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2005 Colorado General Assembly

End of Session Review

July 19, 2005
The First Regular Session of the 65th General Assembly of Colorado convened on Wednesday, January 12, 2005.  They adjourned on Monday, May 9, 2005 two days short of the constitutionally mandated 120-day limit.  This is a brief review of the key issues addressed in the 2005 session.

Governor Owens

Governor Bill Owens vetoed a record 47 bills this year.  This number is considerably more than any Governor in recent history – Republican or Democrat.  The Governor has removed any doubt about whether he might be considered a lame duck in light of his leaving office because of term limits after the 2006 elections.

His vetoes were wide-ranging and reflected his priorities, beliefs and political philosophy.  He was true to the comments made in his “State of the State” address to the legislature in January.  Nearly all of the vetoes were of Democrat sponsored bills, although several were from Republican sponsors.  Additionally, his behind-the-scenes work throughout the session helped shape much of the critical legislation passed into law this year.  You can see the entire list of vetoes, together with information on sponsors and vote totals in the House and Senate.

On June 15, Governor Owens issued his e-Newsletter  that gives his reflections on the past legislative session, including his vetoes.

Budget

The state budget (long bill) for FY 2005-06 was introduced on April 4 as SB 05-209.  You can view the budgets for individual departments or peruse the long bill summary.  The Joint Budget Committee used the March, 2005 revenue forecast of the Legislative Council to develop the FY 2005-06 budget. The state’s budget bill is called the long bill because it is long – about 700 pages this year.  

On June 21, the OSPB released their most-recent quarterly revenue estimates.  The Legislative Council revenue estimates show a dramatic difference from the OSPB estimates.  In fact, the OSPB revenue estimate shows the required statutory reserve dropping below 2% of general fund expenditures, which would cause the Governor to take budgetary restriction actions.

Governor Owens signed the Long Bill on May 2 with partial line item vetoes of some footnotes and headnotes of the bill.

Fiscal Fix – Referenda C & D

Speaker Andrew Romanoff introduced HB 05-1194 in an attempt to solve the state’s fiscal woes – having a recovering economy, but unable to meet the state’s spending needs because of the ratchet down effect of the last several years as caused by TABOR.  The bill passed the legislature and was signed by Governor Owens.  It now becomes Referendum C on this November’s ballot.  It will:

· “De-Bruce” all revenues in excess of the allowable TABOR expenditure limits for the next five years.  This is estimated to be about $3.1 billion.

· In the sixth year, an additional $100 million will be de-Bruced to be used as revenue stream for bonding payments.

· The additional revenues will be used:

· To reduce health care costs;

· To fund education (public elementary and high school education and higher education), including any capital construction projects related thereto;

· To fund retirement plans for firefighters and police officers, so long as the general assembly determines that such funding is necessary; and

· To pay for roads, bridges and strategic transportation projects.

· At the end of the five years, the new spending base will be the highest spending base during the five year period, effectively eliminating the “ratchet effect”.

· Also at the end of the five years, the allowable increase will revert to the TABOR limit; i.e., inflation plus population growth.  And, assuming a TABOR surplus, taxpayers will again enjoy TABOR refunds.

Governor Owens has endorsed the plan and has vowed to campaign vigorously for its passage.  The measure will be identified on the November, 2005 ballot as Referendum C.  An extensive campaign will be launched, probably within the next 30 days.

It is extremely important to note that the proposed “Colorado Economic Recovery Act” is completely in synch with the spirit and intent of TABOR.  It does not raise taxes, it asks the voters for permission to spend money collected in excess of allowable spending limits and maintains growth limits in state government.    A draft statement of support for Referendum C is available for use by your organization.

A companion measure passed by the legislature is HJR 1057.  This will now be known as Referendum D.  This referendum will ask the voters of Colorado to allow the state to bond for: strategic transportation projects; public education, including capital construction and controlled maintenance needs; and for addressing shortfalls in the fire and police members’ retirement funds.  Referendum D will only take effect of Referendum C passes.

Even with the passage of Referendum C, the state will see serious budget shortfalls.  A memo detailing the state’s future budget needs was prepared by Legislative Council at the request of Representative Bill Berens.  This memo suggests the following:

· The state’s general fund operating budget shortfall is estimated to be between $325.0 million and $484.3 million each year by FY 2009-2010;

· The capital construction shortfall is estimated to be about $300 million each year, a total of about $1.46 billion between FY 2005-06 and FY 2009-2010;

· The transportation shortfall is estimated to be $3.65 billion during the six-year period between FY 2004-05 and FY 2009-2020;

· The total shortfall ranges between an average of $1.32 billion and $1.41 billion each year.

The “Berens memo” has created a great deal of controversy and questions about the validity of the numbers presented in the memo.  It is, however, based on the best available data and no better information has been made available.  The spending needs of the state as detailed in the Berens memo should be compared with the available TABOR surplus that would be de-Bruced under the HB 1194.

Please see the charts below:
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Please note that both of these charts are estimates based on the Berens memo of February 10, 2005 and the anticipated caseload growth in K-12 education and higher education, Medicaid/human services and the Department of Corrections as estimated by the Joint Budget Committee staff.

[image: image2.wmf]Legislative Council Staff Estimate of Colorado’s 

Budget Shortfall

Over the Next Five Years 

($ millions)

Using JBC General Fund Caseload  Growth

$0

$1,000

$2,000

$3,000

$4,000

$5,000

$6,000

$7,000

 2005 - 06

 2006 - 07

 2007 - 08

 2008 - 09

 2009 - 10

Transportation Shortfall

Capital Construction Shortfall

Operating Shortfall

Source: Legislative Council Staff Memorandum: “Future Budget Nee

ds”, dated February 10, 2005

Accumulated 

Tabor “Surplus”

Governor’s Proposal

Unfunded Need

This chart shows estimated shortfalls based on the “Arveschoug-Bird” allowable growth of 6% in general fund appropriations.

Campaign in Support of Passage of Referenda C & D

The campaign to pass C & D is called “Yes on C & D”.  It is chaired by Colorado State University President  Emeritus Al Yates, business leader Bruce Benson, and Joe Blake, President of the Denver Metro Chamber of Commerce.  The opposition to the campaign is coming from the Independence Institute,  and Grover Norquist’s Americans for Tax Reform, as well as some conservative Republicans who view passage of C & D as a tax increase.  An excellent analysis of Referendum C  and Referendum D was prepared by the Colorado Fiscal Policy Institute.
If Referendum C fails to pass this November, the General Assembly will be faced with cutting about $55 million from the FY 2005-06 budget and another $336 million from the 2006-07 budget.  These cuts will come at the same time as TABOR refunds in FY 2004-05 will be $116.7 million, another $490.5 million in FY 2005-06 and $618.7 million in FY 2006-07! 

House Finance Committee Chair Val Vigil (D-Adams County) asked the Legislative Council of the Colorado General Assembly for some information regarding the true impact of the passage of C & D on the taxpayers of Colorado.  Based on information provided by the non-partisan staff of the Legislative Council.  The overall average of foregone refunds for all taxpayers in the state would be a cumulative $516 over the five-year period.

Governor Owens has taken a bold step in endorsing the campaign for passage of C & D.  He has shown thoughtful leadership and concern about the future of Colorado by breaking with his traditional conservative Republican supporters in order to campaign vigorously for passage of C & D.

Transportation

Funding for construction and maintenance of the state’s highways remains a serious concern for the Colorado General Assembly.  Under current statute, and without passage of Referenda C & D, the Highway Users Trust Fund will see no SB 97-001 diversion of funds until FY 2007-08.  Even then, the amount transferred will only be slightly less than $65 million, followed by $65 million in FY 2008-09 and $12 million in FY 2009-10.  CDOT recently estimated that the state’s highway funding needs for the next 25 years will be at least $60 billion and perhaps as much as $120 billion.  The CDOT Transportation Finance Task Force Report has more information.

With passage of Referendum C, the state will be able to bond $1.7 billion in transportation construction/maintenance.  On June 16, the Transportation Commission issued its list of projects that will be funded by passage of Referendum D.

The issue of tolling is addressed in HB 05-1148, which was signed by the Governor.  Regional transportation authorities (RTA’s) are addressed in HB 05-1064, which was also signed by the Governor.  Both of these bills are important in future transportation planning because they will allow the generation of new transportation revenues, either through tolling or a tax increase in specific areas of the state.

The most contentious bill of the session, in terms of public opposition, was HB 1030.  This bill would have amended existing state statute regarding private toll roads.  It was being advocated by developer Ray Wells, who has filed claims on thousands of privately owned properties in anticipation of building the “super slab” – a highway with right-of-way for railroads and utilities, located on the plains east of Denver and extending from Pueblo on the south to Fort Collins on the north.  The problem with Wells’ plan was that he had filed the claims unbeknownst to the current landowners and also had failed to disclose the exact route of the proposed road.  The bill sailed through the House of Representatives but then when it was heard in the Senate committee several weeks later, nearly a thousand outraged landowners came to voice their displeasure with the bill and it died in committee.  The issue of toll roads will be addressed by the Transportation Legislation Review Committee during the summer.

Higher Education

The state’s colleges and universities have seen general fund appropriations drop more than 30% in the past three years, now totaling about $588 million for FY 2004-05.  This amount includes financial aid of more than $76 million in FY 2004-05.  Tuition increases have partially offset the decrease in general fund appropriations, but FY the 2004-05 academic year, tuition increase were limited to 1.1% because of TABOR revenue limitations.

SB 04-189 created the College Opportunity Fund.  The net effect of this bill was to create a stipend for each Colorado student that attends a public college or university that will be held in trust for the student and then transferred to the school upon application, acceptance and enrollment by the student.  This program will be funded from funds that in the past have gone directly to the governing board of the school.  Because the schools will receive a lesser direct appropriation from the state, the general fund appropriations will drop below 10% per year and the schools will be eligible to become TABOR “enterprises” on July 1, 2005. The University of Colorado achieved enterprise status in 2004.  The hope is that this move will preserve the state’s higher education infrastructure.  SB 04-189 did not, however, create any new revenue stream for the state’s colleges and universities.

The JBC held a figure setting session for higher education on March 2, 2005.  The staff recommendation was adopted in large part by the committee.   These recommendations were included in the Long Bill and will form the basis for funding higher education institutions in FY 2005-06.  Highlights of the funding recommendation for higher education includes:

· Replaces General Fund for the governing boards with stipends, at $2,400 per student FTE, and with fee-for-service contracts, in order to implement S.B. 04-189.

· Provides $2.2 million new General Fund through stipends to bring funding at Metropolitan State College of Denver up to the $2,400 stipend rate per student FTE.

· Provides $1.9 million new General Fund for students attending private schools through the College Opportunity Fund Program.

· Provides $3.7 million new General Fund through the fee-for-service contracts to provide half of the statutorily required minimum level of funding for the former State Colleges.

· Increases tuition spending authority for the governing boards by 11.1 percent overall based on different requested amounts for each school.

· Provides $1.1 million new General Fund to increase the funding rate per student at the local district junior colleges by $200 per student FTE and bring it closer to the reimbursement rate for the community colleges.

· Increases financial aid by just under $1.0 million General Fund to match the percentage increase in General Fund for the higher education institutions.

It is expected that all of the state’s colleges and universities will apply to the state for TABOR “enterprise” status as of July 1, 2005.  This is possible because state general fund support will drop below 10% of total revenues to the schools with the beginning of the new fiscal year.  SB 04-189 created the College Opportunity Fund and changed the way higher education is funded in the state.  In the past, the legislature made a general fund appropriation to each of the state’s governing boards.  With implementation of SB 04-189, there will be a “stipend” of about $2,400 per student appropriated and then transferred to the school after the student applies to, is admitted by and actually enrolls in the school.  This stipend only applies to Colorado residents and will only be used for undergraduate educational studies and available only at the state’s publicly supported institutions of higher education.  A stipend of half ($1,200) will be available at the state’s private universities (Regis, DU and Colorado College).  The amount of this stipend will vary from year to year, depending on available revenues.

Achieving enterprise status will allow the governing boards and higher education CEO’s more flexibility in managing the state’s colleges and universities, including tuition rates.

Economic Development

Virtually every legislator indicated that fixing the state’s budget and helping the state’s economy to recover was a high priority for the 2005 legislative session.  To that end, there was an interim study committee on economic development.   Unfortunately, the cost associated with most of the suggested legislation that came either from the interim committee or from the Governor’s Office of Economic Development has caused the various bills to fail.  This further points out the need for a dynamic model, as embodied in HB 1046.  HB 1046 was signed by the Governor.

Additionally, the House of Representatives has moved to not fund business incentive agreement (BIA’s) backfill to local school districts.  The total amount of the backfill of FY 2005-06 is about $2.3 million.  This sends a very negative message to businesses thinking about relocating to or expanding in Colorado.  The move to not fund BIA backfills is coming from Rep. Jack Pommer (D-Boulder) and the fight to retain the funding was led by Rep. Keith King (R-Colorado Springs).  Ultimately, the legislature agreed to fund 50% of the backfill in the Long Bill.

With economic development still foremost in the minds of the legislators, there will be an interim committee on economic development and another on rural economic development issues.

Insurance

With the Democrats experiencing the joy of majority party status in both houses of the Colorado Legislature for the first time since 1960, and with the debt of gratitude owed by Democratic candidates to organized labor and trial attorneys, we saw numerous attempts to roll back tort reform legislation that was passed in the mid-1980’s and the major workers’ comp reform legislation enacted in SB 91-218 in the 1991 session.

Workers’ Compensation

Several bills dealing with workers’ comp insurance were introduced:

· HB 05-1018 – worker’s right to choose medical provider – defeated on the floor of the House after a lengthy and difficult fight.  This bill will be back in 2006.

· HB 05-1112 – impairment ratings – killed in committee.  This bill also will be back in 2006.

· HB 05-1113 – permanent partial disability limits – amended to $75,000/$150,000 and passed from by the General Assembly in this form.  Governor Owens allowed this bill to become law.

· HB 05-1139 – increased enforcement of workers’ comp laws – signed by the Governor.

· SB 05-134 – expert testimony.  This bill has passed both the House and Senate with mixed support/opposition.  The Governor is being urged to veto the bill.  Governor Owens, at the behest of the business and employer community, vetoed this bill.

Based on cost estimates provided by the National Council on Compensation Insurance (NCCI), and using the most conservative estimate in the range provided on each of the workers’ comp bills by NCCI, the defeat of HB 1018 and HB 1112 and the veto of SB 134 will save Colorado employers from having to pay more than a 16% increase in their workers’ comp costs in 2006 and beyond.

Credit Reports

Several bills dealing with the use of credit reports have been introduced.  HB 05-1031 and SB 05-005 were both killed.  SB 05-195 was laid over until May 12 and deemed lost.  The issue of credit scoring will be addressed in several of the interim study committees.


Health Insurance

The issue of preferred drug lists (PDL’s) was addressed in a couple of bills – SB 22 and SB 102.  Additionally, HB 1152 would have created a multi-state drug purchasing program.  As it turns out, the Governor vetoed SB 102 and HB 1152 and SB 22 was lost on a floor vote.  Again, the Health Insurance Interim Committee will be looking at these issues.


Auto Insurance

The switch made in Colorado a couple of years ago from a no-fault auto insurance state to a tort system continues to cause angst among many health care providers, especially trauma centers and chiropractors.  HJR 05-1026 will create an interim study committee to look at auto insurance.  Governor Owens has been a steadfast supporter of the tort system and has expressed unwillingness to sign legislation that would revert the state to any version of no-fault or add a mandatory medical pay option without concrete data showing a definitive need for such change.

Local Government

Several bills aimed at reducing the powers of local governments were introduced in 2005.  SB 177 would have restricted counties in their ability to enforce land use regulations.  It was killed in committee.  HB 1304 would have preempted the authority of county and municipal land use commissions relative to manufactured housing.  It was vetoed by the Governor.  SB 63 dealt with the designation of blighted areas relative to urban renewal efforts.  It was strongly opposed by the local governments and was lost on a floor vote.  

In a victory for both sides, the county governments and municipal governments were able to achieve consensus on SB 224, dealing with county impacts on urban renewal.  The bill was signed by the Governor.

Water

Perhaps the most significant water bill to come out of the 2005 session was HB 1177.  This bill deals with the negotiation of inter-basin compacts regarding the equitable division of the state’s waters.  It was a high priority for the Governor and for the various “water buffaloes” throughout the state.

Interim Study Committees

The legislature will have six interim study committees and several statutory and standing committees.  Information on the committees, including the statutory charge to the individual committees, membership of the committees, meeting schedules and proposed legislation are available and will be updated online throughout the summer.

This summary of the 2005 session of the Colorado General Assembly has been prepared by Danny L. Tomlinson.  It may be reproduced/distributed with appropriate attribution.
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