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ABOUT COMMON SENSE INSTITUTE

Common Sense Institute is a non-partisan research organization dedicated to the protection and
promotion of our economy. As a leading voice for free enterprise, CSl's mission is to examine the fiscal
impacts of policies and laws and educate voters on issues that impact their lives.

CSl's founders were a concerned group of business and community leaders who observed that divisive
partisanship was overwhelming policy-making and believed that sound economic analysis could help
people make fact-based and common sense decisions.

CSl employs rigorous research techniques and dynamic modeling to evaluate the potential impact of these
measures on the Colorado economy and individual opportunity.

TEAMS & FELLOWS STATEMENT

CSl is committed to independent, in-depth research that examines the impacts of policies, initiatives,
and proposed laws so that Coloradans are educated and informed on issues impacting their lives.
CSl'scommitment to institutional independence is rooted in the individual independence of our researchers,
economists, and fellows. At the core of CSl's mission is a belief in the power of the free enterprise system.
CSl's work explores ideas that protect and promote jobs and the economy, and the CSI team and
fellows take part in this pursuit of academic freedom. The CSI team’s work is informed by data-driven
research and evidence.
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INTRODUCTION

As is well publicized, the use of artificial intelligence (Al) algorithms is rapidly gaining
adoption and has the potential to transform decision-making and analysis across
industries. The potential continues to raise questions about fairness, accountability,
usage rights, and regulations among state, federal, and international governments.
For instance, Denmark recently introduced a legislative proposal that would give
every citizen the legal authority to pursue action against the use of theirimage in
Al applications without their explicit consent.' By granting individuals copyright
over their own faces, Denmark’s proposal would require Al product developers to
exercise greater caution when selecting images for training data and generating
outputs — ensuring that personal likenesses are not used without clear and
unambiguous authorization.

In 2024, Colorado dipped its toe into Al regulation with passage of Senate

Bill (SB) 24-205. The bill, which takes effect on February 1, 2026, attempts to
regulate the use of high-risk Al systems. With passage of SB24-205, Colorado
became the first state in the country to pass such an encompassing artificial
intelligence law. Since then, concerns about this bill's impact on investment,
employment, business operations, and small businesses have been raised, and a
second bill, SB318, was tabled during the 2025 General Session after attempting to
address the concerns raised about the first bill.

This report analyzes how SB24-205 is likely to affect both developers and deployers.

(For the most part, it does not analyze potential consumer impacts, although surely
residents also will bear costs.)

Colorado is a national leader in the technology sector, with 10% of its workforce
employed in the industry and contributing approximately 20% to the state’s GDP.
Given the hyper-competitive nature of the industry and the effect good and bad
regulation can have on economic growth, our data show the state may be well-
served treading carefully into the Al regulation arena.
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Key Findings

= Colorado is the first state to pass such a consequential artificial intelligence law, while other states
have struggled to find an overall net benefit in regulating developers and users of Al systems.

= Over 150 bills concerning Al were introduced during the 118th federal Congress (January 2023
through January 2025), but none were passed.

= Colorado ranks third in the nation for tech sector concentration, highlighting its importance as a
hub for innovation and economic growth. Every job created in the tech sector supports an estimated
2.67 additional jobs across other industries, showing the ripple effect and broad economic impact
of a strong tech ecosystem.

= Colorado ranks among the top states for Al-related job postings, currently holding the 14th position -
just behind Ohio and slightly ahead of Michigan. The state is expected to maintain its leadership in the
tech and Al sectors. According to CSI estimates, Al-related jobs account for approximately 14% of all
job growth in Colorado in 2024.

= Venture capital investment plays an important role in Colorado’s economy and is expected to
continue to grow into 2026 and beyond, with Colorado firms capturing a disproportionate share
of venture capital funding. In 2024, Colorado ranked fifth in the nation in terms of venture capital
funding.

= Over 40 states have some form of Al-related legislation for specific topics, such as deepfakes,
illicit images, or music copyright. Among states, 46% have not attempted any framework legislative
changes to Al regulation, while according to the International Association of Privacy Professionals,
only four have some form of framework Al-related legislation in statute.

= Businesses will be required, after SB 205's implementation, to adjust their Al systems, conduct risk
assessments, prevent algorithmic discrimination, and retrain employees on how to use the updated
systems.

= Theimpact depends on the sector and whether a business is a developer or deployer.
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If SB24-205 goes into effect, CSI modeled the following economic impacts on developers, the broader
technology sector, and Al deployers (users).

Al DEVELOPERS/TECHNOLOGY SECTOR IMPACT

For developers of Al systems, the economic impact (in 2030) includes:

= Job losses could reach as high as 30,359 when the effects widen to the broader tech sector.
= Forgone GDP of $5.5 billion.

= Missing Personal Income growth of $8.9 billion.

= Forgone Disposable Personal Income of $2.1 billion.

Al DEPLOYERS IMPACT

To demonstrate that even a minimal cost burden on key sectors could result in significant negative
economic consequences under the proposed legislation, CSI modeled a 1% increase in production cost
across six industries likely to be critically impacted - Finance, Housing, Healthcare, Education, Insurance,
and Legal Services. REMI modeling results show that in 2030 alone, the Colorado Al bill would cause:

= Roughly 40,000 in job loss across the six key sectors studied.

= Over a %4 billion loss in statewide Gross Domestic Product (GDP) (i.e., the total monetary value of all
final goods and services produced within an economy during a specific time period).

= Nearly a $7 billion loss in economic output (i.e., closely tied to total business sales across the
economy, formally economic output is the total economic activity generated during a specific time
period which also includes intermediate goods and non-market activities).

= More than a $4.1 billion loss in disposable income.

To examine just the human resource impacts, for almost all industries, complying with requirements on
their use of Al for HR-related business decisions impacts available resources for other activities. From just
this reallocation of operational costs, the economic impact includes:

= Missing jobs of 1,480 (all figures are the impact in 2030 alone)
= Forgone GDP of $171 million.
= Missing Personal Income growth of $181 million.

» Forgone Disposable Personal Income of $155 miillion.
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SB24-205 EXPLAINED: WHAT THE LAW
ENTAILS & WHO IT AFFECTS

SB24-205 was the first consequential artificial intelligence law to be passed in the United States. The goal
of the bill was to protect Colorado citizens from algorithmic discrimination by regulating the use of high-
risk AL The bill has several requirements:

= Businesses must employ a risk management system in their Al systems to recognize and alter
discrimination risks.

= Businesses must conduct impact assessments annually or within 90 days of any changes made to the
system covering Al’s intended use, possible risks, data categories, performance metrics, monitoring
procedures, and transparency.

= Consumers must be notified if Al is involved in decision-making, about how the system works, and
their right to appeal decisions, correct data, and challenge the system if they believe it has been
discriminatory.

The bill bifurcates compliance obligations into two groups: developers and deployers.

= Adeveloper is a person or entity doing business in Colorado that “develops or intentionally and
substantially modifies an artificial intelligence system.”

= Adeployer includes any individual or entity doing business in Colorado that uses a high-risk Al system.

Given these two broad definitions, most employers with a connection to the state will be subject to

the requirements of SB 205. In order for an employer to protect itself against claims of algorithmic
discrimination, as defined in the bill (i.e., ensure they are qualified for the rebuttable presumption that they
used reasonable care), the employer must:

= Implement a reasonable risk management policy regarding their use of Al systems.

= Complete an annual impact assessment of their Al use or contract with a third-party to complete the
assessment.

= Provide notice to employees of their use of high-risk Al systems for making consequential decisions.

= Offer an explanation to each employee of an adverse consequential decision based on their use of Al
systems.
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= Offer an employee an opportunity to appeal a decision for human review.

= Provide notice to the Attorney General within 90 days if the employer finds that their Al systems have
caused algorithmic discrimination.

In addition to the above-mentioned impacts on deployers (users) of Al systems, the bill also requires
developers of Al systems to:

= Provide a statement describing the foreseeable uses of their Al system and known harmful or
inappropriate uses of the high-risk Al systems.

= Documentation that includes:

> Information on the types of data used to train the high-risk Al systems, limitations of the system,
and other information necessary for users of the systems to comply with the user requirements.

> How the high-risk Al system was evaluated for performance and how it addresses potential
algorithmic discrimination.

> Information that would guide the user in understanding the output of the system.
> Information sufficient for a user to complete an impact assessment.

These requirements, of course, would have economic impacts on individuals and businesses addressed in
the following pages. It is worth noting that most of this research focuses on the impact on businesses and
users of Al tools. There is also a consumer impact with its potential associated cost-benefit impact that is

generally not addressed here.
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UNDERSTANDING WHAT CONSTITUTES A
CONSEQUENTIAL DECISION IN SB 205

The background on SB 205 still has open-ended questions on how it would be applied across the multiple
dimensions of decision-making. The following Figure 1 provides 31 examples of consequential decisions
that could be impacted by SB 205, once enacted. For instance, the use of a high-risk Al system in making
a consequential decision regarding employment - such as screening resumes for job interviews - would
fall under the regulations of the bill. In contrast, the use of Al for recommending a movie on a streaming
platform would not be impacted by the bill.

The use of an Al system for determining mortgage eligibility, or diagnosing a disease, or tracking
computer activity at work would be subject to the bill, while the use of Al for adjusting email marketing
timing, sorting through environmental data, or sending housing related messages/reminders would not
be regulated by the bill. In general, a consequential decision is a decision that influences the provision

or cost of essential services such as education, employment, financial services, healthcare, housing, or
legal services - essentially decisions that can materially influence individuals’ access to opportunities and
resources.
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FIGURE 1.
B Conse'quentiaI
Decision?
Al screening resumes for job interviews Yes
Al recommending a movie on a streaming app No
Al determining mortgage eligibility Yes
Chatbot giving general wellness tips No
Al diagnosing a disease or triaging care Yes
Al adjusting email marketing timing No
Al tracking computer activity at work Yes
Chatbot giving student support and information access on college websites No
Al screening college/tuition/financial aid applications Yes
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Al helping doctors transcribe conversations with patients and integrating info into medical records

Al use for patient monitoring and sepsis detection

Virtual assistant to help navigate UCHealth locations, doctors, specialties, and health records

Al organizing college applications based on eligibility criteria and priority levels

Al use to review lease applicants

Al sorting through environmental data

Al sending housing related messages/reminders

Al determining insurance rates

Al flagging fraudulent or unnecessary claims

Al providing legal judgment without human verification

Al evaluating rental applications

Al making a decision on a personal or credit card application

Al making a decision on insurance eligibility, prior authorization, or treatment access

Al used in pretrial sentencing risk assessments or sentencing recommendations

Al used to determine eligibility for housing assistance, job training, and other government benefits

Al used in dating apps

Al used in determining which ads to display to a user

Al suggesting products

Al used in setting dynamic prices on shopping sites

Al in spell check, autocomplete, or photo editing apps No
Al managing IT resources or employee lunch schedules No
Al used for spam filtering or basic fraud detection alerts No
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THE ECONOMIC IMPACT OF Al

Given the research presented so far, CSl employed Regional Economic Models Incorporated’s (REMI)
dynamic multiplier system to estimate the economywide impacts for developers and deployers,
presented in the following two sections.

Regulatory Impact

Before delving into the details of the economic impact, it's worth asking the question: Do regulations
really have any impact on the economy? Perhaps the regulations have no effect? The answer is that
regulations typically slow economic growth. For instance, researchers found that compliance and
documentations costs in the European Union after the EU's General Data Protection Regulation (GDPR)
took effect saw monthly venture deals drop 17-26% and approximately 34% to 40% less raised per

deal compared to the U.S." Essentially, the GDPR regulations slowed the time-to-market for technology
products. A separate study found that data access constraints from GDPR led to an exit of mobile app
development and halved entry shortly after rollout, consistent with higher fixed costs of compliance and
data access restrictions.” A third study found that liability and higher-risk obligations can cause a shift away
from riskier domains. In essence, consumers get safer systems at the expense of higher costs and slower
market introduction of technology systems. At least, that was the finding for medical implants.”

Lastly, regulatory fragmentation can lead to market share loss, suggesting a need for harmonization in
some standards for optimal growth, at least according to the European Union Parliament regarding their
passage of the EU Al Act."

Broader Economic Impact from the Developer/Tech Sector
Impact If the Bill Goes into Effect As Is

Colorado is a leader in the technology sector, with approximately a tenth of its employment base in
technology. In terms of Al-related jobs, Colorado also ranks high in job postings, having the 14th highest
Al job postings, behind Ohio and just above Michigan (Figure 2). Colorado is expected to continue to be a
leader in the tech and Al sector.

Although job postings are typically much higher than actual job growth, the 15,583 Al-related jobs
postings that existed in Colorado in 2024 show the Al industry’s potential to be a major driver of
employment in the state. In fact, overall job growth in Colorado in 2024 was 22,100." Even if actual
Al-related jobs are only one-fifth of the job postings, the number still represents 14% of all job growth
in the state.
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FIGURE 2.

Al Jobs Postings in 2024

In 2024, Al job postings were 14th among states as the state continues to be a leader in technology.
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Regulating Al in the state will have some impact on the aforementioned Al employment base. The
magnitude of the impact is dependent on Colorado businesses and employees’ productivity relative to
other states and countries.

How, exactly, will SB 205 impact Al developers if it goes into effect? What is the chain of causation in how
it could impact developers? s it possible that Al developers could be unaffected? The answer to these
questions is it depends.

Suppose for the moment, that the possible impacts are a drop in Al-related employment growth of 5%,
10%, or 15%. How would that impact the broader Colorado economy?

The following Figure 3 has a

comparison. In the scenario FIGURE 3.

where there is a 5% drop in Al- Scenarios of Possible Impact from a Decline in Al-Related Job

related job growth at a 1:1 ratio Growth

Of actual jObS to jObS postings, Direct Al- Economywide Impact from Direct Drop Economywide Impact from Direct Drop
Scenario  Related Job  Assumption Assuming 1:1 Jobs to Postings  Assumption Assuming 1:5 Jobs to Pastings

the economywide impact is a Postings Relationship Relationship

drop of 2,734 jobs. The 10% AL Related Joone

and 15% scenarios are drops Postings

in jobs of 5,468 and 8,206. S den 796 2734 547

The far-right column has the

. ] ) 10% drop in 1,592 -5,468 -1,094
economywide impact if the grown
actual jobs to jobs postings e 2,389 8206 1641
turns out to be a 5:1 ratio of )
. . . L COMMON
Source: Lightcast, REMI
actual jobs to jobs postings. !!lg;ugﬁ

The practical impacts that will cause change for at least some developers include:

= Higher documentation burden on model inputs, bias mitigation strategies, and fallback
procedures.

= Ahigher legal and regulatory risk that could result in unfair trade practice accusations.

= Increased operational overhead by requiring developers to stay up to date with updates,
issue timely notifications, and maintaining ongoing documentation - all of which can slow
development cycles and continuous deployment.

= Although there are exceptions for small businesses, there is the potential for an unequal burden
on startups and small developers, specifically in such sectors as human resources and financial
resources.
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The just-mentioned table, of course, gives a range of impact. As a more refined estimate, CSl used the
minimum impact reported by Jia, Jin, and Wagman (2018) on the impact to the EU from implementation
of the GDPR regulation.* They found a minimum drop in weekly venture capital deal amount of 17% -
meaning a drop in potential growth.

Venture capital investment plays an important role in Colorado’s economy and is expected to continue
to grow into 2026 and beyond, with Colorado firms capturing a disproportionate share of venture
capital funding. In 2024, Colorado ranked fifth in the nation in terms of venture capital funding.* Investors
- be they small or large investors - provide funds for individuals with innovative ideas, supporting
high-growth startups, and creating challenging and rewarding jobs. Colorado is a hub for technology
innovation, bioscience research, aerospace, and clean energy, and venture capital provides early-stage
funding to these industries looking to expand. Startups backed by venture capital often scale faster than
traditional businesses, and this scaling creates job opportunities for the ambitious younger generation
and throughout the economy’s supply chain. This growth attracts workers skilled enough to compete
with workers anywhere in the world, strengthens the state’s entrepreneurial environment, and helps retain
talent that could migrate to larger markets like San Francisco, New York City, Phoenix, or Seattle.

In addition to direct job creation, venture capital investment enhances Colorado's long-term economic
well-being by diversifying the economy and fostering well-rounded strength to withstand adverse
economic shocks. As companies expand, they increase state tax revenues, attract further investment,

and create industry clusters that benefit other businesses along the supply/service chain. When
Colorado-based businesses experience successful exits, owners and investors recycle created wealth
back into the local economy as founders and employees invest in new innovative ventures of the
up-and-coming generation, expanding a positive cycle of innovation and growth. Overall, venture

capital not only provides much needed capital for individual companies and their innovators but also
strengthens Colorado’s competitiveness, ensuring that the state remains an attractive destination for both
entrepreneurs and investors.

Colorado is currently a national leader in the tech industry, with technology jobs accounting for 10%

of all statewide employment and contributing 20% to the state’s total GDP. Colorado also ranks third

in the nation for tech sector concentration, highlighting its importance as a hub for innovation and
economic growth. Every job created in the tech sector supports an estimated 2.67 additional jobs across
other industries, showing the ripple effect and broad economic impact of a strong tech ecosystem. This
makes the health and stability of Colorado’s tech industry essential - not only for short-term economic
performance but also for long-term statewide prosperity.”

Given the enormous amount of uncertainty surrounding Al regulation, CSI modeled the potential
economic impact for the developer portion in three parts. The first part was to estimate a minimum
economic impact, covering only the impact from reduced future growth in venture capital investment.
To do this, CSl employed an estimate produced by Jia, Jin, and Wagman (2018) on the impact for venture
capital deal volume in the European Union after passage of the European General Data Protection
Regulation. The minimum estimated impact was a reduction of 17% in weekly deal volume. CSl used
this assumption as a reduction in the growth in intellectual property investments. The estimated growth
was from Regional Economic Model’s Incorporated’s (REMI) assumptions on growth in GDP from 2026
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to 2030. These two numbers—REMI's projected GDP growth and a 17% drop in intellectual property
investments—was combined with the assumption that Colorado’s venture capital investments are
estimated at $10,426 per $1 million in GDPX

For instance, assuming GDP growth in the state will be $28 billion for 2026. CSI exploits this $28 billion in
growth (from REMI) to estimate the projected venture capital investments in the state for 2026 using the
assumption that venture capital investment is $10,426 per $1 million in GDP. This assumption produces
expected growth in venture capital investment of $292 million. Next, assuming the minimum impact
estimated by Jia, Jin, and Wagman (2018) is correct at 17%, then we know the forgone venture capital
investment for 2026 is approximately $50 million. This is the minimum impact from just the forgone
venture capital investment.

Overall, the results of this analysis show a minimum economic impact from just the developers aspect of
the bill of slower economic activity (all figures below are observed for the year 2030):

= Slower employment growth of 328

= Missing GDP growth of over $61 million

= Missing business sales (output) of $100 million

= Forgone Personal Income of $43 million

= Forgone Disposable Personal Income of $37 million

A more likely scenario of the impact also stems from Jia, Jin, and Wagman (2018), who also report a 39.6%
drop in amount raised on an average deal.X Using this figure as opposed to the 17% figure above, the
economic impact is as follows:

= Slower employment growth of 764

= Missing GDP growth of $143 million

= Missing business sales (output) of $233 million

= Forgone Personal Income of $100 million

» Forgone Disposable Personal Income of $86 million

The impact from the missed opportunity of venture capital investment in Colorado’s startup ecosystem is,
of course, just the tip of the iceberg of potential impact. Accounting for 20% of the state's GDP, throttling
the tech sector’s growth will also impact GDP directly. Assuming the 40% trimming on the tech sector’s
impact on GDP growth, the direct GDP impact from Al regulation could grow to (all figures in 2030):

= Slower employment growth of 30,359
= Missing GDP growth of $5.5 billion

= Missing business sales (output) of $8.9 billion
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= Forgone Personal Income of $4.1 billion

= Forgone Disposable Personal Income of $2.1 billion

Overall, as one would expect, higher documentation and innovation costs slow the attractiveness of the
state, slowing investment and overall economic growth (Figure 4).

FIGURE 4.

Impact from Reduced Venture Capital Investment in Colorado

Scenario Year

Scenario: Reduced venture capital

investment growth of 17% .
Scenario: Reduced venture capital 2030
investment growth of 40%

Scenario: Reduced GDP by reducing

tech sector growth's share of GDP 2030

nrnuth

Source: REMI, CSI Modeling
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(Thousands) (Thousands)
-328 -561,211 -5100,013 -543,125 -$37,062
764 -5142,587 -§232,972 -$100,455 -$86,334
-30,359 -§5,488,852 -$8,900,455 -$4,061,113 -§2,057,308

Broader Economic Impact from the Deployer Impact

The second aspect of compliance is the users of Al-related technology for making consequential
decisions. This impact varies widely by industry and job tasks. In general, most job-related tasks are
unaffected. Outside of a company’s employment practices, most industries have zero to minimal

impact from the bill.

The industries most ~ FIGURE 5.

heavily affected

beyond the HR

aspect are listed Sector

in Figure 5. The Education
industries with a Employment

disproportionate

. . Financial Services
impact include

education' Government Services
employment, Healthcare
financial services, .
Housing

government

. Insurance
services, healthcare,
housing, insurance, Legal Services

and legal services.

Source: CSI Research

Industries with a Disproportionate Impact from Al Regulation

Relevance Under SB 205

Admissions, enrollment, and educational access decisions

Hiring, promotions, terminations, performance evaluations, workplace surveillance
Lending, credit checks, insurance underwriting

Benefits eligibility, licensing, public assistance access

Coverage decisions, diagnostics, treatment prioritization

Renting, mortgage approvals, eviction decisions

Policy issuance, claims adjudication, premiums

Access to legal support, Al-assisted determinations in legal contexts

'CI]MMI]H
!I SENSE

NSTITHTE
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SB 205’S EFFECT ON HUMAN RESOURCES FOR ALL INDUSTRIES

An aspect that affects potentially all industries is the use of Al in making consequential employment-
related decisions, including:

= Hiring and firing
FIGURE 6.

= Performance evaluations

: Potential HR Compliance Costs
= Promotions

Cost Category Estimated Cost per Employer (example)

= Background checks .
Training $500 - $20,000 (annually)

= Electronic monitoring on Policy Development $1,000 - $20,000 (initial + updates)

networkS/deViceS Doecumentation and Audits 51,000 - $50,000 per year
. . Compliance Officer/Legal Counsel $75,000 - $150,000 salaryequivalent

The likely HR roles that will be

impacted inClUde: Appeals $500 - $5,000 per appeal

[ HR directors Source: CSl Research .!IEE;"SP‘EWH

[ NSTITNTE

= Recruiters
= Compliance/legal officers
= Data privacy officers

Broadly, the types of HR-related costs employers may incur include training, policy development,
documentation and audits, staffing (compliance officer, legal counsel), and appeals. The following figure
provides broadly estimated costs for each of these functions.

These broad HR compliance costs capture categories of tasks performed by HR professionals that
could be impacted by the use of Al. For a broader look at the HR tasks performed by human resources
professionals, Appendix B has details as identified by OxNET database. "

According to Gartner<, a research and advisory firm focusing on business and technology topics,
companies spend, on average, $2,810 per employee annually on HR functions, or approximately 1.5% of
organizational operating expenses or 0.8% of revenue. Breaking down the $2,810, Gartner reports that
companies spend $401 per employee on recruiting, $221 on total rewards, and $202 on Learning and
Development (L&D). The HR-related line item that is most closely related to the topic of this research -
technology - accounts for 8.4% of total HR budget. According to Gartner, this is the top area of planned
HR investment for the year"

Given this background, what will be the direct impact across the economy and all employers in the state
in complying with the HR aspect of SB 2057

Although unknown, a reasonable range could be an increase in the HR-related technology spending of
5% to 10%. That equates to a direct, HR-related economywide cost of between $49.7 million and $99.4
million. A recent study from Eloundou, Manning, Mishkin, and Rock (2023) suggests that around 80%
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of employees could have at least 10% of their tasks affected by Al Large Language Models (LLMs).xi
This 10% is used in the results reported in the following table. Using REMI with a $99.4 million increase
in production costs, the economywide economic impact - direct plus indirect and induced - comes to
(2026 impact is the year referenced in the following points):

= Missing employment FIGURE 7.

growth of 1,290
Impact from Higher Human Resources Costs in Complying

= Slower GDP growththan  with Al Regulations
otherwise by $79.2 million

Year Total Gross Domestic Sales Personal Disposable
. LOWGI‘ bUSineSS sales by Employment Product (Output) Income Personal Income
$-|372 million 2026 (1,290) (79,154,769) (137,230,795)  (109,109,127) (93,218,113)
2027 (1,504) (136,870,403) (235,123,248)  (144,247,327) (123,149,893)
. Forgone Personal Income 2028 (1,590) (164,472,337) (281,287,325)  (167,346,146) (143,438,054)
of $109.1 million 2029 (1,566) (173,802,892) (295999,862)  (178,131,415) (153,031,793)
. 2030 (1,480) (170,685,741) (289,581,379)  (180,539,913) (155,492,879)
= Forgone Disposable
Personal Income Of Source: REMI, CSI Modeling .'Iggﬁ"srguﬂ
$932 mI”I0n .‘ NITITATE

Broad Scope: Modeling Sectors with High Impact Based Upon
Using Al to Make Consequential Decisions

If implemented, Colorado’s Al Act is expected to have significant implications for various industrial
sectors, particularly those characterized by high exposure to automation and algorithmic decision-
making. Findings from a recent working paper by researchers at the University of Pennsylvania suggested
that approximately 80% of U.S. workers could see at least 10% of their job tasks affected by Al-

driven automation and regulatory requirements. More notably, nearly 20% of workers may experience
displacement of over 50% of their job responsibilities, particularly in roles heavily reliant on cognitive
and administrative functions.x

Further supporting this analysis, complementary research highlights that the majority of these exposed
job functions are concentrated among highly educated, high-income, white-collar workers, such as
professionals in finance, law, healthcare, and legal services. These occupations not only involve extensive
use of decision-support algorithms but also fall within the scope of the “high-risk” Al systems regulated
under the Act. As a result, compliance burdens, operational adjustments, and potential reductions in
workforce needs could be disproportionately felt within these sectors, amplifying economic disruptions
and productivity risks across the state — possibly making Colorado a less attractive place for businesses
and professionals to move to.*
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SECTOR-SPECIFIC IMPACT METHODOLOGY

To assess the potential economic impact of Colorado’s Al Act going into effect, CSI utilized the REMI
modeling framework, focusing on Production Cost as the policy variable of interest. The analysis assumes
that regulatory constraints of the Al bill will lead to increased administrative costs across key industries in
the state. Production Cost is a critical input in regional economic modeling because it directly influences

a firm's competitiveness, profitability, and operational decisions. In the context of the Colorado Al Act, the
regulation of Al technologies is expected to:

= Reduce automation efficiency in routine tasks, increasing reliance on human labor and manual
processes;

= Raise compliance and administrative costs as firms adapt to new reporting and oversight
requirements; and

= Slow innovation and adoption of productivity-enhancing Al tools, reducing output per worker.

These factors would increase production costs across multiple industries. By modeling this variable, CSI
captured how these higher costs ripple through the economy - impacting pricing, investment decisions,
employment, and overall output.

Furthermore, higher costs of production can make Colorado-based firms less competitive relative to
those in other states or countries with less restrictive Al environments, potentially leading to relocation,
lower demand for businesses and professionals to locate here, reduced investment, and/or contraction in
high-value sectors.

Regulatory compliance typically imposes additional cost burdens on the industries and organizations
subject to the legislation. To assess the potential magnitude of the Colorado Al bill's economic impact,
CSI modeled a highly conservative 1% increase in production costs across several Al-sensitive industries:
Financial Services, Housing, Healthcare, Education, Insurance, and Legal Services. These sectors are
among the most likely to face significant economic friction as a result of the new legislation.

CSl selected a 1% increase in production costs on relevant industries for three key reasons:
= To maintain a conservative approach in estimating potential economic impacts;

= Due to limited available data and the high level of uncertainty surrounding the bill's downstream
effects on industries and the broader economy; and

= To demonstrate that even a minimal cost burden on key sectors could result in significant negative
economic consequences under the proposed legislation.

Lastly, the cumulative impacts mentioned in the following sections refer to the sum of annual numbers
from 2026 through 2036. The jobs numbers are essentially job-years and the GDP numbers GDP-years.
To get a estimate of the annual impact from the cumulative figures, please refer to the table or if a rough
estimate works, divided the cumulative impact by 11.
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FINANCIAL SERVICES SECTOR IMPACT

The Financial Services industry - classified within the broader Business and Financial Services super-sector
- represents a critical component of Colorado's economy. According to data from the 2024 Occupational
Employment and Wage Statistics (OEWS), the Business and Financial Services sector employed
approximately 270,120 individuals, making it the fourth-largest employment sector in the state.

Financial Services in particular is likely to be significantly impacted by Colorado’s Al bill due to its reliance
on consequential decision-making - defined in this case as decisions that affect an individual’s legal rights,
financial status, or access to services.

Common activities such as loan approvals, credit scoring, insurance underwriting, and fraud detection
all involve consequential decisions. When Al is used to assist in these processes, firms must comply with
new requirements, including transparency, impact assessments, and documentation. Given the sector’s
dependence on data-driven tools, the bill introduces potential compliance costs, operational challenges,
and legal exposure, especially for firms operating across multiple jurisdictions.

In 2024, the average annual wage for workers in this sector was $99,316, which is approximately

54% higher than the estimated 2025 living wage for a single adult in Colorado. This wage premium
underscores the sector’s concentration of high-skill, high-income white-collar occupations—roles
that research has identified as disproportionately exposed to Al-driven task automation and regulatory
scrutiny under the Colorado Al Act. >

Given its scale, wage levels, and vulnerability to Al regulation (particularly in compliance, risk modeling,
and customer analytics), the financial services sector is expected to face significant disruption under both
moderate and high-impact modeling scenarios. Implications include potential employment contractions,
reduced productivity, and elevated compliance costs—especially for small and mid-sized firms without
dedicated legal or technical infrastructure to meet new regulatory demands.

Tasks that would likely most impact financial workers due to Colorado'’s unique approach to Al regulation
include:

= Recruiting staff members;
= Overseeing training programs;

= Approving, rejecting, or coordinating the approval or rejection of lines of credit or commercial real
estate, or personal loans; and

= Examining, evaluating, or processing loan applications.
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Figure 8 below reports the REMI results for the 1% production cost increase scenario. Estimates begin in
2026, when the bill is intended to be implemented, and projects out 10 years to 2036. According to CSl's
projections, between 2026 and 2036 alone, increasing operational costs for the Financial Services sector
by only 1% due to Al regulatory burdens would cause:

= Nearly 10,000 jobs lost in 2030 alone;
= Nearly $9.7 billion cumulative loss in statewide GDP;
= Over $16 billion cumulative loss in statewide economic output; and

= More than $10 billion cumulative loss in disposable personal income.

FIGURE 8.

Impact from Al Regulation on Financial Services - Assuming a 1% Increase in
Production Cost

. Disposable

v Cmpomen G lsbefoes g 0L ome e
(Jobs) (Thousands) (Thousands) (Thousands)
2026 -5,076 2,011 1,479 -5129,716 -$192,569 -5411,421 -$352,321
2027 7,130 -4,059 2,836 -$469,612 -$772,170 -$645,364 -$551,583
2028 -8,556 -6,003 4114 -§711,105 -$1,180,867 -$837,352 -$717,847
2029 -9,415 7,704 5,208 -$877.415 -$1,458,634 -$982,398 -$843,587
2030 -9,858 -9,102 -6,075 -5980,844 51,628,472 -51,087,606 -$935,604
2031 -10,030 -10,199 6,731 -51,038416 -$1,720,439 -51,161,888 -$1,001,288
2032 -10,061 -11,038 -7,197 -51,067,064 -$1,766,309 -51,218,298 -51,052,088
2033 -10,030 11,671 7,515 -51,083,700 -$1,789,242 -$1,262,766 -$1,091,693
2034 -0,094 12,156 7735 -81,094,955 -$1,806,535 -$1,303,586 51,127,606
2035 -9,983 -12,543 -7.897 -51,110,084 -51,831177 -51,345,956 -51,165457
2036 -10,007 12,864 -8,020 -51,132,896 -51,868,794 -51,393,349 -$1,207,560
Source: REMI, CSI Modeling !!' gg:lsrl‘guu

REAL ESTATE, RENTAL, & LEASING SECTOR IMPACT

When individuals negotiate a rental agreement, apply for a loan, or face eviction - all of which are
consequential decisions - the individual making the decision, be it the potential landlord, financial
intermediary, or current landlord, may use some type of Al to assist in their decision-making process. This
use could be regulated.
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= To estimate the bill's potential impact on the housing industry, CSI modeled economic impacts for the
Real Estate, Rental, and Leasing industry. This industry - classified within the broader Sales and Related
super-sector - represents 305,140 workers in the state and makes it the second-largest employment
sector in Colorado.

In 2024, the average annual wage for workers in this sector was $64,493, which is approximately
16.3% higher than the estimated 2025 living wage for a single adult in Colorado. .

While this wage level indicates relative income stability for many workers, the sector’s exposure to Al
regulation arises from the growing use of automated systems in credit scoring, tenant screening, property
valuation, and mortgage underwriting - all of which involve consequential decisions that may fall under
the Act's high-risk Al classification.

As a result, real estate, rental, and leasing firms - particularly those relying on Al for lead generation,
predictive pricing, or applicant evaluations — may face significant compliance demands, including
algorithmic impact assessments, increased transparency obligations, and enhanced consumer appeal
processes. For smaller agencies and property managers, these requirements could translate into notable
cost burdens, increased legal exposure, and a possible reduction in automation-driven efficiencies,
ultimately affecting both employment levels and housing market fluidity.

Generally, the largest impact on the real estate sector and its workers includes:
= Finding potential buyers; and
= Portfolio and neighborhood management.*

Figure 9 below reports the REMI results for the 1% production cost increase scenario. Estimates begin in
2026, when the bill is intended to be implemented, and projects out 10 years to 2036. According to CSl's
projections, between 2026 and 2036 alone, increasing operational costs for the Real Estate, Rental, and
Leasing sector by only 1% due to Al regulatory burdens would cause:

= Over 11,000 jobs lost in 2030 alone;
= Nearly $5.4 billion cumulative loss in statewide GDP;
= Over $11 billion cumulative loss in statewide economic output; and

» Nearly $11 billion cumulative loss in disposable personal income.
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FIGURE 9.

Impact from Al Regulation on the Real Estate, Rental, and Leasing Sector -
Assuming a 1% Increase in Production Cost

Total _ Gross Personal Disposable
Year Employment Popgl_allon Labpr‘ Force Domestic Output Income Personal
(Jobs) (Individuals) (Individuals) Product (Thousands) (Thousands) Income
(Thousands) (Thousands)
2026 -8,225 -2,848 -2,618 -$60,914 -$286,859 -$64,845 -5664,634
2027 10,390 -5,477 -4,425 -$500,314 -$1,040,563 -8505,394 -$949,343
2028 -11,400 -7,739 -5,932 -$715,116 -$1,406,368 -§720,969 -§1,135,855
2029 -11,509 -9,457 -7.019 -§784,921 -$1,521,911 -$791,104 -$1,231,629
2030 -11,091 -10,618 -7,683 -$753,995 -$1,465,983 -8760,195 -$1,262,743
2031 -10,443 -11,304 -8,012 -$665,641 -$1,313,684 -$671,663 -$1,253,741
2032 9,781 -11,642 -8,087 -$560,381 -$1,130,648 -$566,137 -$1,229,401
2033 9,179 -11,743 -8,008 -8448,806 -5946,516 -$454,265 -$1,199,626
2034 -8,743 -11,722 7,863 -$359,033 -$797,100 -$364,247 -$1,181,167
2035 -8,463 -11,657 -7,711 -$293,222 -$689,603 -$298,260 -$1,176,829
2036 -8,324 -11,595 -7,576 -$253,294 -$626,902 -$258,238 -$1,190,047
: : ' COMMON
Source: REMI, CSI Modeling I §SEH§IE

HEALTHCARE SECTOR IMPACT

The Healthcare industry is another key sector likely to experience substantial regulatory impacts under
Colorado’s Al Act, due primarily to the high frequency of consequential decision-making inherent in
clinical and administrative functions. These decisions - ranging from patient diagnostics to treatment
eligibility and scheduling - fall squarely within the Act’s definition of high-risk Al applications, making the
sector particularly sensitive to both compliance burdens and operational shifts.

In Colorado, healthcare employment spans two major occupational categories: Healthcare Practitioners
and Technical Occupations and Healthcare Support Occupations. Combined, these sectors employed an
estimated 259,360 workers as of 2024. According to OEWS data, the average annual wage across these
roles is approximately $76,417, which is about 30% higher than the projected 2025 living wage for a
single adult in the state i

Tasks that would most likely impact healthcare workers include:
= Selection of new patients via IT services;

= Analyzing patient’s medical history, medication allergies, physical condition, and examination results
to verify operation’s necessity and to determine best procedure;

= Informing parents and guardians of health problems and surgical procedures through various channels,
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such as in-person and telecommunication systems;

= Referring patients to medical specialists or other practitioners when necessary, assuming IT systems
are used;

= Interpretation of results from tests and physical examinations if IT systems are utilized; and
= Preparing case histories if IT systems are utilized >

Figure 10 below reports the REMI results for the 1% production cost increase scenario. Estimates begin in
2026, when the bill is intended to be implemented, and projects out 10 years to 2036. According to CSl's
projections, between 2026 and 2036 alone, increasing operational costs for the Healthcare sector by
only 1% due to Al regulatory burdens would cause:

= Over13,300 jobs lost in 2030 alone;
= Nearly $18 billion cumulative loss in statewide GDP;
= Over $29 billion cumulative loss in statewide economic output; and

= Nearly $15 billion cumulative loss in disposable personal income.

FIGURE 10.

Impact from Al Regulation on the Healthcare Sector - Assuming a 1% Increase in
Production Cost

) Disposable
ot Population Labor Force Gross Domestic Output Rersanal Personal
Year Employment L o Product Income
(Individuals) (Individuals) (Thousands) Income
(Jobs) (Thousands) (Thousands)
(Thousands)
2026 -10,482 -4,435 -3,444 -$982,442 -$1,647,850 -$929,588 -$794,156
2027 -12,442 -8,199 -5,894 -$1,446,008 -$2,427,293 -$1,237,646 -$1,056,244
2028 13,460 -11,345 7,876 -$1,686,364 -$2,824,192 -$1,455,136 -$1,246,519
2029 13,646 -13,783 9,326 -81,793,195 -$2,990,814 81,583,544 -81,359,622
2030 -13,344 -15,555 -10,283 -81,807,334 -$3,000,160 -81,649,396 -81,419,578
2031 -12,830 -16,777 -10,855 -$1,770,020 -$2,923,639 -$1,677,007 -$1,446,805
2032 -12,316 -17,599 -11,147 -$1,716,928 -$2,825,883 -$1,692,848 -$1,464,337
2033 -11,843 -18,138 -11,263 -$1,663,884 -$2,725,720 -$1,701,695 -$1,474,365
2034 -11,524 -18,516 -11,289 -$1,630,353 -$2,663,998 -$1,721,631 -$1,493,063
2035 -11,353 -18,814 -11,291 -$1,623,341 -$2,648,685 -$1,756,876 -$1,525,562
2036 -11,314 -19,086 -11,305 -$1,644,011 -$2,680,518 -$1,810,286 -$1,573,475
Source: REMI, CSI Modelin " COMMON
2 W[ SENsE
[ INSTITUTE
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Among the sectors analyzed, overall, the Healthcare industry is most at risk of higher regulatory costs
from the current Al statute. This makes sense given the industry’s size, the broad range of services it offers,
and the high number of consequential decisions subject to the new Al regulations.

These results suggest that the Colorado Al bill is likely to cause hospitals and healthcare systems to divert
resources away from direct patient care. Consequently, financial and human resources may be reallocated
from clinical functions to legal, IT, and compliance departments. Furthermore, concerns over legal liability
and unclear regulatory guidelines could lead healthcare organizations to delay or reduce adoption of Al
tools that currently enhance efficiency and patient outcomes.

These disruptions may slow innovation, exacerbate existing operational inefficiencies, and strain already
limited healthcare resources. Collectively, these factors may reduce the system’s capacity to deliver
timely, high-quality care, even as demand for healthcare services continues to rise.

EDUCATION & VOCATIONAL TRAINING SECTOR IMPACT

The Education and Vocational Training sector in Colorado is also a sector expected to face significant
disruption as a result of Al regulation. As with other industries examined in this report, the disruption is
primarily driven by the sector’s reliance on frequent, high-stake decision-making. For the purposes of
modeling these impacts, CSI has grouped K-12 and Higher Education into a single category.

In Colorado, the Education and Vocational industry falls into the larger Educational Instruction and Library
sector and employs an estimated 154,800 Coloradans. These workers are associated with an average
annual wage of $66,892 - roughly 20% higher than the estimated living wage in the state for a single
adult in 2025 xxxxx

Tasks that would likely impact education sector workers include:

= Utilizing IT grading software;

= Developing teaching plans with software programs;

= Adapting teaching methods and instructional materials to meet students’ varying needs and interests;

= Using computers, audio-visual aids, and other equipment and materials to supplement presentations;
and

= Administering standardized ability and achievement tests through IT software which interpret results
to determine student strengths and needs.
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Figure 11 below reports the REMI results for the 1% production cost increase scenario. Estimates begin in
2026, when the bill is intended to be implemented, and projects out 10 years to 2036. According to CSl's
projections, between 2026 and 2036 alone, increasing operational costs for the Education and Vocational
sector by only 1% due to Al regulatory burdens would cause:

= Over1,440 jobs lost in 2030 alone;
= Over $1.5 billion cumulative loss in statewide GDP;
= Over $2.5 billion cumulative loss in statewide economic output; and

= More than $1.4 billion cumulative loss in disposable personal income.

FIGURE 11.

Impact from Al Regulation on Education & Vocational Services - Assuming a
1% Increase in Production Cost

Year E:::llayment Population Labor Force g:gzi E[:omestlc Output E—Ej:nlal 2522::?18
(Jobs) (Individuals) (Individuals) (Thousands) (Thousands) (Thousands) I(;i?:?:ands)
2026 1,061 -459 -354 -573,458 -$126,519 -$82,132 -570,218
2027 -1,284 -856 613 -$119,108 -5203,559 -$118,557 -§97,009
2028 1,411 -1,195 -829 -5143,595 -5244,289 -5136,059 -5116,684
2029 -1,453 -1,464 99 -5155,004 -5262,449 -5149,803 -5128,786
2030 -1,443 -1,668 -1,104 -$157,104 -$264,800 -$157,279 -$135,565
2031 -1,410 -1,815 -1,178 -§153,844 -5258,184 -5160,848 -5139,006
2032 -1,371 -1,921 -1,222 -$148,507 -$248,440 -$162,776 -§141,083
2033 -1,337 -1,997 -1,246 -§143,212 -5238,729 -5164,218 -5142,606
2034 -1,315 -2,055 -1,261 -$139,511 -$232,109 -$166,511 -§144,782
2035 -1,306 -2,104 -1,272 -$138,195 -5229,675 -5170,223 -5148,241
2036 -1,310 -2,149 -1,282 -5139,458 -5231,652 -§175,673 -§153,178
Source: REMI, CSI Modeling !' gg;‘g‘éu"

These results indicate that the Colorado Al bill could increase regulatory and operational costs for
educational institutions, prompting a shift in resource allocation away from instructional spending -
particularly teacher salaries - toward compliance-related expenditures.

As schools and universities adapt to new oversight requirements for Al systems used in curriculum
planning, grading, admissions, and student services, they may be forced to invest in legal support,
administrative oversight, and upgraded technology systems to ensure compliance. These additional cost
pressures can divert funding from core instructional budgets, particularly in public institutions already
operating under tight fiscal constraints. As a result, schools may freeze or reduce teacher compensation,
delay hiring, or increase class sizes to absorb the financial burden, ultimately weakening educational
outcomes and workforce retention in the sector
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INSURANCE & RELATED CARRIERS IMPACT

The Insurance and Related Carrier sector, categorized under Business and Financial Operations
Occupations, plays a critical role across nearly every sector of Colorado’s economy. These positions
typically require a highly educated workforce and offer competitive salaries to match. For instance,
Insurance Underwriters currently earn an average annual wage of $102,991 - approximately 47.6% above
Colorado's 2025 livable wage for a single adult. i

Key functions within the industry - such as the issuance of policies, adjudication of claims, and
determination of premiums - are likely to be classified as consequential decisions under the new Al

bill when artificial intelligence is used to assist human decision-makers. As a result, the sector may face
increased compliance costs and operational disruptions, including potentially reducing human capital to
comply with higher expenditures.

Tasks that would most likely be impacted include:

= Process and record new insurance policies and claims;

= Reviewing insurance policy to determine coverage if IT software is involved;

= Transmitting claims for payment or further investigation if IT software is involved;

= Reviewing and verify data, such as age, name, address, and principal sum and value of property, on
insurance applications and policies if IT software is involved;

= Transcribe data to worksheets and enter data into computer for use in preparing documents and
adjusting accounts;

= Process, prepare, and submit business or government forms, such as submitting applications for
coverage to insurance carriers; and

= Enterinsurance- and claims-related information into database systems. "

The insurance sector is the only industry in this analysis to show positive GDP and economic output
effects in the first year of implementation, 2026. This initial growth is likely driven by a surge in demand
for new or expanded insurance coverage as companies seek to comply with SB 205’s regulatory
requirements. However, beyond 2026, the sector experiences negative economic impacts, as the
broader ripple effects of the legislation, such as higher compliance costs and reduced efficiency, begin to
outweigh early gains.

Figure 12 below reports the REMI results for the 1% production cost increase scenario. Estimates begin
in 2026, when the bill is intended to be implemented, and projects out 10 years to 2036. According to
CSl's projections, between 2026 and 2036 alone, increasing operational costs for Insurance and Related
Carriers by only 1% due to Al regulatory burdens would cause:

= Nearly 2,600 jobs lost in 2030 alone;

= Over $2 billion cumulative loss in statewide GDP;
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» Nearly $2.9 billion cumulative loss in statewide economic output; and

» Approximately $3 billion cumulative loss in disposable personal income.

FIGURE 12.

Impact from Al Regulation on Insurance and Related Carriers - Assuming a
1% Increase in Production Cost

Total . Gross . Personal Disposable
Year Employment F'op!.ll.anon Labgr_ Force Domestic Output Income Personal

(Jobs) {Individuals) (Individuals) Product {Thousands) (Thousands) Income

(Thousands) (Thousands)
2026 -1,447 -671 -503 $2,511 $63,178 -$133,628 -$114,485
2027 -2,015 -1,326 -928 -$100,476 -$116,155 -$205,984 -$176,161
2028 2,367 -1,924 131 -$167,100 -$231,576 -4261,356 -$224,228
2029 -2,540 -2,424 -1,621 -$207,092 -$300,072 -5299,977 -5257,834
2030 -2,593 -2,816 -1.854 -$226,322 -$332,387 -$325,346 -$280,191
2031 -2,576 -3,107 -2,016 -§231,710 -$340,713 -3341,392 -$294,592
2032 -2,527 -3,316 -2,121 -§227,945 -$334,973 -$351,885 -5304,333
2033 -2,481 -3,466 -2,186 -5224,478 -$326,417 -$360,810 5312435
2034 -2,446 -3,577 -2,226 -5220,319 -5318,374 -5369,817 -5320,437
2035 -2,431 -3,665 -2,255 -$219,075 -$315,197 -$380,654 -5330,170
2036 -2,434 -3,740 2,278 -$221,508 -$318,069 -$394,081 -5342,099
Source: REMI, CSI Modeling 'BUMM“"

!I SENSE

NETITNTE

LEGAL SERVICES SECTOR IMPACT

Legal services could also be impacted in that the advice of an attorney would likely be considered a
consequential decision if the advising individual used Al when giving advice that affects an individual’s
rights, freedoms, or legal status.

This industry is another that is associated with a highly skilled, highly educated, and highly demanded
workforce and that touches all corners of any economy. Legal services are a part of the justice, public
order, and safety larger sector which has an average annual wage of $94,744. That number exceeds the
Colorado 2025 livable wage rate by 43% for a single individual living in the state v

If lawyers or legal staff use Al tools their firms may be subject to strict compliance requirements, including
transparency in how Al informs decisions, bias assessments, and accountability protocols. Given the
sensitive nature of legal outcomes and the high risk of unequal treatment or due process concerns, the
bill could create operational slowdowns, increase liability risks, and raise compliance costs, especially for
firms adopting Al to manage high caseloads or reduce costs.
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Tasks that would most likely impact legal sector workers include:

= Case evaluations and legal strategy;

= Pleabargains or settlement advisories;

= Document review in litigation or discovery; and

= Eligibility assessments for legal aid or defense.

Figure 13 below reports the REMI results for the 1% production cost increase scenario. Estimates begin in
2026, when the bill is intended to be implemented, and projects out 10 years to 2036. According to CSl's
projections, between 2026 and 2036 alone, increasing operational costs for Legal Services by only 1%

due to Al regulatory burdens would cause:

= Over1,000 jobs lost in 2030 alone;

» Nearly $412 million cumulative loss in statewide GDP;

= Roughly $821 million cumulative loss in statewide economic output; and

= Almost $1.2 billion cumulative loss in disposable personal income.

FIGURE 13.

Impact from Al Regulation on Legal Services - Assuming a 1% Increase in
Production Cost

Year

2026

2027

2028

2029

2030

2031

2032

2033

2034

2035

2036

Total
Employment
(Jobs)

-556
-762

-906

-991

-1,036
-1,057
-1,064
-1,065
-1,066
-1,069

-1,074

Source; REMI, CSI Modeling

Population
(Individuals)
-232

-468

-692

-889
-1,052
-1,182
-1,285
-1,366
-1,431
-1,484

-1,528

Labor Farce
(Individuals)

-164

31

-449

-575

-673

746

-800

-841

-872

-896

915

Gross Domestic
Product
(Thousands)

$35,803
5348

-623,931
-639,973
-549,404
-§54,200

-556,331

-§56,233
-§55,910
-§55,810

-556,304

Qutput
(Thousands)
549,300
411,229
-$52,374
-$79,270
594,886
-$102,691

-$105,918

-$105,900
-$105,474
-$105,524

-$106,623

Personal
Income
(Thousands)

-$47,138
-$72,991
-$94,610
-$111,226
-5123,962
-$133,926

-$142,188

-6149,219
-§155,891
-6162,573

-5169,629

Disposable
Personal
Income
(Thousands)
-540,281
-$62,298
-$81,033
-595,430
-5106,556
-$115,336

-$122,709

-§128,912
-6134,735
-6140,637

-$146,853

|nm.muu
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HOW OTHER STUDIES HAVE ATTEMPTED
TO MODEL THE ECONOMIC IMPACT OF
Al REGULATION AT THE STATE LEVEL

CSl reviewed studies on the economic impact of Al regulation at the region and state level. The following
are selected results from reviewed studies/bills.

= Florida: Although based solely on an empirical assumption of a 1% drop in productivity, the James
Madison Institute found that Al regulation may reduce Florida’s economy by $38 billion.**i' The 1%
assumption is similar to estimates published by the IMF, Goldman Sachs, and McKinsey who put the
productivity growth from Al adoption of between +0.1% and +1.5%.*** Essentially, the 1% assumption
is assumed missed productivity growth rather than a decline in productivity. If this were to occur
across Colorado, it would equate to the following impacts as reported in Figure 14.

>

Figure 14’s positive impacts appearing in the early years of the simulation are due to a core
assumption in the REMI model: when productivity declines, firms must hire more workers to
maintain output levels. This initially leads to short-term job growth. However, as time progresses,
missing productivity gains means the state becomes less productive overall, lowering efficiency
and competitiveness. As a result, businesses gradually shift operations and investment to more
productive states, causing long-term declines across all columns showing economic impacts -
including employment, GDP, and economic output - within Colorado.

FIGURE 14.

1% Productivity Loss Example Across the Economy

Year

2026

2027

2028

2029

2030

2031

2032

2033

2034

2035

2036

Source: REMI, CSI Modeling

Total . Groes ; Personal Disposable
Employment Popg\atlon Labrorr Force Domestic Output Income Personal
(Jobs) (Individuals) (Individuals) Product (Thousands) (Thousands) Income
(Thousands) (Thousands)

20,866 2424 841 3,543,234 5,910,861 1,873,227 1,596,760
11,488 1,237 378 2,422,053 3,963,823 1,213,069 1,028,708
5124 -1,564 -1,360 1,421,925 2,254,835 666,915 563,408

623 -5,001 -3,573 650,216 948,723 210,607 171,974
-2,349 -8,452 -5,775 83,381 -26 -144,065 -133,783
-4,177 -11,587 -71,732 -311,244 -652,305 -404,393 -359,759
-5,198 14,251 9,323 -579,545 -1,084,198 -586,573 -519,687
-5,766 -16,449 -10,580 -748,453 -1,362,892 -716,839 -635,070
-6,033 18,224 -11,545 -865,262 -1,548,923 -806,198 -715,250
-6,163 19,654 -12,280 951,717 -1,685,786 -872,160 -775,692
-6,187 -20,807 -12,823 -1,018,728 -1,789,484 923,176 -823,371
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= Florida Senate (SB 936): The bill requires a study every three years on the economic impact of
automation, Al, and robotics on employment in the state.X This Florida fiscal impact assessment
sources an MIT study that suggests that for “each additional robot per thousand workers reduces the
local employment-to-population ratio by 0.39 percentage points and wages by about 0.77 percent”
The fiscal assessment also reports on one study that suggests the Miami-Dade, Broward, and Palm
Beach counties may see a 23% reduction in their total workforce displaced by automation by 2030
Although the studies will turn out to be inaccurate, they suggest that the impact of algorithmic
learning may have a wider impact than what society saw with the onset of the Industrial Revolution.

= Texas House (HB 2060): This bill established a dedicated council meant to oversee Al implementation
within Texas state agencies. It has established a structured framework to evaluate and guide the usage
of Al'in the state government as the state commits to responsible and ethical Al regulation i The
Texas Al Advisory Council was established through this bill to carry out the functions outlined in the
bill. The council has not yet released any research or partaken in any studies that are accessible to the

public currently.

Internationally, job listings including at least one Al-related skill have been increasing. Australia, the United
States, the United Kingdom, New Zealand, and Canada were the first five countries to begin recording job

listings that included these
skills in 2014, and now 16
more countries have joined
this list. Figure 15 visualizes
this increase in Al usage

in the job market. As Al
becomes more prevalent,
employers across the world
have begun to demand
more Al-related skills,
indicating Al's growing
influence on the job market
and the importance of being
able to compete for Al-
related business.

FIGURE 15.

Proportion of All Job Postings that Mention at Least One Al-
Related Skill by Country or Region

2014-2024
5
4
Singapore
3
Luxembourg
2 United States
— United Arab
p ~ ~ Emirates
= —7 \ \/ Canada
1 United Kingdom
_____‘-—l-—-"

0
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Source: Our World in Data
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OTHER STATES’ APPROACH TO Al

Colorado is first among states to bring this type of Al regulation forward. Our understanding is that this
initial piece of legislation (SB 205) was intended to be a starting point, with future legislation intended

to clarify Colorado’s approach within the broader regulatory environments across other states. If
Colorado’s approach when implemented is significantly different than other states and countries (such

as the EU), companies selling products would either have to have different versions for their product or
not sell their product in the state. Colorado-based Al developers would also need to potentially have
multiple products. To date, Colorado has led the charge for Al regulation, with California, Utah, and Texas
following suit. Figure 16 displays the status of Al-related legislation by state according to the International
Association of Privacy Professionals (IAPP). As shown, only four states have some type of legislatively
adopted regulation, with most attempts at regulation failing. Stanford University’s Artificial Intelligence
Index Report offers a different accounting of Al legislation, suggesting 15 states have adopted some form
of Al legislation from 2016 through 2023 The differences stem from how the research groups classify
Al legislation. Although different in accounting, the general conclusion is that a minority of states have
nothing on the books when it comes to Al legislation.

Of the states that have some type of passed Al regulation framework, California’s has been the most
similar to Colorado’s in that it requires Al transparency from developers to clearly disclose and, at no cost,
give options to customers when Al is being used.*" Utah’s bill requires Al disclosure, and Texas assesses
potential discrimination in

state agencies Al systems. FIGURE 16.

Over 40 states have some
type of Al legislation on the Status of Al Bills by State

books, but the |egis|ation B No bills introduced @ Inactive bill @Signed @ In cross chamber @ In committee @1n cross committee
is in specific areas, such as a
deepfakes, illicit images, or

music copyrights. Among

all states, 46% of states

haven't introduced any

Al-related framework bills
according to IAPP, and

28% of states currently

have inactive Al-related
framework bills (see Figure

16). With that said, over

40 states have addressed

specific Al-related topics,

.such as deepfalfes, iIIicit- i .!I Egqudlsrgnn
images, or music copyrights.
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Competition in Al

The field of Al is still new. It is complex and hard for a state to do alone without alienating an industry
and causing it to be driven elsewhere. In a state known for fierce competition and rapid innovation,
poorly designed or overly burdensome regulations risk driving away investment and stifling growth.
When compliance

becomes too costly or FIGURE 17.

unclear, startups and small

businesses are especially Growth in Al and Bitcoin/Crytocurrency Venture Capital/Sales

Vulnerable ) I'EdUCing the Year VC §in Al VC$ in Bitcoin Al Sales Bitcoin and Cryptocurrency Sales
overall competitiveness 2022 $78.5bilion  $30.0 billion $142.3 billion $38.1 billion
of the ecosystem. This 2023 $55.6 bilion  $10.1 billion $196.6 billion $33.7 billion
also highlights a broader . » . »
. . . 2024 $131.5 billion  $11.5 billion 5279.2 billion 547 .3 billion
Issue: Inconsistent state-
. 2025 Q1 $91.5billion  $4.8 billion $97.7 billion $15.4 billion

by-state regulations create

. . 2025 (Projected)  $220 billion $18 billion+ $390.9 billion $68.8 billion
uncertainty for companies

2030 (Projected) §1,811.7 billion  $383.0 billion

operating nationally. A

patchwork of Al laws -
especially ones that are
not pro-growth - could

Source: Bondcap
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discourage investment and FIGURE 18.
innovation in a state that .
doesnothave thoughtful 1 B0 CE e O ey 1001
regulations.
TikTok
For instance, two slides Fortnite
from a May 30, 2025, 340- Disney+
page slide deck published nstagram
by renowned investor and VhatsApp
researcher Mary Meeker Snapchat
and her colleagues at YouTube

BOND"" show the growing Facebook
importance of Al and the seorty |
intense competition after Teegram
dollars (Figure 18 and 19). i
Based upon BOND’s figures, voer
global Al sales may reach
(or surpass) $1.8 trillion by
2030, a whopping over $1.6
trillion rise from 2022's $142
billion. Colorado developers
compete for this revenue. Source: BOND
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In addition to the enormous growth in Al-related product sales, adoption of Al tools to a critical mass of
users has been incredibly fast. For instance, the following Figure 19 shows the adoption of products. The
advancement of Al may make product adoption much faster than we've seen in any previous generation
with products potentially reaching 100 million users in potentially less than two months.
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BOTTOM LINE

The astonishingly fast rise in the usage of artificial intelligence and potential for its impact on
jobs, economic growth, competition, and consumers presents a challenging environment
for balancing competing interests.

Colorado is currently a national leader in the tech industry, with technology jobs accounting
for 10% of all statewide employment and contributing 20% to the state’s total GDP.
Colorado also ranks third in the nation for tech sector concentration, highlighting its
importance as a hub for innovation and economic growth. Every job created in the tech
sector supports an estimated 2.67 additional jobs across other industries, showing the
ripple effect and broad economic impact of a strong tech ecosystem. This makes the health
and stability of Colorado’s tech industry essential - not only for short-term economic
performance but also for long-term statewide prosperity."i
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METHODOLOGY

Estimating the Impact of Developers

The impact on developers/builders of Al systems was modeled through an impact from the venture
capital lens. As mentioned in the main body of the paper, research from economists at the National
Association of Business Economics suggests that after passage of the EU's GDPR Al regulation, weekly
venture capital funding declined, potentially by a minimum of 17%. Using Colorado's $10,426 per

$1 million in GDP of venture capital investment, Colorado would forgo some growth in venture

capital investment, mostly in technology related firms. This forgone investment in intellectual
property was used as an input into REMI.

Estimating the Impact of HR Deployment

To estimate the impact on deployers of Al, the first step was to manually group industries into one of
three classifications: Zero to Minimal Impact, Perhaps HR, Broader/Task Level Impact.

For the industries classified as having Zero to Minimal Impact, no compliance costs were applied.

For the industries with Perhaps HR impact or Broader/Task Level Impact, an HR impact was assigned
using the estimated share of wages devoted to human resources technology multiplied by 10%.
The result, about $99 million, was applied as an increase in the cost of doing business within the
REMI modeling system.
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