- NICOLE GALLOWAY, CPA

Missouri State Auditor
May 12,2017
Kristen Ansley
Missouri Alliance for Freedom
P.0. Box 26777
Kansas City, MO 64196

Re: Missouri Sunshine Law
Dear Ms. Ansley:

On May 9, 2017, the records custodian for the State Auditor's Office received your
sunshine law request in which you asked for records relating to the audit of the Missouri Office
of State Treasurer. ‘ .

As to your request for records relating to the audit of the State Treasurer's office, I have
attached a copy of the document résponsive to your request. A copy of the audit is also available

at https://app.auditor.mo.gov/AuditReports/CitzSummary.aspx?id=555. The remaining requested
information is confidential under Sections 29.070, 29.200.17, 32.057, 610.021(14), and
610.021(17), RSMo.

Should you have any questions, please feel free to comtact me at
barbara. wood@auditor.mo.gov or at 573-751-4268.

Sincerely,

g ans

Barbara Wood
Senior Counsel

P.O. Box 869 e Jefferson City, MO 65102 « (573) 751-4213 o FAX (573) 751-7984
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Nicole Galloway, CPA  ITIZENS SUMMARY

Findings in the aundit of the Office of State Treasurer

Background

“The Office of State Treasurer is an eclective office as provided in the

Missouri Constitution. The duties of the State Treasurer as defined by
Article TV Section 15 are to be the custodian of all state funds; to determine
the amount of state monies not needed for current operating expenses; and
to invest such monies in interest-bearing time deposits at Missouri banking
institutions selectad by the State Treasurer and approved by the Governor
and State Auditor, shortterm U.S. government securities, or certain
allowable commercial paper and banker's acceptances. -

The State Treasurer operates in four major functional areas (1) accounting
and banking services, (2) disbursements and records, (3) investments and
deposit programs, and (4) unclaiined property. Auditors reviewed policies
and procedures and financial records, interviewed personnel, and selected
transactions related to those four major areas.

Findings

“The andit identified no significant deficiencies in infernal controls, 1o
significant noncompliance with legal provisions, and no significant
deficiencies in management practices and procedures. No findings resulied
from this audit.

*The rating(s) cover only andited arsas and do not reflect an opinion on the overall operation of the entity. Within that context, the rating
scale indicates the following:

Exceltent: The audit resnlts indicate this eatity is very well managed. The report contains no findings. In addition, if applicable, prior
recommendstions hiave been implentented.

The audit results indicate this entity is well managed, I’hemponoMnsfewﬁndmgs,mdﬂnenﬁtyhasmdxmdmostorall
recommendations have already been, or will b, implemented, In addition, if epplicable, many of the prior recommendations

Good:

Fair:

Poor:

have been tmplemented.

Ihsaud;tmsultsindacamthmenhiynbedsmmpmveopmmsewmlmas The report contains scveral findings, or one or

" more findings that require management's hnm&mmmmmﬂ!mﬂleemhasuﬂmdmemlmmmmethmwmmt

be implementsd. In addition, if applicable, several prior recommendations have not been implemented.

Thsauditresuhsmdimhth:senﬁtymedshmgmﬁcaﬂbmpmveopmﬁons. The report contains numerous findings that
's immediate attention, and/or the entity has indicated most recommendations will not be implemented. In

addmon, if applicable, most prior recommendstions have not been implemented.
All reports are available on onr Web site: anditor.mo.gov -
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NICOLE GALLOWAY, CPA

Missouri State Auditor
Honorable Clint Zweifel
and
Honorabie Eric Schmitt, State Traasurer
Jefferson City, Missouti

We have audited certain operations of the Office of State Treasurer, in fulfillment of our duties under
Chapter 29, RSMo. The scope of our audit included, but was not necessarily limited to, the year ended
June 30, 2016. The objectives of our audit were to:

1. Evaluate the office’s infernal controls over significant management and financial
functions.

2 Evaluate the office's compliance with certain legal provision_s.

3 Evaluate the economy and efficiency of certain management practices and procedures,
including certain finencial transactions.

Our methodology included reviewing minutes of meetings, written policies and procedures, financial
records, and other pertinent documents; interviewing various personnel of the office; and testing selected
" transactions. We obtained an understanding of internal controls that are significant within the context of
the ‘audit ohjectives and assessed whether such controls have been properly designed and placed in
operation. We tested certain of those controls to obtain evidence regarding the effectiveness of their
design and operation. We also obtained an understanding of legal provisions that are significant within the
context of the audit objectives, and we assessed the risk that illegal acts, including frand, and violations of
applicable contract, grant agreement, or other legal provisions couid occur. Based on that risk assessment,

we designed and performed. procedures to provide reasonsble assurance of detecting instances of

noncompliance significant to those provisions.

 'We conducted our audit in accordance with the standards applicable to performance audits contained in
Government Auditing Standards, issued by the Comptroller Geperal of the United States. Those standards
require that we plan and perform our audit to obtain sufficient, appropriate evidence to provide a
reasonable basis for our findings and conclusions based on our audit objectives. We believe that the
evidence obtained provides such a basis. -

The accompanying Organization and Statistical Information is presented for informational purposes. This
information was obtained from the office's management and was not subjected to the procedures applied
in our audit of the office. ‘




For the areas audited, we identified (1) no significant deficiencies in internal controls, (2) no significant
noncompliance with legal provisions, and (3) no significant deficiencies in management practices and
procedures. No findings resulted from our audit of the Office of State Treasurer.

Nicole R. Galloway, CPA
State Auditor

The following auditors participated in the preparation of this report:

Director of Audits:  Douglas J. Parting, CPA, CFE

Audit Manager: Jeannette Eaves, CPA
In-Charge Auditor; Gayle Garrison
Audit Staff: Jermifer Anderson
Albert Borde-Koufie, MBA
Margie Freeman, CPA

Binju Gaire




Office of State Treasurer -
Organization and Statistical Information

The office of State Treasurer is an elective office as provided in the
Missouri Constitution. The duties of the State Treasurer as defined by
Article TV Section 15 are to be the custodian of all state funds; to determine
the amount of state monies not needed for current operating expenses; and
to invest such monies in interest-bearing time deposits at Missouri banking
institutions selected by the State Treasurer and approved by the Governor
and State Auditor, short-term U.S. government securities, or certain
allowable commercial paper and banker's acceptances.

The Office of State Trzasurer operates in four major functional areas (1)
accounting and banking services, (2) disbursements and records, (3)
investments and deposit programs, and (4) unclaimed property.

The accounting and banking services area (1) maintains a fund accounting
system to fulfill a statutory responsibility to keep separate accounts of the

funds of the state and to allocate investment interest to funds, {2) maintains

ledger controls on fund balances and appropriations to assure that no check

is issued that exceeds the lawful appropriated balances, (3) controls receipt

of statc monies collected by state agencies and deposited in local banks

throughout the state, (4) reconciles bank activity to receipt and disbursement

activity reflected on the state books, (5) determines the amount of state

monies not needed for current operating expenses, and (6) confirms daily

disbursements with the bank as certified by the Office of Administration.

The disbursements and records area provides processing support to other
areas of the office by (1) retrieving state checks, and (2) controlling and
processing outlawed checks and processing amd verifying claims for
replacement checks,

The investments area places state monies not needed for current operating
expenses in interest-bearing time deposits, U.S. government and agency
securities, ‘commercial paper, banker's acceptances, amnd repurchase
agreements. This area also administers the State Treasurer's statutory finked
deposit program and monitors and accounts for the collateralization of state
funds.

The Unclaimed Property Division administers Missouri's Unclaimed
Property Act (Chapter 447, RSMo). The Unclaimed Property Division is
responsible for (1) ensuring unclaimed property is reported, (2) receiving
and recording reports of unclaimed property, (3) depositing unclaimed funds
to the Abandoned Fund Account Fund, (4) maimaining custody and

safelceepmg of abandoned or unclaimed physical property, and (5)

processing owner claims for abandoned funds or physical property.

On January 14, 2013 Clint Zweifel was inaugurated for his second tetm as
 the forty-fifth Treasurer of the state of Missouti. His term expired on
January 9, 2017,




Office of State Treasurer ‘
Organization and Statistical Information

Financial Activity

On January 9, 2017, Bric Schmiit was inaugurated as the forty-sixth
Treasurer of the state of Missouri. His term will expire in January 2021,

As of June 30, 2016, the office had 44 full-time positions to assist in the
accomplishment of its mission.

A summary of the office's operating financial activity, cash and investment
balances, and investment income is presented in the following Appendixes
and in the Notes to the Appendixes.




Appendix A

Office of State Treasurer

Combined Statement of Receipts, Disbursements, and Changes in Cash and Investments
Year Ended June 30, 2016 '

TREASURER'S GENERAL OPERATIONS FUND

Receipts $ 2615327
Disbursements ' 1,855,243
Receipts Over (Undet) Disbursements 760,084
Transfers In _ 0
Transfers Out (703,359)
Receipts Over (Under) Disbursements and Transfers 56,725
Cash and Investments, July 1 1,769,900
Cash and Tnvestments, June 30 ' $ 1826625
TREASURER'S INFORMATION FUND
Receipts $ 319
Disbursements 927
Receipts Over (Under) Disbursements 608
Transfers In ¢
Transfers Out 0
Receipis Over (Under) Disbursements and Transfers (608)
Cash and Jnvesiments, July 1 ' 2,115
Cash and Tnvestments, June 30 $ 1,507
CENTRAL CHECK MAILING SERVICE REVOLVING FUND
Receipts 8 91,416
Disbursements ' ‘ 82,524
Receipts Over (Under) Disbursements 8,892
Transfers In 0
Transfers Out ¥ (6,835)
Receipts Over (Under) Disbursements and Transfers 2,057
Cash and Invesiments, July 1 , 5,575

Cash and hvestments, Juze 30 b 7,632




Appendix A

Office of State Treasurer ,

Combined Statement of Receipts, Disbursements, and Changes in Cash and Investments
Year Ended June 30,2016

ABANDONED FUND ACCOUNT FUND

Receipts $ 94,099,822
Disbursernents : 40,822,147
Receipts Over (Under) Disbursements 53,277,675
Transfers In® 2,763,060
Transfers Out @ (54,232,536
Receipts Over (Under) Disbursements and Transfers 1,808,199
Cash and Investmens, July 1 33,746,926
Cash and Investments, June 30 ' $ 35,555,125
: I
Total Cash and Investments, Jme 30, All Funds $ 37,390,889
#

The accompanying Notes to the Appendixes are an integral part of this statement,

O Transfers Out generally include paymest for fringe benefits and cost altocation plan.

@ Transfers In generally involve the receipt of outdated state checks by the Abandoned
Fund Account Fund.

@ Transfers Out generally include payments for fiinge benefits, distribution of excess cash
balance of the Abandoned Fund Account Fund to the General Revenue Fund and the State
Public School Fund, and distribution of cerfain unclaimed property values to the Mental
Health Trust Fund in accordance with state laws.
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Appendix E

Office of State Treasurer
Comparative Statement of Interest Received on Pooled Investments

Year Ended June 30,
2016 2015 2014 2013 20612
INTEREST RECEIPTS
Appropriated funds $ 23,254,495 21,614,688 23,995,693 25,130,293 28,717,943
Non-appropriated funds 0 1,555 808 1,473 6,539
Total Interest Recelpts $ 2352545495 21!516,243 23,996i501 25,1315766 28i 2&482

The accompanying Notes to the Appendixes are an integral part of this statement.
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Notes to the Appendixes

1. Basis of Presentation

Office of State Treasurer :
Organization and Stafistical Information

Amounts - presented in Appendixes A through E are reported on the

budgetary or cash basis of accounting. The budgetary basis recognizes
revenues as cash is received and expenditures as cash is disbursed. Missouri

issued a Comprehensive Annual Financial Repost (CAFR) for the fiscal year

ended June 30, 2016, in conformity with generally accepted accounting
principles as prescribed by the Governmental Accounting Standards Board.
The financial activity of the Office of State Treasurer is included in the
CAFR.

The amounts presented in Appendix A represent receipts, disbursements,
transfers, and cash and investment balances of funds that are dedicated to
the activities and programs of the office. :

The amounts presented in Appendixes B and C represent funds approptisied
to the office by the Missouri General Assembly and expended by the office.

The amounts presented in Appendixes D and E represent all fonds in the
state treasury and all trust funds in the custody of the State Treasurer.

State treasury funds are subject to appropriation; trust funds are not. The
appendixes do not include amy funds or investments that are not in the

~ custody of the State Treasurer.

2. Cash and Investments

Article IV, Section 15 of the Missouri Constitution establishes the State
Treasurer as custodian of all state finds and funds received from the U.S.
govemmant. This section further authorizes the State Treasurer to place all
such monies on iime deposit, béaring interest, in Missouri banking
institutions selected by the State Treasurer and approved by the Goveror
and the State Auditor, or in obligations of the U.S. government ot any
agency or instrumentality thereof maturing or becoming payable not more
than 5 years from the date of purchase, In addition, the State Treasurer may
enter. into repurchase agreements maturing and becoming payable within 90
days secured by U.S. Treasury obligations or obligations of U.S.

government agencies or instrumentalities of any maturity, as provided by -

law. The State Treasurer may also invest in banker's acceptances issned by
domestic commercial banks possessing the highest rating issued by at least 2
pationally recognized statistical rating orgamzauons and in commercial
paper, issued by domestic corporations receiving the highest rating issued
by at least 2 nationally recognized statistical rating organizations.
Investments in bankers acceptances and commercial paper shall mature and
become payable not more than 180 days from the date of purchase, maintain
the highest rating throughout the duration of the investment and meet any
other requirements provided by law. The State Treasurer shall prepare,
maintain, and adhere to a written investment policy that shall include an

12




Office of State Treasurer
Organization and Statistical Information

Deposits

Investrments

Investments in Custody of Stafe
Treasurer - June 30,2016

3. Demand Deposit and
Collection Accounts

asset allocation plan limiting the total amount of state money that may be
invested in each investment category authorized by law.

The State Treasurer maintains approximately 201 demand deposit bank
accounts fhroughout the state. These accounts include collection accounts
for various state agencies and the state's primary operating accounts. Cash
balances in the state's operating accounts that are not needed for immediate
use are invested, :

The State Treasurer's deposits at June 30, 2016, were entirely covered by
federal depositery insurance or by collateral securities held by the cusiodial
banks in the State Treasurer's name.

To protect the safety of state deposits, Sections 30.270 and 110.020, RSMo,
require depositaries to pledge collateral securities to secure deposits not
insured by the Federal Deposit Insurance Corporation.

The State Treasurer's investments at June 30, 2016, are listed by iype below
to give an indication of the level of risk assumed by the state at year end. All
investments are insured or registered, or have collateral held by the State
Treasurer or & custodial bank in the state's nane.

Reported Amount Fair Value

Time deposits $ 461,744,279 461,744,279
U.S. government securities 2,284,427,925 2,288,604,424
Repurchase agreements 1,088,870,000 1,088,870,000
Other investments _ 5.130 79,214

Total investments _ $ - 3,835,047,334 3,839,297,917

Investinents are recorded at acquisition cost except "other" investments,
which are recorded at par. Investments in time deposits and repurchase
agreements are scquired at face value and cam a stated interest rate.
Investments in U.S. government securities are acquired at fair value and
mature at face value.

The demand deposit accounts on Appendix D are used to manage the state's
daily receipt, disbursement, and transfer activities and to segregate funds
available for investing,. :

The demand deposit accounts consist of the following:

13




Office of State Treasurer
Organization and Statistical Information

~ Demand Deposit Accounts : .
' June 30, 2016 June 30, 2015 June 30, 2014
Bank Number of Bank Number of Bank Number of
Balance (§) Accounts Balance (§)  Accounts _ Balance (§)  Accounts
US Bank 2,718,966 1 2,550,938 | 89,043 1
Central Bank 156,046,811 32 161,954,859 33 177,858,617 32
Commerce Bank 10,950,216 8 8,999,974 9 8,285,228 9
Wells Fargo Bank 75,048,536 2 75,096,454 2 75,100,857 2
UMB Bank 16,425 1 124,063 1 36,741 1

The collection bank accounts on Appendix D consist of three master
concentration accounts and -their related collection accounts. The master
General Concentration, Conservation Concentration, and Loftery
Concentration accounts were at Central Bank at June 30, 2016, 2015, and
2014 and have been reported above. The related collection account bank

- balances were $3,181,451, $2,848,010, and $2,571,803 at June 30, 2016,

4. Special Fund Dedicated
Investments

2015, and 2014, respectively.

Banking service agreements on the central demand accounts allow the State
Treasurer to invest outstanding checks up until the checks clear the bank,
thereby investing an amount in excess of book balances, Negative balances
at June 30 (Appendix D) for any bank's appropriated funds demand deposits
represent the book belance net of amounts invested.

The State Treasurer is assigned the authority for recording divect
investments of special funds in the accounting system. The amounts
presented as special fund dedicated investments in the appropriated finds on
Appendix D represent specific investments made or held by the State
Treasurer on behalf of the Pansy Johnson-Travis Memotial Siate Gardens
Trust Fund and the State Public School Fund. The State Treasurer is
responsible for purchasing, custodial, income collection, distribution, and
record-keeping dufies related to the investments of these fimds.

The investments of the Pansy Johnson-Travis Memorial State Gardens Trust
Fund are maintained in the instruments transferred to the State TFreasurer
from the previous trustee of the fund. The investment purchases for the State
Public School Fund are made in accordance with the instructions of the
State Public School Fund investment committee.
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