North Carolina Department of State Treasurer

Unclaimed Property Program

Guide to Unclaimed Property

Outstanding/Unpresented Checks

Refer to North Carolina General Statute 116B-53 - Presumptions of Abandonment

A

 frequent type of unclaimed property reported is outstanding checks. An outstanding check is any check that has not cleared your bank for payment. This could include checks that are outstanding, written-off, stale-dated or returned by post office.

General Checks

Common terms used include accounts payable, expense, drafts, vendor payments, interest, and dividend checks.


General checks are presumed abandoned after five years if they remain unclaimed.

Payroll Checks

These checks may include wages, payroll, employee commissions, returnable garnishments, deferred compensation, payroll services and bonuses.


Unclaimed property that represents wages or payroll is presumed abandoned two years from the date payable to the employee.

Utility Refund Checks


Refund checks issued by utilities are reportable one year from date issued.  A utility includes any entity that is involved in the storage, transmission, sale, delivery, or furnishing of electricity, water, steam, or gas.  See North Carolina General Statute 116B-52(15) for a complete definition of a utility.

Traveler Checks and Money Orders


Traveler checks and money orders are unique in that they are reportable to the state in which issued.  If the state of issue is not available, they are reported to the state of the holder’s principal place of business.


Traveler checks are presumed abandoned after fifteen years from date payable and money orders are presumed abandoned after seven years from date payable if instrument has not been negotiated or the owner has not made contact with the issuer.

Financial Checks


Instruments issued by financial institutions for which they are directly liable may include cashier checks, certified checks, and registered checks.  These types of checks are presumed abandoned after seven years from date payable if not negotiated or the owner has not made contact with the issuer.

Governmental Checks


Outstanding checks issued by governmental units are reportable one year from date issued.  A governmental unit includes a court, government, governmental subdivision, agency, or instrumentality. 

Watch Out For “Buried” Checks

Depending on the volume of checks flowing through your checking account and your outstanding check report parameters, you may miss unclaimed checks that become “buried”. It is possible to reuse a check number before you have cleared off a stale-dated check to a liability account. Also, if your outstanding check report sorts by month and day, but not by year, older checks may move from the top of the report into the middle. In both the above situations, a reviewer might not expect to find checks “buried” deep in the outstanding check report. Our auditors routinely look for this problem.

Outside Services

Often companies do not realize that although an outside service handles its payroll, health and/or dental or pension account, the company usually remains liable for reporting the unclaimed checks.


NOTE: A few third party administrator services report clients’ unclaimed checks to our department. Review your contract or contact your TPA services to find out if they are reporting unclaimed property for you.

Research Checks Frequently
R

esearch your outstanding checks regularly. After four to six months outstanding, we consider a check to be a prime candidate for unclaimed property. Note the purpose of your adjustments to remove outstanding checks. You should set up a liability account to track unclaimed checks.  Maintain a listing of these items including property type, check number, issue date, payee and last known address of the payee.


NOTE: Simply reissuing a check does not start the abandonment period again. The underlying liability, represented by the original check, ages for abandonment from the date it is first payable to the owner.

Proving it’s Not Unclaimed

Property, which appears to remain payable to the owner, is subject to abandonment without other explanation. It is important for your records to show when a check was reissued, issued in error, or canceled as a duplicate payment. It is almost impossible for records to prove that a check never reached the vendor or that an employee threw the check away by mistake.  Because of this difficulty, property is presumed abandoned without evidence to the contrary. Ensure your accounting information systems have adequate documentation to show when property is not abandoned.


It is not considered adequate documentation in an audit situation to remove checks from abandonment because you know the vendor and they would tell you if you owed them.


However, a holder may establish certain defenses to relieve them from escheat liability from an outstanding check in which the holder is also the issuer.  Effective with property presumed abandoned in 2001, one defense of the holder is to receive a written acknowledgement from the payee that the check in question is not owed to the holder.  The acknowledgement should normally include the check number, amount and check date in order to satisfy this statute.  See North Carolina General Statute 116B-58.


In short, the payee, in making an acknowledgement that no obligation is owed the payee, must be informed by the holder of the check number, amount, date and character of the obligation for which the check was offered in payment.

This is not a valid defense for property presumed abandoned prior to 2001.  The holder’s records, not the payee, must adequately reflect that no obligation is owed to any parties for the property in question presumed abandoned.


Documenting the disposition of uncashed checks in case of an audit can be as easy as writing the replacement check or invoice number out to the side of the voided check on your outstanding report.

Name and Address Information

Often documentation such as names and addresses of payees are kept separate from the check number, amount and date of the outstanding check. As previously stated, it is imperative to maintain such information as it assists in locating and verifying the rightful owner.

Summary

Occasionally review the entire outstanding check report for “buried” stale-dated checks that can accidentally shift down in the normal sorting process of the report. Resolve your outstanding checks on a frequent basis and make notes if you void or reissue checks.


Finally, have a written procedure explaining how to handle outstanding and unclaimed checks and follow the procedure consistently. This will help you comply with the unclaimed property law and save you a lot of time in the event of an audit.
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