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BILL TOPIC: HOME SERVICE CONTRACTS

Fiscal Impact Summary* FY 2015-2016 FY 2016-2017

State Revenue < $5,000 < $5,000

   Cash Funds < 5,000 < 5,000

State Expenditures Minimal workload increase.

FTE Position Change

Appropriation Required: None.

* This summary shows changes from current law under the bill for each fiscal year. 

Summary of Legislation

The bill extends the regulation of home warranty service contracts currently in place for
preowned homes to also include new homes.  The bill defines "home warranty service contracts,"
and excludes from the definition public utility contracts and a builder's warranty against construction
defects provided in connection with a new home sale.  A builder's warranty against construction
defects is also specifically excluded from the standards related to consumer goods service
contracts.  The bill extends the automatic repeal of the home warranty service contracts statutes
from July 1, 2017, to July 1, 2020.

Background

The Colorado Consumer Protection Act (CCPA) authorizes a homeowner to seek legal relief
in a dispute with home warranty service companies.  Enforcement of the CCPA may be undertaken
by the a district attorney, the Attorney General's Office, or private parties.

State Revenue

Beginning in FY 2015-16, the bill is anticipated to increase state revenue by less than
$5,000 per year, credited to the Fines Collection Cash Fund in the Judicial Department.  Any
person in violation of the statutes regarding home warranty service contracts commits a class 2
misdemeanor.  The penalty for a class 2 misdemeanor is 3 to 12 months imprisonment in a county
jail, a fine of $250 to $1,000, or both.  Because the courts have the discretion of incarceration,
imposing a fine, or both, the precise impact to state revenue cannot be determined.  However,
based on the low number of fines imposed in 2014, and no instances of violations of the current
regulation of home warranty service contracts for preowned homes in the past five years, the fiscal
note assumes that any revenue generated is likely to be less than $5,000. 
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State Expenditures

The bill is expected to result in a minimal workload increase for the trial courts of the Judicial
Department.  Civil cases under the CCPA regarding a home warranty service contract for a new
home may increase filings in trial courts.  Although the number of cases resulting from the bill is
uncertain, it is assumed that any increase in trial court workload can be accomplished within
existing appropriations.  The bill may also increase workload or costs for the Office of the State
Public Defender and Office of Alternate Defense Counsel, to provide representation for any
persons deemed to be indigent.  The fiscal note assumes any such increases are minimal and will
not require an increase in appropriations for any agency within the Judicial Department.

Local Government Impact

This bill will affect local governments in several ways, as discussed below.  

Misdemeanor offenses in county courts.  First, the bill may increase workload for district
attorneys to prosecute any new offenses under the bill.  Second, to the extent that this bill
increases misdemeanor convictions and offenders are sentenced to jail, costs will increase.
Because the courts have the discretion of incarceration or imposing a fine, the precise impact at
the local level cannot be determined.  The cost to house an offender in county jails varies from
about $53 to $114 per day.  For the current fiscal year, the state reimburses county jails at a daily
rate of $52.74 to house state inmates.  It is assumed that the impact of this bill will be minimal.

Denver County Court.  The bill results in an increase in workload for the Denver County
Court, managed and funded by the City and County of Denver.  The court will try misdemeanor
cases under the bill where a violation of the statutes regarding home warranty service contracts
occurs.  The penalty for violating the home warranty service contracts statutes is a class 2
misdemeanor.  The penalty for a class 2 misdemeanor is 3 to 12 months imprisonment in a county
jail, a fine of $250 to $1,000, or both.  Probation services in the Denver County Courts may also
experience a minimal increase in workload and revenue to supervise persons convicted under the
bill.

Comparable Crime Section

Pursuant to Section 2-2-322 (2.5), C.R.S., Legislative Council Staff is required to include
certain information in the fiscal note for any bill that creates a new crime, changes the classification
of an existing crime, or changes an element of the existing crime that creates a new factual basis
for the offense.  Under current law, any person in violation of the statutes regarding preowned
home warranty service contracts commits a class 2 misdemeanor.  In the past five years, there
have been no violations charged under this section; therefore, it assumed that there will also be
a low incidence of violations under the bill.

Effective Date

The bill takes effect August 5, 2015, if the General Assembly adjourns on May 6, 2015, as
scheduled, and no referendum petition is filed.
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