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Summary Information

Overview. The bill creates a registration program for kratom products.
Types of impacts. The bill is projected to affect the following areas on an ongoing basis:

e State Revenue e TABOR Refunds
e State Expenditures

Appropriations. For FY 2025-26, the bill requires an appropriation of $280,606 to the Department of
Revenue.

Table 1
State Fiscal Impacts

Budget Year Out Year Out Year
Type of Impact FY 2025-26 FY 2026-27 FY 2027-28
State Revenue $0 $606,814 $503,099
State Expenditures $306,344 $606,814 $503,099
Transferred Funds $0 $0 $0
Change in TABOR Refunds $0 $606,814 $503,099
Change in State FTE 1.9 FTE 4.8 FTE 3.6 FTE

T Fund sources for these impacts are shown in the tables below.
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Table 1A
State Revenue

SB 25-072

Budget Year Out Year Out Year
Fund Source FY 2025-26 FY 2026-27 FY 2027-28
General Fund $0 $0 $0
Cash Funds $0 $606,814 $503,099
Total Revenue $0 $606,814 $503,099

Table 1B
State Expenditures

Budget Year Out Year Out Year
Fund Source FY 2025-26 FY 2026-27 FY 2027-28
General Fund $280,606 $0 $0
Cash Funds $0 $542,524 $460,006
Federal Funds $0 $0 $0
Centrally Appropriated $25,738 $64,290 $43,093
Total Expenditures $306,344 $606,814 $503,099
Total FTE 1.9 FTE 4.8 FTE 3.6 FTE

Summary of Legislation

The bill creates a program in the Department of Revenue (DOR) to regulate kratom processors,
which are people who manufacture, package, label, or distribute products made from the plant
Mitragyna speciosa. It establishes standards for kratom products and requires kratom processors
to hold a food facility registration from the federal Food and Drug Administration. DOR may
require a kratom product suspected of adulteration be tested by a third party, and any violation
may result in the registration being suspended or revoked.

A manufacturer that makes or distributes a kratom product without a registration is subject to a
civil penalty as follows:

e for the first violation, up to $1,000;

e for the second violation, up to $5,000; and

o for each subsequent violation, between $5,000 and $20,000, and a three-year ban on making
or distributing kratom products in the state.

Under current law, it is a civil infraction to furnish a kratom product to anyone under 21 years
old and, and retailers must check identification before selling kratom. The bill makes it a
deceptive trade practice to sell a kratom product:

e to a person under 21 years old, or that is accessible to a person under that age;
e thatis adulterated or fails to meet certain composition standards;
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e mimics candy or is marketed to appeal to children;
e is combustible; or
¢ that fails to meet certain labelling requirements.

Assumptions

The fiscal note assumes that DOR will establish the registration program in FY 2025-26, and that
it will begin accepting applications for registration in FY 2026-27. Because of the lag in fee
revenue, General Fund is required to cover start-up costs for FY 2025-26.

The fiscal note also assumes that about 87 kratom processors will apply to register an average of
30 products each, and that the number of kratom processors will modestly grow each year.

State Revenue

Beginning in FY 2025-26, the bill increases state revenue from kratom product registration fees,
civil penalties, and filing fees.

Fee Impact on Kratom Processors

Colorado law requires legislative service agency review of measures which create or increase any
fee collected by a state agency. The fee amounts shown in Table 2 are estimates only, actual fees
will be set administratively by DOR based on cash fund balance, program costs, and the number
of products subject to the fee. The fee decreases starting in FY 2027-28 to reflect the lower
ongoing costs in the department.

Table 2
Fee Impact on Kratom Processors

Number Total
Fiscal Year Type of Fee Estimated Fee Affected Fee Impact
FY 2026-27 Registration Fee $209 2,900 $606,814
FY 2027-28 Registration Fee $157 3,200 $503,099

T Totals may not align due to rounding.

Civil Penalties

Under the Colorado Consumer Protection Act, a person committing a deceptive trade practice
may be subject to a civil penalty of up to $20,000 for each violation. Additional penalties may be
imposed for subsequent violations of a court order or injunction. This revenue is classified as a
damage award and not subject to TABOR. Given the uncertainty about the number of cases that
may be pursued by the Attorney General and district attorneys, as well as the wide range in
potential penalty amounts, the fiscal note cannot estimate the potential impact of these civil
penalties.
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Filing Fees

The bill may minimally increase revenue to the Judicial Department from an increase in civil case
filings. Revenue from filing fees is subject to TABOR.

State Expenditures

The bill increases state expenditures in the Department of Revenue by about $280,000 in

FY 2025-26 paid from the General Fund, and about $510,000 in FY 2026-27 and $400,000
beginning in FY 2027-28, paid from the Kratom Consumer Protection Cash Fund. These costs are
summarized in Table 3 and discussed below. The bill also minimally affects workload in the
Department of Law and the Judicial Department.

Table 3
State Expenditures
Department of Revenue

Budget Year Out Year Out Year
Cost Component FY 2025-26 FY 2026-27 FY 2027-28
Personal Services $103,108 $223,789 $156,147
Operating Expenses $1,664 $4,480 $2,944
Capital Outlay Costs $6,670 $13,340 $0
Legal Services $144,439 $300,915 $2300,915
Software Updates $24,725 $0 $0
Centrally Appropriated Costs $25,738 $64,290 $43,093
FTE — Personal Services 1.3 FTE 35 FTE 2.3 FTE
FTE — Legal Services 0.6 FTE 1.3 FTE 1.3 FTE
Total Costs $306,344 $606,814 $503,099
Total FTE 1.9 FTE 4.8 FTE 3.6 FTE

Department of Revenue

Beginning in FY 2025-26, the bill increases costs for the DOR to implement the registration

program, as discussed below.

Staff

DOR requires 1.3 FTE in FY 2025-26 to develop the new registration program, which includes

1.0 FTE to administer the program, and 0.3 FTE to support rulemaking in FY 2025-26 only. Once
the program begins accepting applications in FY 2026-27, DOR requires additional staff to
process applications and for compliance. The workload decreases in subsequent years under the
assumption that application renewals take less time to process than new applications. Standard
operating and capital outlay costs are included.
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Legal Services

DOR requires 1,080 hours of legal services in FY 2025-26 and 2,250 hours in subsequent years to
conduct rulemaking for the program, to handle administrative cases that arise, and for general
counsel. Legal services are provided by the Department of Law at a rate of $133.74 per hour. The
additional hours equate to 0.6 FTE in FY 2025-26 and 1.3 FTE beginning in FY 2026-27.

Software Updates

DOR requires changes to its licensing software to accommodate the new registration in
FY 2025-26 only. This includes programming contracted to the vendor and testing.

Department of Law

Workload in the Department of Law will minimally increase to the extent that deceptive trade
practice complaints are filed. The department will review complaints under the bill and prioritize
investigations as necessary within the overall number of deceptive trade practice complaints and
available resources.

Judicial Department

The trial courts in the Judicial Department may have an increase in cases filed under the
Colorado Consumer Protection Act from the addition of a new deceptive trade practice. It is
assumed that kratom retailers and manufacturers will abide by the law and that any violation of
the legislation will result in minimal number of new cases. The fiscal note assumes that this can
be accomplished within existing resources and that no change in appropriations is required.

Centrally Appropriated Costs

Pursuant to a Joint Budget Committee policy, certain costs associated with this bill are
addressed through the annual budget process and centrally appropriated in the Long Bill or
supplemental appropriations bills, rather than in this bill. These costs, which may include
employee insurance, supplemental employee retirement payments, leased space, and indirect
cost assessments, are shown in the expenditure table above.

TABOR Refunds

The bill is expected to increase the amount of state revenue required to be refunded to
taxpayers by the amounts shown in the State Revenue section above. This estimate assumes the
December 2024 LCS revenue forecast. A forecast of state revenue subject to TABOR is not
available beyond FY 2026-27. Because TABOR refunds are paid from the General Fund, increased
cash fund revenue will reduce the amount of General Fund available to spend or save.
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Local Government

Similar to the state, to the extent district attorneys receive deceptive trade practice complaints
related to the new deceptive trade practice under the bill, workload will increase to investigate
complaints and seek relief when appropriate. It is assumed most such cases will be handled at
the state level by the Attorney General.

Effective Date

The bill takes effect upon signature of the Governor, or upon becoming law without his
signature, and applies to conduct occurring on or after that date.

State Appropriations

For FY 2025-26, the bill requires a General Fund appropriation of $280,606 to the Department of
Revenue, and 1.3 FTE. Of this, $144,439 is reappropriated to the Department of Law, with an
additional 0.6 FTE.

State and Local Government Contacts

Information Technology Revenue
Law Treasury
Personnel

The revenue and expenditure impacts in this fiscal note represent changes from current law under the bill for each
fiscal year. For additional information about fiscal notes, please visit the General Assembly website.
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