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Montgomery County
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Name Title Expires
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Independent Auditor’s Report on Reaudit

To the Montgomery County Board of Supervisors:

We received a request to perform a reaudit of Montgomery County under Chapter 11.6(4) of
the Code of Iowa.  As a result, we reviewed the audit report and workpapers of the County’s
independent auditing firm for the year ended June 30, 2002.  Based on that review and other
information provided to and obtained by us, we determined that a partial reaudit was necessary in
order to further investigate specific issues identified in the request for reaudit or through our
preliminary review.  Accordingly, we have applied certain tests and procedures to selected
accounting records and related information of Montgomery County for the period July 1, 2001
through June 30, 2002.  We also inquired and performed procedures for certain items and issues
applicable to prior periods and to the year ended June 30, 2003, as noted.  The procedures we
performed are summarized as follows:

1. We reviewed the minutes record and tested selected minutes publications for the
year ended June 30, 2003 for compliance with Chapter 349.18 of the Code of Iowa
and Attorney General’s opinions dated December 10, 1985, December 31, 1986
and May 2, 1989.

2. We performed procedures to review and test the budget and certain valuation
reports for the year ended June 30, 2003 for statutory compliance and reviewed
the status of the citizen appeal of the fiscal 2004 budget.

3. We performed procedures for the years ended June 30, 2002 and 2003 to review
County policies and procedures and inquired about potential conflicts of interest
and incompatible positions between the County and County officials and/or
employees.

4. We inquired whether the County had a policy regarding nepotism and whether
there were relatives of County officials working for the County.  We reviewed
selected payments to relatives of County officials and approval for hiring for
compliance with Chapter 71 of the Code of Iowa.

5. We reviewed the County’s local option sales tax referendum and the County’s
records for compliance with the referendum.  We reviewed local option sales tax
collections for the year ended June 30, 2003 for proper recording and allocation in
accordance with the referendum.

6. We performed procedures for the year ended June 30, 2003 to review and test the
County’s transfers between funds for Board authorization and compliance with
statutory requirements.

7. We performed procedures for the years ended June 30, 2001, 2002 and 2003 to
review and test reports and fund balances for deficits to determine compliance
with Chapter 331.476 of the Code of Iowa.
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8. We performed tests for the years ended June 30, 2002 and 2003 to review and
determine compliance with statutory requirements pertaining to the salaries of
County officials.  We also reviewed selected personnel files and tested Form I-9
“Employment Eligibility Verification” for required documentation.

9. We performed procedures for the years ended June 30, 2002 and 2003 to review
and test selected travel expense reimbursement claims and vehicle usage for
compliance with statutory requirements, including the County’s policy.

10. We performed procedures for the year ended June 30, 2003 to review the County’s
policy for use of County equipment.

11. We performed procedures for the year ended June 30, 2003 to review and test
selected expenditures for unusual and/or unallowable items, including travel
expense, lease-purchase agreements and budget reimbursement items.

12. We reviewed the County’s compliance with Chapter 331.430 of the Code of Iowa
pertaining to the debt service fund.

13. We obtained and reviewed documentation pertaining to an overpayment and
reapportionment of tax increment financing revenues which occurred during the
year ended June 30, 1998.

14. We inquired about the County’s self-funded insurance program and compliance
with Chapter 509A of the Code of Iowa.

15. We reviewed the County’s policies and procedures applicable to automated
warrants and voided warrants during the year ended June 30, 2003.

Based on the performance of the procedures described above, we have various
recommendations for the County.  The instances of non-compliance noted and our
recommendations are described in the Detailed Findings of this report.  The County’s responses
and our conclusions to the County’s responses are also included in the Detailed Findings of this
report.  Exhibits 1-8 were provided by the County and are referenced in the County’s responses.
Exhibit 9 contains the County Auditor’s responses and Exhibit 10 contains the attachments
provided by the County Auditor.  Unless reported in the Detailed Findings, no other 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 Montgomery
County, 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 Montgomery County Attorney, the Iowa
Department of Justice, and the Office of the Citizens Aide/Ombudsman.

We would like to acknowledge the assistance extended to us by personnel of Montgomery
County.  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 21, 2003   
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Detailed Findings
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Montgomery County

Detailed Findings

July 1, 2001 through June 30, 2002

(A) Minutes Record and Publications –

1. Timely Publications – Chapter 349.18 of the Code of Iowa states in part:

“All proceedings of each regular, adjourned, or special meeting of a board of
supervisors, including the schedule of bills allowed, shall be published immediately
after the adjournment of the meeting… the county auditor shall furnish a copy of the
proceedings to be published, within one week following the adjournment of the
board.”

A review of meeting dates and related minutes publications identified that publication
of the minutes of the meetings ranged from 12 to 40 days after the date of the
meeting.

Recommendation – The County should submit minutes for each meeting of the Board
for timely publication as required by Chapter 349.18 of the Code of Iowa.

County Response – The County Auditor, as clerk to the Board, records minutes.  The
procedure to send those minutes to the official publications has recently been
reduced and is usually done within seven days after the meeting adjourned in an
attempt to comply with Chapter 349.18.  Minutes are, usually, provided to the Board
of Supervisors for approval at the next regular meeting (Thursday to Thursday).
Publication costs are excessive with lengthy minutes.

Conclusion – Response acknowledged.  The revised procedures described should
resolve this issue.   The County Auditor should continue to monitor procedures to
insure the County’s compliance with this requirement and inform the Board if and
when extenuating circumstances preclude compliance.   The Board of Supervisors
should continue to monitor compliance with this requirement.

2. Official Signatures – The minutes record included a space for the Board Chairperson
and County Auditor to sign.  However, the minutes were not signed.

Recommendation – Although not required by statute, the minutes record should be
signed to authenticate the record.  This appears to be the County’s intention since a
space is provided for signature.

County Response - The County has been remiss in having the minute book duly
signed, even to the point of being months behind.   Although not statutory, as stated
in the recommendation, timely signing is vital to insure any corrections are
completed.  The Chairperson and Auditor will strive to keep this minute book signed
and current.

Conclusion – Response acknowledged.  The County Auditor and Chairperson should
sign the minutes record to authenticate the record and actions taken.
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3. Posting Agendas – Prior to February 2003, the Board agenda was posted by 10:00 AM
on Wednesday before the 9:00 AM meeting on Thursday.  Chapter 21.4 of the Code of
Iowa requires the agenda to be posted no less than 24 hours before the meeting.

Recommendation – Agendas should be posted as required by Chapter 21.4 of the Code
of Iowa.

County Response - In February 2003, it was brought to the Board’s attention that the
Board agenda was posted in less than the required twenty-four hour minimum.  On
February 24, 2003, Auditor Connie Magneson advised the Board in writing that she
was resigning (see attached Exhibit 1) and would no longer do their agenda.  The
Board struggled with one Supervisor writing the agenda by longhand, and with other
people filling the void.

Since April 2003, the County Recorder has prepared and posted the Board agenda.  It
has never failed the twenty-four hour requirement, and is generally posted about
forty hours prior.

Conclusion – Response acknowledged.  As required by the Code of Iowa, as Clerk to
the Board, the County Auditor should continue to monitor procedures to insure the
County’s compliance with this requirement and inform the Board if and when
extenuating circumstances preclude compliance.  The Board of Supervisors should
continue to monitor compliance with this requirement.

4. Documenting Vote of Each Member Present – The minutes did not always document
the results of each vote taken and information sufficient to indicate the vote of each
member present as required by Chapter 21.3 of the Code of Iowa.  In some cases the
minutes reflected the vote of each member and in some cases the minutes reflected
the vote of some, but not all, members present.  In some cases the vote of only two
members was documented, yet the minutes indicated “motion carried”.  In
circumstances where the vote was not clearly documented and insufficient votes were
recorded for decisive action, it is unclear whether the actions taken are valid and
legal.

Recommendation – The minutes should include documentation of the results of each
vote taken and information sufficient to indicate the vote of each member present as
required by Chapter 21.3 of the Code of Iowa.

County Response - The Board was comprised of three members until January 2003,
when the voters favored a five person Board.  Prior to mid-year 2003, then Chairman,
Glen Benskin, was convinced the Chair could not vote (or, for that matter, make or
second motions or even enter into discussions).  Consequently, the voting record
may, indeed, indicate the vote of two members (of three) with “motion carried”, since
Benskin did not normally vote.

The appeal of the 2004 budget brought attention to this practice, and effective in mid-
year 2003, and through the end of that year, roll-call votes were requested by then
Chairman Benskin and recorded on all Board actions.  Chairman Carmichael, who
assumed the Chair in January 2004, occasionally accepts a voice vote.

In January 2004, a “secret written ballot” was conducted by the Board at the direction
of the County Auditor; it was later determined this was a violation of Chapter 21, and
the vote was recast at the next subsequent meeting on January 8 with a roll-call vote
of each Supervisor.
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Conclusion – Response acknowledged.  The finding regarding number of votes required
also pertains to the five-member Board.  Specifically, at the meeting on February 24,
2003, three Board members were present with only two voting on a motion to
approve the agenda.  We did not search for additional instances of noncompliance.

5. Valid Meetings – On February 24, 2003, the minutes indicated the meeting was called
to order at 9:00 AM by Chairman Benskin, with Supervisors Carmichael, Carlson
and Stoldorf documented as present.  The agenda was discussed and approved after
a roll call vote with Supervisors Carmichael and Carlson voting “aye”.  The minutes
indicated “motion carried” even though only two members apparently voted.
Following discussion about a meeting later that same day, the minutes indicated that
Supervisor Stoldorf telephoned the Board at approximately 9:05 AM to advise the
Board to immediately adjourn due to a possible open meetings violation.  Since the
minutes indicated that Supervisor Stoldorf was not at the meeting until 9:05 AM by
means of telephone, the minutes should not have identified her as “present” at 9:00
AM.  The meeting was not adjourned, but was continued at two different times
during the day without always indicating members present or the vote of members on
actions taken.   We are unable to determine the propriety of these meetings and the
validity of the actions taken during these meetings.

Recommendation – The County should consult legal counsel to determine the propriety
and legality of the Board meeting on February 24, 2003 and the actions taken.

County Response - The Board met on Friday, February 21, 2003 at 6:00 p.m.  The
meeting was relatively short because Supervisor Vannausdle had suffered a stroke
earlier that day, and because Auditor Magneson was not present to answer remaining
questions on the budget.  The Board decided to meet the following Monday;
Chairman Benskin announced he would not attend because of a doctor’s
appointment for his wife.

On February 24, 2003, the Board met at 9:00 a.m., at 1:00 p.m. and at 2:00 p.m.  The
agenda for the 9:00 a.m. indicated that meeting would recess for lunch and resume
at 1:00 p.m.  The agenda for the 2:00 p.m. meeting superseded the earlier meeting(s)
and noted that the 9:00 a.m. meeting will not take place.  This agenda was prepared
by Stoldorf, at the request of vice-chairman Carmichael on Saturday (2/22/03), and
approved separately by Carmichael and Benskin (Chair).  Carmichael agreed to notify
Supervisor Carlson.  The meeting time was changed from 9:00 a.m. to 2:00 p.m. to
allow Chairman Benskin to return from his wife’s appointment in Omaha and to
accommodate the mid-morning funeral of the local Chamber of Commerce director.

At that time agendas were customarily posted in the courthouse and delivered (fax) to
the media; the agenda for the 2:00 p.m. meeting was posted consistent with
established procedure and delivered to the media on 2/22/03.  (See attached
Exhibits 1 and 2).

The minute’s documentation indicated that four supervisors (Benskin, Carmichael,
Carlson, and Stoldorf) were present.  The minutes also indicated the vote on the
budget was 3/1 when, in fact, it was 2/1/1 because Chairman Benskin did not vote.
The breakdown of that vote was: Carlson and Carmichael, “yes”; Stoldorf, “no”;
Benskin did not vote (as Chair – see 4 above).

Regarding the propriety and legality of the meetings that occurred at 9:00 a.m. and at
1:00 p.m., those meetings are included in an action initiated by the media against
three named supervisors and the Board (as a whole).  This action is addressed in a
consent decree entered into by Chairman Benskin and the Board (see Exhibit 3).
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Supervisors Carmichael and Carlson have hired independent counsel to contest the
action, and their case is pending.

More specifically, the 9:00 a.m. meeting was called to order with Benskin (Chair),
Carmichael, and Carlson present.  Soon after 9:00 a.m., Stoldorf phoned the meeting
and advised the Board to adjourn, through advice of counsel (Marci Prier, Mills
County Attorney, due to the absence of Montgomery County Attorney; and David
Vestal, ISAC) because that meeting was an open meetings violation.  This
speakerphone/live conversation continued for some time while the 3 Supervisors
present deliberated whether or not to adjourn, and whether or not to meet at 1:00
p.m. or at 2:00 p.m.  Stoldorf advised the 3 Supervisors that the agenda for the 9:00
a.m. meeting was invalidated by the agenda for the 2:00 p.m. meeting.  She advised
the Board that, consequently, the item on that agenda indicating the meeting (9:00
a.m.) would recess for lunch and reconvene at 1:00 p.m. is unfounded.

The Board was determined to meet at 1:00 p.m., which they did with Supervisors
Benskin, Carlson, Carmichael, and Stoldorf present.  Immediately upon the meeting
being called to order, Stoldorf moved to adjourn citing lack of appropriate notice; the
Board approved no action.  That meeting continued and was adjourned with another
meeting called to order at 2:00 p.m.  The agenda (2:00 p.m. meeting) included various
action items: approve budgets by department (with each department named): approve
the budget, the publication, the public hearing date, etc.  The item listing budget
approval for each department was ignored; the vote taken to approve the budget
resulted in a 2/1/1 vote with Carlson and Carmichael voting in favor, Stoldorf
against, and Benskin (Chair) did not vote.

A quorum was present at each of the three “meetings” with Carlson, Carmichael, and
Benskin present at 9:00 a.m.; at the 1:00 p.m. session, four Supervisors were
present, as well as at the 2:00 p.m. meeting.

The minutes clearly indicated the budget passed with a 3/1 (three yes; one no) vote.
The budget was appealed by petition; the state appeal panel, cited the fact that the
budget was not certified timely (by March 15) because of insufficient votes, returned
the County to last year’s tax levies (fiscal 2002/2003).  Therefore, it would appear
that actions by the Board (insufficient votes) on the budget were corrected.

Regarding the 9:00 a.m. meeting, had it occurred with Benskin and Vannausdle
absent, an insufficient number of votes would have been rendered.  Regarding the
agenda for that meeting (9:00 a.m.), it would have been posted in the courthouse and
faxed to the media, just as was done with the agenda for the 2:00 p.m. meeting.

An Open Meetings Action has been filed against three named Supervisors (Carlson,
Carmichael, and Benskin), and the Board of Supervisors.  Please refer to consent
decree (see attached Exhibit 3), as pertains to the Board of Supervisors and
Supervisor Glen Benskin (named) as filed with the Courts on February 17, 2004.

Conclusion – Response acknowledged.  The Board of Supervisors and County Auditor
are collectively and individually responsible for compliance with Chapter 21 of the
Code of Iowa pertaining to open meetings requirements.  Cooperation is essential in
this effort.

6. County Auditor’s Duties – Chapter 331.504 of the Code of Iowa provides the County
Auditor’s duties as Clerk to the Board.  This section states in part:  “The auditor
shall: Record the proceedings of the board. The minutes of the board shall include a
record of all actions taken and the complete text of the motions, resolutions,
amendments and ordinances adopted by the board.  Upon the request of a supervisor
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present at a meeting, the minutes shall include a record of the vote of each
supervisor on any question before the board.”

• The minutes did not always appear to reflect an objective reporting of the Board
meeting discussion.  Several instances were noted where the County Auditor
included personal and nonobjective editorial comments.

• Several pages of the minutes record included pages that had minute pages taped
over the original page.  It was unclear whether the Board had formally amended
the minutes or what changes, if any, the County Auditor had made to the official
minutes record.

Recommendation – Although not addressed specifically by statute, discussion included
in the Board minutes should be reported in an objective manner.  The County
Auditor should refrain from editorial comments to provide an accurate and objective
account of the Board meetings.  The Board should require corrections to the minutes
record when errors are noted and the County Auditor, as clerk to the Board, should
ensure that corrections are reflected as directed by the Board of Supervisors and as
required by Chapter 331.504 of the Code of Iowa.

The County should reconsider its practice of taping new pages over the original
minutes record to ensure that the record clearly reflects whether the minutes were
formally amended or changes, if any, were made to the official minutes record.

County Response - The findings of the Auditor of State are that the County Auditor is
clerk to the Board as provided by Iowa Code 331.504, and that Board minutes may
not provide to the reader an understanding or portray an actual picture of activities
at the Board’s meeting.  Non-essential commentary, remarks by the public, and
discussion taken out of context are not appropriate content for the legal record of the
Board’s meeting.

The findings are noted.  It is essential that minutes be accurate and prepared in a
most objective and non-editorial manner, going forward.

Regarding “taped over” pages in the minute book, it would be desirable for any
changes or amendments to be included in the text, with appropriate signatures.

Conclusion – Response acknowledged.  We concur with the remarks included in the
County’s Response: “It is essential that minutes be accurate and prepared in a most
objective and non-editorial manner, going forward.”  The County Auditor should
provide the citizens of Montgomery County and other readers of the minutes record
with an unbiased presentation of the proceedings of the Board.

The Board of Supervisors should require corrections to the minutes record when
errors, including editorial remarks, are noted.  The County Auditor, as clerk to the
Board should ensure that corrections are reflected as directed by the Board of
Supervisors and as required by Chapter 331.504 of the Code of Iowa.

7. Open Meetings – Chapter 20.17 provides certain exemptions from Chapter 21 of the
Code of Iowa, commonly known as the open meetings law.  However, Chapter 20.17
specifically requires the first and second bargaining sessions to be open to the public
and subject to the provisions of Chapter 21. The minutes did not include
documentation to demonstrate compliance with Chapter 20.17 of the Code of Iowa
for collective bargaining sessions.

Recommendation – The County should ensure the minutes record includes
documentation to demonstrate compliance with Chapter 20.17 of the Code of Iowa
for collective bargaining sessions.
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County Response - Chapter 20.17 was met in actuality with proper public notice
(newspaper publication) with the meetings held in the basement of the Courthouse.
The first public meeting was scheduled (12/1/02) to receive the Union’s proposal; the
second public meeting was scheduled (1/8/03) for the County to deliver their
proposal to the Union.  The Board of Supervisors scheduled a strategy session on
January 6, 2003, which was a closed meeting in accordance with Chapter 20.

Conclusion – Response acknowledged.  The minutes record should include
documentation to demonstrate that the collective bargaining sessions were held in
open session and in compliance with Chapter 20.17 and Chapter 21 of the Code of
Iowa.

County’s Summary to items 1-7:

To summarize, the above seven items (timely publications; official signatures; posting
agendas; documenting vote of each member present; valid meetings; county auditor’s
duties; open meetings) deal primarily with duties and practices of the County
Auditor.  Regarding the question on validity of the February 24, 2003 meeting(s), the
issue of an Open Meetings violation is partially answered through a consent decree
the balance is pending in court; on the issue of lack of a quorum, that is an issue of
Board minutes not reflecting an accurate count or with two members of a three
person board voting; and regarding the insufficient votes for passage of the budget,
the State Appeal Panel addressed that by returning the County to last year’s tax
levies.

(B) Certified Budget – Chapter 331.433(1) of the Code of Iowa requires each elective or
appointive officer or board to prepare and submit their budgets to the County
Auditor on or before January 15 each year.  The County Supervisors and County
Engineer did not submit their fiscal 2004 budgets to the County Auditor until
January 30, 2003 and February 3, 2003, respectively.

Chapter 331.433(2) of the Code of Iowa requires the County Auditor to compile the
various office and department budget estimates and submit them to the Board on or
before January 20 each year.  The County Auditor submitted the compilation on
February 3, 2003, but did not include the County Engineer’s information.

The citizens of Montgomery County appealed the County’s budget for the year ending
June 30, 2004 to the State Appeal Board as allowed by the Code of Iowa.  After a
public hearing, the State Appeal Board determined that “tax levies were not legally
adopted by the Board of Supervisors” and since there was no legal budget for
Montgomery County, the State Appeal Board did not render a decision on the budget.
The County was required to resubmit the 2004 budget to the Department of
Management and the County was limited to the 2003 utility tax and property tax
levies.  The budget was resubmitted by June 20, 2003 as required by the Department
of Management.

The petitioners alleged that copies were not available at the hearing and citizens were
charged $0.50 per page for a copy of the budget.  The County Auditor represented
there were no requests for copies of the budget prior to the budget hearing and there
were no copies available at the budget hearing.

The State Appeal Board addressed this item in its response to the budget appeal as
follows:

“Although the budget has been ruled invalid, the State Appeal Board would like to
address several items related to the provision of budget materials that were brought
up during the budget hearing.
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• The petitioners cited the lack of budget materials made available to the public
prior to and during the public hearing on the budget.  The only document
made available to the public during the budget hearing was an agenda listing
some general information from the budget.  The petitioners were required to
pay $12.50 to obtain a copy of the budget from the County Auditor’s Office
after the hearing.

• During the hearing, the Board of Supervisors stated that they did not have a
copy of the budget document to review when they voted to adopt the budget.
The County responded following the hearing that “A copy of the notice of
public hearing and a copy of the budget was available per precedence in the
County Auditor’s Office.”

• Iowa Code Section 331.434(2) states in part “The auditor shall make available a
sufficient number of copies of the budget to meet the requests of taxpayers
and organizations and have them available for distribution at the courthouse
or other places designated by the board.”

The County should do everything it reasonably can to ensure that its citizens have full
access to the County’s budget process.”

For the year ended June 30, 2003, the County Auditor’s departmental budget included
$158,741 for Elections Administration from the General Supplemental Fund and
$40,085 for Administration Management Services for non-election disbursements
from the General Basic Fund.  Compared to similar size Iowa counties, allocating
80% of the County Auditor’s budget for elections administration seems
unreasonable.  The General Basic property tax levy is limited to $3.50 per $1,000 of
taxable value, whereas the General Supplemental property tax may be levied to the
extent the General Basic levy is insufficient to meet the County’s needs for certain
services that are identified in Chapter 331.424 of the Code of Iowa, which includes
elections.  By budgeting 80% of the County Auditor’s budget from the General
Supplemental Fund, the County was able to move certain disbursements to a fund
with no property tax limitations.

For the year ending June 30, 2004, the County Auditor budgeted all elections
administration expenditures from the General Basic Fund, except for employee
benefits.

Recommendation – Department budgets and related budget compilation should be
prepared and submitted in accordance with the statutory requirements.  Copies of
the budget should be made available for distribution to the taxpayers as provided in
Chapter 331.434 of the Code of Iowa.  The County should do everything it reasonably
can to ensure that its citizens have full access to the County’s budget process as
recommended by the State Appeal Board.

The Board of Supervisors should develop County policy for fees charged consistent
with Chapter 22 of the Code of Iowa.  The Board should consult with the County
Attorney as to whether the County may charge citizens for copies of the budget
required to be made available under Chapter 331.434(2) of the Code of Iowa.

County Response - The findings of the Auditor of State were that the budget was
submitted to the Board of Supervisors on February 3, 2003, rather than “on or before
January 20” as required by Iowa Code 331.433(2).  The County Engineer’s budget
was delayed by union negotiations (unknown factors of first-year negotiations) and
could not be completed without taxable valuations (valuation report was completed
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on or about January 13, 2003 rather than “not later than January 1” as required by
Iowa Code 331.510).  While the Board of Supervisors may have received budget
worksheets in December 2002, the two (of three) outgoing Supervisors felt it would be
more appropriate to await the induction of the new Board (four newly elected
Supervisors) on January 2, 2003.  The new Board lacked an understanding of the
budget and timelines.

For fiscal 2004/2005, the Auditor provided photocopies of budget worksheets from
nearly all elective or appointive officers or boards to the Board of Supervisors at their
regular meeting on January 22, 2004; the budget was not compiled until
February 18, 2004.

The findings of the Auditor of State revealed that the County Auditor/Elections
Commissioner included 80% of that office’s budget in the General Supplemental
Fund for fiscal year 2003.  They noted that, for fiscal year 2004, all election
administration expenditures were budgeted from the General Basic fund other than
employee benefits.  That appears to be consistent for fiscal year 2005.

As a result of the petition of the budget, and regarding petitioners being charged for
budget copies, the Board of Supervisors, with guidance from the County Attorney,
approved a motion stating that copies of budgets will be available free of charge to
citizens.

The Board of Supervisors also approved action that budgets will be available in the
County Auditor’s office prior to the Public Hearing on the Budget, and in the
courtroom.

The Board of Supervisors discussed a countywide policy for fees charged, as per
recommendation of the Auditor of State, but was unable to reach a decision.

Conclusion – Response acknowledged.  The County Auditor should continue to
monitor procedures to insure the County’s compliance with these requirements and
inform the Board if and when extenuating circumstances preclude compliance.   The
Board of Supervisors should continue to monitor compliance with these requirements
and should pursue the countywide policy regarding fees charged consistent with
Chapter 22 of the Code of Iowa.

(C) Conflicts of Interest/Incompatible Positions – The following situations were identified
during the reaudit of the County.

Incompatible Position: Leland Carmichael was Mayor of Villisca at the time he was
elected to serve as a Montgomery County Supervisor.  He was later re-elected as
Mayor of Villisca while serving as Supervisor.  The Montgomery County Attorney
issued a written opinion to the County Auditor on September 27, 2002 indicating
that there was “nothing illegal in serving on the City Council and School Board of the
same community.  We should error on the side of caution and always lean toward
the premise of the importance of the public in being able to choose their elected
officials.”  On December 20, 2002, the County Attorney added these handwritten
remarks: “Furthermore…. Nothing wrong with Leland being Mayor of Villisca and a
County Supervisor cause that’s what the voters chose!”

An Attorney General’s opinion dated April 28, 1993 states in part “the office of mayor
is incompatible with the office of county supervisor”.  The opinion addressed the
doctrine of incompatibility of offices.  According to the opinion and the Iowa Supreme
Court, the common law principle of incompatibility of offices was identified as:
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“The test of incompatibility is whether there is an inconsistency in the functions of the
two, as where one is subordinate to the other and subject in some degree to revisory
power, or where the duties of the two offices are inherently inconsistent and
repugnant.”

In addition, according to a court case quoted in the opinion “If a person, while
occupying one office, accept(s) another incompatible with the first, he ipso facto
vacates the first office, and his title thereto is thereby terminated without any other
act or proceeding.”

On December 20, 2002, David Vestal, Deputy Director for the Iowa State Association of
Counties, issued a written opinion which addressed this specific issue and the
common law concept of incompatibility of office. Mr. Vestal’s opinion states in part
“To the extent that doctrine continues today, I believe the offices of mayor and county
supervisor are incompatible.  The doctrine of incompatibility is measured by whether
both the city and the county can be represented fairly and impartially if one person
services in both capacities.  The answer is no.”

Conflict of Interest: At the Board meeting on February 19, 2003, the minutes included
the following item:

“Motion by Supervisor Carlson, second by Supervisor Carmichael to reduce 7.5% to all
departments including wages less 3% increase to wages plus 1.4% to wages with the
exception of Public Health who will reduce expenditures 7.5% not including wages
and match 7.5% for an added reduction.   Roll call.  Carmichael, aye; Vannausdle,
abstained; Carlson, aye; Stoldforf, no; Benskin, aye.  Motion carried.”

Supervisor Carlson’s wife is a Public Health nurse (home health aide).  Based upon the
roll call vote, Supervisor Carlson’s vote was decisive to passage of this motion.

Recommendation – We are not attorneys, and accordingly, we were unable to
determine the legal propriety of the potential incompatible position and/or conflict of
interest.  The County should consult independent legal counsel and/or the Office of
Attorney General for assistance in resolving these matters.

County Response -

(1) Incompatible Position

The Auditor of State cited opinions by the Iowa Attorney General regarding
incompatibility of office of mayor and office of county supervisor, case law, and
an opinion issued by the Deputy Director of Iowa State Association of Counties
(ISAC).

On about February 10, 2004, Leland Carmichael resigned as Mayor of Villisca.
The County understands, clearly, the information provided by the Deputy
Attorney General wherein he states that, upon resignation as mayor, “resolution
of the incompatibility does not preclude someone challenging the status of the
Carmichael as Supervisor or to actions taken by the Board”.
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(2) Conflict of Interest

The Auditor of State quoted a motion made by Dale Carlson that was approved
by the Board at their meeting on February 19, 2003.

The motion directed all departments, other than Public Health, to reduce their
expenditure budgets by 7.5%; this reduction took into account and included
wage increases of 1.4% rather than the 3% recommended by the Compensation
Board.  Carlson’s motion further provided that Public Health would calculate
7.5% (for a reduction) of their overall budget, then extract wages prior to
applying the total reduction (in other words, their line items for wages would not
be affected by the reduction).  Carlson’s motion did not specify that Public
Health would lower their wage increase to 1.4%, like other departments, rather
than the 3% recommended by the Compensation Board.

To summarize, Leland Carmichael resigned as Mayor of Villisca.  The County deems
this to have resolved the conflict, however, we recognize that someone could
challenge actions taken by the Board and/or by Carmichael.  (See attached Exhibit
4).

Supervisor Dale Carlson’s wife was a home health aide, and his brother is chairman of
the Board of Health.  Carlson asserted, several times, during the Board meeting on
February 20, 2003 that he would not enter into the discussion or vote (on Public
Health) because he has a conflict of interest.  The minutes of that meeting failed to
record his statement (Iowa Code 331.302(13).  During the public hearing on the
budget appeal, Carlson stated he did not have a conflict because it is not in the
minutes.  On April 17, 2003, the Board was urged by a citizen to correct the minutes
accordingly, however, corrected minutes have not been presented.

The County, through County Attorney Bruce Swanson, requested input from the Office
of Attorney General (see attached Exhibit 4 and 5) on conflicts of interest.

Conclusion – Response acknowledged.   We concur that the resignation of Supervisor
Carmichael as Mayor of Villisca eliminates the incompatibility.  We remain concerned
that Supervisor Carmichael’s failure to resign from the Board of Supervisors of
Montgomery County following his re-election as Mayor leaves the County at risk as to
“the status of Carmichael as Supervisor or to actions taken by the Board.”

Conflicts of interest are addressed in various opinions of the Office of Attorney General
as well as court cases.  In an opinion dated September 8, 1992, the Attorney General
addressed the doctrine of conflict of interest as follows:

“A conflict of interest is generally defined as existing whenever a person serving in
public office may gain any private advantage, financial or otherwise, from such
service. It is not required that this advantage be a financial one.  Neither is it
required that there be a showing the official sought or gained such a result.  It is
the potential for conflict of interest which the law desires to avoid.”

We acknowledge that the position was that of a home health aide not public health
nurse and that the Board of Health hired the Supervisor’s spouse.  These matters are
secondary to the issue.  The potential for conflict of interest exists as a result of
Supervisor Carlson’s action at the meeting on February 19, 2003.   Accordingly,
members of governing bodies would be well advised to abstain from discussion
and/or voting on actions taken in regard to potential conflicts of interest.
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The minutes record should include documentation to substantiate these situations,
and the Board of Supervisors should require corrections to the minutes record when
errors are noted.  The County Auditor, as Clerk to the Board, should ensure that
corrections are reflected as directed by the Board of Supervisors and as required by
Chapter 331.504 of the Code of Iowa.

(D) Nepotism – The County’s Personnel Policy Manual (Manual) regarding Employment of
Relatives states “It is the policy of the Board of Supervisors to avoid the hiring of
relatives into the same department and to prohibit the hiring of relatives into
positions that involve the supervision of those relatives.  Chapter 71 of the Code of
Iowa will govern in all cases related to this policy.”

Chapter 71 of the Code of Iowa states, in part, “It shall hereafter be unlawful for any
person elected or appointed to any public office or position under the laws of the
state or by virtue of the ordinance of any city in the state, to appoint as deputy,
clerk, or helper in said office or position to be paid from the public funds, any person
related by consanguinity or affinity, within the third degree, to the person elected,
appointed, or making said appointment, unless such appointment shall first be
approved by the officer, board, council, or commission whose duty it is to approve
the bond of the principal; provided this provision shall not apply in cases where such
person appointed receives compensation at the rate of six hundred dollars per year
or less.”

Through inquiry and representation of the County Auditor, the following relationships
were disclosed:

• The County Attorney’s brother is an Assistant County Attorney.  However, in
accordance with Chapter 331.757, the Board of Supervisors must approve the
appointment.  According to the Certificate of Appointment, the Board approved
the appointment.

• Supervisor Carlson’s wife is a Public Health Nurse (home health aide).  However,
according to the County Auditor, the Board of Health hired the Public Health
Nurse.

• The County Assessor’s mother is a part-time clerk in the County Assessor’s
office.  The County Assessor may hire office personnel in accordance with
Chapter 441.13 of the Code of Iowa, but the provisions of Chapter 71 of the
Code of Iowa apply.  According to information provided by the County Auditor,
this individual has only been paid $34 in October 2002.

• Other relationships were identified which did not appear to be in noncompliance
with Chapter 71 of the Code of Iowa.  For two employees, the relationship was
beyond the third degree and for three employees, the individuals were not
supervised by the relative.

Recommendation – In some cases, the County appeared to be in compliance with
Chapter 71 of the Code of Iowa, but not necessarily with the County’s policy
regarding hiring relatives.  The County Assessor’s employment of her mother does
not appear to conflict with Chapter 71 of the Code of Iowa because she was paid less
than $600.

The County should consult legal counsel to determine the disposition of this matter.
At a minimum, the Manual should be reviewed and clarified and procedures should
be implemented to ensure compliance with the County’s policy and Chapter 71 of the
Code of Iowa.

County Response - The Montgomery County Personnel Policy (Effective July 1, 2002)
states: It is the policy of the Board of Supervisors to avoid the hiring of relatives into
the same department and to prohibit the hiring of relatives into positions that involve
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the supervision of those relatives.  Chapter 71 of the Code of Iowa will govern in all
cases related to this policy.”

Upon the election of County Attorney Bruce Swanson, his brother, Mark, was
appointed as Assistant County Attorney.  This seemed to be a reasonable
appointment since Mark Swanson had previously held the elected office of County
Attorney in Montgomery County, was familiar with the local courts, area attorneys,
law enforcement, as well as the local citizens.  The Board of Supervisors approved the
appointment.  The requirements of Chapter 71 were met.

Regarding Supervisor Dale Carlson’s wife, a home health care aide in the Public Health
Department, she no longer works for this department.

Other situations found that relationships were beyond the third degree or were in
separate departments.

To summarize, direction was sought from the Attorney General’s office (see Exhibit 5).
The County will work to change the language of the Personnel Policy to ensure
compliance with the County’s policy and Chapter 71 of the Code of Iowa, to read:

EMPLOYMENT OF RELATIVES

It is the recommendation of the Board of Supervisors to avoid the hiring of relatives
into the same department and to allow the hiring of relatives into positions that
involve the supervision of those relatives only in extraordinary circumstances and
only with approval of the Board of Supervisors.  This policy is meant to strengthen
rather than contradict Chapter 71 of the Iowa Code, which will take precedence.

Conclusion – Response acknowledged.  Revision of the Board’s policy pertaining to
employment of relatives consistent with the requirements of Chapter 71 of the Code
of Iowa should resolve this issue.  The Board should pursue action to implement this
clarification in the Board’s policy.

(E) Local Option Sales and Services Tax (LOSST) – We reviewed the County’s referendum
designating 100% of its LOSST for property tax relief in Montgomery County, and
more specifically, that 80% of the revenues would be expended for secondary roads.
On March 13, 2003, the Board of Supervisors directed the transfer of 80% of the
LOSST revenue.  According to the resolution, transfers are to be made “from the
Local Option Sales Tax Fund (Fund Number 16000) to the Secondary Roads Fund
(Fund Number 20000) as such funds are received.  This resolution shall remain in
effect from July 1, 2003 until Local Option Sale(s) Tax dollars are no longer specified
for this purpose.”  Transfers have not been made as directed under this resolution.

Recommendation – LOSST revenue should be transferred to the Secondary Roads
Fund in accordance with the approved referendum and the Board’s resolution.  The
transfer to the Secondary Roads Fund from the LOSST Fund would demonstrate
compliance with the LOSST referendum.  However, in order to provide an additional
level of accountability, the County Engineer could use project numbers when coding
the expenditures from the Secondary Roads Department to identify the expenditure
of the LOSST revenue.  While this is not necessarily required by the referendum, it
does allow the County to inform the taxpayers and other interested parties as to how
the LOSST revenue was “used” by the Department.
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County Response - Resolutions are in place for Local Option Sales and Service Tax
transfers to Secondary Roads (signed March 2003): the engineer should do nothing
additional.  The engineer understood it would be acted upon but as each month
passed it became more evident that this Resolution was being ignored, as these
transfers were not taking place; the engineer ultimately broached the issue.  In the
past, the Treasurer has stated she does no transfers until told to do so by the
Auditor.  Whether it is a function of the Treasurer or Auditor is immaterial; whether
or not a Resolution is complied with is material.

Regarding Secondary Roads’ expenditures from LOSST, they are coded, per State
Auditor recommendation, with a project number, and noted as LOSST expenditures
for publication and citizens’ reference.  (See attached Exhibit 6).

Conclusion – Response acknowledged.  We concur with the remarks included in the
County’s Response: “Whether it (transfers) is a function of the Treasurer or Auditor is
immaterial; whether or not a Resolution is complied with is material.”

The County Auditor, as Clerk to the Board, has knowledge of the proceedings of the
Board, including responsibility for the record of actions taken and the complete text
of the motions, resolutions, amendments and ordinances adopted by the board in
accordance with Chapter 331.504 of the Code of Iowa.   In the future, the County
Auditor should inform the Board if actions taken by the Board have not been
complied with.  If it is unclear as to whether this is the County Auditor’s
responsibility, the Board of Supervisors should provide direction to the County
Auditor and other officials, as necessary, to avoid these situations in the future.

(F) Transfers – Chapter 331.429 of the Code of Iowa establishes the requirements for the
maximum amount that may be transferred from the General Fund and/or the Rural
Services Fund to the Secondary Roads Fund.

During the year ended June 30, 2003, the transfer from the Rural Services Fund to the
Secondary Roads Fund exceeded the maximum allowable by $5,410.

Also, a transfer from the Rural Services Fund to the Secondary Roads Fund dated
June 26, 2003 of $14,327 was not documented in the Board minutes.

During the year ended June 30, 2003, two interfund transfers were made from the
General Basic Fund to the General Supplemental Fund.  These interfund transfers
were not documented in the Board minutes.

Recommendation – The County should transfer $5,410 from the Secondary Roads
Fund to the Rural Services Fund to correct the overpayment.

Although the County Auditor and Board Chairperson signed the transfer slips for the
interfund loan, Board approval for all transfers should be documented in the Board
minutes.

County Response - If the Auditor and Treasurer were aware of an overpayment (from
Rural Services Basic) on or before June 26, 2003, it is difficult to understand why a
transfer from General Basic on June 26 and then from Rural Services Basic on
June 30 occurred.

Conclusion – Response acknowledged.  The corrective transfer of $5,410 from
Secondary Roads to Rural Services Basic should resolve the finding pertaining to the
statutory maximum transfer.



21

The item pertaining to the $14,327 transfer from the Rural Services Fund to the
Secondary Roads Fund was included in the draft report provided to the County on
January 18, 2004.  Documentation was provided to the Auditor of State subsequent
to that date and based upon the information provided, the Board approved this
transfer at the meeting on June 30, 2003.

The items pertaining to the interfund transfers from General Basic Fund to the
General Supplemental Fund were included in the draft report provided to the County
on January 18, 2004.  Documentation was provided to the Auditor of State
subsequent to that date.  Two transfers of $25,000 each were made on February 19,
2003 and March 6, 2003.  Repayment of $50,000 was made on April 3, 2003.

The transfer slip provided by the County Auditor was dated February 19, 2003 for the
transfer made on February 19, 2003.  The Board approved this transfer on February
27, 2003.

The transfer slip provided by the County Auditor was dated March 6, 2003 for the
transfer made on March 6, 2003.  However, the minutes record provided by the
County Auditor did not reflect approval for the $25,000 transfer made on March 6,
2003.  We were unable to determine whether the minutes record was incorrect or
whether the Board did not approve this transfer.

The transfer slip provided by the County Auditor was dated March 25, 2003 for the
transfer made on March 25, 2003.  The Board approved this transfer on April 3,
2003.

The Board of Supervisors should approve transfers prior to the actual transfer of
funds.  The minutes record should accurately reflect the action taken by the Board
and transfers should not be recorded until approved by the Board of Supervisors.

(G) Fund Balances – Chapter 331.476 of the Code of Iowa states in part:

“Except as otherwise provided in section 331.478, a county officer or employee shall
not allow a claim, issue a warrant, or execute a contract which will result during
a fiscal year in an expenditure from a county fund in excess of an amount equal
to the collectible revenues in the fund for that fiscal year plus any unexpended
balance in the fund from a previous year.”

The County had a deficit balance in the Rural Services Fund during the month of
October 2002 and deficit balances in the General Fund during the months of
December 2000 through February 2001.

Recommendation – Claims should not be approved for payment when cash balances
are not available unless the debt is authorized by resolution of the Board of
Supervisors and takes the form of anticipatory warrants, loans from other County
funds or other short-term debt instruments or obligations.

County Response - The Board of Supervisors is dependent upon financial information
from each office of Auditor and Treasurer.  Without current and accurate
information, prudent actions are impossible.  The standing Board has been
reasonably cautious to note, and rely upon, the “Certification of available funds” from
the Treasurer before approving claims and payroll.

Conclusion – Response acknowledged.  The Board’s responsibility is to approve claims
for payment based upon the information available to the Board.  We concur with the
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County’s Response: “The Board of Supervisors is dependent upon financial
information from each office of Auditor and Treasurer.  Without current and accurate
information, prudent actions are impossible.”

The County Auditor and County Treasurer should work together with the Board of
Supervisors to ensure compliance with Chapter 331.476 of the Code of Iowa.

(H) Employment Eligibility Verification Forms – New employees are required to complete
Form I-9 “Employment Eligibility Verification”.  The County is required to obtain and
document compliance with eligibility for employment through Form I-9 including
evidence that establishes identity and employment eligibility.  A list of acceptable
documents is provided on Form I-9.  Based upon our review of 20 judgmentally
selected personnel files:

• One did not contain a Form I-9;

• Two did not contain a copy of the employee’s drivers license;

• Nineteen did not contain a copy of an acceptable document from the Form I-9
listing or documentation that the County had observed evidence that
established identity and employment eligibility;

• One was not signed by a designated official for the Employer and

• Six were not dated.

Recommendation – The County should review employee personnel files and update
these documents as needed to demonstrate compliance with the employment
eligibility requirements.  The County should retain a copy of the acceptable
document or document that evidence of an acceptable document was observed for
each employee.

County Response - We understand that the Government has numerous requirements
and that new forms are introduced from time to time.  It is imperative that all elected
and appointed officials and boards are cognizant of all forms and any new
requirements for new employees.  The I-9 is straightforward with the list of
acceptable documents.  It is the intent of the County to bring the deficient files into
compliance.

Conclusion – Response acknowledged.  The County Auditor should implement
procedures to periodically review and/or test compliance to ensure that the
procedures are working as prescribed.

(I) Vehicle Usage and Travel Expense – The County has a written policy for “Fleet Safety –
Vehicle Operations Policy” to promote safe driving by employees.  This policy
prohibits the personal use of County vehicles by employees.  However the Secondary
Roads department and the County Sheriff’s Office require certain employees to
maintain an on call status and are expected to be available with their vehicle at all
times.  Due to the on call status, certain employees may drive a County vehicle to
and from work, within certain guidelines.

The County provides vehicles to certain employees of the Secondary Roads, Weed
Commissioner, Conservation and Sheriff’s departments.  The vehicles are used for
commuting to work when on call.  According to Internal Revenue Service regulations,
when an employee uses a County-provided vehicle that does not qualify as a non-
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personal use vehicle for personal use, including commuting, a non-cash taxable
fringe benefit must be imputed to the employee.

Social security taxes and IPERS are currently not being withheld and paid for personal
vehicle usage.  Personal vehicle usage should be included in the determination of
wages that are subject to social security taxes.  In addition, IPERS regulations state
that wage equivalents provided for the convenience of the employee are covered
wages.  Therefore, IPERS should be calculated and paid for personal vehicle usage.

Recommendation – The Board of Supervisors should establish a written policy
regarding vehicle usage.  The County should seek advice from the County Attorney
as to the proper disposition of payroll reporting for vehicle usage.

County Response - The County does have a policy:  “FLEET SAFETY – VEHICLE
OPERATIONS POLICY – AUTOMOBILES TRUCKS VANS PICKUPS” (see attached
Exhibit 7) which was adopted by the Montgomery County Board of Supervisors in
regular session on January 22, 1998.

This policy states in part (page 5): “Montgomery County strictly prohibits the personal
use of county vehicles, however, secondary roads department and the Sheriff’s Office
does require employees to maintain an on call status and are expected to be available
with their vehicle at all times.  Due to the on call status of some county employees,
the following guidelines have been established.  (1) Use of county vehicles by
employees during non-working hours is allowed for secondary roads as per the
resolution dated February 19, 1985.  In general, this means that on-call employees,
may at the discretion of the engineer, drive a county vehicle to  and from work.  (2)
Use of county vehicles by employees of the Sheriff’s office is required due to the 24
hour on call status of the Sheriff and his deputies.  This does not mean unlimited
personal use of county vehicles but an officer needs to have a vehicle to respond to
an emergency.

The following guidelines apply to the use of county vehicles.

1. It is permissible for employees to make personal stops enroute to and from work.

2. A county employee shall not stop enroute with a county vehicle for the primary
reason of alcohol consumption.

3. An employee convicted of operating a county vehicle under the influence of alcohol
or illegal drugs may be subject to termination.

4. Employees of the Sheriff’s Office should not consume alcohol 8 hours prior to
operation of a county vehicle on duty.”

Further, an Internal Revenue Service, Revenue Ruling (1986-2 C.B. 42, 1986-33 I.R.S.
4.) for Qualified Nonpersonal Use Vehicles (set forth to determine whether a pickup
truck or van meets the definition of a ‘qualified nonpersonal use vehicle.’) was
published on August 18, 1986 (see attached Exhibit 8) and states in part:  Section 3.
Guidelines 01.  “A pickup truck with a loaded gross vehicle weight not over 14,000
pounds is a qualified nonpersonal use vehicle if it falls into one of the following two
categories.  #1. The vehicle is clearly marked with permanently affixed decals or with
special painting or other advertising associated with the employer’s trade, business,
or function and is equipped with at least one of the following: a hydraulic lift gate,
permanently installed tanks or drums, permanently installed side boards or panels
materially raising the level of the sides of the bed of the pickup truck, or other heavy
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equipment, such as an electric generator, welder, boom, or crane used to tow
automobiles and other vehicles.

It is noteworthy that, in the case of the County Engineer, the one vehicle taken home
by an employee does fall within this guideline.  Regarding vehicles within the Sheriff’s
Department, they are properly designated emergency vehicles that include markings,
emergency lights, radio, etc.

Conclusion – Response acknowledged.  This item was included in the draft report
provided to the County on January 18, 2004.  A copy of the County’s policy was
provided to the Auditor of State subsequent to that date.  The County’s policy should
be modified to address non-cash taxable fringe benefits as well as travel expenses
allowable for reimbursement, as noted in our recommendation.  The Board of
Supervisors, County Auditor and County Attorney should work together to develop
and implement this policy.

(J) Valuation Report – Chapter 331.510(3) of the Code of Iowa requires the County Auditor
to submit a valuation report to the Department of Management by January 1st.  The
valuation report for the 2002 new taxable valuations was submitted by email on
January 9, 2003.

Recommendation – The County Auditor should review and revise procedures to enable
statutory compliance and timely submission of the valuation report to the
Department of Management.

County Response - The County recognizes the significance of the valuation report.
Each taxing body is dependent upon this report in order to calculate their revenues
and levies.  Some departments require this information to prepare their budgets, and
without valuation information, some reports are delayed.

On January 9, 2003, a Supervisor asked the Auditor about this report during the
Board meeting; it was completed on or about January 13.  In January 2004, the
valuation report was available to recipients January 2.  However, a correction was
made to that report that was provided to other taxing bodies on or about January 15,
2004.  Supervisor Stoldorf asked for a corrected copy and it was provided March 11,
2004.

Iowa Code 331.510 requires the Auditor to make an annual report not later than
January 1 of assessed valuations of taxable property.  Statutory compliance is not
negotiable and this is no different.

Conclusion – Response acknowledged.  We concur with the County’s Response: “Iowa
Code 331.510 requires the Auditor to make an annual report not later than January
1 of assessed valuations of taxable property.  Statutory compliance is not negotiable
and this is no different.”

(K) County Equipment – Although the County has a policy on Internet and email usage,
the County does not have a written policy governing use of County equipment
including computer equipment.  In accordance with an Attorney General’s opinion
dated May 13, 1983, private use of public property is permissible only if the private
use is incidental to a public purpose and heads of agencies should promulgate rules
establishing guidelines for mixed public and private usage of public-owned property.
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Recommendation – The County should establish a policy regarding use of County
equipment, including guidelines for mixed public and private usage of public-owned
property.

County Response - The County would establish that any private usage of any county-
owned equipment would be secondary to public usage, and that any private usage
would be limited and done only with express approval of the appropriate elected
official or appointed officer or board.

Conclusion – Response acknowledged.  The Board should pursue action to implement
this policy.

(L) Lease-Purchase Agreement – The County entered into a lease-purchase agreement
exceeding $25,000.  The County was unable to demonstrate compliance with
Chapter 331.301(10)(e) of the Code of Iowa, which requires the County to follow
substantially the same procedures required by Chapter 331.443 of the Code of Iowa,
which states in part:

 “Before the board may institute proceedings for the issuance of (bonds) for an
essential corporate purpose, a notice of the proposed action, including a statement of
the amount and purposes of the (bonds), and the time and place of the meeting at
which the board proposes to take action for the issuance of the bonds, shall be
published as provided in section 331.305.  At the meeting, the board shall receive
oral or written objections from any resident or property owner of the county.    After
all objections have been received and considered, the board, at that meeting or a
date to which it is adjourned, may take additional action for the issuance of the
(bonds) or abandon the proposal to issue the (bonds).  Any resident or property
owner of the county may appeal the decision of the board to take additional action to
the district court of the county within fifteen days after the additional action is
taken, but the additional action of the board is final and conclusive unless the court
finds that the board exceeded its authority.  The provisions of this subsection with
respect to notice, hearing, and appeal are in lieu of any other law.”

Recommendation – The County should implement procedures to insure compliance
with the requirements of Chapters 331.301 and 331.443 of the Code of Iowa for
entering into lease-purchase agreements.

County Response - The Secondary Roads Department rented a skid loader on a
monthly basis; retained it for twelve months and acted on a proposal by the vendor
wherein they agreed to apply rent payments to the purchase price.  The agreement
allowed the County Engineer to return the property without penalty at anytime.  The
Board of Supervisors discussed the lease-purchase with the County Engineer.  The
financial analysis provided an additional nine months of usage for the same cost and
without risk (it could be returned without penalty).  Although the County Engineer
could have purchased the equipment outright, because the skid loader was not a
budgeted item, the lease-purchase appeared to be a viable option.  However, it is now
understood that a lease of any type requires notice and a public hearing.

Although the offer of a lease-purchase seemed reasonable and was accepted,
Chapter 331.479 (Other Noncurrent Debt issuance) was overlooked.  Future
transactions will follow the proper procedures as identified in Iowa Code.

The Board of Supervisors has not directed, as per Iowa Code 331.430, to place this in
Debt Service Fund.

Conclusion – Response acknowledged.  The Board’s compliance with Chapters 331.301
and 331.443 of the Code of Iowa will resolve this issue.
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(M) Budget Reimbursement Items – The County Auditor used budget reimbursement
items, such as postage and other reimbursements, to reduce certain receipts and
disbursements.  This resulted in understating the County’s actual revenues/receipts
and expenditures/disbursements.

Recommendation – Receipts and disbursements should not be reduced by
miscellaneous collections except in limited situations such as the correction of
posting errors.

County Response - It is imperative that all elected and appointed officials and boards
understand any changes in procedure.  It is compulsory that the Auditor and
Treasurer adequately explain the change in policy or procedure.  A memo should be
issued to fully explain the change, the reason, and to request compliance by each
department.

Conclusion – Response acknowledged.  We concur with the County’s Response.
Written instruction should be provided to all elected and appointed officials and
boards to provide guidance and explanation regarding this issue.
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Montgomery County

County Auditor’s Responses

July 1, 2001 through June 30, 2002

(A) Minutes Record and Publications –

1. Timely Publications:   County Auditor’s Response:  David Vestal’s letter addressed to
Supervisor Leland Carmichael on April 14, 2003 explained the detail of the board
proceedings shall include a record of all actions taken and the complete text of the
motions, resolutions, amendments, and ordinances adopted by the board.  It also went
on to say the guiding principle should be that the minutes should generally those who
were not present what went on at the meeting.  Many citizens in the county wanted to
see the complete text of the meetings.  In order to comply with citizens wishes, the task
was very time-consuming, making it impossible to publish timely.  When the board met
every day, it became an impossibility to get board minutes done, as we were working
with the board all day with the budgets.  This was compounded with deadline dates for
publications.  The board of supervisor’s meetings were held on Thursday mornings.
However, some meetings were quite long, making the deadline of “noon” on Thursday
impossible to get the minutes to them timely.  Even if we did meet that guideline, the
paper may not publish for another 10 days.  One newspaper publishes on Tuesday
with a noon deadline on Thursday, which is the board meeting and numerous meetings
haven’t concluded at the time, let alone having minutes completed.  The other paper
publishes on Thursday.  We listened to the tapes for accuracy.

For several months the minutes have been condensed, and timely submissions
for publications have been exercised.  Technology has made it possible to e-mail
the minutes to the official newspapers.

Prior to the current Auditor coming into office in 1997, the claims lists were as much
as six months behind with no notation in the audit conducted by the State Auditor’s
Office.  The Auditor was not aware the prior Auditor was not following the law, as the
current Auditor was not aware of the guidelines.

The Auditor has recently changed the time period of publicizing the claims to
reflect a timely publication.

2. Official Signatures: – County Auditor’s Response:  Chairperson of the board does not
come in and sign the minute book.  The chairperson has been asked numerous times
and doesn’t do it.  The Auditor waits to sign until the Chair has signed, since the
Auditor is attesting the Chair’s signature.

We are in the process of getting the minute book signed, and intend to keep it
up, with the Chair’s cooperation.

3. Posting Agendas – County Auditor’s Response:  For the last 30 years the agenda has
been posted by 10:00 a.m. the day before the meeting (Audited by the State).

Agendas for the Board of Supervisors meeting are posted in accordance with
21.4.
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4. Documenting Vote of Each Member Present – County Auditor’s Response:  You noted in
some cases only two members voted.  Previous to 2003 there were only 3 members and
the Chair did not vote, unless required to break a tie.  The policy of the board was for
the chair not to vote (again, last 30 years).

When the board takes a roll call vote, each member’s vote is now recorded in the
minutes.

5. Valid Meetings – County Auditor’s Response:  The 2/24 minutes stated that Stoldorf was
present inadvertently.  The minutes will be proofread and compared to agendas for
accuracy.  Stoldorf was present via speakerphone at 9:05 a.m.  There was a quorum
present with 3 in person with a 4th via electronic means.  (See 21.2(2))  A quorum is 3
people with a 5 member board.

On 2/21 a motion was made to meet at 9:00 a.m. on 2/24.  Sometime over the weekend,
Stoldorf had conversations over the phone with two other supervisors, organizing a
change in the time of their 2/24 meeting.  The clerk was not notified of this change.
Stoldorf posted a new agenda sometime between Friday evening and Sunday afternoon,
with a time change.  Stoldorf placed the agenda in a locked case of which she didn’t
have a key to.  (The public could not see this posting, as the courthouse was locked
during the weekend.)  When Stoldorf was approached by other members of the board
about how this revised agenda was placed in a locked case without the key, Stoldorf
replied she posted the agenda on the doors of the courthouse.  Auditor Magneson and
Assistance Auditor Miller will testify under oath there were no such postings, as the
Auditor and Assistance Auditor came in to work on Sunday afternoon to finalize what
the board needed for their 2/24 meeting at 9:00 a.m.

6. County Auditor’s Duties – County Auditor’s Response:  There were no intentional
editorial comments made by the clerk.  The clerk was careful to print “what was
said” by carefully listening to the tapes.

The minutes reflected the discussion of the meetings.  The minutes now only record the
agenda item, motions, resolutions, amendments and ordinances adopted by the board,
along with the record of votes on each item.

You noted that several pages in the minute  book were taped over.  The minutes are
printed on the pages from a P.C.  There are equipment malfunctions or human error
in setting the margins to print.  When errors occurred it was printed on another sheet
and taped in the book so it would look better.

In the future if a human error or equipment malfunction happens a line will be
drawn through it or the whole page crossed out.

7. Open Meetings – County Auditor’s Response:  The county auditor placed the 1st

bargaining session on the agenda for January 6, 2003.  The county’s union
negotiator, Alan Kirshen, informed the County Auditor and board that his meeting
was not being held in open meeting according to Chapter 20.17.  The union negotiator
is an attorney and advised the board. (The Board will hold the first and second
bargaining session in the future in an open meeting.

(B) Certified Budget – County Auditor’s Response:  It is difficult for the Auditor to comply with
331.433(2) when the board and engineer don’t comply with 331.433(1).  The board was
not physically here 1/20/03, as they were attending ISAC new officer’s school in Des
Moines.  (See attached).
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The Auditor sent budget worksheets to departments on December 9, 2002.  The
Auditor mailed the board members their department’s budget along with a
memo requesting the completed budgets be turned into the Auditor’s office by
December 31.  Budgets for 04/05 were turned in by the due date this year.  The
budget was on the Supervisor’s desk on January 20, 2004.  (See attached).

There were no requests prior to the hearing for budgets.  The Auditor charged for copies
of the budget based on past precedence of the office (prior administration).

Budget materials available at the hearing were based on past precedence-by prior
administrations, which is not always correct.  The board did not direct the Auditor of
any change in this procedure.  The board, in essence violated the law by not
designating access of the county budget per Iowa Code 331.434(2).

Copies of the budget will be available free of charge to persons requesting them in
the future.  The board will have copies available at the public hearing in the
future.  (See attached minutes of February 18, 2004 for designation for FY
04/05).

(C) Conflicts of Interest/Incompatible Positions – County Auditor’s Response:  Upon Advice of
the County Attorney in a letter dated 12-20-02, Leland Carmichael was allowed to hold 2
elective offices.  Now due to this reaudit, Leland Carmichael resigned as Mayor of
Villisca on 2-10-04 upon advice of County Attorney and Iowa Attorney General.  (See
attachments).  The incompatibility no longer exists.  (See attachments).

Supervisor Carlson’s wife was a home care aide, not a Public Health Nurse.  She was hired
2-6-01 by the Public Board of Health.  Supervisor Carlson took office 1-1-03.  The board
of supervisors do not approve the wages of Public Health employees per Iowa Code
137.6(4).  Therefore, it does not appear to be a conflict of interest.  In that particular
meeting, Carlson made a motion to reduce expenditures per 2-20-03.  (See attached.)

(D) Nepotism – County Auditor’s Response:  Once again, the Public Health Board, NOT the
board of supervisors hired Mrs. Carlson as a home care aide-not a public health
nurse.

The County’s policy regarding the employment of relative states that Chapter 71 of
the Code of Iowa will govern in all cases related to this policy.

(E) Local Option Sales and Services Tax (LOSST) – County Auditor’s Response:  The LOSST
revenue has been transferred retroactive to 7-1-03 on 10-9-03.  The revenue is
transferred monthly upon notice from the County Treasurer-much like the
transfers from General Basic and Rural Services are.  (See attachments).

NOTE:  THE COUNTY AUDITOR DOES NOT ORDER THE TRANSFER OR MAKE THE
TRANSFERS.  THIS IS A TREASURER’S RESPONSIBILITY.

(F) Secondary Roads Transfers – County Auditor’s Response:  The County Auditor and
Treasurer had calculated that secondary roads had received $332.40 in excess of
maximum allowed per code from Rural Services basic as of May, 2003.  Therefore the
Treasurer had initiated a negative transfer for this amount and placed it on the board’s
agenda.  The engineer then telephoned the Treasurer about this agenda item.

Since an issue was going to arise concerning this corrective action, the County Auditor and
Treasurer phoned Andy Nielsen, Deputy State Auditor concerning this issue.  Nielsen told
us NOT to use that worksheet format-it was outdated.  Nielsen said that we should
transfer whatever has been budgeted for transfers to Secondary Roads, if the fund has the
money.
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We did not feel this was right because we were using the formula provided in 331.429, but
the State Auditor’s office is the authority on this.  Now that the re-audit came about, the
State Auditor’s opinion is that the statutory maximum has been exceeded for Rural
Services Basic, this is what the County Auditor and Treasurer were trying to avoid.

The county will make the corrective transfer from Secondary Roads to Rural Services
Basic in the amount of $5,410.34.

The transfer from Rural Services Fund to Secondary Roads dated June 26, 2003 for
$14,327.39 was documented in the Board minutes of June 30, 2003.  The county
has submitted two (2) copies of these minutes to the State Auditor showing this
approval so we don’t know why this item is here.  (See enclosed 3rd attachment.)

This was not approved on June 26 because it was not on the agenda for that meeting.
The date of June 26th was written on the transfer slip in error, (human error) as the
transfers are normally presented on the same day.  This was not on the agenda
because of the deadline for the agenda for this meeting and our conversation as
stated above.

During the year ended June 30, 2003, two interfund loans were made from the General
Basic Fund to the General Supplemental Fund.  The first loan in the amount of
$25,000.00 was approved by the board on February 27, 2003 and was properly recorded
in the minutes, which we are providing the State Auditor for the third time.

The second loan in the amount of $25,000.00 was signed by the Chairman of the Board of
Supervisors, Glen Benskin on March 6, 2003.  The resolution adopted by the board on
February 4, 2003 authorized the Auditor to take correct action.  (See attachment.)

The repayment of the $50,000.00 loan was approved and properly recorded in the minutes
of April 30, 2003, which we are providing the State Auditor for the third time.

Interfund loans will be on the agenda for board approval in the future.

(G) Fund Balances – County Auditor’s Response:  The board approved the payment of claims
allowing the funds to have a deficit balance.  The county has learned from this error.  The
county auditor and treasurer have taken the responsibility to see that this doesn’t
happen again, even though it is the board’s responsibility to do so.

The County Auditor and Treasurer have been very diligent to insure this does not
happen in the future.

(H) Employment Eligibility Verification Forms – County Auditor’s Response:  It has been the
practice of the Montgomery County Auditor to acquire the necessary documentation
for Form I-9 and keep in employee personnel files.  Human error has occurred.  The
Auditor has talked with her staff and set-up a written procedure to follow upon
receiving documents from other departments for new employees.  The County will
follow and demonstrate compliance with employment eligibility requirements.

(I) Vehicle Usage and Travel Expense – County Auditor’s Response:  The County does not have
a written policy regarding vehicle usage.  The County Auditor has made attempts to
implement the IRS policy but is shot down each time by the board or someone else
stating that these people are “essential emergency personnel”.
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(J) Valuation Report – County Auditor’s Response:  The valuation report requires input of
military values, TIF percentage compilation, balancing of values with Assessor, which
means pulling out pollution control and forest and fruit trees values.  With the Auditor’s
very busy schedule, (especially after a November election), it’s very difficult to meet that
deadline.  The prior Auditor never had the valuation report done until the middle to
the end of January, and the State Auditor’s Office was auditing Montgomery County
at that time.  No recommendation came from the State.

December 30, 2003, the Auditor completed and e-mailed to the State the Montgomery
County Valuation Report.  The County plans to comply with the Code of Iowa
chapter 331.510(3).  We have attached other counties valuation reports.  Please note
the run dates.

(K) County Equipment – County Auditor’s Response:  The County does not have a policy
governing use of County equipment including computer equipment.  The Auditor’s
Office, however, has implemented a policy that has been distributed to department
employees.  There is no knowledge that such activities occur.  The county board will
work with the county attorney to promulgate rules establishing guidelines for
mixed public and private usage of public-owned property.

(L) Lease-Purchase Agreement – County Auditor’s Response:  The County engineer entered into
a municipal lease agreement with Mid-Land Equipment Company L.C. January 31, 2002
for a used Case 95XT Skid Steer and used Olitec CS40 Cold Planer without the
knowledge or approval of the Board of Supervisors.  This lease was not uncovered until
the first payment was made January 24, 2003 in the amount of $12,488.49 to Case
Credit Corporation.

The lease payment came out of the new equipment function (07200) rather than debt
service (10100).  A journal entry at fiscal year end was made to reclassify this payment to
the debt service area in the accounting system.  The engineer chose not to correct on the
engineer’s side.  The payment has not been made out of debt service (10100) yet.  Another
journal entry will be made June  30, 2004.

The board will follow 331.301 and 331.443 if the board is aware of the intent to enter
into a lease agreement.

(M) Budget Reimbursement Items – County Auditor’s Response:  The Auditor has only used
reimbursements for postage.  Other departments that have used reimbursements for
various things are the engineer, treasurer, assessor, public health, and county attorney.

Each department is responsible for coding their revenues deposited with the Treasurer.
Items classified as “reimbursements” are inherited from the Treasurer by the Auditor at
month-end.  At that time expenditures are reduced according to the line items given to
the Treasurer on the miscellaneous receipts.

The engineer, however, continues to reimburse photo copy revenues, insurance proceeds
for vehicle repair, secondary roads materials, salt and sand.  The Treasurer has tried to
talk to the engineer to correct some of these items, but has not been able to get the
corrections from him.

Receipts and Disbursements will not be reduced by miscellaneous collections except
in limited situations such as the correction of posting errors.
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Montgomery County

Staff

This reaudit was performed by:

Susan D. Battani, CPA, Director
K. David Voy, CPA, Manager
Cory A. Warmuth, CPA, Staff Auditor

Andrew E. Nielsen, CPA
Deputy Auditor of State
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