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EXECUTIVE SUMMARY

This document is intended to provide information to members of the General Assembly that
will aid in budget deliberations in the upcoming 2001 legidlative session. Included in this report are
Legidative Council Staff’s projections for Colorado’s TABOR limit, the General Fund reserve, and
General and Cash Fund revenues. Many items that drive state expenditures are also projected. The
state’ s adult prison and youthful offender populations are forecast and compared with capacity to as-
certain future construction needs for prisons. Enrollment, assessed values, and property taxes are
projected in order to assess the amount of state aid required for pre-school through twelfth grade
school finance. A common forecast of the national and state economies drives the revenue and
budget projections provided in this publication. In addition to the summary provided below, more
detailed summaries are provided at the start of each section. If you would like further information on
these topics, please contact the staff members listed in this summary.

Constitutional Spending Limit — the TABOR Limit

The state’s TABOR surplus is expected to be $858.7 million in FY 2000-01 and $672.7 million in
FY 2001-02. During the six-year forecast period beginning in FY 2000-01, we project that ex-
cess revenues will be $6.65 billion, an average of $1.11 billion per year.

Staff contact: Tom Dunn or Mike Mauer, (303) 866-3521.

General Fund Revenue, Appropriations, and Reserve

Genera Fund revenue will increase by 3.0 percent in FY 2000-01 and by 4.0 percent in FY 2001-
02. These growth rates are influenced by tax reductions enacted during the 2000 legidlative ses-
sion and Amendment 23, which was approved by the voters in November 2000. Amendment 23
directs a portion of state income tax revenues to the State Education Fund. Revenue growth will
average 7.3 percent after FY 2001-02.

In FY 2001-02, General Fund appropriations may increase by $320.1 million, or by the allowable
Six percent maximum. Appropriations can increase by six percent throughout the forecast period.

The FY 2000-01 General Fund reserve is expected to be $420.5 million, following a year-end re-
serve of $806.2 million in FY 1999-00.

The interaction of Amendment 23 with current planned and required expenditures will set off the
Senate Bill 97-1 trigger, preventing the diversion of most sales and use tax revenue to the High-
way Users Tax Fund in FY 2001-02. The diversion will be reduced by $205.6 million.

Staff contact: Tom Dunn or Mike Mauer, (303) 866-3521.
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Cash Fund Revenues

We project total Cash Fund revenue subject to the TABOR spending limit to grow 5.2 percent
in FY 2000-01 and 3.3 percent in FY 2001-02.

Transportation-related cash funds, which include the Highway Users Tax Fund and the State
Highway Fund, will grow 4.1 percent in FY 2000-01 and 2.8 percent in FY 2001-02.

Higher education cash funds will increase 5.7 percent in FY 2000-01, aresult of steady growth
in enrollment and strong growth in tuition and nontuition revenues. Unemployment insurance
revenues from taxes and interest earnings will decrease 0.3 percent in FY 2000-01. Healthy
growth in taxable wages and strong interest earnings in the Ul Fund will nearly offset a 20 per-
cent tax credit for most employersin calendar 2001. The Ul Trust Fund balance will grow to
$1.1 billion by FY 2005-06 and will remain solvent throughout the forecast period.

Staff contact: Natalie Mullis, (303) 866-3521.

Adult Prison Population

The total Department of Corrections (DOC) population is expected to increase at an average
annual rate of 7.0 percent, to 23,966 inmates, during the six-year forecast period. The male popu-
lation will increase from 14,733 inmates on June 30, 2000, to 22,098 inmates on June 30, 2006.
Meanwhile, the female population will increase from 1,266 inmates on June 30, 2000, to 1,868
inmates on June 30, 2006.

The prison bed shortfall for male inmates is projected to be 1,288 by June 30, 2006, while there
will be abed surplus for female inmates of 214 by June 30, 2006. These figures include facili-
ties that have been planned by DOC but have not yet been funded or approved by the General As-
sembly.

The total parole population will increase 31.1 percent during the forecast period. The parole
population will grow from 5,222 inmates on June 30, 2000, to 6,487 inmates on June 30, 2006.

The Youthful Offender System population is projected to grow 2.1 percent, from 290 offenders
on June 30, 2000, to 296 offenders on June 30, 2006.

Staff contact: Jonathan Lurie, (303) 866-3521.

Juvenile Corrections Population

We project that the average daily population of all youths under the supervision of the Division
of Youth Corrections (DY C) will increase from 1,787.8 in FY 1999-00 to 2,175.1 in FY 2005-06,
an increase of 21.7 percent.
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The average daily commitment population will increase at an average annual rate of 4.4 per-

cent, from 1,216.7 to 1,577.2 youths, during the forecast period. The average daily detention

population will increase from 571.1 in FY 1999-00 to 651.6 youthsin FY 2005-06, an average
annual rate of 2.2 percent, during the forecast period.

The average daily parole population will increase at an average annual rate of 12.2 percent,
from 601.4 in FY 1999-00 to 1,198.0 youthsin FY 2005-06.

Staff contact: Jonathan Lurie, (303) 866-3521.

Pre-Kindergarten to Twelfth Grade Enrollment

Enrollment for the 2001-02 school year is projected to increase by 1.92 percent, or by 13,264 full-
time-equivalent (FTE) students. Thisfollows an increase of 1.78 percent, or 12,117 FTE students
for the 2000-01 school year.

We project that enrollment will increase at a compound annual average rate of 1.71 percent dur-
ing the next five years. This increase amounts to 61,148 students. This growth compares with an
annualized growth rate of 1.95 percent, or 63,718.5 students, during the last five years.

Staff contact: Josh Harwood, (303) 866-3521.

Assessed Values and Property Taxes

Strength in the Colorado economy will boost the assessed value of taxable property by 19.4
percent in 2001. Total assessed value will reach $58.2 billion. By 2006, assessed value will total
$75.7 billion, reflecting a compound annual average growth rate of 7.6 percent since 2000.

It is anticipated that the residential assessment rate will decrease from the current level of 9.74
percent to 9.19 percent in 2001, 8.78 percent in 2003, and 8.41 percent in 2005. Strong gainsin
residential market value will outpace nonresidential property gains, leading to the decline in the
residential assessment rate.

Local government property taxes for general operating purposes will increase 7.9 percent to
$1.478 billion in 2002.

Staff contact: Josh Harwood, (303) 866-3521.
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General Fund Revenue

Genera Fund revenue growth will slow
through FY 2001-02 due to tax
reductions, a weakening economy, and
the impact of Amendment 23. Revenue
will increase 3.0 percent in FY 2000-01
and by 4.0 percent in FY 2001-02. After
FY 2001-02, Genera Fund revenue will
increase at a compound annual average
rate of 7.3 percent during the forecast
period.

~

Individual income taxes will increase at an
annualized pace of 7.9 percent. However,
Amendment 23 directs a portion of these
revenues to the State Education Fund. We
estimate that $160.3 million and $346.6
million will be deposited in the State
Education Fund in FY 2000-01 and FY
2001-02, respectively. Meanwhile, sales
taxes will average 6.2 percent growth
during the six-year forecast period.

December 2000
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General Fund Revenue

General Fund revenuesin FY 1999-00 in-
creased 8.8 percent, to $6.3 billion. The
strong growth occurred despite ongoing tax
reductions from 1999 legid ative action and
new tax reductions enacted during the 2000
legislative session. The growth rate was
dightly less than the compound annual aver-
age growth rate of 9.3 percent since FY 1989-
90. Graph 1 shows the growth rates for the
past 21 years.

Graph 1
General Fund Revenue Growth

Fiscal Year

Table 1 shows the forecast for General Fund
revenue. Due to the continuing impacts of tax
reductions enacted during the 2000 legidlative
session and the implementation of Amend-
ment 23, General Fund revenues will increase
by only 3.0 percent in FY 2000-01 and 4.0
percent in FY 2001-02. The following sec-
tions discuss the forecast of the main compo-
nents of General Fund revenues.

Individual income taxes. Individual income
taxes increased by 11.8 percent in FY 1999-

00. However, the continued impact of tax re-
ductions and a slowing economy will reduce
the growth rate to 6.9 percent in FY 2000-01.

Individual income taxes have increased at a
compound average annua growth rate of 10.9

percent since FY 1990-91. The lowest growth
rate during that period was 9.1 percent. Three
reasons account for the strong gains. First, the
robust stock market gains since 1994 fueled
tremendous increases in capital gains. The
Standard & Poor’ s 500 index increased from
an average of 460 in 1994 to an average of
1326 in 1999, or an annualized increase of
23.6 percent. Thelevel of estimated pay-
ments, which are based on unearned income
such as capital gains, increased at an annual
pace of 20.3 percent during the corresponding
period. According to the Internal Revenue
Service, capital gains as a percentage of fed-
eral adjusted grossincome on Colorado in-
come tax returns increased from 3.5 percent in
1991 to 9.4 percent in 1998, the latest avail-
able data. Moreover, the number of house-
holds with capital gainsis more broad based.
The percentage of tax returns with capital
gains increased from 14.3 percent in 1991 to
25.0 percent in 1998.

The second reason for strong increases in indi-
vidual income taxes is the robust growth in
wages during the past five years. From 1994
to 1999, total wages and salariesincreased at a
9.3 percent average annual pace, while they
increased at 7.1 percent rate during the previ-
ous five-year period. The economy has been
stronger and there has been significant growth
in the high-wage advanced technology sector.

Third, inflation has been low, leading to
smaller increases in the federal personal ex-
emption and standard deduction that are in-
dexed to inflation. Thisincreases the yield of
income taxes.

As mentioned in previous forecasts, we be-
lieve that the underlying factors causing the
recent strong gains in income tax revenues will
abate. First, the increasing importance of
capital gainsis not without risk. A recent re-
port by the Nelson A. Rockefeller Institute of
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Government labeled Colorado as the state
most at risk from a downturn in the stock mar-
ket. Colorado’s capital gains as a percentage
of federal adjusted gross income are 20 per-
cent higher than the national average. The
state’ sincome tax revenues as a percentage of
genera revenue are 45 percent higher than the
national average. Overal, the Rockefeller In-
stitute stated that Colorado’ s reliance on capi-
tal gainsis 74 percent higher than the national
average. Theimpact of a stock market decline
on individual income taxes is unclear. Many
investors may lock in their gains in the face of
an overall market decline. For instance, esti-
mated payments to the state increased 14 per-
cent in FY 1987-88, the period when the stock
market had an abrupt and sharp decline. How-
ever, the decline was short-lived. Through
late November this year, the NASDAQ market
fell by nearly 50 percent from its March peak.
Estimated payments during the current fiscal
year have increased 11.6 percent. Though
seemingly a strong increase, it is significantly
below the average of the previous five years.
We are projecting a 14.0 percent increase in
estimated payments for the current fiscal year.

Bonus payments to financial industry workers
are typically tied to the rates of return in com-
pany mutual funds or overall stock market
performance. The lackluster performance of
the stock markets this year will likely lead to
reduced bonus payments this year. We have
received some anecdotal reports already that
this may occur. Additionaly, many startup
companies in the high tech industry tie com-
pensation packages to stock options. The col-
lapse of many dot-com and related companies
has led to decreased values in the stock op-
tions. Many workers are returning to tradi-
tional wage-based compensation rather than
stock option-based compensation. These fac-
tors are likely to lead to smaller income tax
growth rates than in recent years.

It is difficult to predict when a market down-
turn will occur. Standard & Poor’s DRI, a ma-
jor national economic forecasting service, is
forecasting growth rates significantly below
the historical average beginning in 2005. This
will reduce the growth rate of individua in-
come taxes markedly beginning in FY 2004-
05.

Second, wage and salary gains will be more
modest during the next five years, averaging
7.9 percent. Still, thisis above the 1989 to
1994 period. The low unemployment rate will
keep wage and salary increases above the
long-term average.

Finally, inflation will be dlightly higher in the
initial years of our forecast, causing higher
values for the federal personal exemption and
standard deduction, and leading to smaller
gainsin individual income tax revenues.

Two non-economic factors will reduce the
growth rate of individua income taxesin FY
2000-01. First, we expect that the uncom-
monly large withholding tax accrual adjust-
ment from FY 1999-00 will reverse itself and
be negative. Thisisanatural result of having
alarge positive adjustment in FY 1999-00.
Second, tax cuts enacted by the General As-
sembly will reduce revenues. A full-year im-
pact of the tax rate reduction will influence the
growth rate. Combined with tax credits and
exemptions created by three other bills passed
by the legidlature, revenues will be reduced by
an incremental $58.1 million. Overall, we ex-
pect that individual income taxes will increase
at a 7.8 percent compound average annual
growth rate during the six-year forecast period.

How will Amendment 23 Affect the General
Fund? Colorado’s voters approved Amend-
ment 23 at the November general election.
Amendment 23 requires that an amount equal
to 0.33 percent of federal taxable income, as
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adjusted by law, shall be deposited in the State
Education Fund created by the amendment.
The revenues allocated to the fund are exempt
from the state’'s TABOR spending limit, thus
reducing the TABOR refund. The amendment
increases per-pupil funding for public schools
and total state funding for special purpose edu-
cation programs (commonly called categorical
programs) by at least the rate of inflation plus
one percentage point for the next ten years and
by at least the rate of inflation thereafter. State
aid under the school finance act must increase
by at least five percent each year for the next
ten years.

We show the total income tax revenuesin Ta-
ble 1, then deduct the amount that goes into
the State Education Fund. Based on our fore-
cast of income tax revenues, we estimate that
$160.3 million will be directed to the State
Education Fund in FY 2000-01. Thediversion
will increase to $346.6 million in FY 2001-02
and increase at arate approximately equal to
our forecasted growth for income tax receipts
thereafter.

Corporate income taxes will be volatile dur-
ing the forecast period. Corporate taxes are
typically the most volatile state tax. Graph 2

shows the growth rates in this tax during the
past 15 years, as well as the projected rates
during the forecast period.

Corporate income taxes have been increasing
at arobust rate in recent years, coinciding with
larger corporate profits at the national level
and Colorado’ s growing share of these profits.
However, corporate profits are under pressure
and are expected to declinein FY 2001-02.
Slower consumer spending, high energy
prices, and increasing wage pressures will cut
into the corporate bottom line. Corporate in-
come taxes will bounce back strongly in FY
2002-03 and attain modest gains thereafter.
Additionally, several tax reductions will re-
duce state revenues. A reduction in the corpo-
rate income tax rate from 4.75 percent to 4.63
percent will reduce revenues by $6.1 million in
FY 2000-01. Three new tax credits will re-
duce revenues by an additional $4.0 million in
FY 2000-01.

Sales tax revenues will weaken. Salestax
revenues increased 11.6 percent in FY 1999-
00, matching the highest growth rate of the last
20 years. Salestaxes have averaged a 9.4 per-
cent increase over the past seven years, above
the 8.1 percent annualized increase in personal

60%—
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income during that period. This comparisonis
in contrast to alonger-term view (FY 1982-83
to FY 1999-00) when sales taxes averaged a
gain of 6.8 percent compared to an annualized
gain of 7.0 percent in personal income.

Our forecast callsfor 4.8 percent and 4.6 per-
cent increases in sales tax receiptsin FY 2000-
01 and FY 2001-02, respectively. Thisis
somewhat weaker than our September fore-
cast. The recent higher energy prices, as well
as the drawback in the stock market indexes,
appears to be sowing spending. Through No-
vember, sales tax receipts increased 7.4 per-
cent, significantly below last year’ s growth
rate. The prospect of even higher energy
prices will chill spending during the remainder
of the year. Gas and electric providers have
announced several increases in rates due to
higher gas prices. Gas and electric bills will
soon be double last year’ stypica bill. This
will reduce consumers' ability to spend on
other goods. Because gas and electric service
for residential service is not taxed by the state,
we expect smaller sales taxes from consumers.

The projected growth rates for the next two
years are influenced heavily by two bills
passed by the General Assembly that reduce
salestaxes. A reduction in the sales tax rate
from 3 percent to 2.9 percent and an exemp-
tion for certain agricultural equipment will re-
duce sales taxes by $30.3 million and $72.8
million in FY 2000-01 and FY 2001-02.
Without the tax reductions, sales taxes would
have increased 6.6 percent and 6.8 percent in
these two periods. After FY 2001-02, sales
tax receipts will have modest gains ranging
from 6.7 percent to 7.5 percent.

Other taxes will exhibit varied growth pat-

terns. Cigarette taxes declined 3.7 percent in
FY 1999-00, the result of significantly higher
prices imposed by the industry in response to

the tobacco settlement. Smoking will be rela-
tively flat over the length of the forecast period
as strong campaigns to reduce the number of
new smokers will have an influence.

Liquor taxes increased 8.5 percent in FY 1999-
00, far above the historical trend. We believe
that New Y ear celebrations marking the begin-
ning of 2000 contributed to the strong in-
crease. Thus, the increase should be consid-
ered one-time in nature. Liquor taxes will de-
cline dightly in FY 2000-01, before increasing
at rates approximating population growth in
Colorado.

Estate taxes show avaried pattern of collec-
tions over the past few years. Thelevel of es-
tate tax receipts fluctuate highly because of
large payments from perhaps only one or two
estates. Estate taxes reached a peak of $109.6
million in FY 1997-98 and fell to $67.1 mil-
lion and $59.7 million in the next two years.
Nonetheless, last year’s collections are 72 per-
cent higher than any year prior to FY 1997-98.
Because of the level of wealth accumulated in
the stock and real estate markets in recent
years, we believe that estate taxes will remain
at ahigh level. They will be influenced some-
what negatively by scheduled changes in fed-
eral tax law.

Insurance taxes increased 9.0 percent in FY
1999-00. We believe that the increase, the
largest gain since FY 1993-94, was attribut-
able to aresumption in higher costs for medi-
cal insurance premiums and increases in prop-
erty insurance premiums. Insurance taxes will
grow at rates ranging from 3.5 percent to 6.1
percent over the forecast period. Theinflu-
ence of reduced insurance premium tax rates
resulting from House Bill 96-1261 is over.
This bill phased in areduction of tax rates
from 2.25 percent in 1995 to 2.0 percent in
2000.
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Pari-mutuel taxes reversed afive-year dide,
increasing from $6.2 million in FY 1998-99 to
$7.0 million in FY 1999-00. We believe that
these taxes will decline again in the current fis-
cal year and remain relatively flat during the
remainder of the forecast period.

The General Fund receives a portion of gam-
ing taxes and fees. These receipts havein-
creased significantly since limited gaming
started in 1991. Despite a significant reduc-
tion in tax rates at the beginning of FY 1999-
00, gaming taxes in the General Fund in-
creased by $1.5 million. More attractionsin
the state' s three gaming towns and continued
growth in the state’s economy will keep gam-
ing taxes on an upward path.

Rebates and expenditures will increase
slightly. Senate Bill 00-185 will increase the
amounts given under the old age property tax
grant program. The bill excludes Medicaid
payment amounts from income used to deter-
mine eligibility and the amount of the grant.
The bill will increase the grants by $0.6 mil-
lion beginning in FY 2000-01. House Bill 00-
1072 provided for an additional $3.0 million of
one-time funding for the Older Coloradans Act
in FY 2000-01. Thisexpenditureisincluded
in the Old Age Pension Fund linein Table 1.

December 2000
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Cash Fund Revenue Forecasts

ﬂ otal cash fund revenue subject to the

TABOR spending limit will increase 5.2
percent in FY 2000-01, 3.3 percent in FY
2001-02, and at an average annual rate of
4.8 percent between FY 1999-00 and FY
2005-06.

Revenue to the transportation-related
cash funds, which include the Highway
Users Tax Fund and the State Highway
Fund, will increase 4.1 percent in FY
2000-01 and 2.8 percent in FY 2001-02.
Demand for motor fuel and larger, less
fuel-efficient vehicles has fallen due to
rising gasoline prices and afaltering
stock market.

Total higher education revenue,
including tuition and nontuition revenue,
will grow 5.7 percent in FY 2000-01,
accompanied by 0.8 percent growth in
full-time-equivalent student enrollment.

Total unemployment insurance revenue
will decline 0.3 percent in FY 2000-01.
Healthy growth in taxable wages and
strong interest earningsin the Ul Fund
will nearly offset a 20 percent

unemployment insurance tax credit for\

most employers in calendar year 2001.
The Ul Trust Fund Balance will grow to
$1.1 hillion by FY 2005-06 and will
remain solvent throughout the forecast
period.

Limited Gaming Cash Fund revenue
will increase 18.5 percent in FY 2000-01,
aresult of healthy growth in personal
income and atrend toward larger casinos,
which reach the higher tax rates faster
than smaller casinos.

Wildlife Cash Fund revenue will decline
2.1 percent in FY 2000-01, aresult of
dightly declining license sales. Wildlife
revenue will then grow at afaster pace
for the remainder of the forecast period as
aresult of House Bill 00-1448, which
increased fees for nonresident hunting
licenses.

Finally, al other cash fund revenue will
increase 7.9 percent in FY 2000-01, and
at a compound average annual rate of 3.6

percent between FY 1999-00 and FY

2005-06.
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This section presents the forecast for cash fund
revenue subject to the TABOR spending limit
and descriptions for several of the large cash
funds. Table 2 presents a summary of all cash
fund revenue subject to the TABOR spending
limit.

After growing 3.2 percent in FY 1999-00, cash
fund revenue subject to the TABOR spending
[imit will increase 5.2 percent in FY 2000-01.
We increased the forecast for FY 2000-01 by
$15.8 million relative to the September fore-
cast. Thisincreaseis primarily aresult of a
strong growth in oil and gas severance tax
revenues and revenue to the umbrella group
“other cash funds,” offset partialy by lower-
than-expected growth in motor fuel tax reve-
nue.

Cash funds subject to the TABOR spending
limit will increase at a compound average an-
nual rate of 4.8 percent between FY 1999-00
and FY 2005-06. This strong growth is par-
tially due to the effect of severa new laws
passed during the 2000 legidlative session.
Over the six-year period between FY 2000-01
and FY 2005-06, House Bill 00-1055 and
House Bill 00-1452 provided an additional
$518.4 million of funding to the capital con-
struction fund, estimated to increase interest
earnings to the fund by $55.6 million over the
six-year forecast. Further, House Bill 00-1448
will increase Wildlife Cash Fund hunting li-
cense fee revenue by an estimated $31.2 mil-
lion, and House Bill 00-1486 will increase Pe-
troleum Storage Tank Fund revenue by an esti-
mated $29.4 million. In addition, we increased
the forecast by atotal of $57.3 million be-
tween FY 2000-01 and FY 2004-05 over the
September forecast. The upward revision is
due to extremely strong growth in severance
tax revenues and a stronger forecast for reve-
nue in the “other cash fund” umbrella group
due to the reduced impact of Senate Bill 98-

194. Additionaly, higher forecasts for medi-
cal inflation will increase insurance-related re-
ceipts.

It isimportant to note that while the state isin
the position of having excess TABOR revenue,
the larger cash fund revenue forecast will cause
the General Fund to retain less revenuein its
year-end reserve each year than had been ex-
pected in September. This occurs because the
TABOR refund is recorded as a General Fund
liability. Since higher-than-expected cash fund
revenue increases the TABOR refund in the
following year, more is needed from the Gen-
eral Fund for the TABOR refund.

Transportation-Related Cash Funds

Transportation-related cash funds, which in-
clude the Highway Users Tax Fund, the State
Highway Fund, and several smaller funds, in-
creased 6.5 percent in FY 1999-00. Asthe
consumer-driven economy embarks on a gentle
cooling trend, we expect transportation-rel ated
revenue to continue to increase at more moder-
ate rates, increasing 4.1 percent in FY 2000-01,
2.8 percent in FY 2001-02, and by a compound
average annual rate of 4.1 percent through FY
2005-06 (Table 3). Thedip in the growth rate
during FY 2001-02 is aresult of a substantially
reduced Senate Bill 97-1 diversion, which will
cause interest earnings in the State Highway
Fund to decline.

The Highway Users Tax Fund. The Highway
Users Tax Fund (HUTF) was created by the
General Assembly as aresult of the state con-
stitutional requirement that the revenues from
highway-related taxes and fees be used only
for the construction, maintenance, and admini-
stration of public highways. Thus, revenue
sources for the HUTF include taxes on the sale
of motor fuel (73 percent), automobile registra-
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tion fees (21 percent), and revenues from the
sale of driver licenses, court fines, penalties,
and interest income (6 percent). In addition,
approximately 10 percent of the state sales and
use tax revenues are diverted to the HUTF for
transportation purposes, as long asthereis
enough revenue in the General Fund to fully
fund a six percent increase in General Fund
appropriations each year.

After increasing 5.7 percent in FY 1999-00,
we expect total HUTF revenue to grow 3.8
percent in FY 2000-01, and at a compound av-
erage annual rate of 4.2 percent through FY
2005-06. We decreased our forecast for FY
2000-01 HUTF revenues by $6.1 million over
the September forecast, including $2.7 million
for vehicle registration revenue and $3.4 mil-
lion for motor fuel tax revenue. Available evi-
dence suggests that high gasoline prices and a
declining stock market may be somewhat de-
pressing demand for gasoline and larger, less
fuel efficient vehicles relative to what we had
expected in September. As aresult, we de-
creased the forecast for HUTF revenues over
the remainder of the forecast period as well.

Vehicle registration revenue, much of which
is paid on larger and newer vehicles, will grow
4.3 percent in FY 2000-01, after increasing 6.2
percent in FY 1999-00. Due to steady popula-
tion growth, continued concerns for personal
safety, and consistent increases in personal in-
come, we expect that demand for large auto-
mobiles and trucks will remain steady through-
out the forecast period. Thus, we expect regis-
tration revenues to grow at a healthy com-
pound average annual rate of 5.0 percent dur-
ing this time period.

According to AAA Colorado, the average
price of agallon of regular unleaded gasoline
in Colorado increased from $1.14 in June 1999
to $1.61 in June 2000. Prices for other fuels
and grades of gasoline exhibited similar in-
creases. Despite this, motor fuel tax revenue

grew at a strong rate of 5.0 percent in FY
1999-00. However, growth is slowing some-
what in FY 2000-01. While vehicle milestrav-
eled do not appear to have declined and popu-
lation growth and rising incomes have been
more than sufficient to offset the negative im-
pacts of higher gasoline prices, motor fuel tax
revenues did not increase as quickly during the
first quarter of FY 2000-01 relative to the first
quarter of FY 1999-00. However, while gaso-
line prices continue to be high in Colorado and
should remain there at |least through the end of
2000, they remain at relatively low historical
levels when adjusted for inflation, and quite
affordable to most Coloradans. Thus, we ex-
pect that motor fuel tax revenue will continue
to exhibit steady growth throughout the fore-
cast period, although at a dightly slower rate
than we had expected in September. Revenues
will increase 3.8 percent in FY 2000-01, and at
a compound average annual rate of 3.9 percent
between FY 1999-00 and FY 2005-06.

The State Highway Fund. Once the taxes and
fees generated for the Highway Users Tax
Fund (HUTF) are collected, they are disbursed
to the state, counties, and cities in a manner
stipulated by Colorado law. The state’s share
of money (approximately 55 percent) is cred-
ited to the State Highway Fund. In addition,
the Senate Bill 97-1 diversion and any capital
construction transfers from the General Fund
for transportation purposes are deposited in the
State Highway Fund. The balance in the State
Highway Fund earns interest that is subject to
the TABOR spending limit. We expect inter-
est earned in this fund to increase 13.3 percent
in FY 1999-00, primarily the result of a $50
million transfer from the General Fund. How-
ever, interest earnings will decline 33.3 percent
in FY 2001-02, aresult of the much smaller
Senate Bill 97-1 diversion of sales and use tax
revenues. The diversion will be reduced sub-
stantially in FY 2001-02 to allow General
Fund appropriations to grow by the six percent
statutory limit. Interest earnings to this fund
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will grow at a compound average annual rate
of 3.8 percent between FY 1999-00 and FY
2005-06.

Additional Monies for Transportation. Dur-
ing the 2000 legidative session, the General
Assembly specified that $50 million be trans-
ferred to the State Highway Fund from the
General Fund on July 1, 2000. In addition,
Senate Bill 97-1 provided for the diversion of
10 percent of state sales and use tax revenues
to the HUTF. Thisamount was increased to
an effective rate of 10.107 percent for FY
2000-01 and to 10.355 percent for each year
thereafter. The amount diverted is shown at
the bottom of Table 3. A statutory trigger re-
duces the Senate Bill 97-1 diversion dollar-for-
dollar when General Fund revenues fall short
of fully funding the six percent growth limit on
General Fund appropriations, as is expected to
occur in FY 2001-02 and FY 2005-06. Asa
result, the diversion will be reduced by $205.6
million in FY 2001-02 and $125.3 millionin
FY 2005-06.

Higher Education

In this section, we present the projections for
cash fund revenue growth and full-time
equivalent (FTE) enrollment in the higher edu-
cation system. Table 4 illustrates the tuition
and nontuition revenue projections and Table 5
illustrates the FTE enrollment forecasts by
residency status.

Higher Education Cash Fund Revenue Pro-
jections. The FY 1999-00 total (tuition and
nontuition) higher education cash fund reve-
nue increased 3.0 percent, despite a 0.9 percent
dip in nontuition revenue. The nontuition
revenue drop was attributable to an operational
reorganization at university hospitals and clin-
ics. Thisyear, however, these hospitals and
clinics developed new operationa strategies

and reported that revenue is expected to return
to normal levels of growth.

We anticipate that higher education cash fund
revenue will increase 5.7 percent in FY 2000-
01 and 5.6 percent in FY 2001-02 (Table 4).
Between FY 1999-00 and FY 2005-06, we ex-
pect total higher education cash fund revenues
to grow at a compound average annual rate of
5.2 percent.

We project that tuition revenue will increase
5.4 percent in FY 2000-01 and at a compound
average annual rate of 4.9 percent between FY
1999-00 and FY 2005-06. We expect non-
tuition revenue to maintain a somewhat
stronger growth pattern throughout the forecast
period, increasing 6.7 percent in FY 2000-01
and at a compound average annual rate of 6.3
percent through FY 2005-06.

The December 2000 tuition revenue forecast is
similar to the September 2000 forecast. We
increased the forecast for nontuition revenue
over the September 2000 projections because,
excluding university hospitals and clinics,
there were significant revenue increasesin FY
1999-00 that were associated with 1) interest
income and 2) strong student consumer spend-
ing. Both interest income and consumer
spending are expected to remain robust
through the forecast period.

Higher Education Enrollment Projections.
FY 1999-00 FTE enrollment increased 1.8 per-
cent over FY 1998-99 enrollment. Most of the
increase was attributable to a 2.0 percent gain
in resident enrollment while nonresident en-
rollment grew 1.1 percent. The addition of
Colorado Northwestern Community College to
the state system was responsible for some of
the enrollment growth. In line with expecta-
tions, record enrollment at community colleges
was al so responsible for enrollment growth.
Topping the list of schools with the largest
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growth ratesin FY 1999-00 were: Front Range
Community College (6.5 percent), Otero Com-
munity College (5.8 percent), and Community

College of Aurora (4.5 percent).

Table 5 illustrates the FTE student enrollment
projections by residency status. Resident en-
rollment will increase at a compound average
annual rate of 1.8 percent between FY 1999-00
and FY 2005-06, while nonresident enrollment
will grow at a slower rate of 1.0 percent over
the same period. Total FTE student enroll-
ment at Colorado’ s public higher education in-
stitutions will increase at a compound average
annual rate of 1.7 percent between FY 1999-00
and FY 2005-06.

The December resident enrollment forecast
was reduced dlightly from the September fore-
cast. Thisisdue to the Colorado Commission
on Higher Education estimates of the current
enrollment in FY 2000-01. The Fall enroll-
ment accounts for most of the year’ s census.
These figures reveaed |ess-than-expected
gains compared with FY 1999-00. We expect
that overall enrollment will increase at a
smaller rate than historical trends for two rea-
sons: aslowing in the state’' s economy and
slowing growth in the typical college-age and
community college-age populations.

Factors Affecting the Forecast. A significant
factor in the forecast is the growth of the popu-
lation groups that are likely to seek higher edu-
cation. Thismay include: the number of Colo-
radans completing high school or a high

school equivalent program, the level of migra-
tion into the state, the number of Coloradans
that are college-age, and population growth in
regions close in proximity to colleges and uni-
versities.

Due in part to a near-full employment labor
market, we estimate that part-time higher edu-
cation enrollment — particularly at commu-

nity colleges — will increase as aresult of
more adults returning to education for techni-
cal degrees. Because part-time students gener-
ally pay more per credit hour in tuition and
fees than full-time students, the average cost
per credit rises as the proportion of part-time
studentsincreases. Therefore, during times of
enrollment growth, an increase in part-time en-
rollment relative to full-time enrollment should
drive up tuition revenue.

The December forecast reflects three tuition
inflation factors approved by the Joint Budget
Committee for FY 2000-01 figure setting.
First, the committee authorized a 2.9 percent
increase in resident tuition that is pegged to the
Denver-Boulder-Greeley inflation rate in 1999.
Second, the committee authorized a 4.0 per-
cent increase in nonresident tuition. Finally,
the committee authorized an additional $1.4
million tuition differential for the University of
Colorado system. Future per-pupil tuition is
assumed to increase at the projected Denver-
Boulder-Greeley inflation rate, while future
nontuition revenue growth is driven by enroll-
ment growth and inflation. Estimates for the
local inflation rate are found in Table 14,
Colorado Economic Indicators, on page 50.

Unemployment Insurance Trust Fund

Forecasts for Ul tax revenue, benefit pay-
ments, and the Ul Trust Fund balance are
shown in Table 6. The Unemployment Insur-
ance (Ul) Trust Fund collects taxes from em-
ployers and uses the revenues for unemploy-
ment benefits. Growth in Ul taxes depends
upon employment growth, the rate at which
covered employees switch employers, wage
growth, and the amount of benefits paid to Ul
claimants. The amount of benefits paid to Ul
claimants depends upon the state unemploy-
ment rate and the average wage level. When
the amount of benefits paid fals, the average
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Ul tax rate paid by all employersfalls, and Ul
tax revenues fall, all else equal. For the three
years between FY 1996-97 and FY 1998-99, a
very low unemployment rate produced de-
clinesin total benefit payments despite rising
wages. Combined with strong employment
and wage growth, this culminated in low Ul
tax revenue growth during FY 1996-97 and
FY 1997-98 and declines in FY 1998-99 and
FY 1999-00. However, the level of Ul taxes
remained much higher than the level of bene-
fits paid, resulting in robust growth in the Ul
Fund balance and increased interest earnings.

Total Ul revenue increased 1.9 percent in FY
1999-00, aresult of essentially flat tax reve-
nues and strong interest earnings. We expect
total Ul revenue to essentialy remain flat in
FY 2000-01, decreasing 0.3 percent, and to in-
crease at a compound average annual rate of
4.6 percent through FY 2005-06.

The Ul Tax Revenue Forecast. Tax revenues
were flat in FY 1999-00, aresult of adeclining
average tax rate due to an extremely low un-
employment rate. Tax revenues will declinein
FY 2000-01 and FY 2001-02 as aresult of
House Bill 00-1310, which provides for a 20
percent tax credit on Ul taxes during calendar
years 2001 and 2002. Thisis expected to re-
duce Ul Fund tax revenues by atotal of $43.8
million between FY 2000-01 and FY 2002-03.
During the remainder of the forecast period,
while we expect the average Ul tax rate to re-
main low, tax revenues will continue to grow
in general as aresult of substantial job turn-
over in the workforce as employers compete
with each other for alimited supply of labor.
Thus, we expect tax revenues to grow at a
compound average annual rate of 4.6 percent
between FY 1999-00 and FY 2005-06.

The Ul Benefit Payments Forecast. Benefit
payments fell for three years between FY
1996-97 and FY 1998-99 as aresult of alow

unemployment rate and a shortage of |abor.
However, although the unemployment rate hit
record lows, total benefit payments increased
5.6 percent in FY 1999-00. This occurred be-
cause the average benefit payment increases
each year based upon wage gainsin the prior
year; wages and salaries grew 10.0 percent in
1999. While the number of claimants and the
average period in which claimants received
benefits were lower, the average benefit has
grown substantially. Over the forecast period,
the number of claimants are expected to grow
at afairly sow rate. However, we expect con-
tinued strong gainsin the wage level. There-
fore, we expect that benefit payments will
grow at a compound average annual rate of 7.7
percent between FY 1999-00 and FY 2005-06.

The Ul Trust Fund Balance and Solvency
Measures. By FY 2005-06, we expect the Ul
Trust Fund balance to grow to $1.1 billion.
Although benefit payments are expected to
grow faster than tax revenues, interest earn-
ings from the large fund balance will compen-
sate for this deficiency and the fund balance
will grow at a compound average annual rate
of 6.5 percent between FY 1999-00 and FY
2005-06.

In addition, the Ul Trust Fund will remain sol-
vent for the duration of the forecast. A gener-
ally accepted method of measuring fund sol-
vency isthe number of months a state can pay
recession-level benefits before depleting its
fund. Itisgeneraly believed that 12 monthsis
sufficient, provided a solvency tax is triggered
when the fund balance falls below a certain
level, asit isdesigned in Colorado. We expect
that the fund will remain at levels sufficient to
pay for at or near 12 months of recession-level
benefits throughout the duration of the fore-
cast. A solvency tax istriggered in Colorado
when the Ul fund balance as a percent of total
annual private wages falls below 0.9 percent.
As shown in Table 6, we expect thisratio ini-
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tialy to fall from 1.20 percent in FY 1999-00
to 1.16 percent in FY 2002-03, and then re-
cover to 1.20 percent by FY 2005-06.

Overview of Additional Cash Funds

This section provides brief descriptions of
other large cash funds that are subject to the
TABOR spending limitation. In FY 1999-00,
these cash funds comprised 26.6 percent of to-
tal cash fund revenue. The forecast for each of
these funds is contained in Table 2.

The Limited Gaming Fund. The Limited
Gaming Fund (sometimes referred to as the
Colorado Gaming Fund) receives license fees
and taxes levied on the adjusted gross pro-
ceeds (AGP) earned from gaming activity in
Black Hawk, Central City, and Cripple Creek.
Gaming revenues surged 18.6 percent in FY
1998-99, and despite the elimination of the
$75 device fee imposed by the state and a sub-
stantial decrease in gaming tax rates, grew 1.2
percent in FY 1999-00. Our analysis suggests
that had the tax rate changes not occurred,
gaming tax revenues would have grown 24.6
percent in FY 1999-00. This heady growth is
aresult of atrend toward larger casinos, which
pay taxes at higher marginal rates, combined
with healthy growth in gaming tourism. The
gaming tax currently ranges from 0.25 percent
of the first $2 million of AGP (or the total
amount bet less winnings) to 20 percent of all
AGP above $15 million.

We expect overall gaming revenue to increase
18.5 percent in FY 2000-01, as income growth
and tourism remains healthy, and larger casi-
nos continue to replace smaller casinos. The
trend will moderate and gaming revenue will
increase at an annual rate of 14.0 percent be-
tween FY 1999-00 and FY 2005-06.

Gaming revenues in this fund are first used to
pay for the expenses of running the Gaming

Commission and the Division of Gaming. In
FY 1999-00, these expenditures equaled $8.6
million. The remaining amount is distributed
to the General Fund, the Colorado Tourism
Promotion Fund, local government impact
funds, the State Highway Fund, and the State
Historical Society. Once all appropriations
and distributions were complete in FY 1999-
00, the General Fund retained 36.0 percent of
gaming revenues. The amount retained in the
General Fund is reported as a revenue source
for the General Fund in Table 1. All gaming
revenues, regardless of where they are distrib-
uted, are included within the TABOR limit.

Wildlife Cash Fund. By source, approxi-
mately 92 percent of revenue in the Wildlife
Cash Fund comes from the sale of hunting and
fishing licenses. The remaining revenue in the
fund is comprised of interest receipts and mis-
cellaneous revenues. Revenuesin the Wildlife
Cash Fund are used to maintain wildlifein
Colorado. Overall revenue to the fund de-
clined 10.3 percent in FY 1999-00. Thisde-
cline was aresult of two factors. First, FY
1999-00 marked the first year in which all deer
licenses were sold through an application proc-
ess, causing an estimated $4 million declinein
deer license revenue. Second, the Wildlife
Commission approved the lowest number of
buck deer licensesin over 40 years for 1999 —
106,000 licenses, down 41.5 percent from the
amount approved in 1998.

Wildlife revenues are expected to decline by
2.1 percent in FY 2000-01, but begin recover-
ing at a healthy rate for the remainder of the
forecast period as aresult of House Bill 00-
1448, which raised fees for nonresident hunt-
ing licenses, and indexed them to the Denver-
Boulder-Greeley inflation rate thereafter.
House Bill 00-1448 is expected to raise hunt-
ing license revenue by $31.2 million over the
forecast period, despite an expected 36.6 per-
cent reduction in the number of nonresident
licenses sold.
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Capital Construction Fund. The Capital Con-
struction Fund retains money for construction
of future capital projects such as prisons and
higher education facilities. Incometo this
fund is comprised largely of interest earnings
on the unspent balance. On July 1, 1998, $468
million was transferred to the fund, and an ad-
ditional $100 million will be transferred from
the General Fund to the fund in FY 1999-00
through FY 2001-02. During the 2000 legida-
tive session, the General Assembly passed leg-
islation that increased the General Fund trans-
fersto the Capital Construction Fund by
$518.4 million through FY 2005-06. House
Bill 00-1055 extended the $100 million trans-
fer for four more years through FY 2005-06,
while House Bill 00-1452 requires the transfer
of $118.4 million to the fund in FY 2000-01.
These bills will increase interest earnings to
the Capital Construction Fund by an estimated
$55.6 million between FY 2000-01 and FY
2005-06.

Despite these large transfers, the anticipated
large expenditures from the fund will result in
afalling average fund balance throughout the
forecast period, though at a much slower rate
than would have occurred prior to the passage
of House Bills 00-1055 and 1452. Therefore,
we expect income to the Capital Construction
Fund to decline at a compound average annual
rate of 10.1 percent from FY 1999-00 through
FY 2005-06.

Regulatory Agencies. The Department of
Regulatory Agencies (DORA) regulates and
enforces Colorado laws regarding various in-
dustriesin Colorado. The DORA collectsi-
cense and other fees from the professions that
it regulates. Because employment growth has
been so healthy, DORA has been annually re-
adjusting their fees downward in order to keep
revenue growth commensurate with DORA’s
annual appropriation, which has been growing
at modest rates. Thus, we expect DORA cash

fund revenue to increase modestly over the
next five years.

Insurance-Related. This category is com-
prised of three cash funds administered by the
Division of Workers Compensation in the De-
partment of Labor and Employment. The
revenue collected by the funds comes from
taxes on workers compensation insurance pre-
miums. In late 1999, the Colorado Commis-
sioner of Insurance approved an average in-
crease in workers compensation rates of 3.4
percent, the first increase in ten years and are-
sult of persistent increasesin medical costs.
We expect medical inflation to continue to in-
crease. While the move to health maintenance
organizations helped to control costs for sev-
eral years, any efficiency gains from this move
have been exhausted and costs are on the rise.
Thus, we expect these revenues to increase at
a compound average annual rate of 5.7 percent
between FY 1999-00 and FY 2005-06.

Severance Tax. Severancetaxesare levied on
the value of extracted oil, gas, coal, and miner-
als. Fina oil and gas severance taxes for a
given year are reduced by a portion of acom-
pany’s property taxes paid during the same
year, but based on the previous year's income.
The difference of timing between the gross
severance taxes due and the offsetting property
taxes creates a volatile collections pattern. Be-
tween FY 1999-00 and FY 2005-06, we expect
severance taxes to increase at an average an-
nual rate of 4.5 percent, but the pattern of
growth will be varied. We increased this fore-
cast by $9.6 million in FY 2000-01, aresult of
increases in energy prices that will spur addi-
tiona oil and gas production.

Two recent bills will reduce severance tax
revenues throughout the forecast period.
House Bill 00-1065, which made several small
changesto the oil and gas severance tax code,
will reduce severance tax revenues by
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$430,000 in FY 2000-01. In addition, House
Bill 99-1249, which expanded several exemp-
tions to the severance tax and specified that
severance tax cash funds retain their own in-
terest earnings, will reduce net revenues by an
estimated $1.0 million in FY 2000-01.

Petroleum Storage Tank Fund. The Petro-
leum Storage Tank Fund collects money to
clean leaking underground gasoline storage
tanks. Most of the fees collected in the fund
are levied on tank truckloads of fuel products
shipped within the state. The feelevel issetin
statute to fluctuate with the amount of money
in the fund's reserve. House Bill 00-1486,
which will increase revenues to the Petroleum
Storage Tank Fund by an estimated $29.4 mil-
lion over the forecast period, made two
changesto the statutory fee level. First, the
fee currently charged when the fund balance
falls below $5 million was reduced from $100
to $75. Second, the date at which anew re-
placement fee structure of $25 when the fund
balance falls below $8 million will become ef-
fective was postponed from July 1, 2001 to
July 1, 2004. Petroleum Storage Tank Fund
revenues are expected to decline at a com-
pound average annual rate of 7.5 percent be-
tween FY 1999-00 and FY 2005-06.

Employment Support Fund. The Employ-
ment Support Fund (ESF), designed to help
maintain the solvency of the Unemployment
Insurance Trust Fund (Ul Fund), receivesits
revenue from the unemployment insurance
surcharge tax. The surcharge tax islevied to
cover benefits charged against employers who
have gone out of business. During the 1999
regular session, the General Assembly passed
Senate Bill 99-228, which increased the
amount of surcharge taxes retained in the ESF
from 20% to 50%, allowed the ESF to retain
unappropriated funds, and fixed the surcharge
tax rate at 0.22 percent of taxable wages. Asa
result of the new law, ESF revenues grew
189.2 percent in FY 1998-99 and 61.2 percent

in FY 1999-00. However, ESF revenues are
expected to decline 19.3 percent in FY 2000-
01. Two factorswill contribute to the decline.
First, the lower surcharge tax rate will bein
effect for afull year for the first time. Second,
House Bill 00-1310, which provides for a 20
percent tax credit on al Ul taxesin 2001 and
2002, is expected to reduce ESF revenues by a
total of $8.1 million between FY 2000-01 and
FY 2002-03. Employment Support Fund reve-
nues are expected to grow at a compound av-
erage annual rate of 2.5 percent over the fore-
cast period.

Controlled Maintenance Trust Fund. The
Controlled Maintenance Trust Fund (CMTF)
isastate trust fund from which the interest
earned may be spent for the maintenance of
existing capital investments. The principal
balance in this fund is designated to satisfy the
state’ s constitutional emergency reserve re-
quirement. Because the fund balance is not
being augmented and because the interest rate
expected to be earned by the fund will decline
throughout much of the forecast period, inter-
est income to the CMTF will decline at a com-
pound annual average rate of 0.5 percent be-
tween FY 1999-00 and FY 2005-06.

Other Cash Funds. The "other cash funds"
component includes approximately 174
smaller cash funds and can be quite volatile.
These funds grew 1.7 percent asagroup in FY
1999-00, arelatively modest pace that is pri-
marily due to Senate Bill 98-194, which re-
quired many cash funds to lower feesin order
to reduce their reserves. We expect revenue to
this group of cash fundsto grow at a more
healthy rate of 6.0 percent in FY 2000-01. We
increased our forecast for this group of cash
funds by $6.9 million in FY 2000-01, since we
believe the effects of Senate Bill 98-194 seem
to have generally run their course. Revenueto
this group of cash funds will increase at an an-
nual average rate of 5.7 percent over the fore-
cast period.
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The Constitutional Revenue Limit

4 )
After surplus TABOR revenues of - Surplus TABOR revenues will total $6.7
$941.1 million in FY 1999-00, the billion during the six-year period, or $1.1
TABOR surplus will fall to $858.7 billion per year. Nine refund methods
million and $672.7 million in FY 2000- will be used to refund the TABOR
01 and FY 2001-02, respectively. The surplus in FY 2000-01, while 17 methods
lower surpluses are attributable to voter will be used in FY 2001-02 and
approval of Amendment 23 and thereafter.

Referendum A and ongoing impacts of
tax reductions enacted by the 2000
General Assembly.
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This section presents a brief discussion of the
TABOR spending limit, the projected excess
TABOR revenues after incorporating the Gen-
eral Fund and Cash Fund revenue forecasts,
and areview of the TABOR refund methods.

The provisions of Article X, Section 20 of the
Colorado Constitution (TABOR) require that
revenue collected above the TABOR limit be
refunded to taxpayers within one year after the
fiscal year in which they were collected. TA-
BOR limits annual growth in most state reve-
nue to inflation plus the annual percentage
change in state population.

We expect the state to exceed its TABOR limit
by at least $668 million each year into the
foreseeable future. Table 7 displays the pro-
jections for the future TABOR surpluses based
upon current law (e.g., current tax policy) and
the Legidative Council December 2000 reve-
nue, inflation, and population forecasts. Table
8 shows a detailed calculation of the TABOR
surplus. The forecast also incorporates voter
approval of Amendment 23 and Referendum
A. Amendment 23 exempts part of state in-
come tax revenues from the TABOR limit,
while Referendum A increases allowable state
spending beginning in FY 2001-02. The FY
2000-01 TABOR surplus is expected to be
$858.7 million, and the FY 2001-02 surplusis
anticipated to be $672.7 million. Without the
voter-approved changes, we would have antici-
pated increases in the surplus during each year
of the forecast. Intotal, we expect the state to
exceed its constitutional revenue limit by over
$6.7 billion from FY 2000-01 through FY
2005-06.

The forecast for the TABOR surplusis not sur-
prising given that, in the long term, growth in
the state’ s revenue base has historically ex-
ceeded the TABOR limit. Thisis primarily
because a large portion (nearly 44 percent) of
the state’'s TABOR revenueistied to the indi-

vidual income tax. Income taxes inherently
grow faster than personal income, and personal
income will almost always grow faster than the
TABOR limit, which is the sum of inflation
plus population growth.

Table 7

Estimated TABOR Surplus Revenues
(millions of dollars)

Fiscal Year Amount
2000-01 $858.7
2001-02 $672.7
2002-03 $944.3
2003-04 $1,206.5
2004-05 $1,391.8
2005-06 $1,580.9

Total $6,654.9
Average $1,109.2

Three factors cause income taxes to grow
faster than personal income. Thefirst two
factors relate to the state’' s progressive income
tax system. Even though the state has aflat in-
come tax rate of 4.63 percent, Colorado’s in-
come tax structure is progressive. First, the
fixed amount of deductions and personal ex-
emptions allowed by law are alarger share of
the income of low-income households than of
high-income households, thus causing progres-
svity in the state’sincome tax. Next, these de-
ductions generally grow at a slower rate than
overal income, while much of the income
growth is concentrated in the high-income
households. Another reason why individual
income taxes grow at a stronger rate than over-
al incomeis capital gains. Capita gains ac-
counted for an estimated 9.4 percent of ad-
justed gross income in 1998, ailmost triple the
share of only afew years ago. However, capi-
tal gainsincome is not included in overall per-
sonal income data. In addition, the percentage
of tax returns with capital gainsincreased from
14.3 percent in 1991 to 25.0 percent in 1998.
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Personal income growth usually exceeds the
TABOR growth limit (the sum of inflation
and population growth) because it includes a
component that rewards people for their effi-
ciency and experience (productivity) in addi-

tion to inflation and population growth.

Table 9

TABOR Refund Mechanisms for the

FY 1999-00 TABOR Surplus
(millions of dollars)

Amount Refunded in Threshold
Description FY 2000-01 Trigger
Earned Income Credit $32.4 $54.0
Personal Property Credit $82.7 $183.5
Interest, Dividends, Capital Gains $35.3 $237.5
Capital Gains $40.2 $280.7
Rural Health Care $0.3 $285.0
Children’s Issues $24.1 $290.0
Pollution Equipment $3.8 $350.0
Health Benefit Plans $22.1 $400.0
Sales Tax Refund (with 5% add on) $735.3 NA

Total

$976.2

Refund Mechanisms Effective for the
FY 1999-00 TABOR Surplus

Nine refund mechanisms will be used to return
the FY 1999-00 surplus to taxpayers during
the current fiscal year. Five refund mecha-
nisms were passed during the 1999 legidative
session, while four new refund mechanisms
were passed during the 2000 legidlative ses-
sion. Table 9 shows these refund methods, the
amount estimated to be refunded for the FY
1999-00 surplus, and the threshold amounts
for the refunds. A particular refund mechanism
will be used only if the surplus revenues are
greater than the threshold amount. The thresh-
olds are increased by personal income growth

each year.

Earned Income Tax Credit. The Colorado
credit “piggybacks’ off of the federal earned
income tax credit, and Colorado taxpayers re-
ceive 10.0 percent of the federal credit amount.
The federal credit may be claimed by certain
taxpayers with modified federal adjusted gross
incomes up to approximately $31,300. Colo-
rado taxpayers who claim the federal credit
may claim the state credit.

Business Personal Property Tax Refund.
Businesses will receive arefund equal to 100
percent of personal property taxes paid up to
$500, plus 13.37 percent of personal property
taxes paid in excess of $500. All businesses
that pay personal property tax may claim the
credit. There must be $183.5 million of excess
revenues for this method to be used. Through
November 2000, $78.4 million had been re-
funded.

Exclusion of Interest, Dividend, and Capital
Gains Income. Individuaswill be able to de-
duct the lesser of $1,200 or their total amount
of interest, dividend, and capital gains income
on thelr state income tax return. Joint filers
will be allowed to deduct up to $2,400 of such
income. All Colorado individual income tax-
payers with any of the above types of income
qualify for the deduction. This method is ex-
pected to refund $35.3 million of the FY 1999-
00 excess revenuesin FY 2000-01. There
must be at least $237.5 million in excess reve-
nues, adjusted for Colorado personal income
growth, for this refund method to be used.

Exclusion of Capital Gains on Colorado As-
sets. Individuals and businesses will receive a
deduction for capital gains taken on Colorado
assets purchased prior to May 9, 1994. The
gains must be taken during the preceding tax
year and the modification will appear on the
state' sincome tax forms. The refund mecha-
nism would return $40.2 million of the FY
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1999-00 excess to taxpayers during FY 2000-
01. There must be at least $280.7 million in
excess revenues, adjusted for Colorado per-
sonal income growth, for this refund method to
be used.

Tax Credit for Rural Health Care Providers.
The TABOR refund offered through thisin-
come tax credit is available to health care pro-
fessionals (a physician, physician assistant, or
nurse who is licensed or certified) who have
resided and practiced in arura heath care pro-
fessional shortage areafor at least 180 days of
the income tax year, and have committed to
residing and practicing in the area for threeto
fiveyears. The credit is equal to one-third of
the amount of the student loan or one-third of
the balance due and owing on the student loan,
up to the amount of the taxpayer’s actua in-
come tax liability. Thisrefund method will
exist for five years, while unused portions of
the credit may be carried forward up to ten
years.

Child Care and Child Tax Credits. Colorado
taxpayers aready receive a child care tax
credit and a child tax credit, though these cred-
its are not TABOR refund mechanisms. The
TABOR refund mechanism broadens these tax
credits. The existing child care tax credit is
increased from 50 percent to 70 percent and
the qualifying population is expanded to those
with federal adjusted gross incomes greater
than $60,000 and less than $64,001. The exist-
ing child tax credit for children under age six
isincreased from $200 to $300 and the income
limitations are also expanded in the same man-
ner as for the child care tax credit. The age
limit is expanded to 12 for children who are
cared for in their own family-operated child
care home that is either licensed or legally ex-
empt from licensing requirements. The credits
will be effective for income tax years begin-
ning on or after January 1, 2000.

Sales and Use Tax Exemption for Pollution
Control Equipment. This refund mechanism
isasales and use tax exemption for purchases
of equipment installed or used to detect, elimi-
nate, reduce, or prevent air, water, or other en-
vironmental pollution. The exemption is effec-
tive for purchases on or after October 1, 2000.

Income Tax Credit for Purchase of Private
Health Benefit Plans. This refund mechanism
allows Colorado residents to claim an income
tax credit for amounts paid for health benefit
plans. The tax credit is restricted to individuals,
spouses, and dependents who obtain private
medical/health insurance and who were not
covered by an individual health benefit plan or
an employee or group health benefit plan dur-
ing any portion of the income tax year immedi-
ately preceding the income tax year for which
the credit isbeing claimed. The credit islim-
ited to residents whose federal adjusted gross
income does not exceed $25,000 for individu-
als with no dependents, $30,000 for two indi-
viduals with no dependents filing ajoint return
or two married individuals with no dependents
filing separate returns, and $35,000 for resident
individuals with dependents. The maximum
credit islimited to $500, is not refundable to
the taxpayer, and cannot be carried forward.

Sales Tax Refund. Individualswill receive a
state sales tax refund based on six modified
federal adjusted gross income tiers and the fil-
ing status of the taxpayer. The amount of ex-
cess revenues refunded through this mecha-
nism is determined by subtracting the amount
estimated for other refund methods from the
total TABOR refund and multiplying the result
by 105 percent. The legidature refunds 105
percent of the amount necessary through this
mechanism to be assured of refunding the re-
quired amount. Any amount refunded in ex-
cess of what is required will reduce the follow-
ing year'srefund. Table 10 shows the amount
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per taxpayer to be refunded through the six-tier
mechanism in FY 2000-01. The calculation of
the sales tax refund causes it to act asa “catch
al” mechanism. Any surplus not refunded by
other mechanisms is refunded through the sales
tax refund. The difference between the $976.2
million scheduled to be refunded in Table 9
and the $941.1 million required to be refunded
results from the 105 percent provision in the
six-tier mechanism.

Table 10

FY 2000-01 Sales Tax Refund Amounts Used
to Refund a Portion of the FY 1999-00 Surplus

Modified Refund for Single, Refund for

Federal Adjusted  |Head of Household, Joint Return or

Gross Income Married Separate: Surviving Spouse:
Less than $26,001 $182 $364
$26,001 to $53,000 $245 $490
$53,001 to $78,000 $288 $576
$78,001 to $103,000 $325 $650
$103,001 to $126,000 $363 $726
More than $126,000 $574 $1,148

Refund Mechanisms Effective for the
FY 2000-01 Surplus

The refund mechanisms discussed previously
and eight new refund mechanisms will be used
to refund the surplus revenues for FY 2000-01
and later. Table 11 shows the new refund
mechanisms, the estimated amounts of the re-
funds, and the threshold amounts for each to be
utilized. Based on the Legidative Council
revenue estimate, each of the new refund
mechanisms will be effective for the FY 2000-
01 surplus.

Tax Credit for Individual Development Ac-
counts. This mechanism establishes the Indi-
vidual Development Account (IDA) program,
creating a new type of deposit account in fi-
nancia institutions. The program allows per-
sons earning 200 percent or less of the federal

poverty income level to save money for post-
secondary education, or, for persons earning
80 percent or less of the area median income,
to save for the purchase of ahome. Moneys
deposited in an IDA may be matched with
philanthropic donations. The funds can be
used for post-secondary education, including
occupational training, first-time purchase of a
home, or business capitalization.

The mechanism allows an income tax credit
for donors who provide matching funds to an

IDA. The maximum credit is 25 percent of the

amount donated, but the total amount of the
tax credits cannot exceed $5 million annually
and no donor can receive a credit in excess of
$100,000 annually.

Table 11
TABOR Refund Mechanisms for the
FY 2000-01 TABOR Surplus
(millions of dollars)

Amount Refunded Threshold
Description in FY 2001-02 Trigger

Eamed Income Credit $34.3 $58.6
Personal Property Credit $89.2 $199.3
Individual Development Accounts* $5.0 $206.3
Interest, Dividends, Capital Gains $36.6 $257.9
Capital Gains $38.6 $304.8
Rural Health Care $0.4 $309.5
Children’s Issues $24.2 $314.9
Vehicle Registration Fees* $33.7 $358.4
High Tech Scholarshi ps* $0.5 $358.4
Pollution Equipment $3.9 $380.1
Telecommunication Education* $0.3 $380.1
Charitable Contributions* $5.0 $380.1
Interest, Dividends, and Capital Gains (Increase)* $7.6 $380.1
Commercial Trucks* $6.1 $380.1
Health Benefit Plans $22.4 $434.4
Capital Gains* $27.3 $467.0
Sales Tax Refund (with 5% add on) $549.7 NA
Total, All Refund Mechanisms $884.8

*New refund method in FY 2001-02.
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Reduction of Motor Vehicle Registration
Fees. This refund mechanism reduces annual
registration fees for motor vehicles beginning
July 1, 2001. The fee for registering a passen-
ger vehicle is reduced to $2.50; the fee for
registering other vehiclesis reduced by 25 per-
cent.

Income Tax Credit for High Technology
Scholarships. This refund mechanism pro-
vides for a 25 percent income tax credit for do-
nations made to the Colorado High Technol-
ogy Scholarship Program for income tax years
beginning on or after January 1, 2001. The
credit cannot exceed 15 percent of the amount
of income taxes due. The program provides
scholarships to in-state students earning high-
technology related certificates or degrees.

Income Tax Credit for Contributions to Tele-
communication Education. Thisrefund
mechanism provides an income tax credit
egual to 15 percent of ataxpayer’stotal mone-
tary contribution made to the Colorado Insti-
tute for Telecommunication Education for the
purpose of funding grants or scholarships for
students enrolled at the institute. The credit
cannot exceed the smaller of $10,000 or the
taxpayer’ s actua tax liability for the income
tax year, and cannot be carried forward or re-
funded to the taxpayer. Individual and corpo-
rate taxpayers are eligible for the tax credit for
income tax years beginning on or after January
1, 2001.

Exemption for Certain Charitable Contribu-
tions. Thisrefund mechanism allows indi-
viduals who do not use itemized deductions on
their federal income tax return to subtract
charitable contributions in excess of $500 from
federa taxable income on their state income
tax returns beginning with income tax years
commencing on or after January 1, 2001.

Reduction of the Sales and Use Tax Rate on
Commercial Trucks. This refund mechanism

reduces the sales and use tax rate on the sale of
anew or used commercial truck, truck tractor,
tractor, semitrailer, or vehicle used in combina-
tion therewith that has a gross vehicle weight
rating in excess of 26,000 pounds to 0.01 per-
cent. The reduction will be effective on July 1,
2001.

Increase the Interest, Dividend, and Capital
Gains Deduction. This refund mechanism in-
creases the existing interest, dividend, and
capital gains deduction from $1,200 to $1,500.
A married couple will be able to deduct up to
$3,000. The deduction is effective for income
tax years beginning on or after January 1,
2001. The additional deduction will be avail-
able only if the amount of surplus revenues ex-
ceed $350 million, while the existing deduction
isavailableif surplus revenues exceed $237.5
million.

Capital Gains Deduction for Assets Held for
One to Five Years. This mechanism modifies
arefund provision passed in House Bill 99-
1237 and establishes a new refund mechanism
for other capital gains. House Bill 99-1237 es-
tablished a deduction for certain Colorado as-
sets that were held for a period of at least five
years and purchased prior to May 9, 1994.
While the original bill required the transaction
to occur on or after January 1, 2000, House
Bill 00-1209 amended the law to allow transac-
tions which occurred in 1999 to qualify for the
deduction. Taxpayers who had qualifying
gainsin 1999 can obtain the deduction by fil-
ing an amended income tax return with the
Colorado Department of Revenue.

The new refund mechanism applies to the capi-
tal gains arising from the sale of certain Colo-
rado assets on or after January 1, 2001, that
were held by the taxpayer from one to five
years. Both individuals and corporations are
eligible for this deduction.
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General Fund Overview

-

. The General Fund excess reserve will be
$420.5 million at year-end FY 2000-01.
Tax reductions, large capital construction
transfers, and the initial impact of
Amendment 23 will reduce the reserve
from $806.2 million at the beginning of the
year.

The continued impact of Amendment 23
will reduce the excess Genera Fund
reserve to zero in FY 2001-02. Meanwhile,
to preserve reductions below the six
percent General Fund appropriations limit,
the diversion of sales and use tax revenues
to the Highway Users Tax Fund will be
reduced by $205.6 million in FY 2001-02.
Slowing revenue growth in FY 2004-05
and FY 2005-06 will reduce the diversion

-

by an additional $64.9 million in FY \
2005-06.

General Fund appropriations can
increase by six percent throughout the
forecast period.

Senate Bill 00-181 was enacted to
provide for K-12 capital construction and
maintenance needs. An appropriation is
dependent on the level of the Generdl
Fund excessreserve. Based on this
forecast, appropriations for these needs
totaling $50 million could not be madein
FY 2001-02, FY 2004-05, and FY 2005-
06. A total of $40 million can be
appropriated in FY 2000-01, FY 2002-

03, and FY 2003-04. /
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This section presents the General Fund over-
view after incorporating the revenue forecasts,
the expected TABOR surpluses, the passage of
Amendment 23 and Referendum A, and other
expenditures from the General Fund.

The General Fund overview with continuing
capital construction projectsis presented in Ta-
ble 12. The beginning General Fund reservein
FY 2000-01 was $806.2 million. General

Fund revenues in FY 2000-01 will be suffi-
cient to allow General Fund appropriations to
increase by six percent. Theinitial earmarking
of income tax revenues ($160.3 million) to the
State Education Fund, increased capital con-
struction transfers of $98.7 million above the
prior year, and a higher TABOR refund
($261.5 million) will reduce the year-end Gen-
eral Fund reserve to $420.5 million. After the
required statutory reserve (equal to four per-
cent of appropriations), the excess General
Fund reserve will be $207.1 million.

Amendment 23 will have an impact on the
General Fund. A revenue reduction to the
General Fund will occur, but an offsetting re-
duction in the TABOR refund liability will not
occur until the following year. Thus, the Gen-
eral Fund will see areduction in either its ex-
cess reserves, the diversion of sales and use
taxes to the Highway Users Tax Fund (HUTF),
future capital construction projects, or Generad
Fund appropriations.

Incorporation of Amendment 23 into the De-
cember 2000 revenue forecast will reduce the
diversion of sales and use taxesto the HUTF
by $205.6 million in FY 2001-02. The state
can maintain its maximum six percent appro-
priationsin FY 2001-02. If our future revenue
forecasts show increased revenues, each addi-
tional dollar will generally add an additional
dollar to the sales and use tax diversion assum-
ing the allowable six percent General Fund ap-

propriations limit is fully funded. If the appro-
priations limit is not fully funded, increased
revenues will go to General Fund appropria-
tionsfirst. Increased estimates for income
taxes will generate only 92.8 cents to the Gen-
eral Fund for each income tax dollar.

Both the General Fund six percent appropria-
tions limit and the diversions to the HUTF can
be fully funded from FY 2002-03 through FY
2004-05. However, the projected slowdown in
revenue growth in FY 2004-05 and FY 2005-
06 will lead to areduced diversion of $125.3
million to the HUTF in FY 2005-06.

Referendum A reduces property taxes for
qualified senior citizens by exempting up to
one-half, but not to exceed $100,000, of the
value of ahome from property taxation. The
state is required to reimburse local govern-
ments for their property tax reductions. The
amount of the backfill spending is exempt
from the TABOR spending and General Fund
Six percent appropriations limits, thus the
amount of surplus TABOR revenues will be
reduced.

The TABOR spending limit is increased by
$44.1 million for FY 2001-02, thus the TA-
BOR refund will be reduced in FY 2002-03.
The state will reimburse local governments for
their property tax revenue lossesin FY 2002-
03. The state will therefore not have a one-
time reduction in the General Fund excess re-
serve because the reduced expenditures for the
TABOR refund offsets the increased expendi-
tures for the reimbursement of local govern-
ments.

The reimbursement of local governments will
not grow as fast as the spending limit. The
spending limit increases by the sum of infla-
tion and the percentage change in the state’'s
population, while the reimbursement will grow
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by an amount roughly equal to the percentage
change in the population age 65 and over.
Thus, this will increase the amount available in
the General Fund by small amounts each year.
However, it should be pointed out that the re-
imbursement could exceed the allowable TA-
BOR spending increase. The constitutional
amendment specified $44.1 million as the
amount of the increase in allowable TABOR
gpending. If the actual amount of reimburse-
ment exceeds the allowable TABOR increase,
the General Fund will absorb the difference.
Of coursg, if the reimbursement is less than the
alowable TABOR increase, the General Fund
will benefit.

Senate Bill 00-181 was enacted to provide for
K-12 capita construction and maintenance
needs. An appropriation is dependent on the
level of the General Fund excess reserve.
Based on this forecast, appropriations for these
needs totaling $50 million could not be made
in FY 2001-02, FY 2004-05, and FY 2005-06.
A total of $40 million can be appropriated in
FY 2000-01, FY 2002-03, and FY 2003-04.
The Senate Bill 00-181 transfer could have
been made in each year if Amendment 23 had
not passed. Of course, Amendment 23 allows
funds from the State Education Fund to be
used for school building capital construction.

Although this report does not contain a Gen-
eral Fund overview with only the current statu-
tory appropriations for capital construction,
our analysis shows that the diversion of sales
and use taxes to the HUTF would still be re-
duced. The diversion would be reduced by
$19.7 million in FY 2001-02 and by $107.1
million in FY 2005-06. Under this scenario,
the state would still not be able to appropriate
money for K-12 capital construction and main-
tenance in FY 2001-02, FY 2004-05, and FY
2005-06.

On June 13, 2000, the Governor issued an
emergency order for the wildfiresin Colo-
rado’s mountains. The order borrowed $4.1
million from the Controlled Maintenance Trust
Fund (CMTF) in FY 1999-00. Thisfund
serves as the constitutional emergency reserve.
The Governor will request the General Assem-
bly to replenish the CMTF via an appropria-
tion in FY 2001-02.

The constitutional emergency reserve require-
ment is three percent of the TABOR revenue
limit. We project that the amount currently in
the reserve will be less than the constitutional
requirement beginning in FY 2001-02. By the
end of the forecast period, the deficit in the
CMTF will reach $59.6 million. The General
Assembly could consider, though it is not re-
quired to do so, the transfer of additional reve-
nues from the General Fund to the CMTF, or
could designate another source to satisfy the
reserve requirement.
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OVERVIEW OF THE ECONOMY

National Economy

The U.S. economy continued to grow during
the third quarter, extending the record length
for economic expansions. However, the pace
of expansion slowed markedly, asthe six in-
terest rate increases by the Federa Reserve
Board over the past 18 months began to take
effect. The national economy is still healthy,
though it is showing increasing signs of old
age. Moreover, therisk factors are greater for
further lowing. The remainder of this section
discusses our outlook and the risk factors for
the national economy. Table 13 contains the
Legidative Council Staff forecast of the na-
tional economy.

Gross Domestic Product

Inflation-adjusted gross domestic product
(GDP) slowed to a 2.4 percent annual pacein
the third quarter, the smallest gain in four
years. Government spending declined at an
annual rate of 1.5 percent, influenced by the
completion of the decennial census effort.
Business spending increased at a 7.8 percent
annualized pace, down from the robust growth
rates of 14.6 percent and 21.0 percent of the
previous two quarters. Consumer spending
picked up slightly in the third quarter, but was
still weaker than the growth rate of any other
period since 1998's third quarter.

“The strong economy in the past five years
is arguably the best in the nation’s history.”

The strong economy in the past five yearsis
arguably the best in the nation’ s history. GDP
increased at a compound average annual rate
of 4.4 percent compared with 3.0 percent an-
nua growth in the previous 25 years. More-

over, GDP growth in 2000, despite the slow-
down in the second half of the year, will be the
strongest since 1984. Strong spending by con-
sumers and businesses spurred the recent
growth. However, both sectors will cool down
in the near term.

“Meanwhile, surging energy prices have
been at least partially responsible for the
past four recessions.”

Energy prices have surged since early 1999 as
oil prices tripled and natural gas prices more
than doubled. Albeit asmaller factor than a
decade ago, energy prices are still an integral
part of the economy. Meanwhile, surging en-
ergy prices have been at least partially respon-
sible for the past four recessions. Therisk fac-
tor for energy pricesisincreasing, as political
uncertainty in the Middle East and lean inven-
tories of gasoline, natural gas, and heating il
could lead to further price increases. Still, the
inflation-adjusted price of oil and its by-
products remain low by historical standards.
However, data suggests that consumers react
more to changes in prices rather than the price
level itself. In our consumer-driven economy,
the impact of higher energy prices on con-
sumer behavior iscrucial. Theincomethat is
spent at the gas pump or on utility billsis
money that is not spent at retail stores. Addi-
tionally, higher energy prices will negatively
influence business investment.

Except for a brief respite during the summer,
the equity markets have been very weak since
March. The NASDAQ market fell nearly 50
percent from its March peak. The companies
that have been at the forefront of recent strong
growth — telecommunications, software, and
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computer equipment — have been particularly
hard hit. Venture capital to fuel continued
growth in these companies is slowing down.
The investment plans of other mainline busi-
nesses are on hold aswell. Many of these
companies are reducing payrolls and invest-
ment spending.

The decline in the stock markets will also
negatively influence consumer confidence. In
fact, the index of consumer confidence tum-
bled in November to its lowest level in ayear,
and is nine points lower than only two months
previous. Consumers still feel good about cur-
rent economic conditions, but are soft on fu-
ture expectations. The weak stock market, de-
clining manufacturing conditions, and softness
in the job markets are causing consumers to
feel more negative about the fate of the econ-
omy in the near term.

Household debt has been increasing during the
recent boom period. One-fourth of households
with annual incomes under $50,000, roughly
the national median, have debt burdens of
more than 40 percent. An economic slow-
down will unduly influence these families and
will slow down their spending.

The manufacturing sector has been slowing for
more than ayear. The Nationa Association of
Purchasing Manager’ s Index has been below
the critical 50% level for four consecutive
months, suggesting that the manufacturing
sector is contracting. The lengthy downward
trend in the NAPM index does not bode well
for the sector. Domestic spending on manu-
facturing output is weakening, and global mar-
kets are unlikely to contribute in a positive
manner.

While these factors will lead to a lowdown in
GDP during the next year, they should not
cause arecession. Business investment will
remain high by historical standards, as the im-

petus for further technological innovation re-
mains strong in light of the labor shortage.
Thereal estate markets are in balance with low
vacancy rates across most of the nation. To
the extent that a building slowdown occurs as
aresult of weaker demand, it would not take as
long for the building sector to catch up once
the economy picks up. Moreover, the corein-
flation rate, which measures inflation outside
the volatile energy and food sectors, is low,
thus giving the Federal Reserve Board the nec-
essary latitude to quickly reduce interest rates
in the event of a sudden downturn. The high
federal budget surplus aso gives the President
and Congress some latitude with fiscal and tax

policy.

We estimate that GDP will increase by 5.2
percent in 2000. The economy will slow
leading GDP down to a 3.5 percent pace in
2001, and then turn up to growth rates of
4.3 percent and 4.8 percent in 2002 and
2003, respectively.

“...the core inflation rate...is low, thus giving
the Federal Reserve Board the necessary
latitude to quickly reduce interest rates in

the event of a sudden downturn.”

Employment

The nation’ s employment surged at an annual
pace of 2.5 percent during the last half of the
1990s, compared with 1.1 percent during the
first half of the decade. Meanwhile, the unem-
ployment rate averaged 4.2 percent in 1999,
compared with ahigh point of 7.5 percent in
1992. The unemployment rate was 3.9 percent
during three months in 2000, the lowest rate
since 1969. Employment would have in-
creased to a greater extent if there were avail-
able workers.
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The labor markets are softening somewhat as
2000 drawsto aclose. Initial jobless claims
are on an upward path and continuing claims
for unemployment insurance are at a one-year
high. These are clear indications that the pace
of hiring is slowing and those who are unem-
ployed are taking longer to find jobs. How-
ever, the levels of initial and continuing claims
are well below those of the last recession in
1991, when the labor force was 14.5 million
persons lower than in 2000.

“Initial jobless claims are on an upward path
and continuing claims for unemployment
insurance are at a one-year high.”

Many dot-com companies have either folded
or cut back staffing levels significantly. Busi-
nesses that are linked to the dot-com industry
are seeing associated weakness and are a'so
slowing their hiring plans. The automabile in-
dustry laid off 50,000 workers in recent
months because of inventory buildups. The
slowing housing industry caused the lumber
industry to cut back employment levels by ap-
proximately 20,000.

The robust employment gains of the past
five years will slow and will more closely
mirror those of the early 1990s. After a2.1
percent increase in 2000, employment will
increase by 1.1 percent in 2001 and 1.2
percent in 2002. Employment gains will
surgeto 1.9 percent in 2003.

The unemployment rate will average 4.0
percent in 2000, before increasing to 4.4
percent and 4.6 percent in the following
two years. The stronger employment gains
in 2003 will bring the unemployment rate
back down to 4.2 percent in 2003.

Personal Income

Personal income will increase by 6.4 per-
cent in 2000, the second highest growth
rate since the current economic expansion
began. Personal income will grow at more
modest rates during the soft landing of the
next two years, increasing 5.8 percent in
2001 and 5.6 percent in 2002, before
reaching 6.3 percent in 2003.

Consumer spending will increase 5.3 per-
cent in 2000. Declining consumer confi-
dence and the general economic slowdown
will reduce consumer spending growth to
4.0 percent in 2001. Spending will re-
bound to 4.7 percent and 4.8 percent in
2002 and 20083, respectively, before drop-
ping to 3.7 percent growth in 2004.

The saving rate averaged 5.9 percent during
the 1990s, but steadily deteriorated as the dec-
ade cameto aclose. The saving rate will aver-
age 0 percent in 2000 and will remain below
one percent during the forecast period. It
should be noted that the official definition of
the saving rate understates the real situation.
Stock, mutual fund, and 401k portfolios have
become an increasing part of household wealth
and, to some extent, have replaced older, tradi-
tional savings vehicles. However, the gainsin
these portfolios are not included in personal
income. Most households with stock portfo-
lios treat them as capital gains, however.

Inflation

National inflation has been at or below 3.0
percent since 1991, when it averaged 4.2 per-
cent. 1991 marked the end of afive-year pe-
riod when inflation averaged 4.4 percent. By
contrast, inflation averaged a mere 2.5 percent
since 1991. There will be atemporary halt to
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the good news in 2000, however, as inflation
will average 3.4 percent thisyear. Energy
prices are leading the surge thisyear. Oil
prices have tripled since early 1999 and natu-
ral gas prices have more than doubled. How-
ever, core inflation, which excludes the vola-
tile energy and food sectors, will increase only
2.4 percent in 2000, compared with a 2.1 per-
cent increase in 1999.

Energy prices are expected to moderate in
2001, thus contributing to a 2.3 percent in-
crease in consumer prices next year. Infla-
tion will slow further to 1.8 percent in
2002 before the expected pickup in eco-
nomic activity boosts prices by 2.0 percent
in 2003.

Risk Factors for the Economy

Declines in the stock market and higher en-
ergy prices have contributed to a slowdown in
the economy thus far, but have not pushed the
economy into arecession. However, a con-
tinuation of trends for these two factors could
slow the economy even further as inflation and
uncertainty would hurt both consumer spend-
ing and business investment.

A falling stock market would significantly
dent the boom in venture capital in the “New
Economy’s’ tech companies, causing dropoffs
in business investment in software, computers,
and communications equipment. Consumer
spending by high income households would
dow. Foreign investment in the U.S,, which
has helped fuel the expansion, would decline.
Rising oil prices would affect consumer and
business spending. Foreign economies, which
are typically more dependent on energy as a
percentage of their national output, would be
hurt worse than the U.S. and would signifi-
cantly cut back their purchases of our goods
and services. Businesses have thus far been

relatively restrained in raising prices because
of the higher costs of energy. However, these
restraints might be lifted if energy prices con-
tinue to increase. The Fed might further in-
crease interest rates in response to a generd
rise in prices, thus contributing to the end of
the longest economic expansion in history.
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Colorado Economy

Colorado’ s buoyant economy isfinally begin-
ning to show signs of weakening as 2000
comesto aclose. Colorado’s slowdown is pri-
marily being driven by a slowing national
economy. Constraints on the local labor mar-
ket, concerns about the stock market, and fal-
ling consumer confidence have led to the be-
ginning of a slowdown as we approach the
new millennium. While we don’t anticipate
that the economy will significantly falter over
the next few years, we do expect growth to
slow from the robust levels reached during the
1990s. One positive for the current slowdown
isthe leeway that appears to be available for
the Federal Reserve Board to act on the econ-
omy’s behalf, if necessary. Inflation hasre-
mained moderate at both the state and national
levels despite the booming economy, and as
long asit remains relatively low during the
slowdown, the Federal Reserve should be able
to keep the national economy out of trouble if
the need arises.

“Constraints on the local labor market,
concerns about the stock market,
and falling consumer confidence have
led to the beginning of a slowdown as we
approach the new millennium.

The advanced-technology sector, which has
been one of the drivers of growth for severd
years, is feeling the pain of tight labor mar-
kets, which have caused an undersupply of
skilled workers and higher costs. Also, dra
matic decreases in many high-tech stocks and
the overall declinesin the NASDAQ stock
market have made it more difficult for these
companies to obtain capital. While the sector
is feeling some pinches and will not drive
growth next year to the levels of recent years,

it continues to be a positive factor in the econ-
omy and will help prevent the economy from
stalling too precipitoudly.

The construction sector will also find it diffi-
cult to maintain the haughty pace it has set
during the last decade. With the completion of
two major regional malls in the metro-Denver
area during the last four years, the retail con-
struction sector may be set for a dight contrac-
tion. In addition, the residential sector will
dow as the economy skips a beat and consum-
ers grow more cautious. The slowdown fol-
lows many years of strong construction, espe-
cialy in the apartment market, which has
added significant stock in the past few years.
Construction levels will remain relatively high,
even without the growth that has been experi-
enced over the last several years.

The following paragraphs outline our eco-
nomic forecast for Colorado. A general slow-
down in the national economy will spill over
into Colorado unless the Federal Reserve takes
action to boost the economy. Since Colo-
rado’s economy isin a stronger position than
the nation as a whole, the state has a very good
chance of experiencing a soft landing over the
next year or two before resuming a solid
growth path. Table 14 displays the Legidative
Council Staff forecast for the Colorado econ-
omy:

Colorado’ stight labor market will lead to
population growth of 2.3 percent in 2000,
eclipsing 1999's 2.2 percent growth rate.
Population growth will slow thereafter,
however, mirroring the slowdown in the
local economy. We anticipate population
growth rates of 2.0 percent in 2001, 1.9
percent in 2002, and 1.8 percent in 2003.

Prepared by Legislative Council Staff

December 2000



49

Nonagricultural employment will slow to
3.4 percent in 2000 and 2.8 percent in 2001
after growing 3.7 percent in 1999. Em-
ployment growth during the forecast pe-
riod will be significantly slower than that
of the last several years. Accordingly, the
unemployment rate will bottom out at 2.7
percent in 2000 before increasing to 3.1
percent in 2001 and 3.4 percent in 2002.

Personal income growth will remain
strong through 2001, primarily due to the
tight labor market. Despite the softening
in the economy, the tight labor market will
allow wages to continue to grow in the
short term. Wage and salary income will
increase 9.2 percent in 2000 and 8.2 per-
cent in 2001, before slowing to the 7.0 to
7.5 percent range for the remainder of the
forecast period. This growth will spur to-
tal personal income growth of 8.6 percent
in 2000 and 7.7 percent in 2001.

Consumers, who have played abig rolein
the economic expansion, will finish the
century with a bang before cutting back on
their spending in 2001. Retail trade sales
will jJump 10.6 percent in 2000, after grow-
ing 8.5 percent in 1999 and 6.6 percent in
1998. While the growth in retail saleswill
fall to 7.6 percent in 2001, it will still pro-
vide support in the changing economic
times.

Rapidly increasing energy prices will lead
to a 3.7 percent inflation rate for Colorado
in 2000. Thiswill represent the fastest
growth in pricesin the state since 1995.
We expect that energy prices will moderate
in 2001, however, bringing inflation back
down to 3.1 percent that year. Inflation
will range between 2.9 percent and 3.3 per-
cent for the rest of the forecast horizon.
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ADULT PRISON PROJECTIONS

- Thetotal Department of Corrections
(DOC) population is projected to increase
49.8 percent — from 15,999 inmates on
June 30, 2000, to 23,966 inmates on June
30, 2006. This corresponds to an average
annual growth rate of 7.0 percent. Over
this time frame, the male population will
increase from 14,733 to 22,098 inmates, a
50.0 percent increase and an average
growth rate of 7.0 percent per year. The
female population will increase from 1,266
inmates to 1,868 inmates, a 47.6 percent
increase and an average growth rate of 6.7
percent per year.

By June 30, 2006, the projected shortfall
in beds for male inmatesis 1,288 beds,
while there is a projected surplus for

\\ female inmates of 214 beds. These figures

~

incorporate facilities from the DOC Bed
Implementation Plan as of September
2000. Several projects have been
planned but have not yet been funded or
approved by the General Assembly.

The total parole population — including
out-of-state and absconding parolees —
is expected to increase from 5,222
parolees on June 30, 2000, to 6,487
parolees on June 30, 2006, a 31.1 percent
growth rate and an average growth rate of
4.6 percent per year.

The Youthful Offender System (YOS)
population is projected to increase 2.1
percent during the forecast period, from

290 inmates on June 30, 2000, to 296
inmates on June 30, 2006. /
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This section of the forecast provides: the fore-
cast figures and alegidative overview; the
prison forecast organized by admission type
and gender; forecasted admissions to prison;
factorsin prison commitments; the estimated
length of stay in prison; parole as a factor in-
fluencing the prison population; and separate
projections for the Y outhful Offender System.

Adult Prison Projection Overview

The following sections discuss legidative im-
pacts on the prison population and provide a
summary of the projected prison population.

Legislative Impact upon the Prison Popula-
tion. Table 15 illustrates the historical and
projected prison population and growth. The
strong growth between FY 1984-85 and FY
1989-90 is due to House Bill 85-1320, which
doubled the maximum of the presumptive sen-
tencing range for al felony classes. This ef-
fectively expanded the sentence length of stay
for new commitments, from an average of 20
months to amost 60 months. Of all legidation
passed by the General Assembly, House Bill
85-1320 had the most significant impact upon
the prison population.

In the next few years, modifications made to
the criminal code by the General Assembly
mitigated the effects of House Bill 85-1320.
Senate Bill 88-148 lowered the sentencing
range for violent crimes and Senate Bill 89-
246 created a new class 6 felony with a pre-
sumptive sentencing range of one to two years
in prison. Asaresult, Senate Bill 89-246
changed several class 5 crimesto class 6
crimes and some class 4 feloniesto class 5
felonies.

The most dramatic legislation curbing popula-
tion growth was House Bill 90-1327. This bill
provided for early parole — at the discretion
of the parole board — of inmates convicted of
nonviolent crimes that served at |least 50 per-

cent of their sentence (those committing vio-
lent crimes could be paroled after serving at
least 75 percent of their sentence). House Bill
90-1327 aso doubled the amount of earned
time inmates could accrue while serving their
sentence (from five days to ten days per
month), reducing their governing sentence as
well asthetime to their earliest parole eligibil-
ity. After the passage of House Bill 90-1327,
the prison population growth decreased sig-
nificantly, averaging 6.4 percent in the next
three fiscal years (FY 1990-91 to FY 1992-
93). During thefirst five years after passage
of House Bill 85-1320, the DOC population
increased at an annual average rate of 16.1
percent.

In the 1993 legidlative session, the General As-
sembly passed House Bill 93-1302, restructur-
ing the criminal penalty presumptive ranges to
shorten the maximum sentence, except for cer-
tain crimes that present “an extraordinary risk
of harm to society.” House Bill 93-1302 also
provided for a mandatory period of parole for
al inmates sentenced after July 1, 1993.

Prison Forecast and Recent Trends. Between
FY 1999-00 and FY 2005-06, the prison popu-
lation will increase by an annual average rate
of 7.0 percent, a slower rate relative to the past
six-year period. Prison population growth is
expected to slow because admissions are ex-
pected to grow slower than had been previ-
ously projected. Overall admissions
(including supervision returns) grew an esti-
mated 2.9 percent in FY 1999-00, compared
with 6.6 percent growth in FY 1998-99 and 7.4
percent growth in FY 1997-98. However, re-
cent estimates reveal that releases (including
releases to parole and sentence discharges)
also decreased in FY 1999-00, meaning more
inmates remained incarcerated. Releases from
prison increased an estimated 0.2 percent in
FY 1999-00, compared with 8.5 percent
growth in FY 1998-99 and 7.9 percent growth
in FY 1997-98.
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Table 15
Historical and Forecasted DOC Population at Fiscal Year End

Fiscal Y Male Percentage Female Percentage DOC Percentage

e Populatiomn Change Population Change Populatiomn Change
FY 1984-85 NA NA 3,637
FY 1985-86 NA NA 4,088 12.4%
FY 1986-87 NA NA 4,746 16.1%
FY 1987-88 NA NA 5,756 21.3%
FY 1988-89 6,579 392 6,971 21.1%
FY 1989-90 7,215 9.7% 451 15.1% 7,666 10.0%
FY 1990-91 7,598 5.3% 445 -1.3% 8,043 4.9%
FY 1991-92 8,269 8.8% 505 13.5% 8,774 9.1%
FY 1992-93 8,712 5.4% 530 5.0% 9,242 5.3%
FY 1993-94 9,382 7.7% 623 17.5% 10,005 8.3%
FY 1994-95 10,000 6.6% 669 7.4% 10,669 6.6%
FY 1995-96 10,808 8.1% 769 14.9% 11,577 8.5%
FY 1996-97 11,681 8.1% 909 18.2% 12,590 8.8%
FY 1997-98 12,647 8.3% 1,016 11.8% 13,663 8.5%
FY 1998-99 13,547 7.1% 1,179 16.0% 14,726 7.8%
FY 1999-00 14,733 8.8% 1,266 7.4% 15,999 8.6%

6 year average growth rate

(FY1993-94 to FY 1999-00) 7.8% 12.5% 8.1%

Forecast

FY 2000-01 15,775 7.1% 1,350 6.6% 17,125 7.0%
FY 2001-02 16,915 7.2% 1,432 6.1% 18,347 7.1%
FY 2002-03 18,121 7.1% 1,543 7.8% 19,664 7.2%
FY 2003-04 19,388 7.0% 1,661 7.6% 21,049 7.0%
FY 2004-05 20,709 6.8% 1,763 6.1% 22,472 6.8%
FY 2005-06 22,098 6.7% 1,868 6.0% 23,966 6.6%

6 year average growth rate

(FY1999-00 to FY 2005-06) 7.0% 6.7% 7.0%

Projections by Gender and Admission
Type and the Projected Bed Shortfall

This section discusses the population projec-
tions by gender, the comparison of Colorado’s
prison growth to national trends of incarcera
tion by gender, the growth of parole revoca-
tions as aresult of an increasing population,
and the projected prison bed shortfall over the
next six years.

Jurisdictional Population by Gender. Be-
tween June 1994 and June 2000, the male
prison population grew at an average rate of
7.8 percent per year. During that same six-
year period, the female population grew at an
average rate of 12.5 percent per year. We ex-
pect that the male population will increase
from 14,733 inmates in June 2000 to 22,098
inmates by the end of June 2006, an annual av-
erage increase of 7.0 percent. We predict that
the female population will grow from 1,266 in

June 2000 to 1,868 by June 2006, an annual
average increase of 6.7 percent. One reason
behind the slowing growth rate for the female
population, relative to the past six years, is that
the level of criminal filings and convictions
has slowed relative to the past. Between FY
1993-94 and FY 1999-00, female convictions
rose 73.9 percent. Inthe next six years, we
project female convictions will increase 37.0
percent.

National Trends of Incarceration by Gender.
The Colorado prison population increased at a
faster rate than the rest of the country from
December 1994 to December 1999. The De-
partment of Justice Bureau of Justice Statistics
(BJS) reported that male incarceration in al
state and federal prisons increased at an aver-
age rate of 5.2 percent per year, while Colo-
rado male incarceration increased at an annual
average rate of 7.2 percent over that five-year
period. Femalesin Colorado prisons aso in-
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creased at afaster rate than the rest of the
country. The Department of Justice BJS re-
ported that over the last five calendar years,
the number of female prisoners rose by an av-
erage of 7.1 percent per year nationwide com-
pared with 12.3 percent in Colorado. Al-
though most of the nation’s growth in the past
five years was attributable to western states,
incarceration in Colorado increased at an aver-
age rate of 7.9 percent between 1994 to 1999.
Meanwhile, incarcerations in the southwestern
states of Arizona, Nevada, New Mexico, Utah,
and Colorado grew at an average rate of 6.9
percent over that five-year period.

Inmate Population by Admission Type. As
the prison population and inmate releases in-
crease, parole revocations also increase as a
result of alarger parole population, particu-
larly since the implementation of mandatory
parole pursuant to House Bill 93-1302. Graph
3 below illustrates the growth of admissions,
supervision technical returns as a share of ad-
missions, and releases. Supervision technical
returns (including parole and probation revo-
cations) have increased between 22.4 percent

and 28.7 percent in the last three fiscal years
compared with increases ranging from 5.9 per-
cent to 12.4 percent between FY 1994-95 and
FY 1996-97. We expect to see an increasing
trend in the number of inmates returning to
prison for technical returns and for new crimes
committed while under supervision. Thiswill
increase the overall prison population despite
the fact that the average length of stay for re-
turnsto prison, particularly technical returns,
is much lower than the average length of stay
for new commitments. Between June 2000 to
June 2006, we expect the number of prisoners
with technical returns to increase from 2,289
to 3,487, an average increase of 7.3 percent
per year. For parole violators with new
crimes, we forecast a similar trend, though not
assignificant. Supervision returns with new
crimes will increase from 1,518 in June 2000
to 2,221 in June 2006, an average annua in-
crease of 6.5 percent.

Projected Prison Bed Surplus/(Shortfall) by
Gender. Table 16 illustrates the Legidlative
Council Staff prison population projections by
gender and admission type and the projected

Graph 3: New Court Commitments, Supervision Technical Returns, and Releases
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prison bed shortfall by gender. The projected
shortfall is based on the DOC's Bed Imple-
mentation Plan (FY 2000-01 to FY 2005-06).
This includes facilities that have been planned
but have not yet been approved for funding by
the General Assembly. Thelast columnsin
Table 16 present the projected surplus or
shortfal in prison beds by gender throughout
the forecast period. This estimate includes the
funded DOC prison expansions (Denver
Women's Correctional Facility — 436 bedsin
2001, and Trinidad — 480 beds in 2001), sev-
era unfunded expansions (Fort Lyon — 500
bedsin 2001, Denver Reception and Diagnos-
tic Center — 100 beds in 2002, San Carlos —
250 beds in 2003, Arkansas Valley — 382
beds in 2003, and 764 beds additional between
FY 2004-05 and FY 2005-06), and increased
capacity at private prison facilities (an esti-
mated 2,740 beds between FY 2000-01 and
FY 2005-06). This bed estimate adjusts popu-
lation to reflect 3.5 percent of the inmate
population as off-grounds or moving between
facilities and a 10 percent share of inmate

population in community corrections place-
ments.

With the current DOC facility construction
plan assumed to be approved, funded, and
built, there will be a male prison bed shortage
of 1,288 beds by June 2006. This shortage
represents 5.4 percent of the male population.
Meanwhile, with the build-out of the Denver
Women's Correctiona Facility in FY 2000-01,
there will be afemale prison bed surplus of
214 by June, 2006.

Prison Admissions

Table 17 illustrates the projected growth for
prison admissions for new crime commit-
ments, the largest group of overall prison ad-
missions. In FY 1999-00, new crime commit-
ments accounted for 66.1 percent of all admis-
sions. The admissions forecasts were lowered
from the December 1999 projection dueto a
recent trend of slowing admissions. Thisis

Table 17
Admissions from Court Commitments by Gender
Fiscal Year Ending I\/_Iale_: Annual Fe_ma_le Annual T_ota_l Annual
Admissions Growth Admissions | Growth | Admissions Growth
June 1997 3,870 418 4,288
June 1998 3,939 1.8% 457 9.3% 4,396 2.5%
June 1999 3,860 -2.0% 475 3.9% 4,335 -1.4%
June 2000* 3,753 -2.8% 424 -10.7% 4,177 -3.6%
FORECAST

June 2001 3,946 5.1% 450 6.1% 4,396 5.2%
June 2002 4,093 3.7% 471 4.7% 4,564 3.8%
June 2003 4,238 3.5% 493 4.7% 4,731 3.7%
June 2004 4,381 3.4% 525 6.5% 4,906 3.7%
June 2005 4,519 3.2% 552 5.1% 5,071 3.4%
June 2006 4,653 3.0% 576 4.3% 5,229 3.1%
S ersge ot e
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due in part to a healthy economy and strong
wage growth. The number of people con-
victed and admitted to prison is influenced by
arrests and crime trends, but also by the discre-
tion of district attorneys and judges. While the
decreasing level of arrests has pulled down the
number of felony filings, convictions remained
flat over the last two years, suggesting that
fewer arrests have not led to fewer felony con-
victions.

Over the forecast period, original crime com-
mitments are expected to grow at an average
annual rate of 3.8 percent, down from the 5.5
percent growth rate that was forecast in the
December 1999 prison projection. Female ad-
missions are expected to increase at afaster
rate than male admissions over the six-year pe-
riod. We expect female admissions to increase
at an average annual rate of 5.2 percent, while
male admissions are expected to increase at an
average annual rate of 3.6 percent. The ration-
ale behind a greater growth rate for females
than for malesisrelated to the current increas-
ing trend in female incarceration admissions.
An increasing number of women are being ar-
rested and incarcerated for drug crimes, theft,
and forgery. In FY 1999-00, however, there
was a 10.7 percent drop in the number of fe-
male admissions. For this reason, the forecast
for female admissions was reduced from last
year's 6.7 percent annual average growth rate
to a 5.2 percent growth rate. Male admissions
also decreased for the second straight year.

For this reason, the male admissions forecast
was lowered from the 5.4 percent annual aver-
age growth rate in the December 1999 forecast
to a 3.6 percent annual average.

Factors in Prison Commitments

Males and females were further broken down
into admissions by felony class and projected
independently using several methodol ogies.
There were several explanatory variables con-

sidered in modeling prison admissions. Most
of these factors can be classified into three
groups. state economic variables, state popu-
lation variables, and state justice and public
safety variables. Although there is some ex-
pected correlation between these variable
types (e.g., it islikely that economic growth
affects population growth and population
growth affects public safety spending), the ad-
missions model avoided using strongly corre-
lated variables. The following paragraphs de-
scribe some of the factors that have influenced
prison commitments.

Population. All other things being equal, a
larger population resultsin a greater total num-
ber of criminal offenses, arrests, criminal fel-
ony filings, and prison commitments. Colo-
rado's population grew at an estimated 2.5 per-
cent annual average growth rate between June
1992 and June 1999. Over this same period,
the average annual rate of growth in the prison
population was 7.7 percent. As Colorado’s
population is projected to continue to grow, we
expect thisto contribute to an increase in the
total number of new admissions to prison.
State population growth is projected to taper
off during the forecast period. Slower popula-
tion growth is one reason for the decline of
prison population growth in rates expected
during the last few years of the forecast period.

Reported Crime Rates. The Colorado Bureau
of Investigation’s (CBI) crime index, based
upon reported incidents, has decreased for sev-
era years. Because offenses are correlated to
prison commitments, this suggests that prison
commitments should be decreasing. However,
one should note that the CBI’ s crime index
measures a minority of the crimes committed
in the state, primarily violent crimes (murder,
rape, robbery, burglary, and auto theft). One
of the strongest growth categories for Colo-
rado prison admissions, drug crimes, is ex-
cluded from CBI's crime index. Moreover,
thereis alag period between slowing crime
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rates and slowing admissions. It may take
over three years for an offense to lead to incar-
ceration. For this reason, the forecast focused
on variables that were more proximate to ad-
mission to prison, such as filings and convic-
tions.

Felony Filings and Felony Convictions. Two
important factors affecting prison admissions
are felony filings and convictions. These vari-
ables are further along the criminal justice
time frame than offenses and arrests and more
accurately reflect those defendants that may be
sentenced to prison. Felony filings increased
10.6 percent in FY 1996-97 and 14.6 percent
in FY 1997-98. However, total felony filings
decreased 3.3 percent in FY 1998-99 and an
estimated 2.1 percent in FY 1999-00. Typi-
cally, arisein felony filings increases prison
admissions with a six- to twelve-month lag for
court proceedings (arraignments, trials, dispo-
sitions, sentence hearings). In the past, an in-
crease in felony filings has led to increasesin
felony convictions and prison commitments.
Over the past two fiscal years, FY 1998-99
and FY 1999-00, convictions have remained
relatively flat while filings decreased, suggest-

ing an increase in the rate of convictions rela
tive to filings.

Mandatory Parole. House Bill 93-1302 cre-
ated mandatory parole with longer parole
terms for al inmates that committed offenses
after June 30, 1993. With alarger parole
population and increased lengths of stay on pa-
role, we expect an increase in the number of
admissions for new crimes and technical viola-
tions committed while under supervision.

Releases And Length of Stay

Average length of stay is critical to the prison
population forecast because this variable is re-
sponsible for determining the release of exist-
ing prisoners based on prisoner characteristics
such as gender, felony class, and crime type.
Table 18 illustrates the December 1999 and
December 2000 forecast for the average length
of stay for new admissions by felony class and
by gender. The projected average length of
stay increased due to two reasons: a continued
trend of fewer releases and a change in the
methodology used to estimate length of stay.

Table 18
Average Length of Stay in Months for New Admissions by Gender and Class

December 1999 Forecast December 2000 Forecast

Felony Class Females Males Both Females Males Both

Class 1 LIFE LIFE LIFE LIFE LIFE LIFE
Class 2 204.5 240.8 237.0 204.5 240.8 237.0
Class 3 43.3 62.8 60.9 59.6 73.8 72.8
Class 4 26.0 31.7 31.0 31.9 42.0 41.0
Class 5 144 17.3 17.0 24.6 26.3 26.1
Class 6 8.1 8.5 8.5 9.7 114 11.3
Overall Average 29.6 36.8 36.1 38.3 50.0 49.0
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ADULT PAROLE POPULATION
PROJECTIONS

The parole population projection is presented
in Table 19, which displays the parole popul a-
tion supervised in Colorado, the estimated pa-
role population served out-of-state, and parole
absconders — parolees who have not reported
and are considered missing. Our forecast calls
for a 30.7 percent increase in the number of
parolees supervised in Colorado throughout
the forecast period — from 3,685 parolees on
June 30, 2000, to 4,815 parolees on June 30,
2006. The number of total parolees will in-
crease 31.1 percent over the forecast period,
from 5,222 parolees on June 30, 2000, to 6,847
parolees on June 30, 2006.

The following sections discuss three factors
that affect the parole population: changesin
the parole board’ s discretionary releases to pa-
role, the implementation of mandatory parole,
and prison capacity.

Changes in Discretionary Releases to Parole.
The parole board decides whether to grant in-
mates early release to parole (before sentence
discharge date) or whether to revoke parole.
These decisions can increase or decrease the
size of the parole population and have an op-
posite effect on the size of the prison popula-
tion. In FY 1999-00, the parole board released
23.4 percent of those who appeared before the
board for release decisions. This compares
with a30.9 percent release rate in FY 1998-99
and a 29.5 percent release rate in FY 1997-98.
Based on this information, the December 2000
adult parole forecast was adjusted downward
to reflect fewer releases to parole. Likewise,
the December 2000 adult prison population
was adjusted upward to reflect more inmates
being denied parole.

Graph 4 shows a three-month moving average
of discretionary releases (i.e. releases to parole
that are at the discretion of the parole board).

Table 19
Legislative Council Staff December 2000 Parole Population Projection
Fiscal Year SEare?l/eigz d Annual SEare?l/eigz d Parole Total Annual
Ending S Growth p Absconders Parolees Growth
in Colorado out-of-state
June 1998 3,219 1,200 233 4,652
June 1999 3,722 15.6% 1,268 301 5,291 13.7%
June 2000 3,685 -1.0% 1,247 290 5,222 -1.3%
Forecast Period
June 2001 3,915 7.9% 1,318 303 5,536 6.0%
June 2002 4,095 7.7% 1,386 317 5,798 4.7%
June 2003 4,275 7.3% 1,454 331 6,060 4.5%
June 2004 4,455 6.9% 1,522 345 6,322 4.3%
June 2005 4,635 6.5% 1,590 360 6,585 4.2%
June 2006 4,815 3.9% 1,657 375 6,847 4.0%
6 year average growth rate o o
(FY1999-00 to FY 2005-06) 4.6% 3.8%
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While the average number of discretionary re-
|eases hovered between 200 and 275 per
month before June 1999, the number of discre-
tionary releases have averaged around 180 per
month since June 1999. Although more in-
mates are being released on mandatory parole
after completing their prison sentences, total
releases to parole have been pulled down due
to fewer discretionary releases.

Mandatory Parole. A significant reason for
the growth in the long-term projected parole
population is the implementation of mandatory
parole. House Bill 93-1302 created mandatory
parole for al inmates released from prison
who committed a crime on or after July 1,
1993. Prior to mandatory parole, a significant
percentage of the inmate population dis-
charged their sentence without serving parole.
Now, with mandatory parole, each inmate re-
leased from prison who committed a crime af -

ter July 1, 1993, isreleased to parole with a
determinate length of stay. In FY 1999-00,
33.0 percent of total prison releases were to
mandatory parole, compared with 24.9 percent
in FY 1998-99, 19.2 percent in FY 1997-98,
and 13.2 percent in FY 1996-97. This share of
releases is expected to continue increasing
throughout the forecast period. Mandatory pa-
role affects all new commitments after FY
1992-93 and increases the number of parolees
and their lengths of stay on parole. We are
now just beginning to encounter the effects of
mandatory parole. Table 20 illustrates some
trends in the parole population, due in part to
the impact of mandatory parole.

The mandatory length of stay on parole varies
by felony class. For class 6 felons, the sen-
tence length on parole is one year. The parole
length istwo years for class 5 felons, three
years for class 4 felons, and five years for class

Graph 4: Trends in Discretionary and Mandatory Parole
(three-month moving average)
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Table 20
Mandatory Parole Trends and the Effects upon Parole
Length of Stay and Population

FY 1996-97 FY 1997-98 | FY 1998-99 [ FY 1999-00
Parolees Released on Mandatory Parole 623 962 1,363 1823
Annual Percentage Growth 54.4% 41.9% 33.7%
Percent of Releases thatw ere to Mandatory Parole 13.2% 19.2% 24.9% 33.0%
Estimated Parole Length of Stay 11.1 months 11.8 months | 13.1 months | 13.8 months
Total Parole Population at Fiscal Year End 3,850 4,652 5,291 5,222

2 and 3 felons. With the longer expected pa-
role period, there is more of a chance for pa-
roleto berevoked. Thiswill decrease the pa-
role population and the average length of stay
on parole, but will increase the prison popula-
tion and the average length of stay in prison.
House Bill 95-1087 dlightly offset the effects
of mandatory parole by granting earned time
while on parole to some nonviolent offenders.
House Bill 95-1087 reduced the length of stay
on parole for nonviolent offenders by an esti-
mated 20 percent and by eight percent for the
entire parole population.

Prison Capacity. The parole board is able to
extend their discretion to release or retain pris-
onersif there is available prison capacity.
Large increases in prison capacity are gener-
aly followed by increases in prison commit-
ments as well as decreases in releases. With
the increased use of jail contracts and private
prison contracts, DOC has been ableto use a
“safety net” when state prisons approach ca-
pacity. Colorado will significantly increase its
prison capacity throughout the forecast period.
Asof July 1, 2000, DOC had an estimated
available bed capacity of 16,400 including jail
contracts, backlog, off-grounds population,
community corrections, and 1,693 private
prison beds. Based upon the current DOC Bed
Implementation Plan (FY 2000-02 to FY
2005-06), approximately 5,900 new beds will
be added by FY 2005-06, including 2,740 pri-
vate beds. This plan will increase DOC capac-
ity by 36 percent.

YOUTHFUL OFFENDER SYSTEM
POPULATION PROJECTIONS

The Y outhful Offender System (Y OS) was
created within the DOC during the 1993 spe-
cial session in response to increased juvenile
criminal activity. The program was originally
planned to end on June 30, 1999. Senate Bill
99-131 extended the sunset provision to June
30, 2004. The Y OS serves youths convicted
of:

* Class 2 felonies which are not the result of
a plea agreement where a class 1 felony
was charged;

* Defined crimes of violence pursuant to
Section 16-11-309, C.R.S. including
crimes against an at-risk adult or at-risk ju-
venile, first or second degree assault, kid-
napping aggravated robbery, first degree
arson, first degree burglary, escape, and
criminal extortion;

* Felonies involving the use or possession
and threatened use of a deadly weapon; or,

* Vehicular homicide, vehicular assault, or
arson.

These juveniles are sentenced as adults to the
DOC after which their sentences are sus-
pended while they complete the Y OS program.
If ayouth does not successfully complete the
Y OS program, the youth may be remanded to
adult prison. In FY 1999-00, there were 21
terminations or failures from the Y OS pro-
gram, compared to 24 terminations or failures
in FY 1998-99.
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In FY 1990-00, there were 99 admissions and
101 releases (including failures). In FY 1998-
99, there were 86 admissions and 92 releases.
As can be seen by this trend, releases have out-
paced admissions, thereby decreasing Y OS
population. Through the forecast period, how-
ever, we anticipate that population will in-
crease dightly, as new admissions will dlightly
outpace releases.

The admission and population forecast for
YOSisshownin Table 21. We project that
the Y OS population will grow from FY 1999-
00 to FY 2005-06, from 290 to 296 youths, at
an average rate of 0.3 percent per year. Inthe
first year of the forecast, we expect releases to
continue along the current trend and outpace
admissions, causing the Y OS population to de-
crease to 281 by the end of FY 2000-01. After
that time, we expect Y OS admissions and
population to grow slowly throughout the fore-
cast period. We do not expect population to
exceed the 480-bed capacity at the Y OS facil-
ity in Pueblo.

Table 21
Projected YOS Population by Fiscal Year
Fiscal Year Ending Total Population Eﬁfﬁgg

June 1996 220

June 1997 276 25.5%
June 1998 298 8.0%
June 1999 292 -2.0%
June 2000 290 -0.7%

Forecast Period

June 2001 281 -3.1%
June 2002 282 0.4%
June 2003 284 0.7%
June 2004 288 1.4%
June 2005 292 1.4%
June 2006 296 1.4%
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Juvenile Corrections Population

/- We project that the average daily in FY 2005-06, an average annual rate of \

population of all youths under the 2.2 percent.
supervision of the Division of Youth
Corrections (DY C) will increase from - Using the current DY C Long Range Bed
1,787.8in FY 1999-00 to 2,228.8in FY Plan, there will be acommitment bed
2005-06, an increase of 24.7 percent. shortfall of 67.9 bedsin FY 2005-06.

There will be a projected detention bed
The average daily commitment surplus of 59.8 in FY 2005-06.

population will increase at an average

annual rate of 4.4 percent, from 1,216.7 to » Theaverage daily parole population will
1,577.2, during the forecast period. The nearly double from 601.4 in FY 1999-00
average daily detention population will t0 1,197.9 in FY 2005-06.

increase from 571.1 in FY 1999-00 to 651.6

. J
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This section presents the December 2000 L eg-
islative Council Staff projections for youth
corrections in Colorado. The first part pro-
vides an overview of juvenile offender sen-
tence placements and recent trends in the juve-
nile offender population. The second part dis-
cusses the influences that affect the juvenile
offender population, followed by projections
for the detention, commitment, and parole
populations. The incarcerated population pro-
jections are also compared with the projected
number of available beds.

There are severa placements available for ju-
venile offenders. The mgor distinction among
the options is whether the youth istried as an
adult through the Department of Corrections
(DOC) or whether the youth istried as ajuve-
nile through the Department of Human Ser-
vices, Division of Y outh Corrections (DY C).
For juveniles placed in the custody of the

DY C, there are two placement alternatives:
commitment or detention. Juveniles may also
be diverted to community-based alternatives to
detention or commitment. These are referred
to as Senate Bill 91-94 programs. In order to
avoid a detention placement, juveniles may
also be sentenced to the Regimented Inmate
Training Program for no more than 60 days.
However, this program will end on July 1,
2001.

Our projections of future DY C populations are
based on current law, including the estimated
impacts of legislation passed during the Gen-
eral Assembly’s 2000 regular session. The
projections do not include juveniles serving in
community programs established by Senate
Bill 91-94, but do take into account the diver-
sionary effect of those programs on the num-
ber of incarcerated youths. For those juvenile
offenders convicted as adults, please refer to
the adult prison forecast in the section on the
Y outhful Offender System.

Division of Youth Corrections Sentenc-
ing Options and Population Overview

The DY C divides the state geographically into
five management regions: Southern, Western,
Denver, Central, and Northeast. When juve-
niles are arrested or sentenced to detention,
they are generally placed in afacility in the
same region in which the offense occurred.
Because of capacity constraints, committed
youths are sometimes placed in facilities |o-
cated outside the region in which the offense
occurred.

Commitment. The commitment population
consists of juveniles who have been adjudi-
cated for a crime and committed to the DY C.
In FY 1999-00, commitment population
(including those in detention awaiting commit-
ment placement) increased 4.4 percent to an
average daily population of 1,216.7. From
July to October 2000, the daily committed
population averaged 1,276.0, a 4.9 percent in-
crease over the average FY 1999-00 figure.
The average length of stay of ajuvenile re-
leased from DY C commitment (including resi-
dentia but excluding parole time) in FY 1999-
00 was 15.5 months, a 0.6 percent decline
from the prior year.

Detention. The detention population is com-
prised of juvenilesin three legal status catego-
ries. preadjudicated, sentenced, and commit-
ted. Preadjudicated youths are youths who
have been arrested and are awaiting a court de-
cision and have not furnished bail. Sentenced
youths have received a court-imposed sentence
to a state detention facility of up to 45 days.
Committed youths are those who have been
adjudicated and committed to the custody of
the DY C by acourt. Thislatter category in-
cludes youths currently serving a commitment
sentence but awaiting court action on a new
offense or parole violation and youths sen-
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tenced to a commitment facility but waiting in
detention for a commitment bed to become
available. While these so-called “committed-
awaiting-placement” youths are housed in de-
tention facilities, they are part of the commit-
ment population and are included as such in
these projections.

In FY 1999-00, the detention population
(excluding those awaiting commitment place-
ment) averaged 571.1 youths. Thisfigureis
up 3.8 percent from the FY 1998-99 popul a-
tion of 550.4 youths. Length of stay in deten-
tion varies significantly by the lega status of
the juvenile. Youthsin detention awaiting a
commitment placement can spend a month
waiting for a placement. On the other hand,
many preadjudicated juvenilesin detention
have lengths of stay ranging from several
hoursto several days. The average length of
stay in detention facilities in FY 1999-00 was
14.3 days. Most stays, however, were shorter,
as the median length of stay was 5.6 days. The
average length of stay was skewed up by large
lengths of stay served by arelatively small
number of detainees.

Regimented Inmate Training Program
(“Boot Camp”). In 1993, the General Assem-
bly held a special session to address juvenile
violence. Several statutesin the adult criminal
code and children’s code were amended. The
80-bed Regimented Inmate Training Program
was established in order to provide an aterna-
tive to detention or commitment. Y ouths sen-
tenced to boot camp may receive a court-
imposed sentence of up to 60 days. The pro-
gram began receiving sentenced youthsin
1994. In FY 1999-00, the program had an av-
erage daily population of 77.1 offenders, up
from 68.6 offendersin FY 1998-99 and similar
to its FY 1997-98 population of 77.9 juveniles.
Average length of stay at this program has re-
mained relatively constant at around 58 days.

Legislative Impact upon DYC Commit-
ment and Detention

Severd legidative initiatives have mandated
minimum sentences, authorized aternatives to
detention and commitment, and established af-
tercare provisions. The following paragraphs
discuss the significant legislation and their im-
pacts on the DY C population.

Senate Bill 91-94: Concerning the allocation
of services for juveniles. Thishill created
community-based alternative programs to di-
vert juveniles from placement in detention or
commitment. It also required that local advi-
sory committees develop criteria for the place-
ment of juvenilesin incarceration. Thislegis-
lation has been significant in reducing deten-
tion and commitment ADP and length of stay.

House Bill 93S-1005: Regimented Juvenile
Training Program. Thisbill created the Regi-
mented Juvenile Training Program, a military-
style intensive physical discipline “boot camp”
intended to be a diversion from detention and
commitment. The program was to be repealed
by July 1, 1997. Senate Bill 97-50 extended
the authorization of the program until July 1,
2000, and Senate Bill 00-50 extended the au-
thorization of the program until July 1, 2001.
At thistime, the facility is planned for demoli-
tion to accommodate expansion of the Colo-
rado Mental Health Institute at Pueblo.

House Bill 96-1005: Concerning juvenile jus-
tice. Inabill that reorganized the juvenile
code, this legidlation increased commitment
sentence lengths for aggravated juveniles of up
to five years (excluding crimes that would
constitute an adult class one felony, for which
the maximum sentence is seven years). This
bill established sentence lengths for non-
aggravated offenses of up to two years. This
bill also authorized a mandatory minimum of
12 months on parole upon leaving residential
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programs. This legidlation has not only in-
creased the parole population, it has increased
the commitment population as more juveniles
on parole has led to more parole revocations
back to commitment.

House Bill 97-1318: Juvenile facility con-
tract. Thisbill authorized the Department of
Human Services to contract with asingle en-
tity to design, build and operate a“ campus-
style” facility that would implement alterna-
tive education and vocational training in an
academic correctional model. This became the
500-bed Ridge View commitment facility that
is scheduled to phase in capacity beginning
with 200 beds in FY 2001-02.

House Bill 99-1094: Aggravated juvenile of-
fenders. This bill mandated a minimum sen-
tence of three years for juvenile offenders ad-
judicated for committing the equivalent of an
adult class 1 or class 2 felony. The maximum
sentence remained at five years for crimes
equivalent of class 2 felonies and seven years
for crimes equivalent of class 1 felonies.

Influences on the Juvenile Offender
Population

The stronger growth in the juvenile offender
population since 1993 and its recent slowdown
are related to a combination of influences.
Demographic factors, juvenile delinquency,
economic factors, school participation, Senate
Bill 91-94 programs, and legidation passed by
the General Assembly all affect the juvenile
offender projections. These influences are dis-
cussed in this section.

Demographic factors. One important factor
that influences the juvenile offender popula-
tion is the state's juvenile population, which is
defined as youths aged 10 to 17 years old.
While the juvenile population grew at an an-
nual average rate of 2.8 percent between 1993

and 1999, it is expected to increase at half that
rate, a 1.4 percent average annual pace, during
the forecast period.

Juvenile Delinquency. Another factor influ-
encing the juvenile offender population is the
incidence of juvenile delinquency. There are
two main proxies for juvenile delinquent activ-
ity: juvenile arrests and juvenile delinquency
filings. Both of these variables decreased in
recent years. Juvenile arrestsin 1999 de-
creased 13.3 percent from the previous year
and FY 1999-00 juvenile delinquency filings
decreased 3.4 percent from the previous year.
Both of these variables decreased for the sec-
ond consecutive year. These variables contrib-
uted to the slowing growth of the DY C com-
mitment and detention populations.

Employment opportunities. Employment
plays alarge role in both the detention and
commitment population projections. We have
found that increased employment opportunities
for youths reduce delinquency, and thus re-
duce commitment to the DY C. Historically,
employment opportunities for youth increase
in times characterized by strong economic
growth and tight labor markets. As employers
find difficulty in hiring adult workers, they
tend to hire younger and less experienced
workers. There are no data on teenage em-
ployment in Colorado. There are, however,
national figures for teenage employment,
which this forecast uses as a proxy for Colo-
rado teen employment.

School participation. School dropout and
graduation rates are also strongly correlated to
juvenile delinquency. Colorado dropout rates
for grades 7 through 12 have decreased during
each of the last three school yearsin which
data are available (FY 1996-97 through FY
1998-99). Meanwhile, graduation rates have
increased over the last few years. These vari-
ables have decreased the population in the cus-
tody of DY C.
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Senate Bill 91-94 programs. The enactment
of Senate Bill 91-94 alows communities to set
up diversionary, alternative nonresidential pro-
grams to prevent youths from being incarcer-
ated (detained or committed). In FY 1997-98,
the Center for Business and Economic Fore-
casting estimated significant decreasesin the
average daily populations for both DY C deten-
tion (adecrease of 146.2 in FY 1997-98) and
commitment (a decrease of 65.8in FY 1997-
98) as aresult of these diversionary programs.
We have incorporated the average daily
caseload and admissions of these programs
into our forecasts.

Sentence enhancements influence commit-
ment. For the past few years, commitment
residential length of stay has increased due to
longer sentence lengths for committed offend-
ers. Recent sentencing changes included in-
creasing maximum sentences for non-
aggravated offenses to two years (House Bill
96-1005), increasing sentences for aggravated
offensesto up to five years (House Bill 96-
1005), and increasing minimum sentences for
juvenile offenders adjudicated for crimes that
would constitute a class 1 felony if committed
by an adult (House Bill 99-1094).

Mandatory parole influences commitment.
Another factor that distinctly influences the
commitment projections is the role played by
mandatory parole, which was created in House
Bill 96-1005. During FY 1999-00, 1,243 juve-
niles were on parole, compared with 914 in
1998-99 and 728 in 1997-98. This figure will
increase as mandatory parole is expected to
raise the parole population by FY 2005-06.
We expect mandatory parole to increase the
number of re-commitmentsto the DY C (by the
fact that more supervised juveniles will likely
lead to more parole violations and revocations
back to commitment). We also expect manda-
tory parole to have an increasing effect on
length of stay. According to the DY C, parol-
ees with arevocation tend to have lengths of

stay that are 13.3 percent longer in commit-
ment facilities than new commitments.

The detention population influences commit-
ment. Asmore juveniles are detained, particu-
larly as aresult of a court-ordered sentence (as
opposed to detention for preadjudication), this
eliminates future options if the juvenile re-
offends. That is, for juveniles who are sen-
tenced to detention, there is one fewer place-
ment option before commitment. Among ju-
veniles in commitment, the average number of
prior adjudications was 1.64 in FY 1999-00, a
10.1 percent increase from the average number
of prior adjudicationsin FY 1993-94.

State and local policy changes influence de-
tention and commitment. Policies which
change the capacity of detention facilities,
change the number of police patrolling com-
munities, change the type of juvenile that may
be held in a detention facility, or create or re-
strict judges sentencing alternatives for delin-
guent juveniles affect the detention population.
Severa policy changesin the past few years
significantly affected the detention population.
These include the creation of alternative pro-
grams, such as Senate Bill 91-94 and the Regi-
mented Juvenile Training Program, the 1995
federal court-ordered cap on the Denver
Gilliam Y outh Services Center’ s population,
juvenile handgun legislation, and the funding
and construction of new detention beds.

Division of Youth Corrections His-
torical and Projected Population

In the last 15 years, the average daily popula-
tion (ADP) of juveniles under the supervision
of the Division of Y outh Corrections (DY C)
amost tripled, from 604.5 in FY 1983-84, to
1,787.8 in FY 1999-00. During thistime, the
average daily commitment population in-
creased at an average annual rate of 6.6 per-
cent, and the average daily detention popula-
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tion increased at an average annual rate of 8.0
percent. Asfar asrecent trends, the total DYC
average daily population (ADP) increased 14.2
percent in FY 1999-00. Detention ADP rose
3.8 percent in FY 1999-00, while commitment
ADP increased 4.4 percent. Factors associated
with these increases include the growth in
commitment admissions, increased length of
stay, and growth in the juvenile population
(ages 10to 17).

The projections for the DY C commitment de-
tention populations are shown in Table 22.
We project the total DY C population to in-
crease at an average annual rate of 3.7 percent,
to 2,228.8 by FY 2005-06. Thisisadown-
ward revision from the 5.8 percent annual
growth projected in the December 1999 fore-
cast. Inthe next six years, the average daily
commitment population will increase at an av-
erage annual rate of 4.4 percent and the aver-
age daily detention population will increase at
an average annual rate of 2.2 percent. The

commitment rate of growth is similar to the
December 1999 forecast, while the detention
rate of growth is a downward revision from the
6.6 percent growth rate in last year’ s forecast.
Commitment and detention growth are dis-
cussed in more detail in the following sections.

DYC Commitment Population Pro-
jections Versus Capacity

We project that the population of youths com-
mitted to the Division of Y outh Corrections
will grow 29.6 percent between FY 1999-00
and FY 2005-06 (from 1,216.7 to 1,577.2).
This represents a 4.4 percent compound annual
rate of growth. Three factors account for this
increase: strong admissions growth, regional
economic and population growth, and an in-
creased commitment length of stay. The popu-
lation projections by management region and
estimated statewide bed surplus and shortfall
are presented in Table 23.

Table 22: Division of Youth Corrections
Commitment and Detention Populations, Historical and Projected

Commitment* Detention* Total Population
F\I(Secaarl A\Ige;ii?e CP:l;rcent A\S:ii?e Percent A\S:ii?e Percent
Population ange Population CEmeE Population CEmeE
1997-98 1,050.1 515.2 1,565.3
1998-99 1,165.3 11.0% 550.4 6.8% 1,715.7 9.6%
1999-00 1,216.7 4.4% 571.1 3.8% 1,787.8 14.2%
Forecast Period

2000-01 1,285.9 5.7% 589.1 3.2% 1,875.0 4.9%
2001-02 1,347.2 4.8% 603.1 2.4% 1,950.3 4.0%
2002-03 1,405.6 4.3% 616.2 2.2% 2,021.8 3.7%
2003-04 1,461.1 3.9% 628.6 2.0% 2,089.7 3.4%
2004-05 1,518.0 3.9% 640.2 1.8% 2,158.2 3.3%
2005-06 1,577.2 3.9% 651.6 1.8% 2,228.8 3.3%
6 year average growth rate 4.4% 2.2% 3.7%

* Commitment population includes those detained awaiting commitment placement. Therefore,
detention excludes this population.
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Table 23
Commitment Average Daily Population by Region and
Projected Bed Surplus/(Shortfall)

Fiscal Year

Region Historical Forecast

1998-99 | 1999-00 | 2000-01 | 2001-02 | 2002-03 | 2003-04 | 2004-05 | 2005-06
Southern 268.1 266.9 287.9 307.2 327.2 348.4 370.5 393.9
Western 128.6 132.6 136.5 139.8 143.0 145.9 148.8 151.8
Denver 258.7 279.0 290.6 301.5 312.8 322.3 332.3 342.5
Central 268.2 277.7 290.2 301.9 310.9 318.0 325.3 332.7
Northeast 241.7 260.5 280.7 296.7 311.7 326.4 341.0 356.3
Total 1,165.3 1,216.7 ] 1,285.9 | 1,347.1 | 1,405.6 1,461.0 | 1,517.9 1,577.2
Egg’n’};g;‘”ﬁg; per 190,000 246.1 | 251.0| 2569 | 266.8 | 2738 | 2808 | 288.6 | 296.8
DYC Statewide Design Capacity * 1,285.1| 1,349.2| 1,404.3| 1,456.4 | 1,509.3 | 1,509.3
Estimated Commitment Bed Surplus/(Shortfall) (0.8) 21 (1.3) (4.6) (8.6) (67.9)

* This includes: the phase-in of Ridge View Commitment Facility (500.0 beds between FY 2001-02 and FY 2004-05); the addition of the
Forensics Mental Health Unit (20.0 beds in FY 2002-03); and the phase-in of the Girls Treatment Unit (40.0 beds between FY 2001-02

and FY 2002-03).

Table 23 also shows the commitment per cap-
ita (per 100,000 juveniles) to indicate the
growth of commitment ADP relative to the
growth of the Colorado population, age 10 to
17. While commitment ADP is expected to
increase at an average rate of 4.4 percent per
year, the commitment per capitais expected to
increase at an average rate of 2.8 percent per
year.

Factors driving the increase in the population
committed to the Division of Y outh Correc-
tions include a growing juvenile population
(ages 10 to 17), an increase in the number of
juveniles being prosecuted (juvenile arrests
and delinquency filings), and administrative
and legidative changes that contribute to
longer lengths of stay (refer to the previous
section on Influences on the Juvenile Offender
Population). Although the number of juvenile
arrests and delinquency filings decreased dur-
ing the last two years, we project them to in-
crease through the forecast period. However,
we expect them to grow at a lower rate than
in past forecasts.

Commitment bed capacity and shortfall. Ta
ble 23 illustrates the projected ADP by region
and the statewide capacity based upon the
DY C Long Range Bed Plan. This assumes
that capacity remains constant from FY 2004-
05 to FY 2005-06. The projected surplus also
assumes that state facilities will operate at 100
percent of design capacity.

Projected admissions and average length of
stay. Table 24 provides the regional admission
projections and the statewide estimated length
of stay for commitment placements. After
severa years of steady increases, commitment
admissions dropped from 878 in FY 1998-99
to 845in FY 1999-00. Because of a slowing
in the growth of the number of Colorado juve-
niles and the increase in Senate Bill 91-94 di-
version programs, the growth in DY C commit-
ments will slow to a 2.9 percent annual rate.
Thisis significantly less than the 4.4 percent
rate projected in the December 1999 forecast.
The population growth exceeds that of admis-
sions because of longer projected average
lengths of stay. The average residential length
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Table 24

Historical and Projected Commitment Admissions by Region
and Statewide Length of Stay

Fiscal Year
Region Historical Forecast
1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06

Southern 202 200 207 212 218 224 230 237
Western 107 100 100 102 104 106 108 110
Denver 190 168 174 179 184 188 193 198
Central 194 171 174 179 183 186 190 194
Northeast 185 206 222 231 240 249 258 267
TOTAL 878 845 877 903 929 953 979 1,006
é\:g{zge&ﬁﬂ?ﬁg) 15.6 15.5 15.8 16.1 16.3 165 16.7 16.9

of stay increased from 15.1 monthsin FY
1997-98 to 15.6 monthsin FY 1998-99. How-
ever, in FY 1999-00 the average length of stay
decreased dlightly to 15.5 months. Regarding
regional lengths of stay, only the Southern and
Northeast regions witnessed an increased
length of stay in commitment. We anticipate a
gradual increase in the statewide length of stay
over the forecast period, mostly attributable to
the Southern and Northeast regions. The aver-
age length of stay for committed youths will
increase from 15.5 months for FY 1999-00 to
16.9 months in FY 2005-06, up 8.8 percent.

DYC Commitment ADP and New
Commitments by Gender

Table 25 illustrates male and female commit-
ment ADP and commitment admissions. The
female commitment population increased 17.3
percent and admissions increased 0.9 percent
in FY 1999-00. Meanwhile, the male commit-
ment population grew 2.8 percent and admis-
sions dipped 4.4 percent in FY 1999-00. Both
ADP and admission growth slowed compared
with last year.

Over the forecast period, we expect female
population growth to outpace male popul ation
growth. Thisis primarily due to the historical
trend of female commitment population

growth. Between FY 1994-95 and FY 1999-
00, the female commitment population grew at
an average annual rate of 34.4 percent, com-
pared with a 12.2 percent annual average
growth rate among males. A similar trend ex-
ists in the female commitment admission fig-
ures. Between FY 1994-95 and FY 1999-00,
the female commitment population grew at an
average annual rate of 18.5 percent, compared
to a 6.4 percent annual average growth rate in
the male population.

From FY 1999-00 to FY 2005-06, we project
that the female population will continue grow-
ing faster than the male population, but not as
fast asit hasin the past few years. Through
the next six years, we expect the female popu-
lation to grow at an annual average rate of 9.9
percent and male population to increase at a
3.5 percent annual average rate. Over the fore-
cast period, we expect female commitment ad-
missions to grow on an annual average rate of
3.6 percent and male commitment admissions
toincrease a a2.9 annua average rate. Aver-
age length of stay is also expected to increase
for both males and females. Male average
length of stay will increase from 15.9 months
in FY 1999-00 to 17.0 monthsin FY 2005-06.
Female average length of stay will increase
from 13.0 monthsin FY 1999-00 to 15.5
months in FY 2005-06.
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Table 25
Division of Youth Corrections Commitment
Population* by Gender

Female Percent Female Percent Male Percent Male Percent
Fiscal Year ADP Growth Admissions  Change ADP Growth | Admissions Change
1998-99 130.5 109 1,034.8 769
1999-00 153.1 17.3% 110 0.9% 1,063.6 2.8% 735 -4.4%
Forecast Period
2000-01 1721 12.4% 116 5.5% 1,113.8 4.7% 761 3.5%
2001-02 192.0 11.6% 120 3.4% 1,155.2 3.7% 783 2.9%
2002-03 2117 10.3% 124 3.3% 1193.9 3.4% 805 2.8%
2003-04 229.7 8.5% 128 3.2% 1,2314 3.1% 825 2.5%
2004-05 248.8 8.3% 132 3.1% 1,269.2 3.1% 847 2.7%
2005-06 270.1 8.6% 136 3.0% 1,307.2 3.0% 870 2.7%
Average Annual growth FY 1999-00 to FY 2005-06
| 9.9% | 3.6% | 3.5% | 2.9%

* Commitment population includes those in detention awaiting placement in a commitment facility.

DYC Detention Population Projec-
tions Versus Capacity

In FY 1999-00, the detention population
(excluding those awaiting commitment place-
ment) averaged 571.1 youths. Thisfigureis
3.8 percent higher than the FY 1998-99 popu-
lation of 550.4. We project that the DY C de-
tention ADP will increase 14.1 percent to
651.6 youths between FY 1999-00 and FY
2005-06. Thisrepresentsa 2.2 percent com-
pound annual growth rate and is a slower rate
than previoudly forecasted in the December
1999 projections. When taking into account
the growth in the juvenile population, age 10
to 17, detention ADP per capita is expected to

grow at an average rate of 0.7 percent per year.

The projected regional detention populations
are presented in Table 26.

Current detention population projections indi-
cate a detention bed surplus of 59.8 beds by
FY 2005-06. This assumes that capacity re-
mains constant from FY 2004-05 to FY 2005-
06. In the past, DY C has used this surplus for
commitment population in facilities that pro-
vide both detention and commitment services.
DYCisaso likely to decrease its use of con-

tract bed facilities. These figures areillus-
trated in Table 26.

Projected Admissions. Between FY 1993-94
and FY 1999-00, detention admissions de-
creased an average of 2.4 percent ayear.
However, detention admissionsin FY 1999-00
increased 3.0 percent to 14,873. Because of an
expected slow growth trend in the number of
Colorado juveniles and an increasing use of
Senate Bill 91-94 diversion programs, the
growth in DY C detention admissions will slow
to a 1.6 percent annual rate. Thisissignifi-
cantly less than the 4.4 percent rate projected
in the December 1999 forecast.

Projected Length of Stay. Length of stay in
detention did not change significantly, except
in the Southern region which had an increase
in length of stay from 15.1 daysin FY 1998-99
to 15.6 daysto FY 1999-00. Length of stay in
detention varies significantly by the legal
status of the juvenile. Y ouths in detention
awaiting a commitment placement can spend a
month waiting for a placement. On the other
hand, many preadjudicated juveniles in deten-
tion have lengths of stay of only severa hours
to several days. The average length of stay in
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Table 26
Division of Youth Corrections
Detention Population by Region

Fiscal Year

Region Historical Forecast

1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06
Southern 145.5 158.3 165.2 1704 175.0 179.1 182.7 1859
Western 51.9 50.1 51.1 52.0 53.0 54.0 55.0 56.0
Denver 101.0 104.5 106.1 107.0 108.1 109.1 1100 1111
Central 137.9 139.9 1440 147 .6 151.3 155.0 158.7 1625
Northeast 114.1 118.3 1227 126.1 128.8 131.4 1338 136.1
TOTAL 550.4 571.1 589.1 603.1 616.2 628.6 640.2 651.6
Ei;’;f;‘s’"agir 118_01’?00 116.2 117.8 1177 1194 120.0 120.8 1217 1226
DYC Statew ide Design Capacity * 633.7 633.7 659.3 685.0 7114 7114
E stiim ated Detemntiom Bed Swrplus/(Shaortfall) 44.6 30.6 43.1 56.4 71.2 59.8

* This includes: the conversion of Mount View commitment beds to detention (28.0 beds in FY 2003-04); the completion of
build out at Platte Valley to capacity (22 beds in FY 2004-05) and adjustments to contract placements.

Historical and Projected Detention Admissions by Region

Table 27

and Statewide Average Length of Stay

Fiscal Year

Region Historical Forecast

1998-99 | 1999-00 | 2000-01 2001-02 2002-03 | 2003-04 | 2004-05 | 2005-06
Southern 3,576 3,694 3,722 3,759 3,794 3,828 3,862 3,901
Western 955 983 981 990 1,009 1,028 1,047 1,066
Denver 3,341 3,319 3,310 3347 3,379 3,410 3,441 3,473
Central 3,582 3,660 3,751 3843 3,936 4,029 4,123 4,217
Northeast 2,985 3,217 3,368 3444 3,518 3,588 3,655 3,719
TOTAL 14,439 14,873 15,132 15,383 15,636 15,883 16,128 16,376
Q;’g;gg%iﬂ?;z) 146 | 143 1422 14.3 144 144|145 145
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detention facilitiesin FY 1999-00 was 14.3
days, down 1.9 percent from the average of
14.6 daysin FY 1998-99 (Table 27). Most
stays, however, were shorter, as the median
length of stay was 5.6 days. Relatively few
detainees had large lengths of stay that skewed
the average length of stay.

Juvenile Parole Population
Projections

Table 28 provides an overview of the growth
in the parole population the last four years and
Table 29 reports the regional juvenile parole
population projections. Since a mandatory pa-
role period of 12 months was implemented
four years ago (effective for those committing
offenses on or after January 1, 1997), both pa-
role length of stay and parole caseload have
significantly grown. Prior to the implementa-
tion of the one-year mandatory parole period,

the DY C average parole time was seven
months. In FY 1999-00, the length of stay
was 11.0 months.

We expect the juvenile parole population to
grow significantly over the forecast period,
from an average daily population of 601.5in
FY 1999-00 to 1,197.9 in FY 2005-06, an an-
nual average growth rate of 12.2 percent. The
strongest growth occurs early in the forecast,
reflecting the phase-in of the one-year manda-
tory parole provision of House Bill 96-1005.
We expect that within two years, nearly all
committed youth will be eligible for manda-
tory parole, at which time the parole caseload
growth will slow to around eight percent a
year. Offense date datais unavailable at this
time. However, in FY 1999-00, 96.6 percent
of those in commitment were admitted (as a
proxy to reflect when they committed crimes)
after January 1, 1997.

Table 28
Historical Parole Length of Stay and Caseload
FY 1996-97 FY 1997-98 FY 1998-99 FY 1999-00

Parole length of stay 7.4 months 6.4 months 8.6 months 11.0 months
Parole average daily caseload 227.0 255.0 366.1 601.7
Proportion of committed youth
that were admitted after 1996 20.2% 54.9% 84.6% 96.6%

Table 29

Division of Youth Corrections Parole Population, Historical and Projected

Fiscal Year

Region Historical Forecast

1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06
Southern 91.1 154.3 198.4 231.4 2540 275.4 2989 3228
Western 69.9 93.5 110.1 125.3 134.6 144.4 153.1 161.3
Denver 55.7 105.6 136.3 153.6 1707 188.1 202.7 2180
Central 79.0 132.4 161.2 182.9 2046 218.6 2327 247 .2
Northeast 70.5 115.7 144.0 174.6 205.6 224.1 235.0 248.6
TOTAL 366.2 601.5 750.0 867.8 969.5 1,050.6 1,1224 1,1979
Statew ide annual 64.3% 24.7% 15.7% 11.7% 8.4% 6.8% 6.7%
grow th
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School Enrollment Projections

K Enrollment across the State of Colorado will

increase by 1.92 percent, or 13,264.5 FTE
students, during the 2001-02 school year.
Therefore, during the 2001-02 school year,
704,433.5 FTE students will be enrolled in
Colorado schools. The projected gain
follows a 1.78 percent increase in the 2000-
01 school year.

Our projections indicate that school
enrollment over the next five years will
increase at a compound annual average
growth rate of 1.71 percent, which
represents 61,148 additional students. This
five-year average growth rate compares
with a 1.95 percent compound average
annual growth rate over the previous five

\ years.

Asin past years, the metro-Denver, \
Colorado Springs, and northern regions
will experience the largest increasesin
FTE students during the 2001-02 school
year with growth rates over 2.0 percent.
Western Colorado, the north central
mountains, and the north central plains
will see growth rates larger than 1.0
percent for the next school year. The San
Luis Valey, southwest, and Pueblo
regions will experience only slight gains
in enrollment, while the southeast region
will continue to decline in school
enrollment in the 2001-02 school year,
although not as significantly asin the
2000-01 school year.

J

Prepared by Legislative Council Staff

December 2000



79

This section of the forecast presents Legisla-
tive Council Staff’s preliminary full-time-
equivalent (FTE) enrollment projections for
Colorado’ s pre-kindergarten through twelfth
grade public schools. FTE enrollment is fore-
cast to help determine funding levels for Colo-
rado’s 176 school districts. Final projections
will be made after a school district review of
our projections.

Actual full-time-equivalent pre-kindergarten
through twelfth grade enrollment in the 2000-
01 school year was 691,169 students. This
represented an increase of 1.78 percent, or
12,117 students, over the 1999-00 level. This
enrollment level was 1,877 FTE students, or
0.27 percent, higher than Legidlative Council
Staff forecasted in December 1999. Factors
contributing to the higher-than-expected en-
rollment included continued high employment
growth, as well as continued high levels of
residential construction, especially in Colo-
rado’s major metropolitan areas.

It is anticipated that Colorado will continue to
experience enrollment gains, although at de-
clining rates. FTE enrollment in the 2001-02
school year is expected to increase 1.92 per-
cent while the compound annual average
growth rate over the next five yearsis ex-
pected to be 1.71 percent.

These anticipated growth rates compare to his-
torical growth rates of 1.78 percent for the cur-
rent school year and a compound annual aver-
age growth rate of 1.95 percent over the last
fiveyears. Several significant factors that will
contribute to this slowing rate of increase in-
clude smaller employment gains, subsequent
lower net migration to Colorado, and a slow-
ing rate of increase in the number of school-
age children.

Table 30 identifies the anticipated growth in
FTE enrollment over the next five years for
each of Colorado’sregions. Additionaly, Fig-

ure 1 shows the makeup of the regions as well
as identifies the anticipated increase in FTE
enrollment for the 2001-02 school year.

Fueled by continued employment growth, the
major front range regions of Colorado Springs,
metro-Denver, and northern Colorado are ex-
pected to dominate gains in FTE enrollment
over the forecast period. Together, these re-
gions will account for over 90 percent of en-
rollment growth in 2001-02, while represent-
ing only 78 percent of statewide enrollment.
FTE enrollment in the Colorado Springs re-
gion, which includes El Paso and Teller coun-
ties, is expected to increase by 2.51 percent in
the 2001-02 school year and at a compound
annual average rate of 2.11 percent over the
next five years, buoyed in part by the employ-
ment growth over the next severa years cre-
ated by Intel Corporation’s new manufacturing
plant in Colorado Springs.

The northern region, which consists of

Larimer and Weld counties, had an increase of
2.90 percent in FTE enrollment in the 2000-01
school year, which was the largest in the state.
This large increase is mostly attributed to the
southern regions of these two counties, as peo-
ple attempt to escape the crowds in the Denver
area, but till live close enough to enjoy the
amenities of the Denver-metro area. Addition-
ally, housing costsin Larimer and Weld coun-
ties are lower than the metro area, thereby
making it more affordable for many families to
move to these counties. Thistrend is expected
to continue as development continues, though
at a slower pace than in recent years. There-
fore, we are forecasting a 2.46 percent increase
in FTE enrollment for the 2001-02 school year
and a compound annual average growth rate of
2.15 percent for the next five years.

The final two regions aong the front range,
metro-Denver and Pueblo, will also experience
enrollment gains in the next severa years,
though in differing degress. Enrollment in the
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metro-Denver region is predicted to increase
by 2.12 percent in the next school year. Much
of the gainsin this region will come in Doug-
las County, asit continues to have the largest
population growth in the state. The Pueblo re-
gion, consisting of Pueblo, Fremont, and Cus-
ter counties, will see an increase of only 0.50
percent in enrollment for the 2001-02 school
year, as less-than-average growth is expected
throughout the forecast period. Furthermore,
continuing enrollment declines are expected in
the core Pueblo city school district.

The southeast Colorado region, comprised of
Baca, Bent, Crowley, Huerfano, Kiowa, Las
Animas, Otero, and Prowers counties, is pro-
jected to experience an enrollment decline of
0.91 percent for the 2001-02 school year.
While declines are forecasted, they are not ex-
pected to be as steep as the region experienced
in the 2000-01 school year when enrollment
fell by 2.56 percent. Only the southeast region
IS expected to see a continuing declinein
school enrollment for the entire five-year fore-
cast period. Thisregion and the San Luis Val-
ley, which is expecting only the smallest of
enrollment gains, has seen little benefit from
the high-tech and construction sectors that
have driven Colorado’ s boom economy.

Aswould be expected, the individual school
districts that will see the largest rate of in-
crease are those that will also see significant
new residential development. Partsof El Paso
County, where there has been long-term new
home growth, will see some of the highest
growth rates, as the Falcon and Hanover
school districts are expected to have the high-
est average annua percentage growth over the
forecast period. The Douglas County school
district is expected to remain among the high-
est growth districts in the state with an in-
crease in enrollment of 6.5 percent for the
2001-02 school year and a compound annual
average growth rate of 5.7 percent over the

next five years. Additionally, some of the
smaller districts in eastern Adams and Arapa-
hoe counties are expected to see gains as these
communities are increasingly attractive bed-
room communities for the metro area. Some
districts in Colorado’ s metropolitan areas, such
as Englewood, Westminster, and Sheridan, are
expected to see limited gains or even declines
as these districts are essentially built out and
land locked.

This school enrollment forecast was prepared
utilizing avariety of economic and demo-
graphic variables. The most significant vari-
ables included school-age population, employ-
ment, migration, and number of births. These
variables had historical changes that best pat-
terned that of the enrollment in each school
district. Efforts were also made to identify re-
cent trends that would not be reflected in the
economic and demographic variables, such as
large employers entering or leaving a district,
announcement of new residential develop-
ments, etc. Additional discussions will occur
between Legidative Council Staff, the Colo-
rado Department of Education, and school dis-
trict representatives prior to issuing afinal
forecast in January 2001.
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Assessed Values and Property Tax Projections

The residential assessment rate will
decline steadily from its current 9.74
percent in 2000 to 9.19 percent in 2001,
8.78 percent in 2003, and 8.41 percent in
2005.

Total assessed values for all property
classes are expected to increase by 19.4
percent in 2001 to atotal value of $58.2
billion. Because 2001 is a reassessment
year, both price appreciation and new
construction are reflected in property
assessments. Asaresult, thisincrease is
significantly higher than the 4.3 percent
increase seen in 2000. By 2006, assessed
values are anticipated to total $75.7 billion,
which reflects a compound annual average
growth rate of 7.6 percent. By contrast,
assessed values increased at an annual rate
of 8.5 percent since 1995.

Total residential market value increased
by 22.4 percent in the last two-year
reassessment cycle ending in 1999. Fueled
by unprecedented economic health, market
values are expected to jump by 33.1 percent
in 2001 over 1999 figures. Following the
cooling trend of the economy, a gradual
decline in the growth rate of total residential
market value is expected to occur through
future reassessment periods, although
strong increases are still anticipated. The
expected increase in residential market

values in the 2003 and 2005 reassessment
cycles are 19.0 percent and 15.7 percent,
respectively.

Residential assessed values are expected
to increase by 19.5 percent in 2001, which
reflects both new construction and
changes in market value. Residential
assessed values increased 5.1 percent in
2000. Thisisthelargest increase in any
non-reassessment year, when only new
construction is added to the tax rolls. Due
to the forecasted decrease in the
residential assessment rate, the increases
in residential assessed value will be lower
than the anticipated increases in market
value. Over the entire six-year forecast
time frame, residential assessed values
will increase at a compound annual
average rate of 7.7 percent.

Nonresidential assessed values are
expected to increase by 19.3 percent in
2001 and at a compound annual average
rate of 7.6 percent through 2006.

Local government property taxes for
general operating purposes will total

$1.478 billion in 2002 which amountsto a
7.9 percent increase over 2001 revenues.
These property taxes will increase at a
compound annual average rate of 5.4

percent from 2001 through 2007. /

S
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This section provides projections of assessed
values and the residential assessment rate
(RAR) through 2006. Based upon these pro-
jections, estimates of general operating prop-
erty tax revenues for non-school units of local
government are provided.

Total assessed values for all property classes
increased by an average of 5.3 percent annu-
aly in the last decade, with the strongest
growth coming after 1993. Since 1995, as-
sessed values have grown by an average 8.5
percent annually. Due to the continuing
healthy economy, though less robust, we pro-
ject that values will grow by an average of 7.6
percent annually throughout the forecast pe-
riod. Overall, we anticipate total assessed val-
uesto total $58.2 billion in 2001, a 19.4 per-
cent increase, and reach $75.7 billion by 2006.

The Gallagher Amendment to the Colorado
Congtitution states that residential assessed
values must be approximately 45 percent of
total assessed values. When the market values
of residential property increase faster than the
value of nonresidential property, the RAR
must decline to keep the 45 percent/55 percent
ratio. Theresidential market has not cooled
down as was previoudly anticipated. Thus, we
have increased our forecast of residential mar-

ket values. This adjustment is especialy no-
ticeable in 2001, when the exceptional price
appreciation that has occurred in many of
Colorado’ s urban areas will be taken into ac-
count. Therefore, we are projecting that the
RAR will be lower than in our last forecast for
2001, while the projected RAR for 2003 and
2005 had little change. This forecast antici-
pates the RAR will be 9.19 percent in 2001,
8.78 percent in 2003, and 8.41 percent in 2005.
It should be noted that the Division of Property
Taxation makes the official determination of
the residential assessment rate.

Forecasted residential and nonresidential as-
sessed values are shown in Table 31. Residen-
tial assessed values are expected to increase at
a compound annual average rate of 7.7 per-
cent, while nonresidential assessed values will
increase at an average of 7.6 percent per year.
At the end of the forecast period, assessed val-
ues will total $75.7 hillion.

A discussion of recent trends in assessed val-
ues and our forecast of nonresidential and resi-
dential assessed values, including the residen-
tial assessment rate, follows. The property tax
forecast and analysis comprise the final section
of the memorandum.

Table 31

Residential and Nonresidential Assessed Values

(millions of dollars)

Residential Nonresidential Total

Assessed Percent Assessed Percent | Assessed Percent
Year Value Change Value Change Value Change
2000 $22,775 5.1% $26,007 3.5% $48,782 4.3%
2001 $27,212 19.5% $31,015 19.3% $58,227 19.4%
2002 $28,500 4.7% $32,415 4.5% $60,916 4.6%
2003 $30,926 8.5% $35,417 9.3% $66,343 8.9%
2004 $32,182 4.1% $36,357 2.7% $68,539 3.3%
2005 $34,266 6.5% $39,260 8.0% $73,526 7.3%
2006 $35,477 3.5% $40,249 2.5% $75,726 3.0%
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Recent Trends

Assessed values have consistently grown since
1990, though the largest of these increases
have come in the last six years. Following the
path led by booming state and national econo-
mies, assessed values grew by an average of
8.5 percent annually since 1995. Contributing
factors to residential assessed value gainsin-
clude strong employment growth, high net mi-
gration, low mortgage rates, a booming stock
market, and high consumer confidence. Resi-
dential market values increased by 5.1 percent
in 2000, which accounts only for new residen-
tial construction. Residential assessed values
totaled $22.8 billion in 2000, which is 1.3 per-
cent higher than anticipated at this time last
year. Continued strong demand for office, re-
tail, and industrial space, especialy along the
front range, led to many new commercia de-
velopments as well as a strong increasein
market values for these properties. 1n 2000,
nonresidential assessed values increased 3.5
percent to $26.0 billion, or 0.4 percent higher
than forecasted one year ago.

Nonresidential Assessed Values

Assessed values in the nonresidential property
classes totaled $26.0 billion in 2000. Despite
concerns surrounding ever-increasing rental
rates, strong demand for nonresidential proper-
ties is expected to continue over the forecast
period, which will lead to continued healthy
increases in nonresidential construction. Addi-
tionally, vacancy rates are expected to remain
relatively stable through the forecast period.
Therefore, market prices for these properties
are expected to continue to increase which
tranglates to an increase in assessed val ues.
Nonresidential assessed values are anticipated
to increase at a compound annual average rate
of 7.6 percent over the forecast period, in-
creasing to $40.2 billion by 2006.

The nonresidential sector consists of eight
property classes. commercial, vacant land,
state assessed, industrial, oil and gas, natural
resources, producing mines, and agriculture.
Table 32 identifies 2000 assessed values for
each of the eight property classes and shows

Table 32
Nonresidential Assessed Values by Class
($ in millions)

Forecast
2000 2001 2000-2006

Assessed Assessed Percent 2006 Assessed | Annual Avg.

Property Class Value Value Change Valwe Growth Rate
COMMERCIAL $14,482 $17,688 22.1% $24,799 9.4%
VACANT LanD $3,060 $3,608 17.8% $4,189 54%
STATE ASSESSED $3,298 $3422 3.8% $3,992 3.2%
INDUSTRIAL $2,509 $3,322 324% $4,025 8.2%
OL&Gas $1,486 $1,810 21.8% $1,953 4.7%
AGRICULTURE $816 $823 0.9% $896 1.6%
NATURAL RESOURCES $256 $254 -0.8% $302 2.8%
Probucing MNES $100 $88 -11.6% A -11%

Prepared by Legislative Council Staff

December 2000



87

the anticipated increases in each class over the
forecast period. The outlook for these prop-
erty classesis discussed in the following para-

graphs.

The commercial property classisthe largest
nonresidential property class, comprising
nearly 56 percent of all nonresidential prop-
erty. Commercia property assessed value to-
taled $14.5 billion in 2000, an increase of 5.4
percent over 1999. Overall, the value of com-
mercia construction across Colorado is down
6.9 percent through October 2000 when com-
pared with the same period in 1999. However,
the largest subclass of commercial property —
office and bank buildings — has seen a0.7
percent increase in construction value. The
value of all nonresidential construction is esti-
mated to decline 15.7 percent in 2000. None-
theless, the value of al nonresidential con-
struction will likely be the third highest in his-
tory. The highest concentration of office
space in the state is no longer in downtown
Denver. The booming market in the Denver
Technological Center and other large business
parks has provided the southeast Denver sub-
urbs with more office space than any market in
the state.

Significant commercial construction is occur-
ring in nearly all of the state’s major metro-
politan areas. The typically slow-developing
area of Downtown Denver is expected to see
some significant development with an 1,100-
room hotel across from the Colorado Conven-
tion Center, as well as the renovation of sev-
eral downtown office buildings. Douglas
County will see some of the most significant
nonresidential construction over the forecast
period as it becomes increasingly appealing to
developers trying to draw upon its fast-
growing population base. 1n addition to sev-
eral smaller projectsin the area, the Briargate
areain Colorado Springs continues to grow
with plans announced for a 550,000-square-

foot office complex to be located on 53 acres
in the Briargate Business Campus.

Retail construction has been widespread.
However, the largest new development is lo-
cated in Broomfield as the 1.5 million-square-
foot Flatlron Crossing Mall opened in August
2000. Similarly, expanded retail construction
surrounding the mall will come onlinein
phases over the next three years beginning
with the 440,000-square-foot Flatlron Market-
place, which will be completed by June 2001
and is located just east of Flatlron Crossing
mall. Southwest of Flatlron Crossing, the
Main Street development is underway. It will
take approximately three years to finish the
160-acre, $400 million development, which
will include pad sites and retail centers.

Most other large nonresidential construction is
coming in the form of mixed-use develop-
ments. Many on-going redevelopment areas,
such as Lowry Air Force Base and Stapleton
Airport, are combining vast amounts of office
and retail space with neighborhood residential
development and affordable housing projects.

Reassessment, coupled with new construction,
will boost commercial assessed values to
$17.7 billion in 2001, an increase of 22.1 per-
cent. By the end of the forecast period in
2006, commercial assessed values are ex-
pected to be $24.8 billion, which amounts to
an increase of 71.2 percent during the forecast
period.

In 2000, state-assessed property was the sec-
ond largest non-residential class totaling $3.3
billion. Utility, airline, pipeline, and railway
sectors make up the vast majority of value in
this category. Following its largest jump ever
in 1999 at 9.1 percent, assessed values in this
property class increased 5.1 percent in 2000.
In the future, state-assessed property will see
increases in value resulting from continued ex-
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pansion in utilities and airline operations to
meet the demands of Colorado’s growing
population. Assessed valuesin thisclass are
expected to total nearly $4 billion by 2006,
which reflects a compound annual average
growth rate of 3.2 percent.

After spending itsfirst year as the second-
largest nonresidential property class, vacant
land fell back behind state assessed property.
Vacant land totaled $3.1 billion in 2000, a de-
crease of 5.0 percent. Thisiscommon in non-
reassessment years, as new construction
causes the reclassification of newly developed
vacant land. Therefore, without reassessment
to factor in increased demand in times of
healthy growth, the value inevitably drops.
Similar declines were seen in 1998 (5.9 per-
cent) and 1996 (4.8 percent). The assessed
value of vacant land is expected to increase by
17.9 percent in 2001 as devel opers continue to
keep land in high demand. The anticipated in-
crease over the entire forecast period totals
36.9 percent, rising to atotal assessed value of
$4.2 billion in 2006. Continued demand for
housing, commercial, and industria property
will increase the value of vacant land and thus
the assessed values during reassessment years.
However, because development subtracts from
the inventory of vacant land, declines are fore-
casted for vacant land assessed values during
non-reassessment years.

Assessed values in the industrial property
class increased by a meager 1.4 percent in
2000. These values are expected to increase
substantially in 2001, rising 32.4 percent to
$3.3 hillion with construction continuing on a
new Intel manufacturing plant in El Paso
County. By the end of the forecast period, in-
dustrial assessed values are expected to rise
60.4 percent to $4.0 billion, which reflects an
average increase of 8.2 percent. The influence
of Intel in El Paso County on this property
classis dramatic, as new construction thereis

expected to bring approximately $580 million
in new assessed value to Colorado Springs by
the end of 2002.

The valuesin the oil and gas, natura re-
sources, and producing mines classes are
based on the income derived from the extrac-
tion of the earth’ s resources. Because these
classes are reassessed each year based on the
prior year's income, the assessed valuesin
these classes tend to be more volatile then
other property classes. Oil and gas assessed
valuesincreased by 7.8 percent in 2000, duein
large part to the rising energy prices during
1999. Continued price increases in 2000, es-
pecially for natural gas, is expected to cause an
upward spike of 21.8 percent in assessed val-
ues for this property classin 2001. In 2001
oil prices are expected to stabilize, while his-
torically low natural gas reserves will help
keep prices high for most of 2001 before the
market beginsto loosen. Oil and gas assessed
values are expected to increase at a compound
annual average rate of 4.7 percent through
2006.

The natural resources property class is domi-
nated by the coal industry. Across Colorado,
coal production isdown 2.1 percent through
September 2000. This decrease is somewhat
influenced by a three-month shutdown at the
West Elk mine in Gunnison County dueto a
fire. The coa producer price index is expected
to fall dightly in 2000. Asaresult, assessed
values for the natural resources class are ex-
pected to stay relatively flat, decreasing by 0.8
percent in 2001. Over the entire forecast pe-
riod, the coal market is expected to turn
around, helping assessed values for this class
increase to $302 million by 2006, which
amounts to a compound annual average
growth rate of 2.8 percent.

Producing mines is the smallest property
classtotaling just under $100 million in as-
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sessed value in 2000, rising only 0.1 percent
over 1999 values. Over half the valuein this
classis accounted for by the Henderson Mine
in Clear Creek County. A roughly 10 percent
decrease in Clear Creek County, to $56.6 mil-
lion in value, is forecasted for 2001 as produc-
tion at the Henderson Mine was cut by 20 per-
cent in response to weak global markets. As-
sessed values are expected to drop by 11.6
percent in 2001, and then experience modest
gains throughout most of the forecast period,
resulting in an overall decline from 2000 val-
ues of 6.0 percent. Additionally, there will be
a continued declinein Lake County as the
Black Cloud Mine closed permanently in
1999.

The final nonresidential property classis agri-
culture. Since agriculture assessed values are
based on aten-year moving average of in-
come, the property class rarely sees significant
changes from year to year. Asaresult,
changes tend to reflect the long-term trend in
agriculture. Agriculture assessed values to-
taled $816 million in 2000. Following a0.2
percent increase in 2000, agriculture assessed
values are expected to increase by 0.9 percent
in 2001. Agriculture assessed values will in-
crease at a compound annual average rate of
1.6 percent over the forecast period.

Residential Assessed Values

In this section, the forecast for residential mar-
ket values and the determination of the resi-
dential assessment rate is discussed. The ap-
plication of the residential assessment rate to
residential market values determines residen-
tial assessed values.

Residential market values. Total residential
market values increased 22.4 percent in 1999
from the previous reassessment in 1997. Due
to continued high demand and widespread

construction, we expect that market values will
increase by 33.1 percent in 2001 over 1999
figures. Residential market values will then
begin to show significant slowing as the high
home prices begin to price some people out of
the home market. A 19.0 percent increaseis
expected over the next cycle which endsin
2003 followed by a 15.7 percent change
through 2005. Factoring in new construction
in 2006, the increase in residential market
value will total 89.9 percent from 2000
through 2006, bringing the total market value
of al residential property to an estimated
$421.8 billion by 2006.

The increase in residential market valuesis
considerably stronger than the increases that
were forecasted at thistime last year, as the
Colorado economy continues to exceed ex-
pectations for job growth and net migration.
Second homes for the leading edge of the
baby-boom generation continues to be an at-
tractive option, especially given the long bull
run in the stock markets through early 2000. It
has been estimated that roughly 63% of resi-
dential property in Vail is owned as second-
homes, while the same can be said for 54% of
Steamboat Springs residences. Similar rates
can be found in other mountain resort commu-
nities. It isanticipated that the number of new
residential units will increase in 2000 to
52,700 units from 48,600 unitsin 1999 and
continue to remain above 1999 figures
throughout the forecast period.

Residential assessment rate. The adjustment
of the residential assessment rate is intended to
stabilize residential real property’s share of to-
tal assessed value at approximately 45 percent.
This constitutional provision passed in 1982
and is known as the Gallagher Amendment.
Economic factors driving market values and/or
property income in the residential and nonresi-
dential sectors affect the relative balance of
these sectors and determine the RAR. Because
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Table 33
Residential Assessment Rate and Values

(millions of dollars)

Residential Residential Residential

Market Percent Assessment Assessed Percent
Year Value Change Rate Value Change
1991 $89,865 1.8% 14.34% $12,887 -2.7%
1993 $103,989 15.7% 12.86% $13,373 3.8%
1995 $146,285 40.7% 10.36% $15,155 13.3%
1997 $181,454 24.0% 9.74% $17,674 16.6%
1999 $222,505 22.6% 9.74% $21,672 22.6%
2001~ $296,099 33.1% 9.19% $27,212 25.6%
2003~ $352,237 19.0% 8.78% $30,926 13.7%
2005* $407,444 15.7% 8.41% $34,226 10.8%

*Forecast

residential market values have grown at a
faster rate than nonresidential property since
1982 (or have declined at a slower pace), the
RAR decreased from 21.0 percent in 1982 to
9.74 percent in the current assessment cycle of
1999 and 2000.

It is anticipated that the future growth in resi-
dential market values will continue to be
stronger than that of nonresidential property.
Thus, the RAR is expected to continue to de-
cline through the forecast period. The fore-
casted decline is more than was forecasted at
thistime last year due to arelatively strong
gain in forecasted residential property values
vis-a-vis nonresidential values. The residentia
assessment rate is estimated to decrease to
9.19 percent in 2001 and 2002, 8.78 percent in
2003 and 2004, and 8.41 percent in 2005 and
2006. Table 33 indicates residential market
and assessed value, as well asthe RAR for
1991 through the forecast period.

Residential assessed values. The decline of
the RAR will temper the growth of residential

assessed values as compared to residential
market values. Although residential market
values are expected to increase by 33.1 percent
during the two-year period ending in 2001,
residential assessed values will only increase
by 25.6 percent. The effect of the RAR isto
bring total residential assessed value increases
to a comparable growth rate of all nonresiden-
tial assessed values. Overall, residential as-
sessed values will increase to $35.5 billion by
2006, or at a compound annual average growth
rate of 7.7 percent over the forecast period.

County Level Assessed Values

Table 34 and Table 35 show assessed values
by county as well as percentage changes for
1999 and each year of the forecast period.

Continuing the trend of the last five years, the
counties that will see the largest gainsin as-
sessed value are largely front range and resort
counties. Douglas County is expected to see
the largest percentage gain in assessed value
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across the forecast period due to the large
amounts of residential construction, aswell as
the nonresidential construction that will flow
into the county to meet the needs of its grow-
ing population. Other metro-area counties that
will see growth rates that rank among the ten
highest in the state include Adams County and
Boulder County. Growth in Adams County is
expected to be fueled by continued devel op-
ment around DIA, as commercial and indus-
trial developmentsfill in around the airport.
Additionally, the completion of the E-470
beltway in the northeast quadrant of the region
will spur residential development in Adams
County. Boulder County will continue to see
large gains, though it is difficult to forecast the
extent of these gains, as much of new develop-
ment in Boulder County, especially high val-
ued properties around Interlocken and Flatiron
Crossing, will be in the new local government
boundaries of the City and County of Broom-
field. Asthe new Intel plant fillsin and subse-
guent residual development for employees and
suppliers comes online, El Paso County will
also experience assessed value growth
amongst the highest in the state.

Many of Colorado’s mountain communities
will also see assessed value growth that is
among the highest in the state. Eagle, Pitkin,
Grand, San Miguel, and Summit counties will
all see strong assessed value increases, duein
large measure to second-home construction.
Thiswill continue to make positive contribu-
tions to the local economies, as well as support
continued commercial development of Colo-
rado’s ski resorts. Finally, Las Animas
County’ s assessed value growth will also rank
among the top in the state as continued expan-
sion is expected for new coal bed methane gas
wells.

The parts of the state that will see the least
amount of assessed value increase are all rural
counties. Most of these counties' economies

are based in agricultural, mining, or oil and gas
production. Baca, Cheyenne, Costilla, Kiowa,
Kit Carson, Phillips, Sedgwick, and Washing-
ton counties are all located on the eastern
plains or in the San Luis Valley, where the
booming high-tech and construction sectors of
Colorado’ s economy have had little effect on
local economies. Moffat and Rio Blanco
counties are in the northwest part of Colorado
and rely heavily on coal mining and oil and
gas production. Each of these counties will
have assessed value growth that ranks in the
bottom ten in Colorado. Another contributing
factor to the low growth of assessed valuesin
the rural countiesis the residential assessment
rate. If the state has large amounts of residen-
tial development and significant residential
price appreciation relative to nonresidential
classes, the RAR will be driven down. For the
rural counties, which typically do not have
market value increases as strong as the urban
and resort counties, a decreasing RAR can
keep their assessed value growth below that of
the state’s metropolitan areas.

Property Tax Forecast

Property taxes are determined by the applica-
tion of mill levies to assessed values. Since
1992, property taxes are subject to a growth
constraint imposed by Article X, Section 20 of
the Colorado Constitution (TABOR), which
states that growth in district property taxes
may not exceed inflation plus alocal growth
factor. Thelocal growth factor for schoolsis
the percentage change in student enrollment,
while for non-school local governments, this
factor is the net percentage change in valuation
from construction. If property taxes exceed
the growth limit, the local mill levy is reduced
to the level that yields the maximum property
tax revenue, unless voter approval was given
to retain and spend excess property tax reve-
nues.
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For the 2000 property tax year, property taxes
based on assessed values in 1999 totaled
$3.490 hillion. The estimated taxes on resi-
dential property accounted for 46.6 percent of
the property tax burden, or $1.624 billion.
Nonresidential property taxes accounted for
$1.866 hillion. Taxes on personal property, a
subset of al nonresidential property taxes, ac-
counted for $533 million, or 15.3 percent, of
the total property tax burden.

School finance property taxes accounted for
$1.380 hillion, or 39.5 percent of all property
tax collectionsin 1999. The property tax col-
lections of other local governments for their
general operating purposes totaled $1.310 bil-
lion, or 37.5 percent of the total. The remain-
ing 23.0 percent, or $800 million, is property
taxes collected by both schools and other local

governments for bonded indebtedness, local
tax overrides, and abatement levies. Our fore-
cast of property taxes accounts only for the
taxes imposed for the general operating pur-
poses of non-school local governments.

Non-School Property Taxes. Table 36 shows
the non-school finance property taxes for gen-
eral operating purposes. Because of the inter-
action with the constitutional restriction on
property tax growth, property tax revenues
will only increase 7.9 percent in 2002, despite
assessed value growth of 19.4 percent in 2001.
Overal, non-school general operating property
taxes are estimated to increase at a compound
average annual rate of 5.4 percent from prop-
erty tax year 2001 through 2007, relative to
our projections of a 7.6 percent average annual
growth rate for assessed values.

Estimated Non-School Finance Property Taxes

Table 36

($ in millions)

Non-School Average
Finance Property Property Taxes Property Taxes Statewide Mill
Tax Year Taxes Dollar Change Percent Change Levy

2000 $1,309.6 $104.7 8.7% 27.988
2001 $1,369.5 $59.9 4.6% 28.073
2002 $1,478.3 $108.8 7.9% 25.388
2003 $1,545.5 $67.2 4.5% 25.371
2004 $1,654.6 $109.1 7.1% 24941
2005 $1,711.8 $57.2 35% 24.975
2006 $1,824.6 $112.8 6.6% 24816
2007 $1,881.5 $56.9 3.1% 24847
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Table 34
Total Assessed Value by County
(in Thousands)

2000 2001 2002 2003 2004 2005 2006
Adams $2,706,528 $3,422,898 $3,592,744 $3,915,734 $4,082,529 $4,375,641 $4,559,795
Alamosa 92,073 96,914 99,992 103,385 105,815 109,300 112,536
Arapahoe 5,563,291 6,388,835 6,590,551 7,311,075 7,526,227 8,183,841 8,434,909
Archuleta 158,022 181,823 190,651 210,060 218,567 234,974 239,755
Baca 55,616 58,454 59,045 59,238 59,721 59,992 60,478
Bent 49,815 52,065 53,273 54,452 55,970 57,890 59,574
Boulder 4,032,012 5,204,327 5,545,335 6,083,763 6,396,131 6,865,119 7,060,661
Chaffee 190,719 211,441 218,394 236,972 242,628 259,930 265,867
Cheyenne 98,099 88,861 89,530 90,816 91,616 92,688 91,039
Clear Creek 186,343 189,954 190,538 196,504 200,842 208,308 211,915
Conejos 36,197 38,550 39,706 41,830 42,901 44,617 45,605
Costilla 62,404 62,989 63,710 64,585 65,260 66,090 66,893
Crowley 22,978 23,682 24,160 24,783 25,370 25,930 26,496
Custer 52,662 57,210 59,041 63,077 64,772 67,982 69,554
Delta 158,060 180,396 185,138 195,510 200,523 209,674 214,379
Denver 6,486,490 7,602,779 7,816,847 8,679,649 8,847,377 9,563,572 9,770,211
Dolores 34,658 38,613 39,947 40,942 40,909 42,090 42,286
Douglas 2,221,543 3,258,548 3,642,482 4,201,586 4,581,806 5,143,329 5,528,563
Eagle 1,659,353 1,987,171 2,068,151 2,277,104 2,355,382 2,551,342 2,633,443
Elbert 167,529 186,897 195,779 211,796 220,963 235,868 244,654
El Paso 4,261,428 5,172,970 5,596,155 6,019,691 6,194,178 6,588,670 6,760,481
Fremont 251,472 267,154 278,039 293,015 301,317 313,236 319,089
Garfield 612,633 730,412 774,132 838,291 870,448 925,755 950,108
Gilpin 215,713 244,345 253,348 274,173 282,353 299,842 303,351
Grand 376,172 436,637 456,978 513,900 529,355 578,342 590,767
Gunnison 312,514 326,336 343,341 370,526 379,095 404,019 412,660
Hinsdale 31,546 34,491 35,731 37,774 38,646 40,223 40,906
Huerfano 99,182 99,946 101,660 105,883 107,203 110,701 111,594
Jackson 21,760 23,236 23,293 23,675 23,931 24,324 24,508
Jefferson 4,988,706 5,876,100 6,012,898 6,416,477 6,540,482 6,928,705 7,045,726
Kiowa 25,398 27,560 27,928 27,370 27,248 27,089 27,152
Kit Carson 89,353 92,851 93,474 95,726 96,672 98,894 99,827
Lake 65,355 66,000 67,265 71,975 72,914 76,585 77,267
La Plata 1,207,869 1,349,544 1,419,215 1,451,475 1,460,905 1,523,845 1,551,056
Larimer 2,432,515 2,950,051 3,077,076 3,351,005 3,470,291 3,725,741 3,848,211
Las Animas 159,002 180,959 200,501 223,636 246,460 271,269 295,835
Lincoln 49,769 51,772 52,487 53,882 54,826 56,265 57,087
Logan 157,091 166,733 170,651 176,597 180,116 184,686 187,688
Mesa 807,081 911,467 945,985 1,018,101 1,049,160 1,115,965 1,146,308
Mineral 18,505 19,755 20,195 21,562 21,905 22,989 23,165
Moffat 303,790 315,746 322,195 328,976 329,037 329,599 331,213
Montezuma 235,027 243,288 249,444 261,970 267,804 279,154 284,239
Montrose 271,554 294,660 304,974 325,862 334,657 355,652 364,696
Morgan 312,502 326,080 329,219 340,279 344,398 353,842 358,295
Otero 97,708 102,905 104,562 108,510 110,597 113,921 116,521
Ouray 95,036 105,867 108,565 116,896 118,955 127,146 129,217
Park 242,876 280,417 285,810 317,495 323,964 347,701 354,660
Phillips 41,505 42,703 43,122 44,099 44,694 45,414 46,112
Pitkin 1,393,844 1,742,890 1,784,812 1,956,895 2,002,960 2,159,043 2,208,406
Prowers 89,304 94,109 96,779 100,522 103,045 106,588 109,131
Pueblo 930,393 1,005,666 1,033,929 1,089,504 1,123,476 1,172,636 1,206,865
Rio Blanco 243,198 267,910 251,356 240,373 238,973 238,255 238,109
Rio Grande 105,963 115,114 120,024 128,975 133,692 142,363 146,722
Routt 523,967 591,702 610,882 663,854 683,169 731,878 753,989
Saguache 42,548 44,096 44,608 45,717 46,112 47,183 47,555
San Juan 22,734 25,322 25,570 27,747 27,796 29,998 29,920
San Miguel 358,997 397,743 412,033 445,502 459,485 492,207 507,433
Sedgwick 29,718 30,321 30,477 31,107 31,469 31,992 32,424
Summit 947,082 1,145,812 1,203,265 1,373,149 1,422,377 1,542,744 1,581,489
Teller 287,565 308,673 316,437 334,844 340,357 356,415 363,325
Washington 70,556 76,112 74,825 74,889 75,085 75,624 76,073
Weld 1,763,367 2,138,889 2,271,086 2,361,824 2,427,150 2,551,865 2,648,017
Yuma 155,155 169,967 176,266 176,636 176,722 178,794 180,199
State Total $48,781,845 $58,226,719 $60,915,611 $66,343,217 $68,538,787 $73,525,338 $75,726,010
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Adams
Alamosa
Arapahoe
Archuleta
Baca

Bent
Boulder
Chaffee
Cheyenne
Clear Creek
Conejos
Costilla
Crowley
Custer
Delta
Denver
Dolores
Douglas
Eagle
Elbert

El Paso
Fremont
Garfield
Gilpin
Grand
Gunnison
Hinsdale
Huerfano
Jackson
Jefferson
Kiowa

Kit Carson
Lake

La Plata
Larimer
Las Animas
Lincoln
Logan
Mesa
Mineral
Moffat
Montezuma
Montrose
Morgan
Otero
Ouray
Park
Phillips
Pitkin
Prowers
Pueblo
Rio Blanco
Rio Grande
Routt
Saguache
San Juan
San Miguel
Sedgwick
Summit
Teller
Washington
Weld
Yuma
State Total

2000

5.9%)
4.5%)
4.1%)
5.3%)
3.8%)
0.6%)
7.0%)
3.4%)
11.0%|
-1.2%
2.2%)
1.7%
0.5%)
3.1%)
3.6%)
2.2%)
21.6%
13.6%
2.7%)
4.8%)
2.7%)
7.6%)
6.8%)
13.0%
6.9%)
2.1%)
2.8%)
6.6%)
2.8%)
2.6%)
1.1%
1.3%
-0.8%
3.8%)
3.6%)
11.7%
2.0%)
7.5%)
5.2%)
4.6%)
-6.0%
-0.8%
5.5%)
2.7%)
3.3%)
1.6%
1.2%
1.3%
0.9%)
1.4%
3.8%)
9.7%)
3.1%)
3.6%)
2.1%)
-1.0%
4.9%)
-0.5%
3.7%)
4.2%)
3.4%)
8.0%)
-2.3%)
4.3%)

2001

26.5%
5.3%
14.8%
15.1%
5.1%
4.5%
29.1%
10.9%
-9.4%
1.9%
6.5%
0.9%
3.1%
8.6%
14.1%
17.2%
11.4%
46.7%
19.8%
11.6%
21.4%
6.2%
19.2%
13.3%
16.1%
4.4%
9.3%
0.8%
6.8%
17.8%
8.5%
3.9%
1.0%
11.7%
21.3%
13.8%
4.0%
6.1%
12.9%
6.8%
3.9%
3.5%
8.5%
4.3%
5.3%
11.4%
15.5%
2.9%
25.0%
5.4%
8.1%
10.2%
8.6%
12.9%
3.6%
11.4%
10.8%
2.0%
21.0%
7.3%
7.9%
21.3%
9.5%
19.4%

Percentage Change in Assessed Value

2002

5.0%
3.2%
3.2%
4.9%
1.0%
2.3%
6.6%
3.3%
0.8%
0.3%
3.0%
1.1%
2.0%
3.2%
2.6%
2.8%
3.5%
11.8%
4.1%
4.8%
8.2%
4.1%
6.0%
3.7%
4.7%
5.2%
3.6%
1.7%
0.2%
2.3%
1.3%
0.7%
1.9%
5.2%
4.3%
10.8%
1.4%
2.3%
3.8%
2.2%
2.0%
2.5%
3.5%
1.0%
1.6%
2.5%
1.9%
1.0%
2.4%
2.8%
2.8%
-6.2%
4.3%
3.2%
1.2%
1.0%
3.6%
0.5%
5.0%
2.5%
-1.7%
6.2%
3.7%
4.6%

Table 35
2003 2004
9.0% 4.3%
3.4% 2.4%
10.9% 2.9%
10.2% 4.0%
0.3% 0.8%
2.2% 2.8%
9.7% 5.1%
8.5% 2.4%
1.4% 0.9%
3.1% 2.2%
5.4% 2.6%
1.4% 1.0%
2.6% 2.4%
6.8% 2.7%
5.6% 2.6%
11.0% 1.9%
2.5% -0.1%
15.3% 9.0%
10.1% 3.4%
8.2% 4.3%
7.6% 2.9%
5.4% 2.8%
8.3% 3.8%
8.2% 3.0%
12.5% 3.0%
7.9% 2.3%
5.7% 2.3%
4.2% 1.2%
1.6% 1.1%
6.7% 1.9%
-2.0% -0.4%
2.4% 1.0%
7.0% 1.3%
2.3% 0.6%
8.9% 3.6%
11.5% 10.2%
2.7% 1.8%
3.5% 2.0%
7.6% 3.1%
6.8% 1.6%
2.1% 0.0%
5.0% 2.2%
6.8% 2.7%
3.4% 1.2%
3.8% 1.9%
7.7% 1.8%
11.1% 2.0%
2.3% 1.3%
9.6% 2.4%
3.9% 2.5%
5.4% 3.1%
-4.4% -0.6%
7.5% 3.7%
8.7% 2.9%
2.5% 0.9%
8.5% 0.2%
8.1% 3.1%
2.1% 1.2%
14.1% 3.6%
5.8% 1.6%
0.1% 0.3%
4.0% 2.8%
0.2% 0.0%
8.9% 3.3%

2005

7.2%
3.3%
8.7%
7.5%
0.5%
3.4%
7.3%
7.1%
1.2%
3.7%
4.0%
1.3%
2.2%
5.0%
4.6%
8.1%
2.9%
12.3%
8.3%
6.7%
6.4%
4.0%
6.4%
6.2%
9.3%
6.6%
4.1%
3.3%
1.6%
5.9%
-0.6%
2.3%
5.0%
4.3%
7.4%
10.1%
2.6%
2.5%
6.4%
4.9%
0.2%
4.2%
6.3%
2.7%
3.0%
6.9%
7.3%
1.6%
7.8%
3.4%
4.4%
-0.3%
6.5%
7.1%
2.3%
7.9%
7.1%
1.7%
8.5%
4.7%
0.7%
5.1%
1.2%
7.3%

2006

4.2%)
3.0%)
3.1%)
2.0%)
0.8%)
2.9%)
2.8%)
2.3%)
-1.8%
1.7%
2.2%)
1.2%
2.2%)
2.3%)
2.2%)
2.2%)
0.5%)
7.5%)
3.2%)
3.7%)
2.6%)
1.9%
2.6%)
1.2%
2.1%)
2.1%)
1.7%
0.8%)
0.8%)
1.7%
0.2%)
0.9%)
0.9%)
1.8%
3.3%)
9.1%)
1.5%
1.6%
2.7%)|
0.8%)
0.5%)
1.8%
2.5%)
1.3%
2.3%)
1.6%
2.0%)
1.5%
2.3%)
2.4%)
2.9%)
-0.1%
3.1%)
3.0%)
0.8%)
-0.3%
3.1%)
1.4%
2.5%)
1.9%
0.6%)
3.8%)
0.8%)

3.0%)

Percentage
Change
9.1%
3.4%
7.2%
7.2%
1.4%
3.0%
9.8%
5.7%
-1.2%
2.2%
3.9%
1.2%
2.4%
4.7%
5.2%
7.1%
3.4%
16.4%
8.0%
6.5%
8.0%
4.0%
7.6%
5.8%
7.8%
4.7%
4.4%
2.0%
2.0%
5.9%
1.1%
1.9%
2.8%
4.3%
7.9%
10.9%
2.3%
3.0%
6.0%
3.8%
1.5%
3.2%
5.0%
2.3%
3.0%
5.3%
6.5%
1.8%
8.0%
3.4%
4.4%
-0.4%
5.6%
6.3%
1.9%
4.7%
5.9%
1.5%
8.9%
4.0%
1.3%
7.0%
2.5%
7.6%

Rank

38
13
12
58
42

23
63
50
36
60
47
28
26
14
40

16

34
11
22
10
29
32
52
51
21
61
54
45
33

48
43
19
37
57
a1
27
49
44
25
17
55

39
31
62
24
18
53
30
20
56

35
59
15
46
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Appendix A
Historical Data
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Employment Growth by Industry

Compound Compound Compound
Annual Annual Annual
Average Average Average Annual

Growth Rate Growth Rate Growth Rate Growth Rate
1970-1980 1980-1990 1990-1999 1998-1999

NONFARM EMPLOYMENT 54 % 20 % 38 % 3.7 %
MINING 10.0 -5.8 -4.5 -7.8
Metal Mining 7.5 -11.5 -5.6 -9.9
Coal Mining 11.6 -7.3 -2.9 -1.2
Oil & Gas Extraction 11.4 -3.7 -6.4 -13.1
CONTRACT CONSTRUCTION 6.5 -1.9 9.8 11.2
General Building Contractors 35 -4.6 8.7 8.6
Heavy Construction Contractors 7.2 -25 5.8 10.7
Special Trade Contractors 8.3 -0.5 11.0 12.1
MANUFACTURING 4.4 0.7 0.6 */** -1.7
Durable Goods 5.3 0.3 09 * -1.9
Nondurable Goods 2.8 1.4 0.2 ** -1.3
Food & Kindred Prod. 1.4 0.7 -0.5 -2.5
Printing & Publishing 5.3 4.0 2.0 2.0
TRANSPORTATION & PUBLIC UTILITIES 45 1.9 4.2 ** 7.1
Communications 4.6 2.0 7.2 ** 16.5
WHOLESALE & RETAIL TRADE 5.8 2.0 35 3.1
Wholesale Trade 5.9 1.0 2.7 1.6
Retail Trade 5.8 2.3 3.7 35
General Merchandise Stores -1.2 1.8 35 3.6
Food Stores 5.7 2.4 2.2 2.4
Automotive Dealers & Service Stations 3.3 0.8 3.6 4.1
Eating & Drinking Establishments 9.0 3.0 3.8 2.7
FINANCE, INSURANCE, & REAL ESTATE 6.8 2.4 4.3 4.1
SERVICES 6.9 4.7 55 * 4.8
Hotel & Other Lodging 6.5 3.3 2.9 5.5
Personal Services 2.1 2.4 2.4 35
Business Services 7.2 6.2 94 * 6.9
Amusements & Recreation 7.7 4.4 6.4 4.6
Health Services 5.3 4.3 3.1 1.2
Hospitals NA NA 0.4 -1.0
GOVERNMENT 3.3 1.3 1.9 2.0
Federal Government 1.6 0.9 -0.7 -1.0
State Government 2.9 1.1 1.9 1.7
Education 4.1 0.4 1.8 0.7
Local Government 4.3 1.5 2.8 3.0
Education 3.6 1.2 2.6 2.8

NA: Not Available.

Source: Colorado Department of Labor and Employment.

* In 1991, a large company was reclassified from the durable manufacturing industry to business services. In part, this reclassification
accounts for the weakness in durable manufacturing and the strength in services.

**|n 1995, a large company was reclassified from the non-durable manufacturing industry to communications, electricity, and gas. In part,
this reclassification accounts for the weakness in non-durable manufacturing and the strength in communications, electricity, and gas.
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Comparative Economic Growth

1999
Nonfarm Employment Per Capita Personal Unemployment Rate

State Growth 1998-99 Income 1999 1999

Alabama 1.4 40 $22,987 42 4.8 38
Alaska 0.9 a7 28,577 17 6.4 49
Arizona 4.1 2 25,189 35 4.4 30
Arkansas 1.7 31 22,244 46 45 32
California 2.8 10 29,910 13 5.2 45
Colorado 3.8 4 31,546 6 2.9 7
Connecticut 1.7 29 39,300 1 3.2 13
Delaware 2.9 8 30,778 11 35 18
Florida 3.6 5 27,780 19 3.8 22
Georgia 4.0 3 27,340 22 4.0 23
Hawaii 0.5 49 27,544 20 5.6 46
Idaho 3.4 6 22,835 45 5.2 43
Illinois 1.0 45 31,145 7 4.3 28
Indiana 1.8 27 26,143 30 3.0 9
lowa 1.6 33 25,615 33 25 1
Kansas 1.2 44 26,824 27 3.0 8
Kentucky 2.4 19 23,237 41 45 34
Louisiana 0.4 50 22,847 44 5.1 40
Maine 2.9 7 24,603 37 4.1 25
Maryland 25 16 32,465 5 35 19
Massachusetts 1.9 25 35,551 2 3.2 14
Michigan 0.8 48 28,113 18 3.8 21
Minnesota 2.1 22 30,793 10 2.8 4
Mississippi 1.9 23 20,688 50 5.1 41
Missouri 1.5 35 26,376 29 3.4 15
Montana 2.3 20 22,019 a7 5.2 44
Nebraska 1.7 30 27,049 24 2.9 5
Nevada 6.4 1 31,022 9 45 31
New Hampshire 2.8 11 31,114 8 2.7 2
New Jersey 1.7 32 35,551 2 4.6 35
New Mexico 1.4 41 21,853 48 5.6 a7
New York 2.7 13 33,890 4 5.2 42
North Carolina 25 17 26,003 31 3.1 12
North Dakota 1.4 42 23,313 39 3.4 16
Ohio 1.2 43 27,152 23 4.3 27
Oklahoma 1.5 37 22,953 43 3.4 17
Oregon 1.4 39 27,023 25 5.7 48
Pennsylvania 1.5 36 28,605 16 4.4 29
Rhode Island 1.5 34 29,377 15 4.1 26
South Carolina 2.9 9 23,545 38 45 33
South Dakota 2.7 12 25,045 36 2.9 6
Tennessee 1.5 38 25,574 34 4.0 24
Texas 2.4 18 26,858 26 4.6 36
Utah 2.6 15 23,288 40 3.7 20
Vermont 1.9 24 25,889 32 3.0 10
Virginia 2.7 14 29,789 14 2.8 3
Washington 1.9 26 30,392 12 4.7 37
West Virginia 0.9 46 20,966 49 6.6 50
Wisconsin 2.2 21 27,390 21 3.0 11
Wyoming 1.8 28 26,396 28 4.9 39
uU.S. 2.2 NA $28,542 NA 4.2 NA

NA: Not Applicable.
Source: U.S. Department of Commerce, U.S. Bureau of Labor Statistics.
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