JOINT
BUDGET

MEMORANDUM

COMMITTEE
To Joint Budget Committee Members
FROM Carolyn Kampman, JBC Staff Director
DATE March 26, 2021
SUBJECT Referendum C Recommendation for FY 2021-22 Long Bill

In November 2005 voters approved Referendum C, which authorizes the State to retain and spend
certain state revenues that exceed the limitation on state fiscal year spending in the Taxpayer’s Bill of
Rights (TABOR). The excess revenues the State is allowed to retain and spend are credited to the
General Fund Exempt Account within the General Fund. The General Assembly may only
appropriate money in the Account for purposes that are specified in statute, including: health care;
education; retirement plans for firefighters and police officers; and strategic transportation projects.
For further details, see the “Background Information” section at the end of this memorandum.

The actual amount of excess revenues that is credited to the Account is not known until after the
books for a fiscal year are finalized. Thus, initial Long Bill appropriations from the Account are based
on projections from the revenue forecast selected by the Committee. These appropriations are
adjusted twice: once in the middle of the fiscal year, and a second time after the close of the fiscal year.
This memorandum includes recommendations for adjusting appropriations from the General
Fund Exempt Account for FY 2019-20 now that the books are closed, and for FY 2020-21 and
FY 2021-22 based on projections in the March 2021 forecast from the Legislative Council Staff.

RECOMMENDED ADJUSTMENTS TO APPROPRIATIONS FROM THE GENERAL FUND EXEMPT
ACCOUNT: FY 2019-20

DEPARTMENT GENERAL FUND GFE ACCOUNT Sum

Health Care Policy and Financing - Medical Setrvices Premiums

Existing Appropriations $1,645,024,128 $523,323,333 $2,168,347,461

Recommended Adjustment (370,004,445) 370,004,445 0

Adjusted Appropriation 1,275,019,683 893,327,778 2,168,347,461
Education - State Share of Districts' Total Program Funding

Existing Appropriations 3,643,099,781 523,323,333 4,166,423,114

Recommended Adjustment (370,004,445) 370,004,445 0

Adjusted Appropriation 3,273,095,336 893,327,778 4,166,423,114
Higher Education - Multiple line item appropriations

Existing Appropriations 640,529,797 463,245,833 1,103,775,630

Recommended Adjustment (370,004,445) 370,004,445 0

Adjusted Approptiation 270,525,352 833,250,278 1,103,775,630
Local Affairs - Volunteer Firefighter Retirement Plans; Volunteer Firefighter Death and Disability Insurance

Existing Appropriations 30,000 4,345,000 4,375,000
Transportation Projects

Existing Appropriations 0 500,000 500,000
Total Adjusted Appropriations from GFE Account $2,624,750,835

Total Adjustments ($1,110,013,336) $1,110,013,336 $0
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RECOMMENDED ADJUSTMENTS TO APPROPRIATIONS FROM THE GENERAL FUND
EXEMPT ACCOUNT: FY 2020-21

DEPARTMENT GENERAL FUND GFE ACCOUNT Sum

Health Care Policy and Financing - Medical Services Premiums

Existing Appropriations $1,924,296,047 $84,491,394 $2,008,787,441

Recommended Adjustment (550,613,529) 550,613,529 0

Adjusted Approptiation 1,373,682,518 635,104,923 2,008,787,441
Education - State Share of Districts' Total Program Funding

Existing Appropriations 3,668,444,525 84,491,394 3,752,935,919

Recommended Adjustment (550,613,529) 550,613,529 0

Adjusted Appropriation 3,117,830,996 635,104,923 3,752,935,919
Higher Education - Multiple line item appropriations

Existing Appropriations 573,901,708 24,413,894 598,315,602

Recommended Adjustment (5650,613,529) 550,613,529 0

Adjusted Approptiation 23,288,179 575,027,423 598,315,602

Local Affairs - Volunteer Firefighter Retirement Plans; Volunteer Firefighter Death and Disability Insurance
Existing Approptiations 30,000 4,345,000 4,375,000

Transportation Projects

Existing Appropriations 0 500,000 500,000
Total Adjusted Appropriations from GFE Account $1,850,082,269
Total Adjustments ($1,651,840,587) $1,651,840,587 $0

RECOMMENDED ADJUSTMENTS TO APPROPRIATIONS FROM THE GENERAL FUND
EXEMPT ACCOUNT: FY 2021-22

DEPARTMENT GENERAL FUND GFE ACCOUNT Sum

Health Care Policy and Financing - Medical Services Premiums

Existing Approptiations 2,369,829,235 $84,491,394 $2,454,320,629

Recommended Adjustment (780,792,805) 780,792,805 0

Adjusted Approptiation 1,589,036,430 865,284,199 2,454,320,629
Education - State Share of Districts' Total Program Funding

Existing Appropriations 3,477,613,739 $84,491,394 3,562,105,133

Recommended Adjustment (780,792,805) 780,792,805 0

Adjusted Appropriation 2,696,820,934 865,284,199 3,562,105,133
Higher Education - Multiple line item appropriations

Existing Appropriations 1,079,919,032 24,413,894 1,104,332,926

Recommended Adjustment (780,826,651) 780,826,651 0

Adjusted Appropriation 299,092,381 805,240,545 1,104,332,926

Local Affairs - Volunteer Firefighter Retirement Plans; Volunteer Firefighter Death and Disability Insurance
Existing Approptiations 30,000 4,412,692 4,442,692

Transportation Projects

Existing Appropriations 0 500,000 500,000
Total Adjusted Appropriations from GFE Account $2,540,721,636
Total Adjustments ($2,342,412,262) $2,342,412,262 $0
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BACKGROUND INFORMATION
There are two statutory provisions that relate to Referendum C, which was approved by voters in
November 2005.

First, Section 24-77-103.6 (1) and (2), C.R.S., authorizes the State to “retain and spend all state
revenues that are in excess of the limitation on state fiscal year spending, but less than the excess state
revenues cap for the given fiscal year”. The General Fund Exempt Account, created within the
General Fund, consists of an amount of General Fund revenue equal to the amount of revenues in
excess of the limitation on state fiscal year spending that the state retains for a given fiscal year. Money
in the Account “shall be appropriated or transferred by the general assembly for the following
purposes:

(a) To fund health care;

(b) To fund education, including any capital construction projects related thereto;

(c) To fund retirement plans for firefighters and police officers, so long as the general
assembly determines that such funding is necessary; and

(d) To pay for strategic transportation projects included in the department of transportation's
strategic transportation project investment program.”

Within this first provision, "education" is defined to include public elementary and high school
education; and higher education.

Second, Section 24-77-104.5, C.R.S., provides further direction about how money in the Account shall
be appropriated or transferred. Paragraph (a) of this provision indicates that available money in the
Account shall be used as follows:

e If the voters approve Referendum D (a referred measure concerning transportation projects), the
General Assembly may appropriate money from the Account to the Critical Needs Fund to make
payments on principal and interest on critical needs notes issued.

e If the voters do not approve Referendum D, money in the Account shall be used in a manner
consistent with section 24-77-103.6 (2).

® The amount appropriated or transferred pursuant to this provision shall be:

(1) $55.0 million in FY 2005-006;
(2) $95.0 million in FY 2006-07; and
(3) $125.0 million in each subsequent state fiscal year.

Paragraph (b) of this provision states that if there is any money in the Account after the appropriations
or transfers required by paragraph (a), then all moneys remaining in the account shall be split equally
for the following three purposes:

e health care;

e preschool through twelfth grade education; and

e for the benefit of students attending community colleges and other institutions of higher
education.

Voters did not approve Referendum D. Based on these two provisions, the money in the Account has

been allocated annually as follows:

e The first $125.0 million is allocated for transportation ($500,000 has been the amount typically
used) and for firefighter benefits (this appropriation fluctuates, but it’s typically around $4.3
million). The remainder is split evenly between health care and K12 education.
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e Any amount in excess of $125.0 million is split equally between health care, K12 education, and
higher education.

e As a result, the allocation for higher education is typically about $60.0 million lower than the
allocations for health care and for K12 education.



