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The following is a brief memorandum outlining the Aurora Economic Development Council’s challenges and successes during the 2010 legislative session. 
The Political Landscape

After 120 days and the introduction of 649 bills, the Second Regular Session of the 67th Colorado General Assembly came to an end Wednesday evening.  Similar to last year, the state budget overshadowed all other issues.

The session began on a very partisan note with the introduction of a package of bills to eliminate or suspend certain tax exemptions and credits.  The package of bills was part of Governor Ritter’s plan to address a $1.3 billion shortfall in the FY 2010-11 budget that begins July 1st.  The Governor proposed imposing the state sales and use tax on direct mail materials, energy used in the industrial process, candy, soda, downloaded software, Internet sales, nonessential food items, and agricultural compounds.  In addition, he proposed limiting the income tax credit available for the purchase of alternative fuel vehicles and the amount of net operating losses that can be carried forward.  The bills, which passed primarily along party lines, are anticipated to generate approximately $130 million next year.  Republicans labeled the bills tax hikes and argued that they will create additional jobs losses.  Democrats argued that the bills eliminated special-interest tax loopholes and businesses should pitch in to help balance the budget. 

In response to the Governor’s plan, Republicans proposed a 0.24 percent reduction in state payroll spending for the current fiscal year (which ends June 30th) and a 4.4 percent reduction next year.  Republicans argued that the savings could be found through the elimination of non-essential or unfilled government jobs and through salary reductions for state employees making more than $100,000 per year.  The Democratic majority quickly dismissed the Republican proposal.
Even though the session started off in a very partisan light, there were some major bipartisan bills passed this year.  These included the Colorado Clean Air-Clean Jobs Act and bills to address medical marijuana, flexibility for Colorado’s higher education institutions and teacher and principal effectiveness.

Rather than risk having the Environmental Protection Agency produce a plan for Colorado to reduce its emissions, the General Assembly passed House Bill 1365, sponsored by Representatives Judy Solano (D-Brighton) and Ellen Roberts (R-Durango) and Senators Bruce Whitehead (D-Hesperus) and Josh Penry (R-Grand Junction).  House Bill 1365, the Colorado Clean Air-Clean Jobs Act, requires Xcel to reduce its nitrogen oxide emissions by up to 80 percent from several Front Range coal plants by the end of 2017.  Xcel will retire or retrofit 900 megawatts of coal-fired capacity, giving primary consideration to replacing or repowering those plants with natural gas.  House Bill 1365 represented an unusual partnership between Xcel, the natural gas industry and the environmental community.

The General Assembly also made news as they worked to regulate the distribution and use of medical marijuana.  Senator Chris Romer (D-Denver) and Nancy Spence (R-Centennial) teamed up with Representatives Tom Massey (R-Poncha Springs) and Beth McCann (D-Denver) to sponsor Senate Bill 109 regulating the patient-physician relationship.  Senators Romer and Spence and Representative Massey also teamed up with Representative Ken Summers (R-Lakewood) to sponsor House Bill 1284 concerning the licensing of dispensaries.

The discussion regarding higher education this session focused on non-monetary ways to assist Colorado’s higher education institutions.  Senate Bill 003, sponsored by Senators John Morse (D-Colorado Springs) and Josh Penry (R-Grand Junction) and Representatives Karen Middleton (D-Aurora) and Mike May (R-Parker), was designed to give Colorado’s higher education institutions increased flexibility in several areas – setting tuition, planning budgets, managing admissions ratios and the distribution of financial aid.  While higher education advocates consider options for a long-term and sustainable funding solution for Colorado’s higher education system, Senate Bill 003 was seen as a lifeline to help Colorado’s schools survive the next few years that are likely to include additional reductions in state support.  In response to student concerns about allowing institutions to increase tuition outside of the control of the legislature, the General Assembly added a four-year sunset on the tuition flexibility component of the bill.
One of the most contentious bills of the session was Senate Bill 191 concerning teacher and principal effectiveness.  Senate Bill 191, sponsored by Senators Michael Johnston (D-Denver) and Nancy Spence (R-Centennial) and Representatives Christine Scanlan (D-Dillon) and Mike May (R-Parker) linked teacher and principal evaluations to student achievement and tied a teacher’s ability to maintain tenure to performance in the classroom.  The bill pitted the Colorado Education Association, Colorado’s largest teachers’ union that opposed the bill, against the business community, the current and three former governors, community leaders and several other education advocacy groups, including the American Federation of Teachers.  The bill was heavily negotiated with more than 200 amendments offered.  However, the bill passed on the final day of the session after lengthy and emotional debate.

Bad Bills That We Were Able to Kill
Working with other business interests we were able to kill a number of bad bills.

House Bill 1263 Limit Income Tax Benefit for Comp Paid, sponsored by Rep. Jack Pommer (D-Boulder) and Sen. Betty Boyd (D-Lakewood), would have limited to $250,000 per year the amount of salary or other compensation paid to an individual that could be deducted for state tax purposes.  Currently, most taxpayers can deduct at least $1 million per individual per year.  The Aurora Economic Development Council opposed HB 1263 because it would discourage companies from locating to Colorado.  After learning the March Revenue Forecasts anticipated that state revenues would increase, Rep. Pommer told the Denver Business Journal that he did not think HB 1263 was needed to address the revenue shortfall.  However, many business interests closely watched until Rep. Pommer finally asked the House Finance Committee to kill the HB 1263 on April 30th.

As introduced, House Bill 1350 Requirements for Economic Incentives, sponsored by Rep. Sal Pace (D-Pueblo) and Sen. Morgan Carroll (D-Aurora), would have required any business receiving $25,000 or more of state economic incentive monies to file an annual report justifying such monies and pay an annual filing fee equal to two percent of such monies.  The bill also authorized the Colorado Economic Development Commission to retroactively recapture any monies lacking justification.  The Aurora Economic Development Council and the rest of Colorado’s economic development community came out strongly opposed to the bill based on the adverse impact it would have on economic development activities in Colorado.  In an attempt to save the bill, Rep. Pace asked the House Finance Committee to approve a “strike below” amendment (i.e., a total rewrite of the bill).

The “strike below” approved by the House Finance Committee required any business receiving state economic incentive monies to provide the Colorado Office of Economic Development and the Governor’s Office of Economic Development and International Trade (OEDIT) with the number of people employed as a result of the incentive and the average and median salaries of such people.  It also required OEDIT to submit a plan to the General Assembly detailing how the State can track the success of every grant, loan or tax credit intended to generate jobs and a means of annually determining the number of jobs created as a result of each grant, loan and tax credit.

Even with the “strike below”, the Aurora Economic Development Council and many other organizations, including OEDIT, continued to oppose HB 1350.  We argued that given the elimination and suspension of tax credits and exemptions earlier in the session, HB 1350 would send the message that Colorado does not believe economic incentive monies are a valuable allocation of state resources.  The House narrowly passed HB 1350 on a vote of 33 to 30.  Unfortunately, once HB 1350 moved to the Senate the OEDIT changed its position from Opposed to Neutral.  Even with that setback, we were successful in killing HB 1350 on Second Reading in the Senate when eight Democrats joined the Republicans in voting against the bill.  The Democrats voting “no” included: Sen. Joyce Foster (D-Denver); Sen. Rollie Heath (D-Boulder); Sen. Linda Newell (D-Littleton); Sen. Chris Romer (D-Denver); Sen. Paula Sandoval (D-Denver); Sen. Gail Schwartz (D-Snowmass Village); Sen. Bruce Whitehead (D-Hesperus); and Sen. Suzanne Williams (D-Aurora).

However, only a few days later, Governor Ritter issued Executive Order D 2010-009 that closely mirrored the language of the “strike below.”  This marked the first time that Governor Ritter used his executive powers to enact the intent of legislation that was unable to make it through the legislative process.

House Bill 1357 False Claims Act, sponsored by Rep. Buffie McFadyen (D-Pueblo West) and Sen. Chris Romer (D-Denver), would have created the Colorado False Claims Act.  The Colorado Act was modeled after the federal statute that encourages whistleblowers to report government-contracting fraud.  While the proponents claimed HB 1357 followed the federal False Claims Act, the bill actually would have dramatically tilted the litigation playing field in favor of the whistleblower.  The Aurora Economic Development Council opposed the bill based on concerns that employers would have had to spend hundreds of thousands of dollars defending themselves against frivolous lawsuits.  The House passed HB 1357 on a vote of 40 to 24.  Fortunately, we were successful in killing HB 1357 on Second Reading in the Senate when seven Democrats joined the Republicans in voting against the bill.  The Democrats voting “no” included: Sen. Joyce Foster (D-Denver); Sen. Dan Gibbs (D-Breckenridge); Sen. Mary Hodge (D-Brighton); Sen. Linda Newell (D-Littleton); Sen. Lois Tochtrop (D-Thornton); Sen. Bruce Whitehead (D-Hesperus); and Sen. Suzanne Williams (D-Aurora).

House Bill 1396 Enterprise Zone Tax Credits, sponsored by Rep. Joel Judd (D-Denver), would have eliminated the state income tax credits and sales and use tax exemption available in the State’s 16 enterprise zones.  The Aurora Economic Development Council, as well as more than 60 other organizations, opposed HB 1396 because the enterprise zones are one of the few economic development tools available to the State and local communities.  

House Bill 1429 Legislative Review of Tax Benefits, sponsored by House Majority Leader Paul Weissmann (D-Louisville), would have required the Joint House and Senate Finance Committee to conduct annual meetings to review certain state tax benefits and determine whether those benefits should be continued, repealed, or modified.  The bill established a ten-year schedule for the review of credits against and exemptions from the state severance tax, gasoline and special fuel tax, alcohol beverage tax, sales and use tax, and income tax.  The Aurora Economic Development Council opposed the bill due to the message it would have sent to the business community.  Coming on the heels of the General Assembly’s elimination and suspension of tax credits and exemptions earlier in the session, the Aurora Economic Development Council argued that the review of the remaining state tax benefits in HB 1429 would likely have deterred businesses from locating to or expanding in Colorado.  The House Finance Committee passed HB 1429 to the House floor on a 6 to 4 party-line vote with Democrats supporting the bill and Republicans opposing it.  However, we were successful in killing the bill on Second Reading in the House when seven Democrats and one Unaffiliated joined the Republicans in voting against the bill.  The Democrats and Unaffiliated voting “no” included: Rep. Edward Casso (D-Commerce City); Rep. Kathleen Curry (U-Gunnison); Rep. Buffie McFadyen (D-Pueblo West); Rep. Wes McKinley (D-Walsh); Rep. Karen Middleton (D-Aurora); Rep. Joe Rice (D-Littleton); Rep. Christine Scanlan (D-Dillon); and Rep. Sue Schafer (D-Wheat Ridge).

Bad Bills That We Were Able to Amend

House Bill 1107 Urban Renewal Area Ag Lands, sponsored by Rep. Randy Fischer (D-Fort Collins) and Sen. Morgan Carroll (D-Aurora), limits the inclusion of agricultural lands in urban renewal areas.  The bill as introduced would likely have prevented the Horizon Uptown project, a 500-acre mixed-use development on the southwest corner of I-70 and E-470.  The Aurora Economic Development Council strongly supports the Horizon project because it is expected to provide the city with much needed office space and thousands of permanent jobs.  As a result, the Aurora Economic Development Council closely followed HB 1107 to ensure it did not impact the project.  As part of a coalition of interests supporting the project and other not-yet-approved projects, the Aurora Economic Development Council was successful in amending HB 1107 on Second Reading in the House to delay its effective date.  Our goal was to delay the effective date of HB 1107 until the Horizon Project could be formally approved.  Once the Aurora City Council formally approved the project on March 8th, rendering HB 1107 meaningless for purposes of the project, the Aurora Economic Development Council changed its position from Oppose to Monitor.

As introduced, Senate Bill 126 Pharmaceutical Transparency Act, sponsored by Sen. Morgan Carroll (D-Aurora) and Rep. Max Tyler (D-Lakewood), imposed annual disclosure requirements on certain manufacturers of drugs, medical devices and other medical supplies.  The Aurora Economic Development Council opposed the bill over concerns that holding Colorado companies to higher disclosure standards than companies in other states would have a chilling effect on bioscience investment in Colorado.  In an effort to save the bill, Sen. Morgan Carroll asked the Senate Appropriations Committee to amend the bill to require the Colorado Department of Regulatory Agencies (DORA) to post a copy of the annual disclosure report required by the new federal health care bill on the DORA web site.  As a result of this amendment, the Aurora Economic Development Council believes there will be a level playing field among the states and investment in Colorado will no longer be adversely affected by the passage of SB 126, as amended.  Accordingly, the Aurora Economic Development Council changed its position from Oppose to Monitor.

Good Bills That Passed

House Bill 1205 Local Land Use Planning for Military Installations, sponsored by Rep. Su Ryden (D-Aurora) and Sen. Nancy Spence (R-Centennial), grants the military notification and an opportunity to comment on land use changes within two miles of military installations.  The Aurora Economic Development Council strongly supported the bill and believes its passage will send an important message to Washington that Colorado supports the military.  This will be essential if Buckley Air Force Base is going to be successful in securing a future F-35 flying mission when the Air Force transitions from the F-16 to the F-35 fighter.  

As introduced, the bill authorized local governments to utilize special 1041 powers near military installations.  The Colorado Association of Home Builders and a number of Republican lawmakers opposed the bill based on the inclusion of the 1041 powers.  In order to ensure a bipartisan bill, Rep. Ryden and the military agreed to remove the 1041 powers authorization.  As a result, the bill passed the House 46 to 17 and passed the Senate 35 to 0.  A bill signing ceremony with Governor Ritter is scheduled for Friday afternoon.

Legislator Scorecards

The following two tables show how often certain legislators voted relative to the Aurora Economic Development Council position.  A check mark indicates the legislator voted the same as the Aurora Economic Development Council position.  N/A or E means the legislator did not have the opportunity to vote on the legislation.  The first table lists Aurora-area legislators.  The second table lists the other metro-area legislators.

How Often Did Aurora-Area Legislators Vote with the Aurora EDC Position?

	
	HB 1107
	HB 1205
	HB 1350
	HB 1357
	HB 1429
	AEDC Score

	Sen. Morgan Carroll (D)
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Notes on the votes used for the scorecards.

· House Bill 1107: in the House, a Committee of the Whole amendment on February 5th to remove the safety clause from the bill; no vote in the Senate since the Aurora EDC had changed its position from Opposed to Monitor. 

· House Bill 1205: in the House, 3rd Reading on March 15th; in the Senate, 3rd Reading on April 13th.

· House Bill 1350: in the House, 3rd Reading on April 28th; in the Senate, division on Second Reading (non-recorded vote) on May 7th.

· House Bill 1357: in the House, 3rd Reading on April 27th; in the Senate, division on Second Reading (non-recorded vote) on May 11th.

· House Bill 1429: in the House, a Committee of the Whole amendment on May 4th to show that the bill did pass on Second Reading; no vote in the Senate.

How Often Did Other Metro-Area Legislators Vote with the Aurora EDC Position?

	
	HB 1107
	HB 1205
	HB 1350
	HB 1357
	HB 1429
	AEDC Score

	Sen. Betty Boyd (D-Lakewood)
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	N/A
	(
	
	
	N/A
	33%

	Sen. Moe Keller (D-Wheat Ridge)
	N/A
	(
	
	
	N/A
	33%

	Sen. Mike Kopp (R-Littleton)
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