COMMITTEE MINUTESfor
GOVERNMENT OVERSIGHT

Date: March 15, 2010 Place: Rm 103, Supreme Court Chamber

Convened: 3/15/2010  Recessed:  3/15/2010  Reconvened: 3/16/2010  Adjourned: 3/16/2010
4:00 PM 5:35PM 10:20 AM 12:00 PM

Present: Senators Olive-CH, Courtney-VC, Ward-RM, Sodders, Wieck
Representatives Lensing-CH, Ford-VC, Watts-RM, Baudler, Berry, Olson, S., Sorenson,
Swaim, Whitead

Absent: None

Excused:  None

Senator Aive called the neeting to order at 4:00 p.m on March 15, 2010.
Roll call was taken as the nmenmbers arrived. The m nutes of the previous
neeting were approved as distributed.

Senator A ive and Representative Lensing gave opening remarks. Then
Senator Aive introduced Nolden Gentry of Brick Gentry P.C. who has been
retainfd by the I owa Association of School Boards ("I ASB") as outside |ega
counsel .

M. GCentry gave an overview of | ASB and di stributed a packet of
i nfornmati on which responded to sone of the requests previously submtted by
the conmttee. This Included the |IASB m ssion and details on subsidiaries,
organi zational chart, 2008 audit report, breakdown of dues and services,
sal aries of highest paid enpl oyees, and enpl oyee benefits description. He
inforned the conmittee that the CPA firm of Brooks Lodden P.C. is working on
the 1ASB's audit for the fiscal year ending 6/30/09. The | ASB has al so hired
the firmof LWBJ Financial to do a forensic audit. He anticipates that both
of these audits will be conpleted by May. The I1ASB is also working with the
Pol k County attorney and the FBI

M. GCentry then introduced Ted Lodden of Brooks Lodden P.C., the firm
doi ng the annual audit. M. Lodden outlined a detailed tineline of his firms
efforts since July, 2009 to acconplish the audit for the fiscal year ending
6/30/09. He tal ked about the difficulty of obtaining infornmation and
managenent's instructions for the auditing firmnot to discuss their findings
to date and concerns with the board. He said that on 9/30/09 the salary of
Maxi ne Kil crease, the executive director, was increased retroactive to 7/1/09.
On 12/15/09 the salaries of three other highly paid enpl oyees were increased
retroactive to 7/1/09. The board was first nade aware of these salary
i ncreases on 3/10/10, when the auditing firmhad their first access to the
board. The State Auditor's office was contacted several nmonths ago, and their
PosiLion is to reviewthe conpleted audits before decidi ng whether to pursue

urt her.

The floor was then opened for questions fromthe committee. Questions
i ncluded the reasons for formng a for-profit subsidiary (LGS),
inter-rel ati onshi ps between the vari ous subsidi aries, whether there are
enpl oyee reviews, what controls are in place, the lack of monthly financi al
statenments to the board for a nunber of nonths, the possibility of nepotism
anong enpl oyees, and the possibility that federal and state grants were drawn
down nore than the eligible expenses warranted.

Senator Aive recessed the nmeeting at 5:35 p. m

Senator A ive reconvened the neeting on 3/16/10 at 10:20 a.m

Nol den Gentry and Ted Lodden resumed answering questions fromthe
committee. Also available to answer questions were Joe Desnond and St ephanie
Lovin, auditors with the Brooks Lodden firm Questions included when were
problens first detected, board training, whistleblower protection, current
financial situation, use of business credit card, and sources of revenue and
expense.

Audi tor Joe Desnond responded to specific audit questions. He said that
after he expressed some concerns to | ASB nmanagenment in md-audit, managenent
asked that he be taken off the audit and replaced. Sone of his concerns
i nvol ved internal controls, expense approval, tinmely financial statenments,
pensi on program conpensation policy, vendors' contracts, and grant
dr aw downs.



Audi t or Stephani e Lovin, Desnond' s replacenment, responded to questions on
grant expenditures in the Skills lowa program A federal audit needs to be
done if grants received are over $500,000 which is the case at | ASB, but the
auditors are having difficulty getting a breakdown between federal and state
grant information. They will try to bring in the past financial director to
assist with this.

M. Centry also conmented on the difficulties being experienced by the
| owa School s Cash Anticipation Program ("I SCAP'). Money borrowed by school s
to neet short-termcash flow needs is pooled and invested until needed.
Normal Iy the interest on the investnment is used to pay the underwiters and

bond counsel. However, low interest rates the |ast few years have |eft over
$2 million still owing to the underwiters and bond counsel. 1ASB is hopefu
of continued deferral of these fees until interest rates inprove, with no

service interruptions.
Repr esentati ve Sorenson noved the neeting be adjourned at 12:00 p.m

Senator Rich Olive

Dave Morris, Committee Secretary



