Electronic Recording Technology Board
Overview
SB16-115 created the Electronic Recording Technology Board (ERTB) within the Department of State (CDOS). The bill also created the Electronic Recording Technology Fund (ERTF). While the operations of the ERTB will largely be segregated from the Department’s day-to-day activities, it will be necessary for the ERTB to work together with the Department’s Finance Unit in order to properly account for ERTF revenues and expenses in CORE. Based on discussions at the time of the fiscal note, this document assumes that the ERTB and its staff will be responsible for all aspects of financial transactions, documentation, and reporting outside of entry into the CORE system. 
The ERTB is defined as an enterprise under TABOR. As a result, some tasks must necessarily be accomplished by ERTB staff alone and funds must be completely segregated between the TABOR exempt board and the Department’s cash fund which is TABOR non-exempt. There may be legal issues if the ERTB uses extensive amount of time from Department staff members whose salaries are paid using non-exempt funding. An analysis of potential legal issues is beyond the scope of this document.
The ERTB and ERTF are subject to audit by the Office of the State Auditor (OSA). It is quite likely that it will be audited early in its existence. This document assumes that the ERTB staff will have sole and complete responsibility for documenting all procedures and following State rules and statutes in its operations.
The document below outlines several ERTB-related financial issues that should be determined before the ERTB begins to earn revenues and incur expenses. At this time, it is assumed that the ERTB and its staff will not have access to the CORE system.
Revenue Recording
This document assumes that the Department’s Finance Unit will be responsible for recording transactions in CORE, but that the board itself will be responsible for all accounts receivable management, including tracking county payments, reconciling the amount of each county’s payment to the number of filings (i.e., verifying that counties have transmitted the correct amount of money each month), etc. The procedure for reviewing and reconciling county payments is one area that may be a target of OSA inquiry.
This section is organized based on three high level revenue recording issues:
1. Volume and Frequency of the Transactions
2. System to Use for Revenue Tracking
3. Accounts Receivable Management

1. Volume and Frequency of the Transactions
CRS §30-10-421(3)(a) (2016) specifies that :
“A county clerk and recorder shall transmit monthly each surcharge collected in accordance with paragraph (c) of subsection (1) of this section to the State Treasurer, who shall credit the same to the Electronic Recording Technology Fund created in section 24-21-404 CRS…”
When funds for the Department are transmitted to the Treasury, the Department must “claim” each deposit individually with a Cash Receipt (CR) document in CORE (the state financial system). The Department currently processes approximately 40-60 CRs in a typical month. This process is managed by a single accounting technician. If each county were to individually transmit funds to the ERTF once per month, this would more than double the typical workload in terms of CRs and would mean additional staff support in the cashiers’ office would be needed. As discussed at the time of the fiscal note, it is assumed that if it is needed, the ERTB will fund this additional support.
There are three options for managing the volume of these transactions in order to minimize the workload impact (and hopefully avoid the need for additional staff):
a. Aggregating the Deposits – During the fiscal note process, senior management mentioned that there was a mechanism counties currently use to aggregate payments from multiple counties into a single transfer to the State Treasury. This solution has a minimal workload impact on the Finance Unit, but would mean that the Board would be solely responsible for tracking payments and providing Finance with the backup documentation for each deposit (something similar to the lien filing reports that B&L produces as backup for IRS deposits would be ideal).
b. Coordinating the Date of County Transfers – If county deposits cannot be aggregated, the next best solution would be to have all monthly transfers occur within a certain date window each month. This would reduce the amount of time spent scanning the list of deposits from Treasury. In this instance, notices from each county detailing the date of the transfer, name of the county making the transfer, and the amount of the transfer would be very helpful. In addition, counties should send a notice if they have no funds to transmit in a particular month. Either the ERTB or the counties will need to produce a report that documents how they arrived at the amount of the transfer (this is needed for backup documentation).
c. Direct Notifying Finance of Pending Deposits – If a and b are not options, then counties will need to send an e-mail notice to the department with the date of the transfer, name of the county making the transfer, and the amount of the transfer. Either the county or the ERTB will need to produce a report that documents how they arrived at the amount of the transfer (this is needed for backup documentation).
2. System to Use for Revenue Tracking
It is a State requirement that all revenues earned by the ERTB will need to be recorded in CORE, the State Financial System. That said, there are options as to whether the details of the payments (e.g., which county has made the payment) are tracked in CORE or some other system. There are essentially three options: a) using a combination of GP and CORE as the Department does for virtually all other revenues, b) a system chosen and used by the ERTB and CORE, or c) CORE alone.
a. GP and CORE
For virtually all revenue transactions, the Department currently uses Microsoft GP to track customers’ payments. Customer transactions are recorded either online or in the case of in person transactions, they are recorded by Business & Licensing or Elections staff through the Café system which then interfaces with GP. GP then generates an “R-Doc” which is manually entered in CORE. Under this method, CORE does not contain any customer level data for the Department.
The advantage of using GP and CORE is that it would be consistent with current department practices and would provide some additional reporting capabilities. The disadvantage is that it is a more labor intensive process, would require new procedures, may require modifications to IT systems, and a member of the board’s staff would need to make the entries in Café. At the time of the fiscal note, it was stated that all detailed revenue tracking and recording would be handled directly by the board and would not require support from Finance.
b. ERTB System of Choice and CORE
The ERTB may wish to use a system of its own devising to track payments from counties. This system would need to be reconciled with revenue in CORE periodically. CORE would then only contain total revenue data and would not include any customer level data (similar to how the Department currently uses GP and CORE).
The principal advantage of this is that would enable the ERTB staff to select a tracking mechanism with which they are familiar. The main disadvantage is that there would not be any Department staff available to provide any support to ERTB staff on this system in an emergency.
c. CORE
Recording transactions in CORE is slightly less labor intensive because the Café entry step and the reconciliation with GP step are skipped. However, as noted previously, Treasury requires one CR for each deposit and each deposit would have to be linked to a specific county in order to have any reporting by county capability in CORE. In addition, CORE currently has very limited options for revenue reporting that include by customer details. This is discussed in greater detail in the reporting section below.
3. Accounts Receivable Management
This document assumes that, as previously discussed, the ERTB staff will have sole responsibility for tracking which counties have paid, how much they have paid, reconciling the county surcharge payments to the number of transactions, issuing refunds if necessary, and following up on delinquent payments. The board will also need to determine whether it is necessary to have independent audits of the counties.
The ERTB needs to be aware that OSA likely will ask questions about these procedures at some point and policies and procedures will need to be maintained in written form. Further, the board will accept sole responsibility for any audit related issues or concerns on this topic. That said, the reports detailing what counties have paid and how much they have paid will need to be provided by the ERTB to Finance so as to accompany the CR documents in CORE. 
Separately, there is the issue of Collections. Chapter 7 §1 of the Fiscal Procedures Manual requires that outstanding debts are sent to Central Collections after 30 days. The ERTB may wish to request a waiver or an extension of this time limit. If the board elects not to request such a waiver, then the ERTB will need to accept responsibility for tracking aging receivables and sending these items to Central Collections as statutorily required.
Expenditures
All expenditures by the ERTB will need to be recorded in CORE. Based on discussions at the time of the fiscal note, these transactions will be kept to a minimum and will involve: grants to counties and reimbursement of board members for expenses. 
A procedure will need to be developed to capture the review, approval, and payment for these expenses. The ERTB will need to be incorporated into the Department’s existing financial controls documentation. It is expected that these expenses will be processed by the Department’s Finance Unit. If the number of expense payments and/or new vendors[footnoteRef:1] are greater than expected, this could have a significant workload impact on current staff members. [1:  Vendors who are not previously registered with the State require additional time to enter and process.] 

In addition, before any expenditures can be incurred in the CORE system, three things will need to happen: 1) revenue will need to be recorded through CRs (as outlined above), 2) spending authority will need to be recorded through budget documents, and 3) there must be sufficient cash/fund balance to cover the expense. Both items #1 and #2 require central approvals: item #1 requires approval by Treasury and item #2 requires both the revenue to be fully recorded and for the Office of the State Controller to approve a budget document in CORE to record spending authority. The Department has no control over how quickly these items are processed and while both parties are typically able to approve documents within a couple of business days, we have seen lag time in weeks at times.
Payroll
Per prior discussion, it is understood that the ERTB will primarily rely on contractors and will not be adding any employees to the State payroll. If this changes, at least a month’s lead time is advisable as new accounting templates will need to be created in CORE and CPPS and this creation requires central approval at the State level.
Indirect Expenses
CRS §24-21-404 grants the board the ability to fund any direct and indirect administrative expenses. A determination needs to be made as to whether the Department chooses to allocate a portion of its administrative expenses, such as assistance provided by the Finance unit, to the ERTB. It may be that this allocation is legally required given the ERTB is a TABOR Enterprise.
If indirect expenses are to be allocated, a procedure will need to be developed and this will have a workload impact. This impact will be acute if labor cost distribution is used as Department staff has no experience in this area and it has been the most problematic function in the CORE system. At the time of the fiscal note, one of the key assumptions was that administrative support provided by the Finance Unit will be minimal and that these expenses will not be allocated to the ERTF.
Financial Reporting
There are five areas of reporting that on the finances of the ERTF (Fund 2034): Revenue, Expenses, Income Statement, Balance Sheet, and Year-End Exhibits. The board will have to comply with State guidance and rules to ensure that transactions are correctly coded in order to enable viable and compliant reporting.
Revenue
CORE currently has virtually no revenue reporting features that include by customer details. The Department does not have any ability to customize CORE reports.[footnoteRef:2]  [2:  The State requires completion of training and OSC approval in order for a user to have report writing and customization access in CORE. Department staff have not been able to attend this training as it essentially is not being offered by the State (Staff members have signed up on multiple occasions, but the State has repeatedly postponed and suspended this training).] 

A sample revenue report (Exhibit A) is attached. If each county were to make an independent deposit, then the name of the counties would appear in column AO instead of “VAAA MISC VCUST RECORD.” As one can see, this report shows both the credits and debits, so it nets to zero. Manually filtering of the report and formula editing are necessary in order to get correct totals.
Expenses
There is a summary expense report that provides data at the object code level. An example of this report (Exhibit B), run for the HAVA fund (Fund 20P0) for FY 2017 YTD, is attached. Payment by vendor detail, with some exceptions, is also available. A sample of this more detailed report (Exhibit C) is also attached.
Income Statement and Balance Sheet
CORE does not have a conventional income statement or balance sheet report like one would see in corporate financial statements. These reports typically have to be created by manually by combining multiple reports – for example, the data Brad presents at quarterly financial update meetings is drawn from three separate reports: summary expense report, summary revenue report, and trial balance. A similar process would need to be used by the ERTB.
A sample trial balance report is attached (Exhibit D). The State also has a detailed trial balance report, but known issues remain with the ability to reconcile the detailed report to other reports, so an example of it has not been included.
Year-End Exhibits
The ERTF (Fund 2034) will be incorporated into the Department’s Year-End Financial Exhibits that are reported to the Controllers’ Office. OSC issues a very specific set of instructions for completing the year-end exhibits and these exhibits are typically audited closely. It is not known, but unlikely that these exhibits could be disaggregated[footnoteRef:3] from the Department’s other financial data. As a result, the Department’s Controller will have a new responsibility for reporting on an annual basis (the Controller must sign off on the vast majority of the required exhibits that are submitted to OSC and OSA). [3:  Such a disaggregation may be possible through creating another department for the ERTB within the cabinet, but the statutory and OSC rules requirements for accomplishing this are a complete unknown.] 

Procurement
Any purchases made by the ERTB will need to comply with the State Procurement Code or the Secretary will need to exercise the Elected Official’s Exemption (EOE). It is likely the ERTB will launch an RFP at some point and care will need to be taken to either comply with the procurement code, or, following the UVS example, make a legal argument that it is the counties and not the Department who are procuring goods or services.
Sample Grant Agreement
[bookmark: _GoBack]The State’s grant agreement template is attached (Exhibit E). The Department does not have any recent experience with this particular template, but anticipates that there will be a need for consultation with the Central Contracts Unit on modifying some of the provisions because the ERTB will be making grants to counties rather than to other types of entities (e.g., non-profits, companies, etc.).
Coding and Recording of Transactions in CORE
The Electronic Recording Technology Fund is setup as Fund 2034 in CORE, the State Financial System. All ERTB related expenditures, including grants to counties, will be charged to the ERTB appropriation (VC086ERTB).
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