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Submitting the Holder Remit Report

Holder Remit Report season is approaching. Here are some tips to help you
through the process.

The Holder Remit Report package should include:

o The Universal Holder Face Sheet (UFS-1) form;

o Alist of property owners either electronically or on the Owner Detail Sheet
(UDS-1);

® Remittance of funds; and
A signed Holder Remit Reminder Letter (14F) form.

Universal Holder Face Sheet

An original signature is required for the State Controller’s Office (SCO) to accept
the UFS-1. The SCO does not accept photocopies or stamps in lieu of a signature.
In addition, the dollar amount in Section F, “Holder Report Totals,” must equal
the dollar amount on the property owner list. If the UFS-1 is not completed
correctly, it may cause the report to be late and result in an interest assessment
per California Code of Civil Procedure (CCP) section 1577.

Include the correct “As of” date in Section A. This date must be the same date
used on the Holder Notice Report that determines your report cutoff date and
which properties should be reported. Check your report against the Property
Reporting Cycles to ensure the property reported does not exceed the
upper-end of the transaction date. If the “As of” date is missing or invalid, the
report will not be processed until the UFS-1 is corrected.

Include your six-digit report ID number, found on the 14F form, in the box in the
upper-right corner labeled “Report ID# (Remit Report Only).”

SAMPLE 14F

11/18/12 <

Calitornia State
Gontroller's Gifice

UNCLAIMED PROPERTY DIVISION

urPD I Report ID 123456 I
Contact Name Report Rece Date 10/30/2012

Holder Nama Reported Amount 00

Holder Address Amount # of Shares 0000
Holder Address # of Safekeeping Repositories o1s
Remit Report Due Date 6/1/2013-6/15/2013

TthuuConlrvleﬁOﬂu(SCO) Undun:dProwtwaw mmmmNmRm This reminder letter is to infom
you that Hoilder Remit Report along with the delivery or is duetothe SCOonthe date
specified e. Ifthe Remit Report and remizmance are not nouvodbythoscomlhewdndnmﬂm holders wil be subjectto interest
accsccmant 3t 3 rata af 12% ner annum (Caldarnia Coda of Civl Pracadors Sartian 15771 Haldars of Safe Nannct Raves ar Safakasninn

(Continued on page 2)
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Submitting the Holder Remit Report (Continued)

Listing the Property Owners

The Holder Remit Report must contain the same property owner information as reported on the Holder Notice
Report. The UDS-1 form is acceptable only for holders reporting less than ten properties. Electronic format must be
used for ten or more properties. A link to free reporting software can be found here.

Only make changes to the property owner information if it will help to identify the rightful owner. For

example, you may add a Social Security number or an address. Do not change the format of the property owner’s
name by adding a period, space, or comma. If a property is no longer unclaimed, you may omit it from the Holder
Remit Report entirely. Alternatively, you may keep the property on the Holder Remit Report, but you must use the
appropriate pay or deletion code and show the property remitted amount as zero. Please note, even if all property
was returned, you must submit a Holder Remit Report to verify that all property was returned to the rightful owner
during the due diligence period. Failure to do so may result in a CCP section 1577 No Remit interest assessment.

Do not include new names and/or properties when preparing the Holder Remit Report. If new names and/or
properties are found, you must prepare a Supplemental Notice Report. More information on completing a
Supplemental Notice Report can be found in the Winter 2014 edition of this
newsletter. Please remember, if new names are added to a Holder Remit
Report rather than submitted on a Supplemental Notice Report, the report
may be subject to interest and penalties per CCP section 1577.

NAUPA 2 Format
<<Holder Name>>

When sending in a CD, please label it with the:

e Holder name,

e Dollar amount of report,

e Year of report, and

e Federal Employer Identification Number (FEIN).

<<Amount of Report>>
<<Year of Report>>

<<FEIN>>
Remitting Property

When remitting property less than $20,000, a check payable to the “California State Controller” or an electronic funds
transfer (EFT) may be remitted. CCP section 1532 requires any payment of $20,000 or more to be made by EFT. To
establish an EFT account with the SCO, please complete the Authorization Agreement for Electronic Funds Transfer.

When remitting mutual funds, direct registration is required for transfer of open-end mutual fund shares to the SCO’s
broker. Refer to the Unclaimed Property Holder Handbook (pages 40 and following) for registration instructions and
other specifications on remitting securities. All securities with the correct Committee on Uniform Securities
Identification Procedures (CUSIP) number must be remitted with your Holder Remit Report. Failure to follow these
instructions will result in delays in processing your Holder Remit Report.

Holder Remit Reminder Letter Form

The SCO sends out a 14F form to all holders once Holder Notice Reports and Supplemental Notice Reports have been
approved in the reporting system. The 14F must be signed with an original signature by the person preparing the
report and returned with the Holder Remit Report.

If you have any questions, contact the Outreach and Compliance Unit at (916) 464-6088 or
UPDHolderQutreach@sco.ca.gov.
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Unclaimed Property Deductions and Withholdings

California’s Unclaimed Property Law allows holders to deduct lawful service charges or fees from unclaimed
property.

In accordance with CCP section 1513.5(b), financial organizations may charge up to $2.00 per property for the
cost of sending a due diligence notice to owners on properties valued greater than $2.00. Holders that are not
banking or financial organizations may charge up to $2.00 per property for the cost of sending the notice on
properties valued at $50.00 or more (CCP section 1520(d)). If an arrangement was made for charges or fees in
excess of $2.00, the holder must include documentation of such in the Holder Remit Report.

Holders are allowed to deduct up to $2 per property for cost of sending due diligence notice to owners.

Type of Holder Bank or Fimnandial Qrgamiization Alll Others

Minimum Property Value $2.01 $50.00

Holders must show the fee was assessed on both the Holder Notice Report and the Holder Remit Report. When
completing the report, enter the property amount in the “Reported Amount” field and the $2.00 mailing charge
(code MC) in the “Deducted Amount” field. This will subtract the $2.00 charge from the “Reported Amount” field
that is posted to the SCO’s public website.

To ensure the accuracy of processing a report with property deductions, make sure the report includes:

e Avalid National Association of Unclaimed Property Administrators || (NAUPA 1) deduction code for each
property with a deduction amount; and
e Documentation for any deductions that do not match the amounts listed on the fee schedule or disclosure.

Per CCP section 1522, any fees or charges specifically for escheatment processing are not allowed. Reports
containing escheat fees or charges will be rejected, and a corrected replacement report with the

removed escheat fees or charges will be required. Failure to provide a corrected report may result in penalties
and interest.

For financial organizations: any time a fee in excess of $2.00 is charged, the financial institution must provide
written documentation to support the fee. The SCO requires differing documentation depending on the fee
amount. Contact the Reporting Unit for further instructions at (916) 464-6284 or UCPReporting@sco.ca.gov.
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Due Diligence for 2015 Report Year

If you are planning to submit a Holder Notice Report before November 1, 2015, due diligence must be performed
by April 30, 2015. Holders must send due diligence notices to owners with a property value of $50 (fifty dollars)
or more prior to reporting the accounts to the SCO. Below is a sample of the three-year dormancy table:

Due Diligence Holder Notice Report | Holder Remit Report &
Must be Performed Due Before Remittance Due
10/31/14 - 4/30/15 11/1/15 6/1/16 - 6/15/16

Other Property Reporting Cycle tables may be found on the SCO website.

Is there a sample due diligence letter?
You may access a sample due diligence letter here.

What must the letter include?

e Per CCP section 1520, the face of the notice must contain a heading at the top that reads as follows:

"THE STATE OF CALIFORNIA REQUIRES US TO NOTIFY YOU THAT YOUR UNCLAIMED PROPERTY MAY BE
TRANSFERRED TO THE STATE IF YOU DO NOT CONTACT US," or substantially similar language.

e The notice must specify the time when the property will escheat and the effects of escheat, including the
need to file a claim in order for the owner's property to be returned to the owner.

e The notice requires an exclusive heading, in boldface type or in a font a minimum of two points larger than
the rest of the notice, and must include the following information:

— Specify that since the date of last activity, or for the last two years, there has been no owner activity
on the deposit, account, shares, or other interest;

— ldentify the deposit, account, shares, or other interest by number or identifier, which need not
exceed four digits;

— Indicate that the deposit, account, shares, or other interest is in danger of escheating to the state;
and

— Specify that the California Unclaimed Property Law requires banks, banking organizations, and
financial organizations to transfer funds of a deposit, account, shares, or other interest if it has been
inactive for three years.

e Aform where the owner may confirm their current address. If that form is filled out, signed by the owner,
and returned to the holder, it must be deemed that the account remains currently active and the escheat
period starts over. In lieu of returning the form, the holder may provide a telephone number or other
electronic means to enable the owner to contact the holder.

Can I charge a fee for sending due diligence letters?
You may charge a fee under specific conditions. Refer to the Unclaimed Property Deductions and Withholdings
article in this newsletter.

If you have additional questions, contact the Outreach and Compliance Unit at (916) 464-6088 or
UPDHolderOutreach@sco.ca.gov.
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Sending Funds Electronically

If your Holder Remit Report exceeds $20,000, remember the funds must be remitted by electronic funds transfer
(EFT) per CCP section 1532. Remittances of $20,000 or greater that are not submitted by EFT will be subject to
civil penalties assessed at 2% of the payment amount due. Additionally, because EFT does not have a required
minimum amount, remittances of less than $20,000 may be submitted by EFT. The SCO prefers holders to remit
funds electronically if possible.

EFT payments may be made using a variety of methods including the Automated Clearing House (ACH) Debit,
ACH Credit, Fedwire, or International Funds Transfer. Following are important points to remember when
remitting property by EFT.

e If you are remitting multiple checks for the same holder Federal Employer Identification Number (FEIN) that
cumulatively exceed $20,000, you must remit funds electronically. Failure to do so will result in a 2% penalty
assessment.

e If you are submitting one wire for multiple reports, include a list of Report ID numbers and the breakdown of
the funds so staff at our office applies the funds correctly. This list must be sent to UPDSCOEFT@sco.ca.gov
prior to transferring the funds. Include this information with each Holder Remit Report. Failure to provide a
list of Report ID numbers and remittance amount detail may cause the report to be rejected and may subject
the reported amount to an interest assessment.

e If you need to establish an ACH Debit or ACH Credit account with the SCO’s EFT Unit, we recommend you do
so during the off-peak season (before April 30, 2015). There is no need to contact the EFT Unit unless you
have changed banking information since the initial account setup. ACH Debit is the preferred method for
remitting funds and will expedite processing.

e To establish an EFT account, complete the Authorization Agreement for Electronic Funds Transfer (EFT-1).

e When establishing an ACH Debit account, ensure the account is a checking or savings account. If a general
ledger account or trust account is used to submit funds electronically, the payments will be rejected.

¢ The SCO offers a free web payment service that is available only through the ACH Debit payment option.
Holders may process EFT payments conveniently and securely online at
https://secure.paycalifornia.com/soc/inetSrv. Payments may also be made by calling (800) 554-7500.

For more information on EFT, refer to pages 24 to 44 of the Unclaimed Property Holder Handbook.

If you have questions or need further assistance, contact the EFT Unit at (916) 464-6220 or
UPDSCOEFT@sco.ca.gov.
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Remitting Securities

In an effort to improve reporting accuracy, we are providing answers to frequently asked questions about
remitting securities to the SCO’s contracted broker, Wells Fargo Advisors.

Can the holder establish a “state account” in the name of the SCO without permission?

No. California law and regulations require securities to be delivered to the SCO’s contracted broker, not
maintained in a book account held by the company. Securities are not considered delivered to the SCO until
credited to the SCO’s account at the SCO’s contracted broker. It is the holder’s responsibility to remit securities in
accordance with California’s requirements. Failure to remit securities to the SCO’s contracted broker may result in
interest assessments per CCP section 1577.

Can | put securities that are not Depository Trust Company (DTC) transfer eligible into a “state account”?

No. Securities that are not DTC eligible may be transferrable by other means. Contact the SCO’s contracted broker
at (916) 443-4493 for assistance. Only shares from a nontransferable issue that have been verified by the SCO’s
contracted broker as nontransferable, may be put into a holding account in the name of State Controller, State of
California.

Do | need to notify the SCO and the SCO’s contracted broker when I deliver the securities electronically?

Yes. On the day the shares are delivered electronically, email the Securities Summary (SS-1) form to both the SCO
at ucpdtcss1@sco.ca.gov and the SCO’s contracted broker at calif.statemail@wellsfargoadvisors.com. Include the
report ID and DTC participant number in the email subject line and also in the DTC comment field on the transfer
instructions. If the report ID is not provided in the DTC comment field the transfer may be rejected by the SCO’s
contracted broker.

How do I report and remit securities with fractional share amounts?
For all security issues, with the exception of open-end mutual funds, holders must liquidate each individual
owner’s fractional share amounts and report the proceeds as cash on the Holder Remit Report.

Should | report worthless and/or nontransferable securities?

Yes. California’s Unclaimed Property Law does not exclude securities that are worthless or non-transferable from
being reported. Sufficient information must be submitted with the Holder Remit Report for reported securities
that cannot be transferred. Nontransferable shares may be put into a holding account in the name of the State
Controller, but only after the security issue has been verified by the SCO’s contracted broker as nontransferable.
Monthly and/or Quarterly statements for nontransferable securities held in a holding account must be mailed to
the SCO’s Unclaimed Property Division.

(Continued on next page)
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Remitting Securities (Continued)

What if securities information changes in the time between submitting the Holder Notice Report and the
Holder Remit Report?

The Holder Remit Report must contain the same property owner information as reported on the Holder Notice
Report. When security information (e.g., dividends, stock splits, spin-offs, security name/Committee on Uniform
Security Identification Procedures (CUSIP)) changes after the Holder Notice Report has been submitted, the
security information must be changed on the Holder Remit Report to match the securities remitted to the SCO’s
contracted broker.

e Do not include new owner names when preparing the Holder Remit Report. Do not transfer shares to the
SCO’s contracted broker if they were not reported on the Holder Notice Report.

¢ If new names or properties are found following submission of the Holder Notice Report, you must submit a
Supplemental Holder Notice Report before the properties can be remitted to the SCO. To do this, check
“Supplemental Notice Report” under the Notice Report section on the UFS-1 form and complete the form.

e If all property is claimed before the Holder Remit Report is due, you must submit a Negative Holder Remit
Report. To do so, write a zero (0) in “Section F — Holder Report Totals.”

If these guidelines are not followed, the Holder Remit Report may be subject to interest and penalties per
CCP section 1577.

If you have questions, contact the Securities Unit at (916) 464-7123 or UPDSecRecon@sco.ca.gov.
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Warning: Communicate
With the Correct Property Owner

When a property owner contacts a holder as a result of a due
diligence letter sent by the holder or a pre-escheat letter sent by
the SCO, the holder must determine if they are communicating
with the rightful owner. Holders are responsible for establishing
proper internal standards for determining the rightful owner

prior to returning property or updating the property account
information. Listed below are a few tips to keep in mind prior to
releasing funds.

¢ Aholder should always request that the property owner provide proof of association to the property such as:
— Photo identification;
—  Proof of reported and/or current address; and/or
—  Proof of entitlement.
¢ Aholder should always have a system in place to validate any documents provided.
e Aholder should always exercise caution any time a property owner:
— Requests to change the reported address;
— Requests a wire transfer (especially overseas);
— Isirate and not willing to go through the claims process;
- Threatens legal action; and/or
— Changes his or her story.

If you believe the person you are communicating with does not meet the internal standards to demonstrate
ownership, it is acceptable to send the property to the SCO. Once the SCO receives the property, the property
owner may file a claim form along with proof of ownership to reclaim their property from the SCO at
www.claimit.ca.gov.

If you have any questions or need further assistance, contact our Fraud Unit at (916) 464-6259 or email
Gillian Knight at GKnight@sco.ca.gov.
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Upcoming Events and Deadlines

June 1-2: California Accounting & Business Show and Conference (Los Angeles)

The 2015 California Accounting & Business Show and Conference is a two-day educational and networking event
designed for Certified Public Accountants, tax preparers, financial planners, and business executives/owners.
Representatives from the Outreach and Compliance Unit (OCU) will exhibit at the conference and will be available
to educate attendees on the Unclaimed Property Law and the mandated reporting requirements.

The California State Controller’s participation in this event is not an endorsement of the views, opinions, products
or services of any participants, person or entity.

To view additional information and to register for this conference, visit www.flaggmgmt.com/ca. We look forward
to meeting you there!

Important Deadlines Contact Us

Please send your newsletter comments, ideas, or concerns to: UPDHolderOutreach@sco.ca.gov
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