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INTRODUCTION

The purpose of this report is to assist members of the General Assembly, state personnel, and other interested
parties in understanding state funding decisions made during the 2007 Regular Session. This report provides
an overview of state general tax revenues and expenditures, comparative and historical information regarding
appropriations made during the 2007 Regular Session, and a detailed explanation of major funding changes
for each state department. The FY 2007-08 Appropriations Report includes the following five sections.

Part . Overview of Revenues and Expenditures

This section of the report includes: (A) an overview of state General Fund revenues and expenditures, as well
as a discussion of related statutory requirements and limitations; (B) a discussion of constitutional revenue and
spending limits; and (C) a series of charts identifying the sources of General Fund revenue and comparing the
distribution of expenditures by program and fund source over a ten year period.

Part II: Summary Tables

This section consists of a series of tables that summarize FY 2007-08 appropriations and FTE authorizations
by department and funding source. Tables in subsection B provide comparable data for the previous three
fiscal years.

Part I11: Expenditure and Appropriation Detail by Department

This section contains detailed information regarding funding for the operations of each state department and
for capital construction projects. The subsection for each department summarizes funding and FTE
authorizations for FY 2006-07 and FY 2007-08. The format reflects appropriations by bill and by division or
program area. Narrative sections describe major changes in funding from FY 2006-07 to FY 2007-08, factors
affecting departmental budgets, fund sources for each division, and division activities. This section also
includes brief summaries of bills adopted in the 2006 and 2007 Regular Sessions and 2006 Special Session that
contained an appropriation or implemented a major policy change.

The footnotes to the 2007 Long Bill (S.B. 07-239) can be found at the end of each departmental section in the
2007 Session Laws, or they can be accessed via the internet at the following address:

http://www.leg.state.co.us/CLICS/CLICS2007A/csl.nsf/Ibcontainer/SB07-239?0OpenDocument
Additional information on department activities and funding requests may also be found in Joint Budget
Committee staff briefing, supplemental, and figure setting documents. These documents may be accessed via
the internet at the following address:

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

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

INTRODUCTION 1



Appendices

This section includes: (A) a glossary of terms used in this report; (B) descriptions of the general policies that
have been applied to determine funding for operations of state departments; (C) tables summarizing 2007
Session adjustments to operating and capital construction appropriations for years prior to FY 2006-07; (D)
a table summarizing appropriations from the State Education Fund; (E) a table summarizing appropriations
from the Highway Users Tax Fund; (F) a summary of severance tax allocations; (G) a summary of tobacco
settlement allocations; and (H) a summary of General Fund moneys that were deemed exempt from the 6
percent appropriations limit.

Index

Finally, this report includes an index to assist the reader in identifying the state department associated with a
particular division, service, or program.
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PART I: OVERVIEW OF REVENUES AND EXPENDITURES

A. GENERAL FUND OVERVIEW

This section provides an overview of General Fund revenues and expenditures based on Legislative Council's
March 2007 revenue estimate, which was used to prepare the FY 2007-08 budget. Table 1 provides an
overview of General Fund revenues, spending obligations, and ending reserves for both FY 2006-07 and FY
2007-08. It is important to note that some of these amounts will change in the future with revised revenue
forecasts. Table 2 provides an overview of the statutory General Fund appropriations limit for FY 2007-08.

Table 1
General Fund Overview (In Millions)
Description FY 2006-07 FY 2007-08

General Fund Available

Beginning General Fund Reserve $688.5 $318.2

Gross General Fund Nonexempt Revenues 6,282.4 6,636.3

Gross General Fund Exempt Revenues 1,062.1 1,057.2

Transfer to Older Coloradans Cash Fund (3.8) (3.8)

Transfers from/(to) Other Funds 0.0 (14.3)

S.B. 97-1 Diversion to Highway Fund (228.9) (237.9)

Excess Article X, Section 20 Revenues 0.0 0.0

Total General Fund Available $7,800.3 $7,755.7
General Fund Obligations

Capital Construction Transfer $115.9 $75.9

Rebates and Expenditures 169.8 175.2

Excess Reserve to HUTF 291.2 34.1

Excess Reserve to Capital Construction 145.6 17.1

Senior & Disabled Veteran Property Tax Homestead Exemption 76.6 78.6

Controlled Maintenance Trust Fund Transfer 0.0 0.0

Amounts Deemed Exempt from 6.0 Percent Limit 7.5 6.1

General Fund Appropriations 6,675.5 7,084.0

Total General Fund Obligations $7,482.1 $7,471.0
Ending General Fund Reserve (Available Funds Less Obligations) $318.2 $284.7
General Fund Reserve Information

Statutorily Required General Fund Reserve $267.0 $283.4

General Fund Reserve in Excess of Statutory Requirement $51.2 $1.3
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Beginning General Fund Reserve

These figures represent the projected total balance in the General Fund reserve at the start of the fiscal year,
based on the assumptions used for revenues and obligations. The beginning General Fund reserve is the same
as the prior year's ending General Fund reserve. Section 24-75-201.1 (1) (d) (I11), C.R.S., requires a reserve
of at least four percent of General Fund appropriations and Section 24-75-201.5, C.R.S., requires the Governor
to take action to reduce state spending during the year if revenue estimates indicate the reserve would fall to
two percent or less.

Gross General Fund Nonexempt Revenues

These figures represent estimates of the total General Fund revenues as reflected in Legislative Council's March
2007 revenue estimate. The major components of the state's General Fund revenues are sales and use,
individual and corporate income, insurance, and cigarette taxes. General Fund revenues must be applied to
statutory obligations before the General Assembly can appropriate the remaining General Fund. These
obligations include rebates and expenditures and the capital construction transfer as described below.

Gross General Fund Exempt Revenues

As a result of the passage of Referendum C in the November 2005 election, the State is permitted to retain
excess revenues that otherwise would have been refunded under TABOR. These figures represent the estimate
of those retained amounts as reflected in Legislative Council's March 2007 revenue estimate. Please see Part
B - ARTICLE X, SECTION 20 (TABOR) OVERVIEW of this section for a more detailed overview of
TABOR and Referendum C.

Transfer to Older Coloradans Cash Fund

Moneys are transferred to this fund pursuant to Section 39-26-123 (3), C.R.S.

Transfers from/(to) Other Funds

This line item identifies miscellaneous transfers to or from the General Fund. The amount shown in FY 2007-
08 is due to limited gaming funds that were used for transportation projects rather than being transferred to the
General Fund.

S.B. 97-1 Diversion to Highway Fund

Senate Bill 97-1 allows 10.355 percent of the total sales tax revenue to be transferred to the State Highway
Users Tax Fund for transportation projects as long as there is enough revenue in the General Fund to fund a
six percent increase in General Fund appropriations and the four percent statutory reserve.

Excess Article X, Section 20 Revenues

Article X, Section 20 (TABOR) of the Colorado Constitution places restrictions on the amount of total General
Fund and cash funds that can be collected and, consequently, spent by the State. Based on the Legislative
Council's March 2007 revenue estimate, the State would have had excess refunds in both FY 2006-07 and FY
2007-08; however, due to the passage of Referendum C in the November 2005 election, the State is permitted
to retain these revenues.
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Capital Construction Transfer

Section 24-75-302 (2), C.R.S., provides for transfers of General Fund to the Capital Construction Fund. These
transfers are exempt from the calculation of the statutory General Fund spending limit. The General Assembly
can, and has, changed the amount of the annual transfer when necessary.

Rebates and Expenditures

These statutory obligations include Old Age Pensions, cigarette tax rebates to local governments, Fire and
Police Pension Payments for local governments, and Old Age Heat and Fuel Property Tax Assistance Grants.
These statutory obligations are exempt from the calculation of the statutory General Fund spending limit.

Excess Reserve to HUTF and Excess Reserve to Capital Construction

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

Senior and Disabled Veteran Property Tax Homestead Exemption

Inthe 2000 General Election, Colorado voters approved a constitutional amendment that reduces property taxes
for qualifying senior citizens. The property tax reduction, or "homestead exemption™, is available to senior
citizens 65 years of age or older who have owned and lived in their homes for at least ten years. In the 2006
general election, Colorado voters approved a constitutional amendment extending the homestead exemption
to veterans who are 100 percent disabled as a result of a service-connected disability. The cost of the
exemption is borne by the State rather than by local governments or other property owners. The amounts
shown in FY 2006-07 and FY 2007-08 represent the estimates as reflected in Legislative Council's March 2007
revenue forecast.

Controlled Maintenance Trust Fund Transfer

Section 24-75-302.5, C.R.S., established the Controlled Maintenance Trust Fund to help address capital upkeep
needs. Transfers to the Controlled Maintenance Trust Fund were eliminated in the early 2000's in order to
balance the state budget.

Amounts Deemed Exempt from the 6.0 Percent Limit

These amounts represent the level of funds that are appropriated for purposes that are exempt from the statutory
restrictions on state appropriations as reflected in Section 24-75-201.1, C.R.S. Appendix H reflects the items
that were deemed exempt from the 6.0 percent limit for FY 2006-07 and FY 2007-08.

General Fund Appropriations

These figures represent the total appropriations made in the Long Bill and in any separate bills. This amount
does not include funds appropriated for Rebates and Expenditures, which are described above and are exempt
from the calculation of the statutory General Fund spending limit.
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Ending General Fund Reserve

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

Statutorily Required General Fund Reserve

Section 24-75-201.1 (1) (d) (111), C.R.S., requires a reserve of at least four percent of the total General Fund
appropriations at the beginning of the fiscal year. If at any time during the year revenue projections indicate
that there would not be sufficient General Fund revenues to maintain at least half of the required four percent
(i.e., two percent), the Governor must take steps to reduce or restrict spending pursuant to Section 24-75-201.5,
C.R.S.

Statutory Limit on General Fund Appropriations

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

Table 2 shows the FY 2006-07 General Fund appropriations base used to calculate the allowable General Fund
appropriations in FY 2007-08. The table also shows the General Fund appropriations that are exempt from the
limit in FY 2007-08, and the amount still available to make General Fund appropriations that are within the
limit for FY 2007-08.

Table 2
Section 24-75-201.1, C.R.S., Statutory Appropriations Limit (In Millions)
FY 2006-07 General Fund Appropriations Base $6,683.0
Multiplied by: Allowable Growth of Six Percent 1.06
FY 2007-08 General Fund Appropriations Limit $7,084.0
FY 2007-08 General Fund Appropriations $7,236.2
Less: General Fund Appropriations Exempt from Statutory Limitation (152.2)
FY 2007-08 General Fund Appropriations Subject to Limit $7,084.0
Over/(Under) FY 2007-08 General Fund Limit $0.0
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B. ARTICLE X, SECTION 20 (TABOR) OVERVIEW

Description of TABOR

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

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

. Fiscal year spending is defined as expenditures or reserve increases. In other words, all revenues
received by the State that are not specifically exempt are considered "spending”;
. The change in fiscal year spending for the next year is restricted to the percentage change in the general

price level due to inflation plus the percentage change in state population in the prior calendar year,
adjusted for revenue changes approved by the voters after 1991; and

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

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

Passage of Referendum C at the November 2005 General Election

Referendum C was referred to and passed by the registered electors of the State at the November 2005 election.
This measure authorized the State to retain and spend moneys in excess of the constitutional limitation on state
fiscal year spending as follows:

® For FY 2005-06 through FY 2009-10, authorizes the State to retain and spend all state revenues in
excess of the limitation on state fiscal year spending; and

® For FY 2010-11 and each succeeding year, authorizes the State to retain and spend all state
revenues in excess of the limitation on state fiscal year spending, but less than the excess state
revenues cap for the given fiscal year.

Within the state General Fund, the measure established the General Fund exempt account, which consists of
the amount of state revenues in excess of the limitation on state fiscal year spending that the State would have
refunded had Referendum C not passed. The measure further established that moneys in the account would
be appropriated or transferred to fund:

® health care;

® education, including related capital construction projects;

e retirement plans for firefighters and police officers, so long as the General Assembly determines
that such funding is necessary; and

® strategic transportation projects included in the Department of Transportation's strategic
transportation project investment program.
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The measure clarified that the statutory limitation on General Fund appropriations, and the exceptions or
exclusions thereto, apply to the moneys in the General Fund exempt account.

The measure requires the Director of Research of the Legislative Council Staff to prepare an excess state
revenues legislative report that includes the amount of excess state revenues that the State retained and a
description of how the excess state revenues were expended.

Table 3 summarizes the General Fund Exempt appropriations made in compliance with Section 24-77-104.5
(1) (a) and Section 24-77-103.6 (2) C.R.S.:

Table 3
""Referendum C"" General Fund Exempt Appropriations by Programs in S.B. 07-239 (Long Bill) and S.B. 07-240
(Dollars in Millions)

Department Long Bill Line Item/Bill Number FY 05-06 FY 06-07 FY 07-08
Education State Share of Districts' Total Program Funding $361.7 $343.1 $343.9
Health Care Policy and
Financing Medical Services Premiums Totals 361.6 343.1 343.9
Higher Education College Opportunity Fund Program - Stipends 353.7 3224 310.7
Local Affairs Volunteer Firefighter Retirement Plans 3.8 3.8 3.8 I
Treasury Fire and Police Pension Association - Old Hire Plans 25.3 34.8 34.8
Transportation H.B. 07-240 - Capital Transfer Bill 10.0 15.0 20.0

Total General Fund Exempt $1,116.1 $1,062.2 $1,057.1
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COLORADO STATE BUDGET
SOURCES OF GENERAL FUND REVENUE
(Fiscal Year 2007-08)

Estimated Gross General Fund Revenues = $7.693 Billion*

59.7%
1.4%
1.2%
2.4%
5.4%
29.9%
Revenue Source
. Individual Income Taxes Sales & Use Taxes
D Corporate Income Taxes E Insurance Premium Taxes

N Cigarette, Tobacco & Liquor Taxes D Other Revenues

* Source: Colorado Legislative Council Staff's March 2007 Economic and Revenue Forecast. These percentages are net of income tax receipts
that are transferred to the State Education Fund.
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COLORADO STATE OPERATING BUDGET
HISTORY OF APPROPRIATIONSBY FUNDING SOURCE
(Fiscal Years 1998-99 through 2007-08)

$20.0
$19.0 —
$18.0 —
$17.0 —
$16.0 —
$15.0 —
2 $14.0 —
S $13.0
= $12.0 —

$11.0 — 4
£ $10.0 - 7 /
300~/ / A
$8.0 —
$7.0 — —

QN
AN\

10N

N\
AN

Z

NN\
NN\
N\

$6.0

Appropriation (Bill

Federal Funds
Cash Funds Exempt
Cash Funds

SEEN

General Fund and General Fund Exempt*
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NOTE: Appropriated amounts have not been adjusted for inflation.
* General Fund Exempt amounts are reflected for FY 2005-06, FY 2006-07 and FY 2007-08.
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PART | -C

COLORADO STATE OPERATING BUDGET
COMPARISON OF TOTAL APPROPRIATIONSBY PROGRAM

FY 1997-98 = $9.63 billion FY 2007-08 = $17.11 billion

31.9% 32.1%

219% /- 23.8%

15.2%
14.89 16%

78% 5.7% 18% 62% 64%
‘ Departments
. Human Services/Health Care Education (K-12)

D Higher Education E Transportation

D Corrections/Judicial D General Government
| D Other
A\ J/
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COLORADO STATE OPERATING BUDGET
COMPARISON OF GENERAL FUND APPROPRIATIONSBY PROGRAM

FY 1997-98 = $4.49 billion FY 2007-08 = $7.24 billion

14.5% 10.3%
e N
Departments
. Human Services/Health Care Education (K-12)
D Higher Education B Corrections/Judicial
D General Government D Other
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PART Il: SUMMARY TABLES

A. FY 2007-08 OPERATING APPROPRIATIONS
BY DEPARTMENT AND FUND SOURCE

Cash Funds
Department General Fund Cash Funds Exempt Federal Funds TOTAL

Agriculture $7,413,544 $19,344,598 $5,906,296 $3,910,155 $36,574,593
Corrections 636,471,480 2,974,432 62,569,247 2,143,197 704,158,356
Education 3,064,213,254 15,076,979 492,437,514 496,888,395 4,068,616,142
Governor 11,803,944 8,776,099 33,818,275 13,030,450 67,428,768
Health Care Policy

and Financing 1,424,375,449 2,966,076 381,570,811 1,667,277,250 3,476,189,586
Higher Education 746,248,858 22,479,472 1,736,017,115 20,478,236 2,525,223,681
Human Services 641,953,003 111,121,110 649,345,924 609,170,642 2,011,590,679
Judicial 297,821,518 77,352,572 10,374,725 2,291,464 387,840,279
Labor and Employment 0 35,974,775 20,407,127 101,823,271 158,205,173
Law 8,744,803 6,888,797 29,540,471 1,095,708 46,269,779
Legidature 32,613,798 90,000 1,033,774 0 33,737,572
Loca Affairs 11,025,955 29,961,711 107,436,143 80,264,037 228,687,846
Military and Veterans

Affars 5,521,333 119,124 1,580,665 165,473,575 172,694,697
Natural Resources 30,336,286 49,392,482 113,019,941 16,906,425 209,655,134
Personnel and

Administration 10,776,579 12,272,608 153,509,908 121,000 176,680,095
Public Health and

Environment 23,914,282 39,752,221 185,489,027 210,937,078 460,092,608
Public Safety 72,830,763 13,890,793 113,966,549 23,492,483 224,180,588
Regulatory Agencies 1,416,593 61,899,105 8,446,994 1,155,898 72,918,590
Revenue 94,300,024 53,752,413 413,411,524 1,546,214 563,010,175
State 0 17,690,163 3,851,101 110,594 21,651,858
Transportation 0 84,007,659 536,710,649 441,417,139 1,062,135,447
Treasury 114,226,142 2,608,187 281,038,178 0 397,872,507
OPERATING TOTAL &/  $7,236,007,608 $668,391,376  $5,341,481,958  $3,859,533,211 $17,105,414,153
al For information about Capital Construction, see page 470.
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B. FOUR-YEAR SUMMARY OF APPROPRIATIONS:

TOTAL FUNDS

FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
Department Appropriation Appropriation Appropriation Appropriation

Agriculture $29,678,109 $30,226,521 $35,221,241 $36,574,593
Corrections 555,365,816 592,198,370 650,728,934 704,158,356
Education 3,433,794,459 3,727,484,358 3,852,761,716 4,068,616,142
Governor 35,350,689 43,807,661 89,209,830 67,428,768
Health Care Policy

and Financing 3,075,508,222 3,258,509,821 3,338,839,093 3,476,189,586
Higher Education 1,699,546,796 2,188,828,336 2,349,266,631 2,525,223,681
Human Services 1,745,154,446 1,847,192,905 1,929,937,442 2,011,590,679
Judicia 287,263,345 306,604,491 341,391,982 387,840,279
Labor and Employment 131,727,188 154,023,861 153,792,419 158,205,173
Law 69,507,020 36,527,366 40,031,464 46,269,779
Legislature 29,478,646 30,942,776 31,935,105 33,737,572
Local Affairs 181,789,450 219,939,866 239,227,560 228,687,846
Military and Veterans

Affairs 128,566,783 132,561,448 152,556,920 172,694,697
Natural Resources 177,377,992 186,291,806 194,758,787 209,655,134
Personnel and

Administration 162,214,467 160,259,652 172,488,035 176,680,095
Public Health and

Environment 279,366,806 387,931,395 451,141,126 460,092,608
Public Safety 218,578,891 220,482,320 222,378,600 224,180,588
Regulatory Agencies 64,616,218 62,625,085 65,799,947 72,918,590
Revenue 522,672,938 541,802,827 583,520,574 563,010,175
State 25,402,378 31,833,458 28,055,767 21,651,858
Transportation 916,199,700 820,376,668 1,035,382,953 1,062,135,447
Treasury 264,677,777 308,178,523 368,007,955 397,872,507
TOTAL $14,033,838,136 $15,288,629,514 $16,326,434,081 $17,105,414,153
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GENERAL FUND

FOUR-YEAR SUMMARY OF APPROPRIATIONS:

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

Department Appropriation Appropriation Appropriation Appropriation
Agriculture $4,192,206 $4,278,434 $5,221,517 $7,413,544
Corrections 496,830,470 535,840,416 584,748,410 636,471,480
Education 2,514,557,579 2,718,813,736 2,874,213,080 3,064,213,254
Governor 15,890,879 16,024,911 12,115,742 11,803,944
Health Care Palicy
and Financing 1,280,754,507 1,365,826,269 1,380,460,170 1,424,375,449
Higher Education 587,972,772 636,485,608 694,142,988 746,248,858
Human Services 484,945,495 506,321,863 619,666,086 641,953,003
Judicial 219,004,745 236,983,530 264,610,489 297,821,518
Labor and Employment 0 0 140,666 0
Law 6,818,152 7,203,044 9,080,436 8,744,803
Legidature 28,628,519 29,686,409 30,931,554 32,613,798
Local Affairs 8,665,475 8,599,468 10,303,099 11,025,955
Military and Veterans
Affairs 3,884,923 4,426,900 5,215,526 5,521,333
Natural Resources 22,356,999 22,843,818 28,427,902 30,336,286
Personnel and
Administration 7,863,549 8,266,947 9,466,191 10,776,579
Public Health and
Environment 13,106,464 20,570,942 22,819,173 23,914,282
Public Safety 56,498,955 58,901,926 68,158,776 72,830,763
Regulatory Agencies 1,029,665 1,383,348 1,297,219 1,416,593
Revenue 87,137,300 82,781,784 93,811,579 94,300,024
State 0 0 0 0
Transportation 0 0 0 0
Treasury 749,822 26,033,148 100,187,249 114,226,142
OPERATING SUBTOTAL $5,840,888,476 $6,291,272,501 $6,815,017,852 $7,236,007,608
Capital Construction Fund & 185,780,601 62,092,409 0 162,328
LESS: Amount Exempt From
Statutory Limit (90,190,894) (60,643,188) (139,490,967) (152,154,020)
GRAND TOTAL $5,936,478,183 $6,292,721,722 $6,675,526,885 $7,084,015,916
al These figures reflect appropriations from the General Fund into the Capital Construction Fund.
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FOUR-YEAR SUMMARY OF APPROPRIATIONS:

CASH FUNDS
FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
Department Appropriation Appropriation Appropriation Appropriation

Agriculture $10,460,257 $10,503,713 $14,058,984 $19,344,598
Corrections 2,371,727 1,939,302 2,628,871 2,974,432
Education 14,762,022 15,292,983 14,636,398 15,076,979
Governor 225,779 9,447,586 55,179,190 8,776,099
Health Care Policy

and Financing 11,448,429 741,183 684,480 2,966,076
Higher Education 537,034,995 23,257,260 24,345,935 22,479,472
Human Services 95,417,676 105,626,757 105,029,794 111,121,110
Judicia 60,208,406 60,507,476 64,937,225 77,352,572
Labor and Employment 27,064,568 32,298,629 30,931,121 35,974,775
Law 3,256,881 3,777,263 3,926,951 6,888,797
Legislature 90,000 90,000 90,000 90,000
Local Affairs 25,438,627 25,855,405 29,211,540 29,961,711
Military and Veterans

Affairs 26,244 51,217 76,413 119,124
Natural Resources 36,791,001 40,704,370 40,311,776 49,392,482
Personnel and

Administration 10,385,054 11,484,436 12,559,141 12,272,608
Public Health and

Environment 32,135,179 30,975,401 32,566,551 39,752,221
Public Safety 10,374,569 10,865,049 12,259,049 13,890,793
Regulatory Agencies 51,095,062 51,921,670 54,044,598 61,899,105
Revenue 44,545,391 44,027,000 45,263,855 53,752,413
State 15,937,115 16,630,109 19,130,770 17,690,163
Transportation 64,501,672 54,569,770 81,343,825 84,007,659
Treasury 2,300,955 2,529,943 2,584,606 2,608,187
TOTAL $1,055,871,609 $553,096,522 $645,801,073 $668,391,376
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CASH FUNDS EXEMPT

FOUR-YEAR SUMMARY OF APPROPRIATIONS:

FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
Department Appropriation Appropriation Appropriation Appropriation

Agriculture $13,300,999 $13,719,315 $14,055,641 $5,906,296
Corrections 54,888,964 52,737,807 60,986,913 62,569,247
Education 491,370,395 494,616,026 475,905,886 492,437,514
Governor 1,706,447 4,035,337 4,692,262 33,818,275
Health Care Palicy

and Financing 282,896,025 334,001,337 356,470,768 381,570,811
Higher Education 554,733,876 1,508,723,285 1,610,697,386 1,736,017,115
Human Services 641,236,839 676,656,269 601,766,056 649,345,924
Judicial 6,760,504 7,954,959 9,548,021 10,374,725
Labor and Employment 15,812,355 18,818,603 19,874,799 20,407,127
Law 58,606,689 24,695,099 26,140,331 29,540,471
Legidature 760,127 1,166,367 913,551 1,033,774
Local Affairs 99,285,237 100,171,655 101,962,367 107,436,143
Military and Veterans

Affairs 2,444,862 2,530,529 1,475,343 1,580,665
Natural Resources 101,770,456 106,796,254 109,269,434 113,019,941
Personnel and
Administration 143,894,333 140,387,269 150,341,703 153,509,908
Public Health and

Environment 64,460,031 134,953,130 185,371,937 185,489,027
Public Safety 109,623,522 115,218,660 106,745,824 113,966,549
Regulatory Agencies 11,404,339 7,923,569 9,305,868 8,446,994
Revenue 389,183,398 413,319,584 442,883,386 413,411,524
State 9,433,366 15,203,349 8,924,997 3,851,101
Transportation 551,952,803 431,474,156 538,767,263 536,710,649
Treasury 261,627,000 279,615,432 265,236,100 281,038,178
TOTAL $3,867,152,567 $4,884,717,991 $5,101,335,836 $5,341,481,958
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FOUR-YEAR SUMMARY OF APPROPRIATIONS:

FEDERAL FUNDS

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

Department Appropriation Appropriation Appropriation Appropriation
Agriculture $1,724,647 $1,725,059 $1,885,099 $3,910,155
Corrections 1,274,655 1,680,845 2,364,740 2,143,197
Education 413,104,463 498,761,613 488,006,352 496,888,395
Governor 17,527,584 14,299,827 17,222,636 13,030,450
Health Care Palicy
and Financing 1,500,409,261 1,557,941,032 1,601,223,675 1,667,277,250
Higher Education 19,805,153 20,362,183 20,080,322 20,478,236
Human Services 523,554,436 558,588,016 603,475,506 609,170,642
Judicial 1,289,690 1,158,526 2,296,247 2,291,464
Labor and Employment 88,850,265 102,906,629 102,845,833 101,823,271
Law 825,298 851,960 883,746 1,095,708
Legidature 0 0 0 0
Local Affairs 48,400,111 85,313,338 97,750,554 80,264,037
Military and Veterans
Affairs 122,210,754 125,552,802 145,789,638 165,473,575
Natural Resources 16,459,536 15,947,364 16,749,675 16,906,425
Personnel and
Administration 71,531 121,000 121,000 121,000
Public Health and
Environment 169,665,132 201,431,922 210,383,465 210,937,078
Public Safety 42,081,845 35,496,685 35,214,951 23,492,483
Regulatory Agencies 1,087,152 1,396,498 1,152,262 1,155,898
Revenue 1,806,849 1,674,459 1,561,754 1,546,214
State 31,897 0 0 110,594
Transportation 299,745,225 334,332,742 415,271,865 441,417,139
Treasury 0 0 0 0
TOTAL $3,269,925,484 $3,559,542,500 $3,764,279,320 $3,859,533,211
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FOUR-YEAR SUMMARY OF APPROPRIATIONS:

FTE
FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
Department Appropriation Appropriation Appropriation Appropriation

Agriculture 278.2 275.2 282.0 284.0
Corrections 5,880.5 5,910.4 6,098.1 6,339.9
Education 435.7 4444 466.0 477.4
Governor 106.9 1284 138.0 145.0
Health Care Palicy

and Financing 202.8 2134 231.8 245.3
Higher Education 18,281.3 18,080.4 18,876.2 19,277.9
Human Services 5,186.3 5,205.1 5,365.7 5,437.1
Judicial 3,260.9 3,365.0 3,544.6 3,853.7
Labor and Employment 1,119.8 1,102.0 1,098.8 1,097.0
Law 337.3 345.5 362.2 383.5
Legidature 273.2 274.0 276.3 277.1
Local Affairs 175.1 180.1 192.8 184.0
Military and Veterans

Affairs 1,184.8 1,184.8 1,187.8 1,383.8
Natural Resources 1,537.2 1,546.4 1,466.8 1,515.4
Personnel and

Administration 571.8 542.3 541.3 567.2
Public Health and

Environment 1,1155 1,143.2 1,150.2 1,187.9
Public Safety 1,265.7 1,260.8 1,285.8 1,312.6
Regulatory Agencies 520.1 525.3 536.7 558.5
Revenue 1,444.6 1,429.9 1,422.1 1,479.7
State 128.3 127.0 126.5 126.0
Transportation 3,301.2 3,307.2 3,307.2 3,316.0
Treasury 25.5 26.0 26.0 26.0
TOTAL 46,632.7 46,616.8 47,982.9 49,475.0
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PART |I1: EXPENDITURE AND APPROPRIATION DETAIL
BY DEPARTMENT

DEPARTMENT OF AGRICULTURE

The Department of Agriculture regulates, promotes and supports various agriculture activities throughout
Colorado. Department personnel perform awide range of servicesincluding policy analysis, regulation of the
State's agricultural industries, and management of the Colorado State Fair. The Department is comprised of
the Commissioner's Office and Administrative Services, the Agricultural Services Division, the Agricultural
Markets Division, Brand Board, Special Purpose, the Colorado State Fair, and the Conservation Board.

Department Budget: Recent Appropriations

Funding Source FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
General Fund $4,192,206 $4,278,434 $5,221,517 $7,413,544
Cash Funds 10,460,257 10,503,713 14,058,984 19,344,598
Cash Funds Exempt 13,300,999 13,719,315 14,055,641 5,906,296
Federal Funds 1,724,647 1,725,059 1,885,099 3,910,155

Total Funds $29,678,109 $30,226,521 $35,221,241 $36,574,593

Full Time Equivaents 278.2 275.2 282.0 284.0

General Factors Driving the Budget

Fundingfor thisdepartment in FY 2007-08 consistsof 20.3 percent General Fund, 52.9 percent cash funds, 16.1
percent cash funds exempt, and 10.7 percent federal funds. Some of the most important factors driving the
budget are reviewed below.

Agricultural Services Division
For FY 2007-08, the Agricultural Services Division is appropriated 32.2 percent of the Department's total
budget and 49.8 percent, or $3.7 million of the Department's $7.4 million total General Fund appropriation.

The passage of H.B. 07-1198 removed the sunset provision of the Inspection and Consumer Services (ICS)
Cash Fund and refinanced seven programs within the Inspection and Consumer Services Division with amix
of General Fund and fees. Prior to 2004, ICS programs received 100 percent General Funding. Due to the
State'sbudget crisis, legislation was enacted which temporarily refinanced these programs away from General
Fund to 100 percent cash funding, however on July 1, 2007, these programs were to again be fully financed
with General Fund moneys. Within the Agricultural Services Division, H.B. 07-1198 decreases the Generd
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Fund expenditures required to finance the ICS programs by $2.1 million, which is offset by a corresponding
increase of $2.2 million cash funds for FY 2007-08 moving forward.

Cash Funds and Cash Funds Exempt

The magjority of the Department's total funding (69.0 percent, or $25.2 million) is generated through fees
collected from inspection and certification services performed by the Agricultural Services Division and the
Brand Board, aswell as revenue earned from the activities of the State Fair. In addition, 65.5 percent, or $3.9
million of all cash fundsexempt expendituresisrelated to the Brand Board, whichisclassified asan enterprise,
pursuant to Section 20 of Article X of the state constitution (TABOR).

Summary of FY 2006-07 and FY 2007-08 Appropriations

Department of Agriculture

Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds

FY 2006-07 Total Appropriation: $35,221,241 $5,221,517 $14,058,984  $14,055,641 $1,885,099 282.0
Breakdown of Total Appropriation by Administrative Section

Commissioner's Office and Administrative

Services 5,531,598 1,674,174 1,580,025 1,429,948 847,451 271.7
Agricultural Services Division 11,517,262 2,315,347 8,624,267 40,000 537,648 151.4
Agricultural Markets Division 1,097,430 402,256 75,337 619,837 0 5.2
Brand Board 3,741,614 0 0 3,741,614 0 66.3
Specia Purpose 709,427 0 615,377 94,050 0 1.0
Colorado State Fair 11,294,170 0 3,163,978 8,130,192 0 26.9
Conservation Board 1,329,740 829,740 0 0 500,000 35
Breakdown of Total Appropriation by Bill

HB 06-1385 30,952,121 5,204,790 10,686,121 13,286,528 1,774,682 276.2
HB 06-1132 8,000 0 8,000 0 0 0.0
HB 06-1274 537,816 0 427,816 0 110,000 5.8
HB 06-1322 500,000 0 0 500,000 0 0.0
HB 06-1384 3,163,978 0 3,163,978 0 0 0.0
SB 07-159 59,326 16,727 (226,931) 269,113 417 0.0
FY 2007-08 Total Appropriation: $36,574,593 $7,413,544  $19,344,598 $5,906,296 $3,910,155 284.0
Breakdown of Total Appropriation by Administrative Section

Commissioner's Office and Administrative

Services 8,313,411 2,357,605 1,817,577 1,281,168 2,857,061 277
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Department of Agriculture

Total General Cash Cash Funds Federal FTE

Funds Fund Funds Exempt Funds
Agricultural Services Division 11,779,184 3,693,486 7,492,604 40,000 553,094 151.4
Agricultural Markets Division 1,079,794 409,620 50,337 619,837 0 52
Brand Board 3,871,241 0 0 3,871,241 0 66.3
Specia Purpose 712,614 0 618,564 94,050 0 1.0
Colorado State Fair 9,365,516 0 9,365,516 0 0 26.9
Conservation Board 1,452,833 952,833 0 0 500,000 55
Breakdown of Total Appropriation by Bill
SB 07-239 36,432,230 9,973,947 16,761,184 5,786,944 3,910,155 284.0
SB 07-206 23,011 0 23,011 0 0 0.0
HB 07-1198 119,352  (2,560,403) 2,560,403 119,352 0 0.0
I ncrease/(Decr ease) $1,353,352  $2,192,027  $5,285,614 ($8,149,345) $2,025,056 20
Percentage Change 3.8% 42.0% 37.6% (58.0)% 107.4% 0.7%

FY 2007-08 Appropriation Highlights

1. The appropriation provides an increase in General Fund expenditures by $126,846 General Fund and
2.0 FTE for Conservation Field FTE;

2. Theappropriation providesanincreasein General Fund expendituresby $6.2 million andincreasescash
funds by a corresponding amount as a result of the State Fair losing its enterprise status, pursuant to
H.B. 06-1384 (Moneys Benefitting the State Fair); and

3. The appropriation provides an increase in General Fund expenditures by $39,672 to lease purchase
laboratory equipment for the biochemistry laboratory in the Division of Agricultural Services.

Detail of Appropriation by Administrative Section

Commissioner's Office and Administrative Services

The Commissioner's Office, in conjunction with the Colorado Agricultural Commission, isresponsiblefor the
development and implementation of agricultural policiesthroughout Colorado. The Administrative Services
section provides administrative and technical support for various programs within the Department, such as
accounting, budgeting, human resources, and computer programming. Cash funds and cash funds exempt are
generated from fees collected by various cash-funded programs within the Department.
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Commissioner's Office and Administrative Services
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds

FY 2006-07 Appropriation:
HB 06-1385 $5,390,221  $1,657,447 $1,561,710 $1,324,030 $847,034 27.7
HB 06-1274 82,051 0 82,051 0 0 0.0
SB 07-159 59,326 16,727 (63,736) 105,918 417 0.0
TOTAL $5,531,598  $1,674,174 $1,580,025 $1,429,948 $847,451 27.7
FY 2007-08 Appropriation:

FY 2006-07 Appropriation $5,531,5908  $1,674,174 $1,580,025 $1,429,948 $847,451 27.7

Federal grants 2,004,114 0 0 0 2,004,114 0.0

Salary and benefits adjustments 575,370 279,502 185,383 100,704 9,781 0.0

Adjustments for central appropriations 172,821 122,338 61,701 (14,098) 2,880 0.0

Annualize sdary survey 36,999 36,999 0 0 0 0.0

Cash fund sunset (773) 697,758 (338,102) (360,429) 0 0.0

Other changes (6,718) (4,570) (674) 5,691 (7,165) 0.0
SB 07-239 $8,313,411 $2,806,201  $1,488,333 $1,161,816  $2,857,061 27.7
HB 07-1198 0 (448,596) 329,244 119,352 0 0.0
TOTAL $8,313,411  $2,357,605 $1,817,577 $1,281,168 $2,857,061 27.7
I ncrease/(Decr ease) $2,781,813 $683,431 $237,552 ($148,780)  $2,009,610 0.0
Percentage Change 50.3% 40.8% 15.0% (10.4)% 237.1% 0.0%

S.B. 07-239 (Long Bill) I ssue Descriptions

Federal grants. The appropriation includes variousincreasesin federal fundsfor various programsrelated to
the Farm Bill, invasive plants, the national animal identification program, pest survey program, pesticide data
program, and communicable animal diseases.

Salary and benefitsadjustments. The appropriation includes additional fundsfor increasesin salary survey,
health, life, and dental insurance, and performance-based pay awards for Department employees.

Adjustments for central appropriations. The appropriation reflects the rates approved for other centrally
appropriated items by the General Assembly. Such itemsinclude thefollowing: short-term disability, S.B. 04-
257 amortization equalization disbursement, S.B. 06-235 supplemental amortization equali zation disbursement,
capital complex leased space, multiuse network payments, and purchased services from computer center. The
recommendation contains various changes in centrally appropriated line items. These centrally appropriated
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itemsincludeworkers compensation, risk management and property, vehiclelease payments, andlegal services.

Annualizesalary survey: Theappropriationincludesan additional $36,999 that representsthe salary increases
allocated to the Division for salary increases provided in FY 2006-07.

Cash fund sunset: These amounts show funding changes due to the sunset of the Inspection and Consumer
Services Cash Fund at the end of FY 2006-07. The General Fund increase includes the refinance of centrally-
appropriated line items from cash funds, aswell asthe elimination of indirect cost recoveriesto offset personal
services expenditures.

Other changes: This change includes various small changes to operating expenses.

Additional legidation: For information on additional legislation, see the "Recent Legislation” section at the
end of this department.

Agricultural Services Division

The Agricultural Services Division administers the bulk of the Department's mgor programs and various
statutory responsibilities. Pursuant to the refinancing of seven programs in the Inspection and Consumer
ServicesDivision, themagjor source of funding for thisdivisioniscash funds (63.6 percent) followed by General
Fund (31.4 percent).

Inspection and Consumer Services

There are several programs within this section. The Fruit and V egetable Inspection Program determines the
grade, size, and quality of more than two billion pounds of fruits and vegetables each year. The Consumer and
Producer Protection Program includes the following: the Farm Products Section, which assures a stable
agricultural products distribution system; the Laboratory Services Section, which provides detailed analysis of
agricultural products and related issues,; and the Measurement Standards Section, which tests and inspects al
commercia measuring devices within the State.

Animal Industry

The Animal Health Program helps protect the economic viability of livestock producers and oversees various
statewide issues related to animal welfare. These objectives are accomplished through the Veterinary and
Animal Health Lab Section, theRodent and Predatory Animal Control Section, the Bureau of Animal Protection,
and the Pet Care Facilities Program.

Plant Industry

This section manages statewide pest control programs, registers pesticides and related applicators, and inspects
plant products intended for domestic and overseas export or import to ensure they are free from pests and
disease. Despitethe elimination of General Fund dollarsfor the noxious weed management grant program, the
State Weed Coordinator still assistslocal and regional effortsto manage and control noxiousweeds. Thissection
also maintains the State's Insectary, which rears and rel eases beneficial insectsto help control insect and weed
pests.

PART IlI 24 AGRICULTURE



Agricultural ServicesDivision

Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds

FY 2006-07 Appropriation:
HB 06-1385 $11,053,497 $2,315,347 $8,270,502 $40,000 $427,648 145.6
HB 06-1132 8,000 0 8,000 0 0 0.0
HB 06-1274 455,765 0 345,765 0 110,000 58
TOTAL $11,517,262 $2,315,347 $8,624,267 $40,000 $537,648 151.4
FY 2007-08 Appropriation:

FY 2006-07 Appropriation $11,517,262 $2,315,347 $8,624,267 $40,000 $537,648 151.4

Annualize salary survey 254,344 67,029 166,733 0 20,582 0.0

Measurement truck equipment 113,720 0 113,720 0 0 0.0

Lease purchase laboratory equipment 85,992 39,672 46,320 0 0 0.0

Measurement standards laboratory

equipment 37,148 0 37,148 0 0 0.0

Aquaculture move from Agricultural Markets

Division 25,000 0 25,000 0 0 0.0

Cash fund sunset (421,375) 3,200,631  (3,621,929) 0 (77) 0.0

Other changes 24,730 182,614 (152,825) 0 (5,059) 0.0
SB 07-239 $11,636,821 $5,805,293 $5,238,434 $40,000 $553,094 151.4
SB 07-206 23,011 0 23,011 0 0 0.0
HB 07-1198 119,352 (2,111,807) 2,231,159 0 0 0.0
TOTAL $11,779,184 $3,693,486 $7,492,604 $40,000 $553,094 151.4
I ncr ease/(Decr ease) $261,922  $1,378,139  ($1,131,663) $0 $15,446 0.0
Percentage Change 2.3% 59.5% (13.1)% 0.0% 2.9% 0.0%

S.B. 07-239 (Long Bill) Issue Descriptions

Annualize salary survey: The appropriation includes an additional $254,344 that represents the salary

increases allocated to the Division in FY 2006-07.

Measurement truck equipment: The appropriation includes funds for large scale device testing equipment
including two hoists (one large, one small), two sets of weights, and two test truck bed reconfigurationsfor the

sets of weights.

L ease purchase laboratory equipment:

equipment for the Department's biochemistry laboratory.
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Measurement standards laboratory equipment: The appropriation includes funds to replace precision
|aboratory equipment for thesmall masslab, calibration of law enforcement equi pment, grain moistureanalysis,
primary/secondary mass check standards calibration, volume standards calibration, temperature standards
calibration, and laboratory space calibration.

Aquaculturemovefrom Agricultural MarketsDivision: Theappropriationincludestransferringthisprogram
from the Agricultural Markets Division.

Cash fund sunset: The appropriation includes increasing General Fund and decreases in other fund sources,
pursuant to the sunset of the Inspection and Consumer Services Cash Fund. Senate Bill 05-176 sunsets the
Inspection and Consumer Services Cash Fund, which fully finances seven programs in the Inspection and
Consumer Services Division through June 30, 2007. Pursuant to Section 35-1-106.5, C.R.S,, funding for the
affected programs will revert to the General Fund.

Other changes. The appropriation includes various changes to operating expenses from legislation.

Additional legislation: For information onadditional legislation, seethe"Recent Legislation” section at theend
of this department.

Agricultural Markets Division

This division provides marketing assistance and related support to Colorado agricultural-based businesses
competing in local, national, and international arenas. It aso coordinates various market orders, promotes
Colorado agricultural products, and worksto assist start-up or expanding food processing companieswithin the
State. Cash funds are derived from licensing fees.

Agricultural Markets Division
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $597,430 $402,256 $75,337 $119,837 $0 52
HB 06-1322 500,000 0 0 500,000 0 0.0
TOTAL $1,097,430 $402,256 $75,337 $619,837 $0 52
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $1,097,430 $402,256 $75,337 $619,837 $0 52
Annualize salary survey 8,526 8,526 0 0 0 0.0
Aquaculture move to Agricultural Services
Division (25,000) 0 (25,000) 0 0 0.0
Other changes (1,162) (1,162) 0 0 0 0.0
SB 07-239 $1,079,794 $409,620 $50,337 $619,837 $0 5.2
TOTAL $1,079,794 $409,620 $50,337 $619,837 $0 52
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Agricultural Markets Division
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
I ncrease/(Decr ease) ($17,636) $7,364 ($25,000) $0 $0 0.0
Percentage Change (1.6)% 1.8% (33.2% 0.0% n/a 0.0%

S.B. 07-239 (Long Bill) Issue Descriptions

Annualizesalary survey: Theappropriation includes an additional $8,526 that representsthe salary increases
allocated to the Division in FY 2006-07.

Aquaculturemoveto Agricultural ServicesDivision: The appropriation includestransferring this program
to the Agricultural Services Division.

Other changes. Theappropriation includesvarious small changesto personal servicesand operating expenses.

Brand Board

The Brand Board serves the livestock industry and assists the public with problems related to livestock
management. Thisdivisionasoadministersand recordslivestock brands. TheBoard alsoinspectscattle, horse,
and alternative livestock brands (such as deer and elk) to verify ownership at the time of sale, transport, or
daughter. The Brand Board is designated as an enterprise, pursuant to Section 20 of Article X of the state
constitution (TABOR), and its source of funding is fees for service.

Brand Board
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $3,741,614 $0 $103,795 $3,637,819 $0 66.3
SB 07-159 0 0 (103,795) 103,795 0 0.0
TOTAL $3,741,614 $0 $0 $3,741,614 $0 66.3
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $3,741,614 $0 $0 $3,741,614 $0 66.3
Brand trucks 148,993 0 0 148,993 0 0.0
Annualize salary survey 80,251 0 0 80,251 0 0.0
Brand books 42,141 0 0 42,141 0 0.0
Other changes (141,758) 0 0 (141,758) 0 0.0
SB 07-239 $3,871,241 $0 $0  $3871.241 $0 66.3
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Brand Board
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
TOTAL $3,871,241 $0 $0 $3,871,241 $0 66.3
I ncr ease/(Decr ease) $129,627 $0 $0 $129,627 $0 0.0
Percentage Change 3.5% n/a n/a 3.5% n/a 0.0%

S.B. 07-239 (Long Bill) Issue Descriptions

Brand trucks: The appropriation includes $148,993 cash funds exempt to replace 13 vehicles.

Annualizesalary survey: Theappropriationincludesan additional $80,251 that representsthe salary increases
allocated to the Division in FY 2006-07.

Brand books: Theappropriationincludes$42,141 to reviseand disencumber the brand records of unused brands
and publishing arevised list of all current brands.

Other changes: The appropriation includes various small changes to personal services and the indirect cost
assessment.

Special Purpose

ThisLong Bill sectioniscomprised of thefollowing program lines: the Wine Promotion Board, which promotes
winesproduced in Col orado; the V accine and Service Fund, which providesfor the vaccination of calvesagainst
brucellosis; and the Brand Estray Fund, which funds the maintenance and sale or return of stray livestock. Cash
funds are from the Colorado Wine Industry Development Fund, the Brand Estray Fund, and the Veterinary
Vaccine and Service Fund. The source of cash funds exempt is reserves from the Brand Estray Fund.

Special Purpose
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $709,427 $0 $674,777 $34,650 $0 1.0
SB 07-159 0 0 (59,400) 59,400 0 0.0
TOTAL $709,427 $0 $615,377 $94,050 $0 1.0
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $709,427 $0 $615,377 $94,050 $0 1.0
Annualize salary survey 2,149 0 2,149 0 0 0.0
Other changes 1,038 0 1,038 0 0 0.0

PART IlI 28 AGRICULTURE



Special Purpose
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
SB 07-239 $712,614 $0 $618,564 $94,050 $0 1.0
TOTAL $712,614 $0 $618,564 $94,050 $0 1.0
I ncrease/(Decr ease) $3,187 $0 $3,187 $0 $0 0.0
Percentage Change 0.4% n/a 0.5% 0.0% n/a 0.0%

S.B. 07-239 (Long Bill) Issue Descriptions

Annualizesalary survey: Theappropriation includes an additional $2,149 that representsthe salary increases
allocated to the Division in FY 2006-07.

Other changes: The appropriation includes various small changes to persona services and the indirect cost
assessment.

Colorado State Fair

This program includes personal servicesand operating expenses associated with the Colorado State Fair, which
isadministered by the State Fair Authority. The source of funding is fees collected by the Colorado State Fair
during its 11-day run each August and from non-fair events held at the fairgrounds throughout the remainder
of the year.

Pursuant to H.B. 06-1384, the State Fair Authority was provided moneys through the Colorado Travel and
Tourism Promotion Cash Fund to (1) pay down remaining state Treasury loans; (2) upon repayment of the state
Treasury loans, pay-off outstanding debt incurred to build the events center in Puebl o; (3) and provide an annual
appropriation of $550,000 for admini strative expenses, operating costs, and event promotion. Asaresult of this
legislation, the State Fair Authority lost its enterprise status upon receiving more than 10 percent of its annual
revenue in grants, pursuant to Section 20 of Article X of the Colorado Constitution (TABOR).

Colorado State Fair

Total General Cash Cash Funds Federal FTE

Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $8,130,192 $0 $0 $8,130,192 $0 26.9
HB 06-1384 3,163,978 0 3,163,978 0 0 0.0
TOTAL $11,294,170 $0 $3,163,978 $8,130,192 $0 26.9
FY 2007-08 Appropriation:

FY 2006-07 Appropriation $11,294,170 $0 $3,163,978 $8,130,192 $0 26.9
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Colorado State Fair
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
Annualize salary survey 20,338 0 20,338 0 0 0.0
Enterprise status 0 0 6,181,302 (6,181,302) 0 0.0
Cash fund reserves reduction (1,929,502) 0 0 (1,929,502) 0 0.0
Other changes (19,490) 0 (102) (19,388) 0 0.0
SB 07-239 $9,365,516 $0  $9,365,516 $0 $0 26.9
TOTAL $9,365,516 $0  $9,365,516 $0 $0 26.9
Increase/(Decr ease) ($1,928,654) $0 $6,201,538 ($8,130,192) $0 0.0
Percentage Change 17.0)% n/a 196.0% (100.0)% n/a 0.0%

S.B. 07-239 (Long Bill) I ssue Descriptions

Annualizesalary survey: Theappropriationincludesan additional $20,338 that representsthe salary increases
allocated to the Division in FY 2006-07.

Enterprise status. The funding mix was adjusted from cash funds exempt to cash funds as aresult of the State
Fair losing its enterprise status from the funds received from H.B. 06-1384 (M oneys Benefitting the State Fair).

Cash fund reservesreduction: Thischangerepresentsthedecreasein required cash fund reserves. Theamount
of cash fundsthe State Fair was required to hold in reserves was decreased as a result of funding appropriated
pursuant to H.B. 06-1384 (Moneys Benefitting the State Fair).

Other changes. The appropriation includes various small changes to personal services and the indirect cost
assessment.

Conservation Board

The Conservation Board is responsible for providing administrative and fiscal oversight to Colorado's
conservation districts. The Board also coordinates various federal programs related to natural resource issues,
provides guidance on stream bank erosion, and assists farmers and ranchersin implementing avariety of water
and energy efficiency practices.

Conservation Board
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $1,329,740 $829,740 $0 $0 $500,000 35
TOTAL $1,329,740 $829,740 $0 $0 $500,000 35
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Conservation Board
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $1,329,740 $829,740 $0 $0 $500,000 35
Conservation Field FTE 118,494 118,494 0 0 0 2.0
Annualize salary survey 5,900 5,900 0 0 0 0.0
Other changes (1,301) (2,301) 0 0 0 0.0
SB 07-239 $1,452,833 $952,833 $0 $0 $500,000 5.5
TOTAL $1,452,833 $952,833 $0 $0 $500,000 55
I ncrease/(Decr ease) $123,093 $123,093 $0 $0 $0 2.0
Percentage Change 9.3% 14.8% n/‘a n/a 0.0% 57.1%

S.B. 07-239 (Long Bill) I ssue Descriptions

Conservation Field FTE: The appropriation includes funds and 2.0 FTE to work with conservation districts
to deliver conservation practices to private lands.

Annualizesalary survey: Theappropriation includesan additional $5,900 that representsthe salary increases
allocated to the Division in FY 2006-07.

Other changes: The appropriation includes various small changes to personal services.

Recent L egidation

2006 Session Bills

H.B. 06-1132: Allowsimpounding agencies to sell animals being housed due to charges of neglect, cruelty,
abandonment, fighting, or unlawful ownership of a dangerous dog. Prior to the sale, the impounding agency
must notify the owner by mail, if thereisaknown address, or through a notice in the newspaper. Appropriates
$8,000 cash funds to the Department of Agriculture for FY 2006-07.

H.B. 06-1213: Supplemental appropriation for FY 2005-06.
H.B. 06-1274: Makes changes to the regulation of pesticide applicators. Appropriates $427,816 cash funds,
$110,000 federal funds, and 5.8 FTE to the Department of Agriculture for FY 2006-07. Also appropriates

$76,051 cash funds exempt and 0.8 FTE to the Department of Law from the funds appropriated to the
Department of Agriculture in FY 2006-07.
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H.B. 06-1322: Creates the Agriculture Vaue-added Cash Fund and, for FY 2006-07, FY 2007-08, and FY
2008-09, transfers $500,000 from the Operational Account of the Severance Tax Trust Fund into this Fund.
Appropriates $500,000 cash funds exempt from the Agriculture Value-added Cash Fund to the Department of
Natural Resourcesin FY 2006-07 to promote agricultural energy-related projects and research.

H.B. 06-1384: Contingent upon the passage of H.B. 06-1201, changesthe all ocation of the Unclaimed Property
Tourism Promotion Trust Fund interest to provide additional moneys to the state fair through the Colorado
Travel and Tourism Promotion Fund. Moneys provided to the Colorado State Fair are prioritized as follows:
(1) State Treasury loans to the state fair are to be paid down with remaining funds; (2) upon repayment of the
state Treasury loans, any remaining funds are to pay off outstanding debt incurred by the Colorado State Fair
Authority to build the events center in Pueblo; (3) upon payment of all debt, $550,000 is provided annually for
administrative expenses, operating costs, and event promotion; and, (4) after the third fiscal year (in FY 2009-
10) only the $550,000 for administrative, operating, and promotional costs are authorized. Appropriates
$3,163,978 cash fundsfrom the Colorado Travel and Tourism Promotion Fund to the Department of Agriculture,
Colorado State Fair, for FY 2006-07. Also makes afunding adjustment to the Office of the Governor from this
funding source for FY 2006-07.

H.B. 06-1385: General appropriations act for FY 2006-07.

H.B. 06-1393: Createsthe Conservation District Grant Fund. Annually transfers $450,000 from the Operational
Account of the Severance Tax Trust Fund to this newly created fund starting in FY 2006-07. Continuously
appropriates these moneysto the Department of Agriculturefor the Natural Resources Conservation Matching
Grants Program.

2007 Session Bills
S.B. 07-159: Supplemental appropriation for FY 2006-07.

S.B. 07-206: CreatestheBiological Pest Control Cash Fund and permitsthe Agriculture Commission to set and
collect feesfor the services provided through the Biological Pest Control Program. Appropriates $23,011 cash
funds from the Biological Pest Control Cash Fund to the Agricultural Services Division for FY 2007-08.

S.B. 07-239: General appropriations act for FY 2007-08.

H.B. 07-1198: Extends the Commissioner of Agriculture's ability, in conjunction with the members of the
Colorado Agriculture Commission, toincreasefeesrel ated to Inspection and Consumer Services (ICS) programs
to fund its programs direct and indirect costs. Subsidizes|CS programs with General Fund in relation to how
much the services provided by each program benefits the common good as compared to a specific industry.
Prior to 2004, ICS programs received 100 percent General Funding. However due to the state's budget crisis,
S.B. 03-297 wasenacted which refinanced these programsaway from General Fund to 100 percent cash funding.
In 2005, S.B. 05-176 was enacted which extended the ICS Cash Fund with a sunset date of June 30, 2007. After
thisdate, reduced fees established by statute will be collected by the Department of Agriculture and transmitted
to the General Fund. Thisaction would significantly reduce revenue generated from the program’ s current fee
structures. House Bill 07-1198 effectively decreasesthe General Fund expenditure by $2,560,403and 32.9 FTE
and increases expenditures from the ICS Cash Fund by $2,679,755 and 32.9 FTE — which includes $119,352
inindirect cost assessments. Inaddition, the bill removesthe Butcher's Law license exemption and amendsthe
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methods of fee collection for both the ICS Division and the Brand Board. Thefollowingtable outlinesthefiscal
impact of thisbill:

Division GF CF CFE FF Total
Agricultural Services ($2,111,807)  $2,231,159 $0 $0 $119,352
FTE (32,9 329 0.0 0.0 0.0
Commissioner's Office ($448,596) $329,244 $119,352 $0 $0
FTE 0.0 0.0 0.0 0.0 0.0
Tota ($2,560,403) $2,560,403 $119,352 $0 $119,352
FTE (32.9) 329 0.0 0.0 0.0
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DEPARTMENT OF CORRECTIONS

The Department is responsible for the following activities:

Managing, supervising, and controlling the correctional facilities operated and supported by the State;
Supervising the population of offenders placed in the custody of the Department, including inmates,
offenders on parole, and transition inmates who are placed into community corrections programs;
Planning for the projected, long-range needs of the institutions under the Department's control; and
Devel oping educational programs, treatment programs, and correctional industrieswithinthefacilities,
which have arehabilitative or therapeutic value for inmates, and which supply necessary products for
state institutions and other public purposes, as provided by law.

The Department is comprised of the following divisions:

Management
Institutions

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

S N S I o

Department Budget: Recent Appropriations

Funding Sour ce FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
Genera Fund $496,830,470 $535,840,416 $584,748,410 $636,471,480
Cash Funds 2,371,727 1,939,302 2,628,871 2,974,432
Cash Funds Exempt 54,888,964 52,737,807 60,986,913 62,569,247
Federal Funds 1,274,655 1,680,845 2,364,740 2,143,197

Total Funds $555,365,816 $592,198,370 $650,728,934 $704,158,356

Full Time Equiv. Staff 5,880.5 5,910.4 6,098.1 6,339.9

General Factors Driving the Budget

Funding for thisdepartment includes 90.4 percent General Fund, 0.4 percent cash funds, 8.9 percent cash funds
exempt, and 0.3 percent federal funds. Factors driving the budget are reviewed below.
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Population Increase - Impact on Operating

The growth in theinmate population isthe primary factor driving the Department of Corrections budget. This
population includes inmates who are housed in state-operated prisons, in private prisons, and in transition
community corrections placements.

FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08
Actual Actual Actual Actual Estimate Estimate

Y ear End Inmate Population 18,846 19,569 20,704 22,012 23,065 24,448

Percent Change n/a 3.8% 5.8% 6.3% 4.8% 6.0%

Population Impacts—Jail Backlog

Jail backlog occurswhen inmates are sentenced to the Department of Corrections (DOC) and the capacity does
not exist in state prisonsor private contract facilitiesto hold them. Intheseinstances, countieshold theinmates
inthe county jail until the DOC hasthe capacity to take them. Pursuant to Section 17-1-112, C.R.S., the DOC
is required to reimburse the counties for holding these inmates, subject to available appropriations. The
following information highlights the jail backlog paymentsin recent years.

FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08

Actual Actual Actual Actual Estimate Estimate
Average County Jail Backlog 433 463 721 799 508 380
Cost of Jail Backlog $8,169,693 $7,861,908  $12,265,585 $13,860,374 $9,080,220 $6,885,991
Daily Reimbursement Rate $51.65 $46.49 $46.49 $47.42 $48.96 $49.69
Percent Rate Increase/(Decrease) n/‘a (10.00% 0.0% 2.0% 3.2% 1.5%

Population Impacts— In-State Private Prison Contracts

In the early 1990s, the DOC began contracting with private prison operators in order to reduce the number of
inmatesin thejail backlog while state facilities were being constructed. The following information highlights
the in-state private payments in recent years.

FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08
Actual Actual Actual Actual Estimate Estimate
Average Daily Population 2,447 2,893 2,812 3,797 4,572 4,809
Cost of Private Contracts $46,854,454 $53,190,046 $50,865,321 $69,679,801 $86,632,651 $92,477,885
Daily Reimbursement Rate $52.47 $50.37 $49.56 $50.28 $51.91 $52.69
Percent Rate
Increase/(Decrease) n/a (4.00% (1.6)% 1.5% 3.2% 1.5%

* InFY 2004-05, an average daily population of 2,812 inmateswere funded for in-state private prisons at acost of $49.56 per inmate
per day. In addition to these inmates, $2,298,162 was spent to place an average daily population of 123 inmates in an out-of-state
private prison at a cost of $51.00 per inmate per day. The Department has contracted with a private prison provider in Oklahoma at
arate of $54.00 per inmate per day for FY 2006-07 and FY 2007-08.
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Population I mpacts— I mpact on Capital Construction and Certificates of Participation
Popul ation increases have resulted in the need to build or renovate several prisons. Thefollowing information
highlights the capital construction appropriations for prison capacity expansion in recent years.

FY 01-02 FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08
Approp. Approp. COP Approp. Approp. Approp. Approp.

Authorization

Capital Appropriation  $12,824,368 $0 $102,800,000 $0 $0  $9,000,000 $52,357,136

Par ole Population I ncrease
The parole population also has an impact on the Department of Corrections budget. Since FY 1993-94, the
population has grown at a compound annual rate of 9.1 percent.

FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08
Actual Actual Actual Actual Estimate Estimate

Y ear End Parole Population 4,858 5,224 5,714 6,551 7,527 8,501

Percent Change n/a 7.5% 9.4% 14.6% 14.9% 12.9%

Inmate and Par ole Population | mpacts — Community Services

An expanding population resultsin anincrease in the number of inmates placed on community correctionsand
parole. Community corrections allows inmates to transition to the community while still classified asaDOC
inmate. Inmates assigned to community corrections are either placed in a halfway house or in an intensive
supervision program (1SP). The Department of Correctionsis responsible for supervision of these offenders.

Pursuant to the provisions of S.B. 03-252, parolees can be revoked to the DOC for 180 days for a technical
revocation (arevocation that was not the result of the commission of anew offense), provided that the parolee
was serving parolefor anonviolent offense. These offendersare placed in " community return to custody" beds,
whicharefunded with appropriationsto the Department of Corrections. Other community correctionsprograms
are funded with appropriations made to the Division of Criminal Justice in the Department of Public Safety.

Inmates are released to parole based on the discretion of the Parole Board, or under mandatory parole statutes,
depending on the statutes under which they were sentenced. Therearetwo typesof parole, regular andintensive
supervision. The following information highlights the recent community corrections and parole activity.

FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08

Actual Actual Actual Actual Approp. Approp.
Community Corrections Supervision $9,076,660 $9,163,004 $10,327,145 $11,192,699 $12,712,035  $14,340,280
Percent Change n/a 1.0% 12.7% 8.4% 13.6% 12.8%
Community Return to Custody Beds n‘a $592,696 $1,934,068 $3,045,564 $3,818,534 $4,725,382
Percentage Change n/a n/a 226.3% 57.5% 25.4% 23.7%
Parole Supervision $10,044,407 $10,454,716 $10,860,777 $12,421,568 $15,225,631  $18,029,932
Percent Change n/a 4.1% 3.9% 14.4% 22.6% 18.4%
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Summary of FY 2006-07 and FY 2007-08 Appropriations

Department of Corrections

Total General Cash Cash Funds Federal
Funds Fund/1 Funds Exempt Funds FTE
FY 2006-07 Total Appropriation: $650,728,934 $584,748,410 $2,628,871  $60,986,913 $2,364,740 6,098.1

Breakdown of Total Appropriation by Administrative Section

Management 162,468,381 157,622,806 0 4,327,391 518,184 86.9
Ingtitutions 344,175,405 342,900,845 224,679 969,881 80,000 4,783.5
Support Services 24,555,419 23,983,572 470,769 101,078 0 295.0
Inmate Programs 35,933,104 30,234,177 1,933,423 2,654,121 1,111,383 417.6
Community Services 29,701,951 28,855,609 0 191,169 655,173 322.6
Parole Board 1,151,401 1,151,401 0 0 0 135
Correctiona Industries 39,097,780 0 0 39,097,780 0 151.0
Canteen Operation 13,645,493 0 0 13,645,493 0 28.0

Breakdown of Total Appropriation by Bill

HB 06-1385 643,770,510 583,091,854 1,970,686 57,577,872 1,130,098 6,093.6
SB 02-50 748,721 748,721 0 0 0 0.0
HB 02-1038 770,976 770,976 0 0 0 0.0
HB 02-1283 27,251 27,251 0 0 0 0.0
HB 02-1396 27,251 27,251 0 0 0 0.0
HB 02S51-1006 32,822 32,822 0 0 0 0.0
HB 03-1138 56,436 56,436 0 0 0 0.0
HB 03-1213 28,818 28,818 0 0 0 0.0
HB 03-1317 56,436 56,436 0 0 0 0.0
HB 04-1003 61,200 61,200 0 0 0 0.0
HB 04-1021 19,445 19,445 0 0 0 0.0
SB 06-22 71,806 71,806 0 0 0 0.7
HB 06-1315 4,480 4,480 0 0 0 0.0
SB 07-160 5,052,782 (249,086) 658,185 3,409,041 1,234,642 38
FY 2007-08 Total Appropriation: $704,158,356 $636,471,480 $2,974,432  $62,569,247 $2,143,197 6,339.9

Breakdown of Total Appropriation by Administrative Section

M anagement 187,396,406 182,279,075 0 4,599,147 518,184 92.0

Ingtitutions 362,885,511 361,600,951 234,679 969,881 80,000 4,959.4
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Department of Corrections
Total General Cash Cash Funds Federal
Funds Fund/1 Funds Exempt Funds FTE

Support Services 26,217,064 25,639,997 471,370 105,697 0 302.4
Inmate Programs 38,050,618 32,134,817 2,268,383 2,722,578 924,840 419.5
Community Services 34,190,940 33,409,373 0 161,394 620,173 369.4
Parole Board 1,407,267 1,407,267 0 0 0 135
Correctiona Industries 40,027,684 0 0 40,027,684 0 155.0
Canteen Operation 13,982,866 0 0 13,982,866 0 28.7
Breakdown of Total Appropriation by Bill

SB 07-239 702,876,269 635,194,353 2,969,472 62,569,247 2,143,197 6,339.9
HB 03-1004 118,516 118,516 0 0 0 0.0
HB 03-1138 107,228 107,228 0 0 0 0.0
HB 03-1213 56,436 56,436 0 0 0 0.0
HB 03-1317 84,654 84,654 0 0 0 0.0
HB 04-1003 61,200 61,200 0 0 0 0.0
HB 04-1016 27,824 27,824 0 0 0 0.0
HB 04-1021 42,425 42,425 0 0 0 0.0
SB 06-206 53,626 53,626 0 0 0 0.0
SB 06-207 53,626 53,626 0 0 0 0.0
HB 06-1011 160,878 160,878 0 0 0 0.0
HB 06-1092 134,065 134,065 0 0 0 0.0
HB 06-1145 26,813 26,813 0 0 0 0.0
HB 06-1151 26,813 26,813 0 0 0 0.0
HB 06-1326 187,691 187,691 0 0 0 0.0
SB 06S1-4 26,813 26,813 0 0 0 0.0
SB 06S1-5 53,626 53,626 0 0 0 0.0
SB 06S1-7 26,813 26,813 0 0 0 0.0
HB 07-1343 4,960 0 4,960 0 0 0.0
HB 07-1358 28,080 28,080 0 0 0 0.0
Increase/(Decr ease) $53,429,422  $51,723,070 $345,561 $1,582,334 (%$221,543) 241.8
Percentage Change 8.2% 8.8% 13.1% 2.6% (9.4)% 4.0%

1/ For FY 2006-07, includes $582,885 that is exempt from the statutory limit on state General Fund appropriations pursuant to
Section 24-75-201.1 (1) (a) (111) (B), C.R.S., due to the settlement of a class action lawsuit.
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FY 2007-08 Appropriation Highlights:

1.

10.

11.

12.

13.

The appropriation provides $21.6 million General Fund for salary and benefits adjustments for salary
survey; performance-based pay; health, life, and dental insurance; amortization equalization
disbursement; supplemental amortization equalization disbursement; and shift differential.

The appropriation adds $8.4 million General Fund for increases to reimburse private prison providers
based on the anticipated casel oad growth to the private prison popul ation using the Legislative Council
Staff inmate population projections.

Theappropriationadds$7.6 million General Fund associated with bringing bedsonlineat state-operated
prisonsin FY 2006-07. These beds are being used to double bunk male inmates, and they were only
funded for apartial year in FY 2006-07. The additional funds are required in FY 2007-08 to pay for a
full year of costs associated with these beds.

The appropriation provides $3.2 million General Fund associated with additional parole officers and
community corrections officers based on the projected caseload of offendersin these programs.

The appropriation provides $3.0 million General Fund associated with bringing beds online at the La
VistaCorrectional Facilityin FY 2006-07. Thebedswereonly funded for apartial year in FY 2006-07.
The additional funds are required in FY 2007-08 to pay for afull year of costs associated with these
beds.

The appropriation adds $2.2 million for medical expenses associated with a growth in the inmate
popul ation.

The appropriation adds $1.7 million General Fund for staff to supervise 76 female inmateswho will be
double bunked at the Denver Women's Correctiona Facility in FY 2007-08.

The appropriation adds $1.6 million General Fund associated with a provider rate increase for county
jails and in-state private prison providers.

The appropriation adds $1.5 million General Fund for additional housing and security staff and
additional prison maintenance expenses.

The appropriation provides $1.2 million General Fund for medical and food inflation.
The appropriation provides $1.1 million General Fund to annualize supplemental appropriations for
additional parole officers, additional resources to comply with a class action lawsuit settlement

agreement, and additional staff to supervise inmates placed out of state.

The appropriation includes areduction of $3.5 million to eliminate one-time funds appropriated in FY
2006-07.

The appropriation includes areduction of $1.6 million General Fund associated with the Joint Budget
Committee policy for a 0.5 percent reduction to personal serviceslineitems.
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Detail of Appropriation by Administrative Section

M anagement

The Management Division contains the main departmental management functions including the Executive
Director's Office and the External Capacity Subprogram. Cash funds and cash funds exempt funding are
primarily from Correctional Industries sales revenue, Canteen Operation sales revenue, the Sex Offender
Surcharge Fund, and the Victims Assistance and Law Enforcement funds.

Management
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $163,863,602 $159,192,309 $0  $4,265,444 $405,849 85.6
SB 07-160 (1,395,221)  (1,569,503) 0 61,947 112,335 13
TOTAL $162,468,381 $157,622,806 $0  $4,327,391 $518,184 86.9
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $162,468,381 $157,622,806 $0  $4,327,391 $518,184 86.9
Salary and benefits adjustments to centrally
appropriated lineitems 22,280,062 21,646,418 0 633,644 0 0.0
External capacity caseload increase 8,484,224 8,484,224 0 0 0 1.5
Provider rate increase 1,560,289 1,560,289 0 0 0 0.0
Central impact of various decision items 732,093 732,093 0 0 0 0.0
Miscellaneous common policies 372,846 389,629 0 (16,783) 0 0.0
Leap year adjustment 303,992 303,992 0 0 0 0.0
Miscellaneous adjustmentsto annualize
prior year decisions 211,971 211,971 0 0 0 1.4
Inspector general increase due to growing
caseload 144,370 144,370 0 0 0 2.2
Distribution of FY 2006-07 salary and
benefits adjustments (9,134,174)  (8,789,069) 0 (345,105) 0 0.0
Personal services reduction (30,101) (30,101) 0 0 0 0.0
Eliminate one-time appropriation (25,627) (25,627) 0 0 0 0.0
SB 07-239 $187,368,326 $182,250,995 $0 $4,599,147 $518,184 92.0
HB 07-1358 28,080 28,080 0 0 0 0.0
TOTAL $187,396,406 $182,279,075 $0 $4,599,147 $518,184 92.0
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M anagement
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
I ncrease/(Decr ease) $24,928,025 $24,656,269 $0 $271,756 $0 5.1
Percentage Change 15.3% 15.6% n/a 6.3% 0.0% 5.9%

S.B. 07- 239 (Long Bill) Issue Descriptions

Salary and benefitsadjustmentsto centrally appropriated lineitems: Theappropriationincludesincreases
for salary survey; performance-based pay; hedlth, life, and dental insurance; amortization equalization
disbursement; supplemental amortization equalization disbursement; and shift differential. Theseamountsare
appropriated to the Executive Director's Office for allocation to all staff in the Department in FY 2007-08.

External capacity caseload increase: Theincreaseincludesadditional fundsto support ahigher averagedaily
population in private prisons based on the December 2006 Legislative Council Staff inmate population
projections, with an adjustment for $3.0 million in estimated savings for items in the Governor's recidivism
reduction and offender diversion package. Thisincrease also includes approximately $100,000 General Fund
and 1.5 FTE for the private prison monitoring unit based on projected growth in the average daily population
of inmates housed in private prisons.

Provider rateincrease: The appropriation includesfunding to support a 1.5 percent increasein therates paid
to in-state private prison providers, county jails, and community corrections residential programs pursuant to
the provisions of S.B. 03-252.

Central impact of variousdecision items: Theappropriationincludeshealth, life, and dental insurance; short-
term disability insurance; amortization equalization disbursement; and leased space increases associated with
various decision items to increase staff throughout the Department.

Miscellaneous common policies: The appropriation includes adjustmentsto thefollowing lineitems affected
by common policies approved by the Joint Budget Committee: workers compensation, payments to risk
management and property funds, legal services, leased space, and Capitol complex |leased space.

L eap year adjustment: The appropriation includes an adjustment necessary to account for an additional day
of servicesand contractual obligationsfor inmateshousedin private prisonsand county jailsdueto FY 2007-08
being aleap year.

Miscellaneousadjustmentstoannualizeprior year decisions: Theappropriationincludesfunding necessary
in FY 2007-08 to provide a full year of funding for items that were only funded for a partial year in
FY 2006-07. These items included FY 2006-07 funding for private prison monitors, funding for employee
benefits (health, life, and dental) for FTE associated with additional state beds that were brought online at the
LaVistaCorrectional Facility, andfour state-owned prisonsto accommodate additional doublebunking of male
inmates in those facilities.
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Inspector general increase due to growing caseload: The appropriation includes funding to support
additional inspectors based on inmate population growth.

Distribution of FY 2006-07 salary and benefitsadjustments. The appropriation includesareductionfor the
Management Division which reflects salary survey allocations that were made to other divisions throughout
the Department for FY 2006-07.

Per sonal servicesreduction: Theappropriationincludesa0.5 percent reduction to personal serviceslineitems
in accordance with the common policy for these line items.

Eliminateone-timeappropriation: Theappropriation eliminatesone-timeappropriationsmadein FY 2006-07
for additional inspector general staff and private prison monitoring staff.

Additional legidlation: For information on additional legislation, see the "Recent Legislation” section at the
end of this department.

I nstitutions

The Institutions Division includes all cost centers directly attributable to the operation of the State's adult
correctional facilities. These subprogram cost centersinclude utilities, maintenance, housing and security, food
services, medical services, superintendents, the Youth Offender System, and the specialized San Carlos
Correctional Facility. The cash funds are primarily from fees charged for inmate medical costs. The cash funds
exempt are primarily from utilities costs associated with Correctional Industries programs. The federal funds
are primarily from donated U.S. Department of Agriculture foods.

I nstitutions

Total General Cash Cash Funds Federal

Funds Fund 1/ Funds Exempt Funds FTE
FY 2006-07 Appropriation:
HB 06-1385 $342,739,549 $341,350,761 $224,679 $1,084,109 $80,000 4,789.8
SB 02-50 748,721 748,721 0 0 0 0.0
HB 02-1038 770,976 770,976 0 0 0 0.0
HB 02-1283 27,251 27,251 0 0 0 0.0
HB 02-1396 27,251 27,251 0 0 0 0.0
HB 02S51-1006 32,822 32,822 0 0 0 0.0
HB 03-1138 56,436 56,436 0 0 0 0.0
HB 03-1213 28,818 28,818 0 0 0 0.0
HB 03-1317 56,436 56,436 0 0 0 0.0
HB 04-1003 61,200 61,200 0 0 0 0.0
HB 04-1021 19,445 19,445 0 0 0 0.0
SB 07-160 (393,500) (279,272) 0 (114,228 0 (6.3)
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I nstitutions
Total General Cash Cash Funds Federal
Funds Fund 1/ Funds Exempt Funds FTE

TOTAL $344,175,405 $342,900,845 $224,679 $969,881 $80,000 4,783.5
FY 2007-08 Appropriation:

FY 2006-07 Appropriation $344,175,405 $342,900,845 $224,679 $969,881 $80,000 4,783.5

Annualize double bunking appropriation

for FY 2006-07 6,428,908 6,428,908 0 0 0 123.2

FY 2006-07 salary and benefits adjustments 6,364,981 6,364,981 0 0 0 0.0

Annualize additional beds at the La Vista

Correctional Fecility 2,423,500 2,423,500 0 0 0 34.8

Medical increases based on casel oad

growth 2,249,147 2,249,147 0 0 0 0.0

Double bunk female inmates at Denver

Women's Correctional Facility 1,444,746 1,444,746 0 0 0 16.8

Housing and security staff increase 942,490 942,490 0 0 0 0.0

Medical inflation 916,098 916,098 0 0 0 0.0

Maintenance operating expenses 400,000 400,000 0 0 0 0.0

Food inflation 229,290 229,290 0 0 0 0.0

Annualize supplemental appropriations 197,323 197,323 0 0 0 11

Caseload increase for laundry operating

expenses and dress out expenses 191,399 191,399 0 0 0 0.0

Annualize FY 2006-07 funding 40,584 40,584 0 0 0 0.0

Eliminate one-time appropriation (1,848,668) (1,848,668) 0 0 0 0.0

Personal services reduction (1,269,692) (1,268,569) (1,223) 0 0 0.0

Reduction for five-year statutory

appropriations (1,249,047) (1,249,047) 0 0 0 0.0

Fund mix adjustment 0 (11,123) 11,123 0 0 0.0
SB 07-239 $361,636,464 $360,351,904 $234,679 $969,881 $80,000 4,959.4
HB 03-1004 118,516 118,516 0 0 0 0.0
HB 03-1138 107,228 107,228 0 0 0 0.0
HB 03-1213 56,436 56,436 0 0 0 0.0
HB 03-1317 84,654 84,654 0 0 0 0.0
HB 04-1003 61,200 61,200 0 0 0 0.0
HB 04-1016 27,824 27,824 0 0 0 0.0
HB 04-1021 42,425 42,425 0 0 0 0.0
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I nstitutions

Total General Cash Cash Funds Federal

Funds Fund 1/ Funds Exempt Funds FTE
SB 06-206 53,626 53,626 0 0 0 0.0
SB 06-207 53,626 53,626 0 0 0 0.0
HB 06-1011 160,878 160,878 0 0 0 0.0
HB 06-1092 134,065 134,065 0 0 0 0.0
HB 06-1145 26,813 26,813 0 0 0 0.0
HB 06-1151 26,813 26,813 0 0 0 0.0
HB 06-1326 187,691 187,691 0 0 0 0.0
SB 06S1-4 26,813 26,813 0 0 0 0.0
SB 06S1-5 53,626 53,626 0 0 0 0.0
SB 06S1-7 26,813 26,813 0 0 0 0.0
TOTAL $362,885,511 $361,600,951 $234,679 $969,881 $80,000 4,959.4
Increase/(Decr ease) $18,710,106  $18,700,106 $10,000 $0 $0 175.9
Percentage Change 5.4% 5.5% 4.5% 0.0% 0.0% 3.7%

1/ For FY 2006-07, includes $455,430 that is exempt from the statutory limit on state General Fund appropriations pursuant to
Section 24-75-201.1 (1) (a) (111) (B), C.R.S., due to the settlement of a class action lawsuit.

S.B. 07- 239 (Long Bill) Issue Descriptions

Annualize double bunking appropriation for FY 2006-07: The appropriation includes an increase
associated with bringing beds online at state-operated prisonsin FY 2006-07. These beds are being used to
double bunk male inmates. The beds were only funded for a partial year in FY 2006-07. As such, additional
funds are required in FY 2007-08 to pay for afull year of costs associated with these beds.

FY 2006-07 salary and benefits adjustments. The appropriation includes salary survey increases allocated
to FTE in state-owned prisons in FY 2006-07.

Annualize additional beds at the La Vista Correctional Facility: The appropriation includes an increase
associated with bringing beds online at the La Vista Correctional Facility in FY 2006-07. The bedswere only
funded for apartial year in FY 2006-07. As such, additional funds arerequired in FY 2007-08 to pay for afull
year of costs associated with these beds.

Medical increasesbased on caseload growth: The appropriation includesincreases associated with medical
expenses for inmates based on projected growth in the inmate popul ation.

Doublebunk femaleinmatesat Denver Women'sCor rectional Facility: Theappropriationincludesfunding
to begin double bunking 76 beds at the Denver Women's Correctional Facility.
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Housing and security staff increase: The appropriation includesfunding for the Department to fill 25 vacant
correctional officer positions that are vacant because of insufficient funding for the Housing and Security
Subprogram. These staff will supervise inmates in the housing units.

Medical inflation: The appropriation includes increases associated with the common policy to provide a
2.0 percent increase for medical inflation.

Maintenance operating expenses: The appropriation includes a $400,000 increase to partially restore
$470,000 of operating expense budget reductions from the 2003 legislative session. This appropriation will
providefunding for the Department to perform routine maintenance at the 23 state-owned and operated prisons.
The maintenance is typically performed by inmates with the supervision of correctional officers in the
Maintenance Subprogram.

Food inflation: The appropriation includes a 1.8 percent increase for food expenses in accordance with the
common policy for food expensesin institutional facilities.

Annualize supplemental appropriations. The appropriation includesfunding associated with the settlement
of aclassaction lawsuit related to the American'swith Disabilities Act. Thisfunding was provided for apartial
year in FY 2006-07, and afull year of funding is necessary in FY 2007-08.

Caseload increase for laundry operating expenses and dress out expenses. The appropriation includes
additional funding, based on inmate population growth, for clothing and dress out expenses for inmates who
are released from prison (clothing, bus ticket, and $100).

Annualize FY 2006-07 funding: The appropriation annualizes funding provided in FY 2006-07 for two
purposes: (a) additional mental health staff in response to the growing casel oad of mentally ill offendersinthe
criminal justice system; and (b) additional staff to work in the Legal Access program, based on the growing
population of inmates.

Eliminate one-timeappropriation: The appropriation eliminates funds that were appropriated on aone-time
basisin FY 2006-07. These fundswere appropriated to bring bedsonline at the LaVista Correctional Facility
and double bunk of male inmates at four state-owned correctional facilities.

Personal services reduction: The appropriation includes a 0.5 percent reduction in accordance with the
common policy for personal serviceslineitems.

Reduction for five-year statutory appropriations: Theappropriation was adjusted to reflect the funding that
will be provided to the Department of Corrections statutorily in FY 2007-08 for criminal sentencing bills that
were enacted in prior legislative sessions.

Fund mix adjustment: The appropriation includes afund mix adjustment based on an estimated increase in
cash revenue from inmate fees for the Medical Services Subprogram.

Additional legislation: For information on additional legislation passed during the 2006 and 2007 legidlative
sessions, see the "Recent Legislation" section at the end of this department.
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Support Services

The Support Services Division includes business operations, personnel, offender services, communications,
transportation, training, information systems, and facility services. Funding for the Support Services Division
15 97.8 percent General Fund. The cash funds and cash funds exempt are primarily from sales from Canteen

Operations and Correctional Industries.

Support Services
Total General Cash Cash Funds Federal FTE
Funds Funds 1/ Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $24,116,063  $23,531,003 $470,769 $114,291 $0 289.9
HB 06-1315 4,480 4,480 0 0 0 0.0
SB 07-160 434,876 448,089 0 (13,213) 0 5.1
TOTAL $24,555,419  $23,983,572 $470,769 $101,078 $0 295.0
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $24,555,419  $23,983,572 $470,769 $101,078 $0 295.0
FY 2006-07 salary and benefits adjustments 884,156 884,156 0 0 0 0.0
Information technol ogy maintenance
contracts 400,000 400,000 0 0 0 0.0
Transportation and offender services
funding for inmate population growth 248,996 248,996 0 0 0 20
Annualize double bunking appropriation
for FY 2006-07 241,389 241,389 0 0 0 3.0
Annualize supplemental appropriations 166,109 166,109 0 0 0 1.7
Annualize miscellaneous supplemental
appropriations 111,809 111,809 0 0 0 0.0
Annualize additional beds at the La Vista
Correctional Fecility 81,130 81,130 0 0 0 0.7
Administrative impacts of staff increases 73,361 73,361 0 0 0 0.0
Fund mix adjustment 0 (2,590) 2,955 (365) 0 0.0
Eliminate one-time appropriation (436,222) (436,222) 0 0 0 0.0
Personal services reduction (87,108) (84,750) (2,354) (4) 0 0.0
Common policy adjustments (21,975) (26,963) 0 4,988 0 0.0
SB 07-239 $26,217,064  $25,639,997 $471,370 $105,697 $0 3024
TOTAL $26,217,064  $25,639,997 $471,370 $105,697 $0 302.4
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Support Services
Total General Cash Cash Funds Federal FTE
Funds Funds 1/ Funds Exempt Funds
Increase/(Decr ease) $1,661,645 $1,656,425 $601 $4,619 $0 74
Percentage Change 6.8% 6.9% 0.1% 4.6% n/a 2.5%

1/ For FY 2006-07, includes $127,455 that is exempt from the statutory limit on state General Fund appropriations pursuant to
Section 24-75-201.1 (1) (a) (111) (B), C.R.S., due to the settlement of a class action lawsuit.

S.B. 07- 239 (Long Bill) I ssue Descriptions

FY 2006-07 salary and benefits adjustments: The appropriation includes an increase that reflectsthe salary
increases allocated to the Division in FY 2006-07.

I nfor mation technology maintenance contracts. The appropriation includes funding to support contractual
increases in maintenance contracts for the Department's computer systems.

Transportation and offender servicesfunding for inmate population growth: The appropriation includes
funding for the Department to lease two additional busesin FY 2007-08, for additional transportation staff, and
for additional staff to work in the Offender Services Subprogram based on workload increases associated with
the growing inmate popul ation.

Annualizedoublebunkingappropriation for FY 2006-07: Theappropriationincludesanincreaseassoci ated
with bringing beds online at state-operated prisonsin FY 2006-07. These beds are being used to double bunk
male inmates. The beds were only funded for a partial year in FY 2006-07. As such, additional funds will be
required in FY 2007-08 to pay for afull year of costs associated with these beds.

Annualize supplemental appropriations: The appropriation annualizes funding for support services for
additional staff (vehicles and communications expenses) that were approved as a supplemental appropriation
in FY 2006-07.

Annualizemiscellaneoussupplemental appr opriations. Theappropriationincludesfunding to support afull-
year of funding for supplemental appropriations that were only funded for a partial year in FY 2006-07. The
supplemental funding was provided for a lawsuit settlement agreement related to the American's with
Disabilities Act, staff in the private prison monitoring unit, and additional parole officers.

Annualize additional beds at the La Vista Correctional Facility: The appropriation includes an increase
associated with bringing beds online at the LaVista Correctional Facility in FY 2006-07. The bedswere only
funded for a partial year in FY 2006-07. As such, additional funds will be required in FY 2007-08 to pay for
afull year of costs associated with these beds.

Administrative impacts of staff increases: The appropriation includes adjustments for communication
services payments and vehicle lease payments for various staffing increases.

Eliminate one-timeappropriation: The appropriation eliminates funds that were appropriated on aone-time
basisfor FY 2006-07.
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Personal services reduction: The appropriation includes a 0.5 percent reduction in accordance with the
common policy for personal serviceslineitems.

Common policy adjustments: The appropriation includes adjustments to the following line items that were
adjusted based on billing rate adjustments from the Department of Personnel and Administration: purchase of
services from computer center, multiuse network, vehicle lease payments, and communication services
payments.

Fund mix adjustment: The appropriation includes a fund mix adjustment to reflect a change in the amount
of indirect cost recoveries used to offset the need for General Fund in the Business Operations Subprogram.

Inmate Programs

The Inmate Programs Division includes all educational, vocational, recreational, and inmate labor programs
operated by the Department. Also included in this division are the Sex Offender Treatment Subprogram and
Drug and Alcohol Treatment Subprogram. The cash funds are primarily from Drug Offender Surcharge funds.
The cash funds exempt and federal funds are primarily from educational grants.

Inmate Programs
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $35,386,753  $30,170,405 $1,275,238 $3,296,861 $644,249 417.2
SB 06-22 71,806 71,806 0 0 0 0.7
SB 07-160 474,545 (8,034) 658,185 (642,740) 467,134 (0.3)
TOTAL $35,933,104  $30,234,177 $1,933,423 $2,654,121 $1,111,383 417.6
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $35,933,104  $30,234,177 $1,933,423 $2,654,121 $1,111,383 417.6
Annualize double bunking appropriation
for FY 2006-07 825,611 812,768 0 12,843 0 0.0
Drug and acohol treatment funds 587,527 257,527 330,000 0 0 0.0
FY 2006-07 salary and benefits adjustments 443,177 393,039 0 50,138 0 0.0
Annualize additional beds at the La Vista
Correctional Fecility 438,173 434,886 0 3,287 0 18
Medical inflation 84,521 84,521 0 0 0 0.0
Double bunk female inmates at Denver
Women's Correctional Facility 68,958 64,016 0 4,942 0 0.8
Annualize S.B. 06-22 37,569 37,569 0 0 0 0.0
Federa funds adjustment (186,174) 0 0 0 (186,174) 0.0
Personal services reduction (114,334) (111,581) 0 (2,753) 0 0.0
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Inmate Programs
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
Eliminate one-time appropriation for FY
2006-07 (72,105) (72,105) 0 0 0 (0.7)
Changein indirect cost recoveries (369) 0 0 0 (369) 0.0
SB 07-239 $38,045,658 $32,134,817 $2,263,423 $2,722,578 $924,840 419.5
HB 07-1343 4,960 0 4,960 0 0 0.0
TOTAL $38,050,618  $32,134,817 $2,268,383 $2,722,578 $924,840 419.5
Increase/(Decr ease) $2,117,514 $1,900,640 $334,960 $68,457 ($186,543) 19
Percentage Change 5.9% 6.3% 17.3% 2.6% (16.8)% 0.5%

S.B. 07- 239 (Long Bill) I'ssue Descriptions

Annualizedoublebunkingappropriation for FY 2006-07: Theappropriationincludesanincrease associated
with bringing beds online at state-operated prisonsin FY 2006-07. These beds are being used to double bunk
male inmates. The beds were only funded for a partial year in FY 2006-07. As such, additiona funds are
required in FY 2007-08 to pay for afull year of costs associated with these beds.

Drugand alcohol treatment funds: Theappropriationincludesadditional fundsfor contract drug and alcohol
treatment services for offenders on parole and inmates in prison. This appropriation is based on projected
caseload growth, and a projected fund balance in the Drug Offender Surcharge Fund.

FY 2006-07 salary and benefitsadjustments: Theappropriationincludesthesalary increasesallocated to the
Divisonin FY 2006-07.

Annualize additional beds at the La Vista Correctional Facility: The appropriation includes an increase
associated with bringing beds online at the La Vista Correctional Facility in FY 2006-07. The bedswere only
funded for apartial year in FY 2006-07. As such, additional funds arerequired in FY 2007-08 to pay for afull
year of costs associated with these beds.

Medical inflation: Theappropriationincludesan adjustment for expensesthat qualify for a2.0 percent increase
in accordance with the common policy for medical expenses.

Doublebunk femaleinmatesat Denver Women'sCorrectional Facility: Theappropriationincludesfunding
to begin double bunking 76 beds at the Denver Women's Correctional Facility.

Annualize S.B. 06-22: The appropriation includes an adjustment to annualize the cost of S.B. 06-22 for
expenses to supervise sexualy violent predators who are released into the community.

Federal funds adjustment: The appropriation includes an adjustment to reflect the level of federal funding
that the Department anticipates receiving in FY 2007-08.
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Personal services reduction: The appropriation includes a 0.5 percent reduction in accordance with the
common policy for personal serviceslineitems.

Eliminate one-time appropriation: The appropriation eliminates funds that were appropriated to the
Department on a one-time basis for FY 2006-07.

Changeinindirect cost recoveries: Theappropriation reflectsan adjustment infederal fundsthat arereceived
by the Department in accordance with the statewide indirect cost plan. Thesefundsare used to offset the need
for General Fund in the Business Operations Subprogram.

Additional legidlation: For information on additional legislation, see the "Recent Legislation” section at the
end of this department.

Community Services

The Community ServicesDivisionincludestheparole, parolelntensive Supervision Program (1SP), community
supervision (transition), and community ISP (transition) subprograms. Thismaor program areaisdesigned to
isolate most costs associated with supervising inmates and parolees in a community setting. Other costs
associated with residential community corrections placements are appropriated to the Department of Public
Safety, Division of Crimina Justice. The cash funds exempt are moneys transferred from the Division of
Criminal Justice in the Department of Public Safety.

Community Services
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $28,168,555  $27,695,975 $0 $472,580 $0 318.6
SB 07-160 1,533,396 1,159,634 0 (281,411) 655,173 4.0
TOTAL $29,701,951  $28,855,609 $0 $191,169 $655,173 322.6
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $29,701,951  $28,855,609 $0 $191,169 $655,173 322.6
Additional parole officers 1,988,345 1,988,345 0 0 0 28.1
Psychotropic medication for mentally ill
community corrections offenders 1,346,880 1,346,880 0 0 0 0.0
FY 2006-07 salary and benefits adjustments 960,101 960,101 0 0 0 0.0
Annualize supplemental appropriation for
additional parole officers 643,030 643,030 0 0 0 11.6
Additional community corrections officers 637,292 637,292 0 0 0 7.1
Annualize funding added in FY 2006-07 164,033 164,033 0 0 0 0.0
Eliminate one-time appropriations (1,096,309) (1,096,309) 0 0 0 0.0
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Community Services
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
Personal services reduction (89,608) (89,608) 0 0 0 0.0
Adjustment for anticipated federal grants
funds (64,775) 0 0 (29,775) (35,000) 0.0
SB 07-239 $34,190,940 $33,409,373 $0 $161,394 $620,173 369.4
TOTAL $34,190,940  $33,409,373 $0 $161,394 $620,173 369.4
I ncr ease/(Decr ease) $4,488989  $4,553,764 $0 ($29,775) ($35,000) 46.8
Percentage Change 15.1% 15.8% n/a (15.6)% (5.3)% 14.5%

S.B. 07- 239 (Long Bill) I ssue Descriptions

Additional parole officers: The appropriation includes funds for additional parole officers based on the
projected growth of offenders who will be placed on parole in FY 2007-08.

Psychotropic medication for mentally ill community corrections offenders: The appropriation includes
funds to annualize a FY 2006-07 supplemental appropriation that was approved to supply mentaly ill
community corrections offenders with psychotropic medication.

FY 2006-07 salary and benefitsadj ustments. The appropriationincludesthesalary increasesallocated to the
Divisonin FY 2006-07.

Annualizesupplemental appropriation for additional paroleofficers. Theappropriation supportsafull year
of funding for additional parole officers that were approved through a supplemental appropriation in
FY 2006-07. These officers were approved based on the growth in population of offenders who have been
placed on parole.

Additional community corrections officers. The appropriation includes funding for additional community
corrections officers based on the anticipated growth in the number of transition offenders anticipated to be
placed in community corrections programs prior to their parole.

Annualizefunding added in FY 2006-07: The appropriation includes funding to support the additional costs
necessary for positions that were approved for a partial year in FY 2006-07.

Eliminate one-time appropriations: The appropriation eliminates one-time funds that were appropriated in
FY 2006-07 for additional parole officers and community corrections officers based on agrowing casel oad of
offendersin community settings.

Personal services reduction: The appropriation includes a 0.5 percent reduction in accordance with the
common policy for personal serviceslineitems.
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Adjustment for anticipated federal grants funds: The appropriation includes adjustments to reflect the
anticipated level of federal grants funds that will be received by the Department in FY 2007-08.

Parole Board

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

Parole Board
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $1,151,401 $1,151,401 $0 $0 $0 135
TOTAL $1,151,401 $1,151,401 $0 $0 $0 135
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $1,151,401 $1,151,401 $0 $0 $0 135
FY 2006-07 salary and benefits adjustments 186,647 186,647 0 0 0 0.0
Contract services for hearing officers 75,000 75,000 0 0 0 0.0
Personal services reduction (5,781) (5,781) 0 0 0 0.0
SB 07-239 $1,407,267  $1,407,267 $0 $0 $0 135
TOTAL $1,407,267 $1,407,267 $0 $0 $0 135
I ncrease/(Decr ease) $255,866 $255,866 $0 $0 $0 0.0
Percentage Change 22.2% 22.2% n/a n/a n/‘a 0.0%

S.B. 07- 239 (Long Bill) Issue Descriptions

FY 2006-07 salary and benefitsadjustments: Theappropriationincludesthesalary increasesallocated to the
Division in FY 2006-07.

Contract services for hearing officers. The appropriation includes additional funds for contract hearing
officersto conduct parolerevocation hearingsfor the Parole Board based on agrowing casel oad associated with
the growing inmate population.

Personal services reduction: The appropriation includes a 0.5 percent reduction in accordance with the
common policy for personal servicesline items.
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Correctional Industries

Correctional Industries manages profit-oriented work programsto provideinmateswith traininginvariousjob
skills while generating revenues to cover its costs. The major businesses operated by Correctional Industries
include manufacturing operations for automobile license plates, office furniture, and modular office systems,
a print shop; a leather products shop; and a garment production operation. Correctiona Industries sells its
products primarily to other government agencies. Funding for the Correctional Industries Division is
100.0 percent cash funds exempt from sales of Correctional Industries products and services. Because
Correctional Industriesis an enterprise for the purposes of Section 20 of Article X of the State Constitution,
appropriationsin this area are categorized as cash funds exempt (Section 17-24-104, C.R.S.).

Correctional Industries
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $34,697,780 $0 $0  $34,697,780 $0 151.0
SB 07-160 4,400,000 0 0 4,400,000 0 0.0
TOTAL $39,097,780 $0 $0  $39,097,780 $0 151.0
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $39,097,780 $0 $0  $39,097,780 $0 151.0
Additional resources for growth in
correctiona industries programs 898,239 0 0 898,239 0 4.0
FY 2006-07 salary and benefits adjustments 77,360 0 0 77,360 0 0.0
Changeinindirect cost recoveries 491 0 0 491 0 0.0
Personal services reduction (46,186) 0 0 (46,186) 0 0.0
SB 07-239 $40,027,684 $0 $0  $40,027,684 $0 155.0
TOTAL $40,027,684 $0 $0  $40,027,684 $0 155.0
I ncrease/(Decr ease) $929,904 $0 $0 $929,904 $0 4.0
Percentage Change 2.4% n‘a n/a 2.4% n‘a 2.6%

S.B. 07- 239 (Long Bill) I'ssue Descriptions

Additional resour cesfor growthin correctional industriesprograms. Theappropriationincludesincreases
based on anti cipated growth in correctional industries programsthat provide job opportunitiesfor inmateswho
areincarcerated.

FY 2006-07 salary and benefitsadjustments. Theappropriationincludesthesalary increasesallocated to the
Division in FY 2006-07.
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Changein indirect cost recoveries: The appropriation includes an adjustment for indirect cost recoveriesto
offset the need for General Fund appropriations for administrative costs and to recover the Department's share
of statewide indirect cost recoveries.

Personal services reduction: The appropriation includes a 0.5 percent reduction in accordance with the
common policy for personal serviceslineitems.

Canteen Operation

The Canteen Operation provides various personal items for purchase by inmates including toiletries, snack
foods, phone services, and other approved items. Per court order, all funds remaining after expenses areto be
used to provide inmates with additional educational or recreational resourcesincluding library materials and
cabletelevision services. Funding for the Canteen Operation is 100.0 percent cash funds exempt from sales of
canteen products to inmates. Because the Canteen Operation is an enterprise for the purposes of Section 20 of
Article X of the State Constitution, appropriations are categorized as cash funds exempt (Section 17-24-126,
C.R.S).

Canteen Operation
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds

FY 2006-07 Appropriation:
SB 06-1385 $13,646,807 $0 $0  $13,646,807 $0 28.0
SB 07-160 (1.314) 0 0 (1.314) 0 0.0
TOTAL $13,645,493 $0 $0  $13,645,493 $0 28.0
FY 2007-08 Appropriation:

FY 2006-07 Appropriation $13,645,493 $0 $0  $13,645,493 $0 28.0

FY 2006-07 salary and benefits adjustments 217,751 0 0 217,751 0 0.0

Additional funds for canteen operations at

private prisons 108,797 0 0 108,797 0 0.0

Annualize double bunking appropriation

for FY 2006-07 21,634 0 0 21,634 0 0.7

Change in indirect cost recoveries 110 0 0 110 0 0.0

Personal services reduction (7,481) 0 0 (7,481) 0 0.0

Eliminate one-time appropriations (3,438) 0 0 (3,438) 0 0.0
SB 07-239 $13,982,866 $0 $0  $13,982,866 $0 28.7
TOTAL $13,982,866 $0 $0  $13,982,866 $0 28.7
I ncr ease/(Decr ease) $337,373 $0 $0 $337,373 $0 0.7
Percentage Change 2.5% n/a n/a 2.5% n/a 2.5%

PART IlI 54 CORRECTIONS



S.B. 07- 239 (Long Bill) Issue Descriptions

FY 2006-07 salary and benefitsadjustments: Theappropriationincludesthesalary increasesallocated to the
Divisonin FY 2006-07.

Additional funds for canteen operations at private prisons. The appropriation includes funds associated
with canteen operations that have expanded at private prisons used to house state inmates.

Annualize double bunking appropriation for FY 2006-07: The appropriation includes annualization of
appropriations made in FY 2006-07 for a partial year to double bunk male inmates in four state-operated
prisons. Additional funds are required in FY 2007-08 to pay for afull year of costs.

Changein indirect cost recoveries. The appropriation includes an adjustment for indirect cost recoveriesto
offset the need for General Fund appropriationsfor administrative costs and to recover the Department's share
of statewide indirect cost recoveries.

Personal services reduction: The appropriation includes a 0.5 percent reduction in accordance with the
common policy for personal serviceslineitems.

Eliminateone-timeappropriations: Theappropriation eliminatesfundsthat wereappropriatedin FY 2006-07
for one-time costs associated with adding staff to the Canteen Operation in 2006.

Recent Legidation

2006 Session Bills

S.B. 06-22: Expandsthe statutory definition of "sexually violent predator” to include offenderswho are found
to be a sexually violent predator in any other state or jurisdiction. Requires sexually violent predators to be
subject to community notification subject to procedures established by the Sex Offender Management Board.
Requires the Department of Corrections to complete risk assessments on sexually violent predators prior to
release on parole or discharge from prison. Requires local authorities to be notified when a sexually violent
predator has been released into the community. Establishes notification requirements for local agencieswhen
asexually violent predator changesresidence. Requires peace officersto arrest an individual if adetermination
ismadethat thereis probable cause that theindividual isasexually violent predator who hasfailed to register
as a sex offender asrequired by law. Appropriates $29,000 General Fund to the Division of Criminal Justice
in the Department of Public Safety in FY 2006-07. Appropriates $71,806 General Fund and 0.7 FTE to the
Department of Correctionsin FY 2006-07, and appropriates $27,000 cash funds (Sex Offender Surcharge Fund)
to the Judicial Department in FY 2006-07.

H.B. 06-1315: Authorizesjuveniles 14 years of age and older convicted of Class 1 felonies committed on or
after July 1, 2006, to apply for parole after being imprisoned for 40 years. Requires persons granted parole
pursuant to the provisions of the bill to remain in the legal custody of the Department of Correctionsfor life.
Appropriates $4,480 General Fund to the Department of Correctionsin FY 2006-07.

H.B. 06-1385: General appropriations act for FY 2006-07.
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2006 Special Session Bills

S.B. 06S1-4:Prohibits extortion based on threats relating to a person’'s immigration status. Makes a 5-year
statutory appropriation asfollows: for FY 2006-07, appropriates $87,194 from the Capital Construction Fund
to the Corrections Expansion Reserve Fund and transfers $87,194 from the General Fund to the Capital
Construction Fund; for FY 2007-08, appropriates $26,813 from the Genera Fund to the Department of
Corrections; for FY 2008-09, appropriates $69,755 from the Capital Construction fund to the Corrections
Expansion Reserve Fund, transfers $69,755 from the General Fund to the Capital Construction Fund, and
appropriates $26,813 from the General Fund to the Department of Corrections; for FY 2009-10, appropriates
$48,263 from the general fund to the Department of Corrections; for FY 2010-11, appropriates $69,755 from
the Capital Construction Fund to the Corrections Expansion Reserve Fund, transfers $69, 755 from the General
fund to the Capital Construction Fund, and appropriates $26,813 from the General Fund to the Department of
Corrections.

S.B. 06S1-5: Prohibits coercing an individual to perform involuntary labor or services by the use of threats
relating to a person'simmigration status. Makes a 5-year statutory appropriation as follows: for FY 2006-07,
appropriates $174,388 from the Capital Construction Fund to the Corrections Expansion Reserve Fund and
transfers $174,388 from the General Fund to the Capital Construction Fund; for FY 2007-08, appropriates
$17,439 from the Capital Construction Fund to the Corrections Expansion Reserve Fund, transfers $17,439
from the General Fund to the Capital Construction Fund, and appropriates $53,626 from the General Fund to
the Department of Corrections; for FY 2008-09, appropriates $58,989 from the General Fund to the Department
of Corrections; for FY 2009- 10, appropriates $58,989 from the General Fund to the Department of Corrections;
for FY 2010-11, appropriates $58,989 from the General Fund to the Department of Corrections.

S.B. 06S1-7: Makes voting by a person in an election in which that person knows he or sheis not entitled to
vote a class 5 felony. Appropriates the sum of $87,194 for the fiscal year beginning July 1, 2006, from the
Capital Construction Fund to the Corrections Expansion Reserve Fund for the implementation of the act.
Appropriatesthe sum of $26,813 for FY 2007-08, from the General Fund to the Department of Correctionsfor
the implementation of the act. Appropriates the sum of $21,450 for FY 2008-09 from the Genera Fund to the
Department of Corrections for the implementation of the act.

2007 Session Bills

S.B. 07-160: Supplemental appropriation to the Department of Corrections to modify appropriations for
FY 2006-07.

S.B. 07-239: General appropriations act for FY 2007-08.

H.B. 07-1343: Expands statutory DNA testing requirements to include all offenders in the custody of the
Department of Correctionsand certain juvenile and adult offendersin community correctionsor county jail on
July 1, 2007, for a sentence imposed before that date. For FY 2007-08, increases the appropriation to the
Department of Corrections by $4,960 cash funds (Offender Identification Fund).

H.B. 07-1358: Creates the Colorado Criminal and Juvenile Justice Commission in the Department of Public
Safety (DPS). Authorizesmembers of the commission to bereimbursed for travel expensesincurred. Requires
the commission to conduct research on sentencing policies and practices, alternatives to incarceration,
recidivism, and cost-effective crime prevention programs. Requires the commission to prepare an annual
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report of its findings and recommendations. Requires the Divisions of Criminal Justice, in consultation with
the Department of Corrections, to provide staff support for the commission. Appropriates $28,080 General
Fund to the Department of Correctionsin FY 2007-08.
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DEPARTMENT OF EDUCATION

The State Board of Educationisresponsiblefor the general supervision of public schoolsthroughout Colorado.
The Commissioner of Education, appointed by the State Board, advises the State Board concerning the
operation and status of public schools and serves asthe executive officer of the Department of Education. The
Department supports the Board in its duties by:

. accrediting public schools and school districts;

. developing and maintaining state model academic content standards in several subject areas for
kindergarten through twelfth grade;

. administering assessments (CSAPs) for students at various grade levelsin four subject areas; and

. issuing annual accountability reports for every public school in the state.

In addition, the Department administers the following: educator licensure and professional development
programs; the School Finance Act and the distribution of state and federal funds to school districts; and a
variety of education-related programs, including special education for children with disabilities, English
language proficiency programs, the Colorado Preschool and Kindergarten Program, adult basic education
programs, and various state and federal grant programs. The Department includes two independent agencies:
(2) the State Charter School Institute Board, which isresponsiblefor authorizing and monitoring the operations
of institute charter schools located within certain school districts; and (2) the Board of Trustees that is
responsible for managing the Colorado School for the Deaf and the Blind, located in Colorado Springs.

In addition to its responsibilities related to public schools, the Department is charged with promoting the

improvement of library services statewide to ensure equal access to information, including providing library
servicesto personswho residein state-funded institutions and to persons who are blind or physically disabled.

Department Budget: Recent Appropriations

Funding Sour ce FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
General Fund/1 $2,514,557,579 $2,718,813,736 $2,874,213,080 $3,064,213,254
Cash Funds 14,762,022 15,292,983 14,636,398 15,076,979
Cash Funds Exempt 491,370,395 494,616,026 475,905,886 492,437,514
Federal Funds 413,104,463 498,761,613 488,006,352 496,888,395

Total Funds $3,433,794,459 $3,727,484,358 $3,852,761,716 $4,068,616,142

Full Time Equiv. Staff 435.7 444.4 466.0 477.4

/1 With the exception of FY 2004-05, appropriations include General Fund Exempt.
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General Factors Driving the Budget

Although local government revenues provide asignificant source of funding for K-12 education in Colorado,
local funds are not reflected in the State's annual appropriations to the Department of Education.
Appropriations to the Department of Education for FY 2007-08 consist of 75.3 percent General Fund, 12.2
percent federal funds, 12.1 percent cash funds exempt, and less than one percent cash funds. Some of the most
important factors driving the budget are reviewed below.

School Finance - State's Share of Districts Total Program

The General Assembly has established astatutory public school finance formulaunder which al public school
districts operate. The school finance formula takes into consideration the individual characteristics of each
school district in order to equalize funding among districts and to provide thorough and uniform educational
opportunitiesthroughout the state. Theschool financeformulaallocatesstateand local fundsto school districts
by calculating a specific per pupil level of funding for each school district, aswell as a specific state and local
share of funding for each district.

The formula provides the same base amount of funding per pupil for every district ($4,864 per pupil for FY
2006-07). The formula then increases base per pupil funding for each district based on factors that affect
districts costsof providing educational services. Thus, per pupil funding allocationsvary for each district. For
FY 2006-07, per pupil funding allocations ranged from $5,865 to $13,646, with a statewide average allocation
of $6,359 per pupil. Each district's per pupil funding allocation is multiplied by its funded pupil count to
determine its "total program” funding. For FY 2006-07, atotal of $4.8 billion in state and local funds was
allocated among school districts based on the public school finance formula.

Constitutional Inflationary Requirement (Amendment 23).

Pursuant to Section 17 of Article X of the Colorado Constitution, the General Assembly isrequired to provide
annual inflationary increasesin base per pupil funding. Specifically, for FY 2001-02 through FY 2010-11, the
base per pupil funding amount must increase annually by at least the rate of inflation plus one percent; for FY
2011-12 and each fiscal year thereafter, the base per pupil funding amount must increase annually by at least
the rate of inflation. For FY 2007-08, base per pupil funding increased from $4,864 to $5,088 (4.6 percent),
based on the actual inflation rate of 3.6 percent in calendar year 2006. Given an estimated funded pupil count
of 768,416, the General Assembly isthusrequired to provide aminimum of $3.9 billionin stateand local funds
for FY 2007-08 -- 76.4 percent of the $5.1 billionin total stateand local funding that has been allocated for this
purpose.

Factors Considered in Public School Finance Formula.

Theremaining 23.6 percent of stateand local fundsthat will be allocated among school districtsin FY 2007-08
isdriven by other factorsin the school finance formulathat increase the base per pupil funding for each district
by varying amounts to account for individual district characteristics. The table at the top of the next page
summarizes the three primary factors.
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Factor s Used to Differentiate Per Pupil Funding for Each District

Portion of Total Program

Factor Description Funding Attributable
Cost of Living Factor Recognizes differencesin the cost of living among districts.
Provides greater per pupil funding for higher cost districts. 14.6%
Size Factor Recognizes economies of scale experienced by larger school
districts. Provides greater per pupil funding for districts with low
enrollment. 4.5%
At-risk Factor Provides additional funding for districts serving students who may

be at risk of failing or dropping out of school (determined based

on the number and concentration of students eligible for free lunch

under the federal school lunch program and English language

learners) 4.5%

Determining the State and Local Shares of Public School Funding.

Oncethetotal program funding amount isdetermined for each district, the state and local share of such funding
iscalculated for each district. Local property and specific ownership taxes provide the first source of revenue
for each district'stotal program funding, and the remainder is covered by state funds. Property taxes are based
on each district's mill levy and the assessed (taxable) value of property in each district. Specific ownership
taxes are paid when registering motor vehicles. For FY 2007-08, local taxes are expected to contribute about
$1.8 billion toward public school finance. Thus, the General Assembly appropriated $3.3 billion in state
funding to provide atotal of $5.1 billion for school district operations.

In recent years two constitutional provisions (the Gallagher amendment and TABOR), combined with a
statutory provision in the School Finance Act of 1994, have limited property tax revenues. Thishas caused the
local shareof total program funding to increase at aslower rate than overall funding, requiring the state's share
of funding torise. From FY 1994-95, when the existing School Finance Act wasfirst adopted, to FY 06-07,
the state share of funding rose from 54.3 percent to 63.9 percent. Senate Bill 07-199 changes the method for
computing the property tax share of school district funding, thereby allowing property tax revenuesto increase
more rapidly. For further information, see the description for S.B. 07-199 at the end of this department.

In summary, several factors affect the amount of state funding appropriated for public school finance:

T the number of pupilsenrolledin public schools (including the number of slots statutorily authorized for
state-funded preschool and full-day kindergarten programs);

the rate of inflation;

changesin the relative cost-of-living in various regions of the state;

the number of at-risk students enrolled in public schools;

changesin statutory definitions, procedures, or mathematical factorsthat impact the cal cul ation of per-
pupil funding or state aid for each district; and

fluctuationsinlocal property and specific ownershiptax revenues, aswell asconstitutional and statutory
provisions that limit property tax revenues.

4 A4+

Thetableonthefollowing pageprovides key datarel ated to school financefunding for thelast four fiscal years,
aswell as appropriations for FY 2006-07 and FY 2007-08.
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School Finance Funding

Annual Percent Change

PART IlI

3.1%

5.2%

4.2%

61

5.9%

FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08
Description Actual Actual Actual Actual Approp. Approp.

Funded Pupil Count 717,465 722,980 729,377 741,328 753,338 768,416
Annual Percent Change 1.5% 0.8% 0.9% 1.6% 1.6% 2.0%
Denver-Boulder Inflation Rate for

Previous Calendar Year 4.7% 1.9% 1.1% 0.1% 2.1% 3.6%
Statewide Base Per Pupil Funding $4,442 $4,570 $4,666 $4,718 $4,864 $5,088
Annual Percent Change 5.7% 2.9% 2.1% 1.1% 3.1% 4.6%
Statewide Aver age Per Pupil Funding $5,796 $5,943 $6,074 $6,168 $6,359 $6,658
Annual Percent Change 6.3% 2.5% 2.2% 1.5% 3.1% 4.7%
Districts Total Program Funding $4,158,114,214  $4,296,674,752  $4,430,126,525  $4,572,169,688 || $4,790,417,406 $5,116,400,811
Annual Percent Change 7.9% 3.3% 3.1% 3.2% 4.8% 6.8%
Local Share of Districts Total Program

Funding $1,674,010,828 $1,671,170,411  $1,686,385,318  $1,701,209,635 || $1,729,248,571 $1,850,072,036
Annual Percent Change 3.0% (0.2)% 0.9% 0.9% 1.6% 7.0%
State Share of Districts Total Program

Funding $2,484,103,386  $2,625,504,341  $2,743,741,207  $2,870,960,053 || $3,061,168,835 $3,266,328,775
Annual Percent Change 11.4% 5.7% 4.5% 4.6% 6.6% 6.7%
State Share as Percent of Districts Total

Program Funding 59.7% 61.1% 61.9% 62.8% 63.9% 63.8%
Genera Fund Portion of State Share

Appropriation $2,137,582,405 $2,247,917,791  $2,342,618,549  $2,480,460,455 || $2,648,814,840 $2,824,496,821

6.8%

6.6%
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Categorical Programs

Programs designed to serve particular groups of students (e.g., students with limited proficiency in English)
or particular student needs (e.g., transportation) have traditionally been referred to as "categorical” programs.
Unlike public school financefunding, thereisnolegal requirement that the General Assembly increasefunding
commensurate with the number of students eligible for any particular categorical program. However, Section
17 of ArticleX of the Colorado Constitution requiresthe General Assembly toincreasetotal state funding for
all categorical programs annually by at least the rate of inflation plus one percent for FY 2001-02 through FY
2010-11, and by at least the rate of inflation for subsequent fiscal years. For example, based on the actual
inflation rate for calendar year 2006 (3.6 percent), the General Assembly isrequired to increase state funding
for categorical programs by at least $9.3 million (4.6 percent) for FY 2007-08.

The General Assembly determines on an annual basis how to allocate the required increase among the various
categorical programs. Thefollowing table detailsincreasesinthe annual appropriation of statefundssince FY
2000-01, by program area.

Increasesin State Funding for Categorical Programs
FY 2007-08 Increasein Annual Appropriation of State
Long Bill Lineltem Appropriation Funds Since FY 2000-01

Specia education - children with disabilities $121,980,438 $50,469,665 70.6%
English Language Proficiency Program 7,201,113 4,099,515 132.2%
Public school transportation 44,215,305 7,293,078 19.8%
Colorado Vocational Act distributions 21,208,319 3,415,469 19.2%
Special education - gifted and talented children 7,997,177 2,497,177 45.4%
Expelled and at-risk student services grant program 6,340,676 551,869 9.5%
Small attendance center aid 961,817 13,677 1.4%
Comprehensive health education 600,000 0 0.0%
Total $210,504,845 $68,340,450 48.1%

School Capital Construction Funding

Pursuant to S.B. 00-181, the General Assembly is required to appropriate atotal of $190.0 million from the
Genera Fund over an eleven-year period to assist school districts with capital improvements’. The $190.0
million is to be split between two funds:

T A total of $105.0 millionisto beappropriated to the School Capital Construction Expenditures Reserve
for capital expendituresof school districtsthat: (1) addressimmediate safety hazardsor health concerns,

! The State settled the Alec Giardino, et al. v. the Colorado Sate Board of Education, et al. lawsuit
concerning conditions existing in public school facilities. The settlement agreement was contingent
upon the General Assembly adopting legislation that would provide a mechanism for funding capital
construction, repair and maintenancein public schools-- atotal of $190 million statefundsover eleven
years to address the most serious needs. The General Assembly subsequently adopted, and the
Governor signed, S.B. 00-181 to implement the agreement.
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(2) relieve excessive operating costs created by insufficient maintenance or construction spending; or
(3) relieve conditions that detract from an effective learning environment.

T The remaining $85.0 million isto be appropriated to the School Construction and Renovation Fund to
provide matching grants to districts for qualified capital construction projects.

A provision was included in S.B. 00-181 [Section 24-75-201.1 (4) (c), C.R.S.] prohibiting the Generad
Assembly from making the General Fund appropriations set forth in the act in afiscal year in which Genera
Fund revenuesdo not exceed certain annual obligationsby morethan $80.0 million?. Dueto revenueshortfalls,
the General Assembly was not statutorily obligated to appropriate General Fund moneys for school capital
construction from FY 2001-02 through FY 2006-07. However, the General Assembly elected to waive this
provision for certain fiscal years. The General Assembly has also appropriated moneys from the State
Education Fund for capital construction purposes. In addition, |ottery proceeds have been availablefor capital
construction needs in each of the last five fiscal years. The following table provides a summary of funding
required by S.B. 00-181 (given sufficient revenues) and funding made avail ableto datefor capital construction
programs (excluding funding specifically for charter schools).

erz;;%rti?g gnst)%qlllgleﬂ Funding M ade Available To Date for Capital Construction
Fiscal General Fund Revenues State Education Lottery
Y ear are Sufficient General Fund Fund Proceeds Total
00-01 $5,000,000 $5,000,000 $0 $0  $5,000,000
01-02 10,000,000 10,000,000 6,471,052 0 | 16,471,052
02-03 15,000,000 0 6,500,060 8,499,940 15,000,000
03-04 20,000,000 0 10,000,000 3,690,377 13,690,377
04-05 20,000,000 0 5,000,000 2,396,438 7,396,438
05-06 20,000,000 25,000,000 5,000,000 1,691,454 31,691,454
06-07 20,000,000 15,000,000 0 12,545,316 | 27,545,316
07-08 20,000,000 20,000,000 0 na 20,000,000
Subtotal 130,000,000 75,000,000 32,971,112 28,823,525 | 136,794,637
08-09 20,000,000 n‘a
09-10 20,000,000 n‘a
10-11 20,000,000 n‘a
Total $190,000,000 n/a n/a n/a n/a

2 Through H.B. 06-1375, the General Assembly amended this language to allow (but not require)
the General Assembly to make a General Fund appropriation even if the threshold is not met [see
Section 24-75-201.1 (4) (c) (I1), C.R.S].
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Summary of FY 2006-07 and FY 2007-08 Appropriations

Department of Education

Total General Cash Cash Funds Federal FTE
Funds Fund/1,2 Funds Exempt Funds

FY 2006-07 Total Appropriation/3: $3,852,761,716 $2,874,213,080 $14,636,398  $475,905,886 $488,006,352 466.0
Breakdown of Total Appropriation by Administrative Section

Management and Administration 38,009,688 24,248,680 2,011,878 3,616,616 8,132,514 130.3
Assistance to Public Schools 3,800,749,390  2,839,440,172 12,539,520 468,895,860 479,873,838 1738
Library Programs 1,640,819 1,420,819 0 220,000 0 0.0
School for the Deaf and the Blind 12,361,819 9,103,409 85,000 3,173,410 0 161.9
Breakdown of Total Appropriation by Bill

HB 06-1385 3,815,405,312  2,842,509,140 15,379,219 469,477,164 488,039,789 463.4
SB 06-130 210,000 210,000 0 0 0 0.0
SB 06-176 (775,000) 0 (775,000) 0 0 0.0
HB 06-1001 261,460 0 11,460 250,000 0 0.0
HB 06-1004 300,000 0 0 300,000 0 0.0
HB 06-1008 531,580 0 0 531,580 0 0.0
HB 06-1109 0 0 0 0 0 10
HB 06-1310 (4,369,567) 0 0 (4,369,567) 0 0.0
HB 06-1375 36,271,980 31,883,613 0 4,388,367 0 18
SB 07-161 4,854,911 (389,673) 20,719 5,257,302 (33,437) (0.2
SB 07-239 0 0 0 0 0 0.0
HB 07-1238 71,040 0 0 71,040 0 0.0
FY 2007-08 Total Appropriation: $4,068,616,142 $3,064,213,254 $15,076,979  $492,437,514 $496,888,395 477.4
Breakdown of Total Appropriation by Administrative Section

Management and Administration 40,820,995 24,977,716 2,017,459 5,174,408 8,651,412 1335
Assistance to Public Schools 4,013,412,663  3,028,571,846 12,774,520 483,829,314 488,236,983 178.9
Library Programs 1,640,819 1,420,819 0 220,000 0 0.0
School for the Deaf and the Blind 12,741,665 9,242,873 285,000 3,213,792 0 165.0
Breakdown of Total Appropriation by Bill

SB 07-239 4,108,283,233  3,057,338,198 15,076,979 538,979,661 496,888,395 470.9
SB 07-41 (10,000,000) 0 0 (10,000,000) 0 0.0
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Department of Education

Total General Cash Cash Funds Federal FTE

Funds Fund/1,2 Funds Exempt Funds
SB 07-59 700,000 0 0 700,000 0 0.0
SB 07-192 0 0 0 0 0 10
SB 07-199 (36,357,063) 4,655,056 0 (41,012,119) 0 0.0
SB 07-215 418,861 0 0 418,861 0 35
SB 07-255 2,200,000 2,200,000 0 0 0 0.0
HB 07-1024 12,000 12,000 0 0 0 0.0
HB 07-1062 1,912,051 0 0 1,912,051 0 10
HB 07-1066 530,000 0 0 530,000 0 0.0
HB 07-1232 8,000 8,000 0 0 0 0.0
HB 07-1320 274,704 0 0 274,704 0 10
HB 07-1345 275,250 0 0 275,250 0 0.0
HB 07-1359 359,106 0 0 359,106 0 0.0
Increase/(Decr ease) $215,854,426 $190,000,174 $440,581 $16,531,628 $8,882,043 11.4
Percentage Change 5.6% 6.6% 3.0% 3.5% 1.8% 2.4%

/1 Includes General Fund Exempt. See Division Detail for information on General Fund Exempt appropriations.

/2 For FY 2007-08, includes $5,000,000 that is appropriated as a result of arequirement of afinal state court order and is thus exempt from the
statutory limit on state General Fund appropriations pursuant to Section 24-75-201.1 (1) (a) (I11) (B), C.R.S.

/3 Excludes $25,245 Genera Fund and 0.3 FTE that was appropriated through H.B. 06-1283 and reflected in the FY 2006-07 Appropriations
Report. This bill was contingent on the passage of Referendum J, which was not approved by votersin November 2006.

FY 2007-08 Appropriation Highlights:

1 The appropriation provides for a $326.0 million increase (6.8 percent) in total state and local funding
for schools pursuant to the School Finance Act of 1994, as amended, based on the following:

PART IlI

a 4.6 percent increase in the statewide base per-pupil funding amount, based on an actual
inflation rate of 3.6 percent in CY 2006 plus an additional 1.0 percent as required by the State
Constitution (requiring $224.4 million total funds);

a projected 1.9 percent increase in the number of funded pupils in kindergarten through 12th
grade (requiring $88.5 million total funds);

the addition of 2,000 funded dots for the Colorado Preschool and Kindergarten Program,
authorized through S.B. 07-199 (requiring $6.7 million total funds); and

anincreasein per pupil funding for districts receiving the lowest amount per pupil, authorized
through S.B. 07-199 (requiring $6.4 million total funds).
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It is anticipated that local property and specific ownership tax revenues (which are not reflected in
appropriations to the Department) will increase by 7.0 percent ($120.8 million). Appropriations thus
reflect a6.7 percent ($205.2 million) increase in the State's share of funding for districts total program
funding to provide the total $326.0 million increase.

2. The appropriation includes a $9.3 million increase (4.6 percent) in state funding for categorical
programs as required by the State Constitution, including $8.0 million General Fund and $1.3 million
from the State Education Fund (4.6 percent increases from each fund source).

3. The appropriation includes a $5.0 million increase in General Fund appropriations for public school
capital construction programs (from $15.0 million for FY 2006-07 to $20.0 million for FY 2007-08),
asrequired by Section 24-75-201.1 (4) (b) (V) (A), C.R.S. Of thisamount, $5.0 million isidentified
asexempt from the six percent statutory limitation on General Fund appropriationsasit isappropriated
asaresult of afina state court order (the Giardino settlement agreement).

4, Consistent with current law, the appropriation reflects the elimination of a $2.8 million one-time
increase in funding from the State Education Fund for charter school capital construction.

Detail of Appropriation by Administrative Section

Management and Administration

This section of the budget provides funding and staff for the State Board of Education, for the administration
of avariety of education- and library-related programs, and for general department administration, including
human resources, budgeting, accounting, information management, and facilities maintenance. This section
alsoincludesfunding for administration of the Colorado Student Assessment Program (CSAP) and associated
accountability programs, as well as funding associated with the State Charter School Institute. Beginningin
FY 2007-08, this section includes funding for the Division of On-line Learning. Finally, this sectionincludes
funding for the Department to provide technical assistance to school districts concerning civic education and
financial literacy. The primary source of cash fundsisthe Educator Licensure Cash Fund, which consists of
fees paid by applicants for educator licenses and certificates. Cash funds exempt sources consist primarily of
indirect cost recoveries and transfers of funds from various cash- and federally-funded line items, as well as
overpayments recovered from school districtsthat are credited to the State Public School Fund. Federal funds
reflected in this section are from avariety of sources.

Management and Administration

Total General Cash Cash Funds Federal FTE

Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $39,066,370  $23,368,550 $2,719,219 $4,812,650 $8,165,951 128.0
SB 06-176 (775,000) 0 (775,000) 0 0 0.0
HB 06-1001 11,460 0 11,460 0 0 0.0
HB 06-1109 0 0 0 0 0 1.0
HB 06-1375 103,386 949,019 0 (845,633) 0 15
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Management and Administration
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds

SB 07-161 (396,528) (68,889) 56,199 (350,401) (33,437) (0.2
TOTAL/1 $38,009,688  $24,248,680 $2,011,878 $3,616,616 $8,132,514 130.3
FY 2007-08 Appropriation:

FY 2006-07 Appropriation $38,009,688  $24,248,680 $2,011,878 $3,616,616 $8,132,514 130.3

FY 2007-08 salary and benefit adjustments 1,146,770 566,865 38,287 62,845 478,773 0.0

State Charter School Institute 524,685 0 0 524,685 0 2.7

Colorado Student Assessment Program 483,801 0 0 0 483,801 0.0

Annualize salary increases 199,994 121,666 33,632 44,696 0 0.0

Annualize funding for new staff 14,867 14,867 0 0 0 0.0

Federal assessment funds available for

other activities (412,976) 0 0 0 (412,976) (4.0)

Eliminate one-time funding (50,000) 0 (50,000) 0 0 0.0

Personal services base reductions (35,211) (23,551) (5,402) (6,258) 0 0.0

Other (37,438) 41,189 (10,936) (36,991) (30,700) 0.0
SB 07-239 $39,844,180 $24,969,716  $2,017,459  $4,205,593  $8,651,412 129.0
SB 07-215 418,861 0 0 418,861 0 35
HB 07-1232 8,000 8,000 0 0 0 0.0
HB 07-1320 274,704 0 0 274,704 0 10
HB 07-1345 275,250 0 0 275,250 0 0.0
TOTAL $40,820,995 $24,977,716 $2,017,459 $5,174,408 $8,651,412 1335
I ncrease/(Decr ease) $2,811,307 $729,036 $5,581  $1,557,792 $518,898 3.2
Percentage Change 7.4% 3.0% 0.3% 43.1% 6.4% 2.5%

/1 Excludes $25,245 General Fund and 0.3 FTE that was appropriated through H.B. 06-1283 and reflected in the FY 2006-07 Appropriations
Report. This bill was contingent on the passage of Referendum J, which was not approved by votersin November 2006.

S.B. 07-239 (Long Bill) I ssue Descriptions

FY 2007-08 salary and benefit adjustments: The appropriation includes adjustments to centrally-
appropriated lineitemsfor salary and benefits, including the following increases: $353,994 for health, life and
dental benefits; $352,370 for performance-based pay; $273,242 for salary survey and senior executive service;
and $167,164 for Public Employees Retirement Association (PERA) amortization equalization disbursement
pursuant to S.B. 04-257 and S.B. 06-235.
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State Charter School Institute:  The appropriation includes increases in four cash funds exempt
appropriationsrelated to the State Charter School Institute based on enrollment projectionsfor Institute charter
schools and the associated per pupil funding for these schools.

Colorado Student Assessment Program (CSAP): Theappropriation reflectsincreasesin federal funding for
statewide assessments for the following purposes: $222,930 for ongoing development, scoring, and reporting
for the Colorado English Language Assessment; $134,512 for the primary contract with CTB - McGraw Hill
for ongoing developing, scoring, and reporting for assessments; $112,696 for the statewide ACT test; and
$15,693 for staff salary increasesthat were awarded in FY 2006-07. Theseincreases are offset by areduction
of $2,030 for a 0.5 percent personal services base reduction.

Annualize salary increases. The appropriation includes $199,994 to annualize salary increases awarded in
FY 2006-07.

Annualize funding for new staff: The appropriation includes $14,867 General Fund to annualize the 11
months of funding appropriated for FY 2006-07 for school finance and audit staffing increases.

Feder al assessment fundsavailablefor other activities: Theappropriation reflectsareductioninthe portion
of federal assessment funding that is anticipated to be available for purposes other than assessments based on
the amount of funding that will be required for the statewide assessment program.

Eliminate one-time funding: The appropriation eliminates a one-time cash funds appropriation for the
Educator Licensure unit to address a backlog that had devel oped due to recent changes in the process used by
the Colorado Bureau of Investigation to provide background check results to the Department.

Personal servicesbasereductions: The appropriation includes areduction of $35,211 associated with a0.5
percent reduction in funding for personal services.

Other: The appropriation reflects relatively small changes in a number of centrally-appropriated line items,
including: workers compensation, administrativelaw judge services, payment to risk management and property
funds, Capitol complex leased space, short-term disability, services from the general government computer
center, multiuse network payments, legal services, andindirect costs. Theappropriation asoreflectsadecrease
of $4,277 in emeritus retirement payments.

Additional legislation: For information on additional legislation, seethe "Recent Legislation” section at the
end of this department.

Assistance to Public Schools

This section includes all funding that is distributed to public schools or is used to directly support public
schools(e.g., federally-funded Department staff that providetechnical assistanceto districtsconcerning special
education programs). This section is comprised of the following four subsections:

. Public School Finance - funding for the State's share of districts total program funding required under
the School Finance Act (thelocal share of funding isnot reflected in appropriationsto the Department);
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. Categorical Programs - funding for all programs defined as " categorical programs’ pursuant to Section
17 of Article IX of the Colorado Constitution;

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

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

Thechangesin appropriation by subdivision and thefactorsdriving such changesareincludedintablesfor each
subdivision.

Assistanceto Public Schools
Total General Cash Cash Funds Federal Funds FTE
Funds Fund/1,2 Funds Exempt

FY 2006-07 Appropriation:

HB 06-1385 $3,762,250,593  $2,808,530,651 $12,575,000 $461,271,104 $479,873,838 173.5
SB 06-130 210,000 210,000 0 0 0 0.0
HB 06-1001 250,000 0 0 250,000 0 0.0
HB 06-1004 300,000 0 0 300,000 0 0.0
HB 06-1008 531,580 0 0 531,580 0 0.0
HB 06-1310 (4,369,567) 0 0 (4,369,567) 0 0.0
HB 06-1375 36,168,594 30,934,594 0 5,234,000 0 0.3
SB 07-161 5,337,150 (235,073) (35,480) 5,607,703 0 0.0
SB 07-239 0 0 0 0 0 0.0
HB 07-1238 71,040 0 0 71,040 0 0.0
TOTAL $3,800,749,390  $2,839,440,172 $12,539,520 $468,895,860 $479,873,838 173.8
FY 2007-08 Appropriation:

SB 07-239 $4,054,056,569  $3,021,704,790 $12,774,520 $531,340,276 $488,236,983 176.9
SB 07-41 (20,000,000) 0 0 (210,000,000) 0 0.0
SB 07-59 700,000 0 0 700,000 0 0.0
SB 07-192 0 0 0 0 0 10
SB 07-199 (36,357,063) 4,655,056 0 (41,012,119) 0 0.0
SB 07-255 2,200,000 2,200,000 0 0 0 0.0
HB 07-1024 12,000 12,000 0 0 0 0.0
HB 07-1062 1,912,051 0 0 1,912,051 0 10
HB 07-1066 530,000 0 0 530,000 0 0.0
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Assistanceto Public Schools
Total General Cash Cash Funds Federal Funds FTE
Funds Fund/1,2 Funds Exempt
HB 07-1359 359,106 0 0 359,106 0 0.0
TOTAL $4,013,412,663  $3,028,571,846 $12,774,520 $483,829,314 $488,236,983 178.9
Increase/(Decr ease) $212,663,273 $189,131,674 $235,000 $14,933,454 $8,363,145 51
Percentage Change 5.6% 6.7% 1.9% 3.2% 1.7% 2.9%

/1 Includes General Fund Exempt amounts. See Subsection Detail, below, for information on General Fund Exempt appropriations.
/2 For FY 2007-08, includes $5,000,000 that is appropriated as a result of a requirement of afinal state court order and is thus exempt from the
statutory limit on state General Fund appropriations pursuant to Section 24-75-201.1 (1) (a) (I11) (B), C.R.S.

Public School Finance

This subsection of Assistance to Public Schools consists of appropriations for the State's share of funding
required under the School Finance Act of 1994, as amended. The local share of funding (an estimated 36.2
percent of the amount required for FY 2007-08 or $1.85 hillion) is not reflected in appropriations to the
Department. For FY 2007-08, 86.5 percent of the State's shareis funded from the General Fund. Cash funds
appropriations reflect anticipated rental income earned on public school lands, |ess the amount appropriated
for other purposes. Cash funds exempt appropriations consist of moneysin the State Education Fund, federal
mineral lease revenues, interest earned on the Public School Fund, spending from reservesin the State Public
School Fund, and school district audit recoveries. For further information concerning the State Education Fund,
including atable providing a history of appropriations from the Fund, see Appendix D.

Public School Finance

Total General Cash Cash Funds Federal FTE
Funds Fund/1 Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $3,035,371,527 $2,644,118,696 $9,527,356  $381,725,475 $0 00
HB 06-1008 0 0 0 0 0 00
HB 06-1375 4,931,217 4,931,217 0 0 0 00
SB 07-161 20,866,091 (235,073) (35,480) 21,136,644 0 00
SB 07-239 0 0 0 0 0 00
TOTAL $3,061,168,835 $2,648,814,840 $9,491,876  $402,862,119 $0 00
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Public School Finance
Total General Cash Cash Funds Federal FTE
Funds Fund/1 Funds Exempt Funds
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $3,061,168,835 $2,648,814,840 $9,491,876 $402,862,119 $0 0.0
Fund projected enrollment growth
and 4.6 percent increase in base per
pupil funding 241,530,003 171,014,925 0 70,515,078 0 0.0
SB 07-239 $3,302,698,838 $2,819,829,765 $9,491,876 $473,377,197 $0 0.0
SB 07-199 (36,382,063) 4,655,056 0 (41,037,119) 0 0.0
HB 07-1024 12,000 12,000 0 0 0 00
TOTAL $3,266,328,775 $2,824,496,821 $9,491,876 $432,340,078 $0 0.0
Increase/(Decr ease) $205,159,940 $175,681,981 $0 $29,477,959 $0 0.0
Percentage Change 6.7% 6.6% 0.0% 7.3% na n/a
/1 Includes General Fund Exempt amounts.
General Fund Total General General Fund
Summary General Fund Fund Exempt
FY 2006-07 Appropriation $2,649,049,913  $2,392,949,913 $256,100,000
Supplemental (S.B. 07-161) (235,073) (235,073) 0
Long Bill supplemental (S.B. 07-239) 0 (87,000,000) 87,000,000
FY 2006-07 Adjusted Appropriation $2,648,814,840 $2,305,714,840 $343,100,000

Fund projected enrollment growth and
4.6 percent increase in base per pupil
funding 171,014,925 171,014,925 0

Adjust General Fund Exempt amount
based on FY 2007-08 revenue

projections 0 (800,000) 800,000
Fund 2,000 additional preschool slots

(S.B. 07-199) 4,655,056 4,655,056 0
Offset reduction in local funding due to

H.B. 07-1024 12,000 12,000 0
Total FY 2007-08 Appropriation $2,824,496,821 $2,480,596,821 $343,900,000

General Fund Exempt

In November 2005, the Colorado voters passed Referendum C. Referendum C allows the State to retain al
revenue that is collected abovethe TABOR limit for FY 2005-06 through FY 2009-10. Thisrevenue must be
placed in a General Fund Exempt Account (see Section 24-77-103.6 (2), C.R.S.). The above table showsthe
amount appropriated from the General Fund Exempt Account for FY 2006-07 and FY 2007-08 for preschool
through twelfth grade education pursuant to Sections 24-77-103.6 (2) (b) and 24-77-104.5 (3), C.R.S.
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Overview: FY 2007-08 Funding for Public School Finance

TheFY 2007-08 appropriation for public school financeis provided through threebills: S.B. 07-239 (theLong
Bill), S.B. 07-199 (the annual "school financeact"), and H.B. 07-1024. Thesebillsprovidefor a$326.0 million
increase (6.8 percent) in total state and local funding for schools pursuant to the School Finance Act of 1994,
as amended, based on the following:

. a4.6 percent increase in the statewide base per-pupil funding amount, based on an actual inflation rate
of 3.6 percentin CY 2006 plusan additional 1.0 percent asrequired by the State Constitution (requiring
$224.4 million total funds);

. a projected 1.9 percent increase in the number of funded pupils in kindergarten through 12th grade
(requiring $88.5 million total funds);

. the addition of 2,000 funded slotsfor the Colorado Preschool and Kindergarten Program (for atotal of
16,360 half-day slots) authorized through S.B. 07-199 (requiring $6.7 million total funds); and

. anincreasein per pupil funding for districts receiving the lowest amount per pupil authorized through
S.B. 07-199 (requiring $6.4 million total funds).

It is anticipated that local property and specific ownership tax revenues (which are not reflected in
appropriations to the Department) will increase by 7.0 percent ($120.8 million). Appropriations thus reflect
a 6.7 percent ($205.2 million) increase in the Sate's share of funding for districts total program funding to
provide the total required $326.0 million increase. The following table details the data and figures related to
overall school finance funding.

FY 06-07
Amended FY 07-08
School Finance: Total Program Appropriation Appropriation Change
Funded Pupil Count 753,338.0 768,416.3 15,078.3
Annual Percent Change 1.6% 2.0%
Statewide Base Per-Pupil Funding $4,863.87 $5,087.61 $223.74
Annual Percent Change 3.1% 4.6%
Statewide Average Per-Pupil Funding $6,358.92 $6,658.37 $299.45
Annual Percent Change 3.1% 4.7%
Total Program Funding $4,790,417,406 $5,116,400,811 = $325,983,405
Annual Percent Change 4.8% 6.8%
Local Share of Districts Total Program Funding
(excluding appropriation related to BIAS) $1,729,248,571 $1,850,072,036 | $120,823,465
Annual Percent Change 1.6% 7.0%
State Share of Districts Total Program Funding
(including appropriation related to BIAS) $3,061,168,835 $3,266,328,775 | $205,159,940
Annual Percent Change 6.6% 6.7%
Sate Share as % of Digtricts Total Program 63.9% 63.8%

PART IlI

72

EDUCATION



S.B. 07-239 (Long Bill) Issue Descriptions

Fund projected enrollment growth and 4.6 percent increase in base per pupil funding: Section 17 of
Article IX of the Colorado Constitution (Amendment 23) requires the General Assembly to increase the
statewide base per-pupil funding amount by inflation plus one percent annually for FY 2001-02 through FY
2010-11, and by inflation annually thereafter. The Long Bill appropriation provides the $241.5 million (7.9
percent) increase in state funding required for the School Finance Act under current law, including:

. General Fund increases totaling $171.0 million (6.5 percent);
. a$57.7 million increase (18.7 percent) in appropriations from the State Education Fund; and
. a$12.8 million increase (13.6 percent) in appropriations from the State Public School Fund.

Amendment 23 includes arequirement related to the sources of funds the General Assembly uses to provide
therequired inflationary increases. Specifically, for FY 2001-02 through FY 2010-11, the General Assembly
isrequired to annually increase the General Fund appropriation for districts' total program funding by at least
five percent®. The Long Bill appropriation for FY 2007-08 reflects a 6.5 percent increase in the General Fund
appropriation for districts total program funding. Whilethe General Fund increase is more than the minimum
required 5.0 percent General Fund increase, it is less than the overall 7.9 percent required increase in state
funding for FY 2007-08.

The cash funds exempt appropriation from the State Public School Fund is based on projected Fund revenues
and expenditures. The State Education Fund appropriation is adjusted to support the remaining required
increase in state funding.

Additional legislation: For information on additional legislation, see the "Recent Legislation” section at the
end of this department.

Categorical Programs

This subsection of Assistanceto Public Schoolsincludes appropriationsfor al "categorical programs’, aterm
traditionally usedto refer to programsdesigned to serveparticul ar groupsof students(e.g., studentswithlimited
proficiency in English) or particular student needs (e.g., transportation). Section 17 of Article IX of the
Colorado Constitution defines" categorical programs’, and requiresthe General Assembly toincreasetota state
funding for all categorical programsannually by at least the rate of inflation plus one percent for FY 2001-02
through FY 2010-11, and by at least the rate of inflation for subsequent fiscal years.

Categorical programsarefunded primarily with General Fund and varioussourcesof federal funds. Cashfunds
exempt sources include moneys in the State Education Fund, funds transferred from other departments, and
spending from reserves in the Colorado Comprehensive Health Education Fund.

3 Thisfive percent General Fund "maintenance of effort" requirement, however, does not apply in
any fiscal year in which Colorado personal income grows less than 4.5 percent between the previous
two calendar years. Current estimatesindicate that it will apply for FY 2006-07 through FY 2010-11.
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Categorical Programs
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds

FY 2006-07 Appropriation:
HB 06-1385 $339,416,694  $148,911,955 $0  $26,713,507 $163,791,232 59.5
HB 06-1375 25,720,000 25,720,000 0 0 0 0.0
HB 07-1238 71,040 0 0 71,040 0 0.0
TOTAL $365,207,734  $174,631,955 $0  $26,784,547 $163,791,232 59.5
FY 2007-08 Appropriation:

FY 2006-07 Appropriation $365,207,734  $174,631,955 $0  $26,784,547 $163,791,232 59.5

Increase state funding by 4.6 percent 9,257,383 8,033,070 0 1,224,313 0 0.0

Less: Portion of required increase to be

included in separate legislation (2,200,000) (2,200,000) 0 0 0 0.0

Public School Transportation Fund 378,960 0 0 378,960 0 0.0

Expelled and At-risk Student Services

Grant Program 0 0 0 0 0 10
SB 07-239 $372,644,077  $180,465,025 $0  $28,387,820 $163,791,232 60.5
SB 07-255 2,200,000 2,200,000 0 0 0 0.0
TOTAL $374,844,077  $182,665,025 $0  $28,387,820 $163,791,232 60.5
Increase/(Decr ease) $9,636,343 $8,033,070 $0 $1,603,273 $0 10
Percentage Change 2.6% 4.6% n/a 6.0% 0.0% 1.7%

S.B. 07-239 (Long Bill) Issue Descriptions

Increase state funding by 4.6 percent: As required by Amendment 23, the FY 2007-08 appropriation
includes a $9.3 million (4.6 percent) increase in state funding for categorical programs (based on the actual
inflation ratefor 2006). Thisfollowing tabledetailstheallocation of theincreaseamong categorical programs.
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Increasein State Funding for Categorical Programsfor FY 2007-08
FY 2006-07 Allocation of FY 2007-08
Appropriation of | FY 2007-08 Increasesin | Appropriation of
Long Bill Line Item State Funds State Funds State Funds
District Programs Required by Statute:
Specia education - children with disabilities $115,953,326 $3,827,112 3.3% $119,780,438
Child Find Program (separate legidation) 0 2,200,000 100.0% 2,200,000
Subtotal 115,953,326 6,027,112 5.2% 121,980,438
English Language Proficiency Program 6,132,897 1,068,216 17.4% 7,201,113
Other Categorical Programs:
Public school transportation 42,869,585 1,345,720 3.1% 44,215,305
Colorado Vocational Act distributions 20,635,922 572,397 2.8% 21,208,319
Specia education - gifted and talented children 7,808,744 188,433 2.4% 7,997,177
Expelled and at-risk student services grant program 6,285,171 55,505 0.9% 6,340,676
Small attendance center aid 961,817 0 0.0% 961,817
Comprehensive health education 600,000 0 0.0% 600,000
Total $201,247,462 $9,257,383 $210,504,845

Less: Portion of required increaseto beincluded in separate legislation: The General Assembly passed
separate legidation (S.B. 07-255) to statutorily clarify the distribution of responsibilities under the Child Find
Program of the federal Individualswith Disabilities Education Improvement Act of 2004. Thisact includesa
provision appropriating $2.2 million of thetotal increasein state funding required for categorical programsfor
the purpose of reimbursing school districts for the costs of screening and evaluating children with disabilities
under the Child Find Program.

Public School Transportation Fund: Theappropriationincludesa$450,000 cash fundsexempt appropriation
from the Public School Transportation Fund (an increase of $378,960) to allow the Department to re-allocate
recoveries of transportation overpayments collected in FY 2006-07 to school districtsin FY 2007-08.

Expelled and At-risk Student Services Grant Program: The appropriation authorizes the Department to
spend $55,505 of the required increase in state funding for categorical programs to support 1.0 FTE for the
Expelled and At-risk Student Services Grant Program. Thisindividual will provide more technical assistance
to school districts concerning suspension and expulsion, respond to inquiries from parents of suspended and
expelled students, and respond to data requests.

Additional legidlation: For information on additional legislation, see the "Recent Legislation” section at the
end of this department.

PART IlI 75 EDUCATION



Grant Programs and Other Distributions
This subsection of Assistance to Public Schools includes funding for a variety of state and federal grant
programs. A portion of the cash fundsexempt appropriationsare duplicative, simply providing the Department
with the authority to spend moneys that are appropriated to various cash funds. For example, for FY 2007-08,
$700,000 Genera Fund is appropriated to the Smart Start Nutrition Program Fund, and a$700,000 cash funds
exempt appropriation is also provided to authorize the Department to spend moneys in this fund to distribute
funds to eligible school districts. Other cash funds exempt sources include the State Education Fund, the
Tobacco Litigation Settlement Cash Fund, federal Medicaid funds appropriated to the Department of Health
Care Policy and Financing that are used to administer the Public School Health Services program, reservesin
the State Public School Fund, and gifts, grants, and donations.

Grant Programs and Other Distributions
Total General Cash Cash Funds Federal FTE
Funds Fund/1 Funds Exempt Funds

FY 2006-07 Appropriation:
HB 06-1385 $78,608,343  $15,500,000 $2,472,644  $49,757,474 $10,878,225 124
SB 06-130 210,000 210,000 0 0 0 0.0
HB 06-1001 250,000 0 0 250,000 0 0.0
HB 06-1004 300,000 0 0 300,000 0 0.0
HB 06-1008 531,580 0 0 531,580 0 0.0
HB 06-1310 (4,369,567) 0 0 (4,369,567) 0 0.0
HB 06-1375 5,517,377 283,377 0 5,234,000 0 0.3
SB 07-161 (15,528,941) 0 0 (15528,941) 0 0.0
TOTAL $65,518,792 $15,993,377 $2,472,644 $36,174,546 $10,878,225 12.7
FY 2007-08 Appropriation:

FY 2006-07 Appropriation $65,518,792  $15,993,377 $2,472,644  $36,174,546 $10,878,225 12.7

Capital construction programs 10,000,000 5,000,000 0 5,000,000 0 0.0

School breakfast program 700,000 700,000 0 0 0 0.0

Read-to-Achieve Grant Program 548,620 0 0 548,620 0 0.0

Contingency Reserve 148,451 0 0 148,451 0 0.0

Public school health services 7,176 0 0 7,176 0 0.0

Eliminate duplicative appropriation (20,000,000) 0 0  (10,000,000) 0 (2.0)

Eliminate one-time increase for charter

school capital construction (2,800,000) 0 0 (2,800,000) 0 0.0

Aid to declining enrollment districts with

new charter schools (1,283,377) (283,377) 0  (1,000,000) 0 0.0

Eliminate one-time funding for

supplemental on-line education courses (531,580) 0 0 (531,580) 0 0.0
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Grant Programs and Other Distributions
Total General Cash Cash Funds Federal FTE
Funds Fund/1 Funds Exempt Funds
Eliminate one-time spending authority from
School Construction and Renovation Fund (437,602) 0 0 (437,602) 0 0.0
Eliminate one-time funding for Reading
Assistance Grant Program (300,000) 0 0 (300,000) 0 0.0
Eliminate spending authority from Principal
Development Scholarship Fund (250,000) 0 0 (250,000) 0 0.0
SB 07-239 $61,320,480 $21,410,000 $2,472,644 $26,559,611 $10,878,225 10.7
SB 07-41 (20,000,000) 0 0  (10,000,000) 0 0.0
SB 07-59 700,000 0 0 700,000 0 0.0
SB 07-192 0 0 0 0 0 10
SB 07-199 25,000 0 0 25,000 0 0.0
HB 07-1066 530,000 0 0 530,000 0 0.0
HB 07-1359 359,106 0 0 359,106 0 0.0
TOTAL $52,934,586 $21,410,000 $2,472,644 $18,173,717 $10,878,225 11.7
I ncr ease/(Decr ease) ($12,584,206) $5,416,623 $0  ($18,000,829) $0 (1.0)
Percentage Change (19.2)% 33.9% 0.0% (49.8)% 00%  (7.9%

/1 For FY 2007-08, includes $5,000,000 that is appropriated as a result of arequirement of afinal state court order and is thus exempt from the
statutory limit on state General Fund appropriations pursuant to Section 24-75-201.1 (1) (a) (I11) (B), C.R.S.

S.B. 07-239 (Long Bill) Issue Descriptions

Capital construction programs. The appropriation includes a $5.0 million increase in the General Fund
appropriations for capital construction assistance programs (from $15.0 million for FY 2006-07 to $20.0
million for FY 2007-08). The appropriation also includes a commensurate $5.0 million increase in the cash
funds exempt spending authority out of the School Capital Construction Expenditures Reserve and the School
Construction and Renovation Fund. The $20.0 million General Fund appropriation is required under current
law, based on the March 2007 Legidlative Council Staff revenue forecast. The appropriation identifies $5.0
million of the FY 2007-08 appropriation as exempt from the six percent statutory limitation on General Fund
appropriations asit isappropriated asaresult of afinal state court order (the Giardino settlement agreement).

School breakfast program: The appropriation adds $700,000 General Fund for school districts to create,
expand, or enhancethefederal school breakfast program in each low-performing school. [Please notethat S.B.
07-59 redirects the $700,000 added to this line item to a new, related program (see the "Recent Legidlation”
section at the end of this department for a description of this new program).]

Read-to-Achieve Grant Program: The appropriation reflects a net increase in cash funds exempt spending
authority from the Read-to-Achieve Cash Fund, including an increase of $807,099 in spending authority from
the Read-to-Achieve Cash Fund balance, offset by a $258,479 decrease in the amount of tobacco settlement
funding anticipated to be allocated to the Read-to-Achieve Cash Fund.
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Contingency Reserve: The appropriation reflectsasmall increase in the balance available to the State Board
of Education in the State Public School Fund, Contingency Reserve.

Public school health services: The appropriation reflects a small increase in the costs of administering the
S.B. 97-101 Public School Health Services program.

Eliminate duplicative appropriation: The appropriation eliminates a duplicative cash funds exempt
appropriation from the School Capital Construction Expenditures Reserve, along with the appropriation for
2.0 FTE currently supported by moneys in the Reserve. The State Board of Education is authorized under
current law to approve and order payments from the Reserve without an appropriation, so this duplicative
appropriation is unnecessary.

Eliminate one-time increase for charter school capital construction: Consistent with current law, the
appropriation reflects the elimination of a$2.8 million one-timeincrease in funding for charter school capital
construction.

Aid to declining enrollment districts with new charter schools: The appropriation does not include any
funding for this program.

Eliminate one-time funding for supplemental on-line education courses. The appropriation does not
include any funding for this program, as this program is repealed July 1, 2007.

Eliminateone-timespendingauthority from School Construction and Renovation Fund: TheFY 2006-07
Long Bill authorized the Department to spend a $437,602 balance in the School Construction and Renovation
Fund. This one-time appropriation is eliminated for FY 2007-08.

Eliminate one-time funding for Reading Assistance Grant Program: The appropriation eliminates a
$300,000 one-time cash funds exempt appropriation from the Read-to-Achieve Cash Fund for this program.

Eliminate spending authority from Principal Development Scholarship Fund: The appropriation
eliminates $250,000 in cash funds exempt spending authority for gifts, grants, and donations that may be
credited to the Principal Development Scholarship Fund.

Additional legislation: For information on additional legislation, see the "Recent Legislation” section at the
end of this department.

Appropriated Soonsored Programs

This subsection of Assistance to Public Schools reflects the mgjority of federal funds available to the
Department and the associated federally-funded department staff. This section also provides cash funds
spending authority for the Department to receive fees related to conferences, as well as cash funds exempt
spending authority for the Department to receive transfers from other state agencies. The vast magority of the
funds reflected in this section are distributed directly to local school districts, with the balance utilized by the
Department to provide technical assistance to school districts and to cover department administrative costs.
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The most significant sources of federal funds currently reflected in this section include the following:

. Title! of the Elementary and Secondary Education Act -- funding to improve education for children at
risk of school failure, including thosewho liveinlow income communities, migrant children, and those
who are neglected and delinquent;

. U.S. Department of Agriculture Food and Nutrition Service -- funding for the National School Lunch
Program, which provides for reduced-cost or free lunches to students; and

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

Appropriated Sponsored Programs
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $308,854,029 $0 $575,000 $3,074,648 $305,204,381 101.6
TOTAL $308,854,029 $0 $575,000 $3,074,648 $305,204,381 101.6
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $308,854,029 $0 $575,000 $3,074,648 $305,204,381 101.6
Change in anticipated federal funds 8,363,145 0 0 0 8,363,145 4.4
Anticipated grants and donations 176,000 0 235,000 (59,000) 0 (0.3
SB 07-239 $317,393,174 $0 $810,000 $3,015,648 $313,567,526 105.7
HB 07-1062 1,912,051 0 0 1,912,051 0 10
TOTAL $319,305,225 $0 $810,000 $4,927,699 $313,567,526 106.7
Increase/(Decr ease) $10,451,196 $0 $235,000 $1,853,051 $8,363,145 51
Percentage Change 3.4% n/a 40.9% 60.3% 2.7% 5.0%

S.B. 07-239 (Long Bill) I ssue Descriptions

Changein anticipated federal funds: The appropriation reflects an anticipated net increase in a variety of
federal fund sources that are reflected in this subsection (compared to the FY 2006-07 appropriation), aswell
as anet increase in the number of federally-funded staff.

Anticipated grantsand donations: Theappropriation reflectsanincreasein anticipated conferencefees. The
appropriation also reflects a net decrease in the amount of grants and donations the Department anticipates
receiving, along with the associated staffing level.
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Additional legislation: For information on additional legislation, see the "Recent Legislation” section at the
end of this department.

Library Programs

This section contains appropriations for al library-related programs, with the exception of department staff,
who arefunded through two other lineitems. Specifically, library program staff supported by state funds (12.5
FTE) are included in the General Department and Program Administration line item in the Management and
Administration section; library program staff supported by federal funds (21.8 FTE) are included in the
Appropriated Sponsored Programs line item in the Assistance to Public Schools section. Library programs
reflected in thissection are primarily supported by General Fund. Cash fundsexempt sourcesincludetransfers
from the Col orado Disabled Telephone Users Fund to support privately operated reading servicesfor the blind,
aswell as grants and donations.

Library Programs
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $1,640,819 $1,420,819 $0 $220,000 $0 0.0
TOTAL $1,640,819 $1,420,819 $0 $220,000 $0 0.0
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $1,640,819 $1,420,819 $0 $220,000 $0 0.0
None 0 0 0 0 0 0.0
SB 07-239 $1,640,819 $1,420,819 $0 $220,000 $0 0.0
TOTAL $1,640,819 $1,420,819 $0 $220,000 $0 0.0
I ncr ease/(Decr ease) $0 $0 $0 $0 $0 0.0
Percentage Change 0.0% 0.0% n/a 0.0% n/a n/a

School for the Deaf and the Blind

This section contains appropriations for the operation of the Colorado School for the Deaf and the Blind
(CSDB), which is located in Colorado Springs. The CSDB provides educationa services for children
throughout the state who are deaf, hard-of-hearing, blind, or visually-impaired. In FY 2005-06, the CSDB had
atotal enrollment of 488 children, including 264 infants and toddlers and 224 students (ages 3 to 21) who
received serviceson-campus. The on-campus enrollment included 120 residential students (who return home
on weekends and for the summer) and 104 students who only attended classes during the day. The majority
of children who receive servicesthrough the CSDB (82.4 percent in FY 2005-06) are deaf or hearing impaired.
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The primary source of funding for the CSDB is General Fund. However, for each student eligible for funding
under the School Finance Act (an estimated 196 students for FY 2007-08)*, the CSDB receives funding from
each student's “home” school district. The amount the CSDB receives for each eligible pupil is equal to the
statewide per pupil operating revenue (which excludes capital and insurance reserve alocations), estimated at
$6,358 per pupil for FY 2007-08. The Department effects such transfers by withholding funds appropriated
for the State'sshare of districts' total program funding that would otherwise be paid to the home school district.
This source of funding is reflected in the Long Bill as a cash funds exempt transfer from the State Share of
Districts Total Program Funding lineitem. In addition, the appropriation includes other cash funds exempt
transfers from the Assistance to Public Schools section of the Long Bill, including state and federal funding
for special education services, federal Medicaid funds, federal child nutrition funds, and variousfederal grants.
Cash funds appropriations consist of fees paid by individuals for workshops and conferences and housing
reimbursements.

School for the Deaf and the Blind
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $12,447,530 $9,189,120 $85,000 $3,173,410 $0 161.9
SB 07-161 (85,711) (85,711) 0 0 0 0.0
TOTAL $12,361,819 $9,103,409 $85,000 $3,173,410 $0 161.9
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $12,361,819 $9,103,409 $85,000 $3,173,410 $0 161.9
Annualize salary increases 232,731 232,731 0 0 0 0.0
Tuition for out-of-state students 200,000 0 200,000 0 0 0.0
Grant funding 3,608 0 0 3,608 0 31
Fund source adjustment 0 (26,774) 0 26,774 0 0.0
Personal services base reduction (42,412) (42,412) 0 0 0 0.0
Utilities (37,181) (37,181) 0 0 0 0.0
Other 23,100 13,100 0 10,000 0 0.0
SB 07-239 $12,741665  $9,242,873 $285,000  $3,213,792 $0 165.0
TOTAL $12,741,665  $9,242,873 $285,000  $3,213,792 $0 165.0
I ncrease/(Decr ease) $379,846 $139,464 $200,000 $40,382 $0 31
Percentage Change 3.1% 1.5% 235.3% 1.3% n/a 1.9%

* CSDB studentswho are not eligible for funding under the School Finance Act include preschool
students and students ages 18 through 21 who participate in a transition program.
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S.B. 07-(Long Bill) Issue Descriptions

Annualize salary increases. The appropriation includes $232,731 to annualize salary survey increases
awarded in FY 2006-07.

Tuition for out-of-state students: The appropriation includes a $200,000 cash funds appropriation to allow
the School to receive tuition payments from other states (e.g., Wyoming) for up to four students.

Grant funding: The appropriation reflects an increase in the amount of grant funding the School anticipates
receiving, aswell as an increase in the associated staff who are supported by grants.

Fund sour ceadjustment: Theappropriation reflectsan increase of $26,774 cash fundsexempt and aGenera
Fund decrease of the same amount based on projected increases in per-pupil funding available to the School.

Personal servicesbasereduction: The appropriation includes a reduction of $42,412 associated with a0.5
percent reduction in funding for personal services.

Utilities: The appropriation reflects a reduction of $37,181 based on projected utilities expenses.
Other: The appropriation includes the following miscellaneous funding increases: $10,000 in Medicaid
reimbursements; $6,420 for shift differential ; $4,997 for vehiclelease payments; $1,694 for food expenses; and

$16 for medical expenses. These increases are offset by a decrease of $27 for communications services
payments.

Recent Legidation

2006 Session Bills

S.B. 06-24: Requirespublic schoolsto assign each student (including those enrolled inthe Col orado Preschool
and Kindergarten Program) auniqueidentification number that will carry through college; requiresdatasharing
between the State Board of Education, the Colorado Commission on Higher Education, and qualified
researchers.

S.B. 06-73: Effective July 1, 2007, expands the age requirements associated with compulsory school
attendance to include children ages seven through 16 (adding 16-year-olds).

S.B. 06-119: For the purpose of charter schools that rely on the State Charter School Debt Service Reserve
Fund to have bonds issued by the Colorado Educational and Cultural Facilities Authority on their behalf,
increases the aggregate outstanding principal amount of bonds that may be secured by the state's moral
obligation and the State Charter School Debt Service Reserve Fund from $200 million to $400 million.

S.B. 06-127: Createsapilot program to make fresh fruits and vegetables available throughout the school day
to students of participating schools. Directs the Department of Education to use $150,000 of the $500,000
Genera Fund appropriated for the federal school breakfast program for FY 2006-07 and FY 2007-08 to fund
the pilot program.
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S.B. 06-129: Expandsthe programsfor which the Department of Health Care Policy and Financingisrequired
to use a cash-based, rather than accrual-based, system of accounting. Reduces the FY 2005-06 cash funds
exempt appropriation to the Department of Education for public school health services by $2,706,157. For
more information refer to the bill description in the Department of Health Care Policy and Financing.

S.B. 06-130: Requiresthe General Assembly to annually make a separate appropriation to cover the estimated
cost of providing abasic grant of at least $10,000 to each eligible board of cooperative services. Appropriates
$210,000 General Fund to the Department of Education for FY 2006-07 for the provision of $10,000 grants
to each eligible board.

S.B.06-176: Clarifiescertain provisionsrelated to educator licensure. Directsapplicantsfor educator licenses
and nonpublic schools to submit fingerprints (and the associated fees) directly to the Colorado Bureau of
Investigation (CBI) for acriminal history record check. Eliminates the $775,000 cash funds appropriation to
the Department of Education for background record checks, and shifts $337,816 of the appropriation to the
Department of Public Safety for fingerprint processing services (the portion related to CBI record checks) from
cash funds exempt to cash funds.

H.B. 06-1001: Requiresthe State Board of Education to annually survey school district superintendents who
employ new principals. Specifiesthefrequency of principal performanceevaluations, and requireslocal boards
of education to identify any areas in which one or more principals require further training or development.
Creates the Principal Development Scholarship Program to provide stipends for professional development
activities for principals on the basis of need. Appropriates $250,000 from the Principa Development
Scholarship Fund (consisting of gifts, grants, and donations) to the Department of Education for FY 2006-07
for the purpose of awarding stipends to principals through the Principal Development Scholarship Program,
aswell as $11,460 from the Educator Licensure Cash Fund to survey superintendents.

H.B. 06-1004: Establishesthe Reading Assistance Grant Program to provide grantsto nonprofit organizations
that provideand distributeto school districtsand eligiblefacilitiesaccessi ble educational materialsfor students
who have difficulty achieving the state model content standards, but are not identified as having a disability.
Authorizesthe State Board of Education to award grantstotaling up to $100,000 per fiscal year. Appropriates
$300,000 from the Read-to-A chieve Cash Fund to the Reading A ssi stance Grant Program Fund for FY 2006-07.
Continuously appropriates moneys in the latter fund to the Department.

H.B. 06-1008: For FY 2006-07 only, allows small school districts and certain charter schools to receive
reimbursement for the cost of purchasing supplemental on-line education courses. Appropriates $531,580 to
the Department of Education for FY 2006-07 to reimburse eligible school districts and charter schools. This
appropriationisfrom mineral lease revenuesthat are transferred to the State Public School Fund. Also adjusts
aletter noteintheFY 2006-07 Long Bill to reducethe amount appropriated from federal mineral leaserevenues
and increase the amount appropriated from reserves in the State Public School Fund.

H.B. 06-1109: Requiresthe Department to provide, withinexisting resources, technical assistanceand training
to school districts and charter schools in interpreting and using diagnostic academic growth information.
Requires the State Board to present the Governor's Distinguished Improvement Awards to schools that
demonstrate the highest rate of student academic growth. Authorizes the State Board to use any funds
remaining from the amount annually appropriated for longitudinal analyses to provide tangible items of
recognition (such as banners or trophies) to schools that receive the awards from the John Irwin Schools of
Excellence Awards Program and the Governor's Distinguished Improvement Awards. Increases the
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appropriation to the Department of Education for FY 2006-07 for longitudinal analyses of student assessment
resultsby 1.0 FTE.

H.B. 06-1310: Instructsthe State Treasurer to transfer a specified amount of tobacco settlement moneysto the
Read-to-Achieve Cash Fund, instead of requiring an appropriation for such purpose. Adjusts FY 2006-07
appropriationsto the Department of Education, reducing the appropriation of tobacco litigation settlement cash
fundsto the Read-to-Achieve Cash Fund by $4,369,567, thereby eliminatingit. For additional information on
this bill, see the "Recent Legislation” section for the Department of Public Health and Environment.

H.B. 06-1375 (" School Finance Act"): Amendsthe"Public School Finance Act of 1994", to provide funding
for school districts for FY 2006-07, making the following changes:

. Increases the statewide base per pupil funding from $4,717.62 to $4,863.87 (3.1 percent).

. Adds 2,000 funded sots for the Colorado Preschool Program (for atotal of 14,360) and expresses the
Genera Assembly's intent to "fully fund” the program over the next three fiscal years. Authorizes
districtsto utilizeupto 15 percent of thetotal number of slotsto providefull-day kindergarten programs
and up to five percent of the total number of dlots to provide full-day preschool programs. Renames
the program the Colorado Preschool and Kindergarten Program.

. Repeal sfull-day kindergarten (versus half-day) funding for students who attend a school that receives
an academic performance rating of "unsatisfactory” for the previous school year.

. Eliminates the authority of the Department to transfer moneys appropriated for the state share of
districts total program funding to offset thedirect and indirect costsfor administering the Public School
Finance Act.

Increases the FY 2006-07 Long Bill appropriation from the General Fund for the state share of districts' total
program funding by $4,931,217 (including an increase of $5,058,721 for the new preschool slots and a
reduction of $127,504 associated with repealing full-day kindergarten funding). Increases the General Fund
appropriation for Department administration by $845,633 and 10.0 FTE, and decreases the cash funds exempt
appropriations for this purpose by the same amounts. Appropriates $65,804 General Fund and 1.0 FTE for
administration of the State Preschool and Kindergarten Program.

Special Education for Children With Disabilities. For FY 2005-06 and each budget year thereafter, modifies
the distribution of state moneys appropriated for special education for children with disabilities, including the
creation of the Special Education High Cost Grant Program for administrative units that incur high per-child
costs (this program begins in FY 2006-07). Creates the Colorado Special Education Fiscal Advisory
Committee to award high cost grants to administrative units and to make recommendations concerning the
distribution of state funds. Increases the appropriation of state funds for districts special education costs by
$20,000,000 for FY 2005-06 (for atotal of $110,233,326), and by $25,720,000 for FY 2006-07 (for atotal of
$115,953,326). Appropriates $37,582 General Fund and 0.5 FTE to cover the Department's administrative
costs associated with the changes in the distribution and data collection.

School District Capital Construction. Appropriates $19,250,000 General Fund (including $5,000,000 that is
exempt from the six percent limit on General Fund appropriations) to the School Construction and Renovation
Fund (the "Fund") for FY 2005-06. Authorizes the Department to expend the $19.25 million in FY 2005-06
or FY 2006-07, and specifiesthat statutory application deadlines shall not apply to grantsawarded from moneys
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appropriated to the Fund in FY 2005-06. Appropriates $5,750,000 General Fund to the School Capital
Construction Expenditures Reserve for FY 2005-06, and authorizes the Department to expend these moneys
from the Reserve in FY 2005-06. Requiresthe General Assembly to appropriate atotal of $15 million, split
evenly between the Fund and the Reserve, for FY 2006-07 (these appropriationsareincludedin H.B. 06-1385).

Eliminates the provision that requires the State Treasurer to transfer any moneys in the Reserve that remain
unexpended or unencumbered on March 15 of each fiscal year to the Fund. Allowsthe General Assembly to
appropriate General Fund moneys to the Fund or the Reserve for fiscal years 2005-06 through 2010-11 even
if General Fund revenues do not exceed the relevant statutory threshold.

Charter School Capital Construction Funding. Requires the General Assembly to appropriate $7.8 million
fromthe State Education Fund for charter school capital constructionfor FY 2006-07 (rather than $5.0 million),
and increases the FY 2006-07 appropriation for such purpose by $2.8 million.

AidtoDeclining Enrollment Districts. Providesoneyear of additional state aid to declining enrollment districts
in which a new charter school is opened. Appropriates $1,283,377 (including $1,000,000 from the State
Education Fund and $283,377 from the General Fund) for declining enrollment district aid.

Summer School Grant Program. Creates a program to provide grants for districts to operate summer school
programsfor students entering the 4th through 8th grades who received an unsatisfactory score on the reading,
writing, or math portion of the Colorado student assessment program in the preceding academic year.
Appropriates $1,000,000 from the State Education Fund and 0.3 FTE to the Department for FY 2006-07 for
the new grant program.

Facility Summer School Program. Narrows the Facility Summer School Grant Program to focus on reading,
writing, or math. Eliminates the Facility Summer School Grant Program Fund and instead providesfor direct
appropriations from the State Education Fund for the program. Appropriates $500,000 from the State
Education Fund to the Department for FY 2006-07 for the grant program.

National Credential Fee Assistance. Eliminatesthe National Credential Fund and instead providesfor direct
appropriationsfrom the State Education Fund for the provision of national credential fee assistance. Increases
the appropriation from the State Education Fund for such purpose by $17,000 (for atotal of $100,000).

Transportation. Requiresany recovered overpaymentsof transportation reimbursementsto school districtsand
the State Charter School Institute dueto an audit to be credited to the Public School Transportation Fund (rather
than the State Public School Fund). Modifies the method for cal culating unreimbursed excess transportation
costs for purposes of alowing local boards of education to seek voter approva to impose amill levy for the
payment of such costs.

Tax Increment Financing. Establishes atask force to study the impact of tax increment financing provisions
in urban renewal plans on public school finance. Appropriates $3,816 General Fund to the Legidative
Department for FY 2006-07 to fund per diem costs for the members of the task force.

H.B. 06-1385: General appropriationsact for FY 2006-07. Alsoincludessupplemental adjustmentsto modify
appropriations to the Department of Education included in the FY 2005-06 Long Bill (S.B. 05-209).
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2007 Session Bills

S.B. 07-16: Effective July 1, 2008, lowers the minimum age of compulsory school attendance from seven to
Six years of age.

S.B. 07-26: Authorizesaschool district, upon voter approval, to impose an additional mill levy for purposes
of funding the school district's excess full-day kindergarten costs.

S.B. 07-41: Establishesthe Advisory Committee for Public School Capital Construction to: establish facility
and safety priorities for use in assessing and prioritizing applications for state assistance with capital
construction projects; review grant applications and recommend grant recipients to the State Board of
Education; and assist school districts in identifying critical capital outlay needs and implementing funded
projects. Requiresthe Department to oversee agrant priority assessment of school buildings and facilitiesin
school districtsthat enroll fewer than 1,200 pupils, prioritizing the smallest districts and those with the lowest
per-pupil assessed valuation. Authorizes the State Board to use up to $782,000 of lottery proceeds that are
transferred to the State Public School Fund for both FY 2007-08 and FY 2008-09 combined to cover the costs
incurred in establishing the facility and safety priorities and in conducting the grant priority assessment.

Authorizes the State Board to authorize expenditure of moneys in the School Construction and Renovation
Fund without an appropriation, and eliminates the $10,000,000 in cash funds exempt spending authority from
the School Construction and Renovation FundintheFY 2007-08 Long Bill. Authorizesthe Department of Law
to receive $3,389 from the Department of Education in FY 2007-08 for the provision of legal services.

S.B. 07-59: Createsthe Start Smart Nutrition Program to eliminate the amount paid by students participating
in the federal School Breakfast Program who are eligible for reduced-price meals. Requires the Generd
Assembly to annually appropriate at |east $700,000, but not more than $1,500,000, to the newly created Smart
Start Nutrition Program Fund for such purpose. Authorizes the Department to spend up to one percent of
moneys appropriated from the Fund to cover associated administrative costs. Appropriates $700,000 General
Fund to the Smart Start Nutrition Program Fund, and provides a commensurate amount of cash funds exempt
spending authority out of such fund. Reducesthe General Fund appropriation inthe FY 2007-08 Long Bill for
the federal School Breakfast Program by $700,000.

S.B. 07-140: Createsthe Quality Teachers Commission to study the "teacher gap" in Colorado (the condition
of poor and minority students receiving instruction from less-qualified teachers) and implementing a teacher
identification protocol, integrating teacher data into existing and emerging databases. Creates the Quality
Teachers Fund, consisting of gifts, grants, and donations, and continuously appropriates moneys in the Fund
to the Department.

S.B. 07-148: Creates the Fast College Fast Jobs Pilot Program, through which certain school districts and
boardsof cooperative servicesmay enter into acontract with one or more higher educationinstitutionsto enable
students enrolled in certain "target” high schools to simultaneously complete requirements for a high school
diplomaand an associate'sdegree or acareer and technical education certificate. Individual students participate
in the program for five years, beginning in ninth grade. Specifiesthat a participating district shall receive 100
percent of its per pupil revenue annually for each participating student, except that it shall only receive 85
percent of its per pupil revenue in any academic year in which astudent isenrolled in 12 or more credit hours
per semester at a higher education institution. Specifies that participating students shall not be eligible to
receive a stipend from the College Opportunity Fund.
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S.B.07-161: Supplemental appropriation to the Department of Educationto modify FY 2006-07 appropriations
included in the FY 2006-07 Long Bill (H.B. 06-1385).

S.B. 07-192: Repeals and reenacts the Read-to-Achieve Grant Program for seven yearsthrough July 1, 2014.
Makes several modifications to the Program, including authorizing grant recipients to serve kindergarten and
first grade pupils, and alowing up to 3.0 percent (rather than the current 1.0 percent) of the moneys
appropriated from the Read-to-A chieve Cash Fund to be spent to administer the program. AuthorizestheBoard
to hire 1.0 FTE, beginning in FY 2007-08, to administer the program (rather than relying solely on contract
services).

S.B. 07-199 (" School Finance Act"): Amendsthe "Public School Finance Act of 1994", to provide funding
for school districts for FY 2007-08, making the following changes:

. Increases the statewide base per pupil funding from $4,863.87 to $5,087.61 (4.6 percent).

. Adds 2,000 funded slots for the Colorado Preschool and Kindergarten Programfor FY 2007-08 (for
atotal of 16,360), and another 3,500 funded slots for FY 2008-09 (for atotal of 19,860).

. Disconnectson-linefunding from minimumper pupil funding. Maintainstheexisting statutory formula
for funding on-line pupils, but modifies the method used to calculate the minimum per pupil funding
for school districts. Beginning in FY 2007-08, districts will receive at least 94.3 percent of the state
average per pupil funding; for FY 2008-09, this percentage will increase to 95.0 percent.

. Changesthe method for calculating school district property taxes that support the School Finance Act
intwo ways. First, imposes acap of 27 mills on school finance levies. This changeis anticipated to
reduce property tax revenuesin 34 districts by atotal of $12.1 million. Second, requires districts that
have received voter approval to retain and spend revenues in excess of their TABOR property tax
revenue limit to impose the mill levy for FY 2006-07 in FY 2007-08 and future fiscal years (unlessthe
levy exceeds 27 mills). Thischangeisanticipated to increase property tax revenuesin 106 districts by
atotal of $61.9 million.

In connection with the above changes, reduces the FY 2007-08 Long Bill appropriation for the state share of
districts' total program funding by $36,382,063, including a cash funds exempt decrease from the State
Education Fund of $41,037,119, and a Genera Fund increase of $4,655,056 (for the new preschool slots).

Also makes several other statutory changes, including the following:

. Sets a $300,000 cap for the total amount of aid that a declining enrollment district in which a new
district charter school opens may receivein the fiscal year in which the new charter school opens.

. Modifiesthetime period and interest rate applicableto repaymentsfromdistrictsthat havereceived an
overpayment of state funding.

. Requires each local board of education to develop and submit a plan to potentialy phasein afull-day

kindergarten programinthe school district to befunded with state or local moneysprovided specifically
for such program.
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. Requires each school district to submit its adopted annual budget to the Department by January 31,
2009, and annually thereafter, using a standard budget report format determined by the State Board of
Education.

. Beginning in FY 2008-09, directs the Joint Budget Committee to consider a joint recommendation
submitted by the Education Committees regarding the allocation of the required increase in total state
funding for all categorical programs when developing the annual general appropriation bill.

Finally, increasesthe cash fundsexempt appropriation from the State Educati on Fund appropriation for national
credential fee assistance by $25,000.

S.B. 07-215: Changestheoversight, structure, and funding of public school on-line education. Allows school
districts, boards of cooperative services, and the State Charter School Institute to authorize on-line programs.
Defines asingle-district program as one that only serves studentsin the district(s) that created it, and a multi-
district program as one that serves students across district boundaries. Requiresthe State Board of Education
to establish quality standards for on-line programs, and creates the Division of On-line Learning in the
Department to support on-line programs, certify multi-district programs, and document and track complaints
about on-line programs. Requires amulti-district program that intends to offer instruction to students within
alearning center to seek to enter into a memorandum of understanding with the school district in which the
learning center would be located. Creates a nine-member On-line Learning Advisory Board to report to the
State Board on the operations of on-line programs and provide policy recommendations.

Beginning in FY 2008-09, removes limits on the students who may receive funding in an on-line program and
funds students in a single-district on-line program at the district's per-pupil funding amount. Createsthe On-
line Education Cash Fund, and transfers to the cash fund $830,000 of audit recoveries credited to the State
Public School Fund. Requiresthe General Assembly to annually appropriate moneysfrom the Fund to support
the Division of On-line Learning, and appropriates $418,861 from the Fund and 3.5 FTE to the Department for
the Division for FY 2007-08.

S.B. 07-239: General appropriations act for FY 2007-08. Also includes supplemental adjustmentsto modify
appropriationsto the Department of Educationincluded inthe FY 2005-06 Long Bill (S.B. 05-209) and the FY
2006-07 Long Bill (H.B. 06-1385).

S.B. 07-255: Allocates specific responsibilities of the Child Find program of the federal Individuals with
Disabilities Education |mprovement Act of 2004 (IDEA) for children under age three between the Department
of Education and the Department of Human Services. The Department of Education will be responsible for
ensuring that administrative units screen and evaluate children with disabilities. Administrative units will
coordinate with community centered boards as a child transitions from the developmental disabilities system
to the public education system by age three. Appropriates $2,200,000 General Fund to the Department of
Educationfor FY 2007-08 for distributionto administrative unitsto offset the costsincurredin conducting child
find activities. Requires this funding to be allocated among administrative units based on the number of
children under age three who were evaluated by each administrative unit. In subsequent years, the portion of
state funding for specia education servicesthat will be allocated for this purpose will be based on the number
of children evaluated in the preceding fiscal year, and the lesser of inflation or the percentage change in total
state funding for special education services.

The Department of Human Serviceswill be responsible for devel oping and implementing astatewide plan for
public education outreach and awareness efforts, for ensuring referrals from the community are accepted and
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families are assisted in connecting with the appropriate agency, and ensuring intake and case management
services are provided after a referral has been made. Community centered boards will develop an
individualized plan for a child with a disability, in coordination with Child Find evaluations conducted by
administrative units.

H.B. 07-1024: Exempts property owned and used by the Fire and Police Pension Association (FPPA) from
property taxes beginning with the 2007 property tax year. Appropriates $12,000 Genera Fund to the
Department of Education for FY 2007-08 to offset the amount of local school operating property tax revenues
foregone by exempting the FPPA building in the Cherry Creek School District.

H.B. 07-1048: Declaresthat information on the longitudinal growth of students should be the cornerstone of
the state'seducational accountability system. Directsthe Governor to appoint, and the Department to convene,
anew technical advisory panel to assist the Department and the State Board in devel oping alongitudinal growth
model to measurethe academic growth of students. Requiresthe Department to contract withan entity torevise
theexisting longitudinal growth model; the contractor will have 60 days after being chosen to adapt an existing
mixed-effects statistical model for use in Colorado to calculate each student's and each school's academic
growth in reading, writing, and mathematics. Requires the Department to cal culate what constitutes adequate
longitudinal academic growth for each student by August 15 each year. Repealstherequirement in current law
that a portion of the in-year cost recovery from the use of unique student identifiers be used to fund the
calculation of academic growth of students.

H.B. 07-1062: Replacesthepilot programfor consolidated child care serviceswith anew, statewideintegrated
system of Early Childhood Councilstoimprove and sustain the availability, accessibility, capacity, and quality
of early childhood services. Specifies that the Councils shall be governed by the Department of Human
Services in collaboration with an advisory team (created by the bill), with input, cooperation, and support
services from the Department of Education and the Department of Public Health and Environment. Requires
a periodic, independent evaluation of the system of Councils to determine their effectiveness. Appropriates
$1,912,051 cash funds exempt transferred from the Department of Human Services and 1.0 FTE to the
Department of Education for: (a) a coordinator of direct support services to Councils; (b) the provision of
support services and technical assistance to Councils; and (c) an evaluation of Councils. For additional
information on this bill, see the "Recent Legislation" section for the Department of Human Services.

H.B. 07-1066: Establishestwo programs to support supplemental on-line education services. First, requires
the General Assembly to annually appropriate federal mineral lease moneys for the Mountain Board of
Cooperative Services (BOCES) to contract with asupplemental on-line course provider to offer on-line courses
to school districts, BOCES, and charter schoolsat acost of no more than $200 per student per semester course.
Appropriates $480,000 from the State Public School Fund for FY 2007-08 for this program. Second, requires
the Genera Assembly to annually appropriate federal mineral lease moneys for the State Board of Education
to award grants to BOCES and certain school districts and charter schools to remove financial or technical
barriers to providing supplementa on-line education courses. Appropriates $50,000 from the State Public
School Fund for FY 2007-08 for this grant program.

H.B. 07-1118: Requires the State Board, by July 1, 2008, to develop a comprehensive set of guidelines for
local school boards to use in developing high school graduation requirements. Creates a State Graduation
Guidelines Development Council to develop and recommend a set of guidelines to the State Board; requires
the Council to hold at | east six public meetingsthroughout the stateto hear testimony. Requiresthe Department
to provide the Council with office space, equipment, and staff services necessary to carry out its duties.
Requires local school boards to undertake a community-based process to develop a blueprint for the
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community’ s education system, and to use this blueprint along with the State Board's guidelines to establish
local high school graduation requirements applicableto studentsenrolling in Sth grade beginning July 1, 20009.
Specifies that the requirements established by alocal board shall meet or exceed any minimum standards or
basic core competencies or skillsidentified in the State Board's guidelines.

Requires the Colorado Commission on Higher Education to work with the State Board to align academic
admission standardsfor all state-supported baccal aureate and graduateinstitutions of higher educationwiththe
State Board's guidelines for high school graduation requirements.

H.B. 07-1232: Establishesaprocessto provide mid-year fundingincreasesto school districtsthat areimpacted
by military troop movements. For FY 2007-08 through FY 2010-11, allows school districts to request
additional funding for pupils who are dependents of full-time active-duty members of the military and who
enrol| after theannual October pupil count. Districtsareeligiblefor additional fundingif the number of eligible
students, counted in February, represents an increase of at least one percent or 25 pupils. Requires the
Department to request asupplemental appropriation by March 1 sufficient to provide each eligibledistrict with
one-half of itsper pupil revenuesfor each eligible pupil. Appropriates $8,000 General Fund to the Department
for FY 2007-08 to make necessary computer programming changes.

H.B. 07-1237: Establishes existing accounts within the State Public School Fund (SPSF) as separate fundsin
order to simplify the associ ated accounting and appropriation processes. Specifically, establishesthefollowing
three funds: (1) the Contingency Reserve Fund (utilized by the State Board of Education to assist school
districtswith certain financial emergencies); (2) the Lottery Proceeds Contingency Reserve Fund (utilized by
the StateBoard to assist school districtswith capital expendituresto addressimmediate safety hazardsor health
concerns); and (3) the School Capital Construction Expenditures Reserve Fund (one of two funds that were
created through the Giardino lawsuit settlement for purposes of assisting school districts with capital
construction expenditures). Requiresthe Department to pay for the costs of publishing and distributing school
lawsfrom the SPSF, rather than the Public School Income Fund, in order to simplify the associated accounting
entries.

H.B. 07-1238: Authorizes the General Assembly to appropriate moneys in the State Public School
Transportation Fund beginning in FY 2006-07 (rather than FY 2007-08). Clarifies that when the General
Assembly appropriates moneys from the State Public School Transportation Fund, such moneys shall not be
included as part of the "total state funding for all categorical programs’, thereby ensuring that such
appropriations do not increase the state's constitutional funding obligation in subsequent fiscal years. Makes
funding adjustmentsto increase funding for Small Attendance Center Aid by $71,040in order to fully fund this
program for FY 2006-07. Specifically, shifts $71,040 appropriated from the State Education Fund for Public
School Transportation to the Small Attendance Center Aid lineitem; appropriates $71,040 cash funds exempt
from the Public School Transportation Fund to maintain funding for Public School Transportation.

H.B. 07-1244: Modifies the definition of "exceptional children”, creating a separate paragraph concerning
gifted children. Requires each administrative unit to adopt and submit to the Department a program plan to
identify and serve gifted children, and implement the plan to the extent that funds are provided for
implementation. Requires each administrative unit to ensure that its constituent schools make available
appropriate specia provisionsfor gifted children tothe extent that fundsare provided for the specia provisions.

H.B. 07-1270: Requiresthe Office of Information Technology in the Office of the Governor to issue arequest
for proposalsfor acomprehensive assessment of the current datatechnol ogy system(s) used by the Department
of Education. Subject to available appropriations, the assessment isto provide abaselineindicating the current
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data technology system capabilities and clearly identify specific areas needing improvement. Requires the
Department of Education to report the findings and recommendations of the assessment by December 1, 2007,
including responses to the issues identified in the assessment and potential solutions or recommendations
concerning the findings. Appropriates $150,000 cash funds exempt from the State Public School Fund to the
Governor's Office of Information Technology for FY 2007-08; specifiesthat thisamount shall befrom moneys
recovered from overpayments to school districts or the State Charter School Institute that are credited to the
State Public School Fund.

H.B.07-1271: Eliminatesthestipulationthat no General Fund moneys be appropriated for the Family Literacy
Education Grant Program, and eliminates the conditional repeal of the Colorado Family Literacy Act of 2002.

H.B. 07-1320: Enactsthe "Data Reporting and Technology Act" to streamline the submission and reporting
of datafrom school districtsand reducethe associated costs. Repealsand recreates statutory provisionsrelated
to the Education Data Advisory Committee; requires the Committee to assist the Department in reviewing
school district data reporting requirements and annually make recommendations to the State Board and the
Education Committees for the repeal or amendment of data reporting requirements. By October 1, 2007,
requires the Department to create a "data dictionary” to define the data the Department will collect and the
methods and protocols by which public schools and school districts will submit such data. Establishes time
frames related to new or changed federal and state data submission requirements, including notification, the
adoption of rules, and district implementation. Appropriates $274,704 cash funds exempt and 1.0 FTE from
the State Public School Fund to the Department of Education for FY 2007-08 to devel op and maintain the data
dictionary; specifies that this amount shall be from moneys recovered from overpayments to school districts
or the State Charter School Institute that are credited to the State Public School Fund.

Delays by one year the date by which Adams State College, Mesa State College, Western State College, and
Metropolitan State College must assign a unigque primary identifier to each student enrolled in the institution
(to July 1, 2008).

H.B. 07-1345: Deletesstatutory provisions specifying theformat of school accountability reports (SARs), and
modifies the information that is required or may be included in SARs. Limits the number of SARSs that will
be printed based on requestsfrom each school. Appropriates$275,250 cash fundsexempt fromthe State Public
School Fund to the Department of Education for FY 2007-08 to cover the one-time costs of making changes
to the SARs; specifiesthat thisamount shall be from moneysrecovered from overpaymentsto school districts
or the State Charter School Institute that are credited to the State Public School Fund.

H.B. 07-1348: Extendstheterm of initial school district accreditation contracts by one year, through July 1,
2008.

H.B. 07-1359: Modifies the allocation and fiscal management of tobacco litigation settlement moneys,
including allowing a portion of the tobacco settlement moneys received by the State to be spent on programs
during thefiscal year in which the money isreceived rather than thefollowing fiscal year. AdjustsFY 2007-08
appropriations in S.B. 07-97 and S.B. 07-239 for multiple departments. Increases the cash funds exempt
appropriation to the Department of Education from the Read-to-Achieve Cash Fund by $359,106. For
additional information on this bill, see the "Recent Legislation" section for the Department of Public Health
and Environment as well as Appendix G.
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GOVERNOR - LIEUTENANT GOVERNOR - STATE
PLANNING AND BUDGETING

The Department is comprised of the Office of the Governor, the Office of the Lieutenant Governor, the Office
of State Planning and Budgeting, Economic Development Programs, the Office of Information Technology,
and the Office of the Chief Information Security Officer.

Department Budget: Recent Actual Expendituresand Appropriations

Funding Sour ce FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
General Fund $15,890,879 $16,024,911 $12,115,742 $11,803,944
Cash Funds 225,779 9,447,586 55,179,190 8,776,099
Cash Funds Exempt 1,706,447 4,035,337 4,692,262 33,818,275
Federal Funds 17,527,584 14,299,827 17,222,636 13,030,450

Total Funds $35,350,689 $43,807,661 $89,209,830 $67,428,768

Full Time Equiv. Staff 106.9 128.4 138.0 145.0

General Factors Driving the Budget

Funding for this department consistsof 17.5 percent General Fund, 13.0 percent cash funds, 50.2 percent cash
funds exempt, and 19.3 percent federal funds.

Economic Development Funding

In recent years, funding for the Governor-Lieutenant Governor-Office of State Planning and Budgeting has
fluctuated significantly based on decisions by the General Assembly to add or reduce funding for economic
development programs. For FY 2007-08, this includes a net increase of $26.9 million in cash fund exempt
support for variouseconomic devel opment programsauthorized through H.B. 06-1201, H.B. 07-1060, and H.B.
07-1206. Theincreaseisoffset by a funding mix adjustment, which reduced the cash funds appropriation by
$24.2 million.

Excess Spending Authority: Senate Bill 07-239, Section 9, increased the cash funds spending authority in FY
2006-07 for the Colorado Travel and Tourism Promotion Fund, the State Council on the Arts Cash Fund, the
Film Incentives Cash Fund, the New JobsIncentives Cash Fund, and the Bioscience Discovery Eval uation Cash
Fund by $22.1 million as aresult of atechnical error made when drafting the bill. The additional spending
authority is not matched by additional revenue, and therefore it is empty spending authority.
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Federal Funds

Federally-funded programs comprised 32.6 percent of the Governor's Office budget in FY 2005-06, 26.3
percent in FY 2006-07, and 17.5 percent for FY 2007-08 (adjusted for the excess cash funds spending
authority). While most federally-funded programsrequire no state match, funding is provided at the discretion
of federal authorities. Historicaly, federal funding hasfluctuated significantly and hasincluded awide variety
of programs, ranging from job training to energy conservation. Federal funding for FY 2007-08 reflects a
decrease of $4.2 million to support state information security activities, pursuant to H.B. 06-1157, which
requires that all funding for this program after FY 2006-07 be funded by the agencies the security activities
supports.

Summary of FY 2006-07 and FY 2007-08 Appropriations

Governor - Lieutenant Governor - Office of State Planning and Budgeting

Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Total Appropriation: $89,209,830 $12,115,742 $55,179,190 $4,692,262 $17,222,636 138.0

Breakdown of Total Appropriation by Administrative Section

Office of the Governor 22,070,522 3,495,034 7,150,000 319,636 11,105,852 354
Office of the Lieutenant Governor 286,689 285,189 0 1,500 0 5.0
Office of State Planning and Budgeting 2,056,306 700,000 0 1,356,306 0 195
Economic Development Programs 56,757,165 6,449,050 48,029,190 362,141 1,916,784 39.0
Office of Innovation and Technology 1,698,869 1,186,469 0 512,400 0 13.0

Office of Colorado Benefits Management
System 2,140,279 0 0 2,140,279 0 25.1

Office of The Chief Information Security
Officer 4,200,000 0 0 0 4,200,000 1.0

Breakdown of Total Appropriation by Bill

HB 06-1385 29793171 10,981,474 2445016 4,044,045 12,322,636 132.9
SB 06-49 /1 1,500,000 0 1,500,000 0 0 2.0
SB 06-63 249,281 249,281 0 0 0 3.0
HB 06-1157 4,200,000 0 0 0 4,200,000 1.0
HB 06-1200 5,050,000 0 5,050,000 0 0 0.0
HB 06-1201 /1 22,354,587 0 22,354,587 0 0 3.0
HB 06-1322 2,000,000 0 2,000,000 0 0 0.0
HB 06-1360 /1 2,000,000 0 2,000,000 0 0 0.0
HB 06-1384 (2,300,000) 0  (2300,000) 0 0 (3.0)
HB 06-1400 75,837 0 75,837 0 0 05
SB 07-162 1,111,354 184,987 0 226,367 700,000 0.0
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Governor - Lieutenant Governor - Office of State Planning and Budgeting

Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
SB 07-236 700,000 700,000 0 0 0 0.0
SB 07-239 /2 22,551,437 0 22,129,587 421,850 0 (0.9
HB 07-1372 (75,837) 0 (75,837) 0 0 (0.5)
FY 2007-08 Total Appropriation: $67,428,768 $11,803,944 $8,776,099 $33,818,275  $13,030,450 145.0

Breakdown of Total Appropriation by Administrative Section

Office of the Governor 24,110,252 3,780,115 8,706,083 510,076 11,113,978 394
Office of the Lieutenant Governor 377,565 295,522 0 82,043 0 6.0
Office of State Planning and Budgeting 1,389,778 0 0 1,389,778 0 19.5
Economic Development Programs 35,835,928 6,530,049 70,016 27,319,391 1,916,472 41.1
Office of Information Technology 1,348,258 1,198,258 0 150,000 0 13.0

Office of Colorado Benefits Management
System 1,917,427 0 0 1,917,427 0 24.0

Office of The Chief Information Security
Officer 2,449,560 0 0 2,449,560 0 20

Breakdown of Total Appropriation by Bill

SB 07-239 64,186,112 11,774,871 8438470 30,942,321 13,030,450 138.9
SB 07-91 45,411 0 0 45,411 0 0.0
SB 07-246 0 0 0 0 0 40
SB 07-261 0 0 0 0 0 1.0
HB 07-1060 /3 2,500,000 0 0 2,500,000 0 0.6
HB 07-1062 80,543 0 0 80,543 0 1.0
HB 07-1206 /3 100,000 0 0 100,000 0 0.0
HB 07-1209 29,073 29,073 0 0 0 05
HB 07-1270 150,000 0 0 150,000 0 0.0
HB 07-1309 489,000 0 489,000 0 0 0.0
HB 07-1372 (151,371) 0 (151,371) 0 0 (1.0)
I ncr ease/(Decr ease) ($21,781,062)  ($311,798) ($46,403,091) $29,126,013 ($4,192,186) 7.0
Percentage Change (24.4)% (2.6)% (84.1)% 620.7% (24.3)% 5.1%

/1 Fundingfor S.B. 06-49, H.B. 06-1201, and H.B. 06-1360isprovided from Limited Gaming Funds. For FY 2006-07, these moneys
were appropriated as cash funds. However, statute dictates that for subsequent years these funds shall be appropriated as cash fund
exempt, pursuant to Section 12-47.1-701 (4) (a) (IV) (C), C.R.S.
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/2 Excess spending authority: Senate Bill 07-239 (Section 9) increased the cash funds spending authority in FY 2006-07 for the
Colorado Travel and Tourism Promotion Fund, the State Council on the Arts Cash Fund, the Film Incentives Cash Fund, the New
Jobs I ncentives Cash Fund, and the Bioscience Discovery Evaluation Cash Fund by $22.1 million asaresult of atechnical error made
when drafting the bill. The additional spending authority is not matched by additional revenue, and therefore it is empty spending
authority.

/3 Funding for H.B. 07-1060, and H.B. 07-1206 is provided from Limited Gaming Funds. Pursuant to Section 12-47.1-701 (4) (@)
(IV) (C), C.R.S,, moneystransferred at the end of afiscal year shall be appropriated for useinthe next fiscal year. Thus, the FY 2007-
08 appropriation is from a fund balance and is designated as cash funds exempt.

FY 2007-08 Appropriation Highlights:

1 The appropriation provides a$24.3 million fund mix adjustment for the Colorado Travel and Tourism
Promotion Fund, State Council on the Arts Cash Fund, the New Jobs Incentives Cash Fund, and the
Film Incentives Cash Fund. These programs are financed from Limited Gaming Funds and were
initially funded as cash funds; however statute requiresthat they be appropriated as cash funds exempt.

2. The appropriation provides reductions of $6.9 million in one-time cash funds and federal funds
spending authority. This includes $4.2 million in federal funds to create the Information Security
Program and $2.0 million cash funds for the Bioscience Discovery Evauation Program. Other
reductionsinclude $512,400 cash fundsexempt for the Col orado Benefits M anagement System (CBM S)
request for proposal and $176,367 for the Beneficiary Earnings and Data Exchange (BENDEX)
modernization requirement.

3. Theappropriation includestherefinancing of the Officeof the Chief Information Security Officer with
$2.5 million cash funds exempt and 2.0 FTE. In 2006, the Office was created using federal funds.
However, Section 24-37.5-403 (3), C.R.S,, expressed the intent of the General Assembly to assume
financial responsibility for the program using cash funds transferred from the agenciesiit serves.

Detail of Appropriation by Administrative Section

Office of the Governor

Asthechief executive of the State, the Governor isresponsiblefor the overall operation of the executivebranch
of government. Thisoffice providesfor coordination, direction, and planning of agency operations; maintains
aliaison with local governments and the federal government; and exercises the executive powers of the State.
The cash funds amount includes moneys from the Operational Account of the Severance Tax Trust Fund,
pursuant to H.B. 06-1200, H.B. 06-1400, and S.B. 07-126. The balance of cash funds are primarily from the
Mansion Activity Fund. Thecashfundsexempt fundingisprimarily from moneysfor the purpose of advancing
energy efficiency and renewable energy throughout the state, pursuant to S.B. 07-246, and indirect cost
recoveries. Thefederal fundsrepresent grants received, or estimated to be received, by the Governor's Energy
Office, the Head Start Program, and other initiatives.
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Office of the Governor

Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $14,803,306 $3,312,818 $75,000 $309,636 $11,105,852 354
HB 06-1200 5,050,000 0 5,050,000 0 0 0.0
HB 06-1322 2,000,000 0 2,000,000 0 0 0.0
HB 06-1400 75,837 0 75,837 0 0 0.5
SB 07-162 182,216 182,216 0 0 0 0.0
SB 07-239 35,000 0 25,000 10,000 0 0.0
HB 07-1372 (75,837) 0 (75,837) 0 0 (05)
TOTAL $22,070,522 $3,495,034 $7,150,000 $319,636 $11,105,852 354
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $22,070,522 $3,495,034 $7,150,000 $319,636 $11,105,852 354
Low-income energy assistance 1,000,000 0 1,000,000 0 0 0.0
Adjustments for central appropriations 213,679 122,372 7,083 79,621 4,603 0.0
Health, life, and dental 118,763 59,332 0 56,842 2,589 0.0
Annualize specia bills 75,837 0 75,837 0 0 0.5
Mansion activity funding 70,000 60,000 10,000 0 0.0
Sdary survey 61,502 44,592 0 15,976 934 0.0
Annualize salary survey 57,011 57,011 0 0 0 0.0
Other changes (15,939) 1,774 (303) (17,410) 0 0.0
Subtotal 23,651,375 3,780,115 8,292,617 464,665 11,113,978 35.9
Offset to the reduction made pursuant to
H.B. 07-1372 75,837 0 75,837 0 0 05
SB 07-239 $23,727,212  $3,780,115  $8,368,454 $464,665  $11,113,978 36.4
SB 07-91 45,411 0 0 45,411 0 0.0
SB 07-246 0 0 0 0 0 4.0
HB 07-1309 489,000 0 489,000 0 0 0.0
HB 07-1372 (151,371) 0 (151,371) 0 0 (1.0)
TOTAL $24,110,252 $3,780,115 $8,706,083 $510,076 $11,113,978 394
I ncrease/(Decr ease) $2,039,730 $285,081  $1,556,083 $190,440 $8,126 10
Percentage Change 9.2% 8.2% 21.8% 59.6% 0.1% 2.8%
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S.B. 07-239 (Long Bill) Issue Descriptions

L ow-incomeener gy assistance: The Governor's Officeis appropriated a portion of the Operational Account
of the Severance Tax Trust Fund for home energy efficiency improvements for low-income households,
pursuant to H.B. 06-1200 (Low-Income Energy Assistance Funding).

Adjustments for central appropriations. These amounts reflect the rates approved for other centrally
appropriated items by the General Assembly except health, life, and dental insurance; and salary survey, which
are broken out separately below. Such items include the following: short-term disability, S.B. 04-257
amortization equalization disbursement, S.B. 06-235 supplemental amortization equalization disbursement,
performance-based pay awards, capital complex |eased space, multiuse network payments, purchase of services
from the computer center, workers compensation, risk management and property, vehiclelease payments, and
legal services.

Health, life, and dental: Theappropriation reflectstheincrease for employee health, life, and dental benefits.

Annualizespecial bills: Theappropriation includesthe annualized funding and 0.5 FTE, pursuant to H.B. 06-
1400 (Interbasin Compact Charter).

Mansion activity funding: Theappropriation includesincreased cash funds and cash funds exempt spending
authority for the increased demand for renting the Governor's Mansion and the newly renovated Carriage
House.

Salary survey: Theappropriationincludesincreasesasconsistent with the Joint Budget Committee'scommon
policies.

Annualizesalary survey: Theappropriationincludesanadditional $57,011 that representsthesadary increases
allocated to the Division in FY 2006-07.

Other changes. Theappropriationincludesvarioussmall changesto personal servicesand operating expenses.

Offset tothereduction made pursuant toH.B. 07-1372: The appropriation eliminates appropriationsto the
Governor's Office that were rendered unnecessary by the appointment of the executive director of the
Department of Natural Resources as the director of compact negotiations for the Interbasin Compact
Committee.

Additional legidlation: For information on additional legislation, see the "Recent Legislation” section at the
end of this department.

Office of the Lieutenant Governor

Colorado's Constitution provides for the Lieutenant Governor to become Governor in the case of the death,
impeachment, felony conviction, incapacitation, or resignation of the Governor. The Lieutenant Governor
serves as chairperson of the Colorado Commission of Indian Affairs and handles additional responsibilities
assigned by the Governor. The cash exempt funds are from donations.
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Office of the Lieutenant Governor
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $286,689 $285,189 $0 $1,500 $0 5.0
TOTAL $286,689 $285,189 $0 $1,500 $0 5.0
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $286,689 $285,189 $0 $1,500 $0 5.0
Annualize salary survey 6,352 6,352 0 0 0 0.0
Other changes 3,981 3,981 0 0 0 0.0
SB 07-239 $297,022 $295,522 $0 $1,500 $0 5.0
HB 07-1062 80,543 0 0 80,543 0 10
TOTAL $377,565 $295,522 $0 $82,043 $0 6.0
I ncrease/(Decr ease) $90,876 $10,333 $0 $80,543 $0 1.0
Percentage Change 31.7% 3.6% n/a 5369.5% n/a 20.0%

S.B. 07-239 (Long Bill) Issue Descriptions

Annualizesalary survey: Theappropriationincludesan additional $6,352 that representsthe salary increases
allocated to the Division in FY 2006-07.

Other changes. Theappropriationincludesvarioussmall changesto personal servicesand operating expenses.

Additional legidlation: For information on additional legislation, see the "Recent Legislation” section at the
end of this department.

Office of State Planning and Budgeting

The Office of State Planning and Budgeting is responsible for the devel opment of executive budget requests,
the review and analysis of departmental expenditures, and preparation of revenue and economic forecasts for
the State. The cash fundsexempt arefrom indirect cost recoveries collected primarily from the State Highway
Fund in the Department of Transportation pursuant to Section 43-1-113 (8) (a), C.R.S.

Office of State Planning and Budgeting
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $1,356,306 $0 $0 $1,356,306 $0 195
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Office of State Planning and Budgeting
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
SB 07-236 700,000 700,000 0 0 0 0.0
TOTAL $2,056,306 $700,000 $0 $1,356,306 $0 19.5
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $2,056,306 $700,000 $0 $1,356,306 $0 19.5
Annualize salary survey 36,142 0 0 36,142 0 0.0
Eliminate one-time appropriations (700,000) (700,000) 0 0 0 0.0
Other changes (2,670) 0 0 (2,670) 0 0.0
SB 07-239 $1,389,778 $0 $0  $1,389,778 $0 19.5
TOTAL $1,389,778 $0 $0 $1,389,778 $0 19.5
I ncrease/(Decr ease) ($666,528) ($700,000) $0 $33,472 $0 0.0
Percentage Change (32.4)% (100.0)% n/a 2.5% n/a 0.0%

S.B. 07-239 (Long Bill) Issue Descriptions

Annualizesalary survey: Theappropriationincludesan additional $36,142 that representsthe salary increases
allocated to the Division in FY 2006-07.

Eliminate one-time appropriations. The appropriation includes a reduction of $700,000 in one-time
supplemental General Fund spending authority for the Government Efficiency Management (GEM)
performance study for FY 2006-07.

Other changes. Theappropriationincludesvariousother changesto personal servicesand operating expenses.

Economic Development Programs

The Office of Economic Development centralizes and coordinates the State's busi ness assistance, retention,
expansion, and recruitment programs. Other activities include international trade assistance and Colorado
tourism promotion. The cash funds are primarily from fees. The cash exempt funds are primarily from the
Colorado Travel and Tourism Promotion Fund and also come from the New Jobs Incentives Cash Fund, the
Bioscience Discovery Evaluation Cash Fund, the State Council on the Arts Cash Fund, the Film Incentives
Cash Fund, and the Minority Business Cash Fund. Other cash fund exempt moneys are from indirect cost
recoveries from federal grants, reserves from the Colorado Travel and Tourism Fund, transfers from the
Division of Insurance Cash Fund (for the capital company incentives program), donations, and gifts. The
federal funds are grants from the Small Business A ssociation and grants passed through from the Department
of Transportation for the Construction Development Center.
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Economic Development Programs
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds

FY 2006-07 Appropriation:
HB 06-1385 $10,345,220  $6,446,279 $2,370,016 $312,141  $1,216,784 37.0
SB 06-49 1,500,000 0 1,500,000 0 0 2.0
HB 06-1201/1 22,354,587 0 22,354,587 0 0 3.0
HB 06-1360 /1 2,000,000 0 2,000,000 0 0 0.0
HB 06-1384 (2,300,000) 0  (2,300,000) 0 0 (3.0)
SB 07-162 752,771 2,771 0 50,000 700,000 0.0
SB 07-239 /2 22,104,587 0 22,104,587 0 0 0.0
TOTAL $56,757,165  $6,449,050 $48,029,190 $362,141  $1,916,784 39.0
FY 2007-08 Appropriation:

FY 2006-07 Appropriation $56,757,165  $6,449,050 $48,029,190 $362,141  $1,916,784 39.0

Annualize salary survey 55,138 52,930 0 2,208 0 0.0

Fund mix adjustment 0 34 (24,292533) 24,292,533 (34) 0.0

Eliminate one-time appropriations (2,000,000) 0 (2,000,000) 0 0 0.0

Other changes 499,139 (1,038) 437,946 62,509 278 0.0

Subtotal 55,311,442 6,500,976 22,174,603 24,719,391 1,916,472 39.0

Eliminate excess spending authority (22,104,587) 0 (22,104,587) 0 0 0.0
SB 07-239 $33,206,855  $6,500,976 $70,016 $24,719,391 $1,916,472 39.0
SB 07-261 0 0 0 0 0 10
HB 07-1060 /3 2,500,000 0 0 2,500,000 0 0.6
HB 07-1206 /3 100,000 0 0 100,000 0 0.0
HB 07-1209 29,073 29,073 0 0 0 0.5
TOTAL $35,835,928  $6,530,049 $70,016 $27,319,391  $1,916,472 411
I ncr ease/(Decr ease) ($20,921,237) $80,999 ($47,959,174)  $26,957,250 ($312) 21
Percentage Change (36.9)% 1.3% (99.9)% 7443.9% 0.0% 5.4%

/1 Funding for H.B. 06-1201 and H.B. 06-1360 is provided from Limited Gaming Funds. For FY 2006-07, these moneys were
appropriated ascash funds. However, statute dictatesthat for subsequent yearsthese funds shall be appropriated as cash fund exempt,
pursuant to Section 12-47.1-701 (4) (a) (IV) (C), C.R.S.

/2 Excess spending authority: Senate Bill 07-239 (Section 9) increased the cash funds spending authority in FY 2006-07 for the
Colorado Travel and Tourism Promotion Fund, the State Council on the Arts Cash Fund, the Film Incentives Cash Fund, the New
Jobs I ncentives Cash Fund, and the Bioscience Discovery Evaluation Cash Fund by $22.1 million asaresult of atechnical error made
when drafting the bill. The additional spending authority is not matched by additional revenue, and therefore it is empty spending
authority.
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/3 Funding for H.B. 07-1060 and H.B. 07-1206 is provided from Limited Gaming Funds. Pursuant to Section 12-47.1-701 (4) (@)
(IV) (C), C.R.S., moneystransferred at the end of afiscal year shall be appropriated for use in the next fiscal year. Asaresult, the
moneys that are transferred is spent as fund balance and thus the spending authority must be cash funds exempt.

S.B. 07-239 (Long Bill) Issue Descriptions

Annualizesalary survey: Theappropriationincludesan additional $55,138 that representsthesalary increases
allocated to the Division in FY 2006-07.

Fund mix adjustment: Pursuantto H.B. 06-1201 (Increased Limited Gaming Fundsfor Tourism), fundswere
properly appropriated as cash fundsin FY 2006-07. However, statute dictates that beginning in FY 2007-08,
funding from the Colorado Travel and Tourism Promotion Fund, the Council on the Arts Cash Fund, the New
Jobs Incentives Cash Fund, the State Council on the Arts Cash Fund, and the Film Incentives Cash Fund be
appropriated as cash funds exempt in order to comply with law and the fiscal policies managed by the State
Controller's Office.

Eliminateone-timeappropriations. The appropriation includes reductions of $2.0 millionin one-time cash
funds spending authority for the Bioscience Discovery Evaluation program.

Other changes: The appropriation includes various changes to personal services and operating expenses.
Includes $500,638 in operational cost increases for the program lines financed with Limited Gaming Funds,
which includesthe Colorado Promotion - Other, Council on the Arts Cash Fund, New Jobs Incentives, and the
Film Incentiveslineitems. Thisincreaseis partially offset by miscellaneous other decreases.

Eliminate excess spending authority: HouseBill 06-1201 transferred Limited Gaming Fund moneyswhich
would have otherwise been deposited into the General Fund into the Colorado Travel and Tourism Promotion
Fund, the State Council on the Arts Cash Fund, the Film Incentives Cash Fund, and the New Jobs Incentives
Cash Fund. The spending authority for these cash funds, and Bioscience Discovery Evaluation Cash Fund,
were further increased by S.B. 07-239 (Section 9) by $22.1 million for FY 2006-07 as a result of atechnical
error madewhen drafting the bill. The additional spending authority isnot matched by additional revenue, and
therefore it is empty spending authority. Thus, this line removes the excess spending authority appropriated
in the Long Bill.

Additional legidlation: For information on additional legislation, see the "Recent Legislation” section at the
end of this department.

Office of Information Technology
The Office of Information Technology is responsible for oversight of technology initiatives to maximize the
efficiency of service delivery.

Office of Information Technology
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $937,188 $937,188 $0 $0 $0 10.0
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Office of Information Technology
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
SB 06-63 249,281 249,281 0 0 0 3.0
SB 07-239 512,400 0 0 512,400 0 0.0
TOTAL $1,698,869 $1,186,469 $0 $512,400 $0 13.0
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $1,698,869 $1,186,469 $0 $512,400 $0 13.0
Annualized salary survey 22,789 22,789 0 0 0 0.0
Eliminate one-time appropriations (512,400) 0 0 (512,400) 0 0.0
Other changes (11,000) (11,000) 0 0 0 0.0
SB 07-239 $1,198,258  $1,198,258 $0 $0 $0 13.0
HB 07-1270 150,000 0 0 150,000 0 0.0
TOTAL $1,348,258  $1,198,258 $0 $150,000 $0 13.0
Increase/(Decr ease) ($350,611) $11,789 $0 ($362,400) $0 0.0
Percentage Change (20.6)% 1.0% n/a (70.7)% n/a 0.0%

S.B. 07-239 (Long Bill) I ssue Descriptions

Annualizesalary survey: Theappropriationincludesan additional $22,789 for the salary increases all ocated
to the Division in FY 2006-07.

Eliminateone-timeappropriations. The appropriation includes areduction of $512,400 cash funds exempt
to remove one-time funding that was provided in FY 2006-07 for an outside contractor to assist the division
in the Colorado Benefits Management System (CBMYS) request for proposal procurement process.

Other changes: Theappropriationincludesvarioussmall changesto personal servicesand operating expenses.

Additional legidation: For information on additional legislation, see the "Recent Legidlation” section at the
end of this department.

Office of Colorado Benefits Management System

The Office of the Colorado Benefits Management System (CBMS) was established by executive order in the
Governor's Office. This office oversees the ongoing development of, and enhancements to, CBMS. CBMS
is the computer system used to determine eligibility and calculate benefits for 14 state assistance programs
including, but not limited to, Medicaid and Temporary Aid to Needy Families(TANF). Thecashfundsexempt
amounts reflect transfers from the Department of Human Services.
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In February 2007, Governor Ritter issued Executive Order D 005 07, which dissolved both the Officeof CBM S
in the Governor's Office and the CBM S Steering Committee from the Department of Human Services and the
Department of Health Care Policy and Financing. Due to the need for programmatic continuity, maintenance
and operations support activities must continue and as such the Office of CBMS and the CBMS Steering
Committee will remain intact until the Governor's order can be properly executed.

Office of Colorado Benefits Management System
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $2,064,462 $0 $0 $2,064,462 $0 26.0
SB 07-162 176,367 0 0 176,367 0 0.0
SB 07-239 (100,550) 0 0 (100,550) 0 (0.9)
TOTAL $2,140,279 $0 $0 $2,140,279 $0 251
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $2,140,279 $0 $0 $2,140,279 $0 251
Annualize salary survey 47,775 0 47,775 0 0.0
Elimination of one-time appropriations (176,367) 0 0 (176,367) 0 0.0
Annualize Long Bill Supplemental (89,880) 0 0 (89,880) 0 (1.0
Other changes (4,380) 0 0 (4,380) 0 0.0
SB 07-239 $1,917,427 $0 $0  $1,917,427 $0 24.0
TOTAL $1,917,427 $0 $0 $1,917,427 $0 24.0
I ncr ease/(Decr ease) ($222,852) $0 $0 ($222,852) $0 1.1
Percentage Change (10.4)% n/a n/a (10.4)% n/a (4.9)%

S.B. 07-239 (Long Bill) I ssue Descriptions

Annualizesalary survey: Theappropriationincludesan additional $47,775that representsthesalary increases
allocated to the Division in FY 2006-07.

Elimination of one-timeappropriations: The appropriation includes the reduction of $176,367 cash funds
exempt spending authority appropriated in FY 2006-07 for the Beneficiary and Data Exchange (BENDEX)
modernization requirement, pursuant to the federal Medicare Modernization Act (MMA).

Annualize L ong Bill Supplemental: The appropriation includes adecrease in cash funds exempt funding by

$89,880 and 1.1 FTE for the elimination of two positions within the Office of CBMS: the Director and the
Director's administrative assistant.
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Other changes. The appropriation includes various changes to personal services and operating expenses.

Office of The Chief Information Security Officer

The Office of the Chief Information Security Officer (CISO) was created in 2006, pursuant to H.B. 06-1157.
The Officeischarged with devel oping and updating information security policies, standardsand guidelinesfor
public agencies.

Office of The Chief Information Security Officer
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $0 $0 $0 $0 $0 0.0
HB 06-1157 4,200,000 0 0 0 4,200,000 10
TOTAL $4,200,000 $0 $0 $0 $4,200,000 1.0
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $4,200,000 $0 $0 $0 $4,200,000 1.0
Refinanced program costs 2,449,782 0 0 2,449,782 0 1.0
Elimination of one-time appropriations (4,200,000) 0 0 0  (4,200,000) 0.0
Other changes (222) 0 0 (222) 0 0.0
SB 07-239 $2,449,560 $0 $0  $2,449,560 $0 2.0
TOTAL $2,449,560 $0 $0  $2,449,560 $0 2.0
I ncr ease/(Decr ease) ($1,750,440) $0 $0 $2,449,560  ($4,200,000) 1.0
Percentage Change (41.7)% n/a n/a n/a (100.0)% 100.0%

S.B. 07-239 (Long Bill) I ssue Descriptions

Refinanced program costs. The Office of the CISO was originally financed through federal funding.
However, Section 24-37.5-403 (3), C.R.S., expressed the intent of the General Assembly that the costs of the
services provided by the CISO should be funded through an appropriation to the public agency to pay for such
services. Therefore, the appropriation includes cash funds exempt spending authority from various sources
from various departments.

Elimination of one-time appropriations. The appropriation eliminates the one-time federal funding in FY
2006-07 that was used to establish the Office of the CISO.

Other changes: Theappropriationincludesvarioussmall changesto personal servicesand operating expenses.
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Recent Legidation

2006 Session Bills

S.B. 06-49: Transfersadministration and associated funding for the Council on the Arts from the Department
of Higher Educationto the Office of Economic Development inthe Governor's Office. Theamount transferred
from the Department of Higher Education to the Governor - Lieutenant Governor - Office of State Planning
and Budgeting is $1.5 million cash funds and 2.0 FTE. In H.B. 06-1201 $1.5 million was transferred from
limited gaming fund moneys to the State Council on the Arts Cash Fund, and $1.5 million cash funds and 2.0
FTE was appropriated from the State Council on the Arts Cash Fund to the Council on the Arts.

S.B. 06-63: Requires that prior to the approva or disbursement of any moneys for any major automation
system devel opment project, the Office of Innovationand Technology (OIT) must certify to the State Control ler
that the project isin compliance with "best practices’ concerning management of the information technology
project. Requiresthe OIT to devel op policies regarding defining best practices and the certification of project
managers (PM's) and project management analysts (PMA's). Also requires the Department of Personnel and
Administration (DPA), in collaboration with the OIT, to create ajob category for PM'sand PMA's. Requires
OIT to develop amajor information system project management team consisting of qualified PM’sand PMA’s
and requires a state agency utilizing a member of the OIT project management team to reimburse OIT for
personnel costs. Also requiresthe OIT to establish and implement atraining plan for all state employeeswho
provide services or functions consistent with the job descriptions of PM's and PMA's to become certified for
thejob category. Requires associated reporting by OIT to committees of the General Assembly. Includesan
appropriation of $249,281 General Fund and 3.0 FTE to the Office of the Governor, for allocation to the Office
of Innovation and Technology, for FY 2006-07.

H.B. 06-1017: Provides afinancial incentive program for companies that create a certain number and type of
new jobs in Colorado. To claim the incentive, an employer must submit an application to the Economic
Development Commission. The amount of incentive payments that may be claimed in a given fiscal year is
limited to the amount appropriated by the General Assembly for this purpose. Creates the New Job Incentives
Cash Fund. An associated appropriation of $3.0 million from the New Job Incentives Cash Fund to the Office
of the Governor, for allocation to the Economic Development Commission, isincluded in H.B. 06-1201 in FY
2006-07.

H.B. 06-1157: Authorizesthe Governor to appoint achief information security officer (CISO) and definesthe
duties of the position. Requires public agencies to develop and submit information security plansto the CISO
and to report information security incidents. Reflects anticipated receipt of $4.2 million federal fundsand 1.0
FTE to the Office of the Governor in FY 2006-07 for implementation.

H.B. 06-1200: Allocates a portion of the Operational Account of the Severance Tax Trust Fund in the
Department of Natural Resources and appropriatesit to the Department of Human Servicesfor the Low-Income
Energy Assistance Program (LEAP) and the Office of the Governor for direct bill payment assistance and home
energy efficiency improvementsfor low-income households. For FY 2006-07 through FY 2008-09, fundsin the
Operational Account of the Severance Tax Trust Fund will be appropriated for similar purposes, though for FY
2007-08 and FY 2008-09 the amount of the appropriation would be determined by the lesser of aformula-based
appropriation or a capped amount. Includes a cash funds appropriation from the Operational Account of the
Severance Tax Trust Fund for FY 2005-06 of $17.0 million to the Department of Human Services and $7.0
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million to the Office of the Governor and a cash funds appropriation from the Operational Account of the
Severance Tax Trust Fund for FY 2006-07 of $5.95 million to the Department of Human Services and $5.05
million to the Office of the Governor.

H.B. 06-1201: Modifiesthe distribution of limited gaming revenues to increase funding for various economic
development programs. Pursuant to Section 12-47.1-701 (4)(a), C.R.S,, after all expensesfor administration of
the Colorado Limited Gaming Act are paid, 49.8 percent of the funds available for distribution in the Limited
Gaming Fund at the end of each fiscal year are transferred to the General Fund, and 0.2 percent are transferred
to the Colorado Travel and Tourism Promotion Fund. Out of the percentage that is transferred to the General
Fund, at lease 13 percent istransferred annually to the Local Government Limited Gaming Impact Fund.

Starting in FY 2005-06, thisbill changesthe allocation of gaming revenue so that after distribution to the Local
Government Gaming Impact Fund, gaming revenue is to be distributed as follows:

. $19.0 million to the Colorado Travel and Tourism Promotion Fund;
. $1.5 million to the State Council on the Arts Cash Fund;

. $0.5 million to the Film Incentives Cash Fund;

. $3.0 million to the New Jobs Incentives Cash Fund; and

. remaining revenue to the state General Fund.

Distributions are to be adjusted annually by the rate of inflation for the calendar year ending in the preceding
fiscal year. Themoneystransferred at the end of afiscal year will be appropriated for usein the next fiscal year.
For any year in which the revenue forecast prepared by the Legislative Council indicates that General Fund
revenues for that year will be insufficient to alow the maximum amount of General Fund appropriations
permitted by law, then moneys would instead be transferred to the General Fund.

Appropriates $18,854,587 and 3.0 FTE from the Colorado Travel and Tourism Promotion Fund to the Office of
Economic Development — Other Program Costs in the Office of the Governor (with addition of the 3.0 FTE
contingent upon passage of H.B. 06-1384). Appropriates $1.5 million and 2.0 FTE from the State Council on
the Arts Cash Fund to the Council on the Artsin the Department of Higher Education. Appropriates $500,000
from the Film Incentives Cash Fund to the Economic Devel opment Commission in the Office of the Governor,
subject to passage of H.B. 06-1362. Appropriates $3.0 million cash funds from the New Job Incentives Cash
Fund to the Economic Development Commission in the Office of the Governor, subject to passage of H.B. 06-
1017.

H.B. 06-1322: Establishesthe Colorado Renewable Energy Authority and appropriates $2.0 million cash funds
from the Operational Account of the Severance Tax Trust Fund directly to the Colorado Renewable Energy
Authority. Further, the 2007 Long Bill (S.B. 07-239, Section 19) and S.B. 07-126 clarify language pertaining
to this appropriation.

H.B. 06-1360: Creates the Bioscience Discovery Evaluation Grant Program to improve and expand the
evaluation of new bioscience discoveries at research institutions with the intent of accel erating the devel opment
of new productsand services. Administration of the grant program would be provided by the Office of Economic
Development (OED) in the Governor's office in consultation with a Colorado bioscience membership
organization. Thebill establishesagrant application processfor grantsof up to $150,000 per bioscienceresearch
project. Among other requirementsto qualify for the grants, recipients must provide matching funds from non-
state sourcesthat at least equal the grant requested. Creates the Bioscience Discovery Evaluation Cash Fund in
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the State Treasury and providesthat moneysin the fund shall be continuously appropriated to OED for the direct
and indirect costs associated with implementing the program. Up to 2 percent of the moneysinitially deposited
in the Fund may be used by OED for its costs. The OED is required to provide a report to committees of the
General Assembly that evaluates the effectiveness of the grant program. The bill authorized the transfer of $2
million in FY 2005-06 from the General Fund portion of Limited Gaming Fund moneys to the Bioscience
Discovery Evaluation Cash Fund and includes an appropriation of $2.0 million cash funds from the Bioscience
Discovery Evaluation Cash Fund to the OED for FY 2005-06.

HB 06-1362: Allows any motion picture production company that spends at least 75 percent of its production
expendituresin Colorado on qualified local expendituresand at least 75 percent of payroll expenditureson local
hires to claim an incentive payment from the Colorado Economic Development Commission (EDC). Subject
to various requirements, up to 10 percent of qualifying expenditures may be claimed. The bill allowsthe EDC
to determine the application and evaluation process for the program. Creates the Film Incentives Cash Fund,
consisting of Limited Gaming funds transferred to the Fund and any General Fund appropriated to the Fund.
Moneysin the Fund are subject to annual appropriation by the General Assembly. No more than 2.5 percent of
appropriations may be used for administrative costs associated with the program. Should the EDC receive
applications for incentives that exceed amounts appropriated, the funds are to paid on afirst-come, first-served
basis. Enactment is contingent on enactment of H.B. 06-1201, which includes an associated appropriation of
$500,000 from the Film Incentives Cash Fund to the Economic Development Commission in the Office of the
Governor.

H.B. 06-1384: Contingent upon the passage of H.B. 06-1201, changes the allocation of the Unclaimed Property
Tourism Promotion Trust Fund interest to provide additional moneys to the State Fair through the Colorado
Travel and Tourism Promotion Fund. Moneys provided to the Colorado State Fair are prioritized asfollows: (1)
state Treasury loans to the State Fair are to be paid down with remaining funds; (2) upon repayment of the state
Treasury loans, any remaining fundsareto pay off outstanding debt incurred by the Colorado State Fair Authority
to build the events center in Pueblo; (3) upon payment of all debt, $550,000 is provided annually for
administrative expenses, operating costs, and event promotion; and (4) after thethird fiscal year (in FY 2009-10)
only the $550,000 for administrative, operating, and promotional costsare authorized. Appropriates$3,163,978
cash funds from the Colorado Travel and Tourism Promotion Fund to the Department of Agriculture, Colorado
StateFair, for FY 2006-07. Alsoreducesthe appropriation to the Office of the Governor for Colorado promotion
by $2.3 million and 3.0 FTE for FY 2006-07.

H.B. 06-1385: General appropriations act for FY 2006-07.

H.B. 06-1400: Approves the interbasin compact charter, pursuant to the provisions of H.B. 05-1177.
Appropriates $75,837 cash funds from the Operational Account of the Severance Tax Trust Fund and 0.5 FTE
to the Office of the Governor, Director of Compact Negotiations and $855,481 cash funds from the Operational
Account of the Severance Tax Trust Fund and 1.2 FTE to the Department of Natural Resources, Colorado Water
Conservation Board for FY 2006-07.

2007 Session Bills

SB 07-91: Createsthel6-member Renewable Resource Generation Devel opment Area Task Force and specifies
itsmembership. Appropriates$45,411 cash fundsexempt spending authority to providestaffing for thetask force
for FY 2007-08.
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SB 07-162: Supplemental appropriation for FY 2006-07.

SB 07-239: General appropriations act for FY 2007-08. Also includes the FY 2006-07 supplemental for the
Department of the Governor - Lieutenant Governor - Office of State Planning and Budgeting.

SB 07-246: Creates the Clean Energy Fund and requires that, at the end of FY 2006-07, $7 million that would
normally be transferred from the Limited Gaming Fund to the General Fund be transferred instead to the newly
created Clean Energy Fund for the purpose of advancing energy efficiency and renewabl e energy throughout the
state. The Clean Energy Fund will also consist of any unexpended money'sthat were all ocated to the Governor's
Energy Office (GEO) to provide home energy efficiency improvements for low-income households. The GEO
will incur administrative expenses in the amount of $248,487 and 4.0 FTE in FY 2007-08. At the end of FY
2007-08 and each year thereafter, any money that would be transferred from the Limited Gaming Fund to the
Genera Fund under current law would instead be transferred to the Clean Energy Fund. Specifically, moneys
in the fund may be expended to: (1) attract renewable energy investment in the state; (2) assist in technology
transfer of newly devel oped energy efficiency and renewabl e energy technol ogies; (3) provide market incentives
for the purchase and distribution of energy efficient and renewable energy products; (4) assist in the
implementation of energy efficiency projects throughout the state; (5) aid governmental agencies in greening
government initiatives, (6) facilitate widespread implementation of renewable energy technologies; and (7)
generaly advance energy efficiency and renewable energy throughout the state. Funding is continuously
appropriated, pursuant to Section 24-75-1201 (2), C.R.S., and is provided for informational purposes only.

SB 07-261: Appropriates 1.0 FTE for FY 2007-08 from the newly created Venture Capital Authority Staffing
Fund and clarifies that personnel from the Office of Economic Development (OED) and the Economic
Development Commission (EDC), within the Office of the Governor, may staff the Venture Capital Authority
and that OED staffing shall not constitute a conflict of interest.

H.B. 07-1060: Transfers$2,500,000 from the Limited Gaming Fund at the end of FY 2006-07 to the Bioscience
Discovery Evaluation Cash Fund for the program in FY 2007-08 and increases the amount the Office of
Economic Development may expend in administering the Bioscience Discovery Evaluation program up to 5
percent of the moneys transferred into the fund.

H.B. 07-1062: Repealsthe Community Consolidated Child Care Services Pilot Program and incorporates the
existing program and Early Childhood (EC) Councils into a new and expanded integrated statewide system of
EC councils. The hill sets forth the rules, regulations and membership of the EC Councils, creates the EC
Council Advisory Team, establishes eval uation requirements, and creates the EC Cash Fund and appropriates
$80,543in FY 2007-08 and $77,538 in FY 2008-09 to the Lieutenant Governor's Office to staff the EC Council
Advisory Team, requiring 1.0 FTE for both fiscal years. For additional information, seethe"Recent Legidation”
section in the Department of Human Services.

H.B. 07-1206: Increasesthe annual allocation of gaming revenue from the General Fund portion of the Limited
Gaming Fund to the Film Incentives Cash Fund. Appropriates an additional $100,000 cash funds exempt from
the Film Incentives Cash Fund to the Office of Economic Development in FY 2007-08.

H.B. 07-1209: Appropriates $29,073 Genera Fund and 0.5 FTE in FY 2007-08, and $27,570 General Fund and

0.5 FTE in each year thereafter. Requiresthe Minority Business Office (MBO) within OED to establish a new
program to offer technical assistance to businesses in applying and qualifying for performance bonds required
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for state construction contracts. The bill alows the MBO to contract with insurance companies, surety
companies, agents, or brokers in order to implement the program.

H.B. 07-1270: Appropriates $150,000 cash funds exempt from the State Public School Fund to the Office of
Information Technology (OIT), for FY 2007-08. Thisamount isfrom moneys recovered from overpaymentsto
school districts or the State Charter School Institute. This bill requiresthe OIT to issue arequest for proposals
(RFP) for acomprehensive assessment of the current datatechnol ogy system within the Department of Education.

H.B. 07-1309: Continuously appropriates moneys from the Public School Energy Efficiency Fund to the
Governor's Energy Office by an estimated $489,000 in FY 2007-08 and $496,000 in FY 2008-09. These new
expenditures will be used to assist school districtsin improving energy efficiency in public schools. Fundingis
continuously appropriated, pursuant to Section 39-29-109.5 (2), C.R.S., and is provided for informational
purposes only.

H.B. 07-1372: Modifies the transfer of money from the operational account to the Water Supply Reserve

Account inthe Severance Tax Trust Fund. Reduces appropriationsto the Governor's Office by $75,837 and 0.5
FTE in FY 2006-07 and $151,371 and 1.0 FTE in FY 2007-08.
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DEPARTMENT OF HEALTH CARE POLICY AND FINANCING

The Department of Health Care Policy and Financing provides health care servicesto approximately 630,000
Colorado residents through four health care programs:. (1) the State's Medicaid medical and mental health
programs; (2) the Colorado Indigent Care program (CICP); (3) the Children's Basic Health Plan (CBHP); and
(4) the Old Age Pensioner Medical program. In addition to these programs, the Department administers the
Comprehensive Primary and Preventive Care Grant program and the Primary Care Program to increase access
to health care services for medically under-served populations and areas. The Medicaid, CICP, and CBHP
programs are federal and state partnerships; therefore, the State receives approximately $1.7 billion in federal
matching fundsfor these programs. The Department transfers approximately 11.6 percent of itsappropriation
to other state agenciesthat administer programs eligible for Medicaid funding. The majority of thisfundingis
transferred to the Department of Human Services.

The Department's budget is comprised of thefollowing sections: (1) Executive Director's Office; (2) Medical

Services Premiums; (3) Medicaid Mental Health Community Programs; (4) Indigent Care Program; (5) Other
Medical Services, and (6) Department of Human Services Medicaid-Funded Programs.

Department Budget: Recent Appropriations

Funding Sour ce FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
General Fund/1 $1,280,754,507 $1,365,826,269 $1,380,460,170 $1,424,375,449
Cash Funds 11,448,429 741,183 684,480 2,966,076
Cash Funds Exempt 282,896,025 334,001,337 356,470,768 381,570,811
Federal Funds 1,500,409,261 1,557,941,032 1,601,223,675 1,667,277,250

Total Funds $3,075,508,222 $3,258,509,821 $3,338,839,093 $3,476,189,586

Full Time Equiv. Staff 202.8 213.4 231.8 2453

/1 With the exception of FY 2004-05, appropriations include General Fund Exempt.

General Factors Driving the Budget

Funding for this department in FY 2007-08 consists of 41.0 percent General Fund, 48.0 percent federal funds,
and 11.0 percent cash funds exempt, and lessthan 0.1 percent cash funds. Some of the most important factors
driving the budget are reviewed below.

Medical Services Premiums

The medical services premiums section provides funding for the health care services of individuals qualifying
for the Medicaid program. Health care services include both acute care services (such as physician visits,
prescription drugs, and hospital visits) and long-term care services (provided within nursing facilities and
community settings). The Department contracts with health care providersthrough fee-for-service and health
mai ntenance organization (HM O) arrangementsin order to providetheseservicestodligibleclients. Total costs
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for the program are driven by the number of clients, the costs of providing health care services, and utilization
of health care services.

Medicaid Caseload Growth

Thefollowing factorsaffect the number of clientsparticipatinginthe Medicaid program: (1) general population
growth; (2) policy changes at the state and federa level regarding who is eligible for services; and (3)
economic cycles. During thelate 1990s, the Medicaid casel oad declined due to theimpacts of federal welfare
reform and the strong economic expansion. However, beginning in 1999, the Medicaid caseload began to
increase sharply. Thisincrease was partly due to federal legislation authorizing new populations to become
eligible (mainly children) and partly due to the economic recessionin the early 2000's. In November 2004, the
votersof Colorado passed Amendment 35to the State Constitution. Amendment 35 authorized additional taxes
on tobacco products in order to fund new health programs, including an expansion of the Medicaid program.
The current Medicaid casel oad forecast anticipatesaslight declineto thetraditionally eligible Medicaid clients
in FY 2007-08. This decline is partially offset by anticipated growth in the expansion populations. The
following chart shows the monthly Medicaid caseload from FY 2002-03 through the forecast period for FY
2007-08.

For FY 2006-07, the final caseload forecast (performed in March 2007) was for 393,179 clients, an overall
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decrease of 6,519 clients (or -1.63 percent) from the FY 2005-06 actual caseload. This projected decreasein
caseload likely reflected: (1) the impact of improved economic conditions in the State; and (2) the
implementation of the federal Deficit Reduction Act of 2005 which imposed new citizenship verification
reguirements on certain Medicaid clients. For FY 2007-08, caseload is anticipated to decline to 383,784 total
clients (a decrease of 2.39 percent). The table on the following page shows the caseload history and the FY
2007-08 caseload projection for the Medicaid caseload by aid category.
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M edicaid FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08
Caseload Actual Actual Actual Actual Estimate Approp.

Supplemental Security Income
(SSI) Ages 65+ 34,485 34,149 35,615 36,219 36,218 36,703

Supplemental. Security Income
(SSI) Ages 60 - 64 5,456 5,528 6,103 6,048 6,068 6,252

Qualified Medicare
Beneficiaries/Specia Low-

income Medicare Beneficiaries 8,949 9,787 9,572 11,012 12,706 13,294
Disabled 46,378 46,565 47,626 47,565 48,489 48,942
Categoricaly Eligible Adults 40,021 46,754 56,453 57,747 52,115 46,708
Expansion Low-Income Adults 0 0 0 0 5,292 10,377
Baby Care Adults 7,579 8,203 6,110 5,050 5,018 5,264
Breast and Cervical Cancer

Treatment 46 103 86 188 233 277
Low-Income Children 166,537 192,048 220,592 213,600 205,212 193,981
Foster Children 13,843 14,790 15,669 16,311 16,580 17,295
Non-Citizens 4,101 4,604 4976 5,959 5,248 4,691
Total Medicaid Caseload 327,395 362,531 402,802 399,699 393,179 383,784
Annual Percent Change 10.83% 10.73% 11.11% (0.77)% -1.63% -2.39%

*This table does not include any caseload impact associated with S.B. 07-002. Please see special legidation section for explanation of impact..

Medical Cost Increases

In addition to increased costs due to caseload growth, the Medicaid budget also grows as aresult of higher
medical costs and greater utilization of medical services. Recent budget increases for medical services are
primarily related to nursing home rate increases and utilization increasesin the areas of community long-term
careand pharmaceuticals. For FY 2007-08, theappropriation assumesab.9 percent increaseintheaverage cost
per client. Theincreasein the per capita costs results mainly from adrop in caseload in lower cost adult and
children categories (changes in case mix) and from provider rate increases for long-term care and acute care
providers.

FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08

Actual Actual Actual Approp. Approp.
Medical Service Cost Per Capita $5,080.22 $4,700.29 $4,959.65 $5,184.87 $5,492.60
Percent Change 0.7% (7.5)% 5.5% 4.5% 5.9%

Medicaid Mental Health Capitation

Medicaid mental health community services throughout Colorado are delivered through a managed care or
"capitated” program. Under capitation, the State pays a regional entity - a Behavioral Health Organization
(BHO) - a contracted amount (per member per month) for each Medicaid client eligible for mental health
servicesin the entity's geographic area (currently around 365,800 clients statewide). The BHO isthen required
to provide appropriate mental health servicesto all Medicaid-eligible persons needing such services.
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Therate paid to each BHO is based on each class of Medicaid client eligible for mental health services (e.g.,
childreninfoster care, low-income children, elderly, disabled) in each geographic region. Under the capitated
mental health system, changesin rates paid, and changesin overal Medicaid eligibility and case-mix (mix of
types of clients within the population) are important driversin overall state appropriations for mental health
services. Capitation representsthebulk of thefunding shown for Medicaid mental healthcommunity programs.

Medicaid Mental Health Capitation Expenditure and Caseload Growth
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The following table provides information on the recent expenditures and caseload for the Medicaid mental
health capitation. Please note, the Medicaid mental health casel oad used was converted effective FY 2005-06
to mirror how Medicaid caseload is reported in other areas of the Department's budget. Specificaly, the
caseload beginning in FY 2005-06 does not include retroactivity adjustments.

FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08

Actual Actual Actual Actual Appropriation  Appropriation
Medicaid Mental Health
Capitation Funding $144,704,276 $146,346,423  $152,435,998 $164,839,222  $183,141,013 $196,303,651
Annual Dollar Change n/a $1,642,147 $6,089,575 $12,403,224 $18,301,791 $13,162,638
Annual Dollar Percent
Change n/a 1.1% 4.2% 8.1% 11.1% 7.2%
Individuals Eligible for
Medicaid Mental Health
Services (Casel oad) 314,345 348,140 388,254 382,734 375,226 365,799
Annual Caseload Change 314,345 33,795 40,114 (5,520) (7,508) (9,427)
Annual Caseload % Change n/a 10.8% 11.5% (1.4)% (2.00% (2.5)%

Indigent Care Program

The Safety Net Provider Payment, the Children's Hospital Clinic Based Indigent Care, and the Pediatric
Speciality Hospital line items provide direct or indirect funding to hospitals and clinics that have
uncompensated costsfrom treating approximately 170,000 under-insured or uninsured Col oradansthrough the
Indigent Care Program. The Indigent Care Program is not an insurance program or an entitlement program.
Because thisis not an entitlement program, funding for this program is based on policy decisions at the state
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and federal level and is not directly dependent on the number of individuals served or the cost of the services
provided. The majority of the funding for this program is from federal sources. State funds for the program
come through General Fund appropriations and through certifying qualifying expenditures at public hospitals
(these are cash funds exempt appropriations).

In FY 2003-04, through the Medicare Upper Payment Limit (UPL) financing mechanism, the State was able
to increase funding for the program by approximately $23.3 million. In FY 2004-05, funding for private
hospital s participating in the program was cut by $6.2 million total funds. However, becausethe State received
approval from the U.S. Centers for Medicare and Medicaid Services (CMS) to change the methodology by
whichthe UPL financingwascal cul ated, thetotal fund appropriation for the program actually increased by $8.1
million associated with recouping prior year payments. InFY 2005-06, total funding for the programincreased
by $28.7 million. The increase was due to restoring the $6.2 million for private hospitals that was cut in the
prior year, increasing funding for pediatric speciality hospital sby $5.5million, and accessing an additional $17
million in available Medicare UPL funding. For FY 2006-07, funding for existing programs increased by
$11.2 million total funds. In addition to this increase, an increase of $15.0 million became available for
additional indigent care coststhrough S.B. 06-044. For FY 2007-08 aprovider rate increase was included for
the pediatric speciality hospital lineitem. Other than that, funding was relatively stable when compared to the
FY 2006-07 appropriation. Thetablebelow providesafive-year funding history for the Indigent Care Program.

FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08

Actual Actual Actual Approp. Approp.
Safety Net Provider Payments $255,976,646 $264,013,206 $287,296,074 $296,188,630 $296,188,630

Children's Hospital Clinic Based

Indigent Care 6,119,760 6,119,760 6,119,760 6,119,760 6,119,760
Pediatric Speciality Hospital 0 0 5,452,134 7,732,072 8,499,289
S.B. 06-044 Funding Available 0 0 0 14,262,663 15,000,000
Total $262,096,406 $270,132,966 $298,867,968 $324,303,125 $325,807,679
General Fund 13,555,006 12,492,364 18,362,593 19,500,662 19,701,662
Cash Fund Exempt 115,400,000 122,574,119 131,071,391 149,782,232 150,687,822
Federal Funds 133,141,400 135,066,483 149,433,984 155,020,231 155,418,195
Total funding percent increase 9.43% 3.07% 10.64% 8.51% 0.46%

Comprehensive Primary Care Program

In November 2004, the voters passed Amendment 35 to the Colorado Constitution which increased the taxes
on tobacco productsin order to expand severa health care programs. During the 2005 Legislative Session, the
Genera Assembly passed H.B. 05-1262 to implement the provisionsof Amendment 35. Specifically, H.B. 05-
1262 created the Comprehensive Primary Care program. This program provides additional funding to
qualifying providers with patient casel oads that are at least 50 percent uninsured, indigent, or enrolled in the
Medicaid or Children's Basic Health Plan programs. For FY 2005-06, the amount of funding availablefor this
programwas $44.1 million. Fundingin FY 2005-06 included tobacco tax revenuesthat were collected in both
FY 2004-05 and FY 2005-06. In FY 2006-07, funding for this program decreased to $32.9 million. The
decrease reflects solely the fact that the program will have only twelve months of revenue in FY 2006-07
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instead of the 18 months of revenue collections that were available in FY 2005-06. For FY 2007-08, funding
for thisprogram is estimated at $32.4 million. Thereare no matching federal funds availablefor thisprogram.

Children'sBasic Health Plan

TheChildren'sBasic Health Plan (CBHP) wasimplemented in 1997 to provide health careinsuranceto children
from families at or below 185 percent of the federal poverty level. A 65 percent federal match isavailable for
the program. Sinceitspassagein 1997, anumber of expansionsto the program have occurred. In FY 2002-03,
the program was expanded to include adult pregnant women up to 185 percent of the federal poverty level.
However, due to budget constraintsin FY 2003-04, the adult prenatal program was suspended for the entire
year and no new enrollment was accepted into the children’s program beginning in November 2003. In FY
2004-05, the cap was lifted on the children's caseload and the adult prenatal program was reinstated.

InNovember 2004 the voters approved Amendment 35 to the Col orado Constitution, which increased thetaxes
on tobacco productsin order to expand several health care programs. During the 2005 Legid ative Session, the
Genera Assembly passed H.B. 05-1262 toimplement the provisionsof Amendment 35. Among other changes,
H.B. 05-1262 increased éigibility for the Children's Basic Health Plan for both children and women up to 200
percent of the federal poverty level (approximately $38,700 for a family of four in 2006). Additionally, H.B.
05-1262 allowed casel oad growth over the FY 2003-04 level to be funded through Amendment 35 moneysand
allowed for increased marketing activitiesto further expand casel oad enrollment. Thefollowing table provides
afive-year funding history for the Children's Basic Health Plan medical and dental costs.

FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08

Actual Actual Actual Approp. Approp.
Medica Services $51,777,408 $52,000,289 $65,919,891 $81,483,970 $86,426,598
Dental Services 5,405,336 5,084,701 5,368,921 6,302,642 6,886,799
Total Service Costs $57,182,744 $57,084,990 $71,288,812 $87,786,612 $93,313,397
Cash Fund Exempt 20,114,345 20,059,529 25,305,261 30,870,818 32,818,721
Federal Funds 37,068,399 37,025,461 45,983,551 56,915,794 60,493,196
Total funding percent increase 0.00% (0.17)% 24.88% 23.14% 6.30%

The table on the following page provides a five-year history of the caseload served by the Children's Basic
Headth Plan. The Children'sBasic Health Plan Trust Fund providesthe state match for the CBHP caseload up
to 185 percent of the poverty level (FPL) that does not exceed the caseload in FY 2003-04 (the year the prenatal
program was suspended and the children’s popul ation was capped). The Health Care Expansion Fund provides
the state match for the CBHP caseload up to 185 percent of FPL that exceedsthe FY 2003-04 enrollment and
for any casel oad between 185 percent of FPL and 200 percent of FPL. Beginningin FY 2007-08, the children's
population under 185 percent of FPL is forecasted to exceed the FY 2003-04 caseload for the first time.

FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08

Actual Actual Actual Approp. Approp.
Children's CBHP Trust Fund Caseload 46,694 41,101 42,547 46,489 46,694
Children’s Health Care Expansion Caseload n/a n/a 1,630 3,562 7,022
Total Children Caseload 46,694 41,101 44177 50,051 53,716
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FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08
Actual Actual Actual Approp. Approp.
Adult Prenatal Member Months CBHP Trust Fund 1,428 6,684 1,428 1,428 1,428
Adult Prenatal Member Months Health Care
Expansion n/a n/a 13,019 15,450 18,447
Total Prenatal M ember Months 1,428 6,684 14,447 16,878 19,875

*This Table does not include the any casel oad impacts associated with S.B. 07-97. See special bill descriptionsfor any casel oad impact associated
with thisbill.

Department of Human Services M edicaid-Funded Programs

Many programs in the Department of Human Services (DHS) qualify for Medicaid funding. The federd
government requiresthat one state agency receiveall federal Medicaid funding. Therefore, thestateand federal
funding for all DHS programs that qualify for Medicaid funding is first appropriated in the Department of
Health Care Policy and Financing and then transferred to the Department of Human Services (as cash funds
exempt). A five-year funding history for theDHS Medicaid related programsisprovided below. TheFY 2006-
07 reduction primarily reflectsfederal restrictionson Medicaid reimbursement for residential child careservices
that became effective in FY 2006-07, as well as one-time reductions to funding for developmental disability
servicesassociated with federally-required billing system changes. TheFY 2007-08 increase primarily reflects
increases in Medicaid reimbursement for developmental disability services, including the restoration of one-
time FY 2006-07 reductions.

FY 03-04 FY 04-05/1 FY 05-06 FY 06-07 FY 07-08

Actual Actual Actual Approp. Approp.
Expenditures $567,683,764 $420,876,735 $446,257,606 $372,336,043 $401,713,130
Annual Percent Increase n/a (25.9)% 6.0% (16.6)% 7.9%

/1 The majority of this decrease relates to the transfer of Medicaid mental health services from this section to the newly created
Medicaid Mental Health Community Programs section.

Summary of FY 2006-07 and FY 2007-08 Appropriations

Department of Health Care Policy and Financing

Total General Cash Cash Funds Federal FTE
Funds Fund/1,2 Funds Exempt Funds
FY 2006-07 Total Appropriation: $3,338,839,093  $1,380,460,170 $684,480 $356,470,768 $1,601,223,675 231.8

Breakdown of Total Appropriation by Administrative Section

Executive Director's Office 98,187,209 32,612,822 422,375 5,774,885 59,377,127 2318
Medical Services Premiums 2,057,801,212 974,636,899 38,256 52,330,509  1,030,795,548 0.0
Medicaid Mental Health Community

Programs 217,345,933 89,119,832 0 35,888,952 92,337,149 0.0
Indigent Care Program 466,680,446 31,259,913 223,849 220,198,092 214,998,592 0.0
Other Medica Services 126,488,250 74,396,494 0 34,354,864 17,736,892 0.0
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Department of Health Care Policy and Financing

Total General Cash Cash Funds Federal FTE
Funds Fund/1,2 Funds Exempt Funds

Department of Human Services Medicaid-

Funded Programs 372,336,043 178,434,210 0 7,923,466 185,978,367 0.0
Breakdown of Total Appropriation by Bill

HB 06-1385 3,388,531,182  1,400,632,441 690,959 364,874,341  1,622,333,441 222.7
SB 06-44 14,962,408 0 0 14,962,408 0 0.0
SB 06-128 126,780 0 0 45,070 81,710 10
SB 06-131 2,376,406 1,188,203 0 0 1,188,203 0.0
SB 06-165 433,757 203,558 0 0 230,199 10
SB 06-219 (7,319,962) (10,485,986) 0 3,166,024 0 10
HB 06-1270 59,532 29,766 0 0 29,766 10
HB 06-1310 (23,595,753) (571) 0 (23,595,182) 0 00
HB 06-1395 10,251,950 5,114,391 0 0 5,137,559 0.0
SB 07-1 145,927 145,927 0 0 0 0.0
SB 07-2 34,650 0 0 8,663 25,987 0.0
SB 07-163 5,437,597 8,268,956 0 (5,743,425) 2,912,066 4.3
SB 07-239 (52,605,381)  (24,636,515) (6,479) 2,752,869  (30,715,256) 0.8
FY 2007-08 Total Appropriation: $3,476,189,586  $1,424,375,449 $2,966,076 $381,570,811 $1,667,277,250 245.3
Breakdown of Total Appropriation by Administrative Section

Executive Director's Office 97,363,795 32,971,841 2,680,877 6,289,822 55,421,255 245.3
Medical Services Premiums 2,147,858,908 996,321,500 38,256 76,001,368  1,075,497,784 0.0
Medicaid Mental Health Community

Programs 230,114,249 92,060,148 0 39,151,106 98,902,995 0.0
Indigent Care Program 477,448,509 35,225,673 246,943 222,997,647 218,978,246 0.0
Other Medical Services 121,690,995 70,552,732 0 33,306,193 17,832,070 0.0
Department of Human Services Medicaid-

Funded Programs 401,713,130 197,243,555 0 3,824,675 200,644,900 0.0
Breakdown of Total Appropriation by Bill

SB 07-239 3,474,770,952  1,431,468,637 710,644 377,425,911  1,665,165,760 238.0
SB 07-1 2,253,953 0 2,253,953 0 0 25
SB 07-2 8,281,730 0 0 4,140,865 4,140,865 0.0
SB 07-4 126,580 0 0 53,730 72,850 10
SB 07-36 42,470 11,011 0 11,011 20,448 0.0
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Department of Health Care Policy and Financing

Total General Cash Cash Funds Federal FTE

Funds Fund/1,2 Funds Exempt Funds
SB 07-97 3,681,845 0 1,479 3,565,152 115,214 0.0
SB 07-130 118,128 44,965 0 0 73,163 10
SB 07-133 (11,942,390) (7,173,368) 0 (2111,664) (2,657,358) 0.0
SB 07-196 127,288 40,019 0 0 87,269 0.5
SB 07-211 161,427 62,562 0 1,237 97,628 13
HB 07-1021 (545,281) (276,877) 0 0 (268,404) 1.0
HB 07-1183 397,000 198,500 0 0 198,500 0.0
HB 07-1301 298,177 0 0 104,362 193,815 0.0
HB 07-1346 75,000 0 0 37,500 37,500 0.0
HB 07-1359 (1,657,293) 0 0 (1,657,293) 0 0.0
Increase/(Decr ease) $137,350,493 $43,915,279 $2,281,596  $25,100,043 $66,053,575 135
Percentage Change 4.1% 3.2% 333.3% 7.0% 41% 5.8%

/1 Includes General Fund Exempt. See Division Detail for information on General Fund Exempt appropriations.
/2 For FY 2006-07 includes $7,342,621 that is exempt from the statutory limit on state General Fund appropriations pursuant to Section 24-75-
201.1, C.R.S. For FY 2007-08, includes $586,565 that is exempt from the statutory limit on state General Fund appropriations pursuant to Section

24-75-201.1, CR.S.

FY 2007-08 Appropriation Highlights:

1.
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The appropriation includes an increase of $64.7 million total funds ($11.1 million General Fund) for
caseload and medical cost growth for the Medicaid medical program. This appropriation will support
health care servicesfor an estimated 383,784 Medicaid clientsin FY 2007-08 at an average per capita
cost of $5,492.61.

The appropriation provides atotal increase of $21.1 million total funds ($10.4 million General Fund)
for provider rate increases in the Medicaid medical program for various provider groups.

The appropriation adds a total of $28.3 million ($18.2 million General Fund) for programs for the
developmentally disabled who qualify for Medicaid waiver programs. Included inthisincreaseis $5.4
million in provider rate increases. Thisfunding istransferred to the Department of Human Services.

The appropriation includes an increase of $8.7 million total funds ($3.0 million General Fund) for

caseload and capitation rate increases for the Medicaid mental health program.

The appropriation includes atotal fund decrease of $11.9 million ($7.2 million General Fund) to move
three programs to cash accounting in FY 2007-08: (1) Children's Basic Hedlth Plan; (2) Old Age
Pension Medical Program; and (3) the Medicare State Contribution Payment.
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Detail of Appropriation by Administrative Section

Executive Director's Office

The appropriation for the Executive Director's Office contains the administrative funding for the Department.
Specifically, the funding in this division supports the Department's personnel, operation of the Medicaid
Management Information System, implementation of the Health Insurance Portability and Accountability Act
(HIPAA) of 1996, provider audits, and the operating funds associated with the Department's Executive
Director's Office, Medical Assistance Office, and Operations and Finance Office.

Executive Director's Office
Total General Cash Cash Funds Federal
Funds Fund/1 Funds Exempt Funds FTE

FY 2006-07 Appropriation:
HB 06-1385 $66,978,185  $22,787,657 $422,375  $1,434,308 $42,333,845 222.7
SB 06-128 126,780 0 0 45,070 81,710 10
SB 06-165 111,326 42,342 0 0 68,984 10
SB 06-219 19,956,252 6,260,208 0 3,717,918 9,978,126 10
HB 06-1270 59,532 29,766 0 0 29,766 10
HB 06-1395 46,336 11,584 0 0 34,752 0.0
SB 07-1 145,927 145,927 0 0 0 0.0
SB 07-2 34,650 0 0 8,663 25,987 0.0
SB 07-163 10,112,556 3,026,167 0 570,717 6,515,672 43
SB 07-239 615,665 309,171 0 (1,791 308,285 0.8
TOTAL $98,187,209  $32,612,822 $422,375  $5,774,885  $59,377,127 231.8
FY 2007-08 Appropriation:

FY 2006-07 Appropriation $98,187,209  $32,612,822 $422,375  $5,774,885  $59,377,127 231.8

County administration increase 2,209,022 759,836 0 344,675 1,104,511 0.0

Salary and benefits adjustments 1,026,492 709,548 0 48,663 268,281 0.0

Provider rate increase 451,248 225,624 0 0 225,624 0.0

Operating expenses and other

administrative cost adjustments 234,658 111,188 4,549 3,711 115,210 0.0

Facility survey increase 229,333 73,694 0 0 155,639 0.0

MMIS changes for CBHP Premium

Assistance Program 180,558 0 0 63,195 117,363 0.0

Increased hospital and FQHC audits 131,350 65,675 0 0 65,675 0.0

Audit Primary Care Fund 75,200 0 0 75,200 0 0.0
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Executive Director's Office
Total General Cash Cash Funds Federal
Funds Fund/1 Funds Exempt Funds FTE

Annualize FY 2006-07 Legidation 45,049 (20,732) 0 1,689 64,092 0.0

Actuary contract for Denver Health

incentive payment 20,000 10,000 0 0 10,000 0.0

Adjust FTE dlotment 0 0 0 0 0 20

Eliminate one-time funding and annualize

prior year adjustments (8,016,906)  (1,716,887) 0 16,110  (6,316,129) 42

Technical adjustments (274,043) (13,847) 0 (139,422) (120,774) 0.0

Drug utilization contract review reduction (84,832) (18,458) 0 0 (66,374) 0.0
SB 07-239 $94,414,338  $32,798,463 $426,924 $6,188,706  $55,000,245 238.0
SB 07-1 2,253,953 0 2,253,953 0 0 25
SB 07-4 62,846 0 0 31,423 31,423 10
SB 07-97 91,980 0 0 32,193 59,787 0.0
SB 07-130 118,128 44,965 0 0 73,163 10
SB 07-196 127,288 40,019 0 0 87,269 0.5
SB 07-211 140,740 52,870 0 0 87,870 13
HB 07-1021 79,522 35,524 0 0 43,998 10
HB 07-1346 75,000 0 0 37,500 37,500 0.0
TOTAL $97,363,795  $32,971,841 $2,680,877 $6,289,822  $55,421,255 245.3
I ncr ease/(Decr ease) ($823,414) $359,019  $2,258,502 $514,937  ($3,955,872) 135
Percentage Change (0.8)% 1.1% 534.7% 8.9% (6.7)% 5.8%

/1 Of thisamount, $895,494 isexempt from the statutory limit on state General Fund appropriations pursuant to Section 24-75-201.1 (1) (a) (1)
(A), C.R.S. These costs were associated with implementing the Deficit Reduction Act of 2005 and the Payment Error Rate Management project.

S.B. 07-239 (Long Bill) Issue Descriptions

County administration increase: Theappropriationincludesanincrease of $2.2 milliontotal fundsto narrow
the gap between the funding the State provides counties to perform eligibility determinations for programs
administered by the Department and the amount of funding the counties actually spend on such activities. A
similar appropriation is made in the Department of Human Services. With these two appropriations, all
counties will receive additional funding to aleviate the over-expenditures at the county level for determining
eigibility for state welfare, medical, and assistance programs. It is anticipated that a work study will be
completed in FY 2007-08 that will quantify the true need for state funding for county administration. This
appropriation is apartial solution until the comprehensive workload study is complete.
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Salary and benefitsadjustments. Theappropriationincludesanincreaseof $1,026,492 total fundsfor salary
and employee-related benefit adjustments for state employees. Specifically, the appropriation includes the
following total fund increases: (1) $480,923 for salary survey and senior executive pay; (2) $299,653 for
health, life, and dental benefits; (3) $206,506 for performance-based pay awards; (4) $116,745 for amortization
of equalization disbursements for PERA; and (5) $4,660 for short-term disability. These increases are offset
witha0.5 percent total fund base reduction of $80,482 for vacancy savings and adecrease of $1,513 total funds
for worker's compensation assessments. The appropriation also adjusts funding splits and applies statewide
indirect costs assessments. Whiletheindirect cost assessmentsand fund split adjustments net to zero total fund
impact, these adjustment increase the General Fund appropriation by $239,861 and decrease the cash funds
exempt and federal funds appropriations by $239,861.

Provider rateincreases. The appropriation includes an increase of $451,248 total funds. Specifically, the
appropriation providesthe following total fund provider rateincreases: (1) $317,344 for a 1.5 percent cost-of -
living-adjustment increase for county administration; (2) $110,000 for a 31.0 percent increase to the
reimbursement rate when private vehicles are used to transport Medicaid clients to necessary medica
appoi ntments because transportation services are not available from the transportation broker or county health
department; and (3) $23,904 for a 1.5 percent COLA increase for administrative case management services
provided by the counties.

Operating expenses and other administrative cost adjustments:. The appropriation includes atotal fund
increase of $234,658 for various operating and administrative costs. Specifically, the appropriation includes
thefollowing total fund increases: (1) $145,613 for commercial and capitol complex |ease space; (2) $54,034
dueto anincreaseinthelegal rate charged by the Department of Law; (3) $26,579 based on the estimate of the
number of administrative judge hoursthe Department will use; and (4) $18, 516 for use of the central computer
center for the state. These increases are offset by a total fund decrease of $10,084 in the risk management
assessment for the Department.

Facility survey increase. The appropriation includes a total fund increase of $229,333 for the moneys
transferred to the Department of Public Health and Environment to survey and certify hospital and nursing
facilities. Theincrease isrelated to annualizing the salary survey and administrative costs adjustments that
wereinitially provided in FY 2006-07.

Medicaid M anagement I nformation System (MM 1S) changesfor CBHP Premium Assistance Program:
The appropriation includes a total fund increase of $180,558 for necessary system changes for the CBHP
Premium Assistance Program. This program allows qualifying individual s to receive premium assistance for
workplace health insurance if they would otherwise qualify for the CBHP program. The program alows
premiums assistance up to $100 per month. The system changes are needed to create a provider 1D for the
policy holder, update the MMIS for the amount of premium assistance awarded, and to make direct deposits
into the policy holder's account.

I ncreased hospital and Federal Qualifying Health Center (FQHC) audits. The appropriation includesan

increase of $131,350 for additional hospital and FQHC desk and on-site audits. Thisincreaseis fully offset
by anticipated savings in the Medical Services Premiums line item due to the increased audit activity.
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Audit Primary CareFund: Theappropriationincludesa$75,200increase, transferred fromthe Primary Care
Fund Program, to perform an audit on how the Primary Care Fund is distributed to qualifying providers. In
November 2004, the voters approved additional tobacco taxes to be distributed to providers who provide a
disproportionate share of careto the under insured, uninsured, and Medicaid and CBHP clients. Thisaudit will
make sure that the Department has correctly identified qualifying providers and is distributing the funds in
accordance to the requirements in the State Constitution.

Annualize FY 2006-07 Legislation: The appropriation annualizes costs and removes one-time funding for
new legislation enacted during the 2006 and 2007 Legislative Sessions that changed appropriations for FY
2006-07. The net impact of thisissueisatotal fund increase of $45,049. However, thisreflects net increases
of $64,092 federal funds and $1,689 cash funds exempt offset by a net decrease of $20,732 General Fund.

Actuary contract for Denver Health incentive payment: Theappropriation includesan increase of $20,000
for actuary services related to reviewing a quality incentive payment program for Denver Hedlth for the
managed care casel oads.

Adjust FTE allotment: The appropriation includes an increase of 2.0 FTE to better align the Department's
FTE alotment with the current number of employee positions at the Department. This is a technical
adjustment, with no related increase in funding.

Eliminateone-timefundingand annualizeprior year adjustments:. Theappropriationincludesatotal fund
decrease of $8.0 million to eliminate one-time funding and annualize adjustments from the Genera
Appropriations Act and supplemental bills. Major reductions include the following total fund decreases. (1)
$4.9millionfor MMIS system changesrelated to the re-procurement of the MMIS; (2) $2.0 millionto eliminate
costs associated with MMIS changes for the HIPAA National Provider ID rule; (3) $569,497 to eliminate the
consulting contract for the re-procurement of the MMIS system; (4) $394,459 to eliminate one-time funding
providedin FY 2006-07 to settle acontract dispute with the transportation broker for the eight metro-counties,
and (5) $279,746 to eliminatethenursing facility appraisal fundingin FY 2006-07 (these appraisalsonly needed
to be done once every four years). These reductions are partially offset by atotal fund increase of $294,249
to annualize the Payment Error Rate Measurement Contract that was partially funded in FY 2006-07 and by
$41,184 to annualize the county administration costs associated with immigration reform. The appropriation
makes various other changes to annualize part-year funding or remove one-time costs.

Technical adjustments: Theappropriationincludesanet decreaseof $274,043total fundsfor decreasesrel ated
to technical changes. Specifically, the appropriation reduces the Managed Care Enrollment Broker Contract
by $242,784 to reflect adecrease in overall Medicaid casel oad and the availability of managed care optionsin
the state. The appropriation also includes a decrease of $70,892 for the number of Medical ID cardsthat are
produced related to the drop in Medicaid caseload. These decreases are partially offset by the following total
fund increases: (1) $16,577 in the amount transferred to the Department of Regulatory Agenciesfor nurseaid
certifications; (2) a net increase of $15,880 to the MMIS contract for changes in mailing and prior
authorizationsrelated to the preferred drug list; and (3) $7,176 in the amount transferred to the Department of
Education for the Public School Health program.
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Drug utilization contract review reduction: The appropriation includes atotal fund reduction of $84,832
for thedrug utilization review contract. Thereductionisprimarily theresult of fewer reviews being necessary
due to the passage of the Medicare Modernization Act of 2003 (which moved individuals éligible for both
Medicaid and Medicare to the Medicare drug benefit).

Additional legislation: For information on additional legislation, seethe "Recent Legislation” section at the
end of this department.

Medical Services Premiums

This division provides the health care funding for an estimated 446,341 Medicaid clients (includes the
traditional caseload and the expansion caseload under Amendment 35). Medical services provided include
acute care services (i.e. physician visits, prescription drugs, hospitalization) and long-term care services (i.e.
nursing home care and community-based services). In general, Medicaid health care services are funded with
50 percent state funds (General Fund, cash funds, or cash funds exempt) and 50 percent federal funds.

Medical Services Premiums
Total General Cash Cash Funds Federal FTE
Funds Fund/1 Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $2,108,588,722 $995,472,438 $76,512 $55,563,806 $1,057,475,966 0.0
SB 06-131 2,376,406 1,188,203 0 0 1,188,203 0.0
SB 06-165 322,431 161,216 0 0 161,215 0.0
SB 07-239 (53,486,347) (22,184,958) (38,256) (3,233,297) (28,029,836) 0.0
TOTAL $2,057,801,212 $974,636,899 $38,256  $52,330,509 $1,030,795,548 0.0
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $2,057,801,212 $974,636,899 $38,256  $52,330,509 $1,030,795,548 0.0
Base casel oad and cost changes 64,714,021 11,101,307 0 21,582,316 32,030,398 0.0
Acute care provider rate increases 15,987,854 7,855,812 0 138,113 7,993,929 0.0
Community care provider rate increases 5,081,736 2,540,868 0 0 2,540,868 0.0
HPV vaccination costs 1,010,084 505,042 0 0 505,042 0.0
Incentive payment to Denver Health 758,467 379,234 0 0 379,233 0.0
Preferred drug list (670,376) (335,188) 0 0 (335,188) 0.0
Increased hospital and FQHC audits (497,146) (248,573) 0 0 (248,573) 0.0
SB 07-239 $2,144,185,852  $996,435,401 $38,256  $74,050,938 $1,073,661,257 0.0
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Medical Services Premiums
Total General Cash Cash Funds Federal FTE
Funds Fund/1 Funds Exempt Funds
SB 07-2 3,900,859 0 0 1,950,430 1,950,429 0.0
HB 07-1021 (624,803) (312,401) 0 0 (312,402) 0.0
HB 07-1183 397,000 198,500 0 0 198,500 0.0
TOTAL $2,147,858,908 $996,321,500 $38,256  $76,001,368 $1,075,497,784 0.0
Increase/(Decr ease) $90,057,696 $21,684,601 $0  $23,670,859 $44,702,236 0.0
Percentage Change 4.4% 2.2% 0.0% 45.2% 4.3% n/a
/1 Includes General Fund Exempt amounts.
General Fund Total General General Fund
Summary General Fund Fund Exempt
FY 2006-07 Appropriation $996,821,857 $740,721,857 $256,100,000
Long Bill supplemental (SB 07-239) (22,184,958) (109,184,958) 87,000,000
FY 2006-07 Adjusted Appropriation 974,636,399 631,536,399 343,100,000
Medical Services Premiums Changes 21,684,601 20,884,601 800,000
Total FY 2007-08
Appropriation $996,321,500 $652,421,500 $343,900,000

General Fund Exempt

In November 2005, the Colorado voters passed Referendum C. Referendum C allowed the State to retain all
revenue that is collected above the TABOR limit for FY 2005-06 through FY 2009-10. Thisrevenue must be
placed in a General Fund Exempt Account (see Section 24-77-103.6 (2), C.R.S.). The above table shows the
amount of General Fund Exempt that was appropriated from the General Fund Exempt Account for purposes
of funding health carefor Colorado'selderly, low-income, and disabled popul ations pursuant to Sections 24-77-
103.6 (2) (a) and 24-77-104.5 (2) (@) (I), Colorado Revised Statutes.

S.B. 07-239 (Long Bill) Issue Descriptions

Base caseload and cost changes. The FY 2007-08 appropriation supports medical servicesfor an estimated
383,784 Medicaid clients. Of thisnumber, 346,283 are traditional Medicaid clientsand 37,501 are expansion
Medicaid clients(eligibleto befunded with Health Care Expansion Funds). TheFY 2007-08 casel oad forecast
reflects adecrease of 9,396 clientsfrom the final FY 2006-07 caseload forecast. Table 1 showsthe projected
caseload growth from FY 2006-07 to FY 2007-08.
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Table1: FY 07-08 Caseload

Eligibility Category Caseload Per cent
FY 06-07 FY 07-08 Change Change
Elderly Caseloads
SSI 65+ 36,218 36,703 485 1.3%
SSI 60-64 6,068 6,252 184 2.9%
Partially Dual Eligible 12,706 13,294 588 4.4%
Disabled Caseload
SSI Disabled 48,489 48,942 453 0.9%
Low-Income Adults
Categorical Eligible Adults 52,115 46,708 (5,407) -11.6%
Baby Care Adults 5,018 5,264 246 4.7%
Expansion Adults 5,292 10,377 5,085 49.0%
Breast and Cervical Cancer Adults 233 277 44 15.9%
Children
Categorical Eligible
Children 205,213 193,981 (11,232) -5.8%
Foster Children 16,580 17,295 715 4.1%
Other
Non-Citizens 5,248 4,691 (557) -11.9%
Total Caseload For ecast 393,180 383,784 (9,396) -2.4%

*This table does not include any caseload impacts associated with S.B. 07-2. See newly enacted legidation section for

details about S.B. 07-2.

Themajority of the casel oad declineisin the low-income categorically eligible adultsand children. However,
the casel oad forecast for these popul ationsis anticipated to stabilizein FY 2007-08 and to begin to grow again
beginning in FY 2009-10. Even though the low-income adult and children categories have been declining
during the last two years, these aid categories continue to be the majority of the Medicaid caseload as shown

in the pie chart on the next page.
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FY 2007-08 Caseload

Disabled 12.8% 48,942

Adults 16.3% 62,626

Elderly 14.7% 56,249 |

\

Non-Citizens 1.2% 4,691 \

|
J
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After the caseload forecast is
established, the base service
costs are calculated. The base
service costs are the amount of
funding needed for the Medicaid
program under current law
before policy issues are added.
The base service costs are a
function of both the caseload
forecast and the forecast for the
cost of medical services, based
on prior year utilization patterns
and rates. The base service costs
include the following major
groupings of medical cost
drivers. (1) the cost of acute,
community long-term care,
institutional  long-term  care,
supplemental  insurance, and
medical administrative costs; (2)
the mix of services used by the

different casel oad aid categories described above; and (3) the acuity level of the casel oad using services. Table
2 compares the FY 2006-07 estimated costs with the FY 2007-08 base service cost appropriation for each

Service category.

Table2: FY 07-08 Medical Services Costs I
Service Category Dollar Per cent
FY 06-07 FY 07-08 Change Change
Acute Care Services/1 $1,189,301,733  $1,206,780,201  $17,478,468 1.5%
Community Long-Term Care Services/2 216,565,263 224,221,962 7,656,699 3.5%
Long-Term Care and Insurance 610,944,751 652,744,845 41,800,094 6.8%
Medical Administrative Costs 27,057,207 24,265,683 (2,791,524) (10.3)%
Finance Changes 13,932,258 14,502,542 570,284 4.1%
Total Service Costs $2057,801,212 $2,122 515233  $64,714,021 3.%

/1 FY 2007-08 does not include any policy-based rate increases. Rate increases are discussed separately.
/2 FY 2007-08 does not include any policy-based rate increases. Rate increases are discussed separately.

Acute Care Services. The FY 2007-08 appropriation includes an increase of $17,478,468 total fundsfor acute
care services. Thisamount includesthe followingincreases: (1) $13,174,275 for casel oad and cost-per-client
assumption changes; (2) $4,097,363 to annualize rate increases that were provided to home health agencieson
April 1, 2007; (3) $466,712 to annualize costs associated with telemedicine; and (4) $16,982 for claims
adjustments for rural health centers. These increases are offset by the following decreases:. (1) $235,363 for
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estimated savings related to telemedicine services; and (2) $41,500 in estimated savings due to including an
outpatient substance abuse treatment program (annualized savings).

Community Long-Term Care Services. The FY 2007-08 appropriation includes an increase of $7,656,699 for
community-based long term care services. This amount includes the following increases. (1) $8,857,928 to
annualizerateincreases provided on April 1, 2007; (2) $4,299,575 for casel oad and cost-per-client assumption
changes; and (3) $940,125 to annualize the costs for the services for children on the autism waiver. These
increases are offset by a decrease of $6,440,928 in estimated savings for the consumer directed care waiver
program.

Long-Term Care and Insurance: The appropriation includes a total increase of $41,800,094 for institutional
long-term care servicesand supplemental insurancefor Medicarebeneficiaries. Theappropriationincludesthe
followingincreases: (1) $22,715,616 for class | nursing home rate increases and patient day assumptions; (2)
$55,673 for class |l nursing homes; (3) $12,119,364 for caseload and cost increases for the Program for All
Inclusive Care of the Elderly; (4) $6,889,992 for caseload and cost increases for supplemental Medicare
insurance; and (5) $19,449 for caseload assumptions for the Health Insurance Buy-In program.

Medical Administrative Costs: The appropriation includes a total decrease of $2,791,524 for medical
administrative costs. The decrease results from a$2,932,071 decrease in the amount of funding transferred to
the Department from the Department of Public Health and Environment pursuant to H.B. 05-1262 for disease
management programs. This decrease is offset by increases of $140,547 for single entry point contracts.

Financial Adjustments. The appropriationincludesan increase of $570,285 for the estimated amount of funds
that will be able to be certified at public facilities under the Medicare Upper Payment Limit financing option.

After determining the caseload and estimated medical costs, the funding sources for the Medical Services
Premiums are calculated. Certain populations are eligible to receive funding from different funding sources
(i.e. some adults and children on Medicaid can be funded from the Health Care Expansion Fund due to the
elimination of the asset test in 2006, children on the autism waiver can receive funding from the Autism Fund,
etc.). Table 3 shows the funding sources for the Medical Services Premiums line item for FY 2007-08
compared to FY 2006-07.

Table 3: Fund Splitsfor FY 07-08 M edical Services Premiums Appropriation
FY 06-07 FY 07-08
Fund Appropriation Base Appropriation Difference
General Fund & GFE $974,636,899 $985,738,207 $11,101,308
Cash Funds 38,256 38,256 0
Certified Funds 13,582,466 14,191,007 608,541
Health Care Expansion Fund 35,695,626 57,929,630 22,234,004
Transfer from DPHE 2,555,236 735,600 (1,819,636)
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Table 3: Fund Splitsfor FY 07-08 M edical Services Premiums Appropriation
FY 06-07 FY 07-08
Fund Appropriation Base Appropriation Difference
Breast and Cervical Cancer Fund 340,493 429,838 89,345
Autism Fund 156,688 626,750 470,062
Cash Fund Exempt Subtotal 52,330,509 73,912,825 21,582,316
Federal Funds 1,030,795,548 1,062,825,945 32,030,397
TOTAL FUNDS $2,057,801,212 $2,122,515,233 $64,714,021

Acutecareprovider rateincreases. Theappropriationincludesatotal fundincrease of $15,987,854 for acute
care provider rateincreases. Of thisamount, $7,855,812 is General Fund. Table4 describestherateincreases
provided by this appropriation.

Table4: FY 07-08 Acute Care Provider Rate I ncreases

Issue Total Fund Amount Description

Inpatient Hospital $4,446,001 Providesfunding for a 1.5 percent increase to inpatient hospital
rates. Thisrate increase will allow inpatient hospitals rates to
be dightly higher than 90 percent of Medicare rates.

Emergency Transportation 300,000 Providesa5.0 percent increase for emergency transportation
ratesin order to restore the 5.0 percent rate reduction that
occurred in FY 2002-03.

Adult Immunizations 600,000 Approvesrates at wholesale price plus 10 percent for adult
immunizations in order to cover the cost to the practioner
providing the immunizations. The appropriation also provides a
$2.00 administration fee.

Anesthesia 3,150,000 Increasesrates for anesthesiato $21.49 for 15 minutes to
address some of the disparity between Medicaid rates and
insurance rates for this service.

Durable Medical Equipment 500,000 Increaseswheelchair repair rates to $35.48 per 15 minutesin
Repair order to cover the costs of travel and labor for providers.
Surgical Procedures 1,650,000 Adjusts surgical code rates by $1.6 million to increase rates that

have not been adjusted since 1990.

Therapy Services 1,000,000 Providesa9.05 percent rate increase for outpatient physical
therapy, speech therapy, and occupational therapy in order to
address rate disparities that occurred when home health rates
increased for these services but outpatient rates did not.

Corresponding Adjustment to 398,966 Includes an adjustment to the managed care rates to reflect the
Managed Care Rates impact of the rates discussed in this table.
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Table4: FY 07-08 Acute Care Provider Rate I ncreases
I ssue Total Fund Amount Description
Single Entry Point Contracts 3,852,887 Increasesrates for single entry point agenciesin order to
reimburse them for services they provide but are not currently
reimbursed for.
Intrauterine Devices 90,000 Increasesratesto pay for the cost of the device.
TOTAL $15,987,854

Community care provider rateincreases: The appropriation includes $5,081,736 for a 1.5 percent provide
rate increase for home and community-based waiver services, private-duty nursing, and home health.

HPV vaccination costs: The appropriation includes $1,010,084 for the costs of administering the human
papillomavirus (HPV) vaccine to women and girls eligible for the federal Vaccine for Children's (VFC)
program. The appropriation assumes that approximately 17 percent of the Medicaid femal e popul ation under
the age of 20 will request to receive the HPV vaccine. While the VFC program will cover the cost of the
vaccination for Medicaid clients, it does not cover the administrative fee or office visit costs. Therefore, the
appropriation adds $1,010,084 for these costs.

I ncentive payment to Denver Health: The appropriation includes an increase of $758,467 for a quality
incentive payment program for the Denver Health managed care program. Theincentive programwill provide
additional funding to Denver Health if clients in their managed care program receive certain primary care
services. The incentive program aims at keeping Denver Health as an at-risk managed care provider in the
Medicaid program (the only at-risk managed care organization left serving the Medical program).

Preferred druglist: Theappropriationincludesatotal fund decrease of $670,376 for cost saving assumed in
FY 2007-08 due to the implementation of apreferred drug list (PDL) in the fee-for-service Medicaid medical
program. The Governor signed Executive Order D 004-07 in January 2007 to establishaPDL for theMedicaid
program. Theappropriation assumesthat the PDL will be operational by January 2008 and includessix months
of estimated savings for the program.

I ncreased hospital and FQHC audits: The appropriation includes a decrease of $497,146 total funds based
on the assumption that additional audits at hospitals and Federally Qualified Health Centers will identify
improper payments and will result in recoupmentsfrom these providers. These estimated savingsare partially
offset by increased costs in the Executive Director's Office.

Additional legidation: For information on additional legislation, see the "Recent Legislation” section at the
end of this department.
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Medicaid Mental Health Community Programs

Thisdivision providesfor mental health servicesthrough the purchase of servicesfromfiveregional behavioral
health organizations (BHOs), which manage mental health services for eligible Medicaid recipients in a
capitated, risk-based model. Thisdivision contains funding for Medicaid mental health fee-for-service and
shows, for informational purposes, the anti-psychotic pharmaceutical expenditures appropriated for this
population in the Medical Services Premiums section. Funding for FY 2007-08 reflects funding for 365,799

Medicaid clients who are eligible for mental health services.

Medicaid Mental Health Community Programs
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $211,550,200 $87,803,777 $0 $33,783,245 $89,963,178 0.0
SB 07-163 11,405,081 5,702,541 0 0 5,702,540 0.0
SB 07-239 (5,609,348) (4,386,486) 0 2,105,707 (3,328,569) 0.0
TOTAL $217,345,933  $89,119,832 $0 $35,888,952 $92,337,149 0.0
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $217,345,933  $89,119,832 $0 $35,888,952 $92,337,149 0.0
Capitation casel oad and costs 8,781,767 2,957,057 0 1,432,558 4,392,152 0.0
Anti-psychotic pharmaceutical increases (360,839) 0 (360,839) 0 0.0
Fee for serviceincreases (33,483) (16,741) 0 (16,742) 0.0
SB 07-239 $225,733,378  $92,060,148 $0 $36,960,671  $96,712,559 0.0
SB 07-2 4,380,871 0 0 2,190,435 2,190,436 0.0
TOTAL $230,114,249  $92,060,148 $0 $39,151,106  $98,902,995 0.0
I ncrease/(Decr ease) $12,768,316  $2,940,316 $0  $3,262,154  $6,565,846 0.0
Percentage Change 5.9% 3.3% n‘a 9.1% 7.1% n/a

S.B. 07-239 (Long Bill) I ssue Descriptions

Capitation caseload and costs (FY 2007-08): The amount shown reflects projected program costs based on
the projected population of individuals eligible for the Medicaid mental health capitation program and an
averageincreaseof 3.76 percent from FY 2006-07 rates based on the estimated resultsof an actuarial evaluation
that will occur later in the year.
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Medicaid mental health care services are largely delivered through the capitation program. The cost per client
is established based on actuarial assessments and bids by Behavioral Health Organizations. Caseload (i.e.,
Medicaid clients eligible for mental health services) varies with overall statewide Medicaid eligibility. The
following table showsthetotal eligible casel oad for Medicaid mental health services; not all eigibleclientswill

seek mental health services.

Medicaid Clients Eligible for M ental Health Services/1
FY 05-06 FY 06-07 FY 07-08

Medicaid M ental Health Eligible Category Actual Appropriation Appropriation

Elderly 36,219 36,218 36,703
Disabled 53,612 54,557 55,194
Adults 62,804 62,425 62,349
Children 213,600 205,213 193,981
Children in Foster Care 16,311 16,580 17,295
Breast and Cervical Cancer 188 233 277
Total 382,734 375,226 365,799
Annual caseload change N/A (7,508) (9,427)
Percent annual caseload change N/A (2.0)% (2.5)%

/1 Please note, this caseload is based on the Medicaid populations that are eligible for mental health services that are
included in the capitation program (i.e., Qualified Medicare Beneficiaries and Non-citizens are not eligible for mental
health services and are thus excluded).

The components of the cost increase over the FY 2006-07 estimate, by eligibility category, arereflected in the
table below.

Budget Projection - FY 07-08 compared to FY 06-07
Caseload | mpact Rate I mpact Compounding Total
Elderly $78,519 $230,606 $3,088 $312,213
Disabled 851,636 2,835,280 33,104 3,720,020
Adults (15,410) 495,971 (604) 479,957
Children (1,865,412) 1,358,578 (74,360) (581,193)
Foster Care Children 2,482,323 2,262,426 97,565 4,842,314
Breast and Cervical Cancer Program 6,798 1394 263 8,455
Subtotal* $1,538,455 $7,184,254 $59,058 $8,781,767
*Totals may not sum due to rounding
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Anti-psychotic phar maceutical increases. Anti-psychotic pharmaceutical appropriationsareaportion of the
overall Medicaid pharmaceutical budget and are shown herefor informational purposes. Theadjustment shown
reflects revised estimates of the size of the Medicaid population, as well as drug cost and utilization, for FY
2007-08.

Feefor servicecostsincreases. Certainindividualsand certain costs for mental health services are excluded
from the mental health capitation program. Thisline item reflects projected cost changes for this population.
The projected reduction primarily reflects the overall estimated reduction in the Medicaid population.

Additional legidlation: For information on additional legislation, see the "Recent Legislation” section at the
end of this department.

Indigent Care Program
Thisdivision containsfunding for the Safety Net Provider Payment Program, the Children'sBasic Health Plan,
and the Comprehensive Primary and Preventive Care Grant Program.

The Safety Net Provider Payment Program provides reimbursement to participating hospitals and clinics that
serveuninsured or under-insured peopl eusing funding from the disproportionate share, major teaching hospital ,
and Medicare Upper Payment Limit payments made through the Colorado Indigent Care Program. To be
eligiblefor the Colorado Indigent Care Program, individualsmust haveincome or assets equal to or lower than
185 percent of the federal poverty level and may not qualify for assistance through the Medicaid program.

The Children’ sBasic Health Plan (CBHP) provideshealth careinsuranceto otherwise uninsured children from
families at or below 200 percent of the federal poverty level. The program aso provides health insurance to
eligible adult women between 133 percent and 200 percent of the federa poverty level. In FY 2007-08, the
CBHP is estimated to provide health insurance to an estimated 53,716 children and an average monthly
caseload of 1,656 adult pregnant women.

The Comprehensive Primary and Preventive Care Grant Program provides grants to medical providers that
serve adesignated medically under-served areaor population. The grants are used to expand servicesto these
areas and populations. This program is funded with tobacco settlement funds.

Indigent Care Program
Total General Cash Cash Funds Federal FTE
Funds Fund /1,2 Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $452,744,047 $20,016,698 $192,072 $224,999,176 $207,536,101 0.0
SB 06-44 14,962,408 0 0 14,962,408 0 0.0
HB 06-1310 (23,595,753) 0 0 (23,595,753) 0 0.0
SB 07-163 2,336,191 2,543,215 0 (214,018) 6,994 0.0
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Indigent Care Program

Total General Cash Cash Funds Federal FTE
Funds Fund /1,2 Funds Exempt Funds

SB 07-239 20,233,553 8,700,000 31,777 4,046,279 7,455,497 0.0
TOTAL $466,680,446 $31,259,913 $223,849 $220,198,092 $214,998,592 0.0
FY 2007-08 Appropriation:

FY 2006-07 Appropriation $466,680,446 $31,259,913 $223,849 $220,198,092 $214,998,592 0.0

Colorado Health Care Services Fund 15,000,000 15,000,000 0 0 0 0.0

CBHP caseload and medical costs 8,341,843 0 0 2,933,692 5,408,151 0.0

CBHP dental and administration costs 803,080 0 0 281,195 521,885 0.0

Pediatric Hospital provider rate increase 595,928 201,000 0 (3,036) 397,964 0.0

Reduction change for the Comprehensive

Primary and Preventive Care Grant

Program 65,526 0 0 65,526 0 0.0

Increase to Colorado Health Care Services

Fund programs 37,592 0 0 37,592 0 0.0

CBHP Trust Fund adjustments (11,221,600)  (11,243,215) 21,615 0 0 0.0

Amendment 35 Tobacco Tax revenue

adjustments & transfer to DPHE (1,021,568) (3,036) 0 (1,018,532) 0 0.0

Primary Care Fund audit transfer (75,200) 0 0 (75,200) 0 0.0
SB 07-239 $479,206,047  $35,214,662 $245,464  $222,419,329 $221,326,592 0.0
SB 07-4 63,734 0 0 22,307 41,427 0.0
SB 07-36 42,470 11,011 0 11,011 20,448 0.0
SB 07-97 3,583,617 0 1,479 3,528,816 53,322 0.0
SB 07-133 (4,088,243) 0 0 (1,430,885)  (2,657,358) 0.0
HB 07 -1301 298,177 0 0 104,362 193,815 0.0
HB 07-1359 (1,657,293) 0 0 (1,657,293) 0 0.0
TOTAL $477,448509  $35,225,673 $246,943  $222,997,647 $218,978,246 0.0
I ncrease/(Decr ease) $10,768,063 $3,965,760 $23,094 $2,799,555  $3,979,654 0.0
Percentage Change 2.3% 12.7% 10.3% 1.3% 1.9% n/a

/1 Thisamount includes a General Fund Exempt Appropriation.
/2 Thisamount also includes $34,098 that isexempt from the statutory limit on state General Fund appropriations pursuant to Section
24-75-201.1 (1) (a) (111 (A), C.R.S. These costs related to the implementation of the Deficit Reduction Act of 2003.
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General Fund Total General General Fund
Summary General Fund Fund Exempt
FY 2006-07 Appropriation $31,259,913 $30,743,877 $516,036
Total Changes 3,965,760 3,968,796 (3,036)
Total FY 2007-08 Appropriation $35,225,673 $34,712,673 $513,000

General Fund Exempt

In November 2004, the Colorado voters passed Amendment 35 to the Colorado Constitution. Amendment 35
requires that 3.0 percent of new tobacco tax be appropriated to the General Fund and the Old Age Pension
Fund, and be distributed to the counties and cities. Because Amendment 35 moneys are exempt from the
TABOR limit, the General Fund appropriations of these moneys are General Fund Exempt. House Bill. 05-
1262 requiresthat beginningin FY 2006-07, 50 percent of thetobacco tax revenues appropriated to the General
Fund be appropriated to the Pediatric Specialty Hospital Fund pursuant to Section 24-22-117 (1) (c) (1) (B),
C.RS.

S.B. 07-239 (Long Bill) Issue Descriptions

Colorado Health Care Services Fund: Senate Bill 06-044 requiresthat $15.0 million be appropriated from
the General Fund into the Colorado Health Care Services Fund in FY 2007-08, FY 2008-09, and FY 2009-10.
InFY 2005-06, atotal of $14.9 million was appropriated from the General Fund into the Colorado Health Care
Services Fund at the end of thefiscal year. Thisappropriation was used to fund the program costsin FY 2006-
07. Beginning in FY 2007-08, in order for the program costs to be paid there needs to be a General Fund
appropriation into the Colorado Health Care Services Fund as required under S.B. 06-044. The Colorado
Hedth Care Services Fund provides additional funding for the Indigent Care Program. This program
reimburses providers who provide health care services to uninsured clients up to 250 percent of the federal
poverty level ($51,625 for afamily of four).

CBHP caseload and medical costs: The appropriation provides a total fund increase of $8.3 million for
casel oad and cost changes for the CBHP program based on the following assumptions: (1) an overall increase
to the children's caseload of 3,665 clientsor 7.3 percent; (2) an increasein the adult prenatal program of 2,997
member months or 17.8 percent; (3) an increase in the per capitarate for the children's medical program of
$6.39 or 6.0 percent; (4) an increase in the per capita rate for the children's dental program of $0.67 or 5.0
percent; and (5) adecreasein the adult prenatal program per capitaof $180.34 or 17.25 percent. The per capita
rate changes are based on an actuary recommendation based on current health care trendsin the community and
for the program. The adult prenatal costs are anticipated to decrease due to the program being able to spread
the costs of higher risk pregnancies among a larger risk pool as the program matures. The table on the
following page shows the FY 2007-08 caseload assumptions and per-capita costs compared to the final
appropriated caseload and per-capita costs for FY 2006-07.
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FY 07-08 Children'sBasic Health Plan
FY 06-07 FY 07-08 FY 06-07 FY 07-08
Caseload Caseload Per Capita Per Capita
Estimate Estimate  Difference | Cost Monthly Cost Monthly Difference
Children Medical Clients 50,051 53,716 3,665 $106.29 $112.68 $6.39
Children Dental Clients/1 39,490 42,382 2,892 $13.30 $13.97 $0.67
Prenatal Adults Member Months 16,878 19,875 2,997 $1,045.44 $865.10 _ ($180.34)

/1 Dental Caseload is approximately 79% of the Medical caseload to reflect adelay of one month fromthetimeachildiseligibleto
enroll in the dental program after enrolling in the Medical program.

CBHP dental and administration cost: The appropriation includes a total fund increase of $803,080 for
dental and administrative costs for the CBHP program. The dental costs are related to the caseload growth
described above and to an increase in dental monthly rate from $13.30 to $13.97 per €eligible child.

Pediatric Hospital provider rateincrease: The appropriation includes atotal fund increase of $602,000 to
reflect a 6.0 percent increase to General Fund and matching federal fund appropriations for the pediatric
speciality hospital lineitem. This line provides additional Medicaid reimbursement to qualifying children
hospitals that see a disproportionate share of low-income children. The reimbursement comes from the
hospitals Medicare upper payment limit financing. The appropriation is partially offset with a total fund
decrease $6,072. Thisdecreaseisbased on a $3,036 forecasted decrease for the Amendment 35 Tobacco Tax
revenue and a matching decrease of $3,036 in federal funds that are provided to this program.

Revenuechangefor the ComprehensivePrimary and PreventiveCareGrant Program: Theappropriation
reflects an increase of $65,526 in the amount of Tobacco Settlement moneys that will be available for the
Comprehensive Primary and Preventive Care Grant Program.

Increase to Colorado Health Care Services Fund programs. The appropriation includes an increase of
$37,592 to reflect the increase in the amount of funding available for health care providers pursuant to the
provisions of S.B. 04-066. In FY 2006-07 only $14,962,408 was available for distribution. However, in FY
2007-08 the full amount of $15.0 millioninthefund will be available. The appropriation reflectsthe available
increase.

CBHP Trust Fund adjustments. The appropriation reflects adecrease of $11.3 million General Fund into
the CBHP Trust Fund. InFY 2006-07 in atotal of $11.3 million was deposited into the CBHP Trust Fund.
Some of this funding is available as fund balance to be used in FY 2007-08. Because the fund balance is
estimated to be sufficient in FY 2007-08, the General Fund depositinto the CBHPiseliminatedin FY 2007-08
resulting a General Fund decrease of $11.3 million when compared to the FY 2006-07 appropriation. This
decrease is offset dlightly by an increase in enrollment fees of $21,615 due to the higher caseload that is
anticipated in FY 2007-08 for this program.

Amendment 35 Tobacco Tax revenue adjustments and transfer to DPHE: The appropriation reflects a
decrease of $513,000 to reflect that this appropriation will now appear in the Department of Public Health and
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Environment in order to foster more clarity and transparency in the Long Bill. In addition, the appropriation
reflects atotal decrease of $511,600 to reflect the revenue forecast decrease for the Tobacco Tax Fund.

Primary Care Fund audit transfer: The appropriation reflects a $75,200 transfer from the Indigent Care
division into the Executive Director's Office division in order for the Department to audit the distribution of
the Primary Care Fund.

Additional legidlation: For information on additional legislation, see the "Recent Legislation” section at the
end of this department.

Other Medical Services

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

Other Medical Services
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $137,726,130  $84,882,480 $0 $34,906,758 $17,936,892 0.0
SB 06-219 (11,037,880)  (10,485,986) 0 (551,894) 0 0.0
SB 07-163 (200,000) 0 0 0 (200,000) 0.0
TOTAL $126,488,250 $74,396,494 $0 $34,354,864 $17,736,892 0.0
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $126,488,250  $74,396,494 $0 $34,354,864 $17,736,892 0.0
Medicare Modernization Act of 2003 State
contribution payment 3,226,279 3,226,279 0 0 0 0.0
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Other Medical Services
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
Family medicine residency training
program increase 200,000 100,000 0 0 100,000 0.0
Enhanced prenatal care program increase 6,654 3,327 0 0 3,327 0.0
Eliminate one-time funding from Old Age
Pension medical program (288,212) 0 0 (288,212) 0 0.0
Amendment 35 Tobacco Tax revenue
adjustments (79,680) 0 0 (79,680) 0 0.0
Technical adjustment to public school
health services (8,149) 0 0 0 (8,149) 0.0
SB 07-239 $129,545,142  $77,726,100 $0 $33,986,972 $17,832,070 0.0
SB 07-133 (7,854,147)  (7,173,368) 0 (680,779) 0 0.0
TOTAL $121,690,995 $70,552,732 $0 $33,306,193  $17,832,070 0.0
Incr ease/(Decr ease) ($4,797,255)  ($3,843,762) $0 ($1,048,671) $95,178 0.0
Percentage Change (3.8)% (5.2)% n/a (3.1)% 0.5% n/a

S.B. 07- 239 (Long Bill) Issue Descriptions

M edicare M oder nization Act of 2003 State contribution payment: The State paysthe federal government
a"contribution" payment for providing a prescription drug benefit under the Medicare programfor individuals
eligiblefor both the Medicare and Medicaid programs. This payment isbased on astatutory formulaprovided
by thefederal government. The appropriation containsan increase of $3.2 million General Fund for the state's
contribution payment. The increase is based on an average monthly caseload estimate of 51,502 individuals
for the first six months of the fiscal year at a monthly per capita cost of $120.56. For the second half of the
fiscal year, the average monthly caseload is estimated at 51,905 individuals at a monthly per capita cost of
$126.72.

Family medicineresidency training program increase: The appropriation includesatotal fund increase of
$200,000 to provide additional funding for the family medicine residency training programs. The increase
partially restores funding that was cut from this program during the recession in the early 2000's.

Enhanced prenatal care program increase: The appropriation includes atotal fund increase of $6,654 for
the amount of funding transferred to the Department of Public Health and Environment for the enhanced
prenatal care program. This amount reflects the increase in the program for salary survey and other
administrative costs incurred by the Department of Public Health and Environment for this program.
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Eliminateone-timefundingfrom Old AgePension medical program: Theappropriationreflectsadecrease
of $79,680 cash funds exempt to eliminate one-time funding that was availablein FY 2006-07 for the Old Age
Pension (OAP) Medical program but will not be available in FY 2007-08. In FY 2006-07 the appropriation
spent fund balance from the OAP Supplemental Medical Fund in order to avoid rate and benefit cuts in the
program. However, thesefundsarenot availablefor expenditurein FY 2007-08, and thereforethesefundshave
been eliminated for the FY 2007-08 appropriation.

Amendment 35 Tobacco Tax revenueadjustments: Theappropriationincludesadecrease of $79,680inthe
amount of revenue that is transferred from the Tobacco Tax Fund into the OAP Supplemental Medical Fund
based on the Legidative Council Staff Revenue forecast for FY 2007-08.

Technical adjustment to public school health services:. The appropriation includes a decrease of $8,149in
federal fundsto reflect atransfer of fundsto the Department of Education for administrative costs associated
with their oversight responsibilities for the Public School Health Services program.

Additional legidation: For information on additional legislation, see the "Recent Legislation” section at the
end of this department.

Department of Human Services M edicaid-Funded Programs

Thissection containsfunding for programs administered by the Department of Human Servicesthat are funded
with Medicaid dollars. General Fund is appropriated in this section, matched with anticipated federal funds,
and then transferred to the Department of Human Services as Medicaid cash funds exempt. Pursuant to H.B.
04-1265, Medicaid mental health community programs appropriations were transferred from this sectionto a
new Medicaid Mental Health Community Programs section under the administration of the Department of
Health Care Policy and Financing in FY 2004-05; Medicaid mental health funding for services formerly
associated with the Goebel Lawsuit Settlement were similarly transferred from this section to the Medicaid
Mental Health Community Programs section in FY 2006-07.

Department of Human Services M edicaid-Funded Programs

Total General Cash Cash Funds Federal Funds FTE

Funds Fund/1 Funds Exempt
FY 2006-07 Appropriation:
HB 06-1385 $410,943,898  $189,669,391 $0  $14,187,048 $207,087,459 0.0
SB 06-219 (16,238,334) (6,260,208) 0 0 (9,978,126) 0.0
HB 06-1310 0 (571) 0 571 0 0.0
HB 06-1395 10,205,614 5,102,807 0 0 5,102,807 0.0
SB 07-163 (18,216,231) (3,002,967) 0 (6,100,124) (9,113,140) 0.0
SB 07-239 (14,358,904) (7,074,242) 0 (164,029) (7,120,633) 0.0
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Department of Human Services M edicaid-Funded Programs
Total General Cash Cash Funds Federal Funds FTE
Funds Fund/1 Funds Exempt

TOTAL $372,336,043  $178,434,210 $0 $7,923,466 $185,978,367 0.0
FY 2007-08 Appropriation:

FY 2006-07 Appropriation $372,336,043  $178,434,210 $0 $7,923,466 $185,978,367 0.0

Services for People with Disabilities 26,953,400 17,570,985 0 (4,096,296) 13,478,711 0.0

Executive Director's Office 2,781,326 1,391,589 0 0 1,389,737 0.0

Division of Child Welfare 812,604 406,302 0 0 406,302 0.0

Office of Information Technology Services 774,701 361,464 0 47,376 365,861 0.0

Division of Youth Corrections 132,831 66,416 0 0 66,415 0.0

Office of Operations 97,486 48,744 0 0 48,742 0.0

Division of Mental Health and Alcohol and

Drug Abuse Services (2,202,196) (1,045,847) 0 (55,251) (1,101,098) 0.0
SB 07-239 $401,686,195 $197,233,863 $0  $3,819,295  $200,633,037 0.0
SB 07-97 6,248 0 0 4,143 2,105 0.0
SB 07-211 20,687 9,692 0 1,237 9,758 0.0
TOTAL $401,713,130  $197,243,555 $0  $3,824,675  $200,644,900 0.0
I ncrease/(Decr ease) $29,377,087  $18,809,345 $0  ($4,098,791) $14,666,533 0.0
Percentage Change 7.9% 10.5% n/a (51L.7)% 7.9% n/a

1/ For FY 2006-07, includes $70,959 that isexempt from the statutory limit on state General Fund appropriations pursuant to Section
24-75-201.1 (1) (@) (111) (A), C.R.S,, due to a requirement to implement federal law. These funds were appropriated for CBMS
modifications needed to meet mandatory federal changesin eligibility processing for various programs.

S.B. 07-239 (Long Bill) I ssue Descriptions

Servicesfor Peoplewith Disabilities: Theappropriationincludesanincreaseof $23.2 million associated with
restoring one-time FY 2006-07 supplemental reductions. These FY 2006-07 reductions were based on
projected Medicaid waiver program utilization (largely driven by one-time cash-accounting savings) as well
asrestrictionsassociated with federal M edicaid wavier program caps. Federal waiver cap restrictionshavebeen
lifted, and utilization is expected to rebound in FY 2007-08. The increase aso includes $4.1 million for
community provider cost of livingincreases, $3.3 million for new resources, including 78 new residential adult
resources and 24 new supported living adult resources for six months in FY 2007-08, and $3.1 million to
annualize new resources first added for six monthsin FY 2006-07, among other adjustments. The increases
are partially offset by adecrease of $8.2 million for Federally-matched local program costs, due to changesin
the scope of this program, which uses certified local fundsto draw down federal match.
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Executive Director's Office: The appropriation reflects an increase of $1.6 million for salary and benefits
adjustments, $500,000 related to JBC common policy changes, and $300,000 for theannualization of FY 2006-
07 supplemental funding.

Division of Child Welfare: The appropriation reflects an increase of $390,000 for a 1.5 percent provider rate
increase, $380,000 for population impacts on the child welfare system, and $40,000 for aleap year adjustment.

Officeof Information Technology Services: The appropriation increasesfor paymentsto other agenciesfor
the multi-use network, for purchases from the computer center, and for emergency communications services.
It also includes avariety of CBM S-related changes. one-time funding for county-oriented improvements, an
increasein the base funding for change requests, the EDS annual contract increase, disaster recovery hardware
expansion, and the elimination of one-time funding for various purposes.

Division of Youth Corrections: The appropriation reflectsanincrease of $1.2 million for annualization of FY
2006-07 supplemental funding, $500,000 for annualization of the H.B. 06-1395, which redesigned Residential
Treatment Centers, $40,000 for a 1.5 percent provider rate increase, and $13,000 for a leap year adjustment.
The appropriation also reflects a decrease of $1.6 million to account for population projections and bed
utilization.

Office of Operations: The appropriation reflects an increase of $97,486 for administrative expenses and
facilities maintenance in the Office of Operations that qualify for Medicaid funding.

Mental Health and Alcohol and Drug Abuse Services. The appropriation primarily reflects Medicaid
revenue projections for the mental health institutes.

Additional legislation: For information on S.B. 07-97 and S.B. 07-211, seethe "Recent Legislation” section

at the end of the Department of Human Services. For information additional legislation, see the "Recent
Legislation" section at the end of this department.

Recent Legidation

2006 Session Bills

S.B. 06-44: Increaseseligibility into the medically indigent program to clientswith incomes up to 250 percent
of the federal poverty level. The bill creates the Health Care Services Fund and requires that the General
Assembly appropriate $14,962,408 into thisfund from the General Fundin each year for FY 2005-06, FY 2007-
08, FY 2008-09 and FY 2009-10. In FY 2005-06, this bill reduces the appropriation for the Children’s
Hospital, Indigent Care Program by atotal of $29,924,816. Of thisamount, $14,962,408 is from the Genera
Fund and $14,962,408 is from federal funds. The bill then appropriates the General Fund savings of
$14,962,408 into the Health Care Services Fund asrequired by the bill. For FY 2006-07, the bill appropriates
$14,962,408 from the Health Care Services Fund to the Health Care Services Fund program to be used to
increase eigibility into the Medically Indigent Care Program as specified in the hill.
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S.B. 06-128: Directs anon-profit organization to submit aproposal to the Department for a pilot program to
improve the overall quality of care received by Medicaid recipients with disabilities. The proposed pilot
program must be submitted to the Department by September 1, 2006. The bill contains a total fund
appropriation of $126,780 and 1.0 FTE to the Department for the administrative expenses involved in
evaluating and implementing the pilot program. Of this amount, $45,070 is cash funds exempt from the
Coordinated Care for People with Disabilities Fund (whose revenue source isinterest earningsfrom the Breast
and Cervical Cancer Fund) and $81,710 is matching federal funds.

S.B. 06-131: Requiresthe Department to conduct afeasibility study for anew pricing model for class| nursing
facilities. Thebill also requiresthat each class| nursing facility’ s reimbursement rate be at least 85 percent of
the statewide average for FY 2006-07. However, a provider’s reimbursement rateis limited to a 10 percent
increaseover itscurrent rate. Finally, thebill removed the 8 percent limit on health care services costsfor class
| and class V nursing facilities for FY 2006-07. The bill contained atotal fund appropriation of $2,376,406.
Of thisamount, $1,188,203 is from the General Fund and $1,188,203 is matching federal funds.

S.B. 06-165: Authorizes the Department to adopt rules to eliminate requirements for in-person medical
consultation for telemedicine services under the Medicaid program. The bill also required the Department to
establish a pilot program using telemedicine for the treatment of patients with chronic conditions. The bill
appropriated atotal of $433,757 and 1.0 FTE for the initial administrative and services costs required under
the bill’s provisions. Of this amount, $203,558 is General Fund and $230,199 is matching federal funds.

S.B. 06-219: Reorganizesand amended statutesrelatingto all programs administered by the Department. The
bill clarifiesand transfersadministrative responsi bilitiesbetween the Department and the Department of Human
Services for county administration, and the Home Care Allowance and Adult Foster Care Program. The bill
decreased the total appropriationsto the Department of Health Care Policy and Financing by $7,319,962. Of
this amount, 10,485,986 is a decrease from the General Fund and $3,166,024 is an increase in cash funds
exempt. The bill also decreased the appropriations to the Department of Human Services by a total of
$19,996,252. Of this amount $10,485,986 was an increase to the General Fund that was offset by a decrease
to cash funds exempt of $30,482,238.

H.B. 06-1270: Creates a demonstration project in the Department of Health Care Policy and Financing to
authorize public school personnel to perform eligibility determinations for the Medicaid program. The bill
contains a total fund appropriation of $59,532 and 1.0 FTE in FY 2006-07 for the administrative costs
associated with devel oping the demonstration project. Of thisamount, $29,766 is General Fund and $29,766
is matching federal funds.

H.B. 06-1310: Thishill smplified thedistribution of fundsfrom the Tobacco Litigation Settlement Cash Funds
to the various programs authorized to receive such funding. The bill eliminated a total of $23,595,753 in
double counted appropriations from the Department of Health Care Policy and Financing. For more
information on this bill, see the Department of Public Health and Environment.

H.B. 06-1385: Genera Appropriations Act for FY 2006-07. Specific issues funded by this bill for the
Department of Health Care Policy and Financing are described in the narrative proceeding this section. This
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bill also includes supplemental adjustmentsto the FY 2005-06 Long Bill appropriation to the Department of
Health Care Policy and Financing, as amended by H.B. 06-1217 and H.B. 06-1369.

H.B. 06-1395: Established the Psychiatric Residential Treatment Facility (PRTF) which will be éligible earn
federal Medicaid revenue for children placed in out-of-home settings. Provided $5.8 million General Fund,
and matching federal funds, to the Department of Health Care Policy and Financing abovethe 6.0 percent limit
pursuant to the definition of a “requirement of federal law” in Section 24-75-201.1 (1) (a) (V1) (C), C.R.S.
In the Department of Human Services, the bill appropriated $4.2 million of which $9.9 million was atransfer
from the Department of Health Care Policy and Financing (cash funds exempt Medicaid transfer). It included
a decrease of $4.7 million General Fund in the Department of Human Services, which represents funding
provided for other levels of care in out-of-home placement for children that qualify for PRTF placement. The
bill provided approximately $30,000 cash funds to the Department of Regulatory Agencies for provisional
licensure requirements and a small amount of funding to the Department of Law for legal work related to
provisional licensure.

2007 Session Bills

S.B. 07-1: Establishesthe Colorado Cares Rx Program to provide generic prescription drugsto eligible persons
at discounted rates. Participants are uninsured, ineligible for Medicaid or the Children's Basic Health Plan
(CBHP), and have family income under 300 percent of the federal poverty level. Inaddition, participants pay
afee of up to $20. Also creates the Colorado Cares Rx Program Cash Fund, which will consist of participant
fees. General Fund used for implementation of the program in FY 2006-07 must be repaid by the Colorado
Cares Rx Program Cash Fund as soon as possible. The bill contains atotal appropriation of $145,927 in FY
2006-07 for administrative start-up costs. Program costsin FY 2007-08 are appropriated at $2.3 million.

S.B. 07-2: Expands Medicaid eligibility to young adults, who are under 21 years of age and who were in the
foster care systemimmediately prior to their 18" birthday or emancipation. Currently, most foster childrenlose
Medicaid eligibility on their 18" birthday or when they graduate from high school. This bill is anticipated to
increase the Medicaid caseload by 1,471 young adults in FY 2007-08 (please note that this caseload is in
addition to caseload noted in charts and tables in the narrative section of thisreport). The total costsfor this
bill are estimated at $34,650 in FY 2006-07 and $8.3 million in FY 2007-08.

S.B. 07-4: Requiresthe Department of Human Services, in conjunction with other public and private entities,
to develop a coordinated system of payment for early intervention services for infants and toddlers with
developmental disabilitiesand delays, consistent with therequirementsof Part C of thefederal Individualswith
Disabilities Education Act (IDEA). Requires insurance coverage of such services without copayments or
deductible up to a maximum annual liability of $5,725, for affected policies and services. Requires the
Department of Health Care Policy and Financing to make associ ated adj ustmentsto the Children'sBasic Heal th
Plan and the Medicaid program. Authorizesannual appropriationsand transfersto support required activities,
through FY 2009-10, from the Short-term Innovative Health Programs Grant Fund established by S.B. 07-97
(S.B. 07-97 Grant Fund; originates as tobacco settlement funds). Includes the following FY 2007-08
appropriations: (1) $53,730 cash funds exempt, $72,850 federal funds, and 1.0 FTE to the Department of
Health Care Policy and Financing, with cash funds exempt amounts originating from the S.B. 07-97 Grant
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Fund; (2) $53,920 cash funds, $2,808,580 cash funds exempt custodial funds, and 1.0 FTE to the Department
of Human Services from funds provided by insurance companies in trust for early intervention services and
associ ated admini strative payments; (3) $5,188 cash fundsfrom feesto the Department of Regul atory Agencies,
Division of Insurance; and (4) areduction of $53,730 cash fundsexempt in the appropriation to the Department
of Public Health and Environment from the S.B. 07-97 Grant Fund.

S.B. 07-36: Adds additiona mental disorders to mandatory health insurance coverage for mental illness.
Definesmental disorders subject to the provisions of thebill to include post-traumatic stress disorders, alcohol
and drug disorders, dysthymia, cyclothymia, socia phobia, agoraphobiawith panic disorder, and general anxiety
disorder. Includes anorexianervosaand bulimianervosato the extent treated on an outpatient, day-treatment,
andin-patient basis, but excludesresidential treatment. Includesan appropriation of $31,459to the Department
of Health Care Policy and Financing for Children's Basic Health Program Premium Costs, including $11,011
Genera Fund and $20,448 matching federal funds. Includes an associated reduction of $11,011 General Fund
to the Controlled Maintenance Trust Fund.

S.B.07-97: Allocatestobacco litigation settlement fundsnot previously all ocated, and providesappropriations
to multiple departments. The bill increasesthe eligibility for the Children's Basic Health Plan to 205 percent
of thefederal poverty level. Thebill containsthefollowing FY 2007-08 appropriations for the Department of
Health Care Policy and Financing: (1) $200,000 cash funds exempt to the pediatric speciality hospital line
item; (2) $1.5million total funds to the various Children's Basic Health Plan lineitems; and (3) $2.0 million
cash funds exempt to the comprehensive primary and preventative care grant program. For additional
information on this bill, see the "Recent Legidation" section for the Department of Public Health and
Environment and FY 2007-08 Appropriations Report Appendix G.

S.B. 07-130: Definesamedical homeasaqualified medical speciaty, developmental, therapeutic, or mental
health care practice that ensures accessto and coordination of all medically-related servicesto achild. Thehbill
requiresthe Department of Health Care Policy and Financing (HCPF) and the Department of Public Health and
Environment (DPHE) to work together to develop systems to maximize the number of children in Medicaid
and the Children’ s Basic Health Plan who have a medical home by July 1, 2008. Beginning January 30, 2008,
HCPF will annually report progress towards increasing the number of children with a medical home to the
Health and Human Services Committees of the General Assembly. The bill appropriates atotal of $118,128,
including $44,965 General Fund and $73,163 in matching federal funds, in FY 2007-08 to HCPF for the
administrative costs associated with the hill.

S.B. 07-133: Authorizes the cash basis of accounting to be used for non-administrative expenses for the
Children's Basic Health Plan, the Old Age Pension Medical Program, and for the State Contribution Payment
for the Medicare Modernization Act of 2003 (MMA). Because the FY 2007-08 accrued expensesfor the Old
Age Pension, State Contribution Payment for the MMA, and the Children's Basic Health Plan will not be paid
until FY 2008-09 using the cash basis of accounting, there is a one-time appropriation reduction that can be
madein FY 2007-08. Therefore the bill resultsin aone-time savings of $11.9 million as shown in the table
on the next page.
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FY 07-08 General Cash Funds Federal Total
Fund Exempt Funds Funds

Department of Health Care Policy and Financing

State Contribution Payment for MMA (%$7,173,368) $0 $0 (%$7,173,368)
Children's Basic Health Plan 0 (1,430,885) (2,657,358) (4,088,243)
Old Age Pension Medical Program 0 (680,779) 0 (680,779)
Total HCPF ($7,173,368) ($2,111,664) ($2,657,358) ($11,942,390)

S.B. 07-163: Supplemental appropriation to the Department of Health Care Policy and Financing to modify
the appropriations included in the FY 2006-07 Long Bill.

S.B.07-196: Createsahealth information technology advisory committee and expandsthe use of telemedicine
for Medicaid clients. Contains a FY 2007-08 total fund appropriation of $127,288, including $40,019 in
General Fund and $87,269in matching federal funds, for the admini strative costsassoci ated with implementing
the bill.

S.B. 07-211: Establishes the 15-member Advisory Committee on Covering All Children in Colorado to
develop a plan to provide health coverage for all low-income children by 2010. Effective January 1, 2008,
children whosefamily income does not exceed the applicableincomelevel for Medicaid or the Children'sBasic
Health Plan (CBHP) are presumptively eligiblefor coverage. Inaddition, requiresthe Department to annually
report information on access to and quality of health care for children eligible for Medicaid and CBHP to the
Genera Assembly. The Department must also devel op clinical standardsand methodsfor collecting, analyzing,
and disclosing information regarding clinical performance, and it must make recommendations annually to the
General Assembly. Containsa FY 2007-08 total fund appropriation of $161,427, including $62,562 General
Fund, $1,237 cash funds exempt and $97,628 in federal funds, for the administrative costs associated with
implementing this bill.

S.B. 07-239: General Appropriations Act for FY 2007-08. Also includes supplemental adjustmentsto the FY
2006-07 Long Bill appropriation to the Department of Health Care Policy and Financing, as amended by S.B.
07-163.

H.B.07-1021: Createsthe Prescription Drug Information and Technical Assistance Programto provide advice
about prescription drugs to Medicaid clients. The Department is required to administer the program and
provide incentive payments to pharmacists and physicians who consult with Medicaid clients about how to
avoid dangerous drug interactions, improve outcomes, and save money. The bill is anticipated to result in a
net FY 2007-08 savings of $545,281, including $276,877 General Fund and $268,404 in federal funds.

H.B. 07-1183: Establishes the Nursing Facility Rate Grant Program to provide assistance to certain nursing
facilitiesthat would experience arate reduction in FY 2007-08 without the assistance from the grant program.
Also extends the deadline to November 1, 2007, for afeasibility study for anew nursing home reimbursement
methodology. Containsatotal FY 2007-08 appropriation to the Department of $397,000, including $198,500
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from the General Fund and $198,500 in matching federal funds. The bill also reduces the General Fund
appropriation to the Controlled Maintenance Trust Fund by $100,000.

H.B. 07-1301: Addscervical cancer immunizations as an optional Medicaid service for girls under 20 years
of age and as amandatory coverage provision for al individual and group health plans as of January 1, 2008.
Also directs the Department of Public Health and Environment (DPHE) to research methods to administer
cervical cancer vaccines economicaly. In addition, establishesthe Cervical Cancer Immunization Awareness
Campaign Fund to allow the DPHE to conduct a public awareness campaign on the benefits of receiving
cervical cancer immunization. Thetotal FY 2007-08 appropriation to the Department of Health Care Policy
and Financing is$298,177, including$104,362 cash funds exempt and $193,815 federal funds, for theincrease
in immunization costs to the Children's Basic Health Plan. The bill also makes several appropriation
adjustmentsto DPHE. For more information on thisbill, see the corresponding bill description for the DPHE
and Appendix G to the FY 2007-08 Appropriations Report.

H.B.07-1346: Providesthestatutory authority for the Department of Health Care Policy and Financing to enter
into prepaid inpatient health plan agreements (a form of managed care). The bill also eliminates the
requirement that managed care capitation rates be no more than 95 percent of fee-for-service rates for an
equivaent group. However, thebill prohibitsmanaged careratesfrom being morethan 100 percent of the costs
of serving an equivalent population in the fee-for-service program. Lastly, the bill changes the financial
solvency requirements for managed care organizations (MCOs) serving only the populations enrolled in
Medicaid, Medicare and the Children's Basic Health Plan. These M COs must maintain aminimum surplus of
$4.0 million and a claims liability within its financia statements equal to the greater of: (1) one month of
federal and state reimbursements received by the MCO for services provided to health care recipients; or (2)
the MCO's total outstanding claims liabilities. The bill's estimated impact for FY 2007-08 is $75,000 total
fundsin order for the Department to conduct a study of the administrative costs associated with entering into
inpatient health plan agreements.

H.B. 07-1359: Accelerates the use of a portion of the moneys that Colorado receives under the Master
Settlement Agreement (M SA) and makes up to $24.4 million of M SA moneysavailableprior to April 16, 2008
to pay for FY 2006-07 and FY 2007-08 over- expenditures and supplementals of the Children's Basic Health
Plan and the Col orado Benefits M anagement System. For moreinformation see Appendix G of the FY 2007-08
Appropriations Report and the recent | egislation section for the Department of Public Health and Environment.
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DEPARTMENT OF HIGHER EDUCATION

Thisdepartment isresponsiblefor higher education and vocational training programsinthestate. TheColorado
Commission on Higher Education (CCHE) serves as the central policy and coordinating board for the
Department.  The Commission is responsible for negotiating performance contracts with public higher
education institutions. Financial aid programs also fal under the purview of CCHE. The executive director
of CCHE isalso the executive director of the Department and appoints the directors of the Colorado Student
Loan Program and the Col orado Student Obligation Bond A uthority, which are both statutorily authorized state
enterprises within the Department.

Appropriations in the College Opportunity Fund Program section, included for the first timefor FY 2005-06,
providestipendsfor undergraduate resident studentsto attend public collegesand participating private colleges.
The section also includes appropriations for fee-for-service contracts with public higher education institutions
for graduate education and other educational servicesnot covered by thestipends. Tuition, stipend, and fee-for-
service spending authority for public higher educationinstitutionsisprovided in the Governing Boards section.

The Division of Occupational Education oversees Colorado Vocational Act programs, the Area Vocational
Schools, federal Perkinstechnical training programs, and resources for the promotion of job development, job
training, and job retraining.

The Department al'so includes: state subsidies for Local District Junior Colleges, the Advisory Commission
on Family Medicine, which funds and promotes family medicine residency programs;, the Council onthe Arts,
the State Historical Society; and the Auraria Higher Education Center, which maintains the single shared
campus of the Community College of Denver, Metropolitan State College of Denver, and the University of
Colorado at Denver and Health Sciences Center.

Department Budget: Recent Appropriations

Funding Sour ce FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
General Fund/1 $587,972,772 $636,485,608 $694,142,988 $746,248,858
Cash Funds 537,034,995 23,257,260 24,345,935 22,479,472
Cash Funds Exempt 554,733,876 1,508,723,285 1,610,697,386 1,736,017,115
Federal Funds 19,805,153 20,362,183 20,080,322 20,478,236

Total Funds $1,699,546,796 $2,188,828,336 $2,349,266,631 $2,525,223,681

Full Time Equiv. Staff 18,281.3 18,080.4 18,876.2 19,277.9

/1 With the exception of FY 2004-05, appropriationsinclude General Fund Exempt.
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General Factors Driving the Budget

College Opportunity Fund Program (S.B. 04-189)

InFY 2005-06 the funding mechanismfor higher education changed dramatically. Senate Bill 04-189 required
that direct appropriations for higher education institutions be replaced by a combination of (1) stipends for
studentsand (2) "fee-for-service" contracts. Collectively the stipendsand fee-for-service contractsarereferred
to here as the College Opportunity Fund Program.

Sipends: Stipendscan beused by eligibleundergraduate studentsto attend any of thetwenty-six state-operated
ingtitutions. In limited circumstances students may also receive a stipend to attend a private institution. The
stipend to attend private institutionsis worth half as much as the stipend to attend state-operated institutions.
Touseastipend at aprivateinstitution, astudent must qualify for the need-based federal Pell grant. They must
also attend a participating private, non-sectarian, accredited, baccalaureate college. Currently the University
of Denver and Regis University are the only participating private institutions.

Theamount of theflat-rate, per-credit-hour stipend isdetermined annually by thelegis aturethrough the budget
process. In FY 2006-07 the General Assembly set the stipend amount for students attending state-operated
institutions at $86 per credit hour, or $2,580 annually for a full-time student. For FY 2007-08 the General
Assembly increased the stipend to $89 per credit hour, or $2,670 annually for afull-timestudent. Stipendsmay
only be used for tuition payments. Thetotal amount required for student stipends, and the amount each higher
educationinstitution earnsfrom student stipend payments, isthe product of the number of eligiblestudent credit
hours and the stipend rate set by the General Assembly.

Fee-for-service contracts. With money appropriated by the General Assembly, the Colorado Commission on
Higher Education may purchase higher education services from the state institutions of higher education
through fee-for-service contracts. Pursuant to Section 23-5-130, C.R.S., the Commission may purchase:

T Educational services in rura areas or communities where the cost of educational services is not
sustained by tuition;

Educational services required to meet reciprocal agreements with other states;

Graduate school services;

Educational services that increase economic development opportunities in the state, including career
development and retraining; and,

Specialized educational servicesand professional degreesand programsthat addressidentified state or
national priorities.

4 A4+

The amount that schools rely on revenue earned from stipends versus fee-for-service contracts varies widely.

Projected Fee-for-service
FY 2007-08 Stipend Revenue Contracts
Dollars Per cent Dollars Per cent
Adams State College $3,770,040 27.7% | $9,854,040 72.3%
Mesa State College 12,087,090 54.0% | 10,289,250 46.0%
Metropolitan State College of Denver | 40,696,140 91.2% 3,948,770 8.8%
Western State College 3,866,160 34.0% 7,489,531 66.0%
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Projected Fee-for-service
FY 2007-08 Stipend Revenue Contracts
Dollars Per cent Dollars Per cent
Colorado State University System 51,234,630 38.3% | 82,555,299 61.7%
Fort Lewis College 6,829,860 58.6% 4,824,075 41.4%
University of Colorado 73,075,230 37.5% | 121,911,110 62.5%
Colorado School of Mines 7,235,700 33.3% | 14,501,571 66.7%
University of Northern Colorado 23,317,110 56.7% 17,839,060 43.3%
Community Colleges 104,020,530 78.6% | 28,288,336 21.4%
TOTAL 326,132,490 52.0% | 301,501,042 48.0%

Performance Contracts. As a condition of participation in the College Opportunity Fund Program, higher
education institutions must negotiate performance contracts with CCHE. Performance contracts are not the
same thing as fee-for-service contracts. The performance contracts establish parameters for measuring the
success of higher education institutions in meeting statewide goals. The performance contracts can aso
delegate certain functions to the governing boards that were previously administered statewide, or regulated
by CCHE.

Enterprise Status: Senate Bill 04-189 also provided a mechanism for designating qualifying institutions as
enterprises, so that tuition and other cash fund revenue used by the ingtitutions is exempt from limitations
imposed by TABOR. To achieve enterprise statusunder TABOR aprogram must: 1) be agovernment-owned
business; 2) have authority to issue revenue bonds; and 3) receive less than 10 percent of annual revenue from
state and local grants. Senate Bill 04-189 stated that stipends and fee-for-service contracts are not state grants
for TABOR purposes. In FY 2006-07 all of the state-operated higher education institutions were designated
asenterprises. Thefinal determination of whether a state-operated higher education institution qualifiesasan
enterpriseis made at the end of each fiscal year when actual revenues from state grants are compared to the 10
percent threshold.

Tuition

Statutes del egate the authority to make decisions about tuition rates to the higher education governing boards.
However, since the implementation of TABOR the General Assembly has expressed itsintent with regard to
tuition increasesin afootnote to the Long Bill. Senate Bill 04-189 codified this practice by requiring that the
Genera Assembly annually note the tuition increases it uses to derive the total spending authority for each
governing board in a footnote to the Long Bill (Section 23-18-202 (3) (b), C.R.S.). Senate Bill 04-189 aso
stated that despite the change to enterprise status for the higher education institutions, the General Assembly
retains the ability to approve tuition spending authority for the governing boards (Section 23-5-129, C.R.S.).

Tuition rates are acentral consideration in discussions about access and affordability. Total projected tuition
revenuefor the governing boardsinfluences|egidative decisions about how much General Fund to appropriate
for stipends and fee-for-service contracts. Thetable below chartstuition rates at selected institutions over the
last 10 years.
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Resdent, Undergraduate, Full-time Tuition Rates
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Enrollment

Enrollment is both aworkload and performance measure for the campuses, and it affects tuition revenue. For
afew schools, nonresident enrollment isimportant in terms of total revenues, since nonresident tuition helps
subsidizeresident education. Enrollment tendsto becounter-cyclical. Inother words, whentheeconomy slows
higher education enrollment increases. The table below charts enrollment over the last 10 years.
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Financial Aid

Of the General Fund appropriation for higher education in FY 2007-08, $95.2 million (12.8 percent) is for
financial aid. Thethree mgjor, broad-based Colorado financial aid programs are (1) need based aid, (2) merit
based aid, and (3) work study. There are also a number of smaller, special purpose financial aid programs.
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Financial aid funds are appropriated to CCHE and then allocated to the institutions based on formulas that
consider financial need at the schools, total student enrollment, and program ligibility criteria.

The following table shows General Fund appropriations for financial aid as a percentage of resident tuition
revenues over time. The table provides an indication of the buying power of financial aid appropriations.
However, it should be noted that financial aid is used for more than paying tuition. It also helps pay for
expenses related to room, board, transportation, student fees, and learning materials. Also, the table does not
take into account changes in the economic circumstances of the overall student population, including the
number of students with financial need and the amount of need for those students.
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State financial aid programstrail federal financial aid distributionsin Colorado. The most recent year of data
shows federa Pell Grants to the neediest students attending Colorado schools totaled $141.4 million in FY
2005-06. Federa guaranteed loan programs provided another $834.6 million for students and their parents.
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Another source of funding for financial aid is money set aside by the institutions. Some of the money comes
from fund-raising, but the majority comes from the operating budgets of the schools. There is significant
variation in the amount of money available by institution based on differences in school policies and fund
raising. Thetotal ingtitutional financial aid available in the state in FY 2005-06 was $250.9 million. Senate
Bill 04-189 implemented anew requirement that higher education institutionsincrease need based institutional
financial aid by an amount equal to 20 percent of any increase in tuition revenues in excess of inflation.
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Summary of FY 2006-07 and FY 2007-08 Appropriations

Department of Higher Education

Total General Cash Cash Funds Federal FTE
Funds Fund/1 Funds Exempt Funds

FY 2006-07 Total Appropriation: $2,349,266,631 $694,142,988 $24,345,935 $1,610,697,386 $20,080,322 18,876.2
Breakdown of Total Appropriation by Administrative Section

Department Administrative Office 1,326,546 37,070 693,010 573,130 23,336 0.0
Colorado Commission on Higher

Education 24,626,366 0 3,267,118 21,009,248 350,000 37.9
Colorado Commission on Higher

Education Financial Aid 89,062,759 87,757,759 0 5,000 1,300,000 0.0
College Opportunity Fund Program 582,534,206 582,534,206 0 0 0 0.0
Governing Boards 1,536,451,060 0 500,000  1,535,951,060 0 18,553.6
Local Digtrict Junior College Grants 13,668,051 13,668,051 0 0 0 0.0
Advisory Commission on Family

Medicine 1,703,558 0 0 1,703,558 0 0.0
Division of Occupational Education 51,435,112 9,635,902 900,000 23,360,944 17,538,266 34.2
Auraria Higher Education Center 17,254,761 0 17,254,761 0 0 123.6
Council on the Arts 0 0 0 0 0 0.0
State Historical Society 31,204,212 510,000 1,731,046 28,094,446 868,720 126.9
Breakdown of Total Appropriation by Bill

HB 06-1385 2,340,327,670 689,512,156 21,444,110  1,609,291,082 20,080,322 18,876.2
SB 06-49 (1,500,000) 0 (1,500,000) 0 0 (2.0)
SB 06-136 161,600 161,600 0 0 0 0.0
SB 06-183 500,000 0 500,000 0 0 0.0
HB 06-1046 10,957 0 10,957 0 0 0.0
HB 06-1201 1,500,000 0 1,500,000 0 0 20
HB 06-1322 0 0 0 0 0 0.0
SB 07-164 5,230,728 1,433,556 2,390,868 1,406,304 0 0.0
SB 07-239 3,035,676 3,035,676 0 0 0 0.0
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Department of Higher Education

Total General Cash Cash Funds Federal FTE
Funds Fund/1 Funds Exempt Funds
FY 2007-08 Total Appropriation: $2,525,223,681 $746,248,858 $22,479,472 $1,736,017,115 $20,478,236 19,277.9
Breakdown of Total Appropriation by Administrative Section
Department Administrative Office 1,668,907 0 830,117 772,228 66,562 0.0
Colorado Commission on Higher
Education 24,751,587 0 3,283,082 21,117,469 351,036 379
Colorado Commission on Higher
Education Financial Aid 97,074,278 95,174,278 0 0 1,900,000 0.0
College Opportunity Fund Program 628,588,858 625,553,182 0 3,035,676 0 0.0
Governing Boards 1,656,300,150 0 150,000  1,656,150,150 0 18,957.5
Local Digtrict Junior College Grants 14,823,001 14,823,001 0 0 0 0.0
Advisory Commission on Family
Medicine 1,903,558 0 0 1,903,558 0 0.0
Division of Occupational Education 52,561,008 10,598,397 751,739 23,933,341 17,277,531 320
Auraria Higher Education Center 15,736,087 0 15,736,087 0 0 123.6
Council on the Arts 0 0 0 0 0 0.0
State Historical Society 31,816,247 100,000 1,728,447 29,104,693 883,107 126.9
Breakdown of Total Appropriation by Bill
SB 07-239 2,516,664,410 746,228,032 22,329,472  1,727,628,670 20,478,236 19,277.9
SB 07-97 11,300,000 0 0 11,300,000 0 0.0
SB 07-182 76,854 0 0 76,854 0 0.0
HB 07-1096 150,000 0 150,000 0 0 0.0
HB 07-1163 (120,437) 0 0 (120,437) 0 0.0
HB 07-1256 59,705 20,826 0 38,879 0 0.0
HB 07-1359 (2,906,851) 0 0 (2,906,851) 0 0.0
Increase/(Decr ease) $175,957,050 $52,105,870 ($1,866,463) $125,319,729 $397,914 401.7
Percentage Change 7.5% 7.5% (7.7)% 7.8% 2.0% 2.1%

/1 Includes Genera Fund Exempt. See Division Detail for information on General Fund Exempt appropriations.
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FY 2007-08 Appropriation Highlights:

1.

The appropriation provides $64.1 million in additional tuition spending authority for the governing
boards, including the following increases:

a 7.0 percent for the research institutions;
b. 5.0 percent for state colleges; and
C. 3.5 percent for the community colleges.

Theappropriation adds$48.9 million General Fundfor an 8.5 percent increasein the combined stipends
and fee-for-service contracts for each governing board,;

The appropriation increases financial aid programs by $7.4 million, or 8.5 percent, including $6.9
million for need based financial aid;

The appropriation adds $1.2 million General Fund for an 8.5 percent increase for the Local District
Junior Colleges;

The appropriation adds $572,397 General Fund for an 8.5 percent increase for the Area Vocational
Schools;

The appropriation provides another $160,000 General Fund for stipends for students attending
participating private institutions based on the projected eligible enrollment; and

The appropriation reduces General Fund appropriations for the operating budget of the Cumbres and
Toltec Scenic Railroad by $410,000 to match the operating support provided by New Mexico.

Detail of Appropriation by Administrative Section

Department Administrative Office

Thisdivisionincludesfundingfor centrally appropriated itemsfor the Department, including salary survey, risk
management, leased space, health benefits, and other miscellaneous expenses. The primary sources of cash
funds are indirect cost recoveries, fees charged by the Division of Private Occupational Schools, and earned
revenue by the Colorado Historical Society. The primary source of cash funds exempt is limited gaming
moneys deposited in the State Historical Fund.

Department Administrative Office
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $1,269,833 $0 $681,185 $565,312 $23,336 0.0
HB 06-1046 10,957 0 10,957 0 0 0.0
SB 07-164 45,756 37,070 868 7818 0 0.0
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Department Administrative Office
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
TOTAL $1,326,546 $37,070 $693,010 $573,130 $23,336 0.0
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $1,326,546 $37,070 $693,010 $573,130 $23,336 0.0
Salary and benefits adjustments 319,125 0 73,933 201,966 43,226 0.0
Operating adjustments 60,306 0 63,174 (2,868) 0 0.0
One-time legal services (37,070) (37,070) 0 0 0 0.0
SB 07-239 $1,668,907 $0 $830,117 $772,228 $66,562 0.0
TOTAL $1,668,907 $0 $830,117 $772,228 $66,562 0.0
I ncrease/(Decr ease) $342,361 ($37,070) $137,107 $199,098 $43,226 0.0
Percentage Change 25.8% (100.0)% 19.8% 34.7% 185.2% n/a

S.B. 07-239 (Long Bill) I ssue Descriptions

Salary and benefitsadjustments. The appropriation includes an increase of $319,125 for salary and benefit
increases, including: 1) $123,924 for performance-based pay; 2) $117,918 for health, life, and dental
premiums; 3) $40,552 for salary survey; and 4) $36,731 for miscellaneous other benefits.

Operatingadjustments: Theappropriationincludesanetincreaseof $60,306 for risk management premiums,
leased space, legal services, and purchases of services from the state computer center.

One-timelegal services: The appropriation reflects a$37,070 decrease for one-time funding provided in FY
2006-07 for legal services related to alawsuit over the eligibility of private institutions to participate in the
College Opportunity Fund program.

Colorado Commission on Higher Education

Thisdivision includes funding for the Commission's staff, the Division of Private Occupational Schools, and
special purpose initiatives of the Department. The sources of cash fundsinclude indirect cost recoveries and
fees paid to the Division of Private Occupational Schools. The sources of cash funds exempt include indirect
cost recoveriesused to offset the need for General Fund for the Commission's staff and operating expenses, and
waste tire fees transferred from the Department of Local Affairs and deposited in the Advanced Technology
Fund.
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Colorado Commission on Higher Education
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $24,626,366 $0 $3,267,118  $21,009,248 $350,000 37.9
TOTAL $24,626,366 $0 $3,267,118  $21,009,248 $350,000 379
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $24,626,366 $0 $3,267,118  $21,009,248 $350,000 379
Annualize salary increases 44,367 0 44,252 (921) 1,036 0.0
WICHE Dues 4,000 0 4,000 0 0 0.0
Fund source adjustment 0 0 (32,288) 32,288 0 0.0
SB 07-239 $24,674,733 $0 $3,283,082  $21,040,615 $351,036 379
SB 07-182 76,854 Y Y 76,854 Y 0.0
TOTAL $24,751,587 $0 $3,283,082  $21,117,469 $351,036 379
Increase/(Decr ease) $125,221 $0 $15,964 $108,221 $1,036 0.0
Percentage Change 0.5% n/a 0.5% 0.5% 0.3% 0.0%

S.B. 07-239 (Long Bill) Issue Descriptions

Annualize salary increases. The appropriation includes $37,170 for the Commission on Higher Education
and $7,197 for the Division of Private Occupationa Schools to annualize salary survey increases awarded in
FY 2006-07. These figures are net of the 0.5 percent common policy personal services base reduction.

WICHE Dues: Theappropriationincludesa$4,000 increasefor WICHE (Western Interstate Commission on
Higher Education) membership dues.

Fund sour ceadjustment: The appropriation reflects adecreasein the amount of indirect cost recoveriesthat
are subject to TABOR because they are paid by enterprises, and an increase in indirect cost recoveries from
non-enterprises.

Additional legislation: For information on additional legislation, see the "Recent Legislation” section at the
end of this department.

Colorado Commission on Higher Education Financial Aid

This division includes the state funded financial aid programs administered by CCHE. The source of cash
funds exempt is federal Child Care Development Fund moneys transferred from the Department of Human
Services. The source of federal fundsisthe federal Perkins Act and other programs requiring a state match.
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Colorado Commission on Higher Education Financial Aid
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $88,901,159  $87,596,159 $0 $5,000 $1,300,000 0.0
SB 06-136 161,600 161,600 0 0 0 0.0
TOTAL $89,062,759  $87,757,759 $0 $5,000 $1,300,000 0.0
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $89,062,759  $87,757,759 $0 $5,000 $1,300,000 0.0
Need based grants 6,926,583 6,926,583 0 0 0 0.0
GEAR UP 600,000 0 0 0 600,000 0.0
Native American students 429,207 429,207 0 0 0 0.0
National guard tuition assistance 60,729 60,729 0 0 0 0.0
Early childhood professionals (5,000) 0 0 (5,000) 0 0.0
SB 07-239 $97,074,278 $95,174,278 $0 $0  $1,900,000 0.0
TOTAL $97,074,278  $95,174,278 $0 $0  $1,900,000 0.0
Increase/(Decr ease) $8,011,519 $7,416,519 $0 (%$5,000) $600,000 0.0
Percentage Change 9.0% 8.5% n/a (100.0)% 46.2% n/a

S.B. 07-239 (Long Bill) Issue Descriptions

Need based grants. Theappropriationincludesa$6.9 million, or 11.5 percent, General Fund increasefor need
based financia aid. The appropriation reflects the Colorado Commission on Higher Education's decision to
discontinuethe Governor's Opportunity Scholarship program. Theamount previously appropriated specifically
for the Governor's Opportunity Scholarshipsis being appropriated for general need based grants.

Section 23-3.3-103, C.R.S. requiresthat theannual appropriationsfor all student financial assistance programs
increase by at | east the same percentage asthe aggregate percentageincrease of all General Fund appropriations
to the ingtitutions of higher education. The appropriation applies the majority of increases in financial aid
programs necessary to comply with this statute to the need based grants line item.

GEAR UP: Theappropriation reflectsan anticipated $600,000 in expenditures of federal fundsfor the GEAR
UP (Gaining Early Awareness and Readiness for Undergraduate Programs) program.

Native American students: The appropriation includes a $429,207 General Fund increase for paymentsfor
Fort Lewis College for Native American student tuition waivers pursuant to Section 23-52-105, C.R.S.
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National guard tuition assistance: The appropriation includes a $60,729 General Fund increase for the
National Guard Tuition Assistance program based on projected eligible enrollment. This brings the total
appropriation to the $650,000 cap on the amount the Department is required to transfer to the Department of
Military Affairs pursuant to Section 23-5-111.4, C.R.S. If there are further enrollment increases, the
Department of Military Affairs can prorate the grants to match available funds pursuant to statute, or request
additional appropriations directly to the Department of Military Affairs.

Early childhood professionals: The appropriation reflects the sunset of the statutory authorization for the
Early Childhood Professional Loan Repayment program.

College Opportunity Fund Program

This section includes General Fund for student stipend payments for students attending state-operated higher
education institutions and students attending private institutions, and for fee-for-service contracts between
CCHE and the institutions. For a summary of the impact of these changes by governing board, see the
Governing Boards section.

College Opportunity Fund Program
Total General Cash Cash Funds Federal FTE
Funds Fund/1 Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $578,102,044 $578,102,044 $0 $0 $0 0.0
SB 07-164 1,396,486 1,396,486 0 0 0 0.0
SB 07-239 3,035,676 3,035,676 0 0 0 0.0
TOTAL $582,534,206 $582,534,206 $0 $0 $0 0.0
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $582,534,206 $582,534,206 $0 $0 $0 0.0
Fee-for-service contracts 41,468,432 41,468,432 0 0 0 0.0
Stipend rate increase $90 per full-time
student (from $2,580 to $2,670) 10,993,230 7,957,554 0 3,035,676 0 0.0
Private stipends 160,500 160,500 0 0 0 0.0
Stipend enrollment adjustment (3,552,660) (3,552,660) 0 0 0 0.0
One-time appropriation to the College
Opportunity Fund (3,035,676)  (3,035,676) 0 0 0 0.0
SB 07-239 $628,568,032 $625,532,356 $0  $3,035,676 $0 0.0
HB 07-1256 20,826 20,826 0 0 0 0.0
TOTAL $628,588,858 $625,553,182 $0  $3,035,676 $0 0.0
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College Opportunity Fund Program
Total General Cash Cash Funds Federal FTE
Funds Fund/1 Funds Exempt Funds
Increase/(Decr ease) $46,054,652  $43,018,976 $0 $3,035,676 $0 0.0
Percentage Change 7.9% 7.4% n/a n/a n/a n/a

/1 This amount includes a General Fund Exempt appropriation.

General Fund Total General General Fund
Summary General Fund Fund Exempt

FY 2006-07 Appropriation $578,102,044 $342,702,044 $235,400,000
Supplemental (S.B. 07-164) 1,396,486 1,396,486 0
Long Bill supplemental (S.B. 07-239) 3,035,676 (83,964,324) 87,000,000
FY 2006-07 Adjusted Appropriation $582,534,206 $260,134,206 $322,400,000
Stipend payments 4,565,394 16,265,394 (11,700,000)
Fee-for-service contracts 41,468,432 41,468,432 0
One-time appropriation to the College

Opportunity Fund (3,035,676) (3,035,676) 0
HB 07-1256 20,826 20,826 0
Total FY 2007-08 Appropriation $625,553,182 $314,853,182 $310,700,000

General Fund Exempt

In November 2005, the Colorado voters passed Referendum C. Referendum C allowed the State to retain all
revenuethat is collected abovethe TABOR limit for FY 2005-06 through FY 2009-10. Thisrevenue must be
placed in a General Fund Exempt Account (see Section 24-77-103.6 (2), C.R.S.). The above table showsthe
amount of General Fund Exempt appropriated from the General Fund Exempt Account for higher education
pursuant to Sections 24-77-103.6 (2) (b) and 24-77-104.5 (1) (b) (111), C.R.S.

S.B. 07-239 (Long Bill) Issue Descriptions

Fee-for-servicecontracts: Theappropriationincludesanetincrease of $41,468,432 Genera Fund for fee-for-
service contracts. The combined appropriated changes in stipends and fee-for-service contracts provides an
8.5 percent increase for each governing board.

Stipend rateincrease $90 per full-time student (from $2,580to $2,670): The appropriation includes a$90
inflationary increase in the stipend rate for full-time students attending public higher education institutions
(from $2,580 per 30 credit hoursto $2,670 per 30 credit hours). With a projected stipend-eligible population
of 122,147 student full-time equivalents (SFTE) theinflationary increasein therate costs $10,993,230. Of this
amount, $7,957,554 is General Fund and $3,035,676 is cash funds exempt from reserves in the College
Opportunity Fund. Section 23-18-202 (2) (c), C.R.S. requiresthat CCHE annually request at least inflation and
enrollment for the stipends.

Privatestipends. Theappropriationincludes$160,500for stipendsfor eligiblestudents attending participating
privateinstitutions. To be eligible astudent attending a private institution must demonstrate financial need by
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qualifying for the federal Pell grant. In FY 2006-07, Regis University and Denver University qualified and
elected to participate in the College Opportunity Fund program. The private stipend rateis set by statute at 50
percent of the public stipend rate. Of the increase, $129,000 is attributable to an increase in the projected
stipend-eligible population, and $31,500 is attributable to increasing the private stipend rate by $45 (from
$1,290 per 30 credit hoursto $1,335 per 30 credit hours) commensurate with the increase in the stipend rate
for students attending public institutions.

Stipend enrollment adjustment: The appropriation includes a net decrease of $3,552,660 for projected
changesinthe stipend-eligible population fromthe FY 2006-07 appropriation. TheFY 2006-07 actual stipend-
eligible enrollment is trending below appropriated levels.

One-timeappropriation tothe College Opportunity Fund: Theappropriation doesnot continueaone-time
$3,035,676 General Fund appropriation to the College Opportunity Fund in FY 2006-07 that increased the
balance in the fund.

Additional legislation: For information on additional legislation, see the "Recent Legislation” section at the
end of this department.

Governing Boards

This division includes appropriations for the governing boards of the state-operated higher education
institutions. The sources of cash funds exempt are student stipend payments, fee-for-service contracts, tuition,
academic and academic facility fees, and appropriated grants.

Governing Boards
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $1,534,552,574 $0 $0 $1,534,552,574 $0 18,553.6
SB 06-183 500,000 0 500,000 0 0 0.0
HB 06-1322 0 0 0 0 0 0.0
SB 07-164 1,398,486 0 0 1,398,486 0 0.0
TOTAL $1,536,451,060 $0 $500,000 $1,535,951,060 $0 18,5536
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $1,536,451,060 $0 $500,000 $1,535,951,060 $0 18,553.6
Tuition 64,049,519 0 0 64,049,519 0 0.0
Fee-for-service contracts 41,468,432 0 0 41,468,432 0 0.0
Stipends 7,440,570 0 0 7,440,570 0 0.0
Academic fees 128,978 0 0 128,978 0 0.0
FTE adjustment 0 0 0 0 0 403.9
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Governing Boards
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
Appropriated grants (1,700,000) 0 (500,000) (1,200,000) 0 0.0
SB 07-239 $1,647,838,559 $0 $0 $1,647,838,559 $0 18,9575
SB 07-97 11,300,000 0 0 11,300,000 0 0.0
HB 07-1096 150,000 0 150,000 0 0 0.0
HB 07-1163 (120,437) 0 0 (120,437) 0 0.0
HB 07-1256 38,879 0 0 38,879 0 0.0
HB 07-1359 (2,906,851) 0 0 (2,906,851) 0 0.0
TOTAL $1,656,300,150 $0 $150,000 $1,656,150,150 $0 18,9575
I ncr ease/(Decr ease) $119,849,090 $0 ($350,000)  $120,199,090 $0 403.9
Percentage Change 7.8% n/a (70.0)% 7.8% n/a 2.2%

S.B. 07-239 (Long Bill) Issue Descriptions

Tuition: The appropriation providesincreasesin tuition spending authority of 7.0 percent for the University
of Colorado System, Colorado State University System, Colorado School of Mines, and University of Northern
Colorado. It provides a 5.0 percent increase for Adams State College, Mesa State College, Western State
College, and Fort Lewis College. Finadly, it provides a 3.5 percent increase for the two-year Community
Colleges. Combined with projected enrollment changes, the increase in projected tuition revenues is $64.1

million.

Tuition Spending Authority
Revised Projected
Estimate of Enrollment Authority
FY 2006-07 FY 2006-07 Changes for Rate FY 2007-08
Appropriation Revenues FY 2007-08 Increases Appropriation

Adams $6,368,109 $6,364,607 ($175,269) $309,467 $6,498,805
Mesa 19,958,072 19,958,072 489,110 1,022,359 21,469,541
Metro 44,214,860 42,902,156 849,590 2,187,588 45,939,334
Western 8,980,816 8,717,028 (14,300) 435,137 9,137,865
CSU System 163,433,524 160,710,700 436,173 11,280,281 172,427,154
Fort Lewis 22,407,865 21,907,865 292,915 1,110,039 23,310,819
CU Regents 453,264,459 443,635,332 6,977,378 31,542,890 482,155,600
Mines 40,759,486 42,040,873 760,444 2,996,092 45,797,409
UNC 51,043,730 49,526,272 (148,746) 3,456,427 52,833,953
Com Colleges 110,930,010 121,993,724 (409,212) 4,255,458 125,839,970
TOTAL $921,360,931 | $917,756,629 $9,058,083 $58,595,738 $985,410,450

Fee-for-service contracts. The appropriation includes a net increase of $41,468,532 for fee-for-service
contracts. Thecombined appropriated changesin stipendsand fee-for-service contractsprovidesan 8.5 percent
increase for each governing board.
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Fee-for-service contracts
FY 2006-07 FY 2007-08
Appropriation Appropriation Difference
Adams $8,664,032 $9,854,040 $1,190,008
Mesa 9,045,856 10,289,250 1,243,394
Metro 4,163,555 3,948,770 (214,785)
Western 6,577,560 7,489,531 911,971
CSU System 73,786,913 82,555,299 8,768,386
Fort Lewis 4,094,553 4,824,075 729,522
CU Regents 106,912,038 121,911,110 14,999,072
Mines 13,067,037 14,501,571 1,434,534
UNC 14,870,911 17,839,060 2,968,149
Com. Colleges 18,850,155 28,288,336 9,438,181
TOTAL $260,032,610 $301,501,042 $41,468,432

Stipends: The appropriation includes a net increase of $7,440,570 for stipends, including a decrease of
$3,552,660 for projected changes in the stipend-€ligible population from the FY 2006-07 appropriation and
$10,993,230 for a $90 inflationary increase in the stipend rate for full-time students attending public higher
education institutions (from $2,580 for 30 credit hoursto $2,670).

Stipends
FY 2006-07 FY 2007-08
Appropriation Appropriation Difference
Adams $3,898,380 $3,770,040 ($128,340)
Mesa 11,586,780 12,087,090 500,310
Metro 37,002,360 40,696,140 3,693,780
Western 3,893,220 3,866,160 (27,060)
CSU System 49,577,280 51,234,630 1,657,350
Fort Lewis 6,651,240 6,829,860 178,620
CU Regents 72,879,840 73,075,230 195,390
Mines 6,976,320 7,235,700 259,380
UNC 23,078,100 23,317,110 239,010
Com. Colleges 103,148,400 104,020,530 872,130
TOTAL $318,691,920 $326,132,490 $7,440,570

Academicfees: Theappropriationincludesanetincrease of $128,978 for academic feesand academicfacility
fees. Academic fees and academic facility fees are a small subset of total fees charged by campuses. These
fees directly support the academic mission of the institutions. Feesfor auxiliary programs like housing, food
services, parking, and student government are not appropriated in the Long Bill. Thislineitem appeared for
thefirst timein FY 2005-06. The governing boards have been working on using more consistent definitions
toreport thesefees. Changesinwhich revenuesarereported account for the large percentage changesfor some
of the governing boards.

Academic Fees and Academic Facility Fees

FY 2006-07 FY 2007-08 Difference Percent
Adams $92,096 $96,240 4,144 4.5%
Mesa 150,000 360,000 210,000 | 140.0%
Metro 559,650 750,000 190,350 34.0%
Western 300,000 26,000 (274,000) | (91.3)%
CSU System 6,224,000 4,250,000 | (1,974,000) | (3L.7)%
Fort Lewis 1,150,000 1,150,000 0 0.0%
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Academic Fees and Academic Facility Fees
FY 2006-07 FY 2007-08 Difference Percent
CU Regents 17,357,531 20,762,313 3,404,782 19.6%
Mines 142,475 150,000 7,525 5.3%
UNC 738,017 756,467 18,450 2.5%
Com Colleges 7,076,299 5,618,026 | (1,458,273) | (20.6)%
TOTAL $33,790,068 | $33,919,046 128,978 0.4%

FTE adjustment: TheFTEfor thehigher educationinstitutionsareincluded inthelLong Bill for informational
purposesonly. Pursuant to statute, each governing board retains control over the number of employees hired.
Projections submitted by the schools of employment in the current year are used as the best indicator of
employment levelsin FY 2007-08.

Full-time Equivalent Employees

Estimate in

FY 2006-07 | FY 2007-08
Long Bill Request Difference | Percent
Adams 286.1 2715 (146) | G5.)%
Mesa 426.6 4522 25.6 6.0%
Metro 1,023.1 1,056.3 33.2 3.2%
Western 205.1 230.9 258 | 12.6%
CSU System 3,750.1 3,852.4 102.3 2.7%
Fort Lewis 425.2 432.3 7.1 1.7%
CU Regents 6,169.8 6,441.1 271.3 4.4%
Mines 591.2 629.4 38.2 6.5%
UNC 1,006.9 1,015.0 8.1 0.8%
Com. Colleges 4,669.5 4,576.4 (93.1) | (2.00%
TOTAL 18,553.6 18,957.5 403.9 2.2%

Appropriated grants: Theappropriation reflectsthediscontinuance of one-timeappropriationsin FY 2006-07
of $1,200,000 cash funds exempt from the Oil and Gas Conservation and Environmental Response Fund for
the Colorado Energy Research Institute at the Colorado School of Mines pursuant to S.B. 05-66, and $500,000
cash funds from the Operational Account of the Severance Tax Trust Fund for the Colorado Water Resources
Research Institute at Colorado State University pursuant to S.B. 06-183.

Additional legislation: For information on additional legislation, seethe "Recent Legislation” section at the
end of this department.

L ocal District Junior College Grants Pursuant to Section 23-71-301, C.R.S.

Thissection subsidizesthe operationsof the state'stwolocal district junior colleges: AimsCommunity College
and Colorado Mountain College. Institutions that are set up as local district junior colleges have special
property tax districts that also support their operations. Students from the special property tax districts pay
discounted tuition rates. Thesetwo schools serve approximately 5,057 student FTE, based on the spring 2006
student census.
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Local District Junior College Grants
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $13,668,051  $13,668,051 $0 $0 $0 0.0
TOTAL $13,668,051  $13,668,051 $0 $0 $0 0.0
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $13,668,051  $13,668,051 $0 $0 $0 0.0
Increase grants 1,154,950 1,154,950 0 0 0 0.0
SB 07-239 $14,823001  $14,823,001 $0 $0 $0 0.0
TOTAL $14,823,001  $14,823,001 $0 $0 $0 0.0
I ncr ease/(Decr ease) $1,154,950  $1,154,950 $0 $0 $0 0.0
Percentage Change 8.5% 8.5% n/a n/a n/a n/a

S.B. 07-239 (Long Bill) I ssue Descriptions

Increase grants. The appropriation includes a $1,154,950 General Fund increase, or 8.5 percent, for the two
local district junior colleges. This percentage increase is equal to the combined stipend and fee-for-service
percentage increase for the governing boards.

Advisory Commission on Family Medicine
The Commission distributesfundsfor the support of family medicine residency programsthroughout the state
and assists in the recruitment of family medicine residents. All federa Medicaid dollars originate in the
Department of Health Care Policy and Financing, the single state agency for Medicaid, wherethey receivetheir
General Fund match. These dollars are then transferred to the respective departments that utilize Medicaid
funding. When these Medicaid funds are transferred, they are reflected in the recipient department as cash

funds exempt.

Advisory Commission on Family Medicine

Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $1,703,558 $0 $0 $1,703,558 $0 0.0
TOTAL $1,703,558 $0 $0 $1,703,558 $0 0.0
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Advisory Commission on Family Medicine
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $1,703,558 $0 $0 $1,703,558 $0 0.0
Residency program increases 200,000 0 0 200,000 0 0.0
SB 07-239 $1,903,558 $0 $0  $1,903,558 $0 0.0
TOTAL $1,903,558 $0 $0 $1,903,558 $0 0.0
I ncr ease/(Decr ease) $200,000 $0 $0 $200,000 $0 0.0
Percentage Change 11.7% n/a n/a 11.7% n/a n/a

S.B. 07-239 (Long Bill) Issue Descriptions

Residency program increases. The appropriation includes a total fund increase of $200,000 to provide
additional funding for the family medicine residency training programs. Theincrease partially restores some
of the funding that was cut from this program during the recession in the early 2000s.

Division of Occupational Education

The Division of Occupational Education supervises and administers the occupational education programs of
the state and distributes state and federal vocational education funds to the community colleges, local district
junior colleges, area vocational schools, secondary school districts, and other state and local educationa
agencies or institutions with eligible programs. This division aso coordinates resources available for the
promotion of job development, job training, and job retraining. Sources of cash funds exempt include General
Fund and State Education Fund moneystransferred from the Department of Education for Colorado V ocational
Act programs, and General Fund transferred from the Governor's Office of Economic Development for job
training programs. The source of federal fundsis primarily Perkins Act money for vocational training.

Division of Occupational Education
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $51,435,112 $9,635,902 $900,000 $23,360,944 $17,538,266 34.2
TOTAL $51,435,112 $9,635,902 $900,000 $23,360,944 $17,538,266 34.2
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $51,435,112 $9,635,902 $900,000 $23,360,944  $17,538,266 34.2
Areavocational school support 814,234 814,234 0 0 0 0.0
Colorado Vocationa Act distributions 572,397 0 0 572,397 0 0.0
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Division of Occupational Education
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
Sponsored programs (260,735) 0 0 0 (260,735) (2.2
Fund source adjustment 0 148,261 (148,261) 0 0 0.0
SB 07-239 $52,561,008 $10,598,397 $751,739 $23,933,341 $17,277,531 32.0
TOTAL $52,561,008  $10,598,397 $751,739  $23,933,341  $17,277,531 320
I ncr ease/(Decr ease) $1,125,896 $962,495  ($148,261) $572,397  ($260,735) (2.2)
Percentage Change 2.2% 10.0% (16.5)% 2.5% (15%  (64)%

S.B. 07-239 (Long Bill) Issue Descriptions

Area vocational school support: The appropriation includes an $814,234 General Fund increase, or 8.5
percent, for the post-secondary activities of the four area vocational schools (Emily Griffith Opportunity
School, Delta-Montrose Area V ocational-Technical Center, San Juan Basin Technical College, and Pickens
Technical College). This percentageincreaseisequal to the combined stipend and fee-for-service percentage
increase for the governing boards.

Colorado Vocational Act distributions: The appropriation includes a $572,397, or 2.8 percent, increasein
the transfer from the Department of Education to secondary career and technical education programs through
the Colorado Vocational Act. The cash funds exempt originates as General Fund or State Education Fundsin
the Department of Education.

Sponsored programs. The appropriation reflects an anticipated decrease of $260,735 federal fundsand 2.2
FTE for the Division of Occupational Education for the federal Perkins program.

Fund sour ce adjustment: The appropriation includes a decrease of $148,261 cash funds and an increase of
$148,261 Genera Fund for administration of the Division of Occupationa Education based on lower indirect
cost recoveries.

Auraria Higher Education Center

Established by statute in 1974, the Auraria Higher Education Center is governed by a Board of Directors who
oversee the centralized operations of the Auraria Higher Education Center complex located in Denver. The
Center housesand providescommon servicesto the Community College of Denver, Metropolitan State College
of Denver, and the University of Colorado at Denver and Health Sciences Center. The sources of cash funds
are payments by the schools located on the Auraria campus and earned revenue by the Auraria Higher
Education Center.
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Auraria Higher Education Center
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $14,864,761 $0  $14,864,761 $0 $0 123.6
SB 07-164 2,390,000 0 2,390,000 0 0 0.0
TOTAL $17,254,761 $0 $17,254,761 $0 $0 123.6
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $17,254,761 $0 $17,254,761 $0 $0 123.6
Increase in campus operating budget 871,326 0 871,326 0 0 0.0
One-time supplemental (2,390,000) 0  (2,390,000) 0 0 0.0
SB 07-239 $15,736,087 $0  $15,736,087 $0 $0 123.6
TOTAL $15,736,087 $0  $15,736,087 $0 $0 123.6
I ncrease/(Decr ease) (%$1,518,674) $0 ($1,518,674) $0 $0 0.0
Percentage Change (8.8)% n/a (8.8)% n/a n/a 0.0%

S.B. 07-239 (Long Bill) Issue Descriptions

I ncreasein campus oper ating budget: The board for the AurariaHigher Education Center, which includes
representativesfrom the three tenant institutions, annually establishes the operating budget for the campusand
bills the tenant institutions for the costs. The appropriation includes an additional $871,326 cash funds
spending authority based on the requested operating budget, which allows for a maximum increase of 5.9
percent.

One-time supplemental: The appropriation does not continue $2,390,000 in one-time supplemental cash
funds spending authority provided in FY 2006-07 for charges by auxiliary businesses operated by AHEC to
enterprises. The Auraria Higher Education Center is exploring designating these auxiliary businesses as
enterprises, which would eliminate the need for the cash funds spending authority. The activities of auxiliary
businesses operated by the higher education institutions are not traditionally appropriated in the Long Bill
unless the revenues are subject to TABOR.

Council on the Arts

The Council on the Arts provides grants to support and encourage development of the arts; offers technical
assistance to artists and arts organizations; and administers the Art in Public Places Program, which uses a
percentage of state capital construction funding to beautify state buildingsand grounds. Legidationinthe 2006
session transferred administration of the Council on the Artsto the Governor's Office.
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Council on the Arts

Total General Cash Cash Funds Federal FTE

Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $0 $0 $0 $0 $0 0.0
SB 06-49 (1,500,000) 0 (1,500,000 0 0 (2.0)
HB 06-1201 1,500,000 0 1,500,000 0 0 2.0
TOTAL $0 $0 $0 $0 $0 0.0
FY 2007-08 Appropriation:

FY 2006-07 Appropriation $0 $0 $0 $0 $0 0.0

SB 07-239 $0 $0 $0 $0 $0 0.0
TOTAL $0 $0 $0 $0 $0 0.0
I ncr ease/(Decr ease) $0 $0 $0 $0 $0 0.0
Percent Change n/a n/a n/a n/a n/a n/a

State Historical Society

The State Historical Society, founded in 1879, is an educational institution of the State and acts as trustee for
the State in collecting, preserving, exhibiting and interpreting collections and properties of state historical
significance. The Society maintains museumsand historical sitesthroughout Col orado and providesassistance
tolocal and regional historical societiesand museums. It also distributes gaming revenueto gaming citiesand
to local governments and organizations through a state-wide grant program for historic preservation. The
primary source of cash fundsis museum fees and gift shop revenues. The main source of cash funds exempt
IS gaming revenue.

State Historical Society
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
FY 2006-07 Appropriation:
HB 06-1385 $31,204,212 $510,000 $1,731,046 $28,094,446 $868,720 126.9
TOTAL $31,204,212 $510,000 $1,731,046  $28,094,446 $868,720 126.9
FY 2007-08 Appropriation:
FY 2006-07 Appropriation $31,204,212 $510,000 $1,731,046  $28,094,446 $868,720 126.9
Statewide preservation grant program 692,936 0 0 692,936 0 0.0
Gaming cities distribution 209,190 0 0 209,190 0 0.0
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State Historical Society
Total General Cash Cash Funds Federal FTE
Funds Fund Funds Exempt Funds
Annualize salary increases 119,909 0 (2,599) 108,121 14,387 0.0
Cumbres and Toltec Scenic Railroad (410,000) (410,000) 0 0 0 0.0
SB 07-239 $31,816,247 $100,000 $1,728447  $29,104,693 $883,107 126.9
TOTAL $31,816,247 $100,000 $1,728,447  $29,104,693 $883,107 126.9
I ncr ease/(Decr ease) $612,035  ($410,000) ($2,599)  $1,010,247 $14,387 0.0
Percentage Change 2.0% (80.4)% (0.2)% 3.6% 1.7% 0.0%

S.B. 07-239 (Long Bill) Issue Descriptions

Statewide preservation grant program: The appropriation reflects an anticipated $692,936 increase in
statewide preservation grants based on projected gaming revenuesthat will be deposited in the State Historical
Fund through the constitutional formula, less costs for the Society Museum and Preservation Operations
appropriated pursuant to Section 12-47.1-1201 (5) (a) (1), C.R.S.

Gaming citiesdistribution: Theappropriation includesan increase of $209,190in theforecast of the amount
of gaming revenuesthat will be distributed to gaming citiesfor historic preservation through the constitutional
formula.

Annualize salary increases. The appropriation includes an increase of $119,909 to annualize salary survey
increases awarded in FY 2006-07. Thisamount isnet of the 0.5 percent common policy base personal services
reduction. Of the increase, $108,121 is from the State Historical Fund for the Society Museum and
Preservation Operations and reduces the amount of total funds available in the State Historical Fund for the
statewide preservation grant program.

Cumbresand Toltec Scenic Railroad: The appropriation includesareduction of $410,000 General Fund for
the operations of the Cumbres and Toltec Scenic Railroad. The remaining appropriation of $100,000 matches
the operating support provided by New Mexico for the railroad. Ridership in 2006 was up 34.1 percent from
2005 when the extra $410,000 General Fund was originally provided by the General Assembly to ensure that
the railroad had sufficient funds to prepare for the next season (40,662 riders compared to 30,332).

Recent Legidation

2006 Session Bills

S.B. 06-24: Requirespublic schoolsto assign each student (including those enrolled in the State Preschool and
Kindergarten Program) a unique identification number that will carry through college; requires data sharing
between the State Board of Education, Colorado Commission on Higher Education and qualified researchers.
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S.B. 06-31: Allowsamember of the armed forces or a dependent of amember of the armed forcesto receive
in-state tuition status and a college opportunity fund stipend for a program offered on or after July 1, 2007, by
an institution of higher education that has entered into a performance contract with the department of higher
education pursuant to section 23-5-129, C.R.S., and that the eligible undergraduate student attends for credit
on amilitary base.

S.B. 06-49: Transfersadministration of the Council on the Artsfrom the Department of Higher Education to
the Office of Economic Development inthe Governor's Office. ThisAppropriationsReport describestheeffect
of S.B. 06-049 as areduction in funding for the Department of Higher Education and an increase in funding
for the Governor - Lieutenant Governor - Office of State Planning and Budgeting. The amount moved from
the Department of Higher Education to the Governor - Lieutenant Governor - Office of State Planning and
Budgeting is $1.5 million cashfundsand 2.0 FTE. In H.B. 06-1201 $1.5 million wastransferred from limited
gaming fund moneysto the State Council on the Arts Cash Fund, and $1.5 million cash fundsand 2.0 FTE was
appropriated from the State Council on the Arts Cash Fund to the Council on the Arts.

S.B. 06-136: Authorizes Collegelnvest to develop and maintain a teacher loan forgiveness pilot program.
Specifies criteria for the program. Creates the nursing teacher loan forgiveness fund and continuously
appropriates the fund to Collegelnvest. Appropriates $161,600 General Fund to the fund.

S.B. 06-183: Provides a one-time FY 2006-07 appropriation of $500,000 cash funds from the Operational
Account of the Severance Tax Trust Fund to the Board of Governors of the Colorado State University System,
for the Water Resources Research Institute.

H.B. 06-1046: Expandstheauthority of the Division of Private Occupational Schoolsto allow themtorequire
fingerprintsfor background checks from teachers teaching students under the age of 16, and to permit them to
imposefineson schoolsthat violate the statutes governing private occupational schools. Appropriates$10,957
cash funds from the Division of Private Occupational SchoolsFundin FY 2006-07 for promulgating rulesand
regulations. Provides $10,957 cash funds exempt spending authority and 0.1 FTE to the Department of Law
to provide lega servicesto the Division of Private Occupational Schools.

H.B. 06-1201: Beginning in FY 2005-06, from the end-of-year allocation of moneys in the limited gaming
fund that would otherwise be transferred to the General Fund, the bill transfers:

. $19.0 million to the Colorado Travel and Tourism Promotion Fund;
. $1.5 million to the State Council on the Arts Cash Fund;

. $0.5 million to the Film Incentives Cash Fund; and

. $3.0 million to the New Jobs Incentives Cash Fund.

Requiresthat these distributions be adjusted annually by the rate of inflation for the calendar year endingin the
preceding fiscal year. Reducesthesetransfers proportionally (thereby increasing the amount transferred to the
Genera Fund) if the June Legidlative Council Staff revenueforecast indicatesthat the amount of General Fund
will beinsufficient to allow the maximum amount of General Fund appropriations permitted by Section 24-75-
201.1 (1) (@ (1), C.R.S.

Appropriates $18,854,587 and 3.0 FTE from the Colorado Travel and Tourism Promotion Fund to the Office

of Economic Development — Other Program Costs in the Office of the Governor (with addition of the 3.0 FTE
contingent upon passage of H.B. 06-1384). Appropriates $1.5 million and 2.0 FTE from the State Council on
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the Arts Cash Fund to the Council on the Artsin the Department of Higher Education. Appropriates $500,000
from the Film Incentives Cash Fund to the Economic Development Commission in the Office of the Governor,
subject to passage of H.B. 06-1362. Appropriations$3.0 million cash fundsfrom the New Job Incentives Cash
Fund to the Economic Devel opment Commission in the Office of the Governor, subject to passage of H.B. 06-
1017.

H.B. 06-1218: Supplemental appropriationtothe Department of Higher Education to modify the appropriation
included in the FY 2005-06 Long Bill.

H.B. 06-1260: Specifiesthat the director of Collegelnvest shall be the director of the Student Loan Division
in the Department of Higher Education. Repealsthe advisory committee on student loans. Increasesthe limit
on theamount of outstanding bonds of Collegelnvest to $2 billion. Providesthat if the Collegelnvest authority
sellsor transfersall or asubstantial portion of itsresponsibilities, the proceeds of the sale or transfer are subj ect
to appropriation by the general assembly.

H.B. 06-1322: Createsthe Colorado Renewable Energy Authority to promote renewabl e energy technol ogies.
Requires cash fund appropriations from the Operational Account of the Severance Tax Trust Fund for three
years, beginning July 1, 2006, subject to certain limitations, of $2.0 million per year to the Colorado Renewable
Energy Authority for theactivitiesof the Authority. Requirescash fund transfersfrom the Operational Account
of the Severance Tax Trust Fund for three years, beginning July 1, 2006, subject to certain limitations, of
$500,000 per year to the Agriculture Value-added Cash Fund to promote agricultural energy-related projects
and research. Createsthe Climate Change Markets Grant Program, administered by the Department of Public
Health and Environment, to provide grants of $50,000 to Colorado State University, $50,000 to the Colorado
School of Mines, and $35,000 to the University of Colorado. Transfers $135,000 in FY 2006-07 from the
Operational Account of the Severance Tax Trust Fund to the Department of Public Health and Environment
for the Climate Change Markets Grant Program, subject to certain limitations. Makes the following
appropriationsin FY 2006-07:

. $2,000,000 cash fundsfrom the Operational Account of the Severance Tax Trust Fund to the Colorado
Renewable Energy Authority;

. $500,000 cash funds exempt from the Agriculture Value-added Cash Fund to the Department of
Agriculture; and,

. $135,000 cash funds exempt from moneys transferred from the Operational Account of the Severance
Tax Trust Fund to the Department of Public Health and Environment.

H.B. 06-1385: General appropriationsact for FY 2006-07. Alsoincludes supplemental adjustmentsto modify
FY 2005-06 appropriations to the Department of Higher Education.

H.B. 06-1399: If there are moneysremaining in the College Opportunity Fund after the last academic term of
astatefiscal year, allowsagoverning board of an institution of higher education to expend up to three percent
of the amount originally authorized as stipends for fee-for-service contracts. Authorizes the Department to
transfer General Fund spending authority from stipends to fee-for-service contracts in an equivaent amount
to fulfill its fee-for-service contract obligations.
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2007 Session Bills

S.B. 07-239: General appropriations act for FY 2007-08. Also includes supplemental adjustments to modify
FY 2006-07 appropriations.

S.B. 07-97: Redlocates the portion of the tobacco settlement money received by the state pursuant to the
Master Settlement Agreement that was previously credited to the General Fund and Tobacco Litigation
Settlement Trust Fund. The bill alocates these moneys as follows:

Program Per centage
University of Colorado Health Sciences Center 49.0%
Mental Health Services for Juvenile and Adult Offenders 12.0%
Indigent Health Care Provided by Rural and Public Hospitals 8.5%
Loca Public Health Services 7.0%
Increase Eligibility in the Children's Basic Health Plan from 200 percent to 205

percent of the Federal Poverty Level 5.0%
Supplement State Contribution for Group Benefit Plans 4.5%
Colorado Immunization Program 4.0%
Expansion of Alcohol and Drug Abuse programs 3.0%
Short-term Grants for Innovative Health Programs 6.0%
Offset Medicaid Shortfall at Children's Hospital 1.0%
Total 100.0%

For more information, see Appendix G.

S.B. 07-164: Supplemental appropriation to the Department of Higher Education to modify the appropriation
included in the FY 2006-07 Long Bill.

S.B. 07-182: Creates the Higher Education Competitive Research Authority to administer the Innovative
Higher Education Research Fund (the Fund). Requires forty percent of moneys that previously flowed from
the Waste Tire Recycling Development Cash Fund to the Advanced Technology Fund to be transferred to the
Innovative Higher Education Research Fund. Directsthe Authority to provide matching grants from the Fund
to Colorado public institutions of higher education for federally sponsored research projects. Requires the
authority to provide an annual report on the research projectsfunded from thefund to the education committees
of the House of Representatives and the Senate. Appropriates $901,854 from the Fund to the Department of
Higher Education in FY 2007-08, for distribution to the Higher Education Competitive Research Authority.
Reduces FY 2007-08 appropriations from the Advanced Technology Fund to the Department of Higher
Education by $825,000.

Transfers control of the Advanced Technology Fund from the Colorado Commission on Higher Education to
the Pollution Prevention Advisory Board inthe Department of Public Health and Environment and continuously
appropriates the moneys in the Advanced Technology Fund to the Department of Public Health and
Environment. Requiresthe Advisory Board to develop criteriafor making research grants from the Advanced
Technology Fund for specified purposesand to maketheresearch grantstherefrom. Includes, for informational
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purposes, a$495,000 cash fundsexempt appropriation fromthe Advanced Technol ogy Fund to the Department
of Public Health and Environment for FY 2007-08 to reflect the amount that is anticipated to be available for
expenditure by the Pollution Prevention Advisory Board.

S.B. 07-232: Creates the State Health Care Provider Loan Repayment Program to provide education loan
repayments to health professionals who agree to work for at least 2 years in medically under-served
communities. Caps the annual amount that a health professional may receive through the program. Directs
Collegelnvest to administer the program. Creates the Health Care Provider Loan Repayment Fund to consist
of appropriations by the general assembly, an annual transfer of moneysfrom the Short-term Innovative Health
Program Grant Fund for thenext 5 years, federal grant moneys, and any moneysreceived as contributions, gifts,
grants, or donations. Specifiesthat Collegelnvest may allocate assets to the program. For the 2007-08 fiscal
year, reduces the appropriation to the Department of Public Health and Environment from the Short-term
Innovative Health Program Grant Fund by $60,000 cash funds exempt, which isthe amount of the transfer to
the Health Care Provider Loan Repayment Fund. For more information see Appendix G.

H.B. 07-1096: For the 2007-08 fiscal year, appropriates from the Operational Account of the Severance Tax
Trust Fund $150,000 to the Department of Higher Education to be used by the Colorado Water Resources
Research Institute.

H.B. 07-1099: Repealsthe Colorado Institute of Technology. Repealsthe tax credit for contributionsto the
Colorado Institute of Technology.

H.B. 07-1163: Makesamember of thearmed forces, or adependent of themember, eligiblefor in-statetuition
status if the member is transferred to Colorado on atemporary assignment of duty. Givesall members of the
Colorado National Guard, and their dependents, in-state tuition status. Provides that persons eligible for
in-state tuition solely because of aperson's status asamember of the armed forces or Colorado National Guard
are not eligible for a stipend under the college opportunity program. Decreases cash funds exempt
appropriations to the Department of Higher Education for tuition by $120,437.

H.B. 07-1256: Permits an institution of higher education to provide in-state tuition status to a student who
movesto Colorado asaresult of the student's employer or the student's parent's employer moving to Colorado
pursuant to an incentive from the Office of Economic Development or an incentive from alocal government.
Permits an institution to provide in-state tuition status to a student who moves to Colorado as aresult of the
student's parent taking afaculty position at a Colorado institution of higher education. Requiresthe institution
to develop averification processto provide studentsin-state tuition under these provisions. Prohibits a student
receiving in-state tuition pursuant to this provision from receiving state financial aid. In FY 2007-08,
appropriates $20,826 General Fund to the Department of Higher Education, College Opportunity Fund for an
estimated 7.8 additional stipend-eligible SFTE as aresult of the bill. Also, appropriates $38,879 cash funds
exempt from student stipend payments and resident tuition to the State Board of Community Colleges and
Occupational Education State System Community Colleges.

H.B. 07-1359: Accelerates the use of a portion of the moneys that Colorado receives under the Master
Settlement Agreement (M SA) and makes up to $24.4 million of M SA moneys available prior to April 16, 2008,
topay for FY 2006-07 and FY 2007-08 overexpenditures and supplemental s of the Children's Basic Health Plan
and the Col orado Benefits Management System. Alters the appropriations in the FY 2007-08 Long Bill andin
S.B. 07-97 to most MSA supported programs. For more information see Appendix G.
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