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Note to reader: We have been putting together a “Legislative Session Outlook”
for a number of years and it has been very well received over that time. We try
to give the reader a “30,000 foot” view of what might be expected in the coming
legislative session, but also provide links to much of the data and backup
material that we use in developing the Outlook. We hope that you find this
Outlook to be informative, useful and entertaining. We would ask that you give
appropriate attribution should you decide to share it with friends, family and
business colleagues. Thanks!
Colorado in National Spotlight
Over the last 9 months, there have been many major national news stories about
Colorado. Consider:
1. The recall of 2 state senators, and the resignation of a third because of a
threat of recall. These were the first recalls of legislators in Colorado
history.
2. Continued catastrophic (and deadly) wildfires, most severely in El Paso
County, when the Black Forest fire destroyed 511 homes and caused
thousands to evacuate.
3. A flood described by the media as “biblical”, with the largest US civilian air
evacuation since Hurricane Katrina.
4. A movement to form a “51st State”, reflective of rural frustration of Denvercentric policies at the State House. Still, the question of independent

statehood failed in 6 of the 11 counties on which the question was put to
the voters.
5. Continued implementation of recreational marijuana, which has made
Colorado a target – other states (and countries) are watching. The
implementation of the recreational marijuana comes after the state
agencies in charge of regulating medical marijuana – the Departments of
Revenue and Public Health – both received criticism for poor oversight in
2013.
6. The overwhelming rejection of school tax measure – despite a $10
million campaign and limited organized opposition.
7. The tragic school shooting at Arapahoe High School in December.
All of these stories have implications for the 2014 Legislative Session.

Preview of the 2014 Legislative Session
The Second Regular Session of the 69th General Assembly of Colorado will
convene on Wednesday, January 8, 2014 at 10 am. Per the state Constitution,
the Legislature will meet for no more than 120 days, with adjournment sine die
occurring not later than midnight on Wednesday, May 7, 2014. You can obtain
more information on the General Assembly, including contact information for
legislators, information on bills that have been introduced, schedules for
committee hearings and links for listening to live audio broadcasts of the
proceedings of the legislature by going to the Colorado General Assembly
homepage. The deadline schedule for the 2014 legislative session is also
available. The House of Representatives and the Senate will again be televised,
both on the internet and on Comcast cable television channel 165. Committee
memberships for the Senate Committees of Reference and House
Committees of Reference as well as the Senate Committee Schedule and the
House Committee Schedule are available.

2013 Recalls, Resignations, Statewide Ballot Issues and the
2014 Election
Recalls and Resignations
For the first time in Colorado political history, two state senators were recalled
and another senator, facing a recall election, chose to resign. This was
especially noteworthy in that Senate President John Morse (D-Colorado Springs)
would have been term-limited in 2014 and Senator Angela Giron (D-Pueblo) was
up for re-election in 2014. Senator Evie Hudak (D- Jefferson County) just faced
the voters in 2012. Generally in other recall elections across the country, there is
some act of malfeasance or illegal behavior. These three recalls were triggered
instead by passage of several gun control bills by the Democrat majorities in both
houses of the Colorado legislature and opponents of the legislation led the recall
efforts.
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A tremendous amount of money was spent on both sides of the recall efforts,
much of it from outside the state. It will definitely be interesting to see what
effect, if any, the recalls will have in bringing moderation to the legislative efforts
of both parties. Republican legislators have already announced that they will be
introducing legislation to repeal the gun control legislation from 2013, and with
the new 18-17 Democrat majority (down from 20-15 last year) and several
Democrats in “swing” districts in the House (38-27 Democrat majority), there is
sure to be lively debate.
In a recent Quinnipiac University poll, Colorado voters oppose “the stricter new
gun control laws” by a 55 percent to 40 percent margin. But those same voters
support universal background checks for all gun buyers 85 percent to 14 percent.
And they support the ban on the sale of ammunition magazines capable of
holding more than 15 rounds by a 49 percent to 48 percent margin. Can it be
that the voters are confused?
Federal Elections
Members of Congress from each of Colorado’s seven Congressional districts
are up for election in 2014. Five members should be reelected handily:
Congresswoman Diana DeGette (D-Denver, CD1); Congressman Jared Polis (DBoulder, CD2); Congressman Scott Tipton (R-Montrose, CD3); Congressman
Cory Gardner (R-Yuma, CD4); and Congressman Doug Lamborn (R-Colorado
Springs, CD5) will likely have minimal opposition. In CD6, veteran Congressman
Mike Coffman (R-Denver) faces a formidable opponent in former Speaker of the
Colorado House Andrew Romanoff (D-Denver). This race will draw a lot of
national attention and could be pivotal to the makeup of the next Congress.
Finally, in CD7, Congressman Ed Perlmutter (D-Jefferson County) has no
announced opposition at this time, but will surely have a Republican opponent.
United States Senator Mark Udall (D-Eldorado Springs) has several announced
Republican opponents that hope to unseat him. They include State Senators
Randy Baumgardner and Owen Hill and State Representative Amy Stephens.
Also, Weld County District Attorney Ken Buck. Additionally, Tom Janich and
Jaime McMillan are in the Republican race at this time.
Constitutional Officer (State-wide) Races
Governor John Hickenlooper (D-Denver) is entering the fourth and final year of
his first term as Governor. He is eligible to run for a second four-year term and
has begun his campaign for re-election. Governor Hickenlooper was previously
the Mayor of Denver for seven years and before that a successful restaurateur
and businessman. The Governor has consistently been ranked as one of the
most well-liked and respected politicians in the state. However, the 2013
legislative session apparently has had an impact on his ratings. He did not veto
any bills passed in 2013 and also temporarily stayed the execution of Nathan
Dunlap. Critics have raised both of these issues repeatedly. Governor
Hickenlooper’s approval rating was at 48 percent in the Quinnipiac poll of
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November 19, which still shows him leading any of the announced Republican
challengers by about five percentage points.
Republicans hoping to unseat the Governor include State Senator Greg Brophy,
Secretary of State Scott Gessler, Adams County GOP Chair Steve House,
former State Senator Mike Kopp, former Congressman Tom Tancredo and Jim
Rundberg.
Colorado Attorney General John Suthers (R-Colorado Springs) is term limited
and cannot run for re-election in 2014. Deputy AG Cynthia Coffman and State
Representative Mark Waller are engaged in the Republican primary to succeed
him. Adams County DA Don Quick is the only announced Democrat candidate
for AG.
With Secretary of State Scott Gessler running in the Republican primary for
Governor, this office becomes open. Former El Paso County Commissioner and
County Treasurer Wayne Williams is the Republican candidate and University of
Colorado Regent Joe Neguse is the announced Democrat candidate at this time.
Other candidates may join the race as well.
Current Republican State Treasurer Walker Stapleton is running for re-election
and will face former one-term Democratic U.S. Representative Betsy Markey.
Legislative Elections
Each of the 65 seats in the House (two-year terms) will be up for election or reelection in 2014 and the effect of term limits will again be felt. In the House of
Representatives, nine legislators will be term limited. Those being term limited
include Speaker Ferrandino and former Speaker McNulty, along with
Representatives Fischer, B. Gardner, Labuda, Peniston, Sonnenberg, Stephens
and Swalm – four Democrats and five Republicans.
In the Senate (four-year terms), five Senators are being term limited out of office
– Senators Brophy, Harvey, Renfroe, Schwartz and Tochtrop – three
Republicans and two Democrats. Of the 35 Senate seats, a total of 18 seats will
be up for election or re-election.
Ballot Initiatives
As of December 31, 2013, a total of 56 proposed ballot initiatives had been
filed with the Office of Legislative Council. The subjects range from a stateowned bank to stewardship of public property to marriage to independent ethics
commission to guns to election of judges to fracking to handguns on campus and
genetically modified foods. In other words – the normal wide variety of issues
that are of concern to voters (or, in some cases, “professional activists”) in
Colorado. As hearings are held and titles set, petition formats approved, etc. you
can track the progress of the initiatives on the Legislative Council website or
the Colorado Secretary of State website.
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In 2013 Amendment 66, the funding proposal for K-12 education, failed by
approximately a 2 to 1 margin. If passed, it would have increased income taxes
by nearly $1 billion per year. Although proponents are able to bring this issue
back each of the next four years, the 2013 margin of defeat makes this unlikely.
Similarly, proponents of a proposed sales tax increase of 7/10ths of a cent to
fund transportation may be re-thinking their strategy for 2014 because of the
resounding defeat of Amendment 66.

Major Issues -- 2014
Budget
The allocation of state revenues through the Long Bill will be the most important
and time-consuming issue to be addressed by the General Assembly in 2014.
The Legislative Joint Budget Committee started its budget deliberations in early
November; their work will culminate with introduction of the FY 2014-15 budget
(“Long Bill”) on March 24, 2014.
Colorado’s current year budget totals approximately $20.8 billion; this includes
state General Fund ($8.1 b), cash funds ($6.6 b), and federal funds ($6.1 b).
Most of the discussion and interest in the budget involves programs funded
through the state General Fund.
Collection of General Fund Revenues
The State General Fund (GF) is the state’s primary budget account; revenues to
the General Fund are not collected for a specific purpose, but instead are used to
support the general operations of state government.
Colorado’s General Fund is composed primarily of personal and corporate
income taxes (about two-thirds of total GF), and state sales and use taxes (about
one-third of total GF). This makes the General Fund revenue collections
extremely dependent on the state’s economy in general, and employment levels
in particular. The General Fund will fluctuate with economic changes over time.
The chart below shows the fluctuating nature of recent year General Fund
collections.
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As reflected above, when the economy slows, General Fund revenues drop
precipitously! If the two most recent downturns taught us anything, it is that
Colorado’s dependence on income and sales tax revenues will periodically result
in these boom and bust cycles.
The challenge with this uneven revenue is that many state services are countercyclical to the economy. In tough economic times, Medicaid enrollment surges,
and demand for retraining expands in higher education. As noted in the recent
December 20 revenue estimates by both the Office of Legislative Council and
the Office of State Planning & Budgeting, Colorado’s economy continues to
recover and the General Fund is projected to increase in the next few years.
The BIG QUESTION is when the next downturn will occur. With economic
slowdowns in 1991-92, 2001-03, and 2008-10, it is safe to assume that it will be
within the next 2-5 years. Preparing for this eventual downturn is of critical
importance – as shown above, during the last two downturns, General Fund
revenues dropped substantially in 2002-03 and 2009-10.
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The table below is a different reflection of Colorado’s General Fund collections –
this shows the GF revenue collection by year.
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Allocation of General Fund
State Government is organized into 20 state executive branch agencies, in
addition to the Judicial and Legislative Branches. Approximately 90 percent of all
General Fund appropriations, however, go to just five areas of state government.
The chart below shows the current year General Fund allocation. The FY 201314 Budget in Brief will provide additional detail.
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How have the General Fund and our budget challenges changed over time?
One table that many of the readers of our Outlook have used in the past several
years is the comparison of key budget/caseload indicators. Please remember
that these are not inflation-adjusted numbers – they reflect actual dollars in each
of the two example years. The table below illustrates clearly the state’s GF
revenues and certain population, enrollment and caseload changes since 2000.

“The Table”: Colorado Since 2000
FY 00-01
Colorado Population
Colorado General
Fund (in millions)
K-12 Enrollment
Higher Ed Resident
Enrollment (FTE)
Prison Population
Medicaid Recipients
Medicaid share of
State Budget
CU-System General
Fund (in millions)
CU-Boulder Resident
Tuition

FY 12-13

Change

% Change

4,456,000

5,273,700

817,700

18.4%

$6,553
724,508

$9,041
862,923

$2,488
138,415

38.0%
19.1%

123,256
16,833
275,399

160,980
20,135
729,074

37,724
3,302
453,675

30.6%
19.6%
164.7%

18.8%

24.3%

5.6%

29.8%

$206.6

$144.3

($62.3)

-30.2%

$2,514

$8,056

$5,542

220.4%

Colorado’s K-12 enrollment and prison caseload have tracked the overall
population increase. Higher education enrollment, and the state’s General Fund
collections, are slightly higher. However, the message from this table is:
Colorado’s Medicaid population has more than doubled in 13 years. This
increase, due in part to policy changes but also to increases in Medicaid-eligible
population, is consuming an ever-larger portion of the state’s budget. Over these
13 years, Medicaid’s share of State General Fund expenditures increased from
18.8 percent to 24.3 percent -- an increase of 5.6 percent.
Viewed another way, the percent of the State’s population served by
Medicaid has increased from 6.2 percent to 13.8 percent – since 2000. This
shows no signs of slowing down – Medicaid caseload is increasing by about
6,000 per month.
Where has that extra money come to support Medicaid? Largely, the increase in
Medicaid has come from state support from higher education. The share of State
General Fund appropriated to higher education has dropped from 13.9 percent to
8.5 percent -- a decrease of 5.6 percent. (Note to the reader – we were
surprised that the increased share of the state budget appropriated to Medicaid
exactly matches the decreased share of state budget going to higher education.)
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As reflected above, this decrease in state funding for higher education is
reflected through the examples of the University of Colorado Boulder above. The
CU System has lost $62 million over this time period – and the Boulder campus
increased its tuition by 220 percent. In the past 10 years, funding for students in
the state’s colleges and universities has shifted from about 2/3 state funding and
1/3 student funding to a ratio of about 2/3 student and 1/3 state funding.
Quarterly Forecasts
The Legislature recently received the December Quarterly Economic and
Revenue Forecast from Legislative Council and the Governor’s Office of
State Planning & Budgeting. The prior forecasts (September) showed a
divergence of estimates; the December forecasts brought both estimates more
closely together.
From Legislative Council:
Colorado’s economy is continuing to expand and should see solid growth through
the remainder of 2013 and 2014. Employment is expected to continue to grow
and the unemployment rate will decrease. Retail sales will grow, although at a
modest rate as personal income and wages and salaries are constrained. The
housing market is projected to remain strong throughout the forecast period.

The legislature will continue to monitor the GF revenues, and will receive the next
quarterly forecast on March 20, 2014. The Joint Budget Committee traditionally
uses the March 20 revenue forecasts to finalize the Long Bill for introduction.
FY 2014-15 Budget
The Governor delivered his budget request for FY 2014-15 on November 1.
Given the additional General Fund revenue contained in the Governor’s
December 20 revenue estimate, the Governor’s Office may submit modifications
to the budget request in January. As background for the budget request, the
Governor’s Office noted:
Colorado’s economy is now four years into economic growth and expansion and
2013 marks an important milestone: we have now exceeded the pre-Great
Recession peak employment level. And this economic recovery puts Colorado’s
economy among the best performing in the country. Though we have endured
massive natural disasters in recent months and years, Colorado’s resiliency is
evident.

Major components of the Governor’s budget request include:
•

•

Increasing the State General Fund reserve. The State’s reserve was
down to 2.0 percent 3 years ago; it now stands at 5.0 percent. The
Governor proposes to move this to 6.5 percent with this budget request.
K-12 and Higher Education. The request for K-12 education is the
minimum level of inflation plus enrollment (as per Amendment 23). The
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•

•

•

•

negative factor, that amount by which K-12 funding is below the
Amendment 23 levels, will not change with this request. It stays at
approximately $1.0 billion.
Higher Education, on the other hand, will see a significant investment of
new funds. The Governor’s Office recommends an additional $60 million
(or 11 percent) increase for the Governing Boards, and $40 million
additional for financial aid. This proposal is the largest increase in funding
for higher education in Colorado’s history, and brings state funding close
to the 2008 levels (the previous high point). In return for this dramatic and
unprecedented increase in state support, the governing boards have
pledged to limit their tuition increases to no more than 6 percent for
resident, undergraduate students.
Human Services/Programs for Individuals with Developmental Disabilities.
The FY 2014-15 request continues Governor Hickenlooper’s strong
support for funding for individuals with developmental disabilities. The
request provides funding to eliminate the waiting list for the Home and
Community Based Services waiver for individuals with developmental
disabilities. Addressing this waiting list provides funding for 1,526
individuals. The request also provides funding increases for the Supported
Living Services.
Economic Development. The budget request includes funding for a
variety of economic development initiatives, including Advanced Industries
Accelerator program, money for film incentives, and tourism promotion.
Corrections and Public Safety. The request includes funding for a
caseload increase, but also a $10 million “placeholder” request to
implement upcoming recommendations from new leadership at the
Department.
Pay Date Shift/Cash Fund Repayment. The budget request also reverses
the 2003 pay date shift for state employees. This accounting maneuver,
in place since 2003, shifted the pay date for state employees from June 30
to July 1 – and therefore to the next fiscal year. Also, the request will
repay about $110 million into cash funds that were “borrowed” to help
balance the budget during the 2008 downturn.

Long-Term Budget Challenges
The short-term budget outlook is positive, and the Governor’s Office has
submitted a very conservative (in a budget sense) budget request by increasing
the reserve and repaying cash funds. However, the state still faces a daunting
challenge with long-term budget solvency.
These long-term challenges are underscored by the work of the Colorado
Futures Center at Colorado State University.
The Center released a
sustainability report - "Financing Colorado's Future" which analyzed the
impact of a number of budgetary constraints: The TABOR revenue caps,
increases in Medicaid, the hospital provider fee, and the limitation of Colorado’s

2014 Session Outlook
Page 11

current tax structure. This report forecasts a significant budget shortfall for future
years.
Economic Development and the Economy
Once again, “jobs” is the most important issue facing the legislature in 2014.
Since the economic downturn that began in 2008, the issue of jobs and the
economy has dominated discussion at the Capitol. The Bureau of Labor
Statistics report shows unemployment in Colorado for November 2013 at 6.5
percent. Getting Colorado citizens back to work probably remains the highest
priority for all 100 legislators and the Governor.
The Colorado Office of Economic Development and International Trade
(OEDIT) has several legislative agenda items for 2014: re-structure the
Procurement Technical Assistance Center (PTAC) program and fund it at
$220k/year; modify Job Growth Incentive Tax Credit to change from 110 percent
to 100 percent of county average wage, change the time frame to claim credits
from 5 to 8 years, change language to say that the credit was a “substantial”
factor in the decision to locate or expand, and require the Economic Development
Commission (EDC) to track the number of businesses that offer health and
retirement benefits to employees hired under the credit; and finally, OEDIT would
like to increase funding for the Advanced Industry Accelerator Act and also for
the film-incentive program. An interesting “factoid” – the state’s budget for FY
2013-14 includes about $8.09 billion in General Fund appropriations. The total
budget for OEDIT includes about $13.5 million in General Fund for all economic
development activities by the state – barely more than 1/10th of 1.0 percent of all
General Fund!
There will likely be legislation that would allow tax credits for “angel investors” in
advanced industry companies. There is talk of a bill to encourage students to
pursue technology careers and another to provide training assistance for
hospitality industry careers.
Broadband Internet access across all areas of the state will remain a high priority
for the legislature this year. This concept has broad bi-partisan support, but is
extremely costly in many areas of the state.
We expect to see legislation that will increase business personal property tax
exemptions to include the first $25,000 of a company’s equipment costs. Similar
legislation signed by Governor Ritter in 2008 increased the exemption to the
current $7,000 of capital investment.
The Colorado Association of Commerce & Industry (CACI) will be advocating a
bill to exempt use tax requirements for companies that manufacture and store
satellite components while awaiting sale to a final user. This legislation would be
critical to the state’s aerospace industry.
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The Metro Denver Economic Development Corporation (MDEDC) recently
released the 9th Edition of “Towards a More Competitive Colorado”. This is
an excellent resource for anyone looking to improve the economic and business
climate in our state.
Once again, the Economic Development Council of Colorado will be working
on all issues concerning economic development in the state. You will be able to
track these bills on the EDCC website.
Education
K-12 Education. This year, much of the focus on K-12 will be the potential
implementation of some of the measures contained in the Initiative 66 package.
These include shifting student count from a single date to average daily student
membership, as well as required district “transparency” measures.
After the failed Initiative 66, and the rejection of the Lobato lawsuit by the courts,
it is difficult to discuss the adequacy of education funding. However, at this point,
the districts are still faced with a $1.0 billion negative factor, and despite an
inflationary increase requested by the Governor, 13 rural school districts will
receive less money next year than they receive this year. The districts are
becoming more vocal about the underfunding of K-12 education as well as the
financial impact of recent mandates and "reforms".
Higher Education. The JBC staff report on the fiscal health of Colorado’s
smaller rural colleges and universities has generated substantial debate in the
last few weeks. This could lead to additional discussion by the education
committees, especially with Adams State University and Western State Colorado
University.
After a contentious debate in 2013 over allowing community colleges to offer 4year degrees, the parties seem to have reached agreement on this idea on a
limited basis – so we expect this concept to move forward in 2014.
Transportation
The budget for the Colorado Department of Transportation in FY 2012-13 was
about $927 million. The gasoline fuel tax raises about $527 million of that total,
with the balance coming from registration fees, penalties and surcharges. The
fuel tax was last raised in 1991 (prior to TABOR passage in 1992).
The CDOT goal is for 60 percent or more of the state’s highways to be in fair or
better condition. Currently, only about 47 percent of the highways are fair or
better. CDOT is projecting an annual funding shortfall in excess of $400 million
for the years 2013-2017 and more than $600 million annually beginning in 2018.
Given TABOR, any funding (tax) increases will have to be approved by the voters
at an election.
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We would refer the reader to the presentation made by MPACT 64 concerning
transportation funding. MPACT 64 is a coalition made up of the Metro Mayors
Caucus, Club 20, Progressive 15, Action 22, CML, CCI and a number of other
regional and statewide groups working on the problems facing Colorado in
meeting the state’s transportation needs.
Health Care / Health Insurance
The Patient Protection and Affordable Care Act (Obama-care) will have an
impact on Colorado and health insurance, but the impact is hard to predict at this
time. Colorado was one of the first states to pass legislation dealing with health
insurance exchanges in order to comply with PPACA and the Colorado Health
Exchange is operating.
Services for Seniors
In 2013 the legislature appropriated additional funding for seniors, including
funding for Meals on Wheels, utility payment assistance, non-emergency medical
transportation and other similar programs with a goal of allowing seniors to
remain in their homes rather than being cared for in a nursing home or other
similar institution. We expect there will be a push for additional funding to be
added in FY 2014-15 if General Fund revenues continue to increase.
Additionally, there will likely be legislation expanding access to property tax, rent
and heat rebates through a change in eligibility for seniors to a cap of 130
percent of federal poverty level (FPL) and an increase in the maximum rebate
from $600 to $700. There will likely be legislation to establish a Housing
Investment Fund in an effort to expand affordable housing for seniors and others.

Insurance
After the last few years of “hell and high water” – the wildland fires and then the
September floods – we saw the Wildfire Matters Review Committee and the
Flood Disaster Study Committee formed.
We will see several pieces of legislation concerning wildfires: mitigation of fire
fuel (trees and brush) and possible tax credits for mitigation efforts; restriction on
fireworks; local firefighter safety grants; firefighter death benefits; creation of a
wildfire resource center and immunity for firefighting efforts.
Additionally, the Colorado AFL-CIO potentially will be pursuing legislation dealing
with workers’ compensation insurance. This past fall, the Colorado Department
of Labor & Employment convened a working group of organized labor, business
and employer interests, insurers, claimants’ attorneys and others to discuss
possible changes to the Workers’ Compensation Act. The AFL-CIO suggested
three changes: increased opportunity for injured workers to choose their treating
physician; employer penalties for unsafe work conditions and prohibitions on
separation agreements as part of a final settlement of a work comp claim. There
was no consensus among the participants in the working group but discussions
continue on possible legislation. Business and employer (both private and public
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sector) groups have not indicated willingness to make substantial changes to the
workers’ compensation laws because of concern about increasing premiums.

Local Government
The discussion about urban renewal and more specifically, tax increment
financing for development of urban renewal, seems to be an annual occurrence
at the Capitol. We expected legislation last year, but it was not introduced.
There will surely be a bill in 2014 dealing with URA/TIF.
In the last few years, the legislature has spent considerable time debating
medical and recreational marijuana. This debate is always of interest to local
governments; we aren’t aware of any need to raise this issue in 2014, but
wouldn’t be surprised if these issues receive debate again.
Agriculture
The September 2013 floods had a large impact on agriculture in Colorado.
Fields were flooded and crops destroyed. Buildings and structures were
damaged or destroyed. Irrigation diversion points were destroyed as rivers
changed course because of the flooding. We expect that there will be legislation
specifically dealing with agriculture water and the authority of the State Engineer
with regards to water. We have also heard rumors of legislation dealing with
conservation of ag water, but have not seen bill drafts. There may be legislation
dealing with genetically modified foods, although a ballot initiative has already
been filed on this subject.
The Pet Animal Care Facilities Act (PACFA) is up for sunset review and
legislation will have to be introduced and passed in order to continue the program
beyond June 30, 2014. Pet animals always draw a lot of interest at the
legislature and we expect a tremendous amount of activity on this important
legislation.
Another interesting “factoid” – the state’s budget for FY 2013-14 includes about
$8.09 billion in General Fund appropriations. The total budget for the Colorado
Department of Agriculture includes about $8 million in General Fund for all
economic development activities by the state – not quite 1/10th of 1.0 percent of
all General Fund for arguably the 2nd largest component of the state’s economy!
Fracking/Energy
Several local fracking bans passed in November; given the lack of success of the
fracking bills in 2013, we don’t expect anything substantive to pass in 2014. This
issue has moved to local governments, and, ultimately, the courts. There does
not seem to be agreement that a statewide fracking ban is needed. The gas and
oil companies – with large capital investment (taxes) and payrolls – will be
heavily engaged and have a strong ally in Governor Hickenlooper, who generally
aligns more closely with the energy companies in part because of his background
as a geologist. As well, the Colorado Oil & Gas Conservation Commission
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passed comprehensive rules about a year ago that are being looked at as a
national model.
In 2013, the legislature adopted new requirements for renewable energy
standards in rural Colorado with the passage of SB 13-252. Governor
Hickenlooper established a task force to discuss the implications of SB 13-252,
but no consensus was reached and no legislation is being contemplated coming
from the task force.
Tax Policy – Credits/Exemptions
With increased General Fund revenues and an improving economy, we expect
that a number of bills will be introduced to create new or expand existing tax
credits or exemptions. These might include but not be limited to tax credits for
historic preservation, donations of agricultural food products, child care
expenses, agriculture and manufacturing components or processes, or energy
related expenditures. These tax credits and exemptions are often considered for
the social and economic benefit they might provide against the loss in state
revenues. The legislature often places a “trigger” as well as a sunset on
enactment of these tax policy changes.
Public Employees' Retirement Association (PERA)
After a number of years of discussion, the PERA Board voted in November to
lower the Investment Return Assumption (Discount Rate) from 8.0 percent to 7.5
percent. Why is this important? According to PERA's Comprehensive Annual
Financial Report (CAFR) for 2012, "The most important long-run driver of a
pension plan is investment income. Over the last 30 years, investment income at
PERA represented 59 percent of the inflows into the plans." How does the 7.5
percent
discount
rate
approved
by the
PERA
Board
compare
nationally? According to an issue brief published by the Center for State and
Local Government Excellence, "In 2012, the nominal, long-term return
assumption used by state and local pension plans averaged 7.75 percent,
ranging from 6.25 percent to 8.5 percent." Thus, the decision by the PERA
Board shifts the PERA discount rate from slightly above the national average to
slightly below.
The lower discount rate of 7.5 percent will cause a larger funding gap in the out
years. PERA is working with their actuaries to determine their current unfunded
liability given the lower discount rate; these calculations will be made using 2013
year end data on investments and demographics, and should be completed in
2014. To illustrate the difference in funded ratio by using the 2012 year end data,
the lower discount rate of 7.5 percent is estimated to have dropped the funded
ratio from 59.2 percent to 56.0 for the state division.
Despite the change in rate of return, we do not believe there will be any
comprehensive statutory changes considered for PERA in 2014. Most legislators
want to continue to watch the legislation approved in prior years before
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considering any additional changes.
Contribution Rates. As a result of prior legislation in 2004, 2006, and 2010,
PERA’s contribution rates will increase over the next few years. The chart below
reflects the current statutory schedule of PERA rate changes for the state
division. The school division is almost identical, with the local government
division requiring lower employer contribution due to its overall funded status.
For specific information on these divisions, please review PERA’s summary of
employer contribution rates.
PERA Contributions: State Division
Employee
Contribution
Jan 2012
10.5%
8.0%
Jan 2013
8.0%
Jan 2014
8.0%
Jan 2015
8.0%
Jan 2016
8.0%
Jan 2017

Employer
Contribution*
13.15%
16.55%
17.45%
18.35%
19.25%
20.15%

TOTAL
Contribution
23.65%
24.55%
25.45%
26.35%
27.25%
28.15%

*The employer contribution includes the statutory employer contribution, the amortization
equalization disbursement (AED) paid by the employer, and the supplemental amortization
equalization disbursement (SAED) paid by the employer out of funds otherwise used for
employee compensation. The AED and SAED can adjust based on PERA’s overall funded
status.

Colorado should take credit for addressing PERA’s unfunded liability – many
states continue to ignore this problem. But the increasing employer contributions
will place a substantial fiscal strain on the state, school districts, and many
entities of local government.
Initiative/constitutional reform
In January 2006 the Colorado Economic Futures Panel issued a report with
numerous recommendations for shaping Colorado’s economic future. These
recommendations included fiscal reform and initiative reform. Colorado’s
Futures is a group of concerned citizens that has been working on implementing
some of the recommendations included in that report. The Denver Post recently
carried an article about the work of Colorado’s Futures and also an editorial on
their work. There seems to be gathering support for a Constitutional Review
Commission, but no decisions have been made yet.
Guns
After the gun legislation enacted in 2013, this issue will not be at the forefront of
the majority party agenda in 2014, although Republicans have indicated that
there will be legislation introduced to repeal the bills passed in 2013.
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Capital Punishment
For several years, foes of capital punishment have expressed a desire to ban
capital punishment but this issue is too divisive to be raised in an election year.

Summary
These are indeed interesting times. Colorado’s unemployment is down slightly,
revenues are up slightly and Colorado is on a (long) road to recovery. Colorado
responded strongly to the natural disasters we faced in 2013 – destructive, killer
fires and then flooding in September of “Biblical proportions”. The state and the
citizens of Colorado have proven their mettle and willingness to work together in
the face of adversity. We don’t have problems – we have unresolved
opportunities galore!
We hope that this preview will help you have insight into the myriad issues the
legislature will be facing during the 2014 legislative session. We hope also that
this helps make you aware of the many “moving parts” to state government. How
no single area of government operates in isolation from the rest of state
government. How decisions made at the polls by voters sometimes greatly
impact the ability of the legislature to respond or to take action. We have put
links to many websites and resource documents that will help the reader to gain
even more insight into the workings of state government and encourage you to
make use of those links.
Most of all, we hope that you find this to be informative and an enjoyable read.
We will be watching, lobbying and reporting on the various issues and will keep
you informed. Please feel free to visit our website at www.lobbycolorado.com
for more information as the session progresses. And have a happy, healthy
and prosperous 2014!
This preview of the 2014 session of the Colorado General Assembly has been prepared by
Danny L. Tomlinson, Ed Bowditch, Jennifer Cassell, and George Dibble. It may be
reproduced/distributed with appropriate attribution.
January 5, 2014
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