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A BILL FOR 
l An Act relating to the auditing of certain nonprofit 

2 organizations by the auditor of state. 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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S.F. 11'fZ H. F. 

1 Section 1. Section eleven point ten (11.10), Code 1975, 

2 ~s amended to read as follows: 

3 11. 10 EXA..'li"'ATIONS. Said auditors s:1all i1ave the right 

4 while mak~ng said examinations, to examine all papers, books, 

5 records, and documents of any of said officers and s:1all have 

6 the r~ght, in the presence of the custodian or fi~~ the 

7 custodian's deputy, to have access to the cash drawers and 

8 cash ~n the off~cial custody of ~uch officer, and a like 

9 right, during business hours, to examine the publ~c accounts 

10 of the county, school or city in any depository which has 

11 public funds in its custody pursuant to the law or the ac-

12 counts of a nonprofit orqani zation. For purposes of this 

13 chapter, "nonprofit organization" means any public or private 

14 nonprofit organization which receives at least fifty percent 

15 of its funding fro~r federal, state and local govern::1ent 

16 sources. 

17 Sec. 2. Section eleven point eleven (11.11), Code 197'i, 

18 is amended to read as follows: 

19 11.11 SCOPE: OF EXNHNATIOi'<S. 1\ll examinatior.s shall 00 

20 made without notice to the office examined. On every exa~ina-

21 tion 1nquiry shall be made as to the fitlancial condition and 

22 resources of the courrty, nonprofit organ1zation, school or 

23 city; whether the cost !_.>rice for inprovements and ~aterial 

24 1n said county, nonprofit organization, school or city is 

25 1.r. excess of the cost price for like thinqs in other cou:Jti..es, 

26 similar nonorofit organizat1ons, schools or cities of the 

2 7 state; whether t:le county,. JJC>ll:Jrof it ore ani zation, school 

28 or city authorities are complying witll the law; and whether 

29 the accounts and re?orts are being accurately kc!_.>t. 

30 Sec. 3. Section eleven point fourteen (11.1~), Code 1975, 

31 is amer1ded to read as follows: 

32 11. 14 REI•OR':i.'S--PUBLIC IiJSPECTIO~;. A report: of such exam .. 

33 inatior1 shall be milde in triplicate signeJ a::d verified b~' 

34 the officers ~aking the examinat].on; one copy to be filed 

35 with the auditor of state, one copy with tl1e officer under 
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1 investigation, and one copy to the county auditor who shaJ.l 

2 transmit same the copy to the board of supervisors if a councy 

3 office is under investigation, or with the president of the 

4 school board if a school is under investigation, or with c!"le 

5 board of Jirectors if a nonerofit organization is unJer 

6 illvestiqation, or v:ith the r.1ayor and the council if a city 

7 office is under examination. All reports shall be open to 

8 public inspection, including copies on file in the office 

9 of the state auditor, and refusal on the part of any public 

10 official or officer of a nonprofit organization to permit 

11 such inspection when such re~orts have been filed with ~±ffi 

12 the official or officer shall constitute a misdemeanor and 

13 shall be punishable by a fine not to exceed fifty dollar~ 

14 or by imprisonment in the county jail not to exceed fifteen 

15 days. 

16 In addition to the foregoing, notice that the report has 

17 been filed shall be forwarded immediately to each newspa<oer, 

18 radio station or television ~tation located in the county, 

19 municipality or school district which is under investigation 

20 or audit; except that if there is no newspaper, rad~o station 

21 or television station locateJ therein, such notice shall be 

22 sent to the official newspapers of the county. ~~otice of 

23 reports filed for nonprofit organizations which are under 

24 invest~gatioa or audit s;•all be transmitted immediately to 

25 each aev1spaper, radio station or television station in the 

26 municipality in whicl1 the nonprofit organization's main office 

27 is located and to the official newspapers of all counties 

28 served by the nonorofit organization. 

2 9 Sec. 4. Section eleve11 point eighteen ( 11. 18), unnumbered 

30 paragraphs one (1) and three (3), Code 1975, are amended to 

31 read as follows: 

32 The financial condition and transactions of all cities 

33 and city offices, nonprofit organizations, merged areas, aJ;"ea 

34 education agencies and all school offices in school districts, 

• 3 5 shall be examined at least once each year, except that cities 
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1 having a population of seven hundred or more but less than 

2 two tilousaml sl-,all be examined at least once every four years, 

3 and cities having a po~ulation of less than seven hundred 

4 may be examined as otherwise provided in ~tis section. Such 

5 cxaminatior1 shall cover the fiscal year next vreceding the 

6 year in which the audit is conuucted. The examination of 

7 school offices shall ~nclude an audit of activi~y fu11ds. 

8 Examinations may be made by the auditor of state, or in lieu 

9 of the examination by state accountants the local governing 

10 body or the board of directors of the nonprofit organization 

11 whose accounts arc to be examined, in case it elects so to 

12 do, may contract witi1, or employ, certified or registered 

13 public accountants, certifie~ and registered in the state 

14 of Iowa, and pay the same from the proper ~ublic funds or 

15 fro"' ti•e proper funds of the nonprofit organization. If a 

16 city, nonprofit organization, merged area, area education 

17 agency or school district elect to l1ave the audit C1ade by 

18 certified or registered public accountants, it must so notify 

19 the auditor of state within sixty days after the close of 

20 the fiscal year to be examined. A city must so notify the 

21 state auJitor by filing a resolution of the council. Such 

22 notification and desigr.atior: s~all remain in effect until 

23 rescinded or modified by a subsequent resolution of t:w council 

24 filed with the state auditor. If any city, non;;rofit 

25 organization, merged area, area ccucation agency or school 

26 district does not file such 11otification with the auditor 

27 of state within the required period, the auditor of state 

28 is authorized to make the examination and cover any period 

2 9 which hus not been ;;r.eviously examined. 

30 In addition to h~s the ~owers and duties of ~he auu~tor 

31 of state under other ~revisions of the Code, the auditor of 

32 state may at any time, if fie the auditor of state deems such 

33 action to be in the public lnterest, cause to be mace a 

34 com;;lete or partial audit of the financial condJ.tion a~d 

35 transactions of any city, county, non~rofit organization, 
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• 1 school corporation, <JOVernmental subdivision, or any office 

2 thereof, even thoug;, an audit for the same period l1as been 

3 oadc by certified or registered public accountants. Such 

4 state audit shall be made and paid for as provided in this 

5 chapter, except that in the event an iludit covering the same 

6 period has previously been made and paid for, the costs of 

7 such adtiit1onal state audit shall be paid fro~ any funds 

8 av<lilable in the office of the auditor of state. This 

9 paragraph shall not be construed to grant any ne\·1 author1ty 

10 to have audits made by certified or registered public 

11 accountants. 

12 Sec. 5. Section eleven point nineteen (11.19), unnur,bered 

13 paragraphs one (1) and three (3), Code 1975, are a;nended to 

14 read as follows: 

15 \'Jhcre an examination is made under contract witll, or 

16 employment of, certif1ed or registered public accountants, 

17 the auditor shall, in all matters pertaining to an authorized 

• 18 examination, have all of the powers and be vested with all 

19 the authority of state auditors employed by the auditor of 

20 state, and the cost and ex;:>ense of t;le examination si1all be 

21 paid by the city, school district, nonprofit organization, 

22 or tmvnship procuring tile examination. lm i temizcd sworn 

23 statement of the per diem and expense of the auditor s!1all 

24 be filed with the clerk of the city, township, nonpro:it 

25 organization or school district, before payment thereof. 

2 6 Upon completion of such exar.lination, a signed CO!JY thereof 

27 shall be filed by tile accountant cm;,>loyeu witl1 tile auditor 

28 of state. 

29 In addition to the foregoing, notice that the report has 

30 been filed shall be forwarded immediately to each news,c>aper, 

31 radio station or television station located in the city, 

32 school district or township w!1icn is under investigation or 

33 audit; except that if there is 110 news,c>aper, radio station 

34 or television station located therein, the notice shall be 

• 35 sent to the official newspa)Jcr.s of the county. Notice of 
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1 reports filed for rtonprofit organizations w3ich are under 

2 investigation or audit S!lall be trans:<litted immediately to 

3 eacl1 newspaper, rac.lio station or television station in tlte 

4 municic~ality in which the nonprofit orqanization is locateu 

5 and to the official newspapers of all counties served by t~e 

6 nonprofit organization. 

7 Sec. 6. Section eleven !JOint twenty-one (11.21), coae 

8 1975, is amended to read as follows: 

9 11.21 REPl\Y~1Ei'lT--OBJEC'I'l0:lS. Upon !Jayment by the state 

10 of the salary artu ex~enses, the auditor of state s~all file 

11 wit:, the check-issuiHg or warrar.t-issuing officer of the 

12 county, nonprofit organization, omnicipali ty or school, w;wse 

13 offices were examined, a sworn statement consisting of the 

14 itemized expenses paid and prorated salary costs ~>aid under 

15 sectiort 11.20. lpon audit and approval by the board of 

16 supervisors, board of directors, council or school board, 

17 the 9e4d check-issuing or warrant-issuing officer s:1all drav1 

18 his a check or warrant for gaicl the amount on the general 

19 func.l of the county, l!OtlJJrofit organization, f:1uniciJJality or 

20 school in favor of the auditor of state, w;,ich check or 

21 warrant shall be placed to the creclit of the general fu:tci 

22 of the state. In tite event: of tile disap,;roval of any i terns 

23 of saic.l statement by thG coun<:y, nonfJrofit organization, 

24 rnur.icipality, or school authorities, written objections shall 

25 be filed with the auditor of state within thirty days fro~ 

26 the filing thereof. Disap.>roved iter;\S of Sitid state~ent shall 

27 be' ;;aid the auditor of state upon receiving final decisions 

28 e~anuting from a ,)ul.llic hean.ng e;:;tablis:ted by tile auditor 

29 of state. 

30 \;'hencver the county board of supervisors, t:te school boar<.l, 

31 the board of directors or the council shall file written 

32 objections on the question of com~cr1sation and expenses wit:t 

33 the auditor of state, fie the auditor of state or fi±~ 

34 "'el'"'e"efl~a<o±ve a designeu s:tall hold a public ioearin0 in the 

35 municipality where tile exar.~ination was made anc; shall <_;~ve 
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• 1 the co:nt->laining boaru notice of the tu1e and place of hearing. 

2 l\fter such hearing he the auditor of state shall have t:,e 

• 

• 

3 pmver to reduce the compensation and expenses of the auuitor 

4 \vhose bills have been quesi:ioncd. J,ny auditor wi1o shall Le 

5 fou:1d guilty of falsifying fl:i:s ex,>ense vouchers or engagement 

6 report shall be inuneuiately discharged !.>y t;,c; auui tor of state 

7 and sl1all not be eligible for re-employmcitt. Such auditor 

8 :uust thereupon reiml.>ursc the auditor of state for all s~ch 

9 co:n,oensation a!ld expenses so founu to have Lec::1 overvaici to 

10 h±ffl t:i~ auditor anu in tiH~ event of fl-i:s the a'..lditor's :ailur..:: 

11 to do so, the auditor of state may collect the sar.1e amount 

12 fro;;t the auditor's bondsman by suit, if necessary. 

13 Sec. 7. Section eleven point t~renty-five (11.25), suL-

14 section two (2), Code 1975, is amertded to read as followo: 

15 2. I!ldividual audit reports giving the results of all 

16 examinations and audits of all departments, nonprofit or-

17 

18 

aanizations a:oci establis~tments and all fiscal officers of 

the slate and local governments. 

19 Sec. i:i. Section eleven fJOint twenty-six (11.26), su0-

2o section one (1), Code 1975, is amended by adding ~10 fol-

21 lowing new subsection: 

22 Nl.:W SUBSEC'l'ImJ. I\ narrative rej?ort and sue~\ statisti-

23 cal information as is necessary to display the results of 

24 the audits of nonprofit orgartizations. 

25 Sec. 9. Section eleven ,ooint twenty-eight (11.28), Code 

26 1975, is amended to read as follows: 

27 11.28 INDI\iiD{.;AL 1\UDI'l' I<EPOI\s:'S. The individual audit 

28 re;.>urts shall include exhibits and schedules to re,,o.r.t data 

2 9 similar to thLlt now required by section 11. 4, an<.l sitall as 

30 nearly as !_')Ossible: correS_tJOl'~d anJ be f_.)repared si:·:tilar i~: .for:n 

31 to the audit re;:>orts rendered by certified public accout:ta:ots, 

32 and such reports s!1all ii1cluue information as to ti1e assets 

33 and lia0ilities of the various departmCJits, non2rnfit 

34 orqanizations and institutions audited as of the bcainning 

35 Llnd close of the fiscal year audited, t:w receipts an<..l 
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1 expend i turcs of cas:1, the disposition of mater 1als and otiler 

2 properties, and tl1e r>et income anu net operatJ.ny cost. 'l'hese 

3 reports s:1all also set forth tiw cost as to each inmate, 

4 client, meml>er, or student per year in the various classi-

5 fications of exper.ses, and sHall make com,;arisons thereof, 

6 and shall give such other information, suggestions, and rec-

7 onu:tendations as may be ueemed of advantage and to tile best 

8 interests of the taxpayers of the state; i-Jrovided, that tile 

9 daily audit report of the state treasury s:1all be submitted 

10 to the state comptroller; provided, furt~er, that copies of 

1 1 all individual audit reports of all state de~artments and 

12 establishnents s.1all be transmitted to tae executive council 

13 and to the state comptroller's of~ice after t:1e com2letion 

14 of each audit, and that copies of all local government audits 

15 and audits of nonprofit organizations shall, ur.til other-

16 wise proviued, be also sup,;lied to the comptroller's office; 

17 prov iced, further, tl1at copies of such audit reports shall 

18 also be supplied to the officers of the counties, sc:1ools, 

19 nonprofit organizations and cities, as now provided by law; 

20 and, provided further, that sur.unaries of t:w findings, rec-

21 ommenda tions, and comparisons, togeti1er wi t:l any other ln-

22 formation deemed essential, s~all be printed and distributed 

2 3 to mer,\bers of the leg is lature, and such officials, including 

24 state officers, as may be designated by tne executive council. 

2 5 EX!'Lk'ii\TION 

26 This bill allows tile auditor of state to audit public or 

27 private nonprofit organizations w!1ich receive at least fifty 

28 percent of their funds from federal, state or local govern-

29 ment sources. 
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