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FY 2007-08 FY 2008-09 FY 2009-10 FY 2010-11 Change
Actual Actual Appropriation Request Staff Recommend  Request
DEPARTMENT OF LAW
John W. Suthers, Attorney General
(1) ADMINISTRATION
This Division includes the Office of the Attorney General, Human Resources, Fiscal and Accounting, Information
Technology Services, and Legal Support Services. It also includes the department's central appropriations or
"Pots", such as Health, Life and Dental, and Short Term Disability, which are allocated among divisions and are
financed by virtually all of the department's various fund sources. Much of the division's other activity is
supported by reappropriated funds that derive from indirect cost recoveries.
Personal Services 2,523,002 2,792,460 2,755,059 S 2,947,855 2,947,855
FTE 38.2 39.6 42.2 42.2 42.2
General Fund 1 9) 0 0 0
Cash Funds 5,000 0 0 0 0
Cash Funds Exempt/RF 2,518,001 2,792,469 2,755,059 2,947,855 2,947,855
Health, Life and Dental 1,423,679 1,774,106 1,940,668 2,010,209 Pending NP #1
General Fund 461,603 522,880 534,414 520,771
Cash Funds 90,556 141,137 152,611 174,019
Cash Funds Exempt/RF 847,378 1,063,960 1,194,594 1,265,799
Federal Funds 24,142 46,129 59,049 49,620
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FY 2007-08 FY 2008-09 FY 2009-10 FY 2010-11 Change
Actual Actual Appropriation Request Staff Recommend  Request
Short-term Disability 31,935 36,340 36,556 42,124 42,246 NP #1
General Fund 9,571 10,672 11,079 12,177 12,299
Cash Funds 1,832 2,874 2,962 2,939 2,939
Cash Funds Exempt/RF 19,631 21,660 21,527 25,755 25,755
Federal Funds 901 1,134 988 1,253 1,253
S.B. 04-257 Amortization Equalization Disbursement 303,805 440,589 560,823 652,247 654,314 NP #1
General Fund 92,272 124,687 159,454 188,550 190,617
Cash Funds 17,229 35,889 40,983 45,512 45,512
Cash Funds Exempt/RF 185,792 266,062 344,034 398,784 398,784
Federal Funds 8,512 13,951 16,352 19,401 19,401
S.B. 06-235 Supplemental Amortization Equalization
Disbursement 62,558 204,308 348,890 475,597 477,318 NP #1
General Fund 17,229 56,229 98,034 137,485 139,206
Cash Funds 3,692 16,578 25,614 33,186 33,186
Cash Funds Exempt/RF 39,813 124,962 215,022 290,780 290,780
Federal Funds 1,824 6,539 10,220 14,146 14,146
Salary Survey for Classified Employees 278,941 251,113 0 0 0
General Fund 114,731 48,237 0 0 0
Cash Funds 37,397 55,068 0 0 0
Cash Funds Exempt/RF 108,862 128,644 0 0 0
Federal Funds 17,951 19,164 0 0 0
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FY 2007-08 FY 2008-09 FY 2009-10 FY 2010-11 Change

Actual Actual Appropriation Request Staff Recommend  Request
Salary Survey for Exempt Employees 759,834 649,316 0 0 0
General Fund 196,085 155,259 0 0 0
Cash Funds 12,305 27,694 0 0 0
Cash Funds Exempt/RF 541,856 461,582 0 0 0
Federal Funds 9,588 4,781 0 0 0
Performance-based Pay Awards for Classified
Employees 122,210 109,976 0 0 0
General Fund 25,543 30,751 0 0 0
Cash Funds 17,488 20,811 0 0 0
Cash Funds Exempt/RF 71,444 49,054 0 0 0
Federal Funds 7,735 9,360 0 0 0
Performance-based Pay Awards for Exempt Employees
256,353 278,881 0 0 0
General Fund 66,582 64,830 0 0 0
Cash Funds 4,133 11,485 0 0 0
Cash Funds Exempt/RF 182,369 200,188 0 0 0
Federal Funds 3,269 2,378 0 0 0
Workers' Compensation 51,406 64,888 50,893 S 55,440 Pending NP #1
General Fund 16,115 19,236 15,272 16,830
Cash Funds 3,704 5,833 4,136 4,628
Cash Funds Exempt/RF 30,119 37,990 30,125 32,509
Federal Funds 1,468 1,829 1,360 1,473
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FY 2007-08 FY 2008-09 FY 2009-10 FY 2010-11 Change
Actual Actual Appropriation Request Staff Recommend  Request
Attorney Registration and Continuing Legal Education 0 92,626 92,626 92,626 92,626
General Fund 0 22,238 22,238 22,238 22,238
Cash Funds 0 3,750 3,750 3,750 3,750
Cash Funds Exempt/RF 0 66,075 66,075 66,075 66,075
Federal Funds 0 563 563 563 563
Operating Expenses 179,039 192,297 173,823 194,679 194,679
General Fund (11,604) 0 0 0 0
Cash Funds Exempt/RF 190,643 192,297 173,823 194,679 194,679
Administrative Law Judges 0 0 0 0 0
Cash Funds 0 0 0 0 0
Cash Funds Exempt/RF 0 0 0 0 0
Purchase of Services from Computer Center 48,499 60,456 68,003 71,185 Pending
General Fund 0 0 68,003 71,185
Cash Funds Exempt/RF 48,499 60,456 0 0
Payment to Risk Management and Property Funds 71,197 86,286 92,968 44,496 Pending NP #1
General Fund 0 0 0 0
Cash Funds Exempt/RF 71,197 86,286 92,968 44,496
Vehicle Lease Payments 48,175 65,125 73,969 73,054 Pending NP #1
General Fund 10,724 12,446 23,891 21,455
Cash Funds 10,737 11,362 14,773 15,697
Cash Funds Exempt/RF 18,133 31,571 30,621 31,218
Federal Funds 8,581 9,746 4,684 4,684
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FY 2007-08 FY 2008-09 FY 2009-10 FY 2010-11 Change
Actual Actual Appropriation Request Staff Recommend  Request
ADP Capital Outlay 91,325 15,138 13,764 0 0
General Fund 35,844 6,881 9,176 0 0
Cash Funds 0 0 0 0 0
Cash Funds Exempt/RF 40,350 8,257 4,588 0 0
Federal Funds 15,131 0 0 0 0
IT Asset Maintenance 358,296 432,348 407,667 407,667 407,667
General Fund 0 22,935 15,291 15,291 15,291
Cash Funds 37,699 53,722 47,298 47,298 47,298
Cash Funds Exempt/RF 320,597 353,620 343,697 343,697 343,697
Federal Funds 0 2,071 1,381 1,381 1,381
Leased Space 29,686 30,001 32,502 26,220 26,220 BR #1
General Fund 4,961 4,945 5,357 4,321 4,321
Cash Funds 3,657 3,295 3,570 2,880 2,880
Cash Funds Exempt/RF 20,901 21,576 23,374 18,857 18,857
Federal Funds 167 185 201 162 162
Capitol Complex Leased Space 1,165,178 1,149,527 1,276,139 1,229,375 Pending NP #1
General Fund 367,436 245,252 382,931 377,661
Cash Funds 83,723 103,172 103,874 105,288
Cash Funds Exempt/RF 680,846 768,765 755,229 713,979
Federal Funds 33,173 32,338 34,105 32,447
Security for State Services Building 0 257,633 196,693 196,693 120,918
General Fund 0 79,153 73,989 73,989 45,485
Cash Funds 0 21,161 15,512 15,512 9,536
Reappropriated Funds 0 150,093 101,938 101,938 62,667
Federal Funds 0 7,226 5,254 5,254 3,230
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FY 2007-08 FY 2008-09 FY 2009-10 FY 2010-11 Change
Actual Actual Appropriation Request Staff Recommend  Request

Communications Services Payments 5,944 6,208 6,208 6,208 Pending

General Fund 2,435 2,308 2,308 2,308

Cash Funds 372 575 575 575

Cash Funds Exempt/RF 1,465 1,773 1,773 1,773

Federal Funds 1,672 1,552 1,552 1,552
Attorney General Discretionary Fund - GF 5,000 5,000 5,000 5,000 5,000
SUBTOTAL - Administration 7,816,062 8,994,622 8,132,251 8,530,675 4,968,843

FTE 38.2 39.6 42.2 42.2 42.2

General Fund 1,414,528 1,433,930 1,426,437 1,469,261 434,457

Cash Funds 329,524 514,406 415,658 451,284 145,101

Cash Funds Exempt/RF 5,937,896 6,887,340 6,154,447 6,478,194 4,349,149

Federal Funds 134,114 158,946 135,709 131,936 40,136
(2 LEGAL SERVICESTO STATE AGENCIES (LSSA)
This Division provides legal services to other agencies of state government, earning its appropriations of Cash
Funds, Cash Funds Exempt and Reappropriated Funds from the legal fees paid by those state agencies.
Personal Services 15,831,413 17,138,755 18,615,721 S 18,698,197 18,331,351 BA

FTE 195.3 203.5 220.4 224.6 220.6

General Fund 0 0 0 0 0

Cash Funds 1,000,000 1,582,342 1,700,540 1,582,342 1,582,388

Cash Funds Exempt/RF 14,831,413 15,556,413 16,915,181 17,115,855 16,748,963
Operating and Litigation - CFE/RF 1,070,389 880,632 1,397,011 S 1,445,692 1,405,514
Indirect Cost Assessment - CFE/RF 2,454,469 2,676,131 2,697,806 2,697,806 Pending
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FY 2007-08 FY 2008-09 FY 2009-10 FY 2010-11 Change

Actual Actual Appropriation Request Staff Recommend  Request
SUBTOTAL - Legal Servicesto State Agencies 19,356,271 20,695,518 22,710,538 22,841,695 19,736,865
FTE 195.3 203.5 220.4 224.6 220.6
General Fund 0 0 0 0 0
Cash Funds 1,000,000 1,582,342 1,700,540 1,582,342 1,582,388
Cash Funds Exempt/RF 18,356,271 19,113,176 21,009,998 21,259,353 18,154,477

(3) CRIMINAL JUSTICE AND APPELLATE

This Division prosecutes fraud involving insurance, securities, Medicaid, and workers' compensation. It also

handles foreign prosecutions, certifies peace offices, provides support to district attorneys in capital murder

cases, and represents the state in criminal appeals When the Department is involved in criminal appeals or in trial

court criminal prosecution, the division is responsible for keeping crime victims informed about the proceedings.
Reappropriated funds are transferred from the Department of Regulatory Agencies and the Department of

Public Safety. Cash funds derive from Pinnacol Assurance and the P.O.S.T. Board Cash Fund. Federal Funds

derive from the U.S. Department of Health and Human Services' Medicaid Fraud Control Program.

Special Prosecutions Unit 2,504,368 2,579,914 2,774,416 S 2,844,966 2,844,966
FTE 28.6 29.1 31.0 31.0 31.0
General Fund 1,418,762 1,429,370 1,481,059 1,578,099 1,578,099
Cash Funds 164,678 213,484 221,805 217,159 217,159
Cash Funds Exempt/RF 920,928 937,060 1,071,552 1,049,708 1,049,708
Auto Theft Prevention Grant 0 0 72,083 # 246,976 246,976 BA
FTE 0.0 0.0 0.5 2.0 2.0
Cash Funds 0 0 72,083 246,976 246,976
Cash Funds Exempt/RF 0 0 0 0
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FY 2007-08 FY 2008-09 FY 2009-10 FY 2010-11 Change
Actual Actual Appropriation Request Staff Recommend  Request
Appellate Unit 2,133,564 2,288,824 2,583,755 S 2,574,535 2,574,307
FTE 264 28.3 31.0 31.0 31.0
General Fund 2,133,564 2,288,824 2,302,221 2,574,535 2,574,307
Cash Funds Exempt/RF 0 0 281,534 0 0
Medicaid Fraud Grant 1,117,461 1,232,421 1,329,586 S 1,341,607 1,341,607
FTE 124 137 14.0 14.0 14.0
General Fund 275,870 302,876 332,456 335,401 335,402
Federal Funds 841,591 929,545 997,130 1,006,206 1,006,205
Peace Officers Standards and Training Board Support 1,165,322 1,053,301 2,691,603 S 2,681,744 2,681,744 BR #1
FTE 6.0 4.6 7.0 7.0 7.0
General Fund 44,638 57,107 0 0 0
Cash Funds 1,120,684 996,194 2,691,603 2,681,744 2,681,744
Cash Funds Exempt/RF 0 0 0 0 0
Victims Assistance 69,146 72,148 76,086 74,380 74,380
FTE 1.0 1.0 1.0 1.0 (0
General Fund (45) (1) 330 0 0
Cash Funds Exempt/RF 69,191 72,149 75,756 74,380 74,380
FTE 1.0 1.0 1.0 1.0 1.0
Federal Funds 0 0 0 0 0
Safe2Tell - GF 0 0 0 98,306 98,351 BA
FTE 0.0 0.0 0.0 1.0 1.0
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FY 2007-08 FY 2008-09 FY 2009-10 FY 2010-11 Change

Actual Actual Appropriation Request Staff Recommend  Request
Indirect Cost Assessment 223,273 247,395 374,591 374,591 Pending
Cash Funds 85,875 106,744 105,431 105,431
Cash Funds Exempt/RF 137,398 140,651 138,921 138,921
Federal Funds 0 0 130,239 130,239
SUBTOTAL - Criminal Justice and Appellate 7,213,134 7,474,003 9,902,120 # 10,237,105 9,862,331
FTE 744 76.7 845 # 86.0 86.0
General Fund 3,872,789 4,078,176 4,116,066 # 4,586,341 4,586,159
Cash Funds 1,371,237 1,316,422 3,090,922 # 3,251,310 3,145,879
Cash Funds Exempt/RF 1,127,517 1,149,860 1,567,763 # 1,263,009 1,124,088
Federal Funds 841,591 929,545 1,127,369 # 1,136,445 1,006,205

(4) WATER AND NATURAL RESOURCES

This Division represents the state in legal cases involving water and natural resources, such as oil, gas, mining
and minerals. It is also involved in legal cases involving wildlife, pollution, hazardous waste, and protection of
the state's air and water. Reappropriated funds include the Colorado Water Conservation Board's Litigation Fund
and the Hazardous Substance Response Fund.

Federal and Interstate Water Unit 436,360 470,910 500,032 S 516,519 516,519
FTE 4.6 5.5 5.5 5.5 5.5
General Fund 436,360 470,910 500,032 516,519 516,519
FTE 4.6 5.5 55 5.5 5.5
Cash Funds 0 0 0 0 0
FTE 0.0 0.0 0.0 0.0 0.0
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FY 2007-08 FY 2008-09 FY 2009-10 FY 2010-11 Change
Actual Actual Appropriation Request Staff Recommend  Request
Defense of the Colorado River Basin Compact 333,452 412,928 473,329 333,017 333,017
FTE 3.8 4.0 4.0 3.0 3.0
General Fund (42,664) (11,698) 0 0 0
Cash Funds 0 424,626 473,329 333,017 333,017
Cash Funds Exempt/RF 376,116 0 0 0 0
Defense of the Republican River Compact 23,500 141,218 110,000 110,000 110,000
FTE 0.0 0.0 0.0 0.0 0.0
Cash Funds 0 141,218 110,000 110,000 110,000
Cash Funds Exempt/RF 23,500 0 0 0 0
Defense of the Arkansas River Compact 0 0 0 0 0
FTE 0.0 0.0 0.0 0.0 0.0
General Fund 0 0 0 0 0
Cash Funds 0 0 0 0 0
Cash Funds Exempt/RF 0 0 0 0 0
Consultant Expenses 36,733 92,589 100,000 50,000 50,000
Cash Funds 0 92,589 100,000 50,000 50,000
Cash Funds Exempt/RF 36,733 0 0 0 0
Comprehensive Environmental Response,
Compensation and Liability Act (CERCLA) 422,380 397,637 314,024 382,962 382,962
FTE 4.8 3.9 3.5 3.5 3.5
General Fund 377,713 380,905 288,146 357,084 357,084
Cash Funds Exempt/RF 44,667 16,732 25,878 25,878 25,878
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FY 2007-08 FY 2008-09 FY 2009-10

FY 2010-11 Change

Actual Actual Appropriation Request Staff Recommend  Request
CERCLA Contracts 542,307 526,861 520,000 S 500,000 500,000
General Fund 117,307 76,861 0 75,000 75,000
Cash Funds Exempt/RF 425,000 450,000 520,000 425,000 425,000
Natural Resource Damage Claims at Rocky Mountain
Arsenal 902,347 75,600 195,000 195,000 150,000
FTE 1.9 0.3 0.0 0.0 0.0
General Fund (25,960) (356) 0 0 0
FTE 0.0 0.0 0.0 0.0 0.0
Cash Funds 928,307 75,956 195,000 195,000 150,000
FTE 1.9 0.3 0.0 0.0 0.0
Indirect Cost Assessment - CFE/RF 0 0 0 0 0
SUBTOTAL - Water and Natural Resour ces 2,697,079 2,117,743 2,212,385 2,087,498 2,042,498
FTE 151 137 13.0 12.0 12.0
General Fund 862,756 916,622 788,178 948,603 948,603
Cash Funds 928,307 734,389 878,329 688,017 643,017
Cash Funds Exempt/RF 906,016 466,732 545,878 450,878 450,878

(5) CONSUMER PROTECTION

This Division protects Colorado consumers and business against fraud and maintains a competitive business
environment. Cash funds derive from fees paid by regulated businesses. Reappropriated funds come from the

Department of Regulatory Agencies.

18-Mar-10
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FY 2007-08 FY 2008-09 FY 2009-10 FY 2010-11 Change
Actual Actual Appropriation Request Staff Recommend  Request
Consumer Protection and Anti-Trust 1,511,502 1,667,444 1,701,987 S 1,814,069 1,814,069
FTE 0.0 19.1 21.0 21.0 21.0
General Fund 824,385 720,977 795,549 907,056 907,056
FTE 0.0 115 125 12.5 12.5
Cash Funds 65,833 717,531 663,695 664,957 664,957
FTE 0.0 0.8 1.5 15 15
Cash Funds Exempt/RF 621,284 228,936 242,743 242,056 242,056
FTE 0.0 6.8 7.0 7.0 7.0
Collection Agency Board 270,396 296,884 313,859 S 338,611 338,045 DI #1, DI #2
FTE 5.0 5.2 5.2 5.5 5.5
Cash Funds 265,453 296,884 313,859 338,611 338,045
Cash Funds Exempt/RF 4,943 0 0 0 0
Uniform Consumer Credit Code (UCCC) 925,391 971,571 1,013,409 S 1,013,286 1,012,662 DI #1, DI #2
FTE 111 12.3 12.3 125 125
Cash Funds 825,285 971,571 1,013,409 1,013,286 1,012,662
Cash Funds Exempt/RF 100,106 0 0 0 0
Indirect Cost Assessment 263,756 313,952 328,698 328,698 Pending
Cash Funds 214,685 276,278 291,487 291,487
Cash Funds Exempt/RF 49,071 37,674 37,211 37,211
SUBTOTAL - Consumer Protection 2,971,045 3,249,851 3,357,953 3,494,664 3,164,776
FTE 16.1 36.6 38.5 39.0 39.0
General Fund 824,385 720,977 795,549 907,056 907,056
Cash Funds 1,371,256 2,262,264 2,282,450 2,308,341 2,015,664
Cash Funds Exempt/RF 775,404 266,610 279,954 279,267 242,056
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FY 2007-08 FY 2008-09 FY 2009-10 FY 2010-11 Change
Actual Actual Appropriation Request Staff Recommend  Request

(6) SPECIAL PURPOSE
This division contains special purpose appropriations and programs that do not fit within the Department's other divisions.
Over the years it has also included appropriations for a number of large, one-time lawsuits.

District Attorneys' Salaries - GF 1,315,985 1,654,605 2,096,078 2,313,828 2,313,828
Litigation Management and Technology Fund 308,828 327,006 325,000 325,000 325,000
Cash Funds 0 327,006 325,000 325,000 325,000
Cash Funds Exempt/RF 308,828 0 0 0 0
Statewide HIPAA Legal Services - GF 18,578 17,490 3,538 S 0 0 BR#1
Tobacco Litigation 126,245 372,226 600,000 S 750,000 750,000 BA
General Fund 0 0 0 0 0
Cash Funds 0 372,226 600,000 750,000 750,000
Cash Funds Exempt/RF 126,245 0 0 0 0
Referendum K - GF 10,732 0 0 0 0
FTE 0.0 0.0 0.0 0.0 0.0
Lobato Litigation Expenses - RF 432,500 432,500 BA
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FY 2007-08 FY 2008-09 FY 2009-10 FY 2010-11 Change
Actual Actual Appropriation Request Staff Recommend  Request
SUBTOTAL - Special Purpose 1,780,368 2,371,327 3,024,616 3,821,328 3,821,328
FTE 0.0 0.0 0.0 0.0 0.0
General Fund 1,345,295 1,672,095 2,099,616 2,313,828 2,313,828
FTE 0.0 0.0 0.0 0.0 0.0
Cash Funds 0 699,232 925,000 1,075,000 1,075,000
FTE 0.0 0.0 0.0 0.0 0.0
Cash Funds Exempt/RF 435,073 0 0 432,500 432,500
FTE 0.0 0.0 0.0 0.0 0.0
Federal Funds 0 0 0 0 0
FTE 0.0 0.0 0.0 0.0 0.0
DEPARTMENT OF LAW
TOTAL FUNDS 41,833,959 44,903,064 49,339,863 51,012,965 43,596,641
FTE 339.1 370.1 398.6 403.8 399.8
General Fund 8,319,753 8,821,800 9,225,846 10,225,089 9,190,103
Cash Funds 5,000,324 7,109,055 9,292,899 9,356,294 8,607,049
Cash Funds Exempt/RF 27,538,177 27,883,718 29,558,040 30,163,201 24,753,148
Federal Funds 975,705 1,088,491 1,263,078 1,268,381 1,046,341
S = Appropriation was amended by a supplemental bill. DI = Decision Item NP = Non Prioritized
B = The request was changed by a budget amendment. BA = Budget Amendment
18-Mar-10 14 LAW-fig




FY 2010-11 FIGURE SETTING
DEPARTMENT OF LAW

JBC Working Document - All Decisions Subject to Change
Staff Recommendation Does Not Represent Committee Decision

The Department of Law is comprised of the following division, which will be considered in
order:

(1) Administration

(2) Legal Servicesto State Agencies
(3) Criminal Justice and Appellate
(4) Water and Natural Resources
(5 Consumer Protection

(6) Special Purpose

(1) ADMINISTRATION

The Administration Division includes the following sections:

» Office of the Attorney General, which includes the Attorney General, Chief Deputy Attorney
General, Solicitor General, Director of Lega Policy and Federal-State Issues, and associated

administrative staff;

* Human Resour ces, which hires new employees, manages employee benefits, and consultswith
employees and managers regarding applicable state and federal personnel laws and regulations;

» Fiscal and Accounting, which includes accounting, financial reporting, payroll, and budgeting;

» Information Technology Services, which handles the Department's computer needs including
maintenance, computer training, and operation of the Attorney General's website;

* Legal Support Services, which produces about 75 percent of the Department's documents
including legal briefs and other court-related manuscripts, distributes mail, oversees the
Department's vehicle fleet, files materials with courts, and manages general office documents.

» Special Projects& FacilitiesManagement - coordinatesbuilding security, construction projects,
capita complex, the legal library and other matters.

Administration Division appropriations fall into two categories:

18-Mar-2010 15 LAW-fig



» Appropriationsthat pay the actual cost of running the Division, such assalariesfor the Attorney
Genera and Division personnel, and

» Central appropriationsor "Pots’, such as Health, Life and Dental, that the Department allocates
among itsdivisions.

The Administration Division pays most of its actual costs with indirect cost assessments that are
collected from the Department's various divisions and transferred as reappropriated funds to the
Administration Division. The most important source of indirect cost recoveries is the assessment
in the Department's largest division, Legal Servicesto State Agencies. Any part of the actual cost
of running the Administration Division that cannot be covered by indirect cost assessments must be
covered by the General Fund.

The central appropriationsare paid directly by thedivisionsthat usethe pots. Asaconsequence, the
"potted” appropriationsareamixture of General Fund, cash funds, reappropriated funds, and federal
funds, reflecting the funding sources of the divisions to which the central appropriations will be
distributed.

Classified and Exempt Employees. The Department of Law's employees fal into two broad
categories: classified employees, and non-classified or "exempt" employees. Classified employees
are governed by state personnel rules and procedures; exempt employees are not. All of the
Department's attorneys, who collectively make up approximately 60 percent of the Department's
workers, are exempt employees, the remaining 40 percent of the Department'sworkersare classified
employees. Salary Survey and Performance-based Pay for classified employees are set by Common
Policy; the corresponding appropriations for exempt positions are set during figure setting for the
Department of Law.

Personal Services. This line item finances persona services expenditures in the Administration
Division. Likeall subsequent personal services appropriationsin thisdocument, this appropriation
funds salaries of regular employees, as well as the associated state contribution to the Public
Employees Retirement Association (PERA) and the state share of federa Medicare taxes. Also
included are wages of temporary employees, payments to contractors for their services, and
termination/retirement payouts for accumulated vacation and sick leave. The following table
summarizes staffing levels within the division.

FY 08-09 FY 09-10 FY 10-11 FY 10-11
Staffing Summary Actual Approp. Request Recommend.
Office of the Attorney General 8.0 9.0 9.0 9.0
Human Resources 25 25 25 25
Fiscal and Accounting 75 75 75 75
Information Technology Services 14.2 15.2 15.2 15.2
Legal Support Services 7.4 8.0 8.0 8.0
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FY 08-09 FY 09-10 FY 10-11 FY 10-11
Staffing Summary Actual Approp. Request Recommend.

Total 39.6 42.2 42.2 42.2

The corresponding Option 8 calculation and the resulting staff recommendation, along with the
Department's request, are as follows:

Administration Personal Services Total GF CF RF FF FTE
FY 2009-10 Appropriation 2,755,059 0 0 2,755,059 0 422
Reverse FY 2009-10 1.82% base reduction 53,209 0 0 53,209 0 0.0
Reverse Furlough Supplemental 205,000 0 0 205,000 0 0.0
PERA Adjustment (65,413) 0O 0 (65413) 0 00
FY 2010-11 Recommendation 2,947,855 0 0 2,947,855 0 422
FY 2010-11 Request 2,947,855 0 0 2,947,855 0 422

The reappropriated funds derive from indirect cost recoveries.

Health, Lifeand Dental. The Department requestsatotal appropriation of $2,010,209, comprised
of $520,771 Genera Fund, $174,019 cash funds, $1,265,799 reappropriated funds, and $49,620
federal funds. The staff recommendation is pending the approval of acommon policy.

Health, Life and Dental is the first of severa pending common policy items. Staff requests
permission to apply Committee common policy for pendingitemsthat areapproved later and
include theresulting appropriationsin the Long Bill.

Short-term Disability. Staff recommends a total appropriation of $42,246, comprised of
$12,299 General Fund, $2,939 cash funds, $25,755 reappropriated funds, and $1,253 federal funds,
which accords with Committee common policy.

Amortization Equalization Disbursement. Pursuant to Committee common policy, Staff
recommends a total appropriation of $654,314, comprised of $190,617 General Fund, $45,512
cash funds, $398,784 reappropriated funds, and $19,401 federal funds.

Supplemental Amortization Equalization Disbur sement. Pursuant to Committeecommon policy,
Staff recommends a total appropriation of $477,318, comprised of $139,206 Genera Fund,
$33,186 cash funds, $290,780 reappropriated funds, and $14,146 federal funds

Salary Survey for Classified Employees. In accord with Committee-approved common policy,
staff recommends no appropriation for thisline item.
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Salary Survey for Exempt Employees. In accord with Committee-approved common policy, staff
recommends no appropriation for thislineitem.

Perfor mance-based Pay for Classified Employees. Inaccord with Committee-approved common
policy, staff recommends no appropriation for thislineitem.

Performance-based Pay for Exempt Employees. In accord with Committee-approved common
policy, staff recommends no appropriation for thislineitem.

Attorney Registration and Continuing L egal Education. The Department requestsand Staff
recommends a continuation appropriation of $92,626, comprised of $22,238 General Fund,
$3,750 cash funds, $66,075 reappropriated funds, and $563 federal funds.

Workers Compensation. Staff recommendation is pending Committee approval of acommon
policy for Workers Compensation.

Operating Expenses. The following table shows the staff recommendation and the request:

Administration Operating Expenses Total GF CF RF FF FTE
FY 2009-10 Appropriation 173,823 0 0 173,823 0 00
Reverse January Supplemental 20,856 0 0 20,856 0 0.0
FY 2010-11 Recommendation 194,679 0 0 194,679 0 00
FY 2010-11 Request 194,679 0 0 194,679 0 00

Pur chase of Servicesfrom Computer Center. Staff recommendation is pending the approval
of a common policy by the Committee related to Purchase of Services from Computer Center.

Payment to Risk Management and Property Funds. Staff recommendation is pending the
approval of a common policy by the Committee regarding Payment to Risk Management and
Property Funds.

Vehiclel ease Payments. The Department leases 29 vehiclesfrom state fleet. Thirteen are used by
the Criminal Justiceand Appellate Division, nineby the Legal Servicesfor State AgenciesDivision,
six by the Consumer Protection Division, and one by the Attorney General. None of these vehicles
is scheduled for replacement during FY 2010-11. The adjustment to this appropriation is due to
some of these vehicles moving to different pointsin their lease cycles.

Thestaff recommendation ispending Committeeapproval of acommon policy for vehiclelease
payments.

ADP Capital Outlay. The ADP Capital Outlay lineitem funds one-time expendituresfor personal
computers, office equipment, and other items that are needed by the new FTE who are added by
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Long Bill decision items and by specia bills. The appropriations on this line are one-year
expenditures that will not continue the next year, hence the appropriation for this line is not built
from the prior-year Long Bill. Since none of thisyear's decision itemsrequire ADP capital outlay,
the Department requests and Staff recommends no appropriation for thislineitem.

IT Asset Maintenance. This appropriation funds the maintenance and replacement of computer
equipment as well as software maintenance and licensing agreements. The requested amount
provides for the replacement of the Department's information technology according to a regular
schedulein accord with OIT guidelines. New computer purchases are included on the ADP Capital
Outlay line. Notethat thereisrelatively little General Fund on thisline; the Department pays much
of its General Fund IT asset maintenance costs out of the Litigation Management and Technol ogy
Fund appropriation, which will be discussed later. Staff recommends a continuation appropriation
for thisline item.

IT Asset M aintenance Total GF CF RF FF

FY 2009-10 Appropriation 407,667 15291 47,298 343,697 1,381
Recommendation 407,667 15291 47,298 343,697 1,381
Department Request 407,667 15291 47,298 343,697 1,381

L eased Space. This appropriation pays for 3,286 square feet of off-site document storage space at
alocation that the Department prefers not to disclosefor security reasons. The cost of thislease has
declined asaconsequenceof H.B. 08-1395, Property Tax Exemption for Government L eases, which
extends a property tax exemption to any real property that is leased or rented by state and local
governmentsfor at least aone-year term. Asaconsequence of thishill, the Department was ableto
reduce its |ease expense by $6,282, the amount of property tax that was saved. The department
requestsa$6,282reduction of theappropriation for thislineitem, which leadstothefollowing
request, which Staff recommends.

L eased Space Total GF CF RF FF

FY 2009-10 Appropriation 32,502 5,357 3,570 23,374 201
BR#1, |eased space reduction (6,282) (1,036) (690) (4,517) (39)
Recommendation 26,220 4,321 2,880 18,857 162
Department Request 26,220 4,321 2,880 18,857 162

Capitol Complex L eased Space. The Department leases 101,685 square feet of capital complex
spacein the State Services Building at 1525 Sherman St. The Committee has not yet set the ratefor
capital complex space so the corresponding appropriation is pending Committee approval of
a common policy for capitol complex leased space.
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Security for State Services Building. This appropriation, which resulted from a 2008 Decision
Item, paysfor security at the State Services Building, the Capital Complex building that housesthe
Department of Law. A rotating group of uniformed State Patrol troopersprovidein-building security
from 8 am.to 5 p.m. daily.

The following table shows the original implementation plan for the 2008 decision item:

Security for State Services Building | mplementation Plan FY 2008-09 FY 2009-10 FY 2010-11

1.5 FTE of uniformed State Patrol troopers to provide in-building
security from 8 am. to 5 p.m. daily. (The cost is higher in the first

year because of training and equipment costs.) $147,807 $128,693 $128,693
Enhanced card/keypad access control 111,225 68,000 0
Total $259,032 $196,693 $128,693

Recently staff learned that the State Patrol expectsto provide security servicesfor $120,918 in FY
2010-11, which lead's to the following recommendation:

Security for State Services Building Total GF CF RF FF FTE
FY 2009-10 Appropriation 196,693 73,989 15512 101,938 5254 0.0

3™ year impact of 2008 DI #1a, Security for
the Attorney General's Office, adjusted for

reduced State Patrol costs. (75,775) (28,504) (5976) (39,271) (2,024) 0.0
FY 2010-11 Recommendation 120918 45485 9,536 62,667 3230 0.0
FY 2010-11 Request 196,693 60,775 16461 113970 5487 0.0

Though there is no FTE appropriation to the Department of Law, 1.5 FTE of state troopers are
assigned to the building. The fund split calculations underlying the above recommendation are
approximate. Staff requestspermission to consult withthe Department and adjustment the fund split
as necessary.

Communications Services Payments. Staff recommendation is pending the approval of a
common policy for thisline item.

Attorney General Discretionary Fund. Staff recommends $5,000 General Fund for thisline
item. Section 24-9-105 (1) (c), C.R.S,, authorizes the General Assembly to appropriate $5,000 of
discretionary funds to the Attorney General to use for official business purposes.

(2 LEGAL SERVICESTO STATE AGENCIES (LSSA)

ThelLega Servicesto State Agencies(LSSA) division provideslegal servicesto other state agencies
as authorized by Section 24-31-203, C.R.S. The Attorney Genera's office operates under the
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"Oregon" plan; state agencies purchase legal services from the Department much as they would
purchase legal servicesfrom aprivate-sector law firm. These client agenciesreceivelegal-services
appropriations in their section of the Long Bill. The Department of Law collects payments from
these agencieswhenit provideslegal services. In order to spend themoney it receivesto pay salaries
and related expenses the Department of Law also requires an appropriation. Thus, whenever the
General Assembly makesan appropriation to astate agency for legal services, an equal appropriation
must be made to the Department of Law so it can spend the money it receives. In most cases, the
appropriation to the Department of Law isclassified asreappropriated funds. In someinstances, the
Department receives paymentsfrom other partsof state government that have not been appropriated,
such aslegal work for the State Fair or for auniversity. When received, such paymentsareclassified
as cash funds. For Fiscal Year 2009-10, appropriations for the Legal Services to State Agencies
division represent 52 percent of the Department'stotal budget and 55 percent of itstotal FTE. About
93 percent of the Division's funding is reappropriated funds, the remainder is cash funds.

Personal Services. The appropriation in the Long Bill for personal servicesin the Legal Services
to State Agenciesdivisionisareflection of the state'sneed for legal services. These servicesderive
from legal-services appropriations in the Long Bill and special bills and from "non-appropriated”
legal-services needs of such entities as PERA and state institutions of higher education.

The LSSA division hastwo classes of employeeswho bill client agencies: attorneysand paralegals,
who are also called legal assistants. Each "billing" attorney and paralegal provides 1800 hours of
legal servicesannually. Attorneyshill at auniform hourly attorney rate, no matter how experienced
they may be and al paralegals bill at a uniform hourly paralega rate that is also independent of
experience. The blended legal rate, presented later, is a weighted average of these two rates; it is
used to compute the Long Bill appropriations for legal services for the various agencies of state
government as well as the legal services appropriations in special hills.

The following table summarizes the legal services change between FY 2009-10 and FY 2010-11.

Legal FTE
Hours  Equivalent
Legal services appropriationsin the FY 2009-10 Long Bill 337,850 187.7
Legal services appropriationsin 2009 session billsfor FY 2009-10 and in the 5,518 31
Department of Law's supplemental bill for FY 2009-10
Estimate of non-appropriated legal service supplied to state entities for FY 2009-10 11,418 6.3
Total legal servicesfor FY 2009-10 354,786 197.1
Legal services appropriations approved by the JBC for the FY 2010-11 Long Bill 345,892 192.2
Estimate of non-appropriated legal service to be supplied to state entitiesin FY 10-11 11,418 6.3
Total legal servicesfor FY 2010-11, ignoring this session's special bills 357,310 198.5
Change from FY 2009-10 to FY 2010-11 2,524 14
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Note that thistable only showsthe attorneys and paralegalsin the LSSA division who bill; thereare
additional non-billing FTE in the division: 4.0 FTE are supervisor attorneys who typically do not
bill and 23.4 FTE are support staff who never hill.

Also note that the legal services appropriations approved by the JBC for the FY 2010-11 Long Bill
reflect 2010 session decision items and base reduction items as well as the second year impact of
2009 session special bills, 2009 session decision items, and supplemental requests. Also note that
FTE appropriations in specia bills, decision items and supplementals are rounded to the nearest
tenth so the sum of the corresponding FTE appropriations often deviates from the FTE that are
needed to supply the necessary hours. The calculations in the table above are performed at the
appropriated hourslevel and converted to FTE at thefinal step to avoid the cumul ative effect of such
rounding errors.

Based on a review of the current staffing of the LSSA division, including the ratio of billing
attorneys to paralegals and the level of support staff, the Department requests that these extra FTE
be added as assistant Attorneys General, the Department's entry-level attorney position. The
Department states that the current support staff is sufficient to support these added attorneys. This
leads to the following staffing levels and the associated staff recommendation:

FY 08-09 FY 09-10 FY 10-11 FY 10-11
Staffing Summary Actual Approp. Request Recommend.
Attorneys 150.3 162.8 161.0 161.0
Paralegals and Administrative Staff 53.1 57.6 59.6 59.6
Total 203.4 220.4 220.6 220.6

The corresponding Option 8 calculation and the staff recommendation are as follows:

L SSA Personal Services Total GF CF RF FF FTE
FY 2009-10 Appropriation (including special bills

and this session’s supplementals) 18,615,721 0 1,700,540 16,915,181 0 2204
2" year impact of prior year bills and decision items (103,224) 0 0 (103224) 0 (0.8
Legal Servicesfor Decision Items and Base

Reduction Itemsin other Departments 233,725 0 0 233,725 0 14
FTE adjustment to reflect changed mix of billing and

non-billing FTE 0 0 0 0 0 (049
Fund split adjustment to reflect expected need for

cash-funded vs reappropriated-funded legal services 0 0 (118,152) 118,152 O 0.0
PERA Adjustment (414,871) 0 0 (414871 O 0.0
FY 2009-10 Recommendation 18,331,351 0 1,582,388 16,748,963 0 220.6
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Operating and L itigation. The Department of Law's operating and litigation expenses have been

consolidated in asinglelineitem sincethe FY 2003-04 Long Bill. Thefollowing table presentsthe
staff calculation of the appropriation.

L SSA Operating and Litigation Total GF CF RF FF
FY 2009-10 Appropriation (including special bills and this

session's supplemental) 1,397,011 0 0 1,397,011 0
Legal Servicesfor Decision Items and Base Reduction Itemsin

other Departments 8,503 0 0 8,503 0
FY 2009-10 Recommendation 1,405,514 0 0 1405514 O

CALCULATION OF THE LEGAL SERVICESRATES

Oncethe cost of operating the LSSA division has been determined, this cost must be translated into
billing rates that will cover these costs. As indicated above, attorneys bill at a uniform rate and
paralegashill at adifferent, uniform rate. These rates can be calculated by decomposing them into

elements;

1. An "attorney" component that covers the salaries, PERA, and Medicare of the attorneys who
supply the legal services;

2. A "paralega” component that pays the salaries, PERA and Medicare of the paralegals who
supply the legal services; and

3. A "common" component, that covers the LSSA division's other costs, such as support staff,
supervisory staff, operating expenses, leased space, etc. —i.e. acomponent that coversthe costs
that are common to attorneys and paralegals.

The following tables compute these components:

Attorney and Paralegal Components of the L egal Services Rates

a) Salary and b) Hours billed alb = attorney or paralega
related costs component of legal rate
Attorneys $14,539,548 282,600 $51.45
Paralegals $2,225,597 63,360 $35.13
Common Component of the Legal Services Rates
Total cost of running the LSSA division $25,426,617
— Salary and related costs of attorneys (14,539,548)
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Common Component of the Legal Services Rates

— Salary and related costs of paralegals (2,225,597)
a = Common Costs 8,661,472
b) Tota hoursbilled by attorneys and paralegals 345,960

alb = common costs per billed hour
= common component of legal rate $25.04

Note that the total cost of running the LSSA division includes allocations of centrally appropriated
items ("Pots") and indirect cost recoveries from the LSSA division.

The legal rates are then computed as follows:

Attorney billing rate = Attorney component + Common component
= $51.45 + $25.04
= $76.49 per hour

Paralegal billing rate = Paralegal component + Common component
= $35.13 + $25.04
= $60.16 per hour

The blended legal rate, which is used to convert appropriations of hours into an equivalent dollar
appropriation for the Long Bill, is then aweighted average of the attorney and paralegal rates:

Attorney hourly billing rate * Proportion of total hours billed by attorneys
+ Paralegal hourly billing rate * Proportion of total hours billed by paralegals

Blended legal rate
$73.50 per hour

As compared with last year, the attorney rate has decreased from $75.38 to $73.50.

Staff calculated the blended legal rate before the Committee approved appropriations for al the
numbers that go into the computation. For example, in several cases Staff used the requests that
OSPB and the departments submitted. Staff requests permission to modify the blended legal
rate, usingthetechniquedescribed above, totakeintoaccount any changesthat the Committee

may approve.

Requested Changein Legal ServicesBilling Policy

The Department requests that the blended legal rate be increased enough to pay for legidative and
fiscal bill review by the Department. There would be no reduction in the number of hours that
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Department of Law attorneyswork, they would simply stop billing client agenciesfor thesereviews
and would charge correspondingly more for billed work. Staff estimates that this change would
increase the blended legal rate by about 50 cents per hour.

Background: Duringthecourseof asession of the General Assembly, attorneysat the Department
of Law review most of the bills that are introduced. Some of these reviews are "fiscal" reviews,
which are performed in response to requests from the Legislative Council to determine the cost to
the Department of Law of implementing the proposed legislation. Othersare "legidlative" reviews
that are conducted in accord with the Attorney Genera'sobligation to serve as"thelegal counsel and
advisor of each department, division, board, bureau, and agency of the state government other than
thelegislative branch." (Section 24-31-101 (1) (a), C.R.S.) When the Department of Law conducts
thesereviewsfor legidlation that affects one of itsclient agencies, the Department billsthe client for
the attorney time spent performing the review. Recently, these review charges have caused tension
with clients.

Analysis. JBC staff has spoken with attorneysin several parts of state government about the merits
of the Department'slegislativereview practices. Among the moreinteresting argumentsand counter
arguments are the following:

» Though the Attorney General has no explicit statutory duty to review bills, he is charged with
defending the constitutionality of every bill that becomes|aw and hasapre-enactment obligation
to make surethat bills pass constitutional and statutory muster. Othersnote, however, that if the
Attorney General publicly questions the constitutionality of a bill that later becomes law, he
would haveto recuse himself from alawsuit challenging the law and the state would haveto turn
to outside counsel.

* Reviewsby the Department of Law are delegated to one of the Department's over 200 attorneys.
Theseattorneyshave specialized knowledge of their assigned departmentsand of related statute.
They work with therelevant law on aday to day basis, which givesthem aperspective that other
attorneysin state government lack. Asaconsequence they may see problems that others miss.
However, in responseto Staff inquiries, no one has been ableto cite aspecific example of acase
in which a Department of Law review uncovered a significant problem that would not have
otherwise have come to light.

» Bill review helpsthe Department of Law's attorneys keep abreast of changesin the law and thus
helps them serve their clients better. Thisis no doubt true, but one attorney noted that when a
client agency pays for a bill review, the client should have control of the work product. The
Department of Law should not be free to use the results of the review without the client's
permission.

Staff concludesthat the casefor legislativereview isnot strong enough to warrant paying for

the practicethrough an appropriation, which isbasically what the Department requestswith
thisdecision item.
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Staff believes the case for funding fiscal note review is stronger because fiscal review, unlike
legidativereview, isusualy mandatory. Inaddition, Staff knowsof acaseinwhich aclient agency's
reluctance to pay the Department of Law for fiscal note work made it very hard for the fiscal note
analyst to gather the information he needed to write afiscal note. However, Staff does not believe
that these considerations are enough to tip the balance in favor of the Decision Item.

Indirect Cost Assessment. Indirect cost assessments are the means by which the Department
charges its cash and federally funded programs for the services provided by its Administration
Division. The indirect assessments are based upon the number of cash and federally funded FTE
whowork ineach division. The source of thesefundsisrevenue collected from other State agencies
for legal services provided by the Department of Law.

Theindirect cost assessment will be computed after the Committee makesits final decisions
on all pending common policy items. Staff requests permission to insert the resulting
appropriation in the Long Bill.

(3) CRIMINAL JUSTICE AND APPELLATE
Thisdivision is comprised of the following units:

Specia Prosecutions Unit

Appellate Unit

Medicaid Fraud Control Unit

Peace Officers Standards and Training (POST) Board Support
Victims Assistance

Each of these subdivisions is a program, meaning that it receives a single appropriation that the
Department allocates between persona services and operating expenses.

Special ProsecutionsUnit. Thisunit, which operatesunder the general authorization of Section 24-
31-105, C.R.S,, investigates and prosecutes crimes in the following areas:

Programs supported by the General Fund:

 Complex Crimes, which deas with a wide variety of criminal activity including
methamphetamine rings, auto theft rings, white collar crime, and tax fraud.

» Gang Prosecutions, which deals with criminal activity by gangs. The group often works
collaboratively with local law enforcement and often prosecutes cases under the Colorado
Organized Crime Control Act, which issimilar to federal racketeering laws. The unit also
conducts training and outreach programs that combat gang activity.

18-Mar-2010 26 LAW-fig



Environmental Crimes, which investigates and prosecutesillegal discharge and disposal of
hazardous waste.

Foreign Prosecutions, which pursuesforei gn national swho commit murder and other crimes
in Colorado and subsequently flee to Mexico. Typically these individuals are prosecuted,
convicted, and sentenced to prison in Mexico, even though the crimes were committed in
Colorado. These prosecutions require specialized knowledge and resourcesthat are usually
lacking at the local level.

Homicide Assistance Team (HAT), which provides investigative and prosecutorial support
tolocal district attorneysfor active, cold-case, and death-penalty-eligible homicides. A local
district attorney must request the assistance and the Attorney General must approve.
Requestsfor assistance generally exceed avail ableresources. Theteam also handles appeals
of death penalty convictions in both state and federal appellate courts.

Program supported exclusively by cash funds:

Workers Compensation Fraud, which investigates and prosecutes employees who
fraudulently claimworkers compensation paymentsfrom Pinnacol Assuranceand employers
who fail to pay required workers compensation insurance premiums. The program's cash
funds come from payments made by Pinnacol Assurance.

Programs supported by a combination of cash funds and General Fund:

Securities Fraud, which investigates and prosecutes violations of state securities laws.
About athird of the securities casesthat the Division pursues arereferralsfrom the Division
of Securities in the Department of Regulatory Agencies; the remaining cases result from
complaints that the Unit receives directly from victims, victims' attorneys, and District
Attorneys. The programisfunded by aGeneral Fund appropriation plusreappropriated funds
that are initially appropriated from the Division of Securities Cash Fund to the Division of
Securities in the Department of Regulatory Agencies on the Securities Fraud Prosecution
line and are then transferred to the Department of Law pursuant to Section 11-51-603.5,
C.R.S. Most of this transfer is directly allocated to the Special Prosecutions unit; the
remainder pays for indirect costs and central appropriations. The cash fund transfer from
DORA for securities fraud equaled $501,028 in 2009-10 while the General Fund
appropriation for securities fraud totaled $143,553.

Insurance Fraud, which investigates and prosecutes insurance fraud, including insurance
agent fraud and claimant fraud, and violations by bail bonding agents. About 90 percent of
the Unit's cases result from referrals from the Division of Insurance in the Department of
Regulatory Agencies. Over the last two years, cases have broken down as follows:
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17% bail bonding agents,
22% producers/insurance industry employees,
61% individuals or businesses with fraudulent claims.

Funding for the Insurance Fraud program comes from two sources:

e A $425 annua fee paid by each insurance entity regulated by the Division of
Insurance as required by Section 10-3-207 (1) (e), C.R.S. Thisfeeraised $705,500
during FY 2008-09, which was deposited in the Division of Insurance Cash Fund.
These moneys are appropriated on the Insurance Fraud Prosecution line within the
Division of Insurance and then reappropriated to the Department of Law.

» Expensesof the Insurance Fraud program in excess of thisamount comefrom atwo-
step appropriation to the Department of Law from the Division of Insurance Cash
Fund, but are in reality financed by the General Fund because of the way that the
Division of Insurance Cash Fund works. Section 10-3-209, C.R.S., imposes a 1
percent to 2 percent tax on many insurance premiums paid by Coloradans and the
revenues from these taxes are transferred to the General Fund, but not until an
amount, not to exceed 5 percent of premium tax revenue, is transferred to the
Division of Insurance Cash Fund to make up for any shortfalls that the fund may
experience in meeting its other obligations, such as the shortfalls involving funding
for the Department of Law's insurance fraud investigations and prosecutions. In
effect, the General Fund paysfor any insurance-fraud shortfall. Staff estimates that
inFY 2010-11 the programwill receive$170,000 of hidden support fromthe General
Fund.

The Specia Prosecutions Unit often focuses on multi-jurisdictional casesthat would be difficult or
impossible for local law enforcement personnel to pursue because local units lack the authority to
investigate and prosecute crimes outside of their jurisdictions.

Recommended Insurance Fraud Legidlation: Staff recommends that the Committee sponsor
legislation that:

1. Increase the $425 fee imposed by Section 10-3-207 (1) (e), C.R.S., to alevel that will produce
enough revenue to fully cash fund Department of Law's insurance fraud program. Staff estimates
that this would decrease the FY 2010-11 General Fund appropriation to the Special Prosecutions
Unit by $170,000 and increase the cash funds appropriation by an exactly offsetting amount.

2. Establish a separate Insurance Fraud Cash Fund into which revenues from the fee will be

deposited and appropriate directly from this cash fund to the Department of Law for insurance fraud
investigations and prosecutions. This will remove the Division of Insurance Cash Fund and the
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General Fund from the pictureand will assurethat the Department of Law'sinsurancefraud program
runs exclusively off of the revenue received from the fee with no hidden General Fund subsidy.

3. Establish an automatic mechanism by which the fee will be adjusted so that it brings in just
enough revenue to cover the appropriation that the General Assembly makesto the insurance fraud
program, plus athree months reserve in case revenues decline unexpectedly. Thus during figure
setting for the Department of Law, the Committee's appropriation decisionswould implicitly set the
feejust asthe Committee's appropriation decisionsfor theLegal Servicesto State Agenciesprogram
set the blended legal rate —i.e. set the fee for legal services. If the feeisfixed in statute, a deficit
would probably reappear within afew years.

4. The Department of Law hasindicated that theinsuranceindustry issupportive of thefeeincrease.

If thishill is enacted and the Department builds up the reserve over a 3 year period, Staff estimates
that the annual fee would rise from the $425 to $571 for FY 2010-11. Of this increase, $44 is
reserve building, so the underlying increase in fees after the reserve is established would be $102
annually.

Appropriation for theSpecial ProsecutionsUnit: Thefollowingtablesummarizesstaffinglevels
within the division:

FY 08-09 FY 09-10 FY 2010-11 FY 2010-11

Staffing Summary Actual Approp. Request Recommend.
Attorneys 11.6 12.0 12.0 12.0
Investigators 11.6 13.0 13.0 13.0
Administrative Staff 59 6.0 6.0 6.0
Total 29.1 31.0 31.0 31.0

The corresponding Option 8 calculation and the resulting staff recommendation, along with the
Department's request, follow:

Special Prosecutions Unit Total GF CF RF FF FTE
FY 2009-10 Appropriation 2,774,416 1,481,059 221,805 1,071,552 0 310
Reverse General Fund reduction supplemental 131,198 131,198 0 0 0 0.0
PERA Adjustment (60,648)  (34,158) (4,646) (21,844) 0 0.0
FY 2010-11 Recommendation 2,844966 1,578,099 217,159 1,049,708 0 310
FY 2010-11 Request 2,844,966 1,578,099 217,159 1,049,708 0 310
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If the recommended insurance fraud legislation isintroduced, Staff recommends that it be included
inthe Long Bill package and that the bill include an appropriations clause that refinances $170,000
of the Unit's General Fund appropriation with cash funds.

Auto Theft Prevention Grant. This appropriation, which was added to the Long Bill during
January 2010 supplementals, gives the Department the authority to spend the auto theft prevention
grant that it recently received from the Colorado Automobile Theft Prevention Authority. These
grants are funded by the $1 annua fee that S.B. 08-060 placed on auto insurance policies in
Colorado. The Department's grant, which can potentially be renewed for four years, will fund a
specialized multi-jurisdictional auto theft prosecution team comprised of afull time prosecutor and
an investigator. The team will be able to investigate and prosecute large multi-jurisdictional auto
theft rings, particularly thoseinvolving organized criminal activity. Theteamwill also helpincrease
public awareness of auto theft, and provide training and assistance to local law enforcement
investigators and deputy district attorneys in working complex cases. The lack of access to the
statewide grand jury, and the inability of local prosecutors to act outside of their own jurisdictions
makes multi-jurisdictional criminal activity difficult or impossibleto handle effectively at thelocal
level. The Department of Law has the ability to obtain state-wide jurisdiction and can utilize the
statewide Grand Jury, pursuant to the State Grand Jury Act of Section 13-73-101, C.R.S,, to
investigate crime without regard to county or judicial district boundaries.

During supplemental sthe Department received a$72,083 cash funds 0.5 FTE appropriation for FY
2009-10to get thisprogram going. The Department requests authority to spend the remainder of the
grant, which runs from April 2010 to April 2011.

The following table presents staffing for the program.

FY 08-09 FY 09-10 FY 10-11 FY 10-11
Staffing Summary Actual Approp. Request Recommend.
Attorneys 0.0 0.3 1.0 1.0
Administrative Staff 0.0 0.2 1.0 1.0
Total 0.0 0.5 2.0 2.0

The corresponding Option 8 calculation and the resulting staff recommendation, along with the
Department's request, are presented in the following table:

Auto Theft Prevention Grant Total GF CF RF FF FTE
FY 2009-10 Appropriation 72,083 0 72,083 0 0 0.5
Authority to spend remainder of grant 174,893 0 174,893 0 0 15
PERA Reduction (not applicable) 0 0 0 0 0 0.0
FY 2010-11 Recommendation 246,976 0 246,976 0 0 20
FY 2010-11 Request 246,976 0 246,976 0 0 20
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Staff recommends that the appropriation continue to appear on a separate Long Bill line so it will
be clear that this program has no support from other funding sources once the grant ends.

Appellate Unit. This unit represents the State of Colorado in criminal cases that are appealed to
state and federal appellate courts. The casesinclude homicides, assaults, sexual assaults, kidnaping,
theft, burglary, drug related crimes, and crimes against children. The vast magjority of the cases are
appeals of convictions obtained by the State's 22 District Attorneys. The unit isfunded exclusively
by the General Fund.

Deferred implementation of H.B. 07-1054. Pursuant toH.B. 07-1054, whichincreased the number
of Colorado judges, the Appellate Unit increased in sizein FY 2008-09 by $160,334 General Fund
and 2.0 FTE and was scheduled to increase in size by $259,545 General Fund and 3.0 FTE in FY
2009-10. Theseincreases, which wereidentified inthebill's Legidative Council Staff Fiscal Note,
are a consequence of the accelerated pace at which cases are reaching the appellate courts as a
consequence of the increased number of judges.

Last year, in response to the economic downturn, the Department requested a slowed phase-in of
H.B. 07-1054; it requested that 1.0 additional FTE be added in each of Fiscal Y ears 2009-10, 2010-
11 and 2011-12. The Committee approved the additional 1.0 FTE for FY 2009-10 at a cost of
$86,515 General Fund. For FY 2010-11, the Department has again deferred this request. The
Department believes that it still needs these positions and plans to request them when the state's
fiscal situation has recovered enough to support an appropriation.

The following table presents staffing for the program.

FY 08-09 FY 09-10 FY 10-11 FY 10-11
Staffing Summary Actual Approp. Request Recommend.
Attorneys 25.3 28.0 28.0 28.0
Administrative Staff 3.0 3.0 3.0 3.0
Total 28.3 31.0 31.0 31.0

The corresponding Option 8 calculation and the resulting staff recommendation, along with the
Department's request, are presented in the following table:

Appellate Unit Total GF CF RF FF FTE
FY 2009-10 Appropriation 2,583,755 2,302,221 0 281,534 0 310
Reverse 1.82% FY 2009-10 base reduction 45,320 45,320 0 0 0 00
Reverse one-time GF refinancing 0 281,534 0 (281,534) 0 0.0
PERA Reduction (54,768)  (54,768) 0 0 0 00
FY 2010-11 Recommendation 2,574,307 2,574,307 0 0 0 310
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Appellate Unit Total GF CF RF FF FTE
FY 2010-11 Reguest 2,574,307 2,574,307 0 0 0 310

Medicaid Fraud Grant. This line item funds the Medicaid Fraud Unit, which is mandated by
federal law. The unit investigates and prosecutes criminal fraud against the Medicaid program by
individuals or companies who provide services as well as misconduct against patients at Medicaid
funded facilities, including actual and threatened physical and sexual abuse, and criminal neglect.
In addition to recovering improperly received Medicaid funds, administrative remedies include
suspension, sometimes permanently, from the Medicaid program. Fraud against Medicaid by
recipients is investigated by each county through the local office of the Department of Human
Services. The Medicaid fraud program qualifies for an enhanced Medicaid matching rate, which
means that the federal government pays 75 percent of the unit'stotal costs, whilethe State provides
the remaining 25 percent. Federal law requires that the unit be independent of the Department of
Health Care Policy and Financing, the "single state agency" that administers Colorado's Medicaid
program. Federal rules also mandate that this unit be kept separate from all other units at the
Department of Law.

Though the federal government pays 75 percent of the cost of operating the Medicaid Fraud Unit,
the State keeps at |east 50 percent of the recovered funds, in some cases more. Recovered fundsare
used to reduce the amount of General Fund that is appropriated for support of the Medicaid program
in HCPF's Medical Services Premiums Division.

Colorado spends $406 on its Medicaid Fraud Control program per $1 million dollars spent on its
Medicaid program. The following table compares this spending level with that of other states.
Colorado isin the shaded column.

Spending for Medicaid Fraud Control Per $1 Million Spent on Medicaid

§E HI_IDEI —

$250 $500 $750 $1,000 $1,250 $1,500 $1,750  $2,000
£$125  +$125 £$125  £$125  +$125  +$125 £$125 £ $125

*The number of statesison the vertical axis, spending is on the horizontal axis.

The following table presents staffing for the program.
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FY 08-09 FY 09-10 FY 10-11 FY 10-11
Staffing Summary Actual Approp. Request Recommend.
Attorneys 2.0 2.0 2.0 20
Investigators 10.0 10.0 10.0 10.0
Administrative Staff 1.7 20 20 20
Total 13.7 14.0 14.0 14.0

The corresponding Option 8 calculation and the resulting staff recommendation, along with the

Department's request, follow:

Medicaid Fraud Grant Total GF CF RF FF FTE
FY 2009-10 Appropriation 1,329,586 332,456 0 0 997,130 14.0
Reverse General Fund reduction supplemental 39,280 9,820 0 0 29,460 0.0
PERA Reduction (27,259) (6,815) 0 0 (20,444) 0.0
Fund mix adjustment to achieve a 75% FF and

25% GF funding split 0 (59) 0 0 59 0.0
FY 2010-11 Recommendation 1,341,607 335,402 0 0 1,006,205 14.0
FY 2010-11 Request 1,341,607 335,401 0 0 1,006,206 14.0

Recommended lineitem namechange: Staff recommendsthat thislineberenamed " Medicaid
Fraud Control Unit." Thisisthe namethat the Department usesto refer to the unit onitsweb site,

aswell asinternally, and it is the name that most other states give to their units.

Peace Officers Standards and Training (P.O.S.T.) Board. Pursuant to Sections 24-31-301,

C.R.S,, and following sections, the P.O.S.T. Board certifies peace officers appointed by state and
local law enforcement agencies and regul ates peace of ficer trai ning academies. Among other things,
theBoard ensuresthat all peace officersdemonstrate proficiency intheuse of firearms, arrest control
tactics, law enforcement driving, and the collection of DNA evidence.

FY 08-09 FY 09-10 FY 10-11 FY 10-11
Staffing Summary Actual Approp. Request Recommend.
Program Director 1.0 1.0 1.0 1.0
Investigator 21 3.0 3.0 3.0
Administrative Staff 15 20 20 20
Total 4.6 6.0 6.0 6.0

The corresponding Option 8 calculation, the resulting staff recommendation, and the Department's

request are as follows:
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P.O.ST. Board Total GF CF RF FF FTE
FY 2009-10 Appropriation 2,691,603 0 2691603 0 O 7.0
Reverse January Supplemental 367 0 367 0 O 0.0
PERA Adjustment (10,226) 0 (102269 0 O 0.0
FY 2010-11 Recommendation 2,681,744 0 268,744 0 O 7.0
FY 2010-11 Request 2,681,744 0 268,744 0 O 7.0

Note that the FY 2010-11 appropriation for this line item continues the $50,000 General Fund
reduction that was contained in the Department’s supplemental bill. The cash fund source is the
P.O.S.T. Board Cash Fund created in Section 24-31-303 (2) (b), C.R.S.

Victims Assistance. The Victim Rights Amendment in Article 2, Section 16a of the Colorado
Constitution, which voters approved in 1992, states that crime victims have the "right to be heard
when relevant, informed, and present at all critical stages of the criminal justice process.” The
Victims' Services Coordinator carries out the related duties when the Department handles criminal
appeals and when it prosecutes individuals in atrial court. The Coordinator, appointed under the
authority of Section 24-31-106, C.R.S., helpsover 1200 victimsannually, telling them what isgoing
onwiththeir cases, explaining timelines, possible outcomes, and generally hel ping them understand
the legal process. Sometimes the Coordinator even accompanies victims to court. Section 24-33.5-
506, C.R.S., establishes the Victims Assistance and Law Enforcement (VALE) Fund, which is
administered by the VALE Advisory Board, and mandates that a portion of the moneysin the fund
be allocated to the Department to pay for the Coordinator. The VALE Fund receives revenuesfrom
offender surchargesordered by Colorado courts. A percentage of eachlocal fund at the District Court
level isremitted to the State VALE fund.

FY 08-09 FY 09-10 FY 10-11 FY 10-11
Staffing Summary Actual Approp. Request Recommend.
General Professional 1.0 1.0 1.0 1.0
Total 1.0 1.0 1.0 1.0
The Option 8 calculation is as follows:

Victims Assistance Total GF CF RF FF FTE
FY 2009-10 Appropriation 76,086 330 0 75,756 0 1.0
PERA Adjustment (1,706) (330) 0 (1,376) 0 0.0
FY 2010-11 Recommendation 74,380 0 0 74,380 0 1.0
FY 2010-11 Reguest 74,380 0 0 74,380 0 1.0

Recommended L ong Bill Reorganization: Staff recommendsthat the Victims Assistanceline
item be combined into the Appellate Unit and that the combined unit retain the name Appellate
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Unit. Staff further recommends that the FTE for the combined unit be appropriated by fund source
rather than being combined.

Background: About 80 percent of the Victims Assistance Coordinator's work involves appellate
cases. TheVictimsAssistancelineitemisrelatively small, containing asingle FTE, whilethe much
larger Appellate unit has 31 FTE. Because the Appellate Unit is supported by the General Fund and
Victims Assistanceis cash funded there would be no loss of funding detail in the Long Bill: funding
for the Victims Assistance programwould beclearly identified intheletter notes. Thechangewould
give the Department a modest amount of extra flexibility, for example, it could use some of the
Appellate Unit's General Fund operating expense appropriation to pay operating expenses of the
Victim's Assistance program if it needed to do so, though it could not use appropriations from the
VALE Fund to support appellate work because that would be contrary to the purpose of the
Department's grant from the VALE fund.

The Department did not request this consolidation.

The Department of Law requests that the Safe-2 Tell program be transferred from the
Department of Public Safety to the Department of Law. Thisrequiresthat the appropriation to
the Department of Law be increased by $98,351 General Fund for personal services and operating
expensesand 1.0 FTE plusassociated central appropriations ($70 for Health, Life, and Dental, $122
for Short Term Disability, $2,067 for AED, and $1,721 for SAED, all General Fund). The General
Fund appropriation to the Department of Public Safety, Office of Preparedness, Security, and Fire
Safety, Office of Anti-Terrorism Planning and Training, Personal Servicesand Operating Expenses
would be decreased by the same amount, as would the central appropriations to the Department of
Public Safety.

The Safe2Tell program operates a toll-free hotline and a web site for students and others to
anonymously provide information on potential safety issuesinvolving schools and other locations.

The hotline, which is operated by the Department of Public Safety out of its Denver Call Center,
receives about 700 calls per year. When the Call Center receivesatip, it relaysit to the appropriate
authority via fax or e-mail. The Department of Public Safety receives no appropriation for the
hotline; it would continue to operate the line a no charge if the program was moved.

Since its inception the program has made presentations to over 60,000 children and others around
the state. The program emphasizes that these presentations are an important part of its mission;
among other things, the presentations educate audiences about the dangers of the" Code of Silence.”
According to Safe2Tell's literature, it has been asked on a number of occasions to help restore a
sense of safety following a school or community tragedy. Staff spoke with a security officer at an
inner city Colorado Springs high school and a police sergeant in Jefferson county, who both work
with the program. Each indicated that the program provides actionable tips. The high school
security officer spoke of a suicide that she believed was prevented by artip.
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Safe2Tell isa 501 (c) (3) non-profit organization. It was exclusively supported by private grants
prior to FY 2008-09 when the Department of Public Safety, through a decision item, requested and
received a $97,186 Genera Fund appropriation along with 1.0 FTE. This appropriation was used
to make the program director, who originally worked for the Colorado Springs Police Department,
into afull time state employee. The director isthe program’'s manager and isresponsible for raising
public awareness of the program through publications and presentations. The program, which is
based in Colorado Springs, has at two other employees who do not work for the state. Though
Safe2Tell's original funder, the Colorado Trust, made its last grant in 2006 and has stepped out of
the picture, the program has been able to continue attracting grants and donations. The following
graph shows donations over the last six years.

Government Grants and Private Contributionsto the Safe2Tell Program

$450,000 -

$400,000 -

$350,000 -

$300,000 -
$250,000 -
$200,000 -

$150,000 -

$100,000 -

$50,000 -

S0

]

2003 2005 2006 2007 2008 2009

The program operates under the provisions of Section 16-15.8-102, C.R.S., which definestheduties
of a Safe2Tell program, but it is not a state-run program. To further confuse matters, Section
22-1-126, C.R.S., whichisinthe educationtitle of statute, establishesasafe-2-tell electronic hotline
but not a program. Staff does not know what it means to establish a hotline. Safe2Tell's structure
isalso unusual because it isa501 (c) (3) with an independent board of directors and an Executive
Director who is a state employee. As a state employee, the Executive Director is under the
supervision of the Department of Public Safety but as Executive Director, she must also deal with
the Safe2Tell board. Overlapping lines of authority can be apotential source of difficulty within an
organization.

There is no specific statutory authority for a Safe2Tell program within the Department of Public
Safety or the Department of Law. Section 24-31-105, C.R.S., provides the following general
authority under which the transferred executive director would operate [italics added)]:

Thereis hereby established, withing the department of law and under the control of the attorney
general, acriminal enforcement section. The criminal enforcement section or any attorney inthe
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department of law authorized by the attorney general shall prosecute al criminal cases for the
attorney general and shall performother functions as may be required by the attorney general.

The Executive Director is a peace officer, a requirement for an investigator within the criminal
enforcement section.

For thefirst fiveyearsof itsexistence, Safe2Tell operatedin conjunction with the Colorado Attorney
Genera’ sOffice, which publicized the program and provided support. Asaconsequence of recently
concluded negotiations between the Department of Law and the Department of Public Safety, the
two departments decided that the program would benefit if it was relocated in the Department of
Law. Both Departments have said that the Department of Law would provide a more nurturing
environment for the program. The Department of Law notes that the program would complement
its Safe Surfing Initiative. The decision to request amove for the program came too late for OSPB
review, thus the Department of Public Safety did not submit adecision item. Staff understands that
OSPB does not oppose the move.

Staff Recommendsthat the Committeeapprovethetransfer and movethe Safe2Tell program
to the Department of Law. Staff recommends that it be appropriated on a separate line titled
Safe2Tell Program, rather than combining the appropriation with the Special Prosecutions section,
which appearsto be the likely alternative.

Indirect Cost Assessment. Theindirect cost assessment will be calculated after the Committee
makes its final decisions on all pending common policy items.

(4) WATER AND NATURAL RESOURCES

The Natural Resources and Environment Division protects and defends Colorado and itscitizensin
mattersrelating to natural resource and water law, including the use of surface and groundwater, oil
and gas devel opment, mining and minerals, wildlife, the clean-up of contaminated sites, the proper
storage or disposal of hazardous wastes, and protection of the state's air and water.

Federal and InterstateWater Unit. Thisunit specializesin mattersthat involve Colorado's water
compacts and interstate decrees, defending Colorado'sinterests against water rights claims made by
the federal government and other states and claims involving endangered species issues. The unit
provides legal counsel and representation for the Colorado Water Conservation Board, the State
Engineer, the Department of Natural Resources, and the State of Colorado in matters involving
federal water rightsclaims(suchasU.S. Forest Servicereserved water rightscases), compliancewith
federal regulatory programs (such as the federa endangered species act), and interstate water
allocations.
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FY 08-09 FY 09-10 FY 10-11 FY 10-11
Staffing Summary Actual Approp. Request Recommend.
Attorneys 4.5 4.5 4.5 4.5
Legal Assistants 1.0 1.0 1.0 1.0
Total 55 55 55 55

The Option 8 calculation, the Department request, and the staff recommendation are as follows:

Federal and I nterstate Water Unit Total GF CF RF FF FTE
FY 2009-10 Appropriation 500,032 500,032 0 0 0 55
Reverse Supplemental 26,840 26,840 0 0 0 0.0
PERA Adjustment (10353) (10353) O O 0 00
FY 2010-11 Recommendation 516,519 516,519 0 0 0 55
FY 2010-11 Request 516,519 516,519 0 0 0 55

Background on the Colorado Water Conservation Board and the Colorado Water
Conservation Board's Litigation Fund: The next two appropriations, Defense of the Colorado
River Basin Compact and Defense of the Republican River Compact, are funded from the Colorado
Water Conservation Board's Litigation Fund. Staff has included the following information in case
the Committee needs to know more about this funding source.

The Colorado Water Conservation Board is established in Section 37-60-102, C.R.S. The board's
budget islocated inthe Department of Natural Resources. The Colorado Water Conservation Board's
Litigation Fund, which is established in Section 37-60-121 (2.5) (@) (ll1), C.R.S., was created to
support the State in water-related litigation involving the federal government or other states. The
fund's balance, which currently equals approximately $2.2 million, derives from periodic
appropriations and transfers that the General Assembly makes into the Fund. The most recent
transfer into the fund occurred in 2009 when H.B. 09-125 (Water Conservation Board Construction
Fund), transferred moneys from Colorado Water Conservation Board Construction Fund to the
Litigation Fund. MoneysintheL.itigation Fund are continuously appropriated to the Colorado Water
Conservation Board and all expendituresfrom the fund must be approved by the Board. By statute,
the Attorney General may request moneysfrom the Litigation Fund to defend and protect Colorado's
allocations of water in interstate streams and rivers with respect to specifically identified lawsuits.

Appropriationsto the Department of Law from the Litigation Fund require two steps. Thefirst step
occurs when the Colorado Water Conservation Board uses its continuous spending authority to
allocate funds to the Department of Law. Often these allocations cover the entire life of a project;
for example, in November 2007 the Board approved $240,000 for the Defense of the Republican
River with no specification as to fiscal year. The second step occurs when the General Assembly
gives the Department the authority to expend the moneys allocated by the Colorado Water
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Conservation Board. The Joint Budget Committee could approve an appropriation that isless than
the amount approved by the Water Conservation Board. If the Committee approvesan appropriation
that exceeds the amount approved by the Board, the Board would probably revisit its alocation
decision.

Defenseof theColorado River Basin Compact. The Department usesthisappropriationto defend
Colorado's interests in the 1922 Colorado River Compact (found in Section 37-61-101, C.R.S),
which apportioned Colorado River water between Upper and Lower Basin states, and the 1948
Upper Colorado River Basin Compact (Section 37-62-101, C.R.S.), which apportioned upper basin
water among Colorado, Utah, Wyoming and New Mexico. Water from the Colorado River and its
tributaries constitutes more than 75% of the state's total water supply.

Thisline item was created by the Department's FY 2005-06 supplemental in response to concerns
that major legal action concerning the Colorado River Compactswasimminent. The appropriation
was designed to prepare the state for and represent the state in Colorado-river litigation.

Though the anticipated legal battles did not materialize, the Department now believesthat the State
has entered a period in which the Colorado River requires continuous monitoring and legal work,
with the ever-present prospect that of alarge legal battle, especially if a drought develops. During
the five years since this line item was added to the Long Bill, the Department has used the
appropriation to:

» Develop a litigation-support database that will cover the entire historical record of the river
compacts. The database makesit much easier to identify and retrieve relevant documents when
disputesarise. The databasewill probably be finished by the end of FY 2010-11, at which time
it will enter a maintenance phase.

* Monitor and when necessary joinlegal casesinvolving theriver. Participatein relevant talksand
negotiations.

» Research legal questions that have a significant probability of arising in the future.

* Helpthe State Engineer devel op aset of rulesthat specify how Colorado would deal within-state
curtailment of water rights resulting from a Colorado River Compact call.

* Monitor operation of the river, river storage facilities, water projects, and plans affecting the
river, participating in these matters when necessary to protect Colorado's rights.

Thanks to the lack of major litigation, expenditures from the line have been consistently less than
appropriations.

Sinceitsinception, thislineitem has been supported with aseriesof grantsfrom the Colorado Water
Conservation Board's litigation fund. The following table show the grants that have been received:
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Date Grant
2005 $250,000
3/2006 758,880
9/2007 615,452
11/2008 191,000
11/2009 265,000
Totals $2,080,332

The Department and the Water Conservation Board have warned that this support will not continue
indefinitely. At some point in the future the Department believes it will be necessary to give this
program General Fund support. Dueto thereductioninfunding, staff isrecommendingal.0 FTE,
$133,329 reduction for the program.

The following table summarizes program staffing:

FY 08-09 FY 09-10 FY 10-11 FY 10-11
Staffing Summary Actual Approp. Request Recommend.
Attorneys 3.0 3.0 3.0 20
Lega Assistants 1.0 1.0 1.0 1.0
Total 4.0 4.0 4.0 3.0

The Option 8 calculation, the Department request, and the staff recommendation follow.

Defense of the Colorado River Basin Compact Total GF CF RF FF FTE
FY 2009-10 Appropriation 473,329 0 473,329 0 0 40
Funding Reduction (133,329) 0 (133,329 0 0 (10
PERA Reduction (6,983) 0 (6,983) 0 0 00
FY 2010-11 Recommendation 333,017 0 333,017 0 0 30
FY 2010-11 Request 333,017 0 333,017 0 0 30

The fund source is the Colorado Water Conservation Board's Litigation Fund.

Defense of the Republican River Compact. The Republican River Compact between Colorado,
Kansas, and Nebraska, which can be found in Section 37-67-101, C.R.S., governsthe use of water
in the Republican River Basin, which lies in northeastern Colorado, southwestern Nebraska and
northwestern Kansas. In 1998, K ansas sued Nebraskaand Colorado, alleging overuse of river water.
In 2003, the three states entered into a settlement decree to resolve the dispute, but in 2007 Kansas
began legal action against Nebraska, claiming that state was not doing enough to comply. Note that
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Colorado isin compliance with the Compact, or close to being in compliance, while Nebraskais
far from compliance. Thethree states are now involved in amandatory but non-binding arbitration
process, which must be completed before the states can go to the U. S. Supreme Court, which has
original jurisdiction. Pursuant to the arbitration, moneys are now being spent on engineering and
modeling experts.

Staff recommendsthat the Committee approve an appropriation of $110,000 cash fundsfor
the Defense of the Republican River Compact. The funding source is the Colorado Water
Conservation Board litigation fund.

Consultant Expenses. Thislineitemisbeing used to make paymentsto the private counsel that has
represented Colorado during its 25-year legal fight with Kansas over the Arkansas River Compact.

Background: In 1985 Kansas filed a complaint with the U.S. Supreme Court, which had original
jurisdiction, asserting that Colorado was violating the 1948 Arkansas River Compact. A court-
appointed Special Master subsequently concluded that Colorado had indeed violated the Compact
by pumping too much water from wells near theriver. The Supreme Court basically agreed with the
Specia Master's findings, and ordered Colorado to pay Kansas approximately $34 million in
damages, including interest. In January 2008, the Special M aster issued afinal recommendation that
included complex rulesdesigned to assure Col orado'scompliance with the Compact. Oncefinalized,
Coloradowill haveto comply withtheserulesfor theindefinitefuture, whichwill require continuing
legal work. InMarch 2009, the U.S. Supreme Court upheld the Special Master'sruling that feesfor
expert witnesses should be $162,927 ($40 per day, based on an old law), not the $9.2 million extra
sought by Kansas.

Sincethe beginning of thisdispute, Colorado hasrelied on the same outside counsel for legal work.
The case appears at long last to be winding down. The Department is gradually reducing reliance
on outside counsel and shifting the legal work in-house, arapid transition being impossible because
of the case's complexity.

Staff recommends a $50,000 cash funds appropriation for thisline item, which is a $50,000
reduction from the prior year. The fund source is the Attorney Fees and Costs Cash Fund.

Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA). This
line item provides funding for the Department's CERCLA Litigation Unit, which uses the federal
Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA) todirect and
finance clean up and restoration of sites that have been contaminated by hazardous substances.

Most CERCLA cases can be divided into two phasesthat are handled in separate legal proceedings.
The first phase focuses on remediation -- the disposal and treatment of hazardous substances at a
pollution site. The second phase focuses on compensation for the environmental degradation that
remains after remediation.
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During the first phase of a CERCLA case, the CERCLA Litigation Unit works closely with the
Department of Public Health and Environment (CDPHE), providing legal advice and, where
possible, helping CDPHE to induce the responsible party, vianegotiation or litigation, to undertake
appropriate cleanup measures. In some cases the Unit is also able to recover costs that the state
incurred while dealing with the polluted site and the polluter; sinceitsinceptionin FY 1984-85, the
CERCLA Litigation Unit hasrecovered morethan $28 million for the General Fund and $10 million
for the Hazardous Substance Response Fund. The Unit isinvolved with 10 CERCLA sitesin the
state, including Rocky Mountain Arsenal and California Gulch, which are rapidly winding down,
and Summitville Mine.

During the second phase of a CERCLA case, the Department tries to win compensation from the
polluter for "Natural Resource Damages' — the environmental degradation that remains after
remediation. Under CERCLA's rules, any recovery that the state receives must be spent on the
restoration, replacement or acquisition of equivalent natural resources; the state could not, for
example, use arecovery to support the General Fund.

Staffing for the CERCLA Litigation Unit is as follows:

FY 08-09 FY 09-10 FY 10-11 FY 10-11
Staffing Summary Actual Approp. Request Recommend.
Attorneys 25 2.9 2.9 29
Legal Assistants 14 0.6 0.6 0.6
Total 39 35 35 35

Note that the CERCLA Litigation Unit shrunk morethan 75 percent in the last decade; in 1994, the
Unit had 19.0 FTE. The reduction in CERCLA work reflects the following factors:

1. Colorado has worked through the backlog of big cases that existed when CERCLA became
federal law in 1980. Concerned that the statute of limitations might expire, the Department filed
lots of casesin the early years. It took years to work through them.

2. Colorado now detects pollutersmore quickly, beforethe pollution growslargeand requiresmore
extensive legal work.

3. Companiesthat own older industrial sites sometimes avoid doing thingsat those sitesthat could
uncover hazardous waste and thus produce a CERCLA case — ignorance can be bliss when
potential CERCLA liabilities are involved.

4. Ascasesmature, thework istransitioning to Natural Resources Damages claimsand away from

cleanup, which often requires quick, intense legal action. Natural Resources Damages can be
pursued more leisurely, with fewer attorneys, since they involve no imminent risk to health.
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CERCLA portion of Budget Amendment-Base Reduction Item #2: For the reasons outlined
above, the Department requests and Staff recommendsthat the General Fund appropriation for
the CERCLA line be reduced by $30,606 General Fund, i.e. by 10 percent, and by 0.8 FTE,
which continues reductions approved during supplementals.

The next table presents the corresponding Option 8 calculation and the resulting staff
recommendation:

CERCLA Total GF CF RF FF FTE
FY 2009-10 Appropriation 314,024 288,146 0 25878 0 35
Reverse January Supplemental 77,154 77,154 0 0 0 0.0
PERA reduction (8,216) (8,216) 0 0 0 00
FY 2010-11 Recommendation 382,962 357,084 0 25878 0 35
FY 2010-11 Request 382,962 357,084 0 25878 0 35

The reappropriated funds portion of this appropriation comes from the Hazardous Substance
Response Fund, which is administered by the Department of Public Health and Environment. The

corresponding appropriation is in the Department of Public Health and Environment's Hazardous
Materials Division.

CERCLA Contracts. Thislineitem providesfunding for contractors who support the work of the
CERCLA litigation unit. Thesecontractorsincludeexpert witnesses, scientistsknowledgeabl e about
hazardous waste, hydrol ogists knowledgeable about the movement of polluted ground water, and
economists knowledgeable about the value to be placed on natural resource damages.

Aswith the previous line item, the reappropriated funds portion of this appropriation comes from

an appropriation in the Department of Public Health and Environment's Hazardous Materials
Division.

CERCLA Contracts Total GF CF RF FF FTE
FY 2009-10 Appropriation before supplementals 520,000 0 0 520,000 0 0.0
Reverse January Supplemental (20,000) 75,000 0  (95,000) 0 0.0
FY 2010-11 Recommendation 500,000 75,000 0 425,000 0 00
FY 2010-11 Request 500,000 75,000 0 425,000 0 00

The Department indicates that the $25,000 of reappropriated funds obtained from CDPHE during
supplementals, which allowed $25,000 of General Fund to be refinanced as shown in the table
above, was a one time transfer that it was not expected to continue.
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L ong Bill PackageRecommendation: HouseBill 10-1329 (Peniston/Boyd), which was schedul ed
to be heard by the Senate Heal th and Human Services Committee on March 17, imposes aper-cubic-
yard "tipping" fee on hazardous waste haulers. Up to 3.5 cents per cubic yard of this fee can go to
the Department of Law for CERCLA work. Staff hasrequested that thishill bereferredto the Senate
Appropriations Committee. Staff recommends that the Appropriations Committee add an
appropriations clause to the bill that refinances the General Fund in the CERCLA and
CERCLA Contractslinesof the2010-11 L ong Bill with cash fundsfrom thetippingfee. When
POTS areincluded, the Genera savingsislikely to be about 500,000. Staff further recommends
that thisbill beincluded in the Long Bill package.

Natural Resour ce Damage Claimsat Rocky M ountain Arsenal. Havingwonitsnatural resource
damage case against Shell Oil Company and the U.S. Army over pollution at the Rocky Mountain
Arsenal, the department is now contracting with Stratus Consulting of Boulder in order to identify
grantees to whom the award can be distributed. Having learned that work is continuing to wind
down on this job, staff recommends a reduction of $45,000.

Natural Resource Damage Claimsat RMA Total GF CF RF FF FTE
FY 2009-10 Appropriation 195,000 0 195,000 0 0 0.0
Reduced suppor for Natural Resource Damages

Claims at Rocky Mountain Arsenal (45,000) 0 (45,000) 0 0 0.0
FY 2010-11 Recommendation 150,000 0 150,000 0 0 0.0
FY 2010-11 Request 195,000 0 195,000 0 0 0.0

The source for this appropriation is the Hazardous Substance Response Fund.

Indirect Cost Assessment.

There are two sources of cash funds within the Water and Natural Resources Division: (1) The
Colorado Water Conservation Board's Litigation Fund, which supports the appropriations for the
Defense of the Republican River Compact and the Defense of the Colorado River Compact, and (2)
The Hazardous Substance Response Fund, which either directly or indirectly supportsthe Division's
CERCLA lineitems. The Department has never charged indirect coststo these fund sources
and staff recommends that this practice continue. Almost al of the Hazardous Substance
Response Fund appropriations are going directly to contractors, which means that these
appropriationsimpose little overhead on the Department. A ppropriations from the Colorado Water
Conservation Board's Litigation Fund should not be charged overhead for two reasons: (1) the Water
Conservation Board all ocated these moneys believing that they would not be charged overhead, (2)
the Department of Law has never charged overhead to specid litigation line items.
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(5) CONSUMER PROTECTION

The Consumer Protection Division protects Colorado consumers and business against fraud and
maintains a competitive business environment. It does this by enforcing state and federal laws
regarding consumer protection, antitrust, consumer lending, mortgagefraud, predatory lending, debt
collection, rent-to-own, and credit repair.

Consumer Protection and Anti-Trust. The Anti-trust and Consumer Fraud Unit investigates and
prosecutes fraudulent trade and advertising practices in a variety of areas, such as telephone
solicitation (including Colorado's "no-call" list), automobile repossession, health clubs, and
manufactured homes. Much of thestatutory authority for itsfraud-enforcement activitiesstemsfrom
the Colorado Consumer Protection Act of Article 1, Title6, C.R.S., whichenumeratesawidevariety
of deceptivetrade practices. Three mortgage-broker bills enacted during the 2007 session, H.B. 07-
1322, S.B. 07-203 and S.B. 07-216, expanded the Consumer Protection Act and added to the Unit's
funding. Asaconsequence of thesebills, unconscionable actionsby amortgage broker or amortgage
broker's failure to act in good faith and deal fairly with clients constitute deceptive trade practices
under the Act.

The Unit's anti-trust responsibilities stem from the Colorado Antitrust Act in Article 4 of Title 6,
C.R.S. and from federal anti-trust laws, such as the Sherman Act. The Unit uses this authority to
investigate and prosecute price fixing, bid rigging, and illegal attempts to monopolize industries.

As authorized by Section 24-31-402, C.R.S., the Anti-trust and Consumer Fraud Unit also works
with the Department of Revenue to enforce the laws that govern "non-participating” tobacco
manufacturers, i.e. manufacturers who have not joined the tobacco Master Settlement Agreement.
(Section 39-28-201, C.R.S.,, and following sections.)

FY 08-09 FY 09-10 FY 10-11 FY 10-11
Staffing Summary Actual Approp. Request Recommend.
Attorneys 9.5 10.0 10.0 10.0
Legal Assistants 2.0 2.0 2.0 2.0
Investigators 4.0 4.0 4.0 4.0
Administrative Staff 3.6 5.0 5.0 5.0
Total 191 21.0 21.0 21.0

The Option 8 calculation, the Department's request, and staff's recommendation follow:

Consumer Protection and Anti-Trust Total GF CF RF FF FTE

FY 2009-10 Appropriation 1,701,987 795549 663,695 242,743 0 210
Reverse FY 2009-10 1.82% base reduction 30,502 15,222 11,193 4,087 0 0.0
Reverse Furlough Supplemental 117,333 117,333 0 0 0 0.0
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Consumer Protection and Anti-Trust Total GF CF RF FF FTE
PERA Adjustment (35,753)  (21,048) (9,931) (4,774) 0 0.0
FY 2010-11 Recommendation 1,814,069 907,056 664,957 242,056 0 210
FY 2010-11 Request 1,814,069 907,056 664,957 242,056 0 210

The cash funds in this recommendation derive from:

* The Public Utilities Commission for work supporting Colorado's no call list

* The Building Regulation Fund for consumer protection work on mobile homes

» The Defense Account of the Tobacco Litigation Settlement Cash Fund for non-participating-
tobacco manufacturer enforcement work, and

» Various court awarded settlements that the Department has received.

The reappropriated funds come from an appropriation in the Department of Regulatory Agencies
Division of Real Estate from the Mortgage Brokers Cash Fund that istransferred to the Department
of Law to support the Unit's consumer protection activities related to mortgage brokers. The
authority for this appropriation and the related transfer are found in Section 12-61-904.5, C.R.S.

Collection Agency Board (CAB). Thislineitem supportsthe Collection Agency Board Unit, which
enforces the Fair Debt Collection Practices Act (Article 14 of Title 12, C.R.S.) and the related
Colorado Child Support Collection Consumer Protection Act (Article 14.1 of Title 12, C.R.S.).
Thesetwo Actsprotect (1) creditor firmsand parentswho engage coll ection agenciesto collect debts
ontheir behalf, and (2) the debtor consumersand parentswho are the subj ect of the collection efforts
of those agencies. The two acts forbid a number of abusive debt collection practices and require
collection agencies to obtain bonds that are designed to increase the likelihood that creditor firms
and parentswill receivefundsrecovered on their behalf. The Collection Agency Board Unit licenses
over 600 collection agencies, investigates complaints of unlawful activity, takes disciplinary action
against agencies that violate the law, and provides consumers with self-help information about the
law. Collection agency license fees, which are deposited in the Collection Agency Cash Fund, pay
the costs of operating the Unit. These fees are set by the Department and are adjusted annually to
cover the Unit's costs, pursuant to Section 12-14-119 (5), C.R.S. Thus the General Assembly's
appropriations for this line item drive the licensing fees. Penalties assessed against licensees are
typically split between the General Fund and the Collection Agency Board Custodial Fund.

Uniform Consumer Credit Code (UCCC). This line item supports the Consumer Credit Unit,
which derives the majority of its duties from the Consumer Credit Code in Title 5 of the Colorado
Revised Statutes. The unit's name derives from the Uniform Consumer Credit Code ("UCCC"),
upon which substantial parts of Title 5 are based. Among the more important components of the
Consumer Credit Code are:

1. The Consumer Equity Protection Act in Article 3.5, which governs certain high cost
mortgages, i.e. mortgages with interest rates and/or fees that exceed triggersthat are tied to
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other interest rates in the economy. This Act applies to high rate or high fee home equity
loans and high rate or high fee mortgage refinancing, but does not apply to mortgages that
are used to initially acquire ahome.

2. The Deferred Deposit Loan Act in Article 3.1, which applies to payday lenders; and

3. TheRental Purchase Agreement Act in Article 10, which governs rent-to-own agreements.

Lenderswho are subject to the Consumer Credit Code arelicensed by the Department and are known
as"supervised lenders." Approximately 38 percent of these supervised lendersare high rate or high
feemortgage lendersand 47 percent are payday lenders. Licensefees, which are set under authority
of Section 5-2-302, C.R.S., and are deposited in the Uniform Consumer Credit Code Cash Fund
established in Section 5-6-204, C.R.S., cover the cost of operating the program. These fees are
adjusted annually by the Department pursuant to Section 5-6-203 (5), C.R.S,, and are set at levels
that cover the cost of running the Unit. H.B. 09-1141, which awaits the Governor's signature,
simplified the fee structure, removed statutory caps on program fees and set areservelimit equal to
one third of annual program expenditures.

The Consumer Credit Unit protects borrowers from abusive practices by these lenders, such as
interest rates that exceed legal limits, prepayment penalties, inadequate disclosure of the cost of
credit, fraudulent rent-to-own schemes, abusive repossessions, and unreasonable collection costs.
The Consumer Credit Unit also enforces the Credit Services Organization Act contained in Part 1,
Article 14.5 of Title 12, which substantially limits "credit repair” services. Asaconsegquence of the
restrictive rules, very few companies offer such services. Appropriations from the Uniform
Consumer Credit Code Cash Fund pay the cost of operating the program. In 2008, the Unit began
enforcing the Uniform Debt Management Services Act contained in Part 2 of Article 14.5 of Title
12, which was added to statute by S.B. 08-57. The Act regulated debt management services, which
attempt to negotiate reduced interest rates and balance reductions on behalf of financially stressed
creditors.

Decision Item 2: Combinethe Collection Agency Board and the Uniform Consumer Credit
Codeunitsintoanew Consumer Credit Unit. The Department requeststhat the currently separate
Long Bill appropriationsfor itstwo consumer-credit units, the Uniform Consumer Credit Code Unit
and the Collection Agency Board Unit, be consolidated into a single appropriation called the
Consumer Credit Unit. The Department believes that the additiona flexibility resulting from
consolidation will allow it to allocate resources more efficiently and effectively and better respond
to changesin the mix of UCCC and CAB complaints. The change would not ater appropriations.

The Department points to the economic cycle as one of the reasons for this request: During the
boom that preceded the current economic downturn, there was a surge in lending. As aresult, an
increasing numbers of lenders applied for UCCC licenses, which resulted in a surge of UCCC
licensing revenues, increased UCCC violations, and increased Department of Law oversight duties.

UCCC revenues aso rose because the Department usually recovers its costs as part of UCCC
settlements.  As the economy sagged following the boom, borrows, who in many cases have
borrowed from UCCC lenders, arefindingitincreasingly difficult to pay their debts, which translates
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into an increased number of collection agencies, increased Collection Agency Board revenue from
licensing, increased violations and increased oversight duties for the Department of Law. CAB
revenues also are rising because the Department usualy recovers its costs as part of CAB
settlements. When the economy recovers, UCCC work will go up again and CAB work will go
down. During periods of prosperity, UCCC work typically constitutes about 75 percent of thetotal
workload. During an economic downturn, CAB work might surge to as much as 50 percent of the
total. Thefollowing chart shows the number of supervised UCCC lenders and collection agencies
since 1999.

Number of UCCC Lenders and Collection Agencies
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The Department also notes that consolidation will lead to increased efficiency because
investigations, complaints, and lawsuits often overlap and involve violations of both the credit and
collection laws. Lending violations that start as UCCC investigations can turn into CAB
investigations. For example, a lender might charge fees that violate UCCC rules. [f the lender
subsequently turns the debt over to a collection agency, some of the debt that the collection agency
istryingto collect will befromtheillegal fees. It would be most efficient if theinvestigator and the
attorney who dealt with the UCCC violation kept working on it as it became a CAB violation, but
under the currently separate appropriations, the UCCC staff members would hand the case over to
CAB staff members, who must now get up to speed on the case, which increases costs.

If thischangeis approved, therewould be aneed for crosstraining; UCCC staff would need to learn
the CAB laws and visa versa, but these areas are closely related, so cross training would not be
particularly difficult.

Staff recommendsthat the JBC approve consolidation of the UCCC and CAB unitsintoanew
Consumer Credit Unit. The efficiencies that will result from combination make sense and more
than offset the modest decrease in General Assembly control of the appropriation that will result
from such consolidation.
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Decision Item 1. Additional $51,404 cash fundsand 0.5 FTE for the (combined) Consumer
Credit Unit. The Department requests:

1. ThattheO.5Lega Assistant | FTE currently assigned to the Department's two consumer credit
units be increased to 1.0 Legal Assistant || FTE at a cost of $31,404 cash funds, and

2. That the appropriation to the two consumer credit units be increased by $20,000 cash funds.

The fund sourceisthe Collection Agency Cash Fund and the Uniform Consumer Credit Code Cash
Fund.

This request is a consequence of increased work load in two areas:

1. Unlicensed internet "payday” lending, and
2. Debt management services.

The increase in unlicensed internet payday lending has not followed the pattern that typically
characterizes violations of consumer protection laws. Usually, when the Department learns of
increased viol ationsof aconsumer protection statute, which it almost a waysdiscoversviaconsumer
complaints, it will take action against a few offenders, perhaps threatening license revocation or
suspension, and those offenders will fairly quickly agree to pay a penalty and obey the law. Other
companies in the same line of business, hearing of the settlement, usualy fal in line and
subsequently abide by the law. Few cases go to court; one consumer credit case might proceed to
trial every few years.

Internet payday lenders are different. An internet search will reveal many payday lenders who are
willing to make loans to Coloradans over the internet. Less obviousis the fact that many of these
lenders are not licensed as required by Colorado law. The Department has discovered that action
against one unlicensed internet lender is ineffective in getting other internet lenders to start
complyingwith Coloradolaw. Inaddition, internet lendershave proved to bemorewillingtolitigate
and lesswillingto settle. They frequently arguethat they are subject to thelaws of the statein which
they arelocated, not to Colorado law, even though Colorado law is clear on the need to be licensed.
The Department suspectsthat there are hundreds, perhapsthousands of internet payday lenderswho
make |oansin Colorado but are not licensed in the state. The Department does not know how many
lenders there are, because one lender may have multiple online sites under different names.

Regulation of debt management services was added to statute by S.B. 07-57. The appropriation for
thisbill provided the Department with an extra$99,000 cash fundsand 1.5 FTE for implementation,
comprised of 1.0 FTE financial examiner and 0.5 IT FTE to establish an application registration
system, manage the registration data, and make provider information publicly accessible.
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It now appears that debt management service companies are much more internet-based than was
expected when S.B. 07-57 was enacted and these companies, like their internet payday loan
counterparts, have been slow to get licenses. Infact, only two internet debt management companies
have so far obtained Colorado licenses. However, unlike internet payday loan companies, internet
debt management companies seem more willing to settle once discovered, though they do not settle
as quickly as the Department would expect, based on its prior enforcement experience.

An extra 0.5 FTE legal assistant, combined with the upgrade to legal assistant Il and the extra
$20,000 of spending authority for litigation expenseswill makeit possiblefor the Department to take
on an internet lender who is unwilling to settle or arecalcitrant internet debt management services
company, something that is difficult for it to do now given the current size of the appropriation and
of the current level of lega assistant support. It is difficult to forecast the effect that this
appropriation will have on licensing fees; the increase amounts to 4.0 percent of the appropriation
of the combined unit and it is possible that the additional enforcement activity that it enables will
increase the number of licensees by more than 4.0 percent, which would decrease fees.

Staff recommendsthat the JBC approvethisrequest and appropriate an extra $51,404 cash
fundsand 0.5 FTE for the combined consumer credit unit.

Staffing for the combined Consumer Credit Unit is as follows:

FY 08-09 FY 09-10 FY 10-11 FY 10-11
Staffing Summary Actual Approp. Request Recommend.
Attorneys 40 40 4.0 4.0
Investigators and Examiners 10.0 10.0 10.0 10.0
Administrative Staff 35 35 4.0 4.0
Total 175 175 18.0 18.0

The corresponding Option 8 calculation, the Department request, and the staff recommendation
follow:

Consumer Credit Unit Total GF CF RF FF FTE

FY 2009-10 Appropriation 1,327,268 0 1,327,268 0 0 175
Decision Item 1 51,404 0 51,404 0 0 0.5
PERA Adjustment (27,965) 0 (27,965) 0 O 0.0
FY 2010-11 Recommendation 1,350,707 0 1,350,707 0O O 18.0
FY 2010-11 Request 1,350,707 0 1,350,707 0 0 18.0

Thefund sourceisthe Collection Agency Cash Fund and the Uniform Consumer Credit Code Cash
Fund.
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The numbers pages present the recommended appropriations for the UCCC and CAB unitsif the
Committee does not approve the consolidation decision item.

Indirect Cost Assessment. Theindirect cost assessment will be calculated after the Committee
makes its final decisions on all pending common policy items.

(6) SPECIAL PURPOSE

This division contains appropriations and programs that do not fit within the Department's other
divisions. Inthe past it has often included appropriations for large one-time lawsuits.

District Attorneys Salaries. Pursuant to Section 20-1-306, C.R.S., which was amended by H.B.
07-1170, the state pays 80 percent of the base salary established in Section 20-1-301, C.R.S. for the
State's 22 district attorneys. The state only subsidizes the salary of the district attorney; it does not
contribute to assistant district attorney salaries. The state also pays 80 percent of the PERA, AED
and SAED (but not the Medicare) on each district attorney's base salary, though statute is silent
concerning these extra payments. A district attorney's actual salary is set by the commissioners of
the county or countiesthat make up thedistrict attorney'sjudicial district, subject to the requirement
in Section 20-1-301, C.R.S,, that the salary equal or exceed the following base amounts:

« $100,000 beginning January 1, 2009;
e $110,000 beginning January 1, 2010;
e $120,000 beginning January 1, 2011; and
e $130,000 beginning January 1, 2012.

If ajudicial district setsthe salary higher than the base, the district's county or counties must pay all
of the extra cost.

Section 11 of Article 12 of the Colorado Constitution states that the salary of an elected public
official cannot beincreased or decreased during theterm of officefor which the official was elected.
Sinceadistrict attorney isan elected public official with afour year term of office, thismight seem
to preclude the salary increases on the above schedule. However, according to Legidlative Legd
Services, an elected official's salary can be changed whilein office according a schedul e of changes
that has been approved before the term of office begins. Since all Colorado district attorneys stood
for election in November 2008 and the above schedul e of changeswasin place prior to the election,
the above schedule does not conflict with the Constitution.

This constitutional constraint means that the next opportunity to change the schedule of district
attorney salaries will arise during the 2012 session, prior to the 2012 elections. Anticipating such
opportunities, statute requires that the House and Senate Judiciary Committees, beginning with the
2012 legislative session and every fourth session thereafter, recommend a base salary schedule to
the Genera Assembly that covers the next four years.

18-Mar-2010 54 LAW-fig



District Attorneys Salaries Total GF CF RF FF FTE
FY 2009-10 Appropriation 2,096,078 2,096,078 0 0 0 0.0
Base salary increase paid by state as required by Section

20-1-301, C.R.S. (=.8 * $10,000 * 22 - $44 adjustment

for $2 per DA prior year rounding) 175,956 175,956 0 0 0 0.0
PERA and Medicaid on salary increase paid by state 17,860 17,860 0 0 0 0.0
AED and SAED increase 23,934 23,934 0 0 0 0.0
FY 2010-11 Recommendation with OIT Transfer 2,313,828 2,313,828 0 0 0 0.0
FY 2010-11 Reguest 2,313,828 2,313,828 0 0 0 0.0

Litigation Management and Technology Fund. Thislineitem, which despite its name does not
involve a cash fund, was added to the Department's portion of the Long Bill in FY 1994-95 to pay
for unanticipated legal coststhat arise over the course of thefiscal year, especially when the General
Assembly is out of session, and to pay for technology costs that would otherwise require General
Fund appropriations. In FY 2001-02, during the last economic downturn, the line was temporarily
eliminated in order to increase revenues to the General Fund, but was subsequently restored. This
appropriation hasreduced the need for legal services supplementalsrelated to the Legal Servicesto
State Agencies program and other unanticipated litigation.

Moneys for this appropriation come from two sources:

1. Excess earnings of the Legal Servicesto State Agencies (LSSA) program during the previous

fiscal year. ExcessLSSA earnings arise when the revenues earned by the LSSA program exceed
the costs of operating the program. Without the Litigation Management and Technology Fund
appropriation and the rel ated footnote, or other appropriationsfrom excessearningsof the LSSA
program, this excess would revert to the General Fund. The Litigation Management and
Technology Fund appropriation allows the Department to keep some of thisexcessand useitin
the next year. Notethat excess earningsfluctuate substantially from year to year and the amount
is not known with certainty until after the close of the fiscal year. The excess earnings for FY
2009-10, for example, will not be known with certainty until July 2010, the first month of the
fiscal year in which those earnings can be expended. In recent years, excess earning have been
ashigh as$470,000 and aslow as $260,000. Hence aggressive appropriationsfrom thisfunding
source before the actual amount is known could result in a partially funded line item. Note,
however, that theamount of excessearningsfor FY 2009-10 will be known with certainty during
FY 2010-11 supplementals next January, meaning that it will be areliable funding source for
supplementals.

. Various court awards that are deposited into the Attorneys Fees and Costs Account, which is
established in Section 24-31-108 (2), C.R.S., and is a cash funds source of expenditure. The
Attorneys Fees and Costs Account serves as a backup, filling in the remainder of the
appropriation to the Litigation Management and Technology Fund appropriation when excess
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L SSA earningscomeup short. For example, if the Litigation Management and Technology Fund
appropriation equals $325,000 and L SSA excess earnings exceed $325,000, then no money will
be taken from the Attorney Fees and Cost Account. |f LSSA excess earnings equal $290,000,
then $35,000 will be taken from the Attorney Fees and Cost Account.

Staff recommendsthe Department's request of $325,000 cash fundsfor thislineitem, which
isa continuation appropriation.

Statewide HIPAA Legal Services. Thislineitem was created in FY 2004-05 to fund statewide
General Fund legal expenses related to the Health Insurance Portability and Accountability Act
(HIPAA). If aGeneral Fund agency or program in the state needs HIPPA legal work, the legal work
will be done by a Department of Law attorney and the hourly cost of thework will be paid from this
appropriation. Thisline was created because HIPAA legal work done for one agency often can be
applied to other agencies and thus benefits multiple departments of state government. Cash funded
programsthat need HIPPA legal work must still pay an hourly ratefor that work, just asthey pay for
other legal work.

Base Reduction Item #1. Due to areduction in inquiries, the Department requests and Staff
recommends elimination of thislineitem.

Statewide HIPAA Legal Services Total GF CF RF FF FTE
FY 2009-10 Appropriation 3,538 3,538 0 0 0O o0
HIPPA portion of Budget Amendment-Base Reduction Item #2. (3,538) (3,538) 0O O 0 00
FY 2010-11 Recommendation 0 0O 0 O O 0.0
FY 2010-11 Request 0 0 0 0 O o0

Staff believes that there were valid reasons for creating a Statewide HIPAA Lega Services
appropriation and is concerned that potential savings may belost by eliminating the appropriation.
For thisreason Staff recommendsthat the Committee approvethefollowing request for information,
which will address this concern.

Tobacco Litigation. For four years, Colorado has been involved in a legal dispute with the
manufacturers who participate in the Master Settlement Agreement. The disagreement concerns
Colorado's enforcement of its statutes pertaining to "non-participating manufacturers” -- tobacco
manufacturersthat are not partiesto the agreement. Colorado wasrequired to enact theselawswhen
it signed the Master Settlement Agreement. Due to this dispute, some tobacco companies have
withheld a portion of their settlement payments in each of the last three years, placing them in
€SCrow.

When a diligent-enforcement question arises, it is settled by a panel of arbitrators who, according
tothe Master Settlement Agreement, must decidetheissuein aunified national proceedinginwhich
aseparate decision will be made on the diligent-enforcement efforts of each participating state. Thus
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the arbitrators might decide that one state should receive a reduced payment because it failed to
diligently enforce while another state, which diligently enforced, is entitled to its full payment.

It now appears likely that arbitration will begin sometime during 2010. The proceeding islikely to
take at least a year, which means that resolution of the dispute is unlikely before mid 2011at the
earliest. The Department of Law has engaged outside council (Hale Friesen, LLP) for this
proceeding because it cannot represent itself in this matter; attorneys at the Department of Law
hel ped devel op, and continue to monitor and assist the non-parti ci pating-manufacturer enforcement
program in the Department of Revenue and arelikely to be called upon to provide testimony during
the arbitration proceeding. These efforts by the Department of Law will be on "trial" before the
arbitrators.

The Department requestsand Staff recommendsan appropriation of $750,000 cash fundsfor
thislineitem, a$150,000 increase over the FY 2009-10 appropriation. Staff recommendsthat the
Committee approve this supplemental because tens of millions of dollars, possibly much more, rest
on the outcome of this case.

Thisappropriationwill be paid from the Defense Account of the Tobacco Litigation Settlement Cash
Fund. The Defense Account was established out of Master Settlement Agreement moneysreceived
in compensation for attorney fees, and other costs that Colorado incurred in its legal action against
tobacco manufacturers. The Defense Account is expected to have a balance of $3.2 million at the
start of FY 2010-11.

L obato Litigation Expenses

During figure setting for the Governor's office, the Committee approved two appropriations for the
Lobato case, which claimsthat Colorado's current school funding system failsto provide athorough
and uniform system of free public education asrequired by the Colorado Constitution. Thefirst of
these appropriations was for 7,200 hours of legal services by attorneys at the Department of Law.
The second appropriation was for $432,500 of other litigation expenses, such as expert witnesses,
transcripts, and the supplemental use of contract attorneys. These moneyswill betransmitted to the
Department of Law, which requires an appropriation in order to spend the funds it receives. The
appropriation for legal services hourswasincluded in the recommendation for personal servicesfor
Legal Servicesto State Agencies, whichwas presented earlier. Theappropriationfor other litigation
expenses al so requires an appropriation.

Staff recommendsthat the Committee approve an appropriation of $432,500 reappropriated
funds to the Department of Law so that it can expend these funds when it recelves them. Staff
recommends that this appropriation be titled "Lobato Litigation Expenses’ and that it be presented
in the Specia Purpose portion of the Department of Law's Long Bill.

Though thisappropriation has aready been approved by the Committee, concern over the size of the
appropriation led Staff to contact the Attorneys General of two other states that have been involved
intheir own lawsuits concerning the adequacy of school funding. Staff asked whether $432,500 for
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Lobato litigation expensesisreasonableand wastold that it is; theavailable pool of qualified experts
issmall and funding-adequacy studiesareexpensive. A Kansasattorney said, with someregret, that
eight years ago his state spent only $150,000 on expertsin afunding-adequacy case and lost, which
cost the state $750 million, may cost more because Kansas plantiffs are now trying to reopen the
lawsuit.

L ong Bill Footnotes and Requestsfor | nformation

Staff recommends that the following request for information be continued and amended:
Medicaid Fraud Request for Information

98 Department of Law, Criminal Justiceand Appellate, Medicaid Fraud Grant --
The General Assembly requests that the Department of Law's Medicaid Fraud
Control Unit produce a progress report on the Department's efforts to reduce
Medicaid fraud and abuse in Colorado. The report should include: (1) the most
recent estimates on the total amount of Medicaid fraud and abusein Colorado; (2) a
summary of total fines, costs, and restitutionsrecovered, attributableto the Medicaid
Fraud Control Unit'sefforts; (3) adetail ed explanation of theMedicaid Fraud Control
Unit's participation in global or national Medicaid fraud settlements, including total
awards received due to them; and (4) evidence of the effectiveness of the Medicaid
Fraud Control Unitinreducing theamount of Medicaid fraud and abusein Colorado.
The Medicaid Fraud Control Unit is requested to submit the report to the Joint
Budget Committee by Nevember-1-2669: NOVEMBER 1, 2010.

Comment: This footnote provides useful information on the effectiveness of the
State's participationintheMedicaid Fraud Control Grant program. Thisinformation
is particularly valuable for monitoring the Department's performance following the
approval in 2007 of Decision Item #6, which added 3.0 FTE to thislineitem. Staff
recommends continuing this footnote.

Legal Rate Footnote

35 Department of Law, Legal Services to State Agencies -- In making this
appropriation, it is the intent of the General Assembly that hourly billing rates
charged by the Department for legal services to state agencies not exceed $7-97
$76.49 per hour for attorneys and not exceed $63-64 $60.16 per hour for paralegals,
which equates to a blended rate of $75:38 $73.50 per hour.

Comment: The blended legal rateis used to compute the Long Bill appropriations

for legal servicesfor the various agencies of state government. The blended rateis
also used to compute legal-service appropriations in specia bills. This footnote

18-Mar-2010 58 LAW-fig



contains a clear statement of legidlative intent regarding the blended legal rate and
the rates to be charged for legal and for paralegal services.

Litigation Management and Technology Fund Footnote

36 Department of L aw, Special Purpose, Litigation Management and Technology
Fund -- It is the intent of the General Assembly to grant the Department of Law
additional flexibility by allowing the Department to use funds appropriated in this
lineitem to address unanticipated state legal needsthat arise during F¥-2069-16; FY
2010-11, as well as information technology asset maintenance needs that would
otherwise require General Fund appropriations during F¥—2069-16: FY 2010-11. It
isalso theintent of the General Assembly that moneys spent from thisfund shall not
requirethe appropriation of additional FTE and will not be used for any type of salary
increase, promotion, reclassification, or bonus related to any present or future FTE
employed by the Department of Law. It is furthermore the intent of the General
Assembly that moneys spent from this fund will not be used to offset present or
future personal servicesdeficitsin any divisioninthe Department. The Department
isrequested to submit aquarterly report to the Joint Budget Committee detailing the
purpose for which moneys from thisfund have been expended. Such areportisalso
requested with any supplemental requestsfor additional legal servicesfundingwithin
or outside of the Legal Servicesto State Agencies program.

Comment: This footnote has appeared in the Long Bill since 2003 and it reflects
what Staff believesto be the continuing intent of the Committee regarding the use of
this appropriation. Since the Litigation Management and Technology Fund is non
statutory, thisfootnote providesthe only guidance to the Department concerning the
use of these moneys.

Requestsfor information to be added:

HIPAA legal services

n Department of Law, Legal Servicesto State Agencies -- The General Assembly
requeststhat the Department of Law submit areport by November 1, 2010 detailing
legal hours spent assisting departments in complying with the federal Health
Insurance Portability and Accountability Act (HIPAA). Based on an analysisof this
data and projected future needs for HIPPA assistance, the report should indicate
whether savings or other benefits would be realized by restoring the Statewide
HIPAA Legal Services appropriation that existed in the Special Purpose portion of
the Department's Long Bill prior to 2010.
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Comment: Based on decreasing demand for HIPAA legal services, the Department
has recommended and staff has requested that this appropriation be eliminated to
reduce General Fund appropriations. Staff is concerned that the savings may be
illusory. Thisreport gather the data needed to address that concern.
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