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MISSION STATE

Common Sense Policy Roundtable is a non-profit,
free-enterprise think tank dedicated to the
protection and promotion of Colorado’s economy.
CSPR actively follows tax and budget

related legislation and initiatives.

LETTER FROM TSl

Dear CSPR Supporters,
2012 was a year of continual success and challenges for Common Sense Policy Roundtable.

Considerable progress has been made in introducing a dynamic econometric model for Colorado. We have met with
legislators, executive branch personnel, academics, and university leaders. All have opinions, which are favorable for the
need of a dynamic model and recognize the values of assessing economic and job growth when major policy decisions
for the state are being considered.

\We entered the final phase of setting up a “public-private” organizational structure allowing legislative, commercial, and
academic use of the dynamic model balancing economic and job creation research. The challenge will be prioritizing our
research. The end reward will be the enhancement of public discourse and decision-making on key public policy decisions.

Additionally, in 2012, we accepted another challenge. CSPR was asked to research what other states may be doing to control
the growth of Medicaid budgets. Governor Hickenlooper has accepted the federal government’s offer to finance expansion of

state’s Medicaid recipients and programs. Eventually, the state will need to replace the federal government’s subsidy starting
in the fourth and fifth year. Then Colorado will face a ‘fiscal crisis’. This year we produced a report on the alternatives other
states have chosen to control state Medicaid expenses. It discussed how other states have had success in meeting the unique
Medicaid demands without spending more.

Beyond the special Medicaid study, we continued focusing on jobs creation. Through the use of dynamic modeling, CSPR
explained that certain jobs create more of an economic multiplier effect for Colorado. For example, CSPR helped legislators
and various community organizers understand how one energy job could create approximately additional jobs within
Colorado, whereas the “typical” Colorado job may create 2 to 3 additional jobs. This information helped contribute to the
encouragement of statewide energy policy for fracing with state regulators and executive branch clearly understanding the
greater opportunity for job growth within the energy industry.

Lastly, closing out the year, we assisted with several broader community efforts. We supported the Yes on S personnel reform

initiative. In effect, the executive branch would have broader authority in personnel changes. In addition, we co-hosted the first

annual Business Legislative Candidate Forum, featuring Senate District 26 and House District 3. We hosted this in partnership
with the Denver Business Journal, Denver South Economic Development Partnership, and South Metro Denver Chamber.

As you can see, 2012 has been a year of significant progress working across party lines and coming up with common sense
solutions to business policy issues. We fully expect that in 2013 CSPR will institutionalize the dynamic model as a public-
private good. Our first priority will be to clearly explain the “fiscal cliff” Colorado has coming in the next 5-6 years related to
Medicaid. First, it is a matter of informing, second, it's a matter of assessing, and third, it's a matter of identifying resolution.
Hopefully, the public debate will start this year.

Thank you for all your contributions and support to the common Sense Policy Roundtable.

Respectfully submitted,

Earl L. Wright,
Board Chair
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This year CSPR worked closely with REMI (Regional Economics Modeling, Inc.) to run a

variety of dynamic model simulations to figure out the true impact of creating a single job!

How would creating 5,000 direct jobs with an average annual
compensation rate of $38,286 impact employment in Colorado
and the rest of the United States?

Job creation in the United States
would benefit because of
Colorado’s 5,000 jobs too.

» 1,563 Intermediate Demand Jobs
» 828 Local Consumption Jobs

» 56 Government Demand Jobs

» 248 Investment Activity Jobs

This simulation would create 11,115
jobs in Colorado and 5,844 in the
rest of the United States.

» 5,000 Direct Jobs

» 2,221 Intermediate Demand Jobs
» 2,326 Local Consumption Jobs

» 91 Government Demand Jobs

» 603 Investment Activity Jobs

How would creating 5,000 direct jobs in the energy sector with an
average annual compensation rate of $106,313 impact employment
in Colorado and the rest of the United States?

Job creation in the United States
would benefit because of Colorado’s
5,000 jobs too.

» 6,414 Intermediate Demand Jobs
» 3,992 Local Consumption Jobs

» 235 Government Demand Jobs

» 1,418 Investment Activity Jobs

This simulation would create 23,026
jobs in Colorado and 5,844 in the
rest of the United States.

» 5,000 Direct Jobs

» 6,201 Intermediate Demand Jobs
» 6,713 Local Consumption Jobs

» 291 Government Demand Jobs

» 4,826 Investment Activity Jobs

1. REMI “Connective Jobs to the Economy using REML.” Internal Study, 2012.
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TRUST TAX

Economic Impacts of Eliminating Colorado’s Fiduciary Tax on Trusts

By Eric Fruits, Ph.D.
Published March 2012

While nearby states have no taxes on trusts, Colorado’s trust tax laws are unfavorable
for setting up and managing trusts. Indeed, estate planners have been advised to avoid
Colorado-based trustees. Colorado’ unfavorable tax climate for trusts is demonstrated
by the following observations:

» The state’s fiduciary tax has contributed to a decline in EEEEEEE———
Colorado’s trust business. The number of trust accounts
Study shows

in Colorado has declined over the past decade with the
state losing an average of approximately 500 accounts am ]
a year. eliminating

» Colorado is losing trust business to more competitive
states. While Colorado’s business has seen a decline, the
number of accounts in the rest of the US has been stable.
As a result, Colorado’s share of the US trust industry has
seen a decline from nearly 0.35 percent of the market to
less than 0.20 percent.

Colorado’s tax on
trusts can boost

the state’s economy

» Eliminating the fiduciary tax would not noticeably affect

and grow the
the state budget. In 2010, the most recent year for

which information is available, fiduciary tax collections tax base
accounted for only 10 cents of every $100 in total tax .
collections by the state. _

The study by Common Sense Policy Roundtable employs a widely used model to
calculate the net economic and fiscal impacts in Colorado if the state eliminates the
tax on trusts, with the following effects within a decade.

» 9,370 to 21,965 more full- and part-time jobs.

» $1.65 billion to $3.87 billion in additional economic activity.

» $435 million to $1.03 billion in additional payroll and self-employment income.

» Eliminating the tax would “pay for itself” with increased tax collections relatively
quickly.

If the state can attract sufficient trust assets by eliminating its fiduciary tax on trusts, the
Colorado economy would experience improved employment and incomes over the next
decade at virtually no cost to the state’s tax revenues.
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ENERGY IN COLORADO

» The Colorado oil and gas industry employs over 50,000 people directly
(roughly 6% of the state’s total employment).

» In addition to the 50,000 direct jobs, Colorado’s oil and gas industry supports over
190,000 indirect jobs throughout the state.

» The oil and gas industry provides $12.4 billion in total labor income and $24 billion
in value added economic output annually for the state.

» Colorado ranks 7th among states in natural gas production and 12th in the nation
for crude oil production.

As a leading job creator and significant source of revenue, Colorado’s energy

economy should be protected and fostered to maximize the state’s full potential.

» State lawmakers should eliminate the uncertainty created by local governments
who are enacting their own set of regulations. These new regulations are preempted
by state rules and go beyond the current regulations that are widely considered the
most restrictive in the nation.

» Resist efforts by national anti-fossil fuel interest groups to ban the practice of
hydraulic fracturing. Colorado has strong disclosure laws - an outright ban on
fracing would cost thousands of jobs.

» Request greater public lands access from the federal government - appoint a

DYNAMIC MODEL

Did you know?

»

A dynamic model is a tool that is able to measure the economic impact of
policy changes beyond simple revenue changes to government budgets.
A dynamic model allows for a deeper analysis of economic impacts to
businesses as well as government by measuring the multiplier effect

that results from changes in public policy.

All legislation that has a potential fiscal impact to the state is assigned a fiscal
note from the Office of Legislative Council. Currently, these fiscal notes are
generated using a static model that fails to accurately reflect the full impact
of the proposed bill.

Twice in the past six years lawmakers have passed legislation directing the
Office of Legislative Council to begin the process of creating a dynamic model
in order to gain a more complete assessment of the fiscal impact a piece of
legislation would have.

CSPR is close to finalizing an agreement to partner with an academic
institution and the Denver South EDP and Metro Denver EDC to craft
a model that would be made available to policymakers to measure
the impact of major policy changes.

federal lands advocate to ensure Colorado is receiving maximum value from
energy development on public lands.

1. Colorado Oil and Gas Association website www.coga.org.
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2012 FINANCIALS

REVENUES CSPR 2012 SYMPOSIUM

Over 100 business, industry, and elected leaders attended the third annual

Board DUes.......coci $150,000 ) i . :
Cash on Hand 542100 symposium, where progress regarding the creation of a dynamic model was
Contributions..______ sg ’600 highlighted. We had Adam Fulton with REMI attend the Symposium and answer

questions regarding dynamic modeling. The Trust Taxation Study was also
Total Revenue 2012 $200,700 released and discussed in detail.

In addition, research publications on modeling, energy and fracing, Medicaid and
the Trust Tax and how they impact job creation were released.

EXPENSES
............................... CSPR 2012 LEGISLATIVE SURVEY

CSPR developed and released our first-ever legislative candidate business survey.
Over fourteen candidates completed the survey and results were posted on our
website, facebook and sent to our members as an educational resource for voters.
""""""""""""""""""""""""" Questions ranging from Medicaid to fracing and overall ideas on business growth
------------------------------------------------------------------------ and job creation were asked. Results were also published at our Annual Symposium.

ACCOUNTING oo $1,958

Website ... 599 CSPR 2012 CANDIDATE FORUM

Total Expense ... . $166,977 CSPR was pleased to host the first-ever business candidate forum in partnership with
Net Income [ 1 the Denver Business Journal, Denver South Economic Development Partnership,

1 and South Metro Denver Chamber in September. The Colorado Jobs & Economy
Forum featured Senate District 26 Candidates: Senator Linda Newell (D) and Dave
Kerber (R) and House District 3 Candidates Representative Daniel Kagan (D) and
Brian Watson (R). The Forum was extremely well received and we look forward
to hosting more forums across the state in 2014.

INESS JOURMAL

state House seat

Kagan, Watson battle for Colorado’s District 3

October 5, 2012

State Rep. Daniel Kagan, D-C}}e
came about their businesses 11
state government’s relationship w

rry Hills Village, and his Republican challenger, Brian V\ﬁtst:)n,
di);ferent ways. That’s also true about how they approach the

ith the business community.
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