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UNIVERSITY OF COLORADO 

FINANCIAL, STATE-FUNDED 
STUDENT FINANCIAL ASSISTANCE 

PROGRAMS, AND NATIONAL COLLEGIATE 
ATHLETIC ASSOCIATION EXAMINATIONS 

REPORT SUMMARY 

FISCAL YEAR ENDED JUNE 30, 1998 

Purpose and Scope 

The Office of the State Auditor, State of Colorado engaged KPMG Peat Marwick LLP (KPMG) to 
conduct certain examinations of the University of Colorado (the University) for its fiscal year 
cnded June 30, 1998. KPMG performed these examinations in accordance with generally accepted 
auditing standards and Government Auditillf: Swndards. issued by [he Comptroller General of the 
United States. We conducted the related tield work from May through October 1998. 

The purpose and scope of our audits were to: 

• 

• 

• 

• 

• 

• 

• 

Express an opinion on the consolidated financial statements of the University as of and for 
the year ended June 30, 1998. This includes a review of internal control as required by 
generally accepted auditing standards and Government Auditing Standards. 

Evaluate compliance with laws, regulations, contracts and grants governing the expenditure 
of federal and state funds. 

Ex.press an opinion on the Uni versi ty' s compliance and internal control over financial 
reporting based on our audit of the consolidated financial statements performed in 
accordance with Government Auditing Standards. 

Express an opinion on the financial statements of the University'S bond funds as of and for 
the year ended June 30, 1998. This included an evaluation of compliance with bond 
indenture provisions. 

Express an opinion on the Statement of Appropriations, Expenditures, Transfers and 
Reversions of the State-Funded Student Financial Assistance Programs of the University 
for the year ended June 30. 1998. 

Perform certain agreed-upon procedures regarding the records and internal control related 
to the University' s Intercollegiate Athletics Program and the statements and records of 
outside organizations' expenditures for or on behalf of the University's Intercollegiate 
Athletics Program. These procedures were perfonned to assist the University in complying 
with the provisions of the National Collegiate Athletic Association (NCAA) Bylaws. 

Evaluate progress in implementing prior audit findings and recommendations. 



Report Summary, Continued 

Tf;!e financial statements of the Unjversity'~ bond funds and rhe related opinjon of the independent 
auc;lirors are contained in tlie University's bond fund repon issued under separ-:ne cover. The 
University's Schedule of Expenditures of Feder.!I Awards and <1pplicable opinions ~hereon of (he 
Office of the State Audhor. State of Colora.do are ~ncJuded in the June 30. 1998. Statewitlc Simdc 
AI.lClit Repon issued under separate cover. ~ 

Audit OpilDions and Reports 

We expressed unqualified opinions on the Univ~r!\ity' s consolidated filJancialstatements, bond 
funds financial! statements. and the Statement of Appropriations. Expenditl!Jres. Transfers and 
Rever:sions of the Stale-Funded Student FinanciaJ Assjstance Programs as of ana for the year 
coded June 30, 1998. Our repon on the University's consolidated financial sratemems induded an 
explanatory paragraph statirng that the University adopted the provisions of Governmental 
Accounting Standards Board Statement No. 31! AccOlmti~g lUui Fillancull ReportiJlg for CtJriClDI 
InveSTments and/or External I"vestment POQls, effective July 1. 1997. 

We issued a repert on the Un~,versity's compliance and internal control over fihilllciaJ reJ'>oflililg 
based on an audit of consolidated financial statements perfonned in accordance with G@\'emm.elll 
AtuliJ;llg S'tamJprds. We did not note any material weaknesses or any material instances ti)f 
noncompliance with leg all or regulatory requirements based on OUI audit of the consolidated 
tinancial Sl:ltements. However. we did nore cenain areas where the UniverSity could impF(:we its 
internal control and compliilflce procedures. which are described in the Findi'Flgs and 
Recommendations section of this repon. 

We issued a report detailing our performance of agreed-upon procedures related to tbe University· s 
Intercollegjate Athletic Program in accordance with NCAA guidelines. Our Fepon disclosed no 
exceptions as the resuh of our pr:oeedures. 

Summary of Key Findings and Recommendations 

The Year 2000 Monitoring Process Needs Further Enhancement 

The eontrol environment related to the University'S information systems encompasses University 
Management Systems -(VMS), which is responsible for university.wide computing services. and 
the Information Technology depaFtments at the four campuses. which are responsible for many 
di fferent ·functions, including campus-speci fie systems. 

For each campus. VMS, and [he Universjty as a whole, we performed limited procedures to 
inquire about the status of the Year 2.000 issue. Olllr procedures were not intended to and do not 
provide any assurance on whether any existing Year 2000 problems have been identified, on the 
adequac~ of the University's remediation plans related [0 Year 2000 fInancial or operational 
problems. or on whether fhe University is or will become Year 2000 compliant. 



Report Summary, Continued 

The impact of the Year 2000 issue is one of the most significant exposures facing the University in 
this century due to the magnitude of the problem, its far-reaching effects and its inunovable 
deadline . Activities to mitigate the impact of the Year 2000 issue are some of the University's most 
significant undertakings in this century. Thus, it is imperative the University has a well-designed 
process for assessing, remediating and monitoring the University-wide Year 2000 issues. Further, 
the process should ensure all areas of risk. both information technology and business risks. 
associated with the Year 2000 issue are addressed by the plan . 

To monitor the Year 2000 issue, the University ha<i established Year 2000 committees for each 
campus and UMS, which have individual Year 2000 assessment and remediation plans with 
various degrees of completeness. The assessment and remediation plan of UMS is the most 
extensive in the University in terms of content and progress against the plan. Recently, a Year 
2000 committee to monitor the activities of the University as a whole was established by the 
President. This committee, which includes representation from each campus and UMS, reports 
regularly to the University'S senior administrative group and is in the process of compiling a 
University-wide Year 2000 assessment and remediation plan. 

Since all organizations are faced with this issue, the industry has developed best practices related to 
the Year 2000 monitoring process which an organization can measure itself against. According to 
these best practices, management should develop an enterprise-wide. business-based effort 
sponsored by the most senior members of management. Then. the organization should compile a 
comprehensive. detailed inventory of systems and applications, both custom and purchased. and 
system software and operating systems for each computing platform being uti1ized. For the 
identified items, there should be an assessment of the impact to the organziation of potential 
failures of these systems and applications, which details the priority of each item and the time 
horizon to the Year 2000. This a.<;sessment should consider the impact of all significant business 
relationships as well as current and potential legal issues . Using (his assessmenl. an overall Year 
2000 transformation strategy should be developed in sufficient detail to address all major related 
issues. The strategy should include critical milestones, testing plans and quality assurance. 
Further, contingency plans should be developed and tested for all mission critical systems in the 
event that Year 2000 compliance requirements are not met. 

Best practices also include management's allocation of appropriate financial resources to the Year 
2000 project that are separate from the information technology operating budget to ensure 
resources are available and expended on critical business systems or to ensure the remediation 
process can be supported. The Year 2000 budget should be developed by senior infonnation 
technology officers, senior business managers, legal counsel, external vendor contacts, etc. In 
addition, there should be monthly reporting on critical milestones. at a minimum, to the Year 2000 
oversight body. The reporting mechanism should include appropriate processes and controls 
which, at mulLiple levels of detail, track progress against the baseline plan and compare actual 
results to budgeted project timelines and costs. 

When comparing the University's current monitoring process against these best practices, we 
noted some areas which should be enhanced to reduce the risk of Year 2000 project failures. 
Although the University's process is an enterprise-wide effort sponsored by the most senior 
members of management, the process does not appear to be focused on the vital functions of the 
university (c.g., students, research) in addition to the information systems aspects. The 
University'S inventory process does not appear to include all non-traditional platforms, e.g., 
embedded chips, specifically those for which the information technology departments are not 
responsible . To ensure that all impacted systems are considered, the project should include all 
platforms in all mission-critical departmenls of the University. 

3 



Report Summary, Continued 

However, an assessment mission-critical patforms not been 
identified systems, there should detailed remediation and or 
contingency plans those which cannot adequately or timely 

In addition, strategic business as the University Hospital, State of Colorado or 
U.S. Department Education have not fully addressed. The University have a 

full understanding the 2000 project status these entities how failures impact 
their interaction with the University. Contingency plans, which could implemented in the event 
of a by non-University entities, should be developed to enable the University to be 

to its constituents' Further, the University has not developed a 
budget or critical milestones for project. Therefore, is no reporting to 

Year 2000 committee at the 

The University of Colorado should enhance their Year 2000 project to include the 
following procedures and to reduce the associated risks: 

III a comprehensive inventory 
III a business-based, university-wide impact assessment 
III business relationship monitoring 
III detailed plans 
III contingency plans 
III specific project budget 
III milestone reporting 

By addressing of the above points, the University win enhance their Year 
2000 project and reduce the risk of failure or future legal 

University of Colorado Response: 

University concurs. University the significance 
have on University While Year work at the University 
it be enhanced over the next 12 to 15 months to strengthen 

Control Development 
Monitored 

the Administrative Streamlining Project Should Be 

University is in replacing its legacy Financial System and numerous 
financial applications with Peoplesoft application. an integrated I-'U"'fiU~;v 

consisting of numerous modules "general ledger, accounts payable, purchasing, 
human resources, etc.). Peoplesoft implementation project and the related business process 
redesign are to as the Administrative Streamlining Project. The business 
redesign been completed. the modules are to be 

4 



Report Summary, Continued 

Peoplesoft runs in a client server environment versus the University's current mainframe 
environment and is designed to meet the needs of a wide-variety of clients. In order to address the 
needs of these distinct environments, it is designed to be an open-system. Combining this 
architecture with the client server environment could lead to an environment with minimal internal 
confrol if the inherent weaknesses of an open-system are not properly addressed. Further, the 
controls over the new financial management system will be decentralized so that . user maintained 
tables drive functionality wit'hin Peoplesoft. Previously, system functionality was maintained by 
UMS since it was programmatically builtinto the legacy system. 

Proper utilization of security and process control features within the Peoplesoft system: the 
University processes; the client server package: and the databa')e package strengthens internal 
control. It is more efficient and effective to implement security and process control features during 
tbe system implementation project than after its completion. 

The Administrative Streamlining Project has been executed consistent with several best practices 
related to system implementation projects. The most significant example of an executed best 
practice is the process of incorporat~ng business process re-design. Specifically, the University 
has reviewed its business processes and re-engineered many of them to ensure maximization of the 
functionality of Peoplesoft as well as the efficiency and effectiveness of operations. 

Another best practice in the ~ndustry is an independent review of security and process control 
fealmes during the system design and testing phase of a system implemenralion project. 
tndividuaJs with contr<?l design knowledge and experience as well as independence from the 
process design ' team should perform the review. The system design and testing phase of the 
Adminio;trative Streamlining Project has recently begun. Based on our conversations with the 
University's management responsible for overseeing the project and the internal audit department. 
iI, appears that an ,indeMlldent review of control features during the Adminis.trative Streamlining 
Project is planned but bas not been scheduled. 

Therefore. we recomrtiend the University' ensure its plans for an independent review of security 
and process control features are scheduled during the implementation project. The objective of the 
review should be to ensure the control environment within the new Peoplesofr application is 
appropriately configured so that infonnation technology and process controls are at least equal to 
the currenl controls associated with the University's legacy system. Overall, the review would 
reduce the risk of inadequate internal control: upon project completion. 

The University of Colorado should ensure execution of its plans for an 
independent review of control features during the Adm'inistrative Streamlining 
Ptojecl to ensure an adequate control env,ironment within the new Peoplesoft 
application is appropriately configured. 

University of Colorado Response: 

The Unh'ersity concurs. The creation of an appropriate control environment is essential to 
ensure the University'S new fmancial processes efficiently produce accurate, reliable 
illfom1,tlion. The University intends [0 utilize an optimal mix of manual and automated 
process controls and security features of the PeopleSoft 'system to construct such an 
environment. The Internal Audit Director and ASP Interim Project Director are planning 
for the optimal timing and approach to an independent review of designed security and 
process control features. Much of the review will be conducted prior to placing the 
systems in production. This work is underway, is scheduled for completion by February 
1999, and is pan of the implementation. 

5 



Report Continued 

A Security Assessment of the Network Environment Should Be Performed 

UMS and are 
area network is also the gateway for 
use the network to connect 

each other 
University to access 
majority of their 

network. 
Further, 

technology 

To equipment and data on network, should be utilized to 
University's envIronment through the Internet. With complex wide-area 

the University, strategically placed are needed to 
restrict access. 

In the prior that UMS 
firewalls to their network 
Center has implemented firewalls. 
alternative controls during fiscal 
vanous of restrictions. 

an installed firewall. we 
and the u..>,,'-''-,.u .... 'u. 

user 
information technology 

vulnerable. Although Boulder the intrusion, there 
unauthorized user might gain access to more critical University 

certain non-critical 
access to a system on a 

on the wide area network IS 

to be a risk an 
from a campus. 

has not performed a university-wide assessment 
installed firewalls are to restrict access to systems via 

systems. University lanagc::ment has not quantified vulnerability to ensure 
an assessment is cost-beneficial. protect the 
to vulnerability of network to a defined 

of Colorado 
security. 

should be made 
via the Internet to a defined 

perform a university-wide assessment of 
a of that appropriate security 

to minimize its vulnerability unauthorized access 

of Colorado 

The University concurs. 
university-wide assessment of the 

to implement 
"'''''''''11''''-'' Center have 

fire walls or 
are protected 
the coming 

concurs 
area network. 

firewalls 

undertaking a 
the comment, work is 

campuses are planning on 
Knowing that certain 
need to address Year 

assessment in February, 

Summary Progress in Implementing Prior Year Audit 
Recommendations 

The audit 
disposition 

year ended 
audit recommendations as 

6 

7 
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Rec. 
No. 

1. 

2 

J 

4 

5 

6 

Page 
No. 

14 

16 

18 

19 

20 

21 

RECOMMENDATION LOCATOR 

Recommendation Summary 

Enhance its Ycar 2000 project to include the following 
procedures: a comprehensive inventory; a business­
based, university-wide impact assessmenl; business 
relationship monitoring; detailed test plans; contingency 
plans: specific pr()jecl budget; and milestone reponing. 

Ensure execution of its plans for an independent review 
o[ control feaLUres during the Administrative 
Streamlining Projecl. 

Perform a university-wide assessment of its wide-arca 
network security and, then, make appropriate security 
enhancements. 

Modify policies and procedurcs related to password 
composition and trusled relationships within ill the 
UNIX environment. 

Establish a formal process [or monitoring compliance 
with reslrictions all gifts received from the Foundation 
and appropriateness of the timing of department request 
for Foundation reimbursement of gin expenditures. 

Implement procedures to calculate student financial aid 
refunds in accordance with both the institutional and 
federal refund policies in accordance with federal 
regulations. 

Agency 
Addressed 

Universily of 
Colorado 

Univer~ity of 
Colorado 

University of 
Colorado 

University of 
C'olof<j(jo at 
Boulder 

University of 
Colorado 

University of 
Colorado at 
Boulder 

Agency 
Response 

Con<.:ur~. 

Concurs. 

Concurs, 

LOll<.:urs . 

Cone u rs . 

Concurs. 

Implementation 
Date 

December 1999 

February 1999 

December 1999 

June 1999 

April 19lJ9 

October 1998 



No. No. 

7 22 

00 

RECOMMENDATION LOCATOR 

Concurs. 

ensure 

Implementation 
Date 

June 1999 



Description of the 
University of Colorado 

Organization 
The University was established on November 7. 1861, by Ace of the Territorial Government. 
Upon the admission of Colorado into the Union in 1876, the University was declared an instirution 
of the State of Colorado (the State), and the Board of Regents was established under the State 
Constitution as its governing authority. 

The University consists of a central adntiniscration and the foHowing four campuses: 

Boulder 
Denver 

Colorado Springs 
Health Sciences Center 

The four campuses comprise 16 schools and colleges which offer more than 140 fields of study at 
the undergraduate level and 100 fields at the graduate level. 

The vision of the University is to become the prentier public learning uni versity in the United 
States through the creation of a Total Learning Environment. To reach the vision. each campus 
and the system administration has developed long-term. strategic goals that will transform the 
University . The Total Learning Environment initiacive was developed to anticipate and respond to 
the University's future. It encompasses four objectives Chat are intended to prepare the University's 
students , infrastructure. and entire community for the 21 st century. The purpose of the Total 
Learning Environment initiative is to augment and enhance the best of the University's innov3rions 
in teaching, learning, research, management and planning, and to identify emerging and leading 
edge innovations in teaching and learning. The themes that define the Total Learning Environment 
include supporling innovation in learning, including undergraduate and graduate education: being 
more responsive to its students and other constituents; using technology to improve teaching, 
learning, and management and enhancing the University's human, capital, financiaL and 
organizational infrastructure. 

The Board of Regents is charged constitutionally with the general supervision of the University 
and the exclusive control and direction of all funds of and appropriations to the University. unless 
otherwise provided by law. The Board of Regents consists of nine members serving staggered 
six-year terms, one elected from each of the State's six congressional districts and three elected 
from the State at large. 

The president and chancellors of the University are appointed by the Board of Regents. The 
president is the chief academic and administrative officer of the Universiry. The duties and 
responsibilities of the president include providing academic leadership to the University and being 
the chief spokesperson for and interpreter of the University'S policies . The chancellors are the chief 
academic and administrarive officers ar the campus level. They are responsible for ensuring each 
campus complies with the policies of the Board of Regents and the president. 

9 



Description, Continued 

numerous 
acti vi ties. 
and to 
Many 

Enrollment, 

Fiscal 

Fiscal Year 

Source: 

educational process, 
involvement with 

laboratories, bureaus, 
faculty members ~"!~~""'_ 

, .... "','-u.'" to nr<lf'tlf'p 

the graduate 
activities. 

centers involved 
to 

independent study in 
to the citizens, 

in the local area. 
private contracts and grants. 

faculty and staff information is below. 

Full-Time-Equivalent Stlldpnt Enrollment 

28,032.0 8,181.9 36,213.9 

7,912.8 35,224.2 

Format 30 of the Budget Data Book for Fiscal Year 1999-2000. 

Full-Time Staff 

3,047.9 5,714.0 

3,111.1 5,724.7 

30 of the Budget Data Book for Fiscal Year 1999-2000. 
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Findings and 
Recomlllendations 

We have audited the consolidated financial statements of the University of Colorado (the 
University) for the year ended June 30. 1998. and have issued our report thereon dated 
October 16, 1998 . In planning and performing our audit of the consolidated financial statements, 
we considered the University's internal control solely to determine our auditing procedures for the 
purpose of expressing our opinion on the consolidated financial statements and not to provide 
assurance on internal control. In addition. in accordance with Govemmelll Auditing Standards, 
issued by the Comptroller General of the United States, we also have issued our report dated 
October 16, 1998 on our consideration of the University's internal control over financial reponing 
and our tests of its compliance with certain provisions of laws, regUlations, contracts and grants. 
We have not considered internal control since October 16. 1998. 

Our procedures were designed primarily to enable us to form an opinion on the consolidated 
financial statements and on management's assertion regarding compliance and the effectiveness of 
internal control over financial reporting, and therefore may not bring to light all weaknesses in 
policies or procedures that may exist. We have attempted. however, to use our knowledge of the 
University gained during our work to make comments and suggestions that we hope will be useful 
to the University. 

During our engagement. we noted certain matters involving internal control and other operational 
matters that are presented for the University's consideration. These comments and 
recommendations, all of which have been discussed with the appropriate members of the 
University's management, are intended to improve internal control or result in other operating 
efficiencies and are detailed in the following section. 

11 



Findings and Recommendations, Continued 

Information Technology 

The control environment related to the University's information systems encompasses University 
Management Systems (UMS). which is responsible for university-wide computing services, and 
the Infonnation Technology depanments at the four campuses, Which are responsible for many 
differem functions, including campus-specific systems. UMS manages some of the more 
significant computer systems of the University, including: 

• Financial Reporting System 

• BilJing and Receivable Systems 

• Student Information System 

• Bud.get System 
• Human Resources Management System 

We assessed the adequacy of the control environment related to the University's information 
systems. Our assessment included consideration of the process for monitoring the Year 2000 
issue. the controls over physical and logical access to information technology resources, change 
management controls over modifications made to critical, programs. and ove~H management of 
information technology resources. 

For each campus, UMS, and the University as a whole, we performed limired procedures to 
inquire about the status of the Year 2000 issue. Our procedures were not intended to and do not 
provide any assurance on whether any existing Year 2000 problems have been identified. on the 
adequacy of the University's remediation plans related to Year 2000 financial or operational 
problems, or on wheilier the University is or wiLt become Year 2000 compliant. 

The Year 2000 Monitoring Process Needs Further Enhancement 

The impact of the Year 2000 issue is oOe of the most significant exposures facing the University in 
this century due to the magnitude of the problem, lts far-reaching effects and ils ,immovable 
deadline. Activities to mitigate the impact of the Year 2000 issue are some of the University's most 
significant undertakings in this century. Thus, it is imperative the Universiry has a weU·desjgDed 
process for assessing, remediating and monitoring the University-wide Year 2000 issues. Further, 
the process should ensure all areas of risk, both information teclrnology and business risks, 
associated with the Year 2000 issue are addressed by the plan. 

To monitor the Year 2000 issue, the University has established Year 2000 committees for each 
campus and UMS, which have individual Year 2000 assessment and remediation plans witb 
various degrees of completeness. The assessment and remediation plan of UMS is the most 
extensive in the University in terms of content and progress against the plan. Recently, a Year 
2000 comminee to monitor the activities of the University as a whole was established by the 
President. This committee, which includes represeFltation from each campus and UMS, reports 
regularly to the University's senior administratIve group and is in the process of compiling a 
University-wide Year 2000 assessment and remediation plan. 

12 



Findings and Recommendations, Continued 

Since all organizations are faced with this issue, the industry has developed best practices related to 
the Year 2000 monitoring process which an organization can measure itself against. According LO 
these best practices, management should develop an enterprise-wide, business-based effort 
sponsored by the most senior members of management. Then, the organization should compile a 
comprehensive, detailed inventory of systems and applications. both custom and purchased. and 
system software and operating systems for each computing platfonn being utilized. For the 
identified items, there should be an assessment of the Impact to the organziation of potentia] 
failures of these systems and applications. which details the priority of each item and the time 
horizon to the Year 2000. This assessment should consider the impact of all significant business 
relationships as well as current and potential legal issues . Using this assessment, an overall Year 
2000 transfonnation strategy should be developed in sufficient detail to address all major related 
issues . The strategy should include critical milestones. testing plans and quality assurance. 
Further. contingency plans should be developed and tested for all mission critical systems in the 
event that Year 2000 compliance requirements are not met. 

Best practices also include management's allocation of appropriate financial resources to the Year 
2000 project that are separate from the information technology operating budget to ensure 
resources are available and expended on critical business systems or to ensure the remediation 
process can be supported. The Year 2000 budget should be developed by senior information 
technology officers, senior business managers , legal counsel. external vendor contacts, etc. In 
addition, there should be monthly reporting on critical milestones, at a minimum. to the Year 2000 
oversight body. The reporting mechanism should include appropriate processes and controls 
which, at multiple levels of detail, track progress against the baseline plan and compare actual 
results to budgeted project timelines and costs. 

When comparing the University'S current monitoring process against these best practices. we 
noted some areas which should be enhanced to reduce the risk of Year 2000 project failures . 
Although the University's process is an ente!1Jrise-wide effort sponsored by the most senior 
members of management, the process does not appear to be focused on the vital functions of the 
university (e.g ., students. research) in addition to the information systems aspects . The 
University's inventory process does no! appear to include all non-traditional platforms (e .g., 
embedded chips), specifically those for which the information technology departments are not 
responsible . To ensure that all impacted systems are considered, the project should include all 
platforms in all mission-critical departments of the University . However, an assessment of 
mission-critical patfonns has not been completed . For each of the identified systems, there should 
be detailed remediation and subsequent testing plans or contingency plans for those systems which 
cannot be adequately or timely remediated. 

In addition. strategic business alliances, such as the University Hospital, the State of Colorado or 
the U.S. Department of Education have not been fully addressed. The University should have a 
full understanding of the Year 2000 project status of these entities and how failures might impact 
their interaction with the University. Contingency plans , which could be implemented in the event 
of a failure by non-University entities, should be developed to enable the University to be 
responsive to its constituents' needs. Further, the University has not developed a separate Year 
2000 budget or established critical milestones for the project. Therefore, there is no reporting to 
the Year 2000 committee at the milestone level. 
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and Recommendations, 

Recommendation No.1: 

., 

., 

., 
• 
., 
., 
., 

UnIversity of Colorado should enhance their 
and to reduce risks: 

2000 project to include following 

a impact assessment 

business relationship 

detailed test plans 

contingency plans 

specific project 

milestone reporting 

points, the University will enhance their 
legal issues. 

2000 project and 

University of Response: 

University concurs. University 
have on University While Year 
it will be enhanced over next 12 to 15 
issues. Additional are provided 

Each campus and UMS have project teams in 
by a Year 2000 In addition, 
fue of 

to 
departments, 
communication occurs campuses 
each project team is responsible for 
respective chancellor. the Presidential 
continue, to assure management, fue Board 
University will not significantly impacted 

In July 1998, President requested from 
resolving on their 
plan and that includes an 
tended to computer 
and application Some 
than others. are currently 

significance 
work at the University 

to strengthen 

2000 may 

on gomg 
results. 

the 
will 

l"'"CU\..u"' ..... ., that the 

of the chancellors an updated plan for 
At the President's direction, each campus 

component. of these plans 
software, including system software 

addressed embedded more fully 
of embedded 

processors and Year 2000 effect operations. 
enhanced assessment Year 2000 potential and thus more contact with 
liaisons, as as with equipment property managers, providers, to 
obtain written statements of compliance the systems they provide. The enhanced 
inventory of systems and processes impacted by Year 2000 will completed by 
January 1, 1999, review by the System Office. 



Findings and Recommendations, Continued 

As processes are and examined, they be prioritized to ensure Year 
2000 problems posing the greatest exposure risk are identified and addressed in a 
timely fashion. To liaisons, and 

users will consider the the problem that occur in terms of cost 
to business interruption, the on which the problem is expected to occur, and the 

complexity and cost of any workarounds that may be possible. All 
for critical including and vendors: any 

with other will considered. are responsible for 
identifying critical processes and systems, and their related dependencies, quantifying the 
impact of Year 2000, and providing this information to their campus project team. The 

team department liaisons will work together to priOritize issues 
assurances of continuity. 

With to contingency plans, department liaisons are responsible for contacting 
vendors with whom their systems interface to of 2000 on the 
delivery of services by vendors, for considering plans to 
be implemented the event is a beyond the control of the University that 
significantly impact the University. critical processes, contingency plans will be 
provided to campus project teams and the chancellors for review and approval. Campus 
contingency plans will be provided to the System by April 1, 1 

Campus and System Office test plans are an important part the Year effort. 
test plans for the University-wide systems are in place. Campus project teams will 
departmental liaisons in understanding how to develop test plans (and environments. if 
appropriate) and to execute those plans to ensure 
compliance. Milestones for on processes will 
established and incorporated in 2000 plans by April 1, 1 

The University is critical to completion of the 2000 
called campus will completed plans to 

determine the budget necessary to implement them. The primary budget responsibility 
with the campuses. Exceptional resource needs beyond the capacity of campus 

budgets will be submitted to the by April I, 1999. 

Each campus Year 2000 plan contains a timeline activity toward completion of 
plans are updated, more concrete milestones will be developed, with 

to indicate (1) where the stands with to their 
milestones, and what to if a milestone is 

and monitoring tools will be provided to the campuses. The System Office will 
monitor plans and provide timely communication with the Board of Regents and key 
public constituencies. 

Control Development in the Administrative Streamlining Project 
Should Be lVIonitored 

The University is in process of replacing 
other financial applications with the Peoplesoft 

of numerous modules general accounts payable, 
human resources, etc.). Peoplesoft implementation project and the 

15 



Findings Recommendations, Continued 

"",,,,.CHI'," are commonly to as the Administrative Streamlining Project. business 
phase has just been completed. Currently, the initial modules are scheduled to be 

implemented July 1999. 

a client server environment versus the University's current 
and is to meet the a In to 

these distinct environments, it is designed to be an open-system. Combining 
with the client server environment could to an environment with 

control if the inherent are not properly 
controls over the new financial system will decentralized so that user 

drive functionality within Previously. system functionality was maintained by 
UMS it was programmatically into legacy 

Proper utilization of within the Peoplesoft 
University database strengthens 
controL It more effective to and process control features 

system implementation project than 

Project has practices 
to system projects. The of an best 

practice is the process of incorporating Specifically, the University 
has reviewed business processes and re-engineered many them to ensure maximization of the 
functionality of Peoplesoft as well as the efficiency and effectiveness of operations. 

Another practice in the industry is an independent review of security process control 
during the system design and of a implementation project. 

Individuals with control design knowledge well as independence from the 
process team should the 
Administrative Streamlining has recently begun. on our 
University'S responsible overseeing the project and the internal audit 
it that an control features during the Administrati ve 

Therefore, we recommend University ensure plans an independent security 
process features are scheduled during implementation project. The objective of the 

should be to ensure the control environment within the new Peoplesoft application is 
appropriately configured so that information technology and process controls are at least to 
the current controls associated with the University'S legacy system. Overall, the would 

the risk internal control upon completion. 

Recommendation No.2: 

The of Colorado should ensure execution of plans an independent of 
security and process control during Streamlining Project to ensure an 
adequate control environment within the new Peoplesoft application is appropriately configured. 
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Findings and Recommendations, Continued 

University of Colorado Response: 

The University concurs. The 
ensure the University's new 
information. The U ni versity 
process controls and security 

environment is essential to 
produce accurate, reliable 
of manual and automated 

to construct such an 
Audit are planning 

for the optimal timing 
process control 
systems in production. 
1999, and is part of the 

designed security and 
prior to placing the 

for completion by February 

A Security Assessment of the Network Environment Should Be 
Performed 

UMS and the campuses are 
area network is also the gateway for 
use the wide-area network to connect 

To protect equipment 
access to the University's 
similar to that of the U ni versity, 
restrict access. 

through a network. This 
to access Further, the campuses 

information technology equipment. 

be utilized to 
With complex wide-area networks 
firewalls are needed to effectively 

In the prior year, given that UMS we recommended the campuses install 
firewalls to protect their network environments and the associated critical data. The Health 
Sciences Center has implemented are planning on implementing 
firewalls or alternative controls firewalls and/or alternative controls 
offer various degrees of restrictions. 

However, during current 
in Boulder's environment. 
area network, 
vulnerable. 
unauthorized user 

The University h~" not 
determine if the installed 
systems. Further, 
an assessment is 
numrruze 

unauthorized users penetrated certain non-critical 
user has obtained access to a system on a 

information technology on the wide area network is 
intrusion, there appears to be a risk an 

University systems from a campus. 

university-wide assessment of its wide-area network to 
to access to critical systems via 

has not quantified its vulnerability to ensure that 
nrr"p,~r Umversity systems, management needs to 

to a defined acceptable leveL 
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Findings and Recommendations, Continued 

Recommendation No.3: 

of Colorado a university-wide a.<;sessment wide-area network 
should be made to a of that security 

vulnerability of U1H1UlliU the Internet to a 

University of Colorado Response: 

The University concurs. University concurs 
university-wide assessment of the wide area network. As 
underway to implement security firewalls and 

Sciences Center implemented firewalls. 
implementing frrewalls or controls during this 
critical systems are existing firewalls, and 

issues in the University will 
2000. 

undertaking a 
comment, work is 

controls. U.\r1S and 
campuses are planning on 

Knowing that certain 
need to address Year 

Security Over Boulder's Information Technology Environment 
Should Be Strengthened 

the password formatting 
This feature controls the 

of a user's password. 
zero, which is basically no 

access to the 
access to 

with a minimum 
use of 

access, Boulder should use 
consistent with industry 

to gather data 
Card maintenance, 
greatest number of 

Systems Group 

for the 
.""~.'UIU modify its policies 

composition feature of the 
password 

it is transmitted to the 
and Viking 

systems of 
these systems; which are all 

this feature is not a password could 
password. Passwords are the first line of ... vJ.'-,,·, .... 

passwords are not used to fullest extent, an Ull.:l"lUVJ 

and disrupt operations or Industry standards 
six characters, an every 60-90 days, as well as 

subsequent reduce the risk of unauthorized 
formatting feature of 

we found a of users with assigned that could 
compliance with should actively and notify users not 

regarding the construction and use of passwords. 
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Findings and Recommendations, Continued 

Third, we found UNIX files create trusted relationships between machines at 
Boulder. If trusted relationships users do not need to re-authenticate themselves to the remote 
machines. A know ledgable user could use to gain unauthorized access 
to another Currently, no policy to discourage users from creating these files 

to the type user with the ability to create files. Boulder should implement 
policies and procures to limit use of trusted relationshIps to a valid reason and not 
for the user. 

Recommendation No.4: 

The University of at should its policies procedures related to 
password and trusted relationships to ensure a more secure UNIX environment. 

University of Colorado at Boulder Response: 

The University of 
utmost concern to 

at Boulder concurs. Information technology is 
campus. campus recently and is filling a security 

which will responsible for increasing security for both Boulder Information 
) and distributed machines. 

to the two audit comments, will password 
to UNIX by March 31, 1999. In response to the third audit comment. 

will issues associated with the remote login capabilities by December 31, 
By June 30, 1999, ITS will appropriate security around capability. 

by reengineering or replacement 

Monitoring and Application of Gifts and Contracts from the 
Foundation Should Be Enhanced 

The University of Colorado Foundation, (the Foundation) was established 
separate non profit to solicit, and invest for the 
gifts and except contracts from sources, must be initially 
Foundation via campus development Gifts grants must remain 
Foundation until needed to 

with the donor's During 
through 

1998. the 

In 1967 as a 

accounts in 
distributed 

approximately $32 million to the University. Since University's 
only temporarily do not add to investment funds will not 
eam interest from University if gift are 

University Treasury, without any immediate for expenditure, 
from the Foundation decline. While the University's central accountmg 
the Foundation with a report total revenues, expenditures and balance by 

account, it is responsibility the to ensure monies are requested timely. timing 
should be a delayed request so that Foundation are maximized, but not so late that general 
resources are borrowed the 
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Findings and Recommendations, Continued 

The Foundation, upon receipt of the gift or grant, establishes limitations on the use of the funds in 
compliance with the donor's requirements. By establishing these limitations, the Foundation 
restricts the use of the funds by the University, even if the restriction is only that a specified 
department, school, etc. may use the funds. The Foundation, when transmitting the funds to the 
University upon its request, notifies the University of the specific restrictions. It is the 
University's responsibility to comply with these restrictions when expending the funds. 

However, the University does not have a formal process in place to monitor compliance with gift 
restrictions. Thus, there is a risk that funds may be expended contrary to donor restrictions. Each 
campus department is responsible for maintaining records that support expenditures and a general 
ledger summary of revenues and expenditures for each restricted account is available to the 
Foundation. To minimize this risk, the University should establish a formal monthly review 
process of transferred gift funds and supporting expenditures. This process should utilize the 
general ledger accounts established by the University. The University should assign appropriate 
responsibility at each campus to review monthly the restricted accounts. This responsibility should 
include monitoring of revenues and expenditures in the accounts as well as transfers made. 
Transfers should be monitored to ensure the transfer of funds does not violate donor restrictions. 
For significant transfers with complex donor restrictions, the University should also periodically 
examine supporting documentation at the department to ensure that all gifts were expended in 
accordance with donor restrictions. 

In addition, we noted instances where monies were not timely requested from the Foundation to 
fund expenditures. Specifically, one department at Boulder incurred a deficit prior to requesting 
gift monies. Also, the Athletic Department at Colorado Springs did not request monies from the 
Foundation in a timely manner. Thus, these departments borrowed general resources of the 
University for the period between incurring the expenditures and receiving the gift transfer. To 
maximize the earnings realized by the University, the length and quantity of these borrowings 
should be minimized. The review process described above should be used to monitor the cash 
position of the gift activities. The review could identify departments that are not timely requesting 
gift transfers. 

Recommendation No.5: 

The University of Colorado should establish a formal process for monitoring compliance with 
restrictions on gifts received from the Foundation and appropriateness of the timing of 
departmental requests for Foundation reimbursements of gift expenditures. 

University of Colorado Response: 

The University concurs. Demonstrating respect for the wishes of University benefactors is 
essential to increasing donor confidence and creating opportunities for further 
contributions. Given the magnitude of the University's annual gift expenditures, careful 
consideration needs to be given to determining how to cost effectively monitor compliance 
with donor intent and the timing of requests for funding. Over the next six months, an ad 
hoc committee will be convened to address both of these issues, led by the University 
Treasurer and involving the participation of the campus controllers and representatives 
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and Recommendations, Continued 

from Foundation campus departments. committee an 
understanding as to magnitude nature of restricted gifts, 2) understand 

involved in monitoring compliance with gift 
from Foundation, assess whether is 

donor and of draws on 
solutions to mitigate any risk. Implementation is April 1999. 

Procedures to Calculate Student Financial Aid Refunds at Boulder 
Should Be Followed and Monitored 

Aid Handbook (Code Regulations Title IV, 
states every school the federal financial program 

must a fair and equitable refund Further, the school must compare federal refund 
policy refund (which is set forth in the with refund amount under its own 
institutional policy. the school must offer the amount calculated by of 

to who receive IV aid students. 

Currently, the Student Financial Aid department at Boulder campus is only performing a 
calculation under institutional and not under the policy as required by federal 

Boulder to ensure procedures, that include a calculation in 
the federal refund policy, are followed monitored to ensure with 

regulations and minimize related exposures noncompliance. 

Recommendation No. 

University Colorado should ensure procedures to calculate student financial aid In 

JILl.:.!.U'-,,", with both institutional and federal policies in accordance with federal 
regulations are followed monitored. 

University of Colorado at Boulder Response: 

University Colorado at Boulder concurs. The Boulder Bursar's has 
completed a refund calculation continuing under federal refund for 
Fiscal 1. Under that calculation, an additional $1 refund amounts were 
to the ensure the refund policy is 
the Office has its refund worksheets to include the 
all continuing students. Implementation is October 1 
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Findings and Recommendations, Continued 

Compilation of Athletic and Expenses by the Colorado 
Springs Campus Should Refined 

Higher Education 
an institution's 

Regulations Title 34, Chapter 
IV Student Financial Aid 

student aid to annually 
institution for the institution's 

requires institutions offenng 
derived and expenses incurred 
activities. The compilation should 
fiscal year and made available to 

within six months after 
public, where allowable by State law. 

regulations define the revenues 
level of detail to be presented. 

through the athletic 
the athletic 
directly 

items, such as 
IJ'-"'"' .. ''' made out of other accounts on 

In to provide a complete athletic department in accordance with 
regulations, Colorado Springs 
intercollegiate athletics activities. 

modify its compilation of revenues and 
compilation should include all sources 

defined in the regulations. 

Recommendation No.7: 

University of Colorado at should modify its compilation of uu,.''''' ..... revenues 
to include all sources designated for athletics. 

University of Colorado at Colorado Springs Response: 

University of Colorado at 
668.48, total athletic 

Campus wlil be reported by 
indirect items. Implementation is 

As required by CFR Title 34, 
revenues and expenses for the Colorado 

from all fund groups, as well as capturing 



Disposition of Prior 
Audit Findings 
RecoInDlendations 

Following are the audit recommendations made by KPMG included in our report to the Legislative 
Audit Committee for the year ended June 30, 1997, and their disposition at October 16, 1998. 

Recommendation Disposition 

1. The University should design a comprehensive Implemented. 
plan for each campus to monitor the ACARD 
program and create a user group to facilitate the 
program. 

2. The University of Colorado at Boulder and Implemented. 
Health Sciences Center should improve 
procedures to ensure subrecipient reports are 
received in a timely manner. 

3. The Uni versity should evaluate its review of Implemented. 
affiliated organizations to determine their 
intended relationship under GASB Statement 
No. 14, The Financial Reporting Entity, is 
reflected in existing and future operating 
agreements . 

4. The University of Colorado should review its 
procedures for estimating its compensated 
absences liability to ensure the methodology is 
reasonable and efficient as weJi as consistent 
amongst the campuses. 

5. The University of Colorado at Boulder should 
restrict progranuning staff from migrating 
programs from the test environment to the 
'production environment. 
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ParriaJiy implemented. The University 
will consider further automation of the 
estimation and leave tracking processes 
for all employees as part of the 
Administrative Streamlining Project. 
Implementation is planned to occur by 
Fiscal Year 2000. 

Implemented. 



Disposition of Prior Audit Findings and Recommendations, Continued 

Recommendation 

6 . The University of Colorado Denver should 
ensure all licensing fees for the shareware 
products in use are paid in a timely fashion or 
evaluate other freeware software options. 

7 . The University of Colorado should develop 
and test a comprehensive disaster recovery plan 
specific to each campus. 

8 . The University of Colorado should assess the 
risk of the Year 2000 and designate a cenlIal 
coordinator to disseminate information and to 
track the campuses' Year 2000 initiatives. 

9. The University of Colorado at Denver, 
Colorado Springs and Health Sciences Center 
should perfonn assessment surveys of network 
security needs and implement the most 
appropriate type of network security solution to 
meet their needs. 

10 . The University of Colorado Health Sciences 
Center should administer Local Area Network 
servers cenlIally at the campus and develop 
standards for this administration. 

11 . The University of Colorado Health Sciences 
Center should state the maximum award for the 
Undergraduate Merit program in the campus' 
Institutional Plan, as well as include the 
disclosure in publications available [0 students. 
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Disposition 

Implemented. 

Partially implememed. The Boulder, 
Health Sciences Center and Denver 
campuses will complete testing by 
June 30, 1999. The Colorado Springs 
campuses is in the process of 
reviewing its plan prior to testing. 

Partially implemented. See related 
Recommendation No. I in the current 
year report. 

Partially implemented. See related 
Recommendation No. 3 in the current 
year report. 

Implemented. 

Implemented. 



Members of 

t Marwick LLP 

707 Seventeenth Street 

SUite 2300 

Denver. CO 80202 

Legislative Audit 

We accompanying consolidated 
University), a unit of the State 
consolidated statements of changes in fund 
then consolidated financial statements 

is to 

We in accordance with 
Auditing by the Comptroller 
require that we plan perform the audit to 
financial statements are of material misstatement 
evidence the amounts and disclosures in 
assessmg accounting principles used and 
evaluating financial statement 
reasonable 

In our opinion, financial statements 
respects, position of the University as 
balances and current funds for the 
accepted 

As U"")',",U,,h',",U 

provisions of 
Financial 
July L 1 

consolidated financial 
Accounting Standards 

Certain Investments and 

of the University 
as of June 30, 1998, 

current funds expenditures 
are responsibility 

consolidated 

l""p'nt~'t1 auditing standards and 
United States. Those 

reasonable assurance about 
audit includes examining, on a test 

financial statements. An audit 
made by 

believe that our 

present 
and the m 

in conformity with generally 

University has adopted the 
No. 3 1, Accounting {mel 

Investment Pools, effective 

In accordance with Government Auditing Standards, we also issued our report 
control over financial ,.pnnrt,r'I October 16. 1 on our consideration of the University's 

and our tests of with certain provisions of Ull'Vll.:'>, contracts and 

October 
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Consolidated Balance Sheet 
June 

Current Funds 
Student: 

Loan 
U nres!ricted 

ASSETS 
Cash and cub cq uivalent. ,$ 573 ,$ 169 ,$ 
Investments 187,784 38,349 3,395 
Accounts receivable (leu allowance for 

doubtful receivabiea of,$ 18,023 in 1998 
and,$ 17.803 in 30.196 33,906 65 

Inventorica 7.09\ 
Other assets 6.986 186 
Noles and 10IUlJI receivable (leu allowance (or 

doubtful receivable!! of ,$ 3.375 in 1998 
and,$ 3.187 in 1997) 32,420 

Co~uction inprog~ 

Fixed assets: 
Land and improvements 
BUildings 
Equipment: 

Due from other fundi 1.145 

Total A.8scU S S S 

LIABILITIES 
Accounts payable and accrued expcnsea ,$ 44.426 ,$ 22.063 ,$ 10 
Accrued compensated absencea 38,233 168 
Unearned revenue 39.481 3,441 
Note: payable 
Lease purchallea payable 
Revenue: bonds payable: 
Risk flJll:Ulcing related liabilitiea 33.579 
Other Iiabllitiea 11.282 1.537 
Due to othe:r funds 

T ota.! Hab ilitiCli 171.046 29,159 10 

FUND BALANCES 
Unfunded compensated absencea (38,233) (168) 

Restricted or internally designated 100.841 44.764 35,870 

35,870 

35,880 

The =mpanyil1g SIlI1lJI1.IJ1j' lUld nota .lI.rC' lUl iI1tr:gra1 put of thiJJ statement. 



Funds 
Endowment 
lUId Similar R.::tiremc:nt of In vClitmc:nt 

Fundi Indc:btodncs.& iIlP14n.t 1998 

S $ 16 $ $ $ 758 $ 461 
49,646 124,355 10,794 414,323 374,004 

8 [30 71 64,376 60,640 

7,09\ 7.140 
628 5 7,805 7,527 

32,420 31.478 
31.310 31.310 46.375 

4,135 74,502 78.637 65,016 
644,519 644,519 589,934 
338,380 338,380 342,448 

7,638 133 6,799 

$ S 164.071 $ II S S 1,531,812 

$ $ 4,722 TI8 $ S 71.999 65,571 
38,401 31,334 
42,922 40,741 

415 415 443 

21.810 49,068 70,878 61.127 
700 113,015 113,715 118,945 

33,579 32,705 

86 190 13,095 14,122 
6,799 

968 372,437 

(38,40\ ) (31,334) 
52,059 136,759 10,035 380,328 371,090 

s 
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Funds 
Student 

Loan 
U ll.n:stricted Restricted 

StaLe of Colorado appropri.lll:iol:l.&: 
Cum:.n1 operatiOll.ll , 179.899 S 11.894 S 
Health care f I&C4l 1.321 

Studcm tuition and fClCll 251.457 
I.nvc:stmml. and interest iw:ome 18.528 5.334 957 
Fedenl granU. CO!l.t:r&ctI and advanca 397.378 480 
S taLe and loaJ.! gnmtrI and COlltI"II.Ct.i 17.167 
Private and otha gi.IU. gnmtll and c:onI:ractI n.35O 3 
Sala and saviceI of educatiollJl.l 56.983 
Additioll.ll to pLant facillt:ia 

R.ctireme:o.t of indebtc:dnc:a 
Gain (lou) Oil deb< 

Auxilill.ry operating nwenual 97,485 
Hospitlllll and cl.i.n.ica 13,464 
Other IiOUn:.cs: 

I.ndi.rect cost reimbursement 63.005 
Ik.nver AHEC 3.923 
Other additionl 34.279 250 200 

ToW Revenue and Other Additioll.ll no. 344 509.313 J,MO 

EXPENDITURES AND OrnER DEDUCTIONS 
Educational and general 556,756 44(),693 

AuilliAry operating 87,853 2.950 
Hospitlllll and clinic; 20.356 13 

Health care f I&C4l 1,321 
Loan CAIlceilaliOllll and admi.n.i.sl:ntivc:lcoUeetion cosU 359 

Expended for plant fa.cilities 

Retirement of indebtednCllll 

I.nterest on indebtednCllll 

Disposal of fa.cilities 

Other eli.penditufCS and deductioruo: 

I.ndirect cosU 62.8n l33 

Capitlllization of usctIdebt 
75 

567 

TRANSFERS BETWEEN FUNDS-(additiollll) dedl.ld:iODa 

Mandatory trll.llllfen: 

Ed ucatiOll. and General 
and interest 1.769 78 

M a.t.clllng funds! other 95 171 (266) 

enterpri.scll 

Principal and interest 20.451 

Renewals a.nd 268 

163 

44.975 34.411 



Eodowmc::nt 
aDd S iaI.llar 

Funds 

S 15 

5,974 

567 

550 

7,106 

1,171 

1,In 

(145) 

1.032 

6.074 

36,154 

9 ,831 
45,985 

1 52,059 

Uoexpcndcd 

S 18,565 

11,721 
1,218 

22 
3, 1112 

2,118 

8,842 

43,]211 

79.374 

33 

424 

79 ,831 

3,382 

(268) 

3,114 

(37.216) 

45,729 

(2,4t)I) 

139,746 

(586) 
139,160 

S 136,759 

Plant Funds 

Rairc.mc:nt of l.oVe&UD.c::nt 
l.odeh t.cdneu iDPLa.nt. 

S S 

1,655 

3,341 

101,570 
\4,6n 

(290) 

t.t.S5 119,298 

17,395 
9,2n 

44.498 

1.831 
164 10 

26,1136 4<S.)J9 

(5,229) 

(20.451) 

(25,680) 

972 

2.12B 46.3)9 

(473) n,959 

10,204 819,729 

J04 

10,508 819,729 

S (0,035 S 892,688 
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Consolidated Statement of Current Funds 

1998 1997 

Uo.rcst.ricted Rc:&I:rictc:d 
Funds Fund. Total Total 

EXPENDITURES 

Educational IUld general 

~ S 1112.718 S 52,856 S 335,634 S 313.440 

R~ 17,471 233.473 250,944 214.165 

PublM: r.crvice 17,519 21,057 39.576 34.n6 

Acadcmk: IWpport 68,1185 3,902 n.787 71.690 

Studc.ll! ~ 42.119 2,373 44,492 41.88! 

~liUpport 73.308 3,269 76.571 65.232 
Operation of pl.a.nt 42,450 70 42,520 39.296 

IUld 12.216 121.693 134,919 127,267 
operating experu:\itufC6 87,853 2,950 90,803 88,366 

H ospitalll a.nd clio.ia 20,356 13 20,369 20,005 
Health ca.rc fw:al I 1.321 1,251 

Total S 1,109.942 19 



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Year ended June 30,1998 

1. Basis of Presentation & Summary of Significant Accounting 
Policies 

GOVERNANCE 

The Universi£y of Colorado (University) is governed by the Uruverslty of Colorado Board of Regents 
(Regents) . The Regents are elected by popular "ote 10 the State ' s gcneral elections and serve staggered 
terms of six years . Six of the Regents are elected by qualified electors In the Stare of Colorado· s SIX 
congressional diMcts and three Regents are elected on an at-large baSIS. 

BASIS OF PRESENTATION AND FINANCIAL REpORTING ENTITY 

In accordance with Governmental Accounting Standards Board Statement No 14. The Financial 
Reporting Entity (GASH No. 14). the filUlnclal reponmg entity of the Uru ... ersi~· of Colorado includes the 
consolidated operations of the system offices. the campuses of the University and all related entities for 
which the University is finanCially accountable. A!; defined in GASB No. I·t financtal accountability may 
stem from the UnIversity's ability to appoint a maJoncy of the go\ 'cmmg board of the related orgamzJ,lIon. 
Its ability to impose its WIll on the related organlZ:1I10n. or ILS abllll~' to access assets or IlS responslblli~· 
for debts of the related organization. 

Accordingly. the accompanying consolidated finanCial statements contain the operations of the system 
offices and the following four campuses. All SlgnifiC.:lOt Intercampus accounts and transactions have been 

eliminated in the consolidation. 

• University of Colorado at Boulder (UCB) 
• University of Colorado at Denver (UCD) 
• University of Colorado at Colorado Springs (UCCS) 
• University of Colorado Health Sciences Center (UCHSC) 

In addition. the accompanying consolidated financial statementS contain the financial position and results 

of operations of the follo'Wing related enuties for which the Universll)· IS finanCially accountable: 

• University of Colorado Insurance Pool (UCIP) 
• The University Improvement Corporation (TUIC) 
• University Technology Corporation (UTC) 
• Buffalo Power Corporation 
• Umversity of Colorado Finance Corporation 

University of Colorado Insurance Pool (UCIP). a public enticy insurance pool operated for the benefit of 
lhe Universlty and the University of Colorado Hospital Authority (Note 17). insures property. liability. and 
workers ' compensation risks. UCIP operates under the regulatory authonty of the Colorado Division of 
lD.Sllr.lnce which requires an annual actuarial opinion and cenification of reserve adequacy. After 
September 30 , 1996. the UniversIty utilized a protected self-insurance program. The Universi~· assumes 
losses up to certain limilS and purchases excess insurance for losses over those IimilS. UCIP is 
responsible for claims covered under the terms of its policies. When aU of UCIP' s liabilities are 
discharged. UCIP will be legaJly dissolved. Detailed financial informauon may be obtained dlrectly from 
UCIP. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
ended June 30, 1998 

The University Improvement Corporation was established in 1976 as a separJte corporation to 
manage real estate investments for the sole benefit of the Uni\'ersity. TUIC is a nonprofit under 
Section 501(c)(3) of the Internal Revenue Code Detailed finanCial information mav be obtained direClh 
from rulC. . . 

The Technology CorporatIOn (UTC) was established In 1992 as a corporation 10 

further the transfer of newly created technologies from the U mverSI tv of Colorado to the pmme sector. 
Detailed financial information may be obtamed from lTTC. 

Buffalo Power CorporatIOn is a Colorado nonprofit corporanon orgamzed to facilitate the construction and 
financing of a cogenerdtion plant project. The project IS 10 supplv all of UCB' s steam and 
electric rx>wcr for the ne:>.1 40 years. Excess produced the IS sold to the 
Public Service Company of Colorado. Inc .. an invcstor-{)wncd utIlity Buffalo Power Corporallon' s 
directors are aprx>inted by the Board of 

The University of Colorado Finance Corporation is a Colorado nonprofit cOf\Xlration m 1998 \0 

facilitate the acquisition of personal and real property for the UniversIty of Colorado, The corporation IS 

the lessor for The Regents of the of Colorado Master Lease Purchase Agreement AdJuswble 
Tender Certificates of Series 1998A Certificates) The Certificates a 
lease/purchase financmg mechanism for certam eqUlpmcnL construction projects and real p rope rt\' 
necessary for the University's operatIon, 

For financial rerx>rting PUf!Xlscs. the 
Colorado, 

is conSidered to be a comrx>nent unit of thc State of 

T AX EXEMPT STATUS 

The Umverslty is excluded from federal income IJXCS under Scction 115 of the Internal Re\'cnue Code. 

AND 

amounts have been reclassified to conform to the currcnt year's In 

now rerx>rts its investments at fair value whereas In all pnor years these 
investments were at cost. This new method of accounting for imestments was adopted to 
conform to the provisions in Govenunental Standards Board Statement No, 3 L Accounting 
and Financial for Certain Investments and for E:\1ernal Investment Pools No. 31), 

the memorandum year column on the Consolidated Balance Sheet has been restated to 
retroactively the new method of accounting. The effect of this restatement at July L 1997 IS an 
increase in lxlth Investments and Fund Balances of $6.46 1.000. The year fund balance has also been 
restated to reflect an additional $3.982.000 of prior year realized on endowment funds held by the 

of Colorado Foundation. 

MEMORANDUM TOTALS 

The total column on the Consolidated Balance Sheet is "Memorandum Only" to indicate that it 
is presented only to facilitate financiaJ anaJysis, Data in this column does not present the fmancial 
rx>sition in conformity with the AICPA Industry Audit Guide for Colleges and as certain 
interfund have not been eliminated in the of this data. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Year ended June 30, 1998 

BASIS OF ACCOUNTING 

The financial statements have been prepared on the accrual basis of accounting and in accordance with 
the accounting guidance and reporting practices applicable to governmental colleges and universltles as 
promulgated by Governmental Accounting Standards Board Statement No. 15. Governmental College and 
University Accounting and Financial Reporting Models (GASB No.15). The prescribed guidance and 
practices are outlined in the American Institute of Certified Public Accountants industry audit guide. 
~-1udits a/Colleges and Universities, and the Financial Accounting and Reporting ,\/anual published b,· 
the National Association of College and University BUSiness Officers 

In compliance with the aforementioned literature. the Consolidated Statement of CWTCnt Funds 
Expenditures presents financial activities of operating funds by function related to the current reporting 
period It does not purport to present the results of operations or the net Income or loss for the period as 
with a statement of income or a statement of re,·enues and expenses. To the extent that current operating 
funds are used to finance plant assets. amounts so pro\1ded arc accounted for as: ( I) expenditures. in the 
case of normal acquisition andlor replacement of movable equIpment and library books. (2) mandatory 
transfers. in the case of required provisions for debt amortization and interest and equipment renewal and 
replacement. and (3) voluntary transfers for all other cases. 

The significant accounting policies of the University are as follows: 

Investments are reported at fair value. which is determined pnmarily based on quoted market pnces at 
June 30, 1998. Amortized costs (which approximate fair value) are used for money market investments. 
Certain endowment funds are managed by the University of Colorado Foundation. Inc. (Notes 14 and 15) 
These funds are pooled for investment purposes and then invested in Secunties and Exchange 
Commission (SEC) registered mutual funds. or funds regulated by the Office of the Comptroller of the 
Currency. These assets are stated at the proportionate fair value of the pooL In addition. the UniverSity 
invests in SEC registered funds and in two pooled funds regulated by the Office of the Comptroller of the 
Currency Fair value of the position in these pools is the same as the value of the pool shares. 

Inventories are stated at the lower of cost or market Cost is determined usmg either the first-in. first-out. 

average cost. or retail method. 

Summer session revenues and related direct instructional expenditures are reported within the fiscal 
year in which the summer session ends. Accordingly, only the tuition and fee revenues and instructional 
e:\:penditures of the 1997 summer session are included in the Consolidated Statement of Changes in Fund 
Balances and the Consolidated Statement of Current Funds Expenditures. Tuition and fee revenues and 
related direct instructional expenditures for the 1998 summer session are deferred and are reported as 
unearned revenue and other assets. respectively, at June 30. 1998. 

Land and improvemenL<;, buildings, and equipment. including library books. are stated at cost at the date 
of acquisition or fair value at the date of donation. In confornuty with generally accepted accounting 
principles for public colleges and universities, the University does not provide for depreciation on plant 
assets. The minimum dollar amount of assets that must be capitalized is $5,000. During fiscal year 1998, 
the UCHSC changed to this higher capitalization threshold All other campuses changed to the higher 
threshold in fiscal year 1997. This change resulted in a write off of $32, 136,000 which is classified ",,'ith 
disposal of plant facilities in the Consolidated Statement of Changes in Fund Balances. 

Interfund borrowings are recorded in each fund as due to/due from other funds. fnterfund borrowings are 
authorized in advance by the Regents or administrative actIOn. typically have identifiable repayment 
schedules. prm,'ide needed working capital or cash advances for special projects. and where appropriate, 
are interest bearing. 
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NOTES TO CONSOLIDATED FINANCIAL ST A TEM£NTS 
Year ended June 30, 1998 

[nJernal service units are accounted for in the unrestricted c:urrent fund Rm .. cnucs and expenses of self­
funded internal senice units are recorded in (he appropriate accounts oflhc operating units. To 
accommodate external financial reponing of t'hese: units. thc tmc.rnal re\'cnues are netted against expenses 
to 3\'oid duplicate reporting of the expenses. E'Ylmples of acti~'ltics accounted for as internal sel'\-ice units 
are telecommunication operJtions. cogeneration operauons, sc~rice departments. and Storerooms. 

FuND ACCOUNTING 

To ensure the observance of limlt3t1ons and restrictions pla~ on the usc of the resources available .to the 
Univcrsit)'. the accounts are rrialntained in accordance WIth the principlcs of "fund accounting." Tfus is 
the procedure by which resourcesIor \~Jrious purposes.arc c1assUicd for accounting and reponing purposes 
into funds that are in accordance \\ith the activi ties or objectivcs spccUicd for the resQurccs. Separ.lle 
accounts are maintained for each fund: however. in the accompanying consolidated financial statements .. 
funds with similar characteristics have been combin.ed'. Accordingly. all financial transactions have been 
recorded and reported by fund group. 

The different fund groups used by the University ,arc as follows·: 

Current Fund$-\1SJ!d primarily to account for transactions tlult are expended in perfomung the primary 
and support objectives of the University: i.e .. i.nstrucuon. research. public service.. academic suppon. 
srudenl sen;ccs. institutional suppart. operJtion and maintenance of plant. scholarships and fcBowships. 
and auxiliary activities. Current funds are segregated into separately balanced fund groups as follows: 

Unrestricted Fund--used.10 account for transactions related to the University's State general fund 
appropriated. budget as approved by the state legislature and the Regents and for traI1S3cUons of au::~m31)" 
enterprises and substantially self-supporting activities. Auxilia~· cnlerprises include, but are not limit~ 
to, StUdent housing, food services. the bookstore. and intercoUeglate athletics. Self-supporting acti\'ities 
primarily provide services for students. faculty, and staff and are funded by rees. unrestricted gifts. and 
other income designated for specific purposes by the Regents. 

ueRSC operates the Colorado Psychiatric Hospital. of wltich the related re·.enues and e:qlenditures are 
reflected as Hospitals and C1ini.cs in the aecompanying Consolid:lled S/.lltements of Changes in Fund 
Balances and Current Funds ExpenditUfCS. 

Restricted Fun~used. to account for current funds expended for operating purposes bu.1 restricted by 
donors or other outside ag~ncies as to the specific purpose for which they lTIlly be expended. 

Restricted current fund C'O'cnues. prj.ncipaUy grants· and contracts. reCognized as the related expenditures 
are incurred. were $443,656.000 in fiscal year [998. 

UCB and UCHSC participate in the federal government's Direct Loan Program. This program provides 
loans from the federal gpvemment to qualifying students. and their families for bclUcational purposes. 
While the University helps students obtain these loans. the tinivetsil)' is not a party to the loans and is not 
reS"pOllSlble f6r collea:ion of mo.:njes owed or .for defaults by borrowers ~ the Oepartment of EducatioD 
performs these functions. 

Previously. the. federal gO'o'emmenf provided financial ~istance to srudenl!i through gu;uanleed or 
subsidized loans administered through banks. Thi:s diStribution of loans by the federal government was 
not included in the University1 s accounts e:~ce~ as studen~ payments on account when loan proceeds were 

36 

[ 



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Year ended June 30, 1998 

received. Under the Direct Loan Program. however. the distribution of loans to students is processed 
through the University' s accounts as additions from the federal grants and as student financial aid 
deductions when disbursed to the students. The amount of UCB Direct Loans dunng the fiscal years 1998 
and 1997 were $76,643,000 and $72.56 LOOO respectively. The amount of UCHSC Direct Loans during 
the fiscal years 1998 and 1997 were $19.006.000 and $18.271.000 respectively. 

Student Loan 
students. 

primanly the federal government used to account for loans to 

Endowment and Similar Funds--consist orirue endovancnt. term endo\-\TIlenC quasi-endo\\-TIlent. and 
life income funds. True endo\-\TIlent funds are subject to the restnctlOns of donor instruments 
requiring the be invested in perpetuity and the Income be spent. Term endo\-\TIlent funds 
pm"ide that upon passage of a stated period of time or the occurrence of a particular event. aU or part of 
the principal may be Quasi-endo\-\TIlent funds tu .... e been estabhshed by the Regents to function 
as true endowment funds until the restrictions arc lifted by the Regents. LIfe mcome funds arc used to 
account for cash or other property contributed to the Uruverslty subject to the requirement thai the 

",,,,,, ... ,,rv pel"1!Xllc<my pay the income earned on such assets to a designated The assets of 
life income funds become the property of the upon the death of the designated 

Plant Funds-used to account for the transactIOns relating to investment in University properties. Plan! 
funds are into balanced fund groups as follows: 

Unexpended plant fund--comprised of amounts that have been appropriated or designated for 
maintenance. reserves. or purchase of land. 
UIoU ........ '&", and Fund balances totaling $21.393.000 in the plant fund arc 
considered to be restricted under revenue bond indentures and the remaining unexpended plan! 
fund balances totaling $115.366,000 are unrestricted but have been internally deSignated by the mdi\ldU;JI 
campuses for construction. repair. and maintenance proJects. 

Retirement of indebtedness fund-funds accumulated to meet debt senice including m!ercs! 
and principal payments pursuant to the terms of bond indentures and other contractual agreements. 

Investment in plant fund-represents the total of property. buildings. and equipment. and the related 
liabilities. Additions to plant facilities on the Consolidated Statement of in Fund Balances 
includes $24,636,000 to current funds extJCnCll 

2. Appropnations 

The Colorado State Legislature establishes spending authority for the in its annual 
Appropriations Bill. Appropriated funds include an amount from the State of Colorado's General 

as well as certain cash funds. Cash funds include tuition. certain fees. and certain other revenue 
sources. which are in various revenue lines and funds. as in the aCC;OlIlpanYl 
Consolidated Statement of Changes in Fund Balances. 

For the year ended June 30. 1998, appropriated expenditures were within the authorized spending 
authority. The University had a IOtal appropriation of $461,144.000. Actual appropriated revenues 
earned totaJed $452.501,000 and actual appropriated expenditures and transfers totaled $450,606.000. 
The net increase in fund balances was $1.895.000. 



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Year ended June JO, 1998 

NON-APPROPRlA TED FUNDS 

All other revenues and expendilUreS tClXIncd by tbe" UruverSi!\' reprcserft non-appropriated funds and arc 
excluded from the annual !!PJm)pri3l1QJiS. bilL Non·appropnalcd funds include certain grants and 
contracts. gifts, indirect cost recoveries. certain auxiliary revenues. 3lld other revenue sources. 

FINANCIAL STATEMENT PRESENTATION 

The accompanying consolidaled financial st.:ltemenlS contain revenues and expenditures from bolh 
appropriated and non·~pptoprialed funds. Appropnalcd and non-appropriated re\'cnues and e:\-pendirures 
are induded in each fund group based upon lhe prtnclplcs of fund account.ing. 

3. Cash Balances 

At June 30. 1998 and 1997. the University's cash balances. including deposits to transit. were S3A85.000 
and $5,397,000, respectively. For financial reporting purposes at June 30. 1998 and 1997. petty c.1sh and 
change funds totaling $758.000 and S-Ull.OOO. respectively. have been reported as cash and cash 
equivalents and the remaining balances of $2.727,000 and $4.936.000 respectively. have been reported 
as investments. Corresponding bank balances were S328.OOO and $332.000. respectively. and i'n 
accordance with Govetrunent31 Accounting Sfandards Board Statement NO.3. Deposits with Financial 
Jnstit\ltions. lnvestmenlS (Induding Repurchase Agreements). and Reverse Repurchase Agreements 
(GASB No.3). the roUon-ing table provides infonnaliofi CQncerrung the credit risk for the Uru.\,C£SIt'y·S 

bank balances as of June 30, 1998 and 1997 (in thousands): 

Category afcredit risk 1998 1997 

Insured or collateralized with securities 
held by the University or its agent in the 
University' s name S 113 S 104 

Collateralized With securities held by 
the pledging institution in the 
University's name 22 SI 

Uninsured or uncollatera1ized 193 177 
$ 328 S 332 

4. Investments 

In accordance with GASB No.3. as amended by GASH No. 31. University investments have been 
categorized into the following three categories of credit risk: 

Category l-lnvestments that are insured or registered or investments which are held by the University 
in the University's name. 

Category 2-1nvestrnents that are uninsured or unregistered which are held by the counterparty's agent 
or trust department in the University's name. 

Category 3-Invest.ments thai are uninsured or unccgistered which are held by the counlerparty's agenf 
or trust department but not in the Univeuity'sname. 
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NOTES TO CONSOLIDATED FINANCIAL MENTS 
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A summary of the fair value of the University's investments at June 30. 1998. by of credit nsk 
is as follows (in thousands): 

ClitegOry of credit risk 
Fair 

U,S. Government securities $ 174.021 $ $ $ 174,021 

commercial paper 
& bankers acceptance 

agreements 
Subtotal 

Investments in trusts and pools m:""""'{1 

Totlll investments 

68351 68,35 ! 

An investment the Regents directs the Treasurer of the to meet 
the investment nn'PC1l'l'f'" 

( I ) for dailv 
(2) protection of the nominal value of assets. and 
(3) generation of distnbutable earrungs at a level commensurate with the time horizon of the 

investments. 

investments include direct of the U,S, government and its agencies. bankers 
acceptances. commercial paper. money market funds. and equity mUlual funds. 
With to these investments. as well as other investments \.\ithin the University the 

is subject to market risk. which represents the exposure to changes in the market. such as a 
in interest rates or a change in or principal value of a security. Additionally. certain 

component units are exposed to credit risk assoCIated \\;th their Investment portfolio, Credit risk is the 
exposure to the default of counterparties to Investment transactions, 

To the extent allowed by law. the cash balances and other funds of all entities 
for investment purposes For financial statement purposes. investment income is allocated among funds 
based on month-end cash balances. For the year ended June 30. 1998. the gross investment return on this 
pool of funds was 603'% on an average balance of $310.904.000. In addition. the has 
non-pooled cash balances and other funds which are separately invested in accordance with bond fund 
resolutions. law. or Regent resolutions. 

Investments in portfolios managed others totaling $156.824,000 consist primarily of money market 
funds and bond and equity mutual funds. In addition. certain endo",ment fund investments are 11"'."'1,," .... 
by the of Colorado Foundation. Inc. (Note 1-+) 

The TreasureL under the granted by the entered into an \.\ith the 
trust department of its custodial bank to lend its U S. government and agency securities to certain. 
qualified borrowers. Loans can be terminated on demand by either the University or the borrowers. The 
loans consist of two types: term and open. A term loan is for a fixed number of days while an open loan 
may be renew'ed by both parties 

The custodian. as lending agent lends the University's securities for cash collateral of 102 percent 
and other entities with a simultaneous agreement to return the collateral for 
in the future. If the fair value of an increases. the borrower is 
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<:AJlH.<.;,U to deliver additional collateral to the custodian to protect the Uruversity. The custodian invests 
the cash collateral for the open loans in a money market fund that holds only securities and 
overnight repurchase agreements collateralized by government secunues, The average maturity of this 
money market fund is typically less than five days. The cash collateral for the term loans IS Invested In 

government securities to match the term of each loan. At year end the had no secunties on 
loan. 

The custodian indemnification to protect borrower failure. There were no 
violations of legal or contractual provisions and no borrower or custodian defaulted 

5. Notes Receivable 

The University has accepted notes receivable from dentistry students pursuant to a state statute Wn,'l'f'f'l'l.' 

the notes are forgiven when the student. after complies \\1th ccrtam serncc 
within the State of Colorado, Most of the notes receivable are to be As of June 30. 
1998 and 1997. 69 and 82 performance bonds have been Signed for a total potential forgiveness of 
SI,128.000 and SIA88.000. The statutes require the student to sernccs to 
rural areas of the State of Colorado or to pro\ide indigent or institutionalized care. 

6. Long-Tenn Obligations 

At June 30. 1998 and 1997. the University had long-term obligations totaling $185.008.000 and 
SI80.515.000, respectively Details of the obligatIOns are as follows (in Uluu::>.;mY:>J 

Interest Final 

Revenue Bonds: 
Auxiliarv Facilities 5.10-6.40% 6/1109 $ 3,985 

6.95-725% 611105 1.955 

4.25-900% 611112 39,-lOO 

Certificates 
T eleconunurucations project & 4.20-5. \0% 1211105 35,715 

Master lease Vanous 611/01 6,600 

The revenue bonds consist of multiple issues to finance construction. repair and enhancement of various 
and research facilities of the The revenue bonds are payable have 

serial maturities. contain sinking fund and contain optional redemption provisions. The 
optional redemption provisions allow the to redeem at various dates. portions of the 
outstanding revenue bonds at varying from 100% to 10 I % of the amount of the revenue 

bonds redeemed 

$ 14,345 
2,350 

41,730 

-10,375 
8,450 
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The Au..xiiiary Facilities and Recreation Facilities revenue bonds are secured by a pledge of all net 
revenues from certain au..xiliary facilities. The Research Building Revolving Fund revenue 
bonds are secured a pledge of rental revenues generated by the Research Buildings and. to the extent 
necessary. indirect cost recoveries received by the on research grants and contracts performed 
by the University. The Enterprise Au..xiliary Refunding Bonds are secured a of all net revenues 
of certain au..xiliary facilities. The pledge of revenues for the Enterpnse Facilities Refunding Bonds is 
subordinate to the Facilities Bonds with an outstanding balance of $3.985.000 and are also 
subordinate to the Series 1989 Recreation Facilities Bonds with an principal amount of 
$1.955.000 but are bonds with respect to one another. 

The revenue bonds are special limited obligations of the Regents and are solely from the pledged 
revenues. The revenue bonds are not secured by any encumbrance. or other pledge of nrf\nPrh: 

except the Net Income of the facilities as defined in the Bond Resolution. and do not constitute 
obligations of the 

The revenue bonds contain provlsions for debt service coverage <generally 125% or 200% of the current 
year's debt service) and also require the University to comply \\ith various other covenants while the 
bonds are outstanding. of the believes the has met all debt serYlce 
coverage ratios and has complied wlIh all bond covenants. 

CERTIFICATES PARTICIPATION 

Certificates of participation have been issued to fund lease purchase agreements for a 
telecommunications system. cogeneratIon plant and the acquisllion and refinanCing of equipment. The 
certificates are secured by the or equipment with the lcase .... yr"'p"vic 

cost of $78.786.000 and $63,658,000 at June 30, 1998 and 1997, respectively) and une':\1X:nd(:d 
M ... rv·;>,,,ri,, and contain optional provisions allowing the to redeem at vanous dates. 

portions of the outstanding certificates at prices varymg from 100% to 102% of the principal amount of 
the certificates redeemed. Interest on the certificates of is payable and 
principal is annually or with a final rnatunty in 2018. 

PAYABLE 

The note payable is an cont.ractual obligation resulting from the aequisition of land for the site of 
student housing known as Williams Village. The requires future minimum annual of 
$50,000 through 2009. The entire obligation is fTOm student revenue. 

OTHER CAPITAL 

In addition to the long-term obligations described above. the University had capital lease obligations in 
effect at June 30. 1998 and 1997, with a capitalized asset cost of $15.597.000 and $14.236,000 and a 
related outstanding liability of$13.353,000 and $12.302.000. Such contracts provide that 
any commitments for expenditures beyond the current year are contmgent upon funds being appropriated 
for such purposes and limit any 
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MA TIJRITIES OF LONG-TERM OBLIGA nONS 

of principal for 
follows (in thousands): 

Year ended 

1999 
2000 
2001 
2002 
2003 

7. Extinguishment 

Revenue Bond 

S 7,805 
8,325 
6,920 
6,445 
6,740 

Debt 

for the five 

S 6.225 
6.575 
8.280 
-1.385 
4,575 

fiscal years and thereafter are as 

Olher capllal leases 

S 1,067 
1,019 

919 
897 
887 

On August 28. 1997 the utilized $10.395.000 from a new bond issue \0 

I.' ... """I..I.UI)', bond issue in the amount of $1 0.1 05.000. Although the current refundmg resulted 
in the of an loss of $290.000 for the year ended June 30. 1998 (difference between 
the carrying amount of the old and new debt issues). the University in effect reduced its aggregate debt 
service payments by approximately $582.000 over the next years. and obtamed an econorruc 

.nprf'n,"''' between the present values of the old and ne\\' debt sen'ice payments) of $459.000. 

Previous revenue bond issues and certificates of participation. considered to be extinguished through In-

substance defeasance under generally accepted pnnciples. are not Included in the 
accompanying Consolidated Balance Sheet. The amount of debt In this category, covered assets placed 
in trust to be used solely for future amounted to $84.610.000 and $92.140,000 as of June 30. 
1998 and I 

8. Risk Financing Related Liabilities 

The University has chosen to finance its risk-related liabilities through a variety of risk llH<1l11,,·"l):; 

alternatives. Those alternatives include self-insurance programs. self-insurance pools, and self-insurance 

trusts. 

A.s described in Note 1, the established an insurance pooL UCIP, to insure its property, liability, and 
workers' risks. UCIP operates under the regulatory authority of the Colorado Division of 
Insurance. which requires an annual actuarial and certification of reserve adequacy. Mer ..,"1" .... " .. " ... , 
30. 1996. the utilized a protected self-Illsurance program. The University assume!! losses up to 

certain limits and excess insurance for losses over those limits. These limits range from $50.000 to 
$500.000. UCIP is responsible for claims covered under its When all of UCIP's liabilities are 
discharged UCIP will be legally dissolved At June 1998 and 1997, the reserves for unpaid claims held by 

UCIP and the protected self-insurance program totaled $16,918,000 and $19,329,000. respectively. These 
reserves are based upon the annual actuarial valuation and include reserves for incurred but not reported 
claims 
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In addition, the University has established a self-insurance trust for the purpose of providing medical 
malpractice coverage for UCHSC and the University of Colorado HosPJtal Authority. Reserves for unpaid 
claims under this trust are actuarially reviewed and evaluated for adequacy each year. A separate seLf­

insurance program has been established for health insurance for graduate medical students. As of June 
30. 1998 and 1997. the University had reserves totaling $8.759.(){)O and S7.6IS.000 respectively. which 

representlhe present value of unpaid claims including incurred but not reported claims. 

As of June 30, 1998 and 1997. the University had a self-in.sur.tnce reserve totaling $7.902,000 and 
55.761 .000, respectively, for the University's self-funded benefit plans. The reserve has been established 

for incurred but not reported claims related to medical. denu1. and prcscnp4.lOn seC\;ces covered under the 
University's self-funded benefits plans. The reserves are established in accordance with reserve 
reqwrements recommended by the University's external benefits consultants. 

Estimates of claims liabilities depend on many factors including lnilal10n. damage awards. investment 
return. and changes in legal doctrine. AccordingJy. computallon of the claims liabilities requires an 
annual estimation process. Claims liabilities are reevaluated on a periodic baSIS and take Into 

consideration recently sen led claims. frequency of claims. and other relevant factors . 

Changes in the balances of estInlatcd claims liabllil1es for the vcar ended June 30. 1998. are as follows (In 

thousands): 

L,abll/tva/ 
Julv I, 1997 

Claims and 
changes In 

esl7mates 
Clalnl 1,IDh"ltl. 0/ 

pavmenlS June JO, /998 

PrOperty, generalliabLlity and workeys ' compensatIOn S 19.329 $ },666 S 6.1)77 
University of Colorado Health Sciences Center medical malpractice 7.089 1,902 82-1 
Housestaff health benefits 526 2.500 2.·D-I 

$ 16. 918 
1-(.1 67 

592 
Medical benelits plan _~5~, ".:...:,' 6"-'1 ____ )""'0'-'-, 9~5'_'7 ___ ~2"-'8'_". 8""1""6'----___ - ..:..9(=':'-

1 32.705 S 39.025 S 38 .1 51 $ ,) S70 

9. Compensated Absence Liability 

Uruverslty employees may accrue annual and sick leave based on length of serVIce, but amounts poud upon 
termination are subject to certain limitations. The estimated cost of compensated absences for wluch 
employees are vested as of JWle 30, 1998 and 1997. is S38.-.0 1.000 and S31.384,OOO, respectively. The 

accrued annual leave includes the employer's share of the Public Employees ' Retirement Association 

contnbution. 

The ponion of the state-appropriated current unrestricted funds compensated absence liability relating to 
Ihe current restricted fund is $13,009,000 and $ 8,844.000 at June 30. 1998 and 1997, respectively. 

Expenditures for the fiscal years ended June 30. 1998 and 1997. include $7.017.000 and $2,539,000. 
respectively, for the increase in the estimated compensated absence hability. 

The recording of the liability for compensated absences may result In fund balance deficits that \\-ill be 
funded by stale appropriations, federal funds. or other fund sources available in future years when the 
liability IS paid. 
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10. Commitments and Contingencies 

Contracts have been entered into for the purpose of acquinng. constructing. and 
certain bwlding additions and other 
$14.425.000 as of June 30. 1998 and 1997. 

amounts totaling $13.524.000 and 

These additIOns will be f1U1ded or financed 
donor contributions. appropriations from the State of Colorado. JSSllance of revenue ixlnds. and other 

The amount of the authonzcd capllal construction JPpropnatJons from the Stale of CoiorJdo 
for these projects as of June 30. 1998 and 1997. was S8.714.000 and $10.393.000 

The also leases various buildings and under lease rental agreements. 
Total rental expense under these agreements was $3.567000 and S1.276.000 for the fiscal \ears ended 

June 30. 1998 and 1997. . Operating lease rental oblIgations for the five fiscal 
years in the aggregate annual amounts as foIlo\\'s (in thousands) 

1999 
2000 
2001 
2002 

.\flll/mlim lease 

$ 3:\89 

2.-171 
2.060 
1465 

The University has also entered into an operating sublease agreement with the FitzSimons Redevelopment 
Authoritv (FRA) on behalf of the UCHSC. The FAA has leased from Ihe United Stales cert:Jm 
buildings and equipment althe site of the former FitzSimons Army Medical Center in Aurora. Colorado 
The sublease is for an initial penod of twelve years and includes an option to renew for another five years 

The sublease does not create any future lease rental obligations. The sublease enables the UCHSC to 

occupy and use certain buildings and equipment at the Fitzsimons site. The campus has developed a 
Master Plan to relocate to the Fitzsimons site over the next fourteen vears. The Master Plan includes 
development of 2.2 million gross square feet of space at the Fitzsimons site. 

On May 12, 1998. five ofland and land improvements were conveyed to the UCHSC. The 
estimated market value of the land was $6.410,000 and the value of the buildings was $2,218.000. The 

p",...,.,..,,, to obtain title to the land buildings and in a ""'''''''''1''''_'' 
2027. 

Substantial amounts are received and expended by the Universltv under federal and state grants and 
contracts. and are to audit by governmental This relates to research. 
student aid and other programs. University management believes that any liabilities from such 
audits will not have a material effect on the University's consolidated financial statements. 

The is a defendant in a number of actions. Yr'hile the final outcome of many of these 
actions cannot be determined at this time. management is of the opinion that the ultimate liability 

not covered by insurance. if any. for these legal actions will not have a material effect on the 
financial position. 
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Plans 

Employees of the University eligible for rellrement benefits panicipate in one of three retirement 
,-,,,,",,,,",,,,,, student employees in a student retirement which IS funded solely by contnbutions 
from the student The student retirement plan is a defined contnbutlon plan admmistered by a 
consortium of higher educational institutions in the State of Colorado, All other eligible of the 
University participate in one of the two additional plans. the Public Retirement Association 

plan and the optional retirement 

The total for the fiscal year ended lune 30. 1998. was S596.056.000, The total pavroll of 
employees covered by the PERA plan. the Uruversity's optional retirement plan. and the student retirement 
plan was $167.126.000. $281.709.000 and S8.31O.000. The employees were nOI 
eligible for participation in any of the retirement plans. 

PENSION PLAN 

Plan The plan's purpose is to income to members and their farrulies at retirement or m 
case of death or The is a cost sharing multiple employer plan administered by PERA PERA 
was established state statute In 1931. Responsibility for the and admlmstrauon of the plan IS 

\\'ith the Board of Trustees of PERA to the plan bv the General 
The state as well as the other divisions' are included In PERA's finanCial statements which may 
be obtained by writing PERA at 1300 Logan Street. Denver. Colorado 80203, 

Plan members vest after five years of service and are for retirement benefits at age 55 with 30 years of 
age 60 with 20 years of service. or at age 65 With 5 years of semce. Monthly benefits are calculated 

as a percentage of highest average salary (HAS) HAS is one-twelfth of the average of the highest salanes on 
which contributions were associated with three of twelve consecutive months of service credit. 

Members disabled. who have five or more years of service credit. six months of which has been earned smce 
the most recent of may receive retirement benefits If determined to be 
disabled. If a member dies before retirement their children under the age of 18 If a full time 
_._. __ .... , or their spouse are entitled to monthly benefit payments. If there is no eligible spouse. 
dependent will receive a survivor's benefit, 

Funding Employees contribute 8% of their annual gross covered wages 10 an individual account in the 
plan. The University contributes 10.7% of the employee's gross covered wages. The annual gross covered 

to PERA is the gross less any reductIon In pay to offset employer contributions to the 
state IRC 125 plan established under Section 125 of the Internal Revenue Code. The contribution 
requirements of plan members and their employers are established and may be amended by the General 
Assembly 

The contributions to PERA for the fiscal years lune 30. 1998. 1997. and 1996 were 
$17,879.000. SI7.721.000 and $17.269.000. respectively. These contributions were equal to the 
contnbutions for each year. 

OPTIONAL RETIREMENT PLAN 

Under the University's optional retirement certain members of the University participate in a defined 
contribution retirement administered by the for the benefit of full-time faculty and 
unclassified staff members. The Constituti~n of the State of Colorado aSSIgns the authority t~ establish 
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and amend plan provisions to the University's Board of Regents. The conlnuution requirements of plan 
members and the University are established and may be amended by the Regen.ls. The Unjvcrsny's 

contribution to the defined contribution retirement plan is. cquall!J 9.25% of covered pajToll and the 

employee contribution is equal to 5% of covered payroll. The UnJ\"ctsity's contributIOn under the optional 
retirement plan for the years cnded June 30. 1998 and 1997. amolWlcd 10 $26 .. 0.58J100 and $23.779.000. 

respectively, and the employee's contribution under the optional rcltrcment plan was $1·1..076.000 and 
S13,211,000, respectively. 

Participants in the University's optional retirement plan choose [0 invest all cOntnbutions mto one ofthrce 

designa~ed vendors. In addilion. participants in the Universiry' S opuon.:li retirement plan are covered 
under federal Social Security (FlCA). Federal Social Security rcgulauons require both the employer Jnd 
the employee to ·cont·ribule 6.2% of co\'en:d payro II. 

HEALTH INSURANCE PROGRAMS 

The University's contributions to the various he'alth insurance programs were 123.·"14.000 and 
$23,324,000 for the, years ended June 30. 1998 and 1997. respectively. 

12, Post-Employment Benefits 

UNNERSITY POST -EMPLOYMENT HEALTH CARE AND LIFE INSURANCE PLAN 

In addition to pToviding pension benefits described in Note I L the Univcrsiry provides certain post­
retirement h~th care and life insurance benefits for retired employees in accordance with the Regcn15' 
authority. Substantia[Jy all oftbe institution's employeeS may become eliglble for those benefitS if they 
reach nonnaJ retirement age while working for the Uruversity. Currc.ntly. 2.873 retirees meet. the 
eligibility requirements and are receiving benefits. Under this prOgr.Jm the University subsidizes a ponion 
of health care and life insurance premi urns by charging them as a currenl expense. These costs amounted 
to. S 1,826,000 and $1,759.000 for the yeatS cnded JI,IJlC 30. 1998 and 1997, rcspecti,\'el~' . 

PERA POST-EMPLOYMENT HEALTH CARE AND LIFE INSURANCE BENEFITS 

Health Care Program 
The PERA Health Care Pro.gram began covering benefit rec1pients and qualified dependents on July 1. 1986. 
Thi!s benefit was deVeloped after legislation in 1985 established the Program and the Health Care Fund. Under 
this program, PERA subsidizes a portion of the monthly premium for health care coverage. The benefil 
recipient pays any remaining ~01int of that premium througJl an automatic deduction from the monthly 
retirement benefit. During 1997, the monthly subsidy was SI15.00 for those with 20 years of service credit 
and reduced by S5.75 for each year under 20. 

The PERA Health Care Fund is maintained by an employer's contribuLion of 0.8%· of covered salary. During 
the year ended June 30. 1998, the University paid S 1.337 ,O()O into this Fund. 

Monthly premium costs for participants depeDd on the bealth c;:lJ'e plan selected, the Dumber of persons being 
covered. Medicare eligibility, and the number of years of senice credit a retiree has, PERA contracts with a 
major medica] indemnity carrier to administer claims for self-insw'cd plans and with health maintenance 
or~tions pCO\jding sen';ccs within Colol'3c:to. During 1997. there were 37,388 partidpants, incfuding 
spouses and dependents. from aU contributors to .the plan. 
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its members access to 1:\\10 group life insurance plans offered by Prudential and Rocky 
Mountain Life. Members may join one or both plans. and they may continue coverage into relircment. 
Premiwns are paid monthly by payroll deduction. 

13. Common Facilities 

The Auraria Education Center (AHEC), established by leglslation in 1974. is jointly utilized by 
UCD. the Community College of Denver. and Metropolitan State of Denver. The instllutions 
operate independently as educational instItutions responsible to their own 
costs of operating common plant and facilities. Costs of common plant and facilities are 
shared in accordance with an operating agreement between AHEC and the respective Institutions. 

14. Endowment and Similar Funds 

True endowment funds are subject to the restricuon of gift Instruments which require that the pnnclpal be 
invested in perpetuity and the income be for current and future needs. Quasl-endowment funds 
have been established by the to function as true endowments until the restnctions arc lifted bv the 
Regents. A summary of endowment fund balances as of June 30. 1998 and 1997. is as follows 
thousands, at 

True endowment 
Quasi -endowment 
Life income funds 

$ 25.756 

84 

$ 17,827 

82 

The has entrusted the management of investments (at fair of the majority of endowment 
funds and undistributed revenue of $5 U42.000 and $45.791.000 as of June 30, 1998 and 1997, 
respectively, to the University of Colorado Foundation. Inc. 

In the is income beneficiary of investments held the University of Colorado 
Foundation. Inc. (see Note 15), with fair values of $307.069.000 and $258,232.000 as of June 30, 1998 
and Since the University has neither nor control of endowments owned by 

the Foundation. the has not been included in the accompanying Consolidated Balance Sheet 
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A summary of the combined endowment fund balances held by the and those fOf whIch the 
University is income beneficiary, at falf value as of June 30. 1998. is as follows (in thousands): 

Owned by University Owned by Foundation Total 

Managed by Managed by 

True endowments $ $ 25.427 
22.969 

lOS 

$ 151.039 $ 176,466 
Quasi--endowments 2.311 73.673 98.953 
Life income funds !O5 
Annuity funds cost) 2.180 2.180 

$ ·k~91 $ 51.142 $ 22~.712 $ 280.3~5 

15. University Colorado Foundation, Inc. 

The University of Colorado Foundation. Inc. an unconsolidated affiliated ~nr~r~.;n 

established in 1967 as a to sohcll. collect. and invest donations for the and 
for Hospital. The Foundation is a nonprofit entity under Section 501(c)(31 of the Internal 
Revenue Code. Certain members of the Regents serve as members of the Board of Directors and certain 

administrative officials serve as members or are ex officio members of the Board of Directors. 
The Foundation is not considered a (""n.nnr\npnl unit of the University because the University is not 

financially accountable for the Foundation. In addition. the financial statements of the Foundation 
include the activities of the University Research Corporation CURe). URC. a wholly-owned subsidiary of 
the was incorporated under the laws of the State of Colorado in October 1983. as a 
corporation to develop and market research discoveries and to invest in and operate business entities 
established to develop and market research discoveries. Operatmg activitIes began in October 1988. 

Under an between the Foundation and the University, the Foundation nr£\'UlI'I,'C 

development services to the University in for operating support. Distributions made 
Foundation to the for the years ended June 30. 1998 and 1997 were $32.878.000 and 

$50,768,000, respectively. These amounts have been recorded as revenue in the accompanying 

financial statements. 
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Summarized audited financial statements for the years ended June 30. 1998 and 1997, are as follows (in 
thousands): 

Investments (at fair value) $ 355,587 $ 301,491 

399,127 326,168 
51,142 45,791 

Net assets: 
Unrestricted $ 18,105 $ 13.071 

182.570 ! 37.668 

The is the ultimate of substantlallv all restncted and trust funds held bv the 
Foundation and is income beneficiary of all endmHnent funds held the FoundatIon. As descnbed In 

Note 14, Foundation endowment funds mclude $5 U42.000 (fairvaiue) and $45,791.000 (fairvalue) as 
of June 1998 and 1 of investments and undistributed revenue of endowment. 

mana!~ed on behalf of the 

1 The Colorado Medical Foundation, Inc. 

The Colorado Medical Services Foundation. Inc. (an unconsolidated affiliated a.k.a. 
Inc. (UPI), was established on July 1. 1982. UP! is a normnJtlt 

501(c)(3) of the Internal Revenue Code and was established to support health care and to assist the 
University in achieving its mission in education.. research, and public service. UP! collects 
patient and other revenues generated from professional activities by members of the of the UCHSC 
School of Medicine. While certain University faculty and administrative officials are board members of 

UPI is not considered a component unit ofthe University because the 
accountable for UP!. 

is not financially 

UP! reimburses the University for UPI's estimated share of fringe benefits and other directly 
related costs of their members which are for the University. The reimbursements are 
based upon estimated time devoted its members to UPI activities. Reimbursements for these salaries 
and related expenses for the years ended June 1998 and totaled approximately $65.285.000 and 
$65.075,000 and amounts provided as funds to the totaled $5.639,000 and $4,760,000, 

In addition. for the years ended June 30. 1998 and 1997, UP! reimbursed the University 
approximately $637,000 and $664,000, for liability insurance and other 
administrative costs. 
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SUIIUTll.'Irized audited financial statements for the years ended June 30. 1998 and 1997 are as follows 
thousands): 

Assets $ 63,102 $ 56,958 

pallent revenues $ 106,956 $ 100271 

17. University of Colorado HOspItal Authority 

In accordance with 1991 state IC~,ll>li1Ulm • the of Colorado Authority 
Authority) is a separate and distinct entity The does not control the appointment of staff nor 
does it assume responsibility for the debts of the Hospital Authority. Accordingly. the Hospital Authonty 
is not considered a component unit of the University because the Umverslly IS not financmllv 3ccountable 
for the Authority. Detailed financial information may be obtamed from the Hospital 

UCHSC has several types of financial transactions 'with the University of Colorado 
On an annual basis, UCHSC and the Hospital Authority enter mto agreements specifying the fees to be 
charged for services and the allocation of expenses between the two In cenain circumstances. 
UCHSC may bear the entire cost of certain services in exchange for educational or other services .",.(\",';,'<1 

by the Authority. In some instances. the fee UCHSC or the Hospital Authonty IS a set 
amount for services to be provided. In other circumstanc::s. the fee is based upon the 
amount or of services requested either or the Hospital Authority. 

Examples of services provided UCHSC to the Authority include telecommunications services. 
rental of office space, and resident doctors. Examples of services provided the Hospital Authonty to 

include shipping and services. student health services. and nursing staff for '-v.'v" ..... v 

HospitaL In general, amounts receivable from or payable to the Hospital Authority are settled 

within the calendar 

18. Subsequent Event 

0UIRlc\JUCilll to June 30. 1998, the University entered into a lease on behalf 
agreement includes a 166,445 square foot building referred to as Lawrence Street Center in 

downtown Denver. The Auraria Foundation will issue approximately $6.7 million in tax-exempt revenue 
bonds and S14.0 million in taxable revenue bonds to finance this The Auraria Foundation "'ill 
lease all of the Lawrence Street Center to the of Colorado over the thirty year of the 
lease. The University will occupy a portion of the Lawrence Street Center and will sublease the 
portion to other entities. The University will make lease payments to the Auraria Foundation 
to the debt service payments plus, the University will pay the other related expenses. 



Peat Marwick LLP 

707 Seventeenth Street 

Suite 2300 

Denver, CO 80202 

Independent Auditors' Report on Compliance and 
on Internal Control over Financial Reporting 

Based on an Audit of Consolidated Financial Statements Performed 
in Accordance with Government Auditing Standards 

Members of the Legislative Audit Committee: 

We have audited the consolidated financial statements of the University of Colorado (the 
University), a component unit of the State of Colorado, as of and for the year ended June 30. 
1998. and have issued our report thereon dated October 16. 1998. Our report mcluded an 
explanatory paragraph stating that the University adopted the provisions of Government 
Accounting Standards Board Statement No. 31, Accounting and Financial Reporting for Cenain 
Investments and for ExtemalInvestment Pools, effective July 1. 1997. We conducted our audit in 
accordance with generally accepted auditing standards and the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller General of the 
United States. 

Compliance 

As pan of obtaining reasonable assurance about whether the University's consolidated financial 
statements are free of material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts and grants. noncompliance with which could have a 
direct and material effect on the determination of consolidated financial statement amounts. 
However, providing an opinion on compliance with those provisions was not an objective of our 
audit and. accordingly, we do nol express such an opinion. The results of our tests disclosed no 
instances of noncompliance that are required to be reported under Govemment Auditing Standards. 

Internal Control over Financial Reporting 

In planning and performing our audit, we considered the University's internal control over 
financial reporting in order to determine our auditing procedures for the purpose of expressing our 
opinion on the consolidated financial statements and not to provide assurance on the internal 
control over financial reporting. Our consideration of the internal control over financial reporting 
would not necessarily disclose all matters in the internal control over financial reporting that might 
be material weaknesses. A material weakness is a condition in which the design or operation of 
one or more of the internal control components does not reduce to a relatively low level the risk (hat 
misstatements in amounts that would be material in relation to the consolidated financial statements 
being audited may occur and not be detected within a timely period by employees in the nonnal 
course of performing their assigned functions. We noted no matters involving the internal control 
over financial reporting and its operation that we consider to be material weaknesses. 
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This report is intended solely for the information and use of the Legislative Audit Committee. the 
Board of Regents and University management and is not intended to be and should not be used by 
anyone other than these specified parties. However. (his report is a matter of public record and its 
diSlribution is not limited. 

Ocrober15,1998 
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UNIVERSITY OF COLORADO 
State Funded Student Financial Assistance Program 

Introduction 
Year Ended June 30. 1998 

The University of Colorado is a state-supported institution of higher education with campuses at four 

locations: University of Colorado at Boulder, University of Colorado Health Sciences Center, 

University of Colorado at Denver. and University of Colorado at Colondo Springs. 

The financial and compliance audit of the state-funded ,student financial assistance progrlUDS 

at the iour University campuses for the fiscal year ended June 30, 1998, was directed toward the objectives 

and criteria set forth in the CCJJondo HlUJdbook for Sts~fundod $cudalt AssisWlce Programs, issued by the 

Colorado Commission on Highet Education (CCHE), 1998 revision. 

State-funded Student Financial Assistance Programs 

The state-funded student financial assistance programs at the University campuses include the 

Colorado Studellt Grant program, Colorado Graduate Grant program. Extended Studies Granl program. r - need based Diversity Grant program, Part-Time Student Granl program, Colorado Work-Study program, 

Undergraduate Merit program. Colorado Graduate FeUowship program, merit based Diversity Grant 

program, Perkins (formerly NDSL) Loan Matching and Health Professions Student Loan Matching 

programs, Student Incentive Grant program, and! the Colorado' Nursing Grant program. 

- The stste-funded student financial assistance expenditur~ made by the four campuses were $12.012.269 

during the fiscal year ended lune 30,1998. Of this amount, state-funded matching funds of $265,620 for the 

fiscal year ended June 30,1998 were transferred to the Perkins Loan and Health Professions Student Loan 

FWlds. 

The Director of Financial Aid at each campus is responsible for administration of these programs. This 

responsibility includes application processing, elgibility determination. and financial aid packaging, as well 

as ecsuring compliance with .regulations governing the participation of the University in federal and state 

financial assistance programs. The Finance Office at each campus is responsible for the programs" 

financial ma,nagement, general ledger accounting, payments, ana collections. 

D,uring the fiscal year ended June 3n,1998, the University obtained authorizations to award federal student 

financial aid funds. of S10,'828,539 in the Pell Grant program, $95,.649,631 in the Direct Loan progta.al. 

SI,402,303 in the Supplemental Eduutional Opportunity Grant program, S2,844,070 in the College 

Work-Study program,- and $376,064 of new federal capital contributions in the Perkins Student Loan 
progrOJD. 

During the year ended luoe 30,1998, the Univ~rsity obtained authorizations ,to award Colorado student 

flD.3.llc.ial aid fundS of $4,106,183 in the Colorado Student Grant program, $1,141.527 in the Colorado 

Graduate Grant program, $&,714 in the Extended Studies Grant program, $928,614 in the need based' 
Diversity Grants program, $119,613 in the Part-Time Student Grant program, $2,380,558 in the Colorado 

Work-SlUdy program, $1,524,851 ,in the Undergraduate Merit program, $610,437 in tho Colorado Graduate 

FeUowship program., $475.,747 in the merit based Diversity Grant program, $265,620 in the Perlcim (formerly 

NDSL) Loan Matching and Health Professions Student Loan Matching programs, $354,381 in the Colorado 

Student In~ot.ive Grant program, and $96,024 in the Colorado Nursing Grant progJ"1lm. 
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t Marwick LLP 

707 Seventeenth Street 

Suite 2300 

Denver. CO 80202 

Independent Auditor's Report on the 
Statement of Appropriations, Expenditures, 

and Reversions of State-Funded 

Members of the Legislative Audit Committee: 

We the accompanying Statement of Appropriations, 
the State-Funded Student Assistance 

University (the a component unit of Colorado, for year 
ended June 30, 1998. The Statement the responsibility of the University's management. Our 
responsibility is to express an opinion on the Statement based on our audit. 

We our 
Auditing Standards, 
require that we plan and perform 

r.,Tt~rn,"'''T is of material 

with generally "ty'pnt"r1 

Comptroller General 
the audit to obtain 

An 
the amounts and in audit 

accounting principles used and significant UHj'UL\.,,> made by management, as well as evaluating 
. ~vera11 Statement presentation. We 

opImon. 
that our audit provides a reasonable for our 

In the notes to Statement, Statement was prepared in accordance with the 
set forth the Colorado Handbook for State-Funded Student Financial Assistance 

Programs issued by the Colorado Education 1998 revision. The 
't~ltpl'rlPl~t is a summary activity of 

exception of the Perkins and Colorado 
certain transactions that would included in the 

and does not present 
state-funded student financial 

~M"-~'~ if it was presented on 
accepted accounting principles. 

to present the financial position 

accrual 
Accordingl y , 

or changes in 
principles. confonnity with accepted 

of accounting, as 
the accompanying t"ts,"",pnt 

fund of the 

In our opinion, the Statement to above presents the appropriations, eXPCl101IUI 
and of the state-funded student UIU",,",'''''' "".>;H':'U"'I"'''' programs of 

for the year ended June 30, 1998, in with the provisions of the 
Handbo"akfor State-Funded Programs, as 

In accordance with Government Auditing Standards, \ve have our report 

m 

11'1"1,1"\,,·1" l6, 1 on our consideration the University's internal ",...r,1'rA 

our tests of its with provisions of 
over fmancial reporting 
contracts and 



report is intended solely for the infonnation and use of the Audit Committee, the 
Board of Regents, University management, Colorado on Higher ....... U' ..... AILLV' 

the Office of the State Auditor, of Colorado and is not intended to and not 
by anyone other than these specified parties. However, this report is a matter of public 
upon the Audit Committee distribution is not limited. 

}<Pt't1 
October 16, 1998 
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UNIVERSITY OF COLORADO 
Stale FWIdcd Studc:Qt FiDaDclal ~slot·lICC1 Prop-aml 

STATEMENT OF APPROPRJATIONS, EXPENDITURES, TRANSFERS AND REVERSIONS 

Year ElIded JUDO 30, 1998 

Need Bucd OTanu Mcrril Bued Onu:IfI 
Toul COtOiidO COlondO Ei1CiDdCd Part-TUnc ODdCil'= COloiidO 

Fi.DaDc:1al St1Idcol Graduate Studlal Dlvenity Swdcol CoIonado Oradualc OndualC Dlvenlty 

Aid OTanI Gn.at Gram Or:ubl Orul Work-Study Mont FellowdUp Gran .. 
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STATEMENT OF APPROPRlATIONS. EXPENDITURES. TRANSFERS AND REVERSIONS 
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UNIVERSITY COLORADO 
State Funded Student Firumcial Assistance r-nW"RH'" 

Summary of 
Notes to Statement of Transfers and Reversions 

1. Basis of Presentation and Accounting 

The Statement of appropriations, transfers and reversions of state-funded student 
financial assistance programs (the Statement) has been prepared in accordance with the format as set forth in 
the Colorado Commission on Higher Education publication, Co/omdo Handbook for State-funded 

Student Assistance The purpose of the Statement is to m summary the state-funded 
student financial assistance activities of the University's four campuses for the fiscal year ended June 30, 1998. 

accounting is structured and admin.istered in accordance with the accounting 
promulgated the American Institute of Certified Public Accountant's lndustry audit 

Audits of Colleges and Uoiversities and the National Association of and University Business Officers 
(NACUBO) in their revised publication, Financial and Manual. The accounts related to the 
state-funded student financial assistance are included in the 

All state-funded student financial assistance is on a cash basis, for the Perkins Loan 
and the Colorado program. Perkins student loans are recorded as loans receivable when the funds are 
disbursed. Colorado Work-Study wages are recorded on the accrual basis recognizing expense wben the services 
are 

Because the Statement only a selected portion of the activities of the it is not intended to and 

does not present either the financial position or in fund balances of the University. 

2. Student Incentive Grants 

Student incentive grants consist of non-federal state funds and federal funds. The state must match 50 of 
the federal funds. The amount shown in the Statement is a combined total of non-federal and federal funds. 



707 Seventeenth Street 

Suite 2300 

Denver. CO 80202 

Independent Accountant~' Report on the Application of 
Agreed-Upon Procedures to the Records of the 

University of Colorado and to its Internal Control 
Related to the Intercolles:iate Athletics Pro2ram 

Members of the Legislative Audit Committee: 

We have performed the procedures enumerated below. which were agreed to by the managemeOl 
of the University of Colorado (the University) and the Office of the State Auditor, Srare of 
Colorado, solely to assist in evaluating (1) whether the Statement of Revenues and Expenditures of 
the Intercollegiate Athletics Deparunent of the University is in compliance with the National 
Collegiate Athletic Association (NCAA) Bylaw 6.2.3.1. for the year ended June 30. 1998 and (2) 
the effectiveness of the University [mercollegiate Athletics Department's internal control over 
financial reporting as of June 30, 1998. This agreed-upon procedures engagement was perfonned 
in accordance with standards established by the American Institute of Certitied Public Accountants. 
The sufficiency of these procedures is solely the responsibility of the specified users of this report. 
Consequently, we make no representation regarding the sufficiency of the procedures described 
below either for the purpose for which this report has been requested or for any other purpose. 

Procedures Related to the Statement of Revenues and Expenditures 

a. We obtruned the statement of revenues and expendirures for the year ended June 30, 1998. as 
prepared by management and shown in the accompanying statement herein. We recalculated 
the summations of amounts on chis statement, traced amounts on che statement to 
management's worksheets, reviewed for reasonableness the nature of reconciling adjustments 
to general ledger amounts on management's worksheets. and agreed general ledger amounts 
on management's worksheets to the University·.s general ledger. 

We noted no exceptions as a result of these procedures. 

b. We compared the total dollar amount of current restricted fund gifts revenues per the 
University's general ledger to the corresponding total dollar amount in the accompanying 
statement. We contlnned the related total amount of cash contributions received by the 
Uni versity's Intercollegiate Athletics Depanmenr during the year ended June 30, 1998 directly 
with the University of Colorado Foundation, Inc. (the Foundation). 

We found such amounts to be in agreement. 

65 

! 
I 
! I 
i 
I 

I 



--

] 

c . We obtained the reconciliation of football ticket sales between the general ledger and the 
PACIOLAN System, which is used to track ticket sales, for the year ended June 30, 1998, as 
prepared by the University's Intercollegiate Athletics Department staff. We compared the 
revenue on the reconciliation to the corresponding amount on the accompanying statement. 
We traced ten items on the reconciliation to the supporting ticket batch documentation. 

We found such amounts to be in agreement. 

d. We compared the dollar amount of Conference Distribution revenue in the accompanying 
statement to the corresponding sum of amounts per copies of the checks and related 
correspondence received by the University from the NCAA. 

We found such amounts to be in agreement. 

e. We performed a reasonableness test of student activity fees compared to student enrollments. 

We found such amounts to be reasonable . 

f. We compared current year revenue reported by the University's Intercollegiate Athletics 
Department with prior year revenue for the year ended June 30, 1998. We discussed variances 
with the Universiry ' s Intercollegiate Athletics Depanment staff. 

We noted no exceptions as a result of these procedures. 

g . We compared actual expenditures reported by the University's Intercollegiate Athletics 
Department with amounts budgeted for the year ended June 30, 1998. We discussed variances 
with the University's Intercollegiate Athletics Department staff. 

We noted no exceptions as a result of these procedures. 

Procedures Related to Internal Control over Financial Reporting 

a. We obtained the Athletics Department cash receipts worksheets for the year ended June 30, 
1998, as prepared by management. From these worksheets, we selected five daily total cash 
receipts and perfonned the following procedures: 

0) For all items, we traced the receipt to the University-prepared cash receipt form, the cash 
log records, and the daily validated deposit slip. 

(ii) The daily cash receipt was traced to the monthly summary report and the momhly 
summary report was traced to the general ledger. 

(ill) For four of the items (aU of which were applicable), we traced the cash receipt to the 
supporting documentation prepared by the external payor. 

liv) For lhree of the irems (all of which were applicable), we traced the cash receipt to the 
rec()rdeu receivable amount per Universiry records. 

( V) For three of the items (all of which were applicable), we traced the cash receipt to the 
cashier'~ report prepared by the ticket office of the University's Intercollegiate Athletics 
Department. noring that both the cashier and the supervisor had approved the report. We 
nmClJd the cashier's report to the batch report. We rraced the batch report to the 
P'ACIOLAN System, which is used to track ticket sales . We verified that the related daily 
\'aHdatcd deposit slip was within twenty-four hours of the transaction dare. 
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We found no exceptions as a result of these procedures. 

_ .. ,..,~ .... ~,~ to, not, perfonn an examination, objective of would the 
expression an opinion on the Statement Revenues and Expenditures of Intercollegiate 
Athletics Department of the University or the of the University's Intercollegiate 
Athletics Department internal control over reporting a<; of June 1998. we 

not such an opinion. Had we perfonned additional other matters might 
have come to our attention that would have been reported to you. 

report is intended solely for the use of the Legislative Audit the 
University management and the Office of the State Auditor. Colorado and should not used 
by those who have not agreed to the procedures and responsibility for the sufficiency of the 
procedures purposes. However, this report is a matter of public record its distribution 
is not 

October 16, 1998 
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UNIVERSITY OF COLORADO 

INTERCOLLEGlA TE ATHLETICS DEPARTMENT 
STATEMENT OF REVENUES AND EXPENDITURES 

YEAR ENDED JUNE 30. 199& 

Other Other 
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UNIVERSITY OF COLORADO 

INTERCOLLEGlA TE A ffiLETlCS DEPARTMENT 

STATEMENT OF REVENUES AND EXPENDITURES 

YEAR ENDED JUNE 30,1998 
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707 Seventeenth Street 

SUite 2300 

Denver, CO 80202 

Independent Accountants' Report on the Application of Agreed-Upon 
Procedures to Statements and Records of Outside 

Organizations' Expenditures for or on Behalf of the 
University of Colorado's Intercolle~iate Athletics Pr02ram 

Members of the Legislative Audit Committee: 

We have applied the procedures, enumerated below, which were agreed to by the management of 
the University of Colorado (the University), and the Office of [he State Auditor, [he State of 
Colorado, to the accounting records of the University and [he related booster organizations as 
reponed to us by the University of Colorado Foundation, Inc, (the Foundation), in connection 
with activities of the Intercollegiate Athletics Program of the University. This agreed-upon 
procedures engagement was perlonned in accordance with standards established by the American 
Institute of Certified Public Accountants, The sufficiency of these procedures is solely the 
responsibility of the specified users of this report. Consequently, we make no representation 
regarding the sufficiency of the procedures described below either for the purpose for which [his 
repon has been requested or for any other purpose. 

In determining the financial activities of these booster organizations, we relied upon infonnation 
supplied to us by the Foundation. We did not confirm directly with the officers of the booster 
organizations the financial activities of those organizations. Our procedures were as follows: 

a. We obtained a list of booster organizations and the related financial activities for the year ended 
June 30, 1998, from the Foundation. The following is a summary of the list obtained. 
Endowments, trusts, and other gifts have been summarized for this repon. 

Fund Fund 
Balance Gifts and D istri bu tio ns Balance 
July 1, Other to the Other June 30, 

Organization 1997 Additions University Deductions 1998 

Buff Club $ 1, 681. 200 2.346,447 (1,816,976) (1,832,200) 378,471 
Flatirons 457.201 754,953 (720,000) (11, 044) 481, 110 
Endowments 2,639,073 2,169,385 (40,268) - 4,768,190 
Trusts 756,306 62,654 - (67,637) 751,323 
Other 829.151 1,582,399 (240,297) (158,011) 2,013,242 

Total S 6.362,931 6,915,838 (2,817,541) 1(2.068,892) 8,392,336 
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b. We reconciled the total amount of distributions made to the University on behalf of 
3 intercollegiate athletics, as reported by the Foundation, to the amount of restricted gift revenues 
.~ reported by the University 's Intercollegiate Athletics Department as follows: 

-

.. 

-

Total Distributions to the University (see above) 
Gifts-in-kind 
Total Restricted Gifts per the Statement of Revenues and 

Expenditures of the University ' s Intercollegiate Athletics 
Depamnent 

$ 2,817.541 
(177,306) 

$ 2. 640.235 

c . We reviewed the audited fmancial statements of (he Foundation for me year ended 
June 30,1998, which had been examined by other auditors who expressed an unqualified 
opinion on those statements. 

We were not engaged to, and did not. perform an examination. the objective of which would be the 
expression of an opinion on any of the accounts or itemc; referred to above. Accordingly . we do 
not express such an opinion. Had we performed additional procedures . other matters might have 
come to our attention that would have been reponed to you. 

This report is intended solely for the use of the Legislative Audit Committee. the Board of Regents. 
University management and the Office of the State Auditor, State of Colorado, and should nol be 
used by those who have not agreed to the procedures and taken responsibility for the sufficiency of 
the procedures for their purposes. However, this report is a matter of public record and its 
distribution is not limited. 

October 16, 1998 
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Distribution 

Copies of this report have been distributed to: 

Audit Committee (1 

Colorado Commission of Higher Education 

of Regents, University of Colorado 

University of Colorado 

Joint Budget (3) 

Department of Treasury (2) 

of Personnel 
Support 
Director (2) 

State Controller (2) 

Honorable Roy 

of Budgeting (2) 

Depository Center, Colorado Library (4) 

Library (6) 

(pennanent copy) 

National Uv'~H'_~ of State 

Aurana 

Colorado State Library 

Copies of the report summary have been distributed to: 

Members of the National Program Evaluation 

Members of the Colorado Assembly 

Association Comptrollers, and 

Report Control Number: 1153 
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