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Fiscal Summary of Initiative 5 

This fiscal summary, prepared by the nonpartisan Director of Research of the Legislative Council, 

contains a preliminary assessment of the measure's fiscal impact. A full fiscal impact statement for 

this initiative is or will be available at www.ColoradoBlueBook.com.  This fiscal summary identifies 

the following impact. 

 

State revenue.  The measure prohibits hydraulic fracturing of wells on all lands other than federal 

lands.  The measure effectively prevents operators from drilling new wells since there is currently no 

economically feasible method to extract oil and gas without stimulating the well with hydraulic 

fracturing, and releasing hydrocarbons to collect at the surface.  Eliminating new oil and gas 

production significantly and permanently decreases oil and gas related revenue collected by the state.  

These sources of revenue include individual and corporate income taxes, and sales and use taxes paid 

by oil and gas related businesses and their employees; severance taxes; the Oil and Gas Conservation 

Mill Levy; and royalty payments to the State Lands Board. The full reduction in state revenue under 

this measure cannot be estimated due to data limitations. 

 

State expenditures.  Reduced state revenue from the elimination of new oil and gas production will 

either require refinancing of the programs supported by this revenue, or a reduction in government 

services.  Several state programs in the Department of Natural Resources, as well as the Air Quality 

Control Division in the Colorado Department of Public Health, are supported with severance taxes 

and conservation mill levy revenue from oil and gas production.  The measure will also affect General 

Fund revenue, which funds state programs including K-12 education, health care, human services, 

and other state services.  The measure is also anticipated to increase workload and costs for the 

Attorney General to assist with adopting rules and to support enforcement actions.   

 

Local government impact.  The measure is estimated to reduce property taxes paid by oil and gas 

operators.  Property taxes fund local governments, including school districts, cities, counties, and 

special districts.  The areas of the state with the highest concentration of oil and gas production, 

namely Weld County, will be impacted most.  In 2018, an estimated $442 million was collected in 

property taxes from oil and gas production, primarily in Weld County.     

 

Economic impacts. The measure is expected to decrease oil and gas industry activity in Colorado, 

which will decrease oil and gas business incomes, employment, and taxes paid to state and local 

governments.  These impacts may be offset if firms in other industries are able to use newly available 
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labor, land, and capital in other productive ways.  Property values will decrease for owners of mineral 

rights, but may increase for residential properties located near sites that might otherwise be used for 

oil and gas extraction. 


