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This annual report summarizes the objectives and accomplishments of the Audit Services 
Division of the Auditor's Office for the year ending December 31, 2010. The Division issued 26 
audit reports and performed several non-audit advisory services during the year. These reports 
and services fully supported and helped to further the continuous improvement activities of the 
City and County. These reports and services are summarized herein. In addition to producing 
high-impact audit reports and providing a number of advisory services, the Audit Service 
Division had several notable accomplishments during the year.  
 
Division accomplishments included co-hosting an Oversight Forum with the United States 
Government Accountability Office; the presentation of the ñDenver Audit Modelò at various 
events including a presentation provided at the request of an Alabama chapter of the 
Association of Government Accountants (AGA) and a presentation made in early 2011 at the 
Southwest, Southeastern & Mountain and Plains Intergovernmental Audit Forums Joint 
Conference in Santa Fe, New Mexico; presentations of data analysis techniques at an ACL 
users meeting and at a chapter meeting of the Institute of Internal Auditors; and establishing a 
progressive national reputation through the formation of strategic partnerships with federal, 
state, and local government auditing functions. Additional accomplishments included the 
initiation of a formal anti-fraud program to identify high risk areas across the city and reduce the 
opportunity for occupational fraud and the implementation of a Control Risk Self-Assessment 
training program to help employees enhance the Cityôs internal control environment.   
 
The Division will continue to undergo significant transition during 2011 as we implement 
improved activities and processes focused on enhancing the quality of audit services. We are 
fully committed to meeting the expectations of the citizens of Denver related to maintaining a 
robust, independent internal audit function by working in a collaborative manner with City 
management to ensure that the City conducts business in a transparent, efficient and effective 
manner. 
 
 
 Sincerely, 

  
 Kip R. Memmott, MA, CGAP, CICA 
 Director of Audit Services 

City and County of Denver 
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OVERVIEW 

The Audit Services 5ƛǾƛǎƛƻƴ ƻŦ ǘƘŜ !ǳŘƛǘƻǊΩǎ hŦŦƛŎŜ conducts independent performance audits of 
City agencies, programs, and contracts.  Our audits focus on strengthening governance, 
enhancing efficiency, increasing revenues and reducing costs, and improving the quality of 
services provided to citizens by the City and County of Denver. The Division, under the 
leadership of the elected Auditor, strives to keep residents informed about the activities of 
their City and County government by adhering to a citizen centric focus. Our reports are 
structured to communicate the work performed by the Division in an easily understood manner 
ŀƴŘ ǿŜ ŦƻǊƳŀƭƭȅ ǇǊŜǎŜƴǘ ŀǳŘƛǘǎ ŘǳǊƛƴƎ ǘƘŜ /ƛǘȅΩǎ ŀǳŘƛǘ ŎƻƳƳƛǘǘŜŜ ƳŜŜǘƛƴƎǎ ǿƘƛŎƘ ŀre open to 
the public and frequently televised in order to further government transparency and 
accountability.   
 
The Division utilizes a dynamic and flexible audit plan designed to significantly enhance the 
impact of audit services. The Division uses a realistic audit horizon strategy and approach to 
identify, prioritize and manage audits deemed to be critical to City operations. Specifically, 
using the risk-based methodology described throughout the audit plan the Division identifies 
and prioritizes a select number of audits for inclusion into the annual audit plan as well as 
listing potential audits for the ensuing two years. The plan includes significant hours for 
performing specially requested audits and for urgent audit issues that arise throughout the year 
not originally captured on the plan. This provides the Auditor with a great deal of flexibility to 
address emerging issues in a timely manner and for providing high quality and responsive 
customer service to elected officials and operational management. 
 
In 2010, the Division issued 26 performance audit reports and conducted several non-audit 
advisory services during the year. These reports and services fully supported and helped to 
further the continuous improvement activities of the City and County. While the Division 
maintains the capability to perform financial audits and attestation engagements, we primarily 
conduct performance audits. Per Government Auditing Standards (GAS), promulgated by the 
/ƻƳǇǘǊƻƭƭŜǊ DŜƴŜǊŀƭ ƻŦ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎΣ άǇŜǊŦƻǊƳŀƴŎe audit objectives may vary widely and 
include assessments of program effectiveness, economy and efficiency, internal control, 
ŎƻƳǇƭƛŀƴŎŜ ŀƴŘ ǇǊƻǎǇŜŎǘƛǾŜ ŀƴŀƭȅǎƛǎΦέ Specific audits issued and advisory services provided by 
the Division in 2010 are summarized herein. 
 
! ƪŜȅ Ǝƻŀƭ ƻŦ ǘƘŜ !ǳŘƛǘƻǊΩǎ hŦŦƛŎŜΣ ƛƴ ŀŘŘƛǘƛƻƴ ǘƻ ŜŦŦŜŎǘƛǾŜƭȅ ŜȄŜŎǳǘƛƴƎ ƻǳǊ ǇǊƛƳŀǊȅ Ƴƛǎǎƛƻƴ ƻŦ 
providing value-added services for the citizens of the City and County of Denver, is to network 
and collaborate with other federal, state and local government auditing organizations and 
associations to enhance and evolve the auditing and accountability profession. During 2010 and 
continuing into 2011, in order to further this goal and to share our innovations with other audit 
entities, the Office made several well-ǊŜŎŜƛǾŜŘ ǇǊŜǎŜƴǘŀǘƛƻƴǎ ŘƛǎŎǳǎǎƛƴƎ ǘƘŜ ά5ŜƴǾŜǊ !ǳŘƛǘ 
aƻŘŜƭέ ǘƻ ǇǊƻŦŜǎǎƛƻƴŀƭ ŀŎŎƻǳƴǘŀōƛƭƛǘȅ ƻǊƎŀƴƛȊŀǘƛƻƴǎΦ  
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Additionally, ǘƘŜ 5ŜƴǾŜǊ !ǳŘƛǘƻǊΩǎ hŦŦƛŎŜ ŀƴŘ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎ DŜƴŜǊŀƭ !ŎŎƻǳƴǘŀōƛƭƛǘȅ hŦŦƛŎŜ 
co-hosted a sold-out conference at the historic Magnolia Hotel in downtown Denver in August 
of 2010Φ ¢ƘŜ ŎƻƴŦŜǊŜƴŎŜ ǘƘŜƳŜ ǿŀǎ ǘƘŜ άhǾŜǊǎƛƎƘǘ ŀƴŘ aƻƴƛǘƻǊƛƴƎ ƻŦ {ǘƛƳǳƭǳǎ CǳƴŘǎΦέ ¢ƘŜ 
$787 billion in stimulus funds authorized by the American Recovery and Reinvestment Act of 
2009 (ARRA) has resulted in increased responsibilities for the governmental auditing profession, 
ƳŀƪƛƴƎ ǘƘƛǎ ȅŜŀǊΩǎ ǘƘŜƳŜ ǇŀǊǘƛŎǳƭŀǊƭȅ ǊŜƭŜǾŀƴǘΦ 
 
The Division also launched several programs and initiatives to improve the /ƛǘȅΩǎ effectiveness 
of internal controls, and risk management processes. Specifically, we developed an extensive 
anti-fraud program designed to identify risk areas across the City and prevent occupational 
fraud and other detrimental activity from occurring. While measures like these are always good 
for an organization, they become particularly important when resources are scarce. The 
ŜŎƻƴƻƳƛŎ ƻǳǘƭƻƻƪ ŦƻǊ ǘƘŜ /ƛǘȅ ƻŦ 5ŜƴǾŜǊ ǊŜƳŀƛƴǎ ŀ ŎƻƴŎŜǊƴ ŀƴŘ ǘƘŜ !ǳŘƛǘƻǊΩǎ hŦŦƛŎŜ Ǉƭŀƴǎ ǘƻ 
positively contribute to the City and citizen by providing assurance that City property and assets 
are properly safeguarded. 

Additionally, the Division initiated a Control and Risk Self-Assessment (CRSA) training program 
for City departments and personnel intended to assist managers, supervisors and staff to better 
understand management controls, the relationship between those controls, the risks related to 
a lack of effective controls and how controls are central to the strategic vision of the City. The 
core objectives of this training are to help operational personnel assume accountability for risk 
management, regardless of title and authority, to provide City business units with skills for 
analyzing and reporting on internal controls and to facilitate a prioritized focus on the most 
significant organizational risks. 

Finally, to ensure that audit engagement follow up work is completed and to assess the 
effectiveness and impact of audit engagements, the Division designed and implemented an 
enhanced follow-up program that includes significant hours for more in-depth audit work to 
verify that corrective actions have been taken to address prior audit findings. The program 
includes ǊŜƎǳƭŀǊ ŀƴŘ ŦƻǊƳŀƭ ǊŜǇƻǊǘƛƴƎ ǘƻ ǘƘŜ /ƛǘȅΩǎ ŜƭŜŎǘŜŘ ƻŦŦƛŎƛŀƭǎΣ ŀǳŘƛǘ ŎƻƳƳƛǘǘŜŜ ƳŜƳōŜǊǎΣ 
and operational management on the status of various audit findings and recommendations. 
This program also includes a trend analysis within and across City departments and programs in 
ǘŜǊƳǎ ƻŦ ƳŀƴŀƎŜƳŜƴǘ ǊŜǎǇƻƴǎƛǾŜƴŜǎǎ ŀƴŘ άǘƻƴŜ ŀǘ ǘƘŜ ǘƻǇέ ǊŜƭŀǘŜŘ ǘƻ ŀǳŘƛǘ ŦƛƴŘƛƴƎǎ ŀƴŘ 
recommendations. The more robust audit follow-up program will also assist the Division with 
its on-going goal of implementing continuous improvement activities, in this case in terms of 
the quality and feasibility of audit recommendations.  

¢ƘŜ 5ƛǾƛǎƛƻƴ ǎƛƴŎŜǊŜƭȅ ǘƘŀƴƪǎ !ǳŘƛǘƻǊ DŀƭƭŀƎƘŜǊ ŀƴŘ Ƙƛǎ ŜȄŜŎǳǘƛǾŜ ǘŜŀƳΣ ǘƘŜ aŀȅƻǊΩǎ hŦŦƛŎŜ, City 
Council members, the Clerk and Recorder, City management and employees and especially the 
citizens for their collaboration, trust and support throughout the year. We are committed to 
fully meeting the expectations of the citizenry in 2011 by working in a collaborative manner 
with City elected officials and personnel to ensure that the City conducts business in a 
transparent, efficient and effective manner.  
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ROLE AND AUTHORITY 

City Charter, Article V, Part 2, Section 1, General Powers and Duties of Auditor, establishes the 
duties and responsibilities of the Auditor. Through the 2006 November election, Denver citizens 
ǾƻǘŜŘ ǘƻ ŀƳŜƴŘ ǘƘŜ /ƛǘȅ /ƘŀǊǘŜǊ ǘƻ ƛƳǇǊƻǾŜ ŀƴŘ ǎǘǊŜŀƳƭƛƴŜ ǘƘŜ /ƛǘȅΩǎ ŦƛƴŀƴŎƛŀƭ ǎǘǊǳŎǘǳǊŜ ǿƘƛƭŜ 
enhancing the important role of the independent Auditor. 
 
The amendment to the City Charter significantly changed the role of the Auditor as defined in 
Article V, Part 2, Section 1, General Powers and Duties of Auditor effective January 1, 2008. 
Historically, the Auditor served as the general accountant for the City and, as such, maintained 
ǘƘŜ /ƛǘȅΩǎ ŦƛƴŀƴŎƛŀƭ ǊŜŎƻǊŘǎΣ ŀƴŘ ǇŀƛŘ /ƛǘȅ ŜȄǇŜƴǎŜǎ ƛƴŎƭǳŘƛƴƎ ǇŀȅǊƻƭƭΦ IƻǿŜǾŜǊΣ ƛƴ WǳƴŜ нллтΣ 
based on the Charter revision, the accounting and payroll functions transitioned to the 
/ƻƴǘǊƻƭƭŜǊΩǎ hŦŦƛŎŜ ǳƴŘŜǊ the Chief Financial Officer, who officially assumed Charter 
responsibility and authority for those functions on January 1, 2008. 
 
Lƴ ŀŘŘƛǘƛƻƴ ǘƻ ƳŀƪƛƴƎ ǘƘŜǎŜ ŎƘŀƴƎŜǎ ǘƻ ǘƘŜ /ƛǘȅΩǎ ŦƛƴŀƴŎƛŀƭ ƎƻǾŜǊƴŀƴŎŜ ǎǘǊǳŎǘǳǊŜΣ ǘƘŜ /ƘŀǊǘŜǊ 
revisions significantly enhanced the independent standing and authority of the Auditor. 
Specifically, the Charter authorizes the Auditor to conduct audits of all City entities in 
accordance with generally accepted governmental auditing standards promulgated by the 
United States Comptroller General. These standards establish clear definitions and 
requirements related to the independence of the audit function. The fact that the Denver City 
Charter now requires the Auditor to comply with these standards has resulted in the 
establishment of one of the most structurally independent government audit functions in the 
country. 
 
Government auditing standards require an external peer review every three years. In October 
нллфΣ ǘƘŜ !ǳŘƛǘ {ŜǊǾƛŎŜǎ 5ƛǾƛǎƛƻƴ ǿƛǘƘƛƴ ǘƘŜ !ǳŘƛǘƻǊΩǎ hŦŦƛŎŜ ǳƴŘŜǊǿŜƴǘ ƛǘǎ Ƴƻǎǘ recent external 
peer review, which was conducted by the Association of Local Government Auditors (ALGA). 
The peer review team, consisting of three accomplished managers representing local 
government audit functions from around the country, determined and opined that the Audit 
Services Division fully complied with Government Auditing Standards promulgated by the 
Comptroller of the United States for the review period. This determination of full compliance is 
the highest possible level of compliance under the ALGA peer review program.  
 

In addition to their finding of full compliance, the peer review team identified areas where the 
Division excels including core audit tenets and processes that are critical for not only an 
effective system of internal control necessary for full compliance with professional standards 
but for ensuring that work activities performed by the Division add significant value to City 
operations. Specifically, the review team identified several best practices used by the Division, 
most of which were implemented during the latter part of the peer review period when the 
Division underwent significant internal restructuring as a result of the amendment to the City 
Charter. These areas include: the significant level of the structural and legal independence of 
ǘƘŜ !ǳŘƛǘƻǊΩǎ hŦŦƛŎŜΣ ŀǳŘƛǘ ǇƭŀƴƴƛƴƎ ǘŜŎƘƴƛǉǳŜǎΣ ǿƘƛŎƘ ƛƴŎƭǳŘŜ ǘƘŜ ǳǎŜ ƻŦ ŦƻǊƳŀƭ Ǌƛǎƪ ŀǎǎŜǎǎƳŜƴǘ 
tools and sophisticated project planning and budgeting processes, high quality and expansive 
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reporting practices, progressive management and supervisory techniques and the utilization of 
an automated audit project management system including electronic working papers. 
 
In addition to the inclusion of the requirement to adhere to these standards, the Charter and 
resulting City ordinance citations include other provisions intended to strengthen the role and 
impact of the City internal audit function. These provisions include: 
 

 ¢ƘŜ /ƘŀǊǘŜǊ ŀǳǘƘƻǊƛȊŜǎ ǘƘŜ !ǳŘƛǘƻǊ ǘƻ ƘŀǾŜ άŀŎŎŜǎǎ ŀǘ ŀƭƭ ǘƛƳŜǎ ǘƻ ŀƭƭ ƻŦ ǘƘŜ ōƻƻƪǎΣ 
accounts, reports, vouchers or other records or information maintained by the Manager 
ƻŦ CƛƴŀƴŎŜ ƻǊ ōȅ ŀƴȅ ƻǘƘŜǊ ŘŜǇŀǊǘƳŜƴǘ ƻǊ ŀƎŜƴŎȅ ƻŦ ǘƘŜ /ƛǘȅ ŀƴŘ /ƻǳƴǘȅΤέ  

 Ordinance (Sec. 20-276) requires that audited City agencies and departments formally 
respond to audit findings and recommendations. Responses must specify either 
agreement with findings and recommendations or reasons for disagreement with 
findings and recommendations, plans for implementing solutions to issues identified 
and a timetable to complete such activities;1 and  

 The Charter establishes a formal, independent Audit Committee chaired by the Auditor 
and consisting of six other members. The Mayor, City Council and Auditor each appoint 
two members. The Audit Committee performs several critical functions including, 
among other responsibilities, annually commissioning and monitoring an independent 
external audit of the finances of the City (known as the Comprehensive Annual Financial 
Report ς CAFR) and communicating findings and recommendations of internal audit 
reports. 

 
Under the revised Charter and ordinance provisions, the Audit Services Division has significantly 
expanded our performance and information technology audit capability. The continued 
ŘŜǾŜƭƻǇƳŜƴǘ ƻŦ ǘƘŜǎŜ ǘǿƻ ŀǳŘƛǘ ǎǇŜŎƛŀƭǘȅ ŀǊŜŀǎ ǿƛƭƭ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ƛƳǇǊƻǾŜ ǘƘŜ 5ƛǾƛǎƛƻƴΩǎ ŀbility 
to examine City government programs, processes, and internal controls, thereby assisting 
management to reduce costs, improve the quality of services, and enhance the transparency of 
City operations. 
 

                                                           
1
 Audit follow-up activity is an essential component of the audit process. The Division conducts audit follow-up work to 

evaluate the efforts made by management to address weaknesses and risks by audit reports. The follow-up process ensures 
that management takes action to address issues identified by audits and helps the Division to assess management 
ǊŜǎǇƻƴǎƛǾŜƴŜǎǎ ǘƻ ƻǊƎŀƴƛȊŀǘƛƻƴŀƭ Ǌƛǎƪǎ ŀƴŘ ƛǎǎǳŜǎ όƛΦŜΦ άǘƻƴŜ ŀǘ ǘƘŜ ǘƻǇΣέ ŀ ƪŜȅ ŀƴƴǳŀƭ ŀǳŘƛǘ Ǉƭŀƴ Ǌƛǎƪ ŀǎǎŜǎǎƳŜƴǘ ŎǊƛǘŜǊia). 
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MISSION, GOALS, AND ACCOMPLISHMENTS 

 

GOALS, 

AND ACCOMPLISHMENTS 
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Mission Statement 

To promote open, accountable, efficient and effective government by performing impartial 
reviews and other audit services that provide objective and useful information to improve 
decision making by management and the people. We will monitor and report on 
recommendations and progress towards their implementation. 
 

2010 Goals 

The Audit Services Division established the following continuous improvement goals for 2010 
ƛƴǘŜƴŘŜŘ ǘƻ ŜƴƘŀƴŎŜ ǘƘŜ 5ƛǾƛǎƛƻƴΩǎ ŀōƛƭƛǘȅ ǘƻ ŦǳƭŦƛƭƭ ǘƘƛǎ ƳƛǎǎƛƻƴΦ 
 

Goals  Status 

V Address the need for supplemental regulation to support enabling 
legislation;  

Complete 

V Perform routine maintenance of the Policies and Procedures Manual 
to enhance guidance and address Government Audit Standards 
Revisions; 

Annually 

 

V Implemented electronic work paper software application program to 
enhance audit efficiencies and timeliness; 

Complete 

V Reassess and update the annual risk based audit plan to prioritize 
audit work used to assess the adequacy and effectiveness of the 
/ƛǘȅΩǎ ǎȅǎǘŜƳ ƻŦ ƛƴǘŜǊƴŀƭ controls; 

Annually 

V Receive professional industry recognition for audit quality through 
the application for awards and presentations at national and local 
conferences and through submitting articles to professional trade 
publications; 

On-going 

 

V Continue to enhance utilization of electronic audit tools including 
data mining software and flowcharting software; 

On-going 

V Coordinate, facilitate, and assist the Audit Committee in carrying out 
their powers and duties; 

On-going 

V Follow up on the status of management action on findings and 
ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎΦ  {ŜŜƪ ǘƻ ƛƴŎǊŜŀǎŜ ƳŀƴŀƎŜƳŜƴǘΩǎ ŀŎŎƻǳƴǘŀōƛƭƛǘȅ ǘƻ 
remedy findings by identifying and reporting actions taken; and 

On-going 

V Proactively recruit staff members to fill existing vacancies.  On-going 
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The Division will continue to undergo significant transition during 2011 as we strive to 
implement continuous improvement activities focused on enhancing the quality of audit 
services. In addition to the on-going goals developed for 2010, the Division has established the 
following improvement goals for 2011: 

 Host the Mountain & Plains Intergovernmental Audit Forum; 

 Partner with the U.S. Government Accountability Office (GAO) on American Recovery & 
Reinvestment Act (ARRA) Oversight Activities involving the City of Denver; 

 9ǎǘŀōƭƛǎƘ ǎǘǊƻƴƎ ǊŜƭŀǘƛƻƴǎ ŀƴŘ ŎƻƳƳǳƴƛŎŀǘƛƻƴǎ ǿƛǘƘ ǘƘŜ /ƛǘȅΩǎ ƴŜǿ Mayor and other elected 
officials resulting from the 2011 election; 

 Fully deploy Anti-Fraud, enhanced Audit Follow-Up and Control Self Assessment Initiatives; 

 Expand participation and communication with local and national external audit 
organizations including the Institute of Internal Auditors (IIA), the Association of Local 
Government Auditors (ALGA), and the U.S. Government Accountability Office (GAO). For 
example, the Division will continue participating in the ALGA peer review program and the 
!ǳŘƛǘ {ŜǊǾƛŎŜǎ 5ƛǊŜŎǘƻǊ Ƙŀǎ ǊŜŎŜƴǘƭȅ ōŜŜƴ ŀǇǇƻƛƴǘŜŘ ǘƻ ![D!Ωǎ ƴŀǘƛƻƴŀƭ ƳŜƳōŜǊǎƘƛǇ 
committee; 

 Expand performance audit services to include environmental audit capabilities and 
objectives;  

 Update operating policies and procedures and provide comprehensive staff training on new 
procedures and processes and fundamental audit skills including: performance auditing 
methods and techniques, project management, audit report writing, and fraud detection 
and prevention; 

 Implement an enhanced quality assessment program. The Division will be piloting our 
Control Self-Risk Assessment program internally as part of this effort; 

 Continue to improve reports including new templates and enhanced presentation of written 
findings and related graphics and photographs including the implementation of a style 
guide; 

 Continue to define our role in modeling companion legislation as referred to within the 
!ǳŘƛǘƻǊΩǎ ŜƴŀōƭƛƴƎ ƭŜƎƛǎƭŀǘƛƻƴ ŜŦŦŜŎǘƛǾŜ WŀƴǳŀǊȅ мΣ нллуΤ and 

 Prepare our annual audit plan by the third Monday of October for the ensuing fiscal year 
and submit to the Mayor and City Council. Seek and consider special requests for audits 
from the Mayor, City Council, and Audit Committee during plan development. 
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Division Highlights 

!ǳŘƛǘ {ŜǊǾƛŎŜǎ ά5ŜƴǾŜǊ !ǳŘƛǘ aƻŘŜƭέ Gaining National Recognition 
 
! ƪŜȅ Ǝƻŀƭ ƻŦ ǘƘŜ !ǳŘƛǘƻǊΩǎ hŦŦƛŎŜ ƛƴ ŀŘŘƛǘƛƻƴ ǘƻ ƻǳǊ ǇǊƛƳŀǊȅ Ƴƛǎǎƛƻƴ ƻŦ ǇǊƻǾƛŘƛƴƎ ǾŀƭǳŜ-added 
services for the citizens of the City and County of Denver, is to network and collaborate with 

other federal, state and local government auditing 
organizations and associations to enhance and evolve 
the auditing and accountability profession. During 
2010 and continuing into 2011, the Office made 
ǎŜǾŜǊŀƭ ǇǊŜǎŜƴǘŀǘƛƻƴǎ ƻƴ ǘƘŜ ά5ŜƴǾŜǊ !ǳŘƛǘ aƻŘŜƭΦέ 
For example, the Director of Audit Services, Kip 
Memmott, made a presentation to the Association of 
Government Accountants (AGA) chapter in 
Montgomery, Alabama.  
 
In early 2011, Auditor Dennis Gallagher, Government 
Liaison, Clay Vigoda, and Kip Memmott, Director of 

Audit Services, presented the έ5ŜƴǾŜǊ !ǳŘƛǘ aƻŘŜƭέ at a 
joint conference for the National Intergovernmental 
Audit Forum in Santa Fe, New Mexico.  The conference 
was attended from audit professionals from Arkansas, 
Colorado, Georgia, Louisiana, New Mexico, Tennessee, 
Texas, and Wyoming. The Intergovernmental Audit 
Forum and AGA presentations were well received and 
resulted in additional collaboration and professional 
networking with accountability professionals around 
the country. 

 
Auditor Dennis Gallagher Co-hosts Oversight Forum 
 
During the Summer of 2010, ǘƘŜ !ǳŘƛǘ {ŜǊǾƛŎŜǎ 5ƛǾƛǎƛƻƴ ƻŦ ǘƘŜ 5ŜƴǾŜǊ !ǳŘƛǘƻǊΩǎ hŦŦƛŎŜ ŀƴŘ ǘƘŜ 
United States General Accountability Office co-hosted a sold-out conference at the historic 
Magnolia Hotel in downtown DenvŜǊΦ ¢ƘŜ ŎƻƴŦŜǊŜƴŎŜ ǘƘŜƳŜ ǿŀǎ ǘƘŜ άhǾŜǊǎƛƎƘǘ ŀƴŘ 
aƻƴƛǘƻǊƛƴƎ ƻŦ {ǘƛƳǳƭǳǎ CǳƴŘǎΦέ ¢ƘŜ Ϸтут ōƛƭƭƛƻƴ ƛƴ ǎǘƛƳǳƭǳǎ ŦǳƴŘǎ ŀǳǘƘƻǊƛȊŜŘ ōȅ ǘƘŜ !ƳŜǊƛŎŀƴ 
Recovery and Reinvestment Act of 2009 (ARRA) has resulted in increased responsibilities for the 
governmental auditiƴƎ ǇǊƻŦŜǎǎƛƻƴΣ ƳŀƪƛƴƎ ǘƘƛǎ ȅŜŀǊΩǎ ǘƘŜƳŜ ǇŀǊǘƛŎǳƭŀǊƭȅ ǊŜƭŜǾŀƴǘΦ 

Kip Memmott, Director of Audit Services 

9ǊƴƛŜ !ƭƳƻƴǘŜΣ ǘƘŜ CƻǊǳƳΩǎ ƪŜȅƴƻǘŜ ǎǇŜŀƪŜǊΣ ǿƛǘƘ 
Auditor Dennis Gallagher 
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The Mountain & Plains Intergovernmental Audit Forum (MPIAF) is an association of 
accountability professionals drawn from federal, state, and local governments and 

representatives of state accountancy societies. 
5ŜƴǾŜǊΩǎ ƛƴǾƻƭǾŜƳŜƴǘ ƛƴ ǘƘŜ CƻǊǳƳ ŀƴŘ ǘƘŜ 
conference increased when Auditor Dennis 
Gallagher joined Rudy Payan from the U.S. GAO as 
the co-chair in 2009. Attendance was twice that of 
prior conferences, and attendees were very 
pleased with the conference and its ǘƘŜƳŜΦ άLǘ ǿŀǎ 
great to conclude my career with such a fantastic 
ŜǾŜƴǘΣέ ǎŀƛŘ wǳŘȅ tŀȅŀƴ ǿƘƻ ǊŜǘƛǊŜŘ ŀǘ ǘƘŜ 
conclusion of the conference. 
 
The large number of attendees represents a 
rejuvenation of the MPIAF conference. The Denver 

!ǳŘƛǘƻǊΩǎ hŦŦƛŎŜ ƛǎ ŜȄŎƛǘŜŘ about the great turnout and has many ideas for expanding the event 
ƛƴ ǘƘŜ ŦǳǘǳǊŜΦ !ǳŘƛǘƻǊ DŀƭƭŀƎƘŜǊ ƴƻǘŜŘΣ άL ŀƳ ǇƭŜŀǎŜŘ ǘƻ Ŏƻ-chair an organization which provides 
timely information to enhance government accountability and I look forward to continuing and 
ŜȄǇŀƴŘƛƴƎ atL!CΩǎ ǊƻƭŜ ƛƴ ǘƘŀǘ ŜƴŘŜŀǾƻǊ.έ 
 
The first day of the conference began with a welcome address from former Mayor  and current 
Governor, John Hickenlooper and music by talented bagpiper, Ryan Randall of the Pikes Peak 
Highlanders. Congresswoman Diana DeGette 
delivered the keynote address providing 
some background on ARRA and highlighting 
the positive outcomes resulting from the 
stimulus funds both in Colorado and 
nationally. 
 
¢ƘǳǊǎŘŀȅΩǎ ŀƎŜƴŘŀ ŀƭǎƻ ƛƴŎƭǳŘŜŘ ǎŜǾŜǊŀƭ 
panel discussions and presentations, 
including: ¢ƘŜ ¦Φ{Φ D!hΩǎ wƻƭŜ ŀƴŘ 
Responsibilities on the Implementation of the 
Recovery Act; The American Recovery and 
Reinvestment Act (ARRA) Lessons Learned; 
Auditing the Use of ARRA Funds; and ARRA 
Risk Management, Auditing and Management. Panelists and presenters included professionals 
ŦǊƻƳ ǘƘŜ ¦Φ{Φ DƻǾŜǊƴƳŜƴǘ !ŎŎƻǳƴǘŀōƛƭƛǘȅ hŦŦƛŎŜΣ ǘƘŜ 5ŜƴǾŜǊ !ǳŘƛǘƻǊΩǎ hŦŦƛŎŜ ŀƴŘ ǘƘŜ .ƛƎ CƻǳǊ 
public accounting firms. The panelists provided insight on how stimulus funds have impacted 
federal, state, and local governmental operations. In addition, the external audit firms 
discussed the steps they have taken to address stimulus funds on behalf of their clients. The 
day concluded with an interesting presentation on Investigating Government Activity, by 
5ŜƴǾŜǊΩǎ тb9²{ LƴǾŜǎǘƛƎŀǘƛǾŜ wŜǇƻǊǘŜǊ ¢ƻƴȅ YƻǾŀƭŜǎƪƛΦ 

Colorado State Auditor Sally Symanski, 
U.S. GAO Field Office Manager Rudy Payan (retired), and 

Denver Auditor Dennis Gallagher 

Mayor Hickenlooper, Ryan Randall, and Auditor Gallagher 
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After presentation of the colors by the Manual High School JROTC Color Guard, the second day 
began with a discussion of stimulus grants led by Colorado State Auditor, Sally Symanski. 
Panelists included several Colorado agency representatives who identified successful methods 
used to track and report ARRA funds. Tom Hackney from the GAO provided a lively and 
entertaining look at recent updates to the Government Auditing Standards or Yellow Book, and 
wŀƴŘ DŀƳōǊŜƭƭ ŦǊƻƳ .Y5Σ ǘƘŜ /ƛǘȅΩǎ ŜȄǘŜǊƴŀƭ ŀǳŘƛǘƻǊΣ ǇǊŜǎŜƴǘŜŘ ŀ ŦŀǎŎƛƴŀǘƛƴƎ ƳƻŘǳƭŜ ƻƴ 
government fraud. The conference closed with a GAO presentation on Social & New Media. 
 

  
The 2010 MPIAF conference was a sold-out event 

 

Conference attendees represented a cross-section of local, state and federal agencies, as well 
as private-sector firms. Outside of Denver and the surrounding areas, accountability 
professionals came from as far away as Washington, DC, California, Washington, Utah, 
Wyoming, Montana, North Dakota, South Dakota, Missouri, Kansas, Texas and Pennsylvania. 
 
Consistent with the MPIAF Charter, the forum was created to provide an organizational means 
of fostering coordination and communication within the governmental audit community, and 
facilitate the effectiveness, efficiency, and economy of federal, state, and local audits. A few 
functions of the MPIAF forum include: 
 

 Developing mechanisms and administrative procedures to facilitate, among themselves, 
day-to-day cooperation and exchange of information on matters relating to audits 

 Identification of specific projects or problems, for joint development and resolution, 
that are characterized by a high degree of interagency and intergovernmental 
involvement, the advancement of which will contribute significantly to the efficiency, 
economy, and effectiveness of audit at all levels of government 

 Promoting acceptance, uniform interpretation and implementation of all professionally 
ŀŎŎŜǇǘŜŘ ŀǳŘƛǘ ǎǘŀƴŘŀǊŘǎΣ ƛƴŎƭǳŘƛƴƎ ǘƘŜ ά{ǘŀƴŘŀǊŘǎ ŦƻǊ !ǳŘƛǘ of Governmental 
hǊƎŀƴƛȊŀǘƛƻƴǎΣ tǊƻƎǊŀƳǎΣ !ŎǘƛǾƛǘƛŜǎΣ ŀƴŘ CǳƴŎǘƛƻƴǎέ ƛǎǎǳŜŘ ōȅ ǘƘŜ /ƻƳǇǘǊƻƭƭŜǊ DŜƴŜǊŀƭ 

 
Additional information about the forum, conference materials, and speaker presentations are 
available on the MPIAF website at http://www.auditforum.org/mountain/mtn_home.htm.  
 
 
 
 
 

http://www.auditforum.org/mountain/mtn_home.htm
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Data Analysis Presented at User Group and IIA Chapter Meetings 
 

hǳǊ ŀǳŘƛǘ ƻŦ 5ŜƴǾŜǊΩǎ 9ƳŜǊƎŜƴŎȅ aŜŘƛŎŀƭ wŜǎǇƻƴǎŜ {ȅǎǘŜƳ όфммύ ǿŀǎ ŦŜŀǘǳǊŜŘ in January 2010 
at the Denver ACL / Audit Analytics User Group and again in February at the Colorado Springs 
Chapter of the Institute of Internal Auditors.  hǳǊ ǇǊŜǎŜƴǘŀǘƛƻƴ ŜƴǘƛǘƭŜŘΣ άIƻǿ 5ŀǘŀ !ƴŀƭȅǘƛŎǎ 
tǊƻŘǳŎŜŘ {ƛƎƴƛŦƛŎŀƴǘ !ǳŘƛǘ CƛƴŘƛƴƎǎΣέ ǿŀǎ ǇǊŜǎŜƴǘŜŘ ōȅ {ǘŜǇƘŜƴ /ƻǳǊȅΣ ƻǳǊ L¢ Audit Supervisor, 
to an audience of mostly private sector audit and data analysis professionals from around the 
Denver and Colorado Springs metropolitan areas.  Both sessions were well-attended and 
received favorable feedback as we highlighted performance auditing and the application of 
Řŀǘŀ ŀƴŀƭȅǘƛŎǎ ƛƴ ƳŜŀǎǳǊƛƴƎ ǇŜǊŦƻǊƳŀƴŎŜΣ ōƻǘƘ ƳŀƧƻǊ ǘŜƴŀƴǘǎ ƛƴ ǘƘŜ /ƛǘȅ ƻŦ 5ŜƴǾŜǊΩǎ ŀǳŘƛǘ 
program.  This presentation also provided us a forum to describe and promote the Denver 
Model of the independent auditor as a best practice for both government and private sectors 
alike. 
 

5ŜƴǾŜǊ !ǳŘƛǘƻǊΩǎ hŦŦƛŎŜ !ƴǘƛ-Fraud Program 
 
In 2010, tƘŜ 5ŜƴǾŜǊ !ǳŘƛǘƻǊΩǎ hŦŦƛŎŜ ƭŀǳƴŎƘŜŘ ŀƴ ŜȄǘŜƴǎƛǾŜ ŀƴǘƛ-fraud program designed to 
identify risk areas across the City and prevent occupational fraud and other detrimental activity 
from occurring. While measures like these are always good for an organization, they become 
particularly important when resources are scarce. The economic outlook for the City of Denver 
ǊŜƳŀƛƴǎ ŀ ŎƻƴŎŜǊƴ ŀƴŘ ǘƘŜ !ǳŘƛǘƻǊΩǎ hŦŦƛce plans to positively contribute to the City and citizen 
by providing assurance that city property and assets are properly safeguarded. 

Fraud & Occupational Fraud 

Fraud is generally defined as an intentional misrepresentation of facts made for the purpose of 
inducing a person to act which results in some type of damage. Occupational fraud is the use of 
ƻƴŜΩǎ ƻŎŎǳǇŀǘƛƻƴ ŦƻǊ ǇŜǊǎƻƴŀƭ ŜƴǊƛŎƘƳŜƴǘ ǘƘǊƻǳƎƘ ǘƘŜ ŘŜƭƛōŜǊŀǘŜ ƳƛǎǳǎŜ ƻǊ ƳƛǎŀǇǇƭƛŎŀǘƛƻƴ ƻŦ 
ŀƴ ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ ǊŜǎƻǳǊŎŜǎ ƻǊ ŀǎǎŜǘǎΦ2 Statistics indicate that organizations lose an estimated 
five percent of revenues to occupational fraud and the median length of time to discover a 
fraud scheme is eighteen months.3 Consequently, it is important that organizations detect and 
deter fraud, and continuously identify and reevaluate areas where risks of fraud and abuse 
exist. 

Program Background 

In the past, there has been no formal anti-fraud program within the City and County of Denver. 
¢ƘŜ !ǳŘƛǘƻǊΩǎ hŦŦƛŎŜ Ƙŀǎ ŎƘŀƴƎŜŘ ǘƘŀǘΦ Lƴ ŀŘŘƛǘƛƻƴ ǘƻ ǇŜǊŦƻǊƳƛƴƎ ŀ ŦǊŀǳŘ ŀǎǎŜǎǎƳŜƴt as part of 
ŜǾŜǊȅ ǇŜǊŦƻǊƳŀƴŎŜ ŀǳŘƛǘΣ ǘƘŜ !ǳŘƛǘ {ŜǊǾƛŎŜǎ 5ƛǾƛǎƛƻƴ ƻŦ ǘƘŜ !ǳŘƛǘƻǊΩǎ hŦŦƛŎŜ Ƙŀǎ ƛƴƛǘƛŀǘŜŘ ŀ 
formal Anti-Fraud program. Our research indicates there are few, if any, public entities 
nationwide that have a similar anti-fraud program dedicated to fraud detection and prevention. 
Our progressive program stands unique with its efforts to identify and reduce opportunity for 
fraud. 

                                                           
2
 Association of Certified Fraud Examiners, 2010 Report to the Nations on Occupational Fraud and Abuse, page 6. 

3
 James D. Ratley, President ACFE, 2010 ALGA Conference, Fraud in Government Presentation. 
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Fraud Triangle 

Program Goals 

The goals for our anti-fraud initiatives are to develop a program to identify high risk areas 
throughout the city where potential fraud may exist, reduce the opportunity for fraudulent 
activity and create a plan to continuously evaluate and identify on-going fraud risks within the 
city. 

The Fraud Triangle & Precursors to Fraudulent Activity 

The situation commonly used to depict the three elements necessary for fraud to occur is 
referred to as the Fraud Triangle and consists of opportunity, rationalization and an event that 

causes pressure, usually of a financial character. 
When these three things exist, fraud is more likely 
to occur. 

Opportunity consists of the ability to commit fraud 
and is often enabled by a weak internal control 
structure. A pressure event can trigger a person to 
need or want to commit fraud, including a 
personal financial hardship. Lastly, rationalization 
ƛƴǾƻƭǾŜǎ ŀƴ ƛƴŘƛǾƛŘǳŀƭ ŜȄŎǳǎƛƴƎ ƻƴŜΩǎ ōŜƘŀǾƛƻǊ ŀƴŘ 
making sense of an activity that would normally 
be unacceptable. An important piece of the Anti-
Fraud program will be dissecting the Fraud 

Triangle and mitigating opportunities for the three elements to co-exist. 

Program Status and Next Steps 

The anti-fraud team conducted a preliminary risk assessment to identify potentially high-risk 
areas within the City. Materials used to determine areas of potential fraud risk included the 
evaluation of internal and external past audits, a review of subject specific publications, 
relevant materials from the Association of Certified Fraud Examiners, and trainings provided by 
the Institute of Internal Auditors, and the Association of Local Government Auditors. In 
addition, the team has interviewed various anti-fraud and accountability subject matter 
experts. 

To evaluate potential risk areas identified and to ensure that the elements of the fraud triangle 
are mitigated, auditors will utilize various methods including, but not limited to: reviewing 
current policies and procedures, interviewing agency personnel, evaluating internal controls, 
and conducting data analysis through Computer Aided Auditing Techniques (CAATs). 

Auditors presented a status of the Anti-Fraud program to the aŀȅƻǊΩǎ Office and to the City and 
/ƻǳƴǘȅ ƻŦ 5ŜƴǾŜǊΩǎ !ǳŘƛǘ /ƻƳƳƛǘǘŜŜ. We welcome information or concerns related to possible 
fraud within the cƛǘȅ ŦǊƻƳ ƛƴǘŜǊƴŀƭ ŀƴŘ ŜȄǘŜǊƴŀƭ ǎƻǳǊŎŜǎΦ ¢ƘŜ !ǳŘƛǘƻǊΩǎ hŦŦƛŎŜ ƭƻƻƪǎ ŦƻǊǿŀrd to 
serving the city and its citizens by reducing the opportunity and likelihood of fraud in the City 
and County of Denver. 
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Denver !ǳŘƛǘƻǊΩǎ hŦŦƛŎŜ /ƻƴǘǊƻƭ ŀƴŘ wƛǎƪ {ŜƭŦ !ǎǎŜǎǎƳŜƴǘ ¢ǊŀƛƴƛƴƎ Program 

The Division initiated a Control and Risk Self-Assessment (CRSA) training program for City 
departments and personnel intended to assist managers, supervisors and staff to better 
understand management controls, the relationship between those controls, the risks related to 
a lack of effective controls and how controls are central to the strategic vision of the City. The 
core objectives of this training are to help operational personnel assume accountability for risk 
management, regardless of title and authority, to provide City business units with skills for 
analyzing and reporting on internal controls and to facilitate a prioritized focus on the most 
significant organizational risks. 

The CRSA program is complimentary to the !ǳŘƛǘƻǊΩǎ Anti-Fraud ProgramΦ ²ƛǘƘ ǘƘŜ /ƛǘȅΩǎ 
current economic environment, where City employees are being required to do more with less 
and where enhanced financial stressors increase the risk of fraudulent activity, the timing of 
these programs is even more strategic than would be the case under more stable and positive 
financial circumstances. The Division will be piloting this new program by using it to assess 
controls governing our own audit process during the first and second quarters of the year and 
will roll it out to operational departments during the third and fourth quarters of 2011. 

Robust Audit Follow-Up Program  

While the Division has had an audit follow-up process in place and has tracked the status of 
various audit findings and recommendations, the 2011 audit plan includes increased hours for 
audit follow-up, trend analysis and reporting activities. One key measure of the general 
effectiveness of an audit function, and in the case of the Denver Model, a key indicator of the 
ƛƳǇŀŎǘ ƻŦ ǘƘŜ ŎƘŀƴƎŜ ǘƻ ǘƘŜ /ƛǘȅ /ƘŀǊǘŜǊ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ Ƴƛǎǎƛƻƴ ŀƴŘ ǊƻƭŜ ƻŦ ǘƘŜ !ǳŘƛǘƻǊΩǎ hŦŦƛŎŜΣ 
ƛǎ ǘƘŜ ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ ŀǳŘƛǘ ǊŜcommendation implementation rate. In a nutshell, this rate is one 
of the clearest indicators as to whether an organization is utilizing information provided by 
internal audit reports to mitigate or reduce identified risks and to enhance performance and 
the economy and efficiency of operations. 

In 2010, the Division designed and implemented an enhanced follow-up program that includes 
significant hours for more in-depth audit work to verify that corrective actions have been taken 
to address prior audit findings. The program includes ǊŜƎǳƭŀǊ ŀƴŘ ŦƻǊƳŀƭ ǊŜǇƻǊǘƛƴƎ ǘƻ ǘƘŜ /ƛǘȅΩǎ 
elected officials, audit committee members, and operational management on the status of 
various audit findings and recommendations. This program also includes a trend analysis within 
and aŎǊƻǎǎ /ƛǘȅ ŘŜǇŀǊǘƳŜƴǘǎ ŀƴŘ ǇǊƻƎǊŀƳǎ ƛƴ ǘŜǊƳǎ ƻŦ ƳŀƴŀƎŜƳŜƴǘ ǊŜǎǇƻƴǎƛǾŜƴŜǎǎ ŀƴŘ άǘƻƴŜ 
ŀǘ ǘƘŜ ǘƻǇέ ǊŜƭŀǘŜŘ ǘƻ ŀǳŘƛǘ ŦƛƴŘƛƴƎǎ ŀƴŘ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎΦ ¢ƘŜ ƳƻǊŜ Ǌƻōǳǎǘ audit follow-up 
program will also assist the Division with its on-going goal of implementing continuous 
improvement activities, in this case in terms of the quality and feasibility of audit 
recommendations.  
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STAFFING RESOURCES 

 


