INITIAL STATEMENT OF REASONS

The State Controller’s Office proposes amendments to 2 CCR 8§ 1155.250 and 1155.350.
2 CCR 8 1155.250

Code of Civil Procedure section 1532 sets forth requirements for remitting unclaimed property to
the State Controller’s Office. California Code of Regulations, title 2, section 1155.250 was
initially adopted to set forth specific procedures for remitting funds by electronic funds transfer.
The proposed amendments to section 1155.250 will update incorporated Forms SCO EFT-1 and
SCO EFT-3, and remove language requiring prior approval to remit funds by Fedwire. The
proposed changes are necessary to accommodate changes in vendor contracts, technology, and
statutory authority.

To begin, Section 1155.250 will be amended to incorporate the 01/11 revision of Form SCO
EFT-1 rather than the 03/98 version of the same form. The 01/11 revision will make a few non-
substantive changes, but it also contains three material changes. First, the 01/11 revision will
grant holders the option to provide the “Bank Transit Routing Number and Bank Account
Number” on company letterhead instead of submitting a voided check. This change is necessary
because a voided check is no longer required for processing electronic funds transfers due to a
change in the third party vendor contract and updates in technology. Second, the 01/11 revision
will provide two fewer options for the method of communication for ACH Debit than the 03/98
version. This change is also needed to reflect a change in the vendor contract and updates in
technology. Third, the 01/11 revision will add the following language under the “ACH
CREDIT” section: “I have verified our company’s Financial Institution can originate an ACH
Credit transaction in the required record field.”” This change is also necessary to reflect a
change in the vendor contract. It should also be noted that the provisions for “International
Funds Transfer,” which were contained on the 01/98 version of Form SCO EFT-3 have been
relocated to Section IV on 01/11 revision of Form SCO EFT-1. This is merely a format change
as no additional information is required for International Funds Transfer.

Next, Section 1155.250 will be amended to incorporate the 01/11 revision of Form SCO EFT-3
instead of the 01/98 version of Form SCO EFT-3. The 01/11 revision of Form SCO EFT-3 will
remove the reference to “International Funds Transfer.” This change is necessary because the
“International Funds Transfer” provision will be relocated to Section IV of Form SCO EFT-
1(01/11). This change will also be reflected in the title of the form. The form name will be
changed from “Authorization To Remit by Fedwire Or International Funds Transfer And
Registration Form” to “Authorization for Remittance by Fedwire.” This title change has no
regulatory effect; it simply reflects a change in the fields included within the form. The 01/11
revision of Form SCO EFT-3 also deletes the “Reason” field from Section Il. This change is
needed to reflect the statutory change. The authority to require holders to provide a reason to
remit by Fedwire was removed from Code of Civil Procedure section 1532 by Stats. 2003, c. 228
(A.B. 1756). Therefore, the “Reason” field should no longer be included on the form. Other
changes made by the 01/11 revision are non-substantive.
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Lastly, the proposed amendment to Section 1155.250 will delete the language of Section
1155.250 requiring prior approval to remit funds by Fedwire. This change is necessary to
accommodate the repeal of statutory authority. Prior to 2003, Code of Civil Procedure section
1532, subdivision (g)(5) stated:

Electronic funds transfer may be made by Fedwire only if prior approval is
obtained from the Controller and the holder is unable, for reasonable cause, to
make payment pursuant to paragraph (2) or (3).

The above language was deleted from Code of Civil Procedure section 1532 by Stats. 2003, c.
228 (A.B. 1756). With the statutory authority repealed, the State Controller’s Office may not
require holders to seek approval or explain the need to remit by Fedwire. Consequently, the
regulatory language requiring prior approval must be deleted.

2 CCR § 1155.350

California Code of Regulations, title 2, section 1155.350 was initially adopted to set forth
procedures for remitting funds by ACH Debit as required by Code of Civil Procedure section
1532. The proposed amendments will update Form UFS-1 and delete the reference to Form UP-
27. These changes are necessary to ensure the continued efficient operation of unclaimed
property reporting pursuant to Code of Civil Procedure sections 1530 and 1532, as set forth in
more detail below.

The proposed amendments to Section 1155.350 will update Form UFS-1 from the 02/98 revision
to the 05/12 revision. The 05/12 revision makes a few non-substantive changes, and six material
changes from the 02/98 version. The first material change to Form UFS-1 is a clarification
regarding the report type and due date. The 02/98 version required the holder to fill in the due
date. The form also contained language indicating two possible due dates. The 05/12 revision
provides five check boxes to indicate the report type and due date. This revision is necessary due
to changes in statutory reporting deadlines and reporting requirements. A split reporting
requirement (“notice report” and “remit report™) was added by Stats. 2007, c. 179 (S.B. 86).
Under the split reporting requirement, four possible due dates exist: two for the “notice report”
and two for the “remit report.” In addition to these due dates, the possibility exists that a holder
may need to submit a “supplemental notice report” when the holder additional properties are
reported after the “notice report” has been filed. The 05/12 revision accounts for this possibility
by including a check box for the holder to indicate a “supplemental notice report” filing. The
form also includes language to clarify the use of the “supplemental notice report” box. These
changes are necessary to enable State Controller’s Office staff to quickly and accurately
determine whether the proper report has been submitted as required by Code of Civil Procedure
sections 1530 and 1532.

The second material change to Form UFS-1 is the additional requirement that the holder include
the report identification number when submitting the UFS-1 for a “remit report.” A unique
report identification number is assigned when the holder files the “notice report.” This revision
reflects changed operational needs created by split reporting requirement noted above. The
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additional requirement is necessary to enable State Controller’s Office staff to quickly and
accurately associate the “remit report” to the corresponding “notice report” filed by the holder.

The third material change to Form UFS-1 is the addition of “Holder Agent Contact” information.
Holders of unclaimed property often contract with an agent to handle the reporting of unclaimed
property reporting. In many instances, Controller’s Office staff must contact the agent to
facilitate the completion of the unclaimed property reports. Accordingly, the addition of “Holder
Agent Contact” information is necessary to aid in the timely completion of unclaimed property
reports as required by Code of Civil Procedure sections 1530 and 1532.

The fourth material change to Form UFS-1 is a change in how the unclaimed property totals are
reported. The 02/98 version required the holder to report the total for properties $50 and over,
the total for properties $50 and over without names, the total for properties $49.99 and under,
and the total number of shares. The 05/12 revision requires only the total dollars
reported/remitted and the total shares reported/remitted. The revision is needed because the
Controller’s Office no longer provides separate treatment for such properties. Because all
properties are treated the same, the more detailed reporting requirements are no longer necessary.
In addition to these changes, the 05/12 revision requires the holder to indicate whether the report
includes safe deposit boxes. This change is necessary for internal processing of the report.
Specifically, the change enables Controller’s Office staff to know whether the report information
should be forwarded to the Safe Deposit Unit of the Unclaimed Property Division.

The fifth material change to Form UFS-1 is the additional requirement that the holder provide
contact information for the holder’s Chief Executive Officer (CEO) or Chief Financial Officer
(CFO). This addition is needed because the State Controller’s Office has occasionally
encountered difficulties in contacting holders regarding various aspects of the unclaimed
property reporting process. In the past, staff has found success by reaching out to a holder’s
CEO or CFO. Because such contact information is not presently required, staff must spend time
searching for the contact information through websites and other publicly available avenues.
This revision is necessary to aid staff in the timely completion of unclaimed property reporting
matters.

The sixth material change to Form UFS-1 is the addition of “Demutualization Proceeds” under
Section H on the 05/12 revision. The section requires the holder to indicate whether the property
on the report includes proceeds from a demutualization. If so, the holder must provide the date
of the demutualization, and check the box that describes the reported proceeds. This change is
necessary to accommodate a statutory addition of Code of Civil Procedure section 1515.5 (added
by Stats. 2003, c. 304 (A.B. 378), § 2). Section 1515.5 sets forth three escheatment periods
which are applicable solely to demutualization proceeds. Demutualization proceeds escheat
immediately if the address of the owner is known to be incorrect pursuant to Section 1515.5,
subdivision (a); demutualization proceeds escheat two years from the date of demutualization if
the distribution is mailed to the owner, but returned by the post office as undeliverable pursuant
to Section 1515.5, subdivision (b); and demutualization proceeds escheat three years from the
date of demutualization if the distribution is mailed to the owner, and not returned by the post
office as undeliverable pursuant to Section 1515.5, subdivision (c). Because of these specialized
escheat schedules for demutualization proceeds, the addition of “Section H-Demutualization
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Proceeds” is necessary to enable Controller’s Office staff to determine whether the unclaimed
property report has been timely submitted. Section H serves this need by requiring the holder to
check the box that appropriately describes the reported proceeds.

The proposed amendment to 2 CCR § 1155.350 will also delete the reference to Form UP
27(02/98). The reference to Form UP 27 should be removed because the State Controller’s
Office no longer uses the form. The State Controller’s Office has determined that Form UP 27 is
no longer necessary because it does not include any additional information beyond the
information listed on Form UFS-1.

Economic Impact Assessment
Adoption of these amendments will not:

(1) create or eliminate jobs within California;

(2) create new businesses or eliminate existing businesses within California;

(3) affect the expansion of businesses currently doing business within California;

(4) affect the health or welfare of California residents, worker safety, or the state’s environment.

Technical, Theoretical, and/or Empirical Studies, Reports or Documents in Proposing the
Adoption of These Amendments.

The State Controller did not rely upon any technical, theoretical, or empirical studies, reports or
documents in proposing the adoption of these amendments.

Reasonable Alternatives to the Regulation and the Agency’s Reasons for Rejecting Those
Alternatives.

No other alternatives were presented to, or considered by, the State Controller.

Reasonable Alternatives to the Proposed Regulatory Action that Would Lessen Any Adverse
Impact on Small Business.

The State Controller has not identified any adverse impacts on small businesses.

Evidence Supporting Finding of No Significant Statewide Adverse Economic Impact Directing
Affecting Business.

The State Controller has determined that any adverse economic impact to businesses would be
negligible because these amendments do not impose additional requirements on businesses. As
currently enacted, 2 CCR 88 1155.250 and 1155.350 require businesses to provide specific
information when submitting an unclaimed property report. The amendments to 2 CCR 88
1155.250 and 1155.350 set forth some variations in required information on Form UFS-1, EFT-
1, and EFT-3, but do not impose more burdensome requirements.
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