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This report contains the results of a performance audit of the gaming cities’ 
use of State Historical Fund distributions. The audit was conducted pursuant 
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cause to be conducted, performance audits of the State Historical Fund 
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Black Hawk, Central City, and Cripple Creek. 
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KEY FINDINGS 

 The three gaming cities spend their distributions from the State Historical Fund for 
a variety of purposes, including grants to restore historic houses and buildings, land 
acquisitions, museum and visitor center operations, city infrastructure, marketing, 
community arts and culture, and general city operations.  
 

 It is unclear whether the cities’ spending aligns with the intent of the voters who 
passed the amendment legalizing limited gaming or with the intent of statute. 
For example, the cities spent about $2.8 million between 2014 and early 2017 
on such purposes as city infrastructure projects and operations at museums, 
visitor centers, and theaters, which appear to go beyond the common meaning 
of historic preservation and restoration but may fit within a broader definition. 
 

 Black Hawk’s grants to homeowners for restoring historic private houses did not 
consistently comply with federal historic preservation standards and state statutes. 
For example, in a sample of six grants totaling $5.95 million in State Historical Fund 
distributions between 2013 and 2017, the City did not always assess the historic 
character of house interiors prior to demolition, and replaced or demolished some 
historic features or hardware to modernize interior spaces. Further, the City’s 
Historic Preservation Commission did not review significant portions of the grants 
or project plans, as required by statute. 

 

 Cripple Creek’s grants for exterior improvements to historic structures did not 
consistently comply with federal historic preservation standards and state statutes. 
For a sample of six grants totaling $37,782 in State Historical Fund distributions 
between 2014 and 2017, the City did not maintain records that it had assessed the 
historic features of the buildings. For two sampled grant projects, the City spent a 
total of $5,147 to replace potentially historic features without documenting the 
rationale for replacement rather than repair. 
  

 

BACKGROUND 

 In 1990, Colorado voters passed a 
constitutional amendment allowing 
casino gaming in the cities of Black 
Hawk, Central City, and Cripple 
Creek. The amendment included a 
provision directing a portion of the 
gaming taxes paid by casinos to be 
deposited into the State Historical 
Fund and distributed to the three 
cities annually. 
 

 The Constitution requires the cities 
to use the distributions for 
“preservation and restoration of 
the cities,” while statute requires 
them to be used for “historic 
restoration and preservation.”  
 

 From 2014 to 2016, the cities 
received $14.7 million in 
distributions—$11 million to Black 
Hawk, $1.3 million to Central 
City, and $2.4 million to Cripple 
Creek. 

 

 Black Hawk and Central City are 
home-rule municipalities; Cripple 
Creek is a statutory city. 
 

KEY RECOMMENDATIONS 
 Black Hawk and Cripple Creek should ensure grants using State Historical Fund distributions comply with statutes 

and federal standards for historic properties, and implement policies requiring (1) historic assessments of all grant 
projects to identify historic features and ensure they are preserved, whenever possible; (2) documentation of the 
rationale for replacement or demolition of historic features; and (3) approval of such replacements and demolitions 
by the Historic Preservation Commission.  

 Black Hawk should require its Historic Preservation Commission to review rehabilitation grants and project plans 
for compliance with federal standards before projects are recommended to City Council.  

Black Hawk partially agreed with the audit recommendations, and Cripple Creek agreed with the recommendation. 

CONCERN 

It is unclear whether the Cities of Black Hawk, Central City, and Cripple Creek have used all of their State Historical Fund 
distributions as intended by the Colorado Constitution and statute. The State Constitution and statute do not clearly define 
allowable uses of State Historical Fund distributions.   

 

GAMING CITIES OF  
BLACK HAWK, CENTRAL CITY, AND CRIPPLE CREEK 

GAMING CITIES’ USE OF STATE 
HISTORICAL FUND DISTRIBUTIONS 
PERFORMANCE AUDIT, NOVEMBER 2017 



 



CHAPTER 1 
OVERVIEW  

In 1991, casinos began operating in the mountain communities of 
Black Hawk, Central City, and Cripple Creek (gaming cities) after 
Colorado voters approved a constitutional amendment allowing 
limited stakes gaming in these cities [Colorado Const., art. XVIII, 
sec. 9]. According to the 1990 ballot information booklet that was 
sent to voters (i.e., the “Blue Book;” see APPENDIX A), a major 
goal of the amendment was to save these historic mining towns 
from further deterioration and restore them to how they looked 
at their peak during the great Colorado gold rushes of the late 
19th century. According to proponents of the ballot initiative, the 
idea was to generate economic activity in the cities through 
gaming and tourism and to create a steady stream of tax revenue 
that the cities could use for restoration and preservation.  
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In 2009, voters in the three gaming cities approved extending the limits 
on gaming hours, bet maximums, and the types of games that may be 
played, as allowed by Constitutional Amendment 50, which Colorado 
voters approved in 2008 [Colorado Const., art. XVIII, sec. 9(7)].  

PROFILES OF THE GAMING CITIES 

The three gaming cities, though similar in many ways, are quite distinct, 
as shown in EXHIBIT 1.1. For example, Black Hawk has just over one-
tenth the population of Cripple Creek, but casinos in Black Hawk have 
twice as many gaming devices and generate almost 10 times the amount 
of gaming tax revenue that is remitted to the State. 

EXHIBIT 1.1. PROFILES OF COLORADO’S THREE GAMING CITIES 

 
BLACK   
HAWK 

CENTRAL  
CITY 

CRIPPLE  
CREEK 

Government Home Rule 
Municipality 

Home Rule 
Municipality 

Statutory 
City 

Total Area 2.7 sq. miles 2.4 sq. miles 1.5 sq. miles 

Population1 155 771 1,341 

Total Housing Units1, 2 75 593 711 

Median Household Income1 $38,500 $47,132 $34,107 

Number of Casinos3  15 6 12 

Number of Gaming Devices3, 4  7,370 1,895  3,591 
Adjusted Gross Gaming Proceeds for 

State Fiscal Year 2017 5 $609 million $71 million $133 million 

Gaming Taxes Remitted by Casinos to 
the State for State Fiscal Year 2017 $100 million $6 million $11 million 

SOURCES: U.S. Census Bureau’s 2011-2015 American Community Survey 5-Year Estimates and 2016 U.S. 
Gazetteer Files, and Division of Gaming’s Gaming Statistics reported for State Fiscal Year 2017. 
1 Estimated for 2015. 
2 A housing unit is an occupied or vacant house, apartment, mobile home, group of rooms, or a single room 
that is intended for occupancy as separate living quarters. 
3 As of June 2017. 
4 Gaming devices include a physical or electronic slot machine, poker table, blackjack table, craps table, 
roulette table, dice, and the cards used to play poker and blackjack [Section 12-47.1-103(10), C.R.S.]. 
5 Adjusted gross proceeds are the total amount of all wagers made by players on limited gaming less all 
payments to players [Section 12-47.1-103(1), C.R.S.]. 

 

GAMING TAXES AND DISTRIBUTIONS 
 

According to the Department of Revenue’s Division of Gaming, since 
limited gaming was implemented in 1991, casinos in the three gaming 
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cities have produced more than $16 billion in adjusted gross gaming 
proceeds, which are all players’ bets minus payouts to winners. The 
Colorado Constitution (Art. XVIII, sec. 9) allows the State to impose a 
tax of up to 40 percent, as determined by the Limited Gaming Control 
Commission, on the casinos’ adjusted gross proceeds. These taxes are 
collected by the Division of Gaming; deposited into the Limited Gaming 
Fund; and then disbursed to several state agencies, institutions of higher 
education, and the three gaming cities and their respective counties for 
a variety of purposes. According to the Division of Gaming, casinos in 
the gaming cities have paid more than $2 billion in taxes since 1991.  
 
EXHIBIT 1.2 shows an overview of the cities’ gaming tax revenue. The 
red line represents the State Historical Fund distributions that are the 
subject of this audit. For a more detailed depiction of the flow of gaming 
tax revenues, see APPENDIX B. 
 

EXHIBIT 1.2. GAMING TAX REVENUE RECEIVED BY 
GAMING CITIES 

 
SOURCE: Office of the State Auditor analysis of Article XVIII, Section 9 of the Colorado 
Constitution and Sections 12-47.1-701, 701.5, and 1201, C.R.S. 
1 For taxes on extended gaming, which was enabled by Amendment 50, passed in 2008. 
2 Collected by each city as authorized by Section 31-15-501(1)(c), C.R.S. 

 
As shown in EXHIBIT 1.2, 28 percent of the Limited Gaming Fund 
(excluding the portion used by the Division of Gaming, the Limited 
Gaming Control Commission, and other state agencies for 
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administrative expenses and that which is attributable to the extended 
gaming enabled by Amendment 50) is transferred to the State Historical 
Fund, managed by History Colorado, and 20 percent of that amount 
(i.e., 20 percent of 28 percent) is distributed to each city based on the 
proportion of gaming revenues generated in each city [Colorado Const., 
art. XVIII, sec. 9 (5)(b)(III)]. The Constitution specifies that these State 
Historical Fund distributions “shall be used for the preservation and 
restoration of the cities” [Colorado Const., art. XVIII, sec. 9(5)(b)(III)], 
and the General Assembly declared in statute that they should be used 
for “historic restoration and preservation” [Section 12-47.1-1202(1), 
C.R.S.]. The cities’ use of these distributions is the subject of this audit.  
 
In addition to the State Historical Fund distributions, the cities receive 
other tax revenue from gaming, as follows: 

 10 percent of gaming revenue from the Limited Gaming Fund is 
distributed to the three gaming cities (after subtracting for Division 
of Gaming and Limited Gaming Control Commission 
administrative expenses) based on the proportion of gaming revenue 
generated in each city [Colorado Const., art. XVIII, sec. 9(5)(b)(II)].  

 
 10 percent of gaming revenue that is attributable to extended 

gaming that was enabled by Amendment 50 is distributed to the 
three cities (after subtracting for Division of Gaming and Limited 
Gaming Control Commission administrative expenses) based on the 
proportion of gaming tax revenues from extended gaming that are 
generated in each city [Colorado Const., art. XVIII, sec. 
9(7)(c)(III)(B)]. 

 
 All three gaming cities collect occupational taxes or fees from 

casinos on each gaming device and table that they operate, including 
slot machines, poker and blackjack tables, and video gambling 
machines, as authorized by statute [Section 31-15-501(1)(c), 
C.R.S.]. These taxes and fees range from $600 to $1,265 annually 
per device. 

The Colorado Constitution and statutes do not place conditions on how 
the money from these sources may be spent. 
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GAMING CITIES’ STATE HISTORICAL 
FUND DISTRIBUTIONS  

During Calendar Years 2014 through 2016, the three gaming cities 
received a total of about $14.7 million in distributions from the State 
Historical Fund, which are disbursed annually in September. Each city 
recognizes its distributions as revenue in a dedicated fund. Because each 
city uses a different name for its fund, we refer to the funds generically 
as historic preservation funds. The city council of each city approves 
expenditures from the city’s historic preservation fund through a budget 
process, and all three cities operate on a January-to-December fiscal 
year.  
 
EXHIBIT 1.3 shows annual revenue, expenditures, and ending fund 
balances for each city’s historic preservation fund.  
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EXHIBIT 1.3. REVENUE, EXPENDITURES, AND BALANCES FOR 

EACH CITY’S HISTORIC PRESERVATION FUND  
CALENDAR YEARS 2014 THROUGH 2016 

  2014 2015 2016 
BLACK HAWK   

State Historical Fund Distribution $ 3,496,881 $ 3,691,877  $ 3,844,192  
Revenue from Other Sources1  46,772 13,123  18,307  
Expenditures & Transfers Out  2,505,408   5,883,946 2  2,449,976  
YEAR-END FUND BALANCE $ 5,370,486  $ 3,191,540   $ 4,604,063  

CENTRAL CITY  
State Historical Fund Distribution $ 410,818 $ 405,480  $ 431,725  
Revenue from Other Sources1  25,792  43,538 3 16,746  
Expenditures & Transfers Out  457,585  326,048  403,054  

YEAR-END FUND BALANCE $ 218,420 $ 341,390  $ 386,807  
CRIPPLE CREEK  

State Historical Fund Distribution $ 787,362 $ 793,842  $ 827,218  
Revenue from Other Sources1 39,742 279,770 4 300,234 4 

Expenditures & Transfers Out 821,776 970,220  1,006,448  
YEAR-END FUND BALANCE $ 1,726,176 $ 1,829,568  $ 1,950,572  

SOURCE: Office of the State Auditor analysis of the gaming cities’ annual financial statements. 
1 Revenue from Other Sources includes investment earnings, ticket sales for theatrical shows, and retail sales at 
visitor centers and museums. 
2 Black Hawk’s expenditures and transfers out in 2015 were higher than other years partly due to an interfund 
transfer of $2.6 million to the city’s general fund as a reimbursement for a land purchase. 
3 Central City’s revenue from other sources for 2015 included $19,569 from a grant awarded by History Colorado 
that was separate from its State Historical Fund distributions. 
4 Cripple Creek’s revenues from other sources were higher in 2015 and 2016 compared to 2014 because the city 
began recording the Butte Theater’s ticket sales in the Historic Preservation Fund, rather than in the city’s general 
fund. 

 

We describe each city’s spending of State Historical Fund distributions 
in CHAPTER 2.  

AUDIT PURPOSE, SCOPE, AND 
METHODOLOGY  

We conducted this audit in accordance with Section 2-3-123, C.R.S., 
which was enacted by the General Assembly through Senate Bill 16-
073. Statute requires the State Auditor to conduct, or cause to be 
conducted, performance audits of the State Historical Fund 
distributions that are transferred to Black Hawk, Central City, and 
Cripple Creek for preservation and restoration. The audits are required 
to ascertain how the cities are spending their distributions, whether such 
expenditures are being used for the preservation and restoration of each 
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city, and whether the cities have adopted and are following statutory 
standards for awarding grants from the distributions. Statute further 
requires the audits to be conducted no later than 2017, 2022, and 2027; 
this is the first such audit. The audit was conducted from January to 
October 2017. We appreciate the assistance provided by the city 
councils, historic preservation commissions, management, and staff of 
Black Hawk, Central City, and Cripple Creek during this audit. 
 
We conducted this performance audit in accordance with generally 
accepted government auditing standards. Those standards require that 
we plan and perform the audit to obtain sufficient, appropriate evidence 
to provide a reasonable basis for our findings and conclusions based on 
our audit objectives. We believe the evidence obtained provides a 
reasonable basis for our findings and conclusions based on our audit 
objectives. 
 
The key objective of the audit was to answer the questions posed by 
Senate Bill 16-073 by examining each cities’ historic preservation fund 
revenue and expenditures and each city’s grant program operations 
from January 2014 through February 2017. Since the fiscal years for all 
three cities are based on calendar years, this period covers three full 
fiscal years of financial activity.  
 
To accomplish our audit objectives, our work included: 

 Reviewing applicable Colorado constitutional amendments, state 
statutes, federal regulations, and legislative history related to legal 
gaming and State Historical Fund distributions. We also reviewed 
federal laws, regulations, and guidance pertaining to federal grants 
for historic preservation. 

 
 Listening to archived audio recordings of legislative committee 

hearings on Senate Bill 91-149, which is the Colorado Limited 
Gaming Act enabling legislation that implemented the voter-
approved constitutional amendment. 
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 Analyzing the annual financial statements and financial audits from 

each city for their Fiscal Years 2014 through 2016, as well as the 
cities’ budgets for 2014 through 2017. 

 
 Interviewing management and staff from Black Hawk, Central City, 

and Cripple Creek. We also interviewed staff at History Colorado, 
the National Park Service, and other cities outside of Colorado that 
hold historic preservation easements.  

We relied on sampling to support some of our audit work, as follows: 

 ACCOUNTING DATA. We analyzed the revenue and expenditures 
from each city’s historic preservation fund general ledger, recorded 
from January 2014 through February 2017. To assess the reliability 
of each city’s accounting data, we reviewed supporting 
documentation for a statistically representative, random sample of 
39 expenditures totaling $6.4 million from Black Hawk, 22 
expenditures totaling $374,000 from Central City, and 83 
expenditures totaling $2.2 million from Cripple Creek. 

 

 GRANTS. We reviewed supporting documentation for a 

nonstatistical sample of six of the 19 house rehabilitation projects 
at Black Hawk and six of the 15 historic preservation grants at 
Cripple Creek for which disbursements were made between January 
1, 2014, and February 28, 2017. For each sampled house, we 
reviewed the grant applications, contracts, invoices, and agreements; 
assessments from technical consultants; and minutes of city council 
and historic preservation committee meeting discussions. 

The samples were selected to provide sufficient coverage to test controls 
of those areas that were significant to the objectives of the audit; the 
sample testing results are not intended to be projected to the entire 
population. We designed our samples to provide sufficient and 
appropriate evidence for the purpose of evaluating internal controls for 
ensuring that historic preservation fund expenditures are recorded 
accurately and that grant awards comply with statutory provisions. 
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We planned our audit work to assess the effectiveness of those internal 
controls that were significant to our audit objectives. Our conclusions 
on the effectiveness of those controls, as well as details about the audit 
work supporting our findings, conclusions, and recommendations, are 
described in CHAPTERS 2 and 3 of this report. We noted certain other 
matters that we reported to City of Black Hawk management in a 
separate letter dated November 20, 2017. 

 



 



CHAPTER 2 
SPENDING OF STATE 

HISTORICAL FUND 
DISTRIBUTIONS 

The primary objective of this audit, as required by Senate Bill 16-
073, is to ascertain “how the City of Central, the City of Black 
Hawk, and the City of Cripple Creek are spending their 
distributions [from the State Historical Fund] and whether such 
expenditures are being used for the preservation and restoration 
of each city” [Section 2-3-123(1)(a), C.R.S.]. CHAPTER 2 is divided 
into two sections: 
 
1 The first section presents an informational summary of how 

the cities spent their distributions.  
 

2 The second section presents a discussion of policy issues 
relating to the intended uses of these distributions.  
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SUMMARY OF HOW THE GAMING 
CITIES SPEND DISTRIBUTIONS FROM 
THE STATE HISTORICAL FUND 

To determine how the gaming cities have spent State Historical Fund 
distributions, we reviewed expenditure data from the cities’ general 
ledgers for January 1, 2014 through February 28, 2017 (our review 
period), and the cities’ audited financial statements for 2014 through 
2016. We found that the cities spend the distributions in different ways, 
so we worked with the cities to group the expenditures into categories 
to compare spending among the cities and summarize how the 
distributions were spent. We also assessed the reliability of each city’s 
labeling and classification of historic-preservation-fund expenditures in 
their general ledgers by reviewing documentation for a statistically 
representative, random sample of such expenditures for each city—39 
transactions for Black Hawk, 22 for Central City, and 83 for Cripple 
Creek. Based on this testing, we determined that all three cities’ data are 
reliable for the purpose of assessing how the cities spent their State 
Historical Fund distributions. We also interviewed management from 
each city and reviewed applicable city ordinances, resolutions, written 
policies and procedures, program guides, and contracts related to the 
sampled transactions to further understand each city’s spending.  
 
EXHIBIT 2.1 shows the various ways that the three gaming cities spent 
their State Historical Fund distributions from January 2014 through 
February 2017, and EXHIBIT 2.2 shows the same information in a chart 
for easy comparison. 
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EXHIBIT 2.1. GAMING CITIES’ EXPENDITURES FROM  

STATE HISTORICAL FUND DISTRIBUTIONS  
JANUARY 2014 THROUGH FEBRUARY 2017 

 BLACK HAWK CENTRAL CITY CRIPPLE CREEK TOTAL1 
Grants to Restore Historic 

Houses and Buildings $ 4,748,000 $ 0  $ 80,000  $ 4,828,000 

Land Acquisitions 4,376,000 0  0  4,376,000 

Restoration/Preservation of 
Historic Public Buildings, 
Sites, and Artifacts 

874,000 284,000  105,000  1,262,000 

Museum and Visitor Center 
Operations (Net) 0 206,000 2 994,000 3 1,200,000 

Theater Operations – City-
Owned (Net) 

0 0  782,000 4 782,000 

Administrative Expenses for 
Grants and Preservation 
Programs 

265,000 194,000  251,000  710,000 

City Improvement Projects and 
Infrastructure 

441,000 192,000  0  633,000 

City Marketing 16,000 2,000  377,000  394,000 
Community Funding for Arts 

and Culture 
0 77,000  21,000  98,000 

General Maintenance Related 
to Historic Buildings 57,000 5,000  29,000  90,000 

Sponsorship of Historic 
Preservation Conference 25,000 0  8,000  33,000 

General City Operations 2,000 8,000  7,000  17,000 
Bonuses for Historic 

Preservation Commissioners 4,000 0  0  4,000 

TOTAL1 $ 10,807,000 $ 968,000 5 $ 2,653,000  $ 14,428,000 
SOURCE: Office of the State Auditor analysis of accounting data provided by Black Hawk, Central City, and Cripple 
Creek. 
1 Values shown may not sum to totals due to rounding.  
2 Central City received $35,000 in revenue from sales of souvenir items at its visitor center and spent $115,000 at the 
visitor center, plus another $126,000 to support an art gallery that provides historic tours. 
3 Cripple Creek received $116,000 in revenue from sales of tickets and souvenir items at its museums and visitor centers 
and spent $854,000, plus another $255,000 to support local, non-city owned museums. 
4 Cripple Creek received $455,000 in revenue from ticket sales at the Butte Theater and spent $1,237,000.  
5 Central City also transferred $193,400 from its historic preservation fund to its general fund in 2016, which had not 
been spent as of February 28, 2017, and so is not reflected in this exhibit. 
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EXHIBIT 2.2. GAMING CITIES’ CATEGORIZED EXPENDITURES 

FROM STATE HISTORICAL FUND DISTRIBUTIONS 
JANUARY 2014 THROUGH FEBRUARY 2017 

 
SOURCE: Office of the State Auditor analysis of accounting data provided by Black Hawk, Central City, and Cripple 
Creek. 

 
In the following sections, we describe the projects and programs that 
each city funded within the expenditure categories summarized in 
EXHIBITS 2.1 and 2.2. 

GRANTS TO RESTORE HISTORIC HOUSES AND 

BUILDINGS  

Black Hawk and Cripple Creek use State Historical Fund distributions 
to award grants to homeowners to pay for the restoration and 
rehabilitation of historically significant houses within the cities’ historic 
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districts. Cripple Creek also provides grants to non-profit organizations 
and, until 2014, provided grants to businesses to rehabilitate buildings 
in the city’s downtown area. Central City operated a grant program to 
restore homes from 1992 to 2013 but has not offered funds to restore 
homes or commercial buildings since that time. Below is a summary of 
the spending for Black Hawk’s and Cripple Creek’s grant programs 
from January 2014 to February 2017.  

 BLACK HAWK’S HOUSE REHABILITATION GRANT PROGRAM. During 
the review period, Black Hawk used $4.7 million in State Historical 
Fund distributions to partially or fully rehabilitate and/or renovate 
19 privately owned houses in the city’s historic district. Of the 19 
houses, 14 were slated for full-house rehabilitation of both the 
interior and exterior. Black Hawk contracts with an architectural 
firm and a project manager for both interior and exterior work, and 
with a historic preservation consultant who compares the plans for 
each house’s exterior to the Secretary of Interior’s Standards for the 

Treatment of Historic Properties (Standards). For work done on the 
interior of a house by a general contractor, Black Hawk issues grant 
money to the homeowner and reimburses the homeowner for any 
resulting state and federal income tax liability. For all exterior 
renovation work and for all project-wide costs, such as architectural 
designs and environmental consulting, Black Hawk pays contractors 
directly and does not reimburse the homeowners for tax liability. 
Black Hawk requires participating homeowners to grant a 
preservation easement to the city to ensure that the historic character 
of the exterior of the house will be preserved. Black Hawk’s grant 
program is discussed further in CHAPTER 3.  

 
EXHIBIT 2.3 shows Black Hawk’s spending on house rehabilitation 
using State Historical Fund distributions during the review period. 

  



18 

G
A

M
IN

G
 C

IT
IE

S’
 U

SE
 O

F 
ST

A
T

E
 H

IS
T

O
R

IC
A

L
 F

U
N

D
 D

IS
T

R
IB

U
T

IO
N

S,
 P

E
R

FO
R

M
A

N
C

E
 A

U
D

IT
 –

 N
O

V
E

M
B

E
R

 2
01

7 

 
EXHIBIT 2.3. BLACK HAWK’S REHABILITATION OF  

PRIVATE HOUSES FUNDED BY  
STATE HISTORICAL FUND DISTRIBUTIONS 

JANUARY 2014 THROUGH FEBRUARY 2017 1 
PROJECT-WIDE 
COSTS 

Architect $ 458,000 

Project Management 306,000 

INTERIOR GRANT 
PROGRAM 

Grant Disbursements to Homeowners for 
General Contractors 1,273,000 

Tax Reimbursements to Homeowners 306,000 

EXTERIOR 
RENOVATION 

General Contractors 2,180,000 

Technical Consulting 187,000 

Exterior Paint Projects  24,000 

Historic Preservation Consulting 14,000 

 TOTAL2  $ 4,748,000 
SOURCE: Office of the State Auditor analysis of accounting data provided by Black Hawk. 
1 Values shown are for 19 house exterior and interior rehabilitation projects, including partial 
costs for projects that began or ended outside of our review period, as well as partial costs for 
exterior paint work on 18 houses.  
2 Values shown may not sum to totals due to rounding. 

  
Total project costs for six houses we sampled from the 19 that were 
slated for rehabilitation during our review period, including costs 
incurred prior to January 1, 2014, ranged from $796,000 to $1.17 
million per house. The vendor costs varied by project. For example, 
architect fees ranged from $77,000 to $138,000 per project, while fees 
for the project manager ranged from $33,000 to $74,000. General 
contractor fees for the exterior and interior ranged from $497,000 to 
$826,000. EXHIBIT 2.4 shows the breakout of costs for one full-house 
rehabilitation project. 
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EXHIBIT 2.4. COSTS TO REHABILITATE ONE HOUSE IN  

BLACK HAWK WITH STATE HISTORICAL FUND DISTRIBUTIONS 
MARCH 2014 THROUGH JULY 2016 

VENDOR TYPE COST 
General Contractor (Exterior) $ 574,564 
General Contractor (Interior) via Grant Payments to Homeowner 261,844 
Architect (Exterior and Interior) 92,043 
Tax Reimbursement to Homeowner 73,579 
Project Management 58,546 
Environmental Consultant 25,373 
Geotechnical Engineering 9,418 
Land Surveyor 8,240 
Historic Preservation Consultant 3,263 
Retaining Wall Consultant 2,800 
Wood Investigation Consultant 1,460 
Xcel Energy 1,293 
Waste Disposal 1,291 
Demolition Contractor 489 
Appraiser 450 
Permits and Fees 30 
Title Company 25 
TOTAL PROJECT COST $ 1,114,708 
SOURCE: Office of the State Auditor analysis of City of Black Hawk expenditures, City Council 
minutes, and vendor contracts. 

 
 CRIPPLE CREEK’S GRANT PROGRAM. During our review period, 

Cripple Creek used a total of about $80,000 in State Historical Fund 
distributions to award 15 grants to reimburse property owners for 
construction costs related to exterior restoration of eight private 
houses, three buildings owned by non-profits, and one commercial 
building. Grants ranged from $425 to $14,625 for projects such as 
roofing replacement, window protection or replacement, and 
masonry restoration. Cripple Creek allows grant recipients to 
renovate the exterior of buildings and reimburses them for 
construction work performed by city-approved contractors. Cripple 
Creek’s grant program is discussed further in CHAPTER 3. 

LAND ACQUISITIONS  

During our review period, Black Hawk used a combined total of about 
$4.38 million in State Historical Fund distributions to acquire land and 
pay for ancillary costs, such as appraisals and consulting fees. 
Specifically, Black Hawk used $2.6 million to partially fund the 
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purchase of land on Maryland Mountain, which the city intends to 
develop into an open space area with hiking and mountain bike trails 
and signage for historic interpretation. Black Hawk also used $1.35 
million to purchase the Bobtail Lode and $301,000 for the Cyclops 
Lode, which are historically significant gold mining locations. Black 
Hawk further spent about $50,000 on title work, consulting fees, and 
taxes related to land acquisitions, plus about $71,000 on appraisals of 
other mining locations.  

RESTORATION AND PRESERVATION OF 

HISTORIC PUBLIC BUILDINGS, SITES, AND 

ARTIFACTS 

All three cities used distributions from the State Historical Fund to restore 
and preserve public buildings, sites, and artifacts during the review 
period. For example, each city spent between $44,000 and $55,000 for 
rock wall restoration and construction. Black Hawk used $698,000 for 
construction costs to restore the police department building, the City Hall 
Annex, and two city-owned houses, and used $131,000 for architectural 
services, consulting, and project management costs. Cripple Creek used 
$52,000 for restoration of the fire department building, the historic Butte 
Theater, and various other sites. Central City used $24,000 to begin 
restoring the Belvidere Theater and used $200,000 to repair portions of 
a city street following a rock slide incident. 

MUSEUMS AND VISITOR CENTER OPERATIONS 

During the review period, Central City and Cripple Creek used State 
Historical Fund distributions to support museum and visitor center 
operations, including costs for personnel, utilities, maintenance, office 
supplies, and inventory of souvenir items that are offered for sale. Central 
City used $126,000 in distributions to fund utility, employee, and 
inventory expenses for a nonprofit arts association that operates an art 
gallery and gives tours of the historic Washington Hall, which housed the 
first Gilpin County courthouse and jail. Central City also spent $80,000 
(net) from its distributions to operate a visitor center in a historic building 
that provides tourist information on historic sites and the city’s casinos.  
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Cripple Creek also spent about $379,000 (net) in distributions during 
the review period to operate a visitor center, called the Heritage Center; 
about $360,000 (net) to operate a Jail Museum and an information 
center located in a restored train car; and about $255,000 to fund two 
community museums, the Cripple Creek District Museum and the 
Homestead Museum, which are operated by non-profit organizations.  
 
Central City and Cripple Creek also earn revenue from sales of tickets 
and souvenirs at their city-owned museums and visitor centers. The 
revenue in each location is not sufficient to cover operating 
expenditures, so the cities subsidize the operations with the State 
Historical Fund distributions, as shown in EXHIBIT 2.5. 

EXHIBIT 2.5. REVENUE AND EXPENDITURES FOR CITY-OWNED MUSEUMS 
AND VISITOR CENTERS AT CENTRAL CITY AND CRIPPLE CREEK  

JANUARY 2014 THROUGH FEBRUARY 2017 
 CENTRAL CITY CRIPPLE CREEK 
 VISITOR 

CENTER 
HERITAGE 
CENTER 

JAIL 
MUSEUM 

TRAIN CAR 
INFO CENTER 

Revenue from Sales  $35,000 $24,000 $91,000 $0 
Expenditures from State 

Historical Fund Distributions $115,000 $403,000 $361,000 $90,000 

NET LOSS SUBSIDIZED BY 
STATE HISTORICAL FUND 
DISTRIBUTIONS 

-$80,000 -$379,000 -$270,000 -$90,000 

SOURCE: Office of the State Auditor analysis of accounting data provided by Central City and Cripple Creek. 

 

CITY-OWNED THEATER OPERATIONS 

After adjusting for revenue from ticket sales, Cripple Creek spent about 
$782,000 from its distributions on theatrical shows, personnel, utilities, 
and other operational costs at the historic Butte Theater, which Cripple 
Creek owns and operates. 

ADMINISTRATIVE EXPENDITURES FOR GRANTS 

AND OTHER PRESERVATION PROGRAMS 

As shown in EXHIBIT 2.6, the three gaming cities used a portion of their 
State Historical Fund distributions for costs related to administering 
grants and other historic preservation and restoration programs.  
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Personnel expenditures at each city included salaries and benefits for staff 
who administer historic preservation grants and programs. Consulting 
expenditures at Black Hawk included costs for reviews of exterior 
renovation plans, construction management, and development of the city’s 
grant program guides. Consulting costs at Central City included the 
production of historic design guidelines and related land use code updates. 
Training and conferences expenditures at all three cities included travel 
expenses to send staff and historic preservation commissioners to historic 
preservation conferences. Stipends for historic preservation commissioners 
at both Black Hawk and Central City are $50 for each meeting that 
commissioners attend. Miscellaneous expenditures at Black Hawk were for 
a variety of expenses, including name plates and badges, lunch meetings, 
and a large storage container. Cripple Creek’s miscellaneous expenditures 
were for insurance, a payroll vendor, and office supplies and equipment. 

CITY IMPROVEMENT PROJECTS AND 

INFRASTRUCTURE 

Black Hawk used about $441,000 in distributions on public works and 
infrastructure during the review period. Specifically, Black Hawk spent 
about $418,000 for utility undergrounding (telephone and electrical 
conduit and equipment installation) that is part of a larger project to 
realign and relocate portions of a city street to accommodate a 

EXHIBIT 2.6. ADMINISTRATIVE EXPENSES FOR  
GRANTS AND OTHER HISTORIC PRESERVATION AND  

RESTORATION PROGRAMS FUNDED BY  
STATE HISTORICAL FUND DISTRIBUTIONS 
JANUARY 2014 THROUGH FEBRUARY 2017 
 BLACK HAWK CENTRAL CITY CRIPPLE CREEK 

Personnel $ 178,000 $ 132,000 $ 208,000 
Consulting  59,000  55,000 0 
Training and Conferences 14,000   2,000  5,000  
Stipends for Historic 

Preservation Commissioners 
7,000  6,000  0 

Miscellaneous 7,000  0 39,000  
TOTAL1 $ 265,000 $ 194,000 $ 251,000 
SOURCE: Office of the State Auditor analysis of accounting data provided by Black Hawk, Central 
City, and Cripple Creek. 
1 Values shown may not sum to totals due to rounding. 
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pedestrian plaza. Black Hawk also spent about $14,000 for street light 
replacement and about $9,000 to commission a bronze cast of the newly 
recovered city seal to hang in the city council chambers.  
 
Central City used about $192,000 in distributions on public works and 
infrastructure, spending $138,000 on energy efficiency improvements 
and lighting fixture upgrades in city buildings and outdoor lighting 
throughout the city, and spending $40,000 to restore signage marking 
each end of its historic district and historic sites within the city, plus 
about $14,000 on beautification of the downtown area.  

CITY MARKETING EXPENDITURES 

During the review period, the three cities used a combined total of 
$394,000 in distributions to pay for city brochures and other 
advertising that targets tourists. Cripple Creek spent $377,000 on 
magazine and newspaper ads, internet marketing, billboard rentals, and 
television commercials spotlighting the city’s heritage and special 
events. Black Hawk used $16,000 to purchase supplies and 
promotional items, such as lapel pins, key chains, can insulators, and 
coffee mugs with the city’s brand to give away at the annual Saving 
Places Conference, a historic preservation event hosted by Colorado 
Preservation, Inc. Central City used about $2,000 to promote the 
historic character of the city’s business improvement district.  

COMMUNITY FUNDING FOR ARTS AND 

CULTURE 

During the review period, Central City used $77,000 in distributions to 
support the operations of Central City Opera, a nonprofit organization 
founded in 1932 that produces historical and educational stage 
performances in the historic Central City Opera House. Cripple Creek 
used about $6,000 in distributions to fund Victorian-era reenactments 
and annually contributed $5,000 in 2014, 2015, and 2016, in support of 
the Gold Belt Tour, a Colorado Scenic and Historic Byway connecting 
Cripple Creek to Florissant, Cañon City, and Florence.  



24 

G
A

M
IN

G
 C

IT
IE

S’
 U

SE
 O

F 
ST

A
T

E
 H

IS
T

O
R

IC
A

L
 F

U
N

D
 D

IS
T

R
IB

U
T

IO
N

S,
 P

E
R

FO
R

M
A

N
C

E
 A

U
D

IT
 –

 N
O

V
E

M
B

E
R

 2
01

7 

 
GENERAL MAINTENANCE RELATED TO 

HISTORIC BUILDINGS 

The three cities used a combined total of $90,000 in distributions to 
fund maintenance related to historic buildings, such as filters for HVAC 
systems, lock repairs, lawn care, elevator maintenance, and fire 
sprinkler inspections.  

SPONSORSHIP OF HISTORIC PRESERVATION 

CONFERENCE 

Black Hawk and Cripple Creek used a combined total of $33,000 in 
distributions to purchase sponsorships for the annual Saving Places 
Conference, hosted by Colorado Preservation, Inc. 

GENERAL CITY OPERATIONS 

The three cities used a combined total of $17,000 in State Historical 
Fund distributions for operational costs that were not tied to any 
specific historic preservation program. Such costs include general 
maintenance at Black Hawk, a portion of contracted auditing and 
accounting services allocated to Central City’s historic preservation 
fund, and telephone bills at Cripple Creek.  

BONUSES FOR COMMISSIONERS 

Black Hawk spent a total of $4,200 to pay holiday bonuses of $300 to 
each member of its Historic Preservation Commission in 2014, 2015, 
and 2016.  

  



25 
 

R
E

PO
R

T
 O

F T
H

E
 C

O
L

O
R

A
D

O
 ST

A
T

E
 A

U
D

IT
O

R
 

 
POLICY CONSIDERATIONS–
ALLOWABLE USES OF STATE 
HISTORICAL FUND 
DISTRIBUTIONS  
During our audit, we sought to determine whether the cities’ 
expenditures, described in the previous section, appeared to be 
allowable uses of State Historical Fund distributions. However, we 
found that the intent of voters and the General Assembly regarding the 
cities’ use of State Historical Fund distributions is unclear. This is a 
matter for policymakers to consider, and therefore, we issue no 
recommendations in this section.  

ALLOWABLE USES OF STATE 
HISTORICAL FUND DISTRIBUTIONS ARE 
NOT CLEARLY DEFINED IN THE 
CONSTITUTION OR STATUTE 

According to the State Constitution, the money the gaming cities receive 
from the State Historical Fund “shall be used for the preservation and 
restoration of the cities” [Colorado Const., Art. XVIII, Sec. 9(5)(b)(III)]. 
In 1999, the General Assembly declared through Senate Bill 99-232 
that, in approving the constitutional amendment, the voters intended 
that “all moneys expended from the State Historical Fund would be 
used to restore and preserve the historic nature of [the gaming] cities 
and other sites and municipalities throughout the state” and specified 
that the statute is intended to assure that the cities use their distributions 
for “historic restoration and preservation” [Section 12-47.1-1202(1), 
C.R.S., emphases added].  
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The phrase “preservation and restoration of the cities” was not defined 
in the constitutional amendment approved by voters in 1990 or in the 
Colorado Constitution, and “historic restoration and preservation” is 
not defined in statute. Archived audio recordings of legislative 
committee discussions did not reveal precisely how legislators expected 
the cities to spend their distributions, either when the original 
implementing legislation was passed in 1991 or when the phrase 
“historic restoration and preservation” was added to statute by Senate 
Bill 99-232. In 2006, the General Assembly considered House Bill 06-
1139, which was crafted by the gaming cities and History Colorado and 
would have established more definitive restrictions on how the cities 
may spend their distributions. However, the bill failed and no bills have 
since been introduced to address this issue. 
 
In the absence of a codified definition in the Colorado Constitution or 
statute, we evaluated whether the cities’ expenditures of State Historical 
Fund distributions fit within one of either two possible interpretations. 
First, the phrases “historic preservation” and “restoration” have 
common meanings that are widely used in the context of federally 
funded projects; these commonly used meanings produce a narrow 
interpretation of what the statute allows. Second, the three gaming cities 
have defined what they consider to be allowable expenditures of State 
Historical Fund distributions, and these definitions imply a broader 
interpretation of what the statute allows. The narrow and the broad 
interpretations are explained below.  

THE NARROW INTERPRETATION BASED ON 

COMMON USAGE OF “HISTORIC PRESERVATION”  

Nationally, “historic preservation” and “restoration” commonly refer 
to projects that could qualify for funding from the Historic Preservation 
Fund, which is the federal source for historic preservation grants 
awarded to states, tribes, local governments, and non-profits. Such 
grants are enabled by the National Historic Preservation Act of 1966, 
as amended, which also gave the Secretary of the Interior responsibility 
for managing the National Register of Historic Places and for 
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developing the Standards for the Treatment of Historic Properties. The 
Standards set forth requirements related to preserving, rehabilitating, 
restoring, and reconstructing historic buildings and other structures, 
such as covered bridges and light houses, as well as cultural landscapes. 
In the context of federally funded projects conducted under the purview 
of these Standards, the term “historic preservation” encompasses the 
concept of restoration and refers to a range of activities aimed at 
preserving specific buildings, structures, sites, objects, districts, and 
cultural landscapes that are eligible for inclusion on the National 
Register for Historic Places, including:  

 “[I]dentification, evaluation, recordation, documentation, curation, 
acquisition, protection, management, rehabilitation, restoration, 
stabilization, maintenance, research, interpretation, and 
conservation” of historic buildings, structures, sites, objects, 
districts, and cultural landscapes; and 

 
 “[E]ducation and training regarding the foregoing activities” [54 

U.S.C., Section 300315]. 
 
We used the National Park Service’s Historic Preservation Fund Grants 

Manual (Grants Manual) as a guide to help determine whether certain 
gaming city costs fit within this narrow meaning of historic 
preservation. Although this manual is not binding on the gaming cities’ 
use of State Historical Fund distributions, it is the guide widely used by 
recipients of federal funding for determining whether certain costs 
contribute to historic preservation. For example, the Grants Manual 
specifies the conditions under which costs are allowable for land 
acquisitions; administration; advertising and public relations; and 
memberships, subscriptions, and professional activities. In addition to 
these cost categories, marketing costs for promoting historic sites and 
features of the cities are within the narrow meaning of “historic 
preservation,” because, in recent years, federal historic preservation 
grants have been used to develop “heritage tourism” in certain areas, 
which is tourism aimed at experiencing the history and unique cultural 
resources of a place.  
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The following are reasons why it may be appropriate to apply this 
narrow meaning of “historic preservation” to the Colorado 
Constitution and statutes:  
 
1 The Colorado statutes relating to the State Historical Fund 

distributions make several specific references to federal programs that 
are enabled by the federal Historic Preservation Act, which may 
indicate that the General Assembly intended for “historic restoration 
and preservation” to be interpreted in line with such programs. 
Specifically, statute prohibits the gaming cities from spending any 
monies from their State Historical Fund distributions unless they have 
adopted standards for awarding grants from the distributions that (1) 
assure compliance with the U.S. Secretary of the Interior’s Standards 
for Treatment of Historic Properties; (2) require the city’s Historic 
Preservation Commission, which is a body that local governments 
must have to qualify for federal grants from the Historic Preservation 
Fund, to review all grant awards; and (3) limit grants to properties 
“located within a national historic landmark district or within an area 
listed on the National Register of Historic Places” [Sections 12-47.1-
1202(3)(a), (3)(a.5), and (3)(c), C.R.S.].  

 
2 The narrow meaning seems to align with the 1990 voter’s guide, or 

“Blue Book” (See APPENDIX A), which helped voters decide how to 
vote on the constitutional amendment that legalized limited gaming. 
The Blue Book’s first “argument for” says the amendment would “help 
ensure the preservation of historic buildings in Central City, Black 
Hawk, and Cripple Creek [emphasis added].” The Blue Book 
continues: “Without additional resources being committed to the 
preservation of the structures and character of these historic towns, the 
buildings will continue to deteriorate and collapse [emphases added]. 
If this is permitted to occur, a treasured national and state resource will 
eventually be lost.” The Blue Book also mentions that the proposal “is 
an effort to enhance the historic qualities of the communities” and that 
“the financing of historic preservation, improvement of municipal 
infrastructure, and increased law enforcement resources are to be 
funded from gambling revenues.” However, it does not indicate that 
the cities’ State Historical Fund distributions would be used for 
anything other than restoration and preservation of historic buildings.  
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THE GAMING CITIES’ BROAD INTERPRETATION 

OF “HISTORIC RESTORATION AND 

PRESERVATION” 

All three gaming cities reported to us that they understand “historic 
restoration and preservation” in a broad sense—for activities that help 
preserve each city as a whole, and not restricted to the preservation of 
specific buildings, structures, sites, objects, districts, or cultural 
landscapes. Both Black Hawk and Central City adopted a city ordinance 
or resolution that defines allowable expenditures within such an 
interpretation, while Cripple Creek city management reported to us that 
it also uses an interpretation that is broader than the one used in the 
National Historic Preservation Act, but has not codified its 
interpretation in an ordinance or resolution. The following are 
examples of expenditures that the city councils of both Black Hawk and 
Central City allow using State Historical Fund distributions, which go 
beyond the common, narrow meaning: 

 Public utility restoration and preservation projects, which can 
include undergrounding service facilities, replacing water lines and 
facilities, and improving pedestrian lighting. 

 
 City infrastructure, including improving existing streets and 

sidewalks. For Black Hawk, this includes paving and, where 
necessary, widening existing streets. 

 
 Creation, renovation, repair, and maintenance of city-owned and 

community-oriented facilities that promote the cities’ heritage. For 
Black Hawk, this includes facilities that are “central to the City of 
Black Hawk’s heritage and culture.” For Central City, this includes 
city-owned facilities that “support the City’s goal of historical 
preservation through promotion, tourism, marketing and museums, 
and other city administrative functions.” 

The following are reasons the city managers gave for applying this 
broad meaning of “historic restoration and preservation”: 
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1 The voter-approved Constitutional amendment states that the cities’ 

distributions shall be used for “preservation and restoration of the 
cities [emphasis added].” Since cities are composed of more than just 
buildings, under this interpretation the funds can be used for 
projects and programs that help preserve and restore the cities but 
that are not strictly related to preserving buildings, sites, objects, or 
cultural landscapes. 
 

2 Since neither the Colorado Constitution nor statute defines what is 
meant by restoration or preservation, the city councils believe they 
have the authority to define allowable uses of State Historical Fund 
distributions. 

 
Although the three cities are alike in using a broad interpretation of 
“historic restoration and preservation,” in some cases they have made 
different decisions about the limits of allowable expenditures. For 
example, Black Hawk and Central City’s city councils decided that 
infrastructure projects are allowable uses of their distributions, whereas 
Cripple Creek’s city council has not. Since the three cities do not share 
the same approach to implementing the broad interpretation of 
“historic restoration and preservation,” and because it is not clear 
whether the voters intended any meaning beyond the narrow one, we 
grouped the cities’ expenditures based on whether they fit either within 
the narrow, commonly used meaning of “historic preservation” or 
within the broader meaning that the gaming cities have adopted. 

WHAT ISSUES DID THE AUDIT WORK 
IDENTIFY? 

Overall, we found that from January 2014 through February 2017, the 
three gaming cities spent $11.6 million, or 81 percent of their total 
expenditures from State Historical Fund distributions in ways that fit 
within the common, narrow meaning of historic preservation. 
However, about $2.8 million, or 19 percent of State Historical Fund 
distributions—$0.5 million by Black Hawk, $0.4 million by Central 
City, and $1.8 million by Cripple Creek—were spent in ways that may 
be outside the common, narrow meaning and are shown in EXHIBIT 2.7.  
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EXHIBIT 2.7. GAMING CITIES’ EXPENDITURES FROM  

STATE HISTORICAL FUND DISTRIBUTIONS THAT MAY BE OUTSIDE THE 
COMMON, NARROW MEANING OF HISTORIC PRESERVATION 

JANUARY 2014 THROUGH FEBRUARY 2017 
 BLACK 

HAWK 
CENTRAL 

CITY 
CRIPPLE 
CREEK 

TOTAL 

Museum and Visitor Center Operations $ 0 $ 206,000 $ 994,000 $ 1,200,000 
Theater Operations (City-Owned) 0 0 782,000 782,000 
City Projects and Infrastructure 441,000 152,000 0 593,000 
Community Funding for Arts and Culture 0 77,000 21,000 98,000 
General Maintenance Related to Historic 

Buildings and Sites 57,000 5,000 29,000 90,000 

General City Operations 2,000 8,000 7,000 17,000 
Bonuses for Commissioners 4,000  0  0 4,000 
TOTAL1 $ 504,000 $ 448,000 $ 1,833,000 $ 2,785,000 
PERCENTAGE OF TOTAL SPENDING 5% 46% 69% 19% 
SOURCE: Office of the State Auditor analysis of accounting data provided by Black Hawk, Central City, and Cripple 
Creek. 
1 Values shown may not sum to totals due to rounding. 

 
Officials at all three cities reported to us that they believe their 
respective expenditure categories, shown in EXHIBIT 2.7, are allowable. 
Central City and Cripple Creek both reported that their expenditures 
contributed in various ways to preserving the historic character of their 
cities. Black Hawk city officials reported to us that Black Hawk city 
council disagrees that State Historical Fund distributions can only be 
spent on historic restoration and preservation activities, citing the 
absence of the word “historic” in the State Constitution. Black Hawk 
officials also provided us a letter that was written by one of the original 
drafters of the 1990 ballot initiative on limited gaming, which stated 
that the drafter intended for the Constitution to allow the cities to use 
their distributions for preservation and restoration, but not necessarily 
for historical purposes. Notwithstanding the General Assembly’s 
declaration and spending requirements in Section 12-47.1-1202, C.R.S., 
Black Hawk city officials believe that the city’s expenditures are 
allowable because they contributed to the general restoration and 
preservation of the city.  
 
The reasons why the expenditures shown in EXHIBIT 2.7 may fall 
outside of the narrow interpretation of the Colorado Constitution and 
statute are described in the following sections.  
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 MUSEUM AND VISITOR CENTER OPERATIONS–CENTRAL CITY AND 

CRIPPLE CREEK. Although the museums and visitor centers at 
Central City and Cripple Creek are important for historical 
education and for the care and study of objects that have historic 
significance, it is not clear that they contribute to historic 
preservation as this term is commonly used. For example, the 
National Park Service’s Grants Manual states that “costs of museum 
exhibits, staff salaries, and other administrative expenses, including 
maintenance, are unallowable, if they are not directly related to 
[Historic Preservation Fund] eligible activities.”  

 

Although expenditures for ongoing museum operations at Central City 
and Cripple Creek do not appear to fit within the narrow meaning of 
historic preservation, it is unclear whether they are unallowed, since 
such spending is similar to how the State has spent the remaining 
portion of the State Historical Fund that is not distributed to the cities. 
Specifically, since 2003 the General Assembly has made annual 
appropriations from the State Historical Fund to cover regular 
operations at the state history museum managed by History Colorado, 
and statute authorizes History Colorado to “make reasonable 
expenditures from the [State Historical Fund] for the reasonable costs 
incurred…to collect, preserve, and interpret the history of Colorado 
and the West” [Section 12-47.1-1201(5)(b), C.R.S.]. Further, between 
2008 and 2010, the General Assembly approved monies from the State 
Historical Fund to be used to construct a new state history museum 
[Section 12-47.1-1201(5)(d)(III), C.R.S.]. Nonetheless, it is not clear 
that the Colorado voters or General Assembly intended to provide the 
gaming cities the discretion to use their distributions from the State 
Historical Fund for museums. 

 

 THEATER OPERATIONS–CRIPPLE CREEK. Although the Butte Theater in 
Cripple Creek is a historic building, the funding of theatrical shows and 
operations in this venue does not appear to meet the criteria for the 
narrow interpretation of historic restoration and preservation. 
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 CITY PROJECTS AND INFRASTRUCTURE–BLACK HAWK AND CENTRAL 

CITY. Although the cities may need new infrastructure to support 
the influx of visitors due to gaming, it is not clear that Black Hawk’s 
investments in utility undergrounding to create a new pedestrian 
plaza, and Central City’s investments in new street lighting, 
preserved or restored any particular historic aspect of the cities’ 
historic districts. 

 

 COMMUNITY FUNDING FOR ARTS AND CULTURE–CENTRAL CITY AND 

CRIPPLE CREEK. Although the Central City Opera has been in 
existence since 1932 and helps visitors experience the history of the 
city, providing support for this opera company does not directly 
support the historic preservation or restoration of the opera house 
itself. Similarly, the Victorian reenactments at Cripple Creek do not 
appear to fit within the narrow interpretation of “historic 
restoration and preservation.” 

 

 GENERAL MAINTENANCE RELATED TO HISTORIC BUILDINGS AND 

SITES–ALL THREE CITIES. Although maintenance expenditures at all 
three cities were for the upkeep of historic buildings and grounds, 
ongoing general maintenance is not typically considered to be within 
the bounds of historic preservation or restoration. For example, 
while the definition of historic preservation in the national Historic 
Preservation Act includes maintenance, the National Park Service 
does not allow money from the federal Historic Preservation Fund 
to be used for ongoing maintenance of properties, once such 
properties have been restored or preserved.  

 

 GENERAL CITY OPERATIONS–ALL THREE CITIES. Expenses for city 
utilities, maintenance, and contracted services do not fit within the 
narrow interpretation of “historic restoration and preservation.” 

 

 BONUSES FOR HISTORIC PRESERVATION COMMISSIONERS–BLACK 

HAWK. Although stipends for historic preservation commissioners 
may be a legitimate administrative expense, it is not clear that the 
Colorado voters or General Assembly intended for the cities to use 
State Historical Fund distributions to pay the commissioners holiday 
bonuses in addition to their normal stipends. 
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In addition to the issues above, as we describe later in the finding titled 
“Black Hawk’s Compliance with Historic Preservation Standards,” we 
found that some of the funds that Black Hawk spent rehabilitating 
houses may not be allowed, because the city did not ensure compliance 
with the Secretary of Interior’s Standards and its Historic Preservation 
Commission did not review all the construction plans for the houses, as 
required by statute [Section 12-47.1-1202(3), C.R.S.].  

WHY DOES THIS POLICY ISSUE MATTER? 

It is not clear whether the cities’ spending of the State Historical Fund 
distributions are in line with the intent of the voters in passing the 
constitutional amendment that legalized limited gaming or with the 
intent of statute. By spending State Historical Fund distributions on 
projects and programs that are not clearly related to historic restoration 
and preservation, as these terms are commonly understood, the three 
gaming cities may be out of compliance with the will of the voters and 
the legislative intent of the General Assembly. Conversely, if the voters 
and General Assembly intended the cities to be able to spend these funds 
for any purpose they consider to be in support of preserving or restoring 
the cities as a whole, no further clarification may be needed. 
 
Officials from all three cities reported to us that they do not believe the 
interpretation of voter intent is a matter that requires clarification from 
the General Assembly. Black Hawk and Central City also pointed out 
that, as home rule cities, their city councils can legislate locally to 
determine allowable uses of State Historical Fund distributions in the 
absence of guidance in the Colorado Constitution.  
 
If the General Assembly were to decide to provide legislative direction 
to the cities of Black Hawk, Central City, and Cripple Creek, it may 
want to clarify the types of programs, projects, and other expenditures 
that may be funded with State Historical Fund distributions.  
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RESPONSES 

CITY OF BLACK HAWK 

Black Hawk does not believe that legislative direction is necessary 
regarding its expenditures derived from State Historical Fund 
distributions (the “Funds’”). However, Black Hawk would not object 
to legislation confirming that the three cities are authorized to determine 
expenditures for “preservation and restoration” as legislatively 
determined appropriate by each city’s governing body. 
 

Confirming municipal authority for such expenditures is consistent with 
the plain language of Article XVIII, Section 9 of the Constitution. The 
gaming cities’ receipt of the Funds is intended to be similar to their 
receipt of the 10% proportional share of the limited gaming fund, with 
the additional constitutional requirement that the Funds be used for 
“preservation and restoration” of the gaming cities.  
 

Legislative history confirms that distribution of these Funds is the 
purview of the local governments. Each gaming city is authorized to 
determine whether an expenditure or project preserves or restores the 
community. To the extent that Senate Bill 99-232 modified C.R.S. §§ 
12-47.1-1201 and 1202 by purporting to restrict the gaming cities’ use 
of the Funds, it did so without constitutional support and improperly 
added a requirement for the Funds to be used for “historic” 
preservation and restoration. 
 

Attached hereto as Exhibit A is an Affidavit from the drafter of the 
constitutional amendment, Lary Brown, confirming Black Hawk’s 
interpretation of the original intent of the Constitution. Moreover, 
because Black Hawk is a home rule municipality, Black Hawk’s 
expenditure of such funds is a matter of purely local concern. Black 
Hawk is also separately providing a Position Statement to the State 
Auditor. 
 

Black Hawk would not object to legislation that reinforces the original 
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intent of Article XVIII, Section 9 of the Constitution, but would object 
to an interpretation of the expenditure of such funds in a manner that 
is contrary to the language in the Constitution. 
 
AUDITOR’S ADDENDUM 
 

Along with the preceding response, Black Hawk sent the OSA a letter 
containing a position statement, the substance of which is reflected in 
our audit report and the City’s response. Black Hawk also sent the OSA 
an affidavit from Lary Brown, one of the people who helped develop 
the 1990 ballot proposal that amended the state Constitution to enable 
limited-stakes gaming in the three gaming cities. The information 
contained in the affidavit reflects the views of one citizen on matters 
that are either explained in the audit report or that go beyond the 
objectives of the audit, such as whether the State has authority to 
control how the cities spend their distributions from the State Historical 
Fund. For this audit, we deferred to the General Assembly’s judgment 
in 1999 when it found and declared that, in passing the amendment 
allowing limited-stakes gaming in the three gaming cities, the voters 
“believed that all moneys expended from the State Historical Fund 
would be used to restore and preserve the historic nature of [the gaming] 
cities and other sites and municipalities throughout the state” [Section 
12-47.1-1202, C.R.S.]. Further, contrary to Black Hawk’s response, the 
distributions we audited are fundamentally different from the 10-
percent portion of state-collected gaming taxes that is returned directly 
to the cities in that the former pass through the State Historical Fund 
and carry constitutional and statutory restrictions on spending, whereas 
the 10-percent portion does not. As indicated in the audit report, the 
General Assembly’s interpretation of the will of the voters, and the 
extent to which legislative direction on the gaming cities’ use of State 
Historical Fund distributions is necessary, are policy considerations, on 
which the OSA takes no position. 

CITY OF CENTRAL CITY 

Central City does not believe that there is a need for the General 
Assembly to provide legislative direction to the cities of Central City, 
Black Hawk and Cripple Creek clarifying the types of programs, 
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projects or other expenditures that may be funded out of the gaming 
cities’ respective shares of the twenty percent of State Historical Fund 
(“SHF”) distributions (the “20% Distributions”). Article VXIII, § 9 of 
the Colorado Constitution (the “Amendment”) only requires that the 
City Council use its 20% Distributions “for the preservation and 
restoration of the [City].” The Amendment does not otherwise restrict 
the use of these funds.  
 

Conversely, the Amendment requires recipients of the remaining eighty 
percent of the SHF to use those funds for historic preservation and 
restoration in a manner to be determined by the General Assembly. The 
use of the word “historic” to restrict one portion of the SHF and not 
the other plainly indicates an intent not to restrict the City’s use of its 
20% Distributions to projects that qualify as “historic.” The City 
believes that the State Auditor incorrectly interprets the Amendment in 
concluding that the City may be out of compliance with the intent of 
the voters and the General Assembly by spending its 20% Distribution 
on items not clearly related to historic restoration and preservation. 
 

More importantly, Central City adopted standards for expending its 
20% Distributions in 2010. The City is a home rule municipality and 
the utilization of its 20% Distributions for restoration and preservation 
programs is a matter of local concern. 
   
All City expenditures examined in this audit (1) preserve and/or restore 
the City; and (2) comply with the City’s standards. Therefore, Central 
City believes that there is no need for legislative direction. Please refer 
to the City’s position statement submitted to the State Auditor. 
 
AUDITOR’S ADDENDUM 
 

Along with the preceding response, Central City sent the OSA a letter 
containing a position statement, the substance of which is reflected both 
in our report and in the City’s response. Our conclusion that the City 
may be out of compliance with the will of the voters and the intent of 
the General Assembly is based on criteria found in both the Colorado 
Constitution and state statute (i.e., not the Constitution alone). In 1999, 
the General Assembly found and declared that when the voters 
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approved the constitutional amendment allowing limited-stakes gaming 
in the three gaming cities “they believed that all moneys expended from 
the State Historical Fund would be used to restore and preserve the 
historic nature of [the gaming] cities and other sites and municipalities 
throughout the state” [Section 12-47.1-1202, C.R.S.]. Additionally, the 
General Assembly affirmed its intention “to assure that expenditures 
from the fund by [History Colorado] and the cities of Central, Black 
Hawk, and Cripple Creek are used for historic restoration and 
preservation” [Section 12-47.1-1202, C.R.S.]. 

CITY OF CRIPPLE CREEK 

The City of Cripple Creek does not believe that it would be beneficial 
for the General Assembly to provide additional legislative direction to 
the cities of Black Hawk, Central City, and Cripple Creek clarifying the 
types of programs, projects, and other expenditures that may be funded 
with the State Historical Fund distributions. Cripple Creek’s City 
Council and management team believe that the goal of SB 16-073 has 
been met by the State Auditor’s Office report. Cripple Creek does not 
believe clarification on how these funds can be used needs to be 
addressed by the General Assembly. 
 

Cripple Creek believes the voters’ intent was to allow the three gaming 
towns to use the funds, as each community sees fit, within the guidelines 
established by the enabling legislation, subsequent additions by the 
State of Colorado and by their own governing bodies, either set forth in 
home rule charters, or as presented, and adopted, in their annual 
budgets. Cripple Creek complies with Senate Bill 99-232 that states that 
in approving the constitutional amendment, the voters intended that 
“all money expended from the State Historical Fund would be used to 
restore and preserve the historic NATURE (emphasis added) of {the 
gaming} cities.” In addition, it specified that the statute is intended to 
assure that the cities use their distributions for “historic restoration and 
preservation.” Cripple Creek has complied with Senate Bill 99-232, as 
well as the original constitutional amendment approved by the voters 
in 1990, the Colorado Constitution and the State of Colorado’s statutes. 
Further direction by the General Assembly is not necessary and would 
border on interference of what is a local control issue. 
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APPENDIX B 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 



B-1 
 

FLOW OF LIMITED GAMING TAX 
REVENUE 

 

SOURCE: Office of the State Auditor analysis of Article XVIII, Section 9 of the Colorado Constitution, Sections 12-
47.1-701, 701.5, and 1201, C.R.S., and the Municipal Codes of Black Hawk, Central City, and Cripple Creek. 
1 The State Treasurer is authorized to pay all ongoing expenses of the Department of Revenue, the Division of Gaming, 
the Limited Gaming Control Commission, and any other state agency that has expenses related to the administration 
of the Colorado Limited Gaming Act [Section 12-47.1-701(1)(b)(I), C.R.S.]. 
2 Collected by each city as authorized by Section 31-15-501(1)(c), C.R.S. 
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