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To Members of the Sixty-fourth General Assembly 

Submitted herewith is the final report of the Interim Committee on Fiscal Restraints. 
This committee was created pursuant to House Joint Resolution 03-1060. The purpose of 
the committee is to consider how the interaction of TABOR, Amendment 23, the Gallagher 
Amendment, and any other relevant constitutional and statutory provisions impact the state's 
ability to balance its budget and hnd programs and services for the citizens of Colorado. 

At its meeting on November 17, 2003, the Legislative Council reviewed the report 
of this committee. A motion to forward this report and the bills herein for consideration in 
the 2004 session was approved. 

Respectfully submitted, 

IS/ 	 Senator John Andrews 
Chairman 
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Committee Charee 

House Joint Resolution 03-1 060 established the Interim Committee on Fiscal Restraints 
to consider how the interaction ofthe TABOR Amendment, Amendment 23, the Gallagher 
Amendment, and any other relevant constitutional and statutory provisions impact the state's 
ability to fund programs and provide services to its citizens. The committee was also to 
consider how the interaction ofthe constitutional and statutory provisions impact the state's 
ability to balance the budget In addition, the committee was authorized to consider changes 
that increase budgetary flexibility and improve the state's ability to provide services to its 
citizens. To assist with its charge, the interim committee was authorized to utilize the 
Legislative Council Staff study of these constitutional provisions and consult and obtain 
input and information from appropriate individuals and organizations. 

Committee Activities 

The committee held six meetings and received testimony on a variety of fiscal policy 
issues that are related to the interaction of TABOR, Amendment 23, and the Gallagher 
Amendment. The committee's first two meetings focused on presentations from Legislative 
Council Staff that reviewed its study of the constitutional provisions. Staff presented the 
committee with a number of options concerning: 

revenue and spending limits; 
fiscal emergencies; 
property taxes; 
Amendment 23 and state fiscal issues; 
the senior homestead exemption; and 
capital construction funding. 

Public presentations on the interaction of TABOR, Amendment 23, and the Gallagher 
Amendment were also made to the committee. Presenters included state officials, 
spokespersons from special districts, school districts, counties, municipalities, governmental 
economic development groups, nonprofit organizations, businesses, and citizen groups, and 
interested persons. The presentations allowed the public to make recommendations to the 
committee regarding the impact and interplay of the constitutional provisions. Some 
recommendations were aimed at improving the state's ability to provide services to its 
citizens during and after an economic downturn. 

One recurring theme from presenters was that if constitutional amendments are 
proposed, the proposals should be consistent with the general intent of the voters when each 
amendment was passed. Another recommendation was to bring any proposed constitutional 
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amendments to the voters concurrently, at the same general C I S ~ ~ .  S.pecifk 
recommendations are enumerated below 

TABOR 

remove or mitigate the "ratchet-down effect" to give the state more budgetary 
flexibility following an economic downturn, 
tie the revenue limit to a percentage of statewide personal income so that it relates 
to state economic growth; 
retain the citizens' ability to vote on tax increases; 
repeal the current prohibition on weakening spending limits; 
suspend the revenue limit during recessionary periods; and 
repeal the TABOR emergency reserve requirement 

Amendment 23 

eliminate the mandated increases in spending for K-12 education; and 
suspend or modifL the required one-percent-funding requirement during economic 
downturns or when state revenues are below the TABOR limit. 

Gallagher Amendment 

freeze assessment rates and allow local government mill levies to float; 
give the General Assembly the authority to set assessment rates; 
implement an annual reassessment cycle; and 
reduce the assessment rate for the commercial property class to align the rate more 
closely with the residential assessment rate. 

Rainy Day Fund 

utilize a portion of TABOR surplus revenues for a rainy day fund and allow the 
General Assembly to make additional appropriations into the hnd; 
set a cap on a rainy day fund equal to 7 to 15 percent of state spending; and 
place limits on the usage of a rainy day f h d .  

repeal the 6 percent appropriations limit recognizing that the TABOR limit has 
become the more binding constraint on state spending. 
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Committee Recommendations 

During the final two meetings, the committee debated eight proposals, of which six 
were referred to the Legislative Council. 

Bill A - TABOR Revenue Limit. Beginning FY 2004-05, this concurrent 
resolution amends TABOR by: 

excluding higher education tuition from the definition of TABOR revenue; and 
eliminating the hture ratchet down of the TABOR limit by requiring the allowable 
growth rate to be applied to the previous year's limit, regardless of actual revenues 
collected. 

Rill H - Constitutional Convention. At the next general election, this concurrent 
resolution requests voter approval to hold a constitutional convention to amend Amendment 
23, the Gallagher Amendment, the senior homestead exemption, and TABOR. This 
resolution requires that a two-thirds majority of convention delegates approve any measure 
before it is submitted to voters. 

Bill C - TABOR, A State Rainy Day Fund, andAmendment 23. This concurrent 
resolution amends the TABOR revenue limit to mitigate the ratchet down of the TABOR 
limit in the h ture  by 

counting State Education Fund transfers as TABOR revenue for years that state 
revenues are below the limit; and 
counting rainy day h n d  spending as TABOR revenue. 

This resolution also eliminates the TABOR requirement that the state maintain an 
emergency reserve and replaces it with a constitutional rainy day h n d  that: 

is capped at 10 percent of the TABOR revenue limit plus interest earned on the 
hnd ,  
is hnded by one-half ofthe first $200 million of a TABOR surplus (when available) 
and moneys appropriated by the General Assembly, 
may only be accessed by a two-thirds approval of both houses of the General 
Assembly when revenue, including amounts required to be deposited into the State 
Education Fund, is below the allowable TABOR limit; and 
allows a portion of the h n d  up to 3 percent of state fiscal year spending to be used 
by the Governor for disaster emergencies with a requirement that such moneys be 
repaid within two years. 

This resolution amends Amendment 23 by suspending the one-percentage-point 
increase over inflation after any fiscal year that state revenue growth is less than the 
maximum amount allowed under the TABOR limit. If the suspension is triggered, the 



period of the required one-percentage-point increase would be extended beyond FY 20.1 0- 
1 1 to ensure that the requirement applies to a total of ten state fiscal years. 

Ilill 1) - TABOR and Amendment 23. This concurrent resolution amends the 
TABOR revenue limit to eliminate the ratchet-down effect that has already taken place for 
the state and for local governments. It also eliminates any hture ratchet-down effect from 
the TABOR limit This resolution amends TABOR by: 

making the state TABOR revenue limit for FY 2004-05 equal to the revenue limit 
for FY 2000-01, adjusted for inflation plus the change in population for the 2000 
through 2003 calendar years; 
requiring that the allowable TABOR growth rate apply to the prior year's limit, 
without regard to the actual amount of revenues collected during the prior fiscal 
year (effective FY 2005-06 for the state government and on or after January 1 ,  
2006 for local districts); 
allowing local districts to impose a mill levy that fluctuates from year to year for 
up to 5 years if approved by voters to enable the district to,collect the Sifme amount 
of property tax revenue that was collected in the previous calendar- year plus 
inflation and local growth. 

This resolution amends Amendment 23 by suspending the one-percentage-point- 
increase-over-inflation requirement in any fiscal year following General Fund revenue 
growth that is less than inflation between the two previous calendar years. If the suspension 
is triggered, the period of the required one-percentage-point increase would be extended 
beyond FY 20 10-1 1 to ensure that the requirement applies to a total often state fiscal years. 

Bill E - TABOR, Amendment 23, the Homestead ~ m p t i c m ,  a d  Pr~perty Taxes 
on Business Personal Property. This concurrent resolution increases the TABOR revenue 
limit by one percentage point for FY 2005-06 and FY 2006-07 to provide money to hnd 
the senior homestead exemption and reduce busineq personal property taxes. 

Beginning in FY 2006-07, if state revenues are below the limit, the amount gained by 
each of the one-percentage-point increases would be added to the base for determining 
subsequent annual limits. If the additional money allowed by the one-percentage-point 
increase is at least 50 percent of the state's cost for the senior homestead exeniption, the 
additional money must first be used to compensate local governments for the cost of the 
exemption. The second draw on the money is to provide a state credit against business 
personal property taxes paid to local governments Any remaining money is refunded to 
taxpayers. 

Amendment 23 is modified by suspending the requirement to increase the statewide 
base per pupil finding and finding for categorical programs by the inflation rate plus one 
percentage point in any year following a calenclar year in which General Fund revenues do 
not increase by the TABOR limit. For years that the required increase is suspended, the 
General Assembly is to set the statewide base per pupil hnding and categorical funding at 
no less than the prior fiscal year's funding. 
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Rill F - TABOR Revenue Limit and Population Adjustnzent. This concurrent 
resolution amends the state and local government TABOR revenue limits to eliminate a 
portion of the ratchet down that has already taken place and any fiture ratchet down of the 
TABOR limit. This resolution amends the limits by: 

requiring the state limit for FY 2004-05 to be calculated based on the limit for FY 
2002-03 adjusted for changes in inflation and population for calendar years 2002 
and 2003 (makes a similar adjustment for local districts); and 
beginning in FY 2005-06, requiring the allowable TABOR growth rate for state 
and local governments to be applied to the previous year's limit without regard to 
actual collections during the prior state fiscal year (effective January 1, 2006 for 
local governments). 

TPLBOR limits annual growth in most state revenue to inflation plus the annual 
percentage change in population. During the 1990s, the federal government underestimated 
Colorado's population, which resulted in the state over-refinding $483 million to taxpayers. 
The General Assembly adjusted the limit beginning in FY 2001-02 to incorporate the 
underestimate from the 1990s. This resolution prohibits the state from using this population 
adjustment to the limit in conjunction with the resolution's re-basing so that the state does 
not receive a double benefit. 
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The Interim Committee on Fiscal Restraints was created to allow the legislature to 
evaluate how the interaction of the Gallagher Amendment, TABOR, and Amendment 23 
impact the state's ability to fimd vital programs and services during an economic downturn. 
The committee was comprised of the 18 members of the Legislative Council. 

As a committee that was charged with studying how Colorado's constitutional and 
statutory limits affect programs and services on which citizens depend, the committee 
considered options that were included in the Legislative Council Staff study pursuant to 
House Joint Resolution 03-1033. Options in the staff study were aimed at increasing the 
state's flexibility to budget for programs and services when the state experiences a revenue 
shortfall In addition to options under House Joint Resolution 03-1 033, the committee also 
considered input from interested groups and citizens. Based upon its findings, the 
committee was authorized to  make recommendations to the Second Regular Session of the 
Sixty-fourth General Assembly 

Background 

The economic downturn that began in March 200 1 was the first recession that occurred 
with three state constitutional limitations impacting spending and revenue in place. During 
the 2003 legislative session, the General Assembly recognized that the three constitutional 
limitations, namely the Gallagher Amendment (1 982), TABOR (1 992), and Amendment 23 
(2000), interact in a way that limits the state's ability to  maintain the level of services that 
are provided in good economic times when an economic downturn occurs. Questions also 
arose as to  how the constitutional limitations would affect the state's budget as the economy 
recovers from a recessionary period. 

Legislative response. To deal with the revenue shortfalls that began in FY 2001-02, 
the General Assembly devoted a significant amount of time to responding to  declining state 
revenues. Beginning with the 2002 session, the General Assembly enacted a number of bills 
that would take a three-pronged approach to the state's budget difficulties. These bills 
transferred cash fimd moneys to  the General Fund, cut state spending, and either increased 
existing or established new fees Many bills reduced General Fund expenditures by using 
new or increased fees t o  fund specific programs or state services that were previously 
hnded with General Fund moneys. 

To balance the budget for FY 2001-02, the General Assembly enacted bills that 
transferred over $1 billion in cash funds to  the General Fund. Between FY 2002-03 and FY 
2003-04, bills that were enacted during the 2003 session will result in net General Fund 
transfers and expenditure reductions of $1.2 billion In an effort to continue to  provide state 
programs and services, the General Assembly also passed nearly 40 bills that increased fees 



during the 2003 session. These bills generated an additional $74 d l i o n  dwhg \M5khe 
time period 



The lnterim Committee on Fiscal Restraints held six meetings during the 2003 interim 
to evaluate the impact that the state constitution, namely TABOR, Amendment 23, and the 
Gallagher Amendment, has on the state's budget during an economic downturn. Two ofthe 
meetings were dedicated to Legislative Council Staff presentations on its study of the 
constitutional provisions required by House Joint Resolution 03-1033 The resolution 
required stat'f to report its findings to the Interim Committee on Fiscal Restraints and 
provide the committee with options that increase the state's budgetary flexibility during 
recessionary periods. 

During subsequent meetings, the committee heard recommendations from organizations 
and individuals on issues similar to those covered in the staff study. The committee heard 
recommendations from state officials, spokespersons from special districts, school districts, 
counties, municipalities, governmental economic development groups, nonprofit 
organizations, businesses, citizen groups, and interested persons. 

The committee recommended six concurrent resolutions for introduction during the 
2004 legislative session. The resolutions address some of the issues that were covered in 
the Legislative Council Staff study and public testimony. The concurrent resolutions require 
a two-thirds vote for passage by each chamber and voter approval before they can be 
enacted into law. 

The following sections summarize the Legislative Council Staff options presented to 
the committee and the public recommendations that were heard and discussed by the 
committee In addition, the summary provides a brief overview of the concurrent 
resolutions recommended by the committee and explains how they modify either 
constitutional or statutory provisions The following sections are organized by issue. 

Revenue and Spending Limits 

Str@study options. To make the state TABOR limit more responsive to changes in 
the economy, the staff study options addressed: 

eliminating TABOR'S ratchet-down effect as a way to maintain the level of state 
services that are available during good economic times when a recessionary period 
occurs; 
modifying TABOR'S revenue limit to make it more closely match the growth rate 
of the economy by tying it to the annual percentage change in personal income; and 
permanently exempting the state's cost for the senior homestead exemption from 
TABOR revenue, thus freeing up more moneys for other programs or services; and 
exempting unemployment insurance taxes from TABOR revenue to make more 
General Fund revenue available for spending in years during which the state 
experiences an economic downturn. 
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Public reconrmentlrrtions. Many of the organizations ahd individuals who tiiade 
presentations to the interim committee discussed TABOR and its revenue and spending 
limits Presenters generally acknowledged that it has met its objectives and has restrained 
the growth of government However, some believed that TABOR has had negative impacts 
and unintended consequences. These individuals and organizations advocated making 
changes to TABOR in order to make it more responsive to economic changes. Suggested 
modifications to TABOR included 

mitigating the ratchet-down effect to give the state more flexibility during an 
economic downturn; 
tying the revenue limit to a percentage of statewide personal income to make the 
limit less restrictive; 
retaining the citizens' ability to vote on tax increases; 
repealing tax credits used to refund the TABOR surplus; 
repealing the current prohibition on weakening spending limits; 
suspending the revenue limit during recessionary periods; and 
repealing the TABOR emergency reserve requirement. 

The committee also discussed the Arveschoug-Bird 6 percent appropriations limit. The 
discussion focused on how the 6 percent limit works with TABOR and whether it should 
be modified because the TABOR limit has become the more binding constretint on state 
spending 

Committee response. The committee adopted proposals that amend the Colorado 
Constitution to mitigate the effects of recent or future recessions on state revenue and: 
spending limitations Four resolutions (A, C, D, and F) allow the state more budgetary 
flexibility during economic downturns by: 

eliminating the ratchet-down effect of the TABOR revenue limit that has 
already taken place; or 
minimizing or eliminating any future TABOR ratchet-down effect. 

i 

TABOR Ratchet-Down Effect 
When state revenues are less than the allowable TABOR 
lrmrt, the base (actual revenue) for determining the 
followrng year's limit I S  reduced. Since the new limit is at 
a lower level than rt othenvrse would have been, the limit is 
said to have ratcheted down 



Fiscal Emergencies 

S'tuff study options. To allow the state to respond to a revenue shortfall during an 
economic downturn or other fiscal emergency, the staff study presented options for creating 
a rainy day find. The options included possible finding sources and circumstances under 
which the money could be spent. 

Public recommendations. The committee and presenters discussed whether the state 
had adequate reserves to cope with revenue shortfalls resulting from an economic downturn. 
The discussion centered on whether the state needed to establish a rainy day find and how 
such a find would be created. 

Many individuals and organizations believed the state did not have suficient reserves 
to cope with the economic downturn that began in FY 2001 -02 and advocated the need for 
a rainy day find to help the state maintain services during fiture economic downturns. 
Suggestions for a rainy day find included: 

utilizing a portion of TABOR surplus revenues for a rainy day find; 
allowing the General Assembly to make additional appropriations into the find, 
including revenues from the securitization of the state's tobacco settlement moneys; 
capping the find at 7 to 15 percent of state spending; and 
placing limits on the usage of a rainy day find to ensure that it is only used to offset 
revenue shortfalls and natural disasters. 

Committee response. The committee recommended one concurrent resolution (C) that 
provides a financial cushion for the state to use for revenue shortfalls or disaster 
emergencies. The resolution eliminates the TABOR emergency reserve and replaces it with 
a constitutional rainy day find. 

TABOR Emergency Reserve 
TABOR emergency reserves can be used for declared emergencres only 
and are required to be 3percent or more ofjscal  year spendlng excludrng 
bonded debt servrce. 7Jnused reserves apply to the next year's reserve. 
Reserves cannot be used for revenue shortfalls In addrtron to the TABOR 
emergency reserve, the state maintarns a 4 percent statutory reserve, 
which can be used when the state experrences a revenue shortfall. 

Rainy Day Fund 
Current law does notprovide for a rainy day or budget stabilization fund. 



Amendment 23 . . .. 

Stczff study options. '1'0 mitigate the impact of Amendment 23 hnding on the state's 
budget during an economic downturn, the staff study options addressed asking voters to 
increase revenue, either by increasing taxes or reducing taxpayer refunds, or to reduce the 
spending requirement under Amendment 23. 

Public recommendations. The committee heard presentations regarding the impact 
of Amendment 23 on the state's budget Some presenters contended that the mandatory 
increases in education hnding under Amendment 23 were needed to require the state to 
sufficiently hnd K-I 2 education Others believed that required hnding uiiber Afnendrnent 
23 is shifiing a disproportionate amount of state revenues from other programs to K-12 
education. Suggested modifications to Amendment 23 included. 

eliminating the mandated increases in spending for K-12 education; and 
suspending or modifj4ng the required one-percent hnding requirenierlt during 
economic downturns or when state revenues are below the T ~ O R  limit. 

Committee response. The committee recommended three resolutions (C ,  6, and E) 
that either suspend all or portions of Amendment 23 hnding when the state experiendes a 
revenue shortfall. 

Amendment 23 
This const~tutionalprov~s~on requires the statewide base per pupilfinding 
In the schoolJinance act and total stare finding for categorical programs 
to increase by at least the inflation rate plus one percentage point from 
FY 2001 -02 through FY 201 0-1 1, and by the inflation rate thereafter. 

Property Taxes 

Staffstudy options. In order to make the property tax system more fair and improve 
the state's flexibility to hnd necessary programs and services during an economic downturn, 
the staff study options addressed: 

restoring the authority of the General Assembly to set property taxes for school 
finance; and 
restoring a floating mill levy for schools within certain limits. 

Public recommendations. The committee heard presentations from members of tkt 
business community and other interested persons on the Gallagher Amendment. Since its 
inception in 1982, presenters held that the Gallagher Amendment has held down property 
tax increases for homeowners that would have otherwise increased significantly. Presenters 
discussed how the interaction of TABOR and Gallagher has reduced revenues for local 



governments and shifted more school funding to the state. Others commented on how, over 
time, the Gallagher Amendment is placing an unfair tax burden on businesses. Suggested 
modifications to the Gallagher Amendment and the property tax system included: 

freezing residential assessment rates and allowing local government mill levies to 
float; 
giving the General Assembly the authority to set assessment rates; 
implementing an annual reassessment cycle; and 
reducing the assessment rate for the commercial property class to align the rate 
more closely with the residential assessment rate. 

Committee response. The committee adopted one concurrent resolution (D) that 
allows local governments to impose a mill levy that fluctuates from year to year for up to 
5 years if approved by voters. This proposal would enable local governments to collect the 
same amount of property tax revenue that was collected in the previous calendar year plus 
inflation and local growth. 

Other Issues 

The committee also discussed the mechanism for amending the constitution, the 
business personal property tax, and the senior homestead exemption. These three issues are 
part of two different measures that were recommended by the committee. 

Constitutional convention. One concurrent resolution (B) requests voter approval to 
hold a constitutional convention to revise, alter, or amend the Gallagher Amendment, 
TABOR, Amendment 23, and the senior homestead exemption. 

The committee discussed how the convention could be a method to address the 
constitutional single-subject requirement when amending TABOR, the Gallagher 
Amendment, and Amendment 23. Concerns were raised on whether the minority party 
would have adequate representation and whether the convention could be limited to only 
amending or revising certain constitutional provisions. The committee also discussed 
legislation that might establish guidelines for setting up a constitutional convention. 

Constitutional Convention 
The General Assembly may recommend convening a constitutional 
convention (Article XU(, Section 1). The first step in the process requires 
the General Assembly, by a two-thirds vote of each chamber, to place a 
referendum on whether to hold a constitutional convention on the ballot at 
the next general election. 

Business personal property tax: The interim committee also discussed the business 
personal property tax as an issue that is indirectly connected to amending the constitutional 
provisions. Some individuals and organizations commented that the business personal 



property tax places an unfair burden on Colorado businesses Sorhe Gf these pr&k&~rs 
advocated the reduction or elimination of the business personal property tax As $I 6my $6 
stimulate business development in Colorado In contrast, other presenters comrnexiW that 
the reduction or elimination ofthe business personal property tax would reduce thkpro'ptkty 
tax base for some local governments that are reliant on the tax The elimffiatitin of the tax 
could also result in a significant cost to the state 

The committee's recommendations address the business personal propkrt) 'tax by 
increasing the TABOR revenue limit to generate additional money to provide a sdte tax 
cred~t to partially offset this local tax. 

4 .  * .  , 

History of the Business Personal Property Tat 
Colorado's Jrst state laws were enacted in November 18 76 and required 
that all real and personal property not exempted be taxed. Exempted 
property rncluded: mrnes and mrnrng claims bearrnggold, silver, and other 
precrous metals, drtches, canals, and jlumes owned and used by 
rndrvrduals and corporatrons for rrrrgatrng lands; state-, county-, city-, 
town-, and municipally-owned real and personal property; lots with 
hurldrngs used for rebgious, school, or charrtable phrposes; and 
cemeteries not used or held Jbr private or corporate profit. 



The Interim Committee on Fiscal Restraints recommended six bills to the Legislative 
Council. The Legislative Council reviews each interim committee's recommendations and 
determines whether the bills fall within the committee's charge. The following concurrent 
resolutions were recommended by the Legislative Council for introduction during the 2004 
session. 

Bill A - TABOR Revenue Limit. 

The concurrent resolution amends TABOR. It adds higher education tuition to  the 
revenue sources that are excluded from the TABOR limit beginning in FY 2004-05 In 
addition, beginning in FY 2004-05, the concurrent resolution requires that the allowable 
TABOR growth rate of inflation and population growth be applied to the previous year's 
limit without regard to the actual amount of revenues collected during the prior state fiscal 
year. This provision eliminates any future ratchet down of the TABOR limit. In addition, 
the TABOR limit would not be adjusted for the exclusion of tuition revenue. 

Bill B - Constitutional Convention. 

The concurrent resolution submits to voters the question of whether to hold a 
constitutional convention to revise, alter, and amend Amendment 23, the Gallagher 
Amendment, the senior homestead property tax exemption, and TABOR. Under the 
concurrent resolution, a two-thirds majority of convention delegates must approve any 
measure for it to be submitted to voters. 

Bill C - TABOR, A State Rainy Day Fund, and Amendment 23. 

The concurrent resolution amends Amendment 23 and TABOR It suspends the one- 
percentage-point-increase-over-inflation requirement after any fiscal year when state 
revenue does not increase by the maximum amount permitted under TABOR. If the 
suspension is triggered, the period of the required one-percentage-point increase would be 
extended beyond FY 2010-1 1 to ensure that the requirement applies for a total often state 
fiscal years. In addition, the index used to suspend the requirement to increase the total 
General Fund appropriation for total program would change from personal income growth 
to the TABOR growth limit factors Further, when revenues do not meet the TABOR limit, 
money deposited into the State Education Fund would count as state fiscal year spending 
for determining the next fiscal year's TABOR limit. 

The concurrent resolution also creates a constitutional State Rainy Day Fund to be 
capped at 10 percent of the TABOR revenue limit. The State Rainy Day Fund would be 
funded by one-half of the first $200 million of a TABOR surplus. Additional moneys could 
also be appropriated into the fund. Any TABOR surplus deposited into the h n d  would not 



count as TABOR revenues, but General Fund appropriations to the fund would be stibject 
to the TABOR limit The fund could only be accessed by a two-thirds apptoval of both 
houses of the General Assembly when revenue, including amounts required to be deposited 
into the State Education Fund, is less than the amount permitted under TABOR. Only one- 
third of the State Rainy Day Fund could be used in any fiscal year However, one-half of 
the fund could be used following a year in which the General Assembly transferred money 
from the fund 

The concurrent resolution eliminates the TABOR emergency reserve and allows the 
State Rainy Day Fund to be used by the Governor for disaster emergencies The amount 
used for disaster emergencies is not to exceed 3 percent of state fiscal year spending. Any 
money used for disaster emergencies must be repaid within two years The concurrent 
resolution also requires that the state use the accrual method of accounting of TABOR 
revenues 

Bill D - TABOR and Amendment 23. 

The concurrent resolution amends Amendment 23 and TABOR. The concurrent 
resolution suspends the one-percentage-point-increase-over-inflation requirement for the 
statewide base per pupil funding and total categorical programs for any fiscal year when 
General Fund revenues grow by less than inflation between the two previous calendar years 
If the suspension is triggered, the period of the required one-percentage-point increase 
would be extended beyond FY 2010-1 1 to ensure that the requirement applies for a total of 
ten state fiscal years 

The concurrent resolution makes the state TABOR revenue limit for FY 2004-05 equal 
to the revenue limit for FY 2000-01, adjusted for inflation plus the percentage change in 
state population for the 2000 through 2003 calendar years. This provision would eliminate 
the ratchet down that has already taken place. The concurrent resolution makes a similar 
adjustment in the revenue limit for local districts. In addition, the allowable TABORgrowth 
rate would apply to the prior year's limit, without regard to the actual amount of revenues 
collected during the prior state fiscal year, beginning in FY 2005-06 for the state 
government, and for fiscal years beginning on or after January 1, 2006, for local districts. 
This provision would eliminate any future ratchet down. 

The concurrent resolution also allows local districts to seek voter approval to impose 
a fluctuating mill levy for a period of up to five years to allow the district to collect the same 
amount of property tax revenue that was collected in the previous calendar year, as adjusted 
for inflation in the prior calendar year plus local growth. 

Bill E - TABOR, Amendment 23, the Homestead Exemption, and Prop~rty Taxes 
on Business Personal Property. 

rrii 

The concurrent resolution amends Amendment 23 and TABOR. The concurrent 
resolution suspends the requirement to increase the statewide base per pupil funding and 
funding for all categorical programs by the inflation rate plus one percentage point during 



fiscal years following a calendar year in which General Fund revenues did not increase by 
the TABOR allowable growth limit. During the fiscal years the increase is suspended, the 
General Assembly is to set the statewide base per pupil funding and categorical funding at 
no less than the prior fiscal year's funding. The concurrent resolution allows the General 
Assembly to set the funding for these programs beginning in FY 20 1 1-12, but prohibits the 
funding to be less than the funding for the prior fiscal year. 

The concurrent resolution increases the state TABOR revenue limits for FY 2005-06 
and FY 2006-07 by one percentage point for each fiscal year. Beginning in FY 2006-07, 
if state revenues do not reach the TABOR limit, the amount gained by each of the one 
percentage point increases would be added to the base for determining subsequent years' 
limits. If the additional money allowed by the one percentage point increase is at least 50 
percent of the amount of compensation owed to the local governments for revenue losses 
from the senior property tax exemption, the additional moneys must be expended first to 
compensate local governments for these losses, then to provide a state credit against 
business personal property taxes, and lastly for refunds to taxpayers. 

Bill F - TABOR Revenue Limit and Population Adjustment. 

The concurrent resolution amends TABOR. The concurrent resolution requires the 
state TABOR limit for FY 2004-05 to be calculated based on the limit for FY 2002-03 
adjusted for inflation plus the percentage change in state population for the 2002 and 2003 
calendar years. This provision would eliminate a portion of the ratchet down that has 
already taken place. The concurrent resolution makes a similar adjustment in the TABOR 
limit for local districts. 

The concurrent resolution requires that the allowable TABOR growth rate for state and 
local governments be applied to the previous year's limit without regard to the actual 
amount of revenues collected during the prior state fiscal year beginning in FY 2005-06 for 
the state government, and in fiscal years that commence on or after January 1, 2006, for 
local districts. This provision eliminates any future ratchet down of the TABOR limit. 

State statute contains a population adjustment to help maintain the TABOR base due 
to an underestimate of population during the 1990s that reduced the amount of revenue that 
the state was able to spend. This resolution prohibits the state from using the population 
adjustment in conjunction with the resolution's re-basing so that the state does not receive 
a double benefit. 



The resource materials listed below were provided to the committee or developed by 
Legislative Council Staff during the course of the meetings. The summaries of meetings and 
attachments are available at the Division of Archives, 1313 Sherman Street, Denver, 
(303)-866-2055. For a limited time, the meeting summaries and materials developed by 
Legislative Council Staff are available on our web site at: 

www . state.co.us/gov~dir/leg~dir/lcsstaff/2003/03interim. 

Meeting Summaries Topics Discussed 

September 24, 2003 Economic and General Fund Revenue Forecast and 
House Joint Resolution 03- 1033 Study. 

September 25, 2003 House Joint Resolution 03-1033 Study; RBC Dain 
Rauscher Study; Bell Policy Center Study; and 
Independence Institute Study. 

October 22, 2003 Presentations by: Colorado State Treasurer; 
Ofice of State Planning and Budgeting; Amendment 
23 Authors; Colorado Association of School Boards; 
Colorado Counties Inc. ;Colorado Municipal League; 
Special District Association of Colorado; Gallagher 
Authors; and TABOR Author. 

October 23,2003 Legislative proposals; Presentations by. Bighorn 
Center; League of Women Voters of Colorado; 
Metro Denver Network; National Federation of 
Independent Business; Centennial Container, 
Inc.; and Colorado Senior Lobby. 

October 30, 2003 Discussion and amending of legislation 

October 3 1, 2003 Discussion and approval of legislation. 



Memwamda and Reports a . . . - ,* ,s 

Amendment 1 & Financial Policy: Where do Governments Go from Were?, 
Rudy Andras, Dain Bosworth, Inc., April 15, 1993. 

Amendment I d! the Gallagher Amendment: Combining to Create "Revefirie 
Have Not" Governments, Rudy Andras, Dain Bosworth, Inc., May 5, 1993. 

Hzrdget k'acls - T h e  or False?, Nancy McCallin, Office of State Plahnifig and 
Budgeting presentation to Interim Committee on Fiscal Restraints, October 22, 
2003 

Colorado 100, Perspectives converge, wrll consensus emerge?, Bighdm %efiiei 
for Public Policy, Club 20, Colorado Forum, Denver Metro Chamber of 
Commerce, July 30, 2003. 

The Colorado 100 Process, Report to the Interim Committee to Study 
TABOWAmendment 23/Gallagher, Rutt Bridges, Bighorn Center for Public Policy 
presentation to Interim Committee on Fiscal Restraints, October 23, 2003. 

Colorado Education Association letter to Interim Committee on Fiscal Restraints, 
October 22, 2003. 

Constitutional Conventions, Legislative Council Staff Memorandum, 
October 14, 2003. 

Creating a Budget Stabilization Fund for I,'olorado, Barry Poulson presentation 
to Interim Committee on Fiscal Restraints, September 25, 2003. 

Dennis Gallagher and Ron Stewart presentation to Interim Committee on Fiscal 
Restraints, October 22, 2003. 

The Devil is in the Details, Tabor Problems and Solutions, League of Women 
Voters of Colorado presentation to Interim Committee on Fiscal Restraints, 
October 23, 2003. 

Douglas Bruce presentation to Interim Committee on Fiscal Restraints, 
October 22, 2003. 

Financing Public Schools in C'olorado (The Intersection with TABOR and 
Gallagher),Rudy Andras, RBC Dain Rauscher presentation to Interim 
Committee on Fiscal Restraints, September 25, 2003. 

Focus Colorado, Economic and Revenue Forecast, 2003-2009, Legislative 
Council Staff, September 19, 2003. 



Herb Homan, Colorado Senior Lobby presentation to Interim Committee on 
Fiscal Restraints, October 23, 2003 

House Joint Kesolution 1033 Study: IAHOII, Amendment 23, the (hllagher 
Amendment, and Other fiscal issue.^, Legislative Council Staff Research 
Publication No. 518, September 2003 

Impact on Residential vs. Contmercral l'roperty inclzrding dfferential increases 
in value from 1993 - 2003, Denver Metro Network graph presented to Interim 
Committee on Fiscal Restraints, October 23, 2003. 

7he Impact on the State Budget of Proposals Presented to the Committee on 
I+i'scalRestraints, Legislative Council Staff Memorandum, October 23, 2003. 

7he Impact on the State Budget of I'roposal A, Presented to the Comntrttee on 
I*iscal Restraints on October 30, 2003, and 7wo Variatzons of Proposal A, 
Legislative Council Staff Memorandum, October 3 1, 2003. 

lr2forntation on Other State Rainy Day Funds, Legislative Council Staff 
Memorandum, October 20,2003. 

Joint Locd Government Positions on State and Local Finance Issues for 
Submission by CCI, SDA, CASB and CML, Colorado Association of School 
Boards, Colorado Counties, Inc., Colorado Municipal League, Special District 
Association of Colorado presentation to Interim Committee on Fiscal Restraints, 
October 22, 2003. 

Rainy Days in Colorado: Do we have the right umbrella?, Bighorn Center for 
Public Policy, July 2003. 

Remarks to the Legislative Interim Committee on Constitutional Amendments, 
Mike Coffmaq, State Treasurer presentation to Interim Committee on Fiscal 
Restraints, October 22, 2003. 

Responses to Questions .from September Meetings, Legislative Council Staff 
Memorandum, October 20, 2003. 

School finance: TABOR, Gallagher arid Amendment 23, Cary Kennedy, 
Colorado Children's Campaign presentation to Interim Committee on Fiscal 
Restraints, October 22, 2003. 

let1 Years of TABOR: A Study of Coloradols Taxpayer's Bill of Rights, The 
Bell Policy Center, 2003. 

7kn Years of 7AROR: A Study of Coloradol.s 7irxpayer1s Bill of Rights, Carol 
Hedges, The Bell Policy Center presentation to Interim Committee on Fiscal 
Restraints, September 25, 2003. 
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Whr/('m.sed/heNee<jbrFY 2001-02 lhrough Ig'Y 2003-04 H~u'ge~Au''t~tmet~~+?, 
Janet Ropers, Senior Economist, Office of State Planning and ~ u d ~ e t i b g ,  
October 22, 2003 

University of Colorado at Boulder, Department of Economics letter to Governor 
Owens, October 25, 2000. 



Bill A 

S E N A T E  SPONSORSHIP 

Tupa 


HOUSE SPONSORSHIP 

N o n e  


S E N A T E  C O N C U R R E N T  R E S O L U T I O N  

SLBRIITTIXT O  THE REGISTERED ELECTORS O F  THE STATE O F  COLORADO 

AN AMENDMENT T O  SECTION 20 O F  ARTICLE X O F  THE 

CONSTITUTION O F  THE STATE O F  COLORADO,CONCERNING THE 

EXCLUSION O F TUITION PAID T O PUBLIC INSTITUTIONSO F HIGHER 

EDUCATION FROM THE DEFINITIONOF "FISCAL YEAR SPENDING", 

AND, IN CONNECTION THEREWITH, LIMITING THE EFFECT O F  THE 

EXCLUSION O N  STATE FISCAL YEAR SPENDING LIMITS BY 

REQUIRING SUCH LIMITS T O  BE CALCULATED BASED UPON PRIOR 

STATE FISCAL YEAR SPENDING LIMITS, WITH ADJUSTMENTS FOR 

INFLATION AND POPULATION GROWTH, WITHOUT BEING SUBJECT 

T O  REDUCTION DUE T O  DECLINES IN STATE REVENUES. 

R e s o l u t i o n  Summary 

(Note: This summary applies to this resohition as introduced and 
does not necessarily rejlect any amendments that may be subsequent/y 
adopted.) 

Interim Committee on Fiscal R e s t r a i n t s .  For district fiscal years 
commencing on or after July 1, 2004, excludes tuition paid to public 
institutions of higher education from fiscal year spending for purposes of the 
taxpayer's bill of rights. Requires spending limits for state fiscal years that -.-- commence on or after July 1, 2004, to be calculated based upon calculated 

prior fiscal year spend~ngIlmlts, w ~ t hadjustlnents for lnflatlon and populat~on 
growth, w~thoutbelng subject to reduct~ondue to declines In state revenues 

Be It Resolved by the Senate ofthe Sixt-y-Jotirth Ge17eral.~ls.sert1bl~~oJ 

the State q/Colorado, the ffozise of'Representatives concurring herein: 

S E C T I O N  1. At the nest election at ivhich such question may be 

submitted, there shall be submitted to thc rcgistercd clcctors of the statc of 

Colorado, for their approval or rejection. thc following amendment to thc 

constitution of the state of Colorado, to wit: 

Section 20 (2) (e) and (7) (a) of article X of the constitution of thc 

state of Colorado are amended to read: 

S e c t i o n  20. The Taxpayer's Bill of Rights. (2) Term d e f i n i t i o n s .  

Within this section: 

(e) (1) FORDISTRICT FISCAL YEARS THAT COMMENCE BEI'ORI: JI'1,Y 

1, 2004, "fiscal year spending" means all district expenditures and reserve 

increases except, as to both, those for refunds made in the current or next fiscal 

year or those from gifts, federal funds, collections for another government. 

pension contributions by employees and pension fund earnings. rescrve 

transfers or expenditures, damage awards, or property sales. 

(11) FORDISTRICT FISCAL YEARS TH.4T COMMENCE ON OR AITJ-11 

JULY1, 2004, "FISCAL YEAR SPENDING" MEANS ALL DISTRICT ESI'ENDITI XES 

AND RESERVE INCREASES EXCEPT. AS TO BOTH, THOSE IUR RI,TITI>S \1.\1)1: IT 

THE CURREST ORNEXT FISCAL YEAR OR TIiOSE FROM GIFTS. 1:IX)I:RAI. I:I T I I S .  

COLLECTIONS FOR ANOTHER GOVERNMENT, PENSION CONTR1BI;TIONS BY 

EMPLOYEES AND PENSION FUND EARNINGS, RESERVE TRANSFERS OR 

EXPENDITURES, DAMAGE AWARDS, TUITION PAID TO PUBLIC INSTITLJTIONS OF 

HIGHER EDUCATION, OR PROPERTY SALES. 

3 



(7) Spending limits. (a) (I) FORSTATE FISCAL YEARS THAT 

COMMENCE BEFORE JULY1,2004,the maximum annual percentage change in 

state fiscal year spending equals inflation plus the percentage change in state 

population in the prior calendar year, adjusted for revenue changes approved 

by voters after 1991. 

(ii) FOR STATE FISCAL YEARS THAT COMMENCE ON OR AFTER JULY 

1,2004. THE STATE FISCAL YEAR SPENDING LIMIT IS THE STATE FISCAL YEAR 

SPENDING LIMIT FOR THE PRIOR STATE FISCAL YEAR, AS CALCULATED BASED 

ON THE SPENDING LIMIT FOR THE NEXT PRECEDING STATE FISCAL YEAR 

WITHOUT REGARD TO THE ACTUAL AMOUNT OF REVENUES COLLECTED DURING 

THE PRIOR STATE FISCAL YEAR, PLUS THE PRODUCT OF THAT LIMIT AND THE 

SUM OF INFLATION PLUS THE PERCENTAGE CHANGE IN STATE POPULATION IN 

I 
3 

00 , 
THE PRIOR CALENDAR YEAR, ADJUSTED FOR REVENUE CHANGES APPROVED BY 

VOTERS ON OR AFTER THE EFFECTIVE DATE OF THIS SUBPARAGRAPH (ii). 

(iii) FORPURPOSES OF THIS PARAGRAPH (a), poptfiation shall be 

determined by annual federal census estimates and such number shall be 

adjusted every decade to match the federal census. 

SECTION 2. Each elector voting at said election and desirous of 

voting for or against said amendment shall cast a vote as provided by law 

either "Yes" or "NO"on the proposition: "ANAMENDMENT TO SECTION 20 OF 

ARTICLE X OF THE CONSTITUTION OF THE STATE OF COLORADO, CONCERNING 

THE EXCLUSION OF TUITION PAID TO PUBLIC INSTITUTIONS OF HIGHER 

EDUCATION FROM THE DEFINITION OF "FISCAL YEAR SPENDING", AND, IN 

CONNECTIONTHEREWITH, LIMITING THE EFFECTOF THE EXCLUSIONON STATE 

--
> 

FISCAL YEAR SPENDING LIMITS BY REQUIRING SUCH LIMITS TO BE CALCULATED 

BASED UPON PRIOR STATE FISCAL YEAR SPENDING LIMITS, WITH ADJUSTMENTS 

FOR INFLATION ASD POPULATION GROWTH, i 3  ITJIOI'T BLIWG SI'RJECT TO 

REDUCTION DUE TO DECI.INCS IN S r.47t RGVTNULS " 

SECTION 3. Thc \otes cast for the adoption or rejection of s ad  

amcndrnent shall be canvassed and thc result deterrnincd In tl~crnanncr 

prokided by law for the canvassingof~otesfor reprcscnta[n cs 111 Congrcss : ~ n d  

if a majority of the electors \.otlng on the question shall have vorcd "Ycs" thc 

s a ~ damendment shall become a part of the statc constitution 
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Bill A 

Drafting Number: LLS 04-0306 Date: Januan 9. 2004 
Prime Sponsor(s): Scn. Tupa Bill Status: Interlm Commlttce on Fiscal 

Restrants 
Fiscal Analyst: Harry Zcld (303-866-4753) 

TITLE: SUBMITTING TO THE REGISTERED ELECTORS OF THE STATE OF COLORADO 
AN AMENDMENT TO SECTION 20 OF ARTICLE X OF THE CONSTITUTION OF 
THE STATE OF COLORADO, CONCERNING THE EXCLUSION OF TUITION PAID 
TO PUBLIC INSTITUTIONS OF HIGHER EDUCATION FROM THE DEFINITION OF 
"FISCAL YEAR SPENDING", AND, IN CONNECTION THEREWITH, LIMITINGTHE 
EFFECT OF THE EXCLUSION ON STATE FISCAL YEAR SPENDING LIMITS BY 
REQUIRING SUCH LIMITS TO BE CALCULATED BASED UPON PRIOR STATE 
FISCAL YEAR SPENDING LIMITS, WITH ADJUSTMENTS FOR INFLATION AND 
POPULATION GROWTH, WITHOUT BEING SUBJECT TO REDUCTION DUE TO 
DECLINES IN STATE REVENUES. 

Fiscal Impact Summq . , , , I , , , .  FY 200412005 

Other State Impact: TABOR Impact 

Effective Date: Upon voter approval at the November 2004 General Election. 

FY 2005i2006 

State Revenues 
General Fund 

State Expenditures 
General Fund 

FTE Position Change 

11 Local Government Impact: See Local Government Section 11 

I 

Summary of Legislation 

See State Revenue and Expenditure Section 

This concurrent resolution submits a constitutional amendment to  the voters at the 2004 
General Election t o  amend Section 20 of  Article X of  the Colorado Constitution. Specifically, this 
amendment: 

0.0 FTE 

excludes tuition paid to  public institutions of higher education from the definition of 
"fiscal year spending"; and 

0.0 FTE 



. limits the effect of the tuition exclusion on fiscal year spending by stipulating that the 
limit is based upon prior fiscal year spending limits with adjustments for inflation and 
population growth without being subject to reduction due to declines in state 
revenues. 

State Revenues and Expenditures 

This proposed constitutional amendment changes the amount of revenue the state may keep 
under the TABOR fiscal year spending limits. It does not increase rates for state tax or fine 
collections If this amendment is approved by the voters, the amount of revenue that the state can 
spend will increase 

Excluding the tuition revenues of higher education from the definition of TABOR revenues 
and eliminating the "ratchet down" will affect the amount of revenue the state is required to refund 
to taxpayers in the following fiscal year, and in turn, the amount of General Fund monies the state can 
retain Current TABOR refund mechanisms are made from the General Fund and not cash fbnds. 
Therefore, any change that decreases excess TABOR revenues will increase available General Fund 
monies The spending limit is based upon the lower of either the previous year's revenue or limit, plus 
inflation and population growth. This amendment changes the base from the previous year's revenue 
to the previous year's limit without adjusting the TABOR limit for the exclusion of tuition. 
Therefore, this proposal creates a buffer between the TABOR limit and TABOR revenues equal to 
the amount of tuition minus the TABOR surplus in FY 2004-05. 

Impact based upon December 2003 Revenue Forecast. This proposal results in the 
elimination of the TABOR surplus between FY 2004-05 through FY 2008-09. Consequently, the 
nearly $1 3 billion that would have been refunded is available for General Fund appropriation. As 
shown in Table 1, this proposal has the following budget impacts due to the changes in the state fiscal 
year spending limits: 

General Fund appropriations may increase by $1.3 billion; 
total highway spending increases by $1 52.5 million with an increase of $1 3 1.1 million 
in the S.B 97-1 diversion and a $21.4 million decrease in the Highway Users Tax 
Fund (HUTF) transfer, 
transfers to the Capital Construction Fund (CCF) are increased by $1 0.7 million; and . pay backs to cash hnds would occur one year earlier at the same amount. 

Cash fund pay backs are required by H.B .02- 139 1 which transferred cash hnds to the General 
Fund during a budget shortfall and required the repayment when a 4 percent statutory reserve is 
obtained, the state appropriation limit of 6 percent is reached, and S.B. 97-1 transfers are filly 
funded. A total of $67.7 million is necessary to pay back the cash funds. 



Bill A 

Election Expenditure Impacts (For Informational Purposes Only) 

This concurrent resolution contains a question to be referred to voters at the 2004 General 
Election. This question will be published in newspapers and an analysis of the measure will be 
included in the Blue Book mailed to all registered voter households prior to the election. Under 
current law, costs for these hnctions will be paid through a General Fund line item in the Long 
Appropriations Bill. The estimated 2004 election costs for the Blue Book are outlined in Table 2. 

Table 2. Estimated Costs of Producing the 2004 Blue Book 
and Distributing to aU Registered Voter Households 

1 

11 Printing I $120,000 11 
Postage 
Translation 

I Estimated Expense Per Issue $275,000 1 

Newspaper Publication (English & Spanish) 

Total Expenses (for estimated 2 issues) 

$3007000 $5,000 

$125,000 

$550,000 

I 



L w d  Gvvernment Impact 

This proposed constitutional amendment does not impact the fisc&ly&r spendinglimits for 
local jurisdictions. 

State Appropriations 

No new state appropriations are required to implement the resdubirbn. 

Departments Contacted 

Governor's Ofice Higher Education Law kevetiue T m r Y  



Bill B 

White 
H O U S E  S P O N S O R S H I P  

N o n e  

S E N A T E  S P O N S O R S H I P  

H O U S E  C O N C U R R E N T  R E S O L U T I O N  

SUBMITTINGTO THE REGISTERED ELECTORS OF THE STATE OF COLORADO 

THE PROPOSAL FOR THE HOLDING OF A CONSTITUTIONAL 

I 
h) 
W 

I 

CONVENTION TO REVISE, ALTER, AND AMEND SECTION 17 OF 

ARTICLE M AND SECTIONS 3,3.5, AND 20 OF ARTICLE X OF THE 

CONSTITUTION OF THE STATE OF COLORADO,WITH ANY 

REFERRED MEASURE FROM THE CONVENTION REQUIRING THE 

VOTE OF TWO-THIRDS OF THE DELEGATES THERETO. 

Resolution Summary 

(Note: This summary applies to this resolution as introduced and 
does not necessarily reflect any amendments that may be subsequently 
adopted.) 

I n t e r i m  C o m m i t t e e  on Fiscal  Res t ra in ts .  Submits, at the next 
general election, the proposal of holding a convention to amend specified 
provisions of the state constitution, with any referred measure from the 
convention requiring the vote of two-thirds of the delegates thereto. 

m 
Be It Resolved by the House of Representatives of the Sixty-fourth 

General Assembly of the State of Colorado, the Senate concurring herein: 

S E C T I O N  1. At the next election at which such qucstion may be 

submitted, there shall be submitted to thc registered electors of thc state of 

Colorado, for their approval or rejcction, the proposal of holding a convenlion 

to revise, alter, and amend section 17 of articlc IX and scctions 3. 3.5. and 20 

of article X of the prescnt constitution of the state of Colorado. 1vi111 an!, 

referred measure from the convention requiring thc vote of tb1.o-thirds of thc 

delegates thereto. 

S E C T I O N  2. The submission of said proposal shall be duly 

published and certified, and shall be placed on tlic official ballots at thc nest 

general election, in the same manner as amendments to the state constitution. 

S E C T I O N  3. Each elector voting at said election and desirous of 

voting for or against said proposal shall cast a vote as providcd by law citlier 

"Yes" or "No" on the proposal: "FOR TIIE ~ l o ~ . r > l S c i  . \  C~ZS'I ' I ' I ' I~~I.IOL.\I .01: 

CONVENTION TO REVISE, ALTER, AND AMEND SECTION 17 0 1 '  AK'I-1CL.E 1X .\XI> 

SECTIONS3,3 .5 ,  AND 20 OF ARTICLE X OF THE CONSTITUTION OF THE STATE 01- 

COLORADO, WITH ANY REFERRED MEASURE FROM THE CONVENTION REQC'IRNG 

THE VOTE OF TWO-THIRDS OF THE DELEGATES THERETO." 

S E C T I O N  4. The votes cast for the adoption or rejection of said 

proposal shall be canvassed and the result determined in the manner provided 

by law for the canvassing of votes for representatives in Congress. and if a 

majority of the electors voting on the proposal shall have voted "Yes", the 

general assembly, at its next session, shall provide for the calling of a 

constitutional convention, as provided in section 1 of articlc XTX of the state 

constitution. 



. . 
. . . . .  . . . .  . . . . 

. . 

. . . . . . . .  ,. :. 

Colorado Lcgi&$jiy . . . . .  Cozu~cil S/nff 
 TAT,^, . ,  

. . . . . . .  . . . .  ........ . . . .  . . . . . . . . . .  . . . .  

COND[TIO"NA'L::'FLSCAL IMPACT 
. . . . . . . .  ..... . . .  . . . . . . . .  

rve Cozlncr 1 S/nff 

TE 
IAL IMPACT 

Bill B 

Drafting Number: LIS  04-03 10 
Prime Sponsor(s): Rep White 

Date: December 26, 2003 
Bill Status: Interim Committee on Fiscal 

Restraints 
Fiscal Analyst: Lon Engelking (303-866-475 1) 

TITLE: SUBMITTING TO THE REGISTERED ELECTORS OF THE STATE OF COLORADO 
THE PROPOSAL FOR THE HOLDING OF A CONSTITUTIONAL CONVENTION TO 
REVISE, ALTER, AND AMEND SECTION 17 OF ARTICLE IX AND SECTIONS 3,3 5, 
AND 20 OF ARTICLE X OF THE CONSTITUTION OF THE STATE OF COLORADO, 
WITH ANY REFERRED MEASURE FROM THE CONVENTION REQUIRING THE 
VOTE OF TWO-THIRDS OF THE DELEGATES THERETO. 

Fiscal Impact Summary 1 FY 2004t2005 
I 

Effective Date: Upon approval of the voters at the November, 2004 general election 

Appropriation Summary for FY 200412005: None required 
7 

Local Government Impact: None 

* Future expenditures will be t ~ e d  to the enabling legislation enacted in the 2005 session call~ng for 
the convention and outlin~ng the starting date, delegate pay, and fix~ng of other necessary expenses 

FY 2005t2006 

State Revenues 
General Fund 

State Expenditures 
General Fund 

FTE Position Change 

Summary of Legislation 

This concurrent resolution submits a question to the voters at the November, 2004 general 
election calling for a constitutional convention. The purpose of the convention would be to revise, 
alter, and amend Article IX Section 17 (referred to as Amendment 23 - Education Funding); and 
Article X Section 3 (Gallagher Amendment), Section 3.5 (Senior Homestead Exemption), and 
Section 20 (TABOR) of the Colorado Constitution. 

1 Other State Impact: None 

Future Expenditures * 

The resolution specifies that any referred measure from the convention would require the vote 
of 213 of the delegates of the convention. The general assembly would enact enabling legislation 
during the 2005 regular session calling for the constitutional convention and fixing its expenses. 

0.0 FTE 0.0 FTE 



Backgromd -- Constitutional Convention 

Colorado's constitution was established by a convention of 39 delegates that converted in 
December, 1875 and concluded approximately three months later. Following approval of the 
constitution by Colorado voters, President Ulysses S. Grant signed documents making Colorado the 
thirty-eighth state The Colorado Constitution includes provisions by which the general assembly may 
recommend convening a constitutional convention (Article XIX, Section 1). To date, no conventions 
to amend the constitution have been called, although at least three attempts were made in the early 
1900s 

Authority of the General Assembly. The process for calling a state constitutional convention 
is established in Article XlX, Section 1 of the Colorado Constitution. Authority to call a convention 
rests with the general assembly, as the constitution does not provide a mechanism for a convention 
to be called through the initiative process. The first step in the process requires the general assembly, 
by a two-thirds vote of each chamber, to place a referendum on whether to hold a canstitutional 
convention on the ballot at the next general election. 

Election provisions. Voters would elect convention members by Senate district. Because 
the constitution requires that the convention take place "within three months of such election," a 
referendum on a convention could also include candidates for convention membership Within the 
parameters set forth in Article XIX, Section 1, specific provisions for the election of convention 
members could be determined by the general assembly as it considered a referendum on a convention. 
If a referendum were approved and members elected at a November election, a convention could 
convene by February If convention members were not elected at the same time that a referendum 
was passed, authority and provisions for calling a special election would be considered by the general 
assembly. 

Convention membership. The constitution specifies that the number of members elected to 
the convention would be twice the number of Senate members. Seventy convention members -two 
from each Senate district -would be elected "in the same manner, at the same places, and in the 
same [Senate] districts," and would have to meet qualifications identical to those of Senate members: 
at least 25 years of age, a United States citizen, and a resident of the district for at least the prior year. 
The constitution provides that any vacancies in convention membership would be filled in the same 
manner as vacancies in the general assembly. 

State Expenditures 

Any hture expenditures of a constitutional convention would be tied to the enabling 
legislation that would be enacted during the 2005 legislative session calling for the convening date 
of the convention, election of delegates, compensation of delegates, and other necessary expenses. 



Bill B 

Election Expenditure Impacts (For Informational Purposes Only) 

The bill contains a question to be referred to voters at the 2004 general election This 
question will be published in newspapers and an analysis of the measure will be included in the Blue 
Book mailed to all registered voter households prior to the election. Under current law, costs for 
these functions will be paid through a General Fund line item in the Long Appropriations Bill. 

The estimated 2004 general election costs for the Blue Book are outlined in 
Table 1. 

Table 1. Estimated Costs of Producing the 2004 Blue Book 
L and Distributing to all Rekstered Voter Households 

11 Translation 

Printing 
Postage 

$275,000 

$275,000 

(Estimated Expense Per Issue I $188,167 11 

Newspaper Publication (English & Spanish) 

Total Expenses (for estimated 12 issues) 

Local Government Impact 

$1,600,000 

$2,162,000 

There would be no direct fiscal impact to local government as a result of this concurrent 
resolution. However, any resulting changes to the constitution could have future impact. 

State Appropriations 

No appropriations would be required for FY 2003104 to place this resolution on the 2004 
general election ballot. Future appropriations will be tied to enabling legislation enacted during the 
2005 legislative session. 

Departments Contacted 

Office of Legislative Legal Services Legislative Council 



Bill C 

S E N A T E  S P O N S O R S H I P  
H i l l m a n  

HOUSE S P O N S O R S H I P  
N o n e  

S E N A T E  C O N C U R R E N T  RESOLUTION 

SUBMITTING TO TIIE REGISTERED ELECTORS O F  THE STATE O F  COLORADO 

AMENDMENTS T O  SECTION 17 O F  ARTICLE M AND SECTION 20 O F  

ARTICLE X O F  TIIE CONSTITUTION O F  THE STATE O F  COLORADO, 

CONCERNING THE HARMONIZATION O F  THE REQUIREMENTS O F  

SECTION 20 OFARTICLEX(TABOR)AND SECTION  OFAR ARTICLE 

M (AMENDMENT 23), AND, IN CONNECTION THEREWITH, 

SUSPENDING THE REQUIRED ONE PERCENT SPENDING INCREASE 

IN CERTAIN STATE EDUCATION FUNDING IN YEARS WHEN THE 

TABOR REVENUE LIMIT IS NOT MET, CREATING THE STATE 

RAINY DAY FUND CONSISTING O F  A PORTION O F  EXCESS TABOR 

REVENUESAND OTHER MONEYS APPROPRIATED BY THE GENERAL 

ASSEMBLY, AUTHORIZINGTHE GENERAL ASSEMBLY T O  TRANSFER 

A LIMITED AMOUNT O F  MONEYS FROM THE RAINY DAY FUND TO 

THE GENERAL FUND BY A TWO-THIRDS VOTE, AUTHORIZING THE 

GOVERNOR T O  SPEND A LIMITED AMOUNT O F  MONEYS IN THE 

RAINYDAY FUND IN A DISASTEREMERGENCY,AND REDUCING THE 

"RATCHET" EFFECT O F  TABOR BY THE AMOUNT DEPOSITED IN 

THE STATE EDUCATION FUND AND AS\' AMOUSI' 'rR\SSFEIIRI.:I) 

FROM THE RAINY DAY FUND. 

R e s o l u t i o n  S u m m a r y  

(Vote: This suinmary applies to this resolution as i~itro~/uccd rriitl 
does not necessarily reflect any ainen~ln~ents that m"c. he .suh.veqr~ent~~~ 
adopted.) 

I n t e r i m  Committee on F i s c a l  R e s t r a i n t s .  Arncnds ccrlain 
provisions of the state constitution: 
Section 17 of articlc Irj filme17dment 23): 

Suspends the requirements to increase statcwide base per pupil 
fundlng for public education and total state funding for 
categorical programs by an additional one percentage point abo\,e 
inflation for 10 consecutive fiscal years for any fiscal year in 
which state fiscal year spending does not increase by the 
maximum amount permitted by the taxpayer's bill of rights 
( T A B O R ) .  

If the suspension is triggered, extends the required one percentage 
point increase by an additional year to ensure that the requircmen~ 
applies for a total of 10 fiscal years. 
Changes the criterion for suspending the requirement to incrcasc 
the total general fund appropriation for total program under thc 
school finance act (maintenance of effort) from personal income 
growth to the TABOR limit. 

Section 20 of article X (TABOR): 
Creates the state rainy day fund. Eliminates the requirement that 
the statemaintain an emergency reserve. 
Allocates to the state rainy day fund a specified portion of excess 
state TABOR revenues. States that the amount of excess statc 
TABOR revenues deposited in the fund does not count as state 
fiscal year spending. Authorizes the general assembly 10 

appropriate additional monevs to thc fund  thin thc T A B O R  
limit. Sets a lnaximuln balancc for 111c fund. 
Authorizes the general assembly. by a vow of 213 of both houscs. 
to transfer a limited amount of moneys from the state rainy day 
fund to the general fund in any fiscal year in which the amount of 
state fiscal year spending plus the amount deposited in the state 
education fund is less than the TABOR limit. 



Authorizes the governor to expend a limited amount of moneys 
from the state rainy day fund in a declared disaster emergency. 
Requires moneys expended by the governor to be repaid to the 
fund within 2 years. 
In any fiscal year in which state fiscal vear spending is less than 
the TABOR limit, adds the amount deposited in the state 
education fund to state fiscal year spending for purposes of 
calculating the maximum increase in state fiscal year spendlng 
for the next fiscal year. 
Requires accrual accounting of TABOR revenues. 

Be It Resolved by the Senate of the Srxty-fourth Generalilssembly of the 

State of Colorado, the House ofRepresentatlves concurrrng herern. 

SECTION 1. At the next election at which such question may be 

submitted, there shall be submitted to the registered electors of the state of 

Colorado, for their approval or rejection, the following amendment to the 

I constitution of the state of Colorado, to wit: 
W 
0 
I Section 17 (1) and X5) of article IX of the constitution of the state of 

Colorado are amended to read: 

Section 17. Education - Funding. (1) Purpose. (a) (I) EXCEPT AS 

PROVIDED IN PARAGRAPH (b) OFTHIS SUBSECTION (I), STARTING in State fiscal 

year 2001-2002 0 FOR A PERIOD O F  TEN 

CONSECUTIVE STATE FISCAL YEARS, the statewide base per pupil hndmg, as 

defined by the Public School Finance Act of 1994, article 54 of title 22, 

Colorado Revised Statutes on the effective date of this section, for public 

education from preschool through the twelfth grade and total state hnding for 

all categorical programs shall grow annually at least by the rate of inflation 

plus an additional one percentage po~nt 

!?. - - (11) UPON 

0 COMPLETION OF THE TEN-YEAR PERIOD DESCRIBED IN SUBPARAGRAPH (I) OF 

THIS I'AR.4GRAPIf (a) OR AS EXTEYDED BY PARAGR.APH (b) OF THIS SI 'BSEC'I'IOS 

(I) ,  FOR E:ICH ST.\TE FISC.4L YEAR THEREAFTER: tllc statcwide base per pupil 

funding for public education from preschool through the twelfth grade and total 

state funding for all categorical programs shall grow annuall! at a rate sct b!- 

the general assembly that is at least equal to the rate of inflation. 

(b) Irj ANY FISCIZL YEAR IS WHICI-I ST.4TE 1:ISCAI. YE,AR SPI<Sl)lY(i I)OI'S 

NOT INCREASE BY T I E  M.LYILII.31 AM01 Y T  l'ISIIl~ITTI3) HY ,111 fICI I:  X. SI.C'fIO\ 

20, SUBSECTIOK (7), PARAGII.II'H (a) 01: TI IF. C01.011:11)0 COSS'I'I'I'I "I'IOT. 1'1 11. 

REQUIREMENT THAT THE Sl"ATEWII>E BASE PER PUPIL I:I.YDIN(i FOII PI'I31.1C 

EDUCATION FROM PRESCHOOL THROUGH THE TWELFTH GRADE AND TOTAL 

STATE FUNDING FOR ALL CATEGORICAL PROGRAMS GROW BY AN ADDITIONAL 

ONE PERCENTAGE POINT SPECIFIED IN SUBPARAGRAPH (1) OF PARAGRAPH (a) OF 

THIS SUBSECTION (1) SHALL BE SUSPENDED FOR THE SUBSEQUENT STIZTE 

FISCAL YEAR. FOR EACH ST.4TE FISCAL YEAR IN WHICH THE ONE PERCENT.\GF. 

POINT INCREASE REQUIREMENT IS SUSPENDED. TIIE TEN-YEAR PEIIIOD 

DESCRIBED IN SUBPARAGRAPH (I) OF PARAGRAPH (a) OF THIS SUBSECTIOS (1) 

SHALL BE EXTENDED BY ONE YEAR TO ENSURE THAT THE ONE I'ERCENThGl< 

POINT INCREASE REQUIREMENT APPLIES TO AN AGGREGATE RATHER THAN 2 1  

CONSECUTIVE TOTAL OF TEN STATE FISCAL YEARS. 

(5) Maintenance of Effort. Monies appropriated from the sikie 

education h n d  shall not be used to supplant the levcl of general fuiid 

appropriations existing on the effective date of this scction for total program 

education funding under the Public School Financc Act of 1994. article 54 of 

title 22, Colorado Revised Statutes, and for categorical programs as deEined,in 

subsection (2) ofthis section. In state fiscal year 200 1-2002 through state fiscd 

year 2010-2011, the general assembty shall, at a minimum, annually increase 



the general fund appropriation for total program under the "Public School 

Finance Act of 1994," or any successor act, by an amount not below five 

percent of the prior year general fund appropriation for total program under the 

"Public School Finance Act of 1994," or any successor act. This general fund 

growth requirement shall not apply in any fiscal year in which € e h m b  

STATE FISCAL YEAR SPENDING DOES NOT INCREASE BY 

THE MAXIMC'M AMOUNT PERMITTED BY ARTICLE X, SECTION 20, SUBSECTION 

(7), PARAGRAPH (a) OF THE COLORADOCONSTITUTION. 

Section 20 (2) (e), (3,(7) (a), and (7) (d) ofarticle X of the constitution 

of the state of Colorado are amended to read: 

Section 20. The Taxpayer's Bill of Rights. (2) Term definitions. 

I Within this section: 
LJ-
I (e) "Fiscal year spending" means all district expenditures and reserve 

increases except, as to both, those for refunds made in the current or next fiscal 

year or those from gifts, federal funds, collections for another government, 

pension contributions by employees and pension fund earnings, reserve 

transfers or expenditures, damage awards, or property sales. FORPURPOSES OF 

THIS PARAGRAPH (e), "RESERVE INCREASES" SHALL NOT INCLUDE EXCESS 

FISCAL YEAR SPENDING DEPOSITED IN THE STATE RAINY DAY FUND PURSUANT 

TO SECTION 21 OF THIS ARTICLE BUT SHALL INCLUDE ANY MONEYS 

APPROPRIATED TO THE FUND BY THE GENERAL ASSEMBLY. "RESERVE 

TRANSFERS OR EXPENDITURES" SHALL NOT INCLUDE MONEYS TRANSFERRED 

FROM THE FUND BY THE GENERAL ASSEMBLY PURSUANT TO SECTION 2 1 OF 

-- THIS ARTICLE. 

C3 

(5) Emcrgcncy resenres. To use for dcclarcd cincrgcncics onl!.. cach 

district OTHER TH.4N THE ST.ITI:. shall resen.e for 1993 1% or more. for 1994 

2% or more, and for all later years 3% or more of its fiscal year spending 

excluding bonded debt service. Unused reserves apply to the next year's 

reserve. 

(7) Spending limits. (a) (i) The maximum annual percentage change 

in state fiscal year spending equals inflation plus the percentage change in statc 

population in the prior calendar year. adjusted for revenue changcs appro\cd 

by voters after 1991. Population shall be determined by annual federal census 

estimates and such number shall be adjusted every decade to match the fcdcral 

census. 

(ii) IN ANY FISCAL YEAR IN WHICH THE AMOUNT OF STATE FISCAL YE1111 

SPENDING IS LESS THAN THE LIMIT SET BY THIS PARAGRAPH (a). THE AblOl S T  

DEPOSITED IN THE STATE EDGCATION F I N D  CRE.4TET) IN SECTIOX 17 (4) (a)0 1 :  

ARTICLE IX OF THIS CONSTITIJTION SHALL BE ADDED 'I'O 'TI 11: ;IMOI ~S'1'01:S'I'.11'1~ 

FISCAL YEAR SPENDING FOR PURPOSES OF Ci\L.CIILrYfIXti 'THE I\.I..L\(lhll'.\l 

CHANGE IN STATE FISCAL YEAR SPENDING FOR THE FOLLOWING FISCAL YEAR. 

(d) EXCEPTAS PROVIDED BY SECTION 2 1 OF THIS ARTICLE, if revenue 

from sources not excluded from fiscal year spending exceeds these limits in 

dollars for that fiscal year, the excess shall be refunded in the next fiscal year 

unless voters approve a revenue changc as an offset. Initial district bases are 

current fiscal year spending and 1991 property tax collected in 1992. 

Qualification or disqualification as an enterprise shall change district bascs and 

future year limits. Future creation of district bondcd dcbt shall incrcasc. arid 

retiring or refinancing district bonded debt shall lower. fiscal year spending and 

property tax revenue by the annual debt service so funded. Debt service 



changes. reduc t ions ,  (1) and (3) (c) refunds,  and voter-approved revenue 

changes are d o l l a r  amounts that are exceptions to. and not part of. any district 

base .  Voter-approved revenue changes do not require a tax rate change FOR 

PURPOSES OF THIS PARAGRAPH (d), THE AMOUNT OF REVENUE FROM SOURCES 

NOT EXCLUDED FROM FISCAL YEAR SPENDING SHALL BE DETERMINED USING 

THE ACCRUAL METHOD OF ACCOUNTING 

Article X of the constitution of the state of C o l o r a d o  is amended BY 

THE ADDITION OF A NEW SECTION to read: 

Section 21. State rainy day fund. (1) THESTATE RAINY DAY FUND 

IS HEREBY CREATED IN THE STATE TREASURY. THEFUND SHALL CONTAIN 

MONEYS APPROPRIATED TO THE FUND BY THE GENERAL ASSEMBLY AND 

MONEYS DEPOSITED IN THE FUND PURSUANT TO THIS SECTION, SUBJECT TO A 

I 
W 
u 
I 

MAXIMUM BALANCE OF THE FUND OF TEN PERCENT OF THE MAXIMUM AMOUNT 

OF STATE FISCAL YEAR SPENDING PERMITTED BY SECTION 20 (7) (a) OF THIS 

ARTICLE FOR THE MOST RECENT FISCAL YEAR. INANY FISCAL YEAR IN WHICH 

STATE REVENUE FROM SOURCES NOT EXCLUDED FROM FISCAL YEAR SPENDING 

EXCEEDS THE LIMITS SET BY SECTION 20 (7) (a) OF THIS ARTICLE, ONE-HALF OF 

THE FIRST TWO HUNDRED MILLION DOLLARS OF THE EXCESS SHALL BE 

DEPOSITED IN THE FUND. 

(2) INTEREST AND INCOME EARNED ON THE DEPOSIT AND INVESTMENT 

OF MONEYS IN THE STATE RAINY DAY FUND SHALL BE CREDITED TO THE FUND, 

NOTWITHSTANDING THE MAXIMUM BALANCE OF THE FUND INDICATED IN 

SUBSECTION (1) OF THIS SECTION, AND SHALL REMAIN IN THE FUND UNLESS 

TRANSFERRED OR EXPENDED FROM THE FUND IN ACCORDANCE WITH 

-- SUBSECTION (3) OR (4)  OF THIS SECTION 

C3 

(3)  IN .4NY FISCAL YEAR IN b W C H  THE AMOLYf OF ST.\TE FISCAL YEAR 

SPENDING PLUS T I E  AMOUST OF REV13L1ES 1)EPOSITEII IN TbIE S'I'A'I'E 

EDUCATION FWiD CREATED IN SECTION 17 (4) (a) 01' .\RTICI,E 1 X  01: THIS 

CONSTITUTION IS LESS THAN THE LlMlTS SET BY SECTION 20 (7)  (a) OF THlS 

ARTICLE, THE GENERAL ASSEMBLY MAY, BY .4 VOTE OF TWO-THIKDS OF THE 

MEMBERS OF BOTH HOUSES, TRANSFER MONEYS FROM THE ST.4.E RAINY DAY 

FUND TO THE GENERAL FUND. THEGENEKAL ASSE\fBI.Y I\I,\Y TK.\SSI:I:I< YO 

MORE THAN ONE-THIRD O F  THE BALANCE 01' '1'111~IT XI1 IS .\SY IiISC.\I, l'I..\I(. 

EXCEPT THAT, IF THE GENERAL .4SSEMBLY TK4NSFI;RKED MOXl<YSt'IlOll 'l 'IHI< 

FUND IN THE PREVIOUS FISCAL YEAR, IT MAY TRANSFER NO MOIllS TII.4S 

ONE-HALF OF THE BALANCE OF THE FUND IN THE CURRENT FISCAL YEAK. IN NO 

EVENT SHALL THE TRANSFER OF MONEYS FROM THE FUND CAUSE STATE FISCAL 

YEAR SPENDING TO EXCEED THE LIMITS SET BY SECTION 20 (7) (a) OF THlS 

ARTICLE. 

(4) UPON DECLARING A DISASTER EMERGENCY IN THE MASSER 

PROVIDED BY LAW, THEGOVERNOR MAY EXPEND MONEYS Ih' THE STATE KAINY 

DAY FUND IN AN AMOUNT NOT TO EXCEED THREE PERCENT OF STATE FISCAL 

YEAR SPENDING FOR THE CURRENT FISCAL YEAR. ANY MONEYS EXPENDED 

PURSUANT TO THIS SUBSECTION (4) IN ANY FISCAL YEAR SHALL BE REPAIDTO 

THE. FUND WITHIN TWO FISCAL YEARS. 

SECTION2. Each e lec tor  voting at said e lec t ion  and desirous of  v o t i n g  

for or against s a i d  amendment s h a l l  cast a vote as prov ided  by l a w  either "Yp" 

or "No" on the propos i t ion :  "AMENIIMENTSTO SECTIOS 1 7 OI:.-\ICIW . I <  1 X  ;\st) 

SECTION 20 OF ARTICLE X OF T I E  CONS1'I'~I,'1'ION 01:'I'I IF. ST.-\'I'Ir01: COI .OI14)0.  

CONCERNING THE HARMONIZATION 01: THE REQUIREMENTS OF SEC7'ION 20 OF 

ARTICLE X ( T A B O R )  AND SECTION 17OF ARTICLE 1 X  (AMENDMENT 23).  AS?, 



IN CONNECTION THEREWITH, SUSPENDING THE REQUIRED ONE PERCENT 

SPENDING INCREASE IN CERTAIN STATE EDUCATION FUNDING IN YEARS WHEN 

THE TABOR REVENUE LIMIT IS NOT MET, CREATING THE STATE RAINY DAY 

FUND CONSISTING OF A PORTION OF EXCESS TABOR REVENUES AND OTHER 

MONEYS APPROPRIATED BY THE GENERAL ASSEMBLY, AUTHORIZING THE 

GENERAL ASSEMBLY TO TRANSFER A LIMITED AMOUNT OF MONEYS FROM THE 

RAINY DAY FUND TO THE GENERAL FUND BY A TWO-THIRDS VOTE, 

AUTHORIZING THE GOVERNOR TO SPEND A LIMITED AMOUNT OF MONEYS IN 

THE RAINY DAY FUND IN A DISASTER EMERGENCY, AND REDUCING THE 

"RATCHET" EFFECT OF TABOR BY THE AMOUNT DEPOSITED IN THE STATE 

EDUCATION FUND AND ANY AMOUNT TRANSFERRED FROM THE RAINY DAY 

FUND. " 

I 
W 

SECTION 3. The votes cast for the adoption or rejection of said 
W 

I amendment shall be canvassed and the result determined in the manner 

provided by law for the canvassing of votes for representatives in Congress, 

and if a majority of the electors voting on the question shall have voted "Yes", 

the said amendment shall become a part of the state constitution. 



Bill C 

Drafting Number: LLS 04-03 12 Date: Januarq 10. 2004 
Prime Sponsor(s): Sen H~llman Bill Status: Inter~ni Cornmlttec on Fiscal 

Restraints 
Fiscal Analyst: Lon Engelking (303-866-475 1) 

TITLE: SUBMITTING TO THE REGISTERED ELECTORS OF THE STATE OF COLORADO 
AMENDMENTS TO SECTION 17 OF ARTICLE IX AND SECTION 20 OF ARTICLE 
X OF THE CONSTITUTION OF THE STATE OF COLORADO, CONCERNING THE 
HARMONIZATION OF THE REQUIREMENTS OF SECTION 20 OF ARTICLE X 
(TABOR) AND SECTION 17 OF ARTICLE IX (AMENDMENT 23), AND, IN 
CONNECTION THEREWITH, SUSPENDING THE REQUIRED ONE PERCENT 
SPENDING INCREASE IN CERTAIN STATE EDUCATION FUNDING IN YEARS 
WHEN THE TABOR REVENUE LIMIT IS NOT MET, CREATING THE STATE RAINY 
DAY FUND CONSISTING OF A PORTION OF EXCESS TABOR REVENUES AND 
OTHER MONEYS APPROPRIATED BY THE GENERAL ASSEMBLY, AUTHORIZING 
THE GENERAL ASSEMBLY TO TRANSFER A LIMITED AMOUNT OF MONEYS 
FROM THE RAINY DAY FUND TO THE GENERAL FUND BY A TWO-THIRDS 
VOTE, AUTHORIZING THE GOVERNOR TO SPEND A LIMITED AMOUNT OF 
MONEYS IN THE RAINY DAY FUND IN A DISASTER EMERGENCY, AND 
REDUCING THE "RATCHET" EFFECT OF TABOR BY THE AMOUNT DEPOSITED 
IN THE STATE EDUCATION FUND AND ANY AMOUNT TRANSFERRED FROM 
THE RAINY DAY FUND 

I Fiscal Impact Summary I FY 2004/2005 

11 FTE Position Change I 0.0 FTE I 0.0 FTE 

FY 2005l2006 

State Revenues 
General Fund 

Rainy Day Fund 

State Expenditures 
General Fund 

11 Effective Date: Upon approval of the voters after the 2004 general election. 

$19,600,000 

Other State Impact: 
Impact to existing TABOR refund mechanisms 

11 Local Government Impact: None 

$100,000,000 

Funds Diverted to Rainy Day Fund 
Decreasing Refunds to Taxpayers 

($1 9,600.000) 

- - 

($100.000.000) 



Summary of Legislation 

This senate concurrent resolution, adopted by the Interim Committee on Fiscal Restraints, 
submits several proposed amendments to the State Constitution at the 2004 general election as 
follows: 

Section 17 of Article IX (Amendment 23). . 	 Suspends the requirement for an additional 1 percent increase of base per 
pupil hnding for statewide categorical public education programs in any year 
that revenues fall below the maximum amount permitted under the Taxpayer's 
Bill of Rights (TABOR), . 	 If the suspension is triggered, extends the requirement for an additional 1 
percent by a year so that the additional 1 percent applies for 10 years, and . 	 The index used to suspend the requirement to increase the total General Fund 
appropriation for total program would change from personal income growth 
to the TABOR growth limit factor. 

Section 20 of Article X (TABOR). 

. 

. Creates a state Rainy Day Fund capped at 10 percent ofthe TABOR revenue 
limit, . Eliminates the emergency reserve; 
Credits the Rainy Day Fund by 112 of the first $200 million of TABOR 
surplus in each fiscal year; . Additional appropriations to the h n d  would be counted under the TABOR 
limitation, . 	 Funds may be accessed by a 213 vote of the members of both houses of the 
General Assembly when revenue, including amounts required to be deposited 
into the State Education Fund, is less than the amount permitted under 
TABOR, . 	 Allows the h n d  to be used by the Governor for disaster emergencies not to 
exceed 3 percent of state fiscal year spending - to be repaid within 2 years; . 	 In years when revenue is below the maximum TABOR limitation, amounts 
deposited in the State Education Fund are added to TABOR spending for the 
calculation for the next fiscal year; and . 	 Requires accrual accounting of TABOR revenues. 

State Revenues 

The concurrent resolution suspends the requirement for an additi-onal 1 percent increase of 
base per pupil hnding for statewide categorical public education programs in any year that revenues 
fall below the maximum amount permitted under the Taxpayer's Bill of Rights (TABOR). The 
Legislative Council Staffs December 2003 Forecast estimates that revenue for the next 5 fiscal years, 
beginning with FY 2004-05, will be above the TABOR limitation. Therefore, these provisions would 
not have a fiscal impact during the forecast period. 
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However, there would be a fiscal impact of the resolution as a result of amendments to the 
TABOR section The creation of the Rainy Day Fund and the use of excess revenues above the 
TABOR limitation has several implications One-half of the first $200 million of excess revenues 
would be used to fund the Rainy Day Fund, thereby decreasing the amount of refunds to taxpayers 
Table 1 shows the yearly transfer of moneys to the Rainy Day Fund and the resulting decrease of 
TABOR refunds. 

Table 1. Transfer of Excess Revenues to Rainy Daj Fund 
(Dolliirs in millions) 

FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 FY 2008-09 

$19 6 $100 0 $100 0 $100 0 $100 0 

Table 2 shows the projected impact to the various refund mechanism currently in place. I t  
should be noted that most of the mechanisms under current law are not forecasted to be triggered 
arzd used to refund revenue during the next 5fiscal years. It shozrld also be noted that revenue is 
refunded in the year following the year in which it is collected. 

Table 2. Impact on Current Refund Mechanisms 
(Dollars in millions) 

FY 2005-06 FY 2006-07 FY 2007-08 FY 2008-09 FY 2009-2010 

HB 0 1 -1 3 13 Foster Care Issues ($0.2) ($0.2) 

HB 99-1 3 1 1 Business Personal 
Property 

($140.0) ($145.0) 

HB 99-1237 Capital Gains ($5 1.2) 

HB 00- 1063 Rural Health 
Providers (ends after FY 2007) 

HB 00-135 1 Child Care Credit ($28.3) 

HB 01 -108 1 Research and 
Development 

($15.2) 

HE3 00-1227 Lower Motor 
Vehicle Fees 

($41.1) 

Sales Tax Refund (1619.6) ($100.0) $36.2 $40.2 $45.2 



State Expenditures 

The resolution does not directly impact state expenditures Rather, it allows the state to divert 
moneys to the Rainy Day Fund that would otherwise have been refunded to taxpayers The state 
would be allowed to expend these funds during disaster emergencies. 

Election Expenditure Impacts (For Informational Purposes Only) 

The bill contains a question to be referred to voters at the 2004 general election. This 
question will be published in newspapers and an analysis of the measure will be included in the Blue 
Book mailed to all registered voter households prior to the election. Under current law, costs for 
these functions will be paid through a General Fund line item in the Long Appropriations Bill. 

The estimated 2004 general election costs for the Blue Book are outlined in 
Table 3 .  

I 

Table 3. Estimated Costs of Producing the 2004 Blue Baok and 
d V o t e r s  

Postage $275,000 

Total Expenses (for estimated 12 issues) $2,162,000 

1 Estimated Expense Per Issue I $188,1671 

Local Government Impact 

There would be no impact to local governments during the current forecast period. 

State Appropriations 

No appropriations would be necessary to implement the resolution 

Departments Contacted 

Legislative Council Staff 
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H O U S E  S P O N S O R S H I P  

R o m a n o f f  

S E N A T E  S P O N S O R S H I P  

N o n e  

H O U S E  C O N C U R R E N T  R E S O L U T I O N  

SUBMITTING TO THE REGISTERED ELECTORS OF THE STATE OF COLORADO 

AMENDMENTS TO SECTION 17 (1) OF ARTICLE M AND SECTION 20 OF 

ARTICLE X OF THE CONSTITUTION OF THE STATE OF COLORADO, 

CONCERNING THE STABILIZATION OF GOVERNMENT REVENUES, AND, 

IN CONNECTION THEREWITH, SUSPENDING THE REQUIRED ONE 

PERCENT INCREASE IN CERTAIN STATE EDUCATION FUNDING DURING 

AN ECONOMIC DOWNTURN, REQUIRING FISCAL YEAR SPENDING 

LIMITS FOR STATE AND LOCAL DISTRICTS TO BE CALCULATED BASED 

UPON PRIOR FISCAL YEAR SPENDING LIMITS, WITH ADJUSTMENTS 

FOR INFLATION AND GROWTH, WITHOUT BEING SUBJECT TO 

REDUCTION DUE TO DECLINES IN REVENUES,AND ALLOWING LOCAL 

DISTRICTS TO SEEK VOTER APPROVAL TO IMPOSE A FLUCTUATING 

MILL LEVY FORA SPECIFIEDPERIOD IN ORDER TO ALLOW THE LOCAL 

DISTRICT TO COLLECT PROPERTY TAX REVENUES NOT TO EXCEED 

THE AMOUNT OF SUCH REVENUES COLLECTED IN THE PRIOR YEAR, 

AS ADJUSTED FOR INFLATION AND LOCAL GROWTH. 

Resolution S u m m a r y  

(Note: This summary applies to this resolution as introduced and does 
not necessarily reflect any amendments that may be subsequently adopted.) 

I n t e r i m  C o m m i t t e e  on Fisca l  Res t ra in ts .  Amends certain provisions 
of the state constitution as follows: 
Section 17 (1) ofArticle IX' (Amendment 23): 

Suspends the requirement that thc statewide base per pupil 
finding level and the total state funding for catcgorical programs 
increase by an additional one percentage point for 10 consccutke 
state fiscal years if, based on a coinparativc summan prepared b! 
the state controller in January of each year. gencral fund rcxnucs 
grew by less than inflation betwcen the 2 prc\.ious calendar !cars. 
If the suspension is triggered. extcnds the period of the rcquired 
one percentage point increase in order to ensure that the onc 
percentage point increase requirement applies for a total of 10 
state fiscal years. 

Section 20 ofArticle X (TABOR): 
Requires spending limits for state and local district fiscal ycars 
that commence on or after July 1, 2001, to be calculated based 
upon prior fiscal year spending limits, with adjustments for 
inflation and growth, without being subject to reduction due to 
declines in revenues. 
Allows local districts to seek voter approval to impose a 
fluctuating mill levy for a specified period in order to allow thc 
local district to collect an amount of property tax revenue in a 
calendar year not to exceed the amount of property tax revenue 
collected in the prior calendar year, as adjusted for inflation in thc 
prior calendar year plus local growth. 

Be It Resolved by the House of Representatives of the Sixty-fourth 

General Assembly of the State of Colorado, the Senate concurring herein: 

S E C T I O N  1. At the next election at which such question may be 

submitted, there shall be submitted to the registered electors of the statc of 

Colorado, for their approval or rejection. the following amendments to thc 

constitution of the state of Colorado, to wit: 

Section 17 (1) of article IX of the constitution of the state of Colorado 

is amended to read: 

Sec t i on  17. E d u c a t i o n  - Fund ing .  (1) Purpose. (a) (I) EXCEPT AS 

PROVIDED IN PARAGRAPH (b) OF THIS SUBSECTION (I), STARTING in State fiscal 



CONSECUTIVE STATE FISCAL YEARS. the statewide base per pupil funding, as 

defined by the Publlc School Finance Act of 1994, article 54 of title 2 2 ,  

Colorado Revlsed Statutes on the effective date of this section, for public 

education from preschool through the twelfth grade and total state funding for 

all categor~calprograms shall groR annually at least by the rate of lnflatlon 

plus an addit~onalone percentage point 

NEXT PRECEDING CALENDAR YEAR WAS LESS THAN IKFLATION FOR THE PRIOR 

CALENDAR YEAR; THE REQUIREMENT TH:\T THE STATEWIDE BASE PER PUPIL 

FINDING, .AS DEFINED BY THE P L ~ I C  ACT 01-1991. .AR'I'ICI.I<SCIIOOI, FIN;\SCII 

51 OF '1'1TL.E 22. COI,ORADORL\:ISED ~ ~ ' A T I ' T E s .O N  DI<CI<IL13EII28. 20()O. I .OK 

1'L1BL1C E D - 0 1 0 P R S H O O .  ' 1 1 1 1 0 ' 1  I'III' l l . l l l  I I I \ X I )  

' A 1  S A T 1  F 1 1 0 1  1 1 C 1 < 0 1 1 1  1 0 I I I ' \ \  

ADDITION.-\L. OSE PERCliS'l':\(iE POIST SI'I<CIFIEl) IS SI'Ul'.\lI.\(iK.\l'll ( I )  0 1 '  

(11) 1UPON PARAGRAPH (a) OF THIS SUBSECTlON (1) SHALL BI3 SI;SPENDED FOR 'll11.. S'T:\'TE 

COMPLETION OF THE TEN-YEAR PERIOD DESCRIBED IN SUBPARAGRAPH (I) OF 

THIS PARAGRAPH (a) OR AS EXTENDED BY SUBPARAGRAPH (11) OF PARAGRAPH 

(b) OF THIS SUBSECTION (I), FOR EACH STATE FISCAL YEAR THEREAFTER, the 

statewide base per pup11fundlng for publ~ceducation from preschool through 

I the twelfth grade and total state fund~ngfor all categoncal programs shall grow 
P 
0 annually at a rate set by the general assembly that is at least equal to the rate 
I 

of lnflatlon 

(b) (I) BY JANUARY2 0 ,  2 0 0 5 ,  AND BY JANUARY20 O F  EACH YEAR 

THEREAlTER UNTIL THE TEN-YEAR PERIOD DESCRIBED IN SUBPARAGRAPH (I) 

O F  PARAGRAPH (a) O F  THIS SUBSECTION ( 1 )  OR AS EXTENDED BY 

SUBPARAGRAPH (11) OF THIS PARAGRAPH (b)EXPIRES, THE STATE CONTROLLER 

SHALL PREPARE A COMPARATIVE SUMMARY OF GENERAL F W D  REVENUES 

COLLECTED ON A CASH BASIS BY THE STATE IN EACH O F  THE PRIOR TWO 

CALENDAR YEARS 

(11) IF THE COMPARATIVE SUMMARY PREPARED BY THE STATE 

CONTROLLER SHOWS THAT THE PERCENTAGE CHANGE IN GENERAL FUND 

P. 
REVENUES COLLECTED BY THE STATE IN THE PRIOR CALENDAR YEAR AS 

--
COMPARED TO GENERAL FUND REVENUES COLLECTED BY THE STATE IN THE u 

FISCAL YEAR THAT COMMENCES IN THE CALENDAR YEAR IN WI-IICI1 THE 

COMPARISON SUMMARY WAS PREPARED. FOREACH STATE FISCAL. YEAR Ilr; 

WHICH THE ONE PERCENTAGE POINT INCREASE REQUIREMENT IS SUSPENDED, 

THE TEN-YEAR PERIOD DESCRIBED IN SUBPARAGRAPH (I) OF PARAGRAPH (a)OF 

THIS SUBSECTION (1) SHALL BE EXTENDED BY OKE YE.AR TO ENSURE THAI' TIIE 

ONE PERCENTAGE POINT INCREASE REQUIREMENT APPLIES FOR AN AGGREGIVI'E 

RATHER THAN A CONSECUTIVE TOTAL OF TEN STATE FISCAL YEARS. 

Section 20 (7) (a) and (7) (b) of article X of the constitution of the state 

of Colorado are amended, and the said section 20 is further amended BY THE 

ADDITION OF A NEW SUBSECTION, to read: 

Section 20. The Taxpayer's Bill of Rights. (7) Spcnding limits. 

(a) (i) FORANY STATE FISCAL YEAR THE BEGINS PRIOR TO JI'1.Y 1. 2004. t . h ~  

maximum annual percentage changc in slatc fiscal year spcndlng cquals 

inflation plus the percentage change in state population in the prior calendar 

year, adjusted for revenue changes approved by voters after 1991.  

(ii) FORTHE 2004-05 STATE FISCAL YEAR, THE STATE FISCAL YEAR 

SPENDING LIMIT IS THE STATE FISCAL YEAR SPENDING LIMIT FOR THE 2000-01 

STATE FISCAL YEAR PLUS THE PRODUCT OF THAT LIMIT .4ND THE SUM OF THE 



AGGREGATE AMOUNT OF INFLATION PLUS THE PERCENTAGE CHANGE IN STATE 

POPULATION FOR THE 2000, 2001, 2002, AND 2003 CALENDAR YEARS, 

ADJLJSTED FOR REVENUE CHANGES APPROVED BY VOTERS AFTER 2000. 

(iii) FOR THE 2005-06 STATE FISCAL YEAR AND FOR EACH SUCCEEDING 

STATE FISCAL YEAR. THE STATE FISCAL YEA11 SPENDING LIMIT IS THE STATE 

FISCAL YEAR SPENDING LIMIT FOR THE PRIOR STATE FISCAL YEAR PLUS THE 

PRODUCT OF THAT LIMIT AND THE SUM OF INFLATION PLUS THE PERCENTAGE 

CHANGE IN STATE POPULATION IN THE PRIOR CALENDAR YEAR, ADJUSTED FOR 

REVENUE CHANGES APPROVED BY VOTERS AFTER 2004. 

(iv) FOR PURPOSES OF THIS PARAGRAPH (a), population shall be 

determined by annual federal census estimates and such number shall be 

adjusted every decade to match the federal census 

I (b) (1) FORANY LOCAL DISTRICT'S FISCAL YEAR THAT BEGINS PRIOR TO 

P- JANIXRY 1, 2005, the maximum annual percentage change in each local 
I 

district's fiscal year spending equals inflation in the prior calendar year plus 

annual local growth, adjusted for revenue changes approved by voters after 

1991 and (8) (b) and (9) reductions 

(11) FORANY LOCAL DISTRICT'S FISCAL YEAR THAT BEGINS ON OR AFTER 

JANUARY1, 2005, BUT PRIOR T O  JANUARY1, 2006, THE LOCAL DISTRICT'S 

FISCAL YEAR SPENDING LIMIT IS THE LOCAL DISTRICT'S FISCAL YEAR SPENDING 

LIMIT FOR THE LOCAL DISTRICT'S FISCAL YEAR THAT BEGAN ON OR AFTER 

JANUARY 1, 2001, BUT PRIOR TO JANUARY 1, 2002, PLUS THE PRODUCT OF 

THAT LIMIT AND THE SUM OF THE AGGREGATE AMOUNT OF INFLATION PLUS 

ANNUAL LOCAL GROWTH FOR THE 2001, 2002, 2003, AND 2004 CALENDAR 

P. 
YEARS, ADJUSTED FOR REVENUE CHANGES APPROVED BY VOTERS AFTER 

--
JANUARY 1,2001, AND (8) (b) AND (9) REDUCTIONS 

b 

(111) FOR ANY LOCAL DISTRICT'S FISCAL YEAR THAT COL4MENCES ON OR 

AFTER JANUARY 1,2006. AND FOR EACH SUCCEEDING LOCAL DISTRICT FISCAL 

YEAR, THE LOCAL DISTRICT'S FISCAL YEAR SPESDING LIMIT IS THE I.OC.\L 

DISTRICT'S FISCAL YEAR SPENDING LIMIT FOR T11E PRIOR I.OC.\L DIS'~RIC'1''S 

FISCAL YEAR PLLS '1'1-IE PRODUCT OF TIl:\'I' LIMI'I' .\XI) l'111- SI '11 01' ISI:12.\'I'10S 

PLUS LOCAL GROWTH IN TI IF. PRIOR CALESI~AI1YI-;\R. .-\1>.11'S'1'1;l) 1.'011 111'1 I'SI ' I :  

CHANGES APPROVED BY VOTERS AFTER JANUARY 1,2005.AND (8) (b) :\XI) ( 9 )  

REDUCTIONS. 

(10) Local government mill levies. NO'TWITHSTANDIN<i TIIE 

PROVISIONS OF (3) (c) AND (4) (a). A LOCAL DISTRICT IIAY SEEK \.01'1~11 

APPROVAL TO IMPOSE A MILL LEVY THAT FLUCTCATES FROM YEAR TO Y1-.\11. 

FOR A PERIOD NOT TO EXCEED FIVE CALENDAR YEARS, IN ORDER '1 '0  A1.1.0U 

THE LOCAL DISTRICT TO COLLECT AN AMOUNT OF PROPERTY TAX REVENIrE 

EACH YEAR NOT TO EXCEED THE AMOUNT OF PROPERTY TAX REVENlJE THAT 

THE LOCAL DISTRICT COLLECTED IN THE PRIOR CALENDAR YEAR, AS ADXJSTED 

FOR INFLATION IN THE PRIOR CALENDAR YEAR PLUS LOCAL GROWTH. 

SECTION 2. Each elector voting at said election and desirous of voting 

for or against said amendment shall cast a vote as provided by law either "Yes" 

or "No" on the proposition: "AMENDMENTSTO SECTION 17 (1) OF AI1TICJ.L: IX 

AND SECTION 20 OF ARTICLE X OF 'THE CONSTITI'TIOY OF T111. S'l'.\'I'li 01. 

COLORADO, CONCERNING TIlE STABILIZATION OF GOVERSXIES'T RIC1'I:SI'ISS. 

AND, IN CONNECTION THEREWITH, SUSPENDING 'TIIE IIEQUIIIED ONE I'EI1CCST 

INCREASE IN CERTAIN STATE EDUCATION FUNDIh'G LIUIIING A 9  ECONOMIC 

DOWTUIIN,  REQUIRING FISCAL YEAR SPENDIKG LIIIITS FOR STATE AND 1.OC.W 

DISTRICTS TO BE CALCULATED BASED CPON PRIOR I.'ISCAL YEAR SPENDISG 

LIMITS, WITH ADJUSTMENTS FOR INFLATION AND GROWTH, WlTMOl,'T BEING 



SUBJECT TO REDUCTION DUE TO DECLINES IN REVENUES, AND ALLOWING 

LOCAL DISTRICTS TO SEEK VOTER APPROVAL TO IMPOSE A FLUCTUATING MILL 

LEVY FOR A SPECIFIED PERIOD IN ORDER TO ALLOW THE LOCAL DISTRICT TO 

COL12ECT PROPERTY TAX REVENUES NOT TO EXCEED THE AMOIJA'T OF SUCII 

RI<\'ENUES COLLECTED IK THE PRIOR YEAR. AS ADJUSTED FOR INFLATION AND 

LOCAL GROWTH." 

SECTION 3. The votes cast for the adoption or rejection of said 

amendment shall be canvassed and the result determined in the manner 

provided by law for the canvassing of votes for representatives in Congress, 

and if a majority of the electors voting on the question shall have voted "Yes", 

the sald amendment shall become a part of the state constitution. 



Bill D 

Drafting Number: LLS 04-0308 Date: Januan 1 1,2004 
Prime Sponsor(s): Rep. Romanoff Bill Status: Intcrim Committee on Flscal 

Restraints 
Fiscal Analyst: Lon Engclking (303-866-475 1) 

TITLE: SUBMITTING TO THE REGISTERED ELECTORS OF THE STATE OF COLORADO 
AMENDMENTS TO SECTION I7 (1) OF ARTICLE IX AND SECTION 20 OF 
ARTICLE X OF THE CONSTITUTION OF THE STATE OF COLORADO. 
CONCERNING THE STABILIZATION OF GOVERNMENT REVENUES, AND, IN 
CONNECTION THEREWITH. SUSPENDING THE REQUIRED ONE PERCENT 
INCREASE IN CERTAIN STATE EDUCATION FUNDING DURING AN ECONOMIC 
DOWNTURN, REQUIRING FISCAL YEAR SPENDING LIMITS FOR STATE AND 
LOCAL DISTRICTS TO BE CALCULATED BASED UPON PRIOR FISCAL YEAR 
SPENDING LIMITS, WITH ADJUSTMENTS FOR INFLATION AND GROWTH. 
WITHOUT BEING SUBJECT TO REDUCTION DUE TO DECLINES lN REVENUES, 
AND ALLOWING LOCAL DISTRICTS TO SEEK VOTER APPROVAL TO IMPOSE 
A FLUCTUATING MILL LEVY FOR A SPECIFIED PERIOD IN ORDER TO ALLOW 
THE LOCAL DISTRICT TO COLLECT PROPERTY TAX REVENUES NOT TO 
EXCEED THE AMOUNT OF SUCH REVENUES COLLECTED IN THE PRIORYEAR, 
AS ADJUSTED FOR INFLATION AND LOCAL GROWTH 

I Fiscal Impact Summary I 

11 FTE Position Change 0.0 FTE 0.0 FTE 11 

FY 2004/2005 

State Revenues 
General Fund 

State Expenditures 
General Fund 

FY 200512006 

Changes the allowable revenue that can be kept 
and therefore expended for any purpose 

)I Effective Date: Upon approval of the voters after 2004 general election 11 

1 

Other State Impact: 
Increased TABOR limit (avadablejbr oppropnations) 
Impact to existing TABOR refund mechanisms 

11 Appropriation Summary for FY 200412005: None required 11 
Local Government Impact: Local governments would be allowed to keep and expend additional 
revenue as a result of a change in them revenuc limitation calculation. Local governments would also be 
allowed to seek voter approval for a fluctuating mill levy. 

$39,100,000 
(39: 100,000) 

$347.400,000 
(347.400,OOO) 



Summary of Legislation 

This House concurrent resolution, adopted by the Interim Committee on Fiscal Restraints, 
submits proposed amendments to Section 17 (1) Article IX (Amendment 23), and Section 20 (7) of 
Article X (TABOR) of the Colorado Constitution at the 2004 general election. 

Section 17 of Article IX (Anzendment 23) 

. Suspends the requirement that the statewide base per pupil funding level and 
the total state funding for categorical programs increase by an additional 1 
percent for 10 consecutive fiscal years if, based on a comparative summary 
prepared by the State Controller in January of each year, General Fund 
revenues grew by less than inflation between the 2 previous calendar years, 
and 
If the suspension is triggered, extends the requirement by one year so that the 
total increases applies for 10 years. 

Section 20 (7) of Article X (TABOR) 

Proposed State Spending Limitation 

FYsprior to July 1, 2004 -- No change from existing TABOR limitation; 
FY 2004-05 -- the limit is based on the FY 2000-01 limit plus inflation plus 
population change for the 2000, 2001, 2002, and 2003 calendar years plus 
voter approved revenue changes after 2000; and . FY 2005-06 and later years -- the limit is based on the prior year's limit plus 
inflation plus the population change from the prior year plus voter approved 
revenue changes after 2004. 

Proposed Local District Spending Limitation 

FYs beginningprior to January 1,2005 --No change from existing TABOR 
limitation; 
FY beginning after January 1, 2005, but prior to January 1, 2006 -- the 
limit is based on the fiscal year that began after January 1, 2001, but before 
January 1,2002 limit plus inflation plus the local growth change for the 200 1, 
2002, 2003, and 2004 calendar years plus voter approved revenue changes 
after January 1 ,  200 1, and 
FYs beginning after January 1,2006 -- the limit is based on the prior year's 
limit plus inflation plus the local growth change from the prior year plus voter 
approved revenue changes after January 1,2005. 
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Local Government Mill Levies 

The resolution hrther specifies that a local district may seek voter approval to impose a 
fluctuating mill levy for a period of up to five years to allow the district to collect the same amount 
of property tax revenue that was collected in the previous calendar year, as adjusted for inflation in 
the prior calendar year plus local growth. 

State Revenues 

Current law under TABOR, limits the aggregate annual increase in most state revenue to 
inflation plus the annual percentage change in state population. The limit is applied to either the prior 
year's limit or to actual TABOR revenue collected in the prior year, whichever is less. This last 
provision of TABOR (tying the limit to revenue collected) is commonly referred to as the "rachet- 
down" effect. If revenue is less than the allowable TABOR limit, the base for determining the 
following year's limit is reduced. Since the new limit is at a lower level than it otherwise would have 
been, the limit is said to have ratcheted down. 

This resolution eliminates the rachet effect of current law because the allowable limit is never 
based on the revenue collected from the prior year, but instead, it is always based on the prior year's 
limit plus inflation and growth. Thus, the proposal will allow the state to keep more revenue 
beginning in FY 2004-05 and return less to the taxpayers than otherwise would be allowed under 
current law. Table 1 shows the forecasted revenues above the TABOR limit both under current law 
and the resolution's proposed amendment to TABOR. 

Table 1. Impact of NCR 04-1001 on Allowable TABOR Revenue Spending 
@ollars in millions) 

I I 1 

( 
State Fiscal Current Law Proposed Resolution Fiscal Impact 

Year Revenue Above Limit Revenue Above Limit of Change 

(1 Total I $1.515.1 1 $0 I $1.515.1 

Therefore, the proposal is estimated to increase the amount of state revenue retained under 
the limit by $1,515.1 million over the forecasted 5 fiscal years. These revenues would otherwise be 
returned to taxpayers based on the current-law rehnd mechanisms. 

Table 2 shows the projected impact to the various rehnd mechanism currently in place. It 
should he noted that most of the mechanisms under current law are not forecasted to he triggered 



-- 

-- - 

-- - 

trrrd r/.\c~d t o  r<filnd reverrr~e dwirrg the next 5flscdyeur.s. I /  .\hor~W d.\o he rzoted that reveme i s  
refilt~ciedrrr /he year followir~g the yecrr irz which it is collected. 

Table 2. la~pacton Current Refund hlcch;~nisrns 
(Dolhrs kmillions) 

FY 2005-06 FY 2006-07 FY 2007-OX . FY 2008-09 FY 2009-20 10 

III3~)9-I3XRR: lill00-1049 Earned (935.5) (536.2) (936.9) ($37.7) 
Inconie Cretl~l 
-~-- ~- - ~ -

1-1130 1 - 13 1.1 Foskr Care Issues ($0.2) ($0.2) (90.2) ($0.2) 


111199-131 1 I3us1ness Personal Properly (9126.8) ($1344) (9140.0) (9145.0) 


Hi3 99-1237 Capital Gains (55 1.2) 


t I H  00-1063 Rural tlcalth Providers (90 4) 

(znds aRer 13' 2007) 


1iI1 00-1 35 I Ch~ld Care Credit 
 I 
kIH 0 1 - 108 1 Kcsearch and Develupment ($13.2) 


1113 00- 1227 Lower Molor Vehicle Fees ($41.1) 


HU 00-1 355 Il~gli Technology (92.5) 

Scholarship Progran~ 


Sales 'Sax ReSimd 


Table 2 shows the dollar impact to taxpayers who would have received a higher rehnd from 
these mechanisms without this proposal. For example, the total impact to taxpayers who would have 
qualified to receive a rehnd under the Earned Income Credit during FY 2006-07 is a decrease of 
$35.5 million. 

State Expenditures 

The resolution does not directly impact state expenditures. Rather, it allows the state to keep 
more ofthe revenue that it collects before it reaches the TABOR spending (revenue) limitation which 
triggers refunds under the mechanisms in place under current law. The state would then be allowed 
to spend or appropriate more funds under separate legislation. 

The concurrent resolution suspends the 1 percent requirement for the statewide base per 
pupil funding and total categorical programs for any fiscal year when General Fund revenues grow 
by less than inflation between the two previous calendar years Since the Legislative Council's 
December 2003 Forecast indicates that revenue will exceed the limitations as proposed in the 
resolution, no expenditure impact is anticipated for this provision during the forecast period of 5 
years 
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Local Government Impact 

Local governments, referred to as Local Districts under TABOR, would be allowed to keep 
and spend additional revenue similar to the state because of the change in the allowable revenue or 
spending limitation as discussed above. No estimate is made at this time due to the many types of 
local governments, all with individual limitations and future revenue forecasts. 

In addition, a local district may seek voter approval to impose a fluctuating mill levy for a 
period ofup to five years to allow the district to collect the same amount of property tax revenue that 
was collected in the previous calendar year, as adjusted for inflation in the prior calendar year plus 
local growth. No estimate is made at this time for this provision. 

Election Expenditure Impacts (For Informational Purposes Only) 

The bill contains a question to be referred to voters at the 2004 general election. This 
question will be published in newspapers and an analysis of the measure will be included in the Blue 
Book mailed to all registered voter households prior to the election. Under current law, costs for 
these functions will be paid through a General Fund line item in the Long Appropriations Bill. 

The estimated 2004 general election costs for the Blue Book are outlined in 
Table 3 .  

Table 3. Estimated Costs of Producing the 2004 Blue Book 
and D i s t r i b u t ~  all R@tered Vater Households 

I 

I Estimated Expense Per Issue I $188,167) 

Translation 
Newspaper Publication (English & 
Spanish) 
Total Expenses (for estimated 12 issues) 

State Appropriations 

Printing 
Postage 

$12,000 

$1,600,000 

$2,162,000 

No appropriation would be required to implement the resolution. The resolution will allow 
for additional funds to be appropriated under other legislation. 

$275,000 

$275,000 

Departments Contacted 

Legislative Council Staff 
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HOUSE S P O N S O R S H I P  
King 

SENATE S P O N S O R S H I P  
N o n e  

HOUSE C O N C U R R E N T  R E S O L U T I O N  

SUBMITTINGTO THE REGISTERED ELECTORSOF THE STATE OF COLORADO 

AMENDMENTS TO SECTION 17 OF ARTICLE IX AND SECTION 20 OF 

ARTICLE X OF THE CONSTITUTION OF THE STATE OF COLORADO, 

CONCERNING STATE SPENDING, AND, IN CONNECTION THEREWITH, 

REPLACING THE REQUIREMENT THAT STATEWIDE BASE PER PUPIL 

I 
FUNDING FOR PRESCHOOL, PRIMARY, AND SECONDARY EDUCATION 

P 
a AND TOTAL STATE FUNDING FOR ALL CATEGORICAL PROGRAMS FOR 
I 

EACH OF THE TEN STATE FISCAL YEARS STARTING WITH THE 2001-02 

STATE FISCAL YEAR INCREASE BY AT LEAST THE RATE OF INFLATION 

PLUS ONE PERCENTAGE POINT WITH A REQUIREMENT THAT THE 

GENERAL ASSEMBLY SET THE STATEWIDE BASE PER PUPIL FUNDING 

AND TOTAL STATE FUNDING FOR ALL CATEGORICAL PROGRAMS AT 

NO LESS THAN THE LEVELS OF THE STATEWIDE BASE PER PUPIL 

FUNDING AND TOTAL STATE FUNDING FOR ALL CATEGORICAL 

PROGRAMS FOR THE PRIOR STATE FISCAL YEAR IN ANY STATE FISCAL 

YEAR THAT FOLLOWS A CALENDAR YEAR IN WHICH STATE GENERAL 

FUND REVENUES DID NOT INCREASE BY AT LEAST THE SUM OF 

m-- INFLATION PLUS THE PERCENTAGE CHANGE IN STATE POPULATION 

m FOR THE PRIOR CALENDAR YEAR; REPLACING THE REQUIREMENT 

THAT STATEWIDE BASE PER PI'I'IL FI.SI)IN<; FOR PRES<'IIOOI,, 

PRIMARY, AND SECONDARY EDUC=\I'ION .\ND 'l'OT:\Id S'I"II'E I:l'SDIS(; 

FOR ALL CATEGORICAL PROGRAMS FOR STAI'E: FISCAL YE.-\RS 

STARTING WITH THE 2011-12 STATE FIS<:AI, YRAR INCRE,\SE B1' THE 

RATE OF INFLATION WITH A REQUIREMENT TILIT THE <;ENIiIL\I, 

ASSEMBLY SET THE ST4TEWIDE BASE PER PUPIL FUNDING AND TOTAL 

STATE FUNDING FOR ALL CATEGORICAL PROGRAMS AT NO LESS THAN 

THE LEVELS OF THE STATEWIDE BASE PER PUPIL FUNDING FOR 

PRESCHOOL, PRIMARY, AND SECONDARY EDLCATION AND TOTAI. 

STATE FUNDING FOR ALL CATEGORICAL I'ROGR4MS FOR TIIE I'RIOR 

FISCAL YEAR; INCREASINGTHE STATE FISCII, YL\R SPliSDlSG I.I\II'l'S 

FOR THE 2005-06 AND 2006-07 STATE FISCAI, YEARS 151' ONE 

PERCENTAGE POINT EACH; INCLIJDING EA<:EIONE PERCESTA<;E 1'015'1' 

INCREASE IN THE STATE FISCAL YEAR SPENDING 15ASE FOR I'Hli 

PURPOSE OF CALCULATING SUBSEQUENT YEARS' STATE FISCAL YEAR 

SPENDING LIMITS EVEN IF STATE REVENUES DECLINE; AND 

REQUIRING SOME OF THE ADDITIONAL MONEYS UNDER THE 

INCREASED STATE FISCAL YEAR SPENDING LIMITS TO BE EXPENDED 

FIRST TO COMPENSATE LOCAL GOVERNMENTS FOR REVENIX LOSSES 

FROM THE SENIOR PROPERTY TAX EXEMPTION, NEXT TO PROVIDE A 

STATE CREDIT AGAINST BUSINESS PERSONAL PROPERTY TAXES, AND 

LASTLY FOR REFUNDS TO TAXPAYERS. 

Resolut ion  S u m m a r y  

(Note: This summary applies to this resolution as ~nfroducecland ck1e.v 
not necessarily reflect any amendments fhafmay he suhsequenflv adop~ed. 



Interim Committee on Fiscal Restraints. Amends section 17 of article 
IX of the Colorado constitution (Amendment 23) as follows 

- Replaces the requirement that slatewide base per pupil funding 
for preschool. primary. and secondary education for each of the 
10 state fiscal years starting with the 2001-02 state fiscal year 
increase by at least the rate of inflation plus one percentage point 
with a requirement that the general assenlbly set the statewide 
base per pupil funding and total state funding for all categorical 
programs at no less than the levels of the statewide base per pupil 
hnding and total state funding for all categorical programs for 
the prior state fiscal year in any state fiscal year that follows a 
calendar year in which state general fund revenues did not 
increase by at least the sum of inflation plus the percentage 
change in state population for the prior calendar year. 
Replaces the requirement that statewide base per pupil funding 
for preschool, primary, and secondary education for state fiscal 
years starting with the 201 1-12 state fiscal year increase by the 
rate of inflation with a requirement that the general assembly set 
the statewide base per pupil funding and total state funding for all 
categorical programs at no less than the levels of the statewide 
base per pupil funding for preschool, primary, and secondary 
education and total state funding for all categorical programs for 
the prior fiscal year. 

Amends section 20 of article X of the Colorado constitution (TABOR) 
as follows: 

Increases the state fiscal year spending limits for the 2005-06 and 
2006-07 state fiscal years by one percentage point each. 
Includes each one percentage point increase in the state fiscal 
year spending base for the purpose of calculating subsequent 
years' state fiscal year spending limits even if state revenues 
decline. 
Requires additional moneys under the increased state fiscal year 
spending limits to be expended first to compensate local 
governments for revenue losses from the senior property tax 
exemption, next to provide a state credit against business 
personal property taxes, and lastly for refunds to taxpayers if the 
amount of the additional moneys is at least 50% of the amount of 
compensation owed to the local governments. 

SECTION 1. .41 ll~e ncsl elcclion a1 M I ~ I C I ~  such qucsllon Inil!. bc 

submitted, there shall be submitted to rlie registered clecrors of ~lic sliitc of 

Colorado, for their approval or rejection. the following amendment to the 

constitution of the state of Colorado, to wit: 

Section 17 (1) of article IX of the constitution of the state of Colorado 

is amended to read: 

Section 17. Education - Funding. (1) Purpose. (a) (I) EXCEPI' AS 

PROVIDED IN PARAGRAPH (b) OF THIS SUBSECTION (1). STARTING in State fiscal 

year 2001-2002 0 FOR A PERIOD OF TI:N 

CONSECUTIVE STATE FISCAL YEARS. the statewide base per pupil funding. as 

defined by the Public School Finance Act of 1994, article 54 of title 22, 

Colorado Revised Statutes on the effective date of this section, for public 

education from preschool through the twelfth grade and total state funding for 

all categorical programs shall grow annually at least by the rate of inflation plus 

an additional one percentage point. 

(11) In state fiscal year 201 1-2012, and each fiscal year thereafter. TIIE 

GENERAL ASSEMBLY SHALL SET the statewide base per pupil funding for public 

education from preschool through the twelfth grade and total state funding for 

all categorical programs 

AT NO LESS THAN THE 

LEVELS OF THE STATEWIDE BASE PER PIJPIL FUNDING AND TOTAL STATE 

FUNDING FOR ALL CATEGORICAL PROGRAMS FOR THE PRIOR FISCAL YE.4R. 



@) (I) NO LATER THAN JANUARY20.2005, AND NO LATER THAN EACH 

SUCCEEDING JANUARY 20 THROUGH JANUARY 20, 2010, THE STATE 

CONTROLLER SHALL PREPARE A COMPARATIVE SUMMARY OF GENERAL FUND 

IlEVENl 'ES COLLECTED BY THE STATE IN EACH OF THE PRIOR TWO CA1,ENDAR 

YEARS 

(11) ( A )  I F  THE COMPARATIVE SUMMARY PREPARED BY THE STATE 

CONTROLLER SHOWS THAT THE PERCENTAGE CHANGE IN GENERAL FUND 

REVENUES COLLECTED BY THE STATE IN THE PRIOR CALENDAR YEAR AS 

COMPARED TO GENERAL FUND REVENUES COLLECTED BY THE STATE IN THE 

NEXT PRECEDING CALENDAR YEAR WAS LESS THAN THE SUM OF INFLATION 

PLUS THE PERCENTAGE CHANGE IN STATE POPULATION FOR THE PRIOR 

CALENDAR YEAR, THE REQUIREMENT THAT THE STATEWIDE BASE PER PUPIL 

I 
wl- FUNDING, AS DEFINEDBY THE PUBLICSCHOOLFINANCEACTOF 1 9 9 4 ,  ARTICLE 

I 54 OF TITLE 22, COLORADOREVISEDSTATUTES, ONDECEMBER28,2000, FOR 

PUBLIC EDUCATION FROM PRESCHOOL THROUGH THE TWELFTH GRADE AND 

TOTAL STATE FUNDING FOR ALL CATEGORICAL PROGRAMS GROW BY AT LEAST 

THE RATE OF INFLATION PLUS ONE PERCENTAGE POINT SHALL BE SUSPENDED 

FOR THE STATE FISCAL YEAR TI-!AT COMMENCES IN THE CALENDAR YEAR IN 

WHICI1 THE COMPARISON SUMMARY WAS PREPARED FORTHAT STATE FISCAL 

YEAR, THE GENERAL ASSEMBLY SHALL SET THE STATEWIDE BASE PER PUPIL 

FUNDING FOR PLIBLIC EDUCATION FROM PRESCHOOL T ~ R O U G HTHE TWELFTH 

GRADE AND TOTAL STATE FUNDING FOR ALL CATEGORICAL PROGRAMS AT NO 

LESS THAN THE LEVELS O F  THE STATEWIDE BASE PER PUPIL FUNDING AND 

TOTAL STATE FUNDING FOR ALL CATEGORICAL PROGRAMS FOR THE PRIOR 

-- STATE FISCAL YEAR. 

M 

(B) FOR PURPOSES O F  TIIIS SUBPARAGRAI'II (11). THE 1'ERCES.r.-\(iE 

CHANGE IN STATE POPULATION SHALL BE CAI.CLT.ATIiD I S  .4CCOIlL):\NCI~b' l l ' l i  

ARTICLE X, SECTION 20. SC'BSLCTION (7). I';\R:\GI<.\I'II (a) 0 1 '  'I'III.: C O I  OR.\I)O 

CONSTITUTIOS. 

Section 20 (7) (a) of article X of the constirurion of thc statc of Colorado 

is amended, and the said section 20 (7) is further amended BY THE 

ADDITION OF A NEW PARAGRAPH, to read: 

Section 20. The Taxpayer's Bill of Rights. (7) Spending limits. 

(a) EXCEPTAS OTHERWISE PROVIDED IN (7) (a.5), the maximum annual 

percentage change in state fiscal year spending equals inflation plus the 

percentage change in state population in the prior calendar year, adjusted for 

revenue changes approved by voters after 1991. Population shall be determined 

by annual federal census estimates and such number shall be adjusted every 

decade to match the federal census. 

(a.5) (i) A S  USED IN THIS PARAGRAPH (a.5), THE CONTEXT 

OTHERWISE REQUIRES, "DIFFERENCE" MEANS THE DIFFERENCE BETWEEK THE 

STATE FISCAL YEAR SPENDING LIMIT FOR ANY STATE FISC;lI. Yl-:\Il 

CALCULATED PURSUANT TO (a) OR (a.5) (ii) AS11 TI1E ST:\I'I< I:lSC:\l. Yl...\I< 

SPENDING LIMIT THAT WOULD HAVE APPLIED FOR 'I'IIE ST.4'I.L I'ISC.\I. YI:.\I< I H  "I' 

FOR THE ADDITION OF ONE PERCENT.4GE POINT TO THE M.4XI%K'51 ASSI 'AL 

PERCENTAGE CHANGE IN STATE FISCAL YEAR SPENDING FOR TIIE 2005-06 AND 

2006-07 STATE FISCAL YEARS. 

(ii) FORTHE2005-06 AND 2006-07 STATE FISCAL YEARS, THE MAXIMLiM 

ANNUAL PERCENTAGE CHANGE IN STATE FISCAL YEAR SPENDING EQli:\LS 

INFLATION PLUS THE PERCENTAGE CHANGE IN STATE POPUI.ATI0N IN THE l'lllOI1 



CALENDAR YEAR PLUS ONE PERCENTAGE POINT, ADJLSTED FOR REVENUE 

CHANGES APPROVED BY VOTERS AFTER 1991. 

(iii) FORTHE 2005-06 STATE FISCAL YEAR AND FOR ANY SUBSEQUENT 

STATE FISCAL YEAR, IF TI 1E DIFFERENCE EQUALS OR EXCLEDS FIFTY PERCENT 

OF THC TOTAL AMOUNT OF STATE COMPENSATION TO LOCAL GOVERNMENTS 

REQUIRED BY SECTION 3.5 (3) OF THIS ARTICLE FOR THE PROPERTY TAX YEAR 

THATCOMMENCES DURINGTHE STATE FISCAL YEAR, THE STATE SHALL EXPEND 

THE DIFFERENCE AS FOLLOWS: 

(A) THESTATE SHALL FIRST PAY THE COMPENSATION OWED TO LOCAL 

GOVERNMENTS PURSUANT TO SECTION 3.5 (3) OF THIS ARTICLE. 

(B) THESTATE SHALL NEXT PAY TO EACH TAXPAYER WHO PAYS AD 

VALOREM TAXES IMPOSED ON PERSONAL PROPERTY PURSUANT TO SECTION 3 

I O F  THIS ARTICLE A CREDIT AGAINST THOSE TAXES. THEAMOUNT OF THE 
'A 
h, 

I CREDIT SHALL BE A PERCENTAGE O F  THE TAXPAYER'S TAX LIABILITY EQUAL 

T O  THE LESSER OF THE PERCENTAGE THAT WILL EXHAUST THE REMAINING 

DIFFERENCE OR TEN PERCENT OF EACH TAXPAYER'S TAX LIABILITY. 

(C) THESTATE SHALLREFUND ANY AMOUNT OF THE DIFFERENCE THAT 

REMAINS AFTER THE STATE MAKES THE PAYMENTS REQUIRED BY 

SUB-SUBPARAGRAPHS (A) AND (B) OF THIS SUBPARAGRAPH (iii) AS IF THAT 

AMOUNT CONSTITUTED REVENUES IN EXCESS OF THE STATE FISCAL YEAR 

SPENDING LIMIT. 

(iv) FORTHE 2006-07 STATE FISCAL YEAR AND FOR ANY SUBSEQUENT 

STATE FISCAL YEAR, IF THE STATE FISCAL YEAR SPENDING LIMIT CALCULATED 

PURSUANTTO (a)OR (a.5) (ii) FOR THE PRIOR STATE FISCAL YEAR EXCEEDS THE 

-- ACTUAL AMOUNT OF STATE FISCAL YEAR SPENDING FOR THE PRIOR STATE 

m 

FISCAL YEAR, TI IE ST?ZTEI'ISCAL YEAR SPENDIYG 1,11117' SII:\I,L BE AT .\\101l"T 

EQIiAL TO 'THE SC'M OF: 

(A) THESTATE FISC.11. YE.211 Sl'bSl)IS(i 11~1II '1:011 'IIIlC S'T.\Tl'. I:ISC \I .  

YEA11 C..\LCIL4TT:I) PI:RSI'.-\NT 'TO (a) 011 (a 5) (ii): .\XI) 

(B) THEDIFFERENCE. 

SECTION 2. Each elector voting at said elcction and desirous of\.oting 

for or against said amendment shall cast a vote as provided by law either "Yes" 

or "No" on the proposition: "ALIENDMETTS 'TOS E C T I ~ X17OF .AI~I'ICI,EIX ..\XI) 

SECTION 20 OF ARTICLE X OF THE CONSTITII'TIOK OF TI 1E ST.YTIi 0 1 :  C01.01<;\1)0. 

CONCERNING STATE SPENDING. AND, Ih: CONNECTIOK 'l'I1EI<I~Wl'TI1.KI4'I..iCIS(i 

THE REQUIREMENTTHAT STATEWIDE BASE PER PUPIL FLX'DING FOR PRESCIIOOL. 

PRIMARY, AND SECONDARY EDUCATION AND TOTAL STATE FL'XDING F011 ALL 

CATEGORICAL PROGRAMS FOR EACH OF THE TEN STATE FISCAL YEAIIS 

STARTING WITH THE 2001-02 STATE FISCAL YEAR INCREASE BY AT LEAST 'THC 

RATE OF INFLATION PLUS ONE PERCENTAGE POINT WITH A REQUIREMENT THAT 

THE GENERAL ASSEMBLY SET THE STATEWIDE BASE PER PUPIL FUNDING AND 

TOTAL STATE FUNDING FOR ALL CATEGORICAL PROGRAMS .27' 90 I.ESS TI I \S 

THE LEVELS OF THE STATEWIDE BASE PER I'IPII. 1'1'XDIXG AS11 7'0'1',21. S'l'.\'l'I.' 

FL'NDING FOR ALL CATEGORICAL PROGRAMS FOR TIII,: PRIOR ST:\TE I.'ISC.\I. 

YEAR IN ANY STATE FISCAL YEAR THAT FOLLOWS A CALENDAR YEAR IX U'IIICII 

STATE GENERAL FUND REVENUES DID NOT INCREASE BY AT LEAST THE SI:M OF 

INFLATION PLUS THE PERCENTAGE CHANGE IN STATE POPULATION FOR TIiE 

PRIOR CALENDAR YEAR; REPLACING THE REQUIREIMENTTHAT STATEWIDE B,\SE 

PER PUPIL FUNDING FOR PRESCHOOL, PRIMARY, AND SECONDARY EDUC.4TION 

AND TOTAL STATE FUNDING FOR ALL CATEGORICAL. PROGRAMS FOR ST.\TE 

FISCAL YEARS STARTING WITH THE 201 1-12 STATE FISCAL, YEAR INCREASE IjY 

http:FISC.11


THE RATE OF INFLATION WITH A REQUIREMENT THAT THE GENERAL ASSEMBLY 

SET THE STATEWIDE BASE PER PUPIL FUNDING AND TOTAL STATE E N D I N G  FOR 

ALL CATEGORICAL PROGRAMS AT NO LESS THAN THE LEVELS OF THE 

STATEWIDE BASE PER PUPIL FCWDING FOR PRESCHOOL, PRIMARY, AND 

SECONDARY EDUCATION AND TOTAL STATE FI!NDING FOR ALL CATEGORICAL 

PROGRAMS FOR THE PRIOR FISCAL YEAR; INCREASING THE STATE FISCAL YEAR 

SPENDING LIMITS FOR THE 2005-06 AND 2006-07 STATE FISCAL YEARS BY ONE 

PERCENTAGE POINT EACH; INCLUDING EACH ONE PERCENTAGE POINT INCREASE 

IN THE STATE FISCAL YEAR SPENDING BASE FOR THE PURPOSE OF CALCULATING 

SUBSEQUENT YEARS' STATE FISCAL YEAR SPENDING LIMITS EVEN IF STATE 

REVENUES DECLINE: AXD REQUIRING SOME OF THE ADDITIONAL MONEYS 

UNDER THE INCREASED STATE FISCAL YEAR SPENDING LIMITS TO BE EXPENDED 

I FIRSTTO COMPENSATE LOCAL GOVERNMENTS FOR REVENUE LOSSES FROM THE 
1/1 

LJ 

I 	 SENIOR PROPERTY TAX EXEMPTION, NEXT TO PROVIDE A STATE CREDIT 

AGAINST BUSINESS PERSONAL PROPERTY TAXES, AND LASTLY FOR REFUNDS TO 

.TAXPAYERS." 

SECTION 3. The votes cast for the adoption or rejection of said 

amendment shall be canvassed and the result determined in the manner 

provided by law for the canvassing of votes for representatives in Congress, 

and if a majority of the electors voting on the question shall have voted "Yes", 

the said amendment shall become a part of the state constitution. 
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Drafting Number: LLS 04-03 1 1 Date: January 15, 2004 
Prime Sponsor(s): Rep. King Bill Status: Interim Committee on Fiscal 

Restraints 
Fiscal Analyst: Lon Engelking (303-866-475 1) 

TITLE: SUBMITTING TO THE REGISTERED ELECTORS OF THE STATE OF COLORADO 
AMENDMENTS TO SECTION 17 OF ARTICLE IX AND SECTION 20 OF ARTICLE 
X OFTHE CONSTITUTION OF THE STATEOF COLORADO, CONCERNING STATE 
SPENDING, AND, IN CONNECTION THEREWITH, REPLACING THE 
REQUIREMENT THAT STATEWIDE BASE PER PUPIL FUNDING FOR 
PRESCHOOL, PRIMARY, AND SECONDARY EDUCATION AND TOTAL STATE 
FUNDING FOR ALL CATEGORICAL PROGRAMS FOR EACH OF THE TEN STATE 
FISCAL YEARS STARTING WITH THE 2001-02 STATE FISCAL YEAR INCREASE 
BY AT LEAST THE RATE OF INFLATION PLUS ONE PERCENTAGE POINT WITH 
A REQUIREMENT THAT THE GENERAL ASSEMBLY SET THE STATEWIDE BASE 
PER PUPIL FUNDING AND TOTAL STATE FUNDING FOR ALL CATEGORICAL 
PROGRAMS AT NO LESS THAN THE LEVELS OF THE STATEWIDE BASE PER 
PUPIL FUNDING AND TOTAL STATE FUNDING FOR ALL CATEGORICAL 
PROGRAMS FORTHE PRIOR STATE FISCALYEAR IN ANY STATE FISCALYEAR 
THAT FOLLOWS A CALENDAR YEAR IN WHICH STATE GENERAL FUND 
REVENUES DID NOT INCREASE BY AT LEAST THE SUM OF INFLATION PLUS 
THE PERCENTAGE CHANGE IN STATE POPULATION FOR THE PRIOR 
CALENDAR YEAR, REPLACING THE REQUIREMENT THAT STATEWIDE BASE 
PER PUPIL FUNDING FOR PRESCHOOL, PRIMARY, AND SECONDARY 
EDUCATION AND TOTAL STATE FUNDING FOR ALL CATEGORICAL PROGRAMS 
FOR STATE FISCAL YEARS STARTING WITH THE 201 1-12 STATE FISCAL YEAR 
INCREASE BY THE RATE OF INFLATION WITH A REQUIREMENT THAT THE 
GENERAL ASSEMBLY SET THE STATEWIDE BASE PER PUPIL FUNDING AND 
TOTAL STATE FUNDING FOR ALL CATEGORICAL PROGRAMS AT NO LESS 
THAN THE LEVELS OF THE STATEWIDE BASE PER PUPIL FUNDING FOR 
PRESCHOOL, PRIMARY, AND SECONDARY EDUCATION AND TOTAL STATE 
FUNDING FOR ALL CATEGORICAL PROGRAMS FOR THE PRIOR FISCAL YEAR, 
INCREASING THE STATE FISCAL YEAR SPENDING LIMITS FOR THE 2005-06 
AND 2006-07 STATE FISCAL YEARS BY ONE PERCENTAGE POINT EACH, 
INCLUDING EACH ONE PERCENTAGE POINT INCREASE IN THE STATE FISCAL 
YEAR SPENDING BASE FOR THE PURPOSE OF CALCULATING SUBSEQUENT 
YEARS' STATE FISCAL YEAR SPENDING LIMITS EVEN IF STATE REVENUES 
DECLINE, AND REQUIRING SOME OF THE ADDITIONAL MONEYS UNDER THE 
INCREASED STATE FISCAL YEAR SPENDING LIMITS TO BE EXPENDED FIRST 
TO COMPENSATE LOCAL GOVERNMENTS FOR REVENUE LOSSES FROM THE 
SENIOR PROPERTY TAX EXEMPTION, NEXT TO PROVIDE A STATE CREDIT 
AGAINST BUSINESS PERSONAL PROPERTY TAXES, AND LASTLY FOR 
REFUNDS TO TAXPAYERS 



State Revenues 
Gencral Fund (Income Tax): * 

I Scnior Propcrty Tax Exemption 
Business Personal Property Tax Credit 

State Expenditures 
General Fund: 

Scnior Propcrty Tax Exemption 

Fiscal Impact Summary FY 2004/05 

Other State Impact: 
TABOR Surplus 

Scn~or Propertj Tax Exemptlon 
Buslness Pcrsonal Property Tax Credit 
0 t h  Refillid Mechanisms 

I 

-- 

FTE Position Change 0.0 FTE 

Effective Date: Upon approval of the voters after 2004 general election 

Appropriation Summary for FY 2004/05: None Required 

Local Government Impact: Local governments would receive payment for the Senior Property Tax 
Exemptlon In FY 2005-06. one year earlier than under current law. 

* Note: This increased revenue would increase the TABOR refund. 

0.0 FTE 

Summary of Legislation 

-- 

0.0 FTE 

This House concurrent resolution, adopted by the Interim Committee on Fiscal Restraints, 
submits proposed amendments to  Section 17 Article I X  (Amendment 23), and Section 20 (7) of  
Article X (TABOR) of  the Colorado Constitution at the 2004 general election. 

Section 17 of Article IX (Amendment 23). The concurrent resolution suspends the 
requirement to increase the statewide base per pupil fbnding and fbnding for all categorical programs 
by the inflation rate plus I percentage point during fiscal years following a calendar year in which 
General Fund revenues did not increase by the TABOR allowable growth limit. 

During the fiscal years the increase is suspended, the General Assembly is t o  set the statewide 
base per pupil funding and categorical fbnding at no less than the prior fiscal year's fbnding. The 
concurrent resolution allows the General Assembly t o  set the fbnding for these programs beginning 
in FY 201 1-12, but prohibits the fbnding to  be less than the fbnding for the prior fiscal year. 

Section 20 (7) ofArticleX (TABOR). The concurrent resolution increases the state TABOR 
revenue limits for FY 2005-06 and FY 2006-07 by 1 percentage point for each fiscal year. Beginning 
in FY 2006-07, if state revenues do  not reach the TABOR limit, the amount gained by each of  the 
1 percentage point increases would be added to  the base for determining subsequent year's limits. 
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If the additional money allowed by the 1 percentage point increase is at least 50 percent of 
the amount of compensation owed to the local governments for revenue losses from the senior 
property tax exemption, the additional moneys must be expended first to compensate local 
governments for these losses, then to provide a state credit against business personal property taxes, 
and lastly for refunds to taxpayers 

State Revenues 

The concurrent resolution increases the state TABOR revenue limits for FY 2005-06 and FY 
2006-07 by I percentage point for each fiscal year, The intent of this increase to the revenue limit 
is to fund the Senior Property Tax Exemption program and a Business Personal Property Tax Credit. 
Table I shows the forecasted revenues above the TABOR limit both under current law and the 
resolution's proposed amendment to TABOR. 

h b l e  I .  Impact of HCROJ-1003 on Allowable TABOR Revenue Spending 
(Dollars in millions) 

State Fiscal Current Law Proposed Law Fiscal Impact 

Year Revenue Above Limit Revenue Above Limit of Change 


Total $1,515.1 $859.1 $656.0 

Therefore, the proposal is estimated to increase the amount of the state revenue limit by 
$656.0 million over the forecasted 5 fiscal years. These revenues would otherwise be returned to 
taxpayers based on the current-law refund mechanisms. Because the concurrent resolution specifies 
that payments will first be made to local governments for the Senior Property Tax Exemption and 
then to allow for a Business Personal Property Tax Credit, an adjustment occurs to the current 
TABOR refind mechanisms. Table 2. shows the overall fiscal impact to these mechanisms. 

Table 2. Fiscal Impact on Existing TABOR Refund Mechanisms 
(Dollars in millions) 

I 
State Fiscal Year Adjusted Fiscal Impact 

FY 2004-05 $0 0 

FY 2005-06 $86 7 

FY 2006-07 $120 2 

FY 2007-08 $121.3 

FY 2008-09 $122 2 



Table 3 shows the projected impact to the various rehnd mechanism currently in place I t  
sho~ild be noted that most o f  the mechanrsms under current law are not forecasted to be triggered 
crrzd used to refund revenlie durrrzg the next Sfrscal years. It should also be noted that revenz~e is 
rt$mded rn the year.fil/owrrrg the year in which it is collected. 

- 
Table 3. Impact on Current TABOR Refund Mechanisms 

(DoUars in  millions) 
I I I I I 

Table 3 shows the dollar impact to taxpayers under this proposal who would otherwise have 
received a higher refund from these mechanisms. For example, the total impact to taxpayers who 
would have qualified to receive a rehnd under the Capital Gains mechanism during FY 2007-08 is 
a decrease of $5 1.2 million. Conversely, taxpayers will receive an additional sales tax r h n d  in the 
amount of $18.5 million in FY 2007-08. 

f I13 0 1-1 3 13 l:ostcr Care Issues 

F II3 99-1 3 1 1 Business Personal 
Property 

1113 99-1237 Capital Gains 

I113 00-1063 Rural IIenlth Providers 
(ends after FY 2007) 

fIB 00-1 351 Child Care Credit 

HB 01-1081 Research and 
I~evelopment 

E-IH 00-1227 Lower Motor Vehicle 
Fees 

lU3 00-1 355 High fechnology 
Scholarship Program 

Sales Tax Refund 

Total 

Because the concurrent resolution effectively allows for the Senior Property Tax Exemption 
beginning in FY 2005-06, one year earlier than current law, there will be an increase in General Fund 
income tax revenue due to taxpayers not claiming the same amount of itemized deductions on their 
income tax return. It is estimated that this amount will total approximately $1 million. One-half of 
this amount would accrue to FY 2005-06 and one-half to FY 2006-07. 

A similar revenue increase will occur due to the Business Personal Property Tax Credit. Since 
the credit is new, the revenue increase will occur in FY 2005-06 and beyond. The amount of the 
revenue increase is projected to be $619,000 in FY 2005-06 and $1.2 million in FY 2006-07. 
Because of the accrual shifts, the impact will be $309,500 in FY 2005-06, and $909,500 in FY 2006- 
07. 

F Y 2005-06 

$0.0 

FY 2006-07 

($86.7) 

($86.7) 

FY 2007-08 

($51 2) 

($0.4) 

($28 3) 

($15.2) 

($41 1) 

($2 5) 

$18 5 

($120.2) 

FY 2008-09 

($0 2) 

($140.0) 

$18.9 

($121.3) 

FY 2009-20 10 

($0 2) 

($145 0 )  

323 0 

(3122.2) 



Bill E 


Staie Expenditures 

Anzenclment 23. The concurrent resolution suspends the 1 percent requirement for the 
statewide base per pupilfimding and total categorical programs for any fiscal year when General Fund 
revenues grow by less than the allowable TABOR limit Since the Legislative Council's December 
2003 Forecast indicates that revenue will exceed the TABOR limit beginning in FY 2004-05 and each 
ofthe next 5 fiscal years, no expenditure impact is anticipated for this provision during the forecasted 
period through FY 2008-09 

TABOR. The concurrent resolution specifies that if the additional money allowed by the 1 
percentage point increase is at least 50 percent of the amount of compensation owed to the local 
governments for revenue losses from the senior property tax exemption, the additional moneys must 
be expended first to compensate local governments for these losses, then to provide a state credit 
against business personal property taxes, and lastly for refimds to taxpayers. 

Senior Property Tnu Exemption. As Table 1 above shows, the impact in FY 2005-06 is 
projected to be $86.7 million, and the impact for FY 2006-07 is projected to be $1 8 1.1 million. Since 
the projected amount in FY 2005-06 is more than 50 percent of the senior property tax exemption, 
the full  amount of $54.1 million would be paid to local governments in this year. Current law allows 
for the senior property tax exemption to begin in FY 2006-07. Therefore, it would begin one year 
earlier under this proposal. 

Business Personal Property Tax Credit. The balance of the increase after paying the senior 
property tax exemption would then be available in FY 2005-06 to pay for the business personal 
property tax credit. This balance amounts to $32.6 million ($86.7 minus $54.1). Legislative Council 
Staff estimates that currently, businesses will pay approximately $632.3 million in FY 2005-06 and 
$65 1.2 million in FY 2006-07 in personal property tax. Since this resolution allows up to 10 percent 
of total business personal property tax paid as a credit, only 5.1 percent rather than the 10 percent 
credit would be allowed in FY 2005-06, because the balance is insufficient for a full credit of $63.2 
million (10% of $632.3 million). Also, no additional amount would be allocated to be refimded to 
taxpayers. 

In FY 2006-07, the hll 10 percent credit in the amount of $65.1 million would be available 
After paying for the Senior Property Tax Exemption ($55.1 million), and the Business Personal 
Property Tax Credit ($65.1 million), an amount of $60.9 million would be the excess TABOR 
revenues available for refund under the current mechanisms. 

Impact on Current Expenditures. Since the concurrent resolution provides for a fimding 
source for the Senior Property Tax Exemption, from an increased TABOR base, the state General 
Fund expenditure for FY 2006-07 and beyond will be eliminated, thereby allowing these hnds to be 
used for other purposes. The expenditure savings in FY 2006-07 is projected to be $55.1 million. 



Local Government Impact 

The concurrent resolution states that if the additional money allowed by the 1 percentage 
point increase to TABOR (at the state level) is at least 50 percent of the amount of compensation 
owed to the local governments for revenue losses from the senior property tax exemption, the 
additional moneys must be expended first to compensate local governments for these losses Local 
governments would receive payment for the Senior Property Tax Exemption in FY 2005-06, one year 
earlier than under current law The amount of the exemption is $54.1 million in FY 2005-06, $55 1 
million in FY 2006-07, and $53 6 million in FY 2007-08 

Election Expenditure Impacts (For Informational Purposes Only) 

The bill contains a question to be referred to voters at the 2004 general election. This 
question will be published in newspapers and an analysis of the measure will be included in the Blue 
Book mailed to all registered voter households prior to the election. Under current law, costs for 
these functions will be paid through a General Fund line item in the Long Appropriations Bill. 

The estimated 2004 general election costs for the Blue Book are outlined in 
Table 4. 

- 
Table 4. Estimated Costs of Producing the 2004 Blue Book 

and Distributing to all Re&ered Voter Households 
11 Printing I $275,000 11 

Postage 

Translation 

I Estimated Expense Per Issue $188,167 1 

Newspaper Publication (English & Spanish) 

Total Expenses (for estimated 12 issues) 

State Appropriations 

$2757000 $12,000 

$1 ,600,000 

$2,162,000 

No appropriation would be required to implement the resolution. The resolution will allow 
for future additional funds to be appropriated under other legislation. 

I 

Departments Contacted 

Legislative Council Staff 
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SENATE SPONSORSHIP 

Anderson 

HOUSE SPONSORSHIP 

None 

SENATE CONCURRENT RESOLUTION 

SUBMITTING TO THE REGISTERED ELECTORS OF THE STATE OF COLORADO 

AN AMENDMENT 'TO SECTIOX 20 (7) OF ARTICLE X OF THE 

CONSTITUTION OF THE STATE OF COLORADO, CONCERNING A 

REQUIREMENT THAT THE FISCAL YEAR SPENDING LIMITS BE 

I CALCULATED BASED UPON PRIOR FISCAL YEAR SPENDING LIMITS, 

z 
I WITH ADJUSTMENTS FOR INFLATION AND GROWTH, WITHOUT BEING 

SUBJECT TO REDUCTION DUE TO DECLINES IN REVENUES. 

Resolution Summary 

(Note: This summary applies to this resohtion as introduced and does 
not necessarily reflect any amendments that may be subsequently adopted.) 

Interim Committee on F i s c a l  Restraints. Contingent upon the 
approval of the voters of the state at the 2004 general election: 

Requires the state fiscal year spending limit for the 2004-05 state 
fiscal year to be calculated based on the state fiscal year spending 
limit for the 2002-03 state fiscal year with adjustments for 
inflation plus the percentage change in state population for the 
2002 and 2003 calendar years. 
Requires spending limits for state fiscal years that commence on 

m - or after July 1 ,  2005, to be calculated based on prior fiscal year 
+ spending limits. with adjustments for inflation and growth, 
1 without being subject to reduction due to declines in revenues. 

Prohibits the state from making any populalion adjustmcnts bascd 
on the 2000 decennial census In any slatc fiscal ycar lhal 
commences on or after July 1. 2004. 
Requires a local district's fiscal year spending liinil for any fiscal 
year commencing on or after January 1.2005. but prior to Januan 
1, 2006, to be calculated based on the local district's fiscal year 
spending limit for the fiscal year that began on or after Januan 1. 
2003, but prior to January 1,2004, with adjustments for inflation 
plus local growth for the 2003 and 2004 calendar years. 
Requires spending limits for local district fiscal years t h a ~  
commence on or after January 1,2006, to be calculated bascd on 
prior fiscal year spending limits. with adjustments Tor inflation 
and local growth. without being subject lo reduction duc 10 

declines in revenues. 

Be It Resolved by the Senate of the Sixprourth (;e~~eral.~l.s.\~m~hlc (?/'the 

State of Colorado, the House of Representatives concurring herein: 

SECTION 1. At the next election at which such question may be 

submitted, there shall be submitted to the registered electors of the statc of 

Colorado, for their approval or rejection, the following amendment to the 

constitution of the state of Colorado, to wit: 

Section 20 (7) (a) and (7) (b) of article X of thc constitution of thc slalc 

of Colorado are amended to read: 

Section 20. The Taxpayer's Bill of Rights. (7) Spending l imits .  

(a) (i) FOR ANY STATE FISCAL YEAR THAT BEGINS PRIOR T O  JULY 1,2004, the 

maximum annual percentage change in state fiscal ycar spending equals 

inflation plus the percentage change in state population in the prior calendar 

year, adjusted for revenue changes approved by volers aficr 199 1 

(ii) FOR THE 2004-05 SI'ATE FISC.21. YIS.\I<. TIIE S1'1'rI' I:ISC.\I. l'I:.\I< 

S I~ESDIYG LIMIT IS TIIE ST.ATE l~'lSC.41. l'l~~:\I< S l ' l~S l ) lS ( i  l , l \ l l ' l~  l.'OI< I 111.; 2002-03 

STATE I:ISC.\L ~ . E , \ I <  PI,['S -riir; IWOIX~CT o r :  m\.i. I N I T  , \ X I )  IW S ~ Y  01.' TI  11 



AGGREG.YTE AMOCNT OF INFLATIOX PI,I!S THE PERCENT.4GE CHANGE IN STATE 

POPI,!I.ATION FOR THE 2002 AXD 2003 CALENDAR YEARS, ADJL'STLD FOR 

KEVENUE CHANGES APPROVED BY VOTERS AFTER 2002. 

(iii) FORTHE 2005-06 STATE FISCAL YEAR AND FOR EACH SUCCEEDING 

STATE FISCAL YEAR, THE STATE FISCAL YEAR SPENDING LIMIT IS THE STATE 

FISCAL YEAR SPENDING LIMIT FOR THE PRIOR STATE FISCAL YEAR PLUS THE 

PRODUCT OF THAT LIMIT AND THE SUM OF INFLATION PLUS THE PERCENTAGE 

CHANGE IN STATE POPULATION IN THE PRIOR CALENDAR YEAR, ADJUSTED FOR 

REVENUE CHANGES APPROVED BY VOTERS AFTER 2004. 

(iv) FOR PURPOSES OF THIS PARAGRAPH (a), population shall be 

determined by annual federal census estimates and such number shall be 

adjusted every decade to match the federal census. THESTATE SHALL NOT 

I MAKE ANY POPULATION ADJUSTMENT BASED ON THE 2000 DECENNIAL 
0\ 
N 

FEDERAL CENSUS IN ANY STATE FISCAL YEAR COMMENCING ON OR AFTER JULYI 

1,2004. 

(b) (i) FORANY LOCAL DISTRICT'S FISCAL YEAR THAT BEGINS PRIOR TO 

JANUARY1, 2005, the maximum annual percentage change in each local 

district's fiscal year spending equals inflation in the prior calendar year plus 

annual local growth, adjusted for revenue changes approved by voters after 

1991 and (8) @) and (9) reductions. 

(11) FORANY LOCAL DISTRICT'S FISCAL YEARTHAT BEGINS ON OR AFTER 

JANUARY1, 2005, BUT PRIOR TO JANUARY1, 2006, THE LOCAL DISTRICT'S 

FISCAL YEAR SPENDING LIMIT IS THE LOCAL DISTRICT'S FISCAL YEAR SPENDING 

.IXYUAL LOCAL GI<O~VTIII:OR T I I F  2003 . \ S I )  2004 n:..i~<s.c . ~ I . I ~ x I ) . ~ I <  

ADJUSTED FOR KCVLSI'E CII.\NGES .21'I'I<O\L,I) BY \'OT1;IIS \l:'l'l.:I< J . \Sl  :I<\ 1. 

2003. AYD (8) (b) ..\ND (9) KEDI:C'TIOSS. 

(iii) FOR ASY LOCAL DISTRICT'S FISCAI, YEAR THAT COMlIEXCES O S  O K  

AFTER JANUARY1,2006, AND FOR EACII SUCCEEDING I.OC.4L DISTRIC1' FISCAL 

YEAR, THE LOCAL DISTRICT'S FISCiZL YEAR SPCNDIN<'I LIMIT IS TIIE I.0C.Al. 

DISTRICT'S FISC.4L YE.AR SPENDING LIMIT FOR TIHE PRIOR l.OC.11. DIS'SRIC'I"S 

FISCAL YEAR PLUS THE PRODUCT OF THAT LIMIT AND TIIE S1' l 1  OF ISI:l..A'flOS 

PLUS LOCAL GROWTH IN THE PRIOR CALENDAR YEAR; :\D.LiS'CED FOR R1:VESI'I-

CHANGES APPROVED BY VOTERS AFTER JANUARY 1.2005. :\XI1 (8) (b).\Sl)( 9 )  

REDUCTIONS. 

SECTION 2. Each electorvoting at said election and desirous of voting 

for or against said amendment shall cast a vote as provided by law either "Yes" 

Or "NO"On the proposition: "AN AMENDMENT TO SECTION 20 (7) OF ARTICLE 

X OF THE CONST1TL:TION OF TIHE C O S C I ~ R S I S ~ iSTATE OF C~I.OI<ADO. \ 

REQUIREMENT THAT THE FISCAL YEAR SI'ENDINC; 1,I.LIITS 131: C;\I,CI 'I..\'l'ISI) 

BASED UPON PRIOR FISCAL YEAR SPENDING LIMITS, WITH ADJIJSTMESTS I:OK 

INFLATION AND GROWTH, WITHOUT BEING SUBJECT TO REDUCTION DUE TO 

DECLINES IN REVENUES." 

SECTION 3. The votes cast for the adoption or rejection of said 

amendment shall be canvassed and the result determined in the manner 

provided by law for the canvassing of votes for representatives in Congress, and 

if a majority of the electors voting on the question shall have voted "Yes". the 

said amendment shall become a part of the state constitution. 

--m JANUARY 1, 2003, BUT PRIOR T O  JANUARY1, 2004, PLUS THE PRODUCT OF-. 
THAT LIMIT AND THE SUM OF THE AGGREGATE AMOUNT OF INFLATION PLUS V 
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Drafting Number: LLS 04-0349 
Prime Sponsor(s): Sen. Anderson 

Date: January 10, 2004 
Bill Status: Interim Committee on Fiscal 

Restraints 
Fiscal Analyst: Lon Engelking (303-866-475 1) 

TITLE: SUBMITTING TO THE REGISTERED ELECTORS OF THE STATE OF COLORADO 
AN AMENDMENT TO SECTION 20 (7) OF ARTICLE X OF THE CONSTITUTION OF 
THE STATE OF COLORADO, CONCERNING A REQUIREMENTTHAT THE FISCAL 
YEAR SPENDING LIMITS BE CALCULATED BASED UPON PRIOR FISCAL YEAR 
SPENDING LIMITS, WITH ADJUSTMENTS FOR INFLATION AND GROWTH. 
WITHOUT BEING SUBJECT TO REDUCTION DUE TO DECLINES IN REVENUES 

II State Revenues 
General Fund 

I Fiscal Impact Summary I 

State Expenditures 
General Fund 

FY 2004/2005 

Changes the allowable revenue that can be kept 
and therefore expended for any purpose 

FY 200512006 

11 FTE Position Change I 0.0 FTE I 0.0 FTE 

Other State Impact: 
Increased TABOR limit (available for. appropriations) $39,100,000 

11 Effective Date: Upon approval of the voters after 2004 general election 

mpact to existing TABOR refund mechanisms 

Appropriation Summary for FY 200412005: None required 

(39,100,000) 1 (278,900,000) 

II Local Government Impact: Local governments would be allowed to keep and expend additional 
revenue as a result of a change in their revenue limitation calculation. 

Summary of Legislation 

This senate concurrent resolution, adopted by the Interim Committee on Fiscal Restraints, 
submits a proposed amendment to  Section 20 (7) of Article X of the Colorado Constitution at the 
2004 general election. The proposed amendment to  The Taxpayer's Bill of Rights commonly referred 
to  as TABOR, makes adjustments to  the state and local district's spending limitation as calculated 
under TABOR. 



For purposes of explanation in this fiscal analysis, spending limitation means the revenue the 
state or local districts are allowed to keep or spend under formula specified in TABOR. Revenue 
exceeding this limit will be returned to taxpayers via the mechanisms chosen outside ofthis proposal 

Proposed State Spending Limitation 

FYsprior to FY 2004-05 -- No change from existing TABOR limitation. 

FY 2004-05 -- the limit is based on the FY 2002-03 limit plus inflation plus 
population change from 2002 to 2003 plus voter approved revenue changes after 
2002. 

FY 2005-06 and lateryears -- the limit is based on the prior year limit plus inflation 
plus the population change from the prior year plus voter approved revenue changes 
after 2004 

The resolution hrther specifies that the state shall not make any population adjustment based 
on the 2000 decennial federal census in any state fiscal year commencing on or after July 1, 2004. 

Proposed Local District Spending Limitation 

FYs beginning prior to January 1, 2005 -- No change from existing TABOR 
limitation. 

FY beginning after January 1, 2005, butprior to January 1, 2006 -- the limit is 
based on the fiscal year that began after January 1,2003, but before January 1,2004 
limit plus inflation plus the local growth change from 2002 to 2003 plus voter 
approved revenue changes after January 1,2003. 

FY beginning after January 1, 2006, and later years -- the limit is based on the 
prior year limit plus inflation plus the local growth change from the prior year plus 
voter approved revenue changes after January 1, 2005. 

State Revenues 

Current law under TABOR, limits the aggregate annual increase in most state revenue to 
inflation plus the annual percentage change in state population The limit is applied to either the prior 
year's limit or to actual TABOR revenue collected in the prior year, whichever is less. This last 
provision of TABOR (tying the limit to revenue collected) is commonly referred to as the "rachet- 
down" effect If revenue is less than the allowable TABOR limit, the base for determining the 
following year's limit is reduced. Since the new limit is at a lower level than it otherwise would have 
been, the limit is said to have ratcheted down 
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This resolution eliminates the rachet effect of current law because the allowable limit is not 
based on the revenue collected from the prior year, but instead it is based on the prior year's limit 
plus inflation and population. ~ h u s ,  the proposal will allow the state to keep more revenue beginning 
in FY 2004-05 and return less to the taxpayers than otherwise would be allowed under current law. 
Table I shows the forecasted revenues above the TABOR limit both under current law and the 
resolution's proposed amendment to TABOR 

Table 1. Impact of SCR 04-003 on Allowable TABOR Revenuc Spending 
(Dollars in millions) 

State Fiscal 
Year 

Current Law 
Revenue Above Limit 

Proposed Law 
Revenue Above Limit 

Fiscal Impact 
of Change 

I-Y 2004-05 $39.1 $0 $39. I 

FY 2005-06 $347.4 $68.5 $278.5 

1:Y 2006-07 $450.6 $159.7 ' $290.5 

Therefore, the proposal is estimated to increase the amount of the state revenue limit by 
$1,232.7 million over the forecasted 5 fiscal years. These revenues would otherwise be returned to 
taxpayers based on the current-law refbnd mechanisms. Table 2 shows the projected impact to the 
various refbnd mechanism currently in place. It should be noted that most of the mechanisms under 
current law are not forecasted to be triggered and used to refund revenue during the next 5fiscal 
years. It should also be noted that revenue is refunded in the year following the year in which it 
is collected. 



Table 2. Impact on Current Refund Mechmisms 
(Dollnrs in millions) 

FY 2005-06 FY 2006-07 F Y 2007-08 I:Y 2008-09 FY 2009-2010 

1113 W-I 383 & 1113 00-1049 l k n e d  ($35 5) (f  36 9) ($37 7) 

Inwme C'red~l 


1113 0 1 - I3 I 3 1 osler C,~re Issues ($0 2) ($0 2) ($02) ($02) 


f I13 90- I 31 I 13us1ness Personal ($126 8)  ($134 4) ($140 0) ( Y  145 0) 

f'ropcrly 


f n3 V9-1237 Cap~lal Gdlns ($51 2) 


1113 00-1063 I<ur,d ticolth Provders ($0 4 )  

(ends aflcr I Y 2007) 


I IB 00-I 35 I Chlfd Care Credit ($28 3) 


liB 0 1 - 1081 Kecearch and ($15 2) 

I>evelopnient 


HI3 00- 1227 1 on er Motor Veh~cle ($41 1) 

Fees 


IIk3 00- 1355 I Iigh Technology ($02 5) 

Scholarship Program 


Sales Tau Kefund ($39 I ) ($1 16 4) ($17.6) ($127 5) ($136 3) 


Total ($39.1) ($278.9) ($290.9) ($304.6) ($319.21 

Table 2 shows the dollar impact to taxpayers who would have received a higher rehnd fiom 
these mechanisms without this proposal. For example, the total impact to taxpayers who would have 
qualified to receive a rehnd under the Earned Income Credit during FY 2006-07 is a decrease of 
$3 5.5 million. 

State Expenditures 

The resolution does not directly impact state expenditures. Rather, it allows the state to keep 
more ofthe revenue that it collects before it reaches the TABOR spending (revenue) limitation which 
triggers rehnds under the mechanisms in place under current law. The state would then be allowed 
to spend or appropriate more hnds  under separate legislation. 

Election Expenditure Impacts (For Informational Purposes Only) 

The bill contains a question to be referred to voters at the 2004 general election. This 
question will be published in newspapers and an analysis of the measure will be included in the Blue 
Book mailed to all registered voter households prior to  the election. Under current law, costs for 
these fknctions will be paid through a General Fund line item in the Long Appropriations Bill. 
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The estimated 2004 general election costs for the Blue Book are outlined in 
Table 3 .  

Table 3. Estimated Costs of Producing the 2004 Blue Book 
and Distributing to all Re~istered Voter Households 

Pr~nting $275.000 

Postage $275,000 

Translation % 12.000 

Newspaper Publication (English & Spanish) %1.600,000 

Total Expenses (for estimated 12 issues) $2,162,000 

11 Estimated Ex~ense Per Issue I $188.167 11 

Local Government Impact 

Local governments, referred to as Local Districts under TABOR, would be allowed to keep 
and spend additional revenue similar to the state because of the change in the allowable revenue or 
spending limitation as discussed above. No estimate is made at this time due to the many types of 
local governments, all with individual limitations and future revenue forecasts. 

State Appropriations 

No appropriation would be required to implement the resolution. The resolution will allow 
for additional funds to be appropriated under other legislation. 

Departments Contacted 

Legislative Council Staff 
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