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INDEPENDENT AUDITOR’S REPORT



Plutt Hanson, P.C.

Certified Public Accountants

Independent Auditor’s Report

Finance and Budget Committee of the Board of Directors
Denver Regional Council of Governments
Denver, Colorado

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and the major
fund of the Denver Regional Council of Governments, as of and for the year ended December 31, 2016,
and the related notes to the financial statements, which collectively comprise the Denver Regional
Council of Governments basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. 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. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

4 8156 S Wadsworth Blvd, Suite 176 4 Littleton, Colorado 80128 4 phone (303) 718-7317 4 fax (303) 683-0840 4
4 Member American Institute of Certified Public Accountants 4 Member Colorado Society of Certified Public Accountants 4
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and the major fund of the Denver Regional
Council of Governments, as of December 31, 2016, and the respective changes in financial position and
the budgetary comparison for the General Fund for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 4-12 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Denver Regional Council of Governments’ basic financial statements. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards, 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 basic 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 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 17, 2017
on our consideration of the Denver Regional Council of Governments’ internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing



of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
Denver Regional Council of Governments’ internal control over financial reporting and compliance.

Plwtt Hanson, P.C.

May 17, 2017



MANAGEMENT'S DISCUSSION AND ANALYSIS



DENVER REGIONAL COUNCIL OF GOVERNMENTS

Management’s Discussion and Analysis
As of and for the Year Ended December 31, 2016

As management of the Denver Regional Council of Governments (DRCOG), Denver, Colorado, we offer
readers of DRCOG’s basic financial statements this narrative overview and analysis of the financial
activities of DRCOG for the fiscal year ended December 31, 2016.

Financial Highlights

e The assets of DRCOG exceeded its liabilities at the close of 2016 by $7,781,600. Of this total,
$7,409,815, or 95%, is unrestricted and may be used to meet DRCOG’s obligations to the public and
creditors.

e DRCOG’s total net position increased $365,365.
e The total cost of DRCOG’s programs decreased $1,045,999 or 3.4%, compared to 2015.
e Total revenues decreased $422,866 or 1.4%, compared to 2015.

e The General Fund reported a fund balance of $8,064,278 as of December 31, 2016, an increase of
$384,672. Of this amount, $8,008,364 , or 99.3% is either assigned or unassigned.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to DRCOG’s basic financial
statements. DRCOG’s basic financial statements comprise three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report
also contains other supplementary information in addition to the basic financial statements themselves.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of
DRCOG’s finances, in a manner similar to a private-sector business. The government-wide financial
statements include the statement of net position and the statement of activities.

The statement of net position presents information on all of DRCOG’s assets and liabilities, with the
difference between the two reported as net position. Over time, increases or decreases in net position
may serve as a useful indicator of whether the financial position of DRCOG is improving or deteriorating.

The statement of activities presents information showing how DRCOG’s net position changed during the
most recent fiscal year. All changes in net position are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses
are reported in this statement for some items that will only result in cash flows in future fiscal periods
(e.g., unused compensated absences).



Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. DRCOG uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Governmental funds. Governmental funds are used to account for essentially the same functions as
governmental activities in the government-wide financial statements. However, unlike the government-
wide financial statements, governmental fund financial statements focus on near-term inflows and
outflows of spendable resources, as well as on balances of spendable resources available at the end of
the year. Such information may be useful in evaluating a government’s near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of
revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

DRCOG maintains one governmental fund. Information is presented separately in the governmental
fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in
fund balance for the General Fund, which is considered to be a major fund.

DRCOG adopts an annual appropriated budget for its General Fund. A budgetary comparison statement
has been provided for the General Fund to demonstrate compliance with the budget.

Notes to the financial statements. The notes to the basic financial statements provide additional
information that is essential to a full understanding of the data provided in the government-wide and
fund financial statements.

Supplemental information. In addition to the basic financial statements and accompanying notes, this
report also presents certain reports required by the Single Audit Act of 1984 (as amended in 1986).

Government-wide Financial Analysis
Analysis of Net Position

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. The analysis below focuses on the net position and changes in net position of DRCOG’s
governmental activities. At the end of the current fiscal year, DRCOG is able to report positive balances
in all categories of net position.



Table 1 presents an analysis of DRCOG’s net position as of December 31, 2016. DRCOG’s assets
exceeded liabilities by $7,781,600 at the close of 2016. Total net position increased by $365,365 in
2016. The increase is comprised of the following:

e Total assets increased $504,475 to $11,352,423. This mainly included an increase in cash and
investments of $598,758, a decrease in receivables of $71,181 and an increase in net
depreciable assets of $3,210 caused by the amount by which capital outlays of $39,638
exceeded depreciation expense of $36,428.

e Total liabilities increased $155,785 to $3,324,559 due to an increase in accounts payable of
$11,392 deferred revenue of $108,182 and compensated absences of $39,192. The liability for
accrued wages and related liabilities increased by $22,517.

Table 1
Denver Regional Council of Governments
Summary of Net Position

Governmental Activities

2016 2015
Assets
Current assets S 10,980,638 S 10,479,373
Capital assets 371,785 368,575
Total assets 11,352,423 10,847,948
Liabilities
Current liabilities 3,324,559 3,168,774
Long-term liabilities 246,264 262,939
Total liabilities 3,570,823 3,431,713
Net Position
Net Investment in capital assets 371,785 368,575
Unrestricted 7,409,815 7,047,660
Total net postion S 7,781,600 S 7,416,235

The largest portion of DRCOG’s net position amounting to $7,409,815 is unrestricted and may be used to
meet DRCOG’s obligations to the public and creditors.



Analysis of Changes in Net Position

As presented in Table 2, DRCOG’s overall net position increased $365,365 compared to a decrease of
$257,768 during 2015.

Governmental revenues decreased $422,866 or 1.4% compared to 2015. The decrease was due
primarily to decreases in in-kind services related to federal grants.

Governmental expenses decreased $1,045,999, or 3.4% from 2015. The decrease was due primarily to
decreases in in-kind services related to federal grants and other contractual expenses.

Table 2
Denver Regional Council of Governments
Summary of Changes in Net Position
For Years as Stated

Governmental Activities
Revenues 2016 2015
Program revenues
Permits, fees, and

charges for services S 2,761,690 S 2,328,725
Operating grants and contributions 26,358,969 26,096,428
General Revenues
In-kind Services 582,694 1,690,795
Net Investment Income 24,735 18,040
Miscellaneous Income 25,644 42,610
Total revenues 29,753,732 30,176,598
Expenses
Contract and Project Administration 29,388,367 30,434,366
Change in net position 365,365 (257,768)
Net Position - Beginning 7,416,235 7,674,003
Net Position - Ending S 7,781,600 S 7,416,235




The following graph provides visual representations of the expenses and revenues for governmental
activities for 2016.
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Financial Analysis of DRCOG’s Fund

As noted earlier, DRCOG uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

The focus of DRCOG’s governmental fund is to provide information on near-term inflows, outflows, and
balances of spendable resources. This information is necessary to assess DRCOG’s financing
requirements. Types of governmental funds reported by DRCOG include the General Fund. In
particular, unreserved fund balance may serve as a useful measure of a government’s net resources
available for spending at the end of the year.

The General Fund is the primary operating fund of DRCOG. At December 31, 2016, the General Fund
reported ending fund balances of $8,064,278, an increase of $384,672 compared to 2015 of $7,679,606.

$8,008,364 or 99.3%, constitutes assigned and unassigned fund balance, which is available for spending
at DRCOG’s discretion. Of that balance, Management and the Board of Directors have assigned
$3,434,166 as follows:

Balance Additions/ Balance

12/31/15 Deletions 12/31/16
Denver Regional Aerial Photography Program (DRAPP) S 567,274 S 192,032 S 759,306
FIRE Program 6,887 8,643 15,530
Vanpool 1,720,751 (311,903) 1,408,848
Way to Go 925,378 11,424 936,802
Subsequent Year's Expenditures 647,203 (333,523) 313,680

S 3,867,493 S (433,327) S 3,434,166

The above amount, “Subsequent Year’s Expenditures,” represents the amount of existing reserves
approved to be used in the subsequent budget year.

As a measure of the General Fund’s liquidity, it may be useful to compare total fund balance to total
fund expenditures. Fund balance represents 27.5% of total General Fund expenditures compared to
25.1% in 2015.



The following graphs provide visual representations of the expenditures and revenues for the General
Fund for 2016.
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Fund Balance represents the accumulated excess of revenues over expenditures and therefore reflects
cumulative results over time. Total Fund Balance consists of nonspendable, assigned and unassigned
portions. Only the unassigned portions are available to finance future operations.

Components of General Fund Balance
2012 - 2016
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$5,000,000
$4,000,000
$3,000,000 -
$2,000,000 —
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S0

B Assigned

O Nonspendable

O Unassigned

2012 2013 2014 2015 2016

Budgetary Highlights

A budgetary comparison statement is part of the Basic Financial Statements. During the year, DRCOG
did not exceed budgeted appropriations.

Capital Assets Administration

As can be seen from the table below, DRCOG’s investment in capital assets as of December 31, 2016
amounts to $371,785 (net of accumulated depreciation). This investment in capital assets includes
vehicles, equipment and furniture and fixtures. The most significant change to DRCOG’s capital assets
was the purchase of equipment of $39,638 and depreciation expense of $36,428.

Capital Assets at Year-end
(Net of Depreciation)

Governmental
Activities
2016 2015
Electronic Equipment and Software S 283,996 S 271,419
Furniture, Fixtures and Equipment 87,789 97,156

S 371,785 S 368,575

Additional information on capital assets can be found in the notes to the financial statements (Note 4).

11



Economic Factors and Next Year’s Budgets and Rates

Like 2015, Colorado and Metro Denver saw improvements in most economic indicators in 2016.
Colorado continued to outpace the nation in employment growth. As companies consistently increased
staffing levels and Colorado’s labor force continued to tighten, the unemployment rate in 2016 of 3.3
percent reached the lowest annual average since 2000 (2.8 percent). Colorado’s unemployment rate
remained below the national rate for the 12th consecutive year. Based on year-to-date labor force data
through November 2016, the state was on pace to have the seventh lowest average annual
unemployment rate for 2016. The state’s unemployment situation is expected to remain strong with
unemployment predicted to average 3.8 percent in 2017. The rate is expected to tick up as employment
growth slows and more people enter the labor force. DRCOG’s employment average surpassed the 100
employee mark early in 2017 and is expected to grow conservatively with the addition of new programs
in the Area Agency on Aging division. The indirect rate will decrease in July of this year.

Requests for Information
This financial report is designed to provide a general overview of DRCOG’s finances for all those with an
interest in DRCOG's finances. Questions concerning any of the information provided in this report or

requests for additional financial information should be addressed to the Denver Regional Council of
Governments, 1290 Broadway, Suite 100, Denver, Colorado 80203-5606.

12
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DENVER REGIONAL COUNCIL OF GOVERNMENTS

STATEMENT OF NET POSITION
December 31, 2016

Assets
Current Assets
Cash & Cash Equivalents
Investments
Contracts Receivable
Requisitioned
State Grants
Federal Grants
Unrequisitioned
Local Grants
State Grants
Accounts Receivable
Prepaid Expense

Total Current Assets
Noncurrent Assets
Depreciable Assets
Accumulated Depreciation

Total Noncurrent Assets

Total Assets
Liabilities
Current Liabilities
Accounts Payable
Accrued Wages and Related Liabilities
Unearned Revenue
Compensated Absences

Total Current Liabilities
Noncurrent Liabilities
Compensated Absences - Long-term

Total Noncurrent Liabilities

Total Liabilities

Net Position
Net Investment in Capital Assets
Unrestricted

Total Net Position

2,147,311
3,828,567

1,094,046
2,603,010

98,305
600,836
552,649

55,914

10,980,638

1,278,073
(906,288)

371,785

11,352,423

2,486,474
306,704
123,182
408,199

3,324,559

246,264

246,264

3,570,823

371,785
7,409,815

7,781,600

The notes to the financial statements are an integral part of this statement.



DENVER REGIONAL COUNCIL OF GOVERNMENTS

STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2016

Net (Expense)
Revenues and
Changes in Net

Program Revenues Position
Permits, Fees, Operating Total
and Charges Grants and Governmental
Function/Program Activities Expenses for Services Contributions Activities
Governmental Activities
Contract and Project Administration S 29,388,367 S 2,761,690 S 26,358,969 S (267,708)
Total Governmental Activities S 29,388,367 S 2,761,690 S 26,358,969 (267,708)
General Revenues
In-kind Services 582,694
Net Investment Income 24,735
Miscellaneous Income 25,644
Total General Revenues 633,073
Change in Net Position 365,365
Net Position - Beginning 7,416,235
Net Position - Ending S 7,781,600

The notes to the financial statements are an integral part of this statement.
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DENVER REGIONAL COUNCIL OF GOVERNMENTS

BALANCE SHEET
GOVERNMENTAL FUND - GENERAL FUND

December 31, 2016

Assets
Cash & Cash Equivalents
Investments
Contracts Receivable
Requisitioned
State Grants
Federal Grants
Unrequisitioned
Local Grants
State Grants
Accounts Receivable
Prepaid Expense

Total Assets
Liabilities
Accounts Payable
Accrued Wages and Related Liabilitis

Other Liabilities
Unearned Revenue

Total Liabilities

Fund Balance
Nonspendable
Prepaid Expense
Assigned

Denver Regional Aerial Photography Program (DRAPP)

FIRE Program

Vanpool

Way to Go

Subsequent Year's Expenditures
Unassigned

Total Fund Balance

Total Liabilities and Fund Balance

S 2,147,311
3,828,567

1,094,046
2,603,010

98,305
600,836
552,649

55,914

$ 10,980,638

S 2,486,474
186,626
120,078
123,182

2,916,360

55,914

759,306
15,530
1,408,848
936,802
313,680
4,574,198

8,064,278

$ 10,980,638

The notes to the financial statements are an integral part of this statement.



DENVER REGIONAL COUNCIL OF GOVERNMENTS

RECONCILIATION OF THE GOVERNMENTAL FUND
BALANCE SHEET TO THE STATEMENT OF NET POSITION
December 31, 2016

Total Fund Balance - Governmental Fund S 8,064,278

Total net position reported for governmental activities in the statement
of net position is different because:

Capital assets used in governmental activities are not financial resources and
therefore are not reported in the funds.

Capital Assets, net of $906,288 accumulated depreciation 371,785

Long-term liabilities applicable to DRCOG's governmental activities are
not due and payable in the current period and accordingly are not
reported as fund liabilities. All liabilities - both current and long-term -
are reported in the statement of net position.

Balances at December 31, 2016 are:

Compensated Absences (654,463)

Net Position - Governmental Activities S 7,781,600

The notes to the financial statements are an integral part of this statement.
16



DENVER REGIONAL COUNCIL OF GOVERNMENTS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUND - GENERAL FUND

For the Year Ended December 31, 2016

Revenues
Participating Member Dues 1,354,400
Federal Grants 9,637,786
State Grants 2,287,419
Local Grants 91,890
In-kind Service Contribution 582,694
Vanpool 888,652
Denver Regional Aerial Photography Program (DRAPP) 1,000,863
Service Income:
EcoPass 337,542
FIRE Program 28,900
Other 39,985
Investment Income 24,735
Miscellaneous Income 25,644
Pass-through Grant Funds 13,453,222
Total Revenues 29,753,732
Expenditures
Current
Salaries and Benefits 8,927,400
Other Contractual Services
Pass-through Grant Funds 13,453,222
Consulting and Other Contractual 3,364,181
In-kind Services 673,714
Travel 140,918
Printing Services 41,398
Information Technology Services 354,680
Other Services and Supplies 2,373,909
Capital Outlay 39,638
Total Expenditures 29,369,060
Net Change in Fund Balance 384,672
Fund Balance - Beginning of Year 7,679,606
Fund Balance - End of Year S 8,064,278

The notes to the financial statements are an integral part of this statement.
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DENVER REGIONAL COUNCIL OF GOVERNMENTS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE OF THE GOVERNMENTAL FUND TO THE STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2016

Net Change in Fund Balance - Governmental Fund S 384,672

Amounts reported for governmental activities in the statement of activities
are different because:

Governmental funds report capital outlays as expenditures. However, in

the statement of activities the cost of those assets is allocated over their

estimated useful lives and reported as depreciation expense. This is the

amount by which capital outlays $39,638 exceeded depreciation expense

($36,428) in the current period. 3,210

Some expenses reported in the statement of activities do not require the
use of current financial resources and therefore are not reported as
expenditures in governmental funds.
Adjustment to compensated absences liability (22,517)

Change In Net Position - Governmental Activities S 365,365

The notes to the financial statements are an integral part of this statement.
18



DENVER REGIONAL COUNCIL OF GOVERNMENTS

GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For the Year Ended December 31, 2016
(With Comparative Totals for the Year Ended December 31, 2015)

Revenues

Participating Member Dues

Federal Grants

State Grants

Local Grants

In-kind Service Contribution

Vanpool

Denver Regional Aerial Photography
Program (DRAPP)

Service Income:
Guaranteed Ride Home
FIRE Program
Other

Investment Income

Miscellaneous Income

Pass-through Grant Funds

Total Revenues
Expenditures
Current

Salaries and Benefits

Other Contractual Services
Pass-through Grant Funds
Consulting and Other Contractual
In-kind Services

Travel

Printing Services

Information Technology Services

Other Services and Supplies

Capital Outlay

Debt Service

Total Expenditures

Net Change in Fund Balance
Fund Balance - Beginning of Year

Fund Balance - End of Year

The notes to the financial statements are an integral part of this statement.

Variance with

Original Final Budget -

and Final Actual Positive 2015

Budget Amounts (Negative) Actual
S 1,357,100 S 1,354,400 S (2,700) S 1,287,400
11,453,997 9,637,786 (1,816,211) 10,263,609
2,129,161 2,287,419 158,258 1,884,990
1,901,543 91,890 (1,809,653) 174,134
687,184 582,694 (104,490) 1,690,795
- 888,652 888,652 680,436
- 1,000,863 1,000,863 623,333
321,626 337,542 15,916 332,854
16,000 28,900 12,900 58,615
6,949 39,985 33,036 26,523
30,000 24,735 (5,265) 18,040
- 25,644 25,644 42,610
12,768,124 13,453,222 685,098 13,093,259
30,671,684 29,753,732 (917,952) 30,176,598
10,118,511 8,927,400 1,191,111 8,853,231
12,768,124 13,453,222 (685,098) 13,093,259
4,048,349 3,364,181 684,168 4,033,549
687,184 673,714 13,470 1,690,795
222,201 140,918 81,283 63,127
58,153 41,398 16,755 18,880
562,400 354,680 207,720 288,591
2,808,875 2,373,909 434,966 2,226,510
201,840 39,638 162,202 110,942
157,794 - 157,794 157,794
31,633,431 29,369,060 2,264,371 30,536,678
(961,747) 384,672 1,346,419 (360,080)
6,735,168 7,679,606 944,438 8,039,686
S 5,773,421 S 8,064,278 S 2,290,857 S 7,679,606
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NOTE1l: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements have been prepared in accordance with generally accepted
accounting principles applicable to governmental units. A summary of the Denver Regional Council of
Governments' (DRCOG) significant accounting policies consistently applied in the preparation of these
financial statements follows.

Definition of Reporting Entity

DRCOG is a mechanism for uniting intergovernmental planning, policy making and action. It is a blend of
56 local governments in the Denver region into a single agency. Formed in 1955 as the Inter-County
Regional Planning Association, DRCOG is a voluntary association of city and county governments within
the nine county state planning and management region. The members include Adams, Arapahoe,
Boulder, Clear Creek, Douglas, Gilpin, and Jefferson counties, the City and County of Denver, the City
and County of Broomfield and 47 municipalities.

The functions for DRCOG include:

Promoting regional cooperation
Coordinating between local governments
Resolving common problems

Performing regional planning
Encouraging orderly development
Providing services to members

VVYVYVVYYVY

DRCOG follows the Governmental Accounting Standards Board (GASB) accounting pronouncements
which provide guidance for determining which governmental activities, organization and functions
should be included within the financial reporting entity. GASB pronouncements set forth the financial
accountability of a governmental organization's elected governing body as the basic criterion for
including a possible component governmental organization in a primary government's legal entity.
Financial accountability includes, but is not limited to, appointment of a voting majority of the
organization's governing body, ability to impose its will on the organization, a potential for the
organization to provide specific financial benefits or burdens and fiscal dependency.

Based upon the application of these criteria, no additional organizations are included within DRCOG's
reporting entity.

Government-wide and Fund Financial Statements
The government-wide financial statements (i.e., the Statement of Net Position and Statement of

Activities) report information on all activities of the government. Governmental activities are supported
mainly by membership dues and intergovernmental revenues.
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The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include: 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services or privileges provided by a given function or
segment; and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Items not properly included among program
revenues are reported instead as general revenues.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider have
been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as
they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the government considers revenues to be available if they are collected within 60 days
of the end of the current fiscal period. The major sources of revenue susceptible to accrual are grants.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However,
expenditures related to compensated absences are recorded only when payment is due.

DRCOG reports the following major governmental fund:
The General Fund is the operating fund of DRCOG. It accounts for all of its financial resources.

When both restricted and unrestricted resources are available for use, it is DRCOG's policy to use
restricted resources first, then unrestricted resources as they are needed.

Cash and Investments

DRCOG pools cash resources of its various projects in order to facilitate the management of cash. Cash
is pooled in interest-bearing accounts. Cash applicable to a particular project is readily identifiable. The
balance in the pooled cash accounts is available to meet current operating requirements.

Investments for DRCOG are reported at fair value. The fair value is determined by the closing trading

value of the investment at year-end. Fair values were based on quoted market rates as of December 31,
2016.
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Contract Receivables

Contract receivables are mainly grant receivables from federal and state governments and include
amounts due from grantors at the time reimbursable project costs are incurred.

Accounts Receivables

Receivables are reported at their gross value and, where appropriate, are reduced by the estimated
portion that is expected to be uncollectible.

Prepaid Assets

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items in both the government-wide and fund financial statements. A portion of fund balance of
the general fund is classified as non-spendable for prepaid items in the amount of $55,914.

Capital Assets

Capital assets, which include furniture, fixtures and equipment, are reported in the governmental
activities column in the government-wide financial statements. Capital assets are defined by DRCOG as
assets with an initial, individual cost of more than $500. Such assets are recorded at historical cost or
estimated historical cost if purchased or constructed. Donated capital assets are recorded at estimated
fair market value at the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the assets or materially
extend assets' lives are not capitalized.

Furniture, fixtures, equipment and vehicles of DRCOG are depreciated using the straight-line method
over the following estimated useful lives:

Assets 7 years
Furniture and Fixtures 10 years
Equipment 4 -5 years
Vehicles 7 years

Unearned Revenue

Unearned revenues are those where asset recognition criteria have been met, but for which revenue
recognition criteria have not been met.

Long-term Obligations
In the government-wide financial statements, long-term obligations are reported as liabilities in the

governmental activities statement of net position. Acquisitions under capital leases are reported as
other financing sources.
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Compensated Absences

Vested amounts are those which accrue to the employee even if the employee terminates. Leave vests
with the employees to various maximum amounts, based on lengths of employment from less than one
year to twenty years. A liability for these amounts is reported in governmental funds only if they have
matured, for example, as a result of employee resignations and retirements.

Net Position and Fund Equity
Net Position

The government-wide financial statements utilize a net position presentation. Net position is
categorized as net investment in capital assets and unrestricted.

Net investment in capital assets is intended to reflect the portion of net position that is associated with
non-liquid, capital assets.

Unrestricted Net Position represents assets that do not have any third party limitations on their use.
Fund Balances

Generally, fund balance represents the difference between the current assets and current liabilities. In
the fund financial statements, governmental funds report fund balance classifications that comprise a
hierarchy based primarily on the extent to which DRCOG is bound to honor constraints on the specific
purposes for which amounts in those funds can be spent.

The following classifications describe the relative strength of the spending constraints:

Non-spendable - Fund balances are reported as non-spendable when amounts cannot be spent
because they are either (a) not in spendable form (i.e., items that are not expected to be
converted to cash) or (b) legally or contractually required to be maintained intact.

Restricted fund balance - amounts constrained to specific purposes by their providers (such as
grantors and higher levels of government), through constitutional provisions, or by enabling
legislation.

Committed - amounts that can be used only for specific purposes determined by a formal action
of the Board of Directors of DRCOG. The Board of Directors is the highest level of decision-
making authority for DRCOG. Commitments may be established, modified or rescinded only
through resolutions approved by the Board of Directors.

Assigned - Fund balances are reported as assigned when amounts are constrained by the intent

to be used for specific purposes, but are neither restricted nor committed. Under DRCOG’s
policy, the Executive Director may assign amounts for specific purposes.
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DRCOG reports the following assigned fund balances:

Denver Regional Aerial Photography Program (DRAPP) S 759,306
FIRE Program 15,530
Vanpool 1,408,848
Way to Go 936,802
Subsequent Year's Expenditures 313,680

S 3,434,166

Program assigned amounts were accumulated from excess revenues over expenditures for
these respective programs. DRCOG assigns these excess revenues to be spent in the programs
in which they were accumulated.

Unassigned - Fund balances are reported as unassigned as the residual amount when the
balances do not meet any of the above criterion. Through resolution, the Finance and Budget
Committee of the Board of Directors has adopted a financial standard maintaining a fund
balance equal to three months’ expenditures. Based on prior year expenses and contractual
obligations, that amount would total approximately $8,000,00 to $10,000,000. At December 31,
2016, this percentage was 30.0 percent.

Flow Assumptions - When both restricted and unrestricted amounts of fund balance are
available for use for expenditures incurred, it is DRCOG’s policy to use restricted amounts first
and then unrestricted amounts as they are needed. For unrestricted amounts of fund balance,
it is DRCOG’s policy to use fund balance in the following order:

e Committed
¢ Assigned
e Unassigned

Budget and Budgetary Accounting

Revenues and expenditures of the general fund are controlled by budgetary accounting to provide a
sound basis for planning and management of DRCOG's programs. In November of the previous year, an
annual budget is adopted by formal resolution. The budget is prepared on the same basis that is used
for accounting purposes. Budget authority lapses at year-end.

Budgeted amounts reported in the accompanying required supplemental information are as originally

adopted and as amended by the Finance and Budget Committee of the Board of Directors throughout
the year. There were no budget amendments during the year.
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In-kind Service Contributions

Contributed services performed by various contracting parties on assisted projects are valued at cost to
the contracting party as of the date the services are performed. Equal amounts of revenue and
expenditures are recorded to reflect these contributions.

Assisted Projects

All grants and contracts awarded to DRCOG are referred to as assisted projects. Records are maintained
whereby expenditures incurred are recorded in separate project accounts in the general fund.

Indirect Costs

DRCOG allocates indirect costs to assisted projects in accordance with the Office of Management and
Budget (OMB) Circular A-87. Actual expenditures specifically identifiable with individual grants are
charged directly to those grants. Indirect costs necessary to sustain overall operations are allocated as a
percentage of total direct labor costs charged to the projects.

NOTE 2:  DEPOSITS AND INVESTMENTS

DRCOG is governed by the deposit and investment limitations of state law. Deposits and investments
held at December 31, 2016 are reported at fair value as follows:

Demand Deposits S 2,147,311
Time Deposits 2,544,772
Investments 1,283,795

Total Cash and Investments S 5,975,878

Deposits

Custodial credit risk — deposits:

Custodial risk for deposits is the risk that, in the event of a failure of a depository financial institution,
DRCOG will not be able to recover its deposits or will not be able to recover collateral securities that are
in possession of an outside party. DRCOG’s deposit policy is in accordance with CRS 11-10.5-101, the
Colorado Public Deposit Protection Act (PDPA), which governs investment of public funds. PDPA
requires that all units of local government deposit cash in eligible public depositories. State regulators
determine eligibility. Amounts on deposit in excess of federal insurance levels (5250,000) must be
collateralized. The eligible collateral is determined by the PDPA. PDPA allows the institution to create a
single collateral pool for all public funds. The pool for all the uninsured public deposits as a group is to
be maintained by another institution or held in trust. The market value of the collateral must be at least
equal to 102% of the aggregate uninsured deposits. The institution's internal records identify the
collateral by depositor and as such, these deposits are considered to be uninsured but collateralized.
The State Regulatory Commissions for banks and financial services are required by statute to monitor
the naming of eligible depositories and reporting of the uninsured deposits and assets maintained in the
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collateral pools. At December 31, 2016, DRCOG’s deposits amounting to $4,893,473 were insured by
federal depository insurance or collateralized with securities held by third parties in DRCOG’s name, and
consequently were not exposed to custodial credit risk.

Investments

DRCOG’s investment policy limits investment maturities as a means of managing its exposure to fair
value losses arising from increasing interest rates. Maturities of investments held at December 31,
2016, are provided in the previous schedule and are tiered to mature at intervals within a five year
maximum range.

Investment credit risk

This is the risk that an issuer of an investment will not fulfill its obligation to the holder of the
investment. This is measured by the assignment of a rating by a nationally recognized statistical rating
organization. Debt securities of the U.S. government and obligations of U.S. government agencies that
are explicitly guaranteed by the U.S. government are not considered to have credit risk.

DRCOG’s investment policy follows state statutes (C.R.S. 24-75-601 through 24-75-603) which limit its
investment choices as follows:

e Obligations of the United States, certain U.S. government agency securities and securities of the
World Bank

e General obligation and revenue bonds of US local government entities

e Certain certificates of participation

e Certain securities lending agreements

e Bankers' acceptances of certain banks

e Commercial paper

e Written repurchase agreements and certain reverse repurchase agreements collateralized by
certain authorized securities

e Certain money market funds

e Guaranteed investment contracts

e Local government investment pools
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Presented below are the investments held by DRCOG and the actual ratings as of December 31, 2016 for
each investment type.

Fair Investment
Investments: Rating (1) Value Portfolio
Federal National Mortgage Association (FNMA) AAA S 119,868 9.3%
Corporate Bonds AAA 962,988 75.0%
Corporate Bonds AA 200,939 15.7%
Total Investments S 1,283,795 100.0%

(1) Per Moody's
Interest rate risk
Changes in market interest rates could adversely affect the fair value of an investment. Generally, the
longer the maturity of an investment, the greater the sensitivity of its fair value to changes in market
rates. The schedule below indicates the interest rate risk of DRCOG’s investments at December 31,

2016.

Investment Maturities (In Years)

Less Than:
Investment Type Fair Value 1 1-5
Federal National Mortgage Association S 119,868 S 119,868 S -
Corporate Bonds 1,163,927 706,583 457,344
S 1,283,795 S 826,451 S 457,344

One of the ways DRCOG manages its exposure to interest rate risk is by purchasing a combination of
shorter-term and longer-term investments and by timing cash flows from maturities so that a portion of
the portfolio is maturing or coming close to maturity evenly over time as necessary to provide the cash
flow and liquidity needed for operations.

Concentration of credit risk

Concentration of credit risk is the risk of a loss attributed to the magnitude of an entity’s investment in a
single issuer. DRCOG places no limit on the amount it may invest in any one issuer. However, it is the
intent of DRCOG to diversify the investment instruments within the portfolio to avoid incurring
unreasonable risks inherent in over investing in specific instruments, individual financial institutions or
maturities. At year end, more than 5 percent of DRCOG’s investments were held in the Federal National
Mortgage Association (9.3%), Johnson & Johnson (8.2%), Westpac Banking Corp. (15.7%), Microsoft
Corp. (8.2%), Exxon Mobil (11.8%), Barclays Bank PLC (11.7%), Credit Suisse New York (11.7%), National
City Bank (7.8%) and American Express (15.6%).
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NOTE 3: CONTRACTS RECEIVABLE
Contracts receivable — requisitioned balances consist of the following at December 31, 2016:

Requisitioned Contracts Receivable:
State Government:

Colorado Department of Human Services S 2,305,987
Colorado Department of Local Affairs 4,806
Colorado Department of Transportation 1,386,263

Total State Government S 3,697,056

Contracts receivable — un-requisitioned balances consist of the following at December 31, 2016:

Un-requisitioned Contracts Receivable:
Local Government:

Other S 98,305
State Government:

Colorado Department of Human Services 584,307

Colorado Department of Local Affairs 7,229

Colorado Department of Transportation 9,300

Total State Government 600,836

Total Un-requisitioned Contracts Receivable S 699,141
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NOTE 4: CAPITAL ASSETS
Balance Balance
December 31, December 31,
2015 Additions Dispositions 2016
Governmental Activities
Depreciable Assets
Furniture, Fixtures and Equipment S 218,922 S 4352 S 9,735 S 213,539
Vehicles 132,417 - 39,778 92,639
Electronic Equipment and Software 1,029,948 35,286 93,339 971,895
Total Capital Assets Being Depreciated 1,381,287 39,638 142,852 1,278,073
Less Accumulated Depreciation:
Furniture, Fixtures and Equipment 121,766 13,719 9,735 125,750
Vehicles 132,417 - 39,778 92,639
Electronic Equipment and Software 758,529 22,709 93,339 687,899
Total Accumulated Depreciation 1,012,712 36,428 142,852 906,288
Governmental Activities Capital Assets, Net  $ 368,575 § 3210 S - S 371,785

Depreciation expense was charged to functions/programs of DRCOG as follows:

Governmental activities:
Contract and project administration $ 36,428

NOTE5: LONG-TERM OBLIGATIONS

Long-term obligation activity for the year ended December 31, 2016 was as follows:

Beginning Net Ending Current
Balance Change Balance Portion

Governmental Activities:
Compensated Absences S 631,946 S 22,517 S 654,463 S 408,199

NOTE 6: LEASE OBLIGATIONS
Operating Lease

In 2007, DRCOG entered into an office lease agreement for a term of ten and one-quarter years
commencing December 2007 through March 2018. In August, 2012, the lease was amended in order to
decrease base lease payments through March 2018 by approximately 10% and extended the lease term
to March 31, 2021. The amount expended during the year ended December 31, 2016 as lease payments
was $789,840.
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The following is a schedule of estimated annual lease payments as of December 31, 2016:

Minimum
Lease

Year Ending December 31, Payments
2017 S 745,378
2018 770,861
2019 796,344
2020 821,827
2021 207,049
Total minimum lease payments S 3,341,459

NOTE 7:  RETIREMENT PLAN

DRCOG provides pension benefits for all of its full-time employees through a single employer defined
contribution plan under Section 401 of the Internal Revenue Code. The plan was established by the
Council and is maintained and administered by the International City Managers Association Retirement
Corporation (ICMA-RC). Plan provisions and contribution requirements may be amended by the Council.
In a defined contribution plan, benefits depend solely on amounts contributed to the Plan, plus
investment earnings. Employees are required to participate after completing six months of service. For
2016, DRCOG made a contribution of 9% of each participant's compensation up to the Social Security
base wages and 5.7% for compensation over the Social Security base wages. Participants are required to
contribute 3% of compensation.

Contributions for each employee and interest allocated to the employee's account are vested as follows:

Years of
Vesting Service Percentage

Less than 3 0
3 30
4 40
5 60
6 80
7 or more 100

DRCOG's contribution for, and interest forfeited by, employees who leave employment before full
vesting occurs are used to reduce DRCOG's current period contribution requirement. During 2016,
DRCOG's required, which equaled actual, contributions and employee contributions to the Plan, were
$575,110 and $274,704, respectively.
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NOTE 8:  PARTICIPATING MEMBER DUES

Participating member dues in the amount of $1,354,400 were received by DRCOG during the year ended
December 31, 2016. The following represents the use of funds received:

Operations and supported projects S 572,690
Matching requirement for state-assisted projects 781,710
Total $ 1,354,400

NOTE9: COMMITMENTS AND CONTINGENCIES

DRCOG administers numerous projects through grants awarded by various federal and state agencies.
All projects are subject to audit by the granting agencies. A substantial amount of grant revenue has
been awarded to sub-recipients. All grants are subject to final review and approval as to allowability by
the respective grantor agencies. The amount, if any, of expenditures which may be disallowed by the
granting agencies cannot be determined at this time, although DRCOG expects such amounts, if any, to
be immaterial.

NOTE 10: RISK MANAGEMENT

DRCOG is exposed to various risks of loss related to torts, theft of, damage to, and destruction of assets,
errors and omissions, injuries to employees, and natural disasters. DRCOG maintains commercial
insurance for all risks of loss. Settled claims have not exceeded this commercial coverage in any of the
past three fiscal years.

NOTE 11: STATE COMPLIANCE

TABOR Amendment - In November 1992, Colorado voters passed the TABOR Amendment (Amendment
1) to the State Constitution, which limits state and local government tax powers and imposes spending
limitations. Fiscal year 1993 provides the basis for limits in future years to which may be applied
allowable increases for inflation and other factors. Revenue received in excess of the limitations may be
required to be refunded unless an electorate vote to retain the revenue is passed. The TABOR
Amendment is subject to many interpretations, but the Council has a legal opinion that it is not a "local
government" subject to TABOR in part because it has no authority to tax or to issue general obligation
debt.
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Beginning Ending
Federal Grantor/ Federal Balance Balance
Pass-Through Grantor/ CFDA Accrued Total Total Accrued
Program Title Number (Deferred) Receipts Expenditures (Deferred)
Federal Highway Administration:
Colorado Department of Transportation:
Highway Planning and Construction 20.205 S 458,266 S 1,669,181 S 1,448,042 S 237,127
Highway Planning and Construction 20.205 26,388 255,933 226,586 (2,959)
Highway Planning and Construction 20.205 245,712 478,978 233,266 -
Highway Planning and Construction 20.205 599,171 4,285,656 4,579,332 892,847
Highway Planning and Construction 20.205 583,123 583,123 - -
Highway Planning and Construction 20.205 184,118 1,206,242 1,186,796 164,672
Highway Planning and Construction 20.205 - 7,590 7,590 -
Total Federal Highway Administration 2,096,778 8,486,703 7,681,612 1,291,687
Federal Transit Administration:
Regional Transportation District:
Integrated Regional Model 20.507 3,544 104,812 161,422 60,154
Total Regional Transportation District 3,544 104,812 161,422 60,154
Colorado Department of Transportation:
State Planning and Research 20.515 1,404 4,200 2,796 -
Total Colorado Department of Transportation 1,404 4,200 2,796 -
Total Federal Transit Administration 4,948 109,012 164,218 60,154
Department of Veterans Affairs:
Vetrans Information and Assistance 64.115 - 32,923 124,015 91,092
Total Department of Veterans Affairs - 32,923 124,015 91,092
Department of Health and Human Services:
Colorado Department of Human Services:
Special Program for the Aging
Title 111, Admin. 93.044 23,031 646,796 654,956 31,191
Title Ill, Part B 93.044 3,421 37,380 34,481 522
Title I, Part B 93.044 125,061 718,957 751,013 157,117
Title Ill, Part B 93.044 98,077 1,025,369 1,061,439 134,147
Title 11, Part C-1 93.045 225,262 1,148,306 1,153,883 230,839
Title 1, Part C-2 93.045 170,699 1,881,008 2,054,902 344,593
Title lll, Part D 93.043 12,931 98,339 99,653 14,245
Title lll-Part E 93.052 124,394 668,466 699,140 155,068
Title VII, Elder Abuse 93.041 6,477 23,959 36,212 18,730
Title VII, LTC Ombudsman 93.042 19,089 121,843 140,898 38,144
Nutrition Services Incentive Program 93.053 - 577,309 471,586 (105,723)
HHS Medicare Enrollment Assistance 93.071 24,378 97,511 97,511 24,378
Older Adult Refugee Assistance 93.576 5,477 55,303 57,970 8,144
Total Department of Health and Human Services 838,297 7,100,546 7,313,644 1,051,395
Total Federal Financial Assistance S 2,940,023 $ 15,729,184 $ 15,283,489 S 2,494,328
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NOTE 1:  BASIS OF PRESENTATION

In the accompanying schedule of expenditures of federal awards, award revenues and expenditures
have been prepared on the budgetary basis of accounting.

NOTE2: PASS-THROUGH REVENUES AND EXPENDITURES

DRCOG had federal pass-through revenues and expenditures of $5,645,704 during the year.
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Plutt Hanson, P.C.

Certified Public Accountants

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

Finance and Budget Committee of the Board of Directors
Denver Regional Council of Governments
Denver, Colorado

We have audited, in accordance with the 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, the financial statements of the governmental
activities and the major fund of the Denver Regional Council of Governments, as of and for the year
ended December 31, 2016, and the related notes to the financial statements, which collectively
comprise Denver Regional Council of Governments’ basic financial statements, and have issued our
report thereon dated May 17, 2017.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Denver Regional
Council of Governments' 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
Denver Regional Council of Governments’ internal control. Accordingly, we do not express an opinion on
the effectiveness of Denver Regional Council of Governments’ internal control.

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. 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.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Denver Regional Council of Governments’
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.

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 results of that testing, and not to provide an opinion on the effectiveness of the
entity’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.

Plwtt Honson, P.C.

May 17, 2017
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Plutt Hanson, P.C.

Certified Public Accountants

Independent Auditor’s Report on Compliance for Each Major Program
and on Internal Control Over Compliance Required by the Uniform Guidance

Finance and Budget Committee of the Board of Directors
Denver Regional Council of Governments
Denver, Colorado

Report on Compliance for Each Major Federal Program

We have audited Denver Regional Council of Governments’ compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material effect
on each of Denver Regional Council of Governments’ major federal programs for the year ended
December 31, 2016. Denver Regional Council of Governments’ major federal programs are identified in
the summary of auditor’s results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of Denver Regional Council of
Governments’ 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 Denver Regional Council of Governments’ compliance with
those requirements and performing such other procedures as we considered necessary in the
circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of Denver Regional Council
of Governments’ compliance.
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Opinion on Each Major Federal Program

In our opinion, the Denver Regional Council of Governments 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 major federal programs for the year ended December 31, 2016.

Report on Internal Control over Compliance

Management of the Denver Regional Council of Governments 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 Denver Regional
Council of Governments’ 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 an 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
Denver Regional Council of Governments’ internal control over compliance.

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 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. 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.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

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.

Plwtt Honson, P.C.

May 17, 2017
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DENVER REGIONAL COUNCIL OF GOVERNMENTS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended December 31, 2016

I - Summary of Independent Auditor's Results
Financial Statements
Type of auditor's report issued: Unqualified

Internal control over financial reporting:

¢ Material weakness(es) identified? __Yes X No

¢ Significant deficiency(ies) identified ____ Yes _ X NoneReported
¢ Noncompliance material to financial statements noted? _Yes X No

Federal Awards

Internal control over major programs:

* Material weakness(es) identified? _Yes X No

¢ Significant deficiency(ies) identified ____ Yes X NoneReported
Type of auditor’s report issued on compliance for major programs: Unqualified

Any audit findings disclosed that are required to be reported Yes X No

in accordance with section 510(a) of OMB Circular A-133?

Identification of major programs:

93.044 - Title Ill Part B
93.045 - Title Il Part C
93.053 - Nutrition Services Incentive Program

Dollar threshold used to distinguish between $ 750,000
type A and type B programs:

Auditee qualified as low-risk auditee? X Yes No

- Findings relating to the financial statement audit as required to be reported in accordance
with generally accepted government auditing standards

There were no findings required to be reported under Government Auditing Standards.
Ill - Findings and questioned costs for federal awards

There were no findings required to be reported under Government Auditing Standards.
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DENVER REGIONAL COUNCIL OF GOVERNMENTS

SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
Year Ended December 31, 2016

Findings 2015:

There were no prior audit findings and questioned costs.
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