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Opportunities in an Evolving 
Audit Environment 



Opportunities Within 
Existing Resources 

School Districts’ Fiscal Health 



Colorado Local Government Audit Law 

• All Local Governments submit audits 
– Include School Districts 

• Exemption Applications for Small 
Governments 

 



All this data 

• What can we do to be proactive with 
all this data? 

• Fiscal Health Analysis 
– Start with School Districts 

• Only 178 Districts 
 

Local Gov’ts 

School Districts 

School Districts 
identified in 

analysis 



Fiscal Health Analysis of School 
Districts 

• Examines current rolling 3-year 
period of audited financial statements 
– All School Districts are required to have 

audits 
• Uses a set of ratios and related 

benchmarks to evaluate financial 
indicators 
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Fiscal Health Analysis of School 
Districts 

• Financial Indicators to assess financial 
health: 
– The adequacy to meet obligations over the 

3-year period 
– Revenue coverage of debt service 

payments 
– Reserves available to cover future 

expenses 
– Amount added to the reserves for every $1 

in revenue 
– Increase or decrease to the reserves in the 

general fund 
 



Fiscal Health Analysis of School 
Districts 



Fiscal Health Analysis of School 
Districts 

• Final Report includes 
– List of Districts missing two or more 

financial benchmarks for past 3 years 
– Analysis of each District missing two or 

more financial benchmarks for current 
cycle, including 

• Explanation from District 
• Graphs of financial benchmarks 
• Map of State and location of district 
• Demographics of District 



Fiscal Health Analysis of School 
Districts 

• Benefits 
– Noted by Districts 

• Starts the conversation 
• Access to Legislative Audit Committee (8 

Legislators) 
• Promotes proactive analysis of data 

– Some Districts include information in their audit 
reports 

 



Fiscal Health Analysis of School 
Districts 

• How to create a Fiscal Health 
Analysis 
– Create a database 

• Capture three years of data to begin 
– Staff enter data as they review audits  

• Takes about 15 minutes/audit 
– Annually run data to determine those 

districts that have missed financial 
benchmarks 

– 450-500 staff hours to compile report  



Opportunities Within 
Existing Resources 

Annual Report:  Status of Outstanding 
Audit Recommendations 
 



Annual Report:  Status of Outstanding 
Audit Recommendations 

• Purpose of report 
– Track the implementation status of all 

recommendations 
– Identifies “high priority” outstanding 

recommendations 
– Provides Legislators information to hold 

auditees accountable to implement 
recommendations agreed to 
 



Annual Report:  Status of Outstanding 
Audit Recommendations 

• How implementation is determined 
– If the recommendation originated from 

the annual financial audit 
• Next annual audit determines 

implementation 
– If the recommendation originated from a 

performance or IT audit 
• Annual status request sent to each 

department/agency 
• Some desk reviews to confirm 

implementation 



Annual Report:  Status of Outstanding 
Audit Recommendations 



Annual Report:  Status of Outstanding 
Audit Recommendations 
Financial Audits 



Annual Report:  Status of Outstanding 
Audit Recommendations 

• High Priority outstanding financial 
recommendations 
– Past its original implementation date 

and 
• A “material weakness” or 
• A “significant deficiency” recommendation 

outstanding for 3 years or more or 
• A “not classified” (not an internal control 

deficiency) recommendation that has been 
outstanding for 5 years or more 



Annual Report:  Status of Outstanding 
Audit Recommendations 



Annual Report:  Status of Outstanding 
Audit Recommendations 

• High priority outstanding performance 
and IT recommendations 

 
– From a report that was released 3 years 

ago or more 



Annual Report:  Status of Outstanding 
Audit Recommendations 



Annual Report:  Status of Outstanding 
Audit Recommendations 

• Section for each 
department/agency 
includes 

- Graph of 
recommendations 

- Information on 
financial and 
performance 
recommendations 

• Includes tables for outstanding financial 
recommendations and performance/IT 
recommendations 

- Highlights each “high priority” recommendation 



Annual Report:  Status of Outstanding 
Audit Recommendations 

• How to create and utilize a report on 
outstanding audit recommendations 
– Create a database 
– We use administrative staff to enter 

recommendations and status reports 
– Find someone who does an amazing 

job with tables and graphs 
– Present information to audit committees 

and those charged with governance 



Opportunities Within 
Existing Resources 

NCAA Financial Data 
Compilation 
 



NCAA Financial Data Compilation 
 



NCAA Financial Data Compilation 

• The OSA contracts for the NCAA 
agreed upon procedures along with 
the financial audits of the higher 
education institutions 
– Division I schools every year 
– Division II schools every third year 

• Data available for compilation every 
three years 



NCAA Financial Data Compilation 



NCAA Financial Data Compilation 

• Analysis of athletic programs 
– By division 
– Coverage of expenses 

• Unsubsidized revenue/subsidized 

• Financial Aid by Sport 
– Unaudited information from each 

university/college 



NCAA Financial Data Compilation 



NCAA Financial Data Compilation 



NCAA Financial Data Compilation 



NCAA Financial Data Compilation 



NCAA Financial Data Compilation 

• Creating NCAA compilation report 
– Collect NCAA agreed upon procedures 

reports 
– Other data to add to the reporting 

• e.g. students receiving financial aid 
– Aggregate data 
– Create related charts and tables 
– Took about 400 staff hours to complete 

report  
 



Other Work 
Products 

Tax Expenditure Reports 
 



Tax Expenditure Reports 

• What is a Tax Expenditure? 
– Statutory definition (Section 39-21-302, 

C.R.S) 
• A tax provision that provides a gross or 

taxable income definition, deduction, 
exemption, credit or rate for certain 
persons, types of income, transactions, or 
property that results in reduced tax revenue 

– Must meet all three elements 
 



Tax Expenditure Reports 

• Legislature passed SB16-203 requiring 
the OSA to 
– Evaluate each of Colorado’s tax 

expenditures at least once every 5 years 
– Publish a multi-year tax expenditures 

evaluation schedule by September 15, 
2017 

– Publish the first annual evaluation report by 
September 14, 2018 

– Publish subsequent annual evaluation 
reports by September 15 each following 
year 
 



Tax Expenditure Reports 

• Evaluation must include for each 
expenditure 
– Summary (purpose, intent, or goal and 

intended beneficiaries) 
– Comparison to similar expenditures in 

other states 
– Determination if it is accomplishing its 

purpose; others with similar purpose 



Tax Expenditure Reports 

• Evaluation must include for each 
expenditure 
– Intended economic costs and benefits 
– Other programs that have the same 

purpose (state, federal, other); 
coordination improved 

– Data constraints 
– Performance measures 

 



Tax Expenditure Reports 

• Include, if possible 
– Cost-effectiveness 
– Impact to competition; addresses 

stakeholder needs 
– Effect on local taxing jurisdictions 

 



Tax Expenditure Reports 

• Creating a comprehensive list 
– Considerations 

• State’s taxpayers use Federal Taxable 
Income v. Federal Adjusted Gross Income 

• Little or no actual revenue impact (not 
claimed by any taxpayers) 

• Items that reduce fees 
– Reduced fee for certain military license plates 

• Identified approximately 275 potential 
tax expenditures 
 



Tax Expenditure Reports 

• Narrowing the list 
• Questions to consider 

– Is it a state provision? 
• SB16-203 requires evaluation of the “state’s 

tax expenditures” 
– Does it have a tax impact? 

• TABOR:  Tax v. Fee 
– Does it apply only to a subset? 

• Federal Taxable Income v. Federal Adjusted 
Gross 

 



Tax Expenditure Reports 

• Questions to Consider 
– Does/could it reduce state revenue? 

• Actual v. Potential reduction of revenue 
– Can the state legally collect the taxes? 

• Colorado’s Tribal Income Tax Exemption 
– Is it outside of the State’s annual 

budget/appropriation process? 
• Senior & Disabled Veteran Property Tax 

Exemption 

 



Tax Expenditure Reports 

• Narrowing the list 
• After analysis 

– 208 tax expenditures 
 



Tax Expenditure Reports 

• SB16-203 Requirements for 
Schedule 
– Endeavor to schedule 

• Oldest tax expenditures first 
• Tax expenditure with a statutory repeal date 

– Included on report the year prior to repeal 

 



Tax Expenditure Reports 

• Challenges 
– Some expenditures are very old 

• 1913 is the oldest on the list 
– Expenditures might be repealed/re-

enacted multiple times 
– Expenditures might be moved in statute 

or changes significantly 
 



Tax Expenditures Reports 
Information on Schedule 

• First Report to be made public September 14, 2018 



Tax Expenditure Reports 

• About 27 other states conduct some 
type of tax expenditure evaluations 
– Sample number of expenditures 

evaluated 
• Washington 627 
• Oregon 367 
• Minnesota 311 
• Connecticut 150 (only $100k+ 

expenditures) 
• California 76 (only Corporate and Individual 

taxes) 

 



Tax Expenditures Reports 

• Developing our process 
– Learn everything we can from other 

states, nonprofits 
– Evaluate requirements and existing 

statutes 
– Judgment 

• Ask for forgiveness not permission 
 



1525 Sherman Street, 7th Floor, Denver, Colorado 80203 
 

303.869.2800 
 

http://www.colorado.gov/auditor/ 
 

@COStateAuditor 
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