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FOR RELEASE December 17, 2024 515/281-5834 

Auditor of State Rob Sand today released a report on the Iowa Judicial Branch for the year ended 

June 30, 2023.  The Iowa Judicial Branch is comprised of the Supreme Court, the Court of 

Appeals, the District Courts, the Clerks of District Court and the Court Administrator. 

The Iowa Judicial Branch’s purpose is to exercise general, general appellate and original 

jurisdiction in civil and criminal cases and in all proceedings including probate and juvenile 

matters.  The Iowa Judicial Branch determines rules for admission and discipline of the bar and 

adopts rules regulating appellate practice and procedures and promulgates regulations of the 

Commission on Judicial Qualifications, the Board of Law Examiners and the Board of Shorthand 

Reporters.  

AUDIT FINDINGS: 

Sand reported four findings related to the Iowa Judicial Branch.  The findings are found on pages 3 

through 9 of this report.  Sand recommended the Judicial Branch implement procedures to 

improve controls over financial reporting and compliance with requirements for timely submission 

of targeted small business quarterly reports and timely submission of unclaimed property to the 

Office of Treasurer of State.  Sand also recommended the Judicial Branch work to complete the 

necessary programming changes to ensure the proper allocation of court debt and take steps to 

correct misallocations.  The Iowa Judicial Branch’s responses to the recommendations are 

included in the report. 

Management of the Iowa Judicial Branch have a fiduciary responsibility to provide oversight of the 

Iowa Judicial Branch operations and financial transactions.  Oversight is typically defined as the 

“watchful and responsible care” management exercises in its fiduciary capacity. 

A copy of the report is available for review on the Auditor of State’s website at 

Audit Reports – Auditor of State. 

# # #

https://auditor.iowa.gov/reports/audit-reports/
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December 17, 2024 

Iowa Judicial Branch 
Des Moines, Iowa 

To the Iowa Judicial Branch: 

I am pleased to submit to you the Report of Recommendations for the Iowa Judicial Branch for the year 
ended June 30, 2023.  The report includes findings pertaining to the Department’s internal control and 
compliance with statutory requirements and other matters which resulted from the fiscal year 2023 
audit.   

I appreciate the cooperation and courtesy extended by the officials and employees of the Iowa Judicial 
Branch throughout the audit.  If I or this office can be of any further assistance, please contact me or 
my staff at 515-281-5834.   

 Sincerely,  

 Rob Sand 
 Auditor of State 
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December 17, 2024 

To the Iowa Judicial Branch: 

The Iowa Judicial Branch is a part of the State of Iowa and, as such, has been included in our audit of 
the State’s Annual Comprehensive Financial Report (ACFR) and the State’s Single Audit Report for the 
year ended June 30, 2023. 

In conducting our audits, we became aware of certain aspects concerning the Iowa Judicial Branch’s 
operations for which we believe corrective action is necessary.  As a result, we have developed 
recommendations which are reported on the following pages.  We believe you should be aware of these 
recommendations, which include findings pertaining to the Judicial Branch’s internal control and 
statutory compliance and other matters.  These recommendations have been discussed with Iowa 
Judicial Branch personnel and their responses to these recommendations are included in this report.  
While we have expressed our conclusions on the Iowa Judicial Branch’s responses, we did not audit the 
Iowa Judicial Branch’s responses and, accordingly, we express no opinion on them. 

This report, a public record by law, is intended solely for the information and use of the officials and 
employees of the Iowa Judicial Branch, citizens of the State of Iowa and other parties to whom the Iowa 
Judicial Branch may report.  This report is not intended to be and should not be used by anyone other 
than these specified parties. 

We would like to acknowledge the many courtesies and assistance extended to us by personnel of the 
Iowa Judicial Branch during the course of our audit.  Should you have questions concerning the above 
matters, we shall be pleased to discuss them with you at your convenience.  Individuals who participated 
in our audits of the Iowa Judicial Branch are listed on page 10 and they are available to discuss these 
matters with you. 

 
 
 

  Brian R. Brustkern, CPA 
  Deputy Auditor of State 

cc: Honorable Kim Reynolds, Governor  
 Kraig Paulsen, Director, Department of Management  
 Tim McDermott, Director, Legislative Services Agency 
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Findings Reported in the State’s Single Audit Report: 

No matters were reported. 

Findings Reported in the State’s Report on Internal Control: 

Financial Reporting  

Criteria – A deficiency in internal control over financial reporting exists when the design or operation 
of a control does not allow management or employees, in the normal course of performing their 
assigned functions, to prevent, or detect and correct, misstatements of the financial statements on 
a timely basis.  Properly designed policies and procedures and implementation of the policies and 
procedures are an integral part of ensuring the reliability and accuracy of the State’s financial 
statements. 

Departments record receipts and disbursements in the Integrated Information for Iowa (I/3) system 
throughout the year, including the accrual period.  Activity not recorded in the I/3 system is reported 
to the Iowa Department of Administrative Services – State Accounting Enterprise (DAS-SAE) in a 
GAAP package.  Departments submit their GAAP packages to DAS-SAE by the first week of 
September each year. 

Condition – Accounts receivable were understated by $12,658,702, allowance for uncollectible 
accounts were understated by $10,126,961, and net receivables were understated by $2,531,741.  
These amounts were properly adjusted for reporting purposes. 

Cause – Although policies and procedures are in place to review GAAP package information, the 
review did not identify the misstatements. 

Effect – The amounts reported as accounts receivable, allowance for uncollectible accounts, and net 
receivables were misstated. 

Recommendation – The Judicial Branch should implement additional policies and procedures to 
ensure accounts receivable, allowance for uncollectible accounts and net receivables are properly 
reported in the GAAP package. 

Response – We will continue to evaluate and improve our internal review process to ensure that 
errors will be caught before the package is submitted. 

Conclusion – Response accepted. 

Other Findings Related to Internal Control: 

No matters were reported. 
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Findings Related to Statutory Requirements and Other Matters: 

1) Targeted Small Businesses – Chapter 73.16 of the Code of Iowa requires the Director of each state 
agency or department of state government (state agency) having purchasing authority, in 
cooperation with the Targeted Small Business (TSB) Marketing and Compliance Manager of the 
Iowa Economic Development Authority (IEDA) to establish a procurement goal for certified targeted 
small businesses each fiscal year.  The procurement goal shall include the procurement of goods 
and services, including construction, but excluding utility services.  The goal shall be stated in 
terms of a dollar amount and at a level exceeding the procurement levels from certified targeted 
small businesses during the previous fiscal year. 

Departments with an established TSB procurement goal are required to report the dollar amount 
of purchases from certified targeted small businesses to the TSB Marketing and Compliance 
Manager of the IEDA within 15 business days following the end of each calendar quarter. 

The Department did not provide the 4th Quarter report to the TSB Marketing and Compliance 
Manager of the IEDA within 15 business days as required. 

Recommendation – The Department should ensure quarterly reports are submitted to the TSB 
Marketing and Compliance Manager of the IEDA within 15 business days, as required.  

Response – With the change in Directors, there was no quarterly reminder set up for the 
submission of the report.  That has been corrected and the new Director is on the FY24 email list 
from IEDA.  Quarterly reminders are now in place and reports will be submitted within 15 business 
days as required.  

Conclusion – Response accepted.  

2) Unclaimed Property – Chapter 556.11 of the Code of Iowa requires each County Clerk of District 
Court to report and remit outstanding obligations, including checks, trusts and bonds held for 
more than two years, to the Office of Treasurer of State annually.  In addition, each state and 
territory in the United States requires each County Clerk of District Court to report and remit 
outstanding obligations, including checks, trusts and bonds.  Each state has its own holding 
period for reporting and submittal.  The Iowa Judicial Branch, State Court Administrator’s Office 
is responsible for preparing this report for certain County Clerk of District Court Offices. 

(a) The State Court Administrator’s Office did not remit all non-trust obligations for certain 
County Clerk of District Court Offices to the Office of Treasurer of State on a timely basis. 

(b) The State Court Administrator’s Office did not remit all trust obligations for certain County 
Clerk of District Court Offices to the Office of Treasurer of State on a timely basis. 

Recommendation – The Judicial Branch should implement policies and procedures to ensure that 
report is filed before November 1, in accordance with Chapter 556.11(4) of the Code of Iowa.  

Response – The Branch has contracted with a national unclaimed Property Contractor (Sovos) to 
assist with national unclaimed property reporting from our 100 clerk of court offices and to 
consolidate our reporting to one entity versus 100 different offices.  This work has begun in fiscal 
year 2025.  This will assist in ensuring that all items eligible will be remitted at the appropriate 
time. 

Conclusion – Response accepted. 
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3) State Court Debt Allocation Issue – The Iowa Legislature made changes to how the Iowa Judicial 
Branch system (Judicial) was to distribute court debt receipts.  Issues with the proper distribution 
of court debt receipts have been identified and reviewed.  A timeline of events regarding this issue 
is shown below: 

June 25, 2020 Governor Reynolds signed Senate File 457 into law.  The Senate File 
changed the way court debt receipts collected by Judicial are distributed 
to state and local governments and went into effect July 15, 2020.  This 
change required a complete overhaul of transfer coding within three weeks. 

June 8, 2021 Governor Reynolds signed Senate File 367 into law.  The Senate File made 
further revisions to the way court debt receipts are distributed by Judicial, 
including assignment of delinquent cases to the Iowa Department of 
Revenue for collection.  This change required additional transfer coding 
changes.   

 The section amending Chapter 602.8107 of Code of Iowa went into effect 
January 1, 2022.  Whereas, the section amending Chapter 602.8105, 
section 2, paragraph “h” went into effect upon enactment (June 8, 2021) 
and the section amending Chapter 602.8105, subsection 2, paragraph “h” 
went into effect retroactively to July 15, 2020. 

February 15, 2022 The Iowa Judicial Branch, State Court Administration (SCA) received 
concerns from the Iowa State Sheriff’s and Deputies Association about the 
distribution of court debt receipts.  SCA started to look into the issue and 
decided to seek a third-party expert to review. 

May 27, 2022 SCA received a proposal from the National Center for State Courts (NCSC) 
to perform a court cost distribution analysis. 

July 11, 2022 After further discussion with NCSC, SCA received a revised proposal from 
NCSC for the court cost distribution analysis. 

July 26, 2022 Mike Guanci (Iowa Department of Management (DOM)) sent an email to 
Jonathan Makovec (Iowa Department of Transportation (DOT)) to inquiry 
about a decrease in commercial motor vehicle ticket revenue from DOT 
enforcement.  The email references the Road Use Tax Fund (RUTF) account 
used to record distributions from Judicial, see Appendix 1. 

August 15, 2022 Email from Kevin Beichley (DOT) to Annette Kunde (SCA) to discuss 
declining revenue in the RUTF and to inquiry if there was an error in the 
coding or change in the deposit process, see Appendix 2. 

September 19, 2022 SCA signs a contract with NCSC to perform a court cost distribution 
analysis. 

September 28, 2022 SCA sends a letter to DOT acknowledging there is a problem and stating 
they are starting a comprehensive review, see Appendix 3. 
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October 7, 2022 Shean Fletchall (DOT) sent an email to John McCormally (Office of Auditor 
of State (AOS)) to inform him of the issue with state court debt 
distributions and let him know Kevin Beichley will be the point of contact 
for DOT.  McCormally forwards the email on to Ernie Ruben, AOS 
Financial Audit Division Deputy and Janet Mortvedt, AOS Audit Manager 
for the DOT audit, see Appendix 4. 

October 10, 2022 Janet Mortvedt (AOS) reaches out to Kevin Beichley (DOT) to set up a 
meeting to discuss the issue. 

October 11, 2022 Kent Farver (SCA) emailed Ernie Ruben (AOS) to disclose the issues with 
the distribution of court costs and to request a meeting, see Appendix 5. 

This communication was in line with Chapter 11.2 (2) of the Code of Iowa 
which requires Departments to notify the Auditor of State regarding any 
suspected significant financial irregularities. 

October 12, 2022 Janet Mortvedt (AOS) meets with Kevin Beichley (DOT) to discuss the issue 
and passes on DOT’s concerns to Ernie Ruben (AOS).   

 Ernie Ruben (AOS) met with Kent Farver (SCA), who also informed Ruben 
about the distribution issue and that Judicial SCA had contracted with 
the NCSC to review how their system was distributing the funds.  At this 
point the determination was made to rely on the NCSC review to be 
completed since they were already engaged, and then review to ensure the 
issue had been fully addressed and appropriate corrective actions taken. 

April 19, 2023 Kent Farver (SCA) emailed Ernie Ruben (AOS) to let him know the NCSC 
review “has been moved back to the end of June due to the complexity of 
their work and the analysis of all the FIN codes they are having to review”, 
see Appendix 6. 

August 10, 2023 Kent Farver (SCA) emailed Ernie Ruben (AOS) to let him know the NCSC 
review had been completed and included an attachment of their report, 
see Appendix 7.  During an in person meeting later in August, Farver also 
let Ruben know, while the report pointed out issues which needed to be 
resolved, it did not provide any details as to how much had been 
distributed incorrectly.  Therefore, Judicial was initiating an in-house 
review to determine the dollar amounts involved and the specific 
programming changes which needed to be made.  Once this review was 
complete, SCA would provide AOS as well as their other stakeholders with 
the results of the review.  AOS, as in accordance with standards, would 
then audit those numbers once received. 
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October 2, 2024 SCA staff met with AOS staff to walk through the results of both the NCSC 
review as well as their in-house review.  Judicial informed AOS that they 
had met with the Iowa Department of Management (DOM) and planned to 
meet with the other stakeholders as well.  The results of the in-house 
review included their preliminary findings as to the dollar amounts 
incorrectly allocated to the State General Fund, and how much should 
have gone to other state funds, as well as non-state funds.  Judicial was 
actively working on the needed programming changes which were 
implemented on November 22, 2024 to correct the issue moving forward.  
Once this is in place, SCA will correct allocation errors that have occurred 
since July 1, 2024 as the fiscal year is still open. 

October 22, 2024 Kevin Beichley (DOT) emailed to Gloria Van Rees (DOM) a timeline of key 
dates regarding the RUTF citation revenue issue, see Appendix 8. 

October 23, 2024 Kent Farver (SCA) and Anthony Heibult (AOS Incharge for the Judicial 
audit) met and walked through the documentation supporting Judicial’s 
review and Kent subsequently emailed final dollar amounts incorrectly 
allocated to the State General Fund, $27,553,261 overallocated, and how 
much should have gone to other state funds, $23,603,716 under allocated, 
as well as non-state funds, $3,949,545 under allocated.  The overall over 
and under allocations net to zero, meaning all dollars were accounted for 
and had not left taxpayer accounts. 

November 12, 2024 SCA staff met with AOS staff to discuss engaging AOS to perform agreed 
upon procedures on the in-house review done by Judicial and report any 
findings from the procedures performed.  A separate report will be issued 
by AOS once the procedures are complete. 
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From fiscal year 2021 through fiscal year 2024 seven State funds were under allocated and three 
State Funds were over allocated.  The table below shows the funds which were under allocated as 
well as the lowest monthly cash balance in each fund during this time period.  The State General 
fund was over allocated $27,553,261, the SOS Revolving Fund was over allocated $90,174 and the 
Jury Witness Fund was over allocated $74,166.   

Total Under Lowest Monthly
Allocation Cash Balance

Fund Name Description FY21 to FY24 FY21 to FY24

General Fund Iowa Department of Revenue Collection Fee 53,854$         
General Fund Juvenile Detenetion Home Fund 4,051,809      

4,105,663      271,649,845   

Criminal Laboratory 1,761,657      686,019          
D.A.R.E. Surcharge 139,624         9,984              *
DOT Operating Fund-84 6,359             6,268,727       
Road Use Tax Fund 10,425,636    53,247,042     
Sex Offender Registry 102,933         105,890          
Victim Compensation Fund 7,226,185      2,695,847       

23,768,057$  

* From July 2020 through September 2021 amounts receipted into the D.A.R.E. fund for drug abuse surcharge were 
completely remitted to DARE Iowa, Inc. on a monthly basis, resulting in a monthly cash balance of $0.  During this 
period the lowest monthly remittance to DARE Iowa, Inc. was $9,984.  Beginning in October 2021 remittances 
were based on claims submitted, resulting in excess drug abuse surcharge receipts accumulating in the fund.  
From October 2021 through June 2024 the lowest monthly reimbursement to DARE Iowa, Inc., excluding months 
in which a reimbursement was not requested, was $3,694.  As of June 30, 2024 the D.A.R.E. fund had a cash 
balance of $249,736.

 
Contrary to implications from numerous officials, these cash balances show that each of the under 
allocated funds had sufficient balances during this period to continue normal operations and fund 
all programs to the degree the legislature had desired. 

Recommendation – The Judicial Branch should work to complete the necessary programming 
changes to ensure the proper allocation of court debt and take steps to correct any misallocations 
that have occurred during fiscal year 2025.  Once the AOS agreed upon procedures are complete, 
the Judicial Branch should work with the Iowa Department of Management and the State 
Legislature to address the incorrect allocations from fiscal years 2020 through 2024. 

The Legislature should ensure that complicated funding changes not take effect until state 
branches and agencies have sufficient time to accurately and carefully make all necessary changes. 
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Response –  

The Judicial Branch collected and distributed all fines and fees collected during FY21 through 
FY24; unfortunately, some programming errors did affect the distribution of approximately 4.68% 
of funds collected from FY21 – FY24.  

On November 22, 2024, the Judicial Branch implemented new programming to correct 
programming errors in its case management system.  These changes, along with adjustments to 
retroactively correct distributions back to July 1, 2024, are being made to ensure that court debt 
revenue is distributed as required by Iowa Code.  The programming changes are first reflected in 
November distributions, which are paid in early December, and the changes will remain in effect 
for distributions on an ongoing basis.  

The branch cannot move funds that were misallocated in prior fiscal years.  We are interested and 
willing to work with all court debt stakeholders to correct all misallocations from FY21 through 
FY24.  

The branch has contracted with a third party to review the programming changes and ensure that 
the programming changes made by Judicial Branch Information Technology (JBIT) are doing what 
was defined during the review and legal analysis of the court debt misallocation.  It is also working 
with the state auditor to set up an engagement to review the financial findings and verify that the 
over and under allocation numbers and the funds impacted as calculated by JBIT are accurate.  

The branch is also developing an internal audit process to audit all changes made to programming 
due to legislative change.  This plan will ensure that internal reviews for both legal and financial 
compliance are completed before new programming or changes to programming are put into 
production.  The branch is also beginning the process of contracting for a complete review of JBIT 
structure and staffing as it relates to the case management system and the financial programming 
being completed within it. 

Conclusion – Response accepted. 
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Staff: 

Questions or requests for further assistance should be directed to: 

Brian R. Brustkern, CPA, Deputy 
Tammy A. Hollingsworth, CIA, Manager 
Prem Gobin, Senior Auditor II 
Anthony M. Heibult, Senior Auditor II 

Other individuals who participated in the audit include: 

Austin G. Gohlmann, Assistant Auditor 
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