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DIVISION OF GAMING,
DEPARTMENT OF REVENUE, STATE OF COLORADO
MANAGEMENT’'S DISCUSSION AND ANALYSIS
YEARS ENDED JUNE 30, 2019 AND 2018

This discussion and analysis of the financial performance of the Division of Gaming, Department of
Revenue, State of Colorado (the “Division”) provides an overview of financial activities for the year ended
June 30, 2019 and 2018. Please read it in conjunction with the Division’s financial statements, which begin
on page 20.

Financial Highlights

e Gaming Tax revenues were $125,000,293 for the fiscal year ended June 30, 2019, compared to
revenues of $125,273,338 for the prior fiscal year ending June 30, 2018, which is a decrease of
$273,045 or 0.22%.

¢ Anincrease in the Division’s total excess of revenues over expenditures, excluding the unrealized
change in fair value of investments, increased the total Gaming Distribution to $111,782,407
compared to last fiscal year’s total Gaming Distribution of $111,617,671. These amounts represent
both the Limited Gaming Distribution and the Extended Gaming Distribution for fiscal years 2019
and 2018, respectively.

Using this Report

This financial report consists of financial statements for the fiscal years ended June 30, 2019 and 2018.
Unless otherwise specified, references within this report to the Division relate to the Extended Gaming
Fund and the Limited Gaming Fund. The Balance Sheets provide comparative information on the Division’s
assets, liabilities, and fund balance as of the end of the current and previous fiscal years. The Statement of
Revenues, Expenditures, and Changes in Fund Balance is the Division’'s income statement. The
Statements of Revenues, Expenditures, and Changes in Fund Balance provide information on the current
and previous fiscal years’ revenues, expenditures, excess of revenues over expenditures, the Gaming
Distribution, the beginning fund balances at July 1, 2018 and July 1, 2017, respectively, and the ending
fund balances as of June 30, 2019 and 2018, respectively. The Schedule of Revenues, Expenditures, and
Changes in Fund Balance — Budget to Actual reflects the initial budget amounts, the cumulative changes
made throughout the course of the year, the revised budget amounts, and the actual amounts received or
expended. Finally, the notes to the financial statements contain a summary of significant accounting
policies and more specific information about items in the financial statements.

In April 2009, House Bill 09-1272 was approved to implement Amendment 50. In summation, this
amendment allows Colorado casinos to offer $100 maximum bets, an increase from the previous $5 limit;
offer the games of craps and roulette; and remain open for 24 hours. This is referred to as Extended
Gaming. The Extended Gaming Funds to be distributed are transferred to a separate fund every fiscal year
end beginning with fiscal year 2010; therefore, a new Extended Gaming Fund was created separate from
the Limited Gaming Fund for this purpose.

Revenues

The total excess of revenues over expenditures of the Division, including the unrealized change in fair value
of investments, for fiscal year 2019 was $113,281,015. This represents an increase of $2,639,744
compared to fiscal year 2018 excess of revenues over expenditures of $110,641,271.

The fiscal year 2019 net increase in fair value of investments of $1,710,918 and net decrease $1,190,439in

fiscal year 2018 represent the change in fair value of the Division’s investments during the fiscal years
ended June 30, 2019 and 2018, respectively.
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Significant changes in revenue categories to fiscal year 2019 from fiscal year 2018 are explained below.

(Decrease) Percent
Amount Change Explanation

Background 108,720 60.98% There was $62,683 more in labor and miscellaneous charges

Investigations and $46,037 more in travel during fiscal year 2019 based on the
nature of the background investigations required to be
performed during fiscal year 2019 compared to fiscal year 2018.

Interest 360,875 37.80% The increase in fiscal year 2019 is due primarily to the increase

Income in the average annualized rate of 2.22% on State Treasury
investments as compared to the average annualized rate of
1.65% for fiscal year 2018.

Other 301,581 18389.10% The increase in fiscal year 2019 is due to an agreement with the

Revenue Colorado Gaming Association for reimbursement of costs
associated with implementing Free Play Rule (Rule 14) and
Management IP Communications (MIPC) equipment.

Changes in 2,901,357 243.72%  This represents the difference between the net changes in the

Fair Value of fair value of the Division’s investments during fiscal year 2019

Investments versus the net change in the fair value of the Division’s

investments during fiscal year 2018, which is based on the
market values of the State Treasury Investments.

The largest source of revenue for the Division is from gaming taxes paid by casinos. Gaming taxes are paid
on a graduated scale ranging from 0.25% to 20.00% of adjusted gross proceeds (AGP). The adjusted gross
proceeds of casinos increased 0.17% in fiscal year 2019, as compared to fiscal year 2018. The increase
was due primarily to Colorado’s stable economy and population growth. The gaming tax revenues earned
by the Division for the fiscal years ending June 30, 2019 and 2018 were $125,000,293 and $125,273,338,
respectively. This represents a decrease of $273,045 and was due primarily to a decrease in AGP in the
highest tax bracket. For fiscal year 2019, the tax rates remained the same as in fiscal year 2018 and 2017.
The AGP increased for small and midsized casinos in fiscal year 2019 compared to fiscal year 2018, while
AGP decreased for larger casinos in fiscal year 2019 compared to fiscal year 2018. This resulted in an
overall decrease in gaming tax revenue based on the difference in tax rates between small and midsized
casinos compared to larger casinos.

The Colorado Gaming Association (CGA) proposed changes to Rule 14 “Gaming Tax” during the 2017 tax
setting hearing. The Commission approved this proposal during the May 2018 Commission meeting. The
changes to Rule 14 allow casinos to receive a tax refund when gaming tax revenues increase at or above a
specific growth rate, which did not occur during the year ended June 30, 2019. No refunds were issued for
fiscal year 2019.
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The Colorado Limited Gaming Control Commission assesses taxes based on adjusted gross proceeds. The
tax rates for fiscal years 2019, 2018, and 2017 are below.

AGP Range
Charitable Events
$0 - $2 Million
$2 - $5 Milllion
$5 - $8 Million
$8 - $10 Million
$10 - $13 Million
$13+ Million

Tax Rate for Fiscal Year

2019 2018 2017
3.00% 3.00% 3.00%
0.25% 0.25% 0.25%
2.00% 2.00% 2.00%
9.00% 9.00% 9.00%

11.00% 11.00% 11.00%
16.00% 16.00% 16.00%
20.00% 20.00% 20.00%

For fiscal year 2018, the excess of revenues over expenditures was $110,641,271. This represents an
increase of $7,156,877, or 6.92%, compared to fiscal year 2017’s excess of revenues over expenditures of

$103,484,394.

The net decrease in fair value of investments of $1,190,439, and net decrease of $673,623 represents the
change in fair value of the Division’s investments during the fiscal years ended June 30, 2018 and 2017,

respectively.

Significant changes in revenue categories to fiscal year 2018 from fiscal year 2017 are explained below.

Increase
(Decrease) Percent
Amount Change Explanation
Background (168,439) (48.58)% There was $113,755 less in labor and miscellaneous charges
Investigations and $54,684 less in travel during fiscal year 2018 based on the
nature of the background investigations required to be
performed during fiscal year 2018 compared to fiscal year 2017.
Interest 333,702 53.74% The increase in fiscal year 2018 is due primarily to the increase
Income in the average annualized rate of 1.65% on State Treasury
investments as compared to the average annualized rate of
1.12% for fiscal year 2017.
Changes in (516,816) (76.72)%  This represents the difference between the net changes in the
Fair Value of fair value of the Division’s investments during fiscal year 2018
Investments versus the net change in the fair value of the Division’s

investments during fiscal year 2017, which is based on the
market values of the State Treasury investments.
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Expenditures

Total expenditures for the Division in fiscal year 2019 were $16,174,813. This is an increase of $789,573,
or 5.13%, as compared to fiscal year 2018 expenditures of $15,385,240. The information below shows the
changes in expenditures from fiscal year 2019 to fiscal year 2018 with explanations provided for significant

changes.
Increase
(Decrease) Percent
Amount Change Explanation

Annual and 26,310 396.29% In fiscal year 2019, six employees left the Division with

Sick Leave accumulated leave balances higher than the amount paid out in

Payouts the previous fiscal year.

Professional 272,372 217.48% In fiscal year 2019, the increase was due primarily to the costs

Services associated with programming of Gen-Tax; tax system for Free
Play Rule (costs were reimbursed by the Colorado Gaming
Association) and executive coaching services for top
management.

Police 18,391 84.89% Infiscal year 2019, the increase was due primarily to the costs

Supplies associated with additional uniform safety apparel and equipment
for officers involved in gaming investigations and enforcement.

Telephone 22,920 34.05% Infiscal year 2019, the increase was due to the leased
equipment cost for the Managed IP Communications (MIPC)
telephone upgrade.

Capital Outlay (28,841) (100.00)% In fiscal year 2019, the decrease was due to no capital
purchases by the Division and the postponement of the firewall
migration until September/October of 2019.

Background 45,783 147.61% In fiscal year 2019, the increase was due to higher expenses

Expenditures

related to international travel to Australia and Austria.
Background investigation expenditures are reimbursed to the
Division by the entity requiring the background investigation.
The Background Investigation hourly rate increased to $73 from
$69 in fiscal year 2018.
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Expenditures (Continued)

Total expenditures for the Division in fiscal year 2018 were $15,385,240. This is an increase of $362,777 or
2.41%, as compared to fiscal year 2017 expenditures of $15,022,463. The information below shows the
changes in expenditures from fiscal year 2018 to fiscal year 2017 with explanations provided for significant
changes.

Increase
(Decrease) Percent
Amount Change Explanation

Annual and (3,748) (36.08)% In fiscal year 2018, eight employees left the Division with

Sick Leave accumulated leave balances lower than the amount paid out in

Payouts the previous fiscal year.

Materials 146,623 52.90% In fiscal year 2018, the increase was due primarily to the higher

Supplies & costs for equipment maintenance, increase in maintenance for

Services the Central City and Cripple Creek buildings and grounds,
advertising for the underage gambling project, and the
installation costs for the project to upgrade to the Managed IP
Communications (MIPC) telephone system which were
reimbursed to the Division.

Telephone 19,492 40.76% Infiscal year 2018, the increase was due primarily to the MIPC
project to upgrade the telephone system in all three cities; all
telephones are now leased.

Other 22,187 42.58% In fiscal year 2018, the increase was due primarily to increases

Operating in standard monthly charges from the Department of Personnel

Expenditures and Administration for information technology services relating
to the Division’s use of the CORE software.

Capital Outlay 28,841 100.00% In fiscal year 2018, the increase was due to the purchase of a
software license and Gaming’s share of the DOR firewall
replacement, which will be capitalized in fiscal year 2019
because implementation was not complete as of June 30.

Background (54,364) (63.67)% In fiscal year 2018, the decrease was due to lower expenses for

Expenditures international travel; a planned and approved trip to Australia had

to be postponed because of circumstances beyond the
Division’s control. Background investigation expenditures are
reimbursed to the Division by the entity requiring the
background investigation.
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Assets, Liabilities, and Fund Balance

The year-end total fund balance reflects the overall financial position of the Division, which is $21,039,535
at June 30, 2019 compared to $18,205,438 at June 30, 2018. Total assets of $116,171,404 at June 30,
2019 increased $1,854,722, or 1.62%, as compared to the prior year balance of $114,316,682. The
increase in total assets is due primarily to increases in Cash and Equity in Treasurer’s Pool.

The Division’s total liabilities were $95,131,869 at June 30, 2019 and $96,111,244 at June 30, 2018. The
$979,375 decrease is due primarily to the decrease in the fiscal year 2019 Limited Gaming Distribution.

The following compares fiscal year 2019 and fiscal year 2018 assets, liabilities, and fund balances.

Fiscal Years Increase/(Decrease)
2019 2018 Dollars Percent
Cash and Equity in Treasurer's Pool $ 102,643,883 $ 100,930,710 $ 1,713,173 1.70%
Gaming Taxes and Other Receivables 13,505,779 13,369,520 136,259 1.02%
Prepaid Expenses 21,742 16,452 5,290 32.15%
Total Assets 116,171,404 114,316,682 1,854,722 1.62%
Accounts Payable, Wages, and
Accrued Payroll Payable 753,732 721,842 31,890 4.42%
Due to Other State Agencies,
Other Governments, and the
State General Fund 93,850,620 94,879,391 (1,028,771) (1.08)%
Other Liabilities 527,517 510,011 17,506 3.43%
Total Liabilities 95,131,869 96,111,244 (979,375) (1.02)%
Fund Balance 21,039,535 18,205,438 2,834,097 15.57%
Total Liabilities and Fund Balance $ 116,171,404 $ 114,316,682 $ 1,854,722 1.62%
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Assets, Liabilities, and Fund Balance (Continued)

The year-end total fund balance reflects the overall financial position of the Division, which was
$18,205,438 at June 30, 2018 compared to $15,863,424 at June 30, 2017. Total assets of $114,316,682 at
June 30, 2018 increased $6,577,871 or 6.11%, as compared to the prior year balance of $107,738,811.
The increase in total assets between fiscal year 2018 and fiscal year 2017 was due primarily to the
increases in Cash and Equity in Treasurer’s Pool.

The Division’s total liabilities were $96,111,244 at June 30, 2018 and $91,875,387 at June 30, 2017. The
$4,235,857 increase was due primarily to the increase in the fiscal year 2018 Limited Gaming Distribution.

The following compares fiscal year 2018 and fiscal year 2017 assets, liabilities, and fund balances.

Fiscal Years Increase/(Decrease)
2018 2017 Dollars Percent
Cash and Equity in Treasurer's Pool $ 100,930,710 $ 95,413,401 5,517,309 5.78%
Gaming Taxes and Other Receivables 13,369,520 12,292,156 1,077,364 8.76%
Prepaid Expenses 16,452 33,254 (16,802) (50.53)%
Total Assets 114,316,682 107,738,811 6,577,871 6.11%
Accounts Payable, Wages, and
Accrued Payroll Payable 721,842 685,776 36,066 5.26%
Due to Other State Agencies,
Other Governments, and the
State General Fund 94,879,391 90,666,050 4,213,341 4.65%
Other Liabilities 510,011 523,561 (13,550) (2.59)%
Total Liabilities 96,111,244 91,875,387 4,235,857 4.61%
Fund Balance 18,205,438 15,863,424 2,342,014 14.76%
Total Liabilities and Fund Balance $ 114,316,682 $ 107,738,811 6,577,871 6.11%
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Statement of Revenues, Expenditures, and Changes in Fund Balance

The following compares total fiscal year 2019 and fiscal year 2018 revenues, expenditures, and changes in

fund balance.

REVENUES
Gaming Taxes
License and Application Fees
Background Investigations
Fines
Interest Income
Net Increase/(Decrease) in the Fair Value
of Investments
Other Revenue
Total Revenues

EXPENDITURES
Operating Expenditures
Background Investigations
State Agency Services
Total Expenditures

Excess of Revenues Over Expenditures
Fund Balance - Beginning of Year
Plus: Insurance Recoveries

Transfer in from the State General Fund
Less: Gaming Fund Distributions Paid

or Accrued During the Fiscal Year

FUND BALANCE - END OF YEAR

®

Fiscal Years Increase/(Decrease)

2019 2018 Dollars Percent
$ 125,000,293  $ 125,273,338 $  (273,045) (0.22)%
659,323 636,488 22,835 3.59%
287,014 178,294 108,720 60.98%
179,468 172,474 6,994 4.06%
1,315,591 954,716 360,875 37.80%
1,710,918 (1,190,439) 2,901,357 (243.72)%
303,221 1,640 301,581 18389.09%
129,455,828 126,026,511 3,429,317 2.72%
10,012,286 9,161,193 851,093 9.29%
76,800 31,017 45,783 147.61%
6,085,727 6,193,030 (107,303) (1.73)%
16,174,813 15,385,240 789,573 5.13%
113,281,015 110,641,271 2,639,744 2.39%
18,205,438 15,863,424 2,342,014 14.76%
2,800 - 2,800 100.00%
139,182 - 139,182 100.00%
(110,588,900) (108,299,257) (2,289,643) 2.11%
$ 21,039,535 $ 18,205,438 $ 2,834,097 15.57%
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Statement of Revenues, Expenditures, and Changes in Fund Balance (Continued)

The following compares total fiscal year 2018 and fiscal year 2017 revenues, expenditures, and changes in
fund balance.

Fiscal Years Increase/(Decrease)
2018 2017 Dollars Percent
REVENUES
Gaming Taxes $ 125,273,338 $ 117,401,015 $ 7,872,323 6.71%
License and Application Fees 636,488 652,273 (15,785) (2.42)%
Other Revenue 116,685 453,569 (336,884) (74.27)%
Total Revenues 126,026,511 118,506,857 7,519,654 6.35%
EXPENDITURES
Operating Expenditures 9,161,193 8,986,016 175,177 1.95%
Background Investigations 31,017 85,381 (54,364) (63.67)%
State Agency Services 6,193,030 5,951,066 241,964 4.07%
Total Expenditures 15,385,240 15,022,463 362,777 2.41%
Excess of Revenues Over Expenditures 110,641,271 103,484,394 7,156,877 6.92%
Fund Balance - Beginning of Year 15,863,424 15,598,900 264,524 1.70%
Less: Gaming Fund Distributions Paid
or Accrued During the Fiscal Year 108,299,257 103,219,870 5,079,387 4.92%
FUND BALANCE - END OF YEAR $ 18,205,438 $ 15,863,424 $ 2,342,014 14.76%

Conditions Affecting Financial Position or Results of Operations
Staffing Changes

In fiscal years 2019 and 2018, the Division had several vacant positions. The Gaming Commission
approved the Colorado Gaming Association (CGA) proposed change to Rule 14 “Gaming Tax” during the
May 2018 Commission meeting, and an additional full time employee (FTE) to audit the program. The
Department of Revenue, Division of Gaming entered into a contract agreement, effective July 2, 2018 with
CGA for reimbursement of the initial associated costs as specified in the agreement. These costs included,
programming of the Gen Tax system, operating costs and the salary of the new auditor for fiscal year 2019.
An FTE was hired for this position with the start date of November 15, 2018.

Computer Systems / Projects

In June of fiscal year 2019, the Division implemented an online licensing option for support license
renewals, called E-government (Egov).
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Distribution

The voters of Colorado passed Amendment 50 on November 4, 2008. In summation, this amendment
allows Colorado casinos to offer $100 maximum bets, offer the games of craps and roulette, and remain
open for 24 hours. This is now referred to as extended gaming. The tax revenues attributable to the
implementation of Amendment 50 are distributed as follows:

* 78% to the State’s Public Community Colleges, Junior Colleges, and Local District Colleges;

» 12% to Gilpin and Teller Counties, in proportion to the tax revenues generated in the respective
counties; and

* 10% to the cities of Cripple Creek, Central City, and Black Hawk, in proportion to the tax revenues
generated in the respective cities.

At the end of each fiscal year, the Division distributes the balance remaining in the Limited Gaming Fund
after reserving an amount equal to expenditures for the preceding two-month period. The Limited Gaming
Fund also transfers amounts due to the Extended Gaming Fund. The total distribution for the fiscal year
ended June 30, 2019 was $111,782,407, which includes $17,931,787 for the Extended Gaming Fund
distribution.

During August of each fiscal year, the Commission approves the Extended Gaming distribution for the
previous fiscal year in accordance with Section 44-30-702, C.R.S. These amounts are distributed in the
year approved by the Commission.

June 30, 2019 June 30, 2018
Distributions to Extended Gaming Recipients
78% to the State's Public Community Colleges,
Junior Colleges, and Local District Colleges $ 13,986,794 $ 13,055,858
12% to Gilpin and Teller Counties, in Proportion to the
Tax Revenues Generated in the Respective Counties 2,151,814 2,008,594
10% to the Cities of Cripple Creek, Central, and
Black Hawk, in Proportion to the Tax Revenues
Generated in the Respective Cities 1,793,179 1,673,828
Total Distribution Attributable to Extended Gaming $ 17,931,787 $ 16,738,280

Limited Gaming Distribution

In accordance with Section 44-30-701, C.R.S. and amended by Senate Bills 13-133 and 18-191, the
balance remaining in the Limited Gaming Fund is to be transferred by the State Treasurer to the recipients
of limited gaming revenues according to the following formula:

* 50% shall be transferred to the State General Fund, of which $15,000,000 is to be given to the
Colorado Travel and Tourism Promotion Fund; $5,500,000 is to be given to the Advanced Industries
Acceleration Cash Fund; $5,398,346 is to be given to the Local Government Limited Gaming Impact
Fund; $2,100,000 is to be given to the Innovative Higher Education Research Fund; $2,000,000 is
to be given to the Creative Industries Cash Fund, and $500,000 is to be given to the Colorado
Office of Film, Television, and Media Operational Account Cash Fund. Any amount of the State
share that exceeds the transfers specified above shall be transferred to the General Fund.
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e 28% to the Colorado State Historical Fund;

* 12% to Gilpin and Teller Counties, in proportion to the gaming revenues generated in these
respective counties; and

» 10% to the cities of Cripple Creek, Central, and Black Hawk, in proportion to the gaming revenues
generated in these respective cities.

The charts that follow reflect the distribution formulas and the Colorado Limited and Extended Gaming
Funds distributions from the inception of Colorado gaming in 1992 through 2019.

COLORADO LIMITED GAMING DISTRIBUTION FORMULA
(ORIGINAL RECIPIENTS)

General Fund

50% Colorado

Historical
Society

28%

Central City,
Cripple Creek, _ Gilpin and Teller
and Black Hawk Counties
10% 12%

COLORADO EXTENDED GAMING DISTRIBUTION FORMULA
(AMENDMENT 50 RECIPIENTS)

Gilpin and Teller
Counties
12%

State's Public
Community
Colleges, Junior |
Colleges, and
Local District
Colleges
78%

\Central City,

Cripple Creek,
and Black Hawk
10%
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Distribution (Continued)
The table below compares the amounts distributed to the various recipients for fiscal years 2019 and 2018.

For the Years Ended

June 30, Percent
2019 2018 Difference Difference
Colorado State Historical Fund $ 26,278,174 $ 26,566,229 (288,055) (1.08)%
Colorado Travel and
Tourism Promotion Fund 15,000,000 15,000,000 - 0.00%
Local Government Limited
Gaming Impact Fund 5,398,346 5,443,865 (45,519) (0.84)%
Colorado Office of Film, TV, and Media
Operational Account Cash Fund 500,000 500,000 - 0.00%
Advanced Industries
Acceleration Cash Fund 5,500,000 5,500,000 - 0.00%
Creative Industries Cash Fund 2,000,000 2,000,000 - 0.00%
Innovative Higher Education
Research Fund 2,100,000 2,100,000 - 0.00%
Total Payments to
Other State agencies 56,776,520 57,110,094 (333,574) (0.58)%
City of Black Hawk 6,916,791 7,090,337 (173,546) (2.45)%
City of Central 891,581 852,017 39,564 4.64%
City of Cripple Creek 1,576,690 1,545,585 31,105 2.01%
Gilpin County 9,370,046 9,530,825 (160,779) (1.69)%
Teller County 1,892,028 1,854,702 37,326 2.01%
Total Payment Due to
Other Governments 20,647,136 20,873,466 (226,330) (1.08)%
Due to the State General Fund 16,426,964 16,895,831 (468,867) (2.78)%
Due to the Limited Gaming Recipients 93,850,620 94,879,391 (1,028,771) (1.08)%
Due to the Extended Gaming Recipients 17,931,787 16,738,280 1,193,507 7.13%
Total Distribution $111,782,407 $111,617,671 $ 164,736 0.15%

As described in Note 7, the calculation of the extended gaming distribution includes the percent of the
increase or decrease in revenues attributable to extended gaming which is added to or subtracted from the
limited gaming recipients’ distribution. That amount is $1,256,320 lower in fiscal year 2019 than in fiscal
year 2018 which resulted in an increase in the amount distributed to extended gaming recipients and a
decrease in the amount distributed to limited gaming recipients.
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Distribution (Continued)
The total distribution for the fiscal year ended June 30, 2018 was $111,617,671.

The table below compares the amounts distributed to the various recipients for fiscal years 2018 and 2017.

For the Years Ended

June 30, Percent
2018 2017 Difference Difference
Colorado State Historical Fund $ 26,566,229 $ 25,385,467 $ 1,180,762 4.65%
Colorado Travel and
Tourism Promotion Fund 15,000,000 15,000,000 - 0.00%
Local Government Limited
Gaming Impact Fund 5,443,865 5,000,000 443,865 8.88%
Colorado Office of Film, TV, and Media
Operational Account Cash Fund 500,000 500,000 - 0.00%
Advanced Industries
Acceleration Cash Fund 5,500,000 5,500,000 - 0.00%
Creative Industries Cash Fund 2,000,000 2,000,000 - 0.00%
Innovative Higher Education
Research Fund 2,100,000 2,100,000 - 0.00%
Total Payments to
Other State agencies 57,110,094 55,485,467 1,624,627 2.93%
City of Black Hawk 7,090,337 6,792,426 297,911 4.39%
City of Central 852,017 786,949 65,068 8.27%
City of Cripple Creek 1,545,585 1,486,863 58,722 3.95%
Gilpin County 9,530,825 9,095,250 435,575 4.79%
Teller County 1,854,702 1,784,236 70,466 3.95%
Total Payment Due to
Other Governments 20,873,466 19,945,724 927,742 4.65%
Due to the State General Fund 16,895,831 15,231,192 1,664,639 10.93%
Due to the Limited Gaming Recipients 94,879,391 90,662,383 4,217,008 4.65%
Due to the Extended Gaming Recipients 16,738,280 13,419,866 3,318,414 24.73%
Total Distribution $111,617,671 $104,082,249 $ 7,535,422 7.24%
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Budget

The Colorado Limited Gaming Control Commission approves the Long Bill line items of the Division’s
budget for the Limited Gaming Fund. The Division does not adopt a budget for the Extended Gaming Fund.
Throughout the year, the budget may be amended. Following are the budget line items that were changed

during fiscal year 2019:

Beginning Supplemental  Annual Revised
Budget Changes Budget

Personal Services $ 8,597,904 $ 673,746 $ 9,271,650
Operating Expenditures 576,996 5,653 582,649
Fixed Vehicle Lease 89,473 (5,163) 84,310
Vehicle Variable 100,106 (3,467) 96,639
Utilities 23,425 2,500 25,925
Legal Services 171,107 (1,194) 169,913
IT Division - MIPC Phones 52,400 23,875 76,275
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DIVISION OF GAMING,
DEPARTMENT OF REVENUE, STATE OF COLORADO
MANAGEMENT’'S DISCUSSION AND ANALYSIS
YEARS ENDED JUNE 30, 2019 AND 2018

Budget (Continued)

The budgeted expenditures approved at the beginning of the year were $17,000,698. The amendments to
the budget resulted in a netincrease of $695,950. As a result, the final approved budget for fiscal year 2019
was $17,696,648. Total actual expenditures were $16,174,813 resulting in excess appropriations, or a
savings of $1,521,835 for fiscal year 2019.

Economy and Next Year's Budget

The Division considers several factors when determining estimates for the following year’s budget. The
fiscal year 2020 budget request was prepared according to statewide standards and guidelines issued by
the Governor’s Office of State Planning and Budgeting (“OSPB”). The Division has also incorporated into
the request a statewide figure setting policy adopted by the Joint Budget Committee (*JBC”) for fiscal year
2020. The Division’s request totaled $17,630,913, which includes the Division’s budget request of
$12,639,731 and Other State Agencies budget request of $4,991,182, which represents a total increase of
0.95%, excluding the Other Agencies request. The Colorado Limited Gaming Control Commission
approved the budget request submitted by the Division. In addition, the Colorado Limited Gaming Control
Commission (CLGCC) approved separate budget requests for Colorado Bureau of Investigation, Colorado
State Patrol and Division of Fire Prevention and Control, totaling $4,991,182. These funds are used for
gaming related purposes, such as patrolling roads leading to the casinos. The CLGCC in a Special Meeting
on June 25, 2019, approved Performance Measures for these Interagency Agreements for fiscal year 2020.

Assumptions that were made when preparing the revenue projection for fiscal year 2020 included the
continuation of current tax structure, tax rates, and continuation of license and application fees. Also
included in assumptions is the continuation of the current interest rate being paid to the fund and
adjustments for casinos closed and opened in fiscal year 2019.

The Division's fiscal year 2020 revenue estimates total $130.6 million, a $2,934,687 increase over fiscal
year 2019 actual revenue.

During the 27 years of gaming in Colorado, the Division has seen the market change. Initially there were
many small casinos; now there are fewer casino properties, many of which are owned by large publicly
traded companies. Gaming in Colorado continues to do well. The Division continually positions itself to
respond effectively to new technology, regulations, and growth of the industry.

Contacting the Division of Gaming's Financial Management

This financial report is designed to provide Colorado citizens, Colorado government officials, the casino
industry, and other interested parties with a general overview of the Division’s finances. It is also designed
to show the Division’s accountability of the funds it receives from the gaming industry. If you have questions
about this report or need additional financial information, contact the Division’s accounting section at:
Colorado Division of Gaming, 17301 W. Colfax Avenue, Suite 135, Golden, CO 80401-1496, or visit the
Division’s website: www.colorado.gov/enforcement/gaming.
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ASSETS:

Cash and Equity in
Treasurer's Pool

Accounts Receivable
Gaming Taxes
Background Investigations
Fines Receivable
Miscellaneous

Prepaid Expenditures

Total Assets

LIABILITIES AND FUND BALANCE:

LIABILITIES
Accounts Payable
Accrued Payroll Payable
Wages & Salaries Payable
Due to Other State Agencies
Due to Other Governments
Due to the State's General Fund
Background and Other Deposits
Unearned Revenue

Total Liabilities

FUND BALANCE:
Nonspendable:
Prepaids
Restricted for:
Required Reserve
Extended Gaming Recipients
Total Fund Balance

Total Liabilities and Fund Balance

DIVISION OF GAMING,

BALANCE SHEETS

JUNE 30, 2019 AND 2018

DEPARTMENT OF REVENUE, STATE OF COLORADO

FY 2019 FY 2018

EXTENDED LIMITED TOTAL EXTENDED LIMITED TOTAL
GAMING FUND GAMING FUND GAMING FUNDS GAMING FUND GAMING FUND GAMING FUNDS
$ 18,015,755 $ 84,628,128 $ 102,643,883 $ 16,536,570 $ 84,394,140 $ 100,930,710
- 13,499,598 13,499,598 - 13,364,571 13,364,571
- - - - 355 355
- 261 261 - 2,440 2,440
- 5,920 5,920 - 2,154 2,154
- 21,742 21,742 - 16,452 16,452
$ 18,015,755 $ 98,155,649 $ 116,171,404 $ 16,536,570 $ 97,780,112 $ 114,316,682
- 57,954 57,954 - 81,958 81,958
- 684,520 684,520 - 626,159 626,159
- 11,258 11,258 - 13,725 13,725
- 56,776,520 56,776,520 - 57,110,094 57,110,094
- 20,647,136 20,647,136 - 20,873,466 20,873,466
- 16,426,964 16,426,964 - 16,895,831 16,895,831
- 211,390 211,390 - 233,002 233,002
- 316,127 316,127 - 277,009 277,009
- 95,131,869 95,131,869 - 96,111,244 96,111,244
- 21,742 21,742 - 16,452 16,452
83,969 3,002,038 3,086,007 - 1,652,416 1,652,416
17,931,786 - 17,931,786 16,536,570 - 16,536,570
18,015,755 3,023,780 21,039,535 16,536,570 1,668,868 18,205,438
$ 18,015,755 $ 98,155,649 $ 116,171,404 $ 16,536,570 $ 97,780,112 $ 114,316,682

See accompanying Notes to Financial Statements.
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DIVISION OF GAMING,
DEPARTMENT OF REVENUE, STATE OF COLORADO
STATEMENTS OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
YEARS ENDED JUNE 30, 2019 AND 2018

FY 2019
EXTENDED LIMITED
GAMING FUND GAMING FUND

FY 2018
LIMITED TOTAL
GAMING FUND GAMING FUNDS

TOTAL EXTENDED
GAMING FUNDS GAMING FUND

REVENUES:

Gaming Taxes $ - $ 125,000,293 $ 125,000,293 $ - $ 125,273,338 $ 125,273,338

License and Application Fees - 659,323 659,323 - 636,488 636,488
Device Fees - -
Background Investigations - 287,014 287,014 - 178,294 178,294
Fines - 179,468 179,468 - 172,474 172,474
Interest Income 31,563 1,284,028 1,315,591 19,132 935,584 954,716
Net Increase/(Decrease) in the Fair Value
of Investments 285,678 1,425,240 1,710,918 (195,828) (994,611) (1,190,439)
Other Revenue - 303,221 303,221 - 1,640 1,640
Total Revenue 317,241 129,138,587 129,455,828 (176,696) 126,203,207 126,026,511
EXPENDITURES:
Salaries and Benefits - 8,348,261 8,348,261 - 7,765,041 7,765,041
Annual and Sick Leave Payouts - 32,949 32,949 - 6,639 6,639
Professional Services - 397,612 397,612 - 125,240 125,240
Travel - 61,396 61,396 - 51,948 51,948
Automobiles - 164,591 164,591 - 164,138 164,138
Printing - 20,572 20,572 - 23,963 23,963
Police Supplies - 40,056 40,056 - 21,665 21,665
Computer Services & Name Searches - 70,680 70,680 - 74,905 74,905
Materials, Supplies, and Services - 358,672 358,672 - 423,806 423,806
Postage - 5,804 5,804 - 5,723 5,723
Telephone - 90,231 90,231 - 67,311 67,311
Utilities - 24,991 24,991 - 23,363 23,363
Other Operating Expenditures - 76,301 76,301 - 74,292 74,292
Leased Space - 320,170 320,170 - 304,318 304,318
Capital Outlay - - - - 28,841 28,841
State Agency Services - 6,085,727 6,085,727 - 6,193,030 6,193,030
Background Expenditures - 76,800 76,800 - 31,017 31,017
Total Expenditures - 16,174,813 16,174,813 - 15,385,240 15,385,240
EXCESS OF REVENUES OVER (UNDER) 317,241 112,963,774 113,281,015 (176,696) 110,817,967 110,641,271

EXPENDITURES

OTHER FINANCING SOURCES (USES)

Limited Gaming Distribution -

Extended Gaming Distribution
Transferred to Extended Gaming Fund

(16,738,280)

17,900,224

(93,850,620)

(17,900,224)

(93,850,620)
(16,738,280)
(17,900,224)

(13,419,866)

16,719,148

(94,879,391)

(16,719,148)

(94,879,391)
(13,419,866)
(16,719,148)

Transfer from Limited Gaming Fund - 17,900,224 16,719,148
Transfer in from the State General Fund - 139,182 139,182 - - -
Insurance Recoveries - 2,800 2,800 - - -

Total Other Financing Sources (Uses) 1,161,944 (111,608,862) (110,446,918) 3,299,282 (111,598,539) (108,299,257)

NET CHANGE IN FUND BALANCE 1,479,185 1,354,912 2,834,097 3,122,586 (780,572) 2,342,014

Fund Balance - Beginning of Year 16,536,570 1,668,868 18,205,438 13,413,984 2,449,440 15,863,424

FUND BALANCE - END OF YEAR $ 18,015,755 $ 3,023,780 $ 21,039,535 $ 16,536,570 $ 1,668,868 $ 18,205,438

See accompanying Notes to Financial Statements.
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DIVISION OF GAMING
DEPARTMENT OF REVENUE, STATE OF COLORADO
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

NOTE1l SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Colorado Division of Gaming (the “Division”) is an agency of the State of Colorado and was created
June 4, 1991, under the provision of Section 44-30-201, Colorado Revised Statutes (“C.R.S.”). The Division
operates under the Colorado Limited Gaming Control Commission (the “Commission”). The Division
implements, regulates, and supervises the conduct of limited gaming in the State, as authorized by statute.

In April 2009, House Bill 09-1272 was approved due to the passage of Amendment 50. In summation, this
amendment allows Colorado casinos to offer $100 maximum bets, offer the games of craps and roulette,
and remain open for 24 hours, referred to as extended gaming. The extended gaming funds to be
distributed are transferred to a separate fund every fiscal year-end beginning with fiscal year 2010;
therefore, an Extended Gaming Fund was created for this purpose. All fund or Division references
throughout these financial statements refer to the Limited Gaming Fund except if a specific reference to the
Extended Gaming Fund exists.

The State of Colorado (the State) is the primary reporting entity for State financial reporting purposes. The
State of Colorado’'s comprehensive annual financial report, which can be obtained at
www.colorado.gov/pacific/osc/cafr.

The Division’s financial statements are intended to present only those transactions attributable to the
Division. The financial statements of the Division are not intended to present financial information of the
State in conformity with generally accepted accounting principles. The Division’s accounts are reported in
accordance with accounting principles generally accepted in the United States of America for governmental
units.

Fund Structure and Basis of Accounting

The financial activities of the Division are accounted for and reported on the basis of funds, which is
considered to be a separate entity for accounting purposes. The operations of the Division are recorded in
a Special Revenue Fund, which consists of a discrete set of self-balancing accounts that comprise the
assets, liabilities, fund balance, revenues, and expenditures of the entity. Throughout the year,
encumbrances are recorded. However, at fiscal year-end all encumbrances lapse and no reserve for
encumbrances are reported. The accounts used for capital assets and long-term liabilities are not recorded
in the Special Revenue Funds, but in a separate fund that is maintained on a statewide basis, and are not
reflected in these statements. Information on capital assets and long-term liabilities is included in Note 4,
Note 6, and Note 9, respectively.

Governmental Funds
Special Revenue Funds

Transactions related to resources obtained from specific sources, which are restricted to specific purposes,
are accounted for in the Special Revenue Funds. The Division’s resources are obtained from specific
gaming related activities such as license fees, application fees, and gaming taxes. These sources are
restricted for specific uses as outlined in Section 44-30-701, C.R.S.
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DIVISION OF GAMING
DEPARTMENT OF REVENUE, STATE OF COLORADO
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

NOTE1l SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The Governmental Accounting Standards Board (“GASB”) issued Statement No. 54, Fund Balance
Reporting and Governmental Fund Type Definitions, effective July 1, 2010 to clarify fund balances. The
following is according to the Governmental Generally Accepted Accounting Principles Update, Volume 10,
Issue 13. “Fund balance is one of the most commonly used pieces of governmental financial information
and is considered key information for users of governmental financial statements that are trying to identify
resources that are liquid and available to be used to provide services.” Because the Division’s required
reserve and the funds to be distributed to extended gaming recipients are specified in enabling legislation,
the Colorado Constitution, the Division has spending constraint classifications presented on the balance
sheet.

Basis of Accounting

The Division uses the modified accrual basis of accounting. Under the modified accrual basis of accounting,
revenues are recorded when both measurable and available. Measurable means the amount can be
determined. Available means collectable within the current period or soon enough thereafter to be used to
pay liabilities of the current period. For this purpose, the Division considers revenue to be available if they
are collected within 60 days of the end of the current fiscal year. Expenditures are recorded when the
related fund liability is incurred, if measurable.

Budget

The Limited Gaming Fund Statement of Revenues, Expenditures, and Changes in Fund Balance — Budget
to Actual compares actual revenues and expenditures to those, which are legally authorized by state
statute. Fiscal year 2019 revenue estimates were provided by the Division, based on the tax rate structure
established by the Commission.

Each year, the Division submits to the Commission a proposed budget for the fiscal year commencing the
following July 1. The budget includes proposed expenditures and the means of financing them. Public
hearings are conducted by the Commission to obtain comments and approval. During the fiscal year, the
approved budget may be modified due to roll-forward authorizations or other changes. The Commission
must approve all long bill line item budget request changes. Appropriations lapse at fiscal year-end unless
a roll-forward of the unexpended budget has been approved.

Total appropriations for the fiscal years are as follows:

Years Ended June 30,

2019 2018
Appropriations $ 17,000,698 $ 16,925,549
Supplemental appropriations 695,950 37,690
Total appropriations $ 17,696,648 $ 16,963,239

Accrued Payroll

In accordance with Senate Bill 03-197, monthly salaries are to be paid as of the last working day of the
month except the salaries for the month of June. These are to be paid on the first working day of July.
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DIVISION OF GAMING
DEPARTMENT OF REVENUE, STATE OF COLORADO
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

NOTE 2 CASH AND EQUITY IN TREASURER’S POOL

The Division deposits its cash with the Colorado State Treasurer as required by Colorado Revised Statutes
(C.R.S.). The State Treasurer pools these deposits and invests them in securities authorized by Section
24-75-601.1, C.R.S. The State Treasury acts as a bank for all state agencies and institutions of higher
education, with the exception of the University of Colorado. Moneys deposited in the Treasury are invested
until the cash is needed. As of June 30, 2019 and 2018, the Division had cash on deposit with the State
Treasurer of $102,643,883 and $100,930,710, respectively, which represented approximately 1.1% of the
total $9,096.5 million and 1.3% of $7,635.8 million fair value of deposits in the State Treasurer’s Pool
(Pool). As of June 30, 2019, the Pool’'s resources included $73.7 million of cash on hand and $9,022.8
million of investments.

On the basis of the Division’s patrticipation in the Pool, the Division reports an increase or decrease in cash
for its share of the Treasurer’s unrealized gains and losses on the Pool’s underlying investments. The State
Treasurer does not invest any of the Pool’s resources in any external investment pool, and there is no
assignment of income related to participation in the Pool. The unrealized gains/losses included in income
reflect only the change in fair value for the fiscal year. During the years ended June 30, 2019 and 2018, the
Division’s share of unrealized gain (loss) was $1,710,918 and $(1,190,439), respectively.

Additional information on investments of the State Treasurer's Pool may be obtained in the State’s
Comprehensive Annual Financial Report for the year ended June 30, 2019.

NOTE 3 ACCOUNTS RECEIVABLE

As of June 30, 2019 and 2018, the Division had accounts receivable balances of $13,505,779 and
$13,369,520, respectively. On June 30, 2019 and 2018, the Division had $13,499,598 and $13,364,571 of
gaming taxes receivable, from 33 Colorado casinos each year. These receivables primarily represent June
2019 and 2018 gaming taxes, which were due on July 15, 2019 and July 16, 2018, respectively, and were
subsequently collected by the Department of Revenue in July 2019 and 2018 on behalf of the Division.
Based on past collection history with similar accounts, no allowance for doubtful accounts is deemed
necessary by management.

NOTE 4 CHANGES IN CAPITAL ASSETS AND ACCUMULATED DEPRECIATION

Pursuant to the provisions of GASB Statement No. 34, Basic Financial Statements - and Management’s
Discussion and Analysis - for State and Local Governments, the Division’s capital assets are reported only
in the State’s financial statements. In addition, these capital assets are depreciated over their estimated
useful lives, but depreciation expense is also reported only in the State’s financial statements.

All capital assets are stated at historical cost or estimated historical cost if actual historical cost is not
available. Donated capital assets are stated at their acquisition value on the date donated. The
capitalization criteria for capital assets are $50,000 for buildings and leasehold improvements, $5,000 for
furniture and equipment, and all land is capitalized regardless of cost. The purchase of stand-alone
software is capitalized at $5,000. Capital assets are depreciated using the straight-line method over the
estimated useful lives of the related assets, which are 30 years for the buildings, and five to ten years for
leasehold improvements, furniture, equipment, and software.
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DIVISION OF GAMING
DEPARTMENT OF REVENUE, STATE OF COLORADO
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

NOTE 4 CHANGES IN CAPITAL ASSETS AND ACCUMULATED DEPRECIATION (CONTINUED)

The following is a summary of changes in the Division’s capital assets to be included with governmental
activities in the State’s financial statements:

Capital Assets Not Being Depreciated Capital Assets Being Depreciated
Construction Equipment
Land in Progress Subtotal  and Software Building Subtotal Total

Cost

Balances, June 30, 2017 $536,138 $ - $536,138 $ 934,151 $ 1,134,912 $ 2,069,063 $ 2,605,201
Additions - - 24,789 - 24,789 24,789
Disposals - - - (445,572) - (445,572) (445,572)
Balances, June 30, 2018 536,138 - 536,138 513,368 1,134,912 1,648,280 2,184,418
Additions - - - - - - -
Disposals - - - - - - -
Balances, June 30, 2019 536,138 - 536,138 513,368 1,134,912 1,648,280 2,184,418
Accumulated Depreciation

Balances, June 30, 2017 - - - (645,794) (301,713) (947,507) (947,507)
Additions - - - (80,208) (31,557) (111,765) (111,765)
Disposals - - - 445,560 - 445,560 445,560
Balances, June 30, 2018 - - - (280,442) (333,270) (613,712) (613,712)

Additions - - - (79,942) (31,557) (111,499) (111,499)
Disposals - - - -

Balances, June 30, 2019 (360,384) (364,827) (725,211) (725,211)

Total capital assets, net $ 536,138 $ - $536138 $ 152,984 $ 770,085 $ 923,069 $ 1,459,207

NOTE S OTHER LIABILITIES

Included in liabilities are deposits and unearned revenue. Applicants applying for gaming licenses are
required to remit deposits to the Division, which are used to perform background investigations of these
applicants. These deposits are recorded as liabilities until the Division incurs expenditures to perform the
background investigations or until any remaining balance is refunded to the applicant. Deposits of $206,415
and $226,688 at June 30, 2019 and 2018, respectively, represent background investigation deposits. Also
included are $4,975 and $6,314 for June 30, 2019 and June 30, 2018 respectively, which represents funds
seized during criminal investigations or from gaming patrons, and are pending court order releases or
adjudication.

The Division issues a two-year license to individuals who are subject to an investigative review on an
annual basis. Beginning in August 2008, the Division began to stagger the issuance of two-year licenses to
businesses as well. The fees for the second year of the license period are recorded as unearned revenue
until the Division incurs the expense during the review period. As of June 30, 2019 and 2018, unearned
license fees were $316,127 and $277,009, respectively.
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DIVISION OF GAMING
DEPARTMENT OF REVENUE, STATE OF COLORADO
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

NOTE6 ACCRUED COMPENSATED ABSENCES

Pursuant to the provisions of GASB No. 34, accrued compensated absences are only reported in the
State’s financial statements.

All permanent employees of the Division may accrue annual and sick leave based on length of service. The
accrued amount will be paid upon termination, subject to certain limitations. Annual leave and sick leave
benefits consist of the following as of June 30, 2019:

Annual Leave Sick Leave Total
Balances, June 30, 2017 $ 503,387 $ 57,245 $ 560,632
Increase 334,806 51,013 385,819
Decrease (311,846) (42,796) (354,642)
Balances, June 30, 2018 526,347 65,462 591,809
Increase 356,956 54,848 411,804
Decrease (336,891) (48,056) (384,947)
Balances, June 30, 2019 $ 546,412 $ 72,254 $ 618,666

NOTE 7 GAMING DISTRIBUTIONS

Limited Gaming Distribution

Due to the passage of SB18-191, a change was implemented to the amount of the limited gaming
distribution to the Local Government Limited Gaming Impact Fund (LGLGIF) beginning in fiscal year 2018.
The LGLGIF will be given $5,000,000, annually increased by an amount equal to the percentage increase
of the share distributed to the State General Fund, plus the amount of the projected annual direct and
indirect costs to administer the Local Government Limited Gaming Impact Grant Program for the upcoming
fiscal year. If the state share does not increase from the previous fiscal year, then the State Treasurer shall
transfer an amount equal to the previous fiscal year’s transfer, plus the amount of the projected annual
direct and indirect costs to administer the Local Government Limited Gaming Impact Grant Program for the
upcoming fiscal year.

In accordance with Section 44-30-701, C.R.S., the balance remaining in the Limited Gaming Fund is to be
transferred by the State Treasurer to the recipients of limited gaming revenues according to the following
formula:

e 50% shall be transferred to the State General Fund, of which $15,000,000 is to be given to the
Colorado Travel and Tourism Promotion Fund; $5,500,000 is to be given to the Advanced Industries
Acceleration Cash Fund; $5,398,346 is to be given to the Local Government Limited Gaming Impact
Fund; $2,100,000 is to be given to the Innovative Higher Education Research Fund; $2,000,000 is
to be given to the Creative Industries Cash Fund, and $500,000 is to be given to the Colorado
Office of Film, Television, and Media Operational Account Cash Fund. Any amount of the State
share that exceeds the transfers specified above shall be transferred to the General Fund.

e 289% to the Colorado State Historical Fund;
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DIVISION OF GAMING
DEPARTMENT OF REVENUE, STATE OF COLORADO

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2019 AND 2018

NOTE 7 GAMING DISTRIBUTIONS (CONTINUED)

e 12% to Gilpin and Teller Counties, in proportion to the gaming revenues generated in these

respective counties; and

o 10% to the cities of Cripple Creek, Central, and Black Hawk, in proportion to the gaming revenues

generated in these respective cities.

The amount to be distributed is derived from revenues collected by the Division during the fiscal year after
payment of operating expenditures of the Division and other regulatory expenditures, except for an amount
equal to expenditures for the last two-month period of the fiscal year. As of June 30, 2019 and 2018, the
amount calculated as reserved fund balance by the Division based on expenditures for the preceding

two-month period was $2,629,136 and $2,699,464, respectively.

On August 28th, 2019, the Commission approved the limited gaming distribution of $93,850,620 for the
fiscal year ended June 30, 2019 in accordance with Section 44-30-701, C.R.S. The limited gaming

distributions are summarized as follows:

Distribution to other State agencies

Colorado State Historical Fund
Local Government Limited Gaming Impact Fund
Colorado Travel and Tourism Promotion Fund
Colorado Office of Film, Television, and

Media Operational Account Cash Fund
Advanced Industries Acceleration Cash Fund
Creative Industries Cash Fund
Innovative Higher Education Research Fund

Total distributions to other State agencies

Distributions to other governments
Cities of Cripple Creek, Central, and Black Hawk
Gilpin and Teller Counties
Total distributions to other governments

Distribution to the State General Fund
Total distributions

Extended Gaming Distribution

The voters of Colorado passed Amendment 50 on November 4, 2008. In summation, this amendment
allows Colorado casinos to offer $100 maximum bets, offer the games of craps and roulette, and remain
open for 24 hours. This is now referred to as extended gaming. The tax revenues attributable to the

Year Ended June 30,

2019 2018
26,278,174 $ 26,566,229
5,398,346 5,443,865
15,000,000 15,000,000
500,000 500,000
5,500,000 5,500,000
2,000,000 2,000,000
2,100,000 2,100,000
56,776,520 57,110,094
9,385,062 9,487,939
11,262,074 11,385,527
20,647,136 20,873,466
16,426,964 16,895,831
93,850,620 $ 94,879,391

implementation of Amendment 50 will be distributed as follows:
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DIVISION OF GAMING
DEPARTMENT OF REVENUE, STATE OF COLORADO
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

NOTE 7 GAMING DISTRIBUTIONS (CONTINUED)

e 78% to the State’s Public Community Colleges, Junior Colleges, and Local District Colleges;

o 12% to Gilpin and Teller Counties, in proportion to the tax revenues generated in the respective
counties; and

e 10% to the cities of Cripple Creek, Central and Black Hawk, in proportion to the tax revenues
generated in the respective cities.

The following are definitions necessitated by the passage of Amendment 50:

1) “Extended gaming” means subsection (7) of section 9 of article XVIII of the State constitution as
approved by statewide voters on November 4, 2008, and subsequently approved by voters in the
cities of Black Hawk, Central and Cripple Creek;

2) “Extended gaming revenues” mean the “limited gaming tax revenues attributable to extended
limited gaming” as defined by Section 44-30-702(4)(d), C.R.S.; and

3) “Limited gaming revenues” mean the gaming tax revenues attributable to the operation of limited
gaming prior to extended gaming.

In accordance with House Bill 09-1272, there will be a determination of tax revenues and expenditures
attributable to extended and limited gaming.

1) After the end of each fiscal year ending June 30, the Commission shall determine limited gaming
revenues by multiplying the amount of limited gaming revenues collected during the previous fiscal
year by a factor of 3% and adding that amount to the amount of limited gaming revenues collected
during the previous fiscal year. If the annual increase in total gaming tax revenues is less than 3%,
either positive or negative, limited gaming revenues shall be the amount of limited gaming revenues
collected during the previous fiscal year multiplied by a factor of the actual percentage of annual
growth or decline in total gaming tax revenues. That amount shall be added or subtracted from the
amount of limited gaming tax revenues collected during the previous fiscal year.

2) Afterthe end of each fiscal year ending June 30, the Commission shall determine extended gaming
revenues by subtracting the amount of limited gaming revenues from the amount of total gaming tax
revenues collected during the fiscal year.

3) Afterthe end of each fiscal year ending June 30, the Commission shall determine extended gaming
expenses by multiplying the total of all expenses of the Commission and other State agencies for
the fiscal year by the percentage of total limited gaming revenues attributable to extended gaming
revenues.

The original or Limited Gaming Fund recipients will receive an annual adjustment of the lesser of 6%, or the
actual percentage of annual growth in extended gaming revenues. For fiscal year 2019, the actual annual
decrease is 0.2%. The annual adjustment amount attributable to the 0.2% decrease for fiscal year 2019 is
$(42,399).
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On August 28, 2019, the Commission approved the extended gaming distribution of $17,931,787 for the
fiscal year ended June 30, 2019, in accordance with Section 44-30-702 C.R.S. These amounts were
transferred to the Extended Gaming Fund at each fiscal year end as follows:

Year Ended June 30,

2019 2018
Distributions to Extended Gaming Recipients

78% to the State’s Public Community Colleges,

Junior Colleges, and Local District Colleges $ 13,986,794 $ 13,055,858
12% to Gilpin and Teller Counties, in proportion to the

tax revenues generated in the respective counties 2,151,814 2,008,594
10% to the cities of Cripple Creek, Central City, and

Black Hawk, in proportion to the tax revenues

generated in the respective cities 1,793,179 1,673,828

Total transfer for distribution attributable to extended gaming $ 17,931,787 $ 16,738,280

NOTE8 COMMITMENTS AND CONTINGENCIES

Golden Office

In May 2010, the Division entered into a lease agreement with a third party to lease office space at
17301 W. Colfax Avenue, Golden, Colorado. Lease expenses for the years ended June 30, 2019 and 2018
were $320,170 and $304,318, respectively. The lease began in September 2010 with an initial term of ten
years. Estimated future payments are as follows:

Year Ended June 30,
2020 $ 328,615
Total $ 328,615

Sunset Review

Under Section 44-30-206 C.R.S., the Division is subject to a “sunset” law, which provides that the Division’s
existence is to terminate on a specified date. Sunset laws require the General Assembly to periodically
review, and update as necessary, the laws that create entities such as the Division. During fiscal year 2013,
a sunset review was completed, the law was amended, and the sunset date was extended to September 1,
2022. The Division’s existence will continue after September 1, 2022, only through the passage of a bill by
the General Assembly.
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Summary of Significant Accounting Policies
Pensions

The Division participates in the State Division Trust Fund (SDTF), a cost-sharing multiple-employer defined
benefit pension fund administered by the Public Employees’ Retirement Association of Colorado (“PERA").
The net pension liability, deferred outflows of resources and deferred inflows of resources related to
pensions, pension expense, information about the fiduciary net position and additions to/deductions from
the fiduciary net position of the SDTF have been determined using the economic resources measurement
focus and the accrual basis of accounting. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.

The Colorado General Assembly passed significant pension reform through Senate Bill (SB) 18-200:
Concerning Modifications To the Public Employees’ Retirement Association Hybrid Defined Benefit Plan
Necessary to Eliminate with a High Probability the Unfunded Liability of the Plan Within the Next Thirty
Years. The bill was signed into law by Governor Hickenlooper on June 4, 2018. A brief description of some
of the major changes to plan provisions required by SB 18-200 for the SDTF are listed below. A full copy of
the bill can be found online at www.leg.colorado.qov.

e Increases employer contribution rates for the SDTF by 0.25 percent on July 1, 2019.

e Increases employee contribution rates for the SDTF by a total of 2 percent (to be phased in over
a period of 3 years starting on July 1, 2019).

e Asspecifiedin C.R.S. § 24-51-413, the State is required to contribute $225 million each year to
PERA starting on July 1, 2018. A portion of the direct distribution payment is allocated to the
SDTF based on the proportionate amount of annual payroll of the SDTF to the total annual
payroll of the SDTF, School Division Trust Fund, Judicial Division Trust Fund, and Denver
Public Schools Division Trust Fund.

e Modifies the retirement benefits, including temporarily suspending and reducing the annual
increase for all current and future retirees, increases the highest average salary for employees
with less than five years of service credit on December 31, 2019 and raises the retirement age
for new employees.

e Member contributions, employer contributions, the direct distribution from the State, and the
annual increases will be adjusted based on certain statutory parameters beginning July 1, 2020,
and then each year thereafter, to help keep PERA on path to full funding in 30 years.

e Expands eligibility to participate in the PERA DC Plan to certain new members of the State
Division hired on or after January 1, 2019, who are classified State College and University
employees. Beginning January 1, 2021, and every year thereafter, employer contribution rates
for the SDTF will be adjusted to include a defined contribution supplement based on the
employer contribution amount paid to defined contribution plan participant accounts that would
have otherwise gone to the defined benefit trusts to pay down the unfunded liability plus any
defined benefit investment earnings thereon.
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General Information about the Pension Plan
Plan Description

Eligible employees of the Division are provided with pensions through the State Division Trust Fund
(SDTF)—a cost-sharing multiple-employer defined benefit pension plan administered by PERA. Plan
benefits are specified in Title 24, Article 51 of the C.R.S., administrative rules set forth at 8 C.C.R. 1502-1,
and applicable provisions of the federal Internal Revenue Code. Colorado State law provisions may be
amended from time to time by the Colorado General Assembly. PERA issues a publicly available
comprehensive annual financial report that can be obtained at www.copera.org/investments/pera-financial-
reports.

Benefits Provided

PERA provides retirement, disability, and survivor benefits. Retirement benefits are determined by the
amount of service credit earned and/or purchased, highest average salary, the benefit structure(s) under
which the member retires, the benefit option selected at retirement, and age at retirement. Retirement
eligibility is specified in tables set forth at C.R.S. § 24-51-602, 604, 1713, and 1714.

The lifetime retirement benefit for all eligible retiring employees under the PERA Benefit Structure is the
greater of the:

¢ Highest average salary multiplied by 2.5% and then multiplied by years of service credit

e The value of the retiring employee’s member contribution account plus a 100 percent match on
eligible amounts as of the retirement date. This amount is then annuitized into a monthly benefit
based on life expectancy and other actuarial factors.

In all cases the service retirement benefit is limited to 100% of highest average salary and also cannot
exceed the maximum benefit allowed by federal Internal Revenue Code.

Members may elect to withdraw their member contribution accounts upon termination of employment with
all PERA employers; waiving rights to any lifetime retirement benefits earned. If eligible, the member may
receive a match of either 50% or 100% on eligible amounts depending on when contributions were remitted
to PERA, the date employment was terminated, whether 5 years of service credit has been obtained and
the benefit structure under which contributions were made.

As of December 31, 2018, benefit recipients who elect to receive a lifetime retirement benefit are generally
eligible to receive post-retirement cost-of-living adjustments in certain years, referred to as annual
increases inthe C.R.S. Pursuant to SB 18-200, there are no annual increases (Al) for 2018 and 2019 for all
benefit recipients. Thereafter, benefit recipients under the PERA benefit structure who began eligible
employment before January 1, 2007 and all benefit recipients of the DPS benefit structure will receive an
annual increase, unless PERA has a negative investment year, in which case the annual increase for the
next three years is the lesser of 1.5 percent or the average of the Consumer Price Index for Urban Wage
Earners and Clerical Workers (CPI-W) for the prior calendar year. Benefit recipients under the PERA
benefit structure who began eligible employment after January 1, 2007 will receive the lesser of an annual
increase of 1.5 percent or the average CPI-W for the prior calendar year, not to exceed 10 percent of
PERA's Annual Increase Reserve (AIR) for the SDTF. The automatic adjustment provision may raise or
lower the aforementioned Al for a given year by up to one-quarter of 1 percent based on the parameters
specified C.R.S. § 24-51-413.
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Disability benefits are available for eligible employees once they reach five years of earned service credit
and are determined to meet the definition of disability. State Troopers whose disability is caused by an on-
the-job injury are immediately eligible to apply for disability benefits and do not have to meet the five years
of service credit requirement. The disability benefit amount is based on the lifetime retirement benefit
formula(s) shown above considering a minimum 20 years of service credit, if deemed disabled.

Survivor benefits are determined by several factors, which include the amount of earned service credit,
highest average salary of the deceased, the benefit structure(s) under which service credit was obtained,
and the qualified survivor(s) who will receive the benefits.

Contributions

Eligible employees and the Division are required to contribute to the SDTF at a rate set by Colorado
statute. The contribution requirements are established under C.R.S. § 24-51-401, et seq. Eligible
employees with the exception of State Troopers are required to contribute 8 percent of their PERA-
includable salary. The employer contribution requirements for all employees except State Troopers are
summarized in the table below:

January 1, 2018 January 1, 2019

Through Through
December 31, 2018 June 30, 2019

Employer Contribution Rate® 10.15 % 10.15 %
Amount of Employer Contribution Apportioned

to the health Care Trust Fund as Specified

in C.R.S. § 24-51-208(1)(f)* (1.02)% (2.02)%
Amount Apportioned to the SDTF* 9.13 % 9.13 %
Amortization Equalization Disbursement (AED)

as Specified in C.R.S. § 24-51-411" 4.50 % 4.50 %

Supplemental Amortization Equalization Disbursement

(SAED) as Specified in C.R.S. § 24-51-411" 5.50 % 5.50 %
Total Employer Contribution Rate to the SDTF* 19.13 % 19.13 %

! Rates are expressed as a percentage of salary as defined in C.R.S. § 24-51-101(42).

As specified in C.R.S. § 24-51-413, the State is required to contribute $225 million each year to PERA
starting on July 1, 2018. A portion of the direct distribution payment is allocated to the SDTF based on the
proportionate amount of annual payroll of the SDTF to the total annual payroll of the SDTF, School Division
Trust Fund, Judicial Division Trust Fund, and Denver Public Schools Division Trust Fund. $139,182 of the
direct distribution payment is allocated to the Division which is recorded as a transfer in from the State
General Fund and an expenditure in the fund financial statements.

Employer contributions are recognized by the SDTF in the period in which the compensation becomes
payable to the member and the Division is statutorily committed to pay the contributions to the SDTF.
Employer contributions recognized by the SDTF from the Division was $1,059,321 for the fiscal year ended
June 30, 2019.
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

The Division’s financial statements are only the governmental fund special revenue fund and do not report
any pension liability, pension expense (other than current year contributions), or deferred inflows or
outflows related to pensions. The following disclosure amounts are for informational purposes only.

The net pension liability for the SDTF was measured as of December 31, 2018, and the total
pension liability used to calculate the net pension liability was determined by an actuarial valuation as of
December 31, 2017. Standard update procedures were used to roll forward the total pension liability to
December 31, 2018. The Division's proportion of the net pension liability was based on Division
contributions to the SDTF for the calendar year 2018 relative to the total contributions of participating
employers and the State as a nonemployer contributing entity for participating employers of the SDTF that
are outside of the State’s financial reporting entity.

At June 30, 2019, the Division’s proportionate share of the net pension liability is $20,177,610. At
December 31, 2018, the Division's proportion was 0.1773283233%, which was a decrease of
0.0060026706% from its proportion of 0. 0.1833309939% measured as of December 31, 2018.

For the year ended June 30, 2019, the Division's share of pension expense was ($2,924,850). At
June 30, 2019, the Division’s share of deferred outflows of resources and deferred inflows of resources
related to pensions were from the following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources
Difference between Expected and Actual Experience $ 577,012 $ -
Changes of Assumptions or Other Inputs 1,062,454 10,419,406
Net Difference Between Projected and Actual
Earnings on Pension Plan Investments 1,019,198 -
Changes in Proportion and Differences Between
Contributions Recognized and Proportionate
Share of Contributions - 956,932
Contributions Subsequent to the Measurement Date 533,120 -
Total $ 3,191,784 $ 11,376,338

$533,120 reported as deferred outflows of resources related to pensions, resulting from contributions
subsequent to the measurement date, will be recognized as a reduction of the net pension liability in the
year ended June 30, 2020. Other amounts reported as deferred outflows of resources and (deferred
inflows) of resources related to pensions will be recognized in pension expense as follows:

Year Ended June 30, Amount
2019 $ (4,317,087)
2020 (5,008,795)
2021 50,069
2022 558,139
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Actuarial Assumptions

The December 31, 2017 actuarial valuation used the following actuarial cost method, actuarial
assumptions, and other inputs:

Actuarial Cost Method Entry Age
Price Inflation 2.40%
Real Wage Growth 1.10%
Wage Inflation 3.50%
Salary Increases, Including Wage Inflation 3.50-9.17%
Long-Term Investment Rate of Return, Net of Pension Plan

Investment Expenses, Including Price Inflation 7.25%
Discount rate 4.72%

Future Post Retirement Benefit Increases:

. . . 2.00% Compounded
PERA Benefit Structure Hired Prior to January 1, 2007; ° bou

Annually
and DPS Benefit Structure (Automatic) Annually
PERA Benefit Structure hired after December 31, 2006 Financed by the
(Ad Hoc, Substantively Automatic) Annual Increase Reserve

The revised assumptions shown below were reflected in the roll forward calculation of the total pension
liability from December 31, 2017 to December 31, 2018:

Discount Rate 7.25%
Future Post Retirement Benefit Increases:
PERA Benefit Structure Hired Prior to January 1, 2007; 0% through 2019
and DPS Benefit Structure (Automatic) and 1.5% Compounded
Annually, Thereafter
PERA Benefit Structure hired after December 31, 2006 Financed by the
(Ad Hoc, Substantively Automatic) Annual Increase Reserve

Healthy mortality assumptions for active members reflect the RP-2014 White Collar Employee Mortality
Table, a table specifically developed for actively working people. To allow for an appropriate margin of

improved mortality prospectively, the mortality rates incorporate a 70 percent factor applied to male rates
and a 55 percent factor applied to female rates.

Healthy, post-retirement mortality assumptions reflect the RP-2014 Healthy Annuitant Mortality Table,
adjusted as follows:

¢ Males: Mortality improvement projected to 2018 using the MP-2015 projection scale, a 73 percent

factor applied to rates for ages less than 80, a 108 percent factor applied to rates for ages 80 and
above, and further adjustments for credibility.

¢ Females: Mortality improvement projected to 2020 using the MP-2015 projection scale, a 78
percent factor applied to rates for ages less than 80, a 109 percent factor applied to rates for ages
80 and above, and further adjustments for credibility.

(30)



DIVISION OF GAMING
DEPARTMENT OF REVENUE, STATE OF COLORADO
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

NOTE 9 DEFINED BENEFIT PENSION PLAN (CONTINUED)

For disabled retirees, the mortality assumption was based on 90 percent of the RP-2014 Disabled Retiree
Mortality Table.

The actuarial assumptions used in the December 31, 2016 valuation were based on the results of the 2016
experience analysis for the periods January 1, 2012 through December 31, 2015, as well as, the
October 28, 2016 actuarial assumptions workshop and were adopted by PERA’s Board during the
November 18, 2016 Board meeting.

The long-term expected return on plan assets is reviewed as part of regular experience studies prepared
every four or five years for PERA. Recently, this assumption has been reviewed more frequently. The most
recent analyses were outlined in presentations to PERA’s Board on October 28, 2016.

Several factors were considered in evaluating the long-term rate of return assumption for the SDTF,
including long-term historical data, estimates inherent in current market data, and a log-normal distribution
analysis in which best-estimate ranges of expected future real rates of return (expected return, net of
investment expense and inflation) were developed by the investment consultant for each major asset class.
These ranges were combined to produce the long-term expected rate of return by weighting the expected
future real rates of return by the target asset allocation percentage and then adding expected inflation.

As of the most recent adoption of the long-term expected rate of return by the PERA Board, the target
asset allocation and best estimates of geometric real rates of return for each major asset class are
summarized in the following table:

30-Year Expected

Target Geometric
Asset Class Allocation Real Rate of Return
U.S. Equity - Large Cap 21.20 % 4.30 %
U.S. Equity - Small Cap 7.42 4.80
Non U.S. Equity - Developed 18.55 5.20
Non U.S. Equity - Emerging 5.83 5.40
Core Fixed Income 19.32 1.20
High Yield 1.38 4.30
Non U.S. Fixed Income - Developed 1.84 0.60
Emerging Market Debt 0.46 3.90
Core Real Estate 8.50 4.90
Opportunity Fund 6.00 3.80
Private Equity 8.50 6.60
Cash 1.00 0.20
Total 100.00

In setting the long-term expected rate of return, projections employed to model future returns provide a
range of expected long-term returns that, including expected inflation, ultimately support a long-term
expected rate of return assumption of 7.25%.
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Discount Rate

The discount rate used to measure the total pension liability was 7.25 percent. The projection of cash flows
used to determine the discount rate applied the actuarial cost method and assumptions shown above. In
addition, the following methods and assumptions were used in the projection of cash flows:

Total covered payroll for the initial projection year consists of the covered payroll of the active
membership present on the valuation date and the covered payroll of future plan members
assumed to be hired during the year. In subsequent projection years, total covered payroll was
assumed to increase annually at a rate of 3.50%.

Employee contributions were assumed to be made at the member contribution rates in effect for
each year, including scheduled increases in SB 18-200. Employee contributions for future plan
members were used to reduce the estimated amount of total service costs for future plan members.

Employer contributions were assumed to be made at rates equal to the fixed statutory rates
specified in law for each year, including the scheduled increase in SB 18-200. Employer
contributions also include current and estimated future AED and SAED, until the actuarial value
funding ratio reaches 103%, at which point, the AED and SAED will each drop 0.50% every year
until they are zero. Additionally, estimated employer contributions included reductions for the
funding of the AIR and retiree health care benefits. For future plan members, employer contributions
were further reduced by the estimated amount of total service costs for future plan members not
financed by their member contributions.

As specified in law, the State will provide an annual direct distribution of $225 million (actual
dollars), commencing July 1, 2018, that is proportioned between the State, School, Judicial, and
DPS Division Trust Funds based upon the covered payroll of each Division. The annual direct
distribution ceases when all Division Trust Funds are fully funded.

Employer contributions and the amount of total service costs for future plan members were based
upon a process to estimate future actuarially determined contributions assuming an analogous
future plan member growth rate.

The AIR balance was excluded from the initial fiduciary net position, as, per statute, AIR amounts
cannot be used to pay benefits until transferred to either the retirement benefits reserve or the
survivor benefits reserve, as appropriate. AIR transfers to the fiduciary net position and the
subsequent AIR benefit payments were estimated and included in the projections.

Benefit payments and contributions were assumed to be made at the middle of the year.

Based on the above assumptions and methods, the projection test indicates the SDTF's fiduciary net
position was projected to be available to make all projected future benefit payments of current members.
Therefore, the long-term expected rate of return of 7.25 percent on pension plan investments was applied
to all periods of projected benefit payments to determine the total pension liability. The discount
determination does not use the municipal bond index rate, and therefore, the discount rate is 7.25 percent.
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As of the prior measurement date, the long-term expected rate of return on plan investments of 7.25
percent and the municipal bond index rate of 3.43 percent were used in the discount rate determination
resulting in a discount rate of 4.72 percent, 2.53 percent lower compared to the current measurement date.

Sensitivity of the Division’s Proportionate Share of the Net Pension Liability to Changes in the Discount
Rate

The following presents the proportionate share of the net pension liability calculated using the discount rate
of 7.25%, as well as what the proportionate share of the net pension liability would be if it were calculated
using a discount rate that is one percentage-point lower (6.25%) or one percentage-point higher (8.25%)
than the current rate:

Current
1% Decrease Discount Rate 1% Increase
(6.25%) (7.25%) (8.25%)

Proportionate Share of the Net Pension Liability $ 25,084,242 $ 20,177,610 $ 16,026,152

Pension Plan Fiduciary Net Position: Detailed information about the SDTF's fiduciary net position is
available in PERA’s comprehensive annual financial report, which can be obtained at
www.copera.org/investments/pera-financial-reports.

NOTE 10 OTHER RETIREMENT PLANS

Defined Contribution Retirement Plan (DC Plan)
Plan Description

Employees of the State of Colorado that were hired on or after January 1, 2006 and employees of certain
community colleges that were hired on or after January 1, 2008 which were eligible to participate in the
SDTF, a cost-sharing multiple-employer defined benefit pension plan, have the option to participate in the
SDTF or the Defined Contribution Retirement Plan (PERA DC Plan). The PERA DC Plan is an Internal
Revenue Code Section 401(a) governmental profit-sharing defined contribution plan. Title 24, Article 51,
Part 15 of the C.R.S., as amended, assigns the authority to establish Plan provisions to the PERA Board of
Trustees. The DC Plan is also included in PERA’s comprehensive annual financial report as referred to
above.
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Funding Policy

All participating employees in the PERA DC Plan, with the exception of State Troopers, are required to
contribute 8.00 percent of their PERA-includable salary and the State of Colorado is required to contribute
10.15 percent of PERA-includable salary on behalf of these employees. All participating State Troopers are
required to contribute 10.00 percent of their PERA-includable salary and the State of Colorado is required
to contribute 12.85 percent of PERA-includable salary on behalf of these employees. Additionally, the State
of Colorado is required to contribute AED and SAED to the SDTF as follows:

Fiscal Year 2017 Fiscal Year 2018 Fiscal Year 2019
CY16 CY17 CY18 CY19
7-1-16to 1-1-17to 7-1-17to 1-1-18to 7-1-18to 1-1-19to
12-31-16 6-30-17 12-31-17 6-30-18 12-31-18 6-30-19

Amortization Equalization
Disbursement (AED) as specified
in C.R.S. Section 24-51-4111 4.60% 5.00% 5.00% 5.00% 5.00% 5.00%

Supplemental Amortization
Equalization Disbursement
(SAED) as specified in C.R.S.,

Section 24-51-4111 4.50% 5.00% 5.00% 5.00% 5.00% 5.00%
Total Employer Contribution Rate
for AED and SAED1 9.10% 10.00% 10.00% 10.00% 10.00%  10.00%

'Rates are expressed as a percentage of salary as defined in C.R.S. § 24-51-101(42).

Contribution requirements are established under Title 24, Article 51, Section 1505 of the C.R.S., as
amended. Participating employees of the PERA DC Plan are immediately vested in their own contributions
and investment earnings and are immediately 50 percent vested in the amount of employer contributions
made on their behalf. For each full year of participation, vesting of employer contributions increases by 10
percent. Forfeitures are used to pay expenses of the PERA DC Plan in accordance with PERA Rule 16.08
as adopted by the PERA Board of Trustees in accordance with Title 24, Article 51, Section 204 of the
C.R.S. As aresult, forfeitures do not reduce pension expense.

Voluntary Investment Program

Plan Description

Employees of the Division that are also members of the SDTF may voluntarily contribute to the Voluntary
Investment Program, an Internal Revenue Code Section 401(k) defined contribution plan administered by
PERA. Title 24, Article 51, Part 14 of the C.R.S., as amended, assigns the authority to establish the Plan
provisions to the PERA Board of Trustees. PERA issues a publicly available comprehensive annual
financial report for the Program. That report can be obtained at www.copera.org/investments/pera-financial-
reports.

(34)


http://www.copera.org/investments/pera-financial-reports
http://www.copera.org/investments/pera-financial-reports

DIVISION OF GAMING
DEPARTMENT OF REVENUE, STATE OF COLORADO
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

NOTE 10 OTHER RETIREMENT PLANS (CONTINUED)

Funding Policy
The Voluntary Investment Program is funded by voluntary member contributions up to the maximum limits

set by the Internal Revenue Service, as established under Title 24, Article 51, Section 1402 of the C.R.S.,
as amended. Employees are immediately vested in their own contributions.

NOTE 11 OTHER POST EMPLOYMENT BENEFITS

Summary of Significant Accounting Policies

The Division participates in the Health Care Trust Fund (HCTF), a cost-sharing multiple-employer defined
benefit OPEB fund administered by the Public Employees’ Retirement Association of Colorado (“PERA”).
The net OPEB liability, deferred outflows of resources and deferred inflows of resources related to OPEB,
OPEB expense, information about the fiduciary net position and additions to/deductions from the fiduciary
net position of the HCTF have been determined using the economic resources measurement focus and the
accrual basis of accounting. For this purpose, benefits paid on behalf of health care participants are
recognized when due and/or payable in accordance with the benefit terms. Investments are reported at fair
value.

General Information about the OPEB Plan
Plan Description

Eligible employees of the Division are provided with OPEB through the HCTF—a cost-sharing multiple-
employer defined benefit OPEB plan administered by PERA. The HCTF is established under Title 24,
Article 51, Part 12 of the Colorado Revised Statutes (C.R.S.), as amended. Colorado State law provisions
may be amended from time to time by the Colorado General Assembly. Title 24, Article 51, Part 12 of the
C.R.S., as amended, sets forth a framework that grants authority to the PERA Board to contract, self-
insure, and authorize disbursements necessary in order to carry out the purposes of the PERACare
program, including the administration of the premium subsidies. Colorado State law provisions may be
amended from time to time by the Colorado General Assembly. PERA issues a publicly available
comprehensive annual financial report that can be obtained at www.copera.org/investments/pera-financial-
reports.

Benefits Provided

The HCTF provides a health care premium subsidy to eligible participating PERA bengfit recipients and
retirees who choose to enroll in one of the PERA health care plans, however, the subsidy is not available if
only enrolled in the dental and/or vision plan(s). The health care premium subsidy is based upon the benefit
structure under which the member retires and the member’s years of service credit. For members who
retire having service credit with employers in the Denver Public Schools (DPS) Division and one or more of
the other four Divisions (State, School, Local Government and Judicial), the premium subsidy is allocated
between the HCTF and the Denver Public Schools Health Care Trust Fund (DPS HCTF). The basis for the
amount of the premium subsidy funded by each trust fund is the percentage of the member contribution
account balance from each division as it relates to the total member contribution account balance from
which the retirement benefit is paid.
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DEPARTMENT OF REVENUE, STATE OF COLORADO
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

NOTE 11 OTHER POST EMPLOYMENT BENEFITS (CONTINUED)

C.R.S. 824-51-1202 et seq. specifies the eligibility for enrollment in the health care plans offered by PERA
and the amount of the premium subsidy. The law governing a benefit recipient’s eligibility for the subsidy
and the amount of the subsidy differs slightly depending under which benefit structure the benefits are
calculated. All benefit recipients under the PERA benefit structure and all retirees under the DPS benefit
structure are eligible for a premium subsidy, if enrolled in a health care plan under PERACare. Upon the
death of a DPS benefit structure retiree, no further subsidy is paid.

Eligibility to enroll in PERACare is voluntary and includes, among others, benefit recipients and their eligible
dependents, as well as certain surviving spouses, divorced spouses and guardians. Eligible benefit
recipients may enroll into the program upon retirement, upon the occurrence of certain life events, or on an
annual basis during an open enrollment period.

PERA Benefit Structure

The maximum service-based premium subsidy is $230 per month for benefit recipients who are under 65
years of age and who are not entitled to Medicare; the maximum service-based subsidy is $115 per month
for benefit recipients who are 65 years of age or older or who are under 65 years of age and entitled to
Medicare. The basis for the maximum service-based subsidy, in each case, is for benefit recipients with
retirement benefits based on 20 or more years of service credit. There is a 5 percent reduction in the
subsidy for each year less than 20. The benefit recipient pays the remaining portion of the premium to the
extent the subsidy does not cover the entire amount.

For benefit recipients who have not participated in Social Security and who are not otherwise eligible for
premium-free Medicare Part A for hospital-related services, C.R.S. § 24-51-1206(4) provides an additional
subsidy. According to the statute, PERA cannot charge premiums to benefit recipients without Medicare
Part A that are greater than premiums charged to benefit recipients with Part A for the same plan option,
coverage level, and service credit. Currently, for each individual PERACare enrollee, the total premium for
Medicare coverage is determined assuming plan participants have both Medicare Part A and Part B and
the difference in premium cost is paid by the HCTF or the DPS HCTF on behalf of benefit recipients not
covered by Medicare Part A.

Contributions

Pursuant to Title 24, Article 51, Section 208(1)(f) of the C.R.S., as amended, certain contributions are
apportioned to the HCTF. PERA-affiliated employers of the State, School, Local Government, and Judicial
Divisions are required to contribute at a rate of 1.02 percent of PERA-includable salary into the HCTF.

Employer contributions are recognized by the HCTF in the period in which the compensation becomes

payable to the member and the Division is statutorily committed to pay the contributions. Employer
contributions recognized by the HCTF from the Division were $56,482 for the year ended June 30, 2019.
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NOTE 11 OTHER POST EMPLOYMENT BENEFITS (CONTINUED)

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to OPEB

The Division’s financial statements are only the governmental fund special revenue fund and do not report
any OPEB liability, OPEB expense, or deferred inflows or outflows related to OPEB. The following
disclosure amounts are for informational purposes only.

At June 30, 2019, the Division’s proportionate share of the net OPEB liability is $805,821. The net OPEB
liability was measured as of December 31, 2018, and the total OPEB liability used to calculate the net
OPEB liability was determined by an actuarial valuation as of December 31, 2017. Standard update
procedures were used to roll forward the total OPEB liability to December 31, 1899. The Division’s
proportion of the net OPEB liability was based on the Division’s contributions to the HCTF for the calendar
year 2018 relative to the total contributions of participating employers to the HCTF. At December 31, 2018,
the Division’s proportion was 0.0592279656%, which was a decrease of 0.0027926806% from its
proportion measured as of December 31, 2017.

For the year ended June 30, 2018, the Division’s share of OPEB expense was ($1,186). At June 30, 2019,
the Division’s share of deferred outflows of resources and deferred inflows of resources related to OPEB
were from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources

Difference Between Expected and Actual Experience $ 2,925 $ 1,227
Changes of Assumptions or Other Inputs 5,653 -
Net Difference between Projected and Actual

Earnings on OPEB Plan Investments 4,634 -
Changes in Proportion and Differences Between

Contributions Recognized and Proportionate

Share of Contributions - 62,525
Contributions Subsequent to the Measurement Date 28,426 -

Total $ 41,638 $ 63,752

$28,426 reported as deferred outflows of resources related to OPEB resulting from Division contributions
subsequent to the measurement date will be recognized as a reduction in the net OPEB liability in the year
ended June 30, 2020. Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to OPEB will be recognized in OPEB expense as follows:

Year Ended June 30, Amount
2019 $ (11,928)
2020 (11,928)
2021 (11,926)
2022 (8,709)
2023 (5,841)
Thereafter (208)
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NOTE 11 OTHER POST EMPLOYMENT BENEFITS (CONTINUED)

Actuarial Assumptions

The total OPEB liability in the December 31, 2017 actuarial valuation was determined using the following
actuarial assumptions and other inputs:

Actuarial Cost Method Entry Age
Price Inflation 2.40%
Real Wage Growth 1.10%
Wage Inflation 3.50%
Salary Increases, Including Wage Inflation 3.50 % in the aggregate
Long-Term Investment Rate of Return, Net of OPEB Plan

Investment Expenses, Including Price Inflation 7.25%
Discount rate 7.25%
Health Care Cost Trend Rates

Service-based Premium Subsidy 0.00%

PERACare Medicare Plans 5.00%

Medicare Part A Premiums 3.25% for 2018,

Gradually Rising to
5.00% in 2025

Calculations are based on the benefits provided under the terms of the substantive plan in effect at the time

of each actuarial valuation and on the pattern of sharing of costs between employers of each fund to that
point.

The actuarial assumptions used in the December 31, 2017, valuations were based on the results of the
2016 experience analysis for the periods January 1, 2012 through December 31, 2015, as well as, the
October 28, 2016, actuarial assumptions workshop and were adopted by the PERA Board during the
November 18, 2016, Board meeting. In addition, certain actuarial assumptions pertaining to per capita

health care costs and their related trends are analyzed and reviewed by PERA’s actuary, as discussed
below.

In determining the additional liability for PERACare enrollees who are age sixty-five or older and who are
not eligible for premium-free Medicare Part A, the following monthly costs/premiums are assumed for 2018
for the PERA Benefit Structure:

Cost for Members Premiums for

Without Medicare Members Without
Medicare Plan Part A Medicare Part A
Self-Funded Medicare Supplement Plans $ 736 % 367
Kaiser Permanente Medicare Advantage HMO 602 236
Rocky Mountain Health Plans Medicare HMO 611 251
UnitedHealthcare Medicare HMO 686 213
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The 2018 Medicare Part A premium is $422 per month.

In determining the additional liability for PERACare enrollees in the PERA Benefit Structure who are age
sixty-five or older and who are not eligible for premium-free Medicare Part A, the following chart details the
initial expected value of Medicare Part A benefits, age adjusted to age 65 for the year following the
valuation date:

Cost for Members

Medicare Plan Without Medicare Part A
Self-Funded Medicare Supplement Plans $ 289
Kaiser Permanente Medicare Advantage HMO 300
Rocky Mountain Health Plans Medicare HMO 270
UnitedHealthcare Medicare HMO 400

All costs are subject to the health care cost trend rates, as discussed below.

Health care cost trend rates reflect the change in per capita health costs over time due to factors such as
medical inflation, utilization, plan design, and technology improvements. For the PERA benefit structure,
health care cost trend rates are needed to project the future costs associated with providing benefits to
those PERACare enrollees not eligible for premium-free Medicare Part A.

Health care cost trend rates for the PERA benefit structure are based on published annual health care
inflation surveys in conjunction with actual plan experience (if credible), building block models and
heuristics developed by health plan actuaries and administrators, and projected trends for the Federal
Hospital Insurance Trust Fund (Medicare Part A premiums) provided by the Centers for Medicare &
Medicaid Services. Effective December 31, 2017, the health care cost trend rates for Medicare Part A
premiums were revised to reflect the current expectation of future increases in rates of inflation applicable
to Medicare Part A premiums.

The PERA benefit structure health care cost trend rates that were used to measure the total OPEB liability
are summarized in the table below:

PERACare
Year Medicare Plans Medicare Part A Premiums
2018 5.00% 3.25%
2019 5.00% 3.50%
2020 5.00% 3.75%
2021 5.00% 4.00%
2022 5.00% 4.25%
2023 5.00% 4.50%
2024 5.00% 4.75%
2025+ 5.00% 5.00%
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Mortality assumptions for the determination of the total pension liability for each of the Division Trust Funds
as shown below are applied, as applicable, in the determination of the total OPEB liability for the HCTF.
Affiliated employers of the State, School, Local Government, and Judicial Divisions participate in the HCTF.

Healthy mortality assumptions for active members were based on the RP-2014 White Collar Employee
Mortality Table, a table specifically developed for actively working people. To allow for an appropriate
margin of improved mortality prospectively, the mortality rates incorporate a 70 percent factor applied to
male rates and a 55 percent factor applied to female rates.

Healthy, post-retirement mortality assumptions for the State and Local Government Divisions were based
on the RP-2014 Healthy Annuitant Mortality Table, adjusted as follows:

¢ Males: Mortality improvement projected to 2018 using the MP-2015 projection scale, a 73 percent
factor applied to rates for ages less than 80, a 108 percent factor applied to rates for ages 80 and
above, and further adjustments for credibility.

¢ Females: Mortality improvement projected to 2020 using the MP-2015 projection scale, a 78
percent factor applied to rates for ages less than 80, a 109 percent factor applied to rates for ages
80 and above, and further adjustments for credibility.

Healthy, post-retirement mortality assumptions for the School and Judicial Divisions were based on the
RP-2014 White Collar Healthy Annuitant Mortality Table, adjusted as follows:

e Males: Mortality improvement projected to 2018 using the MP-2015 projection scale, a 93 percent
factor applied to rates for ages less than 80, a 113 percent factor applied to rates for ages 80 and
above, and further adjustments for credibility.

e Females: Mortality improvement projected to 2020 using the MP-2015 projection scale, a 68
percent factor applied to rates for ages less than 80, a 106 percent factor applied to rates for ages
80 and above, and further adjustments for credibility.

The mortality assumption for disabled retirees was based on 90 percent of the RP-2014 Disabled Retiree
Mortality Table.

The following economic and demographic assumptions were updated and used in the measurement of the
obligations for the HCTF:

¢ Initial per capita health care costs for those PERACare enrollees under the PERA benefit structure
who are expected to attain age 65 and older ages and are not eligible for premium-free Medicare
Part A benefits were updated to reflect the change in costs for the 2018 plan year.

e The health care cost trend rates for Medicare Part A premiums were revised to reflect the then-
current expectation of future increases in rates of inflation applicable to Medicare Part A premiums.
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The long-term expected return on plan assets is reviewed as part of regular experience studies prepared
every four of five years for PERA. Recently, this assumption has been reviewed more frequently. The most
recent analyses were outlined in presentations to PERA’s Board on October 28, 2016.

Several factors were considered in evaluating the long-term rate of return assumption for the HCTF,
including long-term historical data, estimates inherent in current market data, and a log-normal distribution
analysis in which best-estimate ranges of expected future real rates of return (expected return, net of
investment expense and inflation) were developed by the investment consultant for each major asset class.
These ranges were combined to produce the long-term expected rate of return by weighting the expected
future real rates of return by the target asset allocation percentage and then adding expected inflation.

As of the November 18, 2016 adoption of the current long-term expected rate of return by the PERA Board,
the target allocation and best estimates of geometric real rates of return for each major asset class are
summarized in the following table:

30-Year Expected

Target Geometric Real
Asset Class Allocation Rate of Return
U.S. Equity - Large Cap 21.20 % 4.30 %
U.S. Equity - Small Cap 7.42 4.80
Non U.S. Equity - Developed 18.55 5.20
Non U.S. Equity - Emerging 5.83 5.40
Core Fixed Income 19.32 1.20
High Yield 1.38 4.30
Non U.S. Fixed Income - Developed 1.84 0.60
Emerging Market Debt 0.46 3.90
Core Real Estate 8.50 4.90
Opportunity Fund 6.00 3.80
Private Equity 8.50 6.60
Cash 1.00 0.20
Total 100.00

In setting the long-term expected rate of return, projections employed to model future returns provide a
range of expected long-term returns that, including expected inflation, ultimately support a long-term
expected rate of return assumption of 7.25 percent.
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Sensitivity of the Division’s Proportionate Share of the Net OPEB Liability to Changes in the Healthcare
Cost Trend Rates

The following presents the Division’s proportionate share of the net OPEB liability, as well as what the
Division’s proportionate share of the net OPEB liability would be if it were calculated using healthcare cost
trend rates that are 1-percentage-point lower or 1-percentage-point higher than the current healthcare cost
trend rates:

1% Decrease in Current Trend 1% Increase in

Trend Rates Rates Trend Rates
PERACare Medicare Trend Rate 4.00% 5.00% 6.00%
Initial Medicare Part A Trend Rate 2.25% 3.25% 4.25%
Ultimate Medicare Part A Trend Rate 4.00% 5.00% 6.00%

Proportionate Share of the Net OPEB Liability $ 783569 % 805,821 $ 831,415

Discount Rate

The discount rate used to measure the total OPEB liability was 7.25 percent. The projection of cash flows
used to determine the discount rate applied the actuarial cost method and assumptions shown above. In
addition, the following methods and assumptions were used in the projection of cash flows:

¢ Updated health care cost trend rates for Medicare Part A premiums as of the December 31, 2018,
measurement date.

e Total covered payroll for the initial projection year consists of the covered payroll of the active
membership present on the valuation date and the covered payroll of future plan members
assumed to be hired during the year. In subsequent projection years, total covered payroll was
assumed to increase annually at a rate of 3.50%.

o Employer contributions were assumed to be made at rates equal to the fixed statutory rates
specified in law and effective as of the measurement date.

e Employer contributions and the amount of total service costs for future plan members were based
upon a process used by the plan to estimate future actuarially determined contributions assuming
an analogous future plan member growth rate.

e Transfers of a portion of purchase service agreements intended to cover the costs associated with
OPEB benefits were estimated and included in the projections.

e Benefit payments and contributions were assumed to be made at the middle of the year.

Based on the above assumptions and methods, the HCTF's fiduciary net position was projected to be
available to make all projected future benefit payments of current members. Therefore, the long-term
expected rate of return of 7.25 percent on OPEB plan investments was applied to all periods of projected
benefit payments to determine the total OPEB liability. The discount rate determination does not use the
municipal bond index rate. There was no change in the discount rate from the prior measurement date.
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Sensitivity of the Division’s Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate

The following presents the Division’s proportionate share of the net OPEB liability, as well as what the
Division’s proportionate share of the net OPEB liability would be if it were calculated using a discount rate
that is 1 percentage-point lower (6.25%) or 1-percentage-point higher (8.25%) than the current discount
rate:

Current
1% Decrease Discount Rate 1% Increase
(6.25%) (7.25%) (8.25%)

Proportionate Share of the Net OPEB Liability $ 901,644 $ 805,821 $ 723,902

OPEB Plan Fiduciary Net Position

Detailed information about the HCTF plan’s fiduciary net position is available in the separately issued
comprehensive annual financial report issued by PERA. That report can be obtained at
www.copera.org/investments/pera-financial-reports.

NOTE 12 RISK MANAGEMENT

The Division participates in the State’s Risk Management Fund. Agency premiums are based on an
assessment of risk exposure and historical experience. Liabilities are reported when it is probable that a
loss has occurred and the amount of that loss can be reasonably estimated. Liabilities include an amount
for claims that have been incurred but not reported. Because actual claim liabilities depend on such
complex factors as inflation, change in legal doctrines and damage awards, the process used in computing
claim liabilities does not necessarily result in an exact amount. Claim liabilities are reevaluated periodically
to take into consideration recently settled claims, the frequency of claims and other economic and social
factors.

There were no significant reductions or changes in insurance coverage from the prior year. Settlements did
not exceed insurance coverage in any of the past three fiscal years.
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NOTE 13 RELATED-PARTY TRANSACTIONS

The Division, as an agency of the State of Colorado, paid fees to the State for auditing, investigative, and
legal services, and other direct and indirect expenses incurred. Interagency charges consist of the
following:

For the Years Ended

0
State agency services:

Colorado State Patrol $ 3,155,129 $ 3,284,723
Colorado Bureau of Investigation 1,045,357 1,012,001
Colorado Division of Fire Prevention and Control 199,073 193,504
Indirect costs (Colorado Department of Revenue) 906,594 866,168
Legal Services (Colorado Department of Law) 169,913 170,162
Office of the State Auditor 32,427 33,810
Colorado Department of Local Affairs - 164,060
Office of Information Technology Purchased Services 577,234 468,602

Total payments to State agencies $ 6,085727 $ 6,193,030

The Division had liabilities to other State agencies, the State’s General Fund, and other governments as

follows:
June 30,
0
State agencies:
Colorado State Historical Society $ 26,278,174 $ 26,566,229
Colorado Department of Local Affairs 5,398,346 5,443,865
Colorado Office of Economic Development 23,000,000 23,000,000
Colorado Department of Higher Education 2,100,000 2,100,000
Total liabilities to State agencies 56,776,520 57,110,094
Other governments:
City of Black Hawk 6,916,791 7,090,337
City of Central 891,581 852,017
City of Cripple Creek 1,576,690 1,545,585
Gilpin County 9,370,046 9,530,825
Teller County 1,892,028 1,854,702
Total liabilities to other governments 20,647,136 20,873,466
State General Fund 16,426,964 16,895,831
Total liabilities to State agencies,
State General Fund, and other governments $ 93,850,620 $ 94,879,391

Total related party liabilities of $93,850,620 and $94,879,391 at June 30, 2019 and June 30, 2018,
respectively, are solely related to the fiscal year 2019 and fiscal year 2018 limited gaming distributions.
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REVENUES:
Gaming Taxes
License and Application Fees
Background Investigations
Fines and Fees
Interest Revenue
Other Revenue
TOTAL REVENUES

EXPENDITURES:

Personal Services

Operating Expenditures

Workers Compensation

Risk Management

Licensure Activities

Leased Space

Vehicle Lease Payments - Fixed

Vehicle Lease Payments - Variable

Utilities

Legal Services

CORE Operations

Payments to Office of Information
Technology

Information Technology

Indirect Costs - Department
of Revenue

State Agency Services

Division Expenditures

Background Expenditures
TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
EXPENDITURES

DIVISION OF GAMING
DEPARTMENT OF REVENUE, STATE OF COLORADO
LIMITED GAMING FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCE — BUDGET TO ACTUAL

For the Year to Date June 30, 2019

Variance With
Commission Final Budget
Approved Supplemental Final Actual Positive
Budget Changes Budget* Amounts (Negative)
$ 129,408,898 $ - $ 129,408,898 $ 125,000,293 $ (4,408,605)
674,694 - 674,694 659,323 (15,371)
331,999 - 331,999 287,014 (44,985)
- - - 179,468 179,468
435,290 - 435,290 1,284,028 848,738
- - - 303,221 303,221
130,850,881 - 130,850,881 127,713,347 (3,137,534)
8,597,904 673,746 9,271,650 8,745,345 526,305
576,996 5,653 582,649 507,193 75,456
65,904 - 65,904 65,904 -
17,800 - 17,800 17,800 -
181,497 - 181,497 87,481 94,016
321,790 - 321,790 320,170 1,620
89,473 (5,163) 84,310 72,482 11,828
100,106 (3,467) 96,639 92,102 4,537
23,425 2,500 25,925 24,991 934
171,107 (1,194) 169,913 169,913 -
58,170 - 58,170 58,170 -
577,234 - 577,234 577,234 -
52,400 23,875 76,275 53,075 23,200
966,649 - 966,649 906,594 60,055
4,936,279 - 4,936,279 4,399,559 536,720
16,736,734 695,950 17,432,684 16,098,013 1,334,671
263,964 - 263,964 76,800 187,164
17,000,698 695,950 17,696,648 16,174,813 1,521,835
$ 113,850,183 $ (695,950) $ 113,154,233 $ 111,538,534 $ (1,615,699)

Reconciliation of Budget Revenues and Expenditures to the

Statements of Revenues Expenditures, and Changes in Fund
Net increase in the fair value of investments

EXCESS OF REVENUES
OVER EXPENDITURES

1,425,240

$ 112,963,774

* Amount includes Long Bill items and Supplemental Appropriations by the Gaming Commission.
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DIVISION OF GAMING
DEPARTMENT OF REVENUE, STATE OF COLORADO
SCHEDULE OF THE DIVISION’'S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY
Last 10 Fiscal Years

Fiscal Year 2019 2018 2017 2016 2015 2014

Plan Measurement Date December 31, 2018 December 31, 2017 December 31, 2016 December 31, 2015 December 31, 2014 December 31, 2013

Division's proportion (percentage) of

the collective net pension liability 0.177328323% 0.183309939% 0.191842059% 0.191372585% 0.192446020% 0.198318858%
Division's proportionate share of the

collective pension liability 20,177,610 36,699,165 35,237,801 20,153,510 18,102,462 17,666,186
Covered payroll 5,683,059 5,264,601 5,465,598 5,319,912 4,965,164 4,904,861

Division's proportionate share of the
net pension liability as a
percentage of its covered payroll 355.05% 697.09% 644.72% 378.83% 364.59% 360.18%

Plan fiduciary net position as a
percentage of the
total pension liability 55.11% 43.20% 42.60% 56.10% 59.80% 61.10%

* The amounts presented for each fiscal year were determined as of December 31. Information earlier than fiscal year 2014 was not available.
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Statutorily required contributions

Contributions in relation to the
statutorily required contribution

Contribution deficiency (excess)

Covered payroll

Contribution as a percentage of
covered payroll

DIVISION OF GAMING

DEPARTMENT OF REVENUE, STATE OF COLORADO
SCHEDULE OF PENSION CONTRIBUTIONS AND RELATED RATIOS
Last 10 Fiscal Years

2019 2018 2017 2016 2015 2014 2013
$ 1,059,321 $ 998,250 $ 980,190 $ 947,398 $ 888,726 $ 819,042 $ 738,518
1,059,321 998,250 980,190 947,398 888,726 819,042 738,518
$ - $ - $ - $ - 3% - $ - $ -
5,537,483 5,218,241 5,247,488 5,329,669 5,152,738 4,972,931 4,791,785
19.13% 19.13% 18.68% 17.78% 17.25% 16.47% 15.41%

* The amounts presented for each fiscal year were determined as of June 30. Amounts earlier than 2013 were not available.
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DIVISION OF GAMING
DEPARTMENT OF REVENUE, STATE OF COLORADO
SCHEDULE OF THE DIVISION’'S PROPORTIONATE SHARE OF THE
NET OTHER POSTEMPLOYMENT BENEFIT (OPEB) LIABILITY
Last 10 Fiscal Years

Fiscal Year 2019 2018 2017

Plan Measurement Date December 31, 2018 December 31, 2017 December 31, 2016

Division's proportion (percentage) of the
collective net OPEB liability 0.059227966% 0.010347596% 0.009566987%

Division's proportionate share of the
collective OPEB liability 805,821 806,020 851,584

Covered payroll 5,683,059 5,264,601 5,465,598
Division's proportionate share of the

net OPEB liability as a

percentage of its covered payroll 14.18% 15.31% 15.58%
Plan fiduciary net position as a

percentage of the total OPEB liability 17.03% 17.53% 16.72%

* The amounts presented for each fiscal year were determined as of December 31.
Information earlier than 2017 was not available.
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Statutorily required contributions

Contributions in relation to the
statutorily required contribution

Contribution deficiency (excess)

Covered payroll

Contribution as a percentage of
covered payroll

DIVISION OF GAMING
DEPARTMENT OF REVENUE, STATE OF COLORADO
SCHEDULE OF NET OTHER POSTEMPLOYMENT BENEFIT (OPEB)
CONTRIBUTIONS AND RELATED RATIOS
Last 10 Fiscal Years

2019 2018 2017 2016 2015 2014 2013
$ 56482 $ 53226 $ 53524 $ 54363 $ 52558 $ 50,724 $ 48,876
56,482 53,226 53,524 54,363 52,558 50,724 48,876
5,537,483 5,218,241 5,247,488 5,329,669 5,152,738 4,972,931 4,791,785
1.02% 1.02% 1.02% 1.02% 1.02% 1.02% 1.02%

* The amounts presented for each fiscal year were determined as of June 30. Information earlier than 2013 was not available.
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Members of the Legislative Audit Committee and Colorado Limited Gaming Control Commission
Division of Gaming, Department of Revenue, State of Colorado

NOTE 1 CHANGES IN BENEFIT TERMS AND ACTUARIAL ASSUMPTIONS

Changes in assumptions or other inputs effective for the December 31, 2018 measurement period are as
follow:

¢ The assumed investment rate of return of 7.25% was used as the discount rate, rather than using
the blended rate of 4.72%

Changes in assumptions or other inputs effective for the December 31, 2017 measurement period are as
follows:

e The discount rate was lowered from 5.26% to 4.72%.

Changes in assumptions or other inputs effective for the December 31, 2016 measurement period are as
follows:

¢ The investment return assumption was lowered from 7.50% to 7.25%.
e The price inflation assumption was lowered from 2.80% to 2.40%.

e The real rate of investment return assumption increased from 4.70% per year, net of investment
expenses, to 4.85% per year, net of investment expenses.

e The wage inflation assumption was lowered from 3.90% to 3.50%.

e The mortality tables were changed from RP-2000 Combined Mortality Table for Males and Females,
as appropriate, with adjustments for mortality improvements based on a projection scale of Scale
AA to 2020 to RP-2014 White Collar Employee Mortality for active employees, RP2014 Healthy
Annuitant Mortality tables projected to 2020 using the MP-2015 projection scale for retirees, or RP-
2014 Disabled Retiree Mortality Table for disabled retirees.

e The discount rate was lowered from 7.50% to 5.26%.

There were no changes in terms or assumptions for the December 31, 2015 measurement period for
pension compared to the prior year.
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	The original or Limited Gaming Fund recipients will receive an annual adjustment of the lesser of 6%, or the actual percentage of annual growth in extended gaming revenues.  For fiscal year 2019, the actual annual decrease is 0.2%.  The annual adjustm...
	On August 28, 2019, the Commission approved the extended gaming distribution of $17,931,787 for the fiscal year ended June 30, 2019, in accordance with Section 44-30-702 C.R.S. These amounts were transferred to the Extended Gaming Fund at each fiscal ...
	The Division participates in the State’s Risk Management Fund. Agency premiums are based on an assessment of risk exposure and historical experience.  Liabilities are reported when it is probable that a loss has occurred and the amount of that loss ca...
	There were no significant reductions or changes in insurance coverage from the prior year.  Settlements did not exceed insurance coverage in any of the past three fiscal years.

