology Definitional Terminology –– Due Due 
DiligenceDiligence
•• Each jurisdiction has distinct Each jurisdiction has distinct 

rules as to the method of rules as to the method of 
notification, manner, length of notification, manner, length of 
time in which an owner must time in which an owner must 
respond prior to the respond prior to the 
holder/dealer remitting the holder/dealer remitting the 
unclaimed property to the unclaimed property to the 
appropriate jurisdiction.  appropriate jurisdiction.  

•• Exhibit A Exhibit A –– Sample Letter for Sample Letter for 
NCNC
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Definitional Terminology Definitional Terminology –– Due Due 
DiligenceDiligence
•• As a best practices when As a best practices when 

performing due diligence:performing due diligence:
(i)(i) require owner to identify require owner to identify 

propertyproperty
(ii)(ii) require owner to provide require owner to provide 

identificationidentification
(iii)(iii) Require deadline for owner to Require deadline for owner to 

respond to noticerespond to notice
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Definitional Terminology Definitional Terminology –– Due Due 
DiligenceDiligence
•• In addition to civil sanctions for In addition to civil sanctions for 

failure for report and remit failure for report and remit 
unclaimed property, many unclaimed property, many 
jurisdictions have separate civil jurisdictions have separate civil 
sanctions for holders who fail to sanctions for holders who fail to 
perform/conduct unclaimed perform/conduct unclaimed 
property due diligence.property due diligence.
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Rationale for Unclaimed PropertyRationale for Unclaimed Property

•• The rationale for the reporting of unclaimed The rationale for the reporting of unclaimed 
property to a particular jurisdiction is that property to a particular jurisdiction is that 
while “holders” may not be in existence while “holders” may not be in existence 
when an “owner” subsequently requests when an “owner” subsequently requests 
his/her unclaimed property, jurisdictions his/her unclaimed property, jurisdictions 
will be in existence. will be in existence. 

•• Rationale is that abandoned or unclaimed Rationale is that abandoned or unclaimed 
property is best if held and used by the property is best if held and used by the 
jurisdiction for the betterment of all society jurisdiction for the betterment of all society 
instead of allowing a windfall/unjust instead of allowing a windfall/unjust 
enrichment for a single entity.enrichment for a single entity.
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Rationale for Unclaimed PropertyRationale for Unclaimed Property

•• Requiring “holders” to transfer Requiring “holders” to transfer 
unclaimed property to a unclaimed property to a 
particular jurisdiction ensures particular jurisdiction ensures 
that “owners” are able to locate that “owners” are able to locate 
and claim their property.  and claim their property.  
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Rationale for Unclaimed PropertyRationale for Unclaimed Property

•• From the jurisdictions’ perspective, while From the jurisdictions’ perspective, while 
the escheatable/unclaimed property belongs the escheatable/unclaimed property belongs 
to the respective “owners”, most to the respective “owners”, most 
jurisdictions permit the interest and jurisdictions permit the interest and 
penalties generated from reportable penalties generated from reportable 
unclaimed property to inure to the general unclaimed property to inure to the general 
fund/treasury of the particular jurisdiction.fund/treasury of the particular jurisdiction.

•• In addition, most jurisdictions allow for a In addition, most jurisdictions allow for a 
certain percentage of unclaimed property to certain percentage of unclaimed property to 
be transferred to the jurisdiction’s general be transferred to the jurisdiction’s general 
fund.fund.
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ComplianceCompliance

•• Three step process for owners to have Three step process for owners to have 
an unclaimed property reporting an unclaimed property reporting 
obligation.obligation.
(i)(i) Expiration of Expiration of 
dormancy perioddormancy period
(ii)(ii) Failure to respond to holder’s Failure to respond to holder’s 
due diligence.due diligence.
(iii)(iii) Verification that property Verification that property 
constitutes unclaimed property.constitutes unclaimed property.
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ComplianceCompliance

•• Upon expiration of dormancy Upon expiration of dormancy 
period and upon performance of period and upon performance of 
due diligence, where is due diligence, where is 
unclaimed property remitted?unclaimed property remitted?
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ComplianceCompliance

•• While the definitions of what While the definitions of what 
constitutes unclaimed property, the constitutes unclaimed property, the 
length of dormancy periods, and length of dormancy periods, and 
reporting dates vary among and reporting dates vary among and 
between the jurisdictions, the United between the jurisdictions, the United 
States Supreme Court, in the case, States Supreme Court, in the case, 
Texas v. New JerseyTexas v. New Jersey, 379 U.S. 674 , 379 U.S. 674 
(1965) issued guidance to the (1965) issued guidance to the 
particular jurisdiction in which particular jurisdiction in which 
unclaimed property should be unclaimed property should be 
remitted. remitted. 
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ComplianceCompliance

•• Rule #1 Rule #1 –– Holder is required to Holder is required to 
report and remit unclaimed report and remit unclaimed 
property to the jurisdiction of property to the jurisdiction of 
the owner’s last known address.the owner’s last known address.
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ComplianceCompliance

•• Rule #2 Rule #2 –– In those instances in In those instances in 
which the holder does not which the holder does not 
possess the owner’s last known possess the owner’s last known 
address, the holder is required to address, the holder is required to 
remit the unclaimed property to remit the unclaimed property to 
the holder’s state of the holder’s state of 
formation/incorporation.formation/incorporation.
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Compliance SummaryCompliance Summary

•• Determine which jurisdiction’s Determine which jurisdiction’s 
rules are applicable.rules are applicable.

•• Identify type of propertyIdentify type of property
•• Dormancy period Dormancy period 
•• Due diligence requirementsDue diligence requirements
•• Filing deadlines and submission Filing deadlines and submission 

guidelines for the particular guidelines for the particular 
jurisdiction.jurisdiction.
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Compliance SummaryCompliance Summary

•• As a general rule, upon the As a general rule, upon the 
submission of the requisite submission of the requisite 
unclaimed property report and unclaimed property report and 
any attendant unclaimed any attendant unclaimed 
property, holders are property, holders are 
indemnified by the jurisdiction indemnified by the jurisdiction 
for subsequent claims brought for subsequent claims brought 
against the holder by the against the holder by the 
owner(s). owner(s). 
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Implications/Audit FactorImplications/Audit Factor

•• One advantage of properly One advantage of properly 
complying with unclaimed complying with unclaimed 
property laws which many property laws which many 
holders fail to utilize is holders fail to utilize is 
examining whether a jurisdiction examining whether a jurisdiction 
possesses unclaimed property possesses unclaimed property 
belonging to the holder/dealer in belonging to the holder/dealer in 
question.question.
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Implications/Audit FactorImplications/Audit Factor

Unclaimed Property Unclaimed Property --
$$$$$$$$$$$$$$$$$$$$$$$$$$$$

•• Each jurisdiction has a database Each jurisdiction has a database 
to enable businesses and to enable businesses and 
individuals to inquire if the state individuals to inquire if the state 
is holding unclaimed property is holding unclaimed property 
belonging to the holder/dealer.belonging to the holder/dealer.
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Implications/Audit FactorImplications/Audit Factor

Unclaimed Property Unclaimed Property -- $$$$$$$$$$$$$$$$$$$$$$$$$$$$

•• www.unclaimed.orgwww.unclaimed.org and go to and go to 
“Owners”.“Owners”.

•• Click on the particular jurisdiction.Click on the particular jurisdiction.
•• Click on the jurisdiction’s hyperlink.Click on the jurisdiction’s hyperlink.
•• Navigate the jurisdiction’s unclaimed Navigate the jurisdiction’s unclaimed 

property search data base.property search data base.

http://www.unclaimed.org/
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Implications/Audit Factor #1Implications/Audit Factor #1

•• The unwary company executive The unwary company executive 
who was initially excited that the who was initially excited that the 
internet search that revealed that internet search that revealed that 
jurisdiction X was holding jurisdiction X was holding 
$719.32 in unclaimed property $719.32 in unclaimed property 
may not be as enthused when may not be as enthused when 
they receive a notice requesting they receive a notice requesting 
ten years worth of unclaimed ten years worth of unclaimed 
property returns, interest, and property returns, interest, and 
penalties.penalties.
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Implications/Audit Factor #2Implications/Audit Factor #2

•• With state corporate income tax With state corporate income tax 
revenues being flat in the early revenues being flat in the early 
part of the decade, which when part of the decade, which when 
combined with flat/decrease in combined with flat/decrease in 
sales/use tax collection due to sales/use tax collection due to 
remote sales, jurisdictions are remote sales, jurisdictions are 
focusing their enforcement focusing their enforcement 
resources on other forms of resources on other forms of 
taxes/revenue. taxes/revenue. 
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Implications/Audit Factor #3Implications/Audit Factor #3

•• Jurisdictions are employing third Jurisdictions are employing third 
party agents to conduct unclaimed party agents to conduct unclaimed 
property on a findings basis.property on a findings basis.

•• Since unclaimed property is not Since unclaimed property is not 
deemed to constitute a tax, deemed to constitute a tax, 
prohibitions on utilizing independent prohibitions on utilizing independent 
contract auditors on a findings basis contract auditors on a findings basis 
are generally not applicable.are generally not applicable.
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Implications/Audit Factor #4Implications/Audit Factor #4

•• With increased technological With increased technological 
capacities among and between capacities among and between 
jurisdictions:jurisdictions:
(i)(i) Different departments Different departments 
within a jurisdictions (i.e. within a jurisdictions (i.e. 
corporate income, sales tax, corporate income, sales tax, 
etc…) are able to review filings etc…) are able to review filings 
on a state wide basis.on a state wide basis.
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Implications/Audit Factor #4Implications/Audit Factor #4

•• With increased technological With increased technological 
capacities among and between capacities among and between 
jurisdictions:jurisdictions:
(ii)(ii) Jurisdictions are able to Jurisdictions are able to 
share information with each share information with each 
offer in a more timely and offer in a more timely and 
expedient fashion.expedient fashion.
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Implications/Audit Factor #4Implications/Audit Factor #4

•• With increased technological With increased technological 
capacities among and between capacities among and between 
jurisdictions:jurisdictions:
(iii)(iii) Some jurisdictions are Some jurisdictions are 
incorporating unclaimed incorporating unclaimed 
property audits as part of their property audits as part of their 
multidisciplinary state and local multidisciplinary state and local 
tax enforcement efforts.tax enforcement efforts.
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Implications/Audit Factor #5Implications/Audit Factor #5

•• Some jurisdictions inquire and Some jurisdictions inquire and 
examine unclaimed property examine unclaimed property 
filings as part of withdrawal/tax filings as part of withdrawal/tax 
clearance process.  clearance process.  

•• See Exhibit B (PA Tax Clearance See Exhibit B (PA Tax Clearance 
Application)Application)
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Implications/Audit Factor #6Implications/Audit Factor #6

•• Many jurisdictions permit Many jurisdictions permit 
compensation to the public compensation to the public 
and/or disgruntled and/or disgruntled 
employees/whistleblowers for employees/whistleblowers for 
noncompliance/malfeasance in noncompliance/malfeasance in 
the unclaimed property arena.the unclaimed property arena.
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Proactive RemediesProactive Remedies

•• Among the most beneficial Among the most beneficial 
remedies is requesting remedies is requesting 
permission from a jurisdiction to permission from a jurisdiction to 
participate in an amnesty participate in an amnesty 
program commonly known as a program commonly known as a 
voluntary disclosure agreement voluntary disclosure agreement 
(“VDA”) program. (“VDA”) program. 
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Proactive RemediesProactive Remedies
•• While each jurisdiction has guidelines While each jurisdiction has guidelines 

as to the terms and conditions for as to the terms and conditions for 
allowing a company to participate in allowing a company to participate in 
their unclaimed property VDA their unclaimed property VDA 
program, some jurisdictions will program, some jurisdictions will 
permit a holder to anonymously permit a holder to anonymously 
come forward and participate come forward and participate 
provided that they have not received provided that they have not received 
a notice from the jurisdiction and/or a notice from the jurisdiction and/or 
have not previously registered and have not previously registered and 
filed unclaimed property filed unclaimed property 
reports/returns.reports/returns.
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Proactive RemediesProactive Remedies

•• At its core, a VDA usually At its core, a VDA usually 
permits a holder to conduct a self permits a holder to conduct a self 
audit and report all unclaimed audit and report all unclaimed 
property due and owing for a property due and owing for a 
specified period, commonly specified period, commonly 
known as the “lookknown as the “look--back” back” 
period.period.
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Proactive RemediesProactive Remedies

•• For periods prior to the “lookback” For periods prior to the “lookback” 
period, unclaimed property principal, period, unclaimed property principal, 
interest, and penalties are usually interest, and penalties are usually 
“forgiven” pending successful “forgiven” pending successful 
completion of the VDA.  On an completion of the VDA.  On an 
ongoing basis and as part of the terms ongoing basis and as part of the terms 
and conditions of the VDA, a holder and conditions of the VDA, a holder 
has to agree to prospectively file their has to agree to prospectively file their 
unclaimed property reports/returns. unclaimed property reports/returns. 
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Proactive RemediesProactive Remedies

•• From the jurisdiction’s From the jurisdiction’s 
perspective, such an amnesty perspective, such an amnesty 
program is beneficial to the program is beneficial to the 
jurisdiction since it facilitates jurisdiction since it facilitates 
increased taxpayer compliance increased taxpayer compliance 
without significant expenditures without significant expenditures 
of the jurisdiction’s resources.of the jurisdiction’s resources.
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Proactive RemediesProactive Remedies

•• In addition, the jurisdiction is In addition, the jurisdiction is 
able to secure the outstanding able to secure the outstanding 
unclaimed property to hold in its unclaimed property to hold in its 
fiduciary capacity on behalf of fiduciary capacity on behalf of 
the owners and recognize any the owners and recognize any 
interest arising from said interest arising from said 
unclaimed property.unclaimed property.
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Proactive RemediesProactive Remedies
•• From the holder’s perspective, From the holder’s perspective, 

participation in a VDA program participation in a VDA program 
usually permits the holder to secure usually permits the holder to secure 
an abatement of penalties as well as an abatement of penalties as well as 
limit its exposure for the years prior limit its exposure for the years prior 
to the “lookback” period.  to the “lookback” period.  

•• An additional advantage of a VDA An additional advantage of a VDA 
program is securing fiscal certainty program is securing fiscal certainty 
with respect to potential unclaimed with respect to potential unclaimed 
property exposure. property exposure. 
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Proactive Remedies Audit DefenseProactive Remedies Audit Defense

•• Verify last known address.Verify last known address.
•• Verify due diligence notification.Verify due diligence notification.
•• Verify whether item is duplicative Verify whether item is duplicative 

payment/cancelled check.payment/cancelled check.
•• Verification that item is deemed unclaimed Verification that item is deemed unclaimed 

property.property.
•• Verification that audit methodology Verification that audit methodology 

accurately reflects unclaimed property accurately reflects unclaimed property 
liability.liability.

•• Examination of potential abatements of Examination of potential abatements of 
penalties.penalties.
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ConclusionConclusion

•• With the increasing use of With the increasing use of 
outside unclaimed property outside unclaimed property 
auditors who are often times auditors who are often times 
compensated on a contingent compensated on a contingent 
basis combined with improved basis combined with improved 
technological capabilities to technological capabilities to 
monitor reporting compliance, monitor reporting compliance, 
jurisdictions are more vigorously jurisdictions are more vigorously 
enforcing their unclaimed enforcing their unclaimed 
property reporting statutes. property reporting statutes. 
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ConclusionConclusion

•• While some holders may believe While some holders may believe 
their potential unclaimed their potential unclaimed 
property liability to be property liability to be 
insignificant, the number of insignificant, the number of 
years which a jurisdiction can years which a jurisdiction can 
audit, which when combined audit, which when combined 
with the imposition of interest with the imposition of interest 
and penalty, may be significant. and penalty, may be significant. 
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ConclusionConclusion
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