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Federal Agency/Cluster/Program

City and County of Denver

Schedule of Expenditures of Federal Awards

Year Ended December 31, 2018

Department of Agriculture
Child and Adult Care Food Program
Child Nutrition Cluster
Summer Food Service Program for Children
Subtotal Child Nutrition Cluster

SNAP Cluster
State Administrative Matching Grants for the Supplemental Nutrition
Assistance Program
Subtotal SNAP Cluster
Total Department of Agriculture

Department of Commerce
Economic Development Cluster
Economic Adjustment Assistance
Subtotal Economic Development Cluster
Total Department of Commerce

Department of Housing and Urban Development
CDBG - Entitlement Cluster
Community Development Block Grants/Entitlement Grants
Subtotal CDBG - Entitlement Cluster

Emergency Solutions Grant Program

HOME Investment Partnerships Program
Housing Opportunities for Persons with AIDS
Continuum of Care Program

Hurricane Sandy Community Development Block Grant Disaster
Recovery Grants

Lead-Based Paint Hazard Control in Privately-Owned Housing
Total Department of Housing and Urban Development

Department of Interior
Historic Preservation Fund Grants-In-Aid
Total Department of Interior

Federal
Pass-through Pass-through Identifying CFDA Total Federal Passed Through
Entity Number If Applicable Number Expenditures to Subrecipients
Colorado Department of Public Health and Environment 13 FLA 50639 10.558 274,990 § -
Colorado Department of Education 16-78686 10.559 175,452 -
175,452 -
Colorado Department of Human Services None Provided 10.561 10,132,339 -
10,132,339 -
10,582,781 -
11.307 507,029 -
507,029 -
507,029 -
14.218 5,656,801 2,158,391
5,656,801 2,158,391
14.231 627,712 601,946
14.239 1,428,991 1,127,629
14.241 1,346,064 1,288,479
14.267 1,787,573 1,741,024
Colorado Division of Homeland Security and Emergency Management MG4145041097 14.269 881,767 -
881,767 -
14.900 163,666 139,194
11,892,574 7,056,663
Colorado Department of Natural Resources 16-TRLG-89117 15916 235,907 -
235,907 -

See accompanying notes to Schedule of Expenditures of Federal Awards




City and County of Denver
Schedule of Expenditures of Federal Awards (Continued)
Year Ended December 31, 2018

Federal
Pass-through Pass-through Identifying CFDA Total Federal Passed Through
Federal Agency/Cluster/Program Entity Number If Applicable Number Expenditures to Subrecipients
Department of Justice
Community-Based Violence Prevention Program 16.123 3,826 -
Services for Trafficking Victims Colorado Judicial Branch 2015-VT-BX-K049 16.320 2,877 -
Missing Children's Assistance Colorado Springs Police Department 2015-MC-FX-K030 16.543 4,275 -
Youth Gang Prevention 16.544 37,740 -
National Institute of Justice Research, Evaluation, and Development
Project Grants 16.560 129,672 -
National Institute of Justice Research, Evaluation, and Development
Project Grants University of Denver 2013-MU-CX-0032 16.560 3,250 -
Subtotal CFDA 16.560 132,922 -
2015-VA-16-013774-02 2015-VA-
16-013801-02 2015-VX-15-009546.
Crime Victim Assistance Colorado Division of Criminal Justice 022015-VA-013787-02 16.575 620,450 -
Crime Victim Compensation Colorado Division of Criminal Justice 14-VC-2, 16-VC-2 16.576 821,500 -
2015-VW-16-013758-02 2017-WF-
Violence Against Women Formula Grant Colorado Division of Criminal Justice AX-0038 16.588 369,509 -
Grants to Encourage Arrest Policies and Enforcement of Protection
Orders Program Colorado Division of Criminal Justice 2015-WE-AX-0034 16.590 220,309 -
Project Safe Neighborhoods 16.609 144,925 54,597
Public Safety Partnership and Community Policing Grants 16.710 9,094 -
Edward Byrne Memorial Justice Assistance Grant Program 16.738 171,590 -
2015-DJ-17-03-37-4
Colorado Department of Public Safety 2016-DJ-17-03-38-1
Edward Byrne Memorial Justice Assistance Grant Program Division of Criminal Justice 2016-DJ-17-04-7-1 16.738 97,144 -
Subtotal CFDA 16.738 268,734 -
DNA Backlog Reduction Program 16.741 178,620 -
Paul Coverdell Forensic Sciences Improvement Grant Program 16.742 143,409 -
2016-DN-16-010683
Paul Coverdell Forensic Sciences Improvement Grant Program Colorado Division of Criminal Justice 2017-DN-17-2 16.742 38,396 -
Subtotal CFDA 16.742 181,805 -
Innovations in Community-Based Crime Reduction 16.817 351,740 82,495
Justice Reinvestment Initiative 16.827 94,773 63,928
Body Worn Camera Policy and Implementation 16.835 79,321 -
Equitable Sharing Program 16.922 275,025 -
Total Department of Justice 3,797,445 201,020
See accompanying notes to Schedule of Expenditures of Federal Awards 2



City and County of Denver

Schedule of Expenditures of Federal Awards (Continued)
Year Ended December 31, 2018

Federal
Pass-through Pass-through Identifying CFDA Total Federal Passed Through
Federal Agency/Cluster/Program Entity Number If Applicable Number Expenditures to Subrecipients
Department of Labor

Unemployment Insurance Colorado Department of Labor and Employment AGR#89945, AGR#105080 17.225 23,788 12,544

Employment Service Cluster

AGR#89945, AGR#54595,
Employment Service/Wagner-Peyser Funded Activities Colorado Department of Labor and Employment AGR#105080 17.207 1,578,284 12,577
Disabled Veterans' Outreach Program (DVOP) Colorado Department of Labor and Employment AGR#105080 17.801 17,686 -
Local Veterans' Employment Representative Program Colorado Department of Labor and Employment AGR#105080 17.804 5,895 -
Subtotal Employment Services Cluster 1,601,865 12,577
WIA Cluster
WIA/WIOA Adult Program Colorado Department of Labor and Employment AGR#89945, AGR#105080 17.258 1,645,476 1,372,988
WIA/WIOA Youth Activities Colorado Department of Labor and Employment AGR#89945, AGR#105080 17.259 1,133,929 292,703
AGR#89945, AGR#54595,
WIA/WIOA Dislocated Worker Formula Grants Colorado Department of Labor & Employment AGR#105080 17.278 735,166 583,450
Subtotal WIA Cluster 3,514,571 2,249,141
Senior Community Service Employment Program Colorado Department of Human Services 19 THJA 109342 17.235 37,088 -
Trade Adjustment Assistance Colorado Department of Labor & Employment AGR#89945 17.245 51,227 -
H-1B Job Training Grants 17.268 1,636,933 800,506
Apprenticeship USA Grants Colorado Department of Labor & Employment AGR#89945, AGR#105080 17.285 17,222 -
Total Department of Labor 6,882,694 3,074,768
See accompanying notes to Schedule of Expenditures of Federal Awards 3




City and County of Denver

Schedule of Expenditures of Federal Awards (Continued)

Year Ended December 31, 2018

Federal Agency/Cluster/Program

Pass-through
Entity

Pass-through Identifying
Number If Applicable

Federal
CFDA Total Federal
Number Expenditures

Passed Through
to Subrecipients

Department of Transportation
Airport Improvement Program

Highway Research and Development Program
Highway Planning and Construction Cluster

Highway Planning and Construction
Subtotal Highway Planning and Construction Cluster

Federal Transit Cluster
Federal Transit Capital Investment Grants

Subtotal Federal Transit Cluster

Highway Safety Cluster

State And Community Highway Safety

National Priority Safety Programs
Subtotal Highway Safety Cluster

Alternatives Analysis
Total Department of Transportation

Colorado Department of Transportation
Regional Transportation District
Regional Air Quality Control
DRCOG

Regional Transportation District

Colorado Department of Transportation

Colorado Department of Transportation

Regional Transportation District

See accompanying notes to Schedule of Expenditures of Federal Awards

471000918
491001217
AQC M320-076 (18535)
STU C010-108 (18529)
M320-085 (19634)
SHE M320-088 (19979)
NHPP 2873-12 (19957)
SHE030A-031 (20057)
AQC M320-090 (20235)
ACQ M320-091 (20300)
STU M320-101 (21120)
STU M320-098 (21118)
AQC M320-105 (21124)
ITS M320-104 (21226)

AQC M320-103 (21127) SHE C010-

112 (19726) STU M320-099
(21117) TAP M320-100 (21121)
AQC M320-108 (21740) TAP
M320-109 (21951) SHE M320-114
(22216) SHE M320-115 (22217)

BRO M320-093 (20556) STE C010-

109 (18566) ITS C010-084 (16587)
TAP M320-102 (21119)

CO-2017-007

PO411014675 PO411014773
PO411014774 PO411017465
PO411017426 PO411017300
411017437 411017436
P0431004600 PO411016561
PO471001183 PO411012725

None Provided

20.106 16,998,898

20.200 165,143

20.205 6,582,068

6,582,068

20.500 261,804

261,804

20.600 217,798

20.616 253,960

471,758

20.522 15,165

24,494,836




City and County of Denver

Schedule of Expenditures of Federal Awards (Continued)

Year Ended December 31, 2018

Federal
Pass-through Pass-through Identifying CFDA Total Federal Passed Through
Federal Agency/Cluster/Program Entity Number If Applicabl Number Expenditures to Subr i
Department of the Treasury
Equitable Sharing Program 21.016 291,676 -
Total Department of the Treasury 291,676 -
National Foundation of the Arts and the Humanities
National Leadership Grants 45.312 (165) -
Total National Foundation of the Arts and the Humanities (165) -
Veterans Health Administration, Department Of Veterans Affairs
VA Homeless Providers Grant And Per Diem Program 64.024 82,353 82,353
Total Veterans Health Administration, Department Of Veterans Affairs 82,353 82,353
Environmental Protection Agency
Surveys, Studies, Research, Investigations, Demonstrations, and
Special Purpose Activities Relating to the Clean Air Act 66.034 207,532 -
Brownfields Assessment And Cleanup Cooperative Agreements 66.818 46,803 -
Total Environmental Protection Agency 254,335 -
Office Of Energy Efficiency And Renewable Energy, Department Of Energy
Conservation Research and Development Seattle Dept of Transportation EE0008261 81.086 567 -
ARRA - Energy Efficiency and Conservation Block Grant Program (EECBG) 81.128 15,000 -
Energy Efficiency and Conservation Block Grant Program (EECBG) Boulder County & Governor's Energy Office DE-EE0003554 81.128 221,957 -
Subtotal CFDA 81.128 236,957 -
Total Office Of Energy Efficiency and Renewable Energy, Department of Energy 237,524 -
Department of Health and Human Services
Public Health Emergency Preparedness Colorado Department of Public Health and Environment 19 FHJA 110818 93.069 33,549 23,597
Hospital Preparedness Program (HPP) and Public Health Emergency
Preparedness (PHEP) Aligned Cooperative Agreements Colorado Department of Public Health and Environment FAA201902732 93.074 227,705 65,482
Guardianship Assistance Colorado Department of Human Services None Provided 93.090 94,026 -
Affordable Care Act (ACA) Personal Responsibility Education Program Colorado Department of Human Services None Provided 93.092 108,926 -
Injury Prevention and Control Research
and State and Community Based Programs Colorado Department of Public Health and Environment None Provided 93.136 5,460 -
Substance Abuse and Mental Health Services Projects of
Regional and National Significance 93.243 29,876 -
Substance Abuse and Mental Health Services Projects of
Regional and National Significance Colorado Judicial Branch, SAMSA/CSU 1H79T1025036, None Provided 93.243 41,840 -
Subtotal 93.243 71,716 -
Promoting Safe and Stable Families Colorado Department of Human Services None Provided 93.556 412,814 -
See accompanying notes to Schedule of Expenditures of Federal Awards 5




City and County of Denver

Schedule of Expenditures of Federal Awards (Continued)

Year Ended December 31, 2018

Federal
Pass-through Pass-through Identifying CFDA Total Federal Passed Through
Federal Agency/Cluster/Program Entity Number If Applicable Number Expenditures to Subrecipients
Department of Health and Human Services (continued)
TANF Cluster
Temporary Assistance for Needy Families Colorado Department of Human Services None Provided 93.558 21,650,870 -
Subtotal TANF Cluster 21,650,870 -
Child Support Enforcement Colorado Department of Human Services None Provided 93.563 9,050,225 -
Child Support Enforcement Research Colorado Department of Human Services None Provided 93.564 7.292 -
MOU 10/18/17
Refugee and Entrant Assistance-State Administered Programs Lutheran Family Services, Colorado Department of Human Services 18 THGA 109600 93.566 219,858 -
Low-Income Home Energy Assistance Colorado Department of Human Services None Provided 93.568 36,289 -
Community Services Block Grant Colorado Department of Local Affairs L18CSBG13 93.569 757,935 602,778
CCDF Cluster
Child Care and Development Block Grant Colorado Department of Human Services None Provided 93.575 5,782,007 -
Child Care Mandatory and Matching Funds of The Child Care
and Development Fund Colorado Department of Human Services None Provided 93.596 6,472,091 -
Subtotal CCDF Cluster 12,254,098 -
Head Start 93.600 9,558,856 7,551,683
Adoption and Legal Guardianship Incentive Payments Colorado Department of Human Services None Provided 93.603 1,086 -
Stephanie Tubbs Jones Child Welfare Services Program Colorado Department of Human Services None Provided 93.645 529,940 -
Foster Care-Title IV-E Colorado Department of Human Services None Provided 93.658 11,309,442 -
Adoption Assistance Colorado Department of Human Services None Provided 93.659 3,390,789 -
Social Services Block Grant Colorado Department of Human Services None Provided 93.667 3,361,709 -
Child Abuse and Neglect Discretionary Activities Colorado Department of Human Services None Provided 93.670 85,968 -
Chafee Foster Care Independence Program Colorado Department of Human Services None Provided 93.674 191,854 -
Child Lead Poisoning Prevention Surveillance financed in part by
Prevention and Public Health (PPHF) Program Colorado Department of Public Health and Environment 17 FHHA 93317 93.753 14,851 -
Medicaid Cluster
Medical Assistance Program Colorado Department of Human Services None Provided 93.778 12,484,830 -
Subtotal Medicaid Cluster 12,484,330 -
HIV Emergency Relief Project Grants 93.914 7,075,664 4,835,069
Block Grants for Prevention and Treatment of Substance Abuse Colorado Department of Human Services Office of Behavioral Health 18 THJA 97881 93.959 75,636 72,647
Total Department of Health and Human Services 93,011,388 13,151,256

See accompanying notes to Schedule of Expenditures of Federal Awards




Federal Agency/Cluster/Program

City and County of Denver
Schedule of Expenditures of Federal Awards (Continued)
Year Ended December 31, 2018

Executive Office of the President
High Intensity Drug Trafficking Areas Program
Total Executive Office of the President

Department of Homeland Security

Hazard Mitigation Grant

Emergency Management Performance Grants

Homeland Security Grant Program
Financial Assistance for Countering Violent Extremism
Total Department of Homeland Security

Total Federal Expenditures

Federal
Pass-through Pass-through Identifying CFDA Total Federal Passed Through
Entity Number If Applicable Number Expenditures to Subrecipients
95.001 738,170 -
738,170 -
Colorado Department of Public Safety
Colorado Division of Homeland Security and Emergency Management MG4145075098 MG4145041097 97.039 1,863,245 -
14 EM-15-17
15 EM-16-17
16 EM -17-17
17EM-18-17
Colorado Division of Homeland Security and Emergency Management 18EM-19-16 97.042 445,030 -
15UASI16DEN
16UASI17DEN
Colorado Division of Homeland Security and Emergency Management 17UASI18DEN 97.067 2,188,823 -
97.132 223,775 66.407
4,720,873 66,407

See accompanying notes to Schedule of Expenditures of Federal Awards

$ 157,729,420

$ 23,632,467
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City and County of Denver
Notes to Schedule of Expenditures of Federal Awards
Year Ended December 31, 2018

General

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal
award activity of the primary government of the City and County of Denver (the City). The City’s
reporting entity is defined in Note 1 in the City’s basic financial statements for the year ended
December 31, 2018.

The information in this Schedule is presented in accordance with the requirements of Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents only
a selected portion of the operations of the City, it is not intended to and does not present the
financial position, changes in net assets, or cash flows of the City. The Schedule includes federally
funded projects received directly from federal agencies and the federal amount of pass-through
awards received by the City through the State of Colorado or other non-federal entities.

The City’s basic financial statements include the operations of the Denver Urban Renewal
Authority (DURA), a discretely presented component unit, which received $1,303,073, in federal
awards which is not included in the City’s schedule of expenditures of federal awards for the year
ended December 31, 2018.

Basis of Accounting

The City’s summary of significant accounting policies is presented in Note 1 in the City’s basic
financial statements. Governmental funds and proprietary funds account for the City’s federal grant
activity. Amounts reported in the Schedule are recognized on the modified accrual basis when they
become a demand on current available federal resources and eligibility requirements are met, or on
the accrual basis at the time liabilities are incurred and all eligibility requirements are met,
depending on the basis of accounting used by the respective fund except for the following
programs, which are reported in the schedule of expenditures of federal awards on the cash basis:

SNAP Cluster 10.561
Guardianship Assistance 93.090
Affordable Care Act (ACA) Personal Responsibility Education Program 93.092
Promoting Safe and Stable Families 93.556
Temporary Assistance for Needy Families Cluster 93.558
Child Support Enforcement 93.563
Child Support Enforcement Research 93.564
Low-Income Home Energy Assistance 93.568
CCDF Cluster 93.575, 93.596
Adoption and Legal Guardianship Incentive Payments 93.603
Stephanie Tubbs Jones Child Welfare Services Program 93.645
Foster Care Title IV-E 93.658
Adoption Assistance 93.659
Social Services Block Grant 93.667
Child Abuse and Neglect Discretionary Activities 93.670
Chafee Foster Care Independence Program 93.674
Medicaid Cluster 93.778
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City and County of Denver
Notes to Schedule of Expenditures of Federal Awards (continued)
Year Ended December 31, 2018

Such expenditures are recognized following, as applicable, the cost principles in OMB A-87 or the
cost principles contained in Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards,
wherein certain types of expenditures are not allowable or are limited as to reimbursement.
Negative amounts shown on the Schedule, if any, represent adjustments or credits made in the
normal course of business to amounts reported as expenditures in prior years. Therefore, some
amounts presented in the Schedule may differ from amounts presented in, or used in the preparation
of, the basic financial statements or reports to federal agencies.

Human Service Programs

The City’s Department of Human Services operates several federally funded human services
programs where benefits are provided to qualified citizens. The benefit distribution method
consists of participants receiving benefits using a state-maintained electronic banking card (EBT)
instead of the City’s cash disbursements. The Colorado Department of Human Services provided
total EBT authorizations to qualified citizens in the City, in the amount of $90,576,745, of which
$36,835,379 is the federal share. The revenue and expenditures associated with these federal
programs are not recognized in the City’s basic financial statements.

State Information Technology System

In 2004, the State of Colorado (the State) implemented the new Colorado Benefits Management
System (CBMS), which consolidated legacy systems into one system and also incorporated a rules
engine for determining eligibility and calculating and issuing benefits payments. As a result, the
counties and the State split eligibility determination functions for certain federal Human Services’
programs under CBMS. Counties are responsible for data collection from applicants and data entry
of applicable information into CBMS. Concurrently, the State maintains the computer system
supporting the eligibility determination process and pays benefits to the participants. The actual
eligibility and payment determinations become the State’s responsibility utilizing CBMS.



City and County of Denver
Notes to Schedule of Expenditures of Federal Awards (continued)
Year Ended December 31, 2018

(5) Revolving Loan Funds — Not Subject to Compliance

The City has certain revolving loan funds, which were originally financed with federal financial
assistance through the programs listed below. However, these programs either are not part of a
federal loan or loan guarantee program or have no continuing compliance requirements other than
continued loan payments, therefore, the outstanding loan balances have not been included in the
accompanying schedule of expenditures of federal awards and major program determination:

Neighborhood Development Loans:
14.218 - Community Development Block Grants/Entitlement Grants $ 13,260,813

Total Neighborhood Development Loans 13,260,813

Economic Development Loans:

14. - Unknown 2,266,469
14.218 - Community Development Block Grants/Entitlement Grants 11,827,864
14.253 - Community Development Block Grants ARRA
Entitlement Grants (CDBG-R) 289,342
Total Economic Development Loans 14,383,675

Section 108 Loans:
14.248 - Community Development Block Grants Section 108 Loan Guarantees 7,558,181

Total Section 108 Loans 7,558,181

Housing Development Loans:

14. - Unknown 44,290,098
14.218 - Community Development Block Grants/Entitlement Grants 10,493,978
14.239 - HOME Investment Partnerships Program 48,835,589
14.241 - Housing Opportunities for Persons with AIDS 1,576,683
14.256 - ARRA - Neighborhood Stabilization Program 13,315,084

Total Housing Development Loans 118,511,432

Total Office of Economic Development Loans 153,714,101

Less Allowances:

Delinquent Loans (13,356,839)
Forgivable Loans (84,420,680)
Note Receivable, Net $ 55,936,582

10
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City and County of Denver
Notes to Schedule of Expenditures of Federal Awards (continued)
Year Ended December 31, 2018

Revolving Loan Funds — Subject to Further Compliance

The City has certain revolving loan funds, which were originally financed with federal financial
assistance through the Community Development Block Grant Section 108 Loan Guarantees
program (CFDA 14.248) which are subject to continuing compliance requirements until project
completion and acceptance. There were no outstanding balances subject to continuing compliance
at December 31, 2018. There were no new loans during 2018; therefore nothing has been included
in the accompanying schedule of expenditures of federal awards. The City also has certain
revolving loan funds, which were originally financed from the Department of Commerce, under
CFDA 11.307, Economic Development Administration which are subject to continuing compliance
requirements and included in the schedule of expenditures of federal awards. The outstanding loan
balance at December 31, 2018 was $102,187 and the cash and investment balance in the loan
revolving fund was $404,842. There were expenditures of $4,267 in 2018 for administrative costs.
There were no loan write-offs in 2018. There are no City match requirements.

Indirect Costs

The City has elected to use the 10 percent de minimis indirect cost rate allowed under the Uniform
Guidance, except for the following CFDAs (14.218, 14.231, 14.267, 16.738, 17.801, 17.207,
17.258, 17.259, 17.268, 20.200, 17.278, 81.128, 93.092, 93.243, 93.556, 93.670, 93.914) which
elected to use a rate agreed on through the grant agreement or interagency agreement.

11
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CPAs & Advisors 303.861.4545 | Fax 303.832.5705 | bkd.com

Independent Auditor’s Report on Internal Control Over Financial
Reporting and on Compliance and Other Matters Based on an
Audit of Financial Statements Performed in Accordance with

Government Auditing Standards

Audit Committee
City and County of Denver
Denver, Colorado

We have audited the financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of City and County of Denver (the City) as of and for the year ended December 31, 2018, and
the related notes to the financial statements, which collectively comprise the City’s basic financial
statements and have issued our report thereon dated June 18, 2019. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Our report includes a reference to other auditors who audited the financial
statements of Downtown Denver Business Improvement District, Cherry Creek North Business
Improvement District No. 1, Denver Preschool Program, Inc., Denver Convention Center Hotel
Authority, RiNo BID, National Western Center Authority, and the Colfax Business Improvement District
presented as discretely presented component units, the Denver 14th Street General Improvement District,
Gateway Village General Improvement District, or RiNo GID, which are included as blended component
units, and the Denver Employee Retirement Plan, a fiduciary component unit and the Deferred
Compensation Plan, a fiduciary fund of the City. We also did not audit the financial statements of the
Wastewater Management Enterprise Fund, which is included in the business-type activities and as a major
enterprise fund. This report does not include the results of the other auditors’ testing of internal control
over financial reporting or compliance and other matters that are reported on separately by those auditors.
The financial statements of Downtown Denver Business Improvement District, Cherry Creek North
Business Improvement District No. 1, Denver Preschool Program, Inc., Denver Convention Center Hotel
Authority, RiNo BID, National Western Center Authority, and the Colfax Business Improvement District,
component units included in the financial statements of the aggregate discretely presented component
units, were not audited in accordance with Government Auditing Standards, and accordingly, this report
does not include reporting on internal control over financial reporting or instances of reportable
noncompliance associated with Downtown Denver Business Improvement District, Cherry Creek North
Business Improvement District No. 1, Denver Preschool Program, Inc., Denver Convention Center Hotel
Authority, RiNo BID, National Western Center Authority, and the Colfax Business Improvement District.
Additionally, the financial statements of the Denver 14th Street General Improvement District, Gateway
Village General Improvement District, or RiNo GID, which are included as blended component units,
were not audited in accordance with Government Auditing Standards, and accordingly, this report does
not include reporting on internal control over financial reporting or instances of reportable noncompliance
associated with the Denver 14th Street General Improvement District, Gateway Village General
Improvement District, or RiNo GID.

DPRAXITY

Empowering Business Globally



Audit Committee
City and County of Denver

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City’s internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the City’s internal control. Our consideration of internal
control was for the limited purpose described in the preceding paragraph and was not designed to identify
all deficiencies in internal control that might be material weaknesses or significant deficiencies, and
therefore, material weaknesses or significant deficiencies may exist that have not been identified.
However, as described in the accompanying schedule of findings and questioned costs, we identified
certain deficiencies in internal control that we consider to be material weaknesses and significant
deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected, on a
timely basis. We consider the deficiencies described in the accompanying schedule of findings and
questioned costs as items 2018-001 and 2018-002 to be material weaknesses.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance. We consider the deficiencies described in the accompanying schedule of findings and
questioned costs as items 2018-003 and 2018-004 to be significant deficiencies.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

City’s Response to Findings
The City’s response to the findings identified in our audit are described in the accompanying schedule of

findings and questioned costs. The City’s response was not subjected to the auditing procedures applied
in the audit of the financial statements, and accordingly, we express no opinion on it.

13



Audit Committee
City and County of Denver

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the result of that testing, and not to provide an opinion on the effectiveness of the City’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

BED Lwp

Denver, Colorado
June 18, 2019

14
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CPAs & Advisors 303.861.4545 | Fax 303.832.5705 | bkd.com

Independent Auditor’s Report on Compliance for Each Major
Federal Program; Report on Internal Control over Compliance;
and Report Schedule of Expenditures of Federal Awards
Required by the Uniform Guidance

Audit Committee
City and County of Denver
Denver, Colorado

Report on Compliance for Each Major Federal Program

We have audited the City and County of Denver’s (the City) compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material effect
on each of the City’s major federal programs for the year ended December 31, 2018. The City’s major
federal programs are identified in the summary of auditor’s results section of the accompanying schedule
of findings and questioned costs.

The City’s basic financial statements include the operations of the Denver Urban Renewal Authority
(DURA), a discretely presented component unit, which received $1,303,073 in federal awards which are
not included in the schedule during the year ended December 31, 2018. Our audit below did not include
the operations of DURA because DURA obtained a separate audit in accordance with the Uniform
Guidance.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations and the terms and conditions
of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the City’s major federal programs
based on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance require that we plan
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about the City’s compliance
with those requirements and performing such other procedures as we considered necessary in the
circumstances.

DPRAXITY

Empowering Business Globally



Audit Committee
City and County of Denver

We believe that our audit provides a reasonable basis for our qualified and unmodified opinions on
compliance for major federal programs. However, our audit does not provide a legal determination of the
City’s compliance.

Basis for Qualified Opinion on TANF Cluster

As described in the accompanying schedule of findings and questioned costs, the City did not comply
with requirements regarding eligibility, reporting, and special tests and provisions — sanctions for its
TANF Cluster program as described in finding 2018-005. Compliance with such requirements is
necessary, in our opinion, for the City to comply with the requirements applicable to this program.

Qualified Opinions on TANF Cluster

In our opinion, except for the noncompliance described in the Basis for Qualified Opinion paragraph, the
City complied, in all material respects, with the types of compliance requirements referred to above that
could have a direct and material effect on the TANF Cluster for the year ended December 31, 2018.

Unmodified Opinion on Each of the Other Major Federal Programs

In our opinion, the City complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on each of its other major federal programs
identified in the summary of auditor’s results section of the accompanying schedule of findings and
questioned costs for the year ended December 31, 2018.

Other Matters

The results of our auditing procedures disclosed other instances of noncompliance, which are required to
be reported in accordance with the Uniform Guidance and which are described in the accompanying
schedule of findings and questioned costs as items 2018-006 and 2018-007. Our opinion on each major
federal program is not modified with respect to these matters.

The City’s response to the noncompliance findings identified in our audit are described in the
accompanying schedule of findings and questioned costs and/or corrective action plan. The City’s
response was not subjected to the auditing procedures applied in the audit of compliance, and
accordingly, we express no opinion on the response.

Report on Internal Control Over Compliance

Management of the City is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered the City’s internal control over compliance with the types of
requirements that could have a direct and material effect on each major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing our opinion on
compliance for each major federal program and to test and report on internal control over compliance in
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the City’s internal control over compliance.
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Audit Committee
City and County of Denver

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over compliance
that might be material weaknesses or significant deficiencies, and therefore, material weaknesses or
significant deficiencies may exist that have not been identified. However, as discussed below, we
identified certain deficiencies in internal control over compliance that we consider to be material
weaknesses and significant deficiencies.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. We consider the deficiencies
in internal control over compliance described in the accompanying schedule of findings and questioned
costs as item 2018-005 to be material weaknesses.

A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet important
enough to merit attention by those charged with governance. We consider the deficiency in internal
control over compliance described in the accompanying schedule of findings and questioned costs as item
2018-006 to be a significant deficiency.

The City’s response to the internal control over compliance findings identified in our audit are described
in the accompanying schedule of findings and questioned costs and/or corrective action plan. The City’s
response was not subjected to the auditing procedures applied in the audit of compliance, and
accordingly, we express no opinion on the response.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Report on Schedule of Expenditures of Federal Awards Required by the Uniform
Guidance

We have audited the financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund and the aggregate remaining fund
information of the City as of and for the year ended December 31, 2018, and the related notes to the
financial statements, which collectively comprise the City’s basic financial statements. We issued our
report thereon dated June 18, 2019, which contained an unmodified opinion on those financial statements.
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the basic financial statements. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by the Uniform Guidance and is not a required
part of the basic financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. The information has been subjected to the auditing procedures applied in the audit
of the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
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Audit Committee
City and County of Denver

statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the schedule
of expenditures of federal awards is fairly stated in all material respects in relation to the basic financial
statements as a whole.

BED Lwp

Denver, Colorado
July 22,2019
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City and County of Denver
Schedule of Findings and Questioned Costs
Year Ended December 31, 2018

Section | - Summary of Auditor’s Results

Financial Statements

1. The type of report the auditor issued on whether the financial statements audited were prepared in
accordance with accounting principles generally accepted in the United States of America (GAAP) was:

|Z Unmodified |:| Qualified |:| Adverse |:| Disclaimer

2. The independent auditor’s report on internal control over financial reporting disclosed:

Significant deficiency(ies) identified? X Yes [_] None reported
Material weakness(es) identified? X Yes [ ] No
3. Noncompliance considered material to the financial statements []Yes X No

was disclosed by the audit?

Federal Awards
4. The independent auditor’s report on internal control over compliance for major federal awards programs
disclosed:
Significant deficiency(ies) identified? X Yes [_] None reported
Material weakness(es) identified? X Yes [ 1 No

5. The opinion expressed in the independent auditor’s report on compliance for major
federal award program was:

Xl Unmodified = Qualified [ ] Adverse [] Disclaimer

Unmodified for all major programs except for TANF Cluster which is qualified.

6.  The audit disclosed findings required to be reported by
2 CFR 200.516(a)? X Yes [ ] No
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City and County of Denver
Schedule of Findings and Questioned Costs (continued)
Year Ended December 31, 2018

7. Identification of major programs:

CFDA Number Name of Federal Program or Cluster

93.659 Adoption Assistance
20.106 Airport Improvement Program

93.575/93596 Child Care and Development Block Grant

14.218/14.225 Community Development Block Grants/Entitlement Grants
97.039 Hazardous Mitigation Grant (HMGP)
93.914 HIV Emergency Relief Project Grants
93.558 Temporary Assistance for Needy Families (TANF)

17.258/17.259/17.278 WIA/WIOA Adult/Youth/Dislocated Worker

93.778 Medical Assistance Program

8.  The threshold used to distinguish between Type A and Type B programs was $3,000,000.

9. The City qualified as a low-risk auditee? [] Yes X No
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City and County of Denver
Schedule of Findings and Questioned Costs (continued)
Year Ended December 31, 2018

Section Il — Findings Required to be Reported by Government Auditing Standards

Reference
Number Finding

2018-001 Finding: Capital Assets

Criteria or Specific Requirement: Accounting principles generally accepted in the United States of America (US GAAP) that address the proper
recognition and accounting of capital assets include:

» Governmental Accounting Standards Board (GASB) Statement No. 34, Basic Financial Statements — and Management’s Discussion and
Analysis — for State and Local Governments (GASB 34)

» Governmental Accounting Standards Board (GASB) Statement No. 37, Basic Financial Statements — and Management’s Discussion and
Analysis — for State and Local Governments: Omnibus — an amendment of GASB Statements No. 21 and No. 34 (GASB 37)

» Governmental Accounting Standards Board (GASB) Statement No. 51, Accounting and Financial Reporting for Intangible Assets (GASB 51)
* Various implementation guidance issued by GASB

Condition: Several issues were noted relating to capital assets including:
* Donated land received in 2017 as part of the National Western Center project was not recorded until 2018. An audit adjustment for $13.1
million was proposed and the City elected to pass on recording.

* Donated artwork received in prior years was recorded by the City in 2018, however, it was subsequently determined that the artwork met the
definition of a collection under GASB 34 and thus should not have been capitalized. An audit adjustment for $16.5 million was proposed and
recorded by the City.

* The City's Department of Public Works incorrectly expensed project costs relating to the Central Denver Recreation Center relating to 2017
and 2018. An audit adjustment for $13.5 million was proposed and recorded by the City.

* The City's Arts and Venues Department failed to place a project related to Red Rocks into service timely. An audit adjustment for $4.8
million was proposed and recorded by the City.

* During Construction-In-Progress testing, we noted $975,000 was improperly accrued to the wrong year. An audit adjustment was proposed
and the City elected to pass on recording.

+ Additions and disposals of capital assets were not recorded in the correct year. An audit adjustment was proposed for $2.6 million of
additions and $1.8 million of disposals and the City elected to pass on recording.

* The City did not adjust the value of land related to eminent domain cases after they were settled by the City. An audit adjustment was
proposed for $1.6 million and the City elected to pass on recording.

Effect: The conditions noted above resulted in $34.8 million of gross adjustments to capital asset balances which management elected to record
and $20.1 million of gross adjustments which management elected not to record.

Cause: Established internal controls were not effective in preventing or detecting and correcting clerical errors in the recording and recognition of
capital assets in a timely manner. In addition, the City did not have an accurate Construction-In-Progress report until April 2019 and as such, the
City was not able to perform a detailed review of these projects.

Recommendation: We recommend that the City reconcile the capital asset data within WorkDay on a quarterly basis and follow up on any
projects with negative additions or no activity for the period. Training should also continue for Controller Office staff with responsibility over
capital assets to ensure successful cross-training of functions and understanding of the WorkDay system.

Views of Responsible Officials: The City agrees with the finding. See separate report for planned corrective actions.
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Reference
Number

City and County of Denver
Schedule of Findings and Questioned Costs (continued)
Year Ended December 31, 2018

Finding

2018-002

Finding: Accounting for Grants

Criteria or Specific Requirement: Management is responsible for establishing and maintaining effective internal controls over financial
reporting. Effective internal controls are an important component of a system that helps ensure transactions are recorded timely and in the proper
reporting period, thereby providing accurate financial data. Specifically, the City should have controls in place to ensure the City's grants are
properly recorded, and payments received from grantors are either properly applied to outstanding receivables or recorded as unearned revenue.

Condition: (a) During the 2018 audit of grants receivable, we observed the following related to grants administered by the City's Public Works
Department.
* The City uses the grant module within WorkDay for accounting and tracking purposes, however, the City's Public Works Department tracks
grants outside of the grant module. In addition, several transactions were posted without the appropriate grant tag included, causing a variance
to occur between the grant rollforward and the trial balance ending balances. This required significant effort on the part of management and
BKD to determine what was causing the variances and the net effect on the financial statements.

* The City's Public Works Department was asked to reconcile and correct the grant module prior to audit procedures being performed. During

our audit procedures, it was noted the reconciling adjusting entries created additional errors. Out of the 12 grants reviewed, 10 had errors which
resulted in an audit adjustment for $4.2 million which was proposed and recorded by the City.

(b) During the 2018 audit of grants receivable, we observed the following related to grants administered by Departments other than Public Works.

» Within the grant module of WorkDay, revenues are automatically recorded when an expenditure is coded to the grant. In a number of
instances, when payments were received, the reimbursement was incorrectly recorded using an AdHoc bank transaction, which also
automatically records revenue. During testing, we noted instances in which revenues appear to be duplicated. An audit adjustment of $1.3
million was proposed and the City elected to pass on recording.

* Through detailed testing over a sample of grants within the grants module, it was determined that grant receivables was overstated by $2.2
million. An audit adjustment was proposed and the City elected to pass on recording.

Effect: The conditions noted above resulted in $4.2 million of gross adjustments which management elected to record and $3.5 million of gross
adjustments which management elected to pass on.
Cause: (a) The City's Public Works Department does not have adequate internal controls over recording and tracking grant transactions.

(b) A lack of understanding of the WorkDay grant module and the use of AdHoc bank transactions system.

Recommendation: (a) We recommend that the Public Works Department perform a detailed review of all open grants from inception to date to
determine the proper ending balance. In addition, we recommend that internal controls, including policies and procedures be reviewed and
developed to help ensure compliance over grant accounting and compliance.

(b) We recommend that all employees within the various departments receive training over the WorkDay grant module. In addition, we recommend
that a reconciliation between the grant module and trial balance be performed on a quarterly basis.

Views of Responsible Officials: The City agrees with the finding. See separate report for planned corrective actions.

22



Reference
Number

City and County of Denver
Schedule of Findings and Questioned Costs (continued)
Year Ended December 31, 2018

Finding

2018-003

Finding: Special Revenue Fund Reporting

Criteria or Specific Requirement: Accounting principles generally accepted in the United States of America (US GAAP) that address the proper
reporting and treatment of special revenue funds are addressed in GASB 54, Fund Balance Reporting and Governmental Fund Type Definitions
(GASB 54). GASB 54 paragraphs 29 to 32 specifically address special revenue funds and define them as funds that are used to account for and
report the proceeds of specific revenue sources that are restricted or committed to expenditure for specified purposes other than debt service or
capital projects.

Condition: On an annual basis, City Council approves 20-30 ordinances for new funds based on the needs of the City. Ordinance 20161084
created "an Affordability Fund" which the City reported within the Human Services major governmental fund within the 2017 Comprehensive
Annual Financial Report (CAFR). Upon detailed review of the transactions related to this fund by the City, it was determined that the majority of
the revenue reported by the fund was received through General Fund transfers and as such did not meet the qualifications of a special revenue fund
under GASB 54.

Effect: The fund balance reported by the Human Service fund in the 2017 CAFR incorrectly included $1.7 million relating to the Affordability
Fund which should have been included within the General Fund. BKD proposed an adjustment to correct the fund, which the City choose to record
in 2018, along with recording a transfer to the general fund for the 2018 activity.

Cause: Annually, the Controller's Office reviews new funds created during the current year with financial activity to determine the proper fund
classification in accordance with GASB 54. The Affordability Fund was created through ordinance in 2016, but did not have any financial activity
until 2017. As such, the fund did not go through the Controller's Office review process in 2016 as the fund had zero activity. The City identified
this situation in 2018.

Recommendation: We recommend that the Controller's Office utilize the WorkDay Data Audit Fund Report to determine proper classification of
all new funds created during a year regardless if the fund reported financial activity. In addition, we recommend that the City review all funds
currently reported as Special Revenue Funds to help ensure the classification is still appropriate under GASB 54.

Views of Responsible Officials: The City agrees with the finding. See separate report for planned corrective actions.
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Reference
Number

City and County of Denver
Schedule of Findings and Questioned Costs (continued)
Year Ended December 31, 2018

Finding

2018-004

Finding: Accounts Receivable

Criteria or Specific Requirement: Management is responsible for establishing and maintaining effective internal controls over
financial reporting. Effective internal controls are an important component of a system that helps ensure the financial statements
reflect the proper amounts at any given time, thereby providing accurate financial data. Specifically, the Airport should have

controls in place to ensure payments received by the Airport are applied to the appropriate receivables, or reflected as unearned.

Condition: During the 2018 audit of accounts receivables, there were multiple instances within the aging, where older customer
payments were not applied, or were only partially applied to outstanding invoices. This creates difficulty in identifying if these
remaining unapplied payments are truly advance rents, which are classified as a liability in the financial statements.

It was noted that the clean up of these items is ongoing, and progress has been made since the prior year. Further, it appears that
current payments are being applied appropriately to receivables indicating that this is an issue being corrected.

Effect: Unapplied customer payments on accounts receivable could potentially understate accounts receivable as well as
advance rents, if they are not properly identified and classified between the two financial statement accounts.

Cause: It is common for customers to submit cash payments prior to the generation of the billing, which creates a situation
whereby the payment cannot be applied to a specific receivable, until a later date, once the corresponding invoice is generated.
Further, the general ledger system does not include the functionality to allow for advance payments without automatically netting
down the receivables account as a whole, whether or not there are outstanding amounts due from that specific payer.

Recommendation: We recommend that a reconciliation of accounts receivable and unapplied payments continue to be
performed on a consistent monthly basis to properly match payments with customer receivables or customer advance payments.
Further, we recommend the Airport continue cleaning up the accounting records so that amounts included as outstanding properly
reflect actual receivables or advance payments.

Views of Responsible Officials: The Airport agrees with the finding. See separate auditee document for planned corrective
action.
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City and County of Denver
Schedule of Findings and Questioned Costs (continued)
Year Ended December 31, 2018

Section lll - Findings Required to be Reported by the Uniform Guidance

Reference
Number Finding
2018-005 Finding: Eligibility, Reporting and Special Tests and Provisions - Sanctions

CFDA No. 93.558 - TANF Cluster
Department of Health and Human Services, Award Number - None Provided, Award Year 2018
Passed-through Colorado Department of Human Services

Criteria: Denver Department of Human Services (DDHS) is required to investigate and verify information on applications
and redeterminations, as part of determining eligibility. DDHS is also required to process applications and redeterminations
for benefits timely and ensure that benefits are only issued for periods of eligibility. Information obtained from clients should
be input into Colorado Benefit Management System (CBMS) and agree to supporting documentation included in the case file
for accurate reporting of information to the state for the processing of benefits. In addition, DDHS is required to comply with
Code of Colorado Reeulations (CCR) section 3.608.4 recarding assessing noncomnliance on cases.

Condition: We noted the following issues in the 60 cases tested (some items in sample have multiple items listed). The dollar
effect, if any, is listed after each item.

1. One instance in which documentation of the initial eligibility interview or redetermination of eligibility interview could not
be provided ($222)

2. One instance in which documentation of the Initial Assessment for all work eligible individuals could not be provided
(questioned costs included below)

3. Seven instances in which either the Initial Assessment or Colorado Works Individualized Plan were not completed timely
($0)

4. Eight instances in which there was no documentation a Colorado Works Individualized Plan was completed or that the
participant was in compliance with requirements of his or her Colorado Works Individualized Plan ($15,922)

6. Seven instances in which payments were made incorrectly ($3,468)

7. Two instances in which documentation that children between the ages of 16-18 were attending school could not be provided
(questioned costs could not be determined)

8. Twelve instances in which there was inaccuracy of information between case file and CBMS ($0)

9. Eight instances in which DDHS did not properly assess noncompliance on case in accordance with CCR code 3.608.4
(questioned costs cannot be determined)

Questioned Costs: Overpayments of $19,612. Questioned costs were determined by reviewing the 2018 payments that
occurred for the periods effected by the above issues.

Context: We tested 60 individuals who received TANF assistance for the year ended December 31, 2018 and noted the issues
described above. The tested population covered benefits issued of $164,106. The total population included benefits issued of
approximately $13.6 million to approximately 6,000 individuals. A non-statistical sampling methodology was used to select
the sample.

Effect: The state’s CBMS system may be determining eligibility and allocating benefits based on incorrect, incomplete, or
outdated data. Ultimately, by not having the appropriate controls in place regarding the above requirements, benefits could be
provided to ineligible applicants, denied to eligible applicants, or benefits paid for an ineligible period or an incorrect amount.
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Reference
Number

City and County of Denver
Schedule of Findings and Questioned Costs (continued)
Year Ended December 31, 2018

Finding

Cause: Controls over eligibility, reporting and sanctions were not sufficiently operating during the year primarily due to the
continued transition of responsibilities back from ResCare to DDHS. In many cases, DDHS has attempted to work with
ResCare transitioned clients to achieve compliance over eligibility and reporting, however, not all clients have been
responsive. DDHS is still working to implement an adequate tracking mechanism to monitor individual plan requirements in
order to determine when client sanctions should be enforced.

Identification as a Repeat Finding: See 2017-005, 2016-005, 2015-004, 2015-005, 2014-007, and 2014-008.

Recommendation: We recommend that DDHS continue to focus on improvement of the workforce portion of compliance.
Until issues have been corrected additional monitoring may be required beyond those cases selected by CDHS along with
additional staff training. We also recommend that the DDHS eligibility and workforce teams continue the use and monitoring
of case reviews within WMS to help identify potential areas for additional training. Finally, we recommend that DDHS
implement processes to assist with the identification and enforcement of sanctions.

Views of Responsible Officials: We agree with the finding. See separate report for planned corrective actions.

26



City and County of Denver
Schedule of Findings and Questioned Costs (continued)
Year Ended December 31, 2018

Reference
Number Finding

2018-006 Finding: Level of Effort - Maintenance of Effort

CFDA No. 93.914 - HIV Emergency Relief Project Grants
Department of Health and Human Services, Award Number - 2 HS89HA00027-25-00, Award Year 2018
Department of Health and Human Services, Award Number - 2 HS9HA00027-24-00, Award Year 2017

Criteria: In accordance with 42 USC 300ff-15(a)(1)(B) and (C) and 42 USC 300FF-19(d)(3), the political
subdivision within the eligible metropolitan area is required to maintain its level of expenditures for HIV-related
services to individuals with HIV disease at a level equal to its level of such expenditures for the preceding fiscal year.
Additionally, political subdivisions within the eligible metropolitan area may not use funds received under the HIV
grants to maintain the required level of HIV-related services.

Condition: The City is reliant upon Denver Health and Hospital Authority and other municipalities within the
Transitional Grant Area (TGA) for compliance with this requirement. It was not possible to determine if the funding
level of expenditures for HIV-related services to individuals with HIV disease were at a level equal to its level of such
expenditures for the preceding fiscal year. Formal policies and procedures for determining and monitoring the
required level of effort were not in place during the period under audit.

Questioned Costs: None.

Context: Denver Health and Hospital Authority is one of six political subdivisions within the Denver TGA. The
information necessary to determine compliance with the maintenance of effort requirement was not available.

Effect: Failure to implement controls to ensure compliance with this requirement could impact future funding levels.

Cause: The City was in a transition period while implementing new procedures to monitor this requirement to
include all TGA entities. The implementation resulted in a lag period in which the necessary information was not
obtained.

Identification as a Repeat Finding: See 2017-008.

Recommendation: We recommend that the Department continue to develop policies and procedures to gather the
necessary information to monitor and ensure compliance with maintenance of effort requirements and to help ensure
that funding allocations are at a level equal to or greater than the expenditures for the preceding fiscal year. In
situations where the funding level will be difficult to maintain we recommend requesting a waiver from the awarding
agency.

Views of Responsible Officials: We agree with the finding. See separate report for planned corrective actions.
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Reference
Number

City and County of Denver
Schedule of Findings and Questioned Costs (continued)
Year Ended December 31, 2018

Finding

2018-007

Finding: Subrecipient Monitoring

CFDA No. 17.259 WIA/WIOA Youth Activities

Department of Labor, Award Number - DE18-101, Award Year 2018
Department of Labor, Award Number - DE17-02, Award Year 2017
Department of Labor, Award Number - DE16-01, Award Year 2016
Passed-through Colorado Department of Labor and Employment (CDLE)

Criteria: In accordance with 2 CFR 200.331(d) all pass-through entities must monitor the activities of subrecipients
as necessary to ensure that the subaward is used for authorized purposes, in compliance with federal statues,
regulations, and the terms and conditions of the subaward. Monitoring must include reviewing financial and
programmatic reports, follow up ensuring that subrecipients take timely and appropriate action on all deficiencies
detected through audits, on-site reviews, and other means, and issuing a management decision on issues identified.

Condition: Denver Workforce Development (the Department) has a concern of unallowable labor expenses with one
of their subrecipients. The Department is currently working with the CDLE and the U.S. Department of Labor
(USDOL) to resolve.

Questioned Costs: Not determinable at this time.

Context: The situation was identified and self reported by the subrecipient. An alternative time and effort estimation
methodology has been proposed by the subrecipient to support approximately $475,000 in salaries billed to the
program based on inaccurate time and effort certifications.

Effect: Should the alternative methodology be deemed unacceptable by the USDOL, the expenditures would be
deemed unallowable and could be recovered from the subrecipient or funded with nonfederal dollars.

Cause: The Department was willing to accept the alternative methodology and requested CDLE approval. CDLE
has requested that the final decision be made by the USDOL.

Identification as a Repeat Finding: Not applicable.

Recommendation: We recommend that the Department continue to work with CDLE and USDOL to determine the
appropriate course of action for this subrecipient situation.

Views of Responsible Officials: We agree with the finding. See separate report for planned corrective actions.
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Reference
Number

City and County of Denver
Status of Prior Audit Findings
Year Ended December 31, 2018

Summary of Finding

Status

2017-005

2017-006

2017-007

2017-008

2017-009

TANF Cluster - Eligibility, Reporting and Special Tests and Provisions - Sanctions - We recommend that
DDHS continue to focus on improvement as the workforce portion of compliance is now maintained by
DDHS. This includes a unification of policies and systems which would bring workforce in line with the
rest of DDHS's monitoring procedures. Until issues have been corrected additional monitoring may be
required beyond those cases selected by CDHS along with additional staff training. Finally, we
recommend that the DDHS eligibility and workforce teams continue to use and monitoring of case
reviews within WMS to help identify potential areas for additional training.

HIV - Allowable Costs and Activities - We recommend the Department perform a detailed review of
existing policies and procedures to help ensure that all supporting documentation is either included with
transaction support in the system or at a minimum referenced to the location in which supporting
documentation is maintained. Invoices should include sufficient detail to determine the nature of services
without reference to the original contract. Allocation summaries should be included with system
documentation and clearly support the expenditure applied to the federal award.

HIV - Cash Management - We recommend the Department develop written policies and procedures for
cash management, including a required level of review, to help ensure that all expenditures are paid for
prior to being requested for reimbursement.

HIV - Level of Effort / Maintenance of Effort - We recommend that the Department develop a control
within the monthly reporting process to identify and monitor non-federal expenditures towards the
maintenance of effort requirement and to help ensure that funding allocations are at a level equal to or
greater than the expenditures for the preceding fiscal year. In situations where the funding level will be
difficult to maintain we recommend requesting a waiver form the awarding agency.

HIV - Earmarking - We recommend that the Department develop a control in which administrative
expenses can be easily tracked for both the Department and subrecipients.

Partially implemented. See finding
2018-005. See auditee document for
planned corrective actions and
summary schedule of prior audit
findings.

Implemented.

Implemented

Partially implemented. See finding
2018-006. See auditee document for
planned corrective actions and
summary schedule of prior audit
findings.

Implemented
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	Notes to Schedule of Expenditures of Federal Awards (continued) 
	Year Ended December 31, 2018  
	(5) Revolving Loan Funds – Not Subject to Compliance 
	The City has certain revolving loan funds, which were originally financed with federal financial assistance through the programs listed below.  However, these programs either are not part of a federal loan or loan guarantee program or have no continuing compliance requirements other than continued loan payments, therefore, the outstanding loan balances have not been included in the accompanying schedule of expenditures of federal awards and major program determination: 
	Neighborhood Development Loans:
	14.218 - Community Development Block Grants/Entitlement Grants$        13,260,813
	Total Neighborhood Development Loans          13,260,813
	Economic Development Loans:14. - Unknown            2,266,46914.218 - Community Development Block Grants/Entitlement Grants          11,827,86414.253 - Community Development Block Grants ARRAEntitlement Grants (CDBG-R)               289,342
	Total Economic Development Loans          14,383,675
	Section 108 Loans:14.248 - Community Development Block Grants_ Section 108 Loan Guarantees            7,558,181
	Total Section 108 Loans            7,558,181
	Housing Development Loans:14. - Unknown          44,290,09814.218 - Community Development Block Grants/Entitlement Grants          10,493,97814.239 - HOME Investment Partnerships Program          48,835,58914.241 - Housing Opportunities for Persons with AIDS            1,576,68314.256 - ARRA - Neighborhood Stabilization Program          13,315,084
	Total Housing Development Loans        118,511,432
	Total Office of Economic Development Loans        153,714,101
	Less Allowances:Delinquent Loans         (13,356,839)Forgivable Loans         (84,420,680)Note Receivable, Net$        55,936,582 
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	City and County of Denver 
	Notes to Schedule of Expenditures of Federal Awards (continued) 
	Year Ended December 31, 2018  
	(6) Revolving Loan Funds – Subject to Further Compliance 
	The City has certain revolving loan funds, which were originally financed with federal financial assistance through the Community Development Block Grant Section 108 Loan Guarantees program (CFDA 14.248) which are subject to continuing compliance requirements until project completion and acceptance.  There were no outstanding balances subject to continuing compliance at December 31, 2018.  There were no new loans during 2018; therefore nothing has been included in the accompanying schedule of expenditures of federal awards.  The City also has certain revolving loan funds, which were originally financed from the Department of Commerce, under CFDA 11.307, Economic Development Administration which are subject to continuing compliance requirements and included in the schedule of expenditures of federal awards.  The outstanding loan balance at December 31, 2018 was $102,187 and the cash and investment balance in the loan revolving fund was $404,842.  There were expenditures of $4,267 in 2018 for administrative costs.   There were no loan write-offs in 2018.  There are no City match requirements. 
	(7) Indirect Costs 
	The City has elected to use the 10 percent de minimis indirect cost rate allowed under the Uniform Guidance, except for the following CFDAs (14.218, 14.231, 14.267, 16.738, 17.801, 17.207, 17.258, 17.259, 17.268, 20.200, 17.278, 81.128, 93.092, 93.243, 93.556, 93.670, 93.914) which   elected to use a rate agreed on through the grant agreement or interagency agreement. 
	                                                                                                                                                                                                                                                              11 
	Independent Auditor’s Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based on an  Audit of Financial Statements Performed in Accordance with Government Auditing Standards    
	Audit Committee City and County of Denver  Denver, Colorado 
	We have audited the financial statements of the governmental activities, the business-type activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining fund information of City and County of Denver (the City) as of and for the year ended December 31, 2018, and the related notes to the financial statements, which collectively comprise the City’s basic financial statements and have issued our report thereon dated June 18, 2019.  We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.  Our report includes a reference to other auditors who audited the financial statements of Downtown Denver Business Improvement District, Cherry Creek North Business Improvement District No. 1, Denver Preschool Program, Inc., Denver Convention Center Hotel Authority, RiNo BID, National Western Center Authority, and the Colfax Business Improvement District presented as discretely presented component units, the Denver 14th Street General Improvement District, Gateway Village General Improvement District, or RiNo GID, which are included as blended component units, and the Denver Employee Retirement Plan, a fiduciary component unit and the Deferred Compensation Plan, a fiduciary fund of the City.  We also did not audit the financial statements of the Wastewater Management Enterprise Fund, which is included in the business-type activities and as a major enterprise fund.  This report does not include the results of the other auditors’ testing of internal control over financial reporting or compliance and other matters that are reported on separately by those auditors.  The financial statements of Downtown Denver Business Improvement District, Cherry Creek North Business Improvement District No. 1, Denver Preschool Program, Inc., Denver Convention Center Hotel Authority, RiNo BID, National Western Center Authority, and the Colfax Business Improvement District, component units included in the financial statements of the aggregate discretely presented component units, were not audited in accordance with Government Auditing Standards, and accordingly, this report does not include reporting on internal control over financial reporting or instances of reportable noncompliance associated with Downtown Denver Business Improvement District, Cherry Creek North Business Improvement District No. 1, Denver Preschool Program, Inc., Denver Convention Center Hotel Authority, RiNo BID, National Western Center Authority, and the Colfax Business Improvement District.  Additionally, the financial statements of the Denver 14th Street General Improvement District, Gateway Village General Improvement District, or RiNo GID, which are included as blended component units, were not audited in accordance with Government Auditing Standards, and accordingly, this report does not include reporting on internal control over financial reporting or instances of reportable noncompliance associated with the Denver 14th Street General Improvement District, Gateway Village General Improvement District, or RiNo GID. 
	Audit Committee   City and County of Denver 
	Internal Control Over Financial Reporting 
	In planning and performing our audit of the financial statements, we considered the City’s internal control over financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the City’s internal control.  Accordingly, we do not express an opinion on the effectiveness of the City’s internal control.  Our consideration of internal control was for the limited purpose described in the preceding paragraph and was not designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies, and therefore, material weaknesses or significant deficiencies may exist that have not been identified.  However, as described in the accompanying schedule of findings and questioned costs, we identified certain deficiencies in internal control that we consider to be material weaknesses and significant deficiencies. 
	A deficiency in internal control exists when the design or operation of a control does not allow management or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, misstatements on a timely basis.  A material weakness is a deficiency, or a combination of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented, or detected and corrected, on a timely basis.  We consider the deficiencies described in the accompanying schedule of findings and questioned costs as items 2018-001 and 2018-002 to be material weaknesses. 
	A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to merit attention by those charged with governance.  We consider the deficiencies described in the accompanying schedule of findings and questioned costs as items 2018-003 and 2018-004 to be significant deficiencies. 
	Compliance and Other Matters 
	As part of obtaining reasonable assurance about whether the City’s financial statements are free from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have a direct and material effect on the determination of financial statement amounts.  However, providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.  The results of our tests disclosed no instances of noncompliance or other matters that are required to be reported under Government Auditing Standards.  
	City’s Response to Findings 
	The City’s response to the findings identified in our audit are described in the accompanying schedule of findings and questioned costs.  The City’s response was not subjected to the auditing procedures applied in the audit of the financial statements, and accordingly, we express no opinion on it. 
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	Audit Committee   City and County of Denver 
	Purpose of this Report 
	The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the result of that testing, and not to provide an opinion on the effectiveness of the City’s internal control or on compliance.  This report is an integral part of an audit performed in accordance with Government Auditing Standards in considering the entity’s internal control and compliance.   Accordingly, this communication is not suitable for any other purpose. 
	Denver, Colorado June 18, 2019 
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	Independent Auditor’s Report on Compliance for Each Major Federal Program; Report on Internal Control over Compliance; and Report Schedule of Expenditures of Federal Awards  Required by the Uniform Guidance    
	Audit Committee City and County of Denver  Denver, Colorado 
	Report on Compliance for Each Major Federal Program 
	We have audited the City and County of Denver’s (the City) compliance with the types of compliance requirements described in the OMB Compliance Supplement that could have a direct and material effect on each of the City’s major federal programs for the year ended December 31, 2018.  The City’s major federal programs are identified in the summary of auditor’s results section of the accompanying schedule of findings and questioned costs.  
	The City’s basic financial statements include the operations of the Denver Urban Renewal Authority (DURA), a discretely presented component unit, which received $1,303,073 in federal awards which are not included in the schedule during the year ended December 31, 2018.  Our audit below did not include the operations of DURA because DURA obtained a separate audit in accordance with the Uniform Guidance. 
	Management’s Responsibility 
	Management is responsible for compliance with federal statutes, regulations and the terms and conditions of its federal awards applicable to its federal programs. 
	Auditor’s Responsibility 
	Our responsibility is to express an opinion on compliance for each of the City’s major federal programs based on our audit of the types of compliance requirements referred to above.  We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).  Those standards and the Uniform Guidance require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to above that could have a direct and material effect on a major federal program occurred.  An audit includes examining, on a test basis, evidence about the City’s compliance with those requirements and performing such other procedures as we considered necessary in the circumstances.
	Audit Committee   City and County of Denver 
	We believe that our audit provides a reasonable basis for our qualified and unmodified opinions on compliance for major federal programs.  However, our audit does not provide a legal determination of the City’s compliance. 
	Basis for Qualified Opinion on TANF Cluster 
	As described in the accompanying schedule of findings and questioned costs, the City did not comply with requirements regarding eligibility, reporting, and special tests and provisions – sanctions for its TANF Cluster program as described in finding 2018-005.  Compliance with such requirements is necessary, in our opinion, for the City to comply with the requirements applicable to this program. 
	Qualified Opinions on TANF Cluster 
	In our opinion, except for the noncompliance described in the Basis for Qualified Opinion paragraph, the City complied, in all material respects, with the types of compliance requirements referred to above that could have a direct and material effect on the TANF Cluster for the year ended December 31, 2018.   
	Unmodified Opinion on Each of the Other Major Federal Programs 
	In our opinion, the City complied, in all material respects, with the types of compliance requirements referred to above that could have a direct and material effect on each of its other major federal programs identified in the summary of auditor’s results section of the accompanying schedule of findings and questioned costs for the year ended December 31, 2018. 
	Other Matters 
	The results of our auditing procedures disclosed other instances of noncompliance, which are required to be reported in accordance with the Uniform Guidance and which are described in the accompanying schedule of findings and questioned costs as items 2018-006 and 2018-007.  Our opinion on each major federal program is not modified with respect to these matters. 
	The City’s response to the noncompliance findings identified in our audit are described in the accompanying schedule of findings and questioned costs and/or corrective action plan.  The City’s response was not subjected to the auditing procedures applied in the audit of compliance, and accordingly, we express no opinion on the response. 
	Report on Internal Control Over Compliance 
	Management of the City is responsible for establishing and maintaining effective internal control over compliance with the types of compliance requirements referred to above.  In planning and performing our audit of compliance, we considered the City’s internal control over compliance with the types of requirements that could have a direct and material effect on each major federal program to determine the auditing procedures that are appropriate in the circumstances for the purpose of expressing our opinion on compliance for each major federal program and to test and report on internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.  Accordingly, we do not express an opinion on the effectiveness of the City’s internal control over compliance. 
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	Audit Committee   City and County of Denver 
	Our consideration of internal control over compliance was for the limited purpose described in the preceding paragraph and was not designed to identify all deficiencies in internal control over compliance that might be material weaknesses or significant deficiencies, and therefore, material weaknesses or significant deficiencies may exist that have not been identified.  However, as discussed below, we identified certain deficiencies in internal control over compliance that we consider to be material weaknesses and significant deficiencies. 
	A deficiency in internal control over compliance exists when the design or operation of a control over compliance does not allow management or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis.  A material weakness in internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility that material noncompliance with a type of compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.  We consider the deficiencies in internal control over compliance described in the accompanying schedule of findings and questioned costs as item 2018-005 to be material weaknesses. 
	A significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type of compliance requirement of a federal program that is less severe than a material weakness in internal control over compliance, yet important enough to merit attention by those charged with governance.  We consider the deficiency in internal control over compliance described in the accompanying schedule of findings and questioned costs as item 2018-006 to be a significant deficiency. 
	The City’s response to the internal control over compliance findings identified in our audit are described in the accompanying schedule of findings and questioned costs and/or corrective action plan.  The City’s response was not subjected to the auditing procedures applied in the audit of compliance, and accordingly, we express no opinion on the response. 
	The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal control over compliance and the results of that testing based on the requirements of the Uniform Guidance.  Accordingly, this report is not suitable for any other purpose. 
	Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance 
	We have audited the financial statements of the governmental activities, the business-type activities, the aggregate discretely presented component units, each major fund and the aggregate remaining fund information of the City as of and for the year ended December 31, 2018, and the related notes to the financial statements, which collectively comprise the City’s basic financial statements.  We issued our report thereon dated June 18, 2019, which contained an unmodified opinion on those financial statements.  Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the basic financial statements.  The accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis as required by the Uniform Guidance and is not a required part of the basic financial statements.  Such information is the responsibility of management and was derived from and relates directly to the underlying accounting and other records used to prepare the basic financial statements.  The information has been subjected to the auditing procedures applied in the audit of the financial statements and certain additional procedures, including comparing and reconciling such information directly to the underlying accounting and other records used to prepare the basic financial 
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	Audit Committee   City and County of Denver 
	statements or to the basic financial statements themselves, and other additional procedures in accordance with auditing standards generally accepted in the United States of America.  In our opinion, the schedule of expenditures of federal awards is fairly stated in all material respects in relation to the basic financial statements as a whole.  
	Denver, Colorado July 22, 2019 
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	City and County of Denver 
	Schedule of Findings and Questioned Costs 
	Year Ended December 31, 2018  
	Section I – Summary of Auditor’s Results 
	Financial Statements 
	1. The type of report the auditor issued on whether the financial statements audited were prepared in   accordance with accounting principles generally accepted in the United States of America (GAAP) was: 
	Unmodified    Qualified    Adverse   Disclaimer 
	2. The independent auditor’s report on internal control over financial reporting disclosed: 
	Significant deficiency(ies) identified?  Yes   None reported  
	 Material weakness(es) identified?  Yes  No  
	 3. Noncompliance considered material to the financial statements Yes  No was disclosed by the audit?  
	Federal Awards 
	4.     The independent auditor’s report on internal control over compliance for major federal awards programs disclosed: 
	Significant deficiency(ies) identified?  Yes   None reported  
	 Material weakness(es) identified?  Yes  No  
	5.     The opinion expressed in the independent auditor’s report on compliance for major  federal award program was: 
	Unmodified   Qualified    Adverse    Disclaimer 
	Unmodified for all major programs except for TANF Cluster which is qualified. 6. The audit disclosed findings required to be reported by   2 CFR 200.516(a)?   Yes   No 
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	City and County of Denver 
	Schedule of Findings and Questioned Costs (continued) 
	Year Ended December 31, 2018  
	7. Identification of major programs: 
	CFDA Number                                                          Name of Federal Program or Cluster
	93.659                            Adoption Assistance
	20.106                            Airport Improvement Program93.575/93596                     Child Care and Development Block Grant14.218/14.225                    Community Development Block Grants/Entitlement Grants
	97.039                            Hazardous Mitigation Grant (HMGP)93.914                            HIV Emergency Relief Project Grants93.558                            Temporary Assistance for Needy Families (TANF)
	17.258/17.259/17.278            WIA/WIOA Adult/Youth/Dislocated Worker 93.778                            Medical Assistance Program
	8. The threshold used to distinguish between Type A and Type B programs was $3,000,000. 
	  9. The City qualified as a low-risk auditee?   Yes  No 
	                                                                                                                                                                                                                                                              20 
	City and County of Denver 
	Schedule of Findings and Questioned Costs (continued) 
	Year Ended December 31, 2018  
	Section II – Findings Required to be Reported by Government Auditing Standards 
	Reference FindingNumber2018-001Finding:  Capital AssetsCriteria or Specific Requirement:  Accounting principles generally accepted in the United States of America (US GAAP) that address the proper recognition and accounting of capital assets include:• Governmental Accounting Standards Board (GASB) Statement No. 34, Basic Financial Statements — and Management’s Discussion and Analysis — for State and Local Governments (GASB 34)• Governmental Accounting Standards Board (GASB) Statement No. 37, Basic Financial Statements — and Management’s Discussion and Analysis — for State and Local Governments: Omnibus — an amendment of GASB Statements No. 21 and No. 34 (GASB 37)• Governmental Accounting Standards Board (GASB) Statement No. 51, Accounting and Financial Reporting for Intangible Assets (GASB 51)• Various implementation guidance issued by GASBCondition:  Several issues were noted relating to capital assets including:• Donated land received in 2017 as part of the National Western Center project was not recorded until 2018.  An audit adjustment for $13.1 million was proposed and the City elected to pass on recording. • Donated artwork received in prior years was recorded by the City in 2018, however, it was subsequently determined that the artwork met the definition of a collection under GASB 34 and thus should not have been capitalized.  An audit adjustment for $16.5 million was proposed and recorded by the City. • The City's Department of Public Works incorrectly expensed project costs relating to the Central Denver Recreation Center relating to 2017 and 2018.  An audit adjustment for $13.5 million was proposed and recorded by the City. • The City's Arts and Venues Department failed to place a project related to Red Rocks into service timely.  An audit adjustment for $4.8 million was proposed and recorded by the City. • During Construction-In-Progress testing, we noted $975,000 was improperly accrued to the wrong year.  An audit adjustment was proposed and the City elected to pass on recording. • Additions and disposals of capital assets were not recorded in the correct year.  An audit adjustment was proposed for $2.6 million of additions and $1.8 million of disposals and the City elected to pass on recording. • The City did not adjust the value of land related to eminent domain cases after they were settled by the City.  An audit adjustment was proposed for $1.6 million and the City elected to pass on recording. Effect:  The conditions noted above resulted in $34.8 million of gross adjustments to capital asset balances which management elected to record and $20.1 million of gross adjustments which management elected not to record. Cause:  Established internal controls were not effective in preventing or detecting and correcting clerical errors in the recording and recognition of capital assets in a timely manner.  In addition, the City did not have an accurate Construction-In-Progress report until April 2019 and as such, the City was not able to perform a detailed review of these projects. Recommendation:  We recommend that the City reconcile the capital asset data within WorkDay on a quarterly basis and follow up on any projects with negative additions or no activity for the period.  Training should also continue for Controller Office staff with responsibility over capital assets to ensure successful cross-training of functions and understanding of the WorkDay system.  Views of Responsible Officials:  The City agrees with the finding.  See separate report for planned corrective actions.
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	City and County of Denver 
	Schedule of Findings and Questioned Costs (continued) 
	Year Ended December 31, 2018  
	Reference NumberFinding2018-002Finding: Accounting for GrantsCriteria or Specific Requirement:  Management is responsible for establishing and maintaining effective internal controls over financial reporting.  Effective internal controls are an important component of a system that helps ensure transactions are recorded timely and in the proper reporting period, thereby providing accurate financial data.  Specifically, the City should have controls in place to ensure the City's grants are properly recorded, and payments received from grantors are either properly applied to outstanding receivables or recorded as unearned revenue.Condition: (a) During the 2018 audit of grants receivable, we observed the following related to grants administered by the City's Public Works Department.• The City uses the grant module within WorkDay for accounting and tracking purposes, however, the City's Public Works Department tracks grants outside of the grant module.  In addition, several transactions were posted without the appropriate grant tag included, causing a variance to occur between the grant rollforward and the trial balance ending balances.  This required significant effort on the part of management and BKD to determine what was causing the variances and the net effect on the financial statements. • The City's Public Works Department was asked to reconcile and correct the grant module prior to audit procedures being performed.  During our audit procedures, it was noted the reconciling adjusting entries created additional errors.  Out of the 12 grants reviewed, 10 had errors which resulted in an audit adjustment for $4.2 million which was proposed and recorded by the City. (b) During the 2018 audit of grants receivable, we observed the following related to grants administered by Departments other than Public Works. • Within the grant module of WorkDay, revenues are automatically recorded when an expenditure is coded to the grant.  In a number of instances, when payments were received, the reimbursement was incorrectly recorded using an AdHoc bank transaction, which also automatically records revenue.  During testing, we noted instances in which revenues appear to be duplicated.  An audit adjustment of $1.3 million was proposed and the City elected to pass on recording. •  Through detailed testing over a sample of grants within the grants module, it was determined that grant receivables was overstated by $2.2 million.  An audit adjustment was proposed and the City elected to pass on recording. Effect:  The conditions noted above resulted in $4.2 million of gross adjustments which management elected to record and $3.5 million of gross adjustments which management elected to pass on. Cause:  (a) The City's Public Works Department does not have adequate internal controls over recording and tracking grant transactions.  (b) A lack of understanding of the WorkDay grant module and the use of AdHoc bank transactions system. Recommendation:  (a) We recommend that the Public Works Department perform a detailed review of all open grants from inception to date to determine the proper ending balance.  In addition, we recommend that internal controls, including policies and procedures be reviewed and developed to help ensure compliance over grant accounting and compliance. (b) We recommend that all employees within the various departments receive training over the WorkDay grant module.  In addition, we recommend that a reconciliation between the grant module and trial balance be performed on a quarterly basis.Views of Responsible Officials:  The City agrees with the finding.  See separate report for planned corrective actions.
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	City and County of Denver 
	Schedule of Findings and Questioned Costs (continued) 
	Year Ended December 31, 2018  
	Reference NumberFinding2018-003Finding:  Special Revenue Fund ReportingCriteria or Specific Requirement:  Accounting principles generally accepted in the United States of America (US GAAP) that address the proper reporting and treatment of special revenue funds are addressed in GASB 54, Fund Balance Reporting and Governmental Fund Type Definitions (GASB 54).  GASB 54 paragraphs 29 to 32 specifically address special revenue funds and define them as funds that are used to account for and report the proceeds of specific revenue sources that are restricted or committed to expenditure for specified purposes other than debt service or capital projects.Condition:  On an annual basis, City Council approves 20-30 ordinances for new funds based on the needs of the City.  Ordinance 20161084 created "an Affordability Fund" which the City reported within the Human Services major governmental fund within the 2017 Comprehensive Annual Financial Report (CAFR).  Upon detailed review of the transactions related to this fund by the City, it was determined that the majority of the revenue reported by the fund was received through General Fund transfers and as such did not meet the qualifications of a special revenue fund under GASB 54.  Effect:  The fund balance reported by the Human Service fund in the 2017 CAFR incorrectly included $1.7 million relating to the Affordability Fund which should have been included within the General Fund.  BKD proposed an adjustment to correct the fund, which the City choose to record  in 2018, along with recording a transfer to the general fund for the 2018 activity. Cause:  Annually, the Controller's Office reviews new funds created during the current year with financial activity to determine the proper fund classification in accordance with GASB 54.  The Affordability Fund was created through ordinance in 2016, but did not have any financial activity until 2017.  As such, the fund did not go through the Controller's Office review process in 2016 as the fund had zero activity.  The City identified this situation in 2018. Recommendation:  We recommend that the Controller's Office utilize the WorkDay Data Audit Fund Report to determine proper classification of all new funds created during a year regardless if the fund reported financial activity.  In addition, we recommend that the City review all funds currently reported as Special Revenue Funds to help ensure the classification is still appropriate under GASB 54. Views of Responsible Officials:  The City agrees with the finding.  See separate report for planned corrective actions.
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	City and County of Denver 
	Schedule of Findings and Questioned Costs (continued) 
	Year Ended December 31, 2018  
	Reference FindingNumber
	2018-004Finding:  Accounts Receivable
	Criteria or Specific Requirement:  Management is responsible for establishing and maintaining effective internal controls over 
	financial reporting.  Effective internal controls are an important component of a system that helps ensure the financial statements reflect the proper amounts at any given time, thereby providing accurate financial data.  Specifically, the Airport should have controls in place to ensure payments received by the Airport are applied to the appropriate receivables, or reflected as unearned.
	Condition:  During the 2018 audit of accounts receivables, there were multiple instances within the aging, where older customer payments were not applied, or were only partially applied to outstanding invoices.  This creates difficulty in identifying if these remaining unapplied payments are truly advance rents, which are classified as a liability in the financial statements.   
	It was noted that the clean up of these items is ongoing, and progress has been made since the prior year.  Further, it appears that current payments are being applied appropriately to receivables indicating that this is an issue being corrected.
	Effect:  Unapplied customer payments on accounts receivable could potentially understate accounts receivable as well as advance rents, if they are not properly identified and classified between the two financial statement accounts.
	Cause:  It is common for customers to submit cash payments prior to the generation of the billing, which creates a situation whereby the payment cannot be applied to a specific receivable, until a later date, once the corresponding invoice is generated.  Further, the general ledger system does not include the functionality to allow for advance payments without automatically netting down the receivables account as a whole, whether or not there are outstanding amounts due from that specific payer.
	Recommendation:  We recommend that a reconciliation of accounts receivable and unapplied payments continue to be performed on a consistent monthly basis to properly match payments with customer receivables or customer advance payments.  Further, we recommend the Airport continue cleaning up the accounting records so that amounts included as outstanding properly reflect actual receivables or advance payments.
	Views of Responsible Officials:  The Airport agrees with the finding.  See separate auditee document for planned corrective action.  
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	City and County of Denver 
	Schedule of Findings and Questioned Costs (continued) 
	Year Ended December 31, 2018  
	Section III – Findings Required to be Reported by the Uniform Guidance 
	Reference NumberFinding
	2018-005Finding:  Eligibility, Reporting and Special Tests and Provisions - Sanctions
	CFDA No.  93.558 - TANF ClusterDepartment of Health and Human Services, Award Number - None Provided, Award Year 2018Passed-through Colorado Department of Human Services
	Criteria:  Denver Department of Human Services (DDHS) is required to investigate and verify information on applications and redeterminations, as part of determining eligibility.  DDHS is also required to process applications and redeterminations for benefits timely and ensure that benefits are only issued for periods of eligibility.  Information obtained from clients should be input into Colorado Benefit Management System (CBMS) and agree to supporting documentation included in the case file for accurate reporting of information to the state for the processing of benefits.  In addition, DDHS is required to comply with Code of Colorado Regulations (CCR) section 3.608.4 regarding assessing noncompliance on cases.
	Condition:  We noted the following issues in the 60 cases tested (some items in sample have multiple items listed).  The dollar effect, if any, is listed after each item.
	1. One instance in which documentation of the initial eligibility interview or redetermination of eligibility interview could not be provided ($222)2. One instance in which documentation of the Initial Assessment for all work eligible individuals could not be provided (questioned costs included below)3. Seven instances in which either the Initial Assessment or Colorado Works Individualized Plan were not completed timely ($0)4. Eight instances in which there was no documentation a Colorado Works Individualized Plan was completed or that the participant was in compliance with requirements of his or her Colorado Works Individualized Plan ($15,922)6. Seven instances in which payments were made incorrectly ($3,468)7. Two instances in which documentation that children between the ages of 16-18 were attending school could not be provided (questioned costs could not be determined)8. Twelve instances in which there was inaccuracy of information between case file and CBMS ($0)9. Eight instances in which DDHS did not properly assess noncompliance on case in accordance with CCR code 3.608.4 (questioned costs cannot be determined)
	Questioned Costs:  Overpayments of $19,612.  Questioned costs were determined by reviewing the 2018 payments that occurred for the periods effected by the above issues.
	Context:  We tested 60 individuals who received TANF assistance for the year ended December 31, 2018 and noted the issues described above.  The tested population covered benefits issued of $164,106.  The total population included benefits issued of approximately $13.6 million to approximately 6,000 individuals.  A non-statistical sampling methodology was used to select the sample. 
	Effect:  The state’s CBMS system may be determining eligibility and allocating benefits based on incorrect, incomplete, or outdated data.  Ultimately, by not having the appropriate controls in place regarding the above requirements, benefits could be   provided to ineligible applicants, denied to eligible applicants, or benefits paid for an ineligible period or an incorrect amount.
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	City and County of Denver 
	Schedule of Findings and Questioned Costs (continued) 
	Year Ended December 31, 2018  
	Reference NumberFinding
	Cause:  Controls over eligibility, reporting and sanctions were not sufficiently operating during the year primarily due to the continued transition of responsibilities back from ResCare to DDHS.  In many cases, DDHS has attempted to work with ResCare transitioned clients to achieve compliance over eligibility and reporting, however, not all clients have been responsive.  DDHS is still working to implement an adequate tracking mechanism to monitor individual plan requirements in order to determine when client sanctions should be enforced.
	Identification as a Repeat Finding:  See 2017-005, 2016-005, 2015-004, 2015-005, 2014-007, and 2014-008.
	Recommendation:  We recommend that DDHS continue to focus on improvement of the workforce portion of compliance.  Until issues have been corrected additional monitoring may be required beyond those cases selected by CDHS along with additional staff training.  We also recommend that the DDHS eligibility and workforce teams continue the use and monitoring of case reviews within WMS to help identify potential areas for additional training.  Finally, we recommend that DDHS 
	implement processes to assist with the identification and enforcement of sanctions.   
	 Views of Responsible Officials:  We agree with the finding.  See separate report for planned corrective actions.
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	City and County of Denver 
	Schedule of Findings and Questioned Costs (continued) 
	Year Ended December 31, 2018  
	Reference NumberFinding2018-006Finding:  Level of Effort - Maintenance of EffortCFDA No.  93.914 - HIV Emergency Relief Project GrantsDepartment of Health and Human Services, Award Number - 2 H89HA00027-25-00, Award Year 2018Department of Health and Human Services, Award Number - 2 H89HA00027-24-00, Award Year 2017Criteria:  In accordance with 42 USC 300ff-15(a)(1)(B) and (C) and 42 USC 300FF-19(d)(3), the political subdivision within the eligible metropolitan area is required to maintain its level of expenditures for HIV-related services to individuals with HIV disease at a level equal to its level of such expenditures for the preceding fiscal year.  Additionally, political subdivisions within the eligible metropolitan area may not use funds received under the HIV grants to maintain the required level of HIV-related services.Condition:  The City is reliant upon Denver Health and Hospital Authority and other municipalities within the Transitional Grant Area (TGA) for compliance with this requirement.  It was not possible to determine if the funding level of expenditures for HIV-related services to individuals with HIV disease were at a level equal to its level of such expenditures for the preceding fiscal year.  Formal policies and procedures for determining and monitoring the required level of effort were not in place during the period under audit.Questioned Costs:  None. Context:  Denver Health and Hospital Authority is one of six political subdivisions within the Denver TGA.  The information necessary to determine compliance with the maintenance of effort requirement was not available. Effect:  Failure to implement controls to ensure compliance with this requirement could impact future funding levels.Cause:  The City was in a transition period while implementing new procedures to monitor this requirement to include all TGA entities.  The implementation resulted in a lag period in which the necessary information was not obtained.  Identification as a Repeat Finding:  See 2017-008.Recommendation:  We recommend that the Department continue to develop policies and procedures to gather the necessary information to monitor and ensure compliance with maintenance of effort requirements and to help ensure that funding allocations are at a level equal to or greater than the expenditures for the preceding fiscal year.  In situations where the funding level will be difficult to maintain we recommend requesting a waiver from the awarding agency.  Views of Responsible Officials:  We agree with the finding.  See separate report for planned corrective actions.
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	City and County of Denver 
	Schedule of Findings and Questioned Costs (continued) 
	Year Ended December 31, 2018  
	Reference NumberFinding2018-007Finding:  Subrecipient MonitoringCFDA No.  17.259 WIA/WIOA Youth ActivitiesDepartment of Labor, Award Number - DE18-101, Award Year 2018Department of Labor, Award Number - DE17-02, Award Year 2017Department of Labor, Award Number - DE16-01, Award Year 2016Passed-through Colorado Department of Labor and Employment (CDLE)Criteria:  In accordance with 2 CFR 200.331(d) all pass-through entities must monitor the activities of subrecipients as necessary to ensure that the subaward is used for authorized purposes, in compliance with federal statues, regulations, and the terms and conditions of the subaward.  Monitoring must include reviewing financial and programmatic reports, follow up ensuring that subrecipients take timely and appropriate action on all deficiencies detected through audits, on-site reviews, and other means, and issuing a management decision on issues identified.Condition:  Denver Workforce Development (the Department) has a concern of unallowable labor expenses with one of their subrecipients.  The Department is currently working with the CDLE and the U.S. Department of Labor (USDOL) to resolve. Questioned Costs:  Not determinable at this time.Context:  The situation was identified and self reported by the subrecipient.  An alternative time and effort estimation methodology has been proposed by the subrecipient to support approximately $475,000 in salaries billed to the program based on inaccurate time and effort certifications.Effect:  Should the alternative methodology be deemed unacceptable by the USDOL, the expenditures would be deemed unallowable and could be recovered from the subrecipient or funded with nonfederal dollars.Cause:  The Department was willing to accept the alternative methodology and requested CDLE  approval.  CDLE has requested that the final decision be made by the USDOL. Identification as a Repeat Finding:  Not applicable.Recommendation:  We recommend that the Department continue to work with CDLE and USDOL to determine the appropriate course of action for this subrecipient situation.  Views of Responsible Officials:  We agree with the finding.  See separate report for planned corrective actions.
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	City and County of Denver 
	Status of Prior Audit Findings 
	Year Ended December 31, 2018  
	Reference Summary of Finding                                                                                                                          StatusNumber2017-005TANF Cluster - Eligibility, Reporting and Special Tests and Provisions - Sanctions - We recommend that DDHS continue to focus on improvement as the workforce portion of compliance is now maintained  by Partially implemented.  See finding DDHS.  This includes a unification of policies and systems which would bring workforce in line with the 2018-005.  See auditee document for rest of DDHS's monitoring procedures.  Until issues have been corrected additional monitoring may be planned corrective actions and required beyond those cases selected by CDHS along with additional staff training.  Finally, we summary schedule of prior audit recommend that the DDHS eligibility and workforce teams continue to use and monitoring of case findings.reviews within WMS to help identify potential areas for additional training.  
	2017-006HIV - Allowable Costs and Activities - We recommend the Department perform a detailed review of existing policies and procedures to help ensure that all supporting documentation is either included with transaction support in the system or at a minimum referenced to the location in which supporting documentation is maintained.  Invoices should include sufficient detail to determine the nature of services Implemented.without reference to the original contract.  Allocation summaries should be included with system documentation and clearly support the expenditure applied to the federal award.
	2017-007HIV - Cash Management - We recommend the Department develop written policies and procedures for cash management, including a required level of review, to help ensure that all expenditures are paid for Implementedprior to being requested for reimbursement.
	2017-008HIV - Level of Effort / Maintenance of Effort - We recommend that the Department develop a control Partially implemented.  See finding within the monthly reporting process to identify and monitor non-federal expenditures towards the 2018-006.  See auditee document for maintenance of effort requirement and to help ensure that funding allocations are at a level equal to or planned corrective actions and greater than the expenditures for the preceding fiscal year.  In situations where the funding level will be summary schedule of prior audit difficult to maintain we recommend requesting a waiver form the awarding agency. findings.
	2017-009HIV - Earmarking -We recommend that the Department develop a control in which administrative expenses can be easily tracked for both the Department and subrecipients. Implemented
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