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FOR RELEASE                         October 16, 2012      515/281-5834 

Auditor of State David A. Vaudt today released a reaudit report on the Centerville Community 

School District for the period July 1, 2009 through June 30, 2010.   The reaudit also covered items 

applicable to prior years and the years ended June 30, 2011 and June 30, 2012.  The reaudit was 

performed as a result of a citizens' petition request pursuant to Chapter 11.6(4)(a)(3) of the Code of 

Iowa. 

Vaudt addressed the District’s General Fund financial condition, noting the District had 

demonstrated improvement during fiscal year 2011.  However, he cautioned the Board of Education 

to continue to monitor the General Fund financial position and continue to identify and evaluate all 

options available to the District to stop further deterioration of the General Fund balance.  The 

reaudit report also addressed other issues, including District contributions to the Morgan E. Cline 

Family Sports Complex and corrective transfers pertaining to federal grants.  The District responded 

favorably to the findings and recommendations.  The District’s responses are included with each 

finding and recommendation in the reaudit report. 

A copy of this reaudit report has been filed with the Iowa Department of Education for its 

review and information.  A copy of the reaudit report is available for review in the District’s Business  

Office, in the Office of Auditor of State and on the Auditor of State’s web site at 

http://auditor.iowa.gov/specials/1030-1071-T00Z.pdf.  
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Auditor of State’s Report on Reaudit 

To the Board of Education of the 
Centerville Community School District: 

We received a request to perform a reaudit of the Centerville Community School District 
under Chapter 11.6(4)(a)(3) of the Code of Iowa.  We determined a partial reaudit was necessary to 
further investigate specific issues identified in the request for reaudit and through our review of 
the preliminary information available.  Accordingly, we have applied certain tests and procedures 
to selected accounting records and related information of the Centerville Community School 
District for the period July 1, 2009 through June 30, 2010.  We also inquired and performed 
procedures for certain items to determine practices applicable to prior years, as noted, and the 
years ended June 30, 2011 and June 30, 2012.  The procedures we performed are summarized as 
follows: 

1) We obtained and reviewed selected District ISCAP financial workout plans, 
selected monthly financial reports, including reconciliations, and District 
audit reports for fiscal years 2010 and 2011. 

2) We interviewed certain current administrators and administrative staff and 
discussed District actions to address the General Fund financial condition 
and negative fund balance. 

3) We obtained and reviewed District minutes pertaining to and the related 28E 
agreement between the District, Appanoose All-Play, Inc. and the City of 
Centerville in regard to the Morgan E. Cline Family Sports Complex. 

4) We interviewed certain current administrators and administrative staff and the 
former Superintendent to obtain an understanding of the District's role and 
financial support in regard to the Morgan E. Cline Family Sports Complex. 

5) We reviewed PPEL expenditures selected and tested by the District's 
independent auditors for fiscal year 2010 and selected and tested additional 
PPEL expenditures for fiscal years 2011 and 2012. 

6) We obtained and reviewed District agreements and tested selected expenditures 
and related documentation pertaining to certain Harkin grants for fiscal years 
2010 and 2011. 

In addition to the above items, the petitioners requested our review of the circumstances 
pertaining to alleged use of school resources (computers and e-mail) to promote the District's 
PPEL election in February 2011. 

 



 

6 

 

Our review of this matter and discussion with current administrators and administrative 
staff did not disclose specific findings.  However, we advised the District to provide instruction to 
its officials and employees concerning appropriate use of District resources and comply with 
Chapter 68A.505 of the Code of Iowa regarding "Use of Public Moneys for Political Purposes," 
which states: 

"The state and the governing body of a county, city, or other political subdivision of 
the state shall not expend or permit the expenditure of public moneys for political purposes, 
including expressly advocating the passage or defeat of a ballot issue. 

This section shall not be construed to limit the freedom of speech of officials or 
employees of the state or of officials or employees of a governing body of a county, city, or 
other political subdivision of the state.   This section also shall not be construed to prohibit 
the state or a governing body of a political subdivision of the state from expressing an 
opinion on a ballot issue through the passage of a resolution or proclamation." 

Based on the performance of the procedures described above, we have various 
recommendations for the District.  Our recommendations and the instances of non-compliance 
are described in the Detailed Findings of this report.  Unless reported in the Detailed Findings, no 
items of non-compliance were noted during the performance of the specific procedures listed 
above.  

The procedures described above are substantially less in scope than an audit of financial 
statements made in accordance with U.S. generally accepted auditing standards, the objective of 
which is the expression of an opinion on financial statements.  Accordingly, we do not express an 
opinion.  Had we performed additional procedures or had we performed an audit of the Centerville 
Community School District, additional matters might have come to our attention that would have 
been reported to you.  A copy of this reaudit report has been filed with the Iowa Department of 
Education for its review and information. 

We would like to acknowledge the assistance extended to us by personnel of the Centerville 
Community School District.  Should you have any questions concerning any of the above matters, 
we shall be pleased to discuss them with you at your convenience. 

 
 
 
 

 DAVID A. VAUDT, CPA WARREN G. JENKINS, CPA 
 Auditor of State Chief Deputy Auditor of State 

August 6, 2012 
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Centerville Community School District 
 

Detailed Findings 
 

July 1, 2009 through June 30, 2010 

(A) Financial Condition – The following terminology, defined by the Iowa Department of 
Education, is used in Iowa School Finance: 

Authorized Budget (Maximum Spending Authority) 
 The maximum amount a district may expend from the General Fund for the 

budget year. The amount is the sum of the combined district cost plus the 
unspent balance from the prior budget year plus the actual miscellaneous 
income received during the budget year plus the instructional support 
program and educational improvement program. The authorized budget is also 
called the maximum spending authority. 

Unspent Balance (Unspent Authorized Budget) 
 The unspent balance is the difference between the district's maximum 

authorized spending authority and its actual expenditures for a year in the 
General Fund. The unspent balance from the prior fiscal year is added to the 
district's combined budget and can be spent the following year. An unspent 
balance represents spending authorization under the Iowa school finance 
formula and might not be backed by sufficient cash. 

 An Iowa school district’s General Fund budget cannot exceed its maximum spending 
authority, which is the maximum amount the District can spend from the General 
Fund.  The unspent balance represents the amount of maximum spending authority 
not spent during a fiscal year and carried over into the next fiscal year as a budgetary 
carryover.  The unspent balance does not represent General Fund resources which can 
be spent by the District. 

 The District’s maximum spending authority each year is determined based upon the 
State’s enacted annual allowable growth for schools.  In addition to enacted annual 
allowable growth, districts can also qualify for additional allowable growth (modified 
allowable growth) if approved by the School Budget Review Committee (SBRC).  The 
District represented it has received all the modified allowable growth available to the 
District. 

 The changes in the District's General Fund unspent balance and year-end actual fund 
balance for fiscal years 2007 through 2011 were as follows: 

Year-End
General Fund
Unreserved/

Fiscal Unspent Unassigned
Year Balance Amount Percent Fund Balance Amount Percent

2007 1,862,884$    54,710$  3.0% (292,394)$     (451)$         (0.2)%
2008 1,931,191      68,307    3.7   (235,745)       56,649       19.4    
2009 1,966,039      34,848    1.8   (613,307)       (377,562)    (160.2)   
2010 2,614,612      648,673  33.0   (804,432)       (191,125)    (31.2)   
2011 3,387,260      772,648  29.6   (362,547)       441,885     54.9    

Increase Increase (Decrease)
Fund Balance
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 While the District’s General Fund unspent balance has continued to increase, the 
District’s General Fund continues to experience a negative year-end fund balance. 

 Because the District has a negative fund balance, the District’s Financial Solvency Ratio 
(FSR) is also negative.  At June 30, 2010, the District’s FSR was negative 5.71%.  
However, as of June 30, 2011, the District’s FSR was negative 2.46%.  According to FSR 
criteria, a district with an FSR between 0% and negative 3% is in a “Solvency Alert” 
position, defined as follows: 

“A Solvency Alert exists if the school corporation has a Solvency Ratio in 
the range of 0% to -3.00%. A negative financial Solvency Ratio in this 
range warrants prompt management response but could be caused by 
operating revenue/expenditure fluctuations within one budget year. 
Liquidity is constrained at this solvency level and cash flow financing, 
like ISCAP, is likely to be necessary to bridge cash flow needs in July and 
August when State Foundation Aid payments are not paid, and larger 
property tax collections are near. School officials should consider more 
conservative budgeting of revenues in the next budget year and more 
stringent cost controls. Alternatively, more aggressive use of the School 
Board’s discretionary tax levies, those levies which can be implemented 
by Board actions for Operating (Cash Reserve and Instructional Support), 
Management (Unemployment Compensation, Insurance and Early 
Retirement), Playground and the Physical Plant and Equipment Levy 
should be sufficient to return the school corporation to a stronger 
financial solvency position by the end of the next fiscal year.” 

  
 Recommendation – During fiscal year 2011, the District’s unspent balance increased to 

$3,387,260, an increase of 29.6%, while the General Fund unassigned deficit fund 
balance decreased 54.9% to a deficit balance of $(362,547). The improvement in the 
District’s fiscal year 2011 General Fund balance also resulted in an improved FSR from 
fiscal year 2010.   

 Although the District has demonstrated improvements during fiscal year 2011, the Board 
should continue to carefully consider all feasible spending reductions and develop a 
plan, including specific steps which map out the future actions required to restore the 
District’s financial stability over the next several years.  The District’s plan should 
address both spending reductions and revenue enhancements. 

 The District’s plan will become a key factor in designing, implementing and monitoring 
annual improvements in the District’s financial condition and FSR.  Restoration of the 
District’s financial condition and FSR are imperative.  Until the District substantially 
improves its financial condition and related FSR, any unanticipated expenditures 
and/or any unanticipated declines in revenues will be very difficult for the District to 
respond to. 

 The current Superintendent represented the District implemented several cost-saving 
measures with the fiscal year 2013 budget.  As the District proceeds with fiscal year 
2013, the Board should continue to monitor the General Fund financial position and 
continue to identify and evaluate all options available to the District to stop further 
deterioration of the General Fund balance during fiscal year 2013. 

 Response – The Board of Education identifies, and accepts, the State Auditor’s 
recommendation.  The Board of Education believes that it has an obligation to balance 
the budget with a focus on both revenues and expenditures.  Over the past several 
years, the Board of Education has had several discussions on the current condition of 
spending authority, unspent balances and solvency ratio. 
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 The District has had three financial goals that have been ongoing.  The District identifies 
that it has a healthy spending authority.  The District identifies that expenditures need 
to reflect the revenues appropriately.  To date, the following has occurred: 

1. The Board of Education has discussed the need for reducing 
expenditures and the possibility of increasing revenues to build up a 
cash reserve. 

2. The Board of Education has discussed the District options for revenues 
through cash reserve allocation, and has identified that increased 
revenues are an option via the annual budget authorization to increase 
the cash reserve allocation.  Taxing options and limitations have been 
considered and will be an option for future decisions. 

3. The Board of Education has discussed and addressed declining 
enrollment over the last several years.  Decisions of reductions have 
been made on an annual basis.  In planning for FY13, the Board of 
Education was presented options for reducing ongoing expenditures.  
Out of a list of 1.1 million dollars presented for reduction options, the 
Board of Education acted on reducing more than $800,000 of the 
presented options of reoccurring expenditures.  The actions also 
included the closing of two kdg-3rd grade school buildings to properly 
reflect the District’s pupil enrollment patterns. 

4. The Board of Education will continue to identify its fiscal health status 
on an ongoing basis, reflecting attentively on a positive solvency ratio. 

 It is the District’s desire to condition the budget to allow the weathering of unanticipated 
expenditures and unanticipated declines in revenues.  The State Auditor’s 
recommendation is accepted. 

 Conclusion – Response accepted. 

(B) Morgan E. Cline Family Sports Complex – After several years and a series of 
communications between the District and the City of Centerville, a settlement 
agreement which specified the City of Centerville would pay the District $50,000 cash 
was proposed by the City and accepted and approved by the District in September 
2006.  The settlement resulted from several years of Municipal Housing payments in 
lieu of taxes (PILOT) initially paid to and retained by the City of Centerville rather than 
being distributed to all taxing authorities in Appanoose County in accordance with 
Chapter 403A.27 of the Code of Iowa.  After further exchange between the City and the 
District, the District received the $50,000 payment from the City in March 2009 and 
appropriately recorded the PILOT revenue in the General Fund. 

 As part of the settlement agreement, the City agreed to build a road (Lakeview Access 
Road) “for the purpose of providing a secondary access for ingress and egress to 
Lakeview Elementary School” with the District providing the first $25,000 of 
construction materials and the City providing the remainder of the construction 
materials, labor and equipment. 

 In June 2008, the District entered into a 28E agreement, included as Exhibit 1, with 
Appanoose All-Play, Inc., an Iowa nonprofit corporation, and the City of Centerville for 
the “Construction, Maintenance and Operation of Morgan E. Cline Family Sports 
Complex.”  Pursuant to the 28E agreement dated June 2008, but not filed by the City 
until February 2009, the parties agreed “the School District will have priority use of the 
competitive soccer field during soccer seasons.” 
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 In March 2009, the District approved an amendment to the 28E agreement, included as 
Exhibit 2, with Appanoose All-Play, Inc. and the City of Centerville.  According to the 
March 10, 2009 Board minutes: 

 “Mr. Turner (former Superintendent) stated the 28E agreement with the three entities 
involves the construction, maintenance, and operation of the Morgan Cline Family 
Sports Complex.  The first agreement was more of a general operation agreement.  It 
was prepared very general in nature to get the grant approved, with more details to be 
included with amendments at a later time.  The first amendment deals more with our 
previous agreements with the City on their commitment to build a road on our property 
at Lakeview School to the complex, which includes the competitive soccer field.  It also 
again reaffirms the City’s commitment to pay us $50,000 in case.  Mr. Turner stated 
President Hoffman signed the amendment earlier based upon Board approval since 
there was a time line to get the paperwork done so that the owner could receive the 
funding.”    According to the minutes, a motion was made and seconded to approve the 
28E (amended) agreement, which carried unanimously.  

 In September 2009, the District approved an additional contribution of $25,000 to 
Appanoose All-Play, Inc.  According to the September 8, 2009 Board minutes: 

 “Mr. Turner (former Superintendent) stated we have discussed this issue many times in 
trying to work out an agreement with the City on the Morgan Cline Recreation Complex 
and Appanoose All-Play, Inc.  During those discussions, we agreed to provide $25,000 
for the materials for the access road.  Since those agreements were never approved, 
there is nothing formal with the Board saying the school district would provide the 
$25,000 and that the money would be paid to Appanoose All-Play, Inc.  Since the 
project is moving forward and the road is currently being built, All-Play, Inc. now needs 
our funds to purchase the needed materials.”  According to the minutes, a motion was 
made and seconded to provide $25,000 to Appanoose All-Play, Inc. for construction of 
the access road to the sports complex, which carried unanimously. 

 The District made contributions to Appanoose All-Play, Inc. from the Special Revenue, 
Physical Plant and Equipment Levy (PPEL) Fund, as follows: 

                                  
 Date           Amount                                          Purpose    
 

           12/13/2007   $50,000        Contribution for construction of competitive   
         soccer complex       

09/11/2009     25,000        Materials for construction of Lake View  
  access road 

 The former Superintendent represented the Board was apparently approached by 
Appanoose All-Play, Inc. to pledge/contribute $50,000 for the soccer field to assist 
Appanoose All-Play, Inc. in obtaining grants for the project.  In exchange, the District 
would be able to use the soccer fields.  The Board agreed to pledge/contribute $50,000 
since it was the same amount of PILOT revenue the District would receive from the City 
as part of the settlement agreement.  However, since the PILOT revenue was 
appropriately recorded in the General Fund and the contribution to Appanoose All-Play, 
Inc. was paid from the PPEL Fund, the transactions did not result in a “zero” effect on 
District finances. 

 Recommendation – According to the March 10, 2009 Board minutes, the Board President 
signed the 28E agreement amendment prior to formal Board approval at the March 10, 
2009 meeting.  Chapter 291.1 of the Code of Iowa states, in part, “The president of the 
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board of directors shall preside at all of its meetings, sign all contracts made by the 
board (emphasis added) and appear on behalf of the corporation in all actions brought 
by or against it, unless individually a party, in which case this duty shall be performed 
by the secretary.”   Except as expressly permitted or authorized, contracts should not 
be signed prior to Board approval.  

 The District paid a total of $75,000 to Appanoose All-Play, Inc. for construction projects. 
Chapter 26 of the Code of Iowa, which pertains to “Public Construction Bidding,” was 
effective January 1, 2007 and applies to public improvement contracts entered into on 
or after that date.  Because public funds were contributed towards the construction of 
this project, the requirements of Chapter 26 of the Code of Iowa should have been 
complied with. 

 Although a portion of the Morgan E. Cline Family Sports Complex and access road were 
completed, the soccer field was not completed and remains unfinished.  It is unclear 
whether the District had statutory authority to contribute public funds to the nonprofit 
corporation.  According to the September 8, 2009 Board minutes, the Board agreed “to 
provide $25,000 to Appanoose All-Play, Inc. for construction of the access road to the 
sports complex.”  However, it is unclear why the District paid $25,000 to Appanoose All-
Play, Inc. rather than the City of Centerville since the City constructed the road as part 
of the settlement agreement with the District. 

 In the future, the Board should exercise caution and consult legal counsel in regard to 
contributions of public funds and the mixed use of public and private funds for joint 
projects to ensure compliance with statutory requirements, including competitive 
bidding requirements of Chapter 26 of the Code of Iowa.  

 Response – The Board of Education identifies that the spending of public funds should 
directly reflect public benefit.  The Board of Education also identifies that proper 
procedures should be followed during the authorization of spending school district 
funds. 

 The District accepts the State Auditor’s recommendation to exercise caution and to 
consult legal counsel in regard to future contributions of public funds and the mixed 
use of public and private funds for joint projects.  The District will ensure compliance 
with statutory requirements, including competitive bidding requirements of Chapter 26 
of the Code of Iowa. 

 Conclusion – Response accepted. 

(C) Federal Grants – The District receives various Federal grants through the Iowa 
Department of Education, including Iowa Demonstration Construction Grants (Harkin 
Grants).  Under this Federal program, the District received a Construction Grant 
totaling $107,239 awarded in March 2010 and a Fire Safety Grant of $63,035 awarded 
in March 2011. 

 Construction grant reimbursement revenue of $4,244 was recorded in the Capital 
Projects, Statewide Sales and Services Tax Fund rather than the Special Revenue, 
Physical Plant and Equipment Levy (PPEL) Fund and a $779 fire safety grant 
expenditure was paid on January 12, 2011 from the General Fund rather than the 
Special Revenue, Physical Plant and Equipment Levy (PPEL) Fund.  In addition, 
expenditures from both grants were not always coded to the proper source, function or 
project code. 

 Recommendation – The District should make corrective transfers to the appropriate funds 
for the $4,244 grant revenue and $779 grant expenditure.  In the future, careful 
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attention should be given to proper coding of all grant revenue and related 
expenditures. 

 Response – The District will make corrective transfers to the appropriate funds, as 
recommended, and will attend to detail for future coding.  The District accepts the State 
Auditor’s recommendation. 

 Conclusion – Response accepted. 
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Joint Agreement for the Construction, Maintenance and Operation of  
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Joint Agreement for the Construction, Maintenance and Operation of  
Morgan E. Cline Family Sports Complex – 28E Agreement 
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Joint Agreement for the Construction, Maintenance and Operation of  
Morgan E. Cline Family Sports Complex – 28E Agreement 
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Joint Agreement for the Construction, Maintenance and Operation of  
Morgan E. Cline Family Sports Complex – 28E Agreement 
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First Amendment to Joint Agreement for the Construction, Maintenance and  
Operation of Morgan E. Cline Family Sports Complex – 28E Agreement 
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First Amendment to Joint Agreement for the Construction, Maintenance and  
Operation of Morgan E. Cline Family Sports Complex – 28E Agreement 
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First Amendment to Joint Agreement for the Construction, Maintenance and  
Operation of Morgan E. Cline Family Sports Complex – 28E Agreement 
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First Amendment to Joint Agreement for the Construction, Maintenance and  
Operation of Morgan E. Cline Family Sports Complex – 28E Agreement 
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First Amendment to Joint Agreement for the Construction, Maintenance and  
Operation of Morgan E. Cline Family Sports Complex – 28E Agreement 
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