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STATE OF KANSAS

Tim Shallenburger

900 SW JACKSTON ST., SUITE 201 TELEPHONE
TOPEKA, KANSAS 66612-1235 (785) 296-3171

Dear Membersof theKansasL egidature:

Itismy pleasureto present to you this Annual Report of the Kansas State
Treasurer’sOfficefor Fiscal Year 2000.

InthisReport youwill find summariesof thefunctionsof the State
Treasurer’sOfficeaswell asbrief reviewsof each division'sactivitiesduring the
last fiscal year. In some cases, updates on activitiesfrom the current year are
included.

Inparticular, | would liketo draw your attention to two new programs of
the State Treasurer’s Office. The Postsecondary Education SavingsProgram
actually kicked off thefirst day of Fiscal Year 2000. However, because so much
preparatory work had been doneinthelast fiscal year, and becausethisprogramisof suchinterest to Kansas
families, | decidedtoinclude someinformationinthisreport. Likewise, althoughthe Agricultura Production
Loan Deposit Program took effect in the current fiscal year, you will find an updatein the Administration section
of thisreport.

Theactivitiesfor FY 2000 as stated in thisreport reflect the positive impact the State Treasurer’s Office
ishaving onthelivesof Kansans, eveninthistime of tight budgets. Asamatter of fact, my SGF for the current
fiscal yearis17% lower than FY 2001, even whilewe have returned more unclaimed property to more owners,
initiated oneof thefinest college savings programsin the nation and administered anew agricultura loan
program. | am proud that the Treasurer’ sOfficeisdoing morewith less.

Asyou ded with the various problemsand opportunitiesfacing the State of Kansas, be assured that you
have my best wishesand pledge of cooperation.

Sincerdy,

Tim Shdlenburger
State Treasurer



Unclaimed Property

TheUnclaimed Property program seeksto return
unclaimed property to therightful ownersor heirs. Af-
ter a period of dormancy, the reporting business
(“holder”) must remit specified types of abandoned
personal property to the State Treasurer, who
becomes custodian in perpetuity,
preserving theright of

theorigina W
W owner or
heirstoclamthe

property. Property that
may be deemed abandoned in-
cludes. safedeposit box contents, bank
deposits; funds paid toward the purchase of
sharesinafinancid organization; certified checks, drafts
or money orders; unclaimed fundsheld by insurance
companiesunder lifeand property and casudty insur-
ancepolicies; utility deposits; stocksand dividends;
property distributable during thevoluntary dissolution
of businessassociations; property held by courtsand
public officersand agencies, and miscellaneous other
intangible property held by one party for another.

All property that meets statutory requirementsfor
presumption of abandonment must be reported and
remitted to the State Treasurer. Property valued below
$100 may be aggregated together by the holder. Any
person claiming aninterest in such property may then
fileaclamwith the State Treasurer. The Unclaimed
Property Divisionreviewsall claimsfor the return of
abandoned property received by the State Treasurer
for accuracy and completeness.

Unclaimed property informationisstored and pro-
cessed on a personal computer local area network
(LAN) system. On-lineterminasallow immediateref-
erenceto stored information and prompt updating of
files. Holdersmay submitinformation eectronicaly on

Dennis Wilson, Director

diskettes or tapes, aswell aswrittenreportswhich are
keyedinto the system by Unclaimed Property staff.
TheState Treasurer depositsamountsreceived from
thedigposition of unclaimed property into the state gen-
era fund. However, the Treasurer maintainsabalance
intheunclaimed property clamsfund, using
thisbalanceto pay clamsalowed, aswell as
theunclaimed property expensefund, usngthis
balanceto operate the program. After the up-
date of the unclaimed property actin 1994, one
K ansascompany remitted morethan $20 million
of property. It was estimated that approximately
$10million of that amount would be payableto other
states. Consequently, KSA 58-3977 established the
unclaimed mineral proceedstrust fundin 1994, alo-
cating $5 million for the payment of mineral proceeds
claims made by other states. KSA 58-3977 also a-
lowsthe Director of Accountsand Reportsto transfer
an additional amount, not to exceed $5 million, from
the state general fund to the unclaimed mineral pro-
ceedstrust fund with State Finance Council approval.
TheUnclaimed Property program requested the addi-

FY 2000 was by far the most
successful year for the Un-
claimed Property program.
Nearly $19 million of unclaimed
property wastaken in, represent-
Ing an 80% increase over the

previousfiscal year. Unclaimed
property returned to its rightful
owners exceeded $6 million, a
50% increase over the previous
fiscal year’srecord of just over
$4million.




tional $5millionin FY 1998. Thisfund was depleted

during FY 1999. Paymentsto other stateswill now be

paid from the unclaimed property
clamsfund.

FY 2000 wasby far themost suc-
cessful year for the Unclaimed Prop-
erty program. Nearly $19 million of
unclaimed property wastakenin, rep-
resenting an 80% increase over the
previousfisca year. Unclaimed prop-
erty returned toitsrightful ownersex-
ceeded $6 million, a50%increaseover
thepreviousfisca year’srecord of just
over $4 million. (Seechartsbelow.)

Theserecordsreflect anincreased
emphasison securing unclaimed prop-
erty from holdersand returning that
property toitslegitimate owners. A
new advertisng campaign, employing
an*“IndianaJones’ theme, asked Kan-
sansto “searchfor lost treasure.” The campaign used
cabletelevision adsand movietheater dides. Presen-
tationsof large checksto several Kansans, aongwith

|
some of-if

other newsevents, generated virtudly freepublicity for
the program and accounted in part for the 849,897
inquirieson the State Treasurer’sUn-
claimed Property web pageduring the
fiscd year.

During the fiscal year, atotal of
66,678 claims were filed, worth
$10,170,562.

A new featureintroduced during

FY 2000 is the ability to download
clamformsfromthelnternet.
I For the second year, the State
Treasurer took the show on theroad
with the Caravan of Ca$h, amobile
unit that permitsK ansansattending lo-
cal eventsaround the state to search
the more than 300,000 namesin the
unclaimed property database.

The State Treasurer’ sOfficemain-
tained its usual booth at the Kansas
State Fair in September, wherenearly 22,000 inquiries
were made by attendees, yielding 2,855 clamsworth
more than $500,000.

e rmed '||ru;-1~rtl1.'.
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Municipa Bond Services

Carmen Klopping, Director

TheMunicipal Bond Servicesprogramisrespon-
gblefor theregistration of al municipa bondsissuedin
the State. In addition, thisprogram providesregistrar
and paying agent servicesfor themgority of al local
municipal bond issues, aswell asstateissues. During
theyears 1992 through 1995, and againin 1999, the
Agency was selected to servicethe bonds authorized
by the Comprehensive Highway Program of the State
of Kansas.

Asregistrar and transfer agent for approximately
90% of the outstanding municipal bond issuesinthe
State, the State Treasurer maintainsrecordson 30, 500
bond holdersto permit prompt and accurate process-
ing of transactions, aswell astimely paymentsof prin-
cipa andinterest to owners. In addition to the 1,984
bond issuesin registered form, which have beenissued
since 1983, thisprogram aso services 176 bearer-form
issues. When the State Treasurer isnamed thefiscal
agent, afeeischarged to theissuing municipality for
the services provided. Under current law, KSA 10-
506, KSA 10-603 and KSA 10-627, asamended July

1, 2000, amounts are received and deposited in the
State Treasury and credited to the Bond Services Fee
Fund. Fundsare collected from the respective munici-
pditiesin advance of maturitiesto ensuretimely pay-
ments. Paymentsfor al issuessarvicedisagpproximately
$900millionannualy.

The State Treasurer is authorized to charge and
collect feesfor theregistration of bondsfor whichthe
State Treasurer isnot the paying agent. Thesefeesare
credited to the Bond Services Fee Fund and are used
to support the program.

During Fisca Year 2000, 229 new issueswerere-
corded and the Treasurer wasnamed paying agent on
al but 21 of those bond issues. The total principal
amount outstanding on bonds services as of June 30,
2000, wasin excessof $6.7 billion. The Bond Depart-
ment hasestablished aleve of performancewnhichcom-
paresfavorably with that of many other transfer and
paying agents. Theefficiency of thetransfer and paying
agentisbelieved to beanimportant factor influencing
investor willingnessto purchaseaparticular bondis-

State as paying
agent

(91%)

Others as

paying agent
(9%)

New Bond Issues
FY 2000




Fund and $12,089 was credited to the Bond Services
Fee Fund. Although not recorded as such, theinterest
earned on the bond moniesbetween thetimeof rece pt
and subsequent payout has apostiveimpact on funds
availablefor investment and consequently to the State
Generd Fund.

sue, and thereforeisalso believed to affect therate of
interest at which anissue can besold.

During FY 2000, transfersweretimely submitted
99.9% of thetime.

Total feescollected in FY 2000 were $499,981,
of which $487,892 was credited to the State General

FY 1999
Number Amount

FY 2000
Number Amount

BONDS

NEWAESTES

Total registered

State as paying agent
State as paying agent
Transfers

Cancdlled

| ssued
Cdls
Registration fees collected

Standard fees collected

$1,469,093,240
1,152,094,919
6,734,964,048

126,434,500
126,434,500
190,742,115
12,089
499,981

$1,657,757,060
294 1,091,656,073
6,175,240,064

264,876,230
264,876,230
241,626,800
20,555
636,369

TEMPORARY NOTES

$186,753,637

164 $250,277,455

WARRANTS

$944,629,782

$921,041,368

RECEIPTS
Cash & Wire

Interfund

$514,528,099
359,151,065

$656,876,327
307,633,554




Cash Management

The Cash Management program consists of two
subprograms: Aidto Local Unitsof Government and
Item Processing. While each of these subprograms
serves adifferent function, they each serveasare-
ceiver and/or disburser of Statemonies.

Through the Aid to Local Units of Government
Subprogram, the State Treasurer distributesvarious
moneysto city and county governmentsaccording to
statutory provisions. Theseinclude: (1) local ad valo-
remtax reductionaid, (2) county and city revenueshar-
ingaid, (3) local acoholicliquor fund, (3) local sales
and usetax, (4) specid city and county highway fund,

Carol L. Sorague, Director

(5) rental motor vehicleexcisetax aid, and (6) tax in-
crement financing revenuerepl acement fund.

Theltem Processing Subprogramisresponsiblefor
theaccurateand timely receipt, recording and deposit-
ing of all State moneysand also for the accurate re-
cording of dl disbursementsmadethroughthewarrant
writing process. A vital part of the Item Processing
Subprogramisto ensure that the money depositedin
any Kansasbank issecured, either by FDIC coverage
or by proper collateralization. Additionally, thissub-
programisresponsblefor improving the State'scash
management practices.

Deposits Received, FY 2000 and FY 1999

FY 2000 FY 1999
Checks $5,090,660,862 $5,170,613,372
Electronic 6,883,615,797 6,313,141,806
Cash & 767,101,237 786,755,569
Miscdlaneous
Totds $12,741,377,896 $12,269,510,747

Breakdown of
Deposits Received
FY 2000

Cash &
Miscellaneous

Electronic
54%




Distributions to Counties and Cities, FY 2000 and FY 1999
FY 2000 FY 1999

Local Ad Valorem Reduction Fund $57,902,971 $55,121,894
County & City Revenue Sharing Fund 36,931,689 36,566,027
Local Alcoholic Liquor Fund 15,808,675 14,911,740

Specia City & County Highway 149,793,684 139,630,146

Highway Equalization 2,500,000 2,500,000
Local Sales & Use Tax 513,552,162 470,248,323
Rental Motor Vehicle Tax 2,578,541 2,618,506
TIF Revenue Replacement Fund 607,405 363,082
Transient Guest Tax 16,813,900 15,891,284

Total Distributions $796,489,027 $737,851,002

Transient

Guest Tax

2%

Local Ad Valorem
Reduction Fund
7%

TIF Revenue
Replacement Fund
<1%

Rental Motor
Vehicle Tax
<1%

County & City
Rev. Sharing Fund
5%

Local Alcoholic
Liquor Fund
2%

Special City and
County Highway
19%

Distributions to
Counties and Cities
FY 2000

Highway
Equalization
<1%




Administration

Peggy Hanna, Asst. Treasurer

Agricultural Production Loan
Deposit Program

TheKansasAgricultural Production Loan Deposit
Programwascreated by the2000 L egidaturetomake
production loans available to Kansas individuals,
familiesand farming corporationswhosecurrent debt
might otherwisemakeit difficulttofindfinancing. The
State Treasurer was given responsibility under the
statutefor administering thisnew program.

Thepurposeistoprovideincentivesfor themaking
of agricultural productionloansby “eligiblelending
institutions,” defined asbanksthat areeligibleto be
depositoriesof statefundsor institutionsof the Farm
Credit Systemif they providesecuritiesacceptableto
the Pooled Money Investment Board. An “eligible
borrower,” under thebill, isany individual, limited
liability agricultural company, limited agricultural
partnership, or family farm corporation asdefined by
the Kansas Corporate Farming Law involved in
farming.

Theseareneither stateloans, nor loansguaranteed
by thestate. Rather, thestatehasoffered $50 millionin
deposit loansto eligible lending institutions at two
percentage points below the market rate. The
ingtitution, in turn, may lend the money out for
agricultural production loans at no more than two
percentage pointsabovethemarket rate, providingthe
lender withuptoafour-point margin. Thelaw provides
for theresetting of theinterest rateannualy onthefirst
businessday of theyear.

Theprogramrequiresthat thelendinginstitution
apply dl usud lending standardsto determinethecredit
worthinessof borrowers. Under theprovisionsof the
gatute, nosingleagricultura productionloantoany one
borrower may exceed $250,000. L oansaremadeonly
toeligibleagricultural borrowerswho havedebt-to-
asset ratios of 40 percent or greater, and cannot be
amortized for aperiod of morethan eight years. The
borrower isrequiredtocertify that thereducedrateloan
will beused exclusvely for operating expensesinvol ved
infarming.

TheState Treasurer’ sOfficeactively promotedthe

program—disseminatinginformationandprovidingloan
packagestodigiblelendingingitutions. Theingtitutions
forwardedtotheTreasurer anagricultural production
loandepositloan package, whichincludedinformation
regarding the amount of the loan requested by each
eligibleborrower aswell asother information, suchas
thetermof theloan.

Theinterest intheseloanswasnothing lessthan
astounding. Thenew law took effect on July 1 and $50
millionin statefundsbecameavailablethefollowing
Monday, July 3. By theend of that day, morethan $40
million had been claimed by banksand other lending
ingtitutionsfor loansthey hadarranged. By mid-morning
onWednesday, July 5, al fundsintheprogramwere
exhausted. Some of theseloanswere short-termand
havealready beenrepaid. Asthelendinginstitutions
forwardrepaid principal back tothestate, thesefunds
aremadeavailablefor additiona loans.

The new law also permits state banks, national
banking associ ations, production credit associations, or
agricultura credit associationschartered by theFarm
Credit Administration, which extend or renew
agricultural productionloanstoeligibleagricultural
borrowerstoclaimatax credit under certain conditions.
Inorder toobtainthetax credit, thelendersarerequired
to maketheagricultural productionloansat |east one
percentagepoint below theprimeinterest ratespecified
by thebanksfor equally collateralizedloans, orinthe
case of production credit associations, at least one
percentage point below the lowest agricultural
productionloansbeing made by them. Theloanswill
haveto bemadebetweentheeffectivedateand July 1,
2004.

Thelaw limitsthetax creditby dlowingthecreditto
be based on interest rate reductions on the total
principal amount not exceeding 15 percent of
agricultural productionloans. Likewise, inthecaseof
production credit associationsand agricultural credit
associations, thebaseamount will be 15 percent of the
agricultural productionloansfor calendar year 1999 as
reported tothe Farm Credit Administration. Further,
thetax credit onany oneagricultural productionloanis



Selected Statistics of
Agricultural Production
Loan Deposit Program

FY 2000

Participating Banks

Participating Farm Credit
System Offices

Initial Loans Funded

$ amount of initial
loans funded $50 million
Loans paid off 35

Loans not funded
(money returned)

Subsequent loans funded

$ amount of
subsequent
loans funded $4.994 million
$ amount of loans

currently waiting

to be funded $1.3 million

not to exceed an amount equal to three percent per
annumontheunpaid principal balanceof theloan.

Thelaw setsthetax credit at theamount by which
interestincomehad beenreduced. Thetax creditfor any
taxableyear will not bepermitted to exceed one-fifth of
thetotal tax credit, withtheunusedtax credit available
tobeusedinfutureyearsasacredit against tax liability.
Thecreditfor any tax liability will beusedfor taxable
yearscommencing after December 31, 1999.

Theinterest ratereduction provided by thelaw may
be applied only when the eligible borrower can
reasonably be expected to service the principal and
interest for theterm of theloan.

Ingtitutionsclaimingthetax credit could not usethe
funds provided as a part of the Kansas Agricultural
Production Loan Deposit Programtoqualify for thetax
credit.

Office Remodeling

The State Treasurer’s Office is undergoing a
physical transformation. Utilizingunused dollarsfrom
prior years budgets, the Treasurer wasableto partner
withthe Department of Administrationto upgradethe
1970sstyledecor inthesecondfloor officesof Landon
State Office Building. What had probably been state-
of-the-art finishesin 1979 had becomejust plainold
looking. If you havenot experiencedthe” yelowlights’
in the main area of the office, you may not truly
appreciatetherenovations. Also, ashappensin most
offices, thefurnishingshad been accumul ated over the
yearsandwerelesspractical.

Wethink the publicwill find theofficemoreinviting
ingppearanceand thestaff will beableto function more
effectively. The new plan wasdesigned with balance
and efficient use of spaceinmind.



K ansas Postsecondary Education Savings Program

TheKansas Postsecondary Education SavingsPro-
gramwas created by the 1999 Kansas L egislatureto
authorizetheestablishment of savingsaccountsfor most
formsof higher education. Theprogram permitsindi-
vidual sand organizationsto contributeto accountsto
pay postsecondary education expensesfor individuas
they designate or for themselves.

The State Treasurer administersthe program. Dur-
ing the past year, the Treasurer devel oped rulesand

LEARNING
%g EM
EDUCATIONYSAVINGS PROGRAM

regulationstoimplement the program. Beginningin FY
2002, thiswill beaself-funded program.
Thereareattractivefedera and state tax benefits
to personswho open these accounts. Both federa and
datetaxeson theearningsderived fromtheinvestments
aredeferred until themoney iswithdrawn. At that time,
thetax dueiscaculated a the beneficiary’srate, which
should belower than that of the account owner. Inad-
dition, Kansas residents may deduct upto $2,000in
contributionsannually for each beneficiary. A married
couplefilingjointly may deduct up to $4,000 annually
for each beneficiary. Thereisnolimit onthe number of
beneficiariesfor whom accounts may beestablished.
In December 1999, following anegotiated bid pro-
cess, Treasurer Shallenburger contracted with Ameri-
can Century Investments as the program manager.
Under the direction of the State Treasurer, the pro-
grammanager isrespongblefor marketing theprogram,
opening and admi ni stering customer accounts, Mmanag-
ing investments, responding to customersand report-
ingtothe Treasurer. Itistheresponsibility of the Trea
surer to ensurethat the program complieswith federa
Internal Revenue Code section 529, which dlowsstates
toimplement these programs. Each year the Treasurer

10

Blanche Parks, Director

will establishacontributionlimit per account whichwill
limit total contributionsfor each student by theaverage
expensesof fiveyearsof higher educationinmidwestern
states. That limit for calendar year 2000 was set at
$127,000. Becausethe Treasurer must dso stay closdly
involved inthe ongoing program, adirector washired
towork with the program manager and to promotethe
program throughout the state.

Pursuant to the enabling statute, thefirst deposits
were accepted on July 1, 2000.

Any person (the account owner) may open an ac-
count for any other person (the beneficiary) andisnot
restricted to family members. When an account is
opened, abeneficiary isnamed, aninvestment track is
chosen (conservative, moderate or aggressive) and the
year of graduation is selected. The program manager
will invest thefundsbased upon these decisions.

After the account is opened, the account owner
doesnot have control over theinvestment strategy but
doeshave control over theaccount for the purposeof:
1) closing the account (after atwo-year waiting pe-
riod); however, thewithdrawal would besubjecttoa
10% penalty on any earningsand could be subject to
taxation;

State Treasurer Tim Shallenburger
talks with a parent about the Learn-
ing Quest Education Savings Pro-
gram at the Kansas State Fair in
September.




State Treasurer Tim
Shallenburger looks on as
Gov. Bill Graves opens a
Learning Quest Educational
Savings account for First
Daughter Katie in July.

2) transfering the account to another beneficiary who
must berelated to the origina beneficiary, or directing
the program manager to pay educational expensesfor
thebeneficiary.

Education expenses, asdefined in section 529 of
thefederd Interna Revenue Code, includestuition, fees,
books, room and board (in certain cases), suppliesand
other expensesrequired for the beneficiary’sfield of
study. The expenses may be paid only to accredited
postsecondary ingtitutionseligibleto participateinfed-
era student aid programs.

Kansas|aw doesnot limit the student to attend a
Kansas school.

If thebeneficiary dies, becomesdisabled or receives
ascholarship, the account owner may withdraw all or
part of thefundswith no pendty, or fundsmay betrans-
ferredto afamily member of theorigina beneficiary.

Thefeaturesof the Learning Quest program have
quickly established Kansasasone of thenation’slead-
ersin promoting savingsfor higher education. Shortly
after the program debuted in July, Kiplinger’sMaga-
Zinenamed L earning Quest one of thenation’sTop 10
College Savingsprograms. The savingforcollege.com
web site gavethe Kansas program a“5-Cap Rating,”
itshighest rating for collegesavingsprogramfor in-state
students.

Vital Stats of
Learning Quest Education Savings Program
thru December 31, 2000

Number of accounts opened 7,842
Number from Kansas 4,216
Number from other states 1,351

Total assets $29.7 million

Calls to 800 number

Hits on Learning Quest
web site

Requests for Learning
Quest enrollment kits
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