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Members of the Legidative Audit Committee:

Thisreport contains the results of a performance audit of the Division of Parks and Outdoor
Recreation within the Department of Natural Resources. The audit was conducted pursuant to
Section 2-3-103, C.R.S., which authorizes the State Auditor to conduct audits of all departments,
ingtitutions, and agencies of state government. The report presents our findings, conclusions, and
recommendations, and the responses of the Division of Parks and Outdoor Recreation.



TABLE OF CONTENTS

PAGE
REPORT SUMM ARY . e e 1
Recommendation LOoCator . ............oiuiiin .. 7
BACKGROUND AND DESCRIPTION .. ... i 9
FINDINGS AND RECOMMENDATIONS

CHAPTER 1. PARK ACQUISITION AND OVERSIGHT ............. 15
OV VIOV . et e e e 15
Staunton State Park Remains Closed tothePublic .................. 15
In Addition to Leasing Land, the Division Leases Water Rights .. ... ... 21
CHAPTER 2. PARK CONSTRUCTION ... ... i 25
Background and Overview ........... .. 25
Basic Accountability for Construction ProjectsisLacking ............ 26

Responsibility for Project Planning and Oversight
Should BeReviewed ......... .. .. . . i 34

The Division Needs to Review the Parks Uses of

the Controlled MaintenanceCategory ............coviiiinnn... 35
The Division Should Develop Project Management Systems ........... 38

The Divison |s Committing Additional Fundsto
Roadway Repair . ....... ... e 39



CHAPTER 3. PARK CONCESSIONS . ....... ... i 43
Concession Sales Generate Revenuefor theDivision ................. 43
Inspections Are Not Routinely Conducted . ........................ 46
Price Approvals Should BeDocumented .......................... 48
The Division Assesses Some Concessionair es

ThreeDifferent Annual Fees .......... ... . ... .. 49
TherelsLittle Competition for Concession Contracts . ............... 52

CHAPTER 4. 1996 Feesand CostsFollow-up ........................ 57



STATE OF COLORADO
OFFICE OF THE STATE AUDITOR REPORT SUMMARY

J. DAVID BARBA, CPA
State Auditor

Department of Natural Resour ces
Division of Parks and Outdoor Recreation
July 2000

Authority, Purpose, and Scope

This performance audit was conducted under the authority of Section 2-3-103, C.R.S., which
authorizes the Office of the State Auditor to conduct performance audits of al departments,
institutions, and agencies of state government. The audit was conducted in accordance with generally
accepted auditing standards. Aspart of the audit, we reviewed documentation, conducted interviews
and site-vigits, and analyzed data. Audit work was conducted from October 1999 through April
2000. The purpose of the audit wasto evaluate the efficiency and effectiveness of Division of Parks
and Outdoor Recreation's operations. Our audit work included assessments of parks acquisitions,
water rights leases, construction and controlled maintenance projects and budgets, and concession
operations. The audit aso included areview of the implementation status of the recommendations
made in our 1996 performance audit of Division fees and costs.

We gratefully acknowledge the assistance and cooperation of the Division's management and steff.
The following summary provides highlights of the audit findings and recommendations.

Staunton State Park Should Be Opened to the Public

In 1961 approximately 1650 acres of land near the Denver metropolitan areawere bequeathed to the
Division of Parks and Outdoor Recreation for use asa public park. The Division took title to the
property in 1986. Since taking title to the property, the Division has spent more than $4.3 million
for acquisition, development, and maintenance and operations, relative to Staunton. These
expendituresincluded paymentsfor back taxes, devel opment and environmental studies, and budgeted
operating costs of morethan $116,000 for Fiscal Y ear 2000. Thelargest portion of the expenditures-
-amost $4 million--was for the 1999 purchase of an additional 1900 acres of surrounding lands to
increase the size of the park and to create better public access. Despite owning title to the land,
purchasing adjacent property with public funds, assigning a full-time park ranger to the site, and
including it among its inventory of 40 parks on official documents, the Division has never opened
Staunton State Park to the public.

According to Department and Division management, there are two primary reasons why Staunton
remainsclosed. First, there hasbeen strong opposition from neighbors. Inaseriesof public meetings
in the spring and summer of 1999, residential neighbors expressed concerns on issues of traffic and
access, fire danger, the type of amenities to be offered, the types of vehiclesto be allowed, and the
impact of park development on existing resources and wildlife. Following the last public meeting,

For further information on this report, contact the Office of the Sate Auditor at (303) 866-2051.
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Department of Natural Resources management made a decision to postpone indefinitely the opening
of the Park. The second reason given for not opening Staunton is that vehicle access and traffic
issues have not been completely resolved. Neighbors living adjacent to the park objected to routing
park visitors viaaroadway |ocated next to their subdivision. Currently, the Divisionis pursuing the
purchase of one remaining in-holding that will eliminate entirely the need to access the park via
roadways adjacent to residential neighbors properties. The other roadway concern is that one
intersection leading into the park is a dangerous one and the increased traffic from the park will
increase therisksfor accidents. A traffic study conducted in October 1999 addressed thisissue and
posed severa solutions.

The Staunton property clearly meets the Division's criteria for establishing a state park and we can
find no compelling reason why it remains closed. Infact, by not opening Staunton as a public park,
the Division is not honoring the intent of the bequest and, therefore, the State could lose title to the
property. According to the conditions of the property’ s deed, the Staunton land isrestricted to use
asapublic park for the citizens of Colorado. Furthermore, the deed statesthat if theland isnot used
in this manner by the State, then it shall become the property of the City and County of Denver.
Currently, however, the park is off limitsto the public. Signage, placed by both the Division and by
neighbors around the gated park indicates that no trespassing, parking, or accessisalowed, and that
“violators will be prosecuted.” We understand the Division's need to develop and maintain good
communications and relationships with the neighboring residents and local governments. Thisis
something the Division actively pursues throughout the State. However, in the case of Staunton, by
acquiescingtoneighbors’ demands, the Divisionisessentially operating aneighborhood park at public
expense. We are recommending that the Division of Parks and Outdoor Recreation open
Staunton State Park to the public as soon as possible by setting a specific date for concluding
on the type of park Staunton will be, and by adopting and committing to a timeline for
planning, designing, developing, and opening the park.

Basic Accountability for Construction Projects|sLacking

Each year the Division engagesin various new construction, renovation, and controlled maintenance
projects. In Fiscal Year 1999, the Division spent at least $12 million for these purposes. So far, in
Fisca Y ear 2000, the Division has spent $9.9, and for Fiscal Y ear 2001, the Division has requested
$9.4 million. In reviewing the Division’s capital construction and controlled maintenance projects
and processes, we found the need for greater accountability and for improvements in the areas of
planning, budgeting, reporting, and project management.

Because the Division's capital construction and controlled maintenance funds derive primarily from
Lottery and Great Outdoors Colorado (GOCO) sources, they are not appropriated by the General
Assembly. Consequently, the Division is exempt from the standard capital construction budgeting
requirementsthat most other state agenciesare subject to. Thelack of accountability for construction
dollars and projects and the absence of consequences for failing to meet construction budgets and
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deadlines can be seen both onthelarge scale, asrelated to the Division'soverall construction planning
and budgeting, and at the individual project level. We found that the Division regularly shifts
significant amounts of funding among and between capital construction and controlled maintenance
projects. For example, inFiscal Y ear 2000 the Division transferred more than one-half (52 percent)of
itsoriginal $10.9 million capital construction budget from and among various projects. Thiskind of
excessive fund movement reduces accountability by making monitoring and tracking difficult. In
addition, it can create unlimited project time lines by prolonging indefinitely the life of certain
projects. Thelack of accountability isalso evident inindividual projects. Costsrelated to the planning
and construction of the' Y ampaHeadquarters/Campground Center outside of Hayden, Colorado have
increased by more than 225 percent in three years, from about $1 million in 1996 to more than $3.2
million in Fisca Year 1999.

We believe the Division has a responsibility to ensure that public funds, regardiess of their source,
are spent wisely and in accordance with constitutional, statutory, and public intent. To improve
accountability for capital construction projects and budgets, werecommend that the Division: (a)
develop and implement reportsreconciling budget toactualsfor all construction and controlled
maintenance projects, (b) adopt standar d expenditur e categoriesfor all construction projects,
(c) adhere to plans and budgets, and (d) make recommendations for statutory change by
working with the OSPB, JBC, and CDC.

It islikely that better preconstruction planning and design would have detected or foreseen many of
the problems that arose on the Yampa Headquarter's project. As capital construction projects
become more and more of apriority for the Division, it isimportant that planning errors are reduced,
adequate design work is conducted, and overall project management is strengthened. Often, parks
managers and staff are responsible for the planning and management of controlled maintenance,
renovation, and capital construction projects. For routine maintenance and less complex building
projects, this may be appropriate. However, as projects become more complex and costly, it is
essential that the Division ensure that personnel with appropriate expertise are assigned to planning
and oversight. In some cases this may mean contracting out preconstruction, design, and project
management responsibilities. Inother cases, conducting theseactivities, in-house, may beappropriate
and cost-effective. TheDivision should deter minewhether it hastheappropriate, qualified, in-
house staff to effectively and efficiently plan and manage construction projects or whether
alter natives such as outside contractor s should be identified and developed.

The Division does not have the systems in place to track, compile, and analyze construction project
information in either an aggregate fashion for all projects or in a summary fashion, for individua
projects. Therefore construction project data are not readily accessible, collected in a consistent
fashion among the parks, or compiled and reviewed at the Divisionlevel. Without these kinds of data
being readily available and routinely analyzed, the Division cannot effectively monitor its activities,
measure progress, determine where improvements are necessary, and provide information for sound
decison making. Therefore, we are recommending that the Division implement systems for
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managing construction proj ects, including providingaccountability for project milestonesand
individual park and regional performance.

I mprovements Are Needed In Concession Operations

In Fiscal Year 1999 there were 120 concessions, ranging from snack bars and food stands to river
outfitters, stables, rock climbing schools, and boat marinas, operating within Colorado State Parks.
Colorado, unlike some other states, does not directly operate any concessionsin its parks. Rather,
the Division contracts with outside providers. In exchange for this ability to operate in a state park,
concessionaires pay the Division annual fees. Most concessionaires (67 percent) operate on a
percentage basis, paying the Division, on average, about 5 percent of gross sales. In Fisca Year
1999, the Division collected amost $918,000 in revenue through its concession contracts.

Becausethe Division receivesapercentage of concession revenues, itisimportant that the concession
sales be accurately established and monitored. If just one large concession fails to accurately or
completely report sales, it could result in asignificant loss of revenues to the Division. We found,
however, that the Division does not audit or verify the accuracy of the concessionaires self-reported
salesrevenues. Webelievethat the Division should ensuretheaccur acy of concessions financial
records, including reported gross sales, by conducting periodic audits. This process should
include the adoption of an audit schedules, a standard audit work program, and mechanisms
for reporting and correcting problems and deficiencies.

In reviewing concession files and contracts, we found that Division staff assess concessionaires
variousfeesincluding an annual fee, an administrative fee, and a percentage of grossreceipts. Some
concessions are assessed all three fees, others are not. Some concessions pay an administrative fee
the first year only while others pay an administrative fee on an annua basis. Overall, we could find
no pattern or rationale for the fees or for the amounts at which they are set. We believe that the
Division should develop a concession fee methodology that is appropriate, equitable, and
efficient to administer by determining the purpose(s) for concession fees, establishing a fee
structure that addresses the purpose of the fees, documenting and distributing the fee
methodology and policies, and assessing, collecting, and accounting for fee revenues in an
efficient manner.

We found that there is little competition for concession contracts. To generate greater interest in
concession contracts and improve competition, there are several changes the Division should make.
First, the Division needs to be more proactive in soliciting bids. For example, thereis no systematic
process for tracking potential bidders or for sharing information about bidders among the Division's
four regions. Also, the Division hasnot identified other methods of increasing the number of bidsand
encouraging greater competition. Also, staff do not alwaysapply existing bid solicitation policiesand
procedures. Finaly, we found that Colorado’s concession contracts are significantly longer in
duration than are other State’ s contracts. The average length of along-term concession contract is
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10.2 yearsin Colorado. Thisistwice the average 5-year length of park concession contractsin six
other states we contacted--Alabama, Florida, Indiana, Missouri, Nebraska, and Texas. In addition,
Colorado often extends the initial contract with the same provider. In some cases, contracts have
been in effect with the same contractor for over 20 years. Overall, with contract extensions, the
average concession contract extends to more than 15 years. The length of concession contractsin
Colorado may serve asan impediment to competition. Reducing the length of contractswould mean
that the contracts would come up for bid more frequently. Increasing competition for concession
contracts could help to keep prices down and improve the quality of service and customer
satisfaction. In addition, shortening contract lengths would provide the Division greater flexibility
with regard to adjusting contract provisions. Therefore, we are recommending that the Division
improve competition for concession contracts and enhance bid solicitation processes by
() reviewing and modifying, as needed, existing bid solicitation policies and procedures,
(b) developing asystem for compiling and disseminatingthenamesof potential bidder samong
all four regions, (c¢) reducing the duration of contracts for the same concessions, and
(d) developing procedures to ensure that staff document the RFP and contract award
processes.

Wealsofoundthat the Division haseither fully or partially implemented each of therecommendations
madein our 1996 audit of feesand costs. Inour current audit, the Division agreesor partially agrees
to implement all of our recommendations. The completetext of the Division's responsesto the audit
recommendations can be found throughout the audit report.



RECOMMENDATION LOCATOR

Rec. Page Recommendation Agency Agency I mplementation
No. No. Summary Addressed  Response Date

1 19 Open Staunton State Park to the public as soon aspossible. Thisshould  Division of Parks Partially Planning to beginin
include setting a date for concluding on the type of park Staunton will be and Outdoor Agree 4t0 6 years.
and adopting and committing to atimeline for planning, devel oping, and Recreation
opening the park.

2 32 Improve accountability for the use of capital construction fundsby (a) Divisionof Parks a) Agree a) FY 2002-03
developing budget to actua reports, (b) adopting consistent expenditure and Outdoor b) Agree b) 11/01/00
categories within construction projects, (c) adhering to approved plans Recreation c) Agree c) 07/01/01
and budgets, and (d) making recommendations for statutory change. d) Partialy d) FY 2000-01

Agree

3 34 Determine whether construction projects can be managed effectively and  Division of Parks Agree FY 2001-02
efficiently using in-house staff or whether aternatives such as outside and Outdoor
contractors should be identified and devel oped. Recreation

4 37 Ensure accountability for controlled maintenance projects and budget  Division of Parks Agree FY 2000-01
requests by defining the types of projects and expenditures allowable and Outdoor
within the controlled maintenance category and by limiting the use of the Recreation
miscellaneous category.

5 39 Implement systemsfor managing construction projects, includingproject  Division of Parks Agree FY 2001-02
milestones and individual park and regiona performance. and Outdoor

Recreation
6 42 Ensure the cost-effectiveness of road construction and repair projectsby ~ Division of Parks Agree 5/1/02

conducting an updated road assessment and by implementing a road
construction and repair schedule.

and Outdoor
Recreation




RECOMMENDATION LOCATOR

Rec. Page Recommendation Agency Agency I mplementation
No. No. Summary Addressed  Response Date
7 45 Ensure the accuracy of concessions financial records, including reported  Division of Parks Agree 6/30/01
gross sales, by conducting periodic audits. and Outdoor
Recreation
8 47 Improve reviews and inspections of concession operationsfor healthand  Division of Parks Agree 12/01/01
safety purposes by reviewing existing policies, establishing asystem that and Outdoor
adequately addresses risks, and ensuring that staff properly document Recreation
reviews and inspections.
9 49 Improve the price approva process by documenting the comparisons  Division of Parks Agree 7/31/00
made and thefactors considered in approving or denying concessionaires and Outdoor
requests. Recreation
10 51 Develop aconcess on fee methodol ogy that isappropriate, equitable,and  Division of Parks Agree 12/01/01
efficient to administer. and Outdoor
Recreation
11 54 Improve competitionfor concession contractsand enhancebid solicitation  Division of Parks Agree 12/01/01

processes by (a) reviewing and modifying existing policies and
procedures, (b) developing a system for compiling and disseminating the
names of potential biddersamong all four regions, (c) reducing thelength
of concession contracts, and (d) ensuring that staff document the RFP and
contract award processes.

and Outdoor
Recreation




Background and Description

Department Authority and Structure

The Division of Parks and Outdoor Recreation (DPOR) is organizationally located
within the Colorado Department of Natural Resources. By statute, the Division is
responsible for managing Colorado’s parks and recreation areas. This includes
maintai ning existing parks, providing visitor services, and acquiring and managing real
estate. The Division is governed by the five-member Board of Parks and Outdoor
Recreation. Membersof the Board are appointed by the Governor to four-year terms.
The statutory duties of the Board include:

» Establishing fees for certificates, permits, licenses, passes, and any other
gpecial charges within limits set in statute.

* Adopting rules and regulations for the administration, protection, and
maintenance of state parksand recreation areas under the direct control of the
Division.

» Controlling, managing, devel oping, and maintaining (through the Division) all
state parks and recreation areas consistent with state policy.

State Park System

Asthe map on the following page shows, there are 40 parksin the state park system.
They areadministered through four regional offices—Metro, North, South, and West.
The parks, including the regional offices, remain open and staffed 365 days a year.
According to the Division’ s budget documents, the regional supervisors and project
managers supervise controlled maintenance, renovation, and construction projects
within their respective regions, as well as manage the day-to-day operations of the
parks. The regiona headquarters' offices also serve asvisitor centers where passes
and permits can be purchased. In addition, Division of Wildlife licenses and permits
may be purchased at each regional headquarter’s office. Centralized administrative
functions, located in the Denver and Littleton offices, include the campground
reservation system, financial services, public information and marketing, and design
and graphic services.
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For Fiscal Year 1999 the Division estimates that over 9.5 million people visited
Colorado’s state parks. The Division projects visitation will be over 10 million in
Fiscal Year 2000. The following exhibit provides descriptive information about the
parks and facilities available in each region.

Division of Parks and Outdoor Recreation
Park System Facilities
Fiscal Year 1999
Land Acres

Number of (including Trail Camp
Region Parks Back Country) Miles Sites
Metro 7 33,664 109 433
North 11 89,243 101 1,207
South 9 56,626 116 1,392
West 13 17,302 42 620
TOTAL 40 196,835 368 3,652
Source: Division of Parks and Outdoor Recreation.
Note: Thereare also morethan 2,000 picnic sites available

statewide.

Divison Funding and Staffing

In Fiscal Year 2000 the Division was appropriated atotal of 196 FTE. The Division
also operates the Seasonal Work Program to supplement its permanent FTE during
peak seasona periods. On average, the Division employs 500 to 600 seasona
workers each year. The Division’s Fisca Y ear 2000 total appropriation was about
$24.7 million. Asthefollowing exhibit shows, over one-half of the Division’ srevenue
is cash funds derived primarily from park user fees, including park passes, permits,
licenses, and reservations. Exempted cash funds include State Lottery and Great
Outdoors Colorado (GOCO) monies. In addition, the Division received about
$4.2 million in State General Funds and approximately $380,000 in federal funds.
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Division of Parks and Outdoor Recreation
Fiscal Year 2000 Revenue

*Cash Funds 54.4%

General Funds 17.0%

Federal Funds 1.5% **Cash Funds Exempt 27.1%

Source:  Office of the State Auditor analysis of Joint Budget Committee documents.
*  Over 95 percent of Cash Funds are from park user fees.
** Qver 80 percent of Cash Funds Exempt derive from GOCO.

Fees

By statute, “the system of state parks and state recreation areas should be financed
as much as reasonably possible through revenues derived from the users of the
system.” In Fiscal Year 1999 the Division administered 43 different fees, including
park admission passes; boat, snowmobile, and off-highway vehicle registrations,
picnic and campground permits; and swim passes. Prior to the 2000 Legidative
Session the maximum amount for many fees was set in statute. During the 2000
Session the Genera Assembly passed House Bill 00-1261 which authorizesthe Parks
Board to set the amounts for all but two fees. The legidation authorizes the Board
to increase fees by an amount in accordance with Tabor limitations. The legidation
also authorizes the Board to:

» Setlower feesfor particular facilities owned or operated by the Board by any
amount deemed necessary by the Board.

* Charge a park capacity fee on particular specified days or during particular
specified seasons of up to four dollars at any parks which the Board has
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determined that visitation or other capacity issues have significantly affected

the park’s resources and visitor experience.

For the most part the various categories of passes and permits are created in statute.
Thefollowing exhibit showsthefees charged for various passes and permits. Insome
cases the fee will vary depending upon the number of a people picnicking, for
example, or upon the size of the boat or snowmobile being registered.

Colorado State Parks
Fiscal Year 1999 Fee Schedule

Pass Type Fee

Park Pass

Daily Pass $4.00

Aspen Leaf Annual Pass (residents 62 $10.00

years & older)

Annua Park Pass $40.00
Boat Registration $15.25 - $30.25
Snowmobile & OHV Registrations (1) $15.25 - $50.25

Group Picnic

$25.00- $75.00

Campground Per mits

Class A - Class E (per night) $3.00 - $16.00

Reservation Fee (per reservation) $7.00
Swimming

Daily Pass $1.00

Annua Pass $10.00

passes and permit fees.
Note: (1) OHV = Off-Highway Vehicle.

Sour ce: Auditor’s analysis of the Division of Parks and Outdoor Recreation 1999
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Audit Purpose and Scope

The purpose of our audit was to review the efficiency and effectiveness of various
Divison of Parks and Outdoor Recreation operations. Our review focused
primarily ontheDivision’ splanning and management activitiesasthey relateto park
acquisitions, construction, and concession operations. Inaddition, wereviewed the
implementation status of the recommendations madein our 1996 performanceaudit
of Division fees and costs.
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Park Acquisition and Over sight
Chapter 1

Overview

By statute, it isthe policy of the State of Colorado that the natural, scenic, scientific,
and outdoor recreation areas of the State are protected, preserved, enhanced, and
managed for the use, benefit, and enjoyment of both Colorado citizensand visitorsto
the State. Statutes also declare that to carry out such a policy, "there shall be a
continuous operation of acquisition, development, and management of outdoor
recreation lands, waters, and facilities." In this chapter we discuss issues related to
the Division's and the Board's management and oversight of the State Park System as
it relates primarily to acquisition. Specifically, we focus on the State's long-term
ownership of property designated as park land but never opened to the public. In
addition, we discussthe ongoing issue of water useleases, which hasimpactsnot only
for the Division of Parks, but for other state entities, such asthe Division of Wildlife.

Staunton State Park Remains Closed to
the Public

In 1961 approximately 1650 acres of land near the Denver metropolitan area were
bequeathed to the Division of Parks and Outdoor Recreation for use as a state park.
The Division took title to the property in 1986. The donated Staunton property
(named for the donor) islocated about 40 miles from Denver off Highway 285 and
Elk Creek Road, near Conifer. Since taking title to the property, the Division has
purchased an additional 1900 acres of surrounding lands, bringing the total park
acreageto 3550 acres. Despite owningtitletotheland, purchasing adjacent property
with public funds, assigning afull-time park ranger to the site, and including it among
its inventory of 40 parks on officia documents, the Divison has never opened
Staunton State Park to the public.

As the following table shows, from Fiscal Year 1993 through Fiscal Year 2000 the
Division spent more than $4.3 million for acquisition, development, and maintenance
and operations, relative to Staunton. These expendituresincluded paymentsfor back
taxes, devel opment and environmental studies, aswell as budgeted operating costs of
more than $116,000 in Fiscal Year 2000. The largest portion of the
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expenditures—almost $4 million—was for the 1999 purchase of additional land to
increase the size of the park and to create better public access.

Staunton State Park Expenditures
Fiscal Years 1993 - 2000

Operating Costs - Fiscal Y ears 1993-99@ $ 63,000
Operating Costs - Fiscal Year 2000 @ 116,487
Development Planning 130,907
Environmental Assessment 20,817
Taxes® 32,109
Additional Land Purchase - 860 acres, Davis Ranch 1,930,000
Additional Land Purchase - 1040 acres, Elk Falls Ranch 2,010,000
TOTAL $ 4,303,320

Sour ce: Office of the State Auditor analysis of Division documents.

Notes:

(1) Auditor estimate.

(2) Beginning in Fiscal Year 2001, more than $27,000 of this Fiscal Y ear
2000 base funding figure for Staunton will be shifted to the operating and
seasonal work program budget for the soon-to-be—opened Brush Creek
State Park.

(3) In 1984 the Division paid outstanding property taxes from Jefferson and
Park counties to redeem the Staunton property.

It is important to note that the $4.3 million in costs we have identified is a
conservativefigure. It doesnot includethe operating or seasonal work program costs
for any fiscal yearsprior to 1993. Neither doesit take into account the value of some
of the physical structures that once existed on the Staunton property but have since
deteriorated into unusable condition. Therewaspotential for these structuresto have
been used as rental cabins. However, because of their current condition, they will
need to be removed or renovated (at additional cost) for safety reasons before the
park can be opened to the public.

Two Reasons Have Been Given for Not Opening
the Park

According to Department and Division management, the following are reasons why
the Park has yet to be opened:



Report of The Colorado State Auditor 17

* Thereisstrong opposition from neighbors. In the spring and summer of
1999 the Division sponsored public meetings about Staunton. Neighbors
articulated their concerns and opinions. In addition to traffic and access
issues, some community members objected to the opening of the park unless
itsuse was limited to daytime only, with no overnight camping, including the
use of RVsand car and tent camping. Also, neighbors raised questions about
fire danger and the impact of park development on existing resources and
wildlife. After the last public meeting, Department of Natural Resources
management made adecision to postponeindefinitely the opening of the Park.

* The park hasremained closed due to vehicle access and traffic volume
issues. Neighborsliving adjacent to the park objected to routing park visitors
via a roadway located next to their subdivision. According to Division
management, the purchase of the Elk Falls and Davis Ranch properties will
enable them to provide alternative points of entry and exit that will not
encroach upon the neighboring residents' properties. Currently the Division
is pursuing the purchase of one remaining in-holding that will eiminate
entirely the need to access the park via roadways adjacent to residential
neighbors properties. Another concern is that increased traffic will result
from the establishment of astate park at thislocation. The concernisthat one
intersection leading into the park is dangerous and the highway |eading to the
park (Hwy. 285) is aready overburdened. A traffic study conducted in
October 1999 addressed this argument and posed several solutions for
improving conditions at the intersection in question. Also, the outside
engineering firm retained by the Division to conduct the traffic study found
that service for weekday and weekend traffic, on the portion of the highway
in question, is currently at acceptable levels. The study went on to say that
by the Y ear 2020, with or without additional traffic from the park, the level
of service will drop to unacceptable for some days and times. Traffic
congestion and the increased risk for accidents are legitimate concerns that
requirethe Division'sattention. They are not unique problems, however. The
Division must address them and find solutions for every new park it opens.

Stauntoniscurrently off limitsto thepublic. Signage, placed by both the Division and
by neighbors around the gated park, indicates that no trespassing, parking, or access
is alowed, and that “violators will be prosecuted.” It is understandable that the
Division develop and maintain good communications and relationships with the
neighboring residents and local governments. Thisissomething the Division actively
pursues throughout the State. However, in the case of Staunton, by acquiescing to
neighbors demands, the Division is essentially operating a neighborhood park at
public expense.
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The Conditions of the Bequest Required the Use of
the Staunton Land as a Public Park

By not opening Staunton as a public park, the Division is not honoring the intent of
the bequest, and therefore, the State could losetitleto the property. According tothe
conditions of the property’s deed, the Staunton land is restricted to use as a public
park for the citizens of Colorado (emphasis added). Furthermore, the deed states
that if the land is not used in this manner by the State, then it shall become the
property of the City and County of Denver. Specifically, the deed states that the
property was bequeathed:

...to the State of Colorado for the use and benefit of the Department
of Natural Resources Division of Parks and Outdoor Recreation for
so long as the property shall be used as a park for the use and benefit
of the public and maintained to the maximum extent practical in an
undeveloped state, consistent with the need to provide appropriate
means of access and facilities for the public. If the property should
cease to be so used, then title shall automatically vest in the City and
County of Denver to be used as a park for the benefit of the public.
The citizens of the State of Colorado are designated third-party
beneficiaries of thisdeed and agreement and are hereby given standing
to enforce its terms with respect to the use of the property.”

The Divison Should Open Staunton State Park to
the Public

We do not find any compelling reason why Staunton is not open to the public. The
property clearly meetscriteriarel ated to the ease of acquisition, scenic quality, wildlife
habitat value, and regional demand. Asfar back as1984, Division documentsindicate
that Staunton would contribute positively to the existing park system. For example,
in 1984 the Division found that the“intrinsic natural amenitiesof theoriginal Staunton
donation and the Elk Falls Ranch property would enabl e each to stand alone asapark,
if necessary.” This 1984 planning document also stated that “the need for open space
and park land to provide recreational opportunities along the Front Range has been
well established.”

Since 1984 the demand and desire for additional park and outdoor recreation
opportunities have increased throughout the Metro Region. In Fiscal Year 1997 an
estimated 2.9 million people visited state parks in the Metro Region. By 1999 the
number of visitors had increased by 10 percent to 3.2 million. For Fiscal Y ear 2001,
the Division estimates visitation in the Metro Region will grow to about 3.6 million.
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Also, onerecent opinion poll indicatesamajority of Coloradans prefer acquired open
landsto be devel oped as parkswith easy public accessrather than preserved withlittle
public access. Findly, Division staff told us that when newspaper articles appeared
about Staunton in 1999, the Division was inundated with inquiries from citizens
wanting to visit the park.

Divison management told us that although the opening of Staunton has been
postponed, they do intend to someday open it to the public. Prior to that time, the
Division and the Board plan to open severa other parks around the state. These are
Brush Creek, John Martin, Cheyenne Mountain, and Lone Mesa. Division
management stated that Staunton has not been taken off its schedule of new parks.
Rather, its opening has been reprioritized, given theissues of neighbor opposition and
access. At the sametime, the planning and development of the four other new parks
has progressed more smoothly. Therefore, the Parks Board placed them higher on
the priority list than Staunton. We understand that priorities change and that plans
aremodified. In the case of Staunton, however, we believe that sufficient time has
past and that significant investments have been made such that the Division needs to
make a firm commitment to opening the park, including the establishment of date-
specific milestones.

According to Division documents, the two most popular outdoor activities in the
nation--hiking and walking--rely heavily on public agencies to provide appropriate
settings. We believe the Staunton, Elk Falls Ranch, and Davis Ranch properties
would provide, a a minimum, an excellent setting for these activities and possibly
others. The Division can determine the particular amenities to be available at the
park. Asaways, consideration should be given to uses and amenities that minimize
the negative impact to neighbors while at the same time offering appropriate access
to Colorado citizens.

As stated previously, we can find no compelling reason why the park remains closed
to the public and believe the Divison should take the necessary steps to open
Staunton as a state park. Indeed, the opening of Staunton would be particularly
fitting and significant, given the Governor's recent designation of 2000 asthe Y ear of
Colorado State Parks.

Recommendation No. 1:

The Division of Parks and Outdoor Recreation should open Staunton State Park to
the public as soon as possible by:
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a)

b)
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Setting a specific date for concluding on the type of park Staunton will be,
including its uses and amenities.

Adopting and committing to a timeline for planning, designing, developing,
and opening Staunton to the public.

Providing regular, public reports on the progress of development and
accomplishment of timeline milestones.

Division of Parks and Outdoor Recreation
Response:

Partially agree. The Division would like to open Staunton State Park, but
there remains substantial public opposition to doing so. Opening such a
property to the public will require aminimum level of facilities and adequate
staff/operating funds to provide assistance to the visiting public while also
attending to maintenance and other needs of the resource.

Over the past two years, State Parks has acquired five wonderful new parks
that must now be built and opened to the public. State Parks has limited
resources to allocate toward new park construction, staffing and operational
needs. To determine the priorities for getting these new parks opened to the
public, the State Parks Board looked at a number of factors such as
geographic need, strength of financial partners and trespassissues. Based on
this assessment, the Board developed a construction priority list which
includes:

e Brush Creek

e John Martin

* Cheyenne Mountain (JL Ranch)
e Lone Mesa

e Stauntor/Elk Falls

Development goalsfor al properties remains the same — to open these parks
to the recreating public as soon as practical.

Reasonswhy Staunton isnot currently atop priority are numerous. Adeguate
access to the park property, aswell as entering and exiting Highway 285 on
to the county road, continue to be major issuesthat should be resolved before
the park isopened. Neighborswho wereinitially opposed to conceptua plans
for the park are watching these issues carefully. Some concerned neighbors
have contacted their state legidators on this issue. Adequate planning and
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public outreach have yet to be completed to ensure that the state has public
support for the types of recreational opportunities that will ultimately be
provided at Staunton State Park.

Thisrecommendation a so suggeststhat regular public reportsshould bemade
available on the progress of the devel opment and accomplishment of timeline
milestones. Thisisbeing provided through the new Quarterly Reports on the
status of new park projects, required by Footnote 172 of HB 00-1451 (Long
Bill). Colorado State Parks submitted itsfirst such report on July 1, 2000 to
the Joint Budget Committee, Capital Development Committee, and other
offices of the Colorado General Assembly.

Proposed Implementation Date: We are going through the process to begin
planning in four to six years. The scope and timing of development will be
determined during the planning phase.

In Addition to Leasing Land, the Division
L eases Water Rights

Of the 40 parks within the State Park system, more than 30 provide some sort of
water-based activities such asboating, swimming, and fishing. Thethree most highly
visited parks—Cherry Creek, Chatfield, and Pueblo—are al well known for their
water-based recreationa activities. Given the overal ratio of water to land in
Colorado, the Division has done a good job of providing citizens with parks that
include some type of water-based recreation.

Water is a precious commodity in the western United States, and its scarcity makes
it expensiveto obtain and use. Thefact that Colorado leases the majority of its park
lands meansthat its also leases most of the water rights on those lands. For example,
the Division leases Cherry Creek and Chatfield State Parksfromthe U.S. Army Corps
of Engineers. These leases encompass both land and water and are long-term
arrangements with the federal government. The Division pays nothing for the two
leases. However, it is responsible for the costs associated with operations and
upkeep. Not all of the Division’sleases, however, are as stable or straightforward as
those for Cherry Creek and Chatfield. For example, at Jackson Lake Park, the
Division owns the surrounding lands and the land under the lake but leases the rights
to the water itself.
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Water L ease Negotiations Have Recently Been
Problematic

The Division's water leases with entities like the federal government have not
traditionally presented any problems with regard to renegotiations. However, other
leases have recently been difficult in terms of renewal as well asinitia negotiations.
For example, in recent years the Division has been faced with difficult negotiations
related to:

Jackson Lake. The water rights at Jackson Lake Reservoir are owned by a
privatereservoir andirrigation company. However, most of theland under the
lake and part of theland surrounding it are owned by the Division. Morethan
two years ago the Division and theirrigation company began negotiationsfor
the Division'sright to continue using the surface of the water for recreational
purposes. However, by December 31, 1999, negotiations had broken down,
a new agreement had not been reached, and the previous 14-year lease had
beenterminated. For asix-month period between January and June 2000, use
of the lake was closed to the public. The park itself remained open for
camping, hiking, and other activities, but no fishing or water-based activities
were permitted.

In late May 2000 the two parties entered into a new lease agreement. The
financia terms of the new agreement generally revolve around the costs for
repair and modification of the Jackson Lake Reservoir Dam, which isowned
by the reservoir and irrigation company. According to the lease, the parties
agree that substantial repair is needed to ensure the "integrity of the dam and
to maximize recreational opportunities." It isanticipated that the costs for
repairs and improvements will be at least $3 million. The total amount to be
paid by the Division is $1.7 million.

The mgjority of the $1.7 million payment—3$1.4 million—is to take the form
of a 30-year repayment of a construction financing loan from the Colorado
Water Conservation Board. The irrigation company is responsible for any
additional construction costs. In exchange for the total $1.7 million, the
Divison will have use of the water surface for 30 years. The average annual
payment by the Division for the new |lease—$56,666—is significantly more
than the previous payment of about $7,107 per year. However, the new lease
amount isless than the $60,000 per year current appraised value of the water
lease. It is also important to note that the 30-year lease arrangement is
contingent upon the Water Conservation Board's approval of the Division's
and the irrigation company's loan application(s) as well as the Genera
Assembly's approval of the Water Conservation Board's |oan.
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» Harvey Gap. Harvey Gap State Park had to be closed for three months,
from December 1997 to March 1998, while the Division negotiated a new
lease agreement with the owners of the reservoir. The new leaseis for the
same term of five years with a lease amount double the previous
lease—$4,000 per year.

* Great Plains. During our audit the Division was planning a new park in
southeast Colorado, near Lamar. Theland for this park wasto be donated by
alocal economic development group. The water rights were to be acquired
from an irrigation company. Because of the recent difficulties arising from
water rights lease renewals, the Parks Board determined that staff should
obtain aperpetual easement, rather than alease, at the Great Plainsreservoir.
However, according to staff, irrigation companies have historically been
reluctant to grant perpetual easements. Negotiations which were under way
at the start of our audit had broken down by the end of our audit. In
April 2000 the Division announced that it had terminated plans for a park at
this particular location, although it is still planning to open apark in the area.

The amount of payment for water rights leases appearsto be the most difficult detail
to negotiate. The irrigation companies in both the Jackson Lake and Harvey Gap
situations were asking significantly more in payment in the lease renegotiations than
the Division had paid inthe past. At Great Plainsthe cost for |easing the water rights
also appears to have been at issue. In al of these cases the Division has been
reluctant to enter into lease agreements in which payments were considerably more
than in the past. The influx of lottery funds has provided the Divison with a
significant source of additional resources. According to Division staff, this point is
not lost on potential lessors. Also, staff told us that in the case of Great Plains the
potential water rights lessor expressed an interest in awaiting the outcome of the
Jackson L ake negotiations before proceeding with those at Great Plains.

Conclusion

We support the Division'sand the Board's decisionsto carefully eval uate the costsfor
water rights leases. As stated previoudly, the Division has done a commendable job
of providing citizens with water-based recreational activities. Although thereis a
demand for water parks in the State, the Division should continue to evaluate the
relative costs and benefits to citizens from developing water parks. For example,
Division management told us that in evaluating the costs and benefits from the new
lease at Jackson Lake, they considered a number of factors. Among the
considerations were the impacts the Park's closure would have on annual visitors
(about 300,000) and the effectsclosurewould have onthe Division'sexisting facilities
investment of about $8 million at the park.
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TheDivision and the Board have aresponsibility to ensurethat the public fundswithin
their control are spent wisely, and that the terms of water leases are mutually
beneficial to both the State and to the lessors. Although it is not the most desirable
situation, it may be appropriate that the Division and the Board, from time to time,
not enter into agreements that are too costly or that do not provide citizens with an
appropriate return in exchange for the costs. This may mean that certain parks will
be closed either permanently or temporarily. Because the Division and the Board
have devel oped water parksin at least 30 locations around the State, citizensdo have
aternatives. It would also be prudent for the Division to position itself, through
access controls, easements, and other means, to minimize the lessor’'s leverage in
future contract negotiations.
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Park Construction
Chapter 2

Background and Overview

Managing the existing state park system to realizeitsfull potential and securing new
parklands to meet the State's future outdoor needs are two of the Division's primary
goals, as well as statutory purposes. As the Division states in its 1998-2003
Horizon's plan:

Care and upkeep of our parks is essential to preserving the quality
experience our visitors have come to expect. With this in mind,
effortsto invest in our parks through rehabilitation of facilities, roads
and traills must be strongly emphasized. At the same time, the
attitudes and preferences of Coloradans about parks and amenities
continueto change and grow. To addressthese demandsover the next
fiveyears, we must respond with significant, sustained investmentsto
rehabilitate the existing park system, provide facilities to meet the
ever-changing needs of our visitors, and look for opportunities for
new, improved ways of doing business.

To achieve these goals, the Division annually engages in various new construction,
renovation, and controlled maintenance projects. In Fiscal Year 1999 the Division
spent at least $12 million for these purposes. So far in Fiscal Y ear 2000 the Division
has spent $9.9 million, and for Fiscal Year 2001 the Division has requested $9.4
million. Of al the projects the Division engages in each year, about 20 could be
classified as mgjor park development and renovation projects. These projects are
typically funded over severa years. Some recent major projectsinclude the Lathrop
State Park renovation and the Y ampaValley Legacy Project. Inaddition, during any
given year, the individual parks conduct basic park maintenance such as repairing
buildings, campgrounds, and trails.

In reviewing the Division’s capital construction and controlled maintenance projects
and processes, we found the need for greater accountability and for improvementsin
the areas of planning, budgeting, reporting, and project management. Each of these
areasis discussed in detail in this chapter.
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Basic Accountability for Construction
ProjectslsLacking

TheDivision’scapita construction and controlled mai ntenance fundsderive primarily
from Lottery and Great Outdoors Colorado (GOCO) sources. For example, Article
XXVIII, Section 3, (1),(b), of the Colorado Constitution specifies that 10 percent of
net lottery proceeds will go directly ("off-the-top”) to the Division for the
"acquisition, development, and improvement of new and existing state parks,
recreation areas, and recreational trails." As such, these funds are not appropriated
by the Genera Assembly. Consequently, the Division of Parks and Outdoor
Recreation is exempt from the standard capital construction budgeting requirements
that most other state agencies are subject to. These exemptions are established in
statute. Specifically, Section 24-30-1303, (3) and (5)(b), C.R.S,, states;

All buildings and facilities, except public roads and highways and
projectsunder thesupervision of theDivision of Wildlifeand the
Divison of Parks and Outdoor Recreation, erected for state
purposes shal be constructed in conformity with a construction
procedures manua for state facilities and state-assisted facilities
prepared by the department and approved by the governor. Such
construction shall be made only upon plans, designs, and construction
documentswhich comply with approved state standardsand rulesand
regul ations promulgated pursuant to thissection. (Emphasisadded.)

Because of this statutory exemption, the Division is not required to have a capital
construction plan approved by the Capital Development Committee (CDC).
However, the Division, on a voluntary basis, does prepare an annual plan, which it
presents to the CDC for its review. The CDC-reviewed plan, including the
construction budget, is then presented in a modified format in the Long Bill. Also,
beginning in July 2000, the Division is to report, on a quarterly basis, to the Joint
Budget Committee (JBC) on all new park development projects.

Although the Division undergoes these legidative review processes, they are not
meaningful for two basic and interrelated reasons. First, as stated above, legidative
approval is not required for the Division to receive its Lottery and GOCO proceeds.
Second, the Division does not adhereto the construction plansand budgetsit presents
to lawmakers and other oversight entities. One reason for this is that there are no
consequences associated with the Division's failure to do so. As the following
sectionsdetail, thelack of accountability and consequences can be demonstrated both
on the large scale, as related to the Division's overal construction planning and
budgeting, and at the individual project level.
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The Division Frequently M oves Funds Between
Projects

The Divison regularly shifts significant amounts of funding between capita
construction and controlled maintenance projectsafter it presentsitsconstruction plan
to the CDC and after the Long Bill has been approved by the General Assembly. For
example, in Fiscal Year 2000 the Division transferred at least $5.7 million in capital
construction funding from and among the projects delineated in its plan to the CDC.
The transfer of funds occurred during the “May reallocation” following the passage
of the Fiscal Year 2000 Long Bill. The $5.7 million that the Divison moved
represented 52 percent of itsoriginal $10.9 million capital construction budget. Inall,
the Division made 16 fund transfers. Among the changes were:

* Funds moved between projects. The Division moved funds among seven
projects that were included in the Long Bill. These fund transfers totaled
$3.1 million.

* Projectsaredelayed. Threeof theoriginal seventeen projectsweretaken off
the CDC-reviewed list. According to Division management, these projects
have not been canceled, but rather, they have been delayed. The total
budgeted amount for these three projects was $1.6 million. The funds were
reallocated to various projects, some of which had been reviewed by the
Capital Devel opment Committee and some of which were added and had not
been reviewed, as described below.

* Fundswere moved to projectsthat had not been reviewed by the CDC.
The Division transferred funds to nine projects that were not included in the
Long Bill. These included renovation projects at Bonny, Boyd, and Golden
Gate State Parks. Funds were also moved to a project at the unopened
Staunton State Park. In total, $2.3 million was moved to projects that the
Division had not presented to the CDC for its review.

Because of the statutory provisionsthat exempt the Division from the standard capital
construction requirements, nothing precludes the Division from making these kinds
of transfers.

Excessive Fund M ovement Diminishes
Accountability

Moving funds and changing project schedules as frequently as the Division does
presents problemsin terms of tracking, monitoring, and accountability. Specifically:
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» Excessive fund movement can create unlimited project timelines. The
frequency with which the Division moves funds means it could prolong
indefinitely the life of certain projects. Thisis especialy true of projectswith
multi-year budgets. For example, in Fiscal Y ear 2000 the Division identified
$669,000 as being needed for the renovation of Lathrop State Park. This
alocation represented the second-year funding for a three-year planned
renovation. In May 2000 the Division transferred all of the second-year
funding for the Lathrop project to other projects. This means that what was
originaly planned as a three-year project will extend to at least four, and
possibly more, years. Construction costs typicaly increase over time.
Extending projectsin this manner will likely result in additional future costs.

» Extensive movement makesit difficult to track spending. The Division
does not have any mechanism for reconciling original capital construction
plans and budgets with final budgets and completed projects. This fact,
coupled with the frequency at which the Division transfers funds, makes it
almost impossible to track spending. Consequently, there is no reliable or
easly accessible way in which to determinetotal project costs, including cost
overruns or whether projects came in under budget.

* Fundsmay not be spent asintended. Theregular transfer of fundsamong
and between projects compromises achievement of Division plans, goals, and
objectives. In addition, presenting capital construction plans and budgets to
the General Assembly that are subsequently and radically changed negatesthe
purpose of legidative scrutiny.

The Lack of Accountability IsAlso Evident in
Individual Projects

In 1996 the Division, along with the Division of Wildlife and local government and
nonprofit partners, received funding from Great Outdoors Colorado (GOCO) for a
Legacy Project Grant for the Yampa River System. Legacy project grants provide
multiyear funding in conjunction with matching funds, for projects that address at
least two of GOCO'’s four funding categories of outdoor recreation, wildlife, open
space, and local government projects. Legacy projectsarelarge-scale, of astatewide
and/or regiona significance, and typically involve multijurisdictional partnerships.
The GOCO Board approved a Legacy grant of $6 million for the first three years of
the' Y ampaproject. Of thistotal, $2 million was awarded to the Division of Parksand
Outdoor Recreation, primarily for the acquisition and development of a
headquarters/campground and for access/recreationleasesontheY ampaRiver. Since
thisinitial $2 million award, the Division has made requests for and has been awarded
two more Legacy grants totaling $1.8 million for its portion of the Y ampa project.
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Asof January 2000, GOCO had awarded atotal of $10.5 millionto the partnersinthe
Y ampa Legacy Project.

The Division's additional GOCO Legacy funding is primarily needed to address cost
overruns related to the planning and construction of the Yampa
Headqguarters/Campground Center outside of Hayden, Colorado. The costs for the
Headquarters/Campground have increased by more than 225 percent in three years,
from about $1 million in 1996 to more than $3.28 million in Fiscal Year 1999.

Costs Are Difficult to Identify and Track

According to the Three-Year Progress Report, Budget, and Follow-On Funding
request submitted by the Y ampa partnersin 1999, the reasons for the Division's cost
overruns on the Y ampa Headquarters/'Campground project are:

A number of unforeseen issues has made the establishment and
construction of a headquarters site considerably more expensive than
was first estimated. The fee title purchase of a 70-acre property,
numerous additional planners and consultants, poor soil types,
construction of accel/decel lanes on Highway 40, construction cost
increases over three years, and the added cost of developing a
sophisticated domestic water system due to failed attempts to locate
well water and an on site water system have all contributed to the
greater need for funding.

In analyzing the Y ampaHeadquarters/Campground project, it seemslikely that more
comprehensive, timely, and detailed planning would have identified " poor soil types’
andthelack of availablewel | water beforeland acquisitionswere made, initial budgets
were presented, and funding was requested. In addition, we found two other
problematic areas specific to the Yampa project, that we believe the Division needs
to address to improve accountability for all construction projects.

* Thereisno consistency in theitemsincluded in Yampa Headquarters
project budgets. Therefore, itisdifficult toidentify or track particular items
or areas in which spending has been over or under budget. The following
illustrates this for two Y ampa Headquarters/Campground reports.
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April 1998 Report January 2000 Report
Campsites $150,000 Property acquisition $350,000
Roads 100,000 Campground, roads, parking 750,000
Accel/decdl lanes 200,000 Accel/decdl lanes 425,000
Utilities 250,000 Domestic water system 350,000
Maintenance Bldg 200,000 Wastewater treatment facility 395,000
Headquarters 300,000 Buildings 905,000
Camper ServicesBldg . 300,000 Primary electric 33,000

Site work, sidewalks, landscaping 72,000

TOTALS $1,500,000 $3,280,000

* Budget requeststo legidative entitiesare not reliable. InitsFiscal Year
2000 Capital Construction Request to the Capital Development Committee,
the Division reported that the FY 2000 Request would complete the
$2.4million YampaRiver System project, including recreational river access
leases, park headquartersdevel opment, and campground additions. However,
inthefollowing Fiscal Y ear (2001) the Division"requested” another $200,000
for the $2.2 million project. Thistime, the additional funds were requested
to "create additional river access leases, to complete the Elkhead Reservoir
development, including a small campground, boat ramp improvements, a
picnic area, and restrooms.” (Emphasis added.)

Consistent, accurate, and detailed reporting on construction projects would provide
greater accountability for the expenditure of public funds for state park projects. In
our Fiscal Year 1999 Financial Audit of the State Board of the GOCO Trust Fund,
wearrived at asimilar conclusion related to the Division of Wildlife's documentation
and reporting for itsLegacy projects. Specifically, wefound that the Division had not
provided detailed project descriptions related to Legacy grant expenditures.
According to the audit, "Without such detail, the Board is unable to determine the
nature of the expenditures and thus is unable to determine compliance with the
provisions of Article XXVII of the Colorado Constitution." More detailed and
consistent reporting would also provide the Division with budget and expenditure
information critical for effective project management.

Other Exempted Agencies Have Similar Problems

We believe there are good reasons for having some flexibility with regard to capital
construction funds. Unforeseen emergencies such as flooding or lightning strikes
have resulted in immediate responses from the Division. However, these kinds of
events are infrequent. We have concerns with the Division's overal lack of
accountability for capital construction funds and budgets. Thisisaconcern we have
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expressed in audits of other agencies as well. Recent audits of the other two
agencies—the Divison of Wildlife and the Colorado Department of
Transportation—which are excluded from the statutory capital construction budget
requirements revealed that they, too, have problems managing construction projects
and reconciling planned and actual budgets. 1n both caseswe maderecommendations
for improved accounting and reporting, including the preparation of budget to actual
reports. In another, soon-to-be-released, statewide audit of Capital Construction
Contingency Funds, we make further recommendations for improved accountability
and oversight at the Divisions of Parks and Wildlife and at the Department of
Transportation.

There Are No Consequences for Construction Cost
Overruns

The Division of Parks and Outdoor Recreation has a responsibility to ensure that
public funds, regardless of their source, are spent wisely and in accordance with
constitutional, statutory, and public intent. However, there are no consequences
when the Division does not meet construction deadlines or overspends its
construction budget. As previoudly stated, the Division's Lottery and GOCO funds
are not subject to legidative appropriation, and statutes specificaly exclude the
Division from the level of scrutiny most other agencies must undergo.

Nonetheless, thereis statutory precedent for the Division to provide accountability
for itsmagjor acquisition plans and expenditures. For example, statutes mandate that
the Parks Board submit areport to the Capital Development Committee whenever the
Board intendsto acquire the feetitleto any real property (exceeding $100,000) or to
acquire an easement lasting longer than 25 years, or to sell or dispose of such
property. According to Section 33-10-108, (h)(2), C.R.S., the report isto outline
the anticipated use of thereal property, the maintenance costsrelated to the property,
the current value of the property, and any limitations restricting the use of the
property. The Division could develop and implement similar kinds of reporting
mechanisms for capital construction plans and budgets. Furthermore, the Division
should work with the Office of State Planning and Budget (OSPB), the Joint Budget
Committee (JBC), and the Capita Development Committee, to develop
recommendations for statutory change requiring legislative oversight for all capital
construction projects and expenditures.

In addition, budget to actual reports would go far to improve accountability. The
Division should aso adopt standard, consistent categories for construction project
detail. Finaly, until legidative changes are made, the Division needs to adhere, as
much as possible, to construction plans and budgets by adopting a policy of limiting
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fund transfers after documents have been reviewed and approved by the General

Assembly.

Recommendation No. 2:

The Division of Parks and Outdoor Recreation should improve accountability for its
use of capital construction funds by:

a. Developing and implementing reports reconciling budget to actuals for al
construction and controlled maintenance projects.

b. Adopting standard, consistent categories or expenditure lines within all
construction projects.

c. Adhering to approved plans and budgets.

d. Making recommendations for statutory change by working with the OSPB,
JBC, and CDC.

Division of Parks and Outdoor Recreation
Response:

a

b.

Agree. State Parks recognizes the need for more effective construction
project tracking mechanisms. This has long been identified as a planning
tool that that would greatly benefit our agency. Working with Capital
Development Committee staff, wejointly devel oped amuch moredetailed
and consistent template for Parks devel opment information submitted for
CDC consideration of pending rea estate acquisitions/leases. The new
quarterly reporting requirement for new parks (seedescriptionin previous
answer) has also hel ped tighten the methods we useto track and report on
construction projects.

We will attempt to implement a more effective procedure for reconciling
budgets to actuals, however, staffing levels are insufficient to fully
implement and administer the reporting we would like to see. The extent
of our ability to address this will betied to the success of an initiative to
acquire additional FTEs in the 2001 legidative budget process.

Agree. The Division will look hard at tightening the categories.
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c. Agree. Sticking to an agreed-to plan/budget makes good sense, and may
requirefinetuning our existing process. The current system enablesusto
be responsive to changing priorities and to take advantage of new
opportunitiesthat may arise. We understand, however, that reporting this
information to the legidature only once ayear has created confusion. As
we respond in part (d) of this recommendation, we are soliciting
commentsfrom CDC, JBC and OSPB staff on how we can report budget
changes quickly and accurately.

The nature of our business requires a reasonable level of flexibility. For
instance, some renovations and other capital construction projects were
not pursued at identified parks because of the USFWS Federal Aid Audit.
With the potential that certain parks could end up reverting to the
Division of Wildlife to be managed as wildlife areas it would not have
been awiseto expend fundsfor recreation facilities at these areas until the
future use of the areas had been determined. In another case, Cherry
Creek, Chatfield and Trinidad have not and will not receive badly needed
renovation fundsuntil the state successfully establishes an agreement with
the US Army Corps of Engineers to costs share renovations at the three
parks. Proceeding with renovations at the three parks before the cost
sharing agreement negotiationswoul d threaten the potential for obtaining
$15 million in federal funds.

d. Partialy Agree. The Divison would like to pursue administrative
solutions to this recommendation before statutory changes are
contemplated. The past five years have brought enormous changes for
State Parks' capital construction process. During that time, GO Colorado
has become very entrepreneurial, requiring State Parks to come up with
a 20 percent match on grants we have received. This has required our
agency to shift funding priorities frequently. We believe this period of
disruption to our planning process has settled down and are anticipating
going for longer term grants from GO Colorado in the future. The
growth in State Parks' capital budget during that time has also required
some adjustments, particularly in the project management aspects of our
business.

The Division has identified the shortcomings highlighted by this
recommendation and has been proactivein establishing solutions. Again,
the improvement in the information provided to the CDC and the new
Quarterly Report on new parkswill greatly improve our current effortsto
improve construction fund accountability. The concept of regular
reporting was actually an idea that we brought forward with JBC staff.
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Additional reporting requirementsthat are not accompanied by additional
staff would be difficult to implement.

Responsibility for Project Planning and
Oversight Should Be Reviewed

As previoudly stated, it is likely that better preconstruction planning and design
would have detected or foreseen many of the problems that arose on the Yampa
Headquarter's project. Ascapital construction projects become more and more of a
priority for the Division, it is important that planning errors are reduced, adequate
design work is conducted, and overall project management is strengthened. Often,
parks managers and staff are responsible for the planning and management of
controlled maintenance, renovation, and capital construction projects. For routine
maintenance and less complex building projects, this may be appropriate. However,
as projects become more complex and costly, it is essentia that the Division ensure
that personnel with appropriate expertise are assigned to planning and oversight. In
some cases this may mean contracting out preconstruction, design, and project
management responsibilities. In other cases, conducting these activities, in-house,
may be appropriate and cost-effective. The Division should examine the costs and
benefitsof variousarrangements. Among thefactorsthat should be considered arethe
costs and benefits of having park managers oversee construction projects in
conjunction with their other duties. It must be remembered that when park managers
and staff are overseeing construction projects, they are not able to perform many of
the other park-related tasks for which they were hired and trained. The Y ampaRiver
System Legacy Project could serve as one case study for the Division to review and
evauate. The Division should also examine other construction projectsto determine
how improvement can be made in project planning and management.

Recommendation No. 3:

The Division of Parks and Outdoor Recreation should determine whether it has the
appropriate, qualified, in-house staff to effectively and efficiently plan and manage
construction projects or whether alternatives such as outside contractors should be
identified and devel oped.
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Division of Parks and Outdoor Recreation
Response:

Agree. TheDivisionagreesthat asmuch engineering, design and construction
work as possible should be contracted out. We need, however, to ensure that
we retain in-house project managers. Although the Division currently
contracts out for design and engineering work associated with our
construction projects, much of it is the responsbility of existing staff to
oversee this work. Each of the four park regions employees a landscape
architect and a professiona engineer to manage the Division’s construction
projects, with little or no clerical or accounting support staff. The Division
is currently receiving approximately $18 million per year for construction
projects, many of these are multi-year projects. These projects and
contractors require a significant amount of oversight — much more than our
existing full-time professiona staff can reasonably be expected to handle. As
aresult, theregiona architects and engineers must rely on park managersfor
on-site construction management coordination. The Division agreesthat this
is an inefficient use of park managers time. The Division has clearly not
maximized contracting opportunities with construction inspectors. We will
place high priority on improving this. Additionaly, to correct the heavy
reliance on park managersfor construction-rel ated tasks, weintend to pursue
alegidative initiative to gain additional FTEs.

The Division Needsto Review the Parks
Uses of the Controlled M aintenance
Category

In 1998 the Division completed asurvey of its park and regional managersconcerning
service levels at the parks and gaps in the system. In February 1999 the Division
presented a summary of the survey findings, as well as a discussion of other issues,
in areport entitled Project 98 - A Look at Our System. One of the topics of the
survey was infrastructure needs, including controlled maintenance and
renovation/capital construction. The survey asked the managers to assess their
controlled maintenance needs over the next fiveto twenty years. The Division intends
to usethe survey resultsto devel op a sustainable 20-year mai ntenance and renovation
planfor each park inthe system. According to the Division’ sHorizonsdocument, the
renovation plans are expected to be in place and operating in the parks by 2003.
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Controlled maintenance projects as defined in Section 24-30-1301(2), C.R.S,, are:

Corrective repairs or replacement used for existing state-owned,
genera funded buildings and other physical facilities, including, but
not limited to, utilities and site improvements, which are suitable for
retention and usefor at least five years, and replacement and repair of
the fixed equipment necessary for the operation of such facilities...

In its Project 98 report the Division defines controlled maintenance as "the minor
maintenance and repair work that is needed to keep our parksin good working order
and acceptable to our visitors." The Division considers building repairs, grounds,
roads, vegetative management, sign repair and replacement, technology
(e.g.,computer upgrades,) capital equipment, and miscellaneous projects to be
controlled maintenance.

Some “ Miscellaneous’ Controlled M aintenance
Projects Appear to Be Misclassified

Asaresult of our review of the Project 98 report, Division budget requests, and the
Colorado Financial Reporting System (COFRS) reports, we question the
appropriateness of some of the projects the regions identified as controlled
maintenance, particularly within the “miscellaneous’ category. All four regions
included a “miscellaneous’ category in their 1998 controlled maintenance surveys.
This category contained different projects for each region. Some of the projects are
not adequately identified. Therefore, their exact nature cannot be determined. Others
do not appear to be appropriately classified as controlled maintenance projects. In
some cases the reguested amounts are significant. Without more complete
identification, itisdifficult to determine whether the requested funding is reasonable
or justified. Some of the questionable projects we identified in the miscellaneous
controlled maintenance category include:

» Metro Region. Listed a cultural resource study, land acquisitions, and
training materia s with the miscellaneous category. The region estimated that
these items, aong with site planning, design, and other “ specia projects’ will
cost $250,000 over the next five years.

* North Region. Included clerical development, contingency, computer and
technical assistance, park furniture, and playground equipment in its
miscellaneous category. The region estimated that these and other
miscellaneous items would require $592,000 over the next five years.
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* South Region. Inthe Project 98 report, the Division states that the south
region identified “many of the things that the other regions listed under
miscellaneous.” The estimated five-year costs for these unidentified items
were $60,860.

 West Region. Provided a broad category of “projects to rehabilitate the
park.” Estimated five-year costs were set at $202,500.

Many of these items do not fit the statutory definition or the Division's definition of
controlled maintenance detailed above. For example, statutes require that land
acquisition such asthat cited by the Metro Region, regardless of the value, be treated
as a capital construction item and not controlled maintenance.

Aswiththeneed toimproveaccountability for capital construction funds, theDivision
needs to ensure greater accountability for the controlled maintenance projects
undertaken by the regions. All of the regions should be identifying, assessing, and
monitoring controlled maintenance projects and budgets in a consistent and
appropriate manner. To do this, the Division should establish what projects and
expenditures satisfy the statutory definition of controlled maintenance. In addition,
the Division should consider limiting the amount allowable under the heading of
“miscellaneous.” In its five-year controlled maintenance budget, "miscellaneous’
projects represent 10 percent, or $1.1 million, of the total $11.2 million controlled
maintenance budget. Only the controlled maintenance categories of "buildings' and
"grounds’ represented larger portions of the total budget (33 and 17 percent,
respectively). The Division also should provide written budget guidelines for the
regions to use in preparing budget requests. Finally, the Division needs to regularly
review regiona and park controlled maintenance requests.

Recommendation No. 4:

The Division of Parks and Outdoor Recreation should ensure accountability for
controlled maintenance projects and budget requests by:

a. Defining the types of projects and expenditures allowable within the
controlled maintenance category.

b. Limitingthe use of the miscellaneouscategory, including the amountsthat can
be requested.

c. Providing the regions with regular review and instruction regarding
preparation of controlled maintenance budgets.
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Division of Parks and Outdoor Recreation
Response:

Agree. Wewill re-definethe controlled maintenance category and ensurethat
expenditures are properly coded.

The Division Should Develop Project
M anagement Systems

During our audit we requested that the Division provide us with an up-to-date
rendering of all the capital construction and controlled maintenance projectscurrently
under way. Specifically, we wanted information comparing budget to actual
expenditures, project timelines, and milestones. The Division wasnot ableto provide
uswith thisinformation in either an aggregate fashion for all projectsor inasummary
fashion, for individual projects.

It appears that individual park staff, who oversee various construction projects, may
have information about project specifics. The Division, however, does not have a
systemin placeto track or compilethisinformation. Therefore, construction project
data are not readily accessible, collected in a consistent fashion among the parks, or
compiled and reviewed at the Division level. We consider the information we
requested to be basic management information necessary for cost-effective project
oversight and completion. Without these kinds of data being readily available and
routinely analyzed, the Division cannot effectively monitor its activities, measure
progress, determine where improvements are necessary, and provide information for
sound decision making. The Division needs to adopt methods of tracking that
promote accountability for the efficiency, effectiveness, and outcomes of its capita
construction operations. Finally, accountability is incomplete unless the Division
provides such information to the General Assembly and to the public. Decision
makers and taxpayers need evidence that the Division is spending money wisely and
as it was intended. The Division could provide this evidence by following more
closely the plans it develops and submits for approval to the CDC. It could also do
so by developing a system to track, at a Division level, the progress, timeliness, and
spending on its capital construction and controlled maintenance projects.
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Recommendation No. 5:

The Divison of Parks and Outdoor Recreation should implement systems for
managing construction projects, including providing accountability for project
milestones and individual park and regional performance.

Division of Parks and Outdoor Recreation
Response:

Agree. Over the past decade, State Parks' construction funding hasincreased
dramatically. Our capital budget has amost doubled to $19.1 million in the
past five years alone, and the number of annual projects has also significantly
increased. A tremendous increase in construction project management and
accounting responsi bilitieshave accompanied thisgrowth aswell. State Parks
understands that our agency needs to change the way we manage our
construction projects.

Within one year the Division will put in place a system to manage our
construction projects. In addition, State Parks is committed to providing
relevant training to our staff, including professional project management
methodology. We will aso work to secure additional support staff for these
areas.

The Division Is Committing Additional
Fundsto Roadway Repair

Since at least 1995, the Division hasidentified the need to improve roadways within
the state park system. Consequently, the Division has taken steps to commit
additional resources toward this effort. Beginning in Fiscal Y ear 2001, the Division
will use a portion of its Lottery Funds, in addition to its annua $300,000 allocation
from the Highway Users Tax Fund (HUTF), for this purpose. In total, the Division
plans to spend $5 million in lottery dollars over the next four years for road
construction and repair. According to its current Capital Construction Request, the
Division plans to spend $1.35 million in Fiscal Year 2001 aone.

Although the Division appears to be addressing this issue by earmarking funds, our
review raised questions about the Division’s specific road repair decisons. Aswe
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discussin the following sections, the Division does not have a systematic method or
areliable source of information for usein prioritizing and scheduling itsroad projects.

TheMost Current Road Assessment Was
Conducted in 1995

In 1995 the Division contracted for an assessment of the condition of the paved roads
within 16 parks. The Division paid $50,000 to the firm that also conducted the
Colorado Department of Transportation’ s road assessment in that year. The outside
study was supplemented by aninternal Divisionreview of theparks' gravel roads. On
the basis of the two assessments, it was determined that in addition to repairing and
resurfacing existing paved roads, some gravel roadswould be upgraded to pavement.
The estimated total cost for these improvements and upgrades was $16.5 million in
1995.

The findings of the two studies showed that of the 54 roads assessed, only about
9 percent, or 5 gravel roads, were rated as being in good condition. Asthefollowing
table shows, the majority—49, or 91 percent—of the total roadways (gravel and
paved) were rated fair or poor.

Road Conditionsin State Parks
as of 1995

Rating Paved Roads Gravel Roads Total Roads

Number | Percent | Number | Percent | Number | Percent
Good 0 0% 5 13% 5 9%
Fair 11 69 17 45 28 52
Poor 5 31 16 42 21 39
TOTAL 16 100% 38 100% 54 100%
Source: Office of the State Auditor analysis of the Division’s 1995 Road Assessment.

Since the 1995 assessments, the Division has made someroad repairs. However, the
Division's decisions about which roads to repair were not necessarily based upon the
1995 findings. Additionally, the 1995 assessment isthe most current available. Inthe
absence of amore up-to-date assessment, we question thevalue of using five-year-old
road survey resultsto prioritize and schedule future road projects. Itisreasonableto
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assume that five years of wear and tear, in addition to any repair work that has been
done, has changed road conditions significantly, Without an up-to-date assessment,
the Division may be wasting resources by not accurately determining which roadsare
most in need of repair.

The Rationale for the Divison's Road Construction
and Repair Decisions s Unclear

As stated above, we found that the Division has not prioritized or conducted itsroad
work in amanner consistent with the findings of the 1995 assessments. In addition,
we identified other examples in which the Division’ s rationale for road construction
and repair decisionsis not clear:

» Some parks roadways have been repaired, yet they were not indicated
asbeingin need of repair. The Division’'sFiscal Y ear 2001 budget request
indicatesthat severa parkshave had road repairs completed, yet none of these
had previously been shown to be in need of repair. These parks include
Castlewood, estimated for compl etion in 2000; Eldorado, completed in 1999;
and Roxborough, completed in 1998.

» Someparksontheurgent list arenot scheduled for repair asof 2001. At
least five parks that appear in the Fiscal Y ear 2000-2001 Budget Request as
being in urgent need of repair are not scheduled for repair before 2001. These
parks include Pueblo, Lathrop, Eleven Mile, Bonny, and Vega.

 Some parks are smultaneously shown to have been repaired and
urgently in need of repair. According to Division documents, Jackson Lake
State Park had roadsrepairedin Fiscal Y ear 1998. However, intheDivision's
Fisca Y ear 2001 Budget Request, Jackson Lake Park isidentified asbeingin
urgent need of road work.

In order to fix roads in need of repair in a cost-effective and timely manner, the
Division should update its assessment of road conditions. In a 1996 performance
audit of the Department of Transportation, we found that the costs for resurfacing
roads are four to five times greater when conditions decline from "fair" to "poor."
Waiting until the condition of the road declines to poor, or until the pavement fails
entirely, results in higher costs because more extensive treatments are required to
return the road to acceptable condition. Because the Division did not aways use the
1995 study as the basis for its repair decisions, the current condition of the State
Parks roadways is unknown. An up-to-date assessment would provide the data
needed to prioritize and schedule projects so that costs are minimized.
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Recommendation No. 6:

The Division of Parks and Outdoor Recreation should ensure the cost-effectiveness
of its road construction and repairs by:

a. Conducting an updated road assessment.

b. Developing and implementing aroad construction and repair schedule based
on the findings of the road assessment.

Division of Parks and Outdoor Recreation
Response:

Agree. The Divisionis concerned about the condition of park roads, so much
so that the 5-year development plan includes an infusion of a$5 million road
initiative. The Project 98 document that is described in the audit includes an
updated estimate on the Division-wide road construction needs. It was not,
however, developed through any reliable scientific means. An updated,
accurate road assessment would be of tremendous value to the Division and
should be implemented as soon as possible. We aso plan to implement
regional road plans that prioritize the needs we have throughout our system.
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Par k Concessions
Chapter 3

Concession Sales Gener ate Revenue for
the Division

One of the statutory intents of Colorado’'s State Park System is to provide a
comprehensive program of outdoor recreation that offersthe greatest possiblevariety
of outdoor recreational opportunitiesto residentsand visitors. Oneway inwhichthe
Division addresses this legidative declaration is through park concessions. In Fisca
Y ear 1999 there were 120 concessions ranging from snack bars and food stands to
river outfitters, stables, rock climbing schools, and boat marinas, operating within
Colorado State Parks. Unlike some other states, Colorado does not directly operate
any concessions. Rather, it contracts with outside providers. The majority of
concession contracts (83, or 69 percent, in 1999) are considered “long-term,”
extending for more than one year. The remainder—short-term concessions—are
those that operate for less than ayear, usualy during the peak of the park’s season.

In exchangefor the ability to operate in a state park, concessionaires pay the Division
annual fees. Depending upon the contractual arrangement, concessionaires may pay
an administrative fee, an annual flat fee, and/or a percentage of their monthly sales
revenues to the Division. The monthly percentage rate ranges from 1 to 10 percent
of gross concession sales. Most concessions (67 percent) operate on the percentage
basis, paying the Division, on average, about 5 percent of gross sales. In Fiscal
Y ear 1999 the Division collected almost $918,000 in revenue through its concession
contracts. Aswe describe in this chapter, accurately establishing and monitoring the
amount of concession revenues is important because the Division receives a
percentage of revenues based on the concessionaires self-reported gross sales. If
concessions underreport sales, the State loses revenues. We also found other
opportunities for improving the Division's oversight of ongoing concession
operations. Specificaly, basic methods for conducting inspections, and price
approvals are generally not documented and in many cases are not conducted.
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Neither the Divison nor the Department Audits
Concessions Financial Operations

Thelast formal audit of concession operationswas conducted nineyearsago in April
1991 by Department of Natural Resources internal auditors. At that time the
auditors conducted five audits of four different concessions operating at one
park—Cherry Creek—during the period 1988-1991. The concessions audited were
one marina (audited twice—one time each for two different operators,) one stable,
onejet ski rental, and one sailboat school. Among theauditors' findingswereinternal
controls that were not in compliance with administrative regulations and financial
information that was not being properly reported. The audit aso found that
concessionaires were not tracking al financial records, including the numbers of
customers served, as well as daily and monthly reports and business receipts. Data
were inconclusive or incomplete in some cases, and the auditors found instances of
underreporting of revenues.

Each month, concessionaires are to submit revenue reports to the Division. Division
management stated that they conduct a cursory review of these self-reported
documents. However, staff do not compare receipts, cash register tapes, or validated
deposit dips with reported revenues on adaily or weekly basis. Furthermore, there
isno documentation of the items reviewed or the time period covered by the review.

Verifying Sales | s Necessary to Ensure Correct
Payment to the State

If just one large concession fails to accurately or completely report saes, it could
result in a significant loss of revenues to the Division. For example, Park staff
estimatethat the threelargest marinasin the State have daily salesranging from about
$1,940 to over $4,000. Depending upon the percentage rate paid to the Division,
revenue losses could be significant if these concessions underreported by a day, a
week, or aportion of either. We estimatethat if all concessionswere to underreport:

e By 1 percent, the Division would lose approximately $9,200 in revenues.

e By 5 percent, the Division would lose approximately $45,900 in revenues.

* By 10 percent, the Division would lose approximately $91,800 in revenues.
It is also important to note that if concessions overreport the amount of sales, they

lose revenues by remitting more than is required to the Division. Therefore, audits
of financial operations have value for both the Division and the concessionaires.
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Accordingto Division Staff, concession reviews not only help to ensurethat revenues
are reported accurately to the State but also provide assurances to the concession
operator that his or her staff are following procedures.

The Division Could Use a Risk-Based Approach in
Selecting the Concessionsto Be Audited

According to the Division’s Administrative Directives, concessions are to be audited
on atimely basis. In addition, Directives state that “exact times and specific audit
procedureswill beidentified and prioritized by the Division and then coordinated and
scheduled with the Department of Natural Resources auditor.” We found that the
Division needsto take stepsto implement these procedures. First, the Division should
take a risk-based approach to selecting the concessions it will audit. For example,
concessionsthat generate higher salesaso pose arisk for higher revenuelossesto the
State if proper accounting and reporting practices are not in place. Second,
concessions that are primarily cash operations may pose risks for revenue losses to
both the concessionaires and to the State if the proper internal controls are not
present. The Division needs to assess the risks associated with its concessions and
develop an audit schedule for each region. Some of the audits should be conducted
by park managers and staff as part of their ongoing management and oversight of
individual park operations. In other cases audits should be conducted by Department
auditors.

The Division should aso develop a standard audit program that delineates the steps
to be followed by the staff conducting the review. Because many of the concessions
operate primarily on a cash basis, audit steps should be designed accordingly. Staff
should review items such as daily cash journals, validated deposit dips, cash register
tapes, and bank statements, as well as reservation books, and inventories. They
should ensure that cash boxes are secured and that the duties associated with
handling, recording, and reconciling cash transactions are assigned to different
concession employees whenever possible. Finaly, audit requirements should be
outlined in the concession contract.

Recommendation No. 7:

The Division of Parks and Outdoor Recreation should ensure the accuracy of
concessions financial records, including reported gross sales, by conducting periodic
audits. Thisprocess shouldincludethe adoption of an audit schedule, astandard audit
work program, and mechanismsfor reporting and correcting problemsor deficiencies.
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Division of Parks and Outdoor Recreation
Response:

Agree. We will work with the Department of Natural Resources
accounting staff to develop arisk based model for conducing audits of our
concession contracts.

| nspections Are Not Routinely Conducted

In Fiscal Year 1999, Parks staff conducted fewer than 30 percent (33 of 120
concessions) of the required inspections of al long- and short-term concessions. In
fact, we found no evidence that inspections were conducted on any of the Division's
37 short-term concessions.  Short-term concessions include guided snowmobiles,
horseback riding, and rock climbing. For its 83 long-term concessions, staff
conducted only about 40 percent of the required annual inspections. Most of the
Division's long-term concessions (62, or about 75 percent) are river outfitters. All
62 of the river outfitter concessions operate in the Division's southern region;
specificaly, in the Arkansas Headwaters Recreation Area (AHRA). Arkansas
Headwaters staff told usthat they inspected only about one-third (32 percent) of the
river outfitter concessions in 1999.

By statute, the Parks Board and the Division have the responsibility to provide
necessary sanitation, health, and safety measures in all state parks and recreation
areas. To thisend, the Division has adopted procedures for park employees to use
in monitoring concession operations. According to the Division's Administrative
Directives, Park Managersare to meet with concessionaires at the start of each season
and review the facilities, services, and products to be provided. The Directives state
that the park manager is to “ensure that all licenses, permits, taxes, and fee
requirements have been satisfied at that time.” Typicaly, thisinvolves areview of
documentation. Park managers also are to conduct monthly inspections for
compliance with contract requirements, laws, ordinances, codes, rules, etc. These
monthly inspections appear to be more for the purpose of ensuring that proper health
and saf ety requirementsare being met. Finally, regional managersareto monitor each
concession annually, including an on-site review to ensure compliance with various
contractual obligations.
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Risksto Visitor Safety Should Be Minimized

By their very nature, many of the outdoor recreationa activities and amenities
provided by concessionaires, such as boating, snowmobiling, rafting, and horseback
riding, all involve ameasure of risk. Between Fiscal Y ears 1991 and 1999 there were
16 commercid fatalities on the Arkansas Headwaters Recreation Area. In addition,
each year, park visitors file clams against the Division for accidents or incidents
occurring within the parks. In some cases these claims result in lawsuits. Although
itisnot clear how many of the casesinvolve concessions, it does appear that regular
inspections could minimize the risk of some accidents and the Division's liability in
these cases. For example, one suit involves adock’ s giving way. Other claims have
included a broken boat ramp, a flag pole rope snagging an outboard motor, a
transformer malfunction, and an individua who stepped off aramp edge.

The Division needs to ensure that risks to safety and well-being are minimized.
Although inspections cannot detect or prevent every potential problem, they can help
to minimize the State’ s liability in the event of claims and lawsuits, particularly if it
can be shown that the State provided adequate, timely oversight and review.
Monitoring for visiblesafety or health hazardsand reviewing documentationto ensure
proper licensng and certification are methods the Division should employ and
document. Frequency of inspectionsisalso afactor. Currently itis not clear whether
the current required frequency of reviews and inspections is appropriate. Possibly,
the Division should consider adopting arisk-based approach to inspecting concession
operations. Those concessions that provide goods and services with a greater
potential for risk to health and safety could be reviewed more thoroughly and
frequently. Tracking and reviewing prior claimswould be one way to determine the
risks associated with the various types of concessions or with specific concession
operations. On the basisof these determinations, the Division could establish atiered
system of review and inspection. For those operations posing fewer risks, a less
frequent and detailed review of documents (permits, licenses, etc.) might be all that
isneeded. In other cases regular on-site inspections of equipment, structures, and
facilitiesaswell asreviewsfor employeetraining and certification may beinorder. In
al cases, the Division needs to ensure proper documentation by having staff record
thelir inspections and reviews.

Recommendation No. 8:

The Division of Parks and Outdoor Recreation should improve its reviews and
inspections of concession operations for health and safety purposes by:
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a. Reviewing the existing policies and procedures to determine ther
appropriateness, including the frequency of inspections.

b. Establishing a system of reviews and inspections that adequately addresses
risks.

c. Ensuring that staff properly document reviews and inspections.

Division of Parks and Outdoor Recreation
Response:

Agree. Wewill review our entire concessions program and make changes as
needed to address the problems identified in this audit.

Price Approvals Should Be Documented

Once a year concessionaires are permitted to request price changes to the existing
prices they charge park visitors for goods and services. The requests are to be
submitted to the Division for review and approval. The Division is responsible for
comparing the requested price with the prices charged by local merchantsin smilar
businessesto ensurethat the park concessionaires' ratesand pricesarereasonableand
appropriate. For example, the prices concessionaires charge for services such as
snowmobile, sailboat, and stable rentals are to be compared, when possible, with the
rental prices charged for the same services by businesses operating inthe area. The
Division may then approve or deny the price or rate change.

According to the Park Managerswe spoke with, they do conduct comparison reviews
when price changes are requested. However, we found very limited documentation
of these reviews. For example, in Fiscal Year 1999, 15 of the 21 (71 percent) long-
term concessions that are not river outfitters requested price changes. All of the
requests were approved by the Division. However, we found documentation in only
two cases that staff made price comparisons. As with the inspection process, it is
important the Division conduct and document the procedures followed and the
resultsof itsprice approvals. Staff should indicate the number of comparisons made,
where the businesses they contacted are located, and the rationale for their ultimate
approval or denia of the request. Documentation of the price comparisons and of the
decisions made would provide the Division with support if, and when, complaints
arise.  In addition, it would provide the public with assurances about the
reasonableness and comparability of the prices they must pay for concession goods
and services.
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Recommendation No. 9:

The Division of Parks and Outdoor Recreation should improve its price approval
process by documenting the comparisons made and the factors considered in
approving or denying concessionaires requests.

Division of Parks and Outdoor Recreation
Response:

Agree. Effectiveimmediately all concession priceincrease requestswill need
to be submitted to the Region Managers and the Division Deputy Director,
with appropriate documentation, for approval.

The Division Assesses Some
Concessionaires Three Different
Annual Fees

According to the Division’s Concession Procedures Manual, the concession contract
may require the contractor to pay an annual fee, plus an administrative fee, and a
percentage of the gross receipts. The procedures specify that each contract is to
identify the fees payable to the Division and the time frame for payment. The manual
also states that the percentage of gross receipts is generally set at about 5 percent.
Other than these guidelines, there are no standards establishing the purpose for the
various fees or criteria for park personnel to use in setting the appropriate fee
amounts.

In reviewing concession files and contracts, we found that Division staff assess
various combinations of fees. However, we could find no pattern or rationa e for the
fees or for the amounts at which they are set. Most long-term concessions are
assessed all threefees. However, asthefollowing exhibit shows, one concession pays
no administrative fee, while others pay as much as $2,500-$3,000 for the first year of
thelr respective contracts. Some concessions pay an administrative fee thefirst year
only, and others pay an administrative fee on an annua basis, although the amount of
the administrative fee may decrease after the first year of the contract.
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Division of Parks and Outdoor Recreation
Long-Term Concession Fees

Region/ Length of Annual Admin. Admin. Fee Per centage of
Concession Contract Fee Fee (After 1% yr) Gross
South
Marina 20 years+2 5 % old contract
five-year extensions $1,000 $2,500 7.5% new contract
Marina 20 years+2 5 % old contract
five-year extensions $1,000 $2,500 7.5% new contract
Metro
Livery 5 years $500 $1,000 $500 6%
Food Stand | 5 years+3-year
extension $6,000 $3,200 $1,200 6%
Shooting 5 yearst+5-year
Range extension $500 $1,000 $500 5%
Marina 10 yearst5-year
extension $10,000 $1,500 3.5%
Livery 5 yearst+5-year
extension $500 $1,000 $1,500 6%
Swimbeach | 5years $2,000 $1,800 $1,000 8%
Marina Q) $5,000 5% after 1% 100K
North
Marina 5 yearst+5-year
extension $2,500 $1,000 $500 1%
Sour ce: Office of the State Auditor analysis of concession contract files.
Note:
@ Information was not availablein the concession file.

The Divison Should Evaluate Fees and Develop a
Fee-Setting M ethodology for Concessions
A fee methodology is a systematic process used to determine an appropriate fee

amount. Before an appropriate amount can be set, however, the purpose for the
fee(s) must be established. Currently Division staff are unclear about the purpose(s)
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for the fees concession contractors are assessed. In addition, individual park
personnel appear to have considerable discretion in setting fee amounts. According
to Divison staff, the annual and administrative fees may have been instituted to
provide some revenue at the front end of a concession contract.

The Division should review the different feesit assesses concessionaires. To dothis,
the Division should first determine what it intends the feesto reflect. If thefeesor a
portion of the fees are to cover costs for administrative activities such as issuing
contracts, inspecting concession facilities and operations, and reviewing documents,
then the Division needs to determine its costs for these activities. After costs are
determined, an appropriate fee structure should be set. Factors such asthe length of
the concession contract (long- or short-term), the nature of the business, the
concessionaire's capital investment in the operation, and the relative profitability of
the particular concession could also be considered in setting fee amounts. Next, the
Divison needs to determine the most cost-effective method of assessing and
collecting thefee(s). The current practice of assessing (in some cases) three separate
fees may not be the most efficient method. Combining or eliminating one or more
fees, could be more convenient for all concerned. The Division then needs to
document its fee methodologies and policies. Aswe stated in our 1994 performance
audit of statewide fees and costs,

Documenting the methodology will support a consistent approach to
fee-setting. It reduces the risk that when employees leave agencies,
the information about the fee and how it was determined |eaves with
them.

Finaly, if the Division determinesthat it is appropriate to assess more than one fee,
then it should develop systems to account for the revenues it collects from each
source. Statutes authorize the Director of the Division to establish “an adequate
system of accounting whichwill accurately record all moneysreceived and fromwhat
sources.” Currently the Division does not know what portion of the total concession
revenuesderivefrom theannual fee, the administrativefee, or the percentage of gross
saes. This type of information is necessary to monitor the effectiveness and
appropriateness of the fee-setting methodology and to make adjustments where
needed.

Recommendation No. 10:

The Division of Parks and Outdoor Recreation should develop a concession fee
methodology that is appropriate, equitable, and efficient to administer by:
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» Determining the purpose(s) for concession fees.

» Establishing afee structure that addresses the purpose of the fees, including
cost recovery.

*  Documenting and distributing the fee methodology and policies.

» Assessing, collecting, and accounting for fee revenuesin an efficient manner.

Division of Parks and Outdoor Recreation
Response:

Agree. Thiswill be addressed in our review of the concession program.

TherelsLittle Competition for
Concession Contracts

The Division receives few bids in response to its requests for proposals (RFPs) for
concession contracts. We reviewed the files for ten concession contracts and found
that for these ten concessions, the Division sent out atotal of 167 RFPs and received
atotal of 17 responses (in one case the Division did not document the number of
RFPsit sent out). The single largest number of responses was four. In three cases,
the Division received only one response. On average, the Division received one or
two responses for each concession contract.

For two of the ten concession files we reviewed, the initial contract length was 20
years. For both of these concessions, the Division granted contract extensions
totaling ten years. This means the same contractor held the concession contract for
atotal of 30 years. The length of concession contracts is one area we believe the
Division should review. Shortening the length of contracts could encourage greater
competition. In addition, as described in the following sections, we believe the
Division should make improvementsin its bid solicitation procedures and practices.
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The Division Needsto Be More Proactivein
Soliciting Bids

Part of the reason for the limited number of bidders is that the Division is not
sufficiently proactive in its efforts to solicit bids and encourage competition. We
found the following weaknesses in the Division’s existing practices:

Thereisno systematic processfor tracking potential biddersor sharing
information about bidders among the Division’s four regions. In
reviewing concession and park files at the regional level, we noted numerous
instances in which staff had indicated that particular individuals expressed
interest in operating concessions. However, we found no evidence that these
inquiries were compiled, centrally filed for easy access, or shared with other
parks or regional offices that may have similar concession contract needs.

The Division hasnot identified other methods of increasing the number
of bids and encouraging greater competition. State Procurement Rules
dictate that if an agency does not receive an adequate number of bids, other
methods of notification should be used. Procurement Rules do not set a
requirement for the minimum number of bids. As stated previoudy, the
Division often has not received three or more bidsin responseto itsRFPs. Of
theten concession fileswereviewed, the Division received three or more bids
inonly two cases. Some additional methods of soliciting bids include direct
telephone contact, e-mail or fax notification, and use of the Division's Web
site.

Thereisalack of adequatedocumentation of thebid solicitation, review,
and award processes. Of the ten concession files we reviewed, only four
contai ned completedocumentation. Documentation of thebid solicitationand
contract award processes is critical in the event disputes arise. Without
adequate documentation, the Division has no evidenceto support thefairness
of or the rationale for its concession contract decisions. In addition,
documenting the procedures followed could provide the Divison with
historical or trend information about the types of contracts that attract more
than the average number of bids or the kinds of proceduresthat may generate
greater numbers of responses.

We aso found that staff do not always apply existing bid solicitation policies and
procedures. The Division’s policies state that RFPs for concession contracts are to
be advertised in a major newspaper with general circulation, alocal newspaper near
the park in question, and a statewide contractor’sjournal The ads are to run once
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during the week and once on the weekend. In the case of the Cherry Creek Marina
RFPs, for example, the ads ran on two weekdays, not aweekday and aweekend, and
in two, not three, newspapers. It is not clear why staff do not always follow the
current procedures or whether following them would increase the number of bids.
The Division should review its newspaper advertisement policies and procedures to
determine whether they are adequate with regard to frequency, duration, and extent.

Contract Length Should Be Evaluated

Colorado’ s long-term concession contracts are significantly longer in duration than
areother states' contracts. Specifically, the averagelength of along-term concession
contract is10.2 yearsin Colorado. Thisistwicethe average five-year length of park
concession contracts in six other states we contacted—Alabama, Florida, Indiana,
Missouri, Nebraska, and Texas. In addition, Colorado often extends the initial
contract with the same provider. For example, for the 20 contracts we reviewed, the
Division renewed the contracts of 14, or 70 percent, of the concessionaires. For 6 of
these 14, thismeant that the same contract wasin effect for 20 or more yearswith the
same provider. Overal, with contract extensions the average concession contract
extends to more than 15 years.

The length of concession contracts in Colorado may serve as an impediment to
competition. Those interested in bidding on particular concession operationsin any
givenyear will likely not beavailable or interested 10, 15, or 20 yearslater. Reducing
the length of contracts would mean that the contracts would come up for bid more
frequently. For those operations in which concessionaires have made significant
capital investments in structures or facilities, longer-term contracts may be

appropriate.

Increasing competition for concession contracts could help to keep prices down and
improve the quality of service and customer satisfaction. In addition, shortening
contract lengthswould providethe Division greater flexibility with regard to adjusting
contract provisions. This could be especialy beneficial to the State because of the
revenues it derives from concessions sales. As stated previoudly, the percentage of
gross salesrevenuesthe Division receivesis set in each concession contract. Shorter
contract lengths would allow the Division to be more responsive in adjusting
percentage rates in keeping with market fluctuations.

Recommendation No. 11:

The Division of Parks and Outdoor Recreation should improve competition for
concession contracts and enhance bid solicitation processes by:
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a. Reviewing and modifying, as needed, existing bid solicitation policies and
procedures (including methods of advertising RFPs) to ensure they maximize
the number of potential bidders.

b. Developing a system for compiling and disseminating the names of potential
bidders among all four regions.

c. Reducing the duration of contracts for the same concessions.

d. Developing procedures to ensure that staff document the RFP and contract
award processes.

Division of Parks and Outdoor Recreation
Response:

Agree. The Colorado State Parks Board has also recently expressed their
concern to staff regarding the duration of concession contracts. Theseissues
will also be addressed in our review of the concession program.
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1996 Fees and Costs Follow-up
Chapter 4

Background

In March 1996 the Office of the State Auditor released a performance audit of the
Division of Parks and Outdoor Recreation's Feesand Costs. At that time the General
Assembly was considering legislation (House Bill 96-1086) to authorize the Parks
Board to set fees. The General Assembly subsequently passed the legislation
(codified as Section 33-10-111 (5) (a), C.R.S.), which increased the statutory annual
and daily pass fees and authorized the Board to set other fees, up to a cap of $30.
During the most recent legidative session, the General Assembly passed House
Bill 00-1261 which makes additiona changesto the Board's fee-setting authority, as
described earlier in this report.

Although changes in the amount of fees and in fee-setting authority have occurred
since our 1996 audit, our prior audit recommendations are still relevant because they
deal primarily with fee policy, costs and revenues, and visitation estimates. Aswe
stated in 1996, the Division "needsto focus on theseissuesif it and the Board are to
develop a fee system that is consistent with the needs of the parks, mindful of
legidative intent, and responsive to public concerns.” In this chapter we discuss the
implementation status of the six recommendations we made in 1996. Overall, we
found that the Division has either fully or partialy implemented al of the prior audit
recommendations.

Recommendation No. 1. TheDivision of Parks and Outdoor Recreation should
thoroughly analyze various fee scenarios prior to changing feesto ensure consistency
with statutory intent and Board policy.

Current Status: Implemented. The Division has conducted analyses of
various fee changes since the 1996 audit. For example, in 1999 the Division
considered requesting increasesin several fees. Includedinthe Divison'sbriefing
papers and other documents were various fee options for specific programs and
passes, comparisons with other states park fees, reasons for the increases,
calculations of additional revenuesto be generated, and TABOR considerations.
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Recommendation No. 2: TheDivision of Parks and Outdoor Recresation should
develop a cost alocation methodology for assigning indirect coststo the state parks

by:
a. ldentifying the indirect costs that should be allocated among the parks.
b. Determining the factors to be considered in alocating costs.

c. Using total costs as one basis for establishing fees.

Current Status: Implemented. The Division developed and has
maintained a cost allocation methodology since 1996. The Division statesthat it
has "found the information to be invaluable as an analytical tool."

Recommendation No. 3: TheDivision of Parks and Outdoor Recreation should
quantify and analyze the future costs resulting from park improvements and ensure
that proposed revenue sources will be sufficient to address them.

Current Status. Implemented. The Division includes information
regarding potential operating cost impacts in the data presented to the Capital
Devel opment Committeewhen new park acquisitionsor capital improvementsare
being considered.

Recommendation No. 4: If adifferent fee structure is established, the Division
should improve its method of identifying the revenue generated at each park and use
this information to forecast future fee revenues.

Current Status: Implemented. The Division tracks revenue by fee type
for each park and program for use in forecasting future revenues.

Recommendation No 5:; TheDivision of Parksand Outdoor Recreation should:

a. ldentify the reasonsfor discrepancies between estimated visitation and actual
pass sales.

b. Develop and implement a reasonably accurate, cost-effective method of
determining visitation at the state parks. Once devel oped, the method should
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be uniformly used throughout the park system and should be reevaluated on
aperiodic basisto ensure its continued validity.

Current Status: Implemented. In 1997 the Division undertook a study
of itsvisitation tracking methodology. The study included consultation with the
National Park Service and used three methods to collect visitation data—traffic
counters, avisitor survey, and on-site counts. On the basis of the study’ sresults,
the Division hasreduced its estimates of the numbersof visitorsto Colorado State
Parks each year. Division staff believe that overestimates of the numbers of
visitorsin 1996 resulted in the discrepancieswe found between visitation numbers
and revenues from the sale of park passes. Fiscal Year 1999 was the first full
fiscal year in which the new methodology was used to estimate visitation.

Recommendation No. 6: TheDivision of Parksand Outdoor Recreation should:

a. Propose amendmentsto Section 33-60-105, C.R.S,, to clarify the extent and
circumstances under which genera funds may be used to finance Great
Outdoors Colorado-funded projects.

b. Develop procedures to identify the operating costs associated with GOCO-
funded projects in compliance with statutes.

Current Status: Partially Implemented. The Divison has made
progressin identifying and obtaining GOCO support. The Division did not agree
to the implementation of Part a of the recommendation in 1996.
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