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INTRODUCTION

The purpose of thisreport isto assist members of the Genera Assembly, state personnel, and other
interested parties in understanding state funding decisions made during the 2004 Regular Session.
This report provides an overview of state general tax revenues and expenditures, comparative and
historical information regarding appropriationsmade during the 2004 Regular Session, and adetailed
explanation of major funding changes for each state department. The FY 2004-05 Appropriations
Report includes the following five sections.

PARTI: OVERVIEW OF REVENUESAND EXPENDITURES

Thissection of thereport includes: (A) anoverview of state General Fund revenuesand expenditures,
as well as a discussion of related statutory requirements and limitations; (B) a discussion of
constitutional revenue and spending limits; and (C) a series of charts identifying the sources of
General Fund revenue and comparing the distribution of expenditures by program and fund source
over aten year period.

PART Il: SUMMARY TABLES

This section consists of a series of tables that summarize FY 2004-05 appropriations and FTE
authorizations by department and funding source. Tablesin subsection B provide comparable data
for the previous three fiscal years.

PART II1: EXPENDITURE/APPROPRIATION DETAIL BY DEPARTMENT

This section contains detailed information regarding funding for the operations of each state
department and for capital construction projects. The subsection for each department summarizes
funding and FTE authorizations by division for FY 2004-05 and for the previous fiscal year.
Narrative sections describe mgor changesin funding fromFY 2003-04 to FY 2004-05. Thissection
includes brief summaries of bills adopted in the 2003 and 2004 Regular Sessions that contained an
appropriation or implemented a major policy change.

The format reflects appropriations by bill and by division or program area for each department for
FY 2003-04 and FY 2004-05. The narrative describes factors affecting departmental budgets, fund
sources for each division, and division activities.

The footnotes to the 2004 Long Bill (H.B. 04-1422) can be found at the end of each departmental
section in the 2004 Session Laws, or they can be accessed viathe internet at the following address:

http://www.leg.state.co.us/CL1CS2004A/cdl.nsf/Ibcontainer/HB04-142270penDocument
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Additional information on department activities and funding requests may also be found in Joint
Budget Committee staff briefing, supplemental, and figure setting documents. These documents may
be accessed viathe internet at the following address:

http://www.state.co.us/gov_dir/leg_dir/jbc/jbcstaffdocs.htm

Note that these documents, unlike information included in this appropriations report, reflect staff
recommendations rather than final funding decisions made by the General Assembly.

APPENDICES

This section includes. (A) a glossary of terms used in this report; (B) descriptions of the general
policieswhich have been applied to determine funding for operations of state departments; (C) tables
summarizing 2004 Session adjustmentsto operating and capital construction appropriationsfor years
prior to FY 2003-04; (D) atable summarizing appropriationsfromthe State Education Fund; and (E)
atable summarizing appropriations from the Highway Users Tax Fund.

INDEX

Finaly, thisreport includesan index to assist thereader in identifying the state department associated
with a particular division, service, or program.
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PART | OVERVIEW OF REVENUES AND EXPENDITURES
A. GENERAL FUND OVERVIEW

This section provides an overview of General Fund revenues and expenditures based on Legidlative
Council'sMarch 2004 revenue estimate. The Legidative Council March 2004 revenue estimate was
used to prepare the FY 2004-05 budget. A summary of actions taken by the General Assembly to
balance the state budgets in FY 2003-04 and FY 2004-05 is also provided. Table 1 provides an
overview of General Fund revenues, spending obligations, and ending reservesfor both FY 2003-04
and FY 2004-05. Table 2 provides an overview of the statutory General Fund appropriations limit
for FY 2004-05.

Summary of Actions Taken to Balance the FY 2003-04 Budget:

Prior to the March revenue estimate, the General Assembly passed H.B. 04-1222 that eliminated the
transfer of $40.0 million fromthe General Fund to the Controlled Maintenance Trust Fund originaly
made in S.B. 03-242. Thisresulted in an increase to the General Fund of $41.9 million including
interest accrued on the $40.0 million. Additionally, the March revenue forecast anticipated a
reversion of $71.4 million General Fund as aresult of the Federal Medical Assistance Enhancement
for Medicaid. Boththetransfer and the reversion were accounted for in the March revenue estimate
and helpedto reducethetotal FY 2003-04 shortfall. Therefore, based on Legidative Council'sMarch
2004 revenue estimate, the General Fund revenue shortfall for FY 2003-04 was projected to be $48.0
million. The General Assembly passed H.B. 04-1420to changethereserverequirement for FY 2003-
04. Thishill provides the Governor the flexibility to reduce the required reserve by $48.0 million at
the end of thefiscal year, if necessary. These actions combined for total adjustmentsinthe FY 2003-
04 budget of $161.3 million.

Summary of Actions Taken to Balance the FY 2004-05 Budgets:

The General Assembly passed three bills during the 2004 Session in order to assist in balancing the
state budget. House Bill 04-1267 eliminated the required payback from the General Fund to the
Controlled Maintenance Trust Fund of $138.2 millionin FY 2004-05 and $138.2 millionin FY 2005-
06. HouseBill 04-1412 eliminated the required transfer of General Fund to the Capital Construction
Fund in FY 2004-05 (areduction of $101.8 million) and decreased the transfer by $100.7 million in
FY 2005-06. House Bill 04-1421 restructured the amountsfor various programs funded by moneys
received in the annual tobacco settlement payment in order to free up $40.1 million to transfer to the
General Fund in FY 2004-05. The net impact on the General Fund in FY 2004-05 for these three
actions was $280.1 million.
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Table 1 provides an overview of General Fund revenues, spending obligations, and ending reserves
for both FY 2003-04 and FY 2004-05.

Tablel
General Fund Overview (In Millions)
Description FY 2003-04 FY 2004-05

General Fund Available

Beginning General Fund Reserve $225.1 $175.6

Gross General Fund Revenues 5,605.1 5,955.4

Transfer to Older Colorado Fund (1.5 (1.5

Transfers from/(to) Other Funds (0.9 40.4

Excess Article X, Section 20 Revenues 0.0 (25.0)

Total General Fund Available $5,827.8 $6,144.9
General Fund Obligations

Capital Construction Transfer $9.5 $0.1

Rebates and Expenditures 114.8 117.1

Excess Reserveto HUTF 5.6 0.0

Excess Reserve to Capital Construction 2.8 0.0

Reimbursement for Senior Property Tax Cut 0.0 0.0

Reversion from Federal Medical Assistance Enhancement for (71.4) 0.0

Medicaid

General Fund Appropriations 5,590.9 5,795.9

Total General Fund Obligations $5,652.2 $5,913.1
Ending General Fund Reserve (Available Funds L ess Obligations) $175.6 $231.8
General Fund Reserve I nformation

Statutorily Required General Fund Reserve $175.6 $231.8

General Fund Reserve in Excess of Statutory Requirement $0.0 $0.0
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Beginning General Fund Reserve

These figures represent the projected total balance in the General Fund reserve at the start of the
fiscal year, based on the assumptions used for revenuesand obligations. The beginning General Fund
reserveisthe sameastheprior year'sending General Fund reserve. Section24-75-201.1 (1) (d) (111),
C.R.S,, requiresareserve of at least four percent of General Fund appropriationsand Section 24-75-
201.5, C.R.S,, requires the Governor to take action to reduce state spending during the year if
revenue estimates indicate the reserve would fall below two percent. Due to the revenue shortfall,
H.B. 04-1420 changed the reserve requirement for FY 2003-04, so that the Governor had the
flexibility to reduce the required reserve by $48.0 million at the end of the fiscal year, if necessary.

Gross Genera Fund Revenues

These figures represent estimates of the total General Fund revenues as reflected in Legidative
Council'sMarch 2004 revenue estimate. Themajor componentsof the State'sGeneral Fund revenues
are sales and use, individual and corporate income, insurance, and cigarette taxes. General Fund
revenues must be applied to statutory obligations before the General Assembly can appropriate the
remaining General Fund. These obligations include rebates and expenditures and the capital
construction transfer as described below.

S.B. 97-1 Transfer to Highway Fund

Senate Bill 97-1 allows 10.355 percent of the total sales tax revenue to be transferred to the State
Highway Fund for transportation projects as long as there is enough revenue in the General Fund to
fund a six percent increase in General Fund appropriations and the four percent statutory reserve.
Based on the Legidative Council March 2004 revenue estimate, there is not sufficient General Fund
revenue for transfers to occur in either FY 2003-04 or FY 2004-05.

Transfers to/from Other Funds

Thislineitem identifies miscellaneous transfers to or from the General Fund. The amount shownin
FY 2004-05 is primarily due to H.B. 04-1421 that restructured the amounts for various programs
funded by moneysreceived inthe annual tobacco settlement payment in order to free up $40.1 million
to transfer to the General Fund in FY 2004-05.

Excess Article X, Section 20 Revenues

Article X, Section 20 (TABOR) of the Colorado Constitution places restrictions on the amount of
total General Fund and cash fundsthat can be collected and, consequently, spent by the State. Based
on the Legidative Council's March 2004 revenue estimate, the State will not meet the alowable
amount of total General Fund and cash funds that can be retained by the State in FY 2003-04. It is
estimated that $25.0 million will need to be returned to tax payersin FY 2004-05. This amount is
based onthe L egidlative Council'sMarch 2004 revenue estimate of $24.6 million adjusted for changes
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in the Long Bill (H.B. 04-1422) and other special hills (H.B. 04-1413, H.B. 04-1419, S.B.04-138,
and S.B. 04-189) that increase the estimated amount of refund by $0.4 million.

Capital Construction Transfer

Section 24-75-302 (2), C.R.S., provides for automatic transfers of General Fund to the Capital
Construction Fund through FY 2005-06. These transfers are exempt from the calculation of the
statutory General Fund spending limit. The General Assembly can, and has, changed the amount of
the annual transfer when necessary. Senate Bill 03-262 reduced the transfer to the Capital
Construction Fund fromthe General Fund by $91.3 millionto atotal of $9.5 million for FY 2003-04.
House Bill 04-1412 eliminated the required transfersin FY 2004-05 (areduction of $101.8 million)
and decreased them by $100.7 million in FY 2005-06.

Rebates and Expenditures

Thesestatutory obligationsinclude Old Age Pensions, cigarettetax rebatesto local governments, Fire
and Police Pension Payments for local governments, and Elderly Property Tax and Heating Credits.
The estimates of these statutory obligations are exempt from the calculation of the statutory General
Fund spending limit.

Excess Reserve to HUTF and Capital Construction

Section 24-75-218, C.R.S., provides that any General Fund reserve in excess of the four percent
statutory reserve be transferred two thirds to the Highway Users Tax Fund and one third to the
capital construction fund. Amounts shown in this line item reflect those transfers.

Controlled Maintenance Trust Fund Transfer

Senate Bill 93-7 authorized the Capital Development Committee to recommend to the Joint Budget
Committee an amount of prior year excessrevenuesto betransferred to the Controlled Maintenance
Trust Fund. Each January, the Capital Development Committee may recommend that half of the
excess revenues in the prior year (up to $50 million) be transferred to the Controlled Maintenance
Trust Fund. Thisrecommendation, inthe form of aresolution, isvoted on by the General Assembly.
The original intent was to build a $300 million trust fund, so that the interest income could be used
to fund controlled maintenance projects for state buildings. Historically, there has been aline item
on Table 1 to reflect these transfers.

House Bill 95-1359 made a number of changesto the Controlled Maintenance Trust Fund. First, the
principal of the Controlled Maintenance Trust Fund may now constitute all or some portion of the
state'semergency reserve. Second, the recommendation onthetransfer amount now takesplace after
passage of the Long Bill. Third, on June 30, 1996, $176 million General Fund wastransferred to the
Controlled Maintenance Trust Fund. Finally, interest income may now be appropriated for controlled
maintenance projects. During the 2001 Session, in order to ensure that the S.B. 97-1 transfer of
General Fund to the Highway Fund would occur, H.B. 01-1267 authorized the transfer of $243.9
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million in the Controlled Maintenance Trust Fund to the General Fund on July 1, 2001. The
legidation also required that $276.4 million berepaid to the Controlled Maintenance Trust Fund from
the General Fund on July 1, 2002. Due to the revenue shortfall, H.B. 02-1466 changed the
repayment to two equal amounts of $138.2 million on July 1, 2003 and July 1, 2004. Asaresult of
the continuing revenue shortfall, these dateswerefurther delayed during the 2003 Sessionin S.B. 03-
262 to July 1, 2004 and July 1, 2005. Additionally, S.B. 03-342 authorized the transfer of $40.0
million fromthe General Fund to the Controlled Maintenance Trust Fund and established thisamount
as a Cash Flow Emergency Reserve. The Cash Flow Emergency Reserve was only to be used to
resolve a cash flow emergency.

In order to balance the FY 2003-04 budget, H.B. 04-1222 eliminated the transfer of $40.0 million
that was made in S.B. 03-242 for the cash flow reserve. Thisresulted in an increase to the General
Fund of $41.9 million including interest accrued on the $40.0 million. Additionally, H.B. 04-1267
eliminated the required payback from the General Fund to the Controlled Maintenance Trust Fund
of $138.2 millionin FY 2004-05 and $138.2 millionin FY 2005-06. Therefore, thislineitem has not
been included in Table 1 for either FY 2003-04 or FY 2004-05.

Reimbursement for Senior Property Tax Cut

In the 2000 General Election, Colorado voters approved a constitutional amendment that reduces
property taxesfor qualifying senior citizens. The property tax reductionisavailableto senior citizens
65 years of age or older. Qualifying seniors must have owned and lived in their homesfor aleast ten
years. The cost of the exemption is borne by the State rather than by local governments or other
property owners. Beginning in 2003, the State Treasurer is required to annually reimburse local
governments by April 15 for property tax revenueslost asaresult of the exemption. However, due
to therevenue shortfall, S.B. 03-265 suspended thisprogramfor threeyears (FY 2003-04, FY 2004-
05, and FY 2005-06). Asaresult, therewill be no costs associated with thisprogramin FY 2003-04
or FY 2004-05.

Reversion from Federal Medical Assistance Enhancement for Medicaid

The federal government provided states an enhanced Medicaid rate as part of the Jobs and Growth
Tax Relief Reconciliation Act of 2003. This enhanced Medicaid rate increased the proportion of
federal funds the states received as a match to the General Fund expended by states. In Colorado,
this resulted in reversions of $15.0 million General Fund in FY 2002-03 and $71.4 million General
Fund in FY 2003-04 that did not need to be used for Medicaid match purposes and helped to balance
the state budget in those years.

Genera Fund Appropriations

Thesefigures represent the total appropriations made inthe Long Bill and in any separate bills. This
amount doesnot includefunds appropriated for Rebatesand Expenditures, which aredescribed above
and are exempt from the calculation of the statutory General Fund spending limit.
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Ending General Fund Reserve

Thisfigure represents the amount of General Fund inreserve after the transfers and other obligations
described above have occurred. The ending General Fund reserve for one fiscal year becomes the
beginning General Fund reserve for the next.

Statutorily Required General Fund Reserve

Section 24-75-201.1 (1) (d) (111), C.R.S., requires a reserve of at least four percent of the total
General Fund appropriationsat the beginning of thefiscal year. If at any timeduring the year revenue
projectionsindicate that there would not be sufficient General Fund revenuesto maintain at least half
of the required four percent (i.e., two percent), the Governor must take steps to reduce or restrict
spending pursuant to Section 24-75-201.5, C.R.S.  Due to the revenue shortfall, H.B. 04-1420
changed the reserve requirement for FY 2003-04, so that the Governor had the flexibility to reduce
the required reserve by $48.0 million at the end of the fiscal year, if necessary.

Statutory Limit on General Fund Appropriations

Section 24-75-201.1, C.R.S,, restrictsthe increase in state General Fund appropriationsto the lesser
of five percent of state personal income or six percent over thetotal General Fund appropriations of
the previous year. The statutes also provide exemptions from the limit for the first year of new
federal mandates, requirementsof final court orders, and voter approved increases. Sinceitspassage,
the lesser amount has been six percent over the previous year's General Fund appropriations, so it is
commonly called the "six percent spending limit." It is aso referred to as the Arveschoug or
Arveschoug/Bird limit after the prime sponsors of the last version of the statute, Representative
Arveschoug and Senator Bird.

PART | - A -8- GENERAL FUND OVERVIEW



Table 2 shows the FY 2003-04 General Fund appropriations base used to calculate the allowable
General Fund appropriationsin FY 2004-05. Thetable also showsthe Genera Fund appropriations
that are exempt from the limit in FY 2004-05, and the amount of General Fund appropriations that
could be made within the limit for FY 2004-05 if revenues become available.

Table2
Section 24-75-201.1, C.R.S,, Statutory AppropriationsLimit (In Millions)
FY 2003-04 General Fund Appropriations Base $5,590.9
Multiplied by: Allowable Growth of Six Percent 1.06
FY 2004-05 Genera Fund Appropriations Limit $5,926.4
FY 2004-05 General Fund Appropriations $5,795.9
Less: General Fund Appropriations Exempt from Statutory Limitation 0.0
FY 2004-05 General Fund Appropriations Subject to Limit $5,795.9
Over/(Under) FY 2004-05 General Fund Limit ($130.5)
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B. ARTICLE X, SECTION 20 (TABOR) OVERVIEW

In addition to the General Fund appropriation limitations imposed by Section 24-75-201.1, C.R.S,,
Article X, Section 20 of the Colorado Constitution places restrictions on the amount of total General
Fund and cash funds that can be collected and, consequently, spent by the State. This section
provides information about this constitutional revenue and spending limit.

The provisions of Article X, Section 20 have severa key points affecting the state budget:

. Fiscal year spending is defined as expenditures or reserve increases. In other words, all
revenues received by the State that are not specifically exempt are considered "spending”;
. Thechangeinfiscal year spending for the next year isrestricted to the changeininflation plus

the percentage change in state population in the prior calendar year, adjusted for revenue
changes approved by the voters after 1991;

. Prior to July 1, 2003, any revenues received in excess of the allowable change in fiscal year
spending must be refunded in the next year unless the voters approve the State keeping the
exCess,

. After July 1, 2003, any revenues received in excess of the allowable change in fiscal year

spending must be refunded in the current fiscal year unless the voters approve the State
keeping the excess (S.B. 03-222 and H.B. 03-1238 addressed thisissue); and

. The base for calculating the allowable growth is the lesser of either actual revenues or the
alowable limit.

In order to comply with the limits contained in Article X, Section 20, several calculations are
necessary. Because this provison makes no distinction between General Fund and cash funds
collected by the state, it is necessary to make forecasts of all the separate cash funds as well as the
General Fund. The estimated totals of the General Fund and cash funds are then increased by the
estimated changesininflation and population to project theallowableincreaseinfiscal year spending.

As aresult of the 2000 Census, it was discovered that actual population growth in the State was
under-counted in prior years, resulting in over-refunds of state revenues. House Bill 02-1310 allows
the state to recoup state revenues lost due to over-refunds resulting from the underestimates of
population growth. The bill establishes a process which allows the adjustment of population every
decadeto match the federal census. This process allowsthe adjustment to occur over morethan one
fiscal year when the actual amount of statefiscal year spending for the first fiscal year in which such
an adjustment can be made is insufficient to allow the state to recoup the full amount of all over-
refunds. Therefore, Legidative Council's March 2004 revenue estimate makes adjustments to the
calculation of the allowable increase of revenues that the State may retain in FY 2003-04 and FY
2004-05.
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COLORADO STATE BUDGET
SOURCES OF GENERAL FUND REVENUE
(Fiscal Year 2004-05)

Estimated Gross General Fund Revenues = $5.956 Billion*

2.3%
1.6%
3.2%
4.2%
33.6%
Revenue Source
i Individual Income Taxes Sales & Use Taxes
D Corporate Income Taxes E Insurance Premium Taxes

D Cigarette, Tobacco & Liquor Taxes D Other Revenues

* Source: Colorado Legidative Council Staff's March 2004 Economic and Revenue Forecast. These percentages are net of income tax receipts
that are transferred to the State Education Fund.
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COLORADO STATE OPERATING BUDGET
HISTORY OF APPROPRIATIONSBY FUNDING SOURCE
(Fiscal Years 1995-96 thr ough 2004-05)
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COLORADO STATE OPERATING BUDGET
COMPARISON OF TOTAL APPROPRIATIONSBY PROGRAM

FY 1994-95 = $7.73 billion FY 2004-05 = $13.83 billion

31.3%

15.9%

Departments
i Human Services/Health Care Education (K-12)
D Higher Education E Transportation
E} Corrections/Judicial D General Government
D Other
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COLORADO STATE OPERATING BUDGET
COMPARISON OF GENERAL FUND APPROPRIATIONSBY PROGRAM

FY 1994-95 = $3.62 billion FY 2004-05 = $5.83 billion

29.6%

27.4%

41.6%

43.6% 3.5%

0.9%

5.5%
1.1%

9 4%, 12.3%

15.0% 10.1%

Departments
i Human Services/Health Care Education (K-12)
D Higher Education D Corrections/Judicial
D General Government D Other
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PART II: SUMMARY TABLES

FY 2004-05 APPROPRIATIONS BY DEPARTMENT AND FUND SOURCE

Cash Funds

Depar tment General Fund Cash Funds Exempt Federal Funds TOTAL
Agriculture $4,227,529 $22,281,732 $1,535,265 $1,725,153 $29,769,679
Corrections 500,199,822 2,371,727 52,274,745 2,915,688 557,761,982
Education 2,539,580,382 14,760,077 455,292,596 413,109,122 3,422,742,177
Governor 15,838,358 225,779 1,706,447 17,527,584 35,298,168
Health Care Palicy
and Financing 1,258,646,139 11,448,429 265,281,003  1,479,050,526 3,014,426,097
Higher Education 587,972,772 959,812,693 98,694,206 19,805,153 1,666,284,824
Human Services 465,503,517 88,177,547 611,896,853 500,114,343 1,665,692,260
Judicial 219,577,404 59,868,406 7,309,859 1,454,690 288,210,359
Labor and Employment 0 27,113,582 15,797,544 88,829,627 131,740,753
Law 6,856,156 3,222,094 23,745,588 823,591 34,647,429
Legidature 28,541,104 90,000 760,127 0 29,391,231
Local Affairs 4,916,082 25,439,159 99,289,589 48,392,667 178,037,497
Military and Veterans
Affairs 3,952,227 26,244 2,461,518 122,220,128 128,660,117
Natural Resources 22,352,945 36,674,275 101,122,425 16,465,643 176,615,288
Personnel and
Administration 8,393,430 11,782,730 153,552,160 71,531 173,799,851
Public Health and
Environment 13,044,693 31,810,189 64,911,763 170,137,775 279,904,420
Public Safety 56,810,015 10,371,740 110,771,188 42,106,614 220,059,557
Regulatory Agencies 1,032,389 51,232,824 11,415,142 1,087,500 64,767,855
Revenue 89,075,506 44,674,817 387,892,284 1,806,849 523,449,456
State 0 13,078,901 9,120,572 31,897 22,231,370
Transportation 0 64,499,612 553,110,174 299,745,225 917,355,011
Treasury 4,525,569 2,152,689 261,627,000 0 268,305,258
OPERATING TOTAL  $5,831,046,039 $1,481,115,246 $3,289,568,048 $3,227,421,306 $13,829,150,639
Capital Congtruction & 9,579,540 19,400,000 212,300,354 26,683,562 267,963,456

GRAND TOTAL $5,840,625,579 $1,500,515,246 $3,501,868,402
al The General Fund amount also includes appropriations from the Capital Construction Fund.
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FOUR-YEAR SUMMARY OF EXPENDITURESAPPROPRIATIONS:

TOTAL FUNDS

FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05
Depar tment Actual Actual Appropriation Appropriation

Agriculture $31,849,617 $30,641,416 $29,133,822 $29,769,679
Corrections 506,436,018 497,836,989 536,303,385 557,761,982
Education 2,855,803,568 3,097,489,563 3,274,916,027 3,422,742,177
Governor 38,313,377 49,457,915 34,070,494 35,298,168
Health Care Palicy

and Financing 2,511,405,526 2,523,155,464 2,943,122,329 3,014,426,097
Higher Education 1,578,125,078 1,623,003,117 1,648,148,926 1,666,284,824
Human Services 1,747,493,635 1,744,645,619 1,850,660,022 1,665,692,260
Judicial 256,686,865 252,920,822 275,986,626 288,210,359
Labor and Employment 127,323,910 133,860,042 116,114,543 131,740,753
Law 32,635,710 32,424,882 33,513,110 34,647,429
Legidature 29,442,683 27,818,653 28,587,781 29,391,231
Local Affairs 144,528,248 161,014,101 180,117,570 178,037,497
Military and Veterans

Affairs 125,101,054 126,616,767 128,165,287 128,660,117
Natural Resources 163,185,164 168,273,019 168,939,587 176,615,288
Personnel and

Administration 130,852,754 143,098,542 161,476,844 173,799,851
Public Health and

Environment 277,195,981 268,413,652 258,253,057 279,904,420
Public Safety 184,541,353 185,065,702 194,975,820 220,059,557
Regulatory Agencies 66,689,101 75,668,709 67,218,961 64,767,855
Revenue 475,567,529 449,450,158 517,151,105 523,449,456
State 12,010,760 17,900,131 51,405,823 22,231,370
Transportation 1,328,766,891 1,412,390,840 846,500,558 917,355,011
Treasury 284,512,817 343,049,340 261,771,989 268,305,258
TOTAL $12,908,467,639 $13,364,195,443 $13,606,533,666 $13,829,150,639
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FOUR-YEAR SUMMARY OF EXPENDITURESAPPROPRIATIONS:

GENERAL FUND

FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05

Depar tment Actual Actual Appropriation Appropriation
Agriculture $10,043,344 $8,136,745 $4,112,471 $4,227,529
Corrections 449,923,942 452,142,967 469,617,009 500,199,822
Education 2,267,438,153 2,311,858,706 2,417,670,435 2,539,580,382
Governor 19,931,831 31,362,772 13,380,007 15,838,358
Health Care Palicy
and Financing 1,081,902,587 1,023,368,495 1,231,199,613 1,258,646,139
Higher Education 740,162,419 685,415,820 591,409,402 587,972,772
Human Services 489,631,140 472,405,155 458,601,429 465,503,517
Judicial 206,485,128 204,831,317 208,617,893 219,577,404
Labor and Employment 0 0 0 0
Law 9,489,623 8,411,421 6,543,957 6,856,156
Legidature 27,952,979 26,808,192 27,063,281 28,541,104
Local Affairs 10,529,992 7,228,211 4,755,544 4,916,082
Military and Veterans
Affairs 4,011,228 4,126,783 3,897,319 3,952,227
Natural Resources 24,934,680 22,320,367 19,710,055 22,352,945
Personnel and
Administration 13,844,015 11,381,546 7,986,986 8,393,430
Public Health and
Environment 31,775,181 15,667,454 12,500,105 13,044,693
Public Safety 56,596,877 53,403,014 54,171,145 56,810,015
Regulatory Agencies 1,678,287 1,608,495 1,051,133 1,032,389
Revenue 109,289,836 89,778,263 90,654,825 89,075,506
State 0 0 0 0
Transportation 0 0 0 0
Treasury 30,609,757 91,216,155 4,353,913 4,525,569
TOTAL $5,586,230,999 $5,521,471,878 $5,627,296,522 $5,831,046,039
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FOUR-YEAR SUMMARY OF EXPENDITURESAPPROPRIATIONS:

CASH FUNDS
FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05
Depar tment Actual Actual Appropriation Appropriation
Agriculture $17,113,812 $15,808,567 $22,334,351 $22,281,732
Corrections 12,571,427 2,535,074 2,912,102 2,371,727
Education 12,245,432 12,710,475 15,233,415 14,760,077
Governor 103,908 77,086 144,950 225,779
Health Care Palicy
and Financing 10,589,766 1,010,038 12,181,611 11,448,429
Higher Education 747,490,541 844,391,865 959,399,101 959,812,693
Human Services 71,374,658 84,327,303 85,815,234 88,177,547
Judicia 40,543,942 41,627,577 59,134,676 59,868,406
Labor and Employment 26,044,542 20,291,281 26,134,315 27,113,582
Law 1,115,355 1,045,817 2,413,554 3,222,094
Legidature 90,000 82,410 188,743 90,000
Local Affairs 21,259,717 25,232,766 25,100,161 25,439,159
Military and Veterans
Affairs 13,639 10,930 25,117 26,244
Natural Resources 37,423,208 30,423,055 37,884,274 36,674,275
Personnel and
Administration 12,792,663 11,036,689 10,847,769 11,782,730
Public Health and
Environment 20,927,316 22,908,242 30,914,921 31,810,189
Public Safety 5,963,196 5,970,891 9,948,119 10,371,740
Regulatory Agencies 47,442,782 48,974,331 50,941,141 51,232,824
Revenue 34,829,486 34,245,033 44,804,075 44,674,817
State 11,249,316 10,809,735 13,797,176 13,078,901
Transportation 14,423,116 12,079,479 64,902,123 64,499,612
Treasury 0 644,064 2,205,076 2,152,689
TOTAL $1,145,607,822 $1,226,242,708 $1,477,262,004 $1,481,115,246
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FOUR-YEAR SUMMARY OF EXPENDITURESAPPROPRIATIONS:

CASH FUNDS EXEMPT

FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05
Depar tment Actual Actual Appropriation Appropriation

Agriculture $1,459,284 $3,906,459 $1,517,498 $1,535,265
Corrections 35,055,589 40,112,885 59,904,567 52,274,745
Education 274,508,386 437,828,026 461,334,608 455,292,596
Governor 2,903,780 3,207,886 1,827,420 1,706,447
Health Care Palicy

and Financing 171,727,704 223,819,939 236,020,640 265,281,003
Higher Education 72,361,910 74,261,623 77,938,125 98,694,206
Human Services 776,769,849 739,204,008 790,839,266 611,896,853
Judicial 7,468,675 5,167,956 6,475,448 7,309,859
Labor and Employment 15,868,423 14,387,052 15,252,400 15,797,544
Law 21,287,083 22,209,880 23,754,809 23,745,588
Legidature 1,399,704 928,051 1,335,757 760,127
Local Affairs 64,818,932 71,453,457 101,519,458 99,289,589
Military and Veterans

Affairs 0 1,473,935 2,086,791 2,461,518
Natural Resources 86,065,299 100,083,070 94,945,569 101,122,425
Personnel and

Administration 104,144,545 120,578,302 142,570,558 153,552,160
Public Health and

Environment 59,942,699 47,194,829 55,108,546 64,911,763
Public Safety 83,936,885 86,096,222 87,771,436 110,771,188
Regulatory Agencies 16,488,478 23,377,370 14,136,326 11,415,142
Revenue 329,871,761 322,716,224 379,766,587 387,892,284
State 761,444 53,000 879,395 9,120,572
Transportation 985,520,724 1,008,872,317 469,487,824 553,110,174
Treasury 253,903,060 251,189,121 255,213,000 261,627,000
TOTAL $3,366,264,214 $3,598,121,612 $3,279,686,028 $3,289,568,048
PART I1-B -19- SUMMARY TABLES




FOUR-YEAR SUMMARY OF EXPENDITURESAPPROPRIATIONS:

FEDERAL FUNDS

FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05
Depar tment Actual Actual Appropriation Appropriation

Agriculture $3,233,177 $2,789,645 $1,169,502 $1,725,153
Corrections 8,885,060 3,046,063 3,869,707 2,915,688
Education 301,611,597 335,092,356 380,677,569 413,109,122
Governor 15,373,858 14,810,171 18,718,117 17,527,584
Health Care Palicy

and Financing 1,247,185,469 1,274,956,992 1,463,720,465 1,479,050,526
Higher Education 18,110,208 18,933,809 19,402,298 19,805,153
Human Services 409,717,988 448,709,153 515,404,093 500,114,343
Judicial 2,189,120 1,293,972 1,758,609 1,454,690
Labor and Employment 85,410,945 99,181,709 74,727,828 88,829,627
Law 743,649 757,764 800,790 823,591
Legidature 0 0 0 0
Local Affairs 47,919,607 57,099,667 48,742,407 48,392,667
Military and Veterans

Affairs 121,076,187 121,005,119 122,156,060 122,220,128
Natural Resources 14,761,977 15,446,527 16,399,689 16,465,643
Personnel and

Administration 71,531 102,005 71,531 71,531
Public Health and

Environment 164,550,785 182,643,127 159,729,485 170,137,775
Public Safety 38,044,395 39,595,575 43,085,120 42,106,614
Regulatory Agencies 1,079,554 1,708,513 1,090,361 1,087,500
Revenue 1,576,446 2,710,638 1,925,618 1,806,849
State 0 7,037,396 36,729,252 31,897
Transportation 328,823,051 391,439,044 312,110,611 299,745,225
Treasury 0 0 0 0
TOTAL $2,810,364,604 $3,018,359,245 $3,222,289,112 $3,227,421,306
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FOUR-YEAR SUMMARY OF EXPENDITURESAPPROPRIATIONS:

FTE
FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05
Depar tment Actual Actual Appropriation Appropriation
Agriculture 281.9 269.8 271.2 278.2
Corrections 5,661.0 5,610.8 5,825.6 5,879.9
Education 398.4 421.2 419.7 434.8
Governor 116.1 109.4 106.9 106.9
Health Care Palicy
and Financing 166.1 167.1 200.4 204.5
Higher Education 18,679.1 18,592.0 18,501.9 18,281.3
Human Services 4,679.8 4,395.4 4,514.4 4,527.7
Judicial 3,038.0 3,249.5 3,197.4 3,285.2
Labor and Employment 1,029.9 1,108.0 1,076.4 1,119.8
Law 324.2 319.6 335.7 337.3
Legidature 272.8 272.8 272.8 273.2
Local Affairs 169.3 167.6 172.1 175.1
Military and Veterans
Affairs 1,190.3 1,158.3 1,156.8 1,184.8
Natural Resources 1,442.4 1,461.4 1,532.2 1,538.7
Personnel and
Administration 553.5 541.1 570.1 571.8
Public Health and
Environment 995.2 1,042.1 1,094.6 1,115.9
Public Safety 1,233.2 1,234.9 1,247.4 1,265.7
Regulatory Agencies 510.5 506.9 518.2 520.1
Revenue 1,463.8 1,395.7 1,455.7 1,448.7
State 95.8 95.8 113.6 128.3
Transportation 3,284.2 3,294.2 3,297.2 3,301.2
Treasury 24.0 245 255 255
TOTAL 45,609.5 45,438.1 45,905.8 46,004.6
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PART I1l1: EXPENDITURE AND APPROPRIATION DETAIL
BY DEPARTMENT

DEPARTMENT OF AGRICULTURE

The Department of Agriculture regulates, promotes and supports various agricultural activities
throughout Colorado. Department personnel perform a wide range of services including policy
analysis, program inspection, regulation of the State's agricultural industries, and management of the
Colorado State Fair.

The Department is comprised of the Commissioner's Office and Administrative Services, the
Agricultural ServicesDivision, the Agricultural Markets Division, the Brand Board, Special Purpose,
Colorado State Fair, and the Conservation Board, which was transferred from the Department of
Natural Resourcesin FY 2000-01.

Department Budget: Recent Actual Expenditures and Appropriations

FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05
Funding Sour ce Actual Actual Appropriation Appropriation
General Fund $10,043,344 $8,136,745 $4,112 471 $4,227,529
Cash Funds 17,113,812 15,808,567 22,334,351 22,281,732
Cash Funds Exempt 1,459,284 3,906,459 1,517,498 1,535,265
Federal Funds 3,233,177 2,789,645 1,169,502 1,725,153
Total Funds $31,849,617 $30,641,416 $29,133,822 $29,769,679
Full Time Equivalents 281.9 269.8 271.2 278.2

FY 2004-05 Budget Changes

Significant changes to the Department's appropriations for FY 2004-05 versus FY 2003-04 include
the following:

a An increase of $277,000 across al funding sources for salary survey;
a An increase of $165,000 across all funding sources for performance-based pay awards; and

a An increase of $15,000 cash funds exempt for the Noxious Weed Management Grant
Program to manage a cooperative effort to eradicate newly emerging species.
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General Factors Driving the Budget

Funding for this department consists of 14.2 percent General Fund, 74.8 percent cash funds, 5.2
percent cash funds exempt, and 5.8 percent federal funds. Some of themost important factorsdriving
the budget are reviewed below.

Agricultural Services Division

For FY 2004-05, the Agricultural Services Division is appropriated 35.8 percent of the department's
total budget and 51.6 percent of the Department'stotal General Fund appropriation. The passage of
S.B. 03-297, which refinanced the Inspection and Consumer Services program, reduced the
Department's total General Fund appropriation by $3.4 million beginning in FY 2003-04.

Thisdivisionisdivided into thefollowing sections: | nspectionand Consumer Services; Plant Industry;
and Animal Industry. Historically, alarge majority of the Department’ s additional funding requests
are generated by programs within this divison. For FY 2004-05, the General Assembly approved
the Department's $15,000 cash funds exempt request related to the Noxious Weed Management
Grant Program.

Cash Funds

The magjority of the Department’ s funding (74.8 percent) is cash funds generated primarily through
fees collected from inspection and certification services performed by the Agricultural Services
Division and the Brand Board as well as revenue earned from the activities of the State Fair. The
Colorado State Fair receives 36.3 percent of the Department's overall cash fund appropriation. The
Fair collects the mgority of its revenue during the 17-day Colorado State Fair held during August
eachyear. Theprovisonsof S.B. 03-297 have increased the cash funds segment of the Department's
total appropriation from 58.1 percent in FY 2002-03 to 74.8 percent in FY 2004-05.

Summary of FY 2003-04 and FY 2004-05 Appropriations

Total Department Appropriations

GF CF CFE FF Total FTE

FY 2003-04 Total Appropriation: $4,112,471  $22,334,351 $1,517,498  $1,169,502 $29,133,822  271.2

Breakdown of Total Appropriation by Administrative Section

Commissioner's Office and

Administrative Services 872,255 1,254,784 1,338,011 257,574 3,722,624 18.7
Agricultural Services Division 2,187,220 8,251,978 25,000 411,928 10,876,126 146.6
Agricultural Markets Division 388,082 75,337 119,837 0 583,256 5.2
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GF CF CFE FF Total FTE

Brand Board 0 4,017,193 0 0 4,017,193 66.3
Special Purpose 0 543,847 34,650 0 578,497 10
Colorado State Fair 0 8,080,712 0 0 8,080,712 26.9
Conservation Board 664,914 110,500 0 500,000 1,275,414 6.5

Breakdown of Total Appropriation by Bill

SB 03-258 7,824,798 18,983,393 1204587 1175556 20,188,334 2712
SB 03-273 (244,080)  (245,333) 0 (5015)  (494,428) 0.0
SB 03-297 (3,426,870) 3,437,811 312,011 0 323,852 0.0
HB 03-1316 (1,080) (1,486) 0 (19) (2,585) 0.0
HB 04-1316 (40,297) 150,966 0 (1,020) 118,649 0.0

FY 2004-05 Total Appropriation: $4,227,529  $22,281,732 $1,535265  $1,725,153 $29,769,679  278.2

Breakdown of Total Appropriation by Administrative Section

Commissioner's Office and

Administrative Services 991,946 1,675,926 1,340,778 817,887 4,826,537 26.7
Agricultural Services Division 2,183,149 8,016,835 40,000 407,266 10,647,250  145.6
Agricultural Markets Division 388,000 75,337 119,837 0 583,174 5.2
Brand Board 0 3,781,302 0 0 3,781,302 66.3
Special Purpose 0 543,376 34,650 0 578,026 10
Colorado State Fair 0 8,078,677 0 0 8,078,677 26.9
Conservation Board 664,434 110,279 0 500,000 1,274,713 6.5

Breakdown of Total Appropriation by Bill

HB 04-1261 0 15,343 0 0 15,343 0.0
HB 04-1422 4,227,529 22,266,389 1,535,265 1,725,153 29,754,336  278.2
Increase/(Decr ease) $115,058 ($52,619) $17,767 $555,651 $635,857 7.0
Percentage Change 2.8% -0.2% 1.2% 47.5% 22%  2.6%
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Detail of Appropriation by Administrative Section

Commissioner's Office and Administrative Services

TheCommissioner'sOffice, inconjunctionwiththe Colorado Agricultural Commission, isresponsible
for the development and implementation of agricultural policies throughout Colorado. The
Administrative Services section provides administrative and technical support for various programs
withinthe Department, such asaccounting, budgeting, human resources, and computer programming.
The adoption of S.B. 03-169 has increased the cash funds exempt appropriation from 10.0 percent
inFY 2002-03to 27.8 percent in FY 2004-05. These moneysareprimarily derived fromindirect cost
recoveries. Cash funds comprise 34.7 percent of funding for the Commissioner's Office and are
generated from fees collected by various cash funded programs within the Department.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $1,816,632 $1,192,214 $1,025,100 $263,628 $4,297,574 18.7
SB 03-273 (244,080) (245,333) 0 (5,015) (494,428) 0.0
SB 03-297 (658,920) 356,950 312,911 0 10,941 0.0
HB 03-1316 (1,080) (1,486) 0 (29) (2,585) 0.0
HB 04-1316 (40,297) (47,561) 0 (1,020 (88,878) 0.0
TOTAL $872,255 $1,254,784 $1,338,011 $257,574 $3,722,624 18.7
FY 2004-05 Appropriation:
HB 04-1422 $991,946 $1,675,926 $1,340,778 $817,887 $4,826,537 26.7
TOTAL $991,946 $1,675,926 $1,340,778 $817,887 $4,826,537 26.7
I ncrease/(Decr ease) $119,691 $421,142 $2,767 $560,313 $1,103,913 8.0
Percentage Change 13.7% 33.6% 0.2% 217.5% 29.7%  42.8%
FTE Detail FY 2003-04 FY 2004-05
Commissioner's Office 6.7 6.7
Administrative Services 12.0 12.0
Federal Grants 0.0 8.0
18.7 26.7
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FTE Changes. Theincrease of 8.0 FTE reflects higher anticipated federal grant program moneysto
fund additional positionsin FY 2004-05.

General Fund Changes: The increase to Commissioner's Office and Administrative Services is
primarily comprised of $76,000 for salary survey and $47,000 for performance-based pay awards.
Thisis partially offset by higher indirect cost recoveries from other divisions within the Department
of $3,000.

Cash Funds Changes: The increase to the cash funds appropriation includes $190,000 for salary
survey, $118,000 for performance-based pay awards, $42,000 for workers compensation, $32,000
for health, life and dental, $25,000 for paymentsto risk management and property funds, and $9,000
for vehicle lease payments.

Cash Funds Exempt Changes. The cash funds exempt appropriation reflects slightly higher indirect
cost recoveries within the Department to offset personal services expenses in the Commissioner's
Office.

Federal Funds Changes: The federal funds appropriation reflects higher anticipated grant receipts
in FY 2004-05 from the Natural Resources Conservation Service and the Cooperative Agriculture
Pest Survey (CAPS), which are both funded through the United States Department of Agriculture
(USDA).

Agricultural Services Division

The Agricultural Services Division administers the bulk of the Department's major programs and
various statutory responsihilities. Pursuant to S.B. 03-297, the major source of funding for this
division is now cash funds (75.3 percent) rather than General Fund (20.5 percent). These moneys
are primarily generated from fees collected for services provided by the Division.

Inspection and Consumer Services

There are several programs within this section. The Fruit and Vegetable Inspection Program
determines the grade, size, and quality of more than 2 billion pounds of fruits and vegetables each
year. The Consumer and Producer Protection Program includes: the Farm Products Section, which
assures a stable agricultural products distribution system; the Laboratory Services Section, which
providesdetailed analysis of agricultural productsand related issues; and the M easurement Standards
Section, which tests and inspects all commercial measuring devices within the State.

Animal Industry

The Animal Health Program helps protect the economic viability of livestock producersand oversees
several aspects of statewide animal welfareissues. These objectives are accomplished through the
Veterinary and Animal Health Lab Section, the Rodent and Predatory Animal Control Section, the
Bureau of Animal Protection, and the Pet Care Facilities Program.
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Plant Industry

This section manages statewide pest control programs, registers pesticides and related applicators,
and inspects plant products intended for domestic and overseas export or import to ensure they are
free from pests and disease. Despite the elimination of General Fund dollars for the noxious weed
management grant program, the State Weed Coordinator still assists local and regional efforts to
manage and control noxiousweeds. This section also maintainsthe State's I nsectary, whichrearsand
releases beneficial insects to help control insect and weed pests.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $4,955,170 $4,963,590 $25,000 $411,928 $10,355,688  146.6
SB 03-297 (2,767,950) 3,080,861 0 0 312,911 0.0
HB 04-1316 0 207,527 0 0 207,527 0.0
TOTAL $2,187,220 $8,251,978 $25,000 $411,928 $10,876,126  146.6
FY 2004-05 Appropriation:
HB 04-1261 $0 $15,343 $0 $0 $15,343 0.0
HB 04-1422 2,183,149 8,001,492 40,000 407,266 10,631,907 145.6
TOTAL $2,183,149 $8,016,835 $40,000 $407,266 $10,647,250  145.6
I ncr ease/(Decr ease) ($4,071) ($235,143) $15,000 ($4,662) ($228,876) (1.0
Percentage Change -0.2% -2.9% 60.0% -1.1% 21% -0.7%
FTE Detail FY 2003-04 FY 2004-05
Inspection and Consumer Services 84.5 84.5
Animal Industry 19.0 18.0
Plant Industry 43.1 43.1
146.6 145.6

FTE Changes. The reduction of 1.0 FTE reflects an adjustment to federal grants received by the
Agricultural Services Division.

General Fund Changes. The decrease to the Division's appropriation is the result of a 0.2 percent
personal services reduction.

PART Il

-27 -

AGRICULTURE



Cash Funds Changes: The appropriation reflects the elimination of $206,000 to correct atechnical
error related to the 'paydate shift' in FY 2003-04, areduction of $30,000 for indirect cost recoveries,
and adecrease of $13,000 for a0.2 percent personal servicesreduction. Thesedecreasesarepartially
offset by $15,000 provided under the provisions of H.B. 04-1261.

Cash Funds Exempt Changes: The $15,000 increase to the appropriation reflects the approval of
anew Noxious Weed Management Grant Programinitiativeto manage acooperative effort withlocal
governments and private landowners to eradicate newly emerging species.

Federal Funds Changes: The $5,000 decrease to the Division's appropriation represents an
adjustment to the receipt of moneys under various federal grant programs.

Agricultural Markets Division

This division provides marketing assistance and related support to Colorado agricultural-based
businesses competing inlocal, national, and international arenas. It also coordinates various market
orders, promotes Colorado agricultural products, and works to assist start-up or expanding food
processing companies within the State. Beginning in FY 2003-04, the mgority of funding for
personal services and operating expenses is directly appropriated to the Division rather than
transferred fromeconomic development programswithinthe Governor'sOffice. Cashfundscomprise
12.9 percent of the Division's total appropriation and are derived from aquaculture licensing fees.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $388,082 $75,337 $119,837 $0 $583,256 5.2

TOTAL $388,082 $75,337 $119,837 $0 $583,256 5.2

FY 2004-05 Appropriation:

HB 04-1422 $388,000 $75,337 $119,837 $0 $583,174 5.2
TOTAL $388,000 $75,337 $119,837 $0 $583,174 5.2
I ncr ease/(Decr ease) ($82) $0 $0 $0 ($82) 0.0
Percentage Change 0.0% 0.0% 0.0% n/a 0.0%  0.0%
FTE Detail FY 2003-04 FY 2004-05

Marketing Supervisor and Clerical Support 3.1 3.1

Senior Agricultural Market Specialist 16 16

Agricultural Market Specialist 0.5 0.5

5.2 5.2
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General Fund Changes. Thisdivision was previously funded through a General Fund transfer from
the Governor's Officethat wasreflected as cash fundsexempt. However, since FY 2003-04, General
Fund has been directly appropriated to the Department of Agriculture for personal services and
operating expenses. The appropriation is essentially unchanged from the previous fiscal year.

Brand Board

The Brand Board serves the livestock industry and assists the public with problems related to
livestock management and commerce. Thisdivision inspects cattle, horse, and alternative livestock
brands (such as deer and elk) to verify ownership at the time of sale, transport, or daughter. It also
administers and records livestock brands. Board personnel are also responsible for licensing and
inspecting conventional and alternative livestock facilities. The Brand Board is fully funded from
service fees.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $0 $4,017,193 $0 $0 $4,017,193 66.3
TOTAL $0 $4,017,193 $0 $0 $4,017,193 66.3

FY 2004-05 Appropriation:

HB 04-1422 $0 $3,781,302 $0 $0 $3,781,302 66.3
TOTAL $0 $3,781,302 $0 $0 $3,781,302 66.3
I ncr ease/(Decr ease) $0 ($235,891) $0 $0 ($235,891) 0.0
Percentage Change n/a -5.9% n/a n/a -5.9%  0.0%
FTE Detail FY 2003-04 FY 2004-05

Program Director and Administrative Staff 7.4 7.4

Brand Inspectors 58.9 58.9

66.3 66.3

Cash Funds Changes. The Brand Board's cash funds appropriation includes the elimination of
$208,000to replace vehiclesin FY 2003-04, areduction of $21,000to reflect alower level of indirect
cost recoveries, and a decrease of $6,000 for a 0.2 percent personal services base reduction.

Special Purpose
This Section is comprised of the following program lines: the Wine Promotion Board, which
promotes wines produced in Colorado; the Vaccine and Service Fund, which provides for the
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vaccination of calves against brucellosis; and the Brand Estray Fund, which funds the maintenance
and sale or return of stray livestock. Cash funds are from the Colorado Wine Industry Development
Fund, the Brand Estray Fund, and the Veterinary Vaccine and Service Fund. The source of cash
funds exempt is reserves from the Brand Estray Fund.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $0 $543,847 $34,650 $0 $578,497 1.0
TOTAL $0 $543,847 $34,650 $0 $578,497 10

FY 2004-05 Appropriation:

HB 04-1422 $0 $543,376 $34,650 $0 $578,026 10
TOTAL $0 $543,376 $34,650 $0 $578,026 1.0
I ncr ease/(Decr ease) $0 ($471) $0 $0 ($471) 0.0
Percentage Change n/a -0.1% 0.0% n/a -0.1%  0.0%

Cash Funds Changes. The appropriation reflects aslight reduction for indirect cost recoveries from
the Wine Promotion Board.

Colorado State Fair

This program includes personal services and operating expenses associated with the Colorado State
Fair, which isadministered by the State Fair Authority pursuant to Section 35-65-401, C.R.S. Since
FY 1999-00, local grantsand controlled maintenance funds received by the State Fair have exceeded
the ten percent threshold for enterprise status asdefined under Article X, Section 20 of the Colorado
Constitution. This has resulted in a cash funds designation for the State Fair's Long Bill
appropriation, which counts against the State's TABOR revenue limit. The cash funds are from fees
collected by the Colorado State Fair during its 17-day run each August and from non-fair events held
at the fairgrounds throughout the remainder of the year.

GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

SB 03-258 $0 $3,080,712 $8,080,712  26.9

18
18

TOTAL $0 $8,080,712 $0 $0 $8,080,712 26.9
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GF CF CFE FF Total FTE
FY 2004-05 Appropriation:
HB 04-1422 $0 $8,078,677 $0 $0 $8,078,677 26.9
TOTAL $0 $8,078,677 $0 $0 $8,078,677 26.9
I ncr ease/(Decr ease) $0 ($2,035) $0 $0 ($2,035) 0.0
Percentage Change n/a 0.0% n/a n/a 0.0%  0.0%
FTE Detail FY 2003-04 FY 2004-05
Administrative/Clerical Staff 14.1 14.1
Maintenance and Security 12.8 12.8
26.9 26.9

Cash Funds Changes. The appropriation is essentially unchanged from the previous fiscal year.

Conservation Board

TheConservation Boardisresponsiblefor providing administrative and fiscal oversight to Colorado's
77 conservation districts. The Board also coordinates various federal programs related to natural
resource issues, provides guidance on stream bank erosion, and assists farmers and ranchers in
implementing a variety of water and energy efficiency practices. In FY 2000-01, the Sail
Conservation Board was transferred from the Department of Natural Resources to the Department
of Agriculture and renamed the Conservation Board. Federal funds comprise 39.2 percent of the
Board's total appropriation and come from the Bureau of Reclamation to assist land owners with
conservation practices along the Colorado River.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $664,914 $110,500 $0 $500,000 $1,275,414 6.5
TOTAL $664,914 $110,500 $0 $500,000 $1,275,414 6.5
FY 2004-05 Appropriation:
HB 04-1422 $664.,434 $110,279 $0 $500,000 $1,274,713 6.5
TOTAL $664,434 $110,279 $0 $500,000 $1,274,713 6.5
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GF CF CFE FF Total FTE

I ncr ease/(Decr ease) ($480) ($221) $0 $0 ($701) 0.0
Percentage Change -0.1% -0.2% n/a 0.0% -0.1%  0.0%
FTE Detail FY 2003-04 FY 2004-05
Administrative/Clerical Staff 25 25
Regional Conservation Representatives 1.0 1.0
Irrigation Conservation Representatives 3.0 3.0
6.5 6.5

General Fund Changes. Thedecreaseto theBoard'sappropriationrepresentsa0.2 percent persond
services base reduction.

Cash Fund Changes:. The decrease to the Board's appropriation represents a 0.2 percent persond
services base reduction to the Irrigation/Conservation Program.

Recent L egidation

2003 Session Bills

S.B. 03-169: Removesindirect cost recovery caps for the Brand Inspection, Chemigation, and the
Mandatory Fruit and V egetable | ngpection programs. Appropriates$90,000 cashfundsand $901,000
cash funds exempt, which allows for the transfer of indirect cost recoveries between the Agricultural
Services Division and the Commissioner's Office. Reduces the Department's General Fund
appropriation by $495,000. Sunsets effective July 1, 2006, and reinstates the previous indirect cost
recovery caps.

S.B. 03-180: Appropriates $94,000 of reserves fromthe Brand I nspection and the Mandatory Fruit
and V egetable I nspection fundsto purchase ameasurement standardstruck. Eliminatesthe previous
General Fund appropriation to accomplish this purchase.

S.B. 03-197: Reducespersonal servicesby $488,635 General Fund inthe Department of Agriculture,
which represents anticipated June payroll (FY 2002-03) to be delayed until July (FY 2003-04). For
more information, refer to the bill description in the Department of Personnel and Administration.

S.B. 03-199: Supplemental appropriation to the FY 2002-03 Long Bill for the Department of
Agriculture.

S.B. 03-258: Genera appropriations act for FY 2003-04.
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S.B. 03-273: Eliminates the salary survey appropriation for FY 2003-04. For more information,
refer to the bill description in the Department of Personnel and Administration.

S.B. 03-297: Authorizes the Commissioner of Agriculture, in conjunction with Colorado
Agricultural Commission, to increases fees for seven programs related to Inspection and Consumer
Services in the Agricultural Services Division. Refinances the Genera Fund subsidy for these
programs with revenue generated from these fee increases. Sunsets these fee increases on July 1,
2005, and returns the fees to their previous levels.

H.B. 03-1316: Altersthe manner in which group benefit plans coverage is calculated for Health,
Life, and Dental appropriations. For moreinformation, refer to the bill descriptionin the Department
of Personnel and Administration.

2004 Session Bills

H.B. 04-1261: Requiresdangerousdog ownersto have amicrochip implanted in their pets and pay
the State anon-refundable fee of $50 per animal. Creates adangerousdog registry to track ownership
of these animals. Expands requirements that a court may place on a dangerous dog owner pursuant
to violations of applicable statutes. Appropriates $15,343 cash funds to the Department of
Agriculture to implement and enforce this legidlation.

H.B. 04-1316: Supplemental appropriation for FY 2003-04.

H.B. 04-1422: Genera appropriations act for FY 2004-05.
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DEPARTMENT OF CORRECTIONS

The Department is responsible for the following activities:

O

O

Managing, supervising, and controlling the penal, correctional, and reformatory institutions
operated and supported by the state;

Improving, developing, and carrying forward programs of counseling and parole supervision
to the end that persons now dependent upon tax-supported programs may be afforded
opportunity and encouragement to be restored to productive independence;

Developing a systematic building program providing for the projected, long-range needs of
the ingtitutions under the Department's control; and

Developing correctional industries within the ingtitutions, which have a rehabilitative or
therapeutic value for inmates, and which supply necessary productsfor state institutions and
other public purposes, as provided by law.

The Department is comprised of the following divisions:

N~ WDNPE

Management
Institutions

Support Services
Inmate Programs
Community Services
Parole Board
Correctional Industries
Canteen Operation

Department Budget: Recent Actual Expenditures and Appropriations

FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05
Funding Sour ce Actual Actual Approp. Approp.
General Fund $449,923,942 $452,142,967 $469,617,009 $500,199,822
Cash Funds 12,571,427 2,535,074 2,912,102 2,371,727
Cash Funds Exempt 35,055,589 40,112,885 59,904,567 52,274,745
Federal Funds 8,885,060 3,046,063 3,869,707 2,915,688
Total Funds $506,436,018 $497,836,989 $536,303,385 $557,761,982
Full Time Equiv. Staff 5,661.0 5,610.8 5,825.6 5,879.9
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FY 2004-05 Budget Changes

Significant changesinappropriationsfor FY 2004-05 comparedto FY 2003-04 includethefollowing:

O

O

A $16.5 million Genera Fund increase for housing inmates in private prison facilities
($950,000 isto offset areduction in federa funds);

Anincrease of $10.6 million Genera Fund for salary survey, performance-based pay awards,
and health, life, and dental insurance payments;

An increase of $4.0 million General Fund to annualize the cost of bringing beds online at the
Denver Women's Correctiona Facility;

Anincrease of $2.1 million General Fund for workers compensation payments and payments
to risk management and property funds;

Anincrease of $1.5 million General Fund for 62.8 FTE for additional correctional officersin
the Housing and Security Subprogram;

An increase of $1.2 million General Fund for increased medical expenses associated with
caseload growth;

An increase of $836,000 General Fund for 12.8 FTE for additional parole officers and
community corrections officers due to caseload growth;

Anincrease of $574,000 General Fund for costs associated with a settlement agreement for
aclass action lawsuit related to the Americans with Disabilities Act;

A $3.3 million General Fund reduction due to a policy change to place 11.0 percent of the
inmate population in community corrections placements;

A $779,000 General Fund reduction for miscellaneous base reductions;
A $559,000 Genera Fund reduction for a 0.2 percent reduction in personal services lines;

A $342,000 General Fund reduction associated with placing more inmates in community
return to custody facilities authorized pursuant to S.B. 03-252; and

A $7.5 million cash funds exempt reduction based on historical reversions from the Canteen
Operation and Correctional Industries.

PART Il -35- CORRECTIONS



General Factors Driving the Budget

Funding for thisdepartment includes 89.7 percent General Fund, 0.4 percent cash funds, 9.4 percent
cash funds exempt, and 0.5 percent federal funds. Factors driving the budget are reviewed below.

Population Increase - Impact on Operating

The growth in the jurisdictional population is the primary factor driving the Department of
Corrections (DOC's) budget. Thispopulationincludesthefollowing: (a) inmatesincluding thosewho
areinatransition community corrections placement; and (b) inmateswho have been placed on parole.
The inmate population growth rate has exceeded 6.0 percent, the limit on General Fund
appropriations. Furthermore, the incarceration rate hasincreased significantly over the past 18 years
— ahigher percent of Colorado's residents are incarcerated than in prior years.

Incarceration Rate and I nmate Population .
—e— Colorado Inmate Population

—O0— 6% Growth Since FY 1992-93
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Inmate Population Data: Legislative Council Saff.
Incarceration Rate Data Sources: FBI. Uniform Crime Reports. nrepared bv the National Archive of Criminal Justice Data.
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Population Impacts— Jail Backlog

Jail backlog occurs when inmates are sentenced to the Department of Corrections (DOC) and the
capacity does not exist in state prisons or private contract facilitiesto hold them. 1ntheseinstances,
counties hold the inmates in the county jail until the DOC has the capacity to take them. Pursuant
to Section17-1-112, C.R.S., the DOC isrequired to reimbursethe countiesfor holding theseinmates,
subject to available appropriations. The following information highlights the jail backlog history for
the past five years.

FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY 04-05

Actual Actual Actual Approp. Approp.
Average County Jail Backlog 287 316 433 426 374
Cost of Jail Backlog $5,284,233  $5,951,969 $8,169,693 $7,245,374 $6,343,839
Daily Reimbursement Rate $50.39 $51.65 $51.65 $46.49 $46.49
Percent Rate Increase/(Decrease) n/a 2.5% 0.0% -10.0% 0.0%

Population Impacts— Private Contract Prisons

In the early 1990's, the DOC began contracting with private prison operatorsin order to reduce the
number of inmates in the jail backlog while state facilities were being constructed. As of April 30,
2004, the DOC had approximately 3,033 inmatesin contract facilities. There were 768 inmatesin Kit
Carson County, 826 inmates in Crowley County, 699 inmates in Bent County, 704 inmates in
Huerfano County, and 36 inmatesin Guadalupe County, Texas. In FY 2004-05, it is estimated that
3,600 inmates (on average) will be in private prisons. In response to the shortage of high custody
prison beds, the Department of Corrections began sending inmates out of state in April 2004 to a
county jail in Texas. In May 2004, these inmates were transferred to a private prison in Mississippi.
The following information highlights the private contracts over the past five years.

FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY 04-05
Actual Actual Actual Approp. Approp.
Average Daily Population 1,995 2,271 2,447 2,989 3,600
Cost of Private Contracts $38,832,679 $45,301,729 $46,854,454  $54,954,451 $66,192,930
Daily Reimbursement Rate $53.33 $54.66 $52.47 $50.37 $50.37
Percent Rate
Increase/(Decrease) n/a 2.5% -4.0% -4.0% 0.0%
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Population Impacts— Impact on Capital Construction and Certificates of Participation
Population increases have resulted in the need to build or renovate several prisons. The following
information highlights the appropriations for the past six years with regard to prison capacity
expansion.

FY 99-00 FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY 04-05
Approp. Approp. Approp. Approp. COP Authorization ~ Approp.

Capital Appropriation $0 $2,088,700 $12,824,368 $0 $102,800,000 $0

When the Owensadministration took officein 1999, the capital construction requestsfor new prisons
were withdrawn. This was done to give the new administration an opportunity to review options
other than state prison construction, including the use of private facilities. The FY 2000-01 capital
appropriation wasfor professiona servicesto planthe 250-bed expansion of San Carlos Correctional
Facility, which houses mentally ill inmates. During the 2000 L egidlative Session, it was determined
that DOC should, when feasible, place inmates with classifications of medium and below in private
facilities and build state facilities for inmates classified as close and administrative segregation.

The General Assembly originally appropriated $66.3 milliontota fundsin FY 2001-02 for expansion
and new facilities. During the 2001 special session and supplementalsin the 2002 session, the capital
construction appropriation for FY 2001-02 was reduced to $12.8 million total funds. These
reductions were the result of the decline in state revenues. The FY 2001-02 appropriation provided
funding for the conversion of the Fort Lyon Veteran's Hospital to a prison. The expansion projects
at San Carlos, Arkansas Valley, and Denver Reception and Diagnostic Center were postponed. As
aresult of the shortfal of state revenues, no capital construction funding was provided for prison
expansion in FY 2002-03, FY 2003-04, or FY 2004-05.

In the 2003 session, H.B. 03-1256 was enacted. This bill authorized the Department of Corrections
to enter into a 15-year, lease-purchase agreement (Certificate of Participation) not to exceed
$102.8 million, plusnecessary administrative, monitoring, interest, and closing costs. Thisagreement
is intended to fund a high security prison with a 948-bed capacity located on the Caion City
Complex.
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Parole Population I ncrease

The parole population aso has an impact on the Department of Corrections budget. Since
FY 1993-94, the population has grown at a compound annual rate of 7.6 percent.

Year End Parole Population
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Year End Parole Population

‘ —e— Actual Parole Population —— 6% growth since FY 1992-93 ‘

Inmate and Parole Population Impacts — Community Services

An expanding population results in an increase in the number of inmates placed on community
corrections and parole. Community corrections allowsinmatesto transition to the community while
still classified as a DOC inmate. Inmates assigned to community corrections are either placed in a
halfway house or in an intensive supervision program (ISP). The Department of Corrections is
responsible for supervision of these offenders.
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Pursuant to the provisions of S.B. 03-252, parolees can be revoked to the DOC for 180 days for a
technical revocation (a revocation that was not the result of the commission of a new offense),
provided that the parolee was serving parole for a nonviolent offense. These offenders are placed in
community corrections return to custody beds, which are funded with appropriations to the
Department of Corrections. Other community corrections programs are funded with appropriations
made to the Division of Criminal Justice in the Department of Public Safety.

Inmates are released to parole based onthediscretion of the Parole Board, or under mandatory parole
statutes, depending on the statutes under which they were sentenced. There aretwo types of parole,
regular and intensive supervision. The following information highlights the past five years of
community corrections and parole activity.

FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY 04-05
Actual Actual Actual Approp. Approp.
Community Corrections Supervision $8,822,768 $9,230,269 $9,076,660 $9,241,676 $10,385,397
Percent Change n/a 4.6% -1.7% 1.8% 12.4%
Community Return to Custody Beds n/a n/a n‘a $443,153 $1,688,628
Percentage Change n/a n/a n/a n/a 281.0%
Parole Supervision $8,315,715 $9,424,032 $10,044,407 $10,423,522 $10,762,745

n/a 13.3% 6.6% 3.8% 3.3%

Percent Change

Summary of FY 2003-04 and FY 2004-05 Appropriations

Total Department Appropriations

GF CF CFE FF Total FTE

FY 2003-04 Total
Appropriation: $469,617,009 $2,912,102 $59,904,567  $3,869,707 $536,303,385 5,825.6

Breakdown of Total Appropriation by Administrative Section

Management 90,631,102 898,545 1,062,283 3,087,747 95,679,677 75.3
Institutions 308,887,181 59,262 997,707 80,000 310,024,150 4,568.7
Support Services 21,358,643 692,418 122,324 0 22,173,385 290.3
Inmate Programs 28,117,619 1,261,877 5,331,303 701,960 35,412,759 436.7
Community Services 19,595,721 0 69,477 0 19,665,198 224.4
Parole Board 1,026,743 0 0 0 1,026,743 135

PART Il -40 - CORRECTIONS



GF CF CFE FF Total FTE
Correctional Industries 0 0 40,332,396 0 40,332,396 191.0
Canteen Operation 0 0 11,989,077 0 11,989,077 25.7
Breakdown of Total Appropriation by Bill
HB 00-1107 449,151 0 0 0 449,151 0.0
HB 00-1111 134,251 0 0 0 134,251 0.0
HB 00-1158 346,342 0 0 0 346,342 0.0
HB 00-1201 635,069 0 0 0 635,069 0.0
HB 00-1214 409,313 0 0 0 409,313 0.0
HB 00-1247 67,782 0 0 0 67,782 0.0
SB 01-210 176,013 0 0 0 176,013 0.0
HB 01-1205 679,346 0 0 0 679,346 0.0
HB 01-1242 160,134 0 0 0 160,134 0.0
HB 01-1344 26,689 0 0 0 26,689 0.0
SB 02-50 190,757 0 0 0 190,757 0.0
HB 02-1038 190,757 0 0 0 190,757 0.0
HB 02-1283 27,251 0 0 0 27,251 0.0
HB 02-1396 27,251 0 0 0 27,251 0.0
HB 02S1-1006 22,255 0 0 0 22,255 0.0
SB 03-252 (760,997) 0 0 0 (760,997) 10
SB 03-258 479,343,050 2,971,704 59,134,708 5,122,655 546,572,117 5,824.6
SB 03-273 (12,240,936) (56,589) (372,008) 0 (12,669,533) 0.0
HB 03-1213 (69,467) 0 0 0 (69,467) 0.0
HB 03-1316 (42,503) (73) (1,485) 0 (44,061) 0.0
HB 04-1317 (154,499) (2,940) 1,143,352 (1,252,948) (267,035) 0.0
FY 2004-05 Total
Appropriation: $500,199,822 $2,371,727 $52,274,745 $2,915,688 $557,761,982 5,879.9
Breakdown of Total Appropriation by Administrative Section
Management 116,008,623 103,315 1,432,030 2,137,747 119,681,715 72.8
Institutions 312,741,899 224,679 2,060,936 80,000 315,107,514 4,658.3
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GF CF CFE FF Total FTE

Support Services 20,945,561 640,672 140,338 0 21,726,571 283.2
Inmate Programs 28,354,365 1,403,061 3,766,401 697,941 34,221,768 419.4
Community Services 21,078,665 0 69,477 0 21,148,142 238.0
Parole Board 1,070,709 0 0 0 1,070,709 135
Correctional Industries 0 0 34,472,960 0 34,472,960 171.0
Canteen Operation 0 0 10,332,603 0 10,332,603 23.7
Breakdown of Total Appropriation by Bill

HB 00-1107 449,151 0 0 0 449,151 0.0
HB 00-1111 134,251 0 0 0 134,251 0.0
HB 00-1158 346,342 0 0 0 346,342 0.0
HB 00-1201 635,069 0 0 0 635,069 0.0
HB 00-1214 409,313 0 0 0 409,313 0.0
HB 00-1247 67,782 0 0 0 67,782 0.0
SB 01-46 23,833 0 0 0 23,833 0.0
SB 01-210 176,013 0 0 0 176,013 0.0
HB 01-1204 10,058 0 0 0 10,058 0.0
HB 01-1242 213,512 0 0 0 213,512 0.0
HB 01-1344 26,689 0 0 0 26,689 0.0
SB 02-50 381,514 0 0 0 381,514 0.0
HB 02-1038 389,462 0 0 0 389,462 0.0
HB 02-1283 27,251 0 0 0 27,251 0.0
HB 02-1301 24,526 0 0 0 24,526 0.0
HB 02-1396 27,251 0 0 0 27,251 0.0
HB 03-1213 28,818 0 0 0 28,818 0.0
HB 04-1419 0 (1,064,340) 0 0 (1,064,340) 0.0
HB 04-1422 496,828,987 3,436,067 52,274,745 2,915,688 555,455,487  5,879.9
I ncrease/(Decr ease) $30,582,813 ($540,375)  ($7,629,822) ($954,019) $21,458,597 54.3
Percentage Change 6.5% -18.6% -12.7% -24.7% 4.0% 0.9%

PART Il -42 - CORRECTIONS



Detail of Appropriation by Administrative Section

M anagement

The Management division contains the main departmental management functions including the
Executive Director's Office and the External Capacity Subprogram. Funding for the Management
division is 96.9 percent General Fund. Cash funds and cash funds exempt funding are primarily
Correctional Industries salesrevenue, Canteen Operation salesrevenue, the Sex Offender Surcharge
Fund, and the Victims Assistance and Law Enforcement funds. The federal fundsare primarily from
reimbursement for housing illegal aliens.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-252 ($799,151) $0 $0 $0 ($799,151) 0.0
SB 03-258 106,338,122 955,207 1,491,652 4,117,059 112,902,040 75.3
SB 03-273 (12,240,936) (56,589)  (372,008) 0 (12,669,533) 0.0
HB 03-1316 (42,503) (73) (1,485) 0 (44,061) 0.0
HB 04-1317 (2,624,430) 0 (55,876) (1,029,312)  (3,709,618) 0.0
TOTAL $90,631,102 $898,545 $1,062,283 $3,087,747  $95,679,677 75.3
FY 2004-05 Appropriation:
HB 04-1419 ($19,001) ($1,045,339) $0 $0 ($1,064,340) 0.0
HB 04-1422 116,027,624 1,148,654 1,432,030 2,137,747 120,746,055 72.8
TOTAL $116,008,623 $103,315 $1,432,030 $2,137,747 $119,681,715 72.8
I ncrease/(Decr ease) $25,377,521  ($795,230)  $369,747  ($950,000) $24,002,038 (2.5
Percentage Change 28.0% -88.5% 34.8% -30.8% 25.1% -3.3%
FTE Detail FY 2003-04 FY 2004-05
Executive Director's Office Subprogram 61.8 57.8
External Capacity Subprogram 135 15.0
75.3 72.8

FTE Changes: The appropriation includes a net reduction of 2.5 FTE. This amount includes abase
reduction of 4.0 FTE from the Executive Director's Office and anincrease of 1.5 FTE for the private
prison monitoring unit.
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General Fund Changes: The General Fund increase is attributable to the following increases:
(1) $15.6 million for external capacity to house inmates in private prisons and county jails;
(2) $5.8 millionfor salary survey for FY 2004-05; (3) $3.2 millionfor performance-based pay awards,
(4) $1.7 million for headlth, life, and dental insurance; (5) $1.6 million for workers compensation;
(6) $1.0 million for the private prison monitoring unit pursuant to H.B. 04-1419; (7) $950,000 for
housing inmates to offset an anticipated loss of federal funds; (8) $664,000 for payments to risk
management; (9) $284,000 to annualize health, life, and dental, short-termdisability and salary survey
for 63.0 FTE approved for FY 2003-04 at Denver Women's Correctional Facility; (10) $266,000 for
legal expenses for a lawsuit with a contractor that built the Trinidad prison; and (11) $114,000 for
benefits for additional correctional officers.

These amounts are partially offset by the following General Fund reductions: (1) $3.7 million in
savings for a policy change to place 11.0 percent of inmates in community corrections placements,
(2) $1.1 million for the reimbursement of private prisons pursuant to H.B. 04-1419; (3) $317,000
in savings for placing more inmates in community return to custody beds authorized pursuant to
S.B. 03-252; (4) $308,000 for elimination of one-time expensesin FY 2003-04 related to theissuance
of certificatesof participation; (5) $242,000 for abase reduction associated witheliminating 4.0 FTE;
and (6) $8,000 for a 0.2 percent personal services reduction.

Cash Funds Changes: The cash funds reduction is attributable to H.B. 04-1419, which required
General Fund to be used to pay for the private prison monitoring unit.

Cash Funds Exempt Changes. The cash funds exempt increase is attributable to the following
changes: (1) a $183,000 increase for salary survey for employeesin Correctional Industries and the
Canteen Operation; (2) a $134,000 increase for performance-based pay awards for employees in
Correctional I ndustriesand the Canteen Operation; (3) a$59,000 increasefor workers compensation;
(4) a$14,000 increasefor paymentsto risk management; (5) a$37,000 reductionfor shift differential;
and (6) other miscellaneous changes.

Federal Fund Changes: The reduction in federal funds is due to a lower anticipated federal funds
from the State Criminal Alien Assistance Program, which reimburses governmental agencies for
holding illegal aiens.

I nstitutions

TheInstitutionsdivisionincludesall cost centersdirectly attributable to operation of the State's adult
correctional facilities. These subprogram cost centers include utilities, maintenance, housing and
security, food services, medical services, superintendents, the Youth Offender System, and the
gpecialized San Carlos Correctional Facility. Funding for the Institutions division is 99.2 percent
General Fund. The cash funds are primarily from fees charged for inmate medical costs. The cash
fundsexempt are primarily from utilities costsassociated with Correctional Industriesprograms. The
federa funds are primarily from donated U.S. Department of Agriculture foods.
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GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

HB 00-1107 $449,151 $0 $0 $0 $449,151 0.0
HB 00-1111 134,251 0 0 0 134,251 0.0
HB 00-1158 346,342 0 0 0 346,342 0.0
HB 00-1201 635,069 0 0 0 635,069 0.0
HB 00-1214 409,313 0 0 0 409,313 0.0
HB 00-1247 67,782 0 0 0 67,782 0.0
SB 01-210 176,013 0 0 0 176,013 0.0
HB 01-1205 679,346 0 0 0 679,346 0.0
HB 01-1242 160,134 0 0 0 160,134 0.0
HB 01-1344 26,689 0 0 0 26,689 0.0
SB 02-50 190,757 0 0 0 190,757 0.0
HB 02-1038 190,757 0 0 0 190,757 0.0
HB 02-1283 27,251 0 0 0 27,251 0.0
HB 02-1396 27,251 0 0 0 27,251 0.0
HB 02S1-1006 22,255 0 0 0 22,255 0.0
SB 03-258 303,652,142 59,262 744,954 80,000 304,536,358 4,568.7
HB 03-1213 (69,467) 0 0 0 (69,467) 0.0
HB 04-1317 1,762,145 0 252,753 0 2,014,898 0.0
TOTAL $308,887,181 $59,262 $997,707 $80,000 $310,024,150 4,568.7
FY 2004-05 Appropriation:

HB 00-1107 $449,151 $0 $0 $0 $449,151 0.0
HB 00-1111 134,251 0 0 0 134,251 0.0
HB 00-1158 346,342 0 0 0 346,342 0.0
HB 00-1201 635,069 0 0 0 635,069 0.0
HB 00-1214 409,313 0 0 0 409,313 0.0
HB 00-1247 67,782 0 0 0 67,782 0.0
SB 01-46 23,833 0 0 0 23,833 0.0
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GF CF CFE FF Total FTE
SB 01-210 176,013 0 0 0 176,013 0.0
HB 01-1204 10,058 0 0 0 10,058 0.0
HB 01-1242 213,512 0 0 0 213,512 0.0
HB 01-1344 26,689 0 0 0 26,689 0.0
SB 02-50 381,514 0 0 0 381,514 0.0
HB 02-1038 389,462 0 0 0 389,462 0.0
HB 02-1283 27,251 0 0 0 27,251 0.0
HB 02-1301 24,526 0 0 0 24,526 0.0
HB 02-1396 27,251 0 0 0 27,251 0.0
HB 03-1213 28,818 0 0 0 28,818 0.0
HB 04-1422 309,371,064 224,679 2,060,936 80,000 311,736,679 4,658.3
TOTAL $312,741,899 $224,679  $2,060,936 $80,000 $315,107,514 4,658.3
I ncr ease/(Decr ease) $3,854,718 $165417  $1,063,229 $0  $5,083,364 89.6
Percentage Change 1.2% 279.1% 106.6% 0.0% 1.6% 2.0%
FTE Detail FY 2003-04 FY 2004-05

Utilities Subprogram 0.5 0.0

Maintenance Subprogram 284.7 287.1

Housing and Security Subprogram 2,699.5 2,800.5

Food Service Subprogram 249.1 251.1

Medical Services Subprogram 434.3 408.8

Laundry Subprogram 35.4 36.4

Superintendents Subprogram 165.2 165.2

Boot Camp Subprogram 32.7 32.7

Y outhful Offender System Subprogram 174.4 174.4

Case Management Subprogram 213.0 218.0

Mental Health Services Subprogram 67.3 69.5

San Carlos Subprogram 197.1 197.1
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FTE Detail FY 2003-04 FY 2004-05

Legal Access Subprogram 155 175

4,568.7 4,658.3

FTE Changes: The appropriation includes a net increase of 89.6 FTE. This increase includes the
following changes: (1) anincrease of 62.8 FTE for additional correctional officersinthe Housing and
Security Subprogram; (2) an increase of 55.3 FTE to annualize the cost of 193 beds that were
brought online at Denver Women's Correctiona Facility in FY 2003-04; and (3) an increase of
2.0 FTE to comply with a settlement agreement from a class action lawsuit regarding the Americans
with Disabilities Act. These increases are partially offset by base reductions of 30.5 FTE. Of these
reductions, 30.0 FTE were vacant FTE in the Medical Services Subprogram, and 0.5 FTE was a
vacant position in the Water Rights Management Subprogram.

General Fund Changes. The net increasein General Fund is attributable to the following increases:
(1) $3.1 million to annualize expenses related to bringing 193 beds online at the Denver Women's
Correctiona Facility in FY 2003-04; (2) $1.5 million for 62.8 additional correctiona officers;
(3) $1.2 million for additional medical expenses related to caseload increases; (4) $356,000 for
expenses associated with a settlement agreement from aclass action lawsuit regarding the Americans
with Disabilities Act; and (5) $116,000 for inmate clothing.

Theseincreases are offset by the following General Fund reductions: (1) $1.1 million associated with
refinancing utilities expenseswith transfer paymentsfrom operating expense lineitems; (2) $454,000
due to 0.2 percent reduction for personal services line items; (3) $265,000 in savings for medical
expenses associated with a policy to place 11.0 percent of the inmate population in community
correctionsprograms; (4) $165,000 in savings associated with refinancing the medical expenseswith
inmate co-payments; (5) $151,000 in savings associated with elimination of the Water Rights
Management Subprogram (these functions will be performed by the Facility Services Subprogram
using the utilities line item to pay for contract costs); (6) $111,000 in savings for medical expenses
associated with the placement of moreinmatesin community-return-to-custody facilities pursuant to
S.B. 03-252; and (7) a $85,000 reduction for one-time costs in FY 2003-04.

Cash Funds Changes: Theincreaseisfor an anticipated increase in medical co-pays from inmates.

Cash Exempt Changes. The cash funds exempt increase reflects an appropriation of transfer
payments from other operating expense line items in the Department for utilities.

Support Services

The Support Services Divison includes business operations, personnel, offender services,
communications, transportation, training, information systems, and facility services. Funding for the
Support Services Division is 96.4 percent General Fund. The cash funds and cash funds exempt are
primarily from sales from Canteen operations and Correctional Industries.
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GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $20,785,486 $695,358 $193,501 $0 $21,674,345  290.3
HB 04-1317 573,157 (2,940 (71,177) 0 499,040 0.0
TOTAL $21,358,643 $692,418 $122,324 $0 $22,173,385  290.3
FY 2004-05 Appropriation:
HB 04-1419 $19,001 ($19,001) $0 $0 $0 0.0
HB 04-1422 20,926,560 659,673 140,338 0 21,726,571 2832
TOTAL $20,945,561 $640,672 $140,338 $0 $21,726,571  283.2
I ncr ease/(Decr ease) ($413,082) ($51,746) $18,014 $0 ($446,814) (7.1
Percentage Change -1.9% -7.5% 14.7% n/a 2.0%  -2.4%
FTE Detail FY 2003-04 FY 2004-05
Business Operations Subprogram 108.2 107.7
Personnel Subprogram 24.3 16.7
Offender Services Subprogram 36.8 36.8
Communi cations Subprogram 8.2 8.2
Transportation Subprogram 27.3 27.3
Training Subprogram 26.3 27.3
Information Systems Subprogram 50.6 50.6
Facility Services Subprogram 8.6 8.6
290.3 283.2

FTE Changes. The appropriationincludesanet reduction of 7.1 FTE. Of thisamount, 10.6 FTE are
base reductions from the following subprograms: (1) 7.6 FTE from the Personnel Subprogram;
(2) 2.0 FTE from the Business Operations Subprogram; and (3) 1.0 FTE from the Information
Systems Subprogram. These base reductions are partially offset by anincrease of 2.0 FTE to comply
with asettlement agreement fromaclassaction lawsuit regarding the Americanswith DisabilitiesAct
and 1.5 FTE to annualize costs associated with bringing 193 beds online at the Denver Women's
Correctional Facility in FY 2003-04.
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General Fund Changes. The net decrease in General Fund includes the following reductions: (1)
$500,000 for base reductions; (2) $117,000 for lower costs associated with communications
paymentsto the Department of Personnel and Administration; (3) $84,000 for one-time expensesin
FY 2003-04 associated with a settlement agreement from a class action lawsuit regarding the
Americans with Disabilities Act; (4) $68,000 for lower vehicle lease payments; and (5) $30,000 for
a 0.2 percent personal services reduction.

Thesereductionsare partially offset by thefollowing increases: (1) $218,000 for expensesassociated
withasettlement agreement fromaclassactionlawsuit regarding the Americanswith DisabilitiesAct;
(2) $63,000 to annualize FY 2003-04 appropriations associated with bringing 193 beds online at the
Denver Women's Correctional Facility; (3) $43,000 due to lower indirect cost recoveries from cash
and cash exempt sources available to offset General Fund; (4) $30,000 for higher costs associated
with the multiuse network; (5) $19,000 associated with H.B. 04-1419; and (6) $4,000 for costs
associated with additional parole officers and community corrections officers due to caseload
increases.

Cash Funds Changes: The net cash fund reduction is attributable to the following changes: (1) a
$43,000 reduction for lower indirect cost recoveries, (2) a reduction of $19,000 associated with
H.B. 04-1419; and (3) an increase of $10,000 for fees paid by private prisonsto offset the cost of the
private prison monitoring unit.

Cash Funds Exempt Changes: The net cash funds exempt increase is attributable to the following
changes: (1) an increase of $16,600 for vehicle lease payments; (2) an increase of $1,700 for
paymentsto the multiuse network; and (3) areduction of $300 dueto lower indirect cost recoveries.

Inmate Programs

The Inmate Programs division includes all educational, vocational, recreational, and inmate labor
programs operated by the Department. Also included in thisdivision arethe Sex Offender Treatment
Subprogram and Drug and Alcohol Treatment Subprogram. Funding for the Inmate Programs is
82.9 percent General Fund. The cash funds are primarily from Drug Offender Surcharge funds. The
cash funds exempt and federal funds are primarily from educational grants.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $28,091,866  $1,261,877 $4,313,651 $925,596 $34,592,990  436.7
HB 04-1317 25,753 0 1,017,652 (223,636) 819,769 0.0
TOTAL $28,117,619 $1,261,877 $5,331,303 $701,960 $35,412,759  436.7
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FY 2004-05 Appropriation:
HB 04-1422 $28,354,365  $1,403,061 $3,766,401 $697,941 $34,221,768 4194
TOTAL $28,354,365  $1,403,061 $3,766,401 $697,941 $34,221,768  419.4
I ncrease/(Decr ease) $236,746 $141,184  ($1,564,902) ($4,019) ($1,190,991) (17.3)
Percentage Change 0.8% 11.2% -29.4% -0.6% -34%  -4.0%
FTE Detail FY 2003-04 FY 2004-05
Labor Subprogram 98.3 97.3
Education Subprogram 152.6 142.6
Recreation Subprogram 122.7 119.9
Drug and Alcohol Treatment Subprogram 35 35
Sex Offender Treatment Subprogram 36.1 36.1
Volunteers Subprogram 9.0 9.0
Community Reintegration Subprogram 145 11.0
436.7 4194

FTE Changes: The appropriation includes areduction of 17.3 FTE due to the following reductions:
(1) 10.0 FTE in the Education Subprogram; (2) 3.5 FTE in the Community Reintegration
Subprogram; (3) 2.8 FTE in the Recreation Subprogram; and (4) and 1.0 FTE in the Labor
Subprogram.

General Fund Changes. The net increase in General Fund includes the following increases:
(1) $629,000 to annualize the costs associated with bringing 193 new bedsonlineat Denver Women's
Correctional Facility in FY 2003-04; and (2) $19,000 related to treatment costs for parole caseload
increases. These increases are partialy offset by the following base reductions: (1) $149,000 in the
Education Subprogram; (2) $145,000 in the Community Reintegration Subprogram; (3) $43,000 in
the Labor Subprogram; (4) $42,000 associated with a 0.2 percent reduction to persona servicesline
items; and (5) $32,000 in the Recreation Subprogram.

Cash Fund Changes. Theincrease in cash fundsis attributable to an increase in appropriations from
the Drug Offender Surcharge Fund, which is used to pay for the treatment of inmates.

Cash Funds Exempt Changes: The reduction in cash funds exempt reflects an anticipated reduction

in federal grants received from the Division of Criminal Justice in the Department of Public Safety
and from the Alcohol and Drug Abuse Division in the Department of Human Services.

PART Il -50- CORRECTIONS



Federal Funds: The reduction in federal fundsisdueto areduction in anticipated federal grants for
vocational education and a reduction in statewide indirect cost recoveries for FY 2004-05.

Community Services

The Community Services division includes the parole, parole Intensive Supervison Program (I1SP),
community supervision (transition), and community ISP (transition) subprograms. This major
program areais designed to isolate most costs associated with supervising inmates and paroleesin
acommunity setting. Other costs associated with residential community corrections placements are
appropriated to the Department of Public Safety, Division of Criminal Justice. Funding for the
Community Services division is 99.7 percent General Fund. The cash funds exempt are moneys
transferred from the Division of Criminal Justice in the Department of Public Safety.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-252 $38,154 $0 $0 $0 $38,154 10
SB 03-258 19,448,691 0 69,477 0 19,518,168 2234
HB 04-1317 108,876 0 0 0 108,876 0.0
TOTAL $19,595,721 $0 $69,477 $0 $19,665,198 224.4
FY 2004-05 Appropriation:
HB 04-1422 $21,078,665 $0 $69,477 $0 $21,148,142  238.0
TOTAL $21,078,665 $0 $69,477 $0 $21,148,142  238.0
I ncr ease/(Decr ease) $1,482,944 $0 $0 $0 $1,482,944 13.6
Percentage Change 7.6% n/a 0.0% n/a 75% 6.1%
FTE Detail FY 2003-04 FY 2004-05
Parole Subprogram 101.2 100.8
Parole Intensive Supervision Subprogram 42.9 43.7
Community Intensive Supervision Subprogram 24 475
Community Supervision Subprogram 284 36.5
Y outhful Offender System Aftercare 9.5 9.5
224.4 238.0
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FTE Changes: The appropriation includes an increase of 13.6 FTE, which includes the following
increases: (1) 6.9 FTE for community correctionsofficersbased onincreased community corrections
caseload; (2) 5.6 FTE for community corrections officers based on a policy change to place
11.0 percent of theinmatesin community corrections; (3) 0.7 FTE for community correctionsofficers
based on an increase in community return to custody placements pursuant to S.B. 03-252; and
(4) 0.4 FTE for parole officers based on an increase in the parole caseload.

General Fund Changes: The net General Fund increase is primarily attributable to the following
increases. (1) $655,000 for inmate supervision costs associated with a policy change to place
11.0 percent of the inmate population in community corrections; (2) $411,000 for supervision costs
associated with caseload increases in community corrections; (3) $354,000 due to a larger parole
caseload; and (4) $85,000 for caseload expenses associated with an increase in community-return-to-
custody placementspursuant to S.B. 03-252. Theseincreasesare partially offset a$23,000 reduction
associated with a 0.2 percent reduction to personal services line items.

Parole Board

The Parole Board has discretion to grant or deny parole for persons who were not sentenced under
mandatory parole. The Board can stipulate conditions of parole for discretionary and mandatory
parolees. When conditions of parole are violated, the Board can revoke a person's parole. Funding
for the Parole Board is 100.0 percent General Fund.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $1,026,743 $0 $0 $0 $1,026,743 135

TOTAL $1,026,743 $0 $0 $0 $1,026,743 13.5

FY 2004-05 Appropriation:

HB 04-1422 $1,070,709 $0 $0 $0 $1,070,709 135
TOTAL $1,070,709 $0 $0 $0 $1,070,709 135
I ncr ease/(Decr ease) $43,966 $0 $0 $0 $43,966 0.0
Percentage Change 4.3% n/a n/a n/a 4.3% n/a

General Fund Changes:. The net increase in Genera Fund appropriations includes the following
three changes: (1) an increase of $29,000 for a contract hearing officer; (2) an increase of $17,000
for acontract attorney to represent inmates who are incapable of representing themselves at parole
revocation hearings; and (3) areduction of $2,000 for a 0.2 percent reduction in personal services.
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Correctional Industries

Correctional Industries manages profit-oriented work programsto provide inmates with training in
various job skills while generating revenues to cover its costs. The major businesses operated by
Correctional Industries include manufacturing operations for automobile license plates, office
furniture, and modular office systems; aprint shop; aleather productsshop; and agarment production
operation. Correctional Industries sellsitsproducts primarily to other government agencies. Funding
for the Correctiona Industriesdivision is 100 percent cash funds exempt from sales of Correctional
Industries products and services. Because Correctional Industries is an enterprise for the purposes
of Section 20 of Article X of the State Constitution, appropriations in this area are categorized as
cash funds exempt (Section 17-24-104, C.R.S)).

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $0 $0  $40,332,396 $0 $40,332,396  191.0
TOTAL $0 $0  $40,332,396 $0 $40,332,396  191.0

FY 2004-05 Appropriation:

HB 04-1422 $0 $0  $34,472,960 $0 $34,472960 1710
TOTAL $0 $0  $34,472,960 $0 $34,472,960 171.0
Increase/(Decr ease) $0 $0  ($5,859,436) $0 ($5,859,436) (20.0)
Percentage Change n/a n/a -14.5% n/a -14.5% -10.5%

FTE Changes: The appropriation eliminates 20.0 FTE to reflect historical utilization of FTE, which
included significant reversions in recent years.

Cash Funds Exempt Changes: The reduction in cash funds exempt is the result of the following
reductions: (1) $2.5 million for the purchase of raw materials based on historical expenditures for
thispurpose; (2) $1.5 millionfor operating expensesbased on historical expenditures; (3) $1.0 million
for personal servicesbased on historical expenditures; (4) $800,000 for inmate pay based on historical
expenditures; and (5) $40,000 for lower indirect cost recoveries from correctional industries.

Canteen Operation

The Canteen Operation provides various personal items for purchase by inmatesincluding toiletries,
snack foods, phone services, and other approved items. Per court order, al funds remaining after
expenses are to be used to provide inmates with additional educational or recreational resources
including library materials and cable television services. Funding for the Canteen Operation is 100
percent cash fundsexempt from sales of canteen productsto inmates. Becausethe Canteen Operation
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isan enterprise for the purposes of Section 20 of Article X of the State Constitution, appropriations
are categorized as cash funds exempt (Section 17-24-126, C.R.S.).

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $0 $0  $11,989,077 $0 $11,989,077 25.7
TOTAL $0 $0  $11,989,077 $0 $11,989,077 25.7

FY 2004-05 Appropriation:

HB 04-1422 $0 $0  $10,332,603 $0 $10,332,603 237
TOTAL $0 $0  $10,332,603 $0 $10,332,603 23.7
I ncr ease/(Decr ease) $0 $0  ($1,656,474) $0 ($1,656,474) (2.0)
Percentage Change n/a n/a -13.8% n/a -13.8% -7.8%

FTE: Theappropriation includesabase reduction of 2.0 FTE for information technology staff. These
staff were historically paid from other divisions.

Cash Funds Exempt Changes. Thereductionincashfundsexempt istheresult of thefollowing three
reductions: (1) $1,651,000 for personal services based on historical expendituresand for information
technology staff previoudly paid from other divisions; (2) $2,000 associated with a 0.2 percent
personal services reduction; and (3) $3,000 for lower indirect cost recoveries from the canteen
operation.

Recent L egisation

2003 Session Bills

S.B. 03-197: Shiftsthe date for June paychecks for most state employees to July 1, beginning in
2003. Thisresults in one-time savings for state departmentsin FY 2002-03, including a reduction
in the appropriation to the Department of Corrections of $25,464,056 General Fund. For additional
information, refer to the bill description in the Department of Personnel and Administration.

S.B. 03-252: Allowsthe Parole Board to temporarily move a person on parolefor anonviolent class
5 or class 6 felony (except for menacing and unlawful sexual behavior), to acommunity corrections
program, or apre-parole release and revocation center for up to 180 days. Allows DOC to contract
with community corrections programs for the placement of such parolees. Limits the time a parolee
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can be revoked to the DOC to 180 days for a technical revocation (a revocation that was not the
result of the commission of a new offense), provided that the parolee was serving parole for a
nonviolent offense. Repeals parts of Section 17-22.5-403 (9), C.R.S., requiring an additional year of
parole if a parolee is revoked to prison for the remainder of the parole period. Reduces the
appropriation to the Department of Corrections by $760,997 General Fund. Of this amount, a
reduction of $799,151 is associated with lower costs for housing an estimated average daily
population (ADP) of 88.2 inmatesin county jailsor private prison facilities. Thisreductionis partially
offset by an additional $38,154 to support 1.0 FTE to supervise an increase of offenders (60.0 ADP)
placed in community corrections programs.

S.B. 03-258: Genera appropriations act for FY 2003-04.

S.B. 03-273: Eliminates salary survey for FY 2003-04 and reduces the appropriation to the
Department of Corrections by $12,669,533. Of thisamount, $12,240,936 is General Fund, $56,589
is cash funds, and $372,008 is cash funds exempt. For amore detailed explanation of this bill, seethe
Recent Legidation section in the Department of Personnel and Administration.

S.B. 03-318: Decreases the penalty for use of a schedule | or 11 controlled substance to a class 6
felony. Reduces to aclass 6 felony the penalty for afirst possession offense when the amount of a
schedule | through 1V controlled substance is one gram or less. Lowers to a class 4 felony the
penalty for a second or subsequent possession offense when the amount of a schedule | through IV
controlled substance is one gram or less.

Creates the Drug Offender Treatment Fund. Creates an interagency task force responsible for
allocating the moneysin the Drug Offender Treatment Fund. Requiresthetask forceto report to the
Judiciary Committees of the House and Senate regarding the anticipated savings generated by the
act on or before January 31, 2005, and on or before January 31, 2007. Createsjudicia district drug
offender treatment boards within each judicial district and directs them to distribute Drug Offender
Treatment Fund moneys within the judicial district. Compels each board to report to the task force
and the Judiciary Committees of the House and Senate each year the amount of Drug Offender
Treatment Fund moneysreceived and how the moneyswere distributed. Allows an offender who has
2 previous felony convictions and who is convicted of possession of one gram or less of a schedule
| through IV controlled substance to be placed on probation.

Requires all portions of the act to return to existing language if the expected savings from the act of
$2.2 millionare not applied to the Drug Offender Treatment Fund in thefiscal year beginningin 2005,
or any fiscal year thereafter.

H.B. 03-1004:. Adds manufacturing or attempting to manufacture a controlled substance, and

possessing methamphetamine precursors with the intent to manufacture, in the presence of child, or
on the premises where a child is found or resides, to the crime of child abuse. Makes the crime a
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class 3felony. Includesafive- year statutory appropriation pursuant to Section 2-2-703, C.R.S,, for
the following fiscal years:

a FY 2006-07: Appropriates $291,761 from the Capital Construction Fund to the Corrections
Expansion Reserve Fund; and

a FY 2007-08: Appropriates $416,802 from the Capital Construction Fund to the Corrections
Expansion Reserve fund and appropriates $118,516 to the Department of Corrections.

H.B. 03-1138: Makesit aclass 4 felony to intentionally and unlawfully terminate another person's
pregnancy. Prohibits prosecution of apersonwho provides medical treatment to which the pregnant
woman consented. Repeals the requirement that the prosecution prove an underlying factual basis
of domestic violence for acourt to impose an enhanced sentence on a person convicted of aspecified
crime against a pregnant woman. Makes intentionally and knowingly killing a pregnant woman an
aggravating factor for purposes of imposing the death penalty. Includes a five-year statutory
appropriation pursuant to Section 2-2-703, C.R.S,, for the following fiscal years:

a FY 2005-06: Appropriates $138,934 fromthe Capital Construction Fund to the Corrections
Expansion Reserve Fund;

a FY 2006-07: Appropriates $125,041 from the Capital Constriction Fund to the Corrections
Expansion Reserve Fund and appropriates $56,436 Genera Fund to the Department of
Corrections; and

a FY 2007-08: Appropriates $107,228 Genera Fund to the Department of Corrections.

H.B. 03-1213: Removes the "commercial purpose” qualifier from the crime of sexual exploitation

of achild. Includesafive- year statutory appropriation pursuant to Section 2-2-703, C.R.S,, for the

following fiscal years:

a FY 2003-04: Appropriates $69,467 from the Capital Construction Fund to the Corrections
Expansion Reserve Fund;

a FY 2004-05: Appropriates $28,818 General Fund to the Department of Corrections;

a FY 2005-06: Appropriates $28,818 General Fund to the Department of Corrections;

a FY 2006-07: Appropriates $69,467 from the Capital Construction Fund to the Corrections
Expansion Reserve Fund and appropriates $28,818 Genera Fund to the Department of

Corrections; and

a FY 2007-08: Appropriates $56,436 General Fund to the Department of Corrections.
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Adjusts appropriations made in the 2003 general appropriations act by decreasing the General Fund
appropriationto the Department of Corrections, Institutions, Utilities Subprogram, Utilitieslineitem
by $69,467.

H.B. 03-1256: Authorizes lease-purchase agreements for a high-custody correctional facility and
severa buildings at the University of Colorado Health Sciences Center (UCHSC) at Fitzsimons.
Authorizes the executive director of the Department of Corrections to enter into a 15-year, lease-
purchase agreement not to exceed $102.8 million, plusnecessary administrative, monitoring, interest,
and closing costs. Authorizes the executive director to enter into the agreement with any for-profit
or nonprofit institution. Requiresthe lease-purchase agreement to contain provisionsthat convey the
title of the property to the state for the department's use on or before the term expiration of the
agreement. For an explanation of the provisions related to UCHSC, see the Recent Legislation
section in the Department of Higher Education.

H.B. 03-1316: Reduces the appropriation to the Department of Corrections for Health, Life, and
Dental Expendituresin FY 2003-04 by $44,061. Of this amount, $42,503 is General Fund, $73 is
cash funds, $1,485 is cash funds exempt. For amore detailed explanation of thisbill, see the Recent
Legidation section in the Department of Personnel.

H.B. 03-1317: Makesit afelony to sdll or distribute chemicals, supplies, or equipment, when the
seller or distributor knows or reasonably should know or believes that a person intends to use the
materialssold or distributed to illegally manufacture a controlled substance. Specifiesthat thefelony
isacrimethat presents an extraordinary risk of harm to society. Makes it a misdemeanor crime to
sl, purchase, attempt to purchase, fill, refill, deliver, or permit to be delivered an anhydrous
ammoniacontainer under certain circumstances. I ncludesafive- year statutory appropriation pursuant
to Section 2-2-703, C.R.S,, for the following fiscal years:

a FY 2004-05: Appropriates $69,467 from the Capital Construction Fund to the Corrections
Expansion Reserve Fund;

a FY 2005-06: Appropriates $69,467 from the Capital Construction Fund to the Corrections
Expansion Reserve Fund and appropriates $28,218 Genera Fund to the Department of
Corrections;

a FY 2006-07: Appropriates $69,467 from the Capital Construction Fund to the Corrections
Expansion Reserve Fund and appropriates $56,436 Genera Fund to the Department of
Corrections; and

a FY 2007-08: Appropriates $55,574 from the Capital Construction Fund to the Corrections

Expansion Reserve Fund and appropriates $84,654 General Fund to the Department of
Corrections.
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2004 Session Bills

H.B. 04-1003: Increasesthe penalty for impersonating a peace officer to a class 6 felony. Makesthe
use or possession of red or blue lights that may be affixed to a vehicle a class 1 misdemeanor.
Provides an affirmative defense to peace officers, persons specifically authorized by a chief of police
or sheriff, a permitted volunteer firefighter, ambulance personnel, or avendor of red and blue lights.
Requires volunteer firefighters and ambulance attendants to obtain a permit prior to using special
lights and alarm systems on their personal vehicles. Includes a five-year statutory appropriation
pursuant to Section 2-2-703, C.R.S., for the following fiscal years:

a FY 2004-05: Appropriates $152,800 from the Capital Construction Fund to the Corrections
Expansion Reserve Fund;

FY 2005-06: Appropriates $61,200 General Fund to the Department of Corrections;

FY 2006-07: Appropriates $61,200 Genera Fund to the Department of Corrections;

o a O

FY 2007-08: Appropriates $61,200 General Fund to the Department of Corrections; and
a FY 2008-09: Appropriates $61,200 General Fund to the Department of Corrections.

H.B. 04-1016: Adds wholesale promotion of obscenity to a minor and promotion of obscenity to
a minor to the list of offenses requiring sex offender registration after conviction of the offense.
Includes a five-year statutory appropriation pursuant to Section 2-2-703, C.R.S,, for the following
fiscal years:

a FY 2006-07: Appropriates $69,467 from the Capital Construction Fund to the Corrections
Expansion Reserve Fund; and

a FY 2007-08: Appropriates $27,824 Genera Fund to the Department of Corrections.

H.B. 04-1021: Lowers the blood alcohol content level to 0.08 grams of alcohol per 100 milliliters
of blood or per 210 liters of breath for the purposes of determining whether a person isdriving under
the influence of alcohol. Permits a county, city and county, or municipality to adopt an ordinance or
resolution that authorizes "tastings' subject to certain limitations. Defines "tastings' to mean the
sampling of malt, vinous, or spiritous liquors on the premises of certain liquor licensees. Increases
to $1,000 the amount of malt, vinous, and spiritous liquors that a hotel and restaurant licensee may
annually purchase from aretail liquor store. Authorizes a hotel or restaurant licensee to permit a
customer to reseal and remove from the premises one opened container of partially consumed vinous
liguor under certain circumstances.

For FY 2004-05, appropriates $83,950 cash funds exempt and 0.4 FTE from the Driver's License
Administration Revocation Account inthe Highway Users Tax Fund to the Department of Revenue,
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and appropriates $8,377 General Fund and 0.2 FTE to the Judicial Department. Includes afive- year
statutory appropriation pursuant to Section 2-2-703, C.R.S., for the following fiscal years:

a FY 2005-06: Appropriates $76,414 from the Capital Construction Fund to the Corrections
Expansion Reserve Fund;

a FY 2006-07: Appropriates $90,307 from the Capital Construction Fund to the Corrections
Expansion Reserve Fund and appropriates $19,445 General Fund to the Department of
Corrections;

a FY 2007-08: Appropriates $13,893 from the Capital Construction Fund to the Corrections
Expansion Reserve Fund and appropriates $42,245 Genera Fund to the Department of
Corrections; and

a FY 2008-09: Appropriates $69,497 from the Capital Construction Fund to the Corrections
Expansion Reserve Fund and appropriates $45,960 General Fund to the Department of
Corrections.

H.B. 04-1317: Supplemental appropriation to the Department of Corrections to modify the
appropriation included in the FY 2003-04 Long Bill.

H.B. 04-1419: Reduces the private prison reimbursement rate by $0.81 per inmate per day in
FY 2004-05 from $50.37 to $49.56. Eliminates the statutory requirement for private prisons to
reimburse the Department of Corrections for the cost of monitoring Colorado inmates in private
prisons. Reducesthe cash fund revenue and cash fund appropriationto the Department of Corrections
by $1,064,340 (private prison monitoring fees). Increases the appropriation for the private prison
monitoring unit by $1,064,340 General Fund and reduces the appropriation for payments to private
prisons by an equal amount. Requires private prisons to continue reimbursing the state for the costs
associated with monitoring inmates from other states.

H.B. 04-1422: Genera appropriations act for FY 2004-05.
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DEPARTMENT OF EDUCATION

Article 1X of the Colorado Constitution requires the General Assembly to "provide for the
establishment and maintenance of athorough and uniform system of free public schools throughout
the state, wherein all residents of the state, between the ages of six and twenty-one years, may be
educated gratuitously.” The General Assembly is aso to provide for the organization of school
districts throughout the State. In each district alocally-elected board of education has control over
instruction of the public schools within its district. The State Board of Education, currently
comprised of seven membersrepresenting each of Colorado's congressional districtsand one at-large
member, is responsible for the general supervision of public schools. The Commissioner of
Education, appointed by the State Board, advisesthe State Board concerning the operation and status
of public schools and serves as the executive officer of the Department of Education.

The Department distributes state and federal funds to school districts and is responsible for
accrediting school districts and administering educator licensure and professional development
programs. The Department also administers a variety of education-related programs, including
education programs for children with special needs, English language proficiency programs, the
Colorado Preschool Program, adult basic education programs, and avariety of grant programs. The
Department is responsible for developing and maintaining state model content standards and
administering the associated Colorado Student Assessment Program. Further, the Department is
required to issue annual accountability reports for every public school in the state.

Inadditionto itsresponsibilitiesrelated to public schools, the Department is charged with promoting
the improvement of library services statewide to ensure equal access to information, including
providing library services to persons who reside in state-funded institutions and to personswho are
blind or physically disabled. Finaly, the Department operates the Colorado School for the Deaf and
the Blind, located in Colorado Springs. Pursuant to S.B. 03-53, however, the School will be
managed by a Board of Trustees beginning in FY 2004-05.

In November 2000, a majority of Colorado voters approved Amendment 23, which added Section
17 to Article IX of the Colorado Constitution. This provision requires the General Assembly to
provide certain annual inflationary funding increases for kindergarten through twelfth grade
education. This provision also creates the State Education Fund, consisting of revenues generated
from atax of one third of one percent on federal taxable income and any interest earned on the Fund
balance. Thediverted incometax revenue, which averages about seven percent of total stateincome
tax collections, is not subject to the Taxpayer Bill of Rights (TABOR) constitutional limitation on
fiscal year spending. Further, any appropriation from the State Education Fund is not subject to the
Six percent statutory limitation on General Fund appropriations. Further information concerning the
State Education Fund, including a table providing a history of appropriations from the Fund, is
included in Appendix D.
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Department Budget: Recent Actual Expenditures and Appropriations

FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05
Funding Sour ce Actual Actual Approp. Approp.
General Fund $2,267,438,153 $2,311,858,706 $2,417,670,435 $2,539,580,382
Cash Funds 12,245,432 12,710,475 15,233,415 14,760,077
Cash Funds Exempt 274,508,386 437,828,026 461,334,608 455,292,596
Federal Funds 301,611,597 335,092,356 380,677,569 413,109,122
Total Funds $2,855,803,568 $3,097,489,563 $3,274,916,027 $3,422,742,177
Full Time Equiv. Staff 398.4 421.2 419.7 434.8

FY 2004-05 Budget Changes

Significant changes in appropriations for FY 2004-05 compared to FY 2003-04 are highlighted
below. Appropriations for FY 2004-05:

O

Provide for atotal (combined state and local) increase in funding for schools pursuant to the
School Finance Act of 1994, as amended, of $121.6 million (2.8 percent) based on a 0.7
percent projected increase in student enroliment and a 2.1 percent increase in the statewide
base per pupil funding amount (to meet the “inflation plus one” requirement of Section 17 of
Article IX of the Colorado Constitution).

It isanticipated that available local tax revenues, which are not reflected in appropriationsto
the Department of Education, will increase by only $16.2 million (1.0 percent). The
appropriation thusreflects adisproportionate increase of $105.4 million (4.0 percent) for the
state share of districts total program funding. The total $105.4 million increase in state
funding includes:

v an increase of $120.0 million General Fund (5.3 percent);

v a decrease of $8.0 million cash funds exempt from the State Education Fund;

v adecrease of $6.1 million cash funds exempt fromthe State Public School Fund based
on projected federal mineral lease revenues and interest earnings on the Public School
Fund (often referred to as the "Permanent Fund"); and

v adecrease of $0.5 million cash funds based on projected rental income earned on state
trust lands;
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Reflect an overall $32.4 million net increase in federal funds anticipated to be available,
including the following significant increases:

v $21.2 million for special education programs for children with disabilities;
v $7.5 million in federal Title 1 funds; and
v $2.7 million for U.S.D.A. food and nutrition programs,

Provide a total of $10.0 million from the State Education Fund for capital construction
programs (areduction of $5.0 million compared to FY 2003-04), including $5.0 million for
charter schools, $2.5 million for the School Capital Construction Expenditures Reserve, and
$2.5 million for the School Construction and Renovation Fund;

Reflect an increase of $5.9 million for the Read-to-Achieve Program (although tobacco
settlement funds available for the program are anticipated to decrease by $7.9 million
pursuant to H.B. 04-1421 -- see the description of H.B. 04-1421 for further information
about this discrepancy);

Include increases totaling $3.4 million from the State Education Fund for the purpose of
providing the 2.1 percent increase for categorical programs to meet the “inflation plus one”
requirement of Section 17 of Article IX of the Colorado Constitution;

Add $1.3 million General Fund for the Colorado Student Assessment Program (CSAP) asa
portion of the federal funds that are being used to support the ongoing administration of
existing assessments will need to be used to develop 3rd- and 4th-grade math assessmentsto
comply with federal requirements;

Reflect a change in fund sources for 9.0 FTE in the school finance unit, who will now be
supported by a$762,000 cash funds exempt transfer of state funds appropriated for the state
share of digtricts' total program funding rather than with General Fund;

Add $580,00 for salary survey and performance-based pay awards to be distributed in FY
2004-05;

Add $233,000 for workers compensation costs;
Add $181,000 for health, life, and dental benefits; and

Reflect achangeinfund sourcesfor 2.0 FTE responsiblefor tracking student identifiers, who
will now be supported by $180,000 General Fund rather than with federal funds.
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General Factors Driving the Budget

Although local government revenues provide a significant source of funding for K-12 education in
Colorado, local funds are not reflected in appropriations to the Department of Education.
Appropriations to the Department of Education for FY 2004-05 consist of 74.2 percent General
Fund, 13.3 percent cash funds exempt, 12.1 percent federal funds, and less than one percent cash
funds. Some of the most important factors driving the budget are reviewed below.

School Finance - State's Share of Districts Total Program

The primary source of funding for public schools in Colorado is provided pursuant to the Public
School Finance Act. The state share of funding is the largest single annual appropriation of state
General Fund moneys. For FY 2004-05, the General Assembly appropriated $2.7 billion for this
purpose, including nearly $2.4 billion General Fund -- representing more than 40 percent of all state
General Fund operating appropriations. Local government revenuesalso help pay for public schools,
bringing the total amount available for financing public schoolsfor FY 2004-05 to $4.4 billion. The
$4.4 hillion in state and local funds are allocated to school districts through a statutory formula that
calculates a specific per pupil level of funding for each school district, as well as a specific state and
local share of funding for each district.

The formula provides the same base amount of funding per pupil for every district. The General
Assembly historically provided for annua increases in the amount of base per pupil funding.
However, pursuant to Section 17 of Article I X of the Colorado Constitution, the General Assembly
is now required to provide annual inflationary increases in base per pupil funding. Specifically, for
FY 2001-02 through FY 2010-11, the base per pupil funding amount (which includes both state and
local funds) must increase annually by at least the rate of inflation plus one percent; for FY 2011-12
and each fiscal year thereafter, the base per pupil funding amount must increase annually by at least
the rate of inflation. For FY 2004-05, base per pupil funding increased from $4,570 to $4,666 (2.1
percent), based on an actual inflation rate of 1.1 percent in calendar year 2003.

The formula increases base per pupil funding for each district based on factors that affect districts
costs of providing educational services. The formula also provides additional funding for districts
with studentswho may be at risk of failing or dropping out of school. Thus, actual per pupil funding
variesfor each district. For FY 2004-05, actual per pupil funding is estimated to range from $5,627
to $13,044, with a statewide average of $6,067. Each district's per pupil funding is multiplied by its
funded pupil count to determine its "total program” funding.

Once the total program funding amount is determined for each district, the state and local share of
such funding is calculated for each district. Local property and specific ownership taxes provide the
first source of revenuefor each district'stotal program funding, and the remainder iscovered by state
funds. Property taxes are based on each district's mill levy and the assessed, or taxable, value of
property in each district. Specific ownership taxes are paid on motor vehicles.
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In summary, the following factors directly affect the amount of state funding necessary to fund the
School Finance Act:

the number of pupils enrolled in public schools (including the number of dots statutorily
authorized for state-funded preschool and full-day kindergarten programs);
the rate of inflation;

NN NN NN

the number of at-risk students attending public schools;
changes in the relative cost-of-living in various regions of the state;
changes in statutory definitions, procedures, or mathematical factors that impact the
calculation of per-pupil funding or state aid for each district; and

fluctuationsin local property and specific ownership tax revenues.

Thefollowing table summarizesthe key components of the school finance formulasince FY 2000-01.:

Schoal Finance FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY 04-05
Funding Actual Actual Actual Approp. Approp.

Funded Pupil Count 693,644 707,202 717,465 723,230 728,575
Annual Percent Change 1.7% 2.0% 1.5% 0.8% 0.7%
Denver-Boulder

Inflation Rate for

Previous CY 2.9% 4.0% 4.7% 1.9% 1.1%
Statewide Base Per

Pupil Funding $4,002 $4,202 $4,442 $4,570 $4,666
Annual Percent Change 3.2% 5.0% 5.7% 2.9% 2.1%
Statewide Average Per

Pupil Funding $5,168 $5,451 $5,796 $5,943 $6,066
Annual Percent Change 3.5% 5.5% 6.3% 2.5% 2.1%
Total Program

Funding $3,584,664,712  $3,854,831,914  $4,158,114,214  $4,298,271,399  $4,419,898,658
Annual Percent Change 5.3% 7.5% 7.9% 3.4% 2.8%
State Share of Districts

Total Program Funding $2,047,855,564  $2,230,036,235  $2,484,103,386  $2,627,074,052  $2,732,460,144
Annual Percent Change 6.1% 8.9% 11.4% 5.8% 4.0%
Sate Share as Percent

of Districts Total

Program 57.1% 57.9% 59.7% 61.1% 61.8%
General Fund Portion of

State Share Approp. $1,974,673,211  $2,073,406,872  $2,137,582,405 $2,247,917,791  $2,367,928,437
Annual Percent Change 4.6% 5.0% 3.1% 5.2% 5.3%
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Please note that the annual appropriation for school financeis based on estimates of pupil countsand
local property tax revenues. Thus, the annual appropriation typically requiresamid-year adjustment
once the actual datais available.

Categorical Programs

Programs designed to serve particular groups of students (e.g., students with limited proficiency in
English) or particular student needs (e.g., transportation) have traditionally been referred to as
"categorical" programs. Section 17 of Article I X of the Colorado Constitution requires the General
Assembly to increase total state funding for all categorical programs annually by at least the rate of
inflation plus one percent for FY 2001-02 through FY 2010-11, and by at least the rate of inflation
for subsequent fiscal years. For FY 2000-01, state appropriations for categorical programs totaled
$142.2 million. Based on the actual inflation rate for CY 2000 (4.0 percent), the General Assembly
wasrequired to provide an additional $7.1 million for such programsfor FY 2001-02. Most recently,
based on the actual inflation rate for CY 2003 (1.1 percent), the General Assembly was required to
provide an additional $3.4 million for such programs for FY 2004-05. The following table details
increases in the annual appropriation of state funds since FY 2000-01, by program area.

Required Increasesin State Funding for Categorical Programs
FY 2004-05 Changein Annual Appropriation of
LongBill Line ltem Appropriation State Funds Since FY 2000-01
Specia education - children with disabilities $86,669,717 $15,158,944 21.2%
English Language Proficiency Program 3,766,630 665,032 21.4%
Public schoal transportation 41,418,393 4,496,166 12.2%
Colorado Vocational Act distributions 19,959,556 2,166,706 12.2%
Special education - gifted and talented children 6,258,744 758,744 13.8%
Expelled and at-risk student services grant program 6,285,171 496,364 8.6%
Small attendance center aid* 808,089 (140,051) -14.8%
Comprehensive health education 600,000 0 0.0%
Total $165,766,300 $23,601,905 16.6%

* Although funding provided for small attendance center aid has declined, the amount appropriated for FY 2004-05
is estimated to be sufficient to fully fund the program.

School Capital Construction Funding

Pursuant to S.B. 00-181, the General Assembly is required to appropriate a total of $190.0 million
fromthe Genera Fund over an eleven-year period to assist school districtswith capital improvements.
The $190.0 million is to be split between two funds. A total of $105.0 million isto be appropriated
to the School Capital Construction Expenditures Reserve (the Construction Reserve) for capital
expenditures of school districts that: (a) address immediate safety hazards or health concerns; (b)
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relieve excessive operating costs created by insufficient maintenance or construction spending; or (C)
relieve conditions that detract from an effective learning environment. The remaining $85.0 million
isto be appropriated to the School Construction and Renovation Fund. Such moneysareto be used
to provide matching grantsto districtsfor qualified capital construction projects. SenateBill 00-181
does not, however, require any General Fund appropriation in afiscal year in which General Fund
revenues do not exceed certain annual obligations by more than $80.0 million. In addition, in 2001
the General Assembly created a new program to distribute State Education Fund moneysto charter
schoolsfor capital construction while also increasing the funding available to school districtsthrough
the existing Construction Reserve. Under current law, the General Assembly is required to
appropriate $5.0 million from the State Education Fund annually for charter school capita
construction, plus $5.0 million to the Construction Reserve (in addition to amounts appropriated
pursuant to S.B. 00-181).

Due to revenue shortfalls, the General Assembly has not been statutorily obligated to appropriate
General Fund moneys for school capital construction since FY 2001-02. However, the General
Assembly has elected to appropriate moneys from the State Education Fund for such purpose. In
addition, lottery proceeds have been available for capital construction needsin both FY 2002-03 and
FY 2003-04. The following table provides a summary of funding available to date for capital
construction programs (excluding charter school capital construction), as well as projected
appropriations that will be required in future fiscal years based on existing law.

Appropriations Required Funding Available for Capital Construction
Pursuant to S.B. 00-181 if
Fiscal General Fund Revenuesare State Education Lottery
Y ear Sufficient General Fund Fund Proceeds Total
00-01 $5,000,000 $5,000,000 $0 $0 | $5,000,000
01-02 10,000,000 10,000,000 6,471,052 0 16,471,052
02-03 15,000,000 0 6,500,060 8,499,940 15,000,000
03-04 20,000,000 0 10,000,000 3,690,377 13,690,377
04-05 20,000,000 0 5,000,000 n/a 5,000,000
05-06 20,000,000 n/a
06-07 20,000,000 n/a
07-08 20,000,000 n/a
08-09 20,000,000 n/a
09-10 20,000,000 n/a
10-11 20,000,000 n/a
$190,000,000 $15,000,000 $27,971,112 | $12,190,317 | $55,161,429
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Summary of FY 2003-04 and FY 2004-05 Appropriations

Total Department Appropriations

GF CF CFE FF Total FTE
FY 2003-04 Total
Appropriation: $2,417,670,435 $15,233,415 $461,334,608 $380,677,569  $3,274,916,027 419.7
Breakdown of Total Appropriation by Administrative Section
Management and
Administration 19,811,606 2,526,130 1,616,642 6,896,414 30,850,792 105.3
Assistance to Public
Schools 2,389,683,265 12,622,285 456,496,970 373,781,155 3,232,583,675 154.3
Library Programs 359,796 0 713,800 0 1,073,596 0.0
School for the Deaf and
the Blind 7,815,768 85,000 2,507,196 0 10,407,964 160.1
Breakdown of Total Appropriation by Bill
SB 03-19 0 0 (50,298) 0 (50,298) 0.0
SB 03-248 (27,340,825) 0 (1,314,474) 0 (28,655,299) 0.0
SB 03-258 2,445,353,900 14,940,515 454,839,556 380,988,262 3,296,122,233  419.7
SB 03-273 (348,331) (29,872) (42,025) (318,030) (738,258) 0.0
SB 03-282 0 0 (14,425,518) 0 (24,425,518) 0.0
HB 03-1114 0 327,467 0 0 327,467 0.0
HB 03-1316 (2,087) (93) (314) (1,252) (3,746) 0.0
HB 04-1318 7,778 (4,602) 22,322,739 8,589 22,334,504 0.0
HB 04-1331 0 0 4,942 0 4,942 0.0
FY 2004-05 Total
Appropriation: $2,539,580,382  $14,760,077  $455,292,506 $413,109,122  $3,422,742,177 434.8
Breakdown of Total Appropriation by Administrative Section
Management and
Administration 21,017,070 2,600,077 2,589,872 7,401,712 33,608,731 110.0
Assistance to Public
Schools 2,509,693,911 12,075,000 449,776,234 405,707,410 3,377,252,555  164.7
Library Programs 959,796 0 113,800 0 1,073,596 0.0
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GF CF CFE FF Total FTE

School for the Deaf and

the Blind 7,909,605 85,000 2,812,690 0 10,807,295 160.1
Breakdown of Total Appropriation by Bill

HB 04-1104 0 16,283 0 0 16,283 0.0
HB 04-1202 0 0 10,000 0 10,000 0.0
HB 04-1360 0 0 78,228 0 78,228 0.0
HB 04-1362 0 0 150,000 0 150,000 0.0
HB 04-1397 (16,091,207) 0 (1,965,037) 0 (18,056,244) 0.0
HB 04-1421* 0 0 0 0 0 0.0
HB 04-1422 2,555,671,589 14,743,794 457,019,405 413,109,122 3,440,543,910 433.8
HB 04-1464 0 0 0 0 0 10
I ncrease/(Decr ease) $121,909,947 ($473,338) ($6,042,012)  $32,431,553 $147,826,150 15.1
Percentage Change 5.0% -3.1% -1.3% 8.5% 45% 3.6%

* House Bill 04-1421 reducesthe FY 2004-05 appropriation of tobacco settlement funds to the Read-to-Achieve Cash
Fund by $12,728,215 and reduces the associated spending authority out of the Read-to-Achieve Cash Fund for the
Read-to-Achieve Grant Program by $12,728,215. However, the Governor vetoed the provisions making these

reductions to Long Bill appropriations.

Detail of Appropriation by Administrative Section

M anagement and Administration

This section of the budget provides funding and staff for the State Board of Education, for the
administration of a variety of education- and library-related programs, and for general department
administration, including human resources, budgeting, accounting, information management, and
facilitiesmaintenance. This section also includesfunding for administration of the Colorado Student
Assessment Program. The primary source of cash fundsisthe Educator Licensure Cash Fund, which
consists of fees paid by applicantsfor educator licenses and certificates. Cash funds exempt sources
consist primarily of indirect cost recoveries and transfers of funds from various cash- and federally-
funded line items. Federal funds reflected in this section are from a variety of sources.
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GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-248 $0 $0 ($318,635) $0 ($318,635) 0.0
SB 03-258 20,154,246 2,233,230 1,997,714 7,207,107 31,592,297 105.3
SB 03-273 (348,331) (29,872) (42,025) (318,030) (738,258) 0.0
HB 03-1114 0 327,467 0 0 327,467 0.0
HB 03-1316 (2,087) (93) (314) (1,252) (3,746) 0.0
HB 04-1318 7,778 (4,602) (20,098) 8,589 (8,333) 0.0
TOTAL $19,811,606 $2,526,130 $1,616,642 $6,896,414 $30,850,792 105.3
FY 2004-05 Appropriation:
HB 04-1104 $0 $16,283 $0 $0 $16,283 0.0
HB 04-1360 0 0 78,228 0 78,228 0.0
HB 04-1362 0 0 150,000 0 150,000 0.0
HB 04-1422 21,017,070 2,583,794 2,361,644 7,401,712 33,364,220 110.0
TOTAL $21,017,070 $2,600,077 $2,589,872 $7,401,712 $33,608,731 110.0
I ncrease/(Decr ease) $1,205,464 $73,947 $973,230 $505,298 $2,757,939 4.7
Percentage Change 6.1% 2.9% 60.2% 7.3% 8.9% 4.5%
FTE Detail FY 2003-04 FY 2004-05

Commissioner / General Management 33.0 33.0

Educator Licensure and Certification 17.0 17.0

Library Programs 13.7 13.7

Academic Standards and Student Assessments 12.3 17.0

Public School Finance/ School District Audits 10.0 10.0

Budget / Accounting / Purchasing 10.0 10.0

Information Technology 9.3 9.3

105.3 110.0

FTE Changes. The appropriation includes an increase of 4.7 FTE associated with the federal grant
for state assessments and related activities.
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General Fund Changes. The appropriation reflects a net increase in General Fund, including the
following significant increases:

. a$1,318,000 increase in the Genera Fund share of Colorado Student Assessment Program
costs as a portion of the federal funds that are being used to support the ongoing
administration of existing assessmentswill need to be used to begin developing 3rd- and 4th-
grade math assessments to comply with federal requirements,

. a $228,000 increase in the General Fund share of administrative costs (primarily related to
workers compensation costs);

. a $180,000 increase due to the reversal of a one-time fund source change for the unit
responsible for tracking individual student identifiers; and

. a$161,000 increase for salary survey and performance-based pay awardsto be distributed in
FY 2004-05.

The above General Fund increases are partially offset by a $762,000 decrease based on a change in
fund sources for 9.0 FTE in the school finance unit. These FTE will be supported by a cash funds
exempt transfer of state funds appropriated for the state share of districts total program funding
rather than with direct General Fund.

Cash Funds Changes. The cash funds appropriation includes a $29,000 increase for salary survey
and performance-based pay awards to be distributed in FY 2004-05, as well as $16,000 from the
Educator Licensure Cash Fund pursuant to H.B. 04-1104. The remainder of the increase in cash
funds appropriation reflects an increase in the cash funds share of various administrative costs
(primarily workers' compensation and capitol complex leased space).

Cash Funds Exempt Changes. The appropriation reflectsa$762,000 increase in cash funds exempt
based on the change in funding sources for 9.0 FTE in the school finance unit, as well as a $17,000
increase for salary survey and performance-based pay awardsto be distributed in FY 2004-05. The
appropriation also includes $189,000 from gifts, grants, and donations pursuant to H.B. 04-1360 and
H.B. 04-1362, $39,000 from the State Education Fund pursuant to H.B. 04-1360, and anet increase
in the cash funds exempt share of various administrative costs.

Federal Funds Changes. The increase in federal funds includes $316,000 for salary survey and

performance-based pay awards to be distributed in FY 2004-05, and a $189,000 increase in the
federal funds share of various administrative costs.
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Assistance to Public Schools

This section includes all funding that is distributed to public schools or is used to directly support
public schools (e.g., federally-funded Department staff that provide technical assistance to districts
concerning special education programs). Thissectioniscomprised of the following four subsections:

. Public School Finance - funding for the state share of districts total program funding required
under the School Finance Act (local funding is not reflected in appropriations to the
Department);

. Categorical Programs - funding for all programs defined as " categorical programs' pursuant
to Section 17 of Article IX of the Colorado Constitution;

. Grant Programs and Other Distributions - other funding that is distributed to public schools
or is used to directly support public schools; and

. Appropriated Sponsored Programs - federal funds and transfers from other departments that
support avariety of programs.

GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

SB 03-19 $0 $0 ($50,298) $0 ($50,298) 0.0
SB 03-248 (27,340,825) 0 (995,839) 0 (28,336,664) 0.0
SB 03-258 2,417,024,090 12,622,285 450,220,846 373,781,155 3,253,648,376  154.3
SB 03-282 0 0 (15,025,518) 0 (15,025,518) 0.0
HB 04-1318 0 0 22,342,837 0 22,342,837 0.0
HB 04-1331 0 0 4,942 0 4,942 0.0
TOTAL $2,389,683,265 $12,622,285  $456,496,970  $373,781,155 $3,232,583,675  154.3

FY 2004-05 Appropriation:

HB 04-1202 $0 $0 $10,000 $0 $10,000 0.0
HB 04-1397 (16,091,207) 0 (1,965,037) 0  (18,056,244) 0.0
HB 04-1421* 0 0 0 0 0 0.0
HB 04-1422 2,525,785,118 12,075,000 451,731,271 405,707,410  3,395,298,799  163.7
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GF CF CFE FF Total FTE
HB 04-1464 0 0 0 0 0 1.0
TOTAL $2,509,693,911 $12,075,000  $449,776,234  $405,707,410 $3,377,252,555  164.7
I ncr ease/(Decr ease) $120,010,646 ($547,285) ($6,720,736) $31,926,255  $144,668,880 104
Percentage Change 5.0% -4.3% -1.5% 8.5% 4.5% 6.7%

* House Bill 04-1421 reducesthe FY 2004-05 appropriation of tobacco settlement fundsto the Read-to-Achieve Cash
Fund by $12,728,215, and reduces the associated spending authority out of the Read-to-Achieve Cash Fund for the
Read-to-Achieve Grant Program by the same amount. However, the Governor vetoed the provisions making these

reductions to Long Bill appropriations.

FTE Detail FY 2003-04 FY 2004-05
Categorical Programs 54.6 58.9
Grant Programs and Other Distributions 24 12.2
Appropriated Sponsored Programs 97.3 93.6
154.3 164.7

Public School Finance

This section consists of appropriations for the state share of funding required under the School
Finance Act of 1994, asamended. The local share of funding (38.2 percent of the amount required
for FY 2004-05 or $1.7 billion), is not reflected in appropriations to the Department. For FY 2004-
05, 86.7 percent of the state share is funded from the General Fund. Cash funds appropriations
reflect anticipated rental income earned on public school lands. Cash funds exempt appropriations
consist of moneysinthe State Education Fund, federal mineral lease revenues, interest earned onthe
Public School Fund, spending from reservesin the State Public School Fund, and school district audit
recoveries. For further information concerning the State Education Fund, including atable providing

ahistory of appropriations from the Fund, see Appendix D.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
TOTAL $2,247,917,791 $12,047,285  $367,108,976 $0 $2,627,074,052 0.0
FY 2004-05 Appropriation:
TOTAL $2,367,928,437 $11,500,000  $353,031,707 $0 $2,732,460,144 0.0
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GF CF CFE FF Total FTE
I ncr ease/(Decr ease) $120,010,646 ($547,285)  ($14,077,269) $0  $105,386,092 0.0
Percentage Change 5.3% -4.5% -3.8% 0.0% 4.0%  0.0%

The appropriation providesfor atotal increasein funding for schools pursuant to the School Finance
Act of 1994, as amended, of $121.6 million (2.8 percent) based on the following:

. a 0.7 percent projected increase in student enrollment ($31.8 million); and

. a2.1 percent increasein the statewide base per pupil funding amount, based on the actual 1.1
percent inflation rate for the Denver-Boulder areafor calendar year 2003 plus an additional
one percent as required by Section 17 of Article IX of the Colorado Congtitution ($89.8

million).

The following table details the data and figures related to overall school finance funding.

FY 03-04 Amended

FY 04-05

Sate Share as % of Districts' Total Program

61.1%

61.8%

School Finance: Total Program Appropriation Appropriation Change
Funded Pupil Count 723,230.0 728,575.3 5,345.3
Annual Percent Change 0.8% 0.7%
Statewide Base Per Pupil Funding $4,570.31 $4,666.29 $95.98
Annual Percent Change 2.9% 2.1%
Statewide Average Per Pupil Funding $5,943.16 $6,066.50 $123.34
Annual Percent Change 2.5% 2.1%
Total Program Funding $4,298,271,399 $4,419,898,658 $121,627,259
Annual Percent Change 3.4% 2.8%
Local Share of Districts Total Program Funding
(excluding amounts related to BIAS) $1,671,197,347 $1,687,438,514 $16,241,167
Annual Percent Change -0.2% 1.0%
State Share of Districts Total Program Funding
(including amount related to BIAS) $2,627,074,052 $2,732,460,144 $105,386,092
Annual Percent Change 5.8% 4.0%

Although current law requirestotal funding to increase by 2.8 percent in FY 2004-05, it isanticipated
that local property and specific ownership tax revenues (which are not reflected in the Long Bill) will
increase by only 1.0 percent ($16.2 million). The appropriation thus reflects a 4.0 percent ($105.4
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million) increase in state share of funding for districts total program funding to provide the tota
required increase of $121.6 million. Theappropriation of statefundsincludes$2.3 millionto partialy
offset the $4.7 millioninlocal property tax revenuesthat are estimated to be foregonein FY 2004-05
due to locally-negotiated business incentive agreements.

Of the total $105,386,000 increase in state funding, the appropriation reflects the following fund
source changes:

. an increase of $120,011,000 million General Fund (5.3 percent);
. a decrease of $547,000 cash funds based on projected state trust lands rental income;
. a decrease of $8,016,000 cash funds exempt from the State Education Fund; and

. areduction of $6,061,000 cash funds exempt from the State Public School Fund based on
projected federal mineral lease revenues and interest earnings on the Public School Fund.

Categorical Programs

Thissection includes appropriationsfor al "categorical programs’, aterm traditionally used to refer
to programs designed to serve particular groups of students (e.g., students with limited proficiency
inEnglish) or particular student needs (e.g., transportation). Section 17 of Articlel X of the Colorado
Congtitutionrequiresthe General Assembly toincreasetotal statefundingfor all categorical programs
annually by at least the rate of inflation plus one percent for FY 2001-02 through FY 2010-11, and
by at least inflation for subsequent fiscal years.

Categorical programs are funded primarily with General Fund and various sources of federal funds.
Cash funds exempt sourcesinclude moneysinthe State Education Fund, fundstransferred from other
departments, local funds, and spending from reserves in the Colorado Comprehensive Health
Education Fund.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
TOTAL $141,765,474 $0 $21,212,584 $110,534,882 $273,512,940 54.6
FY 2004-05 Appropriation:
TOTAL $141,765,474 $0 $24,516,827 $131,439,569 $297,721,870 58.9
Increase/(Decr ease) $0 $0 $3,304,243 $20,904,687 $24,208,930 4.3
Percentage Change 0.0% n/a 15.6% 18.9% 8.9% 7.9%
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FTE Detail FY 2003-04 FY 2004-05
Special Education for Children with Disabilities 45.3 49.1
Federal Special Education Grant for Infants, Toddlers, and Their 5.6 5.6
Families
English Language Proficiency Programs 3.7 4.2
54.6 58.9

FTE Changes: The appropriation reflectsanincreasein federally-funded staff, including 3.8 FTE for
special education programsfor childrenwith disabilitiesand 0.5 FTE for Englishlanguage proficiency

programs.

Cash Funds Exempt Changes: The net increase in cash funds exempt reflects a$3.4 million increase
inappropriationsfromthe State Education Fund for the purpose of providing the 2.1 percent increase
required by Section 17 of Article IX of the Colorado Constitution. This increase is offset by a
$105,000 decrease in anticipated transfers from the Department of Human Services. The following
table details the allocation of the required inflationary increase for FY 2004-05, by program area.

Required Increase in State Funding for Categorical Programsfor FY 2004-05

Long Bill Line Item

FY 2003-04
Appropriation
of State Funds

Allocation of

Required

FY 2004-05 Increase
in State Funds

FY 2004-05
Appropriation
of State Funds

Specia education - children with disabilities $84,172,756 | $2,496,961 3.0% $86,669,717
English Language Proficiency Program 3,658,392 108,238 3.0% 3,766,630
Public school transportation 40,967,748 450,645 1.1% 41,418,393
Colorado Vocational Act distributions 19,742,390 217,166 1.1% 19,959,556
Specia education - gifted and talented children 6,190,647 68,097 1.1% 6,258,744
Expelled and at-risk student services grant

program 6,216,786 68,385 1.1% 6,285,171
Small attendance center aid 808,089 0 0.0% 808,089
Comprehensive health education 600,000 0 0.0% 600,000
Total $162,356,808 | $3,409,492 2.1% $165,766,300
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Federal Funds Changes. The appropriation reflects a $21,225,000 increase in federal funds
anticipated to be available for special education programsfor childrenwith disabilities. Thisincrease
is partialy offset by $320,000 decrease in federal funds anticipated to be available for English
language proficiency programs.

Grant Programs and Other Distributions

This section includes funding for a variety of state-funded programs. A portion of the cash funds
exempt appropriations are duplicative, smply providing the Department with the authority to spend
moneysthat are appropriated to variouscash funds. For example, for FY 2004-05, $2.5 million from
the State Education Fund is appropriated to the School Construction and Renovation Fund, and a
$2.5 million cash funds exempt appropriation is also provided to authorize the Department to spend
moneys in the School Construction and Renovation Fund to provide matching grants for eligible
projects. Other cash fundsexempt sourcesincludethe State Education Fund, the Tobacco Litigation
Settlement Cash Fund, federal M edicaid funds appropriated to the Department of Health Care Policy
and Financing that are used to reimburse participating school districts for hedth care services
provided to Medicaid-eligible students, and reserves in the State Public School Fund.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
TOTAL $0 $0 $64,510,003 $9,001,783 $73,511,786 24
FY 2004-05 Appropriation:
TOTAL $0 $0 $68,839,671 $9,650,058 $78,489,729 12.2
I ncr ease/(Decr ease) $0 $0 $4,329,668 $648,275 $4,977,943 9.8
Percentage Change n/a n/a 6.7% 0.0% 6.8% 408.3%
FTE Detail FY 2003-04 FY 2004-05
Federal Reading First Program 0.0 8.8
School Construction Programs 1.0 20
Public School Health Services 14 14
24 12.2

FTE Changes. The appropriation includes an increase of 8.8 FTE to reflect staff that are currently
funded with a portion of the federal Title 1 Reading First grant to assist school districts in meeting
federa requirements related to "adequate yearly progress’. The appropriation also includes an
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increase of 1.0 FTE to enhance the Department's ability to administer capital construction programs
and to provide related technical consultation and administrative services to school districts.

Cash Funds Exempt Changes. The appropriation reflects a net increase in cash funds exempt,
including the following significant changes:

. anincrease of $10,734,000 for the Read-to-Achieve Program, consisting of $4,817,000inthe
appropriation of tobacco settlement fundsto the Read-to-Achieve Cash Fund and $5,917,000
in the appropriation providing spending authority out of the Read-to-Achieve Cash Fund;

. a $2,500,000 reduction in the amount appropriated from the State Education Fund to the
School Capital Construction Expenditures Reserve, and a decrease of $2,500,000 in the
appropriation providing spending authority out of the School Capital Construction
Expenditures Reserve,

. a $2,500,000 reduction in the amount appropriated from the State Education Fund to the
School Constructionand Renovation Fund, and adecrease of $2,500,000 inthe appropriation
providing spending authority out of the School Construction and Renovation Fund;

. an increase of $3,586,000 to reflect the amount potentially available to the State Board of
Education if school districts reimburse the State for amounts awarded from the Contingency
Reserve in previous fiscal years; and

. an increase of $10,000 from the State Education Fund pursuant to H.B. 04-1202.

Federal Funds Changes. Theincrease infederal fundsreflects an anticipated increasein the federal
Title 1 Reading First grant.

Appropriated Sponsored Programs

This section reflects the majority of federal funds available to the Department and the associated
federally-funded department staff. This section also provides cash funds spending authority for the
Department to receive feesrelated to conferences, as well as cash funds exempt spending authority
for the Department to receive transfers from other state agencies. Over 90 percent of the funds
reflected in this section are distributed directly to local school districts, with the balance utilized by
the Department to provide technical assistance to school districts and to cover department
administrative costs.

The most significant sources of federal funds currently reflected in this section include:
. Title | of the Elementary and Secondary Education Act -- funding to improve education for

childrenat risk of school failure, including those who liveinlow income communities, migrant
children, and those who are neglected and delinquent;
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. U.S. Department of Agriculture Food and Nutrition Service -- funding for the National
School Lunch Program, which provides for reduced-cost or free lunches to students; and

. Title 11 Teacher and Principal Training and Recruiting Funds -- funding for a variety of
activities designed to improve teacher/principa quality.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
TOTAL $0 $575,000 $3,665,407  $254,244,490  $258,484,897 97.3
FY 2004-05 Appropriation:
TOTAL $0 $575,000 $3,388,029  $264,617,783  $268,580,812 93.6
I ncr ease/(Decr ease) $0 $0 ($277,378) $10,373,293 $10,095,915 3.7
Percentage Change n/a 0.0% -7.6% 4.1% 39% -3.8%
FTE Detail FY 2003-04 FY 2004-05

Library Services and Technology Act 20.1 19.2

Programs for Low-Income, Migratory, Neglected, and Delingquent

Children - Title 1 20.4 18.3

Improving Teacher Quality 6.7 9.5

U.S.D.A. Food and Nutrition Services 85 8.7

Improving Americas Schools Act - TitleV 10.3 8.5

Adult Education - Workforce Investment Act 7.6 7.5

Early Childhood / Child Care/ After-School Programs 4.9 4.8

Charter Schools 31 3.0

Other 15.7 14.1

97.3 93.6

FTE Changes. The appropriation reflects a net decrease of 3.0 federally-funded FTE based on
anticipated changes in federa grants, as well as a 0.7 decrease in FTE supported by cash funds
exempt sources.

PART Il -78- EDUCATION



Cash Funds Exempt Changes: The reduction in the cash funds exempt appropriation reflects a net
decrease in anticipated donations, grants, and transfers from other state agencies for a variety of
programs.

Federal FundsChanges. Theincreaseinfedera fundsreflectsanet increaseinthe amount of federal
funds the Department anticipates receiving for a variety of programs, including the following
significant changes in funding for programs reflected in this section of the Long Bill:

. an increase of $7.5 million in federa Title 1 funding;

. an increase of $2.7 million for U.S.D.A. food and nutrition service programs,
. an increase of $1.5 million for adult education; and

. the elimination of $1.3 million for an advanced placement incentive program.

Library Programs

Thissectioncontainsappropriationsfor al library-related programs, with theexception of department
staff, who have historically been funded through two other lineitems. Specificaly, library program
staff supported by state funds (13.7 FTE) areincluded in the consolidated General Department and
Program Administration line item in the Management and Administration section; library program
staff supported by federal funds (19.2 FTE) are included in the Appropriated Sponsored Programs
line item in the Assistance to Public Schools section. Library programs reflected in this section are
primarily supported by General Fund. Cash funds exempt sources include transfers from the
Colorado Disabled Telephone UsersFund to support privately operated reading servicesfor theblind,
as well as grants and donations. In addition, FY 2003-04 appropriations included a cash funds
exempt appropriation from the Read-to-Achieve Cash Fund.

GF CF CFE FF Total FTE*
FY 2003-04 Appropriation:
SB 03-258 $359,796 $0 $113,800 $0 $473,596 0.0
SB 03-282 0 0 600,000 0 600,000 0.0

TOTAL $359,796 $0 $713,800 $0 $1,073,596 0.0

FY 2004-05 Appropriation:

HB 04-1422 $959,796 $0 $113,800 $0 $1,073,596 0.0
TOTAL $959,796 $0 $113,800 $0 $1,073,596 0.0
I ncr ease/(Decr ease) $600,000 $0 ($600,000) $0 $0 0.0
Percentage Change 166.8% n/a -84.1% n/a 0.0% n/a
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General Fund Changes: The appropriation reflects a General Fund increase to support regional
library service systems,

Cash Funds Exempt Changes. The reduction in cash funds exempt appropriations reflects the
elimination of one-time funding that was provided for regional library services systemsfor FY 2003-
04, pursuant to S.B. 03-282.

School for the Deaf and the Blind

This section contains appropriations for the operation of the Colorado School for the Deaf and the
Blind (CSDB), which islocated in Colorado Springs. The CSDB provides educational services for
childrenthroughout the statewho are hearingimpaired, deaf, visually impaired, or blind. InFY 2002-
03, the CSDB had a total enroliment of 457 children, including 225 infants and toddlers and 232
students (ages 3 to 21) who received services on-campus. The on-campus enrollment included 122
residential students (who return home on weekends and for the Summer) and 110 students who only
attended classes during the day. The magjority of children who receive services through the CSDB
(81.8 percent in FY 2002-03) are deaf or hearing impaired.

The primary source of funding for the CSDB is General Fund. However, for each student eligible
for funding under the School Finance Act (an estimated 200 students for FY 2004-05)*, the CSDB
receivesfunding from each student's“home” school district. Theamount the CSDB receivesfor each
eligible pupil is equal to the statewide per pupil operating revenue (which excludes capital and
insurancereserveallocations), estimated at $5,798 per pupil for FY 2004-05. The Department effects
suchtransfersby withholding funds appropriated for the state share of districts’ total programfunding
that would otherwise be paid to the home school district. This source of funding is reflected in the
Long Bill as a cash funds exempt transfer from the State Share of Districts Total Program Funding
line item. In addition, the appropriation includes other cash funds exempt transfers from the
Assistance to Public Schools section of the Long Bill, including state and federal funding for special
education services, federal Medicaid funds, federal child nutrition funds, and various federal grants.
Cash funds appropriations consist of fees paid by individuals for workshops and conferences and
housing reimbursements.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $7,815,768 $85,000 $2,507,196 $0 $10,407,964  160.1
TOTAL $7,815,768 $85,000 $2,507,196 $0 $10,407,964  160.1

! CSDB studentswho arenot digiblefor funding under the School FinanceAct include preschool students
and students ages 18 through 21 who participate in a transition program.
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GF CF CFE FF Total FTE
FY 2004-05 Appropriation:
HB 04-1422 $7,909,605 $85,000 $2,812,690 $0 $10,807,295  160.1
TOTAL $7,909,605 $85,000 $2,812,690 $0 $10,807,295  160.1
I ncr ease/(Decr ease) $93,837 $0 $305,494 $0 $399,331 0.0
Percentage Change 1.2% 0.0% 12.2% n/a 38%  0.0%
FTE Detail FY 2003-04 FY 2004-05
Teachers / Special Education Technicians/ Teacher Aides 78.8 78.8
Facility Maintenance / Other Operational Support Staff 311 311
Superintendent / Accountants / Administrative 24.9 24.9
Counselors/ Nurses / Other Specialists 16.2 16.2
Staff Funded with Grants and Federal Funds 9.1 9.1
160.1 160.1

General Fund Changes. Thenet increasein General Fundincludesanincrease of $206,000 for salary
survey increases awarded in FY 2003-04 to employees whose salaries are tied to those of the local
school district. Thisincrease is partialy offset by a reduction of $99,000 due to an increase in the
amount of funding anticipated to be available from districts total program funding, and a $15,000
(0.2 percent) base reduction.

Cash Funds Exempt Changes. Theincreasein cashfundsexempt includes$205,000infederal grants

anticipated to be availableto the School plus a$99,000 increasein amountsanticipated to bereceived
from districts total program funding.

Recent L egisation

2003 Session Bills

S.B. 03-19: Adjuststhe method of funding costsincurred by the State Auditor's Office in reviewing
tobacco settlement programs. Withregard to the Department of Education, reducesthe FY 2003-04
appropriation of tobacco settlement funds to the Read-to-Achieve Cash Fund by $25,149, and
reduces the associated spending authority out of the Read-to-Achieve Cash Fund by the same
amount. For more information, refer to the bill description in the Department of Public Health and
Environment.
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S.B. 03-53: Egtablishes, by a Type 1 transfer, a seven-member Board of Trustees (the Board) for
the Colorado School for the Deaf and the Blind (CSDB) which shall have complete jurisdiction over
the management of the CSDB. Authorizes the Board to grant charters to schools serving deaf or
blind children. Authorizesthe CSDB to provide additional educational servicesonalocal or regional
basis. Creates the Colorado School for the Deaf and the Blind Trust Fund, which shall consist of
gifts, grants, and donations. Authorizes the Board to expend moneysin the Trust Fund.

S.B. 03-183: Modifiesor repealssevera education-related programsinorder to reduce expenditures
in FY 2002-03 and future fiscal years, including: funding for the purchase of new textbooks, the
Teacher Pay Incentive Program, the Summer School Grant Program, the federal School Breakfast
Program, the Facility Summer School Grant Program, the Colorado Preschool Program, additional
funding for certain school districts with increasing enrollments, and the School |mprovement Grant
Program. Eliminates and amends several FY 2002-03 appropriations. Transfers moneys from the
Summer School Grant Program Fund, the Facility Summer School Grant Program Fund, and the
Science and Technology Education Fund back to the State Education Fund.

Requires that any moneys received by school districts in FY 2001-02 for charter school capital
construction that are not expended by January 31, 2003, revert to the State Education Fund.
Requires that any moneys anticipated to be received in FY 2002-03 for charter school capital
construction that are not expended, encumbered, or obligated as of January 31, 2003, remain in the
State Education Fund. Reduces FY 2002-03 appropriations from the State Education Fund for
school district capital construction by $4,399,940 based on a higher than anticipated amount of
lottery proceeds being available for district capital construction.

S.B. 03-190: Transfers a total of $39.5 million of payments the State receives pursuant to the
Tobacco Settlement Agreement into the General Fund for FY 2002-03. With regard to the
Department of Education, reducesthe FY 2002-03 appropriation of tobacco settlement fundsto the
Read-to-Achieve Cash Fund by $2,816,562 and reduces the associated spending authority out of the
Read-to-Achieve Cash Fund by the same amount. For more information, refer to the bill description
in the Department of Public Health and Environment.

S.B. 03-191: For purposesof augmenting General Fund revenuesfor FY 2002-03, requiresthe State
Treasurer to transfer atota of $203,592,024 from various cash funds to the General Fund. Also
requires the State Treasurer to transfer $10.0 million from the General Fund to the Magjor Medical
Insurance Fund on July 1, 2003. Transfers from cash funds administered by the Department of
Education are detailed in the table below.

Name of Fund Description of Transfer Authorized by S.B. 03-191 Amount

Department of Education:

Educator Licensure Cash Transfer the portion of the Fund balance that exceeds the
Fund target fee reserve balance of $330,091. $143,535
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Name of Fund Description of Transfer Authorized by S.B. 03-191 Amount

Read-to-Achieve Cash Fund Transfer remainder of original General Fund appropriation
to the Fund ($14,861) plus interest earnings on the Fund

balance ($1,425,760). 1,440,621
State Grants to Publicly- Transfer the balance of the Fund, consisting of amounts
Supported Libraries Fund reverted in previous years and any interest earnings. 12,875

Teacher Development Fund Transfer the balance of the Fund, consisting of $228,775
reverted in previous years and approximately $158,385 in
interest earnings. 387,160

Total: Education $1,984,191

For a complete list of transfers authorized by the act, see the table beginning on page 93 of the FY
2003-04 Appropriations Report.

S.B. 03-195: Eliminates the statutory provision requiring the General Assembly to increase the
General Fund appropriation for the state share of districts total program funding by at least 7.39
percent above the FY 2001-02 appropriation. Adjusts the FY 2002-03 appropriation for the State
Share of Districts Total Program Funding by reducing the General Fund appropriation by
$45,593,242, and increasing the State Education Fund appropriation by the same amount.

S.B. 03-197: Reduces personal services by $1,018,001 Genera Fund, which represents anticipated
June payroll (FY 2002-03) to be delayed until July (FY 2003-04). For more information, see page
364 of the FY 2003-04 Appropriations Report.

S.B. 03-201: Supplemental appropriation to the Department of Education to modify FY 2002-03
appropriations included in the FY 2002-03 Long Bill and in H.B. 02-1349.

S.B. 03-248 (annual " school finance act"): Amends the Public School Finance Act of 1994, as
amended, to provide funding for school districts for FY 2003-04, making the following changes
(effective beginning in FY 2003-04 unless indicated otherwise):

. Increases the statewide base per pupil funding from $4,441.51 to $4,570.31 (2.9 percent);

. | ncreases the minimum per-pupil funding from $5,435 to $5,511 (an increase of 1.4 percent
rather than 2.9 percent as statutorily required in the absence of this change);

. Reduces the size factor for al districts by 0.0045 while maintaining the "L-curve';
. Modifiesthe definition of "at-risk pupils’ to include only those pupils eligible for free lunch,

eliminates the definition of "at-risk funded pupil count”, and eliminates the authority of
districts to average at-risk pupil count for up to three years;
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. For FY 2003-04 and FY 2004-05 only, reducesthe number of available Colorado Preschool
Program dots from 11,050 to 9,050;

. Reduces the number of Preschool Program slots to be used for full-day kindergarten
programs from 1,500 to 1,000;
. Eliminates preschool pupils funded through the Colorado Preschool Program from the

definition of "pupil enroliment™, thus removing such pupils for purposes of averaging pupil
enrollment over a 2-, 3-, or 4-year period,

. Repedls the Full-day Kindergarten Pilot Program, effective July 1, 2003;

. Specifiesthat school districts may receive per pupil funding for FY 2002-03 only (eliminating
the authority for subsequent fiscal years) for up to astatewide total of 135 students enrolled
in on-line programs for whom districts would otherwise not receive funding; and

. Eliminates a school district's authority to enter into new business incentive agreements with
ataxpayer who either establishes a new businessfacility in the district or expands an existing
facility, and eliminates the state replacement of school district revenues lost due to business
incentive agreements entered into after the effective date of the Act.

Reduces the FY 2003-04 appropriation for the state share of districts total program funding by
$28,885,022 (including $27,130,825 General Fund and $1,754,197 State Education Fund) based on
the above changes.

Adjuststhe FY 2002-03 Long Bill appropriationfor the state share of districts total programfunding,
reducing the General Fund appropriation by $3.0 million and increasing State Education Fund
appropriation by $3.0 million. Appropriates $3.0 million General Fund to the Contingency Reserve
(within the State Public School Fund), and adds a footnote specifying that the amount is to be used
to provide supplemental assistance to the Denver school district for the purpose of mitigating the
property tax revenue loss attributable to the United Airlines bankruptcy.

Makes a number of changes to various education-related statutory provisions, as well as associated
changes to FY 2003-04 appropriations, including the following:

. School district accreditation requirements,

. Appropriations of interest earned on the Public School Fund;

. Funding for the biennial cost of living analysis conducted by Legidlative Council staff;

. Appropriations to the School Capital Construction Expenditures Reserve and the School
Construction and Renovation Fund;

. Administration of and funding for charter school capital construction;

. Grants to boards of cooperative services;
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. Funding for the National Credentials Fee Assistance Program;
. Funding for the Academic Growth Pilot Program; and
. Delivery and printing of school accountability reports.

For a description of the above changes, see page 95 of the FY 2003-04 Appropriations Report.

S.B. 03-258: General appropriations act for FY 2003-04. Also includes supplemental adjustments
to the FY 2002-03 Long Bill appropriation to the Department of Education as amended by S.B. 03-
183, S.B. 03-195, S.B. 03-197, and S.B. 03-201.

S.B. 03-273: Eliminates the salary survey appropriation for FY 2003-04. For more information,
refer to the bill description in the Department of Personnel and Administration.

S.B. 03-282: Reduces FY 2002-03 and FY 2003-04 appropriations for various programs funded
withtobacco settlement funds, and appropriatestobacco settlement fundsfor six additional programs
for FY 2003-04. Transfersfundsfromthe Tobacco Litigation Settlement Cash Fund into the General
Fund for FY 2002-03. With regard to the Department of Education, reduces the FY 2003-04
appropriation of tobacco settlement funds to the Read-to-Achieve Cash Fund by $6,962,759, and
reduces the associated spending authority out of the Read-to-Achieve Cash Fund for the Read-to-
Achieve Grant Program by $8,062,759. Appropriates $600,000 from the Read-to-Achieve Cash
Fund for regional library service systems for FY 2003-04. Also appropriates $500,000 from the
Read-to-Achieve Cash Fund to the Department of Public Safety for the Juvenile Diversion Program
for FY 2003-04. For more information, refer to the bill description in the Department of Public
Health and Environment.

H.B. 03-1021: Makes both technical and substantive changes to the "Charter School Facilities
Financing Act". For more information, see page 99 of the FY 2003-04 Appropriations Report.

H.B. 03-1032: Requires a school district's superintendent and chief financial officer to inform the
school district's board of education of each loan requested through the state interest-free loan
program and the amount of the loan. Requires the district's board to approve the school district's
application to participate in the loan program.

H.B. 03-1114: Makes modifications to the lists of circumstances under which the Department is
either required or permitted to deny, annul, suspend, or revoke an educator license, authorization,
or endorsement. Permitsthe Department to grant anew type of authorization for aperson employed
as a teacher in a teacher-in-residence program. Allows the Department to require an educator to
submit fingerprints under certain circumstances. Permits the Department to use the ICON system at
the state Judicial Department, the Federal Bureau of Investigation, and other available sourceswhen
investigating the criminal history of educators. Directsthe court to notify the Department if aperson
who holds ateacher license, or who isacurrent or former employee of aschool district or acharter
school, is convicted of afelony or is convicted of incest and the victim is younger than 18 years of
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age, and requires the Department to notify a school district of a person's conviction for a felony or
a certain misdemeanor. Appropriates $327,467 from the Educator Licensure Cash Fund to the
Department of Education for FY 2003-04, including $91,667 for the Department's related
administrative costs and $235,800 for the purchase of fingerprint background checks from the
Department of Public Safety. Provides $235,800 cash funds exempt spending authority to the
Department of Public Safety.

H.B. 03-1160: Establishes the Colorado Opportunity Contract Pilot Program, which specifies
procedures for a school district to provide financial assistance for certain children to attend a
participating nonpublic school under the terms of an opportunity contract between the child's parent
and the school district. Permits any school district to voluntarily participate in the Program, but
requiresaschool district that had eight or more schoolsthat received an academic performancerating
of "low" or "unsatisfactory" in the 2001-02 school year to participate in the Program. Specifiesthe
criteriato be met by anonpublic school to qualify as a participating nonpublic school in the Program.

This act, as amended by H.B. 03-1369, specifies eligibility criteria for a child to participate in the
Program and caps the number of children participating in the pilot program. Permits the school
district to count an eligible child attending a participating nonpublic school inits pupil enrollment for
purposes of the "Public School Finance Act of 1994". Requires the district to pay the parent of an
eligible child enrolled in the Program the lesser of: (a) the participating nonpublic school's actual
educational cost per pupil; or (b) apercent of thedistrict'sper pupil operating revenues, based on the
gradelevel thechildisenrolled in (37.5 percent for kindergarten, 75.0 percent for gradesonethrough
eight, or 85.0 percent for grades nine through twelve).

Requiresthe State Auditor to conduct a performance and financial audit of the Programand to report
findings on or before January 1, 2008. Requires a school district, on or before January 1, 2008, to
evaluate the academic performance of children participating in the Program and to report certain
information to the General Assembly.

H.B. 03-1316: Altersthe manner in which group benefit plans coverage is calculated for Health,
Life, and Dental appropriations. Reduces the FY 2003-04 appropriation to the Department of
Education by $3,746, including $2,087 General Fund. For more information, see page 365 of the FY
2003-04 Appropriations Report.

2004 Session Bills

S.B. 04-144: Requires the State Auditor to conduct a review of up to three school districts to
identify administrative savings that may be realized through implementation of best practices in
organization, service delivery, and non-instructional expenditures. Allows school districts to
participate in the efficiency reviews on a voluntary basis. Requires the State Auditor's Office to
submit its findings, conclusions, and recommendations to participating school districts and to
members of the Legidative Audit Committee and the Education Committees by August 31, 2005.
Authorizes the State Auditor's Office to accept gifts, grants, or donations for the purpose of
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conducting the reviews and authorizes the Office to spend up to $100,000 in donations received and
credited to the School District Pilot Efficiency Review Fund for such purpose. Repealsthe language
added by the act in the event that no donations are received.

H.B. 04-1104: Repealsand reenactsthe statutory provision for issuance of teaching authorizations,
renaming and amending criteriafor existing authorizations and creating several new authorizations.
Modifiesrequirementsrelated to aternative teacher licensure and teacher in residence programs, and
authorizes school districtsto implement alternative principal programs for persons employed under
the principal authorization. Repealsthe Educator Professional StandardsBoard, aswell asthe annual
survey of educators who are in their first and third years of employment as teachers. Directs the
Department of Education to provide information annually to the Department of Higher Education
concerning individualswho receive or hold educator licenses. For FY 2004-05, appropriates$16,283
from the Educator Licensure Cash Fund to the Department of Education for implementation of
provisionsrelated to the issuance of teaching authorizations and appropriates $7,703 of such amount
to the Department of Public Safety, Colorado Bureau of Investigation, for related fingerprint card
processing services.

H.B. 04-1202: Requires the Department of Education to assist school districts in developing and
promoting programsthat engage studentsin the process of discovery and interpretation of historical
topics. Appropriates$10,000 cash funds exempt fromthe State Education Fund for FY 2004-05 and
authorizes the Department to accept gifts, grants, and donations for such purpose.

H.B. 04-1318: Supplemental appropriation to the Department of Education to modify FY 2003-04
appropriations included in the FY 2003-04 Long Bill (as amended by S.B. 03-248).

H.B. 04-1331: Supplemental appropriation to the Department of Public Health and Environment.
With regard to the Department of Education, increases the FY 2003-04 appropriation of tobacco
settlement fundsto the Read-to-Achieve Cash Fund by $2,471, and increasesthe associated spending
authority out of the Read-to-Achieve Cash Fund for the Read-to-Achieve Grant Program by $2,471.
For more information, refer to bill description in the Department of Public Health and Environment.

H.B. 04-1360: Requiresthe State Board of Education to create and maintain a resource bank of
materials pertaining to financial literacy, and to make materias in the resource bank available to
school districts. Requiresthe Department to providetechnical assistancerelated to curriculumdesign
upon the request of a school district or a charter school. Authorizes the Department to accept and
expend any gifts, grants, or donations for purposes of implementing the act, and requires that any
such moneys be credited to the Financial Literacy Cash Fund. Authorizes the Department to spend
up to $39,114 cash funds exempt from the Financial Literacy Cash Fund in FY 2004-05. Further, in
the event that insufficient moneys are credited to the Financial Literacy Cash Fund, appropriates up
to $39,114 cash funds exempt from the State Education Fund to the Department of Education for
FY 2004-05.
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H.B. 04-1362: Allows a school district to retain exclusive authority to authorize charter schools
within the school district's boundariesif the school district meets certain specified criteria. Makesan
exception to meeting the criteria, if the total enroliment of the school district is less than 3,000
students or if the percentage of free or reduced-cost lunch students enrolled in the district's charter
schoolsis near to or exceeds the overall percentage of free or reduced-cost students enrolled in the
district asawhole.

Createsthe State Charter School Institute ("Institute") as an independent agency in the Department
of Education. Permits the Institute to authorize "institute charter schools' located within a school
district's boundaries if the school district has not retained exclusive authority to authorize charter
schools. Allows aschool district to voluntarily sharejurisdiction with the Institute. Encouragesthe
Institute to emphasize the authorization of institute charter schools that serve at-risk students.
Creates a board to oversee the operations of the Institute, and permits the Institute to hire staff and
contract for services. Authorizesthe Institute to receive gifts, grants, and donations and creates the
State Charter School Institute Fund. Specifiesthat the I nstitute does not haveto receive applications
until there is $50,000 in the Fund and does not have to review applications until there is $150,000
in the Fund.

Directs the Department to withhold a portion of the state share of equalization funding from the
school district where an institute charter school islocated and to forward the withheld amount to the
Institute. Permitsthe Department to retain up to 2.0 percent of the amount for administrative costs,
and permits the Institute to retain up to 3.0 percent of the amount for oversight and management
costs. Creates agraduated reimbursement to school districts that have retained exclusive authority
to authorize charter schoolsof thedirect costs of authorizing charter schoolsbased onthe percentage
of the district's funded pupil count that is enrolled in charter schools.

Appropriates $150,000 cash funds exempt to the Institute from the State Charter School Institute
Fund. Appropriates $5,000 cash funds exempt to the Department of Law for the provision of legal
services to the State Board.

H.B. 04-1397 (annual " school financeact"): Amendsthe Public School Finance Act of 1994, as
amended, to provide funding for school districts for FY 2004-05, making the following changes:

. Increases the statewide base per pupil funding from $4,570.31 to $4,666.29 (2.1 percent);

. Reduces the at-risk factor in the total program funding formula from 11.5 percent to 11.2
percent for three fiscal years (FY 2004-05 through FY 2006-07);

. Allows an adjustment to the cost of living factor in the total program funding formula based
on the increase in teacher income rather than on inflation; and
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. Specifies that a school district shall only count and receive funding for preschool,
kindergarten, and first-grade pupils who reach a specified age (e.g., age 5 for kindergarten)
on or before October 1 of the applicable school year. This provision becomes effective
beginning in FY 2005-06.

Reducesthe FY 2004-05 Long Bill appropriationfor the state share of districts total programfunding
by $18,056,244 (including $16,091,207 General Fund and $1,965,037 State Education Fund).

Administration of the School Finance Act. Allows the Department to transfer a portion of the
amount appropriated annually in the Long Bill for the state share of districts' total program funding
to offset the direct and indirect administrative costsincurred by the Department in implementing the
provisions of the finance act. Requires the state aid of each district to be reduced proportionately.

School District Capital Construction. Acknowledgesthat, for FY 2003-04, a tota of $3,690,377
in lottery proceeds was made available to school districts for capital expenditures to address
immediate safety hazards or health concerns within school facilities. For FY 2004-05, requiresthe
General Assembly to appropriate a total of $5.0 million from the State Education Fund for public
school capital construction, including $2.5 million to the School Construction and Renovation Fund
and $2.5 million to the School Capital Construction Expenditures Reserve. Adjuststhe FY 2004-05
Long Bill (H.B. 04-1422) appropriation to split the $5.0 million appropriated from the State
Education Fund for public school capital construction between the two funds as required by the act.

Sate Board Oversight, School District & Charter School Requirements. Allowsthe State Board to
put a school district on accreditation notice if the school district fails to comply with a written
directiveor order fromthe State Board. Precludesacharter school and the State Board fromwaiving
requirements of the School Finance Act. Allows a charter school to seek a determination from the
State Board regarding whether the school district has improperly withheld funding from the charter
school, and allowsthe Department to withhold the amount of theimproperly withheld fundsfromthe
funding due to the school district and pay it directly to the charter school.

Spoecial Education. Modifies and clarifies districts financial responsibilities for tuition costs for
children with disabilities who enroll in and attend a charter school, an on-line program, or a school
inadistrict other than the child'sdistrict of residence. Requiresthe State Board to adopt certainrules
pertaining to the education of children with disabilities.

H.B. 04-1421: Changes the allocation formula for the state's annual tobacco settlement payment,
beginning in FY 2004-05. Adjusts FY 2004-05 Long Bill appropriations accordingly. With regard
to the Department of Education, H.B. 04-1421 reduced the appropriation to the Read-to-Achieve
Cash Fund and the associated spending authority out of the Read-to-Achieve Cash Fund from
$16,592,664 to $3,864,449 (areduction of $12,728,215). However, the Governor lined throughthe
provisions making these reductions to Long Bill appropriations. House Bill 04-1421 modifies the
statutory formulafor alocating the annual payment and capsthe FY 2004-05 allocation to the Read-
to-Achieve Programat $7,500,000. It iscurrently estimated that the actual allocationto the Read-to-
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Achieve Grant Program in FY 2004-05 pursuant to this revised allocation formula will total
$3,864,449. Thus, the FY 2004-05 appropriation for the Read-to-Achieve Grant Program exceeds
the amount anticipated to be statutorily available for the Program by $12,728,215. For more
information refer to the bill description in the Department of Public Health and Environment.

H.B. 04-1422: General appropriationsact for FY 2004-05. Also includesasupplemental adjustment
to the FY 2003-04 Long Bill appropriation to the Department of Education, School for the Deaf and
the Blind.

H.B. 04-1433: Repeals the existing Academic Growth Pilot Program and school improvement
measurement. Requires the Department to choose a public or private entity to develop a model to
calculate students annual academic growth for diagnostic purposes and convene atechnical advisory
panel of expertsto review the model. Requires the State Board, on or before August 15, 2004, to
adopt astatistical model to calculate diagnostically annual academic growth. Directsthe Department
to calculate annually the amount of each student's and each school's academic growth in reading,
writing, and mathematics over the periods between the administration of the CSAP assessments.
Beginning with the 2004-05 school year, directs the Department to provide diagnostic academic
growth information for each public school and each student. Adds the academic growth of students
rating to the school accountahility reports beginning with the 2003-04 school year.

H.B. 04-1464: Amends an appropriation to the Department of Education in the FY 2004-05 Long
Bill (H.B. 04-1422), increasing the FT E authorization associated with the " State Public School Fund,
School Capital Construction Expenditures Reserve" line item from 1.0 FTE to 2.0 FTE. Addsa
corresponding footnote stating the purpose of increasing the FTE authorization and requesting that
the Department provide information to the Joint Budget Committee by November 1, 2004,
concerning any recommended statutory changesthat may enhancethe Department'sability to provide
technical consultation to school districts or to ensure the efficient administration of the School
District Capital Construction Program and the School Capital Construction Expenditures Reserve.
[ The Governor vetoed this footnote.]
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GOVERNOR - LIEUTENANT GOVERNOR - STATE PLANNING AND
BUDGETING

The Department is comprised of the Office of the Governor, the Office of the Lieutenant Governor,
the Office of State Planning and Budgeting, Economic Development Programs, and the Office of
Innovation and Technology.

Department Budget: Recent Actual Expenditures and Appropriations

FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05
Funding Sour ce Actual Actual Approp. Approp.
General Fund $19,931,831 $31,362,772 $13,380,007 $15,838,358
Cash Funds 103,908 77,086 144,950 225,779
Cash Funds Exempt 2,903,780 3,207,886 1,827,420 1,706,447
Federal Funds 15,373,858 14,810,171 18,718,117 17,527,584
Total Funds $38,313,377 $49,457,915 $34,070,494 $35,298,168
Full Time Equiv. Staff 116.1 109.4 106.9 106.9

FY 2004-05 Budget Changes

Significant changes in appropriations for FY 2004-05 compared to FY 2003-04 are highlighted
below. Appropriations for FY 2004-05:

(1 Restore funding for the Tourism Office, increasing the Colorado Promotion line item by $2.5
million General Fund;

[ Restore funding for salary survey ($91,000) and performance-based pay ($57,000); and

(1 Reduce base funding for operations of the International Trade Office by $91,000 General Fund
to reflect historical usage of operating funds and recent reductionsin FTE.

General Factors Driving the Budget

Funding for this department consists of 44.9 percent General Fund, 0.6 percent cash funds, 4.8
percent cash funds exempt, and 49.7 percent federa funds.

PART Il -91- GOVERNOR-LT. GOVERNOR



Federal Funds

Federally-funded programs comprised over 55 percent of the Office's budget in FY 2003-04, and
dightly less than 50 percent in FY 2004-05. These programs generally have no state match and
fundingisprovided at thediscretion of federal authorities. Historically, federal funding hasfluctuated
significantly and has included a wide variety of programs, ranging from job training to energy

conservation.

Summary of FY 2003-04 and FY 2004-05 Appropriations

Total Department Appropriations

GF CF CFE FF Total FTE

FY 2003-04 Total

Appropriation: $13,380,007 $144,950 $1,827,420 $18,718,117 $34,070,494 106.9

Breakdown of Total Appropriation by Administrative Section

Office of the Governor 2,887,143 75,000 228,158 17,676,983 20,867,284 35.4

Office of the Lieutenant

Governor 268,902 0 1,500 0 270,402 5.0

Office of State Planning and

Budgeting 0 0 1,287,684 0 1,287,684 195

Economic Devel opment

Programs 9,322,921 69,950 310,078 1,041,134 10,744,083 37.0

Office of Innovation and

Technology 901,041 0 0 0 901,041 10.0

Breakdown of Total Appropriation by Bill

SB 03-258 13,369,628 144,950 1,838,665 18,722,318 34,075,561 106.9

SB 03-273 (203,657) 0 (43,423) (3,971) (251,051) 0.0

HB 03-1316 (752) 0 (140) (230) (1,122) 0.0

HB 04-1319 214,788 0 32,318 0 247,106 0.0

FY 2004-05 Total

Appropriation: $15,838,358 $225,779 $1,706,447 $17,527,584 $35,298,168 106.9

Breakdown of Total Appropriation by Administrative Section

Office of the Governor 2,936,811 81,359 198,703 16,326,079 19,542,952 35.4
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GF CF CFE FF Total FTE
Office of the Lieutenant
Governor 268,468 0 1,500 0 269,968 5.0
Office of State Planning and
Budgeting 0 0 1,285,245 0 1,285,245 195
Economic Devel opment
Programs 11,733,519 144,420 220,999 1,201,505 13,300,443 37.0
Office of Innovation and
Technology 899,560 0 0 0 899,560 10.0
Breakdown of Total Appropriation by Bill
HB 04-1422 15,838,358 225,779 1,706,447 17,527,584 35,298,168 106.9
Increase/(Decr ease) $2,458,351 $80,829 ($120,973)  ($1,190,533) $1,227,674 0.0
Percentage Change 18.4% 55.8% -6.6% -6.4% 3.6% 0.0%

Detail of Appropriation by Administrative Section

Office of the Gover nor

As the chief executive of the State, the Governor is responsible for the overal operation of the
executive branch of government. This office provides for coordination, direction, and planning of
agency operations;, maintains a liaison with local governments and the federal government; and
exercises the executive powers of the State. The cash funds are from the Mansion Activity Fund.
The cash funds exempt funding is primarily fromindirect cost recoveries. Thefedera fundsrepresent
grants received, or estimated to be received, by the Governor's Office for the Office of Energy
Conservation, the Head Start Program, and other initiatives.

GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

SB 03-258 $2,876,764 $75,000 $239,403 $17,681,184 $20,872,351 354
SB 03-273 (203,657) 0 (43,423) (3,971) (251,051) 0.0
HB 03-1316 (752) 0 (240) (230) (1,122) 0.0
HB 04-1319 214,788 0 32,318 0 247,106 0.0
TOTAL $2,887,143 $75,000 $228,158 $17,676,983 $20,867,284 35.4
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GF CF CFE FF Total FTE
FY 2004-05 Appropriation:
HB 04-1422 $2,936,811 $81,359 $198,703 $16,326,079 $19,542,952 354
TOTAL $2,936,811 $81,359 $198,703 $16,326,079 $19,542,952 35.4
I ncrease/(Decr ease) $49,668 $6,359 ($29,455) ($1,350,904) ($1,324,332) 0.0
Percentage Change 1.7% 8.5% -12.9% -7.6% -6.3%  0.0%
FTE Detail FY 2003-04 FY 2004-05
Governor 1.0 1.0
Chief of Staff/Deputy Chief of Staff 20 20
Program Directors 8.5 8.5
Palicy/Program Staff 6.9 6.9
Accounting Staff 20 20
Staff Assistants/Support Staff 125 125
Domestics 25 2.5
35.4 35.4

General Fund Changes. The Genera Fund appropriation for the Office of the Governor includes
the following increases: (1) $91,000 for salary survey; (2) $57,000 for performance-based pay; (3)
$33,000 for administration, to compensate for alower amount of offsetting indirect cost recoveries,
(4) $13,000 in risk management and property fund payments; and (5) $12,000 in contributions for
Capitol Complex leased space.

General Fund increasesare partially offset by: (1) a$138,000 legal services reduction compared with
the total FY 2003-04 appropriated amount; (2) a $18,000 reduction in health, life and dental costs;,
and (3) a $4,000 reduction to implement the 0.2 percent personal services base reduction.

Cash Funds Changes: Theincreasein cashfundsisdueto atechnical adjustment to reflect the proper
classification of Division of Insurance Cash Funds used to pay for CAPCO administration.

Cash Funds Exempt Changes. The cash fundsexempt appropriationreflects: (1) a$33,000 decrease
inindirect cost recoveries; (2) a $32,000 reduction in legal services; and (3) a $4,000 reduction in
health, lifeand dental. Decreasesin cash funds exempt are partially offset by increasesof (1) $24,000
for salary survey and (2) $17,000 for performance-based pay.
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Federal Fund Changes. The decrease in reflected federal funds reflects a reduction in the amount
of federal grants the office expects to receive.

Office of the Lieutenant Gover nor

Colorado's Constitution providesfor the Lieutenant Governor to become Governor inthe case of the
death, impeachment, felony conviction, incapacitation, or resignation of the Governor. The
Lieutenant Governor servesas chairperson of the Colorado Commission of Indian Affairsand handles
additional responsibilities assigned by the Governor. The cash exempt funds are from donations.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $268,902 $0 $1,500 $0 $270,402 5.0
TOTAL $268,902 $0 $1,500 $0 $270,402 5.0
FY 2004-05 Appropriation:
HB 04-1422 $268,468 $0 $1,500 $0 $269,968 5.0
TOTAL $268,468 $0 $1,500 $0 $269,968 5.0
I ncr ease/(Decr ease) ($434) $0 $0 $0 ($434) 0.0
Percentage Change -0.2% n/a 0.0% n/a -0.2% 0.0%
FTE Detail FY 2003-04 FY 2004-05
Lieutenant Governor 1.0 1.0
Administration 17 17
Commission of Indian Affairs 2.3 2.3
5.0 5.0

General Fund Changes. The Genera Fund decrease is due to a 0.2 percent personal services base
reduction for the staff of the Lieutenant Governor and the Commission of Indian Affairs.

Office of State Planning and Budgeting

The Office of State Planning and Budgeting is responsible for the development of executive budget
requests, the review and analysis of departmental expenditures, and preparation of revenue and
economic forecasts for the State. The cash exempt funds are fromindirect cost recoveries collected
from the State Highway Fund in the Department of Transportation pursuant to Section 43-1-
113(8)(a), C.R.S.
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GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $0 $0 $1,287,684 $0 $1,287,684 195
TOTAL $0 $0 $1,287,684 $0 $1,287,684 195
FY 2004-05 Appropriation:
HB 04-1422 $0 $0 $1,285,245 $0 $1,285,245 195
TOTAL $0 $0 $1,285,245 $0 $1,285,245 195
I ncr ease/(Decr ease) $0 $0 ($2,439) $0 (%2,439) 0.0
Percentage Change n/a n/a -0.2% n/a -0.2%  0.0%
FTE Detail FY 2003-04 FY 2004-05
Director 1.0 1.0
Deputy Director 1.0 1.0
Analysts 13.0 135
Economists 25 20
Financial Manager 0.5 0.5
Support Staff 15 15
195 195

Cash Funds Exempt Changes. The cash funds exempt appropriation provides continuation funding
for the Office of State Planning and Budgeting and includes a 0.2 percent persona services base
reduction.

Economic Development Programs

The Office of Economic Development was formed in 1988 to centralize and coordinate the state's
business assistance, retention, expansion, and recruitment programs. Other activities include
international trade assistance and Colorado tourism promotion. The cashfundsarefromtheMinority
Business Cash Fund, fees, gifts, and donations. The cash exempt funds are from indirect cost
recoveriesfromfederal grants, reservesfromthe Colorado Travel and Tourism Fund, transfersfrom
the Division of Insurance Cash Fund (for the capital company incentives program), donations, and
gifts. The federal funds are grants from the Small Business Association and grants passed through
from the Department of Transportation for the Construction Development Center.
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GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $9,322,921 $69,950 $310,078  $1,041,134 $10,744,083 37.0
TOTAL $9,322,921 $69,950 $310,078  $1,041,134 $10,744,083 37.0
FY 2004-05 Appropriation:
HB 04-1422 $11,733,519  $144,420 $220,999  $1,201,505 $13,300,443 37.0
TOTAL $11,733,519  $144,420 $220,999  $1,201,505 $13,300,443 37.0
I ncrease/(Decr ease) $2,410,598 $74,470 ($89,079) $160,371 $2,556,360 0.0
Percentage Change 25.9% 106.5% -28.7% 15.4% 23.8% 0.0%
FTE Detail FY 2003-04 FY 2004-05
Administration 6.0 6.0
Business Devel opment 9.2 9.2
Grand Junction Satellite Office 1.0 1.0
Minority Business Office 20 20
Small Business Devel opment Centers 35 35
International Trade Office 6.0 6.0
Colorado Welcome Centers 3.3 3.3
Colorado Tourism Office 3.0 3.0
Economic Devel opment Commission 20 20
Certified Capital Company Program 1.0 1.0
37.0 37.0

General Fund Changes. Theincreasein General Fund is dueto: (1) an increase of $2.5 million for
Colorado Promotion (tourism promotion); and (2) an increase of $14,000 for the Administrationline
because indirect cost recoveries used to offset General Fund will be lessthan in FY 2003-04. These
General Fundincreasesarepartially offset by decreasesof: (1) $91,000 in reduced operating expenses
for the International Trade Office; and (2) atotal 0.2 personal services base reduction ($5,000) for
the Office of Economic Development.
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Cash Funds Changes: Theincrease in cash fundsis primarily due to atechnical adjustment to reflect
the proper classification of $74,000 in Division of Insurance cash funds used for Certified Capital
Company (CAPCO) administration.

Cash Funds Exempt Changes. The decrease in cash funds exempt is due to (1) a reduction of
$14,000 inindirect cost recoveries,; and (2) reclassification of $74,000 CAPCO administration costs
to cash funds.

Federal Funds Changes. The increase in federal funds is due to an anticipated increase in federal
funds received by the state's Small Business Development Centers.

Office of Innovation and Technology

The Office of Innovation and Technology was established in 1999 and is responsible for oversight of
state communications and information systems policy, including support of the Commission on
Information Management (IMC).

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $901,041 $0 $0 $0 $901,041 10.0

TOTAL $901,041 $0 $0 $0 $901,041 10.0

FY 2004-05 Appropriation:

HB 04-1422 $899,560 $0 $0 $0 $899,560 10.0
TOTAL $899,560 $0 $0 $0 $899,560 10.0
I ncr ease/(Decr ease) ($1,481) $0 $0 $0 ($1,481) 0.0
Percentage Change -0.2% n/a n/a n/a -0.2% 0.0%
FTE Detail FY 2003-04 FY 2004-05

Deputy Director 1.0 1.0

Staff Assistant 1.0 1.0

Supervising Policy & Budget Analyst 5.0 5.0

Standards & Technology Analyst 3.0 3.0

10.0 10.0
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General Fund Changes. The General Fund appropriation includes a $1,500 personal services base
reduction.

Recent L egisation

2003 Session Bills

S.B. 03-143: Transfers 3.0 FTE, but no funding, from the Motion Picture and Televison
Commission to the Tourism Office beginning in FY 2002-03. The hill resultsin no net changeto the
Department's appropriation.

S.B. 03-197: Reduces personal services by $419,749 General Fund, which represents anticipated
June payroll (FY 2002-03) to be delayed until July (FY 2003-04). For moreinformation, refer to the
bill description in the Department of Personnel and Administration.

S.B. 03-202: Modifies appropriations included in the FY 2002-03 Long Bill.

S.B. 03-258: Genera appropriations act for FY 2003-04.

S.B. 03-273: Eliminates the salary survey appropriation for FY 2003-04. For more information,
refer to the bill description in the Department of Personnel and Administration.

H.B. 03-1316: Altersthe manner in which group benefit plans coverage is calculated for Health,
Life, and Dental appropriations. For moreinformation, refer to the bill descriptionin the Department
of Personnel and Administration.

2004 Session Bills

S.B. 04-11: Enacts reforms to the Certified Capital Company (CAPCO) program based on the
October 2003 audit report. Prohibits the use of CAPCO money for taxes or lobbying and litigation
related to CAPCO regulation.

S.B. 04-106: Creates the Venture Capital Authority and gives the Authority the ability to grant tax
credits. Replacesthe Certified Capital Company program with the Venture Capital Authority asan
available tax credit as of January 31, 2004.

S.B. 04-244: Createsthe Statewide Internet Portal Authority. Authorizes the Authority to oversee
the development, management, and operations of a centralized service agency for web-based
information systems and electronic business. Authorizesfunding fromavariety of sources, including
public and private grants, as well as through services contracts with public and private entities.
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S.B. 04-247: Reformsthedefinition of a"qualified business' prospectively under the current CAPCO
program and strengthens certain ownership requirements.

S.B. 04-256: Directsthe state Treasury to liquidate securities held in the Unclaimed Property Fund.
Includes provisionsto protect the owner who discovers and reclaims unclaimed securities after their
salebythestate. Directsproceedsfromthesaleof unclaimed securitiesto tourism promotion funding
beginning in FY 2005-06.

H.B. 04-1190: Reformsthefirst pool of CAPCO investments, including provisionsregarding the use
of distributions to pay certain taxes. Specifies the use of state portions of distributions, including
increased state funding for low income housing developments.

H.B. 04-1228: Repeadls statutory language creating the Office of the Coordinator of Environmental
Problems.

H.B. 04-1319: Authorizes supplemental appropriations for the Governor - Lieutenant Governor -
State Planning and Budgeting FY 2004-05 budget.

H.B. 04-1422: General appropriations act for FY 2004-05.
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DEPARTMENT OF HEALTH CARE POLICY AND FINANCING

The Department of Health Care Policy and Financing administers the State's Medicaid medical and
mental health programs, the Colorado Indigent Care program, the Children's Basic Health Plan, the
Comprehensive Primary and Preventive Care Grant program, and the Home Care Allowance and
Adult Foster Care programs. The Medicaid and Children's Basic Health Plan programs are federal
and state partnerships and the Department receives approximately $1.5 billion in federal matching
funds for these programs. As the designated single state agency for federal Medicaid dollars, the
Department transfers approximately 14 percent of its appropriation to other state agencies
administering programs eligible for Medicaid funding (most notably, $419.0 million in FY 2004-05
to the Department of Human Services).

The Department's budget is comprised of the following sections: (1) Executive Director's Office, (2)
Medical Services Premiums, (3) Medicaid Mental Health Community Programs, (4) Indigent Care
Program, (5) Other Medical Services, and (6) Department of Human Services Medicaid-Funded
Programs.

Department Budget: Recent Actual Expenditures and Appropriations

FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05
Funding Sour ce Actual Actual Approp. Approp.
General Fund $1,081,696,172 $1,023,114,159 $1,231,171,329 $1,258,646,139
General Fund Exempt’ 206,415 254,336 28,285 0
Cash Funds 10,589,766 1,010,038 12,181,611 11,448,429
Cash Funds Exempt 171,727,704 223,819,939 236,020,640 265,281,003
Federal Funds 1,247,185,469 1,274,956,992 1,463,720,465 1,479,050,526
Total Funds $2,511,405,526 $2,523,155,464 $2,943,122,330 $3,014,426,097
Full Time Equiv. Staff 166.1 167.1 200.4 204.5

™ Pursuant to S.B. 03-196, beginning in FY 2002-03 the State changed from an accrual basis of accounting to a cash
basis of accounting for Medicaid health care services. At thetime S.B. 03-196 was enacted, it was estimated that
thebill would result in one-time savingsin FY 2002-03 of $154.0 million (including $77.0 million General Fund).
Largely as aresult of this accounting change, FY 2002-03 expenditures were only 0.4 percent higher than the FY
2001-02 expenditures.

"2p ctual expenditures shown as General Fund Exempt are expenditures that are excluded from the term "fiscal year
spending” as such term is defined in Section 20 (2) (€) of Article X of the Colorado Constitution.
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FY 2004-05 Budget Changes

Significant changes in appropriations for FY 2004-05 compared to FY 2003-04 are highlighted
below. The FY 2004-05 appropriation:

Executive Director's Office

EI

Reflects a decrease of $27.0 million to eliminate one-time supplemental funding in FY 2003-
04 associated with the settlement payments for the Kaiser and Colorado Health Plan of the
Rockies lawsuits;

Provides a net decrease of $1.4 million for various technical issues related to common
policies, annualization of prior year funding, transferring non-emergency transportation
funding to thisdivision fromthe Medical Services PremiumsDivision, and special legislation;

Medical Services Premiums

EI

Provides an increase of $135.1 million (an increase of 7.3 percent of the Medical Service
Premium line item) to fund projected caseload growth and cost-per-client increases for the
Medicaid medical program. The Medicaid program is projected to provide hedth care
services to 375,411 Medicaid clients, which is a caseload increase of 15,627 clients (4.3
percent) over FY 2003-04;

Includes anincrease of $3.0 million for aninflationary increase to the reimbursement ratesfor
Federal Qualifying Health Centers;

Provides an increase of $1.4 million for arate increase for primary care physicians,

Reflects a net increase of $1.2 million for Medicare Upper Payment Limit refinancing;

Includes the following significant reductions:

v A decrease of $46.7 million to eliminate one-time supplemental funding provided in
FY 2003-04 due to the "roll over" of FY 2002-03 expenses into FY 2003-04 when
the Medicaid payment system was shut down during the last week in June 2003;

v A decrease of $9.8 million to reflect the implementation of S.B. 03-176 (related to

Medicaid coveragefor legal immigrants) and for policy initiativesto reduce payments
for inpatient hospitals, private duty nursing, and durable medical equipment; and
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v A decrease of $4.4 million to reflect the transfer of non-emergency transportation
from the Medical Services Premiums division to the Executive Director's Office
division;

Medicaid Mental Health Community Programs

EI

Reflects $191.6 million in a new division, pursuant to the transfer of authority for Medicaid
mental health community programsauthorized by H.B. 04-1265. Appropriationsfor thisarea
were previously appropriated in the "Department of Human Services Medicaid-Funded
Programs' division, for transfer to the Department of Human Services. The appropriation
to this new division's reflects the following changes in funding for Medicaid mental health
community programs:

v An increase of $5.2 million cash funds exempt Medicaid dollars for anti-psychotic
pharmaceutical costs (shown in this section for informational purposes only);

v Anincrease $3.8 million Medicaid cash funds exempt associated with elimination of
the one-time FY 2001-02 Medicaid cost recoupment assessed in FY 2003-04;

v An increase of $1.0 million and 9.0 FTE for program administration;

v A reduction of $3.7 million Medicaid cash fundsexempt associated with discontinuing
aone-time FY 2003-04 rate enhancement for Medicaid capitation contracts,

v A reduction of $3.0 million Medicaid cash fundsexempt associated with discontinuing
FY 2002-03 Medicaid over-expenditures paid in FY 2003-04; and

v A reduction of $1.0 million M edicaid cash fundsexempt associated with discontinuing
one-time capitation rate increases provided pursuant to S.B. 03-282;

Indigent Care Program

EI

EI

Reflects a decrease of $6.2 million in payments to private hospitals participating in the
Colorado Indigent Care Program;

Reflects a net decrease of $5.6 million for the Comprehensive Primary and Preventive Care
Fund and Grant Program,;

Includes a net decrease of $2.1 million for the Children's Basic Health Plan primarily due to
a lower projected average children's caseload in FY 2004-05 than what was funded in FY
2003-04. However, the appropriation provides sufficient funding to remove the cap on the
children's caseload and to add back the adult prenatal program beginning July 1, 2004;
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EI

Reflects a decrease of $0.3 million to eliminate funding for the State-only Adult Prenatal
Care program that is no longer necessary because of the re-establishment of the Children's
Basic Health Plan Adult Prenatal Program;

Other Medical Services

EI

Providesanincrease of $0.8 million for the State Nursing Facility Service programto provide
nursing home care to legal immigrants that lost Medicaid coverage when S.B. 03-176 was
enacted,

Reflects adecrease of $10.0 millionto eliminate adouble count of appropriationsfor the Old
AgePension State Medical Programthat resulted whenlegidationin FY 2003-04 transferred
the program from the Department of Human Services to the Department of Hedlth Care
Policy and Financing. Thereis no change to the program from this correction,

Contains a decrease of $1.9 million to eliminate the Primary Care Physician Incentive
Program;

Includes a decrease of $0.1 million for reduced funding for the Family Medicine Residency
Training program and the Enhanced Prenatal Care Training and Technical Assistance
program; and

Department of Human Services Medicaid-Funded Programs

EI

Providesanet decrease of $146.3 million for programsinthe Department of Human Services
that receive Medicaid funding through the Department of Health Care Policy and Financing.
The majority of this decrease relates to the transfer of administrative authority for the
Medicaid Menta Heath programs from the Department of Human Services to this
Department. For more detail on other changes to the Department of Human Services
programs that are funded through Medicaid, please see the Department of Human Services
section of this report.
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General Factors Driving the Budget

Funding for this department consists of 41.8 percent General Fund, 49.1 percent federal funds, 8.8
percent cash funds exempt, and 0.3 percent cash funds. Some of the most important factors driving
the budget are reviewed below.

M edical Services Premiums

Medical services premiums reflect the health care services costs for qualifying individuals in the
Medicaid program. Services include acute care (such as physician visits and hospital visits) as well
as long-term care (such as nursing facility and community long-term care aternatives). The
Department contracts with health care providers in both fee-for-service and heath maintenance
organization (HMOs) arrangements in order to provide services to dligible clients.

Total costs for the program are a function of the number of clients and the cost-per-client. During
the late 1990s, the Medicaid caseload declined due to the impacts of federal welfare reform and a
robust economy. However, since early 1999 the Medicaid caseload has sharply increased. Thisis
partly due to legidation authorizing new populations to become eligible (mainly children) and the
worsening economic climate. The chart below shows the monthly Medicaid caseload growth from
FY 1993-94 through the forecast period for FY 2004-05.

Total Non-Retroactive Monthly Medicaid Caseload
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As the chart above shows, there has been significant growth in the Medicaid caseload since early
1999. However, the growth in the caseload is forecasted to stabilize at arate of 4.3 percent in FY
2004-05, in contrast to the double digit increases experienced in FY 2002-03 and FY 2003-04. The
chart on the next page shows the average fiscal year caseload and percent growth for FY 2000-01
through the forecast period of FY 2004-05.
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Medicaid Caseload Growth
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Inaddition to increased costsdueto caseload growth, the Medicaid budget hasalso grown asaresult
of higher medical costs and greater utilization of medical services. Recent budget increases for
medical services are primarily related to nursing home rate increases and utilization increases in the
areas of community long-term care and pharmaceuticals. However, because of recent budget
reduction initiatives and the fact that the majority of the new caseload has beeninthelower risk low-
income children and adult categories, the average cost per Medicaid client for FY 2004-05 isactually
lower than it wasin FY 2000-01. The following chart provides afive-year history of average cost-
per-client.
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M edicaid M ental Health Capitation

Pursuant to H.B. 04-1265, responsibility for the M edicaid-funded mental health community programs
(except for the Goebel lawsuit) has been transferred to the Department of Health Care Policy and
Financing. Medicaid mental health services throughout Colorado are delivered through a managed
care, "capitated” program. Under the capitation program, the State paysaregional entity—amental
health assessment and service agency (MHASA)—a contracted amount for each Medicaid-eligible
person in the entity's geographic area; the MHASA is then required to provide appropriate mental
health servicesto all Medicaid-€eligible persons needing such services. Therate paidto each MHASA
for each class of Medicaid-€eligible person (e.g., childrenin foster care, children, elderly, disabled) in
each geographic region isestablished through acompetitive bid process. Under the capitated system,
changes in per-eligible rates and changesin overall Medicaid eligibility and case mix in the state are
important driversin overal state appropriations for mental health services. Asaresult of statewide
revenue shortfalls, Medicaid capitation rateswere reduced significantly in FY 2002-03 and FY 2003-
04 compared to FY 2001-02 levels, leading to associated service reductions. These reductions have
been tempered by increases in the Medicaid caseload and funding for alternatives to inpatient
hospitalization at the state mental health institutes.

The following chart and graph provide information on the recent expenditures and caseload for the
Medicaid mental health capitation.

Medicaid Mental Health Capitation Expenditure and Caseload Growth
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FY 99-00 FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY 04-05

Actual Actual Actual Actual Approp. Approp.
Medicaid Mental
Health Capitation
Funding $131,428,234  $142,393,225 $148,906,860 $144,704,276 $145,441,193 $145,739,678
Annual Dallar
Change $10,191,820  $10,964,991 $6,513,635  ($4,202,584) $736,917 $298,485
Annual Dollar
Percent Change 8.4% 8.3% 4.6% -2.8% 0.5% 0.2%
Individuals Eligible
for Medicaid Mental
Health Services
(Caseload) 228,464 264,141 291,910 327,451 360,554 376,174
Annual Caseload
Change 6,438 35,677 27,769 35,541 33,103 15,620

Annual Casdload

Percent Change 2.9% 15.6% 10.5% 12.2% 4.3%

Indigent Care Program

Safety Net Provider Program: In FY 2003-04, the Department established new methodologies for
distributing disproportionate share payments and major medical teaching hospitals payments. The
payments were collapsed into one line-item called Safety Net Provider Payments. In FY 2003-04,
the methodology change resulted in an additional $11.3 million in federal funds becoming available
for hospitals providing care to Colorado'sindigent population. However, due to budget constraints
in FY 2004-05, funding for this program was reduced by $6.2 million, impacting the private hospitals
participating in the program.

Children Basic Health Plan: The Children's Basic Health Plan (CBHP) provides health care
insurance to uninsured children from families at or below 185 percent of the federal poverty level
(currently $34,040 for afamily of four). A 65 percent federal match is available for the program.
Beginning in FY 2002-03, the program was expanded to include an adult prenatal benefit. Under
Colorado law, the Children Basic Health Plan is not an entitlement program and enrollment into the
program can be capped. However, federa regulation requires services for adult populations be
eliminated before children enrollment in the program can be capped. Because of budget constraints,
in FY 2003-04 the adult prenatal program was suspended for the entire year and no new enrollment
was accepted into the children's program beginning in November 2003. In FY 2003-04, the CBHP
is anticipated to serve an average children's caseload of 49,250 and 2,417 adult prenatal member
months and 342 births. While the FY 2004-05 appropriation reinstates the adult prenatal program
and uncaps enrollment for the children's program, the enrollment in the children's program is
anticipated to be lower than in FY 2003-04. This is due to the drastic drop in enrollment that
occurred after new applicantswere turned away in November 2003. The FY 2004-05 appropriation
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is forecasted to serve an average children's caseload of 48,168 children and 9,565 adult prenatal
member months and 874 births.

Department of Human Services M edicaid-Funded Programs

Many programs in the Department of Human Services are financed with Medicaid funds. The
General Fund share of Medicaid fundsisappropriated inthissection, matched with anticipated federal
funds, and transferred to the Department of Human Services as Medicaid cash funds exempt. Thus,
two dollars of Medicaid cash funds exempt shown in another department, such asthe Department of
Human Services, containadollar originally appropriated as General Fund inthe Department of Health
Care Policy and Financing. Inorder to describethe true statewide General Fund impact of Medicaid-
funded programs, the term “net General Fund” is used to describe the General Fund portion of
Medicaid funds used in “receiving” departments. The following table details the General Fund and
federal fund amounts transferred to the Department of Human Services.

FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY 04-05*
Actual Actual Actual Approp. Approp.
Expenditures $505,177,681  $532,132,957 $529,215,363 $565,444,861 $419,307,363
Percent Increase n/a 5.3% -0.5% 6.8% -25.8%

The majority of this decreaserelatesto the transfer of Medicaid mental health servicesfrom this section to the newly
created Medicaid Mental Health Community Programs section.

Summary of FY 2003-04 and FY 2004-05 Appropriations

Total Department Appropriations

GF CF CFE FF Total FTE

FY 2003-04 Total
Appropriation: $1,231,199,614 $12,181,611  $236,020,640  $1,463,720,465 $2,943,122,330  200.4

Breakdown of Total Appropriation by Administrative Section

Executive Director's

Office 32,646,413 425,659 451,032 52,621,432 86,144,536  200.4
Medical Services

Premiums 898,923,379 68,094 28,160,727 927,767,577 1,854,919,777 0.0
Medicaid Mental Health

Community Programs 0 0 0 0 0 0.0
Indigent Care Program 17,064,113 220,514 171,718,317 179,792,856 368,795,800 0.0
Other Medical Services 12,277,608 10,739,344 27,177,352 17,882,326 68,076,630 0.0
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GF CF CFE FF Total FTE
Department of Human
Services Medicaid-
Funded Programs 270,288,101 728,000 8,513,212 285,656,274 565,185,587 0.0
Breakdown of Total Appropriation by Bill
SB 03-011 (582,232) 0 0 (52,294) (634,526) 0.8
SB 03-019 0 0 (39,343) 0 (39,343) 0.0
SB 03-022 0 10,750,000 0 0 10,750,000 0.0
SB 03-258 1,195,137,503 635,517 238,651,413 1,414,315,399 2,848,739,832  196.6
SB 03-259 (970,963) 994,140 0 23,175 46,352 1.0
SB 03-266 (9,934,000) 30,517,016 0 15,280,508 35,863,524 20
SB 03-273 (170,286) 0 (3,656) (204,650) (378,592) 0.0
SB 03-282 0 0 1,660,537 2,534,503 4,195,040 0.0
SB 03-291 (4,995,208) 0 (5,039,393) (8,949,348)  (18,983,949) 0.0
SB 03-294 (506,900) 0 0 (447,787) (954,687) 0.0
HB 03-1292 (398,047) 796,094 0 398,047 796,094 0.0
HB 03-1316 (610) 0 7) (752) (1,369) 0.0
SB 04-138 96,357 (204,304) 0 96,358 (12,589) 0.3
HB 04-1265 0 0 0 0 0 23
HB 04-1320 13,994,079 (234,164) 7,748,017 27,137,365 48,645,297 0.0
HB 04-1331 0 0 (22,980) 0 (22,980) 0.0
HB 04-1422 39,529,921 (31,072,688) (6,933,948) 13,589,941 15,113,226 (2.0
FY 2004-05 Total
Appropriation: $1,258,646,139 $11,448,429  $265,281,003  $1,479,050,526 $3,014,426,097 204.5
Breakdown of Total Appropriation by Administrative Section
Executive Director's
Office 20,017,462 417,366 392,419 36,667,839 57,495,086 1955
Medical Services
Premiums 936,641,159 72,180 30,181,738 967,749,482 1,934,644,559 0.0
Medicaid Mental Health
Community Programs 74,678,287 0 41,992,061 74,900,956 191,571,304 9.0
Indigent Care Program 15,788,710 210,400 166,221,195 172,283,599 354,503,904 0.0
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GF CF CFE FF Total FTE
Other Medical Services 12,100,409 10,748,483 17,188,199 16,866,790 56,903,881 0.0
Department of Human
Services Medicaid-
Funded Programs 199,420,112 0 9,305,391 210,581,860 419,307,363 0.0
Breakdown of Total Appropriation by Bill
SB 04-028 0 0 21,741 21,741 43,482 0.0
SB 04-138 385,431 (817,216) 0 385,433 (46,352) (1.0
SB 04-206 0 0 22,000 22,000 44,000 0.0
HB 04-1075 0 0 47,902 47,903 95,805 0.0
HB 04-1219 (28,863) 0 0 (28,862) (57,725) 0.4
HB 04-1415 838,528 0 0 0 838,528 0.0
HB 04-1416 (1,015,048) 0 1,015,048 0 0 0.0
HB 04-1421 0 0 (1,560,216) 209,066 (1,351,150) 0.0
HB 04-1422 1,258,466,091 12,265,645 265,610,328 1,478,162,591 3,014,504,655 205.1
HB 04-1447 0 0 124,200 230,654 354,854 0.0
I ncrease/(Decr ease) $27,446,525 ($733,182) $29,260,363 $15,330,061  $71,303,767 41
Percentage Change 2.2% -6.0% 12.4% 1.0% 24%  2.0%

Detail of Appropriation by Administrative Section

Executive Director's Office

The appropriation for the Executive Director's Office (EDO) contains the administrative funding for
the Department except for funding associated with administering the Medicaid mental health
community programs. Beginning in FY 2003-04, the EDO Division and the Medical Program
Administration Division were combined into one administrative division to alow more flexibility in
managing personnel and operating funding for the Department. Therefore, funding for the majority
of the Department's administrative functions, including the personnel costs for 195.5 FTE positions,

is found in the EDO Division.

GF

CF

CFE

FF

Total

FTE

FY 2003-04 Appropriation:

SB 03-011 $219,525

$658,576

$878,101

0.8

PART Il

-111 -

HEALTH CARE POLICY



GF CF CFE FF Total FTE

SB 03-022" 0 10,656 0 0 10,656 0.0
SB 03-258 18,779,954 415,003 435,941 38,414,944 58,045,842 196.6
SB 03-259 0 23,177 0 23,175 46,352 1.0
SB 03-266 0 66,000 0 22,000 88,000 20
SB 03-273 (170,286) 0 (3,656) (204,650) (378,592) 0.0
SB 03-294 29,556 0 0 88,669 118,225 0.0
HB 03-1316 (610) 0 7) (752) (1,369) 0.0
SB 04-138 (5,795) 0 0 (5,794) (12,589) (0.3
HB 04-1265 112,415 0 0 146,859 259,274 23
HB 04-1320 13,736,396 0 19,329 13,618,952 27,374,677 0.0
HB 04-1422 (54,742) (89,177) 575 (140,547) (285,041) (2.0)
TOTAL $32,646,413 $425,659 $451,032 $52,621,432 $86,144,536 200.4
FY 2004-05 Appropriation:

SB 04-028 $0 $0 $21,741 $21,741 $43,482 0.0
SB 04-138 (23,177) 0 0 (23,175) (46,352) (1.0
SB 04-206 0 0 22,000 22,000 44,000 0.0
HB 04-1219 10,962 0 0 10,962 21,924 04
HB 04-1422 20,029,677 417,366 348,678 36,636,311 57,432,032 196.1
TOTAL $20,017,462 $417,366 $392,419 $36,667,839 $57,495,086 195.5
I ncrease/(Decr ease) ($12,628,951) ($8,293) ($58,613)  ($15,953,593)  ($28,649,450) (4.9
Percentage Change -38.7% -1.9% -13.0% -30.3% -33.3% -2.4%

" This appropriation is double counted because the appropriation is contained in both S.B. 03-258 and S.B. 03-022. Senate Bill
03-022 transferred the administration of the Old Age Pension Health and Medical funds from the Department of Human Services
tothe Department of Health Care Policy and Financing. Becausethefundsarenolonger transferred fromthe Department of Human
Services, they are no longer considered cash funds exempt. However, a corresponding reduction to the cash funds exempt Long
Bill (S.B. 03-258) appropriation was not made.

FTE Detail FY 2003-04 FY 2004-05
Executive Director 1.0 1.0
External Affairs 15 15

PART Il

-112 -

HEALTH CARE POLICY



FTE Detail FY 2003-04 FY 2004-05
Communications, Customer Service, Executive Projects, and
Facility Coordinator 15.0 15.0
Medical Assistance Office 125 125
Health Benefits 31.7 321
Rates and Analysis 221 21.6
Long Term Benefits 185 185
Client Services 20.0 20.0
Operations and Finance Office 25 25
Mental Health Administration 23 0.0
Safety Net Financing Section 4.0 4.0
Budget Unit 13.0 13.0
Controller and Operations 17.0 17.0
Child Health Plan Plus 9.0 9.0
Information Technology Division 30.3 27.8
200.4 195.5

FTE Changes: The appropriation reflectsadecrease of 4.9 FTE. The reduction results mainly from
(1) eliminating 2.5 FTE positionsdueto the completion of the implementation phase of the Colorado
BenefitsManagement System project and reduction, (2) transferring 2.5 FTE totheMedicaid Mental
Health Community Programs division, and (3) annualizing 0.1 FTE from prior year appropriations.

General Fund Changes: The General Fund net decreaseisattributed to the following reductions: (1)
$13.5 million to eliminate the one-time FY 2003-04 Kaiser and Colorado Health Plan of the Rockies
HMO lawsuit settlement payments; (2) $878,000 to eliminate one-time expenses associated with
implementing the Privacy and Transaction and Code Sets rules for the Health Insurance Portability
and Accountability Act of 1996 (HIPAA); (3) $396,000 for technical adjustmentsassociated with the
Medical Management | nformation System; (4) $241,000for cost savingsassociated with using plastic
Medicaid identification cards; (5) $12,000 for administrative expenses contained in S.B. 04-138 and
H.B. 04-1219; and (6) $7,000 for savings associated with the nurse aid certification programs and
for a decrease in telecommunication rates.

The above decreases are partially offset by the following increases. (1) $2.2 million to reflect the
transfer of non-emergency transportation from a medical benefit to an administrative expense; (2)
$207,500 for personnel related expenses including salary survey, performance-based pay, and
employeebenefits(e.g. hedlth, life, and dental); (3) $61,000 for costs associated withthe new HIPAA
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security rule; and (4) $39,000 for increased costs for technical issues related to common policy
operating expense appropriations and for annualizing prior year expenses.

Cash Funds Changes. The net cash funds decrease is attributable to a decrease of $9,000 for cost
savings associated with using plastic identification cards for the Old Age Pension Medical Program
offset by an increase of $800 for technical issues related to common policy appropriations.

Cash Fund Exempt Changes: The cash funds exempt decreaseisprimarily attributable to eliminating
$92,000 for one-time expensesassociated withimplementing theHIPAA privacy and transaction and
code sets rules and $14,000 for technical adjustments including adjusting for a double count of an
appropriationinS.B. 03-258. Thesedecreasesare partially offset by a$43,700 appropriation of gifts,
grants, and donationsto fund waiver applications for a Native American substance abuse programs
and a children's hospice program.

Federal Funds Changes. The federa funds decrease includes the following reductions: (1) $13.5
million to eliminate the one-time FY 2003-04 Kaiser and Colorado Health Plan of the RockiesHMO
lawsuit settlement payments; (2) $4.9 million to eliminate one-time expenses associated with
implementing the privacy and transaction and code sets rules for HIPAA; (3) $241,000 for cost
savings associated with using plastic Medicaid identification cards; and (4) $6,000 for savings
associated with the nurse aid certification program and for a decrease in telecommunication rates.

The above decreases are partialy offset by the following increases. (1) $2.2 million to reflect the
transfer of non-emergency transportation from a medical benefit to an administrative expense; (2)
$247,000 to annualize prior year expenses associated with the Medical Management | nformation
System; (3) $236,000 for personnel related increasesincluding salary survey, performance-based pay,
and employee benefits; (4) $66,000 for common policy and technical adjustments related to non-
personnel line items; (5) $63,000 for costs associated with complying with the HIPAA security rule;
and (6) $31,500 for administrative expenses associated with S.B. 04-138 and H.B. 04-1219.

M edical Services Premiums

Thissection providesthe health care funding for Medicaid clients. Clients are determined eligiblefor
services based on 11 different eligibility categories. Caseload estimates for each eligibility category
are listed in the related data table in this section.

Ingeneral, Medicaid health care services are funded with 50 percent state funds (General Fund, cash
funds, or cash funds exempt) and 50 percent federal funds. In May 2003 the Congress passed and
the President signed the Job and Growth Tax Relief Reconciliation Act of 2003. This Act increased
the federal matching rate to 52.95 percent for Medicaid medical servicesthat do not currently have
an enhanced match rate. Thisincreased federal match rate was available from April 1, 2003 through
June 30, 2004 (i.e. three monthsin FY 2002-03 and 12 monthsin FY 2003-04). However, because
of the one-time nature of thisfederal fundsincrease, the General Assembly elected not to changethe
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federal match rate used inthe Long Bill. Therefore, the appropriations contained in this report do
not reflect the increased federal match rate.

GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

SB 03-011 ($801,757) $0 $0 ($710,870) ($1,512,627) 0.0
SB 03-258 876,423,596 0 35,051,922 905,010,583 1,816,486,101 0.0
SB 03-259 (717,719) 717,719 0 0 0 0.0
SB 03-266 (9,934,000) 25,192,508 0 15,258,508 30,517,016 0.0
SB 03-294 (536,456) 0 0 (536,456) (1,072,912) 0.0
HB 03-1292 (34,047) 68,094 0 34,047 68,094 0.0
SB 04-138 92,612 (185,224) 0 92,612 0 0.0
HB 04-1320 (35,629) 0 42,178 6,549 13,098 0.0
HB 04-1422 34,466,779 (25,725,003) (6,933,373) 8,612,604 10,421,007 0.0
TOTAL $898,923,379 $68,094 $28,160,727 $927,767,577  $1,854,919,777 0.0
FY 2004-05 Appropriation:

SB 04-138 $370,448 ($740,896) $0 $370,448 $0 0.0
HB 04-1219 (39,825) 0 0 (39,824) (79,649) 0.0
HB 04-1416 (1,015,048) 0 1,015,048 0 0 0.0
HB 04-1422 937,325,584 813,076 29,166,690 967,418,858 1,934,724,208 0.0
TOTAL 936,641,159 72,180 30,181,738 967,749,482 1,934,644,559 0.0
I ncrease/(Decr ease) $37,717,780 $4,086 $2,021,011 $39,981,905 $79,724,782 0.0
Percentage Change 4.2% 6.0% 7.2% 4.3% 4.3% n/a

The $79.7 million increase in the Medical Services Premiums appropriation can be explained mainly
by increasesin costs due to caseload growth and cost-per-client increases. The caseload and service
cost increases are partially offset by the elimination of one-time expenses in FY 2003-04 and from
budget reductions enacted by the General Assembly.

General Fund, Cash Funds, Cash Funds Exempt and Federal Funds Changes: Theoverall changes,
by fund source, are summarized in the table; explanations for each item follow the table.
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Cash Fund

Description General Fund  Cash Funds Exempt Federal Funds Total Funds
FY 2003-04 Appr op. $898,923,379 $68,094 $28,160,727 $927,767,577 $1,854,919,777
Caseload increase and
cost-per-client 67,377,569 740,896 (226,085) 67,255,840 135,148,220
Increase to Federal
Qualifying Health
Center Rates 1,500,000 0 0 1,500,000 3,000,000
Increase to primary care
physician rates 731,065 0 0 731,066 1,462,131
Eliminate one-time
expense associated with
FY 2002-03 rollover (23,350,000) 0 0 (23,350,000) (46,700,000)
Implement S.B. 03-176
beginning January 2004 (2,638,343) 0 0 (2,503,674) (5,142,017)
Transfer non-emergency
transportation to EDO (2,200,389) 0 0 (2,200,389) (4,400,778)
Hospital inpatient rate
reduction of 1 percent (1,530,355) 0 0 (1,530,355) (3,060,710)
Legislation Adjustments (684,425) (740,896) 1,015,048 330,624 (79,649)
Medicare Upper
Payment Limit
Adjustment (616,024) 0 1,232,048 616,024 1,232,048
Private duty nursing
reduction (112 hour/
week) (495,594) 0 0 (495,594) (991,188)
Reduction to durable
medical equipment (373,680) 0 0 (373,680) (747,360)
Technical adjustment to
intermediate care facility
provider rates (2,043) 4,086 0 2,043 4,086

FY 2004-05 Approp.

936,641,160

30,181,738

967,749,482

1,934,644,560

Explanation of Budget Changes

Caseload and Cost-Per-Client increases. The base increase for caseload and cost-per-client cost
changesis $135.1 million. Thisrepresents a continuation of the Medicaid program before any policy
changes, refinancing mechanisms, or statutory changes. The $135.1 million increase includes $45.5
million for caseload growth (before implementing S.B. 03-176) and $89.6 million for cost-per-client
increases. Of the total base funding increase of $135.1 million, $67.4 million is General Fund,
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$741,000 is cash funds (fees from S.B. 03-259), and $67.3 million is matching federal funds. These
increases are offset by a decrease of $226,000 in cash funds exempt from the Breast and Cervical
Cancer Treatment Fund. Additional data concerning caseload and cost-per-client increases is
provided at the end of the Medical Services Premiums section.

Federal Qualifying Health Centers Rate Increase: The FY 2004-05 appropriation includes atotal
fund increase of $3.0 million to increase the inflation factor used in determining the reimbursement
rates for Federal Qualifying Health Centers.

Primary Care Physician Ratelncrease: TheFY 2004-05 appropriationincludesatotal fundincrease
of $1.4 million for a primary care physician rate increase. This appropriation partialy offsets a
decrease of $1.9 million ($975,000 General Fund) from eliminating the primary care physician
incentive program in the Other Medical Programs division.

Eliminate One-time Expense Associated with FY 2002-03 Rollover: TheFY 2004-05 appropriation
contains a decrease of $46.7 million to eliminate the one-time impact in FY 2003-04 of paying for
prior year expenses. InJune 2003, the Executive Branch stopped Medicaid payments during the last
week of June. This action was taken to ensure that enough cash would be available to close FY
2002-03. However, the action had the effect of transferring FY 2002-03 expensesinto FY 2003-04.
Thistransfer of expensesisanticipated to be aone-time event and, therefore, thefunding iseliminated
from the FY 2004-05 appropriation.

Implement SB. 03-176 Beginning January 2004: TheFY 2004-05 appropriation containsadecrease
of $5.1 million to implement S.B. 03-176. Senate Bill 03-176 was passed in 2003 by the General
Assembly to exclude certain legal immigrants from Medicaid coverage. The hill was challenged in
federal court and an injunction was placed on the State, delaying implementation of the bill. In
January 2004, the federal court lifted the injunction and the State may implement the hill once
sufficient due processand appeal rightsare provided to the affected clients. Therefore, the FY 2003-
04 supplemental restores the initial savings that were anticipated from passing S.B. 03-176. The
appropriation assumes that all appeal rights will be completed by January 2005. Therefore, the
appropriation reflects a decrease of $5.1 million associated with eliminating Medicaid coverage for
1,757 legal immigrant clients.

Transfer of Non-emergency Transportation: The FY 2004-05 appropriation reflects the transfer of
funding for non-emergency transportation from the Medical Services Premiums division to the
Executive Director's Office.

Hospital Rate Reduction: TheFY 2004-05 appropriationreflectsa$43.1 million reductionresulting
from a 1.0 percent rate reduction to inpatient hospital reimbursement rates.

Special Legidation: The appropriation also includes adjustments through three bills passed by the
General Assembly in 2004:
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v S.B. 04-138: Increases the General Fund appropriation by $370,448, reduces cash
fundsby $740,896, and reducesfederal fundsby $370,448. Thebill repealed S.B. 03-
259 which allowed a premium fee to be charged to families with children in the
Children's Home and Community-Based Service Waiver programs,

v H.B. 04-1219: Decreases the Genera Fund appropriation by $39,825 and federal
funds appropriation by a corresponding $39,825. Thishill allowsthe Department to
pay some of the transitional costs associated with moving individuals from
institutional care into community settings; and

v H.B. 04-1416: Decreases the General Fund appropriation by $1,015,048 and
increased the cash funds exempt appropriation by $1,015,048. This bill allowed the
Breast and Cervical Cancer Treatment Fund to continueto provide 100 percent of the
state match for one additional year. Beginning in FY 2005-06, the General Fund by
statute will have to provide 50 percent of the state match for this program.

Medicare Upper Payment Limit adjustment: The FY 2004-05 appropriation includesa net increase
of $1.2 million for Medicare Upper Payment Limit refinancing. The refinancing results from
"certifying" expendituresat public hospitals, nursing facilities, and homehealth agencies. Thischange
does not decrease or increase funding for the public hospitals, nursing facilities, or home health
agencies.

Private Duty Nursing reduction: The FY 2004-05 appropriation includes a total fund reduction of
$991,000 to limit private duty nursing hours to no more than 112 hours per week (i.e. 16 hours per
day on average).

Durable Medical Equipment decrease. The FY 2004-05 appropriation includes a total fund
reduction of $747,000 for durable medical equipment. Of thisamount, $374,000isGeneral Fund and
$373,000 is matching federal funds.

Adjustment to Intermediate Care Facility Provider Rates. The FY 2004-05 appropriation includes
atechnical adjustment of $4,086 total funds.

Additional Infor mation

Caseload Information: The FY 2004-05 appropriation supports medical services for an estimated
375,411 clients. This equates to approximately one out of every 12 Colorado residents receiving
health care services through Medicaid. The FY 2004-05 caseload estimate represents an increase of
4.3 percent compared to the FY 2003-04 caseload. The forecast represents a significant slowing of
the Medicaid caseload growth rates when compared to increases of 10.8 percent in FY 2002-03 and
9.9 percent in FY 2003-04.
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Through H.B. 04-1422, the General Assembly adjusted the FY 2003-04 caseload to reflect a net
increase of 19,393 clientsover the original FY 2003-04 appropriation of 340,391.* The net increase
of 19,393 clients primarily resulted from increases in the low-income children and adult eligibility
categories.

The following table shows the growth the anticipated growth for each eligibility category from the
adjusted FY 2003-04 appropriation to the FY 2004-05 appropriation.

FY 2003-04
Category of Eligibles Asadjusted FY 2004-05 Difference % Change

Supplemental Security Income
65 + 34,147 34,048 (99) (0.3)
Supplemental Security Income
60 to 64 5,539 5,648 109 20
Qualified Medicare

Beneficiaries (QMBSs) and

Special Low-income

Medicare Beneficiaries

(SLIMBs) 9,740 10,353 613 6.3
Supplemental Security Income
Disabled 46,390 46,226 (164) (0.4)
Categorically Eligible Low

Income Adults 46,312 49,019 2,707 5.8
Baby Care-Adult 8,156 8,026 (130) (1.6)
Breast and Cervical Cancer
Treatment Clients 111 176 65 58.6
Eligible Children 190,265 202,001 11,736 6.2
Foster Care Children 14,652 15,130 478 3.3
Non-Citizens 4,472 4,784 312 7.0
Total Annual Caseload
Estimates 359,784 375,411

Note: This table shows the impact of implementing S.B. 03-176 in January 2005 (S.B. 03-176 excludes certain
categories of legal immigrants from coverage). Implementing this bill reduces casdload by 1,757.

Information About Cost of Services. After the caseload is projected, the cost for serving the clients
iscalculated. The cost-per-client isafunction of both cost and utilization projections based on prior
years experience, asadjusted by initiativesto increase the type, range, or cost of services. The cost-

The method for counti ng casel oad was changed in FY 2002-03. Prior to FY 2002-03, casel oad was adjusted for
retroactivity. Under federal regulations, a Medicaid client's eligibility can be retroactive three months prior to their
application. However with the move to cash accounting in FY 2002-03, caseload is no longer adjusted to reflect

retroactivity. The original FY 2003-04 caseload appropriation has been adjusted to reflect this change.
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per-client isbased on: (1) the cost of acute and long-term care services; (2) the utilization of services
for each caseload category; and (3) the number of clientsin each caseload category. This base cost-
per-client increase is calculated before policy adjustments or bottom-line financing adjustments are
included. The appropriation includes an overall increase in cost-per-client of approximately $130.13
or 2.6 percent.

M edicaid M ental Health Community Programs

Medicaid Mental Health Community Programsisanew division established inthe FY 2004-05 Long
Bill appropriation (H.B. 04-1422). Pursuant to H.B. 04-1265, Medicaid funded mental health
community programs (except for those related to the Goebel lawsuit) are transferred to the
Department of Health Care Policy and Financing. This section provides for mental health services
through the purchase of services from mental health assessment and service agencies (MHASAS),
which coordinate mental health services for Medicaid recipients and fee-for-service payments.

GF CF CFE FF Total FTE

FY 2003-04 Appropriation:¥

TOTAL $0 $0 $0 $0 $0 0.0

FY 2004-05 Appropriation:

H.B. 04-1422 $74,678,287 $0 $41,992,061 $74,900,956  $191,571,304 9.0
TOTAL $74,678,287 $0 $41,992,061 $74,900,956  $191,571,304 9.0
Increase/(Decr ease) $74,678,287 $0 $41,992,061 $74,900,956 $191,571,304 9.0
Percentage Change n/a n/a n/a n/a n/a n/a

Y A total of $259,274 and 2.3 FTE is appropriated to the Executive Director's Office in FY 2003-04 for the
administration of Medicaid mental health community programs.

Overall Funding Changes: Pursuant to H.B. 04-1265, the administration and appropriation for
M edicaid community mental health programs (except for the Goebel lawsuit program) aretransferred
from the Department of Human Services. However, because the Department of Health Care Policy
and Financing is the single state agency for Medicaid funding, the General Fund appropriation and
matching federal funds were previously reflected in the Department of Human Services Medicaid-
funded Programs (adivision within this department) and were then transferred to the Department of
Human Services as a cash funds exempt appropriation. In keeping with the statutory transfer of
responsibilities, the funds appropriated in this department for this purpose are no longer transferred
as cash funds exempt to the Department of Human Services.

The overal increase in the appropriations to this department for Medicaid mental health community
programs, as compared to FY 2003-04 appropriations, includes the following: (1) $1.0 million
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associated with the transfer of administrative funding and staff from the Department of Human
Services; (2) $3.86 million associated with Medicaid mental health eligible client capitation caseload
changesof 15,691 clients; and (3) anincrease of $3.78 million Medicaid cash fundsexempt associated
withtheelimination of the one-time FY 2001-02 Medicaid cost recoupment assessed in FY 2003-04.

These increases are offset by the following decreases: (1) $3.7 million Medicaid cash funds exempt
associated with the discontinuation of one-time rate enhancement for Medicaid capitation contracts;
(2) $3.0 million Medicaid cash funds exempt associated with the discontinuation of FY 2002-03
Medicaid over-expenditures paid in FY 2003-04; (3) $1.0 million Medicaid cash funds exempt
associated with the discontinuation of one-time capitation rateincreasesprovidedin S.B. 03-282; and
(4) a decrease of $0.8 million associated with the fee-for-service program, including the
discontinuation of $0.5 millionin one-time FY 2002-03 fee-for-service over expenditures paid in FY
2003-04. With the exception of the $1.0 million administrative increase, the remainder of the
increases are all 50-50 General Fund/federal funds match.

FTE Changes. The FTE increase is solely attributable to the transfer of administrative functions as
authorized by H.B. 04-1265.

Other Information: Capitation Program

As noted earlier, Medicaid mental health care services are largely delivered through the capitation
program, administered by mental health assessment and service agencies (MHASAS). Giventhat the
cost per client isestablished by bid and other adjustments, caseload (e.g., Medicaid clientseligiblefor
mental health services) isthe primary driver of the changesin the appropriation. Thefollowing table
showsthetotal number of clientseligible caseload for M edicaid mental health services, not al eligible
clients will seek mental health services.

Number of Medicaid Clients Eligible for Mental Health Services Y

FY 2002-03 FY 2003-04 FY 2004-05
Medicaid Mental Health Eligible Category Actual Approp. Approp.

Elderly 34,952 34,610 34,509
Disabled 52,550 52,646 52,590
Adults 47,408 54,474 57,276
Children 177,997 203,358 215,901

Children in Foster Care 14,545 15,395 15,898

Total 327,452 360,483 376,174

Annual Caseload Change n/a 33,031 15,691

Percent Annual Caseload Change n/a 10.1% 4.4%
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Y please note, this caseload is based on: (1) the Medicaid populationsthat are eligiblefor mental health servicesthat
areincluded in thecapitation program (e.g., QM B and non-citizensfor instance are excluded); and (2) theFY 2002-03
known Medicaid mental health casedload adjusted using the Medicaid projected growth rates for the respective

popul ations.

The following table shows the calculation for the Medicaid mental health capitation program. This
program represents the bulk of mental health community program funding.

Medicaid Mental Health Capitation Base Calculation

Total FY 2004-05 Capitation Payment

140,624,800

70,312,400

Total General Fund Cash Exempt  Federal Funds
FY 2003-04:
Caseload Estimate 136,909,930 68,454,965 0 68,454,965
S.B. 03-282 1,000,000 500,000 500,000
FY 2001-02 Recoupment (3,775,624) (1,887,812) 0 (1,887,812)
FY 2002-03 Over expenditure 3,011,686 1,505,843 0 1,505,843
FY 2003-04 One-time Rate Relief 3,695,818 1,847,909 0 1,847,909
Forensics Carve-out Adjustment (141,752) (70,876) 0 (70,876)
Total FY 2003-04 Capitation PaymentY 140,700,058 69,850,029 500,000 70,350,029
FY 2004-05:
Casdload Change over FY 2003-04 3,857,550 1,928,775 0 1,928,775
Elimination of S.B. 03-282 One-time
Funding (1,000,000) (500,000) (500,000)
Elimination of FY 2001-02 Recoupment 3,775,624 1,887,812 0 1,887,812
Elimination of FY 2002-03 Over
expenditure (3,011,686) (1,505,843) 0 (1,505,843)
Elimination of FY 2003-04 One-time
Rate Increase (3,695,818) (1,847,909) 0 (1,847,909)
Additional Forensics Carve-out
Adjustment (928) (464) 0 (464)

70,312,400

Y This appropriation was made in the "Department of Human Services Medicaid-Funded Programs” division within
this department. This sum was then transferred in a cash funds exempt appropriation to the Department of Human

Services. For FY 2004-05, thecapitation programisappropriated in theMedicaid Mental Health Community Programs

Division.
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Indigent Care Program

This division contains funding for the Safety Net Provider Payment Program, the Children's Basic
Health Plan, the State-only Children's Basic Health Plan Prenatal Program, and the Comprehensive
Primary and Preventive Care Grant Program.

The Safety Net Provider Payment Program provides reimbursement to participating hospitals and
clinics that serve uninsured or under-insured people using funding from the disproportionate share,
major teaching hospital, and Medicare Upper Payment Limit payments made through the Colorado
Indigent Care Program. To be eligible for the Colorado Indigent Care Program, individuals must
have income or assets equal to or lower than 185 percent of the federal poverty level and may not
qualify for assistancethroughthe Medicaid program. The FY 2004-05 appropriation reducesfunding
to the safety net provider program by $6.2 million. The reduced funding will impact the privately-
owned hospitals that participate in the CICP. Public hospitals that participate in the CICP are able
to "certify" their own expenditures in order to receive the federal match and do not receive any
General Fund. Therefore, public hospitals will not be impacted by this reduction.

The Children’s Basic Health Plan (CBHP) provides health care insurance to otherwise uninsured
children from families at or below 185 percent of the federal poverty level. Beginning in October
2002, a prenatal care program for eligible adult women was enacted. However, because of the
budget shortfallsin FY 2003-04, the adult prenatal women programwas suspended in May 2003 and
the children'sprogram stopped accepting new enrollees in November 2003. Beginning inJuly 2004,
the adult prenatal program and the children's program will again accept new enrollees into the
program. The FY 2004-05 appropriation provides funding for 48,168 children, 9,565 prenata
member months for adult pregnant women, and 874 births to adult women.

The State-only CBHP Prenatal Program provided prenatal care to the adult pregnant women who
were enrolled inthe CBHP program before May 2003 but had not delivered or finished post-partum
care by November 2003. The federal waiver that allowsthe State to serve adult womeninthe CBHP
program does not alow the children's population to be capped if adults remain in the program.
Therefore, a state-only program was established for any adult women still enrolled in the CBHP
program when the children’'s program was capped on November 1, 2003. All of the women in this
program will have received post-partum care by July 1, 2004. Therefore, funding for this program
is eliminated in FY 2004-05.

The Comprehensive Primary and Preventive Care Grant Program provides grants to providers that
serve a designated medically underserved area or population, up to 185 percent of poverty. This
program is funded with tobacco settlement funds. The FY 2004-05 appropriation reduces funding
for the fund and grant program by $5.6 million.
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GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

SB 03-019 $0 $0 ($39,343) $0 ($39,343) 0.0
SB 03-258 21,818,977 220,514 175,837,214 186,885,419 384,762,124 0.0
SB 03-282 0 0 982,819 1,856,785 2,839,604 0.0
SB 03-291 (4,995,208) 0 (5,039,393) (8,949,348) (18,983,949) 0.0
HB 04-1320 240,344 0 0 0 240,344 0.0
HB 04-1331 0 0 (22,980 0 (22,980 0.0
TOTAL $17,064,113 $220,514  $171,718317  $179,792,856  $368,795,800 0.0
FY 2004-05 Appropriation:

HB 04-1421 $0 $0 (%1,769,282) $0 (%1,769,282) 0.0
HB 04-1422 15,788,710 210,400 167,866,277 172,052,945 355,918,332 0.0
HB 04-1447 0 0 124,200 230,654 354,854 0.0
TOTAL $15,788,710 $210,400  $166,221,195  $172,283,599  $354,503,904 0.0
I ncrease/(Decr ease) ($1,275,403) ($10,114) ($5,497,122) ($7,509,257)  ($14,291,896) 0.0
Percentage Change -7.5% -4.6% -3.2% -4.2% -3.9% n/a

General Fund Changes: The decrease in the General Fund appropriation results from a budget
reduction of $3.1 million in funding for private hospitals participating in the Safety Net Provider
Program and the elimination of $284,000 for eliminating the State-only CBHP Prenatal Program.
These decreases are offset by an increase of $2.1 million appropriated to the CBHP Trust Fund.

Cash Funds Changes. The decrease in the cash funds appropriation is solely due to a decrease in
anticipated enrollment fees for CBHP due to a lower caseload estimate for FY 2004-05 compared
to FY 2003-04.

Cash Funds Exempt Changes: The decreasein the cash funds exempt appropriation resultsfromthe
following reductions: (1) $2.8 millionintobacco settlement fundsto the Comprehensive Primary and
Preventive Care Fund; (2) $2.8 million to the spending authority for the Comprehensive Primary and
Preventive Care Grant Program; and (3) $2.5 million to the CBHP line items due to lower caseload.
These reductions are offset by a $2.5 million net increase in tobacco settlement funds to the CBHP
Trust Fund appropriation.
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Federal Funds Changes. Thedecreasein the federal funds appropriation results from the following
reductions: (1) $4.3 million to the CBHP line items due to lower caseload, and (2) $3.1 million for
the private hospitals participating in the safety net provider program.

Other Medical Services

This section contains the funding for the following programs. (1) Old Age Pensioner Health and
Medical Program; (2) Home Care Allowance; (3) Adult Foster Care; (4) Primary Care Physician
Reimbursements; (5) H.B. 92-1208 I mmunizations, administered by the Department of Public Health
and Environment; (6) Family Medicine Residency Training, administered by the Commission on
Family Medicine at the University of Colorado; and (7) S.B. 97-101 Public School Health Services,
administered jointly with the Department of Education. For those programs administered by another
department, the funds are reflected in this division to receive the federal Medicaid match and are
transferred to the other department as Medicaid cash funds exempt. The Old Age Pensioner Health
and Medical Program is a state-only medical program funded solely from the Old Age Pensioner
Medical Fund. The Home Care Allowance and Adult Foster Care programs are state-only programs
funded with 95.0 percent General Fund and 5.0 percent local match. The S.B. 97-101 Public School
Health Services program is a Medicaid program funded with certified cash funds exempt which are
used to draw down the federal funds match.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-022 $0 $10,739,344 $0 $0 $10,739,344 0.0
SB 03-258 14,099,277 0 27,274,019 17,882,326 59,255,622 0.0
SB 03-266 0 5,258,508 0 0 5,258,508 0.0
HB 04-1320 (1,821,669) 0 (96,667) 0 (1,918,336) 0.0
HB 04-1422 0 (5,258,508) 0 0 (5,258,508) 0.0

TOTAL $12,277,608 $10,739,344 $27,177,352 $17,882,326 $68,076,630 0.0

FY 2004-05 Appropriation:

HB 04-1415 $838,528 $0 $0 $0 $838,528 0.0
HB 04-1422 11,261,881 10,748,483 17,188,199 16,866,790 56,065,353 0.0
TOTAL $12,100,409 $10,748,483 $17,188,199 $16,866,790 $56,903,881 0.0
I ncr ease/(Decr ease) ($177,199) $9,139 ($9,989,153) ($1,015,536)  ($11,172,749) 0.0
Percentage Change -1.4% 0.1% -36.8% -5.7% -16.4% n/a
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General Fund Changes. The FY 2004-05 appropriation includes a reduction of $975,000 to
eliminate the Primary Care Physician Program, which provided a $3.00 per client incentive payment
for the case management services physicians provided in the Primary Care Physician Program. [This
decrease in funding was partially offset by an increase of $1.4 millionto primary care physician rates
inthe Medical Services Premiums section.] The appropriation also includes reductions of $38,000
to the Commission on Family Medicine Residencies and $3,000 for the Enhanced Prenatal Care
Training and Technical Assistance program. These decreases are offset by an increase of $839,000
for the State Nursing Facility Service Program, which provides nursing home care to the legal
immigrants that were in nursing home care before the passage of S.B. 03-176.

Cash Funds Changes. The increase in the cash funds appropriation results solely from transferring
theadministrative savingsthat result fromutilizing plasticidentification cardsto the medical expenses
funded within this section.

Cash Funds Exempt Changes: The decrease in the cash funds exempt appropriation results from
correcting a double-count of the same appropriation. In FY 2003-04, the Old Age Pension State
Medical Program was moved from the Department of Human Services to the Department of Health
Care Policy and Financing. However, the hill transferring the program did not adjust the Long Bill
(S.B. 03-258) appropriation. Thus, the appropriation for the program was counted both as cash
funds and cash funds exempt. The FY 2004-05 appropriation corrects this double count by
eliminating the cash funds exempt (i.e. transfer) appropriation.

Federal Funds Changes: The reduction in federal funds includes the following decreases. (1)
$975,000 to eliminate the Primary Care Physician Program; (2) $38,000 for the Commission on
Family Medicine Residencies; and (3) $3,000 for the Enhanced Prenatal Care Training and Technical
Assistance Program.

Department of Human Services M edicaid-Funded Programs

This section contains funding for programs administered by the Department of Human Services that
are funded with Medicaid dollars. Genera Fund is appropriated in this section, matched with
anticipated federal funds, and isthen transferred to the Department of Human Services as Medicaid
cash funds exempt. Pursuant to H.B. 04-1265, the FY 2004-05 appropriation reflects the transfer
of funding for Medicaid mental health community programs appropriationsfromthis sectionto anew
section under the administration of the Department of Health Care Policy and Financing.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $264,015,699 $0 $52,317  $266,122,127  $530,190,143 0.0
SB 03-259 (253,244) 253,244 0 0 0 0.0
SB 03-282 0 0 677,718 677,718 1,355,436 0.0
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GF CF CFE FF Total FTE

HB 03-1292 (364,000) 728,000 0 364,000 728,000 0.0
SB 04-138 9,540 (19,080) 0 9,540 0 0.0
HB 04-1265 (112,415) 0 0 (146,859) (259,274) 0.0
HB 04-1320 1,874,637 (234,164) 7,783,177 13,511,864 22,935,514 0.0
HB 04-1422 5,117,884 0 0 5,117,884 10,235,768 0.0
TOTAL $270,288,101 $728,000 $8513212  $285,656,274  $565,185,587 0.0

FY 2004-05 Appropriation:

SB 04-138 $38,160 ($76,320) $0 $38,160 $0 0.0
SB 04-1075 0 0 47,902 47,903 95,805 0.0
SB 04-1421 0 0 209,066 209,066 418,132 0.0
SB 04-1422 199,381,952 76,320 9,048,423 210,286,731 418,793,426 0.0
TOTAL $199,420,112 $0 $9,305,391  $210,581,860  $419,307,363 0.0
I ncrease/(Decr ease) ($70,867,989) ($728,000) $792,179  ($75,074,414) ($145,878,224) 0.0
Percentage Change -26.2% -100.0% 9.3% -26.3% -25.8% n/a

Medicaid fundsused by other departments statewide must originateinthe Department of Health Care
Policy and Financing, the single state agency for receiving federal Medicaid funds. These dollarsare
then transferred to the respective departments that utilize Medicaid funding. When these Medicaid
funds are transferred, they are reflected in the recipient department as cash funds exempt. The
Department of Human Services is the largest user of these transferred dollars. The General Fund
appropriated in this division represents over 4.7 percent of the State's General Fund operating
appropriation.

The appropriation reflects funding for Department of Human Services (DHS) programs funded with
Medicaid dollars. Every division in the DHS receives some Medicaid funding from DHCPF, except
for the Division of Child Care. Significant changes in this funding are outlined below. Additional
detail on these items can be found in the Department of Human Services section of this report.

Mental Health and Alcohol and Drug Abuse Services

Medicaid mental health adjustmentsfor FY 2004-05 reflect the transfer of authority for the Medicaid
community mental health program to this Department (except for the Goebel lawsuit programs),
pursuant to H.B. 04-1265. Specifically, $149,579,243 (including $74,678,287 General Fund and
$74,900,956 federa funds) is appropriated in the Medicaid Mental Health Community Programs
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Division within this department, instead of this section. This transfer also accounts for the $148
million reduction in the FY 2004-05 appropriation to the Department of Human Services.

Thefunding which remainsinthissectionisfor thefollowing areas: Mental health administration, the
Goebd lawsuit settlement, the mental health institutes, and the High Risk Pregnant Women Program
in the Division of Alcohol and Drug Abuse. Funding for these remaining programs decreased by
$989,000, including the following: (1) $779,000 for Medicaid mental health administration
(transferred to the M edicaid Mental Health Community ProgramsDivision); (2) $125,000 associated
with the financing of the mental health ingtitutes; and (3) $85,000 in the Alcohol and Drug Abuse
Division programs, associated with the discontinuation of aFY 2002-03 Over expenditure paid in FY
2003-04.

Executive Director's Office

The appropriation includes an increase of $3.4 million, including approximately $1.6 million General
Fund and a matching amount of federal funds, for the Executive Director's Office. These increases
are primarily attributable to three significant funding changes: (1) centrally appropriated items such
as salary survey, performance-based pay, and workers compensation are increased by $3.3 million;
(2) funding associated with compliance with the Health I nsurance Portability and Accountability Act
of 1996 (HIPAA) security rulesincreased by $531,000; and, (3) $318,000 in base reductionsin the
Office of Performance Improvement and the HIPAA privacy line item.

Services for People with Disabilities

The appropriation includes an increase of $0.6 million, including $0.3 million General Fund, for
services for adults with developmental disabilities and a matching amount of federal funds. This
includes an increase of $1.3 millionto provide 36 new residential resources for personstransitioning
from foster care to the developmental disability system. This increase is partialy offset by: (1)
reduced Medicaid costs associated with increases in client cash payments to providers, and (2)
elimination of funding in FY 2003-04 for costs associated with a leap year.

The appropriation also includes an increase of $1.0 million, including $0.5 million cash funds exempt
and amatching amount of federal funds, associated with local funds expended for servicesfor people
with developmental disabilities that draw a federal Medicaid match.

Finally, the appropriation includes the reclassification of $0.7 million from cash fundsin FY 2003-04
to cash funds exempt in FY 2004-05. Thisamount isfor fees paid by intermediate care facilities for
the mentally retarded authorized by H.B. 03-1292 and reflects a technical correction in how these
amounts are counted.

Division of Child Welfare

The appropriation adds $1.8 million, including $0.9 million General Fund, for child welfare services
for anticipated caseload increases. Thisincreaseis partially offset by the elimination of $0.2 million,
including $0.1 million Genera Fund, that was provided in FY 2003-04 for costs associated with a

leap year.
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Division of Youth Corrections
Theappropriationincludesanincrease of $0.9 million General Fund and amatching amount of federal
funds associated with using more residential treatment centers as contract providers.

Recent L egisation

2003 Session Bills

S.B. 03-11: Required the generic drug equivaent of a brand-name drug to be prescribed in the
Medicaid program if the generic drug is a therapeutic equivalent to the brand-name drug and
authorizes the Department of Health Care Policy and Financing to adopt rules to allow for a mail
order prescriptiondrug program. Thebill isestimated to save $582,232 in General Fund and $52,294
in federal fundsin FY 2003-04.

S.B. 03-19: Provided the auditing of programs funded by the Tobacco Litigation Settlement Fund.
The hill reduces funding from these programs in order to pay for the audit. In the Department of
Health Care Policy and Financing, the Child'sBasic Health Plan Trust Fund isreduced in FY 2003-04
by $39,343 in order to pay for the audit.

S.B. 03-22: Transferred administrative responsihilitiesfor the Old Age Pension Health and M edical
Program from the Department of Human Services to the Department of Health Care Policy and
Financing.

S.B. 03-173: Repealed the nursing facility administrative incentive paymentsfor FY 2002-03. The
administrativeincentive paymentswerereinstated in FY 2003-04. Thebill created estimated savings
of $762,635 General Fund and $762,636 federal fundsin FY 2002-03.

S.B. 03-175: Allowed the use of Nursing Home Penalty Cash Fund moneys for inspecting and
investigating complaints of nursing facilities for FY 2002-03. Allowed the Nursing Home Penalty
Cash Fund to offset $558,514 in General Fund expenditures in FY 2002-03 for the purpose of
inspecting and investigating complaints at previously cited nursing home facilities.

S.B. 03-176: Eliminated the optional legal immigrant population from State Medicaid coverage.
Medicaid eligibility for legal immigrants was impacted by the passage of the federal welfare reform
act in 1996. Federal law makes a distinction between legal immigrants who were in the country
before August 22, 1996 and after August 22, 1996. Assuch, federa law classifies legal immigrants
as either "qualified" or "not qualified" as a "mandatory" Medicaid population. However, under
welfare reform, states were allowed to offer coverage to the "not qualified" population as an
"optional" Medicaid population. S.B. 03-176 eliminates this group of legal immigrants from
Medicaid coveragein Colorado. Theestimated number of legal immigrantslosing Medicaid coverage
under thisbill isestimated at 3,479. Because of legal challengesto this bill, the provision of this hill
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were not implemented in FY 2002-03 or FY 2003-04. However, savings fromimplementing thisbill
are anticipated to begin in January 2005.

S.B. 03-187: Eliminated the requirement for the enrollment broker for managed care services to
consider aclient's historic sources of care, linguistic needs, special medical needs, and transportation
needs when providing information or counseling about managed care options. By eliminating this
provision and because of the reduced enrollment in managed care organizations, the bill reduced the
FY 2002-03 appropriation for the enrollment broker contract by atotal of $254,860. Of thisamount,
$127,430 is General Fund and $127,430 is federal funds.

S.B. 03-190: Augmented the amount of state General Fund money for FY 2002-03 by transferring
specified amounts from certain trust funds receiving Tobacco Litigation Settlement appropriations
and by reducing the appropriations for certain state programs funded by the Tobacco Litigation
Settlement Fund. 1nthe Department of Health Care Policy and Financing, the bill reduced FY 2002-
03 appropriations by $1,358,260 cash fund exempt.

S.B. 03-196: Changed the method of accounting for certain Medicaid servicesfrom an accrual basis
to acash basis. Thischange resultsin aone-time cost savingsin FY 2002-03 of $154,000,000. Of
this amount, $77,000,000 is General Fund and $77,000,000 is federal funds.

S.B. 03-197: Reduced FY 2002-03 personal services by $4,936,686 total funds, which represents
anticipated June payroll (FY 2002-03) to be delayed until July (FY 2003-04). For moreinformation,
refer to the bill description in the Department of Personnel and Administration.

S.B. 03-203: Supplemental appropriation to the Department of Health Care Policy and Financing
to modify the appropriation included in the FY 2002-03 Long Bill.

S.B. 03-258: General appropriations act for FY 2003-04. Also adjusts FY 2002-03 appropriations
to the Department.

S.B. 03-259: Allowed the Department to charge adliding scale premiumfeeto familieswith children
enrolled inahome- and community-based Medicaid waiver program. The provisionsof thishill were
repealed in S.B. 04-138.

S.B. 03-266: Allowed the Department to establish anursing home provider fee on a" selected class'
of nursing facilities. The provisions of this bill were repealed in H.B. 04-1415.

S.B. 03-273: Eliminated the salary survey appropriation for FY 2003-04.
S.B. 03-282: Made changes to the FY 2003-04 appropriations for programs supported by the

Tobacco Litigation Settlement Fund. Increasesthe appropriationto the Children'sBasic Health Plan
Trust Fund by $1,000,000 and makes corresponding appropriation into the program line items
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including matching federal fund appropriations. Reducesthe Comprehensive Primary and Preventive
Care Fund by $508,494 and makes a corresponding appropriation to the Grant Program. Also,
increases the appropriation for mental health community programs by $500,000 cash fund exempt
with a corresponding increase in federal funds.

S.B. 03-291: Madethefollowing changesto the Children's Basic Health Plan (CBHP): (1) requires
the Department to suspend enrollment of adult pregnant women in the CBHP from the effective date
of the act until June 30, 2004; (2) alows adult women enrolled before the effective date of the act
to continue enrollment through their pregnancy in either the CBHP program or in a state-only
prenatal program established for these women; and (3) allows the CBHP adult woman prenatal
programto be capped inthefuture. By suspending enrollment inthe adult prenatal programthe State
isallowed under federal rulesto cap the children'sprogram. Reducesthe FY 2003-04 appropriation
for CBHP by $20.2 million. Of thisamount, $5.3 million is General Fund.

S.B. 03-294: Required the Department to implement drug utilization mechanisms, including but not
limited to prior authorization, to control prescription drug costsin the Medicaid program. Reduces
FY 2003-04 appropriations by $506,900 in General Fund and $447,787 federal funds.

H.B. 03-1292: Authorized the Department of Human Services to charge a provider fee on
Intermediate Care Facility Beds. Reduces FY 2003-04 General Fund appropriations to the
Department of Health Care Policy and Financing by $398,000.

H.B. 03-1316: Altered the manner in which group benefit plans coverage is calculated for Health,
Life, and Dental appropriations. Reduces FY 2003-04 appropriationsto the Department by $1,369.

2004 Session Bills

S.B. 04-28: Requires the Department of Health Care Policy and Financing to seek a state plan
amendment to include a substance abuse treatment benefit for Native Americans. Provides an
appropriation of $43,482 for administrative expensesrelated to requesting the state plan amendment.
Of thisamount, $21,741 shall befromgifts, grants, and donations, and $21,741 shall befedera funds.
If the gifts, grants, and donations do not materialize, then the Department does not need to submit
the state plan amendment.

S.B. 04-65: Extendsthe H.B. 99-1116 Child Mental Health Treatment Act to July 1, 2009.

S.B. 04-138: Repeals statutory changesincluded in S.B. 03-259, which required the Department of
Health Care Policy and Financing to collect a monthly premium fee from families to pay a portion
of the direct and indirect costs of the Medicaid Children's Home and Community-Based Services
(CHCBS) Program and the Children's Extensive Support (CES) waiver program. For FY 2003-04,
appropriates, to the Department of Health Care Policy and Financing, $192,714 General Fund and
$192,716 federal funds, and reducesthe appropriation to the Department by $434,107 cashfundsand
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0.6 FTE. For FY 2004-05, appropriates, to the Department of Health Care Policy and Financing,
$385,431 General Fund and $385,433 federal funds, and reducesthe appropriationto the Department
by $817,216 cashfundsand 1.0 FTE. Also reducesthe appropriationto the Department of Personnel
and Administration by $25,499 in FY 2003-04 and FY 2004-05.

S.B. 04-177: Establishes the "Home- and Community-based Services (HCBS) for Children with
Autism Act" and requires the Department of Health Care Policy and Financing to seek the federal
authorization necessary to implement the act. The fiscal note for the bill assumed that the waiver
application would be written using existing staff resources. If the waiver is approved, then it is
anticipated that the bill will have afiscal impact of $851,181 and 1.0 FTE in FY 2005-06. Of this
amount, $394,191 will be cash funds exempt (tobacco settlement funds) and $456,990 will befederal
matching funds.

S.B. 04-206: Requires the Department of Health Care Policy and Financing to submit a federal
waiver to add a hospice care benefit to the Medicaid program for children. The bill provides an
appropriation of $44,000 for administrative expensesassociated with submitting awaiver application.
Of thisamount, $22,000 shall be from gifts, grants, and donations, and $22,000 shall befederal funds.
If the gifts, grants, and donations do not materialize, then the Department does not need to submit
the waiver.

H.B. 04-1075: Authorizesthe Department of Health Care Policy and Financing to seek a state plan
amendment to expand substance abuse treatment services to Medicaid eligible women from two
months to 12 months following a pregnancy. It is anticipated that the expanded services will begin
in October 2004 and increase expenditures by $95,805 in FY 2004-05. Thehill authorizesatransfer
from the state funds within the substance abuse block grant program to be used as the state match
for the program expansion.

H.B. 04-1219: Adds community transition services to the Home- and Community-Based Services
for the Elderly, Blind, and Disabled program, and providesthat such services shall not exceed $2,000
per eligible person per year unless authorized by the Department of Health Care Policy and Financing.
The bill authorizes the Department to seek the necessary federal authorization for the program. The
bill reduces the Department's FY 2004-05 appropriation by $57,725, including $28,863 in General
Fund and $28,862 in matching federal funds. The reduction in funding results from the lower costs
of serving clients in a community-setting rather than a traditional nursing home setting.

H.B. 04-1220: Providesthat non-emergency transportation shall bean administrative expenserather
than an optional medical benefit under the State Medicaid Plan. The conforms statute to budget
reductionsthat beganin FY 2003-04. Asanadministrative expense, the state hasadditional flexibility
in managing and controlling the costs for non-emergency transportation.

H.B. 04-1265: Transferstheadministration of the Medicaid mental health community programfrom
the Department of Human Services to the Department of Health Care Policy and Financing, except
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for the Goebel lawsuit settlement program. Adjuststhe FY 2003-04 Long Bill appropriation in the
following manner: (1) increases the appropriation to the Department of Health Care Policy and
Financing, Executive Director's Office, by $259,274 (including $112,415 General Fund and $146,859
federal funds) and 2.3 FTE; decreasesthe appropriation to the Department of Health Care Policy and
Financing, Department of Human Services Medicaid-funded Programs by $259,274 (including
$112,415 Genera Fund and $146,859 federal funds); and (3) decreases the appropriation to the
Department of Human Services, Mental Health and Alcohol and Drub Abuse Services, Administration
by $259,274 Medicaid cash funds exempt and 2.3 FTE. Pleasenote, for FY 2004-05, the associated
administrativeand programmeatic appropriationschangesareincorporated inthe 2004 Long Bill (H.B.
04-1422).

H.B. 04-1320: Supplemental appropriation to the Department of Health Care Policy and Financing
to modify the appropriation included in the FY 2003-04 Long Bill.

H.B. 04-1415: Repeals H.B. 03-266 which established the Nursng Home Provider Fee Program.
This program was repealed because the State did not receive the necessary federal approval to
implement the program. The hill also contains an appropriation of $838,528 to fund the State-Only
Nursing Home Program established in S.B. 03-176. This program provides nursing home care to
legal immigrants who were in a nursing home when S.B. 03-176 was enacted.

H.B. 04-1416: Delaysby oneyear the phase-in of General Fund support for the Breast and Cervical
Cancer Treatment Program. Increases the appropriation from the Breast and Cervical Cancer
Prevention Treatment Fund by $1,015,048 and reduced the General Fund support for this program
by $1,015,048. Thehill doesnot affect the later year phase-in schedule for General Fund support for
this program.

H.B. 04-1421: Changes the allocation formula for the state's annual tobacco settlement payment,
beginning in FY 2004-05. Adjusts FY 2004-05 Long Bill appropriations accordingly. With regard
to the Department of Health Care Policy and Financing, increases the appropriation to the Children's
Basic Health Plan Trust by $3,472,958 cash funds exempt. Decreases the appropriation to the
Comprehensive Primary and Preventive Care Fund and the subsequent appropriation to the
Comprehensive Primary and Preventive Care Grants Program by $2,621,120 cash funds exempt.
Increases the appropriation to Mental Health, Residential Treatment for Y outh by $209,066 cash
fundsexempt —thisincreaseis expected to generate an additional $209,066 infederal matching funds.
For more information, refer to the hill description in the Department of Public Health and
Environment.

H.B. 04-1422: General appropriationsact for FY 2004-05. Also includes supplemental adjustments

to the FY 2003-04 Long Bill appropriation to the Department of Health Care Policy and Financing,
as amended by H.B. 04-1320.
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H.B. 04-1447: Requiresthe Department of Health Care Policy and Financing to notify the families
of legal immigrant childrenlosing coverage under the Medicaid program pursuant to S.B. 03-176 that
they are€ligiblefor coverage under the Children'sBasic Health Plan (CBHP). Appropriates$124,200
from the CBHP Trust Fund and $230,654 in matching federal funds for an additional 568 children
anticipated to be enrolled in CBHP program from January 2004 through June 2004 due to the
provisions of this bill.
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DEPARTMENT OF HIGHER EDUCATION

This department is responsible for higher education and vocational training programs in the state.
The Colorado Commission on Higher Education (CCHE) serves as the central policy and
coordinating board for the Department. Financial aid programsalso fall under the purview of CCHE.
The executive director of CCHE is also the executive director of the Department and appoints the
directors of the Colorado Student Loan Program and the Colorado Student Obligation Bond
Authority, which are both statutorily authorized state enterprises within the Department.

Appropriations for state-run public higher education institutions and the two public local district
junior colleges can be found in the Governing Boards and Local District Junior Colleges section of
this report.

The Division of Occupational Education oversees Colorado Vocational Act programs, the Area
Vocational Schools, federa Perkins technical training programs, and resources available for the
promotion of job development, job training, and job retraining in the state.

The Department also includes. the Advisory Commission on Family Medicine, which funds and
promotes family medicine residency programs; the Council onthe Arts; the State Historical Society;
and the Auraria Higher Education Center, which maintains the single shared campus of the
Community College of Denver, Metropolitan State College of Denver, and the University of
Colorado at Denver.

Department Budget: Recent Actual Expenditures and Appropriations

FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05
Funding Sour ce Actual Actual Approp. Approp.
General Fund $740,162,419 $685,415,820 $591,409,402 $587,972,772
Cash Funds 747,490,541 844,391,865 959,399,101 959,812,693
Cash Funds Exempt 72,361,910 74,261,623 77,938,125 98,694,206
Federal Funds 18,110,208 18,933,809 19,402,298 19,805,153
Total Funds $1,578,125,078 $1,623,003,117 $1,648,148,926 $1,666,284,824
Full Time Equiv. Staff 18,679.1 18,592.0 18,501.9 18,281.3
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FY 2004-05 Budget Changes

Significant changes in appropriations for FY 2004-05 compared to FY 2003-04 are highlighted
below. Appropriations for FY 2004-05:

(4 Provideaconstant level of General Fund for all of the governing boardsand local district junior
colleges except the University of Colorado;

(1 Enableal.1 percent increase in resident and nonresident tuition rates, except at the University
of Colorado;

(d For the University of Colorado, reduce General Fund by $4.5 million, and increase tuition
spending authority to support an 8.0 percent increase in resident and nonresident tuition rates
plus another $4.5 million in tuition revenue, contingent on designation of the institution as an
enterprise;

1 Adjust estimates of the number of FTE employed by higher education institutions to reflect
current practice;

(4 Provide a constant level of General Fund for financial aid programs,
(d Increase General Fund support for the arts by $400,000; and

[ Increase General Fund by $634,000 due to a decrease in indirect cost recoveries available to
offset the need for General Fund.

General Factors Driving the Budget

Funding for this department consists of 35.3 percent General Fund, 57.6 percent cash funds, 5.9
percent cash funds exempt, and 1.2 percent federal funds.

Congtitutional Budget Limitations and Statewide General Fund Revenues

The Department of Higher Education receives the third largest General Fund appropriation for
operations, behind the Department of Education and the Department of Health Care Policy and
Financing. It competes with these and other departments for limited resources. Reduced state
revenues during the 2001-2003 economic downturn, combined with (1) Taxpayer Bill of Rights
(TABOR) rulesthat havelimited state revenue growth during the subsequent economic recovery and
(2) Amendment 23 rules that mandate increasing state K-12 expenditures, have combined to place
substantial downward pressure on all non-K-12 areas of the state budget. The pressure has been
particularly acute on the State's higher education system, as evidenced in the chart on the following

page.
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Significantly for higher education, the TABOR limitations apply to tuition as well as General Fund.
When aTABOR surplusisforecast, raising tuition increases the amount that must be refunded from
the General Fund to the taxpayers.

Higher Education General Fund Appropriations
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Senate Bill 04-189

Beginning in FY 2005-06, S.B. 04-189 eliminates the subsidies for higher education institutions and
replaces them with: (1) stipends provided directly to the students that can be used at any public
higher education institution and, under certain conditions, a private institution located in the state;
and (2) fee for service contracts between the Department of Higher Education and institutions for
graduate education, remedia education, rural education, and other state needs.

The bill allows higher education institutions to be designated as enterprises, or state-run businesses,
under TABOR. If schools qualify for enterprise status by receiving less than 10 percent of their
revenuefrom state and local grants, then the tuition raised by the schoolswill no longer count against
the State's TABOR limit.

Because money will beprovided to studentsdirectly instead of institutions, the bill islikely to increase
the emphasis on enrollment as a factor in determining the budget for higher education.

Enrollment

Enrollment growth affects operating costsfor higher education institutionsand tuitionrevenue. This
growth is a consideration in determining the overall level of funding and the distribution of funding.
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Resident Student Full-time Equivalents (SFTE) in Colorado Public Higher Education Institutions
Under graduate and Graduate

95-96 96-97 97-98 98-99 99-00 00-01 01-02 02-03 03-04

Resident
SFTE 116,980 117,890 118,964 120,976 122,708 123,257 128,218 136,634 141,692

SFTE

Increase n/a 910 1,074 2,012 1,732 549 4,961 8,416 5,058
Percent

Increase n/a 0.8% 0.9% 1.7% 1.4% 0.4% 4.0% 6.6% 3.7%

Financial Aid
In the past the General Assembly has appropriated significant increases for financial aid, but budget
constraints have limited funding the last few years.

General Fund Appropriationsfor Financial Aid
FY 99-00 FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY 04-05
Need Based Aid*  $38,423,152 $42,199,077 $47,598,002 $51,550,101  $46,002,682 $45,935,202

Merit Based Aid 13,826,078 14,371,810 14,874,498 14,874,498 6,877,309 6,434,287
Work Study 14,248,944 14,811,367 15,359,754 16,612,357 15,030,062 15,003,374
Other 6,513,899 7,177,010 7,424,066 7,983,044 8,230,701 8,767,891
Total $73,012,073 $78,559,264 $85,256,320 $91,020,000 $76,140,754  $76,140,754
Dollar Change na  $5547,191  $6,697,056  $5,763,680 ($14,879,246) $0
Percent Increase n/a 7.6% 8.5% 6.8% -16.3% 0.0%

* Including the Governor's Opportunity Scholarship and Grants for Part-time Students

Tuition

The total increase in tuition revenue is a result of increases in enrollment and the tuition rate.
Pursuant to statute, the governing boards have flexibility to establish tuition policy, but through the
appropriations processthe L egidature capsthe maximumrevenuethat schoolsmay earn. For thelast
severa years, afootnote in the Long Bill has expressed legidative intent with regard to tuition rates.
For FY 2004-05 the footnote authorizes tuition increases for most schools that are calculated to
generate up to a 1.1 percent increase in resident tuition revenues, not including the impacts of
enrollment, and for schools designated as an enterprise an 8.0 percent increase in revenue. In
addition, S.B. 04-189 and S.B. 04-252 authorize another $4.5 million in tuition spending authority
for the University of Colorado.
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Resident, Under graduate, Full-time, Academic Year Tuition at Selected Institutions
96-97 97-98 98-99 99-00 00-01 01-02 02-03 03-04
Rates;
University of Colorado at Boulder 2,322 2,356 2,386 2440 2514 2614 2776 3,192
Colorado State University 2,224 2258 2286 2,340 2408 2502 2,655 2,908
Average 4-year Colleges 1524 1546 1566 1623 1,650 1,715 1,801 1,895

Average 2-Y ear Colleges 1,284 1303 1,320 1,351 1,38 1441 1510 1,585

Percent Change:
University of Colorado at Boulder na 15% 13% 23% 3.0% 40% 6.2% 150%

Colorado State University na 15% 12% 24% 29% 39% 6.1% 95%

Average 4-year Colleges na 14% 13% 36% 17% 39% 50% 52%

Average 2-Year Colleges n/a

Summary of FY 2003-04 and FY 2004-05 Appropriations

Total Department Appropriations

GF CF CFE FF Total FTE

FY 2003-04 Total
Appropriation: $591,409,402  $959,399,101 $77,938,125 $19,402,298 $1,648,148,926 18,501.9

Breakdown of Total Appropriation by Administrative Section

Department
Administrative Office 0 128,594 639,011 142 767,747 0.0

Colorado Commission
on Higher Education 0 28,616,810 3,539,741 0 32,156,551 36.7

Colorado Commission
on Higher Education
Financial Aid 76,140,754 0 66,000 1,300,000 77,506,754 0.0

Governing Boards and
Local District Junior
Colleges 506,829,685 928,609,572 3,123,621 0 1,438,562,878 18,090.6

Advisory Commission
on Family Medicine 0 0 1,751,668 0 1,751,668 0.0
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GF CF CFE FF Total FTE

Division of Occupational

Education 8,328,963 0 23,206,013 16,952,156 48,487,132 34.2
Auraria Higher

Education Center 0 50,000 17,553,070 0 17,603,070 211.0
Council on the Arts 100,000 0 100,000 200,000 400,000 2.0
State Historical Society 10,000 1,994,125 27,959,001 950,000 30,913,126 127.4

Breakdown of Total Appropriation by Bill

SB 03-19* 0 0 0 0 0 0.0
SB 03-258 501,513,165 950,429,852 86,029,229 19,302,298 1,656,274,544 18,500.9
SB 03-273 (84,855) (37,458) (148,799) 0 (271,112) 0.0
SB 03-282 0 0 (7,799,440) 100,000  (7,699,440) 1.0
HB 03-1316? 0 (185) (115) 0 (300) 0.0
HB 04-1321 (18,908) (5) (300,524) 0 (319,437) 0.0
HB 04-1331° 0 0 0 0 0 0.0
HB 04-1454 0 6,897 157,774 0 164,671 0.0

! Senate Bill 03-19 directed that cash funds exempt appropriationsin the FY 2003-04 Long Bill for the
Regents of the University of Colorado from the Tobacco Litigation Settlement Cash Fund be reduced by
$10,589. When combined with theimpact of S.B. 03-282 (which transferred all of Higher Education'stobacco
funds to the General Fund), this would have resulted in a negative appropriation, which could not be fully
implemented. Sincetheeffectivedate of S.B. 03-19 was later than the effective date of S.B. 03-282, the cash
funds exempt impact of S.B. 03-19 on the Department of Higher Education is shown in this report as $0.
Subsequently, H.B. 04-1331 struck the portion of S.B. 03-019 that could not be implemented. The fiscal
impact of this portion of H.B. 04-1331 is reflected as $0.

2 House Bill 03-1316 stipulated that General Fund appropriations in the FY 2003-04 Long Bill for the
Department of Higher Education for health, life, and dental expenditures be reduced by $1,012. However,
there were no General Fund appropriations in the Long Bill for health, life, and dental expenditures in the
Department of Higher Education. Therefore, the General Fund impact of H.B. 03-1316 is shown as $0.

3 Seefootnote #1.
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GF CF CFE FF Total FTE
FY 2004-05 Total
Appropriation: $587,972,772 $959,812,693 $98,694,206 $19,805,153 $1,666,284,824 18,281.3
Breakdown of Total Appropriation by Administrative Section
Department
Administrative Office 0 187,372 968,870 4,457 1,160,699 0.0
Colorado Commission
on Higher Education 0 692,236 3,401,505 0 4,093,741 36.7
Colorado Commission
on Higher Education
Financia Aid 76,140,754 0 22,222 1,300,000 77,462,976 0.0
Governing Boards and
Local District Junior
Colleges 502,329,685 956,890,359 28,085,027 0 1,487,305,071 17,952.7
Advisory Commission
on Family Medicine 0 0 1,576,501 0 1,576,501 0.0
Division of Occupational
Education 8,992,333 0 22,759,809 16,952,156 48,704,298 34.2
Auraria Higher
Education Center 0 50,000 14,333,380 0 14,383,380 128.3
Council on the Arts 500,000 0 16,000 600,000 1,116,000 2.0
State Historical Society 10,000 1,992,726 27,530,892 948,540 30,482,158 127.4
Breakdown of Total Appropriation by Bill
SB 04-189* (4,500,000) 4,500,000 0 0 0 0.0
SB 04-252° 0 0 0 0 0 0.0
HB 04-1347 0 0 0 0 0 0.0

* Both SB 04-189 and SB 04-252 reduced General Fund appropriations and increased tuition spending
authority for the University of Colorado by $4.5 million. However, the changes to appropriations in each bill
were dependent on the University of Colorado being designated as an enterprise pursuant to the provisions of
the respective bill. For this report, it is assumed that the University of Colorado will be designated as an
enterprise in FY 2004-05, and that the designation will be made pursuant to S.B. 04-189. Therefore, the
changes to appropriations for the University of Colorado authorized in S.B. 04-189 will take effect, but the
changes to appropriations in S.B. 04-252 will not.

5 Seefootnote #4.
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GF CF CFE FF Total FTE
HB 04-1422° 592,472,772 955,312,693 98,694,206 19,805,153 1,666,284,824 18,281.3
I ncrease/(Decr ease) ($3,436,630) $413,592 $20,756,081 $402,855  $18,135,898  (220.6)
Percentage Change -0.6% 0.0% 26.6% 2.1% 1.1% -1.2%

Detail of Appropriation by Administrative Section

Department Administrative Office

Centrally appropriated items for the agenciesthat are not part of the governing boards are funded in
the Department Administrative Office. These items include salary survey, risk management, leased
space, health benefits, and other miscellaneous expenses. The source of cash funds for thisdivision
is a combination of money from the Private Occupationa Schools Fund for the Division of Private
Occupational Schools, and various sources related to the activities of the Historical Society. The
source of cash fundsexempt is Limited Gaming Funds received by the Historical Society and indirect
cost recoveries. The federa funds are related to activities of the Historical Society.

GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

SB 03-258 $84,855 $166,242 $811,594 $142 $1,062,833 0.0
SB 03-273 (84,855) (37,458) (148,799) 0 (271,112) 0.0
HB 03-1316" 0 (185) (115) 0 (300) 0.0
HB 04-1321 0 (©)] (23,669) 0 (23674 0.0
TOTAL $0 $128,594 $639,011 $142 $767,747 0.0
FY 2004-05 Appropriation:

HB 04-1422 $0 $187,372 $968,870 $4.457 $1,160,699 0.0
TOTAL $0 $187,372 $968,870 $4,457 $1,160,699 0.0

® Section 16 of H.B. 04-1422 (the Long Bill) included cash funds exempt spending authority for an 8.0
percent tuition rateincreasefor any school designated as an enterprisein FY 2004-05. Thistablereflectsthe
amount for the University of Colorado only, asit isassumed that only the University of Colorado will qualify
for enterprise status.

" Seefootnote #2.
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GF CF CFE FF Total FTE

Increase/(Decr ease) $0 $58,778 $329,859 $4,315 $392,952 0.0

Percentage Change n/a 45.7% 51.6% 3038.7% 51.2% n/a

Cash Funds Changes: The cash fundsincreaseisattributable to funding salary survey, performance-
based pay, and hedlth, life and dental increases.

Cash Funds Exempt Changes: The cash funds exempt increase is attributable to funding salary
survey, performance-based pay, and health, life and dental increases.

Colorado Commission on Higher Education (CCHE)

This section includes funding for the Commission's staff, the Division of Private Occupational
Schools, and special purposeinitiatives of the Department. Sources of cash fundsinclude the Private
Occupational Schools fund and indirect cost recoveries. The sources of cash funds exempt include
indirect cost recoveries, waste tire funds deposited in the Advanced Technology Fund, and reserves
in the Private Occupational Schools Fund.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $0 $28,609,913 $3,381,967 $0 $31,991,880 36.7
HB 04-1454 0 6,897 157,774 0 164,671 0.0
TOTAL $0 $28,616,810 $3,539,741 $0 $32,156,551 36.7
FY 2004-05 Appropriation:
HB 04-1422 $0 $692,236 $3,401,505 $0 $4,093,741 36.7
TOTAL $0 $692,236 $3,401,505 $0 $4,093,741 36.7
I ncr ease/(Decr ease) $0  ($27,924,574) ($138,236) $0  ($28,062,810) 0.0
Percentage Change n/a -97.6% -3.9% n/a -87.3%  0.0%
FTE Detail FY 2003-04 FY 2004-05
CCHE Administration 28.9 28.9
Division of Private Occupational Schools 7.8 7.8
36.7 36.7
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Cash Funds Changes. The decrease in cash funds reflects a policy decision to eliminate the
Enrollment/Cash Fund Contingency line item, and a 10 percent ($56,000) reduction to the Division
of Private Occupationa Schools spending authority. The Enrollment/Cash Fund Contingency line
item previoudly provided extra spending authority if enrollment, and thus revenues, at one of the
higher education institutions exceeded the projections used for the appropriation. With the
elimination of the line item, schools will need to request supplemental spending authority for an
unexpected increase in enrollment.

Cash Funds Exempt Changes: The cash funds exempt increaseisprimarily attributableto anincrease
in the amount of indirect cost recoveries applied to cover payments for optometry students through
the Western Interstate Commission on Higher Education exchange program.

Colorado Commission on Higher Education Financial Aid

This section includes the state funded financial aid programs administered by CCHE. The source of
cash funds exempt isfederal Child Care Development Fund moneystransferred from the Department
of Human Services. The source of federal fundsis Perkins Act and other programs requiring astate
match.

GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

SB 03-258 $76,140,754 $0 $66,000 $1,300,000 $77,506,754 0.0
HB 04-1321 0 0 0 0 0 0.0
TOTAL $76,140,754 $0 $66,000 $1,300,000 $77,506,754 0.0
FY 2004-05 Appropriation:

HB 04-1347 $0 $0 $0 $0 $0 0.0
HB 04-1422 76,140,754 0 22,222 1,300,000 77,462,976 0.0
TOTAL $76,140,754 $0 $22,222 $1,300,000 $77,462,976 0.0
I ncr ease/(Decr ease) $0 $0 ($43,778) $0 ($43,778) 0.0
Percentage Change 0.0% n/a -66.3% 0.0% -0.1% n/a

General Fund Changes. Whilethetotal General Fund remained the same, there were changesinthe
allocation of funds. Merit based grants were reduced by $431,000 to pay for an increase in grants
for Native American tuition assistance at Fort Lewis College. Also, H.B. 04-1347 created a new
financial aid funding priority for members of the Colorado National Guard, requiring other programs
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to be reduced by amounts to be determined by the Colorado Commission on Higher Education in
order to fund an estimated $410,207 in scholarships for members of the Colorado National Guard.

Cash Funds Exempt Changes. The cash funds exempt decrease is attributable to a drop in the
amount of federal Child Care Development Funds transferred from the Department of Human

Services for the Early Childhood Professional Loan Repayment Program.

Governing Boards and L ocal District Junior Colleges

This section includes funding for the higher education institutions. The source of cash funds is
primarily tuition, fees, and non-exempt auxiliary revenues. The source of cash funds exempt includes
severa miscellaneous revenues, including money fromthe Tobacco Litigation Settlement Cash Fund.

GF CF CFE FF Total FTE

FY 2003-04 Appropriation:
SB 03-19° $0 $0 $0 $0 $0 0.0
SB 03-258 506,829,685 928,609,572 11,023,061 0 1,446,462,318 18,090.6
SB 03-282 0 0 (7,899,440) 0  (7,899,440) 0.0
HB 04-1331° 0 0 0 0 0 0.0
TOTAL $506,829,685  $928,609,572 $3,123,621 $0 $1,438,562,878 18,090.6
FY 2004-05 Appropriation:
SB 04-189° ($4,500,000) $4,500,000 $0 $0 $0 0.0
SB 04-2521 0 0 0 0 0 0.0
HB 04-142212 506,829,685 952,390,359 28,085,027 0 1,487,305071 17,952.7
TOTAL $502,329,685  $956,890,359  $28,085,027 $0 $1,487,305,071 17,952.7

8 Seefootnote #1.

9 Seefootnote #1.

10" See footnote #4.

11 See footnote #4.

12" See footnote #6.
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GF CF CFE FF Total FTE

I ncrease/(Decr ease) (%$4,500,000) $28,280,787 $24,961,406 $0  $48,742,193 (137.9)
Percentage Change -0.9% 3.0% 799.1% n/a 3.4% -0.8%
FTE Detail FY 2003-04 FY 2004-05
Adams State College 277.0 276.1
Mesa State College 409.7 408.4
Metropolitan State College of Denver 986.0 964.2
Western State College 202.0 201.3
Colorado State University System 3,630.4 3,636.5
Fort Lewis College 402.9 389.3
Regents of the University of Colorado 6,037.5 6,140.3
Colorado School of Mines 570.1 563.7
University of Northern Colorado 1,079.9 986.8
Community Colleges 4,495.1 4,386.1
18,090.6 17,952.7

FTE Changes. TheFTE for thehigher educationinstitutionsareincluded for informational purposes.
Each governing board retains control over the number of employees hired. The updated staffing
estimatesfor each governing board reflect changesin hiring practices asaresult of budget reductions
since FY 2001-02 and shifting enrollment patterns.

General Fund Changes: The $4.5 million reduction in General Fund results from S.B. 04-189. It
affects the University of Colorado (CU) and compensates for the TABOR ramifications of making
theUniversity anenterprisein FY 2004-05. Without enterprisestatus, tuitionratesat CU would have
been held to 1.1 percent growth in FY 2004-05. Thisslow growth in tuition was projected to allow
more growth in General Fund TABOR expenditures by approximately $4.5 million. With enterprise
statusfor CU, thetuition is removed from the TABOR calculation along with the benefit to General
Fund expenditures.

The General Fund for all governing boards other than the University of Colorado is unchanged from
FY 2003-04.

Cash Fund Changes. The cash fundsappropriationfor all schoolsexcept the University of Colorado
reflects projected revenues from a 1.1 percent increase in resident and nonresident tuition rates. It
also reflects projected enrollment changes by institution, which total statewideto 2.9 percent growth
in resident students and 0.6 percent growth in nonresident students.
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For the University of Colorado, S.B. 04-189 and S.B. 04-252 authorized a total of $4.5 million
additional tuition spending authority if the school isdesignated asan enterprisein FY 2004-05. Also,
H.B. 04-1422 (the Long Bill) authorized tuition spending authority increases of up to 8.0 percent for
any school designated as an enterprisein FY 2004-05. Thisreport assumesthat the only school that
will be designated as an enterprise in FY 2004-05 is the University of Colorado.

In addition to tuition rate increases, the change in cash funds reflects revised estimates of "other than
tuition" and "non-exempt auxiliary" revenues. In net, these changes are $390,000 more than the
estimates used last year, but changes by school may be more significant. Other than tuition revenue
includes such items as student fees, gains and losses on investments, interest earnings, and non-
enterprise rental revenues. Appropriations are based on the assumption that, on average, fees will
increase 1.1 percent. Non-exempt auxiliary revenuescomefrombusinessventuresby the schoolsthat
are not exempt from Article X, Section 20 of the Colorado Constitution (TABOR).

Dueto the timing of legislation authorizing enterprise status for the University of Colorado, some of
the cash spending authority for the institution was identified in legislation as "cash funds' and some
was identified as "cash funds exempt”. The table below shows how the funds were identified in
legidlation and reflected inthisreport. Inactudlity, all of the fundsfor the University of Colorado will
be exempt from the TABOR limit if it is designated as an enterprise.

Identified as:
University of Colorado Cash Funds
Spending Authority Tota Cash Funds Exempt
Tuition 395,200,277 | 370,238,871 | 24,961,406
Other Than Tuition 48,315,427 | 47,657,896 657,531
Auxiliary 37,824,330 | 37,824,330 0

Cash Funds Exempt Changes: The cash fundsexempt increaseisdueto the characterization of some
of the tuition increase for the University of Colorado as cash funds exempt described above.

The following table summarizes General Fund and tuition appropriations by governing board.

General Fund and Tuition by Gover ning Boar d
Projected Spending
Changesif Designated As | Authority Assuming Only CU
An Enterprise isan Enterprise
General General General

Governing Board Fund Tuition Fund Tuition Fund Tuition
Adams State College $10,316,691 $5,635,382 $384,611 | $10,316,691 $5,635,382
Mesa State College 15,775,165 11,392,916 777,558 15,775,165 11,392,916
Metropalitan State
College 33,951,845 39,410,987 2,689,770 33,951,845 39,410,987
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General Fund and Tuition by Gover ning Boar d

Advisory Commission on Family M edicine
The Commission distributes funds for the support of ten family medicine residency programs
throughout the state and assists in the recruitment of family medicine residents. All but one of the
family medicine residencies receives a cash funds exempt transfer of Medicaid funding to support the
program. Federal Medicaid dollars used by other departments statewide originate in the Department
of Health Care Policy and Financing, the single state agency for Medicaid, where they receive their
General Fund match. These dollars are then transferred to the respective departments that utilize
Medicaid funding. When these Medicaid funds are transferred, they are reflected in the recipient
department as cash funds exempt. All of the cash funds exempt appropriated for this program are

Medicaid dollars.

Projected Spending
Changesif Designated As | Authority Assuming Only CU
An Enterprise isan Enterprise
General General General

Governing Board Fund Tuition Fund Tuition Fund Tuition
Western State College 6,896,788 8,224,023 561,284 6,896,788 8,224,023
Colorado State
University System 109,183,992 141,896,639 9,684,340 | 109,183,992 141,896,639
Fort Lewis College 7,435,161 21,820,346 1,489,222 7,435,161 21,820,346
University of
Colorado Regents 155,172,841 365,738,871 (4,500,000) 29,461,409 150,672,841 395,200,280
Colorado School of
Mines 17,187,980 31,444,623 2,146,073 17,187,980 31,444,623
University of
Northern Colorado 33,590,909 40,590,646 2,770,282 33,590,909 40,590,646
Community Colleges 106,279,979 113,861,596 7,770,969 106,279,979 113,861,596
Local District
Junior Colleges 11,038,334 n/a n/a 11,038,334 n/a
TOTAL $506,829,685 | $780,016,029 | ($4,500,000) | $57,735,518 | $502,329,685 | $809,477,438

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $0 $0 $1,751,668 $0 $1,751,668 0.0
TOTAL $0 $0 $1,751,668 $0 $1,751,668 0.0
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GF CF CFE FF Total FTE
FY 2004-05 Appropriation:
HB 04-1422 $0 $0 $1,576,501 $0 $1,576,501 0.0
TOTAL $0 $0 $1,576,501 $0 $1,576,501 0.0
I ncr ease/(Decr ease) $0 $0 ($175,167) $0 ($175,167) 0.0
Percentage Change n/a n/a -10.0% n/a -10.0% n/a

Cash Funds Exempt Changes. The decrease in cash funds exempt is attributable to a ten percent
reduction to the ten family medicine residency programs.

Division of Occupational Education

The Division of Occupational Education supervises and administers the occupational education
programs of the state and approves the alocation and distribution of state and federal vocational
education funds to the community colleges, local district junior colleges, area vocational schools,
secondary school districts, and any other appropriate state and local educationa agencies or
institutions. Thisdivision aso coordinatesresourcesavailablefor the promotion of job development,
job training, and job retraining in the state. Sources of cash funds exempt include General Fund and
State Education Fund moneystransferred fromthe Department of Educationfor Colorado V ocational
Act programs and General Fund transferred from the Governor's Office of Economic Development
for jobtraining programs. The source of federal fundsis primarily Perkins Act money for vocational
training.

GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

SB 03-258 $8,347,871 $0 $23,582,868 $16,952,156 $48,882,895 34.2
HB 04-1321 (18,908) 0 (376,855) 0 (395,763) 0.0
TOTAL $8,328,963 $0 $23,206,013 $16,952,156 $48,487,132 34.2
FY 2004-05 Appropriation:

HB 04-1422 $8,992,333 $0 $22,759,809 $16,952,156 $48,704,298 34.2
TOTAL $8,992,333 $0 $22,759,809 $16,952,156 $48,704,298 34.2
I ncr ease/(Decr ease) $663,370 $0 ($446,204) $0 $217,166 0.0
Percentage Change 8.0% n/a -1.9% 0.0% 04%  0.0%
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FTE Detail FY 2003-04 FY 2004-05

Division Administration 9.0 9.0
Sponsored Programs 25.2 25.2
34.2 34.2

General Fund Changes. The General Fund increase is due to adecrease in indirect cost recoveries
available to offset the General Fund.

Cash Funds Exempt Changes. The cash funds exempt decrease reflectsthe decreaseinindirect cost
recoveries noted above, and a $217,000 increase in the transfer from the Department of Education
for the Colorado Vocationa Act.

Auraria Higher Education Center

Established by statute in 1974, the Auraria Higher Education Center is governed by a Board of
Directors who oversee the centralized operations of the Auraria Higher Education Center complex
located in Denver. The Center houses and provides common services to the Community College of
Denver, Metropolitan State College of Denver, and the University of Colorado at Denver. The
sources of cash funds and cash funds exempt are payments by the schools located on the Auraria
campus.

GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

SB 03-258 $0 $50,000 $17,553,070 $0 $17,603,070 211.0
TOTAL $0 $50,000 $17,553,070 $0 $17,603,070 211.0
FY 2004-05 Appropriation:

HB 04-1422 $0 $50,000 $14,333,380 $0 $14,383,380  128.3
TOTAL $0 $50,000 $14,333,380 $0 $14,383,380  128.3
Increase/(Decr ease) $0 $0 ($3,219,690) $0 ($3,219,690) (82.7)
Percentage Change n/a 0.0% -18.3% n/a -18.3% -39.2%

FTE Changes. TheFTE for thehigher educationinstitutionsareincluded for informational purposes.
Each governing board retains control over the number of employees hired. The updated staffing
estimatesfor each governing board reflect changesin hiring practicesasaresult of budget reductions
since FY 2001-02 and shifting enrollment patterns.
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Cash FundsExempt Changes: T he cash fundsexempt appropriation reflectsthe maximum estimated
payments from the three institutions that share the campus.

Council on the Arts

The Council on the Arts provides grants to support and encourage development of the arts; offers
technical assistance to artists and arts organizations, and administers the Art in Public Places
Program, which uses apercentage of state capital construction dollarsto beautify state buildings and
grounds. The source of cash funds exempt isgifts. Federal funds are from the National Endowment
for the Arts.

GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

SB 03-258 $100,000 $0 $0 $100,000 $200,000 1.0
SB 03-282 0 0 100,000 100,000 200,000 10
TOTAL $100,000 $0 $100,000 $200,000 $400,000 20
FY 2004-05 Appropriation:

HB 04-1422 $500,000 $0 $16,000 $600,000 $1,116,000 20
TOTAL $500,000 $0 $16,000 $600,000 $1,116,000 20
I ncr ease/(Decr ease) $400,000 $0 ($84,000) $400,000 $716,000 0.0
Percentage Change 400.0% n/a -84.0% 200.0% 179.0%  0.0%

General Fund Changes. The increase in General Fund will provide state matching funds for
$600,000 in federal grants.

Cash Funds Exempt Changes. The cash fundsexempt decreaseisattributableto the end of one-time
support for the arts from tobacco fundsin FY 2003-04.

Federal Fund Changes. Theincreaseinanticipated federal fundsisbased on estimated revenueswith
a General Fund contribution of $500,000.

State Historical Society

The State Historical Society, founded in 1879, is an educational institution of the State and acts as
trustee for the State in collecting, preserving, exhibiting and interpreting collections and properties
of state historical significance. The Society maintains museums and historical sites throughout
Colorado and provides assistance to local and regional historical societies and museums. It aso
distributes gaming revenue to gaming cities and through a state-wide grant program for historic
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preservation. The primary source of cash funds is museum fees and gift shop revenues. The main
source of cash funds exempt is gaming revenue.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $10,000 $1,994,125 $27,859,001 $950,000 $30,813,126  127.4
HB 04-1321 0 0 100,000 0 100,000 0.0
TOTAL $10,000 $1,994,125 $27,959,001 $950,000 $30,913,126  127.4
FY 2004-05 Appropriation:
HB 04-1422 $10,000 $1,992,726 $27,530,892 $948,540 $30,482,158 1274
TOTAL $10,000 $1,992,726 $27,530,892 $948,540 $30,482,158 127.4
I ncr ease/(Decr ease) $0 ($1,399) ($428,109) (%$1,460) ($430,968) 0.0
Percentage Change 0.0% -0.1% -1.5% -0.2% -14%  0.0%
FTE Detail FY 2003-04 FY 2004-05
Administration 89.9 89.9
Sponsored and Auxiliary 19.5 19.5
Historic Preservation Grant Program 18.0 18.0
127.4 127.4

Cash Funds Changes: The slight decrease in cash funds is based on application of common policies
for base reductions applied to salaries for employees paid from contracts, museum shop sales, and
other miscellaneous sources.

Cash Funds Exempt Changes. The decrease in cash funds exempt reflectslower estimates of limited

gaming revenues deposited in the State Historical Fund compared to the estimates used for the FY
2003-04 appropriation.
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Recent L egisation

2003 Session Bills

S.B. 03-19: Reduceby $10,589 the Tobacco and Substance Abuse Related Research Grant Program
administered by the Regents of the University of Colorado. When combined with the impact of S.B.
03-282 (which transfers al of Higher Education’s tobacco funds to the General Fund), this would
result in a negative appropriation from this source for the Department. Thus, the appropriations
clauses of both hills cannot be fully implemented. Since the effective date of S.B. 03-19 islater than
the effective date of S.B. 03-282, the cash funds exempt impact of S.B. 03-19 on the Department of
Higher Education is shown in thisreport as $0. For more information, refer to the bill description
in the Department of Public Health and Environment.

S.B. 03-170: Allows appropriations for Fort Lewis College and Metropolitan State College of
Denver to be made directly to theinstitutions starting in FY 2002-03, one year earlier than originally
called for by H.B. 02-1419 and H.B. 02-1165, in order to better reflect historic base funding.

S.B. 03-189: Clarifiesthat the cash funds appropriation for higher education acts as a cap on gross
tuition revenue, including financial aid and scholarships used to pay tuition. Also, adjusts
appropriationsto reflect grosstuition. Thisreturns the accounting for tuition in the Long Bill to the
method used prior to FY 2002-03.

S.B. 03-190: Transfers a total of $39.5 million of payments the State receives pursuant to the
Tobacco Settlement Agreement into the General Fund for FY 2002-03, including $4,918,729 cash
fundsexempt fromthe Tobacco and Substance Abuse Related Research Grant Program administered
by the Regents of the University of Colorado. For more information, refer to the bill descriptionin
the Department of Public Health and Environment.

S.B. 03-191: AugmentsGeneral Fund revenuesfor FY 2002-03with $213.6 millionintransfersfrom
various cash funds, including $886,189 from the Advanced Technology Fund. For acomplete list
of transfers authorized by the act, see the table beginning on page 93 of the FY 2003-04
Appropriations Report.

S.B. 03-193: Refinances General Fund appropriationsfor the Historical Society with limited gaming
funds deposited in the State Historical Fund.

S.B. 03-197: Reducespersonal serviceshy $23,139,192 General Fund, which represents anticipated

June payroll (FY 2002-03) to be delayed until July (FY 2003-04). For moreinformation, refer to the
bill description in the Department of Personnel and Administration.
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S.B. 03-198: Transfers $314,670 to the General Fund from funding earmarked for the Technology
Learning Grant and Revolving Loan Program in the Department of Higher Education. The bill also
repeals the program 30 days after the effective date of the hill.

S.B. 03-204: Supplemental appropriation to the Department of Higher Education to modify the
appropriation included in the FY 2002-03 Long Bill.

S.B. 03-258: Genera appropriationsact for FY 2003-04. Includes supplemental adjustmentsto the
FY 2002-03 Long Bill.

S.B. 03-273: Eliminates the salary survey appropriation for FY 2003-04. For more information,
refer to the bill description in the Department of Personnel and Administration.

S.B.03-282: Transfersatota of $27.3 million fromthe balanceinthe Tobacco Litigation Settlement
Cash Fund into the General Fund for FY 2002-03. For the Department of Higher Education for FY
2003-04 the hill reduces the appropriation to the Regents of the University of Colorado for the
Tobacco and Substance Abuse Related Research Grant Program by $7,899,440 cash funds exempt,
and appropriates $100,000 of tobacco settlement payment funds for the Council on the Arts. The
Department anticipates receiving $100,000 in federal funds as a result of the appropriation for the
Council onthe Arts. For more information, refer to the bill description in the Department of Public
Health and Environment.

S.B. 03-308: Changes the alowable uses of the Advanced Technology Fund to include
biotechnology and other advanced technology projects or environmental research, research and
development, and technology transfer. Specifies that no less than 20 percent of moneys in the
Advanced Technology Fund must be used for the original purpose of waste diversion and recycling
strategies, including projects involving waste tires.

H.B. 03-1093: Repeals the Board of Trustees of the State Colleges in Colorado and establishes
separate governing boardsfor Adams State College, Mesa State College, and Western State College.

H.B. 03-1256: Authorizes the Board of Regents of the University of Colorado to enter lease-
purchase agreementsto finance the construction of academic buildings at the University of Colorado
Health Sciences Center (UCHSC) Fitzsmons campus. The lease-purchase agreements may be for
terms of up to twenty-five years, and may not exceed atotal value of $202,876,109, plus reasonable
administrative, monitoring, and closing costs and interest; annual aggregate rentals may not exceed
$15.1 million. Specifically, the bill authorizeslease-purchase agreementsfor: Education Facility | B;
Education Facility 11; Library at Fitzamons, Academic Office Complex; Environmental Health and
Safety I1; Facility Support; and, Education Bridge.

Requires UCHSC to enter an agreement with a third-party master developer by June 30, 2006, to
dispose of the real estate interests of the University at Ninth Avenue and Colorado Boulevard. The
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first $15 million of net proceeds from the property shall be deposited in the General Fund, and
thereafter 50 percent isto be deposited in the General Fund and 50 percent retained by the University
of Colorado for development of the Fitzsmons campus.

Requiresthat eight percent of moneysreceived fromthe Tobacco Master Settlement Agreement, up
to $8.0 million, be appropriated annually to the Fitzsimons Trust Fund. Expandsthe allowable uses
of the Fitzsmons Trust Fund to include making payments on any lease-purchase agreement.

Authorizes the Department of Corrections to enter into a lease-purchase agreement for a high-
custody correctional facility. The lease-purchase agreement may be for aterm of up to fifteen years,
and may not exceed a total value of $102.8 million, plus necessary administrative, monitoring,
interest, and closing costs.

H.B. 03-1316: Altersthe manner in which group benefit plans coverage is calculated for Health,
Life, and Dental appropriations. For moreinformation, refer to the bill descriptionin the Department
of Personnel and Administration.

2004 Session Bills

S.B. 04-007: Delegates authority from the Department of Personnel and Administration to higher
educationinstitutionsto make decisions about exempting positionsfromthe state classified personnel
system.

S.B. 04-189: Replaces subsidies for higher education institutions with stipends for students and fee
for service contractsbeginningin FY 2005-06. Authorizesgoverning boardsto designateinstitutions
that receive less than 10 percent of their revenue from state and local grants as enterprises under
TABOR beginningin FY 2004-05. Requires schoolsto set aside 20 percent of any increasein tuition
rates above inflation for financial aid. Reduces General Fund appropriations and increases tuition
appropriations for the University of Colorado by $4.5 million, dependent on the ingtitution being
designated as an enterprise in FY 2004-05.

S.B. 04-252: Allows governing boards of state institutions designated as enterprises to pledge up
to 10 percent of tuition revenues and revenues from a facilities congtruction fee toward the
advancement of funds on behalf of capital projects at an institution. In the event of acivil action or
court order staying the implementation of S.B. 04-189, the hill authorizes governing boards to
designate schools that receive less than 10 percent of their revenue from state and local grants as
enterprises under TABOR. If the University of Colorado is designated as an enterprise pursuant to
S.B. 04-252, reduces General Fund appropriationsand increasestuition appropriationsfor the school
by $4.5 million. Either the changesto the University of Colorado's appropriation in S.B. 04-189 will
take effect, or the changesin S.B. 04-252 will take effect, but not both.
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H.B. 04-1006: Expands the conditions under which a dependent of a member of the United States
armed forcesqualifiesto pay in-statetuitionrates. Thebill doesnot include an appropriations clause,
but the fiscal note projected a $405,334 decline in tuition revenue to higher education institutions.

H.B.04-1009: Authorizes higher education institutions and the Colorado Commission on Higher
Education to exempt themselves from the state motor vehicle fleet system, the Division of Risk
Management, and the state procurement code as administered by the Department of Personnel and
Administration. The fiscal impact will depend on which institutions exempt themselves from which
programs.

H.B. 04-1039: Expandsthe teacher loan forgiveness pilot programto teachersnot in their first year
of teaching, so long as the teacher contracts for a qualified position between June 2004 and July
2006. The fiscal note projects an increase of $131,875 in expenditures by Collegel nvest from the
borrower benefits program.

H.B. 04-1086: Requiresthe Community College Board to reduce administrative costs by 35 percent
inFY 2004-05. Stipulateshow the cost savingswill be applied for information technology and other
purposes with specific implementation dates. Requires the Board to develop a master plan for the
use, development, or sale of thereal property at the Lowry campus, except that used by the Aurora
and Denver community colleges, by June 30, 2005. Authorizesthe Board to enter an agreement with
athird party to carry out the plan. Allows net proceeds from the disposition to be maintained by the
Board for capital construction-related projects of the system office of colleges.

H.B. 04-1166: Expandsfrom 50 percent to 100 percent the amount of moneys appropriated that the
Community College Board may transfer fromthe Colorado Customized Job Training programto the
Colorado Existing Industries Training Program.

H.B. 04-1321: Supplemental appropriation to the Department of Higher Education to modify the
appropriation included in the FY 2003-04 Long Bill.

H.B. 04-1331: Supplemental appropriation to the Department of Public Health and Environment,
which includes adjustments to appropriations from tobacco funds in the Department of Higher
Education.

H.B. 04-1347: Creates anew priority for financial aid programsto first fund tuition assistance for
members of the Colorado National Guard up to a total of $650,000. Reduces General Fund for
financia aid programs by $410,207, and appropriates this amount in the Department of Higher
Education for tuition assistance for members of the Colorado National Guard. Appropriates
$410,207 cash funds exempt to the Department of Military Affairs to reflect a transfer from the
Department of Higher Education for tuition assistance to members of the Colorado National Guard.
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H.B. 04-1350: Changes the name of the Colorado Student Obligation Bond Authority to
Collegel nvest, allows Collegel nvest to make loansto nonresidents, and makes other changesto the
operations of the enterprise.

H.B. 04-1381: Allows Black Hawk, Central City, and Cripple Creek to make preservation grants
fromthe State Historical Fund in excess of $100,000 for a single property under certain conditions.

H.B. 04-1422: Genera appropriations act for FY 2004-05.

H.B. 04-1454: Second supplemental appropriationto the Department of Higher Educationto modify
the appropriation included in the FY 2003-04 Long Bill.
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DEPARTMENT OF HUMAN SERVICES

The Department of Human Services (DHS) is charged with the administration and supervision of all
non-medical public assistance and welfare activities of the State, including assistance payments, food
stamps, child welfare services, rehabilitation programs, alcohol and drug treatment programs, and
programs for the aging. The Department is also responsible for inspecting and licensing child care
facilities and for the care and treatment of the state's dependent citizens who are mentaly ill,
developmentally disabled, or who are juvenile offenders. The Department operates two Mentd
Hedlth Institutes, three Regional Centers for the developmentally disabled, and ten institutions for
juveniledelinquents. TheDepartment also providesfunding for nonprofit Community Mental Health
Centersand Community Centered Boardsfor the Developmentally Disabled, supervisesmanaged care
contracts for Medicaid mental health services, and contracts for the supervision and treatment of
delinquent juveniles.

Department Budget: Recent Actual Expenditures and Appropriations

FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05

Funding Sour ce Actual Actual Approp. Approp.

General Fund $489,631,140 $472,405,155 $458,601,429 $465,503,517
Cash Funds 71,374,658 84,327,303 85,815,234 88,177,547
Cash Funds Exempt 776,769,849 739,204,008 790,839,266 611,896,853
Federal Funds 409,717,988 448,709,153 515,404,093 500,114,343
Total Funds $1,747,493,635 $1,744,645,619 $1,850,660,022 $1,665,692,260
Full Time Equiv. Staff 4,679.8 4,395.4 4,514.4 4,527.7

FY 2004-05 Budget Changes

Note: The Department of Human Services administers a number of programs that receive funding
fromMedicaid dollars. For most programs, the state must contribute adesignated amount of General
Fund (a"match") in order to receive Medicaid dollars. The Department of Health Care Policy and
Financing (HCPF) isthe single state agency to receive Medicaid dollarsfromthe federal government.
Therefore, the General Assembly appropriates the necessary amount of General Fund to HCPF for
DHS Medicaid-funded programs. The HCPF uses that General Fund to collect Medicaid federa
funds, and thentransfersthe combined General Fund and corresponding federal fundsto DHSto pay
for itsprograms. Funds appropriated in one department and transferred to another are shown inthe
receiving department as cash funds exempt. Periodically, throughout the Human Services section of
thisreport, theterm "net General Fund" is used to convey the total amount of General Fund change
to a specific area. "Net General Fund" is the sum of the General Fund appropriated directly to the
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Department of Human Services and the General Fund that has been appropriated to HCPF to fund
DHS Medicaid-funded programs.

Significant changesin appropriationsfor FY 2004-05 comparedto FY 2003-04 includethefollowing:
Executive Director's Office

a Add $8.3 million, including $4.0 million net General Fund, for salary survey, performance-
based pay, and state contributions to health, life, and dental insurance for the department;

a Anincrease of $2.6 million, including $1.7 million net General Fund, associated withworkers
compensation costs;

a A net decrease of $1.3 million, including $888,000 net General Fund and 16.9 FTE,
associated with base reductions to the Office of Performance Improvement and the
Department's budget office;

a Reducefunding to therisk management and property funds by $427,000, including $294,000
net General Fund, pursuant to statewide policy;

a A transfer of $270,000 cash fundsand 5.0 FTE from the Division of Child Welfare to reflect
the transfer of staff responsible for conducting background screenings using records and

reports of child abuse or neglect and for administrative functions related to associated
appeals;

Office of Information Technology Services

a Eliminate $1.7 million, including $893,000 Genera Fund, in funding to legacy systems
affected by theroll-out of the Colorado Benefits Management System, including the Client-
Oriented Information Network and the Food Stamp Information System;

Office of Operations

a A reduction of $375,000 General Fund for personal servicesto assist in balancing the state
budget;

County Administration
a Reduce county contingency funding by $3.7 million General Fund (25.0 percent);

a A $1,249,000 cash fundsexempt decreaseintheamount anticipated to beavailablefor county
incentive payments for child support collection efforts, and a $1,659,000 cash funds exempt
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decrease in the anticipated county share of "offsetting revenues' (primarily child support
collections available to fund the costs of the Colorado Works Program);

Division of Child Welfare

O

O

O

Anincrease of $6.9 million, including $3.1 million net General Fund, for anticipated caseload
inCcreases,

An increase of $4.1 million cash funds exempt, derived from excess federa Title IV-E
reimbursements, pursuant to H.B. 04-1414;

A $494,000 decrease in General Fund appropriationsfor the Expedited Permanency Planning
Project, consistent with the implementation schedule;

A transfer of $270,000 cash fundsto the Executive Director's Office, dong with 5.0 FTE who
are responsible for conducting background screenings using records and reports of child
abuse or neglect and for administrative functions related to associated appeals,

The elimination of $198,000 cash funds and 2.1 FTE who were responsible for functions
associated with the Central Registry of Child Protection, whichwasrepealed pursuant to H.B.
04-1211;

Anincrease of 2.0 FTE to alow the Department to convert contract staff responsible for
working with county and court staff to appropriately claimand earnfederal TitlelV-E funds;

Division of Child Care

a An increase of $1.0 million federal funds for the Child Care Assistance Program;

a An increase of $799,000 cash funds exempt to better reflect the actual county share of
administrative costs associated with the Child Care Assistance Program;

a An increase of $253,000 federal funds for the Department to develop a new automated
system to support child care licensing functions;

Office of Self Sufficiency

a The elimination of a $19.8 million one-time appropriation from the federal Temporary

Assistance for Needy Families (TANF) bonus related to a reduction in Colorado's out-of-
wedlock birth rate;
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An increase of $1,249,000 General Fund for the Works Program to offset a $1,249,000
decrease in cash funds exempt revenues, thereby ensuring that state and local expenditures
meet the minimum federal maintenance of effort requirement for TANF programs,

The elimination of $84,000 federal funds and 1.0 FTE for the Works Program Community
Resource Investment Liaison line item;

Anincrease of 2.0 FTE inthe appropriation for the Low-income Energy Assistance Program
and a corresponding decrease in personal services funding by $78,500 to reflect conversion
of contract servicesto state employees,

Mental Health and Alcohol and Drug Abuse Services

O

O

O

An increase of $1.2 million General Fund associated with decreases in patient revenues
applied at the mental health institutes;

An increase of $1.0 million General Fund for community mental health servicesto serve an
additional 435 severely mentally ill medically indigent clients;

Anincrease of $0.5 million General Fund and 10.9 FTE associated with annuaization of FY
2003-04 staffing increases at the mental health institutes,

Anincrease of $0.3 million cash fundsfor prevention servicesinthe Alcohol and Drug Abuse
Division;

A reduction of $0.9 million General Fund in detoxification and treatment services in the
Alcohol and Drug Abuse Division,

A reduction of $100,000 Genera Fund associated with the application of a 0.2 percent
personal services base reduction at the mental health institutes;

Services for People with Disabilities

O

Anincrease of $1.4 million cash funds exempt (primarily Medicaid cash funds) for adecision
item to provide 36 new community resources for youth with developmental disabilities
trangitioning from foster care to the developmental disability system;

Anincrease of $1.0 million cash funds exempt for federally-matched local program costs, due
to anticipated increasesin local cash exempt funds and matching federal Medicaid fundsused
to serve persons with developmental disahilities,

A reduction of $124,000 General Fund and $300,000 Medicaid cash funds exempt in
miscellaneous developmental disability program costs (including staff training, and consumer
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employment incentives, among others) to help offset costs of new community resources for
persons with developmental disabilities;

A reduction of 24.2 FTE appropriated to the Division of Vocational Rehahilitation to more
accurately reflect the impact of General Fund reductionstaken in FY 2002-03 and FY 2003-
04;

The reclassification of $1.2 million in Division of Vocational Rehabilitation program costs
from cash fundsto cash funds exempt, based on changesin how fundsfor the School to Work
Alliance Program (SWAP) will be managed,;

Adult Assistance Programs

O

O

O

Anincrease of $4.3 million General Fund to the Aid to the Needy Disabled State Supplement
programto meet federal Supplemental Security |ncome maintenance-of-effort requirements;

An increase of $2.1 million cash funds for caseload growth and rising average paymentsin
the Old Age Pension (OAP) program;

A decrease of $1.5 million General Fund for the Older Coloradans Program;

Division of Youth Corrections (DYC)

O

O

A base reduction of $1.0 million General Fund for S.B. 91-94 programs,

A reduction of $682,000 Genera Fund attributable to savings from converting contract
commitment beds to state-operated commitment beds on the Mount View campus and the
Lookout Mountain campus,

A base reduction of $491,000 General Fund attributable to contract placements. This
reduction was used to fund juvenile intensive supervision probation;

Anincreaseof $2.0 million General Fund increaseattributableto increasesinthe commitment
population and to restore base reductions for contract placements for committed youths,

Anincrease of $275,000 General Fund to fund client managers and juvenile parole officers;

An increase of $136,000 General Fund attributable to an increase in the parole population;
and

An increase of $43,000 General Fund attributable to an increase in medical expenses based
on caseload increases in the juvenile commitment population.
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General Factors Driving the Budget

Funding for this department consists of approximately 25.0 percent General Fund, 5.0 percent cash
funds, 43.0 percent cash funds exempt, and 27.0 percent federal funds. Some of the most important
factors driving the budget are reviewed below.

Salary Survey Awards

Eachyear the Executive Director's Office requests salary increasesfor itsemployeesbased onasaary
survey of comparable positions in the private sector. In FY 2003-04, the Department salary survey
awards were delayed pursuant to S.B. 03-273.

Community Provider Rate Increases

Some departments of state government contract with community providersto provide services of the
State to dligible clients. To ensure that community provider arrangements are viable over the long
term, the General Assembly has generally awarded annual inflationary increases, also known as cost
of living adjustments (COLAS) for community provider programs. The rate increases awarded to
providers each year are determined by the Joint Budget Committee in a"common policy" decision.
The provider rateincrease policy isthen applied to each program operated by community providers.
In the Department of Human Services, the following programs would receive community provider
rate increases in a normal year: county administration, child welfare, mental health community
programs, developmental disability services, vocational rehabilitation and community programs in
youth corrections. Due to the revenue shortfall, no COLAs were provided to community providers
for FY 2004-05.

Major Information System Projects

For the past several years, the General Assembly has provided significant funding to the Department
of Human Services for three mgjor information system projects that are used by staff at the
Department and at county departments of social services to administer various social service
programs. The budgets for the County Financial Management System, which tracks county
expendituresfor varioussocia service programs, and for the Colorado Trails System, which provides
case management and tracking for county child welfare staff and the Division of Y outh Corrections,
now require only ongoing maintenance funding.

The Colorado Benefits Management System (CBMYS) is expected to become operational during FY
2004-05. This system will replace multiple systems used by county staff to determine dligibility for
financial, medical, and food stamp benefits. The table below reflects the appropriations to date for
the planning and development of the system, including capital construction appropriations. In
addition to the costs below, there will be additional costsin FY 2004-05 due to the shutdown of the
legacy systems CBMS replaces (the Client-Oriented Information Network, the Food Stamps
Information System, and the Colorado Automated Client Tracking System). The shutdown is
expected to last six monthsand will end in December 2004. Thetotal appropriation for the shutdown
is $499,983, including $126,300 General Fund.
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Colorado Benefits M anagement System Appropriations

FY 96-97 through FY 03-04 FY 04-05 TOTAL
Capital* $69,447,784 $0 $69,447,784
Operating* 65,736,321 15,267,749 81,004,070
Tota 135,184,105 15,267,749 150,451,854

General Fund Share 42,412,444 5,168,515 47,580,959

*Includes appropriations to the Department of Health Care Policy and Financing; does not include double-counting
associated with funds transfers between departments.

Child Welfare Services

County departments of human services are required to investigate reports of intra-familial abuse or
neglect of a child, third-party abuse or neglect by persons under age ten, and institutional abuse of
achild. Following an investigation, a county isrequired to provide necessary and appropriate child
welfare services to the child and the family. If the court determines that a child's removal from the
home is necessary and in the best interests of the child and the community, the court may place the
child inthe legal custody of the county department for placement in afoster care home or child care
facility. Appropriations related to child welfare programs ($364.2 million for FY 2004-05) consist
of 49 percent state funds, 36 percent federal funds, and 15 percent county funds and other cash fund
sources. Of the total amount appropriated, over 97 percent is allocated to county departments of
human services for the provision of child welfare services.

While approximately one-third of child welfare funding is expended for county staff and
administrative costs, 60 percent ispaid directly to families and providers who care for children who
have been removed fromtheir homes. The costs of out-of-home care increased significantly -- more
than doubling -- from FY 1993-94 to FY 1996-97. These cost increases were driven by growth in
both the average number of children receiving care and the average monthly payment for such care.
Largely inresponseto these cost increases, the General Assembly adopted legidation in 1997 to cap
the State's reimbursement to counties for the cost of providing child welfare services. Thishill also
authorized counties to use capped allocation moneys without category restriction and to negotiate
rates, services, and outcomes with providers. Thus, counties now receive a"block grant” to cover
the costs of out-of-home care, subsidized adoptions, and child welfare-related administrative
functions.

From FY 1997-98 through FY 2003-04, the total amount appropriated for countiesto provide child
welfare services (including out-of-home care) increased an average of 4.8 percent per year. Despite
theseincreases, county child welfare expenditures have exceeded the annual appropriation for thelast
four fiscal years.
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State Fiscal Y ear

97-98 98-99 99-00 00-01 01-02 02-03 03-04 04-05

Appropriation for Child Welfare
Services line item ($ millions) $217.2  $232.8 $241.2 $263.1 $2809 $289.9 $297.1  $302.0

Percent Change 7.2% 3.6% 9.1% 6.8% 3.2% 2.5% 1.6%

Shortfall: County Expenditures In
Excess of Appropriation
($ millions) $0.0 $0.0 $20.6 $21.4 $33.4 $24.4 n/a n‘a

12.4% 8.8%

Shortfall / Capped Allocations 0.0% 0.0%

Note: For purposes of providing comparable information, the FY 2002-03 appropriation excludes adjustments
associated with the change in Medicaid accruals.

The Mental Health Institutes

Costs at the state'stwo Mental Hedlth Institutes (Fort Logan and Pueblo) have been drivenin recent
yearsby two opposing trends: (1) reductionsin beds; and (2) demandsfor increased staffing intensity
for the remaining beds. Beginning in the mid-1990s, as the Mental Health Assessment and Service
Agency (MHASA) took greater control of Medicaid funding, demand for bed space at the state'stwo
mental health institutes began to decline. The decline in beds has been greatest on child and
adolescent beds, since most of these beds are funded by Medicaid. Between FY 1994-95 and FY
2002-03, 144 child and adolescent acute treatment beds were eliminated due to insufficient demand,
including 18 eliminated in FY 2002-03. Although most adult beds are excluded under Medicaid and
aretherefore directly supported by General Fund, changesin service patterns and decline in demand
also led to elimination of 40 adult bedsin FY 1995-96.

More recent reductions in adult beds have been driven by budget constraints and studies indicating
that asignificant portion of persons served in the institutes could be effectively served in community
placements. During FY 2002-03, 59 adult acute treatment beds were closed, with funding provided
for community aternatives. Inaddition, tentreatment bedsfor persons dually diagnosed with mental
illness and substance abuse were closed due to budget constraints. Asof July 1, 2004, the institutes
have 611 beds, including 278 forensics beds; 178 adult, 65 geriatric and 50 youth civil commitment
beds, a 20-bed youth residential treatment center; and a 20-bed general hospital.

While the overall number of beds at the institutes has shrunk, there has been an increase in staffing
needs associated with patient severity and patient management techniques (reduced use of seclusion
and restraint). Staffing was increased by 58.2 FTE in FY 2001-02, 53.2 FTE in FY 2002-03, and
20.7 FTEInFY 2003-04 (associated with the settlement of alawsuit on the forensics units and other
factors) and 10.9 FTE in FY 2004-05 which annualized the partial year increases made in FY 2003-
04. Suchincreases have been offset by staffing reductions associated with bed closures. Theaverage
annual cost per bed at the mental health instituteswas $147,120 in 2003, including costs associated
with physical plant operations and central administration.
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FY 99-00 FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY 04-05
Actual Actual Actual Actual Approp.* Approp.*

Institute Budget $74,647,222  $76,076,161 $80,538,488  $79,762,631 $80,364,881  $80,738,596

FTE 1,2735 1,268.0 1,316.6 1,286.4 1,235.3 1,246.2
Ft. Logan

Avg. Daily Census 198 196 188 171 135 143
Pueblo

Avg. Daily Census 510 502 494 439 391 395
Total

Avg. Daily Census* 708 697 682 610 527 539

*Census based on data through April 2004; projections adjusted for bed closures.

Developmental Disability Services

The State funds residential and family support services for persons with developmental disabilities
who are unable to care for themselves without assistance. Most of these services are provided
through contracts with 20 local non-profit agencies known as community centered boards (CCBSs).
Thedemand for state-funded services hasgrown significantly over time, reflecting the aging of family
memberswho care for personswith disabilities and state population growth. Service costs have also
risen over time based on inflation. The General Assembly has responded to the increase in demand
for services and funding, taking into consideration statewide revenue and spending constraints.

The State hashad discretion over the growth of programsfor personswith developmental disabilities,
based on state and federal law. The vast mgjority of services are funded through federal Medicaid
waiversfor homeand community based services. These Medicaid waiversenablethe state to support
servicesfor personswith developmental disabilitiesusing M edicaid fundsthat originate as 50 percent
state General Fund and 50 percent federal funds. However, they differ from other parts of the
Medicaid programin that the State may limit the total number of program participants. Asaresult,
there are waiting lists for services.

Themajority of funding provided isfor residential servicesfor adultswith developmental disabilities.
The table below reflects, for FY 2004-05, the total number of participant resources' funded,
associated dollars, average cost per participant resource, and waiting list per resourcefor community
programs for persons with disabilities. Thefirst three programs are funded primarily or entirely by
Medicaid. Family Support Services are funded entirely with state General Fund and Early
Intervention primarily by state General Fund.

L A program "resource” is the funding required to provide services to an individual for a year.
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Adult and Children's Community FY 04-05 # Resour ces Avg. Cost Waiting list
Programs:? Funding Funded per Mar ch 20043
(millions) June 2005 Resour ce
Adult Comprehensive Services $200,178,721 3,597 $55,913 899
Adult Supported Living Services $54,300,846 3,477 $15,637 1,581
Children's Extensive Support $4,151,613 212 $19,485 139
Family Support Services $3,786,118 1,176 $3,220 4,088
Early Intervention $8,384,532 1,459 $5,747 *x
Tota $270,801,830 9,921 n/a

'Does not include 403 adult residential resources at the regional centers, services for children with devel opmental
disahilitiesresidingin out-of-homeplacement who are served through thechild wel faresystem, | ocal ly-generated funds
and associated federal match except wherelocal amounts are used to match state moneys, or state funding for various
"gpecial purpose” activities.

>Needed by the end of FY 2004-05.

“The quality of waiting list datain this category is currently too poor to be included.

Thetable below reflectsthe overall growth in state funding for community services for personswith
developmental disahilities.

State Funding -- Community Servicesfor Personswith Developmental Disabilities

Adult and Children's FY 99-00 FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY 04-05
Community Programs: Approp. Approp. Approp. Approp.* Approp. Approp.

Total Funding
($ millions) $224.9 $239.3 $260.7 $273.0 $271.3 $272.0

Total Funding Change
($ millions) n/a $14.4 $21.4 $12.3 ($1.7) $0.7

n/a 6.4% 8.9% 4.7% -0.6% 0.3%

Percent Change

*Amount shown for FY 2002-03 does not include a reduction of $6.7 million in one time savings associated with a
switch from accrual to cash accounting for the Medicaid program. This accounting change provided savings for
accounting purposes but did not affect programs.

Asshowninthetable above, funding for community-based programsfor personswith developmental
disabilitiesincreased substantially each year through FY 2002-03. Theincreases shown were driven
primarily by increases in the number of adult residential resources funded as well as rate increases
provided to assist community providersin coping with payment levels that had not historicaly kept
up with service cost increases. Due to statewide budget constraints, funding dropped between FY
2002-03 and FY 2003-04. Reductions included the elimination of rate increases provided in FY
2002-03 and arate cut in the adult supported living services program, among other reductions.
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Increases in Number of Participants

The table below reflects the growth in the number of participant resources available for adults with
developmental disahbilities. Notethat: (1) Most new resources are initially funded for a part of year
and funding isthen annualized in the subsequent year to cover afull year of services. Thetable below
reflects the number of persons receiving services and the number of funded resources as of June of
eachyear. (2) Thecost of new resources added isoften considerably higher than the current average
cost of resource based on the anticipated severity levels of the new clients. Thus, for FY 2004-05,
the average cost for an existing adult comprehensive resources was $55,823, but new resources for
clients transitioning from foster care were added at an average cost of $77,368.

Adults Served
FY 99-00 FY 00-01 FY 01-02 FY 02-03 [[FY 02-03 FY 03-04 FY 04-05
#Served #Served #Served #Served [[#Funded #Funded # Funded
June June June June* June* June June

Adult Comprehensive
Resources** 3,070 3,134 3,371 3,496 3,551 3,561 3,597
Percent Change n/a 2.1% 7.6% 3.7% n/a 1.9% 1.0%
Adult Supported
Living Resources 3,465 3,474 3,529 3,598 3477 3477 3477
Percent Change n/a 0.3% 1.6% 2.0% n/a 0.0% 0.0%

*The number of persons actually receiving service may differ from the number of resources funded based on provider
decisions to serve additional numbers of persons with the same dollars (the case of supported living services) or
unanticipated placement del ays associated with new resources and resource turnover (the case of adult comprehensive
services in June 2002-03).

**Does not include 403 residential resources located at the state regional centers for the devel opmentally disabled.

Rate Increases

The table below reflects the impact of provider rate increases on the budget from FY 1999-00
through FY 2004-05. Provider rate increases were significant until statewide revenue constraintsled
ratesto bereturned to FY 2001-02 levelsin FY 2003-04. No increase was provided in FY 2004-05
due to budget constraints.
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Rate Increases

FY 99-00 FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY 04-05
Provider Rate Increase 2.0% 2.0% 2.5% 0.0% 0.0% 0.0%
Base Rate Increase 0.0% 0.0% 5.3% 2.0% -2.0% 0.0%

Total Impact on base of DD
Community Programs
($ millions)

($3.5)

Adult Assistance Programs

Old Age Pension Program

TheOld Age Pension (OAP) Program, authorized by the State Congtitution, provides cash assistance
to low-income individuals over the age of 59. The OAP Program is primarily funded through excise
taxes, revenuesthat are not utilized for the OAP Program "spill over" into the General Fund. Asthe
earmarked revenuesare" continuously appropriated"” by the State Constitution, the General Assembly
does not directly control program expenditures; the Long Bill simply reflects anticipated program
expenditures for informational purposes.

Old Age Pension FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY 04-05

Program Actual Actual Actual Appropriation  Appropriation
Total Non-Medical Costs* $53,547,783 $59,465,177 $59,515,177 $68,291,308 $71,380,186
Ages 60-64:
Avg. Number of Persons 6,886 6,223 6,880 5,344 4,985
Avg. Mo. Payment/Person $251.81 $280.11 $259.32 $290.25 $297.00
Age 65 and over:
Avg. Number of Persons 17,410 18,478 17,837 19,981 20,680
Avg. Mo. Payment/Person $132.50 $152.76 $138.72 $181.52 $191.15

*Total costsexcludethe Old Age Pension State Medical Program, which isadministered in the Department of Health
Care Policy and Financing and costs for implementation of the Colorado Benefits Management System.

Aid to the Needy Disabled -Colorado Supplement (AND-CS)

This program provides supplemental income to individuals receiving Supplemental Security Income
(SSI) payments, up to a maximum of $513 per month. The federal SSI program is an entitlement
program that provides financia assistance to persons with a disability that precludes them from
securing or retaining employment for at least 12 months. The AND-CS program is one of a number
of programsthat provide additional state assistanceto SSI recipients. The Stateissubject to afederal
maintenance of effort agreement with the Social Security Administration to provide at least as much
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assistance to SS| recipientsin each calendar year asit did in the previous calendar year. 1n calendar
2003, the state fell short of the required spending level by $4.3 million. Inorder to make up for that
shortfall (and to avoid potential federa sanctions if the shortfall is not made up), the AND-CS
appropriation isincreased from $1.6 million General Fund and cash funds exempt in FY 2003-04 to
$5.9 million in FY 2004-05. Those additional funds will be distributed to AND-CS recipientsin the
last six months of calendar year 2004 and will temporarily raise the maximum monthly payment to
$745.

Community Services for the Elderly

This divison administers federal Older Americans Act programs, which are available to individuals
who are age 60 or over and targeted to those who are homebound, frail or isolated, or have difficulty
with some aspects of daily living. In order to receive these federal funds, the state must provide a
minimum five percent match from the General Fund.

Historically, the General Assembly appropriated the minimum match amount; however, in FY 1999-
00, the General Fund match wasincreased to 8.75 percent. Thisincrease was part of aplan submitted
by the Department to increase the General Fund match from five percent to 20 percent over four
years in order to improve service levels for Colorado seniors. The Older Coloradans Cash Fund,
funded by adiversion of sales and use tax revenues, was created by H.B. 00-1072 and subsequently
modified by H.B. 01-1079, H.B. 02-1209 and S.B. 03-295. The ongoing funding of the Older
Coloradans Cash Fund, despite cuts in many other human services programs, demonstrates the
priority given senior services by past general assemblies. In FY 2003-04, the General Assembly
provided an additional $2.5 million General Fund for Older Coloradans programs. This increased
funding was prompted, in part, by concerns about the impact of the suspension of the homestead
exemption for senior homeowners. For FY 2004-05, General Fund support for senior serviceswas
reduced by $1.5 million. The table below summarizes state funding levelsfor community servicesfor
seniors. It does not include federal Older Americans Act grants.

FY 99-00 FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY 04-05

Actual Actual Actual Actual Approp Approp
General Fund $1,044,754 $1,567,873 $1,112,739 $1,311,292 $3,868,014 $2,373,769
Cash Funds 0 3,000,000 3,000,000 2,000,000 1,566,000 1,566,000
Total State Support $1,044,754 $4,567,873 $4,112,739 $3,311,292 $5,434,014 $3,939,769

Increasing Youth Corrections Populations

The Division of Y outh Corrections provides for the housing, treatment and education of juveniles
who are detained while awaiting adjudication (similar to adult jail), or committed for aperiod of time
as aresult of acriminal conviction (similar to adult prison). Also, the Division supervises juveniles
during amandatory parole following all commitment sentences. I ncreasesin the number of detained,
committed and paroled juvenilessignificantly impact funding requirements. Measurementsinthetable
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below are based on the average daily population (ADP) and the L egislative Council Staff population

projections.

FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY 04-05

Actual Actual Actual Prgjection Projection
Detention® 538.6 545.0 479.0 479.0
Percent Difference 1.8% 1.2% -12.1% 0.0%
Commitment 1,252.9 1,266.8 1,327.8 1,345.6 1,377.8
Percent Difference 1.1% 4.8% 1.3% 2.4%
Parole** 692.9 567.2 602.0 546.4
Percent Difference -3.9% -18.1% 6.1% -9.2%

* Senate Bill 03-286 capped the population at 479.0.
** Senate Bill 03-284 reduced the period of mandatory parole from 9 months to 6 months.

Summary of FY 2003-04 and FY 2004-05 Appropriations

Total Department Appropriations

GF CF CFE FF Total FTE
FY 2003-04 Total
Appropriation: $458,601,429 $85,815,234 $790,839,266 $515,404,093 $1,850,660,022 4,514.4
Breakdown of Total Appropriation by Administrative Section
Executive Director's
Office 15,849,275 521,723 7,246,383 6,366,224 29,983,605 134.6
Office of Information
Technology Services 18,356,752 1,285,381 10,395,508 17,575,286 47,612,927 151.1
Office of Operations 17,837,980 716,408 13,452,654 3,598,317 35,605,359 481.0
County Administration 27,664,281 0 26,642,920 12,679,368 66,986,569 0.0
Division of Child
Welfare 134,394,901 467,601 128,546,778 89,588,600 352,997,880 35.1
Division of Child Care 17,621,841 575,880 8,183,488 58,341,304 84,722,513 62.5
Office of Self Sufficiency 5,555,343 1,206,760 32,147,009 238,687,936 277,597,048 2775
Mental Health and
Alcohol and Drug Abuse
Services 91,123,199 3,895,223 221,494,073 45,898,838 362,411,333 1,303.4
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GF CF CFE FF Total FTE
Services for People with
Disabilities 24,792,601 4,937,685 311,775,237 28,045,742 369,551,265 1,179.9
Adult Assistance
Programs 11,149,919 72,119,147 19,476,015 13,343,914 116,088,995 131
Division of Youth
Corrections 94,255,337 89,426 11,479,201 1,278,564 107,102,528 876.2
Breakdown of Total Appropriation by Bill
SB 03-22 0 (20,750,000) 0 0  (10,750,000) 0.0
SB 03-258 468,194,510 94,029,359 772,712,598 492,021,562 1,826,958,029 4,516.3
SB 03-273 (5,835,897) (50,301) (2,530,585) (1,132,432) (9,549,215) 0.0
SB 03-282 0 0 1,451,354 0 1,451,354 0.0
SB 03-284 (384,574) 0 0 0 (384,574) 3.2
SB 03-286 (1,670,343) 0 0 0 (1,670,343) 0.0
SB 03-295 0 (500,000) 0 0 (500,000) 0.0
SB 03-299 0 (250,000) 0 0 (250,000) 0.0
HB 03-1292 0 0 728,000 0 728,000 0.0
HB 03-1316 (21,358) (117) (8,171) (4,050) (33,696) 0.0
HB 04-1265 0 0 (259,274) 0 (259,274) (2.3
HB 04-1322 770,401 3,425,603 7,638,213 24,503,324 36,337,541 3.6
HB 04-1422 (2,451,310) (89,310) 11,107,131 15,689 8,582,200 0.0
FY 2004-05 Total
Appropriation: $465,503,517 $88,177,547 $611,896,853  $500,114,343 $1,665,692,260 4,527.7
Breakdown of Total Appropriation by Administrative Section
Executive Director's
Office 21,648,085 1,117,265 12,991,137 7,986,734 43,743,221 123.7
Office of Information
Technology Services 17,242,453 1,307,774 6,425,078 17,179,363 42,154,668 144.3
Office of Operations 17,085,949 715,183 12,483,988 4,428,786 34,713,906 481.0
County Administration 23,974,507 0 23,734,579 12,679,368 60,388,454 0.0
Division of Child
Welfare 135,794,176 0 135,270,796 91,463,706 362,528,678 30.0
Division of Child Care 17,681,114 676,990 8,867,687 60,494,013 87,719,804 62.5
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GF CF CFE FF Total FTE

Office of Self Sufficiency 6,796,036 1,206,081 30,730,550 218,377,862 257,110,529 277.9

Mental Health and
Alcohol and Drug Abuse

Services 92,338,792 4,906,371 34,220,967 45,693,304 177,159,434  1,309.3
Services for People with

Disabilities 24,608,509 3,925,713 314,376,286 27,190,145 370,100,653 1,155.7
Adult Assistance

Programs 14,017,502 74,232,744 19,480,657 13,342,498 121,073,401 275

Division of Youth
Corrections 94,316,394 89,426 13,315,128 1,278,564 108,999,512 915.8

Breakdown of Total Appropriation by Bill

HB 04-1030 0 0 0 500,000 500,000 0.0
HB 04-1075 0 0 95,805 0 95,805 0.0
HB 04-1107 0 0 0 0 0 10
HB 04-1277 0 0 26,100 0 26,100 0.0
HB 04-1414 0 0 4,100,000 (4,100,000) 0 0.0
HB 04-1421 0 0 508,521 0 508,521 0.0
HB 04-1422 465,503,517 88,177,547 607,166,427 503,714,343 1,664,561,834 4,526.7
I ncrease/(Decr ease) $6,902,088 $2,362,313 ($178,942,413)  ($15,289,750) ($184,967,762) 133
Percentage Change 1.5% 2.8% -22.6% -3.0% -10.0% 0.3%

Detail of Appropriation by Administrative Section

Executive Director's Office

Thisofficeisresponsible for the management and administration of the Department, performing such
functions as budgeting, human resources, quality control, as well as some program supervision,
coordination, and evaluation. Thissectionincludescentrally appropriated lineitems, such asworkers
compensation, legal services, administrative law judge services, and payments related to risk
management. Inaddition, thisofficeincludesfunding for specific functionsincluding: (1) the Juvenile
Parole Board; (2) the Developmenta Disabilities Council; (3) child welfare-related training; (4)
funding for the state to comply with the federal Health Insurance Portability and Accountability Act
of 1996 (HIPAA); and (5) the child welfare administrative review unit, which performs case reviews
of children and youth who are placed in out-of-home residential care.
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Cash fund sources are primarily patient payments collected by the Mental Health Institutes, in
additionto other various sources. Cashfundsexempt sourcesinclude M edicaid cash fundstransferred
from the Department of Health Care Policy and Financing, patient payments collected by the Mental
Headlth Institutes, and other various sources. Federal fund sources include indirect cost recoveries,
the Temporary Assistance for Needy Families Block Grant, Section 110 vocational rehabilitation
funds, the Substance Abuse Prevention and Treatment Block Grant, and other various sources.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $21,802,839 $574,602 $9,811,616 $7,528,782 $39,717,839 134.6
SB 03-273 (5,835,897) (50,301) (2,530,585) (1,132,432) (9,549,215) 0.0
HB 03-1316 (21,358) (117) (8,171) (4,050) (33,696) 0.0
HB 04-1322 (96,309) (2,461) (26,477) (26,076) (151,323) 0.0
TOTAL $15,849,275 $521,723 $7,246,383 $6,366,224 $29,983,605 134.6
FY 2004-05 Appropriation:
HB 04-1422 $21,648,085 $1,117,265 $12,991,137 $7,986,734 $43,743,221 1237
TOTAL $21,648,085 $1,117,265 $12,991,137 $7,986,734 $43,743,221 123.7
I ncrease/(Decr ease) $5,798,810 $595,542 $5,744,754 $1,620,510 $13,759,616  (10.9)
Percentage Change 36.6% 114.1% 79.3% 25.5% 45.9% -8.1%
FTE Detail FY 2003-04 FY 2004-05
Executive Director's Office 44 44
Budget 11.0 7.0
Office of Performance Improvement 90.0 77.1
Child Welfare Administrative Review Unit 20.0 20.0
Devel opmental Disability Council 6.0 6.0
Records and Reports of Child Abuse or Neglect 0.0 5.0
Juvenile Parole Board 22 22
Health Insurance Portability and Accountability Act (HIPPA) 1.0 2.0
134.6 123.7
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FTE Changes. The FTE appropriation includes a net reduction of 10.9 FTE, resulting from: (1) a
reduction of 12.9 FTE in the Office of Performance Improvement; (2) an increase of 5.0 FTE
transferred from the Division of Child Welfare to reflect the transfer of staff responsible for
conducting background screenings using records and reports of child abuse or neglect and for
administrative functionsrelated to associated appeals; (3) adecrease of 4.0 FTE inthe budget office
of the division; (4) an increase of 2.0 FTE for compliance with Health Insurance Portability and
Accountability Act of 1996 (HIPAA) security rules; and (5) a decrease of 1.0 FTE associated with
HIPAA privacy rules.

General Fund Changes: The General Fund appropriation increase of $5.8 million is attributable to
thefollowing increases: (1) $3.3 million for health, life and dental insurance costs, salary survey, and
performance-based pay; (2) $1.8 million for compliance with HIPAA security rules; (3) $1.1 million
for workers compensation costs, and (4) $856,000 associated with increasesto the department's shift
pay. These increases are partially offset by Genera Fund decreases of $1.1 million due base
reductions in the Office of Performance Improvement and the personal services line of the Generd
Administration section of thedivision, and $277,000 for decreased paymentsto risk management and
property funds.

Cash Funds Changes: The increase in cash funds appropriation includes increases of: (1) $262,000
for health, life and dental insurance costs, salary survey, and performance-based pay; (2) $270,000
associated with the 5.0 FTE that were transferred from the Division of Child Welfare; and (3)
$51,000 associated with the department's shift pay. Theseincreasesare partially offset by areduction
of $71,000 due to base reductions in the Office of Performance | mprovement.

Cash Funds Exempt Changes. The increase in cash funds exempt includes increases of: (1) $3.3
million for health, life and dental insurance costs, salary survey, and performance-based pay; (2) $1.3
million for workers compensation costs; (3) $1.1 million associated with the department's shift pay;
and (4) $531,000 for compliance with HIPAA security rules. These increases are partially offset by
decreases of $398,000 due to base reductionsin the Office of Performance |mprovement and for the
HIPAA privacy officer, and $102,000 for payments to the risk management and property funds.

Federal Fund Changes: The $1.6 million increase in federal funds includes increases of: (1) $1.4
million for hedlth, life and dental insurance costs, salary survey, and performance-based pay; (2)
$152,000 for compliance with HIPAA security rules; and (3) $130,000 workers compensation cost
adjustments. These increases are partially offset by a decrease $49,000 due to reductions in the
Office of Performance |mprovement and adecrease of $45,000 for paymentsto risk management and
property funds.

Office of Information Technology Services

This section includes funding for expenses associated with departmental information systems,
including systemsthat support public benefits programs administered through the state's 64 counties
and other local entities. Appropriations in this section include personnel and operating funds that
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support information systems used by over 8,800 Department and county staff; development and
maintenance costs (software and hardware) for the Department's numerous information technology
systems, and purchase of services from the general government computer center. Collectively, the
data systems managed by this section process case management files for approximately 634,000
Colorado citizens. Major systems funded through this section of the budget include the Colorado
Benefits Management System, the Colorado Financial M anagement System, and the Colorado Trails
information system, among others. Because this section includes information systems that support
multiple program areas, there are multiple sources of cash funds, cash funds exempt, and federal
funds. The most important source of cash exempt fundsisMedicaid transferred from the Department
of Health Care Policy and Financing. Important sources of federal funds include Title IV-E of the
Socia Security Act and Temporary Assistance for Needy Families.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $17,950,806 $1,287,473 $6,322,241 $16,849,381 $42,409,901 1511
HB 04-1322 405,946 (2,092 4,073,267 725,905 5,203,026 0.0
TOTAL $18,356,752 $1,285,381 $10,395,508 $17,575,286 $47,612,927 1511
FY 2004-05 Appropriation:
HB 04-1422 $17,242,453 $1,307,774 $6,425,078 $17,179,363 $42,154,668  144.3
TOTAL $17,242,453 $1,307,774 $6,425,078 $17,179,363 $42,154,668  144.3
I ncrease/(Decr ease) ($1,114,299) $22,393 ($3,970,430) ($395,923) ($5,458,259) (6.8)
Percentage Change -6.1% 1.7% -38.2% -2.3% -11.5%  -4.5%
FTE Detail FY 2003-04 FY 2004-05
Management/General Support 82.2 82.2
Colorado Benefits Management System 215 36.1
Colorado Trails 23.0 23.0
Client-Oriented Information System 14.0 0.0
Food Stamp Information System 10.4 0.0
Legacy System Shutdown 0.0 3.0
151.1 144.3

PART Il

- 176 -

HUMAN SERVICES



FTE Changes: The reduction of 6.8 FTE is attributable to the roll-out of the Colorado Benefits
Management System (CBMYS), including the elimination of 14.0 FTE associated with the Client-
Oriented Information Network and 10.4 FTE associated with the Food Stamp Information System.
Thesereductionsare offset by increases of 14.6 FTE for CBMSand 3.0 FTE for the shutdown of the
legacy systems affected by CBM S implementation.

General Fund Changes. The $1.1 million decrease in General Fund is attributable to the following
reductions: (1) $893,000 for the elimination of legacy computer programs associated with the roll-
out of CBMS; (2) $236,000 in payments to the General Government Computing Center, consistent
with statewide policy; and (3) $186,000 for a refinance of the department's leases for computers.
These reductions are partially offset by the following increases. (1) $148,000 to upgrade the
operating system and chart of accounts for the County Financial Management System; (2) $51,000
to migrate off of System Network Architecture infrastructure; and (3) $10,000 for base reductions
to persona servicesline itemsin the Division.

Cash Funds Changes: The increase of $22,000 in the cash funds appropriation is primarily
attributable to a refinance of the department's leases for computers.

Cash Funds Exempt Changes. Thereduction inthe appropriation for cash funds exempt isprimarily
due to a decrease of $4.1 million in transfers from the Department of Health Care Policy and
Financing associated with one-time funding for data conversion related to CBM S implementation.
This decrease is partialy offset by an increase of $234,000 due to a refinance of the Hedlth
Information Management System and the lease payments for computers in the department.

Federal FundsChanges. Thefederal fundsdecreaseincludesreductionsof: (1) $655,000 associated
with final development and implementation costs for the CBMS, including the proper shutdown of
legacy systems; and (2) $305,000 associated with the purchase of services from the General
Government Computer Center, consistent with statewidepolicy. Thesereductionsarepartially offset
by the following increases. (1) $358,000 for adjustmentsin Systems Network Architecture billings;
(2) $149,000 to upgrade the operating system and chart of accounts for the County Financial
Management System; and (3) $59,000 for a refinance of the lease payments for computers in the
department.

Office of Operations
This section contains appropriationsfor central departmental functions such as accounting, auditing,
contracting, purchasing, vehicle leases, and facility management.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $17,516,912 $716,561 $13,368,636 $3,569,546 $35,171,655  481.0
SB 03-284 (18,968) 0 0 0 (18,968) 0.0
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GF CF CFE FF Total FTE

HB 04-1322 340,036 153 84,018 28,771 452,672 0.0
TOTAL $17,837,980 $716,408 $13,452,654 $3,598,317 $35,605,359  481.0

FY 2004-05 Appropriation:

HB 04-1422 $17,085,949 $715,183 $12,483,988 $4,428,786 $34,713,906  481.0
TOTAL $17,085,949 $715,183 $12,483,988 $4,428,786 $34,713,906  481.0
I ncrease/(Decr ease) ($752,031) (%$1,225) ($968,666) $830,469 ($891,453) 0.0
Percentage Change -4.2% -0.2% -7.2% 23.1% -25%  0.0%
FTE Detail FY 2003-04 FY 2004-05
M anagement 20 20
Professional Engineer 3.0 3.0
Accounting/Auditing 114.5 114.5
Architect 3.0 3.0
Program Assistant 9.0 9.0
Planner/ Estimator 5.0 5.0
Telecommuni cations Specialist 3.0 3.0
Electrician 11.0 11.0
Social Work Associate 1.0 1.0
Pipefitter Mechanical Trades 28.0 28.0
Groundskeeper 13.0 13.0
Structural Trades 53.0 53.0
Administrative Assistant/ Data Specialist 11.8 11.8
Materials Handler 17.0 17.0
Equipment Operator 20 20
Custodian 133.1 133.1
Utility Worker 35.0 35.0
General Professional 28.0 28.0
State Garage 21 21
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FTE Detail FY 2003-04 FY 2004-05

Buildings and Grounds 6.5 6.5

481.0 481.0

General Fund Changes: The net decrease in General Fund is the result of: (1) a decrease of
$397,000 in personal services, including a common policy reduction of $22,000 and an additional
reduction of $375,000 to assist in balancing the budget; (2) a decrease of $351,000 to eliminate the
FY 2003-04 supplemental increase for utility costs; and (3) areduction of $35,000 for vehicle lease
rates and vehicle replacements. These reductions are partially offset by an increase of $30,000 for
capitol complex leased space rates.

Cash Funds Changes: The decrease in cash funds reflects a 0.2 percent common policy personal
services reduction.

Cash Funds Exempt Changes: The decreasein cash fundsexempt includesthefollowing reductions:
(1) $800,000 to eliminate miscellaneous cash exempt revenue that has not been received in recent
years; this reduction is matched by an $800,000 increase in federal funds; (2) $118,000 to eliminate
the FY 2003-04 supplemental increase for utility costs; (3) $32,000 associated with common policy
onvehicleleaseratesand vehicle replacements; and (4) $19,000 for common policy personal services
reductions.

Federal FundsChanges. Theincreaseinfederal fundsisdueto: (1) anincrease of $800,000to more
accurately reflect thelevel of federal revenuereceived inrecent years; thisis matched by an $800,000
decrease in cash funds exempt; and (2) an increase of $30,000 associated with common policy on
capitol complex leased space rates.

County Administration

This section contains appropriations for 64 county departments of socia services to administer
severa programs including: Food Stamps, Adult Cash Assistance Programs (except Old Age
Pension), Adult Protection, Low Income Energy Assistance, Child Support Enforcement, and
Medicaid eligibility determination. Counties administer the Colorado "Works" Program; however,
administrative funding is reflected with general Works program funding because counties have the
authority to use Works Program block grant funds for either administrative or program purposes.
Counties also administer the state's child welfare and child care programs; like the Works program,
administrative funding and program funding are reflected in the same section.

Cash fund exempt sources include the county share of administrative costs, Medicaid funds
transferred from the Department of Heath Care Policy and Financing, retained child support
collections, and other fraud refunds. Federal fund sourcesincludethe Title XX Social Services Block
Grant and other various sources.
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GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

SB 03-258 $27,664,281 $0 $26,642,920 $12,679,368 $66,986,569 0.0
TOTAL $27,664,281 $0 $26,642,920 $12,679,368 $66,986,569 0.0
FY 2004-05 Appropriation:

HB 04-1422 $23,974,507 $0 $23,734,579 $12,679,368 $60,388,454 0.0
TOTAL $23,974,507 $0 $23,734,579 $12,679,368 $60,388,454 0.0
I ncr ease/(Decr ease) ($3,689,774) $0 ($2,908,341) $0 ($6,598,115) 0.0
Percentage Change -13.3% n/a -10.9% 0.0% -9.9% n/a

General Fund Changes: The reduced appropriation is due to a 25.0 percent reduction in county
contingency funding.

Cash Funds Exempt Changes. The decrease in the cash funds exempt appropriation is the result of
a $1,249,000 decrease in the amount anticipated to be available for county incentive payments for
child support collection efforts, and a $1,659,000 decrease in the anticipated county share of
"offsetting revenues’ (primarily child support collections available to fund the costs of the Colorado
Works Program).

Division of Child Welfare

This section provides funding and state staff associated with the state supervision and county
administration of programs which protect children from harm and assist families in caring for and
protecting their children. Prior to FY 2004-05, this section included cash and cash exempt
appropriations of fees paid by individuals and agencies requesting information from the Central
Registry of Child Protection. For FY 2004-05, appropriationsfor these functionsarereflected inthe
Executive Director's Office section of thebudget. Other cash funds exempt sourcesinclude Medicaid
funds transferred from the Department of Health Care Policy and Financing, county tax revenues,
excess federal Title I V-E reimbursementsto counties (appropriated pursuant to H.B. 04-1414), and
grants and donations. Federal fund sources include those available pursuant to Titles1V-B, IV-E,
and XX of the Socia Security Act, and the Child Abuse Prevention and Treatment Act.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $134,583,184 $650,219  $128,546,778 $89,356,291  $353,136,472 37.0
HB 04-1322 (188,283) (182,618) 0 216,620 (154,281) 1.9
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GF CF CFE FF Total FTE
HB 04-1422 0 0 15,689 15,689 0.0
$134,394,901 $467,601  $128,546,778 $89,588,600  $352,997,880 35.1
FY 2004-05 Appropriation:
HB 04-1414 $0 $4,100,000 ($4,100,000) $0 0.0
HB 04-1422 135,794,176 0 131,170,796 95,563,706 362,528,678 30.0
$135,794,176 $135,270,796 $91,463,706  $362,528,678 30.0
I ncrease/(Decr ease) $1,399,275 ($467,601) $6,724,018 $1,875,106 $9,530,798 (5.1
Percentage Change 1.0% -100.0% 5.2% 2.1% 27% -14.5%
FTE Detail FY 2003-04 FY 2004-05

State Administration 19.0 21.0

Child Abuse Registry / Records and Reports 7.1 0.0

Family and Children's Programs 3.0 3.0

Child Abuse Grants 3.0 3.0

Family Preservation/ Family Support Program 20 20

Foster and Adoptive Parent Recruitment, Training, and Support 1.0 1.0

35.1 30.0

FTE Changes: Thereduction in appropriated FTE isdue to the following: (a) the elimination of 2.1
FTE responsible for functions associated with the Central Registry of Child Protection (which was
eliminated pursuant to H.B. 03-1211); and (b) the transfer of 5.0 FTE to the Executive Director's
Officeto reflect the transfer of staff responsible for conducting background/employment screenings
using records and reports of child abuse or neglect as well as administrative functions related to
associated appeals. These reductions are partialy offset by an increase of 2.0 FTE to alow the
Department to convert contract staff responsible for working with county and court staff to
appropriately clam and earn federal Title IV-E funds. The Department was notified by the
Department of Personnel that it could no longer use contract staff to perform this function in FY
2004-05.

General Fund Changes. The appropriation includes $2,208,000 General Fund to provide for
projected caseload increases. Thisincrease is partialy offset by a decrease of $494,000 in funding
for the Expedited Permanency Planning Project, consistent with the implementation schedule, and by
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the elimination of $313,000 that was provided for out-of-home placement care required due to the
leap year.

Cash FundsChanges. Theappropriationincludesadecrease of $198,000 cash fundsassociated with
the elimination of 2.1 FTE who were responsible for functions associated with the Central Registry
of Child Protection, and atransfer of $270,000 cash funds associated with the 5.0 FTE that are now
reflected in the Executive Director's Office section of the budget.

Cash Funds Exempt Changes: The cash funds exempt appropriation includes $2,895,000 to provide
for projected caseload increases. In addition, $4,100,000 cash funds exempt, derived from excess
federa Title 1V-E reimbursements, is now reflected in the appropriation pursuant to H.B. 04-1414.
Theseincreasesare partialy offset by the elimination of $271,000 that was provided for out-of-home
placement care required due to the leap year.

Federal Funds Changes. The appropriationreflectsanincreaseinfederal fundsprovidefor projected
caseload increases.

Division of Child Care

This section provides funding and state staff associated with the state supervision and the county
administration of the Colorado Child Care Assistance Program, through which counties provide child
care subsidies to low income families and families transitioning from the Colorado Works Program.
In addition, this section provides funding and state staff for the administration of various child care
grant programs, and for licensing and monitoring child carefacilities. Cashfunds sourcesreflect fees
and finespaid by child carefacilities. Cashfundsexempt sourcesreflect county tax revenues. Federal
fund sources include Child Care Development Funds, and Title IV-E and Title XX of the Social
Security Act.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $17,817,841 $520,880 $8,042,488 $57,741,769 $84,122,978 62.5
HB 04-1322 (196,000) 55,000 141,000 599,535 599,535 0.0
TOTAL $17,621,841 $575,880 $8,183,488 $58,341,304 $84,722,513 62.5
FY 2004-05 Appropriation:
HB 04-1277 $0 $0 $26,100 $0 $26,100 0.0

PART Il -182 - HUMAN SERVICES



GF CF CFE FF Total FTE
HB 04-1422 17,681,114 676,990 8,841,587 60,494,013 87,693,704 625
TOTAL $17,681,114 $676,990 $8,867,687 $60,494,013 $87,719,804 62.5
I ncrease/(Decr ease) $59,273 $101,110 $684,199 $2,152,709 $2,997,291 0.0
Percentage Change 0.3% 17.6% 8.4% 3.7% 35%  0.0%
FTE Detail FY 2003-04 FY 2004-05
Management / Program Assistants 5.0 5.0
Licensing Professionals and Specialists 50.0 50.0
Administrative Support 7.5 7.5
62.5 62.5

General Fund Changes: The increase in the General Fund appropriation is due to the reversal of a
one-time fund source adjustment.

Cash Funds Changes. The appropriation includes an increase to reflect the amount of child care
licensure-related fee and fine revenue anticipated to be available to FY 2004-05.

Cash Funds Exempt Changes: Thecash fundsexempt appropriationincludesanincrease of $799,000
to better reflect the actua county share of administrative costs associated with the Child Care
Assistance Program, as well as a $26,000 increase for the Early Childhood and School Readiness
Commission (pursuant to H.B. 04-1277). These increases are partially offset by a reduction of
$141,000 to reverse a one-time fund source adjustment.

Federal Funds Changes: The appropriation includes the following increasesin federal fund sources:
(1) $1,000,000 for the Child Care Assistance Program; (2) $866,000 for child care grantsto ensure
that the Department has sufficient spending authority to meet federal requirements related to the
expenditure of certain"earmarked" federal funds; (3) $253,000 for the Department to develop anew
automated systemto support child carelicensing functions; and (4) $80,000 to allow the Department
to conduct afeasibility study to research automation optionsfor the Child Care Assistance Program.
These increases are partially offset by a $44,000 reduction in funding for the Early Childhood
Professional Loan Repayment Program.

Office of Self Sufficiency

This section contains appropriations for cash assistance programs for specific populations, including
the Colorado Works, child support enforcement, and disability determination programs.
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Administration
This section includes the State's share of administrative funding for self sufficiency programs. Cash
funds exempt funding is from various sources and the primary federal fund source is Temporary
Assistance for Needy Families (TANF) funds.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $5,233,234 $1,533,307 $32,044,166  $218,733,077  $257,543,784  278.1
HB 04-1322 322,109 (326,547) 102,843 19,954,859 20,053,264 (0.6)
TOTAL $5,555,343 $1,206,760 $32,147,009  $238,687,936  $277,597,048 2775
FY 2004-05 Appropriation:
HB 04-1030 $0 $0 $0 $500,000 $500,000 0.0
HB 04-1422 6,796,036 1,206,081 30,730,550 217,877,862 256,610,529  277.9
TOTAL $6,796,036 $1,206,081 $30,730,550  $218,377,862  $257,110,529  277.9
I ncrease/(Decr ease) $1,240,693 ($679) ($1,416,459)  ($20,310,074)  ($20,486,519) 0.4
Percentage Change 22.3% -0.1% -4.4% -8.5% -7.4% 0.1%
FTE Detail FY 2003-04 FY 2004-05
Administration 30.2 29.6
Colorado Works Program 4.0 3.0
Special Purpose 34.2 36.2
Child Support Enforcement 62.4 62.4
Disability Determination 146.7 146.7
2775 277.9

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
TOTAL $489,041 $0 $0 $1,874,647 $2,363,688 30.2
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GF CF CFE FF Total FTE

FY 2004-05 Appropriation:

TOTAL $488,301 $0 $0 $1,855,845 $2,344,146 29.6
I ncr ease/(Decr ease) ($740) $0 $0 ($18,802) ($19,542) (0.6)
Percentage Change -0.2% n/a n/a -1.0% -0.8% -2.0%

FTE Changes: The 0.6 FTE decrease is due to the elimination of the 0.2 FTE associated with the
Department-wide training function and 0.4 FTE which is currently assigned to (and funded by) the
Governor's Office to work on policy issues related to TANF.

General Fund Changes: The Genera Fund decrease results from the 0.2 percent base reduction to
personal services.

Federal Funds Changes: The $19,000 decreasein federal fundsis caused by the removal of $15,000
associated withthe 0.2 FTE alocated to the Department-wide training and $4,000 as part of the 0.2
percent base reduction to personal services.

Colorado Works Program

This section provides funding and spending authority associated with the Colorado Works Program,
through which counties provide cash and other benefitsand servicesintended to promote sustainable
employment for low income families with children. The primary source of funding for the Works
Program is federal Temporary Assistance for Needy Families (TANF) funds. Cash funds exempt
sources include county tax revenues as well as the state and county shares of retained child support
collections and refunds.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
TOTAL $97,871 $0 $26,989,804  $175,147,716  $202,235,391 4.0
FY 2004-05 Appropriation:
TOTAL $1,346,813 $0 $25,575,862  $155,082,758  $182,005,433 3.0
I ncrease/(Decr ease) $1,248,942 $0 ($1,413,942)  ($20,064,958)  ($20,229,958) (2.0
Percentage Change 1276.1% n/a -5.2% -11.5% -10.0% -25.0%
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FTE Changes: The 1.0 FTE reductionisdueto the elimination of the community resource investment
liaison.

General Fund Changes: The appropriation includes anincreasein General Fund to offset continued
reductionsin the state's share of "offsetting revenues' (primarily child support collections) available
for the Works Program. Appropriations for FY 2004-05 are intended to ensure that state and local
expenditures meet the minimum federal maintenance of effort for federal Temporary Assistance for
Needy Families (TANF) programs.

Cash Funds Exempt Changes. The reduction in the appropriation of cash funds exempt includes a
$1,249,000 reduction in the state's share of "offsetting revenues' anticipated to be available for the
WorksProgram, and a$165,000 reductionin anticipated donationsfor the Domestic Abuse Program.

Federal FundsChanges. Theappropriationof federal TANF fundsincludesthefollowing reductions:
(1) the elimination of a one-time $19,822,000 appropriation from the federal bonus related to a
reduction in Colorado's out-of-wedlock birth rate; (2) the elimination of $223,000 for an automated
system currently used to track work participation rates, asthese functionswill be performed withthe
Colorado Benefits Management System; and (3) a decrease of $84,000 due to the elimination of the
community resource investment liaison. These reductions are partialy offset by an increase of
$65,000 to provide funding for the Works Program share of costs of the Workforce Development
Council; these moneyswill be transferred to the Department of Local Affairs, wherethe programis
administered.

Soecial Purpose Welfare Programs

This section contains appropriations for cash assistance programs for specific purposes, such as
energy assistance, food stamp job search, food distribution, telephone assistance, income tax offset,
and refugee assistance. This section also contains funding for Systematic Alien Verification for
Eligibility (SAVE) and the electronic benefits transfer service (EBTS).

Cash fund sources are fees paid by agencies participating in the food distribution program and a
$1 monthly fee paid by individuals who receive benefits through EBTS cards. Cash fund exempt
sources include: Energy Outreach Colorado Energy Assistance Foundation; county matching and
other local funds; in-kind donations; and payments from HCPF for SAVE services. Federal fund
sources include: the Office of Energy Assistance; the U.S. Department of Agriculture; Temporary
Assistance to Needy Families; and various other sources.

GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

TOTAL $605,218 $1,061,750 $3,709,749 $37,451,921 $42,828,638 34.2
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GF CF CFE FF Total FTE

FY 2004-05 Appropriation:

TOTAL $604,716 $1,061,071 $3,709,537 $37,371,189 $42,746,513 36.2
I ncr ease/(Decr ease) ($502) ($679) ($212) ($80,732) ($82,125) 2.0
Percentage Change -0.1% -0.1% 0.0% -0.2% -0.2% 5.8%

FTE Changes. The 2.0 FTE increase results from the conversion of contracted services to state
employees in the Low-income Energy Assistance Program (LEAP).

General Fund Changes. The General Fund decrease is due to a 0.2 percent base reduction to
personal servicesfor Food Stamp Job Search (Employment First) andthe Electronic Benefits Transfer
Service (EBTS) .

Cash Fund Changes: The decrease in cash funds reflects the 0.2 percent base reduction to persona
services for the Food Distribution Program.

Cash Fund Exempt Changes. The decrease in cash funds exempt appropriations is due to a
0.2 percent base reduction to personal services in LEAP, the Low-income Telephone Assistance
Program and the Electronic Benefits Transfer Service.

Federal Funds. The $81,000 decrease in federal funds results from: (1) the conversion of contract
services to state FTE in the LEAP program ($78,000); and (2) a 0.2 percent base reduction to
personal services in LEAP, Food Stamp Job Search, Food Distribution, EBTS and Refugee
Assistance.

Child Support Enforcement

This section contains appropriations for the computer system used by county staff to establish
paternity, locate absent parents, manage child support enforcement caseloads, track collectionefforts,
and several administrative programs.

GF CF CFE FF Total FTE

FY 2003-04 Appropriation:
TOTAL $4,363,213 $145,010 $281,489 $8,571,119 $13,360,831 62.4
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GF CF CFE FF Total FTE

FY 2004-05 Appropriation:

TOTAL $4,356,206 $145,010 $281,489 $8,456,164 $13,238,869 62.4
I ncr ease/(Decr ease) ($7,007) $0 $0 ($114,955) ($121,962) 0.0
Percentage Change -0.2% 0.0% 0.0% -1.3% -0.9%  0.0%

General Fund Changes. The $7,000 decrease in General Fund results from a 0.2 percent base
reduction to personal services.

Federal Fund Changes: The $115,000 decreasein federal fundsis caused by the $101,000 reduction
required to achieve the 66 percent federal funding limit and a $14,000 decrease dueto a 0.2 percent
base reduction to personal services.

Disability Determination Services

Disability Determination Services provides the federal Social Security Administration with medical
disability decisions for Colorado residents applying for Social Security Disability Insurance and
Supplemental Security Income Programs. Disability Determination Services also makes medical
disability determinations for the Colorado Medicaid program. Cash funds exempt funding consists
of Medicaid moneys from the Department of Health Care Policy and Financing. Federal funding for
this program is from the Social Security Administration.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
TOTAL $0 $0 $1,165,967 $15,642,533 $16,808,500  146.7
FY 2004-05 Appropriation:
TOTAL $0 $0 $1,163,662 $15,611,906 $16,775,568 146.7
Increase/(Decr ease) $0 $0 ($2,305) ($30,627) ($32,932) 0.0
Percentage Change n/a n/a -0.2% -0.2% -0.2%  0.0%

Cash Funds Exempt Changes: The decrease in cash funds exempt spending authority is caused by
the 0.2 percent base reduction in personal services.

Federal Funds Changes. The decrease in federal funds reflects the 0.2 percent base reduction in
personal services.
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Mental Health and Alcohol and Drug Abuse Services

This section includeslargely non-Medicaid funded Mental Health Community Programs, the Mental
Hedlth Institutes, the Alcohol and Drug Abuse Division, Supportive Housing and Homelessness
programs, and funds for central administration of these programs. Pursuant to H.B. 04-1265,
Medicaid funded mental health community programs (except for the Goebel lawsuit) have been
moved to the Department of Health Care Policy and Financing.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $93,398,447 $3,710,513  $219,563,548 $45,898,838  $362,571,346 1,305.4
SB 03-282 0 0 1,451,354 0 1,451,354 0.0
HB 04-1265 0 0 (259,274) 0 (259,274) (2.3
HB 04-1322 176,062 274,020 (12,287,022) 0 (11,836,940) 0.3
HB 04-1422 (2,451,310) (89,310) 13,025,467 0 10,484,847 0.0
TOTAL $91,123,199 $3,895,223  $221,494,073 $45,898,838  $362,411,333 1,303.4
FY 2004-05 Appropriation:
HB 04-1075 $0 $0 $95,805 $0 $95,805 0.0
HB 04-1107 0 0 0 0 0 10
HB 04-1421 0 0 508,521 0 508,521 0.0
HB 04-1422 92,338,792 4,906,371 33,616,641 45,693,304 176,555,108 1,308.3
TOTAL $92,338,792 $4,906,371 $34,220,967 $45,693,304  $177,159,434 1,309.3
I ncrease/(Decr ease) $1,215,593 $1,011,148 ($187,273,106) ($205,534) ($185,251,899) 5.9
Percentage Change 1.3% 26.0% -84.6% -0.4% -51.1% 0.5%
FTE Detail FY 2003-04 FY 2004-05
Administration 39.1 3.1
Mental Health Community Programs 20 20
Mental Health Institutes 1,235.3 1,246.2
Alcohol and Drug Abuse Division 27.0 27.0
1,303.4 1,309.3
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Administration

This section contains appropriations for the central administration of mental health and alcohol and
drug abuse servicesfor adultsand children. It aso includesfunding for federal housing programsfor
low income and indigent persons who require specialized care. In FY 2004-05, an estimated 2,800
Section 8 federal rental subsidies (also referred to as housing vouchers) will be managed by the
Department through 65 local services providersacrossthe state. The source of the cash funds exempt
in this section is Medicaid cash funds transferred from the Department of Health Care Policy and
Financing and patient revenues from the mental health institutes. Pursuant to H.B. 04-1265, the
M edicaid mental health community programsaretransferred to the Department of Health Care Policy
and Financing. The primary source of federal fundsisthe U.S. Department of Housing and Urban
Development.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
TOTAL $422,445 $274,020 $1,145,718 $17,668,185 $19,510,368 39.1
FY 2004-05 Appropriation:
TOTAL $421,640 $970,463 $366,112 $17,665,363 $19,423,578 341
I ncr ease/(Decr ease) ($805) $696,443 ($779,606) ($2,822) ($86,790) (5.0
Percentage Change -0.2% n/a -68.0% 0.0% -0.4% -12.8%

FTE Changes: The appropriation includes a net decrease of 5.0 FTE, including 6.7 FTE reduced
subsequent to the passage of H.B. 04-1265, which transferred the administration of the Medicaid
mental health community program to the Department of Health Care Policy and Financing. This
reductionispartially offset by anincrease of 0.7 FTE, annualized fromthe FY 2003-04 appropriation
for the Traumatic Brain Injury program, authorized in H.B. 02-1281 and an increase of 1.0 FTE
associated with H.B. 04-1107.

General Fund Changes: Theslight decreaseinthe General Fund appropriationisattributableto a0.2
percent personal services reduction.

Cash FundsChanges: Theincreaseinthe cashfundsappropriationisattributableto theannualization
of the Traumatic Brain Injury funding, established pursuant to H.B. 02-1281.

Cash Funds Exempt Changes: The decrease in the cash funds exempt appropriation is primarily

attributable to the annualization of H.B. 04-1265's transfer of administrative dollars from the
Department of Human Services to the Department of Health Care Policy and Financing.
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Federal Funds Changes. The decreasein federal funds reflected is attributable to the application of
a 0.2 percent personal services base reduction.

Mental Health Community Programs

Pursuant to H.B. 04-1265, administration of Medicaid mental health community programs (including
capitation and fee-for-service) are moved to the Department of Human Services. Funding for
indigent clientsand for the Goebel Lawsuit Settlement remainsin thissection. The cash funds exempt
are primarily from Medicaid funds transferred from the Department of Health Care Policy and
Financing (for Goebel clients). The federa funds are primarily from the Mental Health Services
Block Grant.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
TOTAL $23,506,955 $0  $198,782,001 $5,424,187  $227,713,143 20
FY 2004-05 Appropriation:
TOTAL $24,056,790 $0 $13,108,016 $5,424,187 $42,588,993 20
I ncr ease/(Decr ease) $549,835 $0 ($185,673,985) $0 ($185,124,150) 0.0
Percentage Change 2.3% n/a -93.4% 0.0% -81.3%  0.0%

General Fund Changes. The net General Fund increase of $0.5 million includes an increase of $1.0
millionto serve an additional 435 severely mentally ill indigent clients. Thisincreaseispartially offset
by areduction of $0.25 million in Goebel lawsuit settlement legal expensesincurredin FY 2003-04,
and $0.2 million associated with dligibility changes in programs serving clients deinstitutionalized
from the mental health institutes (such clients became Medicaid dligible).

Cash Funds Exempt Changes. The cash funds exempt decrease is attributable to the transfer of
M edicaid mental health community programsto the Department of Health Care Policy and Financing,
pursuant to H.B. 04-1265. Budget changes for the Medicaid mental health community programsare
discussed in the Department of Health Care Policy and Financing section of this Appropriations
Report.

Mental Health Institutes

This section contains appropriations for inpatient mental health services provided at the state mental
health institute in Pueblo and the state mental health institute at Fort Logan in Denver. The menta
health institute at Pueblo is expected to have an average daily census of 395 in FY 2004-05 and the
mental health institute at Fort Logan is expected to have an average daily census of 143 in FY 2004-
05. The average cost per bed for the institutes was $147,120 in FY 2002-03. Cash fund revenue
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sources include patient fees and payments from school districts for residential treatment center
services for adolescents. Cash funds exempt amounts consist primarily of exempt patient revenues,
such asfederal Medicare payments, and other payments received from other state agenciesincluding
the Department of Health Care Policy and Financing for M edicaid-€eligible patientsand paymentsfrom
the Department of Corrections.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
TOTAL $58,410,964 $2,092,048 $19,861,869 $0  $80,364,881 1,235.3
FY 2004-05 Appropriation:
TOTAL $59,979,406 $2,098,079 $18,661,111 $0  $80,738596 1,246.2
Increase/(Decr ease) $1,568,442 $6,031 ($1,200,758) $0 $373,715 10.9
Percentage Change 2.7% 0.3% -6.0% n/a 0.5% 0.9%

FTE Changes: Theincrease of 10.9 FTE is attributable to annualization of staffing increases added
in FY 2003-04 for the mental health ingtitutes.

General Fund Changes. The net General Fund increase of $1.6 million is attributable to increases
of $1.2 million associated with changes in the level of patient revenues applied against the General
Fund (including the discontinuation of a one-time 2003 Medicare cost settlement recovery) and an
increase of $0.5 million associated with annualization of FY 2003-04 staffing increases. These
increasesarepartially offset by approximately $100,000 attributableto a0.2 percent personal services
base reduction.

Cash Funds Changes. The cash fundsincrease reflects a change in the anticipated patient revenues.

Cash Funds Exempt Changes. The net decrease in the cash funds exempt appropriation is
attributable to the discontinuation of $1.7 million in one-time 2003 Medicare cost settlement
recoveries in FY 2003-04, partially offset by other increases in patient revenues, including a $0.9
million 2004 Medicare cost settlement.

Alcohol and Drug Abuse Division

This section contains appropriations for acohol and drug abuse prevention, intervention, and
treatment services. Treatment, prevention, and detoxification servicesareprovided primarily through
six managed serviceorganizations, each of whichisresponsiblefor managing the provision of services
to residents of a specified geographic area of the state. The Division also funds and oversees
involuntary commitmentsinto detoxificationfacilitiesand substance abusetreatment programs. Sixty-
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five percent of total divison funding is federal funds, with the substance abuse prevention and
treatment block grant being the primary source. Cash funds sources include the Drug Offender
Surcharge Fund, the Law Enforcement Assistance Fund, and the Persistent Drunk Driver Cash Fund,
among others. Cash funds exempt sources include the Judicial Department's Alcohol and Drug
Driving Safety program and the Department of Public Safety. The program is anticipated to fund
approximately 26,034 detox admissions and 16,109 treatment admissionsin FY 2004-05.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
TOTAL $8,782,835 $1,529,155 $1,704,485 $22,806,466 $34,822,941 27.0
FY 2004-05 Appropriation:
TOTAL $7,880,956 $1,837,829 $2,085,728 $22,603,754 $34,408,267 27.0
I ncr ease/(Decr ease) ($901,879) $308,674 $381,243 ($202,712) ($414,674) 0.0
Percentage Change -10.3% 20.2% 22.4% -0.9% -1.2% 0.0%

General Fund Changes: The decrease in the General Fund appropriation reflects a 10 percent
reduction in the Division's net General Fund. This reduction is spread amongst both detoxification
services and treatment services.

Cash Funds Changes. The cash funds increase is associated with Drug Offender Surcharge Cash
Fund increases of $250,000 for treatment and detox contracts, and Persistent Drunk Driver Cash
Fund increases of $58,000 for prevention services.

Cash Funds Exempt Changes. The net cash funds exempt increase reflects an increase of $721,000
associated with a$471,000 transfer from the Department of Public Safety (for the ARTS program)
and a $250,000 increase of Persistent Drunk Driver Cash Fund reserves (out of funds appropriated
but not expendedin FY 2003-04) and $96,000 appropriated pursuant to H.B. 04-1075. Thisincrease
is partially offset by the discontinuation of $350,000 in spending from Fund reserves and the
discontinuation of $85,000 in one-time FY 2003-04 spending for the High Risk Pregnant Women
Program associated with a FY 2002-03 Medicaid over-expenditure.

Federal FundsChanges: Thefederal fundsappropriationreflectsthedecreaseintheavailablefederal

funds, per the state's maintenance-of-effort (MOE). This decrease is associated with the General
Fund reduction noted above.
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Services for People with Disabilities
This section includes all funding for Developmental Disability Services, the Division of Vocational
Rehahilitation, and the Homelake Domiciliary. Funding changes to these areas are described in the

relevant sections below.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $24,785,761 $4,916,461  $295,496,653 $26,164,042  $351,362,917 1,179.9
HB 03-1292 0 0 728,000 0 728,000 0.0
HB 04-1322 6,840 21,224 15,550,584 1,881,700 17,460,348 0.0
TOTAL $24,792,601 $4,937,685 $311,775,237 $28,045,742 $369,551,265 1,179.9
FY 2004-05 Appropriations
HB 04-1422 $24,608,509 $3,925713  $314,376,286 $27,190,145  $370,100,653 1,155.7
TOTAL $24,608,509 $3,925,713  $314,376,286 $27,190,145  $370,100,653 1,155.7
I ncrease/(Decr ease) $184,092 $1,011,972 ($2,601,049) $855,597 ($549,388) 24.2
Percentage Change 0.7% 25.8% -0.8% 3.1% -0.1%  2.1%
FTE Detail FY 2003-04 FY 2004-05
Developmental Disability Services 923.8 923.8
Division of Vocational Rehabilitation 239.7 2155
Homelake Domiciliary for Veterans 16.4 16.4
1,179.9 1,155.7

Developmental Disability Services

This section includes funding for community and institutional servicesfor adultswith developmental
disabilities, servicesfor childrenwith developmental disabilities, and thework therapy program, which
providessupportive employment for peoplewith developmental disabilities. Overall funding changes
are reflected in the table immediately below. The details of these changes are discussed in the
relevant subsections that follow.

PART Il -194 - HUMAN SERVICES



GF CF CFE FF Total FTE

FY 2003-04 Appropriation:
TOTAL $21,117,230 $3,025,105  $307,994,987 $0  $332,137,322 9238

FY 2004-05 Appropriation:

TOTAL $20,958,573 $3,200,919  $309,622,500 $0 $333,781,992 923.8
I ncr ease/(Decr ease) ($158,657) $175,814 $1,627,513 $0 $1,644,670 0.0
Percentage Change -0.8% 5.8% 0.5% n/a 05%  0.0%

Community Services (Subsection of Developmental Disabilities Services)

This section includes al funding associated with community-based services available to adults with
developmental disabilities. Most of this funding is distributed to 20 Community Centered Boards
(CCBs) located throughout the state to provide case management, "comprehensive" (24-hour
residential care), and supported living services(day-time careand employment support) to adultswith
developmental disabilities. Of the total funding in this section, over $200 million (72 percent) isfor
residential resourcesfor adults. Thissupports 3,597 adult comprehensive residential resourcesat an
average cost of $55,913 per year. Anadditional $54 million (20 percent) isfor adult supported living
services. Thissupports 3,477 adult supported living service resources at an average cost of $15,637
per year. The balance of funding includes: (1) local funds for direct care that receive a federa
Medicaid match (6 percent of total funding); and (2) state administrative costs, funds distributed to
providersfor case management of children'sresources, and miscellaneousrelated programs(2 percent
of total funding). Most of the cash exempt funding is Medicaid funds transferred from the
Department of Health Care Policy and Financing where these funds originate as General Fund and
federal funds. Some local and client cash funds are also reflected.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
TOTAL $11,148,466 $0 $263,805,018 $0 $274,953,484 30.0
FY 2004-05 Appropriation:
TOTAL $10,989,850 $0 $265,663,692 $0 $276,653,542 30.0
I ncr ease/(Decr ease) ($158,616) $0 $1,858,674 $0 $1,700,058 0.0
Percentage Change -1.4% n/a 0.7% n/a 0.6% 0.0%
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General Fund Changes: The General Fund appropriation decreasesinclude: (1) $74,000to eliminate
employment incentives for persons with developmental disabilities; (2) $50,000 to eliminate state
funding for training community providers who serve the developmentally disabled; and (3) $25,000
(18 percent) in funding for short-term emergency placements for persons with developmental
disabilities; and (4) $10,000 associated with increases in federal funding for room and board for
eligible persons with developmental disabilities.

Cash Funds Exempt Changes. The cash funds exempt appropriation includes: (1) an increase of
$976,000 for a projected increase in local funding for persons with developmental disabilities that
draws afederal match; and (2) anet increase of $887,000 for state-funded community services for
adults with developmental disabilities. This portion of the increase includes the following
components: (@) an increase of $1,393,000 for a decision item to provide 36 new community
resourcesfor youthwith developmental disabilitiestransitioning fromfoster careto the developmental
disability system; (b) an increase of $378,000 to annualize 10 emergency resources that were funded
for six monthsin FY 2003-04; (¢) adecrease of $533,000 to eliminate FY 2003-04 leap year funding;
(d) adecrease of $445,000 for atechnical correction to eliminate certain client cash amounts shown
for informational purposes; and (e) adecrease of $300,000 that offsetsincreasesin revenue received
by providers from consumers who are able to contribute to their cost of care.

The overall cash funds exempt increase for adult program costs includes an increase of $547,000 in
Medicaid funds transferred from the Department of Health Care Policy and Financing that originate
as 50 percent General Fund and 50 percent federal funds.

Regional Centers (Subsection of Developmental Disabilities Services)

This section contains appropriations for three regiona centers operated by the Department for
persons with developmental disabilities. Persons served by the regiona centers at Wheat Ridge
(Denver), Grand Junction, and Pueblo usually have multiple disabling conditions that may include
maladaptive behaviors or severe, chronic medical conditions that require specialized and intensive
levels of services. Traditionally, the regional centers have served persons with developmenta
disabilities where appropriate community programs are not available. The regional centers provide
residential services, medical care, and activetreatment programsbased onindividual assessmentsand
habilitation plans. The regional centers support 403 residential resources, including 102 on-campus
intermediate care facility (1CF) resources and 301 Medicaid waiver resources. The average annua
cost per resource, including coststhat are charged to other parts of the department and depreciation
costs, is projected to be $137,381 in FY 2004-05.

Cash fund sources are exclusively client cash revenue. Cash fund exempt sources are exclusively
Medicaid funds transferred from the Department of Health Care Policy and Financing.
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GF CF CFE FF Total FTE

FY 2003-04 Appropriation:
TOTAL $0 $2,397,366 $39,593,264 $0 $41,990,630 891.3

FY 2004-05 Appropriation:

TOTAL $0 $2,573,334 $39,362,220 $0 $41,935,554 891.3
I ncr ease/(Decr ease) $0 $175,968 ($231,044) $0 ($55,076) 0.0
Percentage Change n/a 7.3% -0.6% n/a -0.1% n/a

Cash Funds Changes: Theincreasein cash fundsreflectsan anticipated increasein revenue collected
from people in institutions and state-run group homes. Cash fund sources include room and board
payments from persons in state-run group homes (primarily from their federal SSI allocations),
payments from group home clients who must turn over excess income to maintain eligibility for
Medicaid waiver services, and paymentsfrom consumersininstitutional placementswho arerequired
to turn over a portion of their wages to offset their cost of care. Cash fund revenue offsets cash
exempt Medicaid revenue otherwise required.

Cash Funds Exempt Changes: The cash funds exempt amount includes adecrease of $176,000 based
on the increases in cash funds revenue from consumers discussed above and a decrease of $72,000
associated with common policy personal servicesreductions. Theseamounts are offset by anincrease
of $20,000 for anticipated increasesin facility fees for regional centers enacted pursuant to H.B. 03-
1292.

Services for Children and Families (Subsection of Developmental Disabilities Services)

This section contains appropriations for the Early Intervention, Family Support Services and
Children'sExtensive Support programsfor childrenwith developmental disabilities. Cashfund exempt
sourcesinclude Medicaid fundstransferred from the Department of Health Care Policy and Financing
and local sources. Taking into consideration an additional $2.5 million for case management of
children's services that is funded in the adult community programs section, the State supports the
following programs. 212 Children's Extensive Support resources at an average cost of $19,485;
1,459 early intervention resources at an average cost of $5,747; and 1,176 family support resources
at an average cost of $3,220.
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GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

TOTAL $9,968,764 $0 $4,456,549 $0 $14,425,313 1.0

FY 2004-05 Appropriation:

TOTAL $9,968,723 $0 $4,456,466 $0 $14,425,189 1.0
I ncr ease/(Decr ease) ($41) $0 ($83) $0 ($124) 0.0
Percentage Change 0.0% n/a 0.0% n/a 0.0% 0.0%

Overall Funding Changes. The decreasein General Fund and cash funds exempt isbased onthe 0.2
percent common policy reduction to personal services.

Work Therapy Program (Subsection of Developmental Disabilities Services)

Thissection containsappropriationsfor the Work Therapy Enterprise Fundsfor the Colorado Mental
Headlth Institute at Fort Logan and the Regiona Centersfor personswith Developmental Disabilities
at Grand Junction, Pueblo, and Wheat Ridge. These funds support sheltered workshop programsfor
training and employment of clients. Revenue is derived from contracts with area businesses and
organizations for custodial services, printing, packaging, mailing, and other types of manua
processing that can be performed by program clients. Enrolled clients are paid from funds received
in proportion to the work performed.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
TOTAL $0 $627,739 $140,156 $0 $767,895 15
FY 2004-05 Appropriation:
TOTAL $0 $627,585 $140,122 $0 $767,707 15
I ncr ease/(Decr ease) $0 ($154) ($34) $0 ($188) 0.0
Percentage Change n/a 0.0% 0.0% n/a 0.0% 0.0%

Overall Funding Changes. The decreasein General Fund and cash funds exempt isbased onthe 0.2
percent common policy reduction to personal services.
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Division of Vocational Rehabilitation

This section contains appropriations to assist persons with physical and mental disabilities in
overcoming barriersto employment. VVocational counseling services are provided statewide through
17 satellite offices, and associated educational and medical services are purchased for program
participants. Inadditionto providing vocational services, the Division assists personswith disabilities
in achieving independent living and integrating successfully in their communities. Most funding for
the Division is based on a match of 78.7 percent federal vocational rehabilitation funds to 21.3
percent non-federal funds. Matching non-federal funds are provided through General Fund
appropriations and cash and cash exempt funds received from a wide variety of sources, including
school districtsand other local entities. InFY 2004-05, 1,653 clientsare projected to berehabilitated
asaresult of Division programs.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
TOTAL $3,469,627 $1,912,580 $3,312,296 $27,797,779 $36,492,282  239.7
FY 2004-05 Appropriation:
TOTAL $3,465,726 $724,794 $4,276,810 $26,942,553 $35,409,883 2155
I ncr ease/(Decr ease) ($3,901) (%1,187,786) $964,514 ($855,226) ($1,082,399) (24.2)
Percentage Change -0.1% -62.1% 29.1% -3.1% -3.0% -10.1%

FTE Changes:. The reduction in FTE reflects the impact of General Fund reductions taken in FY
2002-03 and FY 2003-04 on the Division's capacity to employ staff, as reflected in the Division's
actual number of employees.

General Fund Changes: The General Fund decreasereflectsthe 0.2 percent common policy personal
services reduction.

Cash Funds Changes. The cash funds decrease reflects administrative changes that will enable
revenue from school districts for the School to Work Alliance Program (SWAP), that is counted as
cash funds in FY 2003-04, to be counted as cash funds exempt in FY 2004-05.

Cash Funds Exempt Changes: The cash funds exempt increase includes administrative changes
(reviewed above under cash funds) that will enable $1,188,000 in revenue that is counted as cash
fundsin FY 2003-04 to be counted as cash funds exempt in FY 2004-05. Thisincrease is partialy
offset by: (1) areduction of $109,000 in anticipated revenue from cash exempt sources, as reflected
inthe Department's budget request, and (2) areduction of $114,000 based anticipated expenditures
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from the Colorado Commission for the Deaf and Hard of Hearing Cash Fund for the
Telecommunications Equipment Distribution Program.

Federal Funds Changes. The federal funds decrease includes: (1) a reduction of $433,000 for a
technical correctionto more accurately reflect the federal matching revenue associated with General
Fund, cash, and cash exempt appropriations,; and (2) a reduction of $407,000 for the federal match
associated with the reduction of $109,000 in anticipated revenue from cash exempt sources; and (3)
areduction of $16,000 associated with the 0.2 percent common policy persona services reduction.

Homelake Domiciliary for Veterans

TheHomelake Domiciliary isa46-bed group living facility which servesresidentswho do not require
continuousnursing or medical care, but may need assistance with meals, housekeeping, personal care,
laundry, and accessto a physician. Residents pay rental fees which provide the source of cash funds
exempt to the program. The U.S. Veteran's Administration accounts for the source of federal funds.
Most residents are veterans or their relations.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
TOTAL $205,744 $0 $467,954 $247,963 $921,661 16.4
FY 2004-05 Appropriation:
TOTAL $184,210 $0 $476,976 $247,592 $908,778 16.4
I ncr ease/(Decr ease) ($21,534) $0 $9,022 ($371) ($12,883) 0.0
Percentage Change -10.5% n/a 1.9% -0.2% -14%  0.0%

General Fund Changes: The General Fund appropriation reflects. (1) elimination of $12,000 in
supplemental funding for utility cost increases provided in FY 2003-04; and (2) a reduction of
$10,000 for a budget amendment that reduces costs to the General Fund and increases patient
revenue by the same amount

Cash Funds Exempt Changes: The cash funds exempt increase includes an increase of $10,000 for
a budget amendment that reduces General Fund costs and increases patient revenue by the same
amount, based on patient rate increases. Thisincreaseis partialy offset by the 0.2 percent common
policy reduction for personal services.

Federal Funds Changes. The federal funds decrease reflects the impact of the 0.2 percent common
policy reduction for personal services.
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Adult Assistance Programs
This section includes funding for the Old Age Pension Program, for various adult cash assistance
programs and for community services for the elderly, including Older Americans Act programs.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-22 $0  ($10,750,000) $0 $0  ($10,750,000) 0.0
SB 03-258 11,149,919 80,029,917 21,394,351 12,221,904 124,796,091 131
SB 03-295 0 (500,000) 0 0 (500,000) 0.0
SB 03-299 0 (250,000) 0 0 (250,000) 0.0
HB 04-1322 0 3,589,230 0 1,122,010 4,711,240 0.0
HB 04-1422 0 0 (1,918,336) 0 (1,918,336) 0
TOTAL $11,149,919 $72,119,147 $19,476,015 $13,343,914 $116,088,995 131
FY 2004-05 Appropriation:
HB 04-1422 14,017,502 74,232,744 19,480,657 13,342,498 121,073,401 27.5
TOTAL $14,017,502 $74,232,744 $19,480,657 $13,342,498  $121,073,401 275
I ncr ease/(Decr ease) $2,867,583 $2,113,597 $4,642 ($1,416) $4,984,406 14.4
Percentage Change 25.7% 2.9% 0.0% 0.0% 4.3% 109.9%
FTE Detail FY 2003-04 FY 2004-05
Administration 5.1 5.0
Old Age Pension Program 0.0 14.0
Community Services for the Elderly 8.0 8.5
131 275

Administration
Thissubsection includesfunding and staffing for management of all programswithin Adult Assistance
and for oversight of programs within the Other Grant Programs subsection.
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GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

TOTAL $35,742 $0 $90,231 $330,782 $456,755 51

FY 2004-05 Appropriation:

TOTAL $35,676 $0 $90,064 $330,169 $455,909 5.0
I ncr ease/(Decr ease) ($66) $0 ($167) ($613) ($846) (0.1)
Percentage Change -0.2% n/a -0.2% -0.2% -0.2% -2.0%

FTE Changes. The 0.1 FTE decrease reflects actua staffing patternsin thisline.

General Fund Changes. Thedecreasein General Fund resultsfrom0.2 percent personal servicesbase
reduction.

Cash Funds Exempt and Federal Funds Changes. The decreases in cash funds exempt and federal
funds reflect the 0.2 percent base reduction in personal services.

Old Age Pension Program

This program, authorized by the State Constitution, provides cash assistance, up to a maximum of
$589 per person, per month (as of January 2004) to dligible individuals age 59 and older. Old Age
Pension recipientsreceive a cash payment each month that reflects the maximum grant available less
any income from other sources. This program appropriation includes grant payments, state and
county program administration costs, reimbursementsfor burial expenses, anallocationfor electronic
benefit transfer service (EBTS) costs; and expendituresrelated to the Colorado BenefitsM anagement
System (CBMS). Revenue for the Fund is generated through 85 percent of license fees, liquor and
excise taxes, and 100 percent of inheritance and incorporation taxes; revenues that are not utilized
for the OAP Program"spill over" into the General Fund. Asaresult, greater expendituresinthe OAP
Program mean less revenue in the General Fund to be used for other purposes. As the earmarked
revenues are "continuously appropriated” by the State Constitution, the General Assembly does not
directly control programexpenditures, theLong Bill smply reflectsanticipated programexpenditures
for informational purposes, becausethelevel of these expenditures can have animpact ontherevenue
available to the General Fund.
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GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

TOTAL $0 $70,553,147 $583,553 $0 $71,136,700 0.0

FY 2004-05 Appropriation:

TOTAL $0 $72,666,744 $588,362 $0 $73,255,106 14.0
I ncr ease/(Decr ease) $0 $2,113,597 $4,809 $0 $2,118,406 14.0
Percentage Change n/a 3.0% 0.8% n/a 3.0% n/a

FTE Changes: The 14.0 FTE shown does not represent an increase in staffing; it shows the FTE
responsiblefor administering the OAP program, which were previously not included in the Long Bill.

Cash Fund Changes. The net increase of $2.1 million in cash fundsis associated with a$3.1 million
caseload increase in OAP cash assistance and a $975,000 decrease in the OAP share of CBMS
development costs.

Cash Fund Exempt Changes: The caseload increase in the OAP program will produce increased
refunds of OAP payments that are collected by the program as cash funds exempt.

Other Grant Programs

This section contains appropriations for programs providing cash assistance to disabled individuals
andindividuals needing assistancewiththe activitiesof daily living. Cash fund exempt sourcesinclude
county matching funds and interim assistance reimbursements from the federal government for
individuals who become eligible for Supplemental Security Income (SSI).

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
TOTAL $7,246,163 $0 $15,547,659 $0 $22,793,822 0.0
FY 2004-05 Appropriation:
TOTAL $11,608,057 $0 $15,547,659 $0 $27,155,716 0.0
I ncr ease/(Decr ease) $4,361,894 $0 $0 $0 $4,361,894 0.0
Percentage Change 60.2% n/a 0.0% n/a 19.1% n/a
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General Fund Changes: The net General Fund increase reflects a $4.3 million increase to the Aid
to the Needy Disabled State Supplement (AND-SS) program and a $17,000 increase to the Aid to
the Blind State Supplement (AB-SS) program. These increases were necessitated by a $4.4 million
shortfall in qualifying expenditures for the 2003 federal Supplemental Security Income (SSI)
maintenance of effort requirement. A shortfall in one calendar year must be made up inthefollowing
year. To ensure that the State provides the required level of assistance to SSI recipients during
calendar 2004, the paymentsto AND-SS and AB-SS recipients will be increased during the first six
months of FY 2004-05.

Community Services for the Elderly

Thissectionincludes appropriationsfor programsassociated withthe Older Americans Act including
the Older Coloradans Program established by H.B. 00-1072. These programs are administered by 16
Area Agencies on Aging (AAA) located throughout the state. The state's responsihilities include
developing astate plan on aging, overseeing federal grants, and providing assistanceto theAAAsand
other local service providers. Servicesinclude: supportive services, senior centers, nutrition services,
in-home servicesfor personsabovethedigibility thresholdsfor Medicaid, and disease prevention and
health promotion services. The cash funds exempt sources are local funds and the Older Coloradans
Cash Fund created by H.B. 00-1072. The federa funds source is Older Americans Act grants.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
TOTAL $3,868,014 $1,566,000 $3,254,572 $13,013,132 $21,701,718 8.0
FY 2004-05 Appropriation:
TOTAL $2,373,769 $1,566,000 $3,254,572 $13,012,329 $20,206,670 85
I ncr ease/(Decr ease) ($1,494,245) $0 $0 ($803) ($1,495,048) 0.5
Percentage Change -38.6% 0.0% 0.0% 0.0% -6.9% 6.3%

FTE Changes. The 0.5 FTE allocated to the Colorado Commission on Aging had not been shown
previoudly in the Long Bill; thus the change is not an actual staffing increase.

General Fund Changes: The Genera Fund decreaseis caused by a$1.5 million decreasein the State
Funding for Senior Servicesline.

Federal Fund: The $1,000 decrease in federal funds reflects the 0.2 percent decrease in personal
services in the Administration and Colorado Commission on Aging lines.
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Division of Youth Corrections

The Division of Youth Corrections (DY C) isresponsible for the supervision, care, and treatment of:
(1) detained juveniles awaiting adjudication; (2) juveniles committed or sentenced to the Department
of Human Services by courts; and (3) juveniles on parole from afacility operated or contracted for
by the Division. The Division is not responsible for juveniles sentenced as adults to the Department
of Corrections' Y outhful Offender System. In additionto treating incarcerated and paroled juveniles,
DY C administers the S.B. 91-94 grant program intended to divert juveniles from detention and
commitment, or to reducetheir length of stay. DY C maintainsinstitutional centersand augmentsthis
capacity with contracts for community placements, secure placements, and detention placements.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $96,291,286 $89,426 $11,479,201 $1,278,564  $109,138,477  873.6
SB 03-284 (365,606) 0 0 0 (365,606) 32
SB 03-286 (1,670,343) 0 0 0 (1,670,343) 0.0
HB 04-1322 0 0 0 0 0 5.8
TOTAL $94,255,337 $89,426 $11,479,201 $1,278,564  $107,102,528  876.2
FY 2004-05 Appropriation:
HB 04-1422 $94,316,394 $89,426 $13,315,128 $1,278564  $108,999,512 915.8
TOTAL $94,316,394 $89,426 $13,315,128 $1,278,564  $108,999,512  915.8
I ncr ease/(Decr ease) $61,057 $0 $1,835,927 $0 $1,896,984 39.6
Percentage Change 0.1% 0.0% 16.0% 0.0% 18% 4.5%
FTE Detail FY 2003-04 FY 2004-05
Administration 15.9 15.9
Institutional Programs 749.4 791.1
Community Programs 110.9 108.8
876.2 915.8

FTE Changes. Theincreaseof 39.6 FTE isattributableto thefollowing three changes: (1) anincrease
of 30.7 FTE to convert 48 contract bedsat L ookout Mountain to state-operated beds; (2) anincrease
of 11.0 FTE to annualize a supplemental appropriation in FY 2003-04 to convert 24 contract beds
at Mount View to state-operated beds; and (3) areduction of 2.1 FTE for client managers based on
caseload.
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General Fund Changes: The General Fund changesincludethefollowing increases. (1) $2.0 million
for an increase in caseload and to restore FY 2003-04 budget reductions related to caseload;
(2) $275,000 for fundsto fill unfunded FTE for client managers and parole officers; (3) $136,000 for
anincreaseinthe parole population; and (4) and $43,000 for inincrease medical expensesassociated
with caseload increases. These General Fund increases are partiadly offset by the following
reductions: (1) $1.0 million associated with an 11.0 percent reduction in the S.B. 91-94 program;
(2) $551,000 in savings associated with the conversion of contract bedsto state-operated bedsat the
Lookout Mountain campus; (3) $491,000 for abase reduction in the purchase of contract placement
line item, which is used to place committed and detained youth in residential programs operated by
private contractors; this reduction funded a corresponding increase in juvenile intensive supervision
probation programs in the Judicial Department; (4) $131,000 to annualize the conversion of
24 contract beds to state-operated beds on the Mount View campus; (5) $90,000 for a 0.2 percent
base reduction in personal services line items; and (6) $84,000 for savings associated with the leap
year — FY 2004-05 has one fewer day than FY 2003-04, which results in savings for contract
programs that are reimbursed based on a daily reimbursement rate.

Cash Funds Exempt Changes: The increase in cash funds exempt is dueto the increase in Medicaid
cash funds associated with using more residential treatment centers as contract providers.

Recent L egisation

2003 Session Bills

S.B. 03-22: Transfers the administration and associated funding ($10,750,000 cash funds) for the
Old Age Pension Health and Medical Care Fund and the Supplemental Old Age Pension Health and
Medical Care Fund fromthe Department of Human Servicesto the Department of Health Care Policy
and Financing.

S.B. 03-37: Changes a county's required maintenance of effort for the Child Care Assistance
Programso that by FY 2005-06, theratio of required county spending to total state and federal funds
received for the Program will be the same for all counties. Specifies that the statewide county
maintenance of effort required for each fiscal year shall be set in the annual Long Bill.

S.B. 03-172: Delaysthetransfer of docket feesto the Family Stabilization Services Fund (whichwas
created through S.B. 01-12 and modified through H.B. 02-1138) for two years, from July 1, 2002,
to July 1, 2004. Asaresult, thisbill is estimated to increase General Fund revenues by $1,382,900
in FY 2002-03 and $2,120,500 FY 2003-04.

S.B. 03-191: For purposesof augmenting Genera Fund revenuesfor FY 2002-03, requiresthe State

Treasurer to transfer atotal of $203,592,024 from various cash fundsto the General Fund. Withfour
specified exceptions, requires al of the transfers to occur on the effective date of the act. Requires
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the State Treasurer to transfer $10.0 million from the General Fund to the Mgjor Medical Insurance
Fund on July 1, 2003. With regard to the Department of Human Services, transfers $357,000 from
the Law Enforcement Assistance Fund Cash Fund. For acompletelist of transfers authorized by the
act, see the table beginning on page 93 of the FY 2003-04 Appropriations Report

S.B. 03-196: Requiresthe use of the cash system (rather than accrual system) of accounting for most
components of the state'sMedicaid program. Thischangeresultsin one-time savingsin FY 2002-03,
as payments for services rendered during FY 2002-03 but not paid until FY 2003-04 are eliminated
from the FY 2002-03 budget. Includesareduction to the appropriation to the Department of Human
Services of $14,500,000 Medicaid cash funds exempt, consisting of a reduction of $15.0 millionin
variousprogramsoffset by an appropriation of $500,000 to the Executive Director's Office associated
withimplementation costs. For additional information, refer to thebill descriptioninthe Department
of Health Care Policy and Financing.

S.B. 03-246: Authorizes the Department of Human Services to charge a $1.00 monthly
administrative fee to al clients receiving cash assistance payments from the state. This bill resultsin
General Fund savings of $589,000 in FY 2003-04, which were accounted for in the General
Appropriations Act for FY 2003-04.

S.B. 03-258: General appropriationsact for FY 2003-04. Includes supplemental adjustmentsto the
FY 2002-03 Long Bill appropriation to the Department of Human Services as amended by S.B. 02-
1474, S.B. 03-176, S.B. 03-196, S.B. 03-197, and S.B. 03-205.

S.B. 03-273: Eliminates the salary survey appropriation for FY 2003-04. For more information,
refer to the bill description in the Department of Personnel and Administration.

S.B. 03-282: Transfers funds from the Tobacco Litigation Settlement Cash Fund into the Generd
Fund for FY 2002-03; reduces funding for programs that receive tobacco settlement funds for FY
2002-03 and FY 2003-04; makes adjustments to account for lower estimated tobacco payment
revenue; and providesadditional funding for six programs, including two programsinthe Department
of Human Services described below. Child Mental Health Treatment Act: Appropriates $451,358
cash funds exempt funding to the Department of Human Services for the "Child Mental Health
Treatment Act". This funding includes $95,918 in tobacco settlement funds that are appropriated
directly to the Department of Human Services and an additional $355,436 in Medicaid funds
transferred from the Department of Health Care Policy Financing that originate as $177,718 tobacco
settlement funds and $177,718 matching federal funds. Mental Health Capitation: Appropriates
$1.0 million to the Department of Human Services, transferred from the Department of Health Care
Policy and Financing, for the mental health capitation program. This amount originates in the
Department of Health Care Policy and Financing as $500,000 cash funds exempt out of tobacco
settlement funding and $500,000 in matching federal funds. For additional information on this bill,
see the bill description in the Department of Public Health and Environment.
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S.B. 03-284: Reduces the length of mandatory parole for juveniles from 9 months to 6 months.
Reduces the appropriation used to supervised juveniles on parole by $315,545 General Fund and
3.2FTE in FY 2003-04.

S.B. 03-286: Caps the number of detention beds in the state at 479, a reduction of 39 beds
(7.5 percent) relative to the number of detention beds anticipated for FY 2002-03. Reduces the
appropriation to the "Purchase of Contract Placements' line item by $1,670,343 General Fund in
FY 2003-04.

S.B. 03-295: Reducesthetransfer of sales and use tax revenueto the Older Coloradans Fund by 25
percent ($500,000 cash funds) for FY 2003-04 and FY 2004-05 only.

S.B. 03-299: Reducesthetransfer of salesand usetax revenueto the Supplemental Old Age Pension
Health and Medical Care Fund by 25 percent ($250,000 cash funds) for FY 2003-04 and subsequent
years.

H.B. 03-1024: Requires the Department of Human Services, within available appropriations, to
monitor county department of social services certification of foster homes on at least a quarterly
basis. Requires certain employees of county departments of social services to submit a set of
fingerprints and pay for the costs of conducting a crimina history record check. Appropriates
$24,300 (including $21,000 cash funds and $3,300 cash funds exempt) to the Department of Public
Safety, Colorado Bureau of Investigation, for FY 2003-04, for the purpose of providing fingerprint
processing services required by this act.

H.B. 03-1211: Repeals the Central Registry of Child Protection, effective January 1, 2004, and
substitutes the use of records and reports of child abuse or neglect maintained by the Department for
use in providing information to certain individuals and agencies. Creates the Records and Reports
Fund, which shall consist of moneystransferred fromthe Central Registry Fund and fees assessed for
providing information to certain persons and agencies using records and reports of child abuse or
neglect (e.g., for screening prospective employees or volunteers). The act does not include an
appropriation clause; the fiscal note assumed that FY 2003-04 Long Bill appropriations associated
with the Central Registry of Child Protection would be adjusted through the supplemental process.

H.B. 03-1292: Authorizes the Department of Human Servicesto charge a"provider fee" to public
and private Intermediate Care Facilities for the Mentally Retarded. The fee can be no more than five
percent of the current costs of the facility. Appropriates $728,000 cash funds exempt in FY 2003-04
to reflect the collection of thefee, additional federal Medicaid dollarscollected asaresult of increased
costs associated with paying the fee, and the reduction of General Fund in an amount equal to the
additional federal dollars collected.
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H.B. 03-1316: Alters the manner in which group benefit plans coverage is calculated for Health,
Life, and Dental appropriations. For moreinformation, refer to the bill descriptionin the Department
of Personnel and Administration.

2004 Session Bills

S.B. 04-14: Eliminates the statutory threshold associated with County Reserve Accounts, thereby
allowing each county to retain, at the end of each fiscal year, the balance of Works Program county
block grant funds remaining in its County Reserve Account.

S.B. 04-65. ExtendstheH.B. 99-1116 Child Mental Health Treatment Act to July 1, 2009. Creates
the Child Mental Health Treatment Fund and authorizesa $1.6 million expenditurefromthe Tobacco
Litigation Settlement Cash Fund to the Child Mental Health Treatment Fund. Makes the following
appropriations for FY 2004-05: (1) $1.6 million fromthe Tobacco Litigation Settlement Cash Fund
to the Child Mental Health Treatment Fund inthe Department of Human Services; (2) $800,000 from
the Tobacco Litigation Settlement Cash Fund to the Department of Public Health and Environment,
Tony Grampsas'Y outh Services Program; (3) $449,491 ($223,745 cash funds exempt and $223,746
federal funds) to the Department of Heath Care Policy and Financing, Department of Human
Services Medicaid-funded programs (for transfer to the Department of Human Services); and (4)
$559,739 cash funds exempt to the Department of Human Services, Mental Health and Alcohol and
Drug Abuse Services, Mental Health Community Programs, including $110,248 cash funds exempt
from the Child Mental Health Treatment Fund and $449,491 Medicaid funds transferred from the
Department of Health Care Policy and Financing. The bill contains an effective date that provides
that S.B. 04-65 takes effect upon passage except that the provisionsaddressing the fiscal mechanisms
(Sections 3, 5, and 6 of the bill) do not take effect if H.B. 04-1421 (tobacco hill) becomes law.

H.B. 04-1030: Continues the evaluation of the Colorado Works Program for five years. Requires
the Department of Human Services, with input from an independent advisory committee, to oversee
theadministration of an annual independent evaluation designed to obtain systematic dataconcerning
program outcomes. Appropriates $500,000 federal Temporary Assistance for Needy Families
(TANF) funds for FY 2004-05.

H.B. 04-1075: Authorizes the Department to seek a state plan amendment to expand substance
abuse treatment services to Medicaid dligible women from two months to 12 months following a
pregnancy. Itisanticipated that the expanded serviceswill beginin October 2004 and adds $95,805
cash funds exempt in FY 2004-05. The hill authorizes a transfer from the state funds within the
substance abuse block grant program to be used as the state match for the program.

H.B. 04-1107: Transfers the Office of Homeless Y outh Services from the Department of Public

Health and Environment to the Department of Human Services. The bill adds 1.0 FTE to the
Department of Human Services for FY 2004-05.
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H.B. 04-1265: Transferstheadministration of the Medicaid mental health community programfrom
the Department of Human Services to the Department of Health Care Policy and Financing, except
for the Goebel lawsuit settlement program. Adjuststhe FY 2003-04 Long Bill appropriation in the
following manner: (1) increases the appropriation to the Department of Health Care Policy and
Financing, Executive Director's Office, by $259,274 (including $112,415 General Fund and $146,859
federal funds) and 2.3 FTE; decreasesthe appropriation to the Department of Health Care Policy and
Financing, Department of Human Services Medicaid-funded Programs by $259,274 (including
$112,415 General Fund and $146,859 federal funds); and (3) decreases the appropriation to the
Department of Human Services, Mental Health and Alcohol and Drub Abuse Services, Administration
by $259,274 Medicaid cash funds exempt and 2.3 FTE. Please note, for FY 2004-05, the
administrative and programmatic appropriations changes are incorporated in the FY 2004-05 Long
Bill (H.B. 04-1422).

H.B. 04-1277. Continues the Child Care Commission (renamed the Early Childhood and School
Readiness Commission) through June 30, 2006. Modifies the membership and duties of the
Commission. Authorizesthe Department to receive gifts, grants, and donations for the Commission,
and requires that such moneys be credited to the Early Childhood and School Readiness Cash Fund.
Appropriates $26,100 cash funds exempt to the Department of Human Services to cover the costs
of contract staff assistance and to provide reimbursement for non-legisative members of the
Commission, as well as $600 cash funds exempt to the Legidative Department for FY 2004-05 to
provide reimbursement for Commission members who are members of the General Assembly.

H.B. 04-1322: Supplemental appropriation to the Department of Human Services to modify the
appropriation included in the FY 2003-04 Long Bill.

H.B.04-1414: Requiresfederal TitlelV-E reimbursementsearnedinexcessof amountsappropriated
to be credited to a new fund, entitled "Excess Federa Title IV-E Reimbursements Cash Fund".
Makes moneys in the new Fund subject to annual appropriation by the General Assembly to the
Department for alocation to counties for two purposes. (1) To help defray the costs of performing
administrative functions related to obtaining federal Title IV-E reimbursements; and (2) for the
provision of assistance (as defined for the Colorado Works Program), child care assistance, socid
services, and child welfare services. Specifiesthat for FY 2004-05 (and in subsequent fiscal yearsif
so specified by the General Assembly through the annual Long Bill) counties shall spend excess
federa TitlelV-E fundsreceived for the provision of assistance, child care assistance, social services,
and child welfare services on the types of expenditures that can be counted toward the federd
maintenance of effort requirement for Temporary Assistance for Needy Families (TANF) programs.

Requires the Department to submit areport to the Joint Budget Committee by October 1 each year
concerning the amount of federal Title IV-E revenues earned, the amount and purposes of amounts
expended, and the amount credited to the new fund. Replaces a $4,100,000 federal funds
appropriation in the FY 2004-05 Long Bill that was intended to reflect excess Title IV-E funds

PART Il -210- HUMAN SERVICES



anticipated to be paid to counties with two cash funds exempt appropriations from the new fund: (1)
$1,600,000for counties costsof performing administrativefunctionsrelatedto obtaining federal Title
IV-E reimbursements; and (2) $2,500,000 for county expenditures for that can be counted toward
the federal TANF maintenance of effort requirement.

H.B. 04-1421: Changestheallocation formulafor the state'sannual tobacco settlement payment and
transfers the FY 2003-04 year-end balance in the Tobacco Litigation Settlement Trust Fund, $20.6
million, to the General Fund. Also transfers unappropriated remainder of 2004 payment and all
subsequent payments to the General Fund. With respect to the Department of Human Services,
increasesthe appropriation for mental health, residential treatment for youth by $508,521 cash funds
exempt—$90,389 from the tobacco litigation settlement cash funds and a $418,132 transfer fromthe
Department of Health Care Policy and Financing. For more information on the impact to other
departments, please see the bill description in the Department of Public Health and Environment.

H.B. 04-1422: General appropriationsact for FY 2004-05. Also includes supplemental adjustments
to the FY 2003-04 Long Bill appropriation to the Department of Human Services as amended by
H.B. 04-1322.

H.B. 04-1451: Authorizeseach county department of social servicesand local representativesof the
judicial districts, health departments, school districts, community mental health centers, and mental
health assessment and service agencies to enter into a memorandum of understanding ("MOU") to
promoteacollaborative system of treatment and servicesfor childrenand families. Authorizesparties
to an MOU to reinvest any state General Fund savings that result from such collaboration. Creates
the Performance-based Collaborative Management Incentive Cash Fund to provide incentives,
beginning in FY 2005-06, to partiesto an MOU. On and after July 1, 2005, transfers moneysin the
Performance Incentive Cash Fund, the Family Stabilization Services Fund, and moneys received
through civil docket feesto the new fund. Repeals the Integrated Care Management Program.
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JUDICIAL DEPARTMENT

The Colorado Judicial Department is a constitutionally separate branch of state government. The
state court system includes the Supreme Court, the Court of Appeals, district courtsin 22 judicial
districts, and 64 county courts (Denver County Court is not part of the state court system). The
Judicial Department is also responsible for the operation of the State's probation system and
monitoring and regulating the practice of law withinthe State. The Judicial Department also includes
three independent agencies, the Colorado State Public Defender, the Office of Alternate Defense
Counsel, and the Office of the Child's Representative. The Chief Justice of the Supreme Court isthe
head of the statejudicial system. The Office of the State Court Administrator provides management
supervision and support for the court system and the probation department, pursuant to the policies,
guidelines, and directives promulgated by the Chief Justice.

Department Budget: Recent Actual Expenditures and Appropriations

FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05
Funding Sour ce Actual Actual Approp. Approp.
General Fund $206,485,128 $204,831,317 $208,617,893 $219,577,404
Cash Funds 40,543,942 41,627,577 59,134,676 59,868,406
Cash Funds Exempt 7,468,675 5,167,956 6,475,448 7,309,859
Federal Funds 2,189,120 1,293,972 1,758,609 1,454,690
Total Funds $256,686,865 $252,920,822 $275,986,626 $288,210,359
Full Time Equiv. Staff 3,038.0 3,249.5 3,197.4 3,285.2

FY 2004-05 Budget Changes

Significant changesin appropriationsfor FY 2004-05 comparedto FY 2003-04 includethefollowing:

(4 Increase the FTE appropriation by 63.0 to more correctly account for long-term contract FTE
in various programs (long-term contract FTE are alowed under the Judicial Department's
personnel system but not the Executive Branch's personnel system; there was no funding change
associated with these FTE);

1 Restorefunding for salary survey increases and anniversary increases ($5, 754,000 General Fund
and $224,000 cash funds);

1 Increase the State's contribution for health, life, and dental by $1,556,000 General Fund and
$158,000 cash funds;
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(1 Restore the Juvenile Intensive Supervision Probation Program ($895,000 General Fund) and
partialy restorethe Adult I ntensive Supervision Probation Program ($653,0000 General Fund);

(d Provide increases of $538,000 General Fund for statewide caseload growth to the Office of the
Child's Representative (OCR), and $192,000 General Fund for the OCR's El Paso County
Guardian ad Litem Office;

(d Provide an increase of $495,000 Genera Fund to the Alternate Defense Counsel for court
appointed counsel and mandated costs due to an increase in caseload;

(4 Provide $271,000 General Fund to pay for increased retired judge use during FY 2003-04
(retired judges fill-in for sitting judges on vacation, sick leave, who have a conflict of interest,
and on other occasions);

(d Fund anew water court referee and two staff in Water Court Division One ($211,000 General
Fund and 3.0 FTE);

(1 Reduce the District Attorney mandated cost appropriation by $113,000 General Fund and
$125,000 cash funds;

1 Implement 0.2 percent personal servicesbasereductionsof $111,000 General Fund and $10,000
cash funds;

1 Rensate 34.0 Trial Courts FTE that were lost due the FY 2003-04 General Fund shortfall
($553,000 cash funds);

1 A $600,000 cash funds reduction to account for the one-time supplemental appropriation from
the Judicial Stabilization Fund for county courthouse furnishingsin FY 2003-04;

A $500,000 cash funds exempt reduction to account for the discontinuation of a one-time
appropriation from tobacco settlement money to the Family Violence Program in FY 2003-04;
and

(1 Restore the Female Offender Probation Program using $239,000 cash funds exempt.
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General Factors Driving the Budget

Fiscal year 2004-05 funding for this department consists of 76.2 percent General Fund, 20.8 percent
cash funds, 2.5 percent cash funds exempt, and 0.5 percent federal funds. Some of the most
important factors driving the budget are reviewed below.

The main factor driving the budget of the Judicia Department is caseload. Judges, magistrates,
probation officers, public defenders, and staff can only handle so many cases per year. Caseload is
related to increases in the overall population in Colorado, the number of each type of case type (a
misdemeanor requires fewer resources than a civil case, which requires fewer resources than a
homicide), and changesin state laws and sentencing provisions. The Annual Statistical Report of the
Colorado Judicial Branch for FY 2002-03 provides a detailed history of caseloads for that fiscal
year, and can be obtained from the State Court Administrator's Office.

The Judicial Department receives cash funds from afew main sources, including fees charged to use
the court system. These moneys are used to fund operating expenses of the courts. Senate Bill 03-
186 raised certain docket fees, refinanced $3,421,000 General Fund with cash fundsfor FY 2002-03,
and refinanced approximately $9.3 million of the Department's General Fund appropriationwith cash
funds for subsequent fiscal years. Probation receives cash funds from individuals sentenced to
probation who pay feesthat are put towardstheir supervision and treatment. Attorney licensing fees
are used by the Supreme Court to regulate the practice of law in Colorado.

Supreme Court Caseload

The Supreme Court is comprised of seven justices. The majority of its cases are from requests to
review decisions of the Court of Appeals. It has direct appellate jurisdiction over: casesin which a
statute has been held to be unconstitutional; cases involving decisions of the Public Utilities
Commission; writs of habeas corpus, cases involving adjudication of water rights;, summary
proceedingsinitiated under theelection code; and prosecutorial appealsconcerning searchand seizure
guestions in pending criminal proceedings. In addition to deciding various appellate matters, the
Supreme Court regulates the practice of law in Colorado by investigating grievances filed against
attorneys, regulating attorney conduct, and monitoring and upgrading the rules of court procedure.
Recent caseloads have been as follows:

FY 2000-01 FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05
Actual Actual Actual Est. Est.
New filings 1,367 1,368 1,401 1,276 1,300
Pending July 1 530 472 425 385 386
Total Casdoad 1,897 1,840 1,826 1,661 1,686

PART Il -214 - JUDICIAL



Court of Appeals Caseload

The Court of Appealsis composed of 16 judges. The Court of Appeals receives cases from several
different venues. District Courts, Denver probate and juvenile courts, state agencies, and the
Industrial Appeal Claims Office. Recent caseloads have been as follows:

FY 2000-01 FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05

Actual Actual Actual Est. Est.
New filings 2,335 2,673 2,589 2,533 2,584
Pending July 1 2,343 2,264 2,474 2,528 2,578

Tota 4,678 4,937 5,063 5,061 5,162

Trial Courts Casdload

House Bill 01-1075 created 24 new district court judgeships over 4 years (beginning in FY 2001-02).
However, due to alack of funding, no new judgeships were funded in FY 2003-04 or FY 2004-05.
Asof FY 2002-03, district courts had 73 percent of the total judgeships needed based on caseload.
The District Courts preside over felony criminal matters, civil claims, al juvenile matters, probate,
mental health, divorce proceedings, and water cases. They also preside over jury trials, handle
appealsfrom Colorado's municipal and county courts, and review decisions of administrative boards
and agencies. Recent caseloads have been as follows:

New Cases Filed
FY 2000-01 FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05
Actual Actual Actual Est. Est.
District Court Total 155,220 164,237 169,458 179,328 182,914

County Court Total 444,629 469,993 498,515 517,579 527,930

Probation and Related Services Caseload

Probation is a sentencing alternative to incarceration in the Department of Corrections or in the
Division of Y outh Corrections. Individuals sentenced to probation remain under the supervision of
the court which sentenced them. Failure to meet the terms of probation set forth in the court's
sentencing order may result in incarceration. There are different types of probation which cater to
defendants assessed risk levels. Recent caseloads have been as follows:
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Regular Probation Caseloads as of July 1
FY 2000-01 FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05
Actual Actual Actual Est. Est.
Adult - Regular 36,635 37,259 39,751 42,101 42,200
Juvenile - Regular 9,041 8,524 8,558 8,040 8,150
Adult - Intensive 1,450 1,551 1,600 1,760 1,600
Juvenile - Intensive 606 567 525 513 520
Sex Offender 135 430 739 885 1,115
Tota 47,867 48,331 51,173 53,299 53,585

Public Defender Caseload

The Public Defender represents criminal defendants who have inadequate resources to pay for their
own defense. Asin the court system, more complicated felony cases consume more resources than
simpler cases, felonies cost more than misdemeanors, and homicides more than assaults or robbery
cases. Recent caseloads have been as follows:

Public Defender Closed Cases
FY 99-00 FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY 04-05
Actual Actual Actual Actual Est. Est.
Felony 35,959 38,173 40,789 43,421 45,158 46,061
Misdemeanor/Traffic 18,535 19,698 20,607 23,119 24,044 24,525
Juvenile (All) 10,244 9,701 9,524 9,569 9,952 10,151
Tota 64,738 67,572 70,920 76,109 79,154 80,737

Alternate Defense Counsel Caseload

The Alternate Defense Counsel (ADC) contracts with private attorneys to represent indigent
defendants in cases where the Public Defender has a conflict of interest and may not ethicaly
represent adefendant. Representation in this situation is more expensive because private attorneys
represent the defendants. Here too, complexity of case as well as overall caseload determines the
amount of resources required. Representation in a death penalty case costs far more than an assault
or burglary case. Recent caseloads have been as follows:
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ADC Caseload

FY 2000-01 FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05

Actual Actual Actual Est. Est.
Felony 553 485 429 379 342
Appesals 477 470 468 476 477
Rule 35(c) motions 5121 5,424 6,465 7,074 7,641

Total

6,151 6,379 7,362 7,929

Office of the Child's Representative Caseload

The Office of the Child's Representative (OCR) is responsible for representing the best interests of
children who are participants before courts, but who do not have counsel.  Appointments of
guardians ad-litem, the attorneys who represent the best interest of the child, drive the budget of this
agency. The OCR began full operationsin FY 2001-02.

OCR Caseload
FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05
Actual Actual Est. Est.
Dependency and Neglect 5,773 5,634 7,165 8,240
Juvenile Delinquency & Truancy 3,801 3,391 2,762 2,549
Domestic Relations & Paternity 730 860 1,189 1,398
Probate & Other 447 157 168 168
Tota 10,751 10,042 11,284 12,355

Summary of FY 2003-04 and FY 2004-05 Appropriations

Total Department Appropriations

GF CF CFE FF Total FTE

FY 2003-04 Total
Appropriation: $208,617,893 $59,134,676 $6,475,448 $1,758,609 $275,986,626 3,197.4

Breakdown of Total Appropriation by Administrative Section

Supreme Court/Court of
Appeals 7,962,897 4,698,000 355,000 0 13,015,897 168.7
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GF CF CFE FF Total FTE
Courts Administration 17,471,976 7,363,240 1,203,801 233,653 26,272,670 170.0
Tria Courts 90,389,540 33,356,083 383,469 370,158 124,499,250 1,558.3
Probation and Related
Services 41,058,290 13,638,213 4,468,282 1,154,798 60,319,583 950.5
Public Defender 30,935,874 76,140 64,896 0 31,076,910 342.9
Alternate Defense
Counsel 11,931,602 3,000 0 0 11,934,602 3.0
Office of the Child's
Representative 8,867,714 0 0 0 8,867,714 4.0
Breakdown of Total Appropriation by Bill
SB 03-76 0 239,753 0 0 239,753 55
SB 03-258 213,487,078 56,918,305 6,372,361 1,838,654 278,616,398 3,216.6
SB 03-273 (6,164,153) (517,306) 0 0 (6,681,459) 0.0
SB 03-282 0 0 500,000 0 500,000 0.0
HB 03-1316 (25,441) (2,329) 0 0 (27,770) 0.0
HB 03-1378 0 538,000 23,042 0 561,042 0.0
HB 04-1323 1,320,409 1,958,253 (419,955) (80,045) 2,778,662 (24.7)
FY 2004-05 Total
Appropriation: $219,577,404 $59,868,406 $7,309,859 $1,454,690 $288,210,359 3,285.2
Breakdown of Total Appropriation by Administrative Section
Supreme Court/Court of
Appeals 7,972,648 4,698,000 355,000 0 13,025,648 166.7
Courts Administration 23,807,458 7,690,715 1,544,892 233,778 33,276,843 183.0
Tria Courts 90,695,792 33,793,927 383,469 205,158 125,168,346 1,588.8
Probation 42,524,836 13,603,624 4,936,331 925,754 61,990,545 990.8
Public Defender 32,452,353 79,140 62,167 0 32,593,660 348.9
Alternate Defense
Counsel 12,440,302 3,000 0 0 12,443,302 3.0
Office of the Child's
Representative 9,684,015 0 28,000 0 9,712,015 4.0
Breakdown of Total Appropriation by Bill
HB 04-1021 8,377 0 0 0 8,377 0.2
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GF CF CFE FF Total FTE
HB 04-1256 0 10,000 0 0 10,000 0.0
HB 04-1422 219,569,027 59,858,406 7,309,859 1,454,690 288,191,982 3,285.0
Increase/(Decr ease) $10,959,511 $733,730 $834,411 ($303,919) $12,223,733 87.8
Percentage Change 5.3% 1.2% 12.9% -17.3% 4.4% 2.7%

Detail of Appropriation by Administrative Section

Supreme Court/Court of Appeals

This division is comprised of the Supreme Court and the Court of Appeals. The Supreme Court is
the highest court in the State and has general supervisory control over the lower courts. The
Supreme Court provides appellate review of final judgements of lower courts and has origina
jurisdiction over cases relating to the constitutionality of a statute, ordinance, or charter; decisions
of the state Public Utilities Commission; writs of habeas corpus; certain water cases; certain
proceedings arising from the state election code; and some prosecutorial appeals.

The Supreme Court has rule-making authority over the state court system, both procedural and
administrative, and it isresponsible for promulgating civil and criminal rules of procedure. Thereare
seven justices appointed to the Supreme Court. The Chief Justice is elected by the members of the
Supreme Court. The Supreme Court isalso responsible for overseeing the state law library, the law
examiner board, the attorney regulation committees, and the continuing legal education program.

The Supreme Court receives nearly all of its cash funds from fees charged to attorneys for the
Colorado Bar Examination, and for licensesto practice law. These cash funds are used to monitor
the legal profession to ensure that attorneys practicing in Colorado are competent and ethical. Cash
funds exempt are from reserves in those funds.

The Court of Appeals hasinitial appellate jurisdiction over appealsfromdistrict courts and Denver's
probate and juvenile courts. In addition, the Court of Appeals hasinitia statutory jurisdiction over
appeals of certain final ordersfrom various state agencies. The Court of Appealsis comprised of 16
judges who serve eight-year terms. The Court sitsin panels of three judges and the Chief Judge of
the Court of Appeals is appointed by the Chief Justice of the Supreme Court.

GF CF CFE FF Total FTE

FY 2003-04 Appropriation:
SB 03-258 $7,962,897 $4,698,000 $355,000 $0 $13,015,897 168.7
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GF CF CFE FF Total FTE
TOTAL $7,962,897 $4,698,000 $355,000 $0 $13,015,897 168.7
FY 2004-05 Appropriation:
HB 04-1422 $7,972,648 $4,698,000 $355,000 $0 $13,025,648 166.7
TOTAL $7,972,648 $4,698,000 $355,000 $0 $13,025,648 166.7
I ncr ease/(Decr ease) $9,751 $0 $0 $0 $9,751 (2.0)
Percentage Change 0.1% 0.0% 0.0% n/a 0.1% -1.2%
FTE Detail FY 2003-04 FY 2004-05
Judges and Staff 119.0 119.0
Attorney Regul ation Committees 35.5 35.5
Continuing Legal Education 4.0 4.0
Law Examiner Board 8.2 8.2
Law Library 2.0 0.0
168.7 166.7

FTE Changes. The appropriation for the state law library was reduced by 2.0 FTE because that
appropriationisused to support the library's collection by paying for subscriptions and copies of law
books, not to fund FTE. Thischange isfor accounting purposes only; there isno associated funding
change. The law library's 4.0 FTE are aready accounted for in the appropriation for the Supreme
Court judges and staff.

General Fund Changes. The General Fund appropriation includes an increase of $25,500 for a 1.0
percent increase in the state's contribution rate to PERA for sitting judges. Thisincreaseis partially
offset by a $15,700 reduction as part of a 0.2 percent personal services base reduction.

Courts Administration

This division contains appropriations for the administration of Colorado's courts and probation
department. It also includes several specialized programs. Formerly, the Division included the
following subdivisions: Administration (State Court Administrator's Office), Administrative Special
Purpose (centralized appropriations and assorted administrative programs), Judicial/Heritage
Complex (buildings housing the Supreme Court and Court of Appeals) and Integrated Information
Services (the Judicial Department's information technology department). However, during the
FY 2003-04 supplemental process, the Judicial/Heritage Complex subdivision waseliminated and the
appropriation moved to the Administration subdivision. In addition, during the FY 2004-05 figure-
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setting process, the appropriation for the Judicial Performance program was removed from the
Administrative Special Purpose subdivision into its own subdivision.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
TOTAL $17,471,976 $7,363,240 $1,203,801 $233,653 $26,272,670  170.0
FY 2004-05 Appropriation:
TOTAL $23,807,458 $7,690,715 $1,544,892 $233,778 $33,276,843  183.0
Increase/(Decr ease) $6,335,482 $327,475 $341,091 $125 $7,004,173 13.0
Percentage Change 36.3% 4.4% 28.3% 0.1% 26.7% 7.6%

Administration (State Court Administrator's Office)

Responsibilities of the State Court Administrator's Office include coordination and control of
budgeting, human resources, data processing, and management services for the entire Judicial
Department; internal audits of court programs, judicial districts, and probation offices; training and
technical assistance; and support for the probation offices. Cash funds are from the Family Friendly
Court Program Cash Fund, and the collection of fees, cost recoveries, parking receipts at the
Judicial/Heritage Complex, and departmental and statewide indirect cost recoveries. Cash funds
exempt and federal funds are from the collection of departmental and statewide indirect cost
recoveries.

GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

SB 03-258 $3,961,804 $166,415 $61,408 $143 $4,189,770 485
SB 03-282 0 0 500,000 0 500,000 0.0
HB 04-1323 575,372 801,700 0 0 1,377,072 4.0
TOTAL $4,537,176 $968,115 $561,408 $143 $6,066,842 52.5
FY 2004-05 Appropriation:

HB 04-1422 $3,871,307 $777,314 $925,520 $535 $5,574,676 55.5
TOTAL $3,871,307 $777,314 $925,520 $535 $5,574,676 55.5
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GF CF CFE FF Total FTE

I ncrease/(Decr ease) ($665,869) ($190,801) $364,112 $392 ($492,166) 3.0
Percentage Change -14.7% -19.7% 64.9% 274.1% -8.1% 5.7%
FTE Detail FY 2003-04 FY 2004-05

Administration 10.0 14.0

Court Services 8.0 8.0

Financial Services 145 145

Planning 7.0 7.0

Human Resources 9.0 9.0

Judicial/Heritage Complex 4.0 3.0

52.5 55.5

FTE Changes: Theincreaseof 3.0 FTE includesanincreaseon 4.0 FTE for Administration Personal
Services to more correctly account for long-term contract FTE. Thisincrease is partially offset by
areduction of 1.0 FTE for the Judicial/Heritage Complex to remove the appropriation for a security
guard who is not a Judicial Department employee. Both of these changes are accounting changes;
there are no associated funding changes.

General Fund Changes. The General Fund decrease includes reductions of: (1) $334,000 to the
Judicial/Heritage Program dueto refinancing with cash funds exempt fromthe State Historical Fund;
(2) $326,000 dueto refinancing with cash funds exempt from departmental indirect cost assessments,
and (3) $8,000 as part of a 0.2 percent personal services base reduction.

Cash Funds Changes: The cash funds decrease includes reductions of $600,000 to account for the
one-time supplemental appropriation of cash funds from the Judicial Stabilization Fund for county
courthouse furnishingsin FY 2003-04, and $70,000 due to areduction in anticipated revenuesto the
Family Friendly Courtsprogram. Thesereductionsare partially offset by anincrease of $479,000 due
to anincrease in statewide indirect cost assessments and anew lineitemto account for departmental
indirect costs.

Cash Funds Exempt Changes. The net increase in cash funds exempt includes increases of: (1)
$483,000 in statewide and departmental indirect cost assessments; (2) $378,000 to the
Judicial/Heritage Complex due to refinancing of General Fund from reservesin the State Historical
Fund; and (3) $3,000 dueto anincreasein statewide indirect cost assessments. Theseincreasesare
partialy offset by a$500,000 reductionto account for the discontinuation of aone-timeappropriation
from tobacco settlement money to the Family Violence Program in FY 2003-04.
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Administrative Special Purpose

Thissection includes several programs within the Judicial Department, such asthe Office of Dispute
Resolution, the child support enforcement program, and theretired judge program. Thissectionalso
includes centrally appropriated line items, such as salary survey, workers' compensation, lega
services, and paymentsrelated to risk management. Cash fundsarefromthe Offender Services Fund,
the Fines Collection Fund, the Drug Offender Surcharge Fund, the Alcohol and Drug Driving Safety
Program Fund, the Judicial Collection Enhancement Fund, the Dispute Resolution Fund, the sale of
pattern jury instructions, and parking fees. Exempt cash funds are from reserves in the Dispute
Resolution Fund, local Victims and Witness Assistance Law Enforcement (VALE) Boards, and
General Fund and federal funds appropriated to the Department of Human Services that are

transferred to the Judicial Department for the Child Support Enforcement Program.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $14,259,956 $4,871,352 $619,351 $100,000 $19,850,659 74.7
SB 03-273 (5,220,582) (517,306) 0 0 (5,737,888) 0.0
HB 03-1316 (22,168) (2,329) 0 0 (24,497) 0.0
HB 03-1378 0 538,000 23,042 0 561,042 0.0
HB 04-1323 (433,325) 95,408 0 0 (337,917) 0.0
TOTAL $8,583,881 $4,985,125 $642,393 $100,000 $14,311,399 74.7
FY 2004-05 Appropriation:
HB 04-1422 $15,610,984 $4,942,359 $619,372 $100,000 $21,272,715 83.7
TOTAL $15,610,984 $4,942,359 $619,372 $100,000 $21,272,715 83.7
I ncr ease/(Decr ease) $7,027,103 ($42,766) ($23,021) $0 $6,961,316 9.0
Percentage Change 81.9% -0.9% -3.6% 0.0% 48.6% 12.0%
FTE Detail FY 2003-04 FY 2004-05
Collections Investigators 69.2 78.2
Office of Dispute Resolution 45 4.5
Child Support Enforcement 1.0 1.0
4.7 83.7
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FTE Changes. Theincrease in FTE is due an additional 9.0 FTE to account for mediators in the
Office of Dispute Resolution. This change is for accounting purposes only; there is no associated
funding change.

General Fund Changes. The increase in General Fund is due to the following increases:
(1) $4,858,000 for salary survey and anniversary increases (none was appropriated in FY 2003-04);
(2) $1,321,000 for the State's contribution to health, life, and dental; (3) $556,000 for centrally-
appropriated items such as worker's compensation, risk management, and short-term disability; (4)
$271,000 for the Retired Judges Program; and (5) $18,000 for lease purchase payments.

Cash Funds Changes: The decrease in cash funds spending authority is due to a reduction of
$538,000, caused by the transfer of the appropriation for Judicial Performance from this subdivision
to anew subdivision. Thisreduction is partially offset by the following increases: (1) $224,000 for
salary survey and anniversary increases (nonewas appropriated in FY 2003-04); (2) $158,000 for the
State's contribution to health, life, and dental; (3) $109,000 for collections investigators; and (4)
$5,000 for short-term disability.

Cash Funds Exempt Changes. The decrease in cash funds exempt spending authority is due to a
reduction of $23,000, caused by the transfer of the appropriation for Judicial Performance from this
subdivision to a new subdivision.

Judicial/Heritage Program

The State Court Administrator's Office isresponsible for supervising the maintenance, security, and
other related services at the Judicial Heritage Complex in Denver. The Judicial Heritage Complex
consists of the Judicial Building (Two East Fourteenth Avenue), and the Colorado History Museum
(1300 Broadway). Prior tothe FY 2003-04 supplemental process, the Judicial/Heritage Complex was
a subsection within the Courts Administration Division. However, since the program was so small,
the appropriations were merged into a single program line item and moved to the Administration
subsection of the Courts Administration Divisionto alow the Department more flexibility to manage
its appropriation.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $575,372 $1,700 $0 $0 $577,072 4.0
HB 04-1323 (575,372) (1,700) 0 0 (577,072) (4.0
TOTAL $0 $0 $0 $0 $0 0.0
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GF CF CFE FF Total FTE

FY 2004-05 Appropriation:

This program was moved to the Administration subprogram of the Courts Administration Division in FY 2004-05 (see above).

Judicial Performance

This program provides a system of evaluating judicia performance in order to: (1) provide persons
who are voting on the retention of justices and judges with fair, responsible, and constructive
information about judicial performance; and (2) provide justices and judges with useful information
concerning their own performances. Judicial Performance Commissions evaluate all judges up for
retention, and subject to available appropriation, provide interim evaluations of judges not up for
retention during each even-numbered year. Narrative profilesof judgesup for retention are published
in the Legidative Council's Blue Book.

Prior to FY 2004-05, the appropriation for Judicia Performance was within the Administrative
Special Purpose subdivision of the Courts Administration Division. The FY 2004-05 appropriation
for the programwas moved to a new subdivision and isequal to the FY 2003-04 appropriation. The
source of cash fundsis the Judicial Performance Cash Fund.

GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

This program was part of the Courts Administration Division, Administrative Special Purpose during FY 2003-04 (see above).

FY 2004-05 Appropriation:

HB 04-1422 $0 $561,042 $0 $0 $561,042 1.0
TOTAL $0 $561,042 $0 $0 $561,042 1.0

Integrated Information Services (119

This subdivision provides automated data processing services to the state courts and probation
offices. Major systems supported by 11S include the Integrated Colorado On-line Network (ICON),
which handles case tracking and financial functions for the trial courts and probation departments,
the Colorado Integrated Criminal Justice I nformation System (CICJIS), which sharesand tracksdata
concerning offendersamong thevarious criminal justice agencies, including law enforcement, district
attorneys, courts, and adult and youth corrections; the appellate case tracking system; the
court-appointed counsel system; and the state court administrator'slocal-areanetwork. Cash funds
are from revenues from fees and cost recoveries.
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GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

SB 03-258 $4,352,379 $1,010,000 $0 $133,510 $5495889 428
HB 04-1323 (1,460) 400,000 0 0 398,540 0.0
TOTAL $4,350,919 $1,410,000 $0 $133,510 $5,804,429 428

FY 2004-05 Appropriation:

HB 04-1422 $4,325,167 $1,410,000 $0 $133,243 $5,868,410 42.8
TOTAL $4,325,167 $1,410,000 $0 $133,243 $5,868,410 42.8
I ncr ease/(Decr ease) ($25,752) $0 $0 ($267) ($26,019) 0.0
Percentage Change -0.6% 0.0% n/a -0.2% -04%  0.0%
FTE Detail FY 2003-04 FY 2004-05

Admin./Support 3.0 3.0

Programmers/Technical 27.8 27.8

Programming/Tech Supervisors 4.0 4.0

Customer Support 8.0 8.0

42.8 42.8

General Fund Changes. The net decrease in General Fund is due to the following reductions (1)
$30,000 for computer integrated courtrooms; (2) $14,000 for the Multi Use Network; and (3) $5,000
as part of a0.2 percent persona services base reduction. These reductions are partially offset by a
$22,000 increase for the purchase of services from the government computing center, and a $1,000
increase for communications services.

Trial Courts

The Tria Courts Division represents the largest portion of the Judicial Department's budget. This
division includes district courts in 22 judicia districts, 64 county courts, and 7 water courts. Each
judicia district includes one district court and a county court in each county served by the district.
The Second Judicial District (Denver) also includes aprobate court and ajuvenile court. However,
the Denver County Court is not part of the state court system. Thedistrict courtsaretrial courts of
genera jurisdiction and have appellate jurisdiction over final judgements of county courts and
municipal courts. The county courts have limited jurisdiction, as set by statute. County courts have
appellate jurisdiction over municipal courts. Water courts are separately created by the Water Right
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Determination and Administration Act of 1969 and have general jurisdiction over water use, water
rights, and water administration.

Cash funds are from the Judicia Stabilization Fund, The Crime Victim Compensation Funds, the
Victims and Witnesses Assistance and Law Enforcement Funds, and various fees and cost recovery
charges to those who use the court system. Cash funds exempt are from federal funds appropriated
to other departments and transferred to the Judicial Department.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $89,646,860 $32,693,238 $74,380 $679,247  $123,093,725 1,561.9
HB 04-1323 742,680 662,845 309,089 (309,089) 1,405,525 (3.6)
TOTAL $90,389,540 $33,356,083 $383,469 $370,158 $124,499,250 1,558.3
FY 2004-05 Appropriation:
HB 04-1021 $8,377 $0 $0 $0 $8,377 0.2
HB 04-1256 0 10,000 0 0 10,000 0.0
HB 04-1422 90,687,415 33,783,927 383,469 205,158  125149,969 1,588.6
TOTAL $90,695,792 $33,793,927 $383,469 $295,158 $125,168,346 1,588.8
I ncr ease/(Decr ease) $306,252 $437,844 $0 ($75,000) $669,096 30.5
Percentage Change 0.3% 1.3% 0.0% -20.3% 0.5% 2.0%
FTE Detail FY 2003-04 FY 2004-05

District Court Judges 132.0 132.0

County Court Judges 83.0 83.0

Magistrates & Water Referee 63.0 64.0

Division Staff 399.3 403.6

Court Reporters 135.8 135.8

Clerks Offices 609.6 609.6

Language Interpreters 0.0 25.0

Administrative/Office Support 127.1 127.1
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FTE Detail FY 2003-04 FY 2004-05

Grants and Federal Funds 8.5 8.5

1,558.3 1,588.6

FTE Changes: The net increase in FTE is primarily due to an additional 25.0 FTE to account for
language interpretersin the Mandated Costslineitem. This changeisfor accounting purposes only;
there is no associated funding change. There are also an increases of: (1) 3.6 FTE due to an
anticipated changein federal grant receipts; (2) 3.0 FTE for anew water court referee and associated
staff in Water Court Division One; and (3) 0.2 FTE per H.B. 04-1021 for an anticipated increasein
court cases due to the lowering of the legal blood alcohol limit. These increases are partialy offset
by adecrease of 1.3 FTE dueto the elimination of the Family Preservation Matching Fundslineitem.

General Fund Changes: The net increase in Genera Fund includes the following increases. (1)
$221,000 for a 1.0 percent increase in the state's contribution rate to PERA for sitting judges only;
(2) $211,000 for the new water court referee and staff; and (3) $5,000 for the Sex Offender
Surcharge Fund Program. Theseincreasesare partialy offset by areduction of $113,000 for District
Attorney mandated costs, and a reduction of $25,000 for family preservation matching funds.

Cash Funds Changes: The net cash funds increase is due to an increase of $553,000 to reinstate
funding for trial courts staff lost due to budget cutsin FY 2003-04 (these 34.0 FTE are currently
appropriated but unfunded, so an additional FTE appropriation was not necessary), and an increase
of $10,000 for H.B. 04-1256 which repealed certain water supply agreement restrictions and
increased water court caseload. These increases are partially offset by a reduction of $125,000 for
District Attorney mandated costs.

Federal Funds Changes: The reduction in the federal fundsis due to the elimination of the Family
Preservation Matching Funds line item.

Probation and Related Services

Probation is a sentencing alternative available to the courts. The offender serves a sentence in the
community under the supervision of a probation officer, subject to the conditions imposed by the
court. Therearevarying levels of supervision that may be required under a probation sentence, and
there are numerous services, ranging from drug counseling to child care, that may be provided to
offenders sentenced to probation. The amount of supervison and the types of services vary
depending on the profile and history of each offender. Inaddition, probation officersare responsible
for investigating the background of persons brought before the court for sentencing.

Cash funds are primarily generated by supervision and testing fees charged to probationers. The
sources of cash funds are the Offender Services Fund, the Drug Offender Surcharge Fund, the
Alcohol and Drug Driving Safety Fund, the Sex Offender Surcharge Fund, and various feesand cost
recoveries. Cashfundsexempt are from reserves from the cash fundslisted above; fundstransferred
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fromthe Departments of Education, Human Services, and Public Safety; victim assistance surcharges
collected from offenders and administered by the Victim Assistance and Law Enforcement (VALE)

Board and by local VALE boards; and gifts, grants, and donations.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-76 $0 $239,753 $0 $0 $239,753 55
SB 03-258 41,058,290 13,398,460 5,197,326 925,754 60,579,830 966.1
HB 04-1323 0 0 (729,044) 229,044 (500,000) (21.1)
TOTAL $41,058,290 $13,638,213 $4,468,282 $1,154,798 $60,319,583  950.5
FY 2004-05 Appropriation:
HB 04-1422 $42,524,836 $13,603,624 $4,936,331 $925,754 $61,990,545 990.8
TOTAL $42,524,836 $13,603,624 $4,936,331 $925,754 $61,990,545  990.8
I ncrease/(Decr ease) $1,466,546 ($34,589) $468,049 ($229,044) $1,670,962 40.3
Percentage Change 3.6% -0.3% 10.5% -19.8% 28%  4.2%
FTE Detail FY 2003-04 FY 2004-05

Chief Officers 21.0 21.0

Probation Supervisors 63.0 63.0

Probation Officers 537.0 546.0

Admin. / Support 146.9 146.9

Offender Services 7.5 7.5

Alcohol/Drug Driving Safety 75.8 91.8

Drug Offender Assessment 115 115

Victims Grants 17.3 17.3

Demonstration Drug Court 0.0 4.2

S.B. 91-94 49.3 49.3

Grants and Federal Funds 21.2 32.3

Total 950.5 990.8
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FTE Changes. Theincreasein FTE isdueto anadditional 16.0 FTE to account for contract alcohol
evaluatorsand languageinterpretersfor the Alcohol and Drug Driving Safety Program, 11.1 FTE for
grantsand federal funds, and 9.0 FTE to account for contract probation officers. These changesare
for accounting purposes only; there are no associated funding changes. In addition, the
Demonstration Drug Court Program was made permanent, including its4.2 FTE that formerly were
not accounted for in the Department's appropriation.

General Fund Changes. The net increase in the General Fund appropriation includes increases of
$895,000 to restore the Juvenile I ntensive Supervision Probation Program, and $653,000 to partially
restore the Adult Intensive Supervision Probation Program. These increases are partially offset by
areduction of $82,000 as a part of a 0.2 percent personal services base reduction.

Cash Funds Changes: The decrease in the cash funds spending authority is due to a reduction of
$25,000for the Offender Services Programto better reflect anticipated expenditures, and areduction
of $10,000 as part of a 0.2 percent personal services base reduction.

Cash Funds Exempt Changes: The increase to cash funds exempt spending authority includes
$239,000t0 restorethe Female Offender Program, and $229,000 to reflect anticipated grant receipts.

Federal Funds Changes. The decrease in federal funds is due to an anticipated reduction in grant
receipts.

Public Defender

The Public Defender is responsible for providing legal counsel for criminal defendants whom the
courts have found to be indigent and who are facing the possibility of incarceration. The Public
Defender maintains 21 regional offices and an appellate division. The Public Defender is appointed
by anindependent Public Defender Commission. The sourcesof cash fundsarethe Offender Services
Fund and training fees. The source of cash funds exempt is federal funds appropriated to the
Department of Public Safety and transferred to the Public Defender's Office.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $31,815,422 $76,140 $64,896 $0 $31,956,458  342.9
SB 03-273 (876,676) 0 0 0 (876,676) 0.0
HB 03-1316 (3,056) 0 0 0 (3,056) 0.0
HB 04-1323 184 0 0 0 184 0.0
TOTAL $30,935,874 $76,140 $64,896 $0 $31,076,910 342.9
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GF CF CFE FF Total FTE
FY 2004-05 Appropriation:
HB 04-1422 $32,452,353 $79,140 $62,167 $0 $32,593,660 348.9
TOTAL $32,452,353 $79,140 $62,167 $0 $32,593,660  348.9
I ncr ease/(Decr ease) $1,516,479 $3,000 ($2,729) $0 $1,516,750 6.0
Percentage Change 4.9% 3.9% -4.2% n/a 4.9% 1.8%
FTE Detail FY 2003-04 FY 2004-05
State Public Defender and Deputies 3.0 3.0
Public Defenders 205.1 2111
Investigators 62.6 62.6
Paralegals 7.0 7.0
Admin./Support 65.2 65.2
342.9 348.9

FTE Changes. Theincrease of 6.0 FTE isfor additional attorneys due to caseload growth.

General Fund Changes. The net increase in General Fund includes the following increases:
(1) $849,000 for salary survey and anniversary increases (none was appropriated in FY 2003-04);
(2) $346,000 to fund six additional attorneys; (3) $187,000 for the State's contribution to health, life,
and dental; (4) $123,000 for leased space; and (5) $14,000 for the multiuse network.

Cash Funds Changes. The increase in cash funds spending authority is for $3,000 in operating
expenses to better reflect historic receipts paid by private attorneys for training.

Cash Funds Exempt Changes: The decrease in cash fund exempt spending authority is due to a
$3,000 decrease in the amount of grants the Public Defender's Office expects to receive (funding is
transferred from the Department of Public Safety).

Alter nate Defense Counsel

The Office of Alternate Defense Counsel (ADC) is an independent agency that was established by
S.B. 96-205. The ADC provides representation for indigent defendants when the Public Defender
is precluded from doing so because of a conflict of interest. Private attorneys are appointed by the
courtsand are hired on aper hour contract basis by the ADC. The Office also contractswith private
investigators to assist in the defense of the appointed cases, and the Office is responsible for the
payment of expenses for discovery and interpreters in the appointed cases. The Office is governed
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by a nine-member advisory commission appointed by the Supreme Court. Cash funds are from fees
for training provided by the ADC.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $11,938,766 $3,000 $0 $0 $11,941,766 3.0
SB 03-273 (7,130) 0 0 0 (7,130) 0.0
HB 03-1316 (34) 0 0 0 (34) 0.0
TOTAL $11,931,602 $3,000 $0 $0 $11,934,602 3.0
FY 2004-05 Appropriation:
HB 04-1422 $12,440,302 $3,000 $0 $0 $12,443,302 3.0
TOTAL $12,440,302 $3,000 $0 $0 $12,443,302 3.0
I ncr ease/(Decr ease) $508,700 $0 $0 $0 $508,700 0.0
Percentage Change 4.3% 0.0% n/a n/a 43%  0.0%
FTE Detail FY 2003-04 FY 2004-05
Alternate Defense Counsel 1.0 1.0
Admin./Support 2.0 2.0
3.0 3.0

General Fund Changes. Thenet increasein General Fund includesincreases of $448,500 for conflict
of interest contracts and $46,500 for mandated costs due to an increase in caseload. In addition,
there were increases of $14,000 for salary survey and anniversary increases (none was appropriated
in FY 2003-04).

Office of the Child's Representative

The Office of the Child's Representative (OCR) was created by H.B. 00-1371 and is an independent
agency within the Judicial Department. The OCR is responsible for providing legal representation
for childreninvolved in the court system due to abuse, neglect, high conflict divorce, or delinquency.
In most of the state, legal representation is provided through contract guardians ad-litem (GALS).
The OCR has an office in El Paso County that provides guardian ad-litem services through a
centralized office rather than through contracted services. The source of cash funds exempt is
reserves from the Guardian Ad Litem Fund.
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GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $7,915,332 $0 $0 $0 $7,915,332 4.0
SB 03-273 (59,765) 0 0 0 (59,765) 0.0
HB 03-1316 (183) 0 0 0 (183) 0.0
HB 04-1323 1,012,330 0 0 0 1,012,330 0.0
TOTAL $8,867,714 $0 $0 $0 $8,867,714 4.0
FY 2004-05 Appropriation:
HB 04-1422 $9,684,015 $0 $28,000 $0 $9,712,015 4.0
TOTAL $9,684,015 $0 $28,000 $0 $9,712,015 4.0
I ncr ease/(Decr ease) $816,301 $0 $28,000 $0 $844,301 0.0
Percentage Change 9.2% n/a n/a n/a 95%  0.0%
FTE Detail FY 2003-04 FY 2004-05
Executive Director 1.0 1.0
Admin./Support 3.0 3.0
4.0 4.0

General Fund Changes. Theincreasein General Fund is primarily due to increases of $192,000 for
caseload growth for the El Paso County Guardian ad Litem Office and $538,000 for caseload
increases in the remainder of the state. Other increases include: (1) $49,000 for the State's
contributionto health, life, and dental; (2) $33,000 for salary survey and anniversary increases (none
was appropriated in FY 2003-04); and (3) $4,000 for leased space.

Cash Fund Exempt Changes. Theincrease in cash funds exempt isdueto a$28,000 increasefor the

Training line item.
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Recent L egisation

2003 Session Bills

S.B. 03-76: Amends Section 42-2-126, C.R.S,, to alow an alternative penalty of a one-month
license revocation followed by a five-month license suspension (rather than the current penalty of
three-month revocation) for afirst adult DUI offense; amends Section 42-4-1301, C.R.S,, to limit
subsequent offenses for alcohol-related traffic offenses to those that occur within ten years after the
first offense; and amends Section 18-18-104, C.R.S,, to authorize the court to defer sentencing and
order participation in atreatment program from a maximum of one year to a maximum of four years
for adrug use conviction.

S.B. 03-186: Raisescivil docket feesby 50 percent. Refinances $3.4 millionin FY 2002-03 General
Fund expenditures with cash funds generated by the increased fees. Refinances approximately $9.3
million General Fund with cash funds in subsequent fiscal years. Creates the Judicial Stabilization
Cash Fund to receive the increased revenues.

S.B.03-191: For purposesof augmenting General Fund revenuesfor FY 2002-03, requiresthe State
Treasurer to transfer atotal of $203,592,024 from various cash fundsto the General Fund. Withfour
specified exceptions, requires al of the transfers to occur on the effective date of the act. Requires
the State Treasurer to transfer $10.0 million from the General Fund to the Mgor Medical Insurance
Fund on July 1, 2003. With regard to the Judicial Department, transfers $1 million fromthe Alcohol
and Drug Driving Safety Program Fund, and transfers $357,000 from the Law Enforcement
Assistance Fund. For acomplete list of transfers authorized by the act, see the table beginning on
page 93 of the FY 2003-04 Appropriations Report.

S.B. 03-197: Reduces personal servicesby $13.3 million General Fund by delaying June payroll (FY
2002-03) to July (FY 2003-04). For moreinformation, refer to the bill descriptioninthe Department
of Personnel and Administration.

S.B. 03-206: Supplemental appropriation to the Judicia Department to modify the appropriation
included in the FY 2002-03 Long Bill.

S.B. 03-258: Genera appropriations act for FY 2003-04.

S.B. 03-271: Transfers the following amounts to the General Fund: $240,000 from the Infant
Immunization Fund on July 1, 2003; the balance of moneys in the Advanced Technology Fund on
June 1, 2003, and at the end of each quarter for FY 2003-04; $486,613 from the Emergency
Response Cash Fund on July 1, 2003; $700,000 from the Off-Highway V ehicle Recreation Fund on
January 1, 2004; $4.6 million from the operational account of the Severance Tax Trust Fund on June
30, 2004; and the balance of the Victims and Witness Assistance and L aw Enforcement Fund on June
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30, 2004, but not more than $1.0 million of unencumbered funds. Increases surcharges levied on
criminal and traffic offenses by 30 percent.

S.B. 03-273: Eliminates the salary survey appropriation for FY 2003-04. For more information,
refer to the bill description in the Department of Personnel and Administration.

S.B. 03-282: Provides $500,000 of tobacco moneys to the Judicial Department to provide grants
for programsthat provide legal servicesto victims of family violence. For acomplete description of
this hill, please see the description for SB 03-282 in the Department of Health and Environment.

H.B. 03-1316: Alters the manner in which group benefit plans coverage is calculated for Health,
Life, and Dental appropriations. For moreinformation, refer to the bill descriptionin the Department
of Personnel and Administration.

H.B. 03-1378: Increases the docket feesin criminal actionsin all courts of record except for the
Court of Appeals, and the Supreme Court. Specifiesthat the additional revenue shall be deposited
into the State Commission on Judicial Performance Cash Fund, created by the hill.

2004 Session Bills

H.B. 04-1021: Lowers the blood alcohol content (BAC) for the offense of driving under the
influence of acohol from0.10 grams per 100 ml of blood to 0.08 grams per 100 ml in order to qualify
for federal highway funding pursuant to federa requirements contained in 23 U.S.C. sec. 163.
Allowsfor "tastings' of alcohol beveragesin retail liquor stores and liquor-licensed drugstores, and
alowshotél or restaurant customersto reseal and remove from the premises one partially consumed
bottle of wine up to 750 milliliters. Appropriates $8,377 General Fund and 0.2 FTE for the Trial
Courts.

H.B. 04-1256: Repeals certain restrictions on water supply agreements, resulting in an increase in
water court caseload. Appropriates$10,000to the Judicial Department fromthe Water Adjudication
Cash Fund. See Recent Legidation for the Department of Natural Resources for more details.
H.B. 04-1323: Supplemental appropriations act for FY 2003-04.

H.B. 04-1422: General appropriations act for FY 2004-05.
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DEPARTMENT OF LABOR AND EMPLOYMENT

TheDepartment isresponsiblefor: administering stateand federal employment and training programs;
enforcing stateandfederal labor laws; operating stateregulatory programsfor the petroleumindustry,
school construction and boilers, and administering the workers compensation program. The
Department is comprised of the following divisions: the Executive Director's Office, the Division of
Employment and Training, the Division of Labor, the Divison of Oil and Public Safety, and the
Division of Workers Compensation. The Department maintainsacomprehensive economic database
which can be reached at www.state.co.us.

Department Budget: Recent Actual Expenditures and Appropriations

FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05
Funding Sour ce Actual Actual Approp. Approp.
General Fund $0 $0 $0 $0
Cash Funds 26,044,542 20,291,281 26,134,315 27,113,582
Cash Funds Exempt 15,868,423 14,387,052 15,252,400 15,797,544
Federal Funds 85,410,945 99,181,709 74,727,828 88,829,627
Total Funds $127,323,910 $133,860,042 $116,114,543 $131,740,753
Full Time Equiv. Staff 1,029.9 1,108.0 1,076.4 1,119.8

FY 2004-05 Budget Changes

Significant changesinappropriationsfor FY 2004-05 comparedto FY 2003-04 includethefollowing:
a A $7.6 million increase in reflected federal funds for unemployment insurance programs;

| A $5.5 million increase in reflected Workforce | nvestment Act federal funds available for FY
2004-05;

a A $5.0 million reduction in reflected federal funds for welfare-to-work block grants;
a A $3.4 million increase in total reflected federal funds for county run one-stop job centers;

N An increase of $2.7 million in reflected federal funds and 8.0 associated FTE for
administration of the Executive Director's Office;
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a An increase of $2.0 million split between cash funds, cash funds exempt, and federal funds
for salary survey and performance-based pay;

a An $800,000 increase in reflected Trade Adjustment Act assistance federal funds;

a A decrease of $449,000 in reflected federal funds for Labor Market Information programs;
and

a An increase of $214,000 cash funds and 6.0 FTE in the Unemployment Insurance Fraud
program, to create an Unemployment Benefits Overpayment Collections Unit.

General Factors Driving the Budget

Funding for thisdepartment consists of 20.6 percent cash funds, 12.0 percent cash fundsexempt, and
67.4 percent federal funds. There is no General Fund appropriation for the Department of Labor.
Some of the most important factors driving the budget are reviewed below.

Unemployment I nsurance

The provision of unemployment insurance servicesisamajor component of the Department's budget.
The State collectsunemployment taxesand then depositstheminto Colorado'sfederal Unemployment
Insurance Trust Fund, which is maintained by the U.S. government for Colorado. The state of the
economy locally and nationally affects the degree to which unemployment insurance services are
needed and how high these taxes need to be. The state maintains a fraud investigation unit, as well
as collections specialiststo recapture al varieties of unemployment insurance benefit overpayments.

FY 2000-01 FY 2001-02 FY 2002-03 FY 2003-04 FY 2004-05
Actual Actual Actual Estimate Projected

Number of Initial
Claims Established 121,397 215,776 264,234 217,268 176,270
Number of New
Employer Accounts 25,722 25,737 22,895 24,158 25,581
Number of Appeals
Decisions Rendered 15,050 22,940 26,128 20,614 16,724
Percentage of Cases
Involving Fraud 1.1% 1.1% 0.8% 1.0% 1.0%

Employment and Training
The Department provides employment and training servicesincluding welfare-to-work programs at
"one-stop" centers run by either the state or the counties. Under the federal Workforce I nvestment
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Act of 1998, there isamuch greater emphasis on working to match employers with employees. This
reflects the notion that, while a poor economy increases the number of workers seeking assistance,
a strong economy increases the number of employers seeking qualified employees.

Fiscal Y ear 97-98 98-99 99-00 00-01 01-02 02-03 03-04 est. 04-05 est.
Individuals
Served 227,948 209,267 194,905 201,323 210,567 351,982 240,000 240,000

Number Entering
Employment 47,304 42,941 42,467 37,404 39,415 30,791 75,000 75,000

Percent Entering
Employment 208%  205% 21.8%  186%  18.7% 8.7% 31.3% 31.3%

Workers Compensation/M ajor M edical and Subsequent Injury

This program's budget is driven by the number of workersinjured in agiven year, and the number of
hearings requested by an employer/insurance company or an injured employee to determine the
benefits provided. The Workers Compensation program offers claims intervention, mediation, pre-
hearing conferences, settlement conferences, and arbitration to assist with claims dispute resolution.
Colorado employers are mandated to have workers compensation insurance. This insurance pays
medical expenses for work-related injuries as well as partial wage replacement while the worker
recovers. The Division of Workers Compensation providesvarious servicesto support thismandate
including customer service, oversight, claims resolution, employer and employee education, and
assistance to employers to reduce accident frequency and thus contain costs.

Fiscal Year 00-01 01-02 02-03 03-04 est. 04-05 est.
Applications for Workers

Compensation Hearings 14,011 12,828 12,772 10,500 10,500
Hearings Held 1,287 1,422 1,572 1,035 1,035
Customer Contacts 78,546 75,196 70,964 76,000 76,000
Work Related Accident

Cost Reduction (savings) $9,612,606  $12,989,877  $10,000,000 $11,000,000 $11,000,000

TheMajor Medical | nsurance Fund program provides benefitsto workerswho sustained catastrophic
injuries between July 1, 1971 and June 30, 1981. There are expected to be 1,367 of these cases till
open as of July 1, 2004. The Subsequent Injury Fund program provides compensation to injured
workerswho have become permanently, totally disabled by morethan onework-related injury. There
are expected to be 443 open cases as of July 1, 2004. The Maor Medical and Subsequent Injury
programs are continuously appropriated.
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Summary of FY 2003-04 and FY 2004-05 Appropriations

Total Department Appropriations

GF CF CFE FF Total FTE
FY 2003-04 Total
Appropriation: $0 $26,134,315 $15,252,400 $74,727,828 $116,114543 1,076.4
Breakdown of Total Appropriation by Administrative Section
Executive Director's
Office 0 7,104,305 866,837 12,400,725 20,371,867 161.4
Division of Employment
and Training 0 6,844,583 653,555 61,773,445 69,271,583 719.9
Division of Labor 0 815,233 0 0 815,233 135
Division of Oil and
Public Safety 0 2,980,480 306,117 553,658 3,840,255 53.3
Division of Workers
Compensation 0 8,389,714 13,425,891 0 21,815,605 128.3
Breakdown of Total Appropriation by Bill
SB 03-258 0 25,561,464 15,448,665 75,814,714 116,824,843 1,062.9
SB 03-273 0 (400,553) (228,860) (1,315,019) (1,944,432) 0.0
HB 03-1099 0 143,823 0 0 143,823 0.0
HB 03-1316 0 (1,616) (948) (5,225) (7,789) 0.0
HB 03-1347 0 815,233 0 0 815,233 135
SB 04-1324 0 15,964 33,543 233,358 282,865 0.0
FY 2004-05 Total
Appropriation: $0 $27,113,582 $15,797,544 $88,829,627 $131,740,753 1,119.8
Breakdown of Total Appropriation by Administrative Section
Executive Director's
Office 0 8,008,459 1,472,952 15,091,951 24,573,362 169.4
Division of Employment
and Training 0 6,940,354 654,418 73,186,289 80,781,061 755.3
Division of Labor 0 813,602 0 0 813,602 135
Division of Oil and
Public Safety 0 2,968,253 304,861 551,387 3,824,501 53.3
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GF CF CFE FF Total FTE

Division of Workers
Compensation 0 8,382,914 13,365,313 0 21,748,227 128.3

Breakdown of Total Appropriation by Bill

HB 04-1422 0 27,113,582 15,797,544 88,829,627 131,740,753 1,119.8
Increase/(Decr ease) $0 $979,267 $545,144 $14,101,799 $15,626,210 43.4
Percentage Change n/a 3.7% 3.6% 18.9% 13.5% 4.0%

Detail of Appropriation by Administrative Section

Executive Director's Office

The Executive Director's Office performs departmental administrative functions including public
relations, information management, accounting, budgeting, data processing, and personnel
management. The Office also administers three programs:. (1) the Industrial Claims Appea Panel,
which adjudicates appeals relating to unemployment insurance and workers compensation issues,
(2) the Public Employees Social Security Program, which administers the federal-state agreement
withtheU.S. Socia Security Administration; and (3) Investigationsand Criminal Enforcement, which
investigates potential fraud in the Unemployment Insurance and the Workers Compensation
programs.

Cash funds used for administration of the Department's programs are primarily from the Workers
Compensation Cash Fund, the Employment Support Fund, and the Petroleum Storage Tank Fund.
Cash funds exempt used for administration are from reservesin the Major Medical Insurance Fund,
the Subsequent I njury Fund and reservesin the Petroleum Storage Tank and Unemployment Revenue
Funds. Federal funds are used to administer unemployment programs. As the Executive Director's
Office administers programs throughout the Department, its funding sources reflect the funding
sourcesfor programsin other divisions. For example, anincreaseinfederally funded activity in other
divisons will be reflected by an increase in federal funding for the Executive Director's Office.

GF CF CFE FF Total FTE
FY 2003-04 Appropriation:
SB 03-258 $0 $7,420,288 $1,063,102 $13,487,611 $21,971,001 161.4
SB 03-273 0 (400,553) (228,860) (1,315,019) (1,944,432) 0.0
HB 03-1316 0 (1,616) (948) (5,225) (7,789) 0.0
HB 04-1324 0 86,186 33,543 233,358 353,087 0.0
TOTAL $0 $7,104,305 $866,837 $12,400,725 $20,371,867 161.4

PART Il - 240 - LABOR AND EMPLOYMENT



GF CF CFE FF Total FTE

FY 2004-05 Appropriation:

HB 04-1422 $0 $8,008,459 $1,472,952 $15,091,951 $24,573,362 169.4
TOTAL $0 $8,008,459 $1,472,952 $15,091,951 $24,573,362 169.4
I ncr ease/(Decr ease) $0 $904,154 $606,115 $2,691,226 $4,201,495 8.0
Percentage Change n/a 12.7% 69.9% 21.7% 20.6% 5.0%
FTE Detail FY 2003-04 FY 2004-05

Director’s Office 27.4 274

Industrial Claims Appeals 9.5 9.5

Information Services 65.5 735

Finance 18.0 18.0

Human Resources 11.0 11.0

Investigations/ Criminal Enforcement 7.0 7.0

Budget 6.0 6.0

Facilities 17.0 17.0

161.4 169.4

FTE Changes. The increase of 8.0 FTE is due to an increase in available federal funds. The
Department intends to hire information technology support staff and fill other administrative
positions.

All Funds Changes: The Executive Director's Office is budgeted with bottom-line fund splits based
on a cost allocation plan. Inthe Executive Director's Office, this cost allocation plan accounts for
the proportion of demand for centrally appropriated services generated by programs with cash fund,
cash fund exempt, and federally funded FTE in the Department.

The net increase in bottom line funds is primarily due to: (1) the restoration of salary survey and
performance-based pay appropriationsfor FY 2004-05, whichincreasethebase appropriationby $1.3
million for salary survey and $705,000 for performance-based pay; (2) an increase of $1.0 millionin
federal funds for personal services; (3) an increase of $433,000 for health, life, and dental; (4) an
increase of $255,000 dueto moving the appropriation for al statewide indirect cost assessmentsinto
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onelineunder the Executive Director's Office; (5) anincrease of $222,000 for workers compensation
coverage; and (6) an increase of $177,000 for payments to the computer center.

These increases are partially offset by a decrease of $28,340 for property and risk management
payments.

Within the Executive Director's Office, to comply with federal cost allocation accounting practices,
$406,000 of the base budget istransferred fromthe Operating Expenseslineto the L eased Spaceline.

Division of Employment and Training

TheDivisionadministersthreemajor programareas: (1) theunemployment insurance program, which
is responsible for administering all aspects of unemployment insurance, including benefits, taxes,
appeals, and fraud detection; (2) employment and training programs, which provide job placement
and related services to job-seeking applicants and employers; and (3) the labor market information
section, which tracks and disseminates labor market and economic trend information and statistics.

Cash funds are from the Employment Support Fund, and the Unemployment Revenue Fund, cash
funds exempt are from reserves in the Employment Revenue Fund, and federal funds are from
Workforce Investment Act grants and other federal grants designated for unemployment programs.

GF CF CFE FF Total FTE

FY 2003-04 Appropriation:

SB 03-258 $0 $6,844,583 $653,555 $61,773,445 $69,271,583  719.9
TOTAL $0 $6,844,583 $653,555 $61,773,445 $69,271,583 719.9
FY 2004-05 Appropriation:

HB 04-1422 $0 $6,940,354 $654,418 $73,186,289 $80,781,061  755.3
TOTAL $0 $6,940,354 $654,418 $73,186,289 $80,781,061  755.3
I ncr ease/(Decr ease) $0 $95,771 $863 $11,412,844 $11,509,478 35.4
Percentage Change n/a 1.4% 0.1% 18.5% 16.6%  4.9%

FTE Detail FY 2003-04 FY 2004-05

Unempl oyment Insurance

Administration 4.0 4.0

Tax Collection 138.0 138.0
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FTE Detail FY 2003-04 FY 2004-05
Benefits 227.0 246.2
Appeals 45.0 45.0
Quality Control 14.0 14.0
Unempl oyment Insurance Fraud
Criminal Investigators 4.0 4.0
Labor & Employment Specialists 16.0 16.0
Overpayment Collections Unit 0.0 6.0
Employment and Training
Management 15 15
Labor and Employment Specialists 132.3 132.4
Genera Professionals 51 10.0
Support Staff / Administrators 4.5 4.5
One Stop County Contracts 36.0 36.0
Workforce Investment Act 40.0 53.5
Welfare to Work Block Grant 5.0 0.0
Labor Market Information
Total Staff 47.5 44.2
719.9 755.3

FTE Changes. The FY 2004-05 appropriationto the Division of Employment and Training provides
for anet increase of 35.4 FTE. Of thisamount, 6.0 FTE are attributable to new hires, creating the
Unemployment Benefits Overpayment Collections Unit. The reflected increase includes 19.2 FTE
for unemployment benefits, and 13.5 FTE for the Workforce I