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STATE OF COLORADO
DEPARTMENT OF LOCAL AFFAIRS
JUNE 30, 1977
AUDIT REPORT DIGEST

PURPOSE AND SCOPE OF AUDIT

The purpose of this audit was to:
review and evaluate internal controls and observe
certain operating and administrative procedures;
audit financial transactions and related activities
on a test basis;
evaluate compliance with state statutes and fiscal
rules of a financial nature;
review implementation of the recommendations included
in the prior audit report.

SUMMARY OF CURRENT YEAR COMMENTS

In this report we comment that the Department of Local Affairs
does not charge Federal projects with their share of indirect
costs, which results in understating the cost of some programs.

Other comments in this report relate to the Department's
need to:

1. properly monitor Revenue Sharing recipients;

2. properly maintain the General Fixed Asset group. of

accounts;

3. adequately secure personnel files in a locked cabinet;

4. sufficiently document and explain journal entries.



In addition, we recommended that for the sake of efficiency
and economy, the Department discontinue the duplicate accounting

records maintained by C.B.I.

SUMMARY OF PROGRESS IN IMPLEMENTING
PRIOR AUDIT RECOMMENDATIONS

The disposition of prior audit recommendations at May 5, 1978

is as follows:
Implemented
Not implemented

No longer applicable

18 = ~ N



ROBERT J. SCOTT,C.P. A.

STATE OF COLORADO State Auditor
[ e e e AR 8 o R A N AP ML i T e i3 et T B Tt e A1
OFFICE OF STATE AUDITOR ROOM 601, 1200 LINCOLN STREET

DENVER, COLORADO 80203

May 5, 1978

N

Legislative Audit Committee

1200 Lincoln Street, Suite 601

Denver, Colorado 80203

Members of the Legislative Audit Committee:

We have examined the financial statements of the various
funds and account groups of the Department of Local Affairs at
June 30, 1977, listed in the foregoing table of contents. Our
examination was made in accordance with generally accepted
auditing standards and accordingly included such tests of the
accounting records and such other auditing procedures as we
considered necessary in the circumstances.

In our opinion, the aforementioned financial statements pre-
sent fairly the financial position of the various funds and
account groups of the Department of Local Affairs at June 30, 1977
and the appropriations, revenues and expenditures, and changes
in fund balances for the year then ended in conformity with
generally accepted accounting principles applied on a basis con-
sistent with those of the preceding year.

The accompanying supplemental schedules are not necessary
for a fair presentation of the financial statements, but are

presented as supplemental data. This information has been sub-

jected to the tests and other auditing procedures applied in



the examination of the financial statements mentioned above and,
in our opinion, is fairly stated in all material respects in
relation to the financial statements taken as a whole.

Several divisions administer various grants received from
the Federal Government. As recipients of these grants, they are
subject to the Federal guidelines and regulations. The scope of
this examination did not include the verification of the grantees'
compliance with those regulations and guidelines. An audit of
grantees' compliance is currently being made by us and the re-

sults will be issued under separate reports.
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STATE OF COLORADO
DEPARTMENT OF LOCAL AFFAIRS
STATEMENT OF CHANGES IN REVOLVING FUND
YEAR ENDED JUNE 30, 1977

Beginning fund balance, July 1, 1976 $ -6-
Receipts, federal government 885,000

Fund balance, June 30, 1977 $885,000

See notes to financial statements

-11-



STATE OF COLORADO
DEPARTMENT OF LOCAL AFFAIRS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1977

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Department of Local Affairs
conform to the generally accepted accounting principles as
applicable to ‘governmental units. The following is a summary of
significant policies.

Fund Accounting

In order to ensure observance of limitations and restric-
tions placed on the use of resources, the accounts are main-
tained in accordance with the principles of "fund accounting".
Resources for various purposes are classified for accounting and
reporting purposes into funds that operate in accordance with
activities or objectives specified.

Within the fund structure separate accounts are used to
identify expenditures from specific State appropriations. Revenue
for and expenditures from cash and Federal programs are also
accounted for separately within each fund.

Basis of Accounting

The accrual basis of accounting is followed by the Department
of Local Affairs.

Other Significant Accounting Policies

The Department receives appropriations from the State. Federal
and cash funds are appropriated as '"augmenting revenues''. Un-

expended appropriations at year-end either revert to the State

-12-



General Fund or roll-forward to the subsequent year. Approval
must be obtained from the State Controller before roll-forwards
can be made.

Expenditures for Federal projects are made from the General
Fund and may be reimbursed after such expenditures are made, there-
by creating an accounts receivable from the Federal Government
and "due to'" the State General Fund which is included in the
balance of Controller's Clearing. In those cases wherein funds
for Federal projects are received in advance of actual expendi-
tures, such amounts are recorded as deferred revenue.

Capital Construction Fund appropriations may roll-forward
to subsequent years and can be expended until the project is
completed.

General fixed assets are recorded as expenditures at the
time of purchase. Such assets have been capitalized at cost in
the general fixed asset group of accounts. No depreciation has
been taken on general fixed assets.

Inventories held by the Department are priced at cost and
consist of pamphlets and brochures of the Division of Commerce
and Development.

2. GENERAL FUND RECEIPTS

Some receipts are not available for expenditure by the
Department and are deposited directly into the General Fund. They
result from inspection fees, tuition fees and sale of publica-

tions.

-13-



Division of Housing, inspection fees $279,490

C.L.E.T.A., Tuition fees 13,896
Sale of publications and other

miscellaneous revenues 56,210
Total General Fund Receipts $349,596

3. CAPITALIZED LEASE OBLIGATIONS

The Colorado Bureau of Investigation of the Department of
Local Affairs entered into several long term lease commitments
prior to and during fiscal year 1977. These commitments range
from 72 to 84 months. All commitments on June 30, 1977 expire
on or before April 1, 1982, but a new agreement has been
negotiated during fiscal year 1978. The new agreement calls for
the complete upgrading of the Colorado Crime Information Center
(C.C.I.C.) mainframe along with a change from a lease-purchase
contract to a straight lease contract. The new agreement is
contingent upon funding by the State General Assembly.

In the absence of a new lease agreement, the total long term
lease commitments at June 30, 1977 amounted to $1,360,075.

4. CONTINGENT LIABILITIES

Funds expended under terms of certain Federal grants are
being subject to audit. The amount of an adjustment if any by
Federal agencies is not deemed significant.

5. INTRADIVISIONAL TRANSFER OF FEDERAL GRANTS

The Divisions of Criminal Justice and Planning are the primary
recipients of various Federal Grants. Several Divisions within the

Department of Local Affairs are subgranted some of these Federal

-14-



funds. Due to the current budgetary requirements, both the
primary grantee and the subgrantee record the augmenting revenue
and related expenditures.

6. CONTROLLER'S CLEARING

The balances in Controller's Clearing at June 30, 1977 re-
presents the net year-end effect of certain transactions between
the Department of Local Affairs and the State's General Fund under
the "Home Office and Branch' accounting principles followed in
private industry.

7. REVOLVING FUND

During fiscal year 1977 the Department of Local Affairs
(DLA) entered into an agreement with Department of Commerce,
Economic Development Administration. The agreement stipulated
that the DLA would make loans to three Colorado towns for add-
itions to or improvements in their potable water systems. The
loans are interest free and are to be matched by local funds.
Repayment of these loans out of tap fees and other revenues begins
upon completion of the project or January 1, 1977, whichever
occurs first and will continue for fifteen years. Repaid funds
may be reloaned for similiar purposes.

8. RETIREMENT PLAN

The Department of Local Affairs (DLA) participates in the
Public Employees' Retirement Association (PERA). This retirement
plan covers all full-time permanent employees of DLA. Most
members of the plan contribute 7.75% of their salary. The
director, deputy director and all agents of Colorado Bureau of

Investigation contribute 8.75% of their salaries. During fiscal

-15-



year 1977 the DLA's contribution was 10.64% (11.64% for CBI
employees) of the members' salary, or $420,763.
9. COMMITMENTS

Encumbrances representing contracts or obligations out-
standing at year-end are not recorded as an expense in the current
year. At June 30, 1977, outstanding encumbrances in the Capital

Construction Fund were $135,330 and $857,000 in the Revolving Fund.

-16-



l\.HI

T€6°L0Y GLE‘E 966 ‘%0Y Kerang tearden
8S6‘T 865°1 1eAeal
0s8‘zLe (Loz‘oe) LS0“€0€ Suyzexadg
8%6°502 €9€°92 TL6°8 919°0LT Tauuosiag
212D
OTE‘ET 0TE ‘€T 9,61 Suyizodsy swyi) wiojyun
%60°0T . %60°0T jusudynby £iojeieoqe]
000°00T 000°00T paiemiog-IToy @soding jerdads
79169 92 £05°29 uoriedyisaaul JeIoads
080°%¢ 08T 09Z ‘0T Aerang 1eayden
GLE‘TT GLEZT foAel]L
9€T°2ET 696°T TL6°62T Sutaeaadp
949°158 6L0°8¢E oLy LEE“BT8 Touuosiad
UOTJES[369AU] JO neaing OpeEIo|0)
91Z ‘99 . 91Z ‘99 Kuoydukg iaausg
0/8°LTY 0L8°LLY 007 12Au3Q
TET‘T1Z TETCTIZ suapies ojuelog 19ausg
L19°26Y LT9°Z6Y £103STH [eIniEN 13aua(Q
£88°00% £88 00y wnasny 31y 1aauag
000°S 000°S § piemiog-1[0d S99TAlag T3UUOSIAZ
000°s¢S 000°6S san( siaulo) ianoj
9ZL 0y (15%°‘6) $ (09T°T) LZA AEAY £16°8€E sTeaddy jusussassy jo paeog
L6S L6S Ket1anp Te31dE)
L6T°Y L6T*Y feaeal
8LZ 61 000°y § 8LZ ST Suraeaadp
L18°6€C § 008°‘Y § L10°6€C § Tauuos1ag
suoyjeridoiddy Tejuawlaedeq Teiuswlaeda( piealod T1oy [uoyjetadoaddy 1119 2uo] UOTJIBIISTUTHPY
pung TBa2Udn -393u7. ~eajujy uogpietadoaddy Teiusmatddng
pastaAdy siajsuel] aeag 10txd

LL6T ‘O€ ANNC QAUNIT YVIX TVOSIL
SNOIIVINJ0¥ddV ONNd TVIANID NI SIONVHD A0 FINAIHOS
SYIVAIV TVO01 40 INIHLIVAAQ
0avao102 10 AIVIS



888°T
798
209°%L¢
TL9°TT
00€°?
TLy'e
LYE‘6E

UL AN A
058y

%08°€TT
005°L6
006°‘t

950°60T
0£0°LT
196°96
SL£°99T

955 ST
Syye
009

S9E‘Yy

vELTY
000y
0.8°?
000°?
£50°86
09z°‘8
57991

y8%°T

6£9°1¢

L9

008°‘€

(008‘€)

(sz¢e)
ST€
66€°T

09T°T

suoyiefadoxday
punj Te12U3H
pasTaay

Teausmiaedaqg
-J3a3uyl

Tejuamyaedag
-gajul

sia3jsuel],

888°1

€TT oY

006°‘¢€

966 ‘ST

lel

%00 ‘0L

%92 0%

%98

T6E “vET
TL9°TT
00£°?
TLv'e
L1e 68

000°0L
0s8‘Yy
000°0ST
00S°‘L6

968°80T
SSELT
%9°96
LEE“ENT

Syy'e
009
G9e‘Y

oLy‘1e
000°Y
0.8°C
000°?
£50°8S
0o0tT*¢L
876 €T

paemiogd TT0d
uopletadoaddy
agax I0fad

suofjaefadoaddy
Tejuswetddng

1114 duol

premiog-11od Fuiiea=do
L3710 30edul

yoley 1EO07T

8109 ¥ SpPAEBpPUE]IS
12ABI1Y

8uytjeaadg

{auuosiad

2073SN[ TBUTWTID

UOTSTADT3L-9INIDTFJ UOTIOR
smoys juawdoyanaq [eAel]
wsjanol 103 SurSTIIAAPY
Supsyiaaapy uamdorasaq TeINY
paeniog-110y @28e3sod
Surjutad pue aseisod

12ae1],

Suraeaadg

12uuosiagd

JusmdolsA2(] pue 2013WWOD

paemiod-110d Yode213INQ
quasmdoTaaa@ wnINITIINY
Suureal ,si103oniisul
Juels SutuTeEll Ylinojg
juei1s Supurell PATFYL
s3uUaWasINquTIY
Juintea] Juswadeuel
fetang TeITded

1aae3}l

Sutieaadg

§1039NIISU] I2BIIJVOD
12uuosiagd

Kaspedy

gujujel] jusmeolojug me OpeloTo)



(88966 70TS T198°Z61S -0-§ 01€°0.63 €55 °0GTS ¥9T ‘€8z 6%
L6L76Y L6L76Y 0JVils
TOT ‘61T T0T°611 PIBAIOI-TTOY 06ZT 9H
858°%1 (z62) 0ST ST Le1ang TeITde)
045°6S 092 876y [4:188 14 TaAeI]
TSE‘LS 7899 S80°L S8S ey 3urjeaadp
290618 TS%°LE T19°18¢ Tauuosaag
uorjexe], £31sdoag
00S ‘€€€ 00s‘cee sosn dey doop siseajuop
856°2 866°2 Teaea]
256°01 OTT'Yy Tv8°9 8urieaadg
01T°L0T 12€°L 0LLY 6T0°S6 Tauuosaag
Butuuetq
0S2°s89°1 : 0SZ°s89°T UOFIBAISTUTWPY § uBysag (I 9s) pue]
0%0°‘8%z 0%0°8%z plemloj-11oy 3ISTQ spung uefq
000°0S2 000°0s2 ISTQ spung uefq
9%8°62T 998621 PIBAIOI~-TTOY 1a3eM § 19mdS AdusBisumy
0004002 000 ‘002 193eM 3 1ame§ AousSisug
99/ ‘901 99/°901 piemiog-110y Burassurluzy uoTjeITUES
000521 000°s2ZT ueTq SuyissurBug uorielTuEg
00S ‘1 00S°T asoding Teyoadg
LzL'g LLx 0ss‘s £e1ang TeaTde)
TESLT . (0sz‘1) 18L°81 T9aB1]
96822 €26 8TL¢L STZ*YT Sutaeaadg
98% ‘482 (sse‘e) (TL15T) ¢10°€0E Tauuosaag
JusWuianon [ed07]
1edwe) - /zT 9§
. 4£3130y3ny adupuTy 8ursnoy opeioto)
LA1d %6 0sz’s Le13ang TeaTde)
v9°1% %S LIT 1y T3ae1]
LLnee rANArA SHH 51 Suyieaadp
69%°9T¢ STZ 6T 962162 Tauuosiag
Juysnog
suorleradoaddy Triuswjacdsq  Jejuswyiedeq Picmiod 110y suoyieradoaddy 1174 Juoq
punj eaausy -1923u] -exjuy uorjetadoaddy Tejuawatddng

postAay s1aJsuvay ieax 101ad



saTTI0ad
Teuo18sy 19ul0)-1N0J
JuswdoTaaaq § ooiauwmic)

jueas K3ajes AemySTH

3stTeId?ds ButureRal

Sututeal -3sul

*aQ *21an)

weadoagd yoeaiIng

juean 3uyureal pItyl
Lspeoy Zutulell

€20°¢€ (44 S90°€ Sy0°€
9L0°91 191°8 19222 ez §
076°€T 99€°ST 98Z°‘6¢€ 982 ‘6¢€
-0~ ooy ‘s 00%°s oo%°s
6Y9°€T 00022 6%9°S¢E 679°€T 000°22
00888 0€z‘y 0L6°9Y 000°0%T 000°0%T
0L6°S 0L6°S 0L6°‘S
0TI YT OTT 9T OTT ‘YT )
STE‘9T SL9°ET 000°0% 000°0Y
oEE‘€EL 8L1°C 806°SL 08¢S 826°YL
89L°6€E 85Y‘T 97T Ty (089) 908°TY
L90°8E Ly0°8¢E 825y 6TS°EE
¥81°9TT $85‘e 69L°61T mon“maa
69L°Y 8L0°98 L%8°06 . L%3°06
0%0°€T 0%0°€T 0%0°eT
6CT°T 15 08T°‘T 08T°‘T
vEY 65 998 SL8°¢€9 5L8°¢€9
LST 06 %06 1S T99°TvT 0sL0L T16°0L
8% €T 6TT E 00991 (000°0T) 009°92
088°‘8 85L°¢ $ 8€9°ZT (000°0T) %86 %69°1¢
9509 $ 9509 (0sL°05)$ (L82°9T)$% 8.5°LZT §
anusaay Ies) juenbasqng pauaeauq anuaAdy Teauauaaedeq s1943Q Ieo] 10fi1g woxg sweadoag maN 11T 3uoi
1eniIdy - 3TqeIIBAY Surjuowdny -eajug panuTaIuo)
Te30L spung 1e30L Jajsuea], wexdoag

LL6T 0€ AYVANVL QIANF dVEXA TVOSId
ANNIATE ONIINTWONV NI SEAONVHD J0 TTUNATHDS

SYIVAAV TVO01 JO INIWI¥VJAd

0Qqvi010d 40 IIVLS

JuaWadaojuzi MEe] Opeloiod

juean L3a7es AemySiH
jue1) £31ajes AemySTH
Ketang Teatde)
12aB1l

guraeaadp

T2utos1ag
0122

quandrnhz L2

6.-¥21
juawdinb3l paoday

P S N
UOTIJEFIIS@AU]

JO neaing OpEBIOIC)

umojuoog - V@I
c0e - vCz
T8aRAlL
2uiieaadg
Ta2uuosi1ag
UOTIBIISTUTWPY




Y07 €16 118 pungj [eIaudny
965 “6%€ 53d71399§ SNOAUEBTTIISIK
809°€29°11 688°%LSS 96€£°680° YT$ €68°/87°92S -0- § 9957 LS 860°L9€°CTS 186 “€0€S 892 °686 ‘013 sTe30]
T6S“9¢ 81 °8T TET°STT 000°0LT 000°0LT 0JV1S
uotiexe] Ajaadoxg
060°€%T 059°81T o%L 19T oyL192 *A3Qq *0D3 13ul10)-anog
97L‘6 LAz ] 0L6°LT 0L6°LT jueay ‘doqd 1sur0)-1n0J
666°%T w9y 1z £€hy 9y €Y% 9y S3UB1) BTOTULA VIKN
LYe‘TT L6T°TC LI RAY Laa A Apnag -uosal VIKN
| X4 968°L 62%°8¢ 62%°82 T2POW °003 1auia0)-1nog
19 6£6°6T 000°02 000°02 *deyy -odol 13u10)-1n0g
€0T 65T £€90°T wELSY 006502 6€6°TT T96°€6T *1°¥ side13U0)
006 ‘€€€ 005 ‘€€E 00S ‘€€€ ButrddeR s9sn
088°1%1 181°9%2 T90°88€ (6£6°TT) 000 ‘00% S10813U0)
670°S 9€z‘Y $82°6 $82°6 Tanea]
L1g et 6L€ 96T ET SE6°T 19211 Surjeaadp
%09 €02 YZ% ‘9 820°012 Z6E°LT 9€9°Z6T Tauucsiag
BuruueTg
6%7%°81Z 166°1¢E 000°0S2 000°0SZ d'¥ ®sn pue]
8uyuueyq °1ddng
CETLT 69L°2€T 000°0S2 000052 @8 puel
JuLWUIBA0) Tedo]
€102 €10°2 €102 ‘o3ny jo 3Tes
000°s 000°S 000°S T2ae1]
Mr_ﬁmﬂom
6L1°SL8°8 8Y8° LY €T Lzo‘Lve e Lzzeyy vl 008 ‘€06 ‘L S3UdWISINGSTQ
(€€) (€€) (€€) ALe1anp TeaTdED
LEL LY LeL Ly (A3 S8BT Sy J193ua) °Teuy -1e1§
096°S9 096°S9 TL9°¢T 887°Z¢ uorleniead
€E6 Y L18‘c 0sL L 0sL L 4£310 3deduy
TS7 191 T6%191 £€55°T 868°8ST s{eo) § spaepuels
79ttt 820°‘¢ 00L‘0Z 00L ‘0t T2aB1]
€85 62 T9€°S 96 9E c69°¢ 6% ‘1€ 8ur3eaado
8EG“LSE LL0°6 c19°99¢ 987 ‘€T 6T€‘eSe {auuosiad
°90T3snf TrulwIay
EQUERET aeax jusanbasqng FECFTELT NUIADY Tejusun xedaq 819430 189X 10Ta1g woly  sweliZolxqg moN 1114 3uo
1en3OVv 9TqeTTBAY Supjuomlny -BI3UT panuy3Iuvuo) :
12301 spung 18301 I93sueay uea801g



STATE OF COLORADO
DEPARTMENT OF LOCAL AFFAIRS

YEAR ENDED JUNE 30, 1977

AUDITOR'S COMMENTS

INTRODUCTION

The objective of our examination of the Department of Local
Affairs was to express an opinion on the enclosed financial state-
ments for the year ending June 30, 1977. Our examination in-
cluded:

1. Reviewing and evaluating internal controls and
observing certain operating and administrative
procedures;

2. Auditing financial transactions and other re-
lated activities on a test basis;

3. Evaluating and testing the department's financial
compliance with state statutes and the "long
appropriation bill" including all applicable
headnotes and footnotes;

4. Agreeing the financial statements to amounts
reported as actual expenditures in the Budget
Request document for fiscal year 1979;

5. Reviewing the implementation of prior audit re-

commendations.
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Our examination was not designed to disclose all weak-
nesses in the system of internal and administrative controls,
nor was it designed to disclose all areas of non-compliance.
However, our evaluations did disclose some areas in need of
improvement and some areas of non-compliance. These are dis-
cussed in the following sections.

INDIRECT COSTS RECOVERIES

Several divisions of the Department of Local Affairs ad-
minister grants and contracts from the Federal Government. Al-
though the Federal Government allows state agencies to recover
indirect costs applicable to Federal grants and contracts (Federal
Management Circular (FMC) 74-4), the Department of Local Affairs
has chosen not to file an indirect cost rate proposal. The State
fiscal rules state in Chapter 5 Section 6.21:

"In order for agencies to recover their in-
direct costs on Federal programs, the agencies
must make timely filings of their indirect cost
rate proposals.

Once the rates are approved by the approving
authority, the agency should make every effort
to see that this rate is included in their
agreements negotiated with Federal agencies.
The acceptance of a lower rate means that the
State is having to absorb costs which are truly
part of the Federal program."

The inclusion of indirect costs as expenditures in Federal
grantg would not have increased the amount of Federal participation
in any of the programs we reviewed, but it would have indirectly
reduced the State General Funds participation in those programs to
the minimum level required. By not charging indirect costs to
Federally sponsored programs, the Department not only under-

states program costs, but inadvertently increases the matching

requirements of the state.
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Recommendation

1. Submit to the appropriate Federal Agencies, in-
direct cost rate proposals and make every effort
to include this rate in all agreements negotiated
with Federal agencies.

AGENCY RESPONSE: A central state agency should be
designated to negotiate an indirect cost rate, depart-
ment, by department, with all federal funding agencies.
These funds, when secured, should then be reappropriated
to each agency to maintain programmatic levels.

DUPLICATE ACCOUNTING RECORDS

The Colorado Bureau of Investigation (CBI) maintains two
sets of accounting records. The primary records consist of
those generated by the Central Accounting System (CAS) and the
other records are those generated by the EDP accounting system
which is a feature of the Colorado Crime Information Center (CCIC).
We believe the secondary accounting system should be discarded
for the following reasons:

1. It duplicates all information provided by the CAS;

2. It is no more timely then the CAS;

3. It provides an added expense to CBI in the EDP

costs to process and maintain the computer programs
as well as in personnel costs required to manually
input the transactions into the CCIC accounting
system;

4. It has never been approved by the State Controller.

In our report dated June 10, 1976, we recommended that
approval should be obtained from the State Controller for all
machine accounting systems in addition to the CAS. The State
Contrcller reviewed CBI's secondary accounting system and did

not approve it.
-24-



Recommendation

2. Discard the secondary accounting system at CBI.

AGENCY RESPONSE: This will be done effective October 1, 1978.

REVENUE SHARING - COMPLIANCE

The Department of Local Affairs, as a primary recipient of
Revenue Sharing (RS) funds, is required to monitor those secondary
recipients to whom they have made awards. The primary emphasis
of monitoring secondary recipients is on compliance with the
requirements of the Federal Davis-Bacon Act, the limitation of
expenses after January 1, 1977 to expenditures unrelated to any
lobbying effort and in determining the adequacy of the recipient's
internal accounting controls. As of the date of this report,
we found no evidence of any comprehensive monitoring effort.

Recommendation

3. Assign personnel the task of adequately monitoring
secondary recipients of Revenue Sharing Funds under
the Department, in accordance with Federal Revenue
Sharing guidelines.

AGENCY RESPONSE: The recipients who are awarded revenue
sharing money are already under the requirements of the
federal Davis-Bacon Act through receipt of other direct
federal funds. To assign a person, who we do not have,
to monitor the use of the revenue sharing money would
only duplicate work being done by the federal government,
thereby increasing state expense.

GENERAL FIXED ASSETS

As stated in prior audits, the General Fixed Asset group of

accounts is not adequately maintained. MNeither the control
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accounts on the CAS nor the subsidiary EDP records are maintained
on a current basis. A Department-wide count of general fixed
assets has not been performed since 1975. In addition, several
deletions were posted to the subsidiary records without the
approval of the Director of Purchasing, as required by the State
Purchasing Manual.

Recommendations

4. TFollow the State Purchasing Manual with regard
to capital outlay additions and deletions.

AGENCY RESPONSE: To be implemented November 1, 1978.
A letter is being prepared by the administration sec-
tion, giving the divisions the guildelines for addi-
tions and deletions.

5  Maintain accurate and timely records of all fixed
assets owned and used by the Department.

AGENCY RESPONSE: This will be implemented on October 1,
1978, after completion of the current inventory.

6. Annually account for and locate all general fixed
assets owned, used or otherwise the responsibility
of the Department.

AGENCY RESPONSE: An inventory will be made in September/

October, after the year-end equipment runs are available
from Accounts and Control.
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SECURITY FOR PERSONMEL HISTORY FILES

The personnel files for the Department are kept in an
unlocked file cabinet. Since the contents of these files are
of a personal nature, access should be limited to responsible
parties under the supervision of the personnel officer. Other-
wise personal information may be obtained and used without serious
need or approval.

Recommendation

7. Maintain all personnel files in locked file cabinets.

AGENCY RESPONSE: A replacement lock is on order.

JOURNAL ENTRIES

The journal entries we reviewed did not contain sufficient
documentation or explanation to provide either an audit trial
or clearly define their purpose.

Recommendation

8. 1Include adequate explanation and documentation for
all journal entries.

AGENCY RESPONSE: This item was discussed with the
accountant while the audit staff was conducting its
audit. The explanation and documentation amounts
was 1increased at that time.
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STATE OF COLORADO

DEPARTMENT OF LOCAL AFFAIRS

JUNE 30, 1977

DISPOSITION OF PRIOR RECOMMENDATIONS

Following is a summary of prior year recommendations and

their disposition at May 5, 1978.

Prior Audit Recommendations

The Department should define the account-
ing and financial management approach to
be maintained and assign the personnel to

maintain that approach.

Complete a Department review in conjuct-
tion with the Division of Accounts and
Control of all hand and machine accoun-
ting systems.

Obtain written approval of all hand and
machine accounting systems in addition

to the Central Accounting System (CAS)

as required by the Fiscal Rules.

Establish and maintain documentation
relating to the procedures, objectives,
and results of all accounting systems.

Establish and assign procedures to
assure Department administrative
awareness, control and back up of
all accounting efforts within the
Department.

. Review the current reporting needs

of division directors with the Division
of Accounts and Control to determine
the capability of the CAS in meeting
those needs on a timely basis.

Observe Controller's year-end closing
instructions regarding accounts pay-

able to be recovered from augmenting

sources.
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Disposition

Recommendation was
implemented.

Recommendation was
implemented.

Recommendation was
not implemented.
See current recom-

mendation #2.
Recommendation was

implemented.

Recommendation was
implemented.

Recommendation was
implemented.

Recommendation was
implemented.



10.

11.

12.

13.

14,

15.

16.

17.

18.

19.

Prior Audit Recommendations

The Division of Housing should require
the submission of periodic progress and
financial reports from grantees of State
and Federal monies.

Establish schedules for and complete
periodic audits of sub-grantee ex-
penditures.

Develop adequate procedures to assure
proper processing and recording of
cash receipts.

Establish proper segregation of duties
relating to the processing of cash
receipts.

Provide cross-training of staff
members for processing cash receipts
to assure a continuous, consistent
work flow.

The Colorado Law Enforcement Train-
ing Academy should obtain written
approval from the Controller for
weekly deposit of receipts.

Obtain the Controller's written
approval for all checking accounts
per Fiscal Rules.

File quarterly reports with the
Controller for all checking accounts
as required by the Fiscal Rules.

Establish proper segregation of duties
over all checking accounts.

Review and implement Fiscal Rules for
filing and payment of travel reports.,

Prepare receiving reports and include
them with vouchers to assure the proper
receipt of goods and services.

Issue written instructions regarding the
procedures and types of items to be in-
cludedin a year-end consumable inventory
count,
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Disposition

Recommendation
implemented.

Recommendation
implemented.

Recommendation
implemented.

Recommendation
implemented.

Recommendation
implemented.

Recommendation
implemented.

Recommendation
implemented.

Recommendation
implemented.

Recommendation
implemented.

Recommendation
implemented.

Recommendation
implemented.

Recommendation
implemented.

was

was

was

was

was

was

was

was

was

was

was

was



20.

21.

22.

23.

24,

25.

26.

27.

28.

29.

30.

Prior Audit Recommendations

Include adequate explanation and
documentation for all journal
entries into the accounting system.

Retain accounting records in
accordance with State records
retention guidelines.

Review and observe the Fiscal Rules

regarding the proper procedures for

recording fixed assets on the detail
inventory listing.

Affix and maintain State identifica-
tion tags on all furniture and
equipment.

Complete a yearly physical inventory
of fixed assets, retain documentation
and update ADP listings accordingly.

Refer all obsolete fixed assets to
the State Purchasing Director.

Maintain daily time records to serve
as a basis for distributing payroll
costs.

Eliminate Division personnel files
and rely on files maintained by the
Department.

Review and update insurance coverage
for all division.

Transfer the processing of accounting
records for the Land Use Cormission
to the Governor's Office.

Consolidate responsibility for the
Training Academy operations under
the direction of one department.

-30-

Disposition

Recommendation was
not implemented.
See current year
recommendation #8.

Recommendation was
implemented.

Recommendation was
not implemented.
See current year
recommendation #4.

Recommendation was
implemented.

Recommendation was
not implemented.
See current year
recommendation #5
and #6.

Recommendation was

not implemented. See
current year comment

#h.

Recommendation was
implemented.

Recommendation was
implemented.

Recommendation was
not implemented.

Recommendation no
longer applies. Land
Use Commission
merged with the Div-
ision of Planning.

Recommendation was
not implemented.
Requires legislative
action,



STATE OF COLORADO
DEPARTMENT OF LOCAL AFFAIRS
JUNE 30, 1977
DEPARTMENT ORGANIZATION

The Department of Local Affairs functions under Article 24-1
CRS 1973. The organizational units of the Department are:
Office of the Executive Director
Division of Local Government
Division of Property Taxation
Division of Commerce and Development
Colorado Bureau of Investigation
Colorado Law Enforcement Training Academy
Division of Housing
Division of Planning
Division of Criminal Justice

Office of the Executive Director

The Executive Director provides the overall supervision of the
activities of the divisions within the Department of Local Affairs
and provides central administrative and accounting services for
these agencies.

The Board of Assessment appeals operates directly under the
purview of the Executive Director of the Department of Local Affairs,
The Board hears appeals concerning property tax assessments.

Division of Local Government

The Division of Local Government provides technical assistance

to local governments in the areas of finance, management,and
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administration. It also administers emergency water and sewer
grants provided by the State. The staff of this Division advises
the Governor and the General Assembly on the changing problems
confronting local governments and their officials,

Division of Property Taxation

The Division of Property Taxation provides guidance and
assistance to local government property assessment agencies. The
division assesses public utilities and makes property tax exemption
determinations on certain properties. The Division also assists
Colorado taxpayers on questions concerning property tax assessments,

Division of Commerce and Development

The Division of Commerce and Development plans and promotes
the balanced economic development in Colorado. Services are
provided by this division to promote and encourage the tourist
market and use of Colorado locations for motion picture and tele-
vision filming.

Additionally the Division is responsible for the following
two offices:

a) The Office of Rural Development which coordin-
ates activities of state agencies involved in
rural community development and non-metropolitan
planning;

b) The Four Corners Regional Commission alternate
staff, which administers industrial development

and community improvement projects in Colorado.
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Colorado Bureau of Investigation

The Colorado Bureau of Investigation maintains central
identification files to assist inquiries from law enforcement
agencies. The Colorado Crime Information Center (CCIC) provides
a computerized program directed at locating fugitives, missing
persons, and lost, stolen, or recovered property. Upon request
of local law enforcement officials, the CBI will aid in the in-
vestigation of crime and the enforcement of criminal laws. The
laboratory section provides the technical services of analyzing
physical evidence not available to the smaller communities. When
directed by the Governor, the CBI will investigate other criminal
activity.

Colorado Law Enforcement Training Academy

The Colorado Law Enforcement Training Academy is an educational
institution which trains local law enforcement officers from local-
ities throughout the state. The Academy evaluates the curriculum
of other training academies in the state to assure their compliance
with minimom standards for the training of law enforcement
officers.

Division of Housing

The Division of Housing provides financial and technical
assistance in the construction or rehabilitation of housing for
low-income households. The Division also administers construction
standards for factory-built housing and recreational vehicles

manufactured or intended for sale in Colorado.
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Division of Planning

The Division of Planning is responsible for Statewide
cartography, demography, in addition to developing policies and
strategies to assist counties and municipalities in the planning
and management of their growth and development.

The Division includes the Land Use Commission and the Water

Quality program, previously separate and directly under the
Executive Director of Local Affairs.

Division of Criminal Justice

The Division of Criminal Justice implements for the state
the federal Crime Control Act of 1973, and administers and monitors
the Law Enforcement Assistance Administration (LEAA) funds al-
located to Colorado for the improvement of the criminal justice
system. The Division staff provides technical, planning and
financial assistance regarding the criminal justice system in

Colorado.
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