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What Does Unclaimed Property
Mean for Urgent Care Providers?

Urgent Message: Undeliverable refunds of patient balances do not become property
of the urgent care center, but rather, after reasonable effort to contact patients,
must be turned over to the state.
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due to overpayment. This happens with co-pays, co-

insurance, deductibles, or other out-of-pocket outlays
when the insurance payment is more than was antici-
pated. While the urgent care should issue a refund in
these situations, sometimes refund checks mailed to
patients are returned or are never cashed. This article
will examine the obligations of urgent care operators
as to how to manage these funds.

|J rgent care centers frequently carry patient balances

What is Unclaimed Property?
Unclaimed property is generally defined as any financial
asset left inactive by its owner for a period of time, typi-
cally three years in most states.! For example, the North
Carolina Unclaimed Property Act defines “property”
as:

money or tangible personal property held by a

holder that is physically located in a safe deposit

box or other safekeeping depository held by a fi-

nancial institution within this State or a fixed

and certain interest in intangible property or money

that is held, issued, or owed in the course of a

holder’s business, or by a government, governmen-

tal subdivision, agency, or instrumentality, and

all income or increments therefrom.?

upon which many states design their statutes—the term
“owner” means “a person that has a legal, beneficial,
or equitable interest in property or the person’s legal
representative when acting on behalf of the owner, and
includes (i) a depositor, for a deposit; (ii) a beneficiary,
for a trust other than a deposit in trust; (iii) a creditor,
claimant, or payee, for other property; and (iv) the law-

It is property the business has in its possession that
hasn’t been claimed by the true owner. Under the Re-
vised Uniform Unclaimed Property Act—the model law

ful bearer of a record that may be used to obtain money,
a reward, or a thing of value.”? Examples of unclaimed
property include patient credit balances, uncashed pay-
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roll checks, uncashed vendor checks, unidentified re-
mittances, self-insurance payments, and uncashed
debt/interest checks.*

These unclaimed items can remain on an urgent
care’s books for a significant period of time as old credit
balances or outstanding checks on bank reconciliations.
In some instances, bookkeepers are inclined to “clean
up” their financials and reverse these items as income.
However, this practice is illegal.

In the healthcare industry, funds that are subject to
the state’s unclaimed property laws can emerge in a va-
riety of ways.’ In addition to the standard accounts
payable scenario, complicated reimbursements can give
rise to unique and substantial liability for unclaimed
property. This may be in the form of credit balances
from insurance overpayments when an urgent care pa-
tient pays out of pocket for an amount also paid by the
insurance company, or where more than one insurer
pays the insured’s claim.® In these circumstances, it may
be challenging to reconcile the company’s accounts.
As a result, it's not uncommon for urgent cares to rack
up significant credit balances that will one day become
unclaimed property.

What Should an Urgent Care Do with Unclaimed Property?
California defines a holder of unclaimed property as a
person or trustee in possession of property subject to
the Unclaimed Property Law “belonging to another, or
who is trustee in case of a trust, or is indebted to another
on an obligation subject to the [Unclaimed Property
Law].”” The holder is required to report the unclaimed
property in its possession by a deadline and to deliver
it to the state.® If the holder fails to deliver the property
to the state as required, it is subject to a fine if the
failure is willful® or subject to interest at the rate of 12%
a year if the failure is not.!° The state government acts
as a custodian and holds the property until it is delivered
to the rightful owner. The intent of unclaimed property
laws is to make certain that the property is preserved
for, and returned to, its rightful owner."

Thus, urgent cares have a legal obligation to properly
hold and remit unclaimed property to the state after a
certain period of time. They should understand that
these laws govern the disposition of unclaimed property,
which eventually can become property of the state—
typically known as “escheatment.”!?

After the dormancy or waiting period has passed, the
holder must conduct due diligence and try to locate
the owner of the property prior to escheatment. The
laws say the holder is generally required to:

= Confirm the owner’s interest in property that sat-
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“Urgent cares have a
legal obligation to properly
hold and remit unclaimed
property to the state.”

isties state thresholds by sending the owner notice
via a due diligence letter or email.

m If the owner fails to respond to the notice, the
holder must escheat the property to the state.!?!3

Unclaimed Property Audits

To ensure compliance with these laws, states conduct
unclaimed property audits, which are usually handled
by the secretary of state and/or the state attorney gen-
eral. In most states, third-party auditors conduct these
audits.

There are a number of situations that can cause an
urgent care to be the target of an unclaimed property
audit. A few of the most common include:

® A lack of reporting history;

® Inconsistent reporting history;

B Fluctuations in amounts or types of property being

reported; or

® Not reporting property types common to an in-

dustry."?

These audits can impose a significant burden on an
urgent care business because of the time and resources
involved. If unclaimed property reports aren't filed, an
urgent care may be penalized with interest. Note that
there is no statute of limitations for delinquent filers,
and some states are allowed to audit retrospectively
going back to the day the business was formed.*!

If an urgent care business has never filed an un-
claimed property report with the state but has held un-
claimed property in the past, it is strongly rec-
ommended that it file a voluntary disclosure agreement
(VDA). This provides an urgent care with several bene-
fits, like a limited period of prior-year returns to file,
the waiver of interest and/or penalties, and limitations
on future audits.!*

Incidentally, once the property has been delivered to
the state, there is a process for an individual to make a
claim. For example, Pennsylvania Statute § 1301.21 of
the Unclaimed Property Law provides the procedure for
aggrieved persons regarding abandoned or unclaimed
property paid or delivered to the Commonwealth:
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Any person aggrieved by a decision of the State
Treasurer, or as to whose claim the State Treasurer
has failed to act within ninety (90) days after the
filing of the claim, may commence an action in the
Commonwealth Court to establish his claim. The
proceeding shall be brought within thirty (30) days
dafter the decision of the State Treasurer or within
one hundred twenty (120) days from the filing of
the claim if the State Treasurer fails to act.’s

Takeaway Points

m It is critical for urgent care owners and operators
to understand their state’s unclaimed property laws,
such as how the urgent care’s processes can be or-
ganized and structured to avoid accruing un-
claimed property altogether.

® One way to do this is to create payer agreements
and overpayment letters that state that unclaimed
funds will revert back to the provider.

m For credit balances that are already due and out-
standing, a careful read of the applicable law may
show that an escheat exemption is available.

m Since each state has unique laws in this area, con-
sult with legal counsel for further analysis.!'

NDA ®

References

1. Cole-Kelly v. Yee, No. 22-cv-02841-HSG, 2023 U.S. Dist. LEXIS 41938, at 3-4 (N.D.
Cal. Mar. 13, 2023).

2.N.C.G.S. § 116B-52(11). See United Daughters of the Confederacy v. City of Win-
ston-Salem, 383 N.C. 612, 643, 881 S.E.2d 32, 55-56 (N.C. 2022).

3. Revised Uniform Unclaimed Property Act, NATIONAL CONFERENCE OF COMMISSIONERS
ON UNIFoRM STATE Laws (July 8-14, 2016). Retrieved at https: //www.uniformlaws.org/
committees/community-home?CommunityKey=4b7c796a-f158-47bc-bsb1-
f3fgabe4o4fa, at § 102(21).

4. Unclaimed Property - Beware of Patient Credit Balances, BAKer TiLy (October 23,
2015). Retrieved at https://www.bakertilly.com/insights/unclaimed-property-be-
ware-of-patient-credit-balances. See generally, V. Katie Davidson, Missing Money
Exposes Health Care Organizations: The Tension Between State Unclaimed Property
Reporting and HIPAA Compliance, 59 U. LouIsvILLE L. REv. 169 (2020).

5. See generally Avaya Inc. v. Ohio DOC, 2021-Ohio-4626, | 32 (Ohio. App. 2021)
(Business-to-business checks fall outside the statutory definition of unclaimed
property under Ohio Stat. § 169.01(B)(2) (b)).

6. See generally, Miranda Helfrich, Unclaimed Property Accounting for Healthcare
Practices, Abams BrowN (May 19, 2022). Retrieved at https://www.adamsbrown
cpa.com/blog/unclaimed-property-accounting-for-healthcare-practices/.

7. California Code Civil Procedure § 1501(e).)

8. California Code Civil Procedure §§ 1530 and 1532.

9. California Code Civil Procedure § 1576. See Taylor v. Western States Land &
Mortg. Co., 77 Cal. App. 2d 869, 176 P.2d 975 (Cal. App. 1947).

10. California Code Civil Procedure § 1577. See Westly v. U.S. Bancorp, 114 Cal.
App. 4th 577, 580, 7 Cal. Rptr. 3d 838, 840 (2003).

11. See Ezra D. Church and Albert W. Shay, What is ‘Unclaimed Property’ and Why
Should Hospitals Care? MorGAN Lewis (January 2, 2018). Retrieved at
https://www.morganlewis.com/pubs/2018/01/what-is-unclaimed-property-and-
why-should-hospitals-care.

12. Luke A. Sims, Unclaimed Property: What Is It, And What are the Risks? JoURNAL
oF AccounTancy (November 1, 2020). Retrieved at https://www.journalofaccount-
ancy.com/issues/2020/nov/unclaimed-property-laws-risks.html. See Fisher v.
Fisher, 23)23 Cal. Super. LEXIS 90826, 25-26 (2023 Cal. Super. San Diego November
27,2023).

13. See Albert v. Franchot, No. 1:22-cv-01558-JRR, 2024 U.S. Dist. LEXIS 13946, at
16 (D. Md. Jan. 26, 2024), citing James v. Hegar, 86 F.4th 1076 (sth Cir. 2023).

14. See Kendall Houghton and Matt Hedstrom, Addressing Unclaimed Property
Challenges, HEALTHCARE FINANCIAL MANAGEMENT ASSOCIATION (June 11, 2019). Retrieved
at https://www.hfma.org/legal-and-regulatory-compliance/healthcare-legal/ad-
dressing-unclaimed-property-challenges/.

15, Smo)lowv. Hafer, 867 A.2d 767, 772 (Pa. Commw. 2005), citing 72 Penn. Stat. §
1301.21).

THANK YOU!

For your support of the
2024 Foundation
Celebration & After Party

) Abbott  Soly. E'DION  nEd

Eea?uf\w}’é CafNow &b MDNOW'

Urgent Care URGENT CARE

@
reckitt

®E QuidelOrtho~ EXPERITY®

In-Kind Donors: Caesars Entertainment, Holland
America, Jewels With A Purpose, KEl Outdoor,
Young Media and Winspire

.\ stretch s grow s prosper
) DRIVINGCHANGE

THE URGENT CARE CONVENTION 2024



