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To Membera o f  t h e  F o r t y - s i x t h  Colorado General  Assembly: 

Aa d i r e c t e d  by House J o i n t  Reso lu t ion  No. 1017 of 
t h e  1966 s e s s i o n , ' t h e  L e g i s l a t i v e  Counc i l  submits  t h e  
accompanying r e p o r t  on F i n a n c i a l  I n s t i t u t i o n s  f o r  your  
c o n s i d e r a t i o n ,  

The committee appoin ted  by t h e  Counc i l  t o  conduct  
t h i s  s tudy  made i ts  r e p o r t  t o  t h e  Counc i l  on November 28, 
1984. A t  t h a t  time t h e  Counc i l  adopted t h e  r e p o r t  f o r  
t r a n s m i s s i o n  t o  t h e  members of t h e  F o r t y - s i x t h  General  
Assembly, 

R e s p e c t f u l l y  submit ted ,  

S e n a t o r  Floyd O l i v e r  
Chairman ' 
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OFFICERS COLORADO GENERAL ASSEMBLY Sen. Floyd Ollver 
C h o ~ r k n  

Rep. C.P. (Doc) Lornb 
Vlce Cholnnm MEMBERS 

Lt .  Gov. Robert L. Knour 
STAFF Sen. Foy DeEerurd 


Lyle C. Kyle Sen. Wllllom 0.Lennow 

Dlrector Sen. Vlncart Mottsor~ 


Phllllp E. Jones .Sen. Ruth S. Stockton 
Senlor Anoly st 

Dovld F. Morrissay LEGISLATIVE COUNCIL Speoker Allen Dlnes 
Senlor Anoly st Rep. Forrest G. Bums 

Jonet Wllson Rep. Rlchord G. Gehhordt 
Research Arsoclote ROOM 341, STATE CAPITOL Rep. Horrle E. Hart 

RO er M. Weber DENVER, COLORADO 80203 Rep. Mark A. Ho
Weseorch Asslsront 222-9911 - EXTENSION 2285 Rep. John R. P. g e e l e r  

November 29, 1966 

S e n a t o r  Floyd Ol ive r ,  Chairman 

Colorado Legislative Counci l  

Room 341 S t a t e  C a p i t o l  

Denver, Colorado 


Dear M r .  Chairman: 

Your Committee on F i n a n c i a l  I n s t i t u t i o n s ,  appointed pur- 
s u a n t  t o  House J o i n t  Reso lu t ion  No. 1017 ,of  t h e  1966 G e n e r a l '  
Assembly, submits  herewi th  i t s  r e p o r t  and recommendations. 

I n  t h e  conduct ing of t h i s  s tudy  t h e  committee confer red  
wi th  numerous r e p r e s e n t a t i v e s  of a l l  t y p e s  of f i n a n c i a l  i n s t i t u -  
t i o n s  i n  Colorado and wi th  s t a t e  o f f i c i a l s  r e s p o n s i b l e  f o r  
Colorado r e g u l a t o r y  a u t h o r i t y  ove r  a l l  t y p e s  of f i n a n c i a l  i n s t i -  
t u t i o n s  and o r g a n i z a t i o n s .  The committee b e l i e v e s  t h a t  l e g i s l a -  
t i v e  enactment of i t s  recommendations would accomplish s e v e r a l  
o b j e c t i v e s .  For example, t h e  s t a t e ' s  r e g u l a t o r y  a c t i v i t y  i n  
r ega rd  t o  a number of  t y p e s  of f i n a n c i a l  i n s t i t u t i o n s  would be 
c e n t r a l i z e d  under one agency, and numerous gaps  i n  t h e  s t a t u t e s  
p e r t a i n i n g  t o  t h e  s t a t e ' s  r e g u l a t o r y  a c t i v i t y  would be c losed .  
I n  a d d i t i o n ,  some of t h e  s t a t u t o r y  changes a r e  recommended t o  
modernize t h e  p r e s e n t  s t a t u t e s  o r  t o  provide more e x p l i c i t  au- 
t h o r i z a t i o n  o r  p r o h i b i t i o n s  of p r a c t i c e s  of some of t h e  f i n a n c i a l  
i n s t i t u t i o n s .  

S ince  n o t  a l l  of  t h e  t o p i c s  which were suggested f o r  com- 
mittee c o n s i d e r a t i o n  could be included w i t h i n  t h e  scope of t h i s  
s tudy,  it i s  recommended t h a t  t h e  1967 General  Assembly a u t h o r i z e  
t h e  L e g i s l a t i v e  Counci l  t o  con t inue  t h e  s tudy  ano the r  year .  

R e s p e c t f u l l y  submit ted,  

/s/ Represen ta t ive  Kenneth Monfort 
Chairman, Committee on 
F i n a n c i a l  I n s t i t u t i o n s  



FOREWORD 


The L e g i s l a t i v e  Counc i l ' s  Committee on F i n a n c i a l  I n s t i t u -  
t i o n s  was c r e a t e d  under p rov i s ions  of House J o i n t  Reso lu t ion  No. 
1017, 1966 r e g u l a r  s e s s i o n ,  t o  under take a  s tudy  of t h e  ope ra t ion  
of f i n a n c i a l  i n s t i t u t i o n s  from t h e  s t a n d p o i n t  of t h e  s a f e t y  of 
investments ,  d e p o s i t s ,  o r  o t h e r  t y p e s  of no t e s ,  debentures ,  o r  
s e c u r i t i e s ,  and t o  s tudy  t h e  adequacy of t h e  p r e s e n t  s t a t e  regula -  
t o r y  a u t h o r i t y  over  t h e s e  i n s t i t u t i o n s .  Members of t h e  General  
Assembly appointed t o  t h i s  committee were: 

Rep. Kenneth Monfort, Chairman Sen. Lowell E. Sonnenberg 
Rep. W e  E. ill) F o s t e r ,  Vice Rep. Ray H e  Black 

Chairman Rep. Floyd K. Haske l l  
Sen. William E. Bledsoe Rep. Gerald  Kopel 
Sen. David J. Hahn Rep. Hubert Me Saf ran  
Sen.. Donald E. Ke l ley  Rep. Donald E. S t r a i t  
Sen. Vincent Massar i  Rep. John D. Vanderhoof 

I n  conduct ing t h i s  s tudy ,  t h e  Committee on F i n a n c i a l  I n s t i -  
t u t i o n s  he ld  a s e r i e s  of e i  h t  meetings i n  which t h e  s t a t u t e s  
p e r t a i n i n g  t o  p r a c t i c a l l y  a11 t y p e s  of f i n a n c i a l  i n s t i t u t i o n s  i n  
Colorado were reviewed. S ta tements  and recommendations were re-
ce ived  from r e p r e s e n t a t i v e s  of  s t a t e  a s s o c i a t i o n s  f o r  a l l  t y p e s  of 
f i n a n c i a l  i n s t i t u t i o n s  and from o f f i c e r s  of  i n d i v i d u a l  corpora- 
t i o n s  and o r g a n i z a t i o n s  s u b j e c t  t o  s t a t e  r e g u l a t i o n .  The s t a t e  
bank commissioner, M r .  Harry A.  Bloom. and t h e  s t a t e  i n s u r a n c e ,  
commissioner, M r . .  J. Richard Barnes, were extremely h e l p f u l  and co- 
o p e r a t i v e  i n  a s s i s t i n g  t h e  committee. 

T h i s  r e p o r t  c o n s i s t s  of t h r e e  s e c t i o n s :  The committee re-
p o r t  and secommendations; a background r e p o r t  on t h e  r e g u l a t o r y  
r e s p o n s i b i l i t i e s  of t h e  i n su rance  and banking depar tments ;  and an 
appendix con ta in ing  t h e  b i l l s  prepared by t h e  committee f o r  l e g i s -  
l a t  i v e  c o n s i d e r a t  ion.  

A s s i s t i n g  t h e  committee were James C. Wilson, Jr., a s s i s t a n t  
a t t o r n e y  g e n e r a l  a s s igned  t o  t h e  L e g i s l a t i v e  Reference Of f i ce ,  
and S t a n l e y  Elofson,  S e n i o r  Research Analys t ,  and Richard Leven- 
good, Research A s s i s t a n t ,  of t h e  L e g i s l a t i v e  Counci l  s t a f f .  

November 29, 1966 Lyle  C. Kyle
D i r e c t o r  
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COMMITTEE REPORT AND RECOMMENDATIONS 

Backsround f o r  t h i s  Study 

Mouse J o i n t  Resolu t ion  No. 1017 of t h e  1966 r e g u l a r  s e s s ion  
of t h e  General Assembly d i r e c t e d  t h e  L e g i s l a t i v e  Council  t o  

...undertake a  s tudy of t h e  ope ra t ions  of those  
f i n a n c i a l  i n s t i t u t i o n s  o r  o rgan iza t ions  which 
accept  d e p o s i t s  o r  investments,  i s s u e  c e r t i f i c a t e s  
of indebtedness  o r  c e r t i f i c a t e s  of depos i t ,  o r  
s e l l ,  t r a d e ,  o r  exchange notes ,  debentures ,  o r  
o t h e r  s e c u r i t i e s ,  and which appear t o  l ack  ade- 
quate  r e g u l a t i o n  and c o n t r o l  by any s t a t e  o r  
f e d e r a l  agency; and a study of t h e  present  regula-  
t o r  a u t h o r i t y  of s t a t e  agencies  over  such i n s t i -  
t u t1ons o r  o rgan iza t ions ,  wi th  a view toward up-
d a t i n g  and s t rengthening  t h e  pe r t inen t .  s t a t u t e s  of 
t h i s  s t a t e .  

It was noted i n  t h i s  r e s o l u t i o n  t h a t  s e v e r a l  f i n a n c i a l  ins==-
t u t i o n s  o r  o rgan iza t ions  i n  Colorado had r e c e n t l y  experienced. f i n -  
a n c i a l  d i f f i c u l t i e s ,  had been placed i n  r ece ive r sh ip ,  o r  had gone
o u t  of bus iness  with  a  r e s u l t a n t  economic l o s s  t o  t h e  c i t i z e n s  of 
t h e  s t a t e .  

The L e g i s l a t i v e  C o u n c i l v s  Committee on F inanc ia l  I n s t i t u t i o n s  
d i r e c t e d  i t s  primary a t t e n t i o n  t o  l e g i s l a t i v e  i s s u e s  involv ing  t h e  
s a f e t y  of i n v e s t o r s ,  d e p o s i t o r s ,  shareholders ,  and ho lde r s  of v a r i -  
ous types  of indebtedness.  Since another  committee of t h e  Legis la -  
t i v e  Council  was s tudying v a r i o u s  a s p e c t s  of consumer problems, 
inc luding  i s s u e s  of i n t e r e s t  r a t e s  charged, a r e a s  of c o n t r a c t s  and 
arrangements of f i n a n c i a l  i n s t i t u t i o n s  wi th  t h e i r  customers was 
not  a  primary c o n s i d e r a t i o n  of t h i s  committee. Included with t h e  
recommendations, however, a r e  some items which a r e  considered par-  
t i c u l a r l y  b e n e f i c i a l  t o  t h e  gene ra l  pub l i c  i n  d e a l i n g s  with  f i n e n -  
c i a 1  i n s t i t u t i o n s .  The se r iousness  of t h e  problem of providing 
adequate supervisory a u t h o r i t  b t h e  s t a t e  agencies  over  f i n a n c i a l  
i n s t i t u t i o n s  in t h e  s t a t e  i s  1 1nd c a t e d  by t h e  fo l lowing  l is t  of 32 
f i n a n c i a l  i n s t i t u t i o n s  which have f a i l e d  i n  t h i s  s t a t e  dur ing t h e  
l a s t  s i x  years :  

Nat ional  Banks ( n o t  s u b j e c t  t o  s t a t e  r egu la t ion )  

Brighton Nat iona l  Bank, Brighton 
First Nat iona l  Bank of Saguache, Saguache 

I n d u s t r i a l  Banks 

Boulder I n d u s t r i a l  Bank, Boulder 

Home I n d u s t r i a l  Bank, Aurora 




T i t l e  and Guaranty Companies 

Nat ional  T i t l e  and Guaranty Corporat ion,  Denver 

C r e d i t  Unions 

A l l  S t a r  C r e d i t  Union, Pueblo 
Building Serv ice  C r e d i t  Union, Denver 
Cloverleaf Employees C r e d i t  Union, Denver 
Craig White C r e d i t  Union, Denver 
Denver Japanese C r e d i t  Union, Denver 

Gazette-Telegraph C r e d i t  Union, Colorado Spr ings  
Hotel-Restaurant C r e d i t  Union, Denver 
I r o n  Workers C r e d i t  Union, Denver 
Kendrick-Bellamy Employees C r e d i t  Union, Denver 
No. 7 R e t a i l  C le rks  C r e d i t  Union, Denver 

Petroleum R e t a i l e r s  Cred i t  Union, Denver 
Pueblo T r a n s i t  C r e d i t  Union, Pueblo 
Stemac Employees C r e d i t  Union, Denver 
T. H. C r e d i t  Union, Denver 
T i t a n  Cred i t  Union, L i t t l e t o n  - 

Uphols te rers  No. 22 C r e d i t  Union, Denver 
Waiters and P o r t e r s  C r e d i t  Union, Denver 
Weicker Southern Cred i t  Union, Pueblo 
Westminster Fellowship C r e d i t  Union, Westminster 
Wonder C r e d i t  Union, Pueblo 

Finance Companies 

Joe Newcomer Finance Company, Colorado Springs 
I n d u s t r i a l  Finance Company, Englewood 
D. 8 R. G. Mutual Loan Associat ion,  Grand Junct ion  

Insurance Companies 

Colorado C r e d i t  L i f e ,  Irlc., Boulder 
Western Standard Indemnity C0.e Denver 
World L i f e  Assurance Socie ty ,  Ltd.9 Denver 

Other F inancia l  I n s t i t u t i o n s  

Republic Savings Corporat ion,  Denver 

These i n s t i t u t i o n s  f a i l e d  f o r  a number of reasons.  For ex- 
ample, d i shones t  management and juggl ing of books were f a c t o r s  i n -  
volved i n  t h e  f a i l u r e  of some i n s t i t u t i o n s  inc luding  t h e  Brighton 
Nat ional  Bank, t h e  Joe Newcomer Finance Company, and t h e  I n d u s t r i a l  
Finance Company of Englewood. The d r a i n i n g  of co rpora t e  funds f o r  
use by a l t e r  ego co rpora t ions  was a p r a c t i c e  engaged i n  by some of 
t h e  o rgan iza t ions  which f a i l e d .  I n e p t  o r  unqua l i f i ed  management 

- x i i  - 



was among t h e  p r i n c i p a l  causes  of t h e  f a i l u r e  of some of t h e  c r e d i t  
unions and t h e  insurance  companies. I n  add i t ion ,  it was repor ted  
by t h e  insurance  department t h a t  a l l  of t h e  insurance  companies which 
f a i l e d  had allowed t h e i r  f i n a n c i a l  r e s e r v e s  t o  f a l l  below minimum 
requirements,  

Along with  t h e s e  problems, t h e  committee has  concluded t h a t  
a d d i t i o n a l  f a c t o r s  of inadequate  supervisory a u t h o r i t y  o r  t h e  t o t a l  
lack of s t a t u t o r y  a u t h o r i t y  has  precluded t h e  proper r egu la t ion  and 
superv is ion  of f i n a n c i a l  i n s t i t u t i o n s  i n  Colorado. These a reas  of 
s t a t u t o r y  omission were s i g n i f i c a n t  elements i n  t h e  f a i l u r e  of man-y 
of t h e s e  i n s t i t u t i o n s .  Because of t h e s e  a r e a s  of omission, t h e  com- 
m i t t e e  addressed i t s e l f  t o  prepar ing recommendations: ( a )  f i l l i n g  i n  
a r e a s  involv ing  f i n a n c i a l  i n s t i t u t i o n s  which a r e  n o t  now s u b j e c t  t o  
s t a t e  superv is ion;  b  s t rengthening  t h e  present  r egu la to ry  a u t h o r i t y  
of s t a t e  agencies:  Ic{ p lac ing  a l l  f i n a n c i a l  i n s t i t u t i o n s  of t h e  
same type  under a s i n g l e  r egu la to ry  agency; and (d)  modernizing ou t -  
dated s t a t u t e s  under which some t y p e s  of f i n a n c i a l  i n s t i t u t i o n s  must 
opera te .  

The recommendations submitted by t h e  committee may be placed 
i n  two genera l  ca t egor i e s :  l e g i s l a t i o n  a f f e c t i n g  t h e  s t a t e  insurance 
department and l e g i s l a t i o n  p e r t a i n i n g  t o  t h e  r egu la to ry  a u t h o r i t y  
of t h e  s t a t e  banking department. I tems of i n t e r e s t  t o  a l l  of t h e  
s t a t e ' s  f i n a n c i a l  r e g u l a t o r y  agencies ,  inc luding  t h e  s t a t e  s e c u r i t i e s  
commissioner and t h e  sav ings  and loan  department,  a r e  mentioned a t  
t h e  conclusion of t h i s  r e p o r t .  

C a p i t a l  and Surp lus  Requirement f o r  
Insurance Companies 

Basic i s s u e s  of publ ic  po l i cy  a r e  present  when cons ider ing  
minimum f i n a n c i a l  s t anda rds  of c a p i t a l ,  guaranty funds,  and su rp lus  
which should be r equ i red  f o r  insurance  companies admitted t o  t h e  
s t a t e .  Exclusion of sma l l e r  companies by u n r e a l i s t i c  requirements,  
o r  p r o h i b i t i n g  new companies from commencing t h e i r  ope ra t ions  because 
of overly-high f i n a n c i a l  requirements  would be considered a r b i t r a r y  
and an i r r e s p o n s i b l e  pol icy .  On t h e  o t h e r  hand, inadequate  f i n a n c i a l  
r e s e r v e s  has  appeared t o  be one of t h e  f r equen t  problems encountered 
by insurance  companies i n  f i n a n c i a l  d i f f i c u l t y .  A poorly-managed 
insurance  company w i l l  no t  be any less poorly opera ted  because a 
s t a t e  may have high f i n a n c i a l  requirements ,  bu t  t h e  publ ic  may be 
b e t t e r  pro tec ted  a g a i n s t  p o s s i b l e  f a i l u r e  of t h e  company if t h e  f i -  
nanc ia l  requirements a r e  r e l a t i v e l y  high r a t h e r  than low. 

As i s  t h e  c a s e  w i t h  some of t h e  o t h e r  a r e a s  of f i n a n c i a l  i n -  
s i t u t i o n s  i n  Colorado, t h e r e  a r e  two s e p a r a t e  sets of f i n a n c i a l  r e -  
quirements e s t a b l i s h e d  f o r  insurance  companies au thor ized  t o  conduct 
bus iness  i n  Colorado. Requirements f o r  companies l i censed  i n  t h e  
s t a t e  p r i o r  t o  May 6, 1963, with  t h e  except ion of m u l t i p l e  l i n e  
companies, a r e  one-half a s  high a s  t h e  s t anda rds  f o r  companies which 
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have en t e red  t h e  s t a t e  s i n c e  t h a t  d a t e .  The reason f o r  t h e  d i f f e r -  
ence i n  requirements  i s  t h a t  t h e  1963 l e g i s l a t i o n  i n c r e a s i n g  t h e s e  
s t anda rds  contained a "g randfa the rm c l a u s e  exempting a l r eady  admitted 
companies from t h e  h ighe r  l e v e l  of requirements .  A l l  m u l t i p l e  l i n e  
companies have t h e  same f i n a n c i a l  requirements ,  however. 

The committee recommends enactment of l e g i s l a t i o n  t o  p l ace  
t h e  f i n a n c i a l  requirements  of a l l  l i c e n s e d  in su rance  companies a t  
t h e  h ighe r  l e v e l s  of requirements  e s t a b l i s h e d  by t h e  1963 sess ion .  
L e g i s l a t i o n  has  been prepared  i ill A i n  t h e  ~ p p e n d i x )  which would 
i n c r e a s e  on a f i v e - y e a r ,  graduated b a s i s  t h e  f i n a n c i a l  requirements  
f o r  a l l  companies which a r e  p r e s e n t l y  a t  t h e  lower l e v e l  of r e q u i r e -  
ments. I t  i s  recommended t h a t  a minimum of o n e - f i f t h  of t h e  new 
requirements  be  added by a l l  companies each yea r  u n l e s s  t h i s  r e -  
quirement i s  waived by t h e  i n su rance  commissioner i n  cons ide ra t ion  
of ex t r ao rd ina ry  c i rcumstances  i nvo lv ing  i n d i v i d u a l  companies. The 
f i v e - y e a r  requirement f o r  meeting t h e  new s t anda rds  could not  be 
waived, however. 

Nonprof i t  Hosp i t a l ,  Medica l - surq ica l  
and Heal th  Se rv i ce  Corpora t ions  

One a rea  of i n su rance  i n  which t h e r e  i s  no superv isory  author-  
i t y  f o r  t h e  s t a t e  i n su rance  department i s  i n  prepa id ,  nonprof i t  
h o s p i t a l ,  medica l - surg ica l  and h e a l t h  s e r v i c e  co rpo ra t ions .  Colorado 
Blue Cross-Blue Sh ie ld  and Hosp i t a l  Se rv i ce ,  Inc. ,  of Fo r t  C o l l i n s ,  
a r e  t h e  major nonpro f i t  c o r p o r a t i o n s  organized i n  Colorado which 
o f f e r  prepaid  h e a l t h  s e r v i c e s  t o  t h e i r  s u b s c r i b e r s ,  There have been 
sma l l e r  co rpo ra t ions  o f f e r i n g  c e r t a i n  prepaid  h e a l t h  s e r v i c e s  which 
have been organized from t ime t o  t ime t o  o f f e r  prepaid  s e r v i c e s  such 
a s  ambulance o r  p r e s c r i p t i o n  s e r v i c e s .  The sma l l e r  companies have 
been of p a r t i c u l a r  concern t o  t h e  i n su rance  department a s  some have 
f a i l e d  and caused economic l o s s  t o  t h e i r  i n v e s t o r s  and t o  t h e i r  sub- 
s c r i b e r s .  

The committee has  concluded t h a t  a p r i n c i p a l  problem with  \ 

which l e g i s l a t i o n  should be concerned i s  i n  t h e  maintenance of mini- 
mum f i n a n c i a l  r e s e r v e s  of companies i n  o r d e r  t o  h e l p  avoid t h e i r  
f a i l u r e ,  and a l s o  t o  p revent  s i t u a t i o n s  i n  which promoters can o r -  
gan ize  u n s t a b l e  companies w i t h  a minimum of c a p i t a l .  For t h e s e  
reasons ,  t h e  l e g i s l a t i o n  recommended by t h e  committee ( B i l l  B i n  
t h e  Appendix) would ( a )  provide inco rpo ra t ion  and l i c e n s i n g  proce- 
du re s  s i m i l a r  t o  o t h e r  t ypes  of i n su rance  companies; (b) r e q u i r e  
maintenance of minimum f i n a n c i a l  r e s e r v e s ,  based on minimum r e s e r v e s  
p lus  a  s l i d i n g  s c a l e  t o  account f o r  t h e  vary ing  s i z e  of o rgan iza-  
t i o n s  i n  t h i s  l i n e  of insurance ;  ( c )  r e q u i r e  f i l i n g  of t h e  corpora-  
t i o n ' s  membership c e r t i f i c a t e s  and f e e  schedules  wi th  t h e  insurance  
department;  ( d )  provide f o r  an examination by t h e  i n su rance  depa r t -  
ment of t h e  company books a t  l e a s t  once every t h r e e  yea r s ;  and ( e )  
r e q u i r e  t h e  f i l i n g  of annual  c o r p o r a t e  s ta tements  wi th  t h e  insurance  
department r e p o r t i n g  in format ion  such a s  s u b s c r i p t i o n  f e e s  c o l l e c t e d  
and t h e  amounts paid  annua l ly  i n  b e n e f i t s  t o  subsc r ibe r s .  
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I n  i t s  cons ide ra t ion  of l e g i s l a t i o n  i n  t h i s  a r e a ,  t h r e e  types  
of exemptions o r  s p e c i a l  p rovis ions  which would have a l t e r e d  t h e  
scope of t h e  s t a t e ' s  r egu la to ry  a u t h o r i t y  over  t h e s e  companies were 
suggested t o  t h e  committee, The d e c i s i o n s  reached i n  regard t o  t h e s e  
exemptions a r e  i n d i c a t i v e  of t h e  c o m m i t t e e ~ s  reasoning i n  regard t o  
t h e  type  of r egu la to ry  a u t h o r i t y  which should be provided over 
f i n a n c i a l  i n s t i t u t i o n s  of t h i s  type: 

(1)  The committee r e j e c t e d  t h e  i d e a  of exempting t h e  organi-  
z a t i o n s  which o f f e r  insurance  coverage f o r  h e a t t h  s e r v i c e s  i n  l imi t ed  
l o c a l i t i e s  o r  geographic a r e a s ,  o r  which o f f e r  a s i n g l e ,  spec ia l i zed  
s e r v i c e  such a s  p r e s c r i p t i o n ,  d e n t a l  c a r e ,  ambulance, o r  e e-care  
se rv ices .  I t  i s  t h e  b e l i e f  of t h e  committee t h a t  t h e  smal 1 organi-  
z a t i o n s  should be s u b j e c t  t o  t h e  same regu la to ry  a u t h o r i t y  a s  r e -  
quired f o r  l a r g e r  o rgan iza t ions ,  j u s t  a s  small  insurance  companies 
i n  o t h e r  l i n e s  of insurance  a r e  not  exempted from t h e  insurance  code. 
However, h e a l t h  s e r v i c e  p lans  provided through employers o r  l abor  
unions which o f f e r  h e a l t h  p lans  t o  t h e i r  employees o r  members on a  
se l f - in su red  b a s i s  should not  be included under t h i s  a c t .  The Gen- 
e r a l  Assembly may wish t o  cons ider  problems of exempting a d d i t i o n a l  
o rgan iza t ions  which o f f e r  insurance  b e n e f i t s i  such a s  c e r t a i n  pro- 
f e s s i o n a l  groups, from r e g u l a t i o n  under t h e  a c t .  

(2) A s l i d i n g  s c a l e  of minimum f i n a n c i a l  r e s e r v e s  i n  t h e  
guaranty fund, based on t o t a l  s u b s c r i p t i o n  income f o r  t h e  previous 
yea r ,  i s  recommended a s  a means of providing f i n a n c i a l  requirements 
having some r e l a t i o n s h i p  t o  t h e  p o t e n t i a l  l i a b i l i t y  assumed by t h e s e  
companies. The p lan  recommended f o r  determinin t h e  guaranty fund 

t i o n  income: 
P would base t h e  amount of t h e  fund on t h e  preced ng y e a r ' s  subscr ip-  

( a )  Subscr ip t ion  income not  Five p e r  c e n t  depos i t  
exceeding $2,000,000: 

(b )  Subscr ip t ion  income exceed- Two and one-half per  
ing  $2,000,000 but  not  ex- c e n t ,  p l u s  t h e  depos i t  
ceeding $10,000,000: r equ i red  i n  ( a )  above 

( c )  Subsc r ip t ion  income exceed- One pe r  c e n t ,  p lus  de- 
i n g  $10,000,000: p o s i t  r equ i red  i n  ( a )  

and (b )  above. 

Some of t h e s e  requi red  amounts a r e  recommended t o  be placed on de- 
p o s i t  wi th  t h e  insurance  department,  The d e p o s i t s  a r e  t o  be on a 
s l i d i n g  s c a l e  of a minimum of $50,000 t o  a maximum of $150,000, 
determined according t o  t h e  s u b s c r i p t i o n  income, Funds on depos i t  
would be maintained i n  s e p a r a t e  s a f e  d e p o s i t  boxes i n  Denver banks 
and would be c o n t r o l l e d  j o i n t l y  by t h e  insurance  department and 
each company. 

(3) Since  co rpora t ions  i n  t h i s  l i n e  of insurance  a r e  non- 
p r o f i t  s e r v i c e  o rgan iza t ions ,  a  premium t a x  should not  be assessed 
f o r  subsc r ip t ion  income c o l l e c t e d .  However, a charge of $50 per  
day f o r  each examiner should be paid by t h e s e  companies t o  h e l p  pay 



f o r  t h e  a d m i n i s t r a t i v e  expenses  of t h e  s t a te  i n s u r a n c e  depar tment  
i n  conduc t ing  t h e  examina t ion  r e q u i r e d  a t  l e a s t  once  every  t h r e e  
y e a r s .  No t r a v e l  o r  p e r  diem expenses  f o r  t h e  depa r tmen t ' s  exami- 
n e r s  would be pa id  by t h e  companies,  a s  t h e s e  expenses  would be  
o f f s e t  i n  t h e  $50 p e r  day charge .  

T i t l e  I n s u r a n c e  

Two s e p a r a t e  s t a t e  agenc i e s  -- t h e  banking depar tment  and t he  
i n s u r a n c e  depar tment  -- a r e  r e s p o n s i b l e  f o r  t h e  r e g u l a t i o n  of t h e  
t i t l e  i n s u r a n c e  i n d u s t r y  a t  t h e  p r e s e n t  time i n  Colorado.  Fore ign  
t i t l e  i n s u r a n c e  companies a r e  s u b j e c t  t o  t h e  g e n e r a l  r e g u l a t i o n  of  
t h e  i n s u r a n c e  depar tment ,  w h i l e  domest ic  companies a r e  superv i sed  
by t h e  banking depar tment .  The committee h a s  found t h a t  t h e  e x i s t -  
ence  of  two s e p a r a t e  r e g u l a t o r y  p r o v i s i o n s  p e r t a i n i n g  t o  t h i s  t pe 
of i n s u r a n c e  ha s  r e s u l t e d  i n  i n c o n s i s t e n t  s u p e r v i s i o n  o v e r  f o r e  1 gn 
and domest ic  companies and t h a t  t h e  scope of  r e g u l a t o r y  a u t h o r i t y  
e x e r c i s e d  by t h e  two s t a t e  a g e n c i e s  i s  n o t  adequa te  f o r  t h i s  l i n e  
of  i n su rance .  A number o f  i n c o n s i s t e n c i e s  and omiss ions  i n  t h e  
p r e s e n t  s t a t u t e s  may b e  noted  a s  c a u s i n g  t h e  i n c o n s i s t e n t  and i n -  
e f f e c t i v e  s u p e r v i s i o n  of  t h e s e  f i n a n c i a 1 . i n s t i t u t i o n s :  

( 1 )  Domestic companies,  under  t h e  banking depar tment ,  have  
no r a t e  f i l i n g s  o r  r ev i ew  of p o l i c y  forms,  whereas f o r e i g n  companies 
a r e  r e q u i r e d  t o  f i l e  t h e i r  r a t i n g  s chedu l e s  and p o l i c y  forms w i t h  
t h e  i n s u r a n c e  depar tment .  Domestic companies may reduce  t h e i r  r a t e s  
and o f f e r  r e b a t e s  b u t  f o r e i g n  companies may n o t  do so.  

(2) There  i s  no examinat ion o r  l i c e n s i n g  requ i rement  f o r  
a g e n t s  of domest ic  companies. On t h e  o t h e r  hand, t h e  examinat ion 
of a g e n t s  f o r  f o r e i g n  companies i s  r e q u i r e d  and t h i s  i s  conducted 
on t h e  b a s i s  of  t h e  c a s u a l t y  i n s u r a n c e  a r t i c l e  i n  l i e u  of s p e c i f i c  
a u t h o r i t y  t o  g i v e  examina t ions  cove r ing  t h e  t i t l e  i n s u r a n c e  a r ea .  

( 3 )  The o n l y  major  c o n t r o l  of t h e  banking depar tment  ove r  
domest ic  t i t l e  i n s u r a n c e  companies i s  i n  t h e  check ing  of t h e i r  re- 
s e r v e  f u n d s  which a r e  t o  be  i nves tmen t s  i n  f i r s t  mor tgages  o r  o t h e r  
approved t y p e s  of s e c u r i t i e s .  

( 4 )  Fore ign  t i t l e  i n s u r a n c e  companies a r e  l i c e n s e d  under and 
s u b j e c t  t o  r e g u l a t i o n  a s  c a s u a l t y  i n s u r a n c e  companies,  even though 
t h e  c a s u a l t y  i n s u r a n c e  b u s i n e s s  d i f f e r s  g r e a t l y  from t h e  t i t l e  
i n s u r a n c e  bus ine s s .  

During i t s  s t u d y ,  t h e  committee met on s e v e r a l  occa s ions  w i th  
t h e  i n s u r a n c e  depar tment  pe r sonne l  and wit.h r e p r e s e n t a t i v e s  of t i t l e  
i n s u r a n c e  companies t o  d i s c u s s  p o s s i b l e  l e g i s l a t i o n  which would pro- 
v i d e  more adequate  r e g u l a t i o n  of t h e  i n d u s t r y .  Cons ide r ab l e  p rog re s s  
appea r s  t o  have been made w i t h i n  t h e  i n d u s t r y  toward t h e  fo rmu la t i on  
of l e g i s l a t i o n  a c c e p t a b l e  t o  a l l  segments of t h e  i n d u s t r y .  However, 
t h e  f i n a l  d r a f t  of l e g i s l a t i o n  p repared  by i n d u s t r y  r e p r e s e n t a t i v e s  
and t h e  i n s u r a n c e  depar tment  f o r  c o n s i d e r a t i o n  by t h e  committee was 
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not  a v a i l a b l e  u n t i l  t h e  committee 's  l a s t  meetin . Since  time was ! not  adequate f o r  c o n s i d e r a t i o n  of a l l  a s p e c t s  o t h e  proposed l eg -  
i s i a t i o n ,  t h e  committee has  included,  wi thout  recommendation, a copy 
of t h e  b i l l  on t h i s  s u b j e c t  re ill C i n  t h e  Appendix). The genera l  
conclusion was reached,  however, t h a t  t h e  t i t l e  in su rance  a r ea  
needs l e g i s l a t i v e  c o n s i d e r a t i o n  t o  c o r r e c t  t h e  d iv ided  r egu la to ry  
a c t i v i t i e s  b two s t a t e  agenc ies  and t o  s t r eng then  t h e  s t a t e ' s  super-  1 v i s i o n  i n  t h  s a r e a  of t h e  i n su rance  indus t ry .  

C r e d i t  L i f e  and C r e d i t  Hea l th  
and Accident Insurance  

The committee h a s  concluded t h a t  more adequate r e g u l a t o r y  
should be provided t h e  i n su rance  department i n  regard  t o  

on of c r e d i t  l i f e  and c r e d i t  h e a l t h  and acc iden t  insurance ,  
of i n su rance  i s  purchased by a d e b t o r  f o r  t h e  purpose of 
an indemnity f o r  any payments which t h e  d e b t o r  may be un- 

a b l e  t o  make on a l oan  i n  t h e  event  he  should d i e  o r  become d i sab led .  

There i s  l i m i t e d  a u t h o r i t y  exe rc i sed  ove r  t h i s  t ype  of i n s u r -  
ance by t h e  banking and in su rance  depar tments  a t  t h e  p re sen t  time. 
An in su rance  department b u l l e t i n  has  at tempted t o  s t o p  t h e  p r a c t i c e  
of  c e r t a i n  c r e d i t  i n su rance  companies of accep t ing  in su rance  writ- 
t e n  by un l icensed  i n d i v i d u a l s .  Colorado in su rance  s t a t u t e s  provide 
l i m i t e d  a u t h o r i t y  ove r  t h e  s a l e  of group l i f e  c r e d i t  insurance  i n -  
c lud ing  some gene ra l  requirements  f o r  t h e  w r i t i n g  of p o l i c i e s  [c.R.s. 
72-6-1 ( 3 ) ) .  T h i s  s e c t i o n  does  not  p e r t a i n  t o  i n d i v i d u a l  l i f e  ( n o t  
group insurance)  c r e d i t  i n su rance  p o l i c i e s ,  however. 

The a u t h o r i t y  of t h e  i n su rance  department over  grou h e a l t h  
and acc iden t  i n su rance  appears  t o  be vague and imprec ise  P C.R.S. 79- 
10-161, whi le  i n d i v i d u a l  c r e d i t  h e a l t h  and acc iden t  insurance  i s  not  
covered wi th in  r e g u l a t o r y  a u t h o r i t y  of t h e  i n su rance  department. 
For example, t h e r e  i s  no s p e c i f i c  requirement  f o r  t h e  f i l i n g  o r  
approval  of p o l i c i e s ;  and r a t e s ,  which a r e  f i l e d ,  a r e  not  s u b j e c t  
t o  approval  o r  d i s app rova l  by t h e  i n su rance  department. 

I n  a d d i t i o n  t o  t h e  l i m i t e d  r e s p o n s i b i l i t i e s  of t h e  insurance  
department i n  t h e  a r e a  of c r e d i t  i n su rance  some supe rv i s ion  i s  con- 
ducted by t h e  banking department under t h e  Consumer Finance Act 
(C.R.S. Chapter  73, A r t i c l e  4 ) .  C e r t a i n  checks a r e  made by t h e  
department on in su rance  r a t e  charges  and r e funds  gran ted ,  and a 
p r o h i b i t i o n  of a requirement  f o r  t h e  purchase of i n s u r a n c e  a s  a  
cond i t i on  of a loan  i s  conta ined  f o r  l oans  under t h e  Consumer Fin- 
ance Act. 

Problems r epo r t ed  t o  t h e  committee i n  t h i s  a r ea  i nc lude  ex-  
c e s s i v e  premium r a t e s  charged f o r  borrowers and f a i l u r e  t o  make 
p rope r  re funds  on in su rance  cover ing  l o a n s  paid  i n  advance of t h e  
m a t u r i t y  da t e .  Wri t ing  of c r e d i t  i n su rance  f o r  l onge r  pe r iods  
t han  t h e  loan  o r  f o r  l a r g e r  amounts t h a t  t h e  l oan  and t h e  payment 
of exces s ive  commission r a t e s  by companies i n  t h i s  l i n e  of i n s u r -  
ance a r e  p r a c t i c e s  which should be s u b j e c t  t o  s t a t e  r e g u l a t i o n .  

The committee b e l i e v e s  t h a t  t h e r e  i s  a need f o r  more complete 
r e g u l a t i o n  of c r e d i t  i n su rance  w r i t t e n  i n  Colorado. S p e c i f i c  r e - _  
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s p o n s i b i l i t y  should be ass igned t o  t h e  insurance  department f o r  
approving r a t e s  and o l i c y  provis ions .  P o l i c i e s ,  f o r  example, 
should con ta in  such ! tems a s  refund p rov i s ions  and l i m i t a t i o n s  on 
t h e  amount and l eng th  of time f o r  which t h e  insurance  i s  w r i t t e n .  
The committee recommends enactment of t h e  model b i l l  on c r e d i t  i n -  
surance repared by t h e  Nat iona l  Associat ion of Insurance Commis- 
s i o n e r s  PN.A.I.c.) a s  t h e  means of providing e f f e c t i v e  superv is ion  
i n  t h i s  a r e a  of insurance.  Informat ion r epor t ed  i n  t h e  book Trends 
I n  Consumer C r e d i t  L e q i s l a t i o ~  i n d i c a t e s  t h a t  a s i g n i f i c a n t  n- 
of s t a t e s ,  a t o t a l  of 29 s t a t e s ,  have enacted l e g i s l a t i o n  substan-  
t i a l l y  s i m i l a r  t o  t h e  model a c t  prepared by t h e  N.A.I.C. The same 
source r e p o r t s  t h a t  i n  some of t h e  remaining s t a t e s  a genera l  
c r e d i t  i n  urance a c t ,  no t  pa t t e rned  a f t e r  t h e  N.A.I.C. b i l l ,  i s  
i n  f o r c e .  f  ill D i n  t h e  ~ p p e n d i x . )  

Motor Clubs,  Assoc ia t ions ,  and Trave l  
Promotion Orqaniza t ions  

Motor c lubs  and t r a v e l  promotion o rgan iza t ions  presen t  two 
problems which t h e  committee b e l i e v e s  should be reso lved  by com- 
prehensive l e g i s l a t i o n :  f i r s t ,  a number of b e n e f i t s  o f f e red  by 
t h e s e  o rgan iza t ions  a r e  insurance  b e n e f i t s ;  and, secondly,  c e r t a i n  
f a c e t s  of ope ra t ion  by t h i s  type  of f i n a n c i a l  i n s t i t u t i o n  a r e  con- 
s ide red  p o t e n t i a l  a r e a s  of f r a u d u l e n t  a c t i v i t y  f o r  which a d d i t i o n a l  
r egu la to ry  p rov i s ions  a r e  needed. 

For t h e  l a s t  s i x  yea r s  t h e  insurance  department has  at tempted 
t o  r e g u l a t e  t h e  o p e r a t i o n s  of motor c l u b s  on t h e  b a s i s  t h a t  l e g a l  
p r o t e c t i o n  p rov i s ions  t y p i c a l l y  provided i n  c l u b  membership c o n t r a c t s  
c o n s t i t u t e  conducting an insurance  bus ines s  i n  Colorado. Supervisory 
a c t i v i t y  by t h e  insurance  department has  been based on a May, 1960, 
opinion of t h e  Attorney General and on t h e  genera l  r egu la to ry  pro- 
v i s i o n s  of t h e  Colorado insurance  s t a t u t e s .  Upon determining t h a t  
t h e  membership c o n t r a c t s  of some c l u b s  contained insurance  provi-  
s ions ,  t h e  insurance  department d i r e c t e d  t h e  o rgan iza t ions  concerned 
e i t h e r :  ( a )  t o  remove t h e  insurance  provis ions  from t h e  c o n t r a c t s ;  
( b )  t o  q u a l i f  a s  an insurance  company; o r  ( c )  t o  have t h e  insurance  
coverage prov 1 ded by a  l i censed  insurance  company. There i s  no auth-  
o r i t y ,  however, f o r  adequate supe rv i s ion  ove r  a  long l i s t  of non- 
insurance  b e n e f i t s  o f f e r e d  by t h e s e  o rgan iza t ions .  Examples of non- 
insurance  b e n e f i t s  i nc lude  towing s e r v i c e s ,  emergency road s e r v i c e ,  
t r a v e l  s e r v i c e ,  t h e f t  rewards, and emergency ambulance se rv i ce .  

It i s  t h e  unregulated a s p e c t s  of motor c l u b s  and t r a v e l  pro- 
motion o rgan iza t ions  t h a t  t h e  committee b e l i e v e s  t o  be a r e a s  of po- 
t e n t i a l  f r audu len t  promotional a c t i v i t i e s .  Clubs o r  o rgan iza t ions  
i n  t h i s  a r ea  can be s t a r t e d  without  f i r s t  meeting minimum f i n a n c i a l  
s tandards  by persons who have no i n t e n t i o n  of providing b e n e f i t s  f o r  
members a f t e r  c o l l e c t i n g  s u b s t a n t i a l  amounts i n  membership f e e s  and 
dues. Such persons may l eave  t h e  s t a t e  wi th  l i t t l e  f e a r  of e i t h e r  

. Curran,  Barbara A.,  Trends i n  Consumer C r e d i t  Leq i s l a t ion .  
(Chicago: ~ n i v e r s i t ~ o f c a g o  P r e s s ,  1965). Pp. 125-128. 
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being apprehended by Colorado a u t h o r i t i e s  o r  being sued by i n d i v i -  
d u a l s  f o r  c o l l e c t i o n  of b e n e f i t s  promised. There a r e ,  of course,  
h ighly  r epu tab le  motor c lubs  and motor t r a v e l  promotional o r  an i -  
z a t i o n s  i n  t h e  s t a t e  which have had long h i s t o r i e s  of provid ng 
t h e i r  adve r t i s ed  s e r v i c e s  t o  t h e  publ ic .  

P 
To d e a l  with t h e  problems d iscussed  above, t h e  committee recom- 

mends l e g i s l a t i o n  t o  provide adequate superv is ion  over  a number 
of f e a t u r e s  of t r a v e l  organiza t ions .  The b i l l  recommended by t h e  
committee ( a )  i nc ludes  s e c i f i c  d e f i n i t i o n s  of t h e  s e r v i c e s  
and b e n e f i t s  o f f e r e d ;  ( b  P provides  f o r  l i c e n s i n g  by t h e  insurance 
department of persons engaged i n  t h e  operb t ions  of t r a v e l  o rgan i t a -  
t i o n s  i n  Colorado; ( c )  r e q u i r e s  a p p l i c a n t s  seeking a l i c e n s e  i n  
t h e  s t a t e  t o  make a d e p o s i t  of cash o r  s e c u r i t i e s  wi th  t h e  i n s u r -  
ance department, o r  a bond i n  l i e u  t h e r e o f ,  un le s s  t h e  organiza-  
t i o n  a l ready  has  a c e r t a i n  amount of n e t  worth loca ted  i n  t h e  s t a t e ;  
and (d)  rov ides  p e n a l t i e s  f o r  v i o l a t i o n  of t h e  a c t  ( B i l l  E i n  t h e  
Appendix P . 

Commercial Bank S t a t u t e s  

The committee has  found t h a t  t h e  banking department, i n  en- B e r a l ,  i s  provided t h e  necessary r e g u l a t o r y  a u t h o r i t y  t o  superv s e  
s t a t e  banks i n  Colorado. A major except ion t o  t h i s  s ta tement ,  how- 
ever ,  concerns t h e  a d d i t i o n  of a needed provis ion  t o  p r o h i b i t  t h e  
assumption of c o n t r o l  of a bank by persons who have been convicted 
of a f e lony  o r  f raud .  Most of t h e  o t h e r  recommendations of t h e  
committee r e l a t e  t o  removal of o b s o l e t e ,  ou tda ted  o r  needless ly  
r e s t r i c t i v e  procedures found i n  t h e  banking code f ~ i l l  F i n  the .  
~ p p e n d i x )  . 

Since  t h e  changes proposed r e l a t e  t o  a number of s p e c i f i c  
amendments covering a v a r i e t y  of s u b j e c t s ,  each amendment i s  d i s -  
cussed s e p a r a t e l y  below: 

Accounts and i n t e r e s t .  (c.R.s. 14-3-2). The recommended 
changes would remove t h e  outda ted  r e f e r e n c e  t o  a maximum t h r e e  per  
cen t  i n t e r e s t  r a t e  on sav ings  and t ime d e p o s i t s  which may be paid 
by s t a t e  banks, and would provide t h a t  t h e  s t a t e  banking board 
could e s t a b l i s h  maximum i n t e r e s t  r a t e s  which a r e  "prudent  and 
sound. 

Loans-personal-secured and unsecured. (c.R.s. 14-6-2). The 
I 

committee recommends t h a t  t h e  $2,500 l i m i t a t i o n  on t h e  amount which 
a bank may lend t o  i t s  o f f i c e r s  o r  employees should be removed a s  
c o n s t i t u t i n g  an unnecessa r i ly  r e s t r i c t i v e  l i m i t a t i o n  i n  view of 
p resen t  economic condi t ions .  C.R.S. 14-9-17, d i scussed  below, would 
r e t a i n  adequate r e s t r i c t i o n s  on t h e  amounts of bank loans.  

Loans - r e a l  e s t a t e  - s e c u r i t y .  (c.R.S. 14-6-3). This  sec-  
, t i o n  should be amended t o  provide t h a t  banks may make r e a l  e s t a t e  
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loans, mcwrsd by f i r s t  l i e n s ,  upon improved as  well 4s unimproved
real  e s t a t e .  The determinat ion of i m  roved end unimpsovsd property
i s  sometimes based on a r b i t r a r y  d e f i net i o n a  o r  i n t e r p r e t a t i o n s ,  
This unnecessary r e s t r i c t i o n  has  made it necessary f o r  some r e s i -  
den t s  to ob ta in  loans  from banks i n  o t h e r  a t a t e s  which permit loans 
on unimproved property.  

Bank char t e r inq  procedures. (c.R.s.14-9-6 t b o v n h  14-9-91 
The present  cumbersome rocedure of f i l ing a no t i ce  of i n t e n t i o n  t o  
organize a s t a t e  bank sRould be el iminated.  A si l i f i e d  procedute 
should be used under which t h e  a p p l i c a t i o n  f o r  a  "Ra r t e r  would pro- c 
v ide  a l l  of t h e  e s s e n t i a l  information now contained i n  t h e  not ice  
s f  i n t e n t .  This change would e l imina te  an unnecessary wait ing 
period before t h e  banking department commences i t s  p ~ a c e s s i n g  of 
an app l i ca t ion  f o r  a c h a r t e r .  

A revised  f e e  schedule of $1,000 f o r  t h e  f i l i n g  of an app l i -
c a t i o n  f o r  a  c h r r t e r ,  with a provis ion f o r  $750 refvnd i f  t h e  ap 1%-
c a t i o n  i s  withdrawn, i s  suggested a s  a  more r e a l i s t i c  f e e  schedu Ps 
than. t h e  present  $500 f i l i n g  f e e ,  none of which can be refunded 
i f  t h e  app l i ca t ion  i s  withdrawn. 

A new subsect ion (3) i s  recommendecf f o r  C.R.9 .  14-9-8 t o  
spec i fy  t h e  procedures t o  be followed by t h e  s t a t e  bank c o m i s s i o n e r  
r e l a t i v e  t o  t h e  n o t i f i c a t i o n  of i n t e r e s t e d  p a r t i e s  of t h e  r e c e i p t  of 
an app l i ca t ion  t o  organize a  new bank. 

It i s  suggested t h a t  a requirement be added t h a t  app l i ca t ion  
f o r  a  bank c h a r t e r  i s  t o  be made within s i x  months from the  d a t e  af 
t h e  f i r s t  contac t  t o  subscribe f o r  stock (c.R.s.14-9-9 ( 1 ) ) .  . 

The app l i ca t ion  f o r  a  bank c h a r t e r  should provide informa- 
t i o n  on t h e  amount t o  be borrowed and from whom borrowed on any 
s tack  i ssued  t o  a subscr iber  possessing more than f i v e  per  cent  
of t h e  c a p i t a l  stock. This  a d d i t i o n a l  information wuuLd a s s i s t  
i n  t h e  de tec t ion  of any undes i rable  connections between banks and 
would he lp  prevent t h e  c o n t r o l  of banks from r e s i d i n g  with persons 
who cannot l e g a l l y  possess cont ro l .  

I n  addi t ion ,  t h e  committee recommends t h a t  banks be subjec t  
t o  involuntary l i q u i d a t i o n  i f  t h e  banking board f i n d s  t h a t  con t ro l  
of a bank has been assumed by a person, o r  organiza t ion  con t ro l l ed  
by a person, who has been convicted of a felony o r  f raud i n  t h i s  
s t a t e  o r  i n  any o t h e r  j u r i s d i c t i o n .  The board may determine, how- 
ever ,  t h a t  t h e  person has been r e h a b i l i t a t e d  and t h a t  t h e  bank w i l l  
be honest lv  and e f f i c i e n t l y  manaqed. 

Di rec to r s  - meetinqs - du t i e s .  (c .R.S.  14-9-17). Two amend-
ments a r e  suggested f o r  t h i s  sec t ion .  The f i r s t  would inc rease  t h e  
s i z e  of loans  t h a t  do not  require approval of a  bank's board of 
d i r e c t o r s .  The committee be l i eves  t h a t  t h e  time of a  bank's board 
of d i r e c t o r s  would be used more e f f e c t i v e l y  i n  c a r e f u l l y  checking 
l a r g e r  loans  than i n  checking t h e  smal l e r  loans.  



The second amendment p e r t a i n s  t o  t r u s t  investments, which t h e  
committee be l i eve r  should be checked by t h e  board of d i r e c t o r s  a t  
l e a s t  twice a year. I f  such a  check cannot be made t h a t  f requent ly ,  
t h e  committee would hold t h a t  t h e  bank should not  engage i n  t h i 8  
type of an account, 

Cred i t  Union S t a t u t e s  

The committee has  found t h a t  t h e  present  a r t i c l e  of t h e  Colo- 
rado d t a t u t e s  which p e r t a i n s  t o  c r e d i t  unions (c,R.s.Chapter 38, 
A r t i c l e  1) i s  i n  need of r ev i s ion  f o r  t h r e e  fundamental reasons: 

(1)  The present  s t a t u t e s  con ta in  c e r t a i n  outdated revisions 
p e r t a i n i n  t o  t h e  opera t ion  of c r e d i t  unions which a r e  i n  need 
of modern9ea t ion ;  

(2) Some of t h e  s t a t u t e s  a r e  i n  need o i  g r e a t e r  c l a r i f i c a -  
t i o n  and cor rec t ions  i n  meaning, grammar, and i n  t h e  use of termst 
and 

(3)  Strengthening i s  needed i n  some aspec t s  of t h e  regula-  
t i o n  of c r e d i t  unions by t h e  banking department and i n  t h e  i n t e r n a l  
opera t ions  of c r e d i t  unions requi red  under Colorado s t a t u t e s .  

The b i l l  which t h e  committee recommends r e l a t i v e  t o  c r e d i t  
unions i s  cnntained i n  t h e  Appendix t o  t h i s  r e p o r t  i ill G i n  t h e  
~ p p e n d i x )  with an a n a l y s i s  of t h e  changes recommended i n  each set- . 

t i on .  

As an example of e f f o r t s  t o  modernize t h e  c r e d i t  union s t a t u t e s ,  
C.R.S. 38-1-1 has  been s u b s t a n t i a l l y  modified t o  e l imina te  outmoded 
terminology and t o  make t h e  f i l i n g  of a r t i c l e s  of incorpora t ion  more 
comparable t o  t h e  procedures followed by o t h e r  f i n a n c i a l  i n s t i t u t i o n s  
i n  Colorado, Other examples of modernization inc lude  chan e s  i n  
C.R.S. 38-1-2 9t o  provide f o r  t h e  i ssuance  by t h e  bank comm ss ioner  
of standard by-laws under which a l l  s t a t e -cha r t e red  c r e d i t  unions 
must opera te ;  extension t o  c r e d i t  unions of l e g a l  au thor iza t ion  t o  
engage i n  a c t i v i t i e s  which a r e  already e x i s t i n g ,  such a s  t h e  r i g h t  
t o  hold membership i n  t h e  Colorado C r e d i t  Union League, t o  make 
c o n t r a c t s ,  t o  sue and be sued, and t o  adopt a  corporate  s e a l  (38-1-4 
( I ) ,  (h)  , ( i )  , (j), and (k ) )  ; and s t a t u t o r y  au thor iza t ion  t o  purchase 
r e a l  o r  personal property which i s  i n c i d e n t a l  t o  t h e  opera t ions  of 
a  c r e d i t  union but  which i s  necessary f o r  t h e  expansion of a c r e d i t  
union1s business ,  

An example of amendments of c l a r i f i c a t i o n  of t h e  use of terms 
and i n  meanin of words i s  found i n  C.R.S. 38-1-5 i n  t h e  d e f i n i t i o n  4 e member's llimmediate family," upon whom member- of what const  t u t e s  
s h i p  i n  a  c r e d i t  union automatical ly  devolves. "Immediate fami l  
i s  p resen t ly  def ined t o  inc lude  a  "spouse, c h i l d ,  including 1a ch Id 
by adoption, parent ,  b ro the r ,  s i s t e r ,  aunt o r  uncle  and any such 
s t e p  re l a t ionsh ip , "  o r ,  in s h o r t ,  almost anyone r e l a t e d  t o  t h e  a c t u a l  
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member, For p u r p ~ ~ e s  r e f i n i n g  and c l a r i f y i n g  t h e  def inft i o n ,of 
nimmediate fem%lytl n s h a l l  be deemed t o  mean persans relaked by
bioad, by marriage o r  b adoption and l i v i n g  toge the r  undar enr 
roof 1and a s  one househo d," 

Perhaps t h e  most si n i f i c e n t  change8 a r e  found i n  the t h i r d  
of amendments wh9ch would atrsngthen t h e  ~ t a t a ' sr e  u la-  

hos i ty  and t h e  i n t e r n a l  ope ra t ions  spec i f i ed  under Bze 
f o r  c r a d i t  union$. One example i s  C,R.S, 38-1-6 providing 

Pr e s t e r  re ula tosy  a u t h a r i t  f o r  t h e  s t a t e  bank comis$ione% eve* 
he  operot  gns P af X t rc r e d i t  un ons, inc luding  t h e  power t o  issue ru e 

and regu la t ions  pe r t a in ing  t o  t h e i r  supervision. C.R,S, 38-1-6 4 
wauld g ive  a c r e d i t  union t h e  ri ht t o  appeal dec i s ions  af  the 
bank commissioner. C.R.S ,  38-10811 would s t r e n  then  t h e  audi t ing  
duthor i ty  of a c r e d i t  union 's  P Bsu e rv i so ry  comm t t a e  by pravidin
t h a t  t h e  committee may h i r e  c e r t  f i e d  publ ic  accountanto t o  c o d o c t  
both t h e  quar t e r ly  and annual a u d i t s ,  C.R.S. 38-1-9 (1) (j) would 

Pamit t h e  boards of d i r e c t o r s  of c r e d i t  unions t o  provide campensb-
i ~ nf o r  necessary c l e r i c a l  and aud i t ing  a$s is tance ,  A t  t h e  su -

g e s t l o n  of t h e  bank commissioner, C.R.S. 38-1-20 was r e w r i t t e n  Pn 
sEder t o  specif  procedures f o r  both voluntary and involuntary 
auapensian and 1i q u i d a t i o n  of t h e  operation6 of c r e d i t  unions. 
Psesehtly, C.R.S. 38-1-20 on1 o u t l i n e s  t h e  process  t o  be f o l l o w ~ d  rin cases of voluntary d i r s o l u  ion. 

Changes recommended i n  C.R.S. 38-1-4 f 1 ), (d)  , (e)  , and (Q)
r ep resen t  an attempt t o  c l a r i f y ,  de l inea te ,  "r" r e s t r i c t  t h e  i n v i e t -
men* pawera of c r e d i t  unions, Subeections (d  and ( d l ,  as amended,
would pravi.de revised  r e s t r i c t i o n s  on t h e  investment* ~f c r e d i t  
unions. 


The Committee on Financia l  f n e t i t u t i  ns atso recommends t h e  . 
adoption of an amendment t o  C.R.S. 38-1-4 7f )  which s p e c i f i e s  t h a t  
c t e d i t  unions can i n v e s t  i n  s e c u r i t i e s  insured b S t a t e s  
and i n  s t a t e  and municipal bonds, A l i m i t a t i o n  
a  c r e d i t  union's investment i n  common s tocks ,  
o t h e r  uninsured s e c u r i t i e s  be r e s t r i c t e d  t o  t e n  pe r  cen t  of t h  
c r e d i t  union's c a p i t a l .  The present  l a n  uage of C.R.S. 38-1-4ff)
waar deemed too  broad, as  it illlaws c r e d i  a unions " t o  i n v e s t  i n  any
investment l e g a l  f o r  savings banks o r  f o r  t r u s t  companies," 

S o l i c i t a t i o n  of Funds From t h e  Publ ic  

Qne af t h e  a reas  of chief concern t o  the c a m i t t e e  involved 
t h e  so l i c i t e i t ion  o r  acceptance of fonds from t h e  publ ic  b persons
i n  t h e  bus iness  of making loans.  A s u b s t a n t i a l  por t ion  o$ committee 
time was given t o  t h e  prepara t ion  of l e g i s l a t i o n  t o  provide suporvi- 
s ion  i n  t h i s  p resen t ly  unregulated area.  Numerous problems encoun- 
t e red  by t h e  committee i n  t h e  cons idera t ion  of t h i s  l e g i s l a t i o n  
are noted below and are described i n  further d e t a i l  in the  research 
por t ion  of t h i s  r epor t .  Other problems have been encountered by 



the finanee i ndus t ry  i n  r e l a t i o n  t o  t h i 8  b i l l  and t h e w  irsuea 
should be considered a t  heeringe by the legislature. 

One method by which some 'consumer f inance  companies have 
raised funds f o r  t h e  opera t ion  of t h e i r  businesses  has involved 
t h e  s o l i c i t a t i o n  o r  acceptance of funds from t h e  public.  A t o t a l  
f i g u r e  of moneys received from t h e  publ ic  by t h e  consumer f inance  
indus t ry  over  a  given period i s  d i f f i c u l t  t o  determine, but t h e  
amount of publ ic  funds he ld  b companies i n  t h i s  i n d u s t r  would 
t o t a l  severa l  m i l l i o n s  of do1 1a r s  each year. Funds rece  1ved 
from t h e  publ ic  have a  wide v a r i e t y  of arrangements f o r  zepayment 
inc luding  demand notes ,  investment c e r t i f i c a t e s ,  long and ~ h o r t  &@
term promissory notes ,  and o t h e r  types  of debentures. Some cam- 
panies  repor tedly  have i ssued  passbook8 t o  i n d i v i d u a l s  i n  t h e  
maintenance of t h e  accounts of funds received and withdrawn. 

Information received from consumer f inance  companies i n d i -  
c a t e s  t h a t  t h e  s o l i c i t a t i o n  o r  acceptance of funds from t h e  publ ic
i s  not used by a l l  companies, Some f i rms  have p re fe r red  t o  use 
f inane in9 from es tab l i shed  l i n e s  of c r e d i t  with o t h e r  f i n a n c i a l  
i n s t i t u t  ons; o t h e r s  r e l y  on family sources o r  funds from par tne r s ,  
c l o s e  a s s o c i a t e s ,  o r  stockholdersg -and o t h e r  companies use combiha- 
t i o n s  of t h e s e  sources a s  t h e i r  needs f o r  funds a r i s e .  

I n  addi t ion  t o  t h e  numerous methods by which t h e s e  companies 
o b t a i n  t h e i r  funds, it was found8that t h e  v a r i e t  1 of f i n a n c i a l  tiitand- 
a r d s  f o r  companies wi th in  t h e  indus t ry  makes it mpossible f o r  t h e  
committee t o  recommend e s t a b l i s h i n g  a  p r o p i a t e  f i n a n c i a l  s tandards 
companies would need t o  meet before t1cy could s o l i c i t  o r  accept 
publ ic  funds f o r  t h e i r  opera t ions .  Standards of c a p i t a l  s t r u c t u r e ,  
which would be considered reasonable f a r  some companies, were found 
t o  be unnecessar i ly  r e s t r i c t i v e  f o r  o t h e r  companies, and of l i t t l e  
a p p l i c a b i l i t y  t o  t h e  f i n a n c i a l  s t r eng th  of o t h e r  companies. 

Because of t h e  v a r i a t i o n s  p e c u l i a r  t o  t h i s  indus t ry ,  t h e  com- . 
m i t t e e  recommends l e g i s l a t i o n  which prdlrides two concepts of regu- 
l a t o r y  c o n t r o l  over promissory notes  s o l i c i t e d  o r  accepted from t h e  
publ ic  i ill H i n ' t h e  ~ p p e n d i x )  . F i r s t ,  t h e  publ ic  would have 
t h e  p ro tec t ion  of f u l l  d i s c l o s u r e  of information concerning t h e  
terms and condi t ions  of t h e  funds inves ted  with companies en aging 
i n  t h i s  type  of f inancing.  4For example, t h e  b i l l  would prov de  
t h a t  c e r t a i n  information i s  t o  be c l e a r l y  s t i p u l a t e d  on t h e  notes,  
such a s  t h e  p r i o r i t y  o r  r i g h t s  of t h e  holder  of t h e  promissory 
note ,  t h a t  t h e  t r a n s a c t i o n  i s  an unsecured loan and not  a depos i t ,
and t h a t  t h e  genera l  c r e d i t o r s  of t h e  company may have claims on 
t h e  company's a s s e t s  which a r e  p r i o r  t o  t h e  claims of t h e  holder  
of t h e  note. 

The second concept of r egu la to ry  c o n t r o l  provided under t he  
b i l l  p e r t a i n s  t o  t h e  a u t h o r i t y  of t h e  banking department t o  p r o t e c t  
t h e  funds of t h e  publ ic .  Companies accept ing o r  s o l i c i t i n g  funds 
from t h e  publ ic  would be requi red  t o  submit c e r t a i n  information t o  
t h e  banking department, Annual s ta tements  of ownership and manage- 
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ment, f o r  example, a r e  t o  be provided and a r e  t o  be kep t  u t o  d a t e  E wi th  changes i n  management. The banking depar tment  would e autho-  
r i z e d  t o  examine t h e  r e c o r d s  and f i n a n c i a l  c o n d i t i o n  of companies 
engaging i n  t h i s  t y p e  of f i n a n c i n g  and would be  provided a u t h o r i t  K t o  t a k e  a p p r o p r i a t e  l e g a l  a c t i o n  t o  p r o t e c t  t h e  funds  of  t h e  pub1 c. 

T r u s t  Company S t a t u t e s  

The s i t u a t i o n  i n  r e g a r d  t o  t h e  r e g u l a t i o n  of t r u s t  companies 
i s  i l l u s t r a t i v e  of bo th  i n e f f e c t i v e  s u p e r v i s o r y  a u t h o r i t y  provided 
f o r  a s t a t e  r e g u l a t o r y  agency and a n t i q u a t e d  s t a t u t e s  i n  need of 
r e v i s i o n .  T r u s t  companies may be  o rgan ized  under e i t h e r  of two 
a r t i c l e s  i n  t h e  Colorado s t a t u t e s ,  Article 15 o r  A r t i c l e  16,  C.R.S. 
Chapter  14, The r e g u l a t o r y  a u t h o r i t y  provided by t h e s e  a r t i c l e s ,  
however, i s  no t  s a t i s f a c t o r y  and h a s  pe rmi t t ed  a s i t u a t i o n  i n  which 
t r u s t  companies have ope ra t ed  i n  a manner s i m i l a r  t o  consumer f i n a n c e  
companies o r  a s  i n s t i t u t i o n s  engagin  i n  g e n e r a l  banking b u s i n e s s ,  
The recommendation of t h e  committee ? s t h a t  A r t i c l e  15 be r epea l ed  
and t h a t  A r t i c l e  16 be  amended t o  p rov ide  s a t i s f a c t o r y  r e  u l a t o r y  
a u t h o r i t y  over  a l l  t r u s t  companies o rgan ized  i n  Colorado B i l l  I 
i n  t h e  ~ p p e n d i x )  , 

9 
S p e c i f i c  changes recommended f o r  A r t i c l e  16 i n c l u d e  t h e  

amendment of t h e  fo l l owing  s e c t i o n s :  

Powers of t r u s t  companies. (c.R.s. 14-16-3) . T h i s  s e c t i o n  
was r e p o r t e d  by t h e  banking depar tment  t o  p rov ide  t h e  l a r g e s t  loop- 
h o l e  f o r  t r u s t  companies conduc t ing  g e n e r a l  banking o r  a consumer- 
loan  bus ine s s .  More e x p l i c i t  powers, l i m i t e d  t o  t h e  t r u s t  bus ine s s ,  
a r e  con ta ined  i n  t h e  amendments recommended by t he  committee. 

C 

Power of c o u r t  o v e r  company. ( c .R .S .  14-16-4). More d e t a i l  
concerning t h e  power of c o u r t s  over  t r u s t  companies 5s recommended 
under t h i s  s e c t i o n  a s  r e v i s e d  by t h e  committee. 

L i a b i l i t y  of s t ockho lde r s .  (c.R.S. 14-16-6). The committee 
b e l i e v e s  t h a t  t h e  l i a b i l i t y  of s t o c k h o l d e r s  i n  t r u s t  companies 
should be t h e  same, and n o t  g r e a t e r  t h a n ,  t h e  l i a b i l i t y  of s tockhold-  
ers i n  commercial banks. The committee t h e r e f o r e  recommends removal 
of t h e  pe r sona l  l i a b i l i t y  of t r u s t  company s tockho lde r s .  

Inves tments .  (c.R.S. 14-16-8).  The p r e s e n t  s t a t u t e  i s  r e -  
por ted  t o  have no t  p r o h i b i t e d  t h e  comingling of a l l  t r u s t  f unds  by 
some companies. T h i s  s e c t i o n  should  be amended t o  r e q u i r e  a s epa r -  
a t e  account  f o r  each t r u s t  h e l d  by a company. 

Commissioner t o  s u p e r v i s e  companies. (c.R.s. 14-16-10) and 
C e r t i f i c a t e  of a u t h o r i t y .  (C.R.S. 14-16-11). These s e c t i o n s  should 
be combined t o  s p e c i f y  t h a t  t h e  s u p e r v i s i o n  of  t r u s t  companies i s  
under t h e  j u r i s d i c t i o n  of t h e  banking department and t o  o u t l i n e  
t h e  p rocedures  and g u i d e l i n e s  f o r  c h a r t e r i n g  t r u s t  companies. The 
new requ i rements  f o r  c h a r t e r i n g  would be s i m i l a r  t o  t h e  c h a r t e r i n g  
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requi rements  i n  t h e  commercial bank and i n d u s t r i a l  bank s t a t u t e s .  
The recommended procedures  would e l i m i n a t e  s i t u a t i o n s  under t h e  
p r e s e n t  s t a t u t e s ,  mentioned by t h e  bank commissioner, of t r u s t  
companies commencing t h e i r  o p e r a t i o n s  be fo re  t h e i r  c h a r t e r  i s  
gran ted  by t h e  banking department. 

Discont inuinq t r u s t  bus iness .  (new provis ion)  I t  i s  recom 
mended t h a t  a c o r p o r a t i o n  which wishes  t o  d i scon t inue  a t r u s t  bus i -  
ness  should be  r equ i r ed  t o  f u r n i s h  s a t i s f a c t o r y  evidence of i t s  
r e l e a s e  and d i scha rge  from a l l  o b l i g a t i o n s  and trusts. Such a 
p rov i s ion  would prevent  a t r u s t  company from l eav ing  i t s  o p e r a t i o n s  
wi thout  f i n i s h i n g  i t s  bus ines s  wi th  t h e  c o u r t s .  

E f f e c t i v e  d a t e .  S ince  some time would be  r equ i r ed  f o r  e x i s t -  
i n g  t r u s t  companies t o  comply wi th  p rov i s ions  of t h e  amended a c t ,  
t h e  committee recommends t h a t  t h e  e x i s t i n g  t r u s t  companies be  
given u n t i l  J u l y  1, 1968, t o  comply wi th  t h e  a c t .  

I tems Not Recommended by t h e  Committee 

Requlat ion of Unfa i r  and Deceptive Acts i n  t h e  S a l e  of L i f e  I n s u r -  
ance - 

One of t h e  i t ems  under s tudy  by t h e  committee was a b i l l  from 
t h e  1961 General  Assembly (H.B. 437) which would have added a provi-  
s i o n  i n  t h e  i n su rance  s t a t u t e s  t o  p revent  insurance  agen t s  from 
making f a l s e  and d e c p t i v e  c la ims  concerning s tock  b e n e f i t s  when en- 
aaging i n  t h e  s a l e  of l i f e  insurance .  Complaints have been made 
i n  t h e  p a s t  t h a t  some in su rance  a g e n t s  had l e d  p r o s p e c t i v e  buyers  
t o  b e l i e v e  t h a t  they  would o b t a i n  s tock  b e n e f i t s  i n  an insurance  
company wi th  t h e  purchase of i n su rance  from t h e  company. 

The committee found t h a t  a d d i t i o n a l  r e g u l a t o r y  l e g i s l a t i o n  
on t h i s  m a t t e r  was unnecessary s i n c e  t h e  i n su rance  department i s  
e x e r c i s i n g  adequate r e g u l a t o r y  a u t h o r i t y  designed t o  prevent  t h i s  
p r a c t i c e  from r e o c c u r r i n g  i n  Colorado. Under t h e  gene ra l  powers 
of t h e  i n su rance  commissioner (c.R.s. 72-1-52), a  depar tmenta l  
b u l l e t i n  ( N O .  44 of May 19,  1965) has  been i s s u e d  which d e f i n e s  
v a r i o u s  a c t s  and p r a c t i c e s  which a r e  con t r a ry  t o  t h e  pub l i c  in teres t  
and which would be i n  v i o l a t i o n  of s p e c i f i c  s e c t i o n s  of t h e  insurance  
code. The b u l l e t i n  i n c l u d e s  d e f i n i t i o n s  p e r t a i n i n g  t o  u n f a i r  methods 
of compet i t ion ,  i nc lud ing  o f f e r s  of s tock  b e n e f i t s .  

Insurance  Sold by Mortqase Lenders 

L e g i s l a t i o n  i s  no t  cons idered  necessary  by t h e  committee t o  
p r o h i b i t  a l ende r  on r e a l  p rope r ty  from r e q u i r i n g  a borrower t o  
purchase mortgage in su rance  w r i t t e n  o r  so ld  e i t h e r  by t h e  mortgage 
l e n d e r  o r  by an in su rance  agent  o r  b roke r  des igna t ed  by t h e  l ende r  
a s  a cond i t i on  precedent  t o  making, renewing, o r  con t inu ing  a loan. 
The b i l l  considered by t h e  committee, S.B. 174 of t h e  1963 se s s ion ,  
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would a l s o  p r o h i b i t  a mortgage l e n d e r  from r e f u s i n g  t o  e s t a b l i s h  
an i n su rance  premium escrow account  s o l e l y  because  t h e  borrower 
chose  t o  buy hazard  i n s u r a n c e  from ano the r  agent .  

The conc lu s ion  was reached t h a t  t h e  i n s u r a n c e  commissioner 
c u r r e n t l y  pos se s se s  adequa te  a u t h o r i t y  t o  p r o h i b i t  such u n f a i r  
i n su rance  p r a c t i c e s  by mortgage l e n d e r s  under C.R.S. 72-14-9, 
which p e r t a i n s  t o  u n f a i r  and d e c e p t i v e  a c t s  n o t  s p e c i f i c a l l y  de f ined  
e lsewhere  i n  t h e  s t a t u t e s .  It was t h e  b e l i e f  of t h e  i n su rance  com- 
mi s s ione r  and o t h e r  c o n f e r e e s  t h a t  t h i s  m a t t e r  should be  a t tempted 
t o  be  r e so lved  by agreements between mortgage l e n d e r s  and i n s u r e r s .  
In t h i s  r e g a r d ,  "Uniform Insu rance  P r a c t i c e s  Coden h a s  been adopted 
by t h e  Colorado I n s u r o r s l  Assoc i a t i on ,  Inc . ,  and t h e  Savings  and 
Loan League of Colorado. T h i s  code o u t l i n e s  t h e  r i g h t s  and d u t i e s  
of borrowers ,  l e n d e r s ,  and independen t  mortgage i n s u r a n c e  a g e n t s  
and p rov ides  f o r  t h e  e s t a b l i s h m e n t  of  a g r i evance  committee, composed 
of members of t h e  s u b s c r i b i n g  groups ,  t o  w r k  o u t  s a t i s f a c t o r y  so lu -  
t i o n s  t o  compla in t s  a r i s i n g  o u t  of a l l e g e d  v i o l a t i o n s  of  t h e  code. 
R e p r e s e n t a t i v e s  of t h e  Savings and Loan League and t h e  Colorado I n -  
s u r o r s '  Assoc i a t i on  s t a t e d  t h e i r  b e l i e f  t h a t . t h e  code was working 
s a t i s f a c t o r i l y  t o  a l l  p a r t i e s .  

O the r  I s s u e s  Considered 

Consumer - Type Loans Offe red  by Sav inqs  and Loan Assoc i a t i ons  

Another i s s u e . w h i c h  came t o  t h e  a t t e n t i o n  of t h e  committee 
concerned an a u t h o r i z a t i o n ,  subsequen t ly  withdrawn, g r an t ed  by 
t h e  s t a t e  s av ings  and l o a n  commissioner t o  permit  s av ings  and l o a n  
a s s o c i a t i o n s  t o  o f f e r  shor t - t e rm,  consumer-t pe l o a n s ,  no t  secured Y by f i r s t  l i e n  t r u s t  deeds  o r  mortgages upon mproved r e a l  e s t a t e ,  
During t h e  per iod  i n  which t h e  commiss ioner ls  r u l i n g  was i n  e f f e c t ,  
19  of t h e  37 s t a t e - c h a r t e r e d  s av ings  and l oan  a s s o c i a t i o n s  had r e -  
ce ived  approva l  o f  t h e i r  loan  p l a n s  t o  engage i n  t h i s  t y p e  of l end-  
ing .  Such l o a n s  g e n e r a l l y ,  b u t  n o t  e x c l u s i v e l y ,  would be  made f o r  
home improvements. 

The commit tee l s  a c t i v i t y  i n  r ega rd  t o  t h e  d e c i s i o n  a u t h o r i z i n g  
t h i s  t y p e  of l end ing  a c t i v i t y  was t o  c o n f e r  a t  two of i t s  meet ings  
wi th  t h e  s av ings  and l o a n  commissioner and t o  o b t a i n  an op in ion  of 
t h e  a t t o r n e y  g e n e r a l  i n  r ega rd  t o  whether t h e  commissioner had 
s t a t u t o r y  a u t h o r i t y  t o  pe rmi t  s av ings  and l o a n  a s s o c i a t i o n s  t o  
make t h i s  t y p e  of loan .  I n  h i s  op in ion ,  t h e  a t t o r n e y  g e n e r a l  he ld  
t h a t  t h e r e  was no t  s t a t u t o r y  a u t h o r i t y  f o r  t h e  a u t h o r i z a t i o n  of  
such l o a n s  by t h e  s a v i n g s  and l oan  commissioner. 

S e v e r a l  f a c t o r s  were mentioned by t h e  commissioner a s  i n f l u -  
enc ing  h i s  d e c i s i o n  t o  permi t  consumer-type l o a n s  t o  be w r i t t e n  by 
s a v i n g s  and l oan  a s s o c i a t i o n s .  One f a c t o r  c i t e d  was t h e  r e c e n t  
g e n e r a l  d e c l i n e  i n  t h e  demand f o r  home l o a n s  exper ienced  by sav ings  
and l o a n  a s s o c i a t i o n s .  Among o t h e r  advantages ,  s a v i n g s  and loan  
a s s o c i a t i o n s  could  o b t a i n  g r e a t e r  l i q u i d i t y  from t h e  s h o r t e r  term 
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consumer-type loans  t h a n  i s  p o s s i b l e  i f  r e s t r i c t e d  t o  longer  term 
home loans ,  B e n e f i t s  t o  t h e  pub l i c  from t h i s  t ype  of l oan  were 
suggested inc lud ing  lower i n t e r e s t  r a t e s  than  a v a i l a b l e  from o t h e r  
t ypes  of f i n a n c i a l  i n s t i t u t i o n s .  The sav ings  and loan commissioner 
f u r t h e r  suggested t h a t  sav ings  and loan  a s s o c i a t i o n s  should be permit-  
t e d  t o  become lending  i n s t i t u t i o n s  s e r v i n g  a l l  borrowing needs for 
t h e  g e n e r a l  pub l i c ,  

The committee, of course ,  was concerned wi th  s e v e r a l  f a c t o r s  
i n  t h e  d e c i s i o n  t o  permit  t h i s  t ype  of l end ing  a c t i v i t y ,  i nc lud ing  
t h e  ques t ionab le  procedure followed i n  au tho r i z ing  such loans ,  Any 
a u t h o r i z a t i o n  f o r  sav ings  and loan a s s o c i a t i o n s  t o  o f f e r  consumer- 
t ype  loans  i s  proper ly  a l e g i s l a t i v e  d e c i s i o n ,  Ca re fu l  l e g i s l a t i v e  
c o n s i d e r a t i o n  would need t o  be given no t  on ly  t o  t h e  f a c t o r s  men- 
t i oned  above b u t  a l s o  t o  t h e  impact of such a d e c i s i o n  upon o t h e r  
t y p e s  of f i n a n c i a l  o r g a n i z a t i o n s  i n c l u d i n g  commercial banks, indus- 
t r i a l  banks, and consumer f i n a n c e  companies. Among o t h e r  elements 
which should be cons idered  i n  any d e c i s i o n  a u t h o r i z i n g  such loans  
i s  t h e  demand f o r  home loan  money and t h e  p o t e n t i a l  e f f e c t  of any 
d e c i s i o n  which may tend  t o  make t h e  p r e s e n t  " t i g h t  money" s i t u a t i o n  
even more severe  t han  it i s  a t  t h e  p r e s e n t  ti.me, 

Adminis t ra t ive  Reorqaniza t ion  

Time a f t e r  t ime t h e  committee r a n  i n t o  problems i n  which t h e r e  
was s e r i o u s  doubt a s  t o  whether t h e  pub l i c  interest  was r ece iv ing  
enough a t t e n t i o n  i n  m a t t e r s  concerning t h e  f o u r  s t a t e  agenc ies  -- 
t h e  banking department,  t h e  i n su rance  department,  t h e  sav ings  and 
loan  department,  and t h e  d i v i s i o n  of s e c u r i t i e s .  Each of t h e s e  
f o u r  s t a t e  agenc ies  i s  headed by a commissioner who i s  very  f a m i l i a r  
wi th  t h e  f i n a n c i a l  i n s t i t u t i o n s  o r  a c t i v i t y  which he must superv ise ,  
Often t imes  t h e  commissioner h a s  come from t h e  b u s i n e s s  t h a t  he must 
now r e g u l a t e .  This  background may w e l l  t end  t o  p r e j u d i c e  an i n d i v i -  
d u a l  i n  f a v o r  of t h e  f i n a n c i a l  i n s t i t u t i o n s  which he must r e g u l a t e .  

It  i s  t h e  b e l i e f  of t h e  committee t h a t  r e o r g a n i z a t i o n  of t h e s e  
agenc ies  must occur  t o  a s s u r e  t h e  p u b l i c  and t h e  l e g i s l a t u r e  t h a t  
t h e  pub l i c  i n t e r e s t  i s  indeed p ro t ec t ed .  The exac t  form of t h i s  
r e o r g a n i z a t i o n  must correspond wi th  t h e  gene ra l  r e o r g a n i z a t i o n  of 
s t a t e  government based upon t h e  l i m i t  on t h e  number of departments 
w i th in  t h e  execu t ive  branch of s t a t e  government a s  approved by t h e  
e l e c t o r a t e  t h i s  November (~mendment No. 1 )  . 

However, t h e  committee would sugges t  t h a t  t h e  i n su rance  depa r t -  
ment, t h e  banking depar tment ,  t h e  s av ings  and loan  department,  and 
t h e  s e c u r i t i e s  commissioner be  placed under one department of f i n a n -  
c i a l  i n s t i t u t i o n s ,  We would sugges t  t h a t  t h e  c r i t e r i a  f o r  t h e  
commissioner of f i n a n c i a l  i n s t i t u t i o n s  not  s p e c i f i c a l l y  r e q u i r e  ex- 
pe r i ence  i n  t h e  f i e l d s  t h a t  he would r e g u l a t e  b u t  t h a t  t h e  commis- 
s i o n e r  be  exper ienced i n  a d m i n i s t r a t i o n ,  

We would f u r t h e r  sugges t  t h a t  a board of c o n t r o l  be  appointed 
. with  a member from each of t h e  fo l lowing:  ( a )  t h e  banking i n d u s t r y ,  
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b t h e  i n s u r a n c e  i n d u s t r y ,  ( c )  t h e  s av ings  and l oan  i n d u s t r y ,  and 
d t h e  s e c u r i t y  i n d u s t r y .  I n  a d d i t i o n  we would recommend t h a t  I I 

f i v e  p u b l i c  members a l s o  be  on t h i s  board of c o n t r o l .  

We recommend f u r t h e r  t h a t  t h i s  board  and t h e  commissioner 
be  r e s p o n s i b l e  f o r  t h e  r e p r e s e n t a t i o n  of t h e  p u b l i c  i n t e r e s t  i n  
r ega rd  t o  f i n a n c i a l  i n s t i t u t i o n s .  T h i s  i n t e r e s t  might  w e l l  concern  
i t s e l f  w i th  i n s u r a n c e  r a t e s ,  s a f e t y  of  inves tments ,  compe t i t i on  
between v a r i o u s  f i n a n c i a l  i n s t i t u t i o n s  and s i m i l a r  problems. A sep-  
a r a t e  d i v i s i o n  shou ld  b e  e s t a b l i s h e d  w i t h i n  t h e  depar tment  s p e c i f i c - -  
a l l y  f o r  t h e  p r o t e c t i o n  of  t h e  p u b l i c .  I n  a d d i t i o n ,  a d i v i s i o n  of  
l i q u i d a t i o n ,  which should  be  f i nanced  on a s e l f - s u s t a i n i n g  b a s i s ,  
should be e s t a b l i s h e d  t o  a i d  and f a c i l i t a t e  t h e  l i q u i d a t i o n  of f i n -  
a n c i a l  i n s t i t u t i o n s  whenever t h a t  need should  a r i s e .  

Other  Items f o r  F u r t h e r  Study 

The committee was unab le  t o  conduct  a s t udy  cover ing  a l l  t h e  
r e s p o n s i b i l i t i e s  of t h e  f o u r  major agenc i e s  which s u p e r v i s e  f i n a n -  
c i a l  i n s t i t u t i o n s  i n  Colorado.  Many of  t h e  i s s u e s  a r e  ext remely  
complex and r e q u i r e  c o n s i d e r a b l e  s t udy  of-  p r e s e n t  p r a c t i c e s  a s  well 
a s  c o n s i d e r a t i o n  of p o s s i b l e  a l t e r n a t i v e  approaches  toward r e g u l a t o r y  
a c t i v i t i e s .  The committee h a s  concluded t h a t  it vmuld be d e s i r a b l e  
f o r  t h e  1967 Genera l  Assembly t o  a u t h o r i z e  t h e  c o n t i n u a t i o n  of t h e  
s t udy  of f i n a n c i a l  i n s t i t u t i o n s  under  t h e  d i r e c t i o n  of t h e  L e g i s l a -  
t i v e  Council .  Some of  t h e  i t e m s  mentioned f o r  p o s s i b l e  f u t u r e  
c o n s i d e r a t i o n  a r e  l i s t e d  below. 

I s s u e s  p e r t a i n i n q  t o  i n su rance .  I n  v iew of  some con t rove r sy  
and p u b l i c  concern  i n  t h e  a r e a  of i n s u r a n c e  ra te-making procedures ,  
it i s  sugges ted  t h a t  a s tudy  of t h e s e  p rocedures  be  g iven  f u r t h e r  
a t t e n t i o n  by t h e  L e g i s l a t i v e  Counci l .  C o n s i d e r a t i o n  should  a l s o  be 
g iven  t o  t h e  f e a s i b i l i t y  of r e g u l a t i n g  t h e  i n c l u s i o n  of sub roga t i on  
c l a u s e s  i n  automobi le  i n s u r a n c e  p o l i c i e s .  An example o f  a s t a t e  
s t a t u t e  p r o h i b i t i n g  sub ro ga t i on  c l a u s e s ,  a 1964 V i r g i n i a  s t a t u t e ,  i s  
i nc luded  i n  t h e  Appendix a s  B i l l  J. 

O the r  a r e a s  r e l a t i n g  t o  i n s u r a n c e  cons ide r ed  by t h e  committee 
a s  p o s s i b l e  s u b j e c t s  of  f u r t h e r  s t udy  i n c l u d e  t h e  p o s s i b l e  need 
f o r  f u r t h e r  r e f i n e m e n t s  i n  t h e  r e g u l a t i o n  of  "preneedW and " a t  needN 
f u n e r a l  a r rangements ;  t h e  a u t h o r i t y  of  t h e  i n s u r a n c e  department  i n  
examining t h e  books of ho ld ing  companies of  i n s u r a n c e  companies; 
t h e  adequacy of r e g u l a t i o n  o f  t h e  a l t e r  ego a c t i v i t i e s  of t h e  mana- 
g e r s  of  i n s u r a n c e  companies; and t h e  p o s s i b i l i t y  of r equ i rements  
w i t h  respect to t h e  q u a l i f i c a t i o n s  of pe r sons  who form i n s u r a n c e  
companies. 

S t a t e  s e c u r i t i e s  a c t .  Among m a t t e r s  i n  need o f  f u r t h e r  
c o n s i d e r a t i o n  i n  t h e  s e c u r i t i e s  a c t  a r e  t h e  r e g u l a t i o n  of o f f e r i n g s  
of n o n p r o f i t  c o r p o r a t i o n s  o rgan i zed  f o r  r e l i g i o u s ,  e d u c a t i o n a l ,  - 
c h a r i t a b l e ,  f r a t e r n a l ,  o r  s o c i a l  purposes ;  exemptions from t h e  

. r e g i s t r a t i o n  p r o v i s i o n s  of t h e  s e c u r i t i e s  a c t ;  and p r o v i s i o n  of a 
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s i m p l i f i e d  r e g i s t r a t i o n  procedure f o r  c e r t a i n  t y p e s  of  i s s u e s ,  
such a s  o f f e r i n g s  from nonpro f i t  co rpo ra t ions .  

Sav ins s  and l o a n  department. I s s u e s  r e l a t i n g  t o  t h e  i m -  
provement i n  t h e  r e g u l a t o r y  a u t h o r i t y  of t h e  sav ings  and loan  de- 
partment which should be considered i n c l u d e  t h e  e s t ab l i shmen t  of 
a d i v i s i o n  w i t h i n  t h e  department t o  a p p r a i s e  some p r o p e r t i e s  on 
which a s s o c i a t i o n s  have made loans ;  and s p e c i f i c  l e g i s l a t i o n  t o  
prevent  undes i r ab l e  persons  from o b t a i n i n g  c o n t r o l  of sav ings  and 
loan  a s s o c i a t i o n s .  

T i t l e  indexinq system. Cons ide ra t ion  should be  given t o  
s imp l i t y ing  and modernizing t h e  system of indexing t h e  d a t a  per-  
t a i n i n g  t o  t h e  l e g a l  t i t l e  s t a t u s  o f  r e a l  p rope r ty  i n  Colorado. 
One system suggested was t h e  e s t ab l i shmen t  of t r a c t  indexes  i n  
t h e  o f f i c e s  of county c l e r k s  and r e c o r d e r s  by u s e  of automatic d a t a  
process ing.  Another system mentioned f o r  c o n s i d e r a t i o n  was t h e  
f e a s i b i l i t y  of implementing t h e  Tor rens  system of l and  t i t l e  r e g i s -  
t r a t i o n .  
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REGULATORY RESPONSIBILITIES OF THE 

INSURANCE DEPARTMENT 


The Colorado Department of I n su rance  i s  charged by s t a t u t e  
Uwi th  t h e  execu t ion  of t h e  laws r e l a t i n g  t o  i n su rance  ... and s h a l l  
have a  s u p e r v i s i n g  a u t h o r i t y  o v e r  t h e  b u s i n e s s  of i n s u r a n c e  i n  t h i s  
s t a t e r  (c.R.s. 72-103). The Commissioner of I n su rance ,  t h e  depa r t -  
ment ' s  c h i e f  e x e c u t i v e  o f f i c e r ,  i s  r e q u i r e d  t o  be 'a person w e l l  
v e r s ed  i n  i n s u r a n c e ,  an  e l e c t o r  of  t h e  s t a t e  of Colorado,  and s h a l l  
have no pecunia ry  i n t e r e s t  i n  any i n su rance  company o r  agency d i -  
r e c t l y  o r  i n d i r e c t l y  o t h e r  t h a n  a s  a  p o l i c y h ~ l d e r . ~  T h i s  o f f i c e r  i s  
appo in t ed  by t h e  Governor under  p r o v i s i o n s  of t h e  c l a s s i f i e d  c i v i l  
s e r v i c e  s e c t i o n  of t h e  s t a t e  c o n s t i t u t i o n  ( ~ r t i c l e  X I I ,  S e c t i o n  1 3 ) .  

The t y p e s  of  i n s u r a n c e  companies and o t h e r  f i n a n c i a l  i n s t i t u -  
t i o n s  t h a t  a r e  s u p e r v i s e d  by t h e  In su rance  Department a r e :  

( 1 )  	 L i f e  i n su rance  companies - ( c h a p t e r  72 ,  Article 3 )  

( 2 )  	 F i r e  i n s u r a n c e  companies - ( c h a p t e r  72 ,  A r t i c l e  3 )  

( 3 )  	 C a s u a l t y  i n s u r a n c e  companies - ( c h a p t e r  72 ,  

A r t i c l e  1 2 )  


( 4 )  	 M u l t i p l e  l i n e  i n s u r a n c e  companies ( c h a p t e r  72,  

A r t i c l e s  11 and 1 2 )  


( 5 )  	 Mutual b e n e f i t  l i f e  a s s o c i a t i o n s  - ( c h a p t e r  72,  

A r t i c l e  9)  


(6 )  	 County mutual  p r o t e c t i v e  a s s o c i a t i o n s  - ( c h a p t e r  

72 ,  A r t i c l e  5 )  


( 7 )  	 Rec ip roca l  and i n t e r i n s u r a n c e  companies - ( c h a p t e r  

72 ,  A r t i c l e  4 )  


(8) 	 F r a t e r n a l  b e n e f i t  s o c i e t i e s  - ( c h a p t e r  72 ,  A r t i c l e  
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(9)  	 T i t l e  i n su rance  companies which a r e  n o t  Colorado 
c o r p o r a t i o n s  ( r e g u l a t e d  under  t h e  c a s u a l t y  i n su rance  
a r t i c l e )  - ( c h a p t e r  72 ,  A r t i c l e  1 8 )  

(10)  	 Preneed f u n e r a l  p l a n s  - (Chapte r  14, A r t i c l e  19) 

( 1 1 )  	 Mutual i n su rance  companies - ( c h a p t e r  72 ,  A r t i c l e  5 )  

( 1 2 )  	 Group l i f e  i n s u r a n c e  companies - ( c h a p t e r  72 ,  
A r t i c l e  6 )  



(13)  Employers' 	 mutual l i a b i l i t y  insurance-  - ( c h a p t e r  
72,  A r t i c l e  8)  

(14 )  B a i l  bondsmen - (Chapter  72,  A r t i c l e  20)  

A few of t h e  depa r tmen t ' s  s p e c i f i c  r e s p o n s i b i l i t i e s  and pro- 
cedures  i n  t h e  examinat ion of i n su rance  companies should be  noted a t  
t h e  o u t s e t  s i n c e  some of t h e  commit tee 's  recommendations involve  t h e  
ex t ens ion  of t h e  depar tment ' s  r e g u l a t o r y  a u t h o r i t y  t o  p r e s e n t l y  
unregula ted  t y p e s  of i n su rance  companies. 

A l l  i n su rance  companies doing b u s i n e s s  i n  Colorado must f i l e  
an annua l  s t a t emen t  on o r  b e f o r e  March 1, which provides  in format ion  
such a s  t h e  t o t a l  annual  premiums c o l l e c t e d  o r  c o n t r a c t e d ,  amounts 
pa id  t o  p o l i c y h o l d e r s ,  and in format ion  concerning t h e  amount of 
insurance  r e i n s u r e d  i n  o r  accep ted  from o t h e r  companies. Annual 
s t a t emen t s  a r e  submi t ted  on a  form promulgated by t h e  Na t iona l  Asso- 
c i a t i o n  of Insurance  Commissioners (c.R.s. 72-1-13). Annual s t a t e -  
ments a r e  a u d i t e d  c a r e f u l l y  and any q u e s t i o n s  o r  d i s c r e p a n c i e s  a r e  
fol lowed u n t i l  c o r r e c t e d  by t h e  companies. 

The s t a t u t e s  a l s o  prov ide  t h a t  . each-  company s h a l l  be examined 
a t  l e a s t  once every  t h r e e  y e a r s .  The in su rance  department has i t s  
own f u l l - t i m e  employees who examine a l l  i n su rance  companies. I n  t h e  
l a s t  two y e a r s ,  t h e  department has  i n s t i t u t e d  an  a d d i t i o n a l  program 
of making a p a r t i a l  examinat ion annua l ly  of each domestic company 
which i s  l e s s  t han  t e n  y e a r s  o l d .  

By way of d e f i n i t i o n ,  an examination of a company involves  f a r  
more t h a n  an a u d i t  of ca sh  ba lances .  Examiners check i n t o  every 
t r a n s a c t i o n ,  inves tment ,  c la im,  board proceedings ,  and al.1 o t h e r  ac- 
t i v i t i e s  of each company. Each examination cove r s  t h e  f u l l  per iod  
s i n c e  t h e  l a s t  examination.  A d e t a i l e d  r e p o r t  i s  prepared and i f  
c o r r e c t i v e  a c t i o n  i s  needed it i s  s o  i n d i c a t e d .  The insurance  com-
mis s ione r ,  deputy,  and examiner i n  charge  f r e q u e n t l y  meet w i th  
boards  of d i r e c t o r s  of companies examined t o  d i s c u s s  t h e  r e s u l t s  of 
t h e  examinat ions .  I f  c o n d i t i o n s  hazardous t o  t h e  pub l i c  i n t e r e s t  
a r e  r evea l ed  by an examinat ion,  a show cause o r d e r  i s  i s sued  and a  
hea r ing  he ld  t o  determine t h e  company's f i t n e s s  t o  cont inue  ope ra t -  
ing .  

A g r e a t  many a d d i t i o n a l  r e s p o n s i b i l i t i e s  of t h e  department 
r e l a t i n g  t o  t h e  i n su rance  i n d u s t r y  a r e  inc luded  i n  t h e  s t a t u t e s .  
L icens ing  and examining of a g e n t s  and b roke r s ;  i s s u i n g ,  suspending,
and revoking c e r t i f i c a t e s  of  a u t h o r i t y  f o r  companies t o  do bus ines s  
i n  t h e  s t a t e ;  and c e r t a i n  r e s p o n s i b i l i t i e s  p e r t a i n i n g  t o  a  company's 
c a s h  c a p i t a l ,  guaran ty  fund d e p o s i t s ,  and au tho r i zed  investments  
a r e  some of t h e  o t h e r  a r e a s  inc luded  under  t h e  s u p e r v i s o r  a u t h o r i t y  
of t h e  i n su rance  department (C.R.S. Chapte r  72, A r t i c l e  11. 

The commit tee 's  recommendations r e l a t i v e  t o  t h e  supe rv i so ry  
a u t h o r i t y  of t h e  i n su rance  department have an  emphasis s l i g h t l y  
d i f f e r e n t  from t h e  recommendations concerning t h e  r e g u l a t o r y  a c t i v i -  



t i e s  and s t a t u t e s  of concern t o  t h e  banking department,  The primary 
emphasis of t h e  committee 's  recommendations concerning insurance  
r e l a t e  t o  f i l l i n g  i n  gaps  of p r e s e n t l y  unregula ted  a r e a s  of t h e  in -  
surance  i n d u s t r y  and t h e  s t r e n g t h e n i n g  of t h e  p r e s e n t  f i n a n c i a l  re-
quirements  f o r  insurance  companies, Unl ike  some of t h e  s t a t u t e s  
r e l a t i n g  t o  t h e  banking depar tment ,  t h e  recommendations concerning 
t h e  insurance  code do n o t  p e r t a i n  t o  t h e  modernizat ion of ou tda ted  
s t a t u t e s ,  bu t  r a t h e r  a r e  l i m i t e d  t o  providing adequate  s u p e r v i s i o n  
i n  a r e a s  of i n su rance  where inadequa te  o r  no r e g u l a t o r y  a u t h o r i t y  now 
e x i s t s ,  

The spec i f  i c  a r e a s  of s u p e r v i s i o n  under t h e  insurance  depa r t -  
ment t h a t  a r e  recommended f o r  amendment by t h e  Committee on F i n a n c i a l  
I n s t i t u t i o n s  inc lude :  (1) removal of a "grandfa ther"  c l a u s e  i n  t h e  
c a p i t a l  and qu rp lus  requikements f o r  insurance  companies t o  p l ace  t h e  
requirements  f o r  a l l  companies a t  t h e  h i  h e r  l e v e l  of requirements
adopted by t h e  1963 General  Assembly; (23 adopt ion of a b i l l  t o  pro- 
v i d e  f o r  t h e  r e g u l a t i o n  of non -p ro f i t  h o s p i t a l ,  medica l - surg ica l ,  
and h e a l t h  s e r v i c e  c o r p o r a t i o n s ;  ( 3 )  enactment of t h e  model b i l l  of 
t h e  Na t iona l  Assoc i a t i on  of Insurance  Commissioners p e r t a i n i n g  t o  
c r e d i t  l i f e  and c r e d i t  h e a l t h  and a c c i d e n t  insurance ;  and (4 )  pas-
sage of a b i l l  t o  provide f o r  t h e  r e g u l a t i o n  of motor c l u b s  and 
t r a v e l  promotion o r g a n i z a t i o n s .  

The f i f t h  b i l l  d i s c u s s e d  i n  t h i s  r e p o r t  i s  submi t ted  f o r  l eg-  
i s l a t i v e  c o n s i d e r a t i o n  and would prov ide  f o r  t h e  r e g u l a t i o n  of a l l  
a s p e c t s  of t h e  t i t l e  i n su rance  i n d u s t r y  through t h e  insurance  depa r t -  
ment. However, t h e  amount of t ime  which t h e  committee members could 
devote  t o  t h i s  b i l l  was t o o  l i m i t e d  f o r  t h e  committee t o  adopt  a  
f a v o r a b l e  o r  unfavorab le  recommendation. T h i s  b i l l ,  t h e r e f o r e ,  i s  
merely being submit ted a s  a  m a t t e r  of in format ion  f o r  c o n s i d e r a t i o n  
by t h e  General  Assembly. 

Two o t h e r  i t ems  which were cons idered  by t h e  committee -- a 
b i l l  r e l a t i n g  t o  i n su rance  s o l d  by mortgage l e n d e r s  and l e g i s l a t i o n  
r e l a t i n g  t o  c e r t a i n  u n f a i r  and d e c e p t i v e  i n su rance  p r a c t i c e s  -- a r e  
included i n  t h e  d i s c u s s i o n  which fo l lows ,  a l t hough  f u r t h e r  l e g i s l a -  
t i o n  d i d  no t  appear  necessary  on t h e s e  m a t t e r s .  

C a p i t a l  and S u r p l u s  Requirements f o r  Insurance  Companies 

It i s  d i f f i c u l t  t o  f o r e c a s t  o r  t o  p r o j e c t  a t  what e x a c t  l e v e l  
t h e  minimum f i n a n c i a l  requ i rements  of i n su rance  companies should be 
s e t  i n  o r d e r  t o  avoid t h e  s i t u a t i o n  of i n s o l v e n c i e s  occu r r ing  w i t h i n  
t h e  i n su rance  i n d u s t r y  bu t  y e t  no t  exclude from compet i t ion  sma l l e r ,  
e f f i c i e n t l y  opera ted  companies. While i n s o l v e n c i e s  w i t h i n  t h e  
insurance  i n d u s t r y  o f t e n  might be a t t r i b u t e d  t o  a number of  f a c t o r s ,  
such a s  u n q u a l i f i e d  o r  d i s h o n e s t  management o r  l o o s e  unde rwr i t i ng -  
p r a c t i c e s ,  inadequa te  f i n a n c i a l  r e s e r v e s  appear  t o  be one of t h e  
f r e q u e n t  problems of companies exper ienc ing  f i n a n c i a l  d i f f i c u l t i e s .  
The insurance  department r e p o r t e d  t o  t h e  committee t h a t  e i g h t  of 
n ine  f i r e  and c a s u a l t y  insurance  companies o rganized  i n  Colorado 



between 1951 and 1963 w i t h  $50,000 c a p i t a l  o r  guaran ty  fund and 
$25,000 s u r p l u s  had been placed i n  r e c e i v e r s h i p .  

A t  t h e  p r e s e n t  time t h e r e  a r e  two s e p a r a t e  s e t s  of f i n a n c i a l  
requirements  e s t a b l i s h e d  f o r  i n su rance  companies au tho r i zed  t o  do 
bus ines s  i n  Colorado. The l e v e l  of t h e  c a p i t a l  o r  guaran ty  fund,  and 
t h e  s u r p l u s  requi rements  f o r  companies l i c e n s e d  i n  t h e  s t a t e  p r i o r  
t o  May 6 ,  1963, w i th  t h e  excep t ion  of m u l t i p l e  l i n e  companies, a r e  
one-half  a s  h igh  a s  t h e  requi rements  f o r  companies newly au tho r i zed  
t o  conduct  bus ines s  i n  t h e  s t a t e  s ince t h a t  d a t e .  L e g i s l a t i o n  i n  
1963 (L. 1963, p. 570, § 1 )  i nc reased  t h e  f i n a n c i a l  requirements  f o r  
companies seeking admi t tance  t o  t h e  s t a t e  bu t  exempted t h e  companies 
which had p rev ious ly  been g ran ted  a c e r t i f i c a t e  of a u t h o r i t y  i n  
Colorado from t h e s e  i nc reased  ~ . equ i r emen t s .  

The s t a t u t o r y  requirements  f o r  companies i s sued  a c e r t i f i c a t e  
of a u t h o r i t y  p r i o r  t o  May 6 ,  1963,are s p e c i f i e d  a s t  

CAPITAL OR 
TYPE OF COMPANY GUARANTY FUND SURPLUS 

F i r e  ( t e r r i t o r y  l i m i t e d  t o  
Colorado) ..................... 

Casua l ty  ( i nc lud ing  f i d e l i t y  and 
s u r e t y )  ....................... 250,000.00 125,000.00 

Casua l ty  (exc lud ing  f i d e l i t y  and 
surety)------------------------ 1 0 0 , 0 0 0 ~ 0 0  50,000.00 

c a s u a l t y -  (exc lud ing  f i d e l i t y  and 
s u r e t y  -- t e r r i t o r y  l i m i t e d  t o  
Colorado)---------------------- 50,000.00 25,000.00 

Mul t ip l e  l i n e  400,000.00 350,000.00-----I-------------

Requirements f o r  companies admi t ted  i n  Colorado a f t e r  May 6 ,  
1963, a r e  provided a s  fo l lows:  

CAPITAL OR 
TYPE OF COMPANY GUARANTY FUND SURPLUS 

Life $ 200,000.00 $ 100,000.00-----------I--------IIIIII.-

F i r e  ............................ 200,000.00 100,000.00 

F i r e  ( t e r r i t o r y  l i m i t e d  t o  

Colorado) ----------------.----50,000.00100,000.00 
Casua l ty  ( i n c l u d i n g  f i d e l i t y  and 

s u r e t y )  ....................... 250,000.00 125,000.00 
Casua l ty  (exc lud ing  f i d e l i t y  and 

s u r e t y )  200,000.00 1 0 0 , 0 0 0 ~ 0 0----------------I------

Casua l ty  (exc lud ing  f i d e l i t y  and 
s u r e t y  -- t e r r i t o r y  l i m i t e d  t o  
Colorado)------------------- 100,000.00 50,000.00 

Mul t ip l e  l i n e  ------------------- 400,000.00 350,000.00 



Subsec t ions  ( 2 )  and ( 3 )  of C.R.S. 72-1-36 provide f o r  t h e  
a d m i n i s t r a t i o n  of t h e  above requirements  and d e s c r i b e  t h e  purpose of 
r e q u i r e d  depos i t :  

(2) The cash  o r  s e c u r i t i e s  r e p r e s e n t i n g  t h e  minimum 
c a p i t a l  o r  guaran ty  fund r e q u i r e d  by t h i s  law 
s h a l l  be depos i t ed ,  i n  t h e  c a s e  of  domestic 
companies, w i t h  t h e  commissioner of i n su rance  of 
t h i s  s t a t e  i n  t h e  manner provided by law, and, i n  
t h e  c a s e  of  f o r e i g n  o r  a l i e n  companies, w i th  t h e  
commissioner of  i n su rance  of t h i s  s t a t e  o r  w i t h  
t h e  du ly  au tho r i zed  o f f i c e r  of  some o t h e r  s t a t e  of 
t h e  Uni ted S t a t e s ;  provided,  t h e  guaran ty  fund of 
mutual companies s h a l l  be cons t rued  t o  i nc lude  
d e p o s i t s  he ld  f o r  t h e  b e n e f i t  of p o l i c y h o l d e r s  a s  
provided i n  t h i s  chap te r .  

The d e p o s i t  s h a l l  be he ld  by t h e  commissioner f o r  
t h e  b e n e f i t  of a l l  p o l i c y h o l d e r s  wherever l oca t ed .  
For  a  f o r e i g n  o r  a l i e n  i n s u r e r  t o  be al lowed 
c r e d i t  f o r  d e p o s i t s  i n  o t h e r  j u r i s d i c t i o n s ,  such 
d e p o s i t s  must be he ld  f o r - t h e  b e n e f i t  of a l l  
p o l i c y h o l d e r s  wherever l o c a t e d  and n o t  s o l e l y  o r  
w i t h  p re fe rence  f o r  t h o s e  i n  t h e  d e p o s i t o r y  j u r i s -  
d i c t i o n .  

The recommendation submi t ted  by t h e  Committee on F i n a n c i a l  
I n s t i t u t i o n s  i s  t o  i n c r e a s e ,  on a  g radua ted  b a s i s ,  t h e  f i n a n c i a l  re-
quirements  f o r  companies p r e s e n t l y  a t  t h e  lower l e v e l  t o  t h e  h ighe r  
l e v e l  of  requi rements  which were added by t h e  1963 General  Assembly. 
The language recommended by t h e  committee would add a new subsec t ion  
( 4 )  t o  C.R.S. 72-1-36: 

( 4 )  	 Any in su rance  company i s sued  a c e r t i f i c a t e  of 
a u t h o r i t y  i n  t h i s  s t a t e  p r i o r  t o  May 6 ,  1963, 
which does  n o t  meet t h e  requi rements  of subsec-
t i o n  ( 1 )  ( b )  of t h i s  s e c t i o n ,  s h a l l  w i t h i n  f i v e  
y e a r s  a f t e r  t h e  e f f e c t i v e  d a t e  of  t h i s  subsec- 
t i o n  i n c r e a s e  i t s  a c t u a l  paid-up cash  c a p i t a l  
o r  guaran ty  fund and unencumbered s u r p l u s  i n  
accordance w i t h  s a i d  subsec t ion  ( 1 )  ( b ) ,  by in -  
c r e a s i n g  n o t  l a t e r  t h a n  t h e  end of each c a l e n d a r  
y e a r  s a i d  a c t u a l  paid-up cash  c a p i t a l  o r  
guaran ty  fund and unencumbered s u r p l u s  by no t  
l e s s  t h a n  o n e - f i f t h  of t h e  a d d i t i o n a l  amount r e -
qu i r ed .  For  good cause ,  t h e  i n c r e a s e  i n  s a i d  
funds  may be waived i n  whole o r  i n  p a r t  by t h e  
commissioner f o r  any c a l e n d a r  y e a r ,  b u t  no such 
waiver  s h a l l  ex tend  t h e  f i n a l  f i v e - y e a r  r e q u i r e -  
ment. 

A f i v e - y e a r  per iod  of t ime  was cons idered  by t h e  committee t o  
be a r ea sonab le  t ime f o r  companies t o  comply w i t h  t h e  proposed new 



s t anda rds .  I n  o r d e r  t a  provide f o r  e f f e c t i v e  enforcement of t h e  
new p r o v i s i o n ,  it was thought  a d v i s a b l e  t o  s p e c i f y  t h a t  a t  l e a s t  one- 
f i f t h  of t h e  new requirement  be  added each  yea r .  However, s i n c e  
a d d i t i o n a l  f a c t o r s ,  such a s  p l a n s  f o r  t h e  merging of companies, may 
e n t e r  i n t o  a  company's f i n a n c i a l  s t a t u s ,  t h e  i n su rance  commissioner 
would be g iven  a u t h o r i t y  t o  waive, i n  whole o r  i n  p a r t ,  t h e  i n c r e a s e  
i n  funds  r equ i r ed  f o r  any c a l e n d a r  y e a r ,  a l though  t h e  requirement 
f o r  compliance w i t h i n  f i v e  y e a r s  could  n o t  be waived. 

Requla t ion  of Non-prof i t  Hosp i t a l .  Medical-Surqical .  and Hea l th  
S e r v i c e  Corpora t ions  

Among t h e  f i n a n c i a l  i n s t i t u t i o n s  f o r  which adequate  r e g u l a t o r y  
a u t h o r i t y  by t h e  s t a t e  does  n o t  now e x i s t  a r e  non-p ro f i t  c o r p o r a t i o n s  
o f f e r i n g  h o s p i t a l ,  med ica l - su rg i ca l ,  and h e a l t h  s e r v i c e  coverage.  
The major o r g a n i z a t i o n  i n  t h i s  a r e a  i s  Colorado Blue Cross-Blue 
S h i e l d ,  which p r e s e n t l y  has  an e n r o l l e d  membership of approximately  
785,000 s u b s c r i b e r s .  Another company, H o s p i t a l  S e r v i c e ,  Inc . ,  of 
F o r t  C o l l i n s ,  has  an enro l lment  of approximately  22,000 s u b s c r i b e r s  
who a r e  r e s i d e n t s  o r  former  r e s i d e n t s  of t h e  Larimer County a r e a .  
The Colorado Optometric Assoc i a t i on  and t h e  Colorado Dental  Soc i e ty  
a r e  r e p o r t e d  t o  be sponsor ing  o r g a n i z a t i o n s  which o f f e r  insurance  
coverage f o r  s e r v i c e s  w i t h i n  t h e  scope of t h e s e  p ro fe s s ions .  The 
committee was informed t h a t  o t h e r  c o r p o r a t i o n s ,  now de func t ,  had 
been organized  which o f f e r e d  pre-paid  h e a l t h  s e r v i c e s  such a s  d e n t a l  
c a r e ,  ambulance s e r v i c e ,  and p r e s c r i p t i o n  s e r v i c e .  

For  i t s  c o n s i d e r a t i o n  of l e g i s l a t i o n  i n  t h i s  a r e a ,  t h e  commit- 
t e e  s t u d i e d  Sena te  B i l l  266 of t h e  1965 General  Assembly. Some of 
t h e  major p r o v i s i o n s  of t h e  b i l l  a r e  l i s t e d  below. I n  g e n e r a l ,  t h e  
t y p e  of r e g u l a t o r y  a c t i v i t i e s  which t h e  i n su rance  department would 
e x e r c i s e  under  t h e  recommended b i l l  a r e  s i m i l a r  t o  t h e  a u t h o r i t y  of 
t h e  department i n  o t h e r  l i n e s  of insurance .  

Annual s t a t emen t s .  The in su rance  commissioner would be pro- 
vided in format ion  concern ins  t h e  amount of membership dues  o r  sub- 
s c r i b e r  f e e s  c o l l e c t e d  annua l ly  and t h e  amounts paid '  annua l ly  i n  
b e n e f i t s  t o  t h e  s u b s c r i b e r s  o r  members. 

Au tho r i t y  t o  do bus ines s .  Corpora t ions  under  t h e  a c t  would 
be r e q u i r e d  t o  o b t a i n  a  c e r t i f i c a t e  of a u t h o r i t y  which i s  renewable 
annua l ly .  The in su rance  commissioner i s  t o  ex tend ,  au toma t i ca l ly ,  
t h e  c o r p o r a t i o n ' s  c e r t i f i c a t e  of a u t h o r i t y  and an  enro l lment  repre-  
s e n t a t i v e ' s  l i c e n s e  upon f i l i n g  of t h e  c o r p o r a t i o n ' s  annual  s t a t e -  
ment and t h e  f e e s  due. 

Approval of b e n e f i t  c e r t i f i c a t e s .  Copies of s u b s c r i p t i o n  d r  
membership c e r t i f i c a t e s  and t h e  schedule  of r a t e s ,  dues ,  o r  f e e s  
charged a r e  t o  be f i l e d  w i t h  t h e  insurance  commissioner. Forms 
f i l e d  by t h e  companies a r e  s u b j e c t  t o  d i sapp rova l  of t h e  commissioner. 



Requirements  f o r  c e r t i f i c a t e  o f  a u t h o r i t y .  F i l i n g  of t h e  
company's s u b s c r i p t i o n  o r  membership c e r t i f i c a t e s  w i t h  a  s c h e d u l e  of  
dues  and fees t o  be pa id  by members o r  s u b s c r i b e r s  i s  r e q u i r e d  under  
t h e  a c t .  The s c h e d u l e  of  d u e s  and fees i s  r e q u i r e d  t o  be  a d e q u a t e  
t o  a l l o w  t h e  c o r p o r a t i o n  t o  meet t h e  expenses  f o r  a v a i l a b l e  s e r v i c e s  
w i t h o u t  i m p a i r i n g  t h e  g u a r a n t y  fund ,  y e t  a t  t h e  same time n o t  
r e s u l t  i n  a n  accumula t ion  of  r e s e r v e s  i n  e x c e s s  of o n e - t h i r d  o f  t h e  
t o t a l  dues  o r  f e e s  r e c e i v e d  d u r i n g  t h e  p r e c e d i n g  y e a r .  

Examinat ions ,  i n v e s t i s a t i o n s ,  and r e v o c a t i o n  of c e r t i f i c a t e s  
of a u t h o r i t y .  Examinat ion by t h e  i n s u r a n c e  commissioner  of t h e  
f i n a n c i a l  c o n d i t i o n ,  a f f a i r s ,  and management o f  c o r p o r a t i o n s  under  
t h i s  a c t  i s  r e q u i r e d  a t  l e a s t  once  e v e r y  t h r e e  y e a r s .  

The i n s u r a n c e  commissioner  may suspend o r  revoke c e r t i f i c a t e s  
of a u t h o r i t y  g r a n t e d  c o r p o r a t i o n s ,  o r  t o  t h e i r  o f f i c e r s  o r  a g e n t s ,  
and l i s t s  t h e  r e a s o n s  f o r  which such ' a c t i o n  may be t a k e n .  P rocedure  
f o r  a p p e a l s  from d e c i s i o n s  of  t h e  commissioner  i s  s p e c i f i e d  i n  t h e  
a c t .  

P r i n c i p a l  a r e a s  o f  c o n t r o v e r s y  w i t h  t h i s  b i l l  i nvo lved  t h e  
f o l l o w i n g  f o u r  p r o v i s i o n s  of  t h e  a c t : .  (1 ) .  P o s s i b l e  exemption of 
s m a l l  r o u p s  o p e r a t i n g  w i t h i n  a l o c a l  a r e a  o r  w i t h  a  l i m i t e d  member- 
s h i p ;  92 )  R a t e s  t o  b e  charged  f o r  e x  e n s e s  o f  e x a m i n a t i o n s  conducted 
by t h e  s t a t e  i n s u r a n c e  depar tment ;  (37 C o n s i d e r a t i o n  of t h e  amount 
of c a p i t a l  and s u r p l u s  o r  g u a r a n t y  f u n d  f o r  o r g a n i z a t i o n s  u n d e r  t h e  
a c t ;  and (4 )  E s t a b l i s h m e n t  of d e p o s i t s  under  j o i n t  c o n t r o l  of  t h e  
i n s u r a n c e  depar tment  and t h e  c o r p o r a t i o n .  Each o f  t h e s e  i s s u e s  a r e  
d i s c u s s e d  i n  t h e  p a r a g r a p h s  which f o l l o w .  

S i n c e  H o s p i t a l  S e r v i c e ,  I n c . ,  of F o r t  C o l l i n s ,  and p o s s i b l y  
o t h e r  companies which would come under  t h i s  a c t ,  o p e r a t e i n  a  l i m i t e d  
g e o g r a p h i c a l  a r e a  and t h u s  s e r v e s  p e r s o n s  who a r e  w e l l  aware o f  t h e  
i n t e g r i t y  of t h e  company and w i t h  t h e  d i r e c t o r s  and management of 
t h e  f i r m ,  t h e  committee c o n s i d e r e d  p o s s i b l e  amendment of  t h e  proposed 
s t a t u t e  t o  exempt from t h e  a c t  companies which s e r v e  a  l o c a l  com-
munity i n  such a  manner. The a c t  was s a i d  t o  be  unnecessa ry  and t o  
r e p r e s e n t  a p o t e n t i a l  h a r d s h i p  t o  s u c h  c o r p o r a t i o n s  a s  it would n o t  
a f f e c t  t h e  c o r p o r a t i o n ' s  s a f e t y ,  a s  f a r  a s  t h e  p r o t e c t i o n  of t h e  
company's s u b s c r i b e r s  was concerned.  

E x c l u s i o n s  from t h e  a c t  g r a n t e d  t o  any companies which oper-  
a t e  e i t h e r  i n  a  l o c a l i z e d  a r e a ,  which s e r v e  a  l i m i t e d  number of  
members, o r  which o f f e r  l i m i t e d  coverage  was c o n s i d e r e d  by t h e  i n -  
s u r a n c e  depar tment  t o  be i n a d v i s a b l e  p u b l i c  p o l i c y .  Three  s m a l l ,  
u n r e g u l a t e d  companies o f f e r i n g  p r e s c r i p t i o n ,  ambulance,  and optome- 
t r i c  s e r v i c e s  had become i n s o l v e n t  i n  r e c e n t  y e a r s ,  r e s u l t i n g  i n  some 
l o s s e s  t o  t h e  company s u b s c r i b e r s  and i n v e s t o r s .  Exemptions from 
t h e  a c t  of s m a l l  companies would n e g a t e  p r o t e c t i o n  f o r  t h e  p u b l i c  
s u b s c r i b e r s  t o  t h e s e  companies which a p p e a r  t o  c a r r y  s u b s t a n t i a l  r i s k  
i n  t h e  f o r m a t i v e  y e a r s .  



Colorado Blue Cross-Blue S h i e l d  a l a o  o b j e c t e d  t o  t h e  pos s i -  
b i l i t y  of exempting s m a l l e r  o r g a n i z a t i o n s  o p e r a t i n g  w i t h i n  a  s p e c i f i e d  
geog raph i ca l  a r e a ,  l i m i t e d  s e r v i c e s  o r  s e r v i n g  sma l l  member- 
s h i p s .  It was sugges t edO f f e r i n g t a t  any such  exempiions would r e s u l t  i n  a 
p r o l i f e r a t i o n  i n  t h e  number of sma l l  companies. Colorado Blue Cross-  
B lue  S h i e l d  f u r t h e r  i n d i c a t e d  t h a t  numerous sma l l  companies would be  
more expens ive  f o r  t h e i r  s u b s c r i b e r s  t h a n  i s  t h e  c a s e  w i t h  l a r g e r  
companies.  

The Committee on F i n a n c i a l  I n s t i t u t i o n s  recommends t h a t  no 
exempt ions  be  made under  t h e  a c t  b u t  t h a t  t h e  b i l l  p rov ide  f o r  a  
s l i d i n g  s c a l e  of  f i n a n c i a l  r equ i r emen t s  so  t h a t  t h e  s m a l l e r  and 
l a r g e r  companies would be  s u b j e c t  t o  r equ i r emen t s  based on pe rcen t -  
a g e s  of annua l  premium volume. The i n t e n t  of  t h e  l e g i s l a t i o n  i s  t o  
p r even t  abuse s  from o c c u r r i n g  i n  t h e  o f f e r i n g  of p re -pa id  h e a l t h  
p l ans .  Any exemption provided f o r  small companies would c o n t r a d i c t  
t h i s  i n t e n t i o n .  

Another  o b j e c t i o n  t o  t h e  b i l l  c i t e d  by H o s p i t a l  S e r v i c e ,  Inc.,  
was t h e  examina t ion  f e e  and t r a v e l  and l i v i n g  expenses  f o r  t h e  
i n s u r a n c e  depar tment  examina t ion  and i n v e s t i g a t i o n  of t h e  companyls 
f i n a n c i a l  c o n d i t i o n ,  a f f a i r s ,  and management which i s  t o  be conduc- 
t e d  a t  l e a s t  once eve ry  t h r e e  y e a r s  unde r  s e c t i o n  72-21-20. A l t e r -
n a t i v e  s u g g e s t i o n s  f o r  t h i s  examina t ion  were t h a t  t h e  i n s u r a n c e  
depar tment  a c c e p t  t h e  annua l  a u d i t  of  t h e  company, s i n c e  a n  annua l  
a u d i t  conducted  by a  c e r t i f i e d  p u b l i c  a c c o u n t a n t  is  r e q u i r e d  under  
t h e  by-laws of  t h e  c o r p o r a t i o n .  The unnecessa ry  d u p l i c a t i o n  of ex-
amina t ion  expenses  cou ld  be  avoided i n  t h i s  manner. 

The b i l l ,  a s  o r i g i n a l l y  d i s c u s s e d  by t h e  committee, provided
t h a t  i n s u r a n c e  depar tment  f e e s  f o r  examina t ion  be  "equa l  t o  t h e  
r e a s o n a b l e  c o s t s  i ncu r r ed . . . a s  may be  de te rmined  by t h e  commissioner.H 
The language recommended by t h e  committee, however, p rov ide s  f o r  a  
f e e  of  f i f t y  d o l l a r s  f o r  e ach  examiner f o r  each  day r e q u i r e d  i n  mak- 
i n g  such  examina t ion ,  b u t  exc ludes ,  a s  an  expense  o f  t h e  companies,  
t r a n s p o r t a t i o n  and l i v i n g  expenses  f o r  i n s u r a n c e  depar tment  pe r sonne l  
conduc t ing  examina t ions  o u t s i d e  of Denver. It i s  e s t i m a t e d  t h a t  an  
examina t ion  of H o s p i t a l  S e r v i c e ,  Inc., would r e q u i r e  a t  l e a s t  f i v e  
days  of  examinat ion time, w h i l e  Colorado Blue Cross-Blue S h i e l d  would 
r e q u i r e  c o n s i d e r a b l y  more time. The p r i n c i p a l  r e a son  f o r  cha rg ing  an  
examina t ion  f e e  i s  t o  r e c o v e r  p a r t  of  t h e  a d m i n i s t r a t i o n  expenses  of 
t h e  i n s u r a n c e  depar tment .  Companies under  t h i s  a c t  would n o t  be  
r e q u i r e d  t o  pay a  premium t a x  which, f o r  o t h e r  companies,  would be 
a t  r a t e s  of one p e r  c e n t  up  t o  two and one - fou r th  p e r  c e n t  of  annua l  
g r o s s  premium c o l l e c t i o n s .  

It  was po in t ed  o u t  by t h e  i n s u r a n c e  depar tment  t h a t  t h e  t y p e  
of examinat ion of companies which t h e y  conduct  i s  n o t  t h e  same a s  
t h e  companyls annua l  a u d i t  by a c e r t i f i e d  p u b l i c  accoun tan t .  The 
depa r tmen t ' s  examina t i ons  a r e  based on t h e  requ i rements  of  t h e  i n s u r -  
ance  s t a t u t e s ,  which do n o t  cove r  t h e  same a r e a s  a s  g e n e r a l  account-  
i n g  p r i n c i p l e s .  There  a r e  approx imate ly  800  i n s u r a n c e  companies i n  
Colorado which r e q u i r e  i n v e s t i g a t i o n  by t h e  i n s u r a n c e  depar tment  and 



it was c o n s i d e r e d  poor  p o l i c y  f o r  t h e  s t a t e  t o  e s t a b l i s h  a  p r e c e d e n t  
of a c c e p t i n g  a u d i t s  conducted  by c e r t i f i e d  p u b l i c  a c c o u n t a n t s  i n  
l i e u  of examina t ions  by t h e  i n s u r a n c e  depar tment .  

Two o t h e r  i s s u e s  b e f o r e  t h e  committee concerned t h e  f i n a n c i a l  
r e q u i r e m e n t s  f o r  companies under  t h i s  a c t  and t h e  f i n a n c i a l  r e s e r v e s  
i n  t h e  g u a r a n t y  fund  d e p o s i t  c o n t r o l l e d  j o i n t l y  by each  company and 
by t h e  i n s u r a n c e  depar tment .  Both of t h e s e  i s s u e s  p r e s e n t  t h e  d i f -  
f i c u l t y  of d e t e r m i n i n g  a d e q u a t e  minimum s t a n d a r d s ,  b u t  y e t  h a v i n  
s t a n d a r d s  which would a c c o u n t  f o r  t h e  v a r i e t y  i n  t h e  s i z e s  of d i9f e r -
e n t  companies.  Minimum s t a n d a r d s  which a r e  t o o  h i g h  would p r e c l u d e  
t h e  o r g a n i z a t i o n  of new companies,  b u t  a t  t h e  same t i m e  t h e  companies 
shou ld  be r e q u i r e d  t o  have g r e a t e r  f i n a n c i a l  r e s e r v e s  a s  t h e  e x t e n t  
of r i s k  assumed by t h e  companies i n c r e a s e s .  F o r  t h e s e  r e a s o n s  t h e  
committee h a s  recommended s l i d i n g  s c a l e s  f o r  d e p o s i t s  i n  t h e  com-
pany 's  g u a r a n t y  fund .  

The p l a n  recommended by t h e  committee would b a s e  a company's 
g u a r a n t y  fund on t h e  p r e c e d i n g  y e a r ' s  s u b s c r i p t i o n  income: 

( a )  	 S u b s c r i p t i o n  income of  n o t  
exceeding $2,000,000:  F i v e  p e r  c e n t  d e p o s i t .  

( b )  	 S u b s c r i p t i o n  income exceed- Two and one-hal f  p e r  c e n t ,  
i n g  $2,000,000;  b u t  n o t  p l u s  d e p o s i t  r e q u i r e d  i n  
exceed ing  $10,000,000: ( a )  above. 

( c )  	 S u b s c r i p t i o n  income exceed ing  One p e r  c e n t ,  p l u s  de-  
$10,000,000: p o s i t s  r e q u i r e d  i n  ( a )  and 

( b )  above.  

Of t h e  amounts s p e c i f i e d  above,  t h e  committee has  recommended 
t h a t  t h e  minimum g u a r a n t y  fund  on d e p o s i t  w i t h  t h e  i n s u r a n c e  d e p a r t -  
ment ( h e l d  i n  a  Denver bank) i s  t o  be  on a  s c a l e  of  from $50,000 t o  
$150,000, m a i n t a i n e d  a c c o r d i n g  t o  t h e  company's s u b s c r i p t i o n  income. 
Using t h e s e  s c a l e s ,  t h e  t o t a l  g u a r a n t y  fund  f o r  Colorado Blue C r o s s  
would be ,  a p p r o x i m a t e l y ,  $605,000 and Colorado Blue S h i e l d  approx i -  
ma te ly  $365,000, of  which t h e  p o r t i o n  of t h e  g u a r a n t y  fund f o r  each 
company on d e p o s i t  w i t h  t h e  i n s u r a n c e  depar tment  would be $150,000. 
H o s p i t a l  S e r v i c e ,  Inc . ,would  b e  s u b j e c t  t o  a minimum g u a r a n t y  fund 
of $50,000,  a l l  of  which would be  on d e p o s i t  w i t h  t h e  i n s u r a n c e  de- 
par tment .  Both c o r p o r a t i o n s  have s u b s t a n t i a l l y  g r e a t e r  r e s e r v e  funds  
t h a n  t h e  minimum r e q u i r e m e n t s  s p e c i f i e d  above. 

Some c o n f u s i o n  e x i s t e d  i n  r e g a r d  t o  t h e  amounts of t h e  g u a r a n t y  
fund d e p o s i t e d  w i t h  t h e  i n s u r a n c e  commissioner .  These f u n d s ,  r e -
q u i r e d  of  a l l  i n s u r a n c e  companies p r e s e n t l y  r e g u l a t e d ,  a r e  ma in ta ined  
i n  s e p a r a t e  s a f e  d e p o s i t  boxes i n  v a r i o u s  Denver banks ,  and a r e  
c o n t r o l l e d  j o i n t l y  by t h e  depar tment  and e a c h  company. The p r i n c i p a l  
r e a s o n  f o r  t h i s  d e p o s i t  i s  t o  a s s u r e  t h a t  t h e  company's a s s e t s  w i l l  
n o t  be  d i s s i p a t e d  below t h e  minimum amounts h e l d  by t h e  depar tment ,  
a l t h o u g h  t h e  amounts d e p o s i t e d ,  such  a s  v a r i o u s  t y p e s  of  s e c u r i t i e s  
and i n v e s t m e n t s ,  c o n t i n u e  t o  e a r n  money f o r  t h e  company. I f  a com-
pany i s  r e q u i r e d  t o  u s e  a  p o r t i o n  of t h e s e  r e s e r v e s ,  it w i l l  be  
c l o s e l y  s u p e r v i s e d  by t h e  depar tment  u n t i l  i t s  r e s e r v e s  a r e  a g a i n  a t  
a n  a p p r o p r i a t e  l e v e l .  



Basing t h e  reserve r e q u i r e m e n t s  on t h e  number of  s u b s c r i b e r s  
i n  e a c h  o r g a n i z a t i o n  was c o n s i d e r e d  b o t h  d i f f i c u l t  t o  a d m i n i s t e r  and 
a n  u n r e a l i s t i c  approach  toward  e s t a b l i s h i n g  t h e s e  r e q u i r e m e n t s ,  
Because of  t h e  c o n s t a n t  changes  i n  t h e i r  membership, f o r  example, 
r e p r e s e n t a t i v e s  o f  Blue Cross-Blue  S h i e l d  s t a t e d  t h a t  t h e i r  o r g a n i z a -  
t i o n  d o e s  n o t  have a n  e x a c t  number o f  members covered  a t  any g i v e n  
time which c o u l d  b e  used under  t h i s  approach.  It was a l s o  emphasized 
t h a t  a n  a r b i t r a r y  f i g u r e  f o r  a  reserve r e q u i r e m e n t ,  such  a s  one  d o l -  
l a r  p e r  s u b s c r i b e r , w o u l d  n o t  be  a  r e a l i s t i c  means of  d e t e r m i n i n g  t h e  
n e c e s s a r y  r e s e r v e s .  Use of t o t a l  s u b s c r i p t i o n  income f o r  t h e  p r e v i -  
o u s  y e a r  was s a i d  t o  p r o v i d e  a more a c c u r a t e  r e l a t i o n s h i p  between t h e  
n e c e s s a r y  g u a r a n t y  fund  and t h e  p o t e n t i a l  l i a b i l i t y  of t h e  corpora -  
t i o n ,  A minimum r e q u i r e m e n t  of  $50,000 i n  t h e  g u a r a n t y  fund d e p o s i t  
was c o n s i d e r e d  n e c e s s a r y  by t h e  committee i n  o r d e r  t o  d i s c o u r a  e 
companies s t a r t i n g  w i t h  t o o  l i t t l e  c a p i t a l  which cou ld  be  d i s s  p a t e d  P 
i n  a  r e l a t i v e l y  s h o r t  p e r i o d  of  time. 

C r e d i t  L i f e  and C r e d i t  H e a l t h  and A c c i d e n t  I n s u r a n c e  

Another  f a c e t  o f  t h e  i n s u r a n c e  i n d u s t r y  f o r  which t h e  i n s u r -  
ance  depar tment  d o e s  n o t  have a d e q u a t e  r e g u l a t o r y  a u t h o r i t y  i s  i n  
t h e  a r e a  of  c r e d i t  l i f e  and c r e d i t  h e a l t h  and a c c i d e n t  i n s u r a n c e  
w r i t t e n  i n  c o n n e c t i o n  w i t h  l o a n s  and o t h e r  c r e d i t  t r a n s a c t i o n s  of 
less t h a n  f i v e  y e a r s 1  d u r a t i o n ,  T h i s  t y p e  of  i n s u r a n c e  i s  purchased 
by t h e  d e b t o r  f o r  t h e  purpose  of p r o v i d i n g  a n  indemni ty  f o r  any pay- 
ments which t h e  d e b t o r  may be u n a b l e  t o  make i n  t h e  e v e n t  of d i s a b i l -  
i t y  o r  d e a t h .  

A d e b t o r  may b e  urged by t h e  c r e d i t o r  t o  buy t h i s  t y p e  of 
i n s u r a n c e  and,  i n  most c a s e s ,  t h i s  t y p e  of term i n s u r a n c e  i s  recog-
n i z e d  a s  advan tageous  by b o t h  p a r t i e s  t o  a  c r e d i t  t r a n s a c t i o n .  The 
c r e d i t o r  i s  a s s u r e d  payment on c h a t t e l  mor tgages  i n  t h e  e v e n t  of  
d i s a b i l i t y  o r  d e a t h  of t h e  d e b t o r ,  w h i l e  t h e  d e b t o r  h a s  t h e  a s s u r a n c e  
t h a t  payment on c h a t t e l  mor tgages ,  s u c h  a s  household  f u r n i t u r e ,  
a u t o m o b i l e s ,  and k i t c h e n  a p p l i a n c e s ,  w i l l  b e  p a i d  i n  t h e  e v e n t  of 
h i s  d e a t h ,  ill h e a l t h ,  o r  i n j u r y .  

C r e d i t  l i f e  and h e a l t h  and a c c i d e n t  i n s u r a n c e  can  b e  i s s u e d  
i n  t h e  form of  g r o u p  o r  i n d i v i d u a l  p o l i c i e s .  I n  t h e  c a s e  'of g roup  
i n s u r a n c e ,  t h e  l e n d e r  p u r c h a s e s  g r o u p  i n s u r a n c e  and,  a s  t h e  m a s t e r  
p o l i c y  h o l d e r ,  i s s u e s  c e r t i f i c a t e s  o f  i n s u r a n c e  t o  bor rowers ,  
I n d i v i d u a l  c r e d i t  l i f e  and h e a l t h  and a c c i d e n t  i n s u r a n c e  p o l i c i e s  
a r e  w r i t t e n  on a  term i n s u r a n c e  p l a n ,  

While r e c o g n i z i n g  t h a t  s t a t e  r e g u l a t i o n  of  c r e d i t  i n s u r a n c e  
shou ld  n o t  be  t o o  s t r i n g e n t ,  and t h u s  r e s t r i c t  r e a s o n a b l e  c o m p e t i t i o n ,  
o r  b e  made t o o  r i g i d  s o  t h a t  no p r o f i t  c o u l d  be r e a l i z e d  from o f f e r -  
i n g  t h i s  t y p e  of  i n s u r a n c e ,  t h e  Committee on  F i n a n c i a l  I n s t i t u t i o n s  
b e l i e v e s  t h a t  t h e  c r e d i t  t r a n s a c t i o n s  a r e  now of  such p r o p o r t i o n s ,  
b o t h  i n  terms o f  money and number o f  p e o p l e  a f f e c t e d ,  t h a t  t h e r e  
e x i s t s  a  need i n  Colorado f o r  a  s p e c i f i c  s t a t u t e  t o  r e g u l a t e  t h e  
f i e l d  o f  c r e d i t  i n s u r a n c e .  



Some of t h e  abuses  which l e g i s l a t i o n  could h e l p  t o  curb  inc lude  
t h e  p o s s i b i l i t y  of exces s ive  premium r a t e s  being charged.  I n s t a n c e s  
have been r epo r t ed  i n  which borrowers have been r e q u i r e d  t o  pay t h e  
premiums f o r  c r e d i t  insurance  from t h r e e  t o  f i v e  y e a r s  i n  advance o r  
t h e r e  has  been a  f a i l u r e  t o  make proper  r e funds  on premiums f o r  
c r e d i t  insurance  c a n c e l l e d  i n  c a s e s  when a loan  has  been paid  i n  ad-
vance of t h e  ma tu r i t y  d a t e .  Other  problems c i t e d  inc lude  t h e  w r i t i n g  
of insurance  p o l i c i e s  f o r  a  l o n g e r  t ime than  t h e  per iod  of t h e  loan  
o r  f o r  a  l a r g e r  amohnt of money t h a n  t h e  loan ,  and exces s ive  commis- 
s i o n  r a t e s  being pa id  by i n s u r e r s .  

One of t h e  most n o t a b l e  problems which has  been brought t o  t h e  
a t t e n t i o n  of t h e  insurance  department i s  t h a t  salesmen of c h a t t e l s ,  
who a r e  n o t  p roper ly  l i c e n s e d  in su rance  agen t s ,  have s o l d  t h e  pur- 
c h a s e r  of t h e  c h a t t e l  c r e d i t  l i f e  o r  add ident  and h e a l t h  i n su rance ,  
Insurance  Department B u l l e t i n  No. 46 of October 15, 1965, a t tempted t o  
h a l t  t h e  p r a c t i c e  of c e r t a i n  c r e d i t  i n su rance  companies accep t ing  in-  
surance  bus ines s  w r i t t e n  by un l i censed  i n d i v i d u a l s .  The B u l l e t i n  
concluded t h a t  t h i s  p r a c t i c e  i s  i n  v i o l a t i o n  of t h e  l i c e n s i n g  provi-  
s i o n s  of t h e  insurance  code which r e q u i r e s  any person who i s  n o t  
l i c e n s e d  t o  s e l l  i n su rance  t o  o b t a i n  a  l i c e n s e  be fo re  handl ing a p p l i -  
c a t i o n s  f o r  i n su rance  o r  i n su rance  p o l i c i e s  on beha l f  of an insurance  
company. 

I n  a d d i t i o n  t o  t h e  l i c e n s i n g  power of t h e  insurance  commis- 
s i o n e r ,  Colorado s t a t u t e s  provide l i m i t e d  r e g u l a t o r y  a u t h o r i t y  ove r  
t h e  s a l e  of c r e d i t  i n su rance  on t h e  b a s i s  of two a r t i c l e s  of t h e  
insurance  code which p e r t a i n  on ly  t o  t h e  purchase of group c r e d i t  
insurance .  I n  r ega rd  t o  group l i f e  insurance ,  C.R.S. 72-6-1 ( 3 )
s t i p u l a t e s  t h a t  a group l i f e  i n su rance  p o l i c y ,  i s sued  t o  a c r e d i t o r  
f o r  purposes of i n s u r i n g  d e b t o r s ,  must conform t o  c e r t a i n  r equ i r e -  
ments. 

Under C.R.S. 72-6-1 (3)  ( b )  t h e  persons  e l i g i b l e  f o r  group 
l i f e  insurance  a r e  " . . . a l l  of t h e  d e b t o r s  of t h e  c r e d i t o r  whose 
indebtedness  i s  repayable  i n  i n s t a l l m e n t s , . .  ." C.R.S. 72-6-1 (3) 
( c )  p e r t a i n s  t o  t h e  payment of t h e  p o l i c y  premium by e i t h e r  t h e  
c r e d i t o r  o r  t h e  d e b t o r s  and subsec t ion  ( 3 )  ( d )  p rov ides  t h a t  a group
l i f e  insurance  p o l i c y  can only be i s s u e d  t o  a c r e d i t o r  who has  
s t i p u l a t e d  numbers of deb to r s .  

Under subsec t ion  ( 3 )  ( e )  of C.R.S. 72-6-1, t h e  commissioner 
of i n su rance  i s  provided some r e g u l a t o r y  a u t h o r i t y  i n  regard  t o  t h e  
t o t a l  amount of c r e d i t  l i f e  insurance  w r i t t e n ,  which i s  no t  t o  
"exceed t h e  amount owed..., o r  t e n  thousand d o l l a r s  w h i c h e v e r # i s  
l e s s .  

With r e s p e c t  t o  t h e  r e g u l a t i o n  of p o l i c i e s  f o r  c r e d i t  h e a l t h  
and a c c i d e n t  i n su rance ,  t h e  commissioner of insurance  must r e l y  on a  
l i b e r a l  i n t e r p r e t a t i o n  of a  p o r t i o n  of C.R.S. 72-10-16 which spec i -  
f i e s  requi rements  f o r  group h e a l t h  and a c c i d e n t  p o l i c i e s  i s s u e d  t o  
an employer f o r  purposes of i n s u r i n g  t e n  o r  more employees. Subsec-
t i o n  (1) ( d )  of t h i s  s e c t i o n  (c.R.S. 79-10-16) has  been i n t e r p r e t e d  
a s  g r a n t i n g  t h e  commissioner a u t h o r i t y  t o  r e g u l a t e  o t h e r  forms 



of  group h e a l t h  and a c c i d e n t  i n s u r a n c e  o r  c r e d i t  h e a l t h  and a c c i d e n t  
i n su rance .  Group s i c k n e s s  and a c c i d e n t  i n su rance  i s  d e c l a r e d  t o  be 
i n su rance  i s s u e d  on t h e  fo l l owing  b a s i s :  

( d ) ,  ..a p o l i c y  i s s u e d  t o  any o t h e r  subs tan-  
t i a l l y  s i m i l a r  g roup  Bee.,o t h e r  t h a n  l temployers,w 
" p r i v a t e  i n d i v i d u a l s ,  " " p a r t n e r s h i p s ,  " and "corpo- 
r a t i o n s "  f o r  purposes  o f  i n s u r i n g  t e n  o r  more 
employee$ which, i n  t h e  d i s c r e t i o n  of t h e  commis- 
s i o n e r ,  may be s u b j e c t  t o  t h e  i s s u a n c e  of  a group
s i c k n e s s  and a c c i d e n t  p o l i c y  o r  c o n t r a c t .  

It a p p e a r s  t h a t  t h e  i n su rance  commissioner i s  p laced  i n  a 
d i f f i c u l t  p o s i t i o n  of s u p e r v i s i n g  t h i s  a r e a  of i n s u r a n c e  because  of  
t h e  vague o r  imprec i s e  a u t h o r i z a t i o n  provided i n  s u b s e c t i o n  ( 1 )  ( d ) ,  
The remaining p r o v i s i o n s  of  C.R.S. 72-10-16 s t i p u l a t e  what a  qroup
h e a l t h  and a c c i d e n t  p o l i c y  must c o n t a i n ,  Subsec t i on  ( 2 )  ( b )  of  C o R e S *  
72-10-16 p rov ides  t h a t  t h e  p o l i c y  and t h e  a p  l i c a t i o n  of t h e  p o l i c  
h o l d e r  " s h a l l  c o n s t i t u t e  t h e  e n t i r e  c o n t r a c t  getween t h e  p a r t i e s . . ,  r 
i n s u r e r ,  p o l i c y  h o l d e r ,  and d e b t o r s .  I n  s u b s e c t i o n  ( 2 )  ( c )  of C.R.S. 
72-10-16 it i s  s t i p u l a t e d  t h a t  e ach  member of  t h e  i n s u r e d  group 
s h a l l  r e c e i v e  "an i n d i v i d u a l  c e r t i f i c a t e  s e t t i n g  f o r t h  i n  summary 
form a  s t a t e m e n t  of  t h e  e s s e n t i a l  f e a t u r e s  of t h e  i n su rance  covera e ...and t o  whom b e n e f i t s  t h e r e u n d e r  a r e  payable. . . ."  C.R.S. 72-10- 96 
( 2 )  ( d )  p rov ides  t h a t  t h e  p o l i c y  s h a l l  make p r o v i s i o n  f o r  t h e  add i -  
t i o n  of  new members from time t o  t ime.  

There  e x i s t  no s p e c i f i c  p r o v i s i o n s  i n  t h e  i n s u r a n c e  code t o  
p rov ide  f o r  t h e  r e g u l a t i o n  of  c r e d i t  l i f e  and h e a l t h  and a c c i d e n t  
i n su rance  p o l i c i e s  w r i t t e n  on an  i n d i v i d u a l  b a s i s .  Moreover, t h e  
i n su rance  code does  c o n t a i n  a  s p e c i f i c  p r o v i s i o n  t o  r e q u i r e  t h a t  such 
p o l i c i e s ,  and c e r t i f i c a t e s  of i n su rance ,  must be f i l e d  and approved 
by t h e  commissioner of i n su rance .  Ra t e s  and t h e  c l a s s i f i c a t i o n  of  
r i s k s  must be f i l e d ,  b u t  t h e  commissioner is  n o t  g r a n t e d  approving 
o r  d i s app rov ing  a u t h o r i t y  o v e r  them. 

However, t h e  s t a t e  banking commissioner does  have some au thor -  
i t y  o v e r  t h e  u se  o f  c r e d i t  i n s u r a n c e  s o l d  i n  connec t ion  w i t h  l o a n s  
of $1500 o r  l e s s  under  t h e  Consumer Finance Act.  (c.R.s. Chapte r  73, 
A r t i c l e  4 .  ) 

C.R.S. 73-4-1 g i v e s  t h e  l e n d e r  t h e  r i g h t  t o  p rocure  i n su rance  
a s  s e c u r i t y  f o r  l o a n s  and t h e  r i g h t  f o r  t h e  l e n d e r  o r  h i s  employee 
t o  s e l l  t h i s  i n s u r a n c e  i f  he i s  a l i c e n s e d  i n su rance  agen t .  The 
amount of c r e d i t  i n s u r a n c e  s h a l l  no t  exceed t h e  f a c e  amount of  t h e  
unpaid ba l ance  of  t h e  l o a n  and i s  t o  b e  w r i t t e n  on a  d e c l i n i n g  term 
b a s i s .  S e c t i o n  73-4-1 a l s o  p rov ides  f o r  r e funds  o f  i n su rance  premi- 
ums i n  t h e  e v e n t  of renewal of  a l o a n  o r  i f  a new l o a n  i s  taken  o u t  
by t h e  same borrower.  

C.R.S. 73-4-2 p rov ides  t h a t  t h e  premium f o r  c r e d i t  i n su rance  
i s  n o t  t o  be computed a s  an  a d d i t i o n a l  c o s t  of  t h e  l o a n ,  though " t h e  
premium o r  i d e n t i f i a b l e  cha rge  may be i nc luded  i n  and become p a r t  of  
t h e  l o a n ,  



I n  C.R.S. 73-4-3 t h e  l e n d e r  i s  p r o h i b i t e d  from r e q u i r i n g  t h e  
purchase  of i n s u r a n c e  from t h e  l e n d e r  o r  from a n  a g e n t  d e s i g n a t e d  
by t h e  l e n d e r  a s  a  c o n d i t i o n  f o r  making t h e  l o a n .  The l e n d e r  may n o t  
d e c l i n e  e x i s t i n g  i n s u r a n c e  p rov ided  by an  o u t s i d e  a g e n t  o r  i n s u r a n c e  
company. 

S t i l l  l a c k i n g ,  however, i s  a n  o v e r - a l l  r e g u l a t i o n  of  t h e  
w r i t i n g  of  c r e d i t  i n s u r a n c e  f o r  s e c u r i t y  on l o a n s  o t h e r  t h a n  f o r  
l o a n s  u n d e r  t h e  Consumer F inance  Ac t ,  F u r t h e r ,  t h e r e  i s  no s t a t u t o r y
a u t h o r i t y  f o r  t h e  a p p r o v a l  of  c r e d i t  i n s u r a n c e  r a t e s  by t h e  i n s u r -  
ance  depar tment .  Nor a r e  t h e r e  any r e q u i r e m e n t s  t h a t  t h e  p o l i c i e s  
c o n t a i n  c e r t a i n  p r o v i s i o n s ,  s u c h  a s  r e f u n d  p r o v i s i o n  o r  l i m i t a -  
t i o n s  t h a t  t h e  amount of i n s u r a n c e  w r i t t e n  c o v e r  o n l y  t h e  a c t u a l  
i n d e b t e d n e s s  of  t h e  bor rower  and b e  l i m i t e d  t o  t h e  t e r m  of t h e  loan .  

A f t e r  c o n s i d e r i n g  t h e  problems of c r e d i t  l i f e  and h e a l t h  i n -  
s u r a n c e  n o t  be ing  s u b j e c t  t o  e f f e c t i v e  s t a t u t o r y  r e g u l a t i o n  by t h e  
i n s u r a n c e  d e p a r t m e n t ,  t h e  Committee on  F i n a n c i a l  I n s t i t u t i o n s  h a s  
recommended t h e  a d o p t i o n  of t h e  model b i l l  on c r e d i t  i n s u r a n c e  p re -  
pared  by t h e  N a t i o n a l  A s s o c i a t i o n  of I n s u r a n c e ~ C o m m i s s i o n e r s  i n  1958 
and i n t r o d u c e d  i n  t h e  G e n e r a l  Assembly i n  1961  a s  House B i l l  281. 
The purpose  of  t h i s  b i l l  i s  n o t  t o  impede r e a s o n a b l e  c o m p e t i t i o n  n o r  
t o  p r o h i b i t  r e a s o n a b l e  p r o f i t s  i n  t h e  w r i t i n g  of c r e d i t  i n s u r a n c e .  
R a t h e r ,  t h e  b i l l  i s  recommended i n  o r d e r  t o  p r o v i d e  r e g u l a t o r y  au-
t h o r i t y  o v e r  a n  i n c r e a s i n g l y  i m p o r t a n t  segment of t h e  i n s u r a n c e  
i n d u s t r y .  

Motor C lubs .  Assoc ia t ions .  and Motor T r a v e l  Promotion O r q a n i z a t i o n s  

A r e c u r r i n g  problem i n  Colorado  r e s u l t s  from a  l a c k  of s p e c i -
f i c  l e g i s l a t i o n  t o  p r o v i d e  s u p e r v i s i o n  o f  t h e  o p e r a t i o n  of motor  
c l u b s  and t r a v e l  promotion o r g a n i z a t i o n s  under  a  s t a t e  r e g u l a t o r y  
agency.  B r i e f l y  d e s c r i b e d ,  t h e s e  c l u b s  and a s s o c i a t i o n s  have o f f e r e d  
t h e i r  members, f o r  a  r e g i s t r a t i o n  f e e  and dues ,  b e n e f i t s  such a s  
tow c a r  s e r v i c e ,  emergency r o a d  s e r v i c e ,  t o u r i n g  s e r v i c e s ,  re imburse-
ment of l e g a l  e x p e n s e s ,  and b a i l  bond s e r v i c e  t o  c o v e r  t h e  a r r e s t  
of  a member on mans laugh te r  c h a r g e  a r i s i n g  from t h e  u s e  of an  a u t o -  
mobi le .  

During t h e  d e l i b e r a t i o n s  of t h e  Committee on F i n a n c i a l  I n s t i -  
t u t i o n s ,  t h e  s t a t e  commiss ioner  o f  i n s u r a n c e  r e p o r t e d  t h a t  t h e  
o p e r a t i o n s  of some motor  c l u b s ,  such  a s  l o c a l  o r g a n i z a t i o n s  a f f i l i a t e d  
w i t h  t h e  American Automobile A s s o c i a t i o n ,  a r e  beyond reproach .  How-
e v e r ,  t h e r e  have been motor c l u b s  and t r a v e l  promotion o r g a n i z a t i o n s  
o p e r a t i n g  i n  Colorado  which have s o l d  memberships t o  t h e  p u b l i c  b u t  
which s u b s e q u e n t l y  e i t h e r  i g n o r e d  a  member's c l a i m  o r  have d i s a p p e a r e d  
from t h e  s t a t e  a f t e r  c o l l e c t i n g  s u b s t a n t i a l  amounts i n  membership 
f e e s .  

S i n c e  t h e r e  a r e  no s p e c i f i c  l i c e n s i n g  r e q u i r e m e n t s  f o r  r e p r e -  
s e n t a t i v e s  o f  motor  c l u b s ,  and t h e  s t a t u t e s  o f  Colorado do n o t  r e q u i r e  
s u c h  t r a v e l  o r g a n i z a t i o n s  t o  have a c a p i t a l  s t r u c t u r e ,  it i s  p o s s i b l e  



f o r  t h e  promoters  t o  c o l l e c t  money f o r  p u r p o r t e d  b e n e f i t s  and move 
t o  a n o t h e r  s t a t e  w i t h  impuni ty ,  w i t h  l i t t l e  r i s k  of b e i n  S appre -
hended by Colorado a u t h o r i t i e s ,  P r e s e n t l y ,  t h e  o n l y  r e a  r e c o u r s e  
f o r  an  i n d i v i d u a l  who h a s  been  s u b j e c t  t o  t h e  o p e r a t i o n s  of unscrup-
u l o u s  p romote r s  i n  t h e  a r e a s  of motor  c l u b s  and t r a v e l  promotion 
o r g a n i z a t i o n s  i s  t o  b r i n g  s u i t  a g a i n s t  t h e  i n d i v i d u a l s  f o r  c o l l e c t i o n  
of  t h e  b e n e f i t s  promised,  Such s u i t s ,  of  c o u r s e ,  a r e  i n f r e q u e n t l y  
pursued due  t o  t h e  expense  o f  a d j u d i c a t i o n  and t h e  d i f f i c u l t y  of 
f i n d i n g  t h e  promoters  once t h e y  have l e f t  Colorado.  

The i n s u r a n c e  depar tment  h a s  a t t e m p t e d  t o  r e g u l a t e  some a s -  
~ e c t sof  t h e  o ~ e r a t i o n s  of  motor  c l u b s  i n  Colorado on t h e  b a s i s  of a 
May, 1960, o p i n i o n  r e n d e r e d  by t h e  Colorado A t t o r n e y  Genera l .  Tha t  
o p i n i o n  h e l d  t h a t  l e g a l  p r o t e c t i o n  p r o v i s i o n s  c o n s t i t u t e  d o i n g  a n  
i n s u r a n c e  b u s i n e s s  i n  Colorado and,  t h e r e f o r e ,  a r e  s u b j e c t  t o  t h e  
j u r i s d i c t i o n  of t h e  i n s u r a n c e  depar tment .  On t h e  b a s i s  of t h e  
At to rney  G e n e r a l ' s  o p i n i o n ,  t h e  i n s u r a n c e  depar tment  h a s  ana lyzed  t h e  
c l u b  membership c o n t r a c t s  which have been s o l d  i n  Colorado and h a s  
de te rmined  t h a t  a  number o f  t h e s e  c o n t r a c t s  do c o n t a i n  some of t h e  
s p e c i f i c  i n s u r a n c e  p r o v i s i o n s .  Cease  and d e s i s t  o r d e r s  have been 
i s s u e d  t o  t h o s e  o r g a n i z a t i o n s  which i n c l u d e  i n s u r a n c e  p r o v i s i o n s  i n  
t h e i r  membership c e r t i f i c a t e s  and t h e s e  o r g a n i z a t i o n s  have been 
d i r e c t e d  e i t h e r  t o  q u a l i f y  a s  i n s u r a n c e  companies,  t o  remove t h e  
i n s u r a n c e  p r o v i s i o n s  from t h e i r  c o n t r a c t s ,  o r  t o  have t h e  i n s u r a n c e  
coverage  p rov ided  by a l i c e n s e d  i n s u r a n c e  company, However, o t h e r  
non- insurance  s e r v i c e s  o f f e r e d  by motor  c l u b s  a r e  n o t  s u b j e c t  t o  t h e  
r e g u l a t i o n  of any s t a t e  agency,  Examples of t h e s e  b e n e f i t s  i n c l u d e  
l l thef t reward s e r v i c e "  and " t o u r i n g  s e r v i c e .  " 

The Committee on F i n a n c i a l  I n s t i t u t i o n s  h a s  g i v e n  c o n s i d e r a -  

t i o n  t o  l e g i s l a t i o n  t o  r e g u l a t e  t h e s e  o r g a n i z a t i o n s  and has  recom-

mended enactment  of  a b i l l  p r e p a r e d  by t h e  i n s u r a n c e  depar tment  a s  a  

means of p r e v e n t i n g  a b u s e s  i n  t h e  t r a v e l  promotion and motor c l u b  

i n d u s t r y .  I n c l u d e d  i n  t h e  b i l l  a r e  s p e c i f i c  d e f i n i t i o n s  of  t h e  f o l -  

lowing t y p e s  of  s e r v i c e s  and b e n e f i t s  o f f e r e d  by motor  c l u b s ,  a s s o c i - 

a t i o n s ,  o r  motor  t r a v e l  o r g a n i z a t i o n s :  b a i l  bond s e r v i c e ,  emergency 

road  s e r v i c e ,  f i n a n c i n g  s e r v i c e ,  l i a b i l i t y  i n s u r a n c e  s e r v i c e ,  l e g a l  

reimbursement  s e r v i c e ,  map s e r v i c e ,  t h e f t  o r  reward s e r v i c e ,  t o u r i n g  

s e r v i c e ,  towing s e r v i c e ,  t r a v e l  s e r v i c e ,  and p e r s o n a l  a c c i d e n t  

i n s u r a n c e  s e r v i c e .  


The b i l l  p r o v i d e s  f o r  t h e  l i c e n s i n g  by t h e  i n s u r a n c e  commis- 
s i o n e r  o f  p e r s o n s  engaged i n  t h e  o p e r a t i o n s  of a  t r a v e l  o r g a n i z a t i o n  
i n  Colorado.  An o f f i c i a l  of  t h e  Rocky Mountain Motor Club (AAA) 
p o i n t e d  o u t  t h a t  t h e  l i c e n s i n g  p r o v i s i o n ,  w i t h  a  $100 a n n u a l  f e e  
r e q u i r e m e n t ,  and t h e  r e q u i r e m e n t  f o r  f i n a n c i a l  s t a n d a r d s ,  would h e l p  
p r e v e n t  unsc rupu lous  t r a v e l  c l u b  promoters  f rom o p e r a t i n g  i n  Colorado.  
It was no ted  t h a t  p e r i o d s  of economic r e c e s s i o n ,  f o r  example, have 
b rough t  a b o u t  i n c r e a s e d  a c t i v i t y  i n  t h i s  a r e a ,  s i n c e  some promote r s ,  
who might  o t h e r w i s e  be  unemployed, e n t e r  t h e  f i e l d  by s o l i c i t i n g  
f u n d s  f rom t h e  p u b l i c  i n  a  f r a u d u l e n t  manner a t  l i t t l e  f i n a n c i a l  o r  
l e g a l  r i s k  t o  themse lves .  



P r o v i s i o n  i s  inc luded  i n  t h e  b i l l  r e q u i r i n g  t h e  a p p l i c a n t  f o r  
a l i c e n s e  t o  p l a c e  $100,000 on d e p o s i t  w i t h  t h e  i n su rance  commis- 
s i o n e r ,  e i t h e r  i n  c a s h  o r  i n  t h e  form of approved s e c u r i t i e s .  Exemp-
t e d  from t h e  gua ran ty  fund requ i rement ,  however, would be c o r p o r a t i o n s  
o rgan i zed  under  Colorado laws and having a  n e t  wor th  l o c a t e d  i n  t h i s  
s t a t e  o f  no t  l e s s  t h a n  $100,000. Such o r g a n i z a t i o n s  would be con-
s i d e r e d  t o  be  e s t a b l i s h e d  i n  Colorado and, t h e r e f o r e ,  would no t  be 
s u b j e c t  t o  sudden o r  unexpected moves from t h e  s t a t e .  

F l i g h t  from t h e  s t a t e  i s  one of  t h e  means by which d i s h o n e s t  
promoters  of  t r a v e l  promotion o r g a n i z a t i o n s  and motor c l u b s  avoid  
apprehens ion  a f t e r  s e l l i n g  w o r t h l e s s  c e r t i f i c a t e s  of membership. To 
d e a l  w i t h  t h i s  problem, t h e  committee has  recommended t h a t  t h e  
v i o l a t i o n  and p e n a l t y  p r o v i s i o n s  of t h e  b i l l  make v i o l a t i o n  of t h e  
a c t  a f e l o n y  r a t h e r  t h a n  a misdemeanor. It i s  sugges ted  t h a t  making 
v i o l a t i o n s  of t h e  a c t  a  major  r a t h e r  t han  a minor o f f e n s e  would h e l p  
avoid  any q u e s t i o n s  of e x t r a d i t i o n  which might o t h e r w i s e  a r i s e .  It 
was a l s o  recommended t h a t  v i o l a t i o n  of t h e  a c t  should  be f u r t h e r  
d e f i n e d  a s  " w i l l f u l  i n t e n t  t o  de f raud t1  i n  o r d e r  t o  a l l e v i a t e  t h e  pos- 
s i b i l i t y  of p r o s e c u t i o n  r e s u l t i n g  from hones t  e r r o r s  on t h e  p a r t  of 
a t r a v e l  c l u b ' s  o f f i c e r s  o r  employees. 

T i t l e  I n su rance  S t a t u t e s  

Colorado s t a t u t e s  p r e s e n t l y  g rov ide  f o r  t h e  r e g u l a t i o n  of 
domest ic  t i t l e  i n s u r a n c e  companies by t h e  s t a t e  banking depar tment ,  
wh i l e  f o r e i g n  t i t l e  i n s u r a n c e  companies a r e  s u p e r v i s e d  by t h e  i n s u r -  
ance  depar tment .  I n  a d d i t i o n  t o  i n c o n s i s t e n c i e s  which r e s u l t  from 
two d i f f e r e n t  s e t s  of s t a t u t e s  cove r ing  e lements  of t h e  same i n d u s t r y ,  
t h e  e x t e n t  of r e g u l a t o r y  a u t h o r i t y  e x e r c i s e d  by t h e  two depar tments  
was no t  cons ide red  adequa te  by t h e  Committee on F i n a n c i a l  I n s t i t u t i o n s ,  
t i o n s .  A number of  p r o v i s i o n s  of t h e  p r e s e n t  s t a t u t e s  may be c i t e d  
t o  i l l u s t r a t e  t h e  i n c o n s i s t e n c i e s  and shor tcomings  of t h e  p r e s e n t  
s t a t u t e s  i n  t h e  a r e a  of  t i t l e  i n su rance :  

( 1 )  There  i s  no f i l i n g  o r  rev iew of  p o l i c y  forms o r  r a t e  
s chedu le s  o f  domest ic  t i t l e  i n su rance  companies a l t hough  f o r e i g n  
companies a r e  r e q u i r e d  t o  f i l e  t h e i r  r a t e s  and p o l i c y  forms w i t h  t h e  
i n s u r a n c e  depar tment .  Domestic companies may o f f e r  r e b a t e s  o r  c u t  
t h e i r  r a t e s ,  b u t  f o r e i g n  companies may n o t  engage i n  t h e s e  p r a c t i c e s .  

( 2 )  There  i s  no examinat ion o r  l i c e n s i n g  requ i rement  f o r  
a g e n t s  of  domest ic  companies. Examinations f o r  f o r e i g n  company 
a g e n t s  a r e  conducted by t h e  i n s u r a n c e  depar tment  under  t h e  c a s u a l t y  
i n su rance  a r t i c l e  i n  l i e u  of s p e c i f i c  a u t h o r i t y  t o  examine f o r  t i t l e  
i n s u r a n c e  unde rwr i t i ng .  

(3) The major  c o n t r o l  which t h e  bank-Sng depar tment  has  o v e r  
domest ic  t i t l e  i n s u r a n c e  companies i s  a check on t h e i r  r e s e r v e  funds  
which a r e  t o  be  i nves tmen t s  i n  f i r s t  mortgages o r  o t h e r  approved 
t y p e s  of s e c u r i t i e s .  



( 4 )  Because of  t h e  l a c k  of  more a p p r o p r i a t e  s t a t u t o r y  p rov i -  
s i o n s ,  f o r e i g n  t i t l e  i n s u r a n c e  companies a r e  l i c e n s e d  and r e g u l a t e d  
a s  c a s u a l t y  i n s u r a n c e  companies even though t h e  c a s u a l t y  a r t i c l e  i s  
n o t  d e s i g n e d  f o r  r e g u l a t i o n  i n  t h i s  a r e a .  

Some r e v i e w  o f  a number o f  t h e  unusua l  a t t r i b u t e s  of t i t l e  
i n s u r a n c e ,  p a r t i c u l a r l y  t h e  f e a t u r e s  of  t h i s  t y p e  o f  i n s u r a n c e  which 
d i f f e r e n t i a t e  it from o t h e r  l i n e s  of  i n s u r a n c e ,  may be a d v i s a b l e  
b e f o r e  r e v i e w i n g  t h e  commi t t ee1s  d e c i s i o n s .  It might  be  e x p l a i n e d  
t h a t  t i t l e  i n s u r a n c e  i s  

i n s u r a n c e  a g a i n s t  l o s s  o r  damage r e s u l t i n g  from 
d e f e c t s  o r  f a i l u r e  o f  t i t l e  t o  a  p a r t i c u l a r  par -  
c e l  of  r e a l t y ,  o r  from t h e  enforcement  of l i e n s  
e x i s t i n g  a g a i n s t  it a t  t h e  t i m e  o f  t h e  i n s u r a n c e .  

T i t l e  i n s u r a n c e  h a s  been d e s c r i b e d  a s  a n  e v o l u t i o n a r y  s t e p  from 
t h e  a b s t r a c t  sys tem o f  p r o t e c t i n g  p r o p e r t y  w i t h  a n  e v i d e n c e  of  t i t l e .  
A p u r c h a s e r  of p r o p e r t y  o r  a  p e r s o n  l o a n i n g  money on a  mortgage i s  
prov ided ,  f o r  a  s i n g l e  f e e ,  w i t h  i n s u r a n c e  a g a i n s t  c o n t i n g e n c i e s  
such  a s  t i t l e  f r a u d  and m i s t a k e n  e n t r i e s  which w a r r a n t s  t h e  v a l i d i t y  
of  t h e  t i t l e  i n  any and a l l  e v e n t s .  The t r a d i t i o n a l  p r o f e s s i o n a l  
s e r v i c e s  of a n  a b s t r a c t e r  o r  t i t l e  examiner  have an  a d d i t i o n a l  e l ement  
of i n s u r a n c e  c o v e r a g e  a g a i n s t  t h e  i n v a l i d i t y  of  t h e  t i t l e .  I n  e f f e c t ,  
t h e  e lement  of i n s u r a n c e  c o v e r a g e  would r e p l a c e  t h e  bond h e l d  f o r  
a b s t r a c t e r s  f o r  t h e  payment of damages t h a t  may be  s u s t a i n e d  by o r  
a c c r u e  t o  a p e r s o n  hav ing  a  c a u s e  o f  a c t i o n  a s  a  r e s u l t  of  a n  e r r o r ,  
d e f i c i e n c y ,  o r  m i s t a k e  i n  a n  a b s t r a c t  i s s u e d  by a l i c e n s e d  a b s t r a c -  
t e r .  

Because of  t h e  n a t u r e  o f  t h e  r i s k  assumed, t h e  t i t l e  i n s u r a n c e  
i n d u s t r y  e x p l a i n e d  t h a t  it would be  d i f f i c u l t  f o r  t i t l e  companies t o  
have c o m p e t i t i o n  i n  t h e i r  r a t e s .  Unl ike  o t h e r  l i n e s  of i n s u r a n c e ,  
r a t e s  f o r  t i t l e  i n s u r a n c e  a r e  n o t  based on a  d e g r e e  of  chance by 
which t h e  r a t e  c a n  be  computed on a n  a c t u a r i a l  b a s i s .  T i t l e  i n s u r a n c e  
i s  w r i t t e n  on t h e  b a s i s  of a n  o p i n i o n  t h a t  t h e  t i t l e  i s  v a l i d ,  s o  
t h e  r i s k  on t h e  p a r t  of  t h e  company i s  removed, h o p e f u l l y ,  b e f o r e  
t h e  p o l i c y  i s  w r i t t e n .  F o r  t h i s  r e a s o n ,  t i t l e  i n s u r a n c e  companies 
g e n e r a l l y  would have  lower  p e r c e n t a g e s  of  l o s s e s  and a  h i g h e r  expense  
r a t i o  t h a n  o t h e r  t y p e s  of  i n s u r a n c e  companies.  

O t h e r  f a c t o r s  s a i d  t o  i n f l u e n c e  r a t e  c o m p e t i t i o n  i n  t h i s  l i n e  
of i n s u r a n c e  i n c l u d e d  t h e  r e l a t i v e l y  l i m i t e d  market  of  t h e  b u s i n e s s  
which r e s t r i c t s  t h i s  u n d e r w r i t i n g  t o  c o m p a r a t i v e l y  f e w  companies.  
I t  was r e p o r t e d  t h a t  s i x  companies a r e  w r i t i n g  t i t l e  i n s u r a n c e  i n  t h e  
Denver a r e a  and t h e s e  companies a r e  competing on t h e  b a s i s  of t h e i r  
q u a l i t y  of u n d e r w r i t i n g  and s e r v i c e  o f f e r e d  r a t h e r  t h a n  on r a t e s .  
The p o l i c i e s  of  a l l  companies must be  s u b s t a n t i a l l y  t h e  same a s  t h e y  
must be  a c c e p t a b l e  t o  f i n a n c i a l  i n s t i t u t i o n s  t h r o u g h o u t  t h e  n a t i o n  
which p r o v i d e  t h e  f u n d s  f o r  l o c a l  mortgage l e n d i n g  i n s t i t u t i o n s .  
F e d e r a l  r e q u i r e m e n t s  f o r  V e t e r a n s 1  A d m i n i s t r a t i o n  and F e d e r a l  Housing 
A d m i n i s t r a t i o n  l o a n s  a l s o  r e q u i r e  s t a n d a r d i z a t i o n  of t i t l e  i n s u r a n c e  
p o l i c i e s .  



The b i l l  which has  been presen ted  t o  t h e  Committee on Finan- 
c i a l  I n s t i t u t i o n s  would p r o v i d e - a u t h o r i t y  f o r  t h e  insurance  depa r t -  
ment t o  supe rv i se  t h e  e n t i r e  t i t l e  insurance  indus t ry .  Examples of 
t h e  supe rv i s ion  provided by t h e  b i l l  i nc lude  many f e a t u r e s  of 
gene ra l  insurance  law such a s  t h e  f i l i n g  of r a t e s  based on Colorado, 
exper ience ;  t h e  e s t a b l i s h i n g  of f i n a n c i a l  requirements  a p p r o p r i a t e  
f o r  t h i s  l i n e  of insurance ;  a p r o h i b i t i o n  of t i t l e  insurance  comp- 
a n i e s  w r i t i n g  o t h e r  l i n e s  of insurance  and a l s o  a  p r o h i b i t i o n  a  a i n s t  
o t h e r  kinds  of i n su rance  companies t r a n s a c t i n g  t i t l e  insurance  %usi-  
ness ;  t h e  e s t a b l i s h i n g  of r e  ui rements  f o r  r e s e r v e s ;  approval  of 
po l i cy  forms3 examination an 9 l i c e n s i n g  of a e n t s ,  w i t h  an exemption 
t o  be made f o r  a t t o rneys -a t - l aw  who a r e  work 7ng i n  t h e  a r ea  of t i t l e  
insurance ;  and a p p r o p r i a t e  supe rv i so ry  a u t h o r i t y  f o r  t h e  insurance  
department ove r  r a t e  d e v i a t i o n s ,  r e b a t e s ,  p o l i c y  forms,  and t h e  
examination of records .  

The Committee on F i n a n c i a l  I n s t i t u t i o n s  i s  i n  t h e  p o s i t i o n  i n  
regard  t o  t h i s  l e g i s l a t i o n  of on ly  making no te  of t h e  i s s u e  and i t s  
g e n e r a l  f i n d i n g  t h a t  some l e  i s l a t i o n  i n  t h e  a r e a  of t i t l e  insurance  
seems a p p r o p r i a t e  f o r  c l a r i f  7c a t i o n  of t h e  p re sen t  s i t u a t i o n .  I n  
t h i s  connec t ion ,  t h e  b i l l  o u t l i n e d  t o  t h e  committee was presented
t o o  l a t e  i n  t h e  committee1s d e l i b e r a t i o n s  f o r  t h e  necessary amount of 
c o n s i d e r a t i o n  t o  be g iven  t o  t h e  l e g i s l a t i o n .  For t h i s  reason ,  it 
seemed i n a d v i s a b l e  f o r  t h e  committee t o  submit e i t h e r  a  p o s i t i v e  o r  
nega t ive  recommendation of t h e  b i l l  t o  t h e  1967 General  Assembly. A 
copy of t h e  b i l l ,  which has  been prepared f o r  i n t r o d u c t i o n  i n  t h e  
1967 s e s s i o n ,  i s  conta ined  i n  t h e  Appendix t o  t h i s  r e p o r t .  

Insurance  Sold by Mortqaqe Lenders 

During i t s  d e l i b e r a t i o n s ,  t h e  committee ave c o n s i d e r a t i o n  t o  
l e g i s l a t i o n  t o  cover  a  p o t e n t i a l  problem a rea  o9 insurance  being s o l d  
through t h e  mortgage l end ing  indus t ry .  The b i l l  under d i s c u s s i o n  
(s.B. 174, 1963 s e s s i o n )  would have two p r i n c i p a l  purposes. F i r s t ,  
it would p r o h i b i t  mortgage l e n d e r s  from r e q u i r i n g  a  borrower t o  
purchase insurance  on t h e  mortgaged proper ty  from t h e  mortgage lend- 
e r ,  o r  from an in su rance  a  e n t ,  b roker ,  o r  company des igna ted  by t h e  
mortgage l e n d e r ,  a s  a  Pcond t i o n  precedent  t o  making, renewing, o r  
con t inu ing  t h e  loan.  Secondly, t h e  b i l l  would p r o h i b i t  a mortgage
l e n d e r  from r e f u s i n g  t o  e s t a b l i s h  o r  t o  main ta in  an insurance  premi- 
um escrow account  s o l e l y  because t h e  borrower purchases  hazard 
insurance  w r i t t e n  o r  s o l d  by an agen t  o r  b roker  o t h e r  than  t h e  lend- 
e r ,  o r  does no t  purchase coverage through an agen t  o r  b roker  desig-  
nated by t h e  l ende r .  

The major problem which t h e  b i l l  would a t t empt  t o  s o l v e  
concerns  complaints  t h a t  mortgage l e n d e r s  have, a t  t imes ,  r e fused  
t o  accep t  s u b s t i t u t e  i n su rance  p o l i c i e s  w r i t t e n  by o u t s i d e  a g e n t s  
f o r  coverage of mortgaged proper ty .  

Represen ta t ives  of t h e  mortgage lend ing  i n d u s t r y ,  t h e  Colo- 
rado I n s u r o r l  s Assoc i a t i on ,  Inc . ,  t h e  Savings and Loan League of 
Colorado,  and t h e  S t a t e  Department of Insurance w e r e  heard i n  regard  



t o  t h e  n e c e s s i t y  f o r  l e g i s l a t i o n  i n  t h i s  a r ea .  The committee was 
informed t h a t ,  i n  some c a s e s ,  some of t h e  s p e c i f i c  reasons  given by 
mortgage companies f o r  r e f u s i n g  t o  accept  s u b s t i t u t e  insurance 
p o l i c i e s  included s i t u a t i o n s  i n  which t h e  new po l i cy  was submitted 
a f t e r  t h e  e x p i r a t i o n  of t h e  o l d  insurance  po l i cy ,  t h a t  t h e  new pol icy  
was improperly w r i t t e n ,  o r  t h a t  t h e  po l i cy  provided inadequate  
coverage. 

It was t h e  b e l i e f  of t h e  insurance  commissioner t h a t  t h i s  
ma t t e r  should be a t tempted t o  be reso lved  by agreements between 
mortgage l e n d e r s  and borrowers wi thout  t h e  n e c e s s i t y  of l e g i s l a t i o n .  
A number of s t e p s  have a l r e a d y  been taken  by i n s u r e r s  and mortgage 
l e n d e r s ,  t h e  most no tab le  of which was t h e  adopt ion  i n  1961 of a 
NUniform Insurance P r a c t i c e s  C ~ d e . ~  The Savings and Loan League of  
Colorado r epor t ed  t h a t  nea r ly  every  member of t h e  League and t h e  
Colorado I n s u r o r ' s  Assoc ia t ion  p r e s e n t l y  subsc r ibe  t o  t h i s  Code 
which o u t l i n e s  t h e  r i g h t s  and d u t i e s  of t h e  s u b s c r i b e r s  i n  t h e  i n t e r -  
e s t  of s t a n d a r d i z a t i o n  and uni formi ty  of mortgage insurance  inc luding  
t h e  fo l lowing  r e l a t i v e  t o  t h e  r i g h t s  o f  borrowers: 

I t  is  understood and agreed t h a t  t h  A l e n d e r s  w i l l  
no t  r e f u s e  t o  make a  l oan  o r  d i s c r i m i n a t e  i n  t h e  
terms o r  c o n d i t i o n s  of any loan  o r  i n  t h e  a p p l i -  
c a t i o n  of any uniform procedure adopted by t h e  
l e n d e r  because t h e  borrower w i l l  n o t  purchase o r  
accep t  hazard insurance  placed o r  w r i t t e n  by t h e  
l ende r .  

The o t h e r  p rov i s ions  of t h e  Code s t a t e  t h e  r i g h t s  of t h e  
l e n d e r s  wi th  r e s p e c t  t o  t h e  types  and c o n d i t i o n s  of insurance  po l i -  
c i e s  which must be met before  a l e n d e r  i s  o b l i g a t e d  t o  accept  
s u b s t i t u t e  p o l i c i e s ,  e i t h e r  i n i t i a l l y ,  a t  a  renewal d a t e  of t h e  
po l i cy ,  o r  a t  some p o i n t  i n  t h e  term of  t h e  loan.  However, t h e  lend- 
e r  i s  o b l i g a t e d  n o t  t o  s o l i c i t  bus ines s  i f  ano the r  po l i cy  i s  w r i t t e n  
by t h e  same o u t s i d e  agen t  and submit ted t o  t h e  l e n d e r  e i t h e r  a s  a  
s u b s t i t u t e  f o r  an e x i s t i n g  o u t s i d e  p o l i c y  o r  a s  a  s u b s t i t u t e  a t  t h e  
t ime of renewal. The l e n d e r  may s o l i c i t  bus ines s  a t  t h e  t ime of t h e  
s u b s t i t u t e  p o l i c y ' s  e x p i r a t i o n  o r  ann ive r sa ry  d a t e .  Wri t ten author-  
i z a t i o n  by t h e  l e n d e r  i s  r e q u i r e d ,  however, i n  c a s e s  where an o u t s i d e  
po l i cy  i s  submit ted by a  d i f f e r e n t  o u t s i d e  agent  a s  a  s u b s t i t u t e  f o r  ' 
an e x i s t i n g  o u t s i d e  po l icy .  

The Code a l s o  provides  f o r  t h e  es tab l i shment  of a  Grievance 
Committee, c o n s i s t i n g  of one member from each of t h e  subsc r ib ing  
groups,  t h e  purpose of which i s  t o  work o u t  s a t i s f a c t o r y  s o l u t i o n s  
t o  t h e  complaints  submit ted.  It was r epor t ed  t h a t  i n  t h e  l a s t  two 
y e a r s  on ly  s i x  complaints  have been submitted t o  t h e  committee and 
each of t h e s e  has been s a t i s f a c t o r i l y  reso lved  f o r  t h e  p a r t i e s  in -  
volved. The Colorado I n s u r o r ' s  Assoc ia t ion  s t a t e d  t h a t  they  have 
been s a t i s f i e d  wi th  t h e  way t h e  Code has  worked s i n c e  it was agreed 
t o  i n  1961. 

R e l a t i v e  t o  e x i s t i n g  a u t h o r i t y  of  t h e  insurance  department t o  
a s s u r e  t h e  r i g h t  of borrowers t o  choose hazard insurance  on mortgaged 



proper ty ,  r e f e r e n c e  was made t o  C.R.S. 72-14-9 ( cove r in  u n f a i r  andP
decep t ive  a c t s  not  de f ined  i n  t h e  s t a t u t e s )  and t o  S e c t  on B of 
Insurance Department B u l l e t i n  No. 31 i ssued  by t h e  insurance depar t -  
ment on September 1, 1958. 

The n e t  e f f e c t  of t h e  Code of E t h i c s  and t h e  a d m i n i s t r a t i v e  
supe rv i s ion  of t h e  insurance  department was deemed by t h e  Committee 
on F inanc ia l  I n s t i t u t i o n s  t o  be s u f f i c i e n t  i n  prevent ing mortgage 
l e n d e r s  from r e f u s i n g  e i t h e r  t o  e s t a b l i s h  escrow premium accounts  f o r  
o u t s i d e  agen t s  o r  t o  accep t  o u t s i d e  insurance p o l i c i e s  submitted by 
borrowers. 

p e q u l a t i o n  of Unfa i r  and Deceptive Acts i n  S e l l i n q  Insurance 

It was r epo r t ed  t o  t h e  committee t h a t ,  a t  times, some insurance 
agents  and companies doing bus ines s  i n  Colorado have a t tempted t o  s e l l  
l i f e  insurance  by us ing  s t a t emen t s  t o  t h e  e f f e c t  t h a t  t h e  purchaser  
would o b t a i n  c e r t a i n  s tock  b e n e f i t s  i n  t h e  insurance  company providing 
t h e  insurance.  Sometimes persons  may be l e d  t o  b e l i e v e  t h a t  they  can 
r e a l i z e  l a r g e  f i n a n c i a l  g a i n s  a s  a  s tockholder  horn t h i s  t ype  of 
s tock  o f f e r i n g  through f a l s e  o r  mis1eading .s ta tements  by insurance 
agents .  The committee gave cons ide ra t ion  t o  t h e  n e c e s s i t y  of f u r t h e r  
l e g i s l a t i o n  i n  t h i s  a r e a ,  inc lud ing  t h e  p o s s i b l e  a d d i t i o n  of a 
s p e c i f i c  s t a t u t o r y  p r o h i b i t i o n  a g a i n s t  t h i s  a c t i v i t y .  

The committee found however, t h a t  t h e  insurance  department i s  
e x e r c i s i n g  adequate  a u t h o r i t y  t o  p revent  t h i s  p r a c t i c e  from occur r ing .  
B u l l e t i n  No. 44 from t h e  department,  i s sued  May 19 ,  1965, d e f i n e s  
v a r i o u s  a c t s  and p r a c t i c e s  which a r e  c o n t r a r y  t o  t h e  pub l i c  i n t e r e s t  
and which would c o n s t i t u t e  a  v i o l a t i o n  of t h e  insurance  code, includ-
ing  C.R.S. 72-1-31 and a l l  of Ar t i c l e  14,  Chapter  72,  which p e r t a i n s  
t o  u n f a i r  methods of compet i t ion.  



REGULATORY AUTHORITY OF THE STATE 
BANKING DEPARTMENT 

Five a r e a s  of r e g u l a t o r y  a c t i v i t y  under t h e  su e r v i s i o n  of t h e  
s t a t e  banking department r ep resen t  f i v e  d i f f e r e n t  pro 1lemst 

( 1 )  Commercial bank s t a t u t e s  provide i n  genera l ,  adequate 
r egu la to ry  c o n t r o l  bu t  a r e  conridered t o  be In  need of modernization, 

( 2 )  Regulator  a u t h o r i t y  of domestic t i t l e  insurance compan- 
i e s ,  a s  discussed i n  1he s e c t i o n  pe r t a in ing  t o  t h e  r egu la t ion  of 
insurance companies, i s  misplaced a s  a  r e s p o n s i b i l i t y  of t h e  banking 
department, domestic t i t l e  insurance companies a r e  r egu la t ed  a a  
casua l ty  companies by t h e  insurance department, and n e i t h e r  domestic 
n o r  fo re ign  t i t l e  insurance companies a r e  provided s u i t a b l e  regula tory  
superv is ion  by t h e  s t a t e .  

(3) C r e d i t  union s t a t u t e s  a r e  i n  need of modernization and 
a t i g h t e n i n g  of superv isory  c o n t r o l  by t h e  banking department. 

(4 )  The s o l i c i t a t i o n  o r  acceptance. of funds from t h e  publ ic  
by t h e  consumer f inance  i n d u s t r y  is  not  now e f f e c t i v e l y  r egu la t ed  nor  
supervised under t h e  laws of t h i s  s t a t e .  .. 

( 5 )  Trus t  companies may be organized under one of two a r t i -  
c l e s  of t h e  Colorado s t a t u t e s ,  n e i t h e r  of which provides  e f f e c t i v e  
supervisory a u t h o r i t y  by t h e  s t a t e  banking department. 

I n  cons ider ing  t h e  r e s p o n s i b i l i t i e s  of t h e  banking department, 
it i s  important t o  no te  t h e  r o l e  of t h e  s t a t e  banking board, C . R , S .  
14-2-2 provides  f o r  t h e  es tab l i shment  of t h e  banking board cons i s t -  
ing of s i x  members who a r e  appointed by t h e  Governor, p lus  t h e  bank 
commissioner, a c l a s s i f i e d  c i v i l  s e r v i c e  employee who serves  a s  t h e  
chairman of t h e  board. Four of t h e  board members a r e  t o  be experi -  
enced, a c t i v e  bankers,  and two members a r e  t o  be nonbankers know- 
ledgeable  i n  indus t ry ,  a g r i c u l t u r e ,  and mining. Other s t a t u t o r y  
requirements f o r  board membership inc lude  t h a t  no t  more than  one 
banker member of t h e  board i s  t o  be appointed from one congress iona l  
d i s t r i c t  and not  more than  two banker members a r e  t o  be from t h e  same 
major p o l i t i c a l  par ty .  The two nonbanker members a l s o  a r e  t o  be 
from d i f f e r e n t  congress iona l  d i s t r i c t s  and d i f f e r e n t  p o l i t i c a l  
t i e s ,  No board member is  t o  have a n  i n t e r e s t  i n  a bank i n  whic Ear-
another  member of t h e  board has an i n t e r e s t .  Board members, o t h e r  
than t h e  bank commissioner, must be approved by t h e  Senate ,  and 
board members s e r v e  s ix-year  terms which a r e  s taggered  t o  provide 
t h a t  t h e  terms of two board members l apse  every two years .  The 
powers of t h e  board a r e  l i m i t e d  t o  i s s u e s  concerning t h e  banking 
code, even though t h e  banking depar tment 's  r egu la to ry  a u t h o r i t y  en- 
compasses many o t h e r  types  of f i n a n c i a l  i n s t i t u t i o n s .  



Commercial Bank S t a t u t e s  

The s t a t e  banking department i s  r equ i r ed  by s t a t u t e  t o  examine 
each bank a t  l e a s t  twice  each c a l e n d a r  y e a r  o r  a s  o f t e n  a s  advisab le .  
In  l i e u  of one examination,  t h e  bank commissioner may accep t  t h e  
examination made by t h e  Federa l  Deposit  Insurance Corporat ion o r  by 
t h e  Board of Governors of t h e  Federa l  Reserve System. The depar t -  
ment makes one examination each y e a r  and one j o i n t  examination i s  
made wi th  examiners of t h e  Federa l  Deposi t  Insurance Corporat ion o r  
t h e  Federa l  Reserve Bank i n  i n s t a n c e s  i n  which t h e  bank i s  a  member 
of t h e  Federa l  Reserve System. These examinat ions  a r e  made a t  i r r egu -
l a r  i n t e r v a l s  on a  s u r p r i s e  b a s i s .  

I n  a d d i t i o n  t o  t h e s e  r e g u l a r  examinations,  a l l  s t a t e  banks 
a r e  r equ i r ed  t o  f i l e  f o u r  r e p o r t s  each y e a r  wi th  s t a t e  and f e d e r a l  
superv isory  a u t h o r i t i e s .  These r e p o r t s  a r e  submit ted on forms sup- 
p l i e d  by t h e  supe rv i so ry  a u t h o r i t i e s ,  and e x h i b i t ,  i n  d e t a i l ,  t h e  
t o t a l  a s s e t s  and l i a b i l i t i e s  of t h e  bank a t  t h e  c l o s e  of bus iness  on 
t h e  day s p e c i f i e d  by t h e  supe rv i so ry  a u t h o r i t i e s .  Each bank i s  re-
qui red  t o  f i l e  an annual  r e p o r t  r e f l e c t i n g  the . income and expenses 
and d iv idends  paid  f o r  t h e  p a s t  yea r .  Progress  r e p o r t s  a l s o  a r e  
reques ted  from banks which a r e  i n  need of  c l o s e r  superv is ion .  

I n  o t h e r  c a s e s ,  r e p r e s e n t a t i v e s  of t h e  banking department,  
members of t h e  s t a t e  banking board,  and r e p r e s e n t a t i v e s  of t h e  
Federa l  Deposit  Insurance Corpora t ion  o r  t h e  Federa l  Reserve System 
have met w i th  t h e  o f f i c e r s  and d i r e c t o r s  of problem banks t o  o b t a i n  
t h e  d e s i r e d  changes necessary  t o  e l i m i n a t e  t h e  problems. Some banks 
have been placed on a  s p e c i a l  l is t  and a r e  examined more f r e q u e n t l y ,  
e i t h e r  by banking department o r  by f e d e r a l  a u t h o r i t i e s .  The banking 
department has  encouraged banks t o  have independent a u d i t s  made by 
c e r t i f i e d  publ ic  accountan ts  t o  v e r i f y  d e p o s i t  and loan  accounts.  

I n  gene ra l ,  t h e  p re sen t  r e g u l a t o r y  a u t h o r i t y  provided under 
t h e  s t a t u t e s  i s  cons idered  adequate  by t h e  committee, wi th  t h e  
except ion  of a needed p rov i s ion  t o  p r o h i b i t  assumption of c o n t r o l  of 
a  bank by persons  who have been convic ted  of a  f e l o n y  o r  of f r aud .  
A number of o t h e r  recommendations c e n t e r  upon t h e  e l i m i n a t i o n  of some 
p rov i s ions  of t h e  banking code t h a t  a r e  now need le s s ly  r e s t r i c t i v e  o r  
a r e  obso le t e .  P a r t i c u l a r  emphasis has  been placed upon r e v i s i n g  t h e  
p r e s e n t l y  cumbersome procedures involved i n  t h e  c h a r t e r i n g  of s t a t e  
banks. The major s t a t u t o r y  changes recommended f o r  t h e  banking 
s t a t u t e s  a r e  d i scus sed  below: 

C.R.S. 14-3-2. Accounts and i n t e r e s t .  Recommended changes 
would remove t h e  r e f e r e n c e  t o  t h r e e  pe r  c e n t  maximum i n t e r e s t  r a t e  
on sav ings  and t ime  d e p o s i t s ,  i n  subsec t ion  ( 3 ) .  a p rov is ion  which 
appears  t o  be supe r f luous  i n  view of t h e  immediately fo l lowing  lan-  
guage empowering t h e  s t a t e  banking board t o  a u t h o r i z e  s t a t e  banks 
t o  pay a s  high an i n t e r e s t  r a t e  a s  n a t i o n a l  banks. This  change would 
remove t h e  p re sen t  r e f e r e n c e s  t o  t h e  i n t e r e s t  r a t e s  paid  by n a t i o n a l  
banks and would e s t a b l i s h  t h e  t e s t s  f o r  determining maximum i n t e r e s t  
r a t e s  a s  r a t e s  which a r e  "prudent and sound." A s  suggested by t h e  



committee, t h e  r e v i s e d  p rov i s ion  would a l low s t a t e  banks t o  be com-
p e t i t i v e  w i t h  n a t i o n a l  banks by t h e  banking board no t  be in  9 r e s t r i c -
t e d  merely t o  fo l lowing  t h e  l e a d  of n a t i o n a l  banks i n  set t  ng 
i n t e r e s t  r a t e s .  The Fede ra l  Reserve Act s p e c i f i e s  t h a t  t h e  r a t e  of 
i n t e r e s t  paid  by member banks on t ime o r  sav ings  d e p o s i t s  s h a l l  no t  
exceed, i n  any c a s e ,  t h e  a p p l i c a b l e  maximum r a t e  permit ted under t h e  
a c t  o r  t h e  maximum r a t e  au tho r i zed  by s t a t u t e s  i n  a  p a r t i c u l a r  s t a t e .  

Subsec t ions  ( 1 )  and (2)  of C.R.S. 14-3-2 have no t  been recom-
mended f o r  change. These subsec t ions  i nc lude  t h e  p r o h i b i t i o n  of t h e  
payment of i n t e r e s t ,  d i r e c t l y  o r  i n d i r e c t l y ,  on demand accounts  and 
t h e  a u t h o r i t y  of a bank 's  board of  d i r e c t o r s  t o  p r e s c r i b e  r e g u l a t i o n s  
concerning t h e  repayment of sav ings  d e p o s i t s .  

C.R.S. 14-6-2. Loans - persona l  - secured and unsecured. 
The p re sen t  s t a t u t o r y  l i m i t a t i o n  of $2.500 a s  t h e  amount which a  
bank'can l end  t o  i t s - o f f i c e r s  o r  employees was cons idered  by t h e  com- 
m i t t e e  a s  being an unneces sa r i l y  r e s t r i c t i v e  l i m i t a t i o n  i n  view of 
t h e  p r e s e n t  economic cond i t i ons .  

Under t h e  committee 's  recommendation f o r  C.R.S. 14-9-17 (2 )  
( b ) ,  each loan ,  advance, d i s coun t ,  o v e r d r a f t ,  and purchase o r  s a l e  of  
a s e c u r i t y  i n  excess  of ( a )  one p e r  c e n t  of a bank 's  ca i t a l  and 
s u r p l u s ,  o r  ( b )  ove r  $1,000, whichever i s  l a r g e r ,  o r  ( c7 each loan ,  
advance, d i s coun t  and o v e r d r a f t  which make t h e  t o t a l  o b l i g a t i o n  of 
one person exceed t h a t  amount i s  t o  be reviewed, a t  l e a s t  monthly, by 
t h e  bank 's  board of  d i r e c t o r s  o r  t h e  board ' s  execu t ive  committee. 
Th i s  p rov i s ion  was cons idered  t o  f u r n i s h  adequate  p r o t e c t i o n  which 
makes t h e  a d d i t i o n a l  language of t h e  subsec t ion  r e q u i r i n g  approval  
of t h e  board of d i r e c t o r s  of l oans  t o  bank o f f i c e r s  and employees 
unnecessary.  

C.R.S. 14-6-3. Loans - r e a l  e s t a t e  - s e c u r i t y .  Subsect ion 
(1) ( a )  ~ r e s e n t l v  l i m i t s  r e a l  e s t a t e  l o a n s  secured bv f i r s t  l i e n s  t o  . . . .  
i o a n s  upon qqimpr&vedqt nimprovednr e a l  e s t a t e  bu t  t h e  def  i n i t  ione  of 
o r  wunimprovedM prope r ty  appears  t o  be a  m a t t e r  of d i f f e r i n g  p o i n t s  
of view. Ques t ions  based on a r t i f i c i a l  o r  a r b i t r a r y  d i f f e r e n c e s  --
such a s  whether a  minimal development of  t h e  proper ty ,  e.g.,  a  load  
of g r a v e l  f o r  a  road,  would change t h e  proper ty  from an  unimproved t o  
t h e  improved c l a s s i f i c a t i o n  -- would be e l imina t ed  by t h e  amendment 
suggested by t h e  committee. It was r epo r t ed  t h a t  it has  been neces-
s a r y  f o r  persons  i n  Colorado t o  o b t a i n  l o a n s  on unimproved proper ty  
i n  t h i s  s t a t e  from banks i n  New York o r  from banks i n  o t h e r  s t a t e s  
which permit  t h i s  type  of loan.  

The suggested amendments i n d i c a t e d  i n  subsec t ion  (1) ( c )  of 
C.R.S. 14-6-3 would i n c r e a s e  t h e  percen tages  of app ra i sed  va lue  of 
r e a l  e s t a t e  t h a t  may be loaned f o r  f i v e  and t en -yea r  per iods .
Fede ra l  r e g u l a t i o n s ,  which apply  t o  s t a t e  banks under a  1965 amend- 
ment t o  subsec t ion  ( 2 )  of t h i s  s e c t i o n  (L. 1965, Ch. 94,  5 2).  have 
had t h e  e f f e c t  of nega t ing  t h e  p r e s e n t  60 p e r  c e n t  l i m i t a t i o n  on such 
l o a n s  of  up t o  t e n  y e a r ' s  d u r a t i o n .  



C.R.S. 14-9-6 t h r o u g h  14-9-9. Bank C h a r t e r i n s  P rocedures .  
The committee h a s  recommended t h a t  t h e  p r e s e n t  cumbersome procedure  
of  c h a r t e r i n g  a  s t a t e  bank be  s i m p l i f i e d '  by t h e  e l i m i n a t i o n  of  t h e  
" n o t i c e  o f  i n t e n t i o n w  which i s  now f i l e d  b e f o r e  an  a p p l i c a t i o n  f o r  a  
c h a r t e r  i s  f i l e d .  The a p p l i c a t i o n  f o r  a c h a r t e r  c o u l d  be used t o  
s e r v e  t h e  same purposes  t h a t  t h e  n o t i c e  o f  i n t e n t  h a s  s e r v e d  s i n c e  
t h e  i n f o r m a t i o n  r e q u i r e d  by b o t h  forms would b e  e s s e n t i a l l y  t h e  same. 
F i l i n g  a n  a p p l i c a t i o n  f o r  a  c h a r t e r ,  a s  t h e  f i r s t  s t e p  i n  c h a r t e r i n g  
a  bank,  would a l l o w  t h e  banking depar tment  t o  b e g i n  p r o c e s s i n g  t h e  
a p p l i c a t i o n  immedia te ly  i n s t e a d  o f  hav ing  t o  w a i t  30 d a y s  r e q u i r e d  
under  p r e s e n t  p rocedures .  The p rocedures  used i n  h o l d i n g  h e a r i n g s  
and i n  g r a n t i n g  o r  denying a  bank c h a r t e r  would n o t  be  changed under  
t h e  commit tee ' s  recommendation. 

A r e v i s e d  a p p l i c a t i o n  f e e  h a s  been sugges ted  t o  be  se t  a t  
$1,000, r a t h e r  t h a n  $500 under  p r e s e n t  C.R.S. 14-9-6, w i t h  $750 t o  be 
re funded  i f  t h e  a p p l i c a t i o n  i s  withdrawn b e f o r e  t h e  p u b l i c  h e a r i n g  on 
t h e  a p p l i c a t i o n .  No r e f u n d  i s  p r e s e n t l y  a v a i l a b l e  i f  a n  a p p l i c a t i o n  
i s  withdrawn. The banking depar tment  h a s  r e p o r t e d  t h a t  t h i s  f e e  
sys tem would be more r e a l i s t i c  t h a n  i s  provided under  t h e  p r e s e n t  law. 

A new s u b s e c t i o n  (3 )  i s  recommended f o r  C.R.S. 14-9-9, t h e  
s e c t i o n  which c o n t a i n s  t h e  p rocedures  f o r  making a p p l i c a t i o n  f o r  a  
c h a r t e r .  The new p r o v i s i o n  would o u t l i n e  t h e  d u t i e s  of  t h e  s t a t e  
bank commissioner  i n  n o t i f y i n g  i n t e r e s t e d  p a r t i e s  t h a t  a n  a p p l i c a t i o n  
f o r  a  new bank c h a r t e r  h a s  been r e c e i v e d .  The p rocedure  i n  t h e  new 
s u b s e c t i o n  would r e p l a c e  t h e  n o t i c e s  t o  i n t e r e s t e d  p a r t i e s  which a r e  
now mai led  a f t e r  r e c e i p t  of  t h e  n o t i c e  o f  a p p l i c a t i o n  t o  o r g a n i z e  a  
new bank. 

Another  amendment t o  C.R.S. 14-9-9 would p r o v i d e  t h a t  a n  a p p l i -  
c a t i o n  f o r  a  bank c h a r t e r  must be  made w i t h i n  s i x  months from t h e  
d a t e  of t h e  f i r s t  c o n t a c t  t o  s u b s c r i b e  f o r  s t o c k .  T h i s  p e r i o d  of time 
was c o n s i d e r e d  by t h e  committee t o  be a r e a s o n a b l e  p e r i o d  i n  which a  
proposed bank shou ld  b e  o r g a n i z e d .  

An amendment recommended f o r  C.R.S. 14-9-9 ( I )  ( c )  would 
a s s i s t  i n  t h e  d e t e c t i o n  of any u n d e s i r a b l e  c o n n e c t i o n s  between banks 
and h e l p  p r e v e n t  t h e  c o n t r o l  of banks from r e s i d i n g  w i t h  pe r sons  
who l e g a l l y  canno t  p o s s e s s  c o n t r o l  by r e q u i r i n g  i n f o r m a t i o n  on t h e  
amounts borrowed on s t o c k s  h e l d  by major  s t o c k h o l d e r s .  I n  t h e  recom-
mendations of t h e  Permanent Subcommittee on I n v e s t i g a t i o n s  o f  t h e  
Uni ted  S t a t e s  S e n a t e  Committee on Government O p e r a t i o n s  t h e  subcom- 
mittee noted  i t s  belief  " . . . t h a t  t h e  Br igh ton  (Colorado j  N a t i o n a l  
Bank c a s e  r e p r e s e n t s  most c l e a r l y  t h e  need f o r  t h e  i m p o s i t i o n  of  
s t r o n g  r e s t r i c t i o n s  upon t h e  borrowing of  f u n d s  f o r  o r g a n i z i n g  newly 
f e d e r a l l y  i n s u r e d  banks o r  purchas ing  e x i s t i n g  banks,  and t h a t  such  
r e s t r i c t i o n s  must i n c l u d e  c o n t r o l s  on t h e  u s e  of  bank s t o c k  a s  c o l -  
l a t e r a l  i n  such t r a n s a c t i o n s . "  The amendment t o  C.R.S. 14-9-9 ( 1 )  
( c )  would p rov ide  a d i s c l o s u r e  p r o v i s i o n  which would c o n t a i n  a t  l e a s t  
some of t h e  n e c e s s a r y  i n f o r m a t i o n  concern ing  a  new bank ' s  f i n a n c i a l  
c o n n e c t i o n s .  



A s  a n  a d d i t i o n a l  p r e c a u t i o n  a g a i n s t  u n d e s i r a b l e  e l ements  
e n t e r i n g  i n t o  t h e  banking f i e l d ,  t h e  committee h a s  recommended adop- 
t i o n  of a r equ i rement  o f  a p p r o v a l  by t h e  s t a t e  banking board o f  t h e  
assumpt ion  of  c o n t r o l  of  a bank by a pe r son ,  p e r s o n s ,  p a r t n e r s h i p ,  
c o r p o r a t i o n ,  o r  any combinat ion  of t h e  same, c o n t r o l l e d  by any person 
who has  been c o n v i c t e d  of  a f e l o n y  o r  o f  f r a u d  i n  t h i s  s t a t e  o r  i n  
any o t h e r  j u r i s d i c t i o n .  

C.R.S. 14-9-17. D i r e c t o r s  - meet inqs  - d u t i e s .  A sugges ted
amendment would i n c r e a s e  t h e  s i z e  of l o a n s  t h a t  do n o t  r e q u i r e  ap- 
p r o v a l  of a  bank ' s  board o f  d i r e c t o r s  o r  i t s  e x e c u t i v e  committee i n  
o r d e r  t o  p r o v i d e  t h a t  t h e  time of  t h e  board  be used i n  c a r e f u l l y  
checking t h e  l a r g e r  l o a n s  r a t h e r  t h a n  i n  spending time on some of  t h e  
s m a l l e r  l o a n s .  

An amendment f o r  s u b s e c t i o n  ( 4 )  of C.R.S. 14-9-17 i s  a l s o  
be ing  recommended by t h e  committee t o  r e q u i r e  t h e  check ing  of  t r u s t  
i n v e s t m e n t s  by t h e  bank ' s  board  of  d i r e c t o r s  a t  l e a s t  t w i c e  a  y e a r
i n s t e a d  of  once a  y e a r .  I f  such a  check canno t  be  made t w i c e  a  y e a r ,
it i s  t h e  t h i n k i n g  of  t h e  committee t h a t  t h e  bank should  n o t  engage 
i n  t h i s  t y p e  o f  accoun t .  

S o l i c i t a t i o n  of  Funds f rom t h e  P u b l i c  

A t  each  of i t s  mee t ings  t h e  committee devo ted  c o n s i d e r a b l e  
a t t e n t i o n  t o  a s e r i o u s  problem i n v o l v i n g  a n  u n r e g u l a t e d  a r e a  of  
p a r t i c u l a r  i n t e r e s t  t o  t h e  consumer f i n a n c e  i n d u s t r y .  T.his a r e a  
concerns  t h e  s o l i c i t a t i o n  and a c c e p t a n c e  of p u b l i c  f u n d s ,  u s u a l l y  . 
i s s u e d  a s  d e b e n t u r e s  o r  o t h e r  t y p e s  o f  promissory  n o t e s ,  which funds  
a r e  u t i l i z e d  by a  number o f  consumer f i n a n c e  companies a s  one 
means of  f i n a n c i n g  t h e i r  l e n d i n g  o p e r a t i o n s .  While numerous i s s u e s  
and problems a r e  i n v o l v e d  i n  d e t e r m i n i n g  t h e  p r o p e r  v e h i c l e  f o r  
r e g u l a t i o n  of  such f u n d s ,  no o p p o s i t i o n  was e x p r e s s e d  t o  t h e  p r i n c i -  
p l e  t h a t  a d d i t i o n a l  r e g u l a t i o n  was n e c e s s a r y  f o r  t h e  p r o t e c t i o n  of 
t h e  p u b l i c  i n  t h i s  a r e a  of f i n a n c i a l  t r a n s a c t i o n s .  It was n o t e d ,  
f o r  example, t h a t  t h e  consumer f i n a n c e  i n d u s t r y  was i n t e r e s t e d  i n  
l e g i s l a t i o n  t h a t  would p r o v i d e  f o r  a d d i t i o n a l  s a f e t y  of  t h e s e  funds  
i n  o r d e r  t o  enhance t h e  m a r k e t a b i l i t y  of promissory  n o t e s  a s  w e l l  a s  
p r o v i d e  f o r  t h e  s a f e t y  of t h e  p u b l i c ' s  money. 

A check of t h e  s i t u a t i o n  i n v o l v i n g  t h e  i s s u a n c e  of  promissory  
n o t e s  and d e b e n t u r e s  r e v e a l e d  a wide v a r i e t y  of  p r a c t i c e s  by consumer 
f i n a n c e  companies engaged i n  t h i s  t y p e  of  f i n a n c i n g .  The bank 
commissioner  r e p o r t e d  t h a t ,  a c c o r d i n g  t o  t h e  l a s t  a n n u a l  f i n a n c i a l  
r e p o r t s ,  v a r i o u s  t y p e s  of s h o r t  and l o n g  term n o t e s ,  bonds, and de- 
b e n t u r e s  i s s u e d  by 58 consumer f i n a n c e  companies t o t a l e d  o v e r  
$15,300,000 presumably be ing  h e l d  by t h e  p u b l i c .  However, s ince  
t h e s e  f i g u r e s  were o b t a i n e d  from t h e  a n n u a l  f i n a n c i a l  s t a t e m e n t s  of 
t h e s e  companies,  t h e  d e t a i l  of t h e  e x a c t  a r rangements  was n o t  a v a i l -  
a b l e  w i t h o u t  co r respondance  o r  c o n f e r e n c e  w i t h  e a c h  company. F o r  
t h i s  r e a s o n ,  i n q u i r y  was made o f  t h e s e  companies and the  o p p o r t u n i t y  
was g i v e n  f o r  t h e s e  companies t o  o u t l i n e  and d i s c u s s  t h e i r  o p e r a t i o n s  
w i t h  t h e  committee.  



R e p o r t s  r e c e i v e d  from t h e  i n d u s t r y  conf i rmed t h a t  t h i s  t y p e  of 
o p e r a t i o n  was s o  v a r i e d  t h a t  t h e  c i r c u m s t a n c e s  and f i n a n c i a l  a r range-  
ments d i f f e r e d  w i t h  p r a c t i c a l l y  e a c h  company, Some companies adver-  
t i s e d  f o r  funds  from t h e  p u b l i c ,  o f f e r i n g  d e b e n t u r e s  o r  " inves tment  
c e r t i f i c a t e s "  a t  a s p e c i f i e d  p r i c e ,  sometimes w i t h  a l i m i t a t i o n  on 
t h e  amount h e l d  by any one  i n v e s t o r ,  Some d e b e n t u r e s  were " s h o r t  
t e r m u ;  o t h e r s  were f o r  p e r i o d s  of up t o  f i v e  y e a r s ;  and passbook t y p e  
a c c o u n t s  were r e p o r t e d  a v a i l a b l e  from some companies.  Some f u n d s  
were found t o  be o b t a i n e d  from f a m i l y  s o u r c e s ,  p a r t n e r s ,  s t o c k h o l d e r s ,  
o r  o t h e r  c l o s e  a s s o c i a t e s  of  t h e  management of t h e  consumer f i n a n c e  
company. A number of  companies were found t o  have r e c e i v e d  none of  
t h e i r  funds  from t h e  p u b l i c ,  b u t  i n s t e a d  o b t a i n e d  t h e i r  f u n d s  exclu-  
s i v e l y  from l i n e s  of c r e d i t  w i t h  banks,  mortgage companies,  i n s u r a n c e  
companies,  o r  o t h e r  f i n a n c i a l  i n s t i t u t i o n s .  Numerous companies used 
a combinat ion  of s e v e r a l  o f  t h e  above s o u r c e s  of money t o  f i n a n c e  
t h e i r  o p e r a t i o n s ,  The l a r g e  c h a i n  o r g a n i z a t i o n s  a p p e a r  t o  have d i f -  
f e r i n g  methods o f  o p e r a t i n g  b u t  one c h a i n  was s a i d  t o  make u s e  of  
a l m o s t  e v e r y  p o s s i b l e  means of borrowing f u n d s ,  a t  one  time o r  an- 
o t h e r ,  i n  t h e  f i n a n c i n g  of i t s  o p e r a t i o n .  

The committee was b r i e f e d  by t h e  Denver R e g i o n a l  O f f i c e  of  t h e  
S e c u r i t i e s  and Exchange Commission concern ing  t h e  o p e r a t i o n  of t h e  
d e f u n c t  J o e  Newcomer F inance  Company of Colorado S p r i n g s ,  which may 
be c o n s i d e r e d  i l l u s t r a t i v e  of  t h e  w o r s t  problems caused by t h e  
p r e s e n t l y  u n r e g u l a t e d  s i t u a t i o n .  I n  t h i s  o p e r a t i o n ,  n o t e s  were s o l d  
t o  a t  l e a s t  2 ,500 i n v e s t o r s  t h r o u g h  t h e  u s e  o f  a l l  a d v e r t i s i n g  media, 
i n c l u d i n g  r a d i o ,  t e l e v i s i o n ,  m a i l ,  and newspaper a d v e r t i s e m e n t s .  
The f u n d s  r e c e i v e d  were used t o  f i n a n c e  a number o f  f r a u d u l e n t  a l t e r  
ego c o r p o r a t i o n s  c o n t r o l l e d  by Newcomer. 

Three  p r i n c i p a l  a r e a s  of  t h e  company's a c t i v i t i e s  between 1957 
and 1963 were p o i n t e d  o u t  by t h e  SEC. F i r s t ,  a s  t h e  f i n a n c i a l  condi-  
t i o n  of t h e  company became i n c r e a s i n g l y  poor ,  t h e  i n t e r e s t  r a t e s  
p a i d  were i n c r e a s e d  from f i v e  and one-hal f  p e r  c e n t  t o  e i g h t  and one- 
h a l f  p e r  c e n t ,  p l u s  bonuses  o f f e r e d  which c o u l d  r e s u l t  i n  a  t o t a l  
a n n u a l  i n t e r e s t  r e t u r n  of a s  h i g h  a s  11 and 1 2  p e r  c e n t .  Secondly ,  
i n v e s t o r s  were g i v e n  t h e  i m p r e s s i o n ,  pe rhaps  supplemented by t h e  i n -  
t e n s i v e  a d v e r t i s i n g  campaign, t h a t  t h e i r  i n v e s t m e n t s  were s a f e ,  
g u a r a n t e e d ,  and payab le  on demand, i n  t h e  same manner a s  a  bank ac-  
coun t .  It was no ted  t h a t  t h e  company a t t e m p t e d  t o  a t t r a c t  more 
i n v e s t o r s  s o  t h a t  i n v e s t o r s  c o u l d  be  p a i d  o f f  on  demand and a l s o  i n  
o r d e r  t o  f i n a n c e  t h e  company's a l t e r  ego b u s i n e s s  v e n t u r e s .  The 
t h i r d  f a c t o r  invo lved  i n  t h e  company's s u c c e s s  i n  o b t a i n i n g  p u b l i c  
f u n d s  was t h e  company's a u r a  of r e s p e c t a b i l i t y  c r e a t e d  by t h e  adver-  
t i s i n g  campaign. 

It was r e p o r t e d  by t h e  SEC t o  t h e  committee t h a t ,  u n t i l  1957, 
t h e  Newcomer o p e r a t i o n  had o p e r a t e d  a s  a l eg i t imate  bus iness .  
However, around 1959, t h e  company appeared  t o  have d i f f i c u l t y  r a i s i n g  
c a p i t a l  from i t s  u s u a l  f i n a n c i a l  s o u r c e s  and it t h e n  commenced i t s  
a d v e r t i s i n g  campaign t o  r a i s e  c a p i t a l  from t h e  p u b l i c ,  The company 
may n o t  have been i n  v i o l a t i o n  of SEC laws u n t i l  it began s o l i c i t i n g  

. f u n d s  from t h e  p u b l i c .  



The SEC r e p o r t e d  t h a t  it had no r e a s o n  t o  check t h e  Newcomer 
o p e r a t i o n  u n t i l  A p r i l ,  1963, when t h e  company was t h o u g h t  t o  be i n  
p o s s i b l e  v i o l a t i o n  of t h e  s e c u r i t i e s  a c t s  f o r  f a i l i n g  t o  r e g i s t e r  
s e c u r i t i e s  which were b e i n g  o f f e r e d  i n  t h e  a d v e r t i s i n g  campaign. It 
was i n  t h e  somewhat r o u t i n e  check of t h i s  v i o l a t i o n  t h a t  t h e  i n s o l -  
vency of  t h e  company became a p p a r e n t .  One r e a s o n  t h e  Newcomer oper-  
a t i o n  d i d  n o t  come t o  t h e  p u b l i c ' s  a t t e n t i o n  a t  a n  e a r l i e r  d a t e  was 
t h a t  t h e  company had p a i d  i t s  d e p o s i t o r s  on demand, even though,  
under  t h e  d e p o s i t  a r rangement ,  t h e  company had t h e  o p t i o n  of r e q u i r -  
i n g  d e p o s i t o r s  t o  w a i t  90 d a y s  b e f o r e  r e t u r n i n g  t h e i r  funds .  

O t h e r  e l e m e n t s  of t h e  Newcomer c a s e  shou ld  b e  mentioned a s  
i m p o r t a n t  f a c t o r s  i n  t h e  commit tee ' s  c o n s i d e r a t i o n .  P u b l i c  f u n d s  
d e p o s i t e d  w i t h  t h e  f i n a n c e  company were be ing  d r a i n e d  o f f  t o  s u p p o r t  
two u n s u c c e s s f u l  a l t e r  ego c o r p o r a t i o n s  which Newdomer was promoting. 
I n  a d d i t i o n ,  t h e  t h r e e  o f f i c e r s  o f  t h e  f i n a n c e  company were be ing  
p a i d  monthly s a l a r i e s  of  $1,750 t o  $3,500 from t h e  f i n a n c e  company 
and from t h e  two a l t e r  ego c o r p o r a t i o n s .  

According t o  t h e  SEC R e g i o n a l  O f f i c e ,  t h e  f i n a n c i a l  c o n d i t i o n  
of t h e  company may have been m i s r e p r e s e n t e d  a s  e a r l y  a s  1958, a l -  
though t h e  e x t e n t  of m i s r e p r e s e n t a t i o n  i n c r e a s e d  a s  t h e  o p e r a t i o n  
c o n t i n u e d .  By September 30, 1961,  f o r  example, t h e  company's c a p i t a l  
and s u r p l u s  a s  r e p r e s e n t e d  i n  f i n a n c i a l  s t a t e m e n t s  t o t a l e d  $332,604, 
whereas t h e  e x t e n t  of  i n s o l v e n c y ,  a s  a d j u s t e d ,  was minus $287,892, o r  
a d i f f e r e n c e  of  $620,496 between t h e  two f i g u r e s .  The company was 
r e p o r t e d  t o  have l o s t  $1,014,605 of  i n v e s t o r s '  moneys by A p r i l  19,  
1963,  approx imate ly  $500,000 of  which had been charged  t o  f i c t i t i o u s  .i n t e r e s t  c h a r g e s  f o r  t h e  a l t e r  ego companies and a n o t h e r  $400,000 of  
which had been used f o r  a d v e r t i s i n g  and promotion expenses .  Among 
o t h e r  d i s h o n e s t  a c c o u n t i n g  p r o c e d u r e s  used  i n  m i s r e p r e s e n t i n g  t h e  
company's f i n a n c i a l  c o n d i t i o n ,  t h e  company c a p i t a l i z e d  expenses  such 
a s  s a l a r i e s  f o r  o f f i c e r s ,  a t t o r n e y s '  f e e s ,  and a d v e r t i s i n g  expenses ,  
even though t h e s e  expenses  would have no v a l u e .  

P r e s e n t  Colorado s t a t u t e s  do n o t  p r o v i d e  f o r  t h e  r e g u l a t i o n ,  
d i s c l o s u r e ,  o r  r e p o r t i n g  t o  t h e  s t a t e  banking depar tment  of f u n d s  
o b t a i n e d  from t h e  p u b l i c .  A s  i n d i c a t e d  e a r l l e r ,  t h e  banking d e p a r t -  
ment had surmised t h a t  o v e r  $15,300,000 had been a c c e p t e d  from t h e  
p u b l i c  by consumer f i n a n c e  companies,  b u t  t h i s  t o t a l  was found t o  
c o n s i s t  of f u n d s  from numerous wnon-pub l i cw s o u r c e s ,  i n c l u d i n g  funds  
from f a m i l y ,  c l o s e  a s s o c i a t e s ,  s t o c k h o l d e r s ,  and o t h e r  f i n a n c i a l  
i n s t i t u t i o n s .  The a u t h o r i t y  of  t h e  banking depar tment  i s  l i m i t e d ,  
i n  t h e  consumer l o a n  f i e l d ,  t o  examina t ion  of l o a n  c h a r g e s  w i t h  
l i t t l e  s u p e r v i s i o n  o v e r  t h e  company's f i n a n c i a l  r e q u i r e m e n t s .  

A s u b s t a n t i a l  p o r t i o n  of t h e  commit tee ' s  d e l i b e r a t i o n  was de-
v o t e d  t o  t h e  c o n s i d e r a t i o n  of t h e  p r o p e r  approach  f o r  t h e  r e g u l a t i o n  
of promissory  n o t e s  o f f e r e d  by consumer f i n a n c e  companies.  A b i l l  
h a s  been p repared  on t h e  b a s i s  of e s t a b l i s h i n g  t h e  f o l l o w i n g  r e q u i r e -  
ments  f o r  companies i n  t h e  b u s i n e s s  of making l o a n s ,  b u t  which a r e  
n o t  o t h e r w i s e  r e g u l a t e d .  



The person from whom f u n d s  a r e  a ccep t ed  i s  t o  be  informed,  
under  s e c t i o n  3 of ' t he  b i l l ,  t h a t  t h e  t r a n s a c t i o n  i s  an  unsecured 
l o a n  and n o t  a d e p o s i t  of any t y p e ;  t h a t  t h e  f u n d s  a r e  n o t  i n s u r e d  by 
any government agency; t h e  purpose  o r  proposed u s e  of t h e  funds ;  t h e  
p r i o r i t y  o r  r i g h t s  of t h e  h o l d e r  o f  t h e  ev idence  of  indeb tedness ;  
t h a t  t h e  g e n e r a l  c r e d i t o r s  of  t h e  pe rson  a c c e p t i n g  t h e  funds  may have 
c l a ims  on t h e  a s s e t s  which a r e  p r i o r  t o  t h e  h o l d e r  o f  t h e  no t e ;  and,  
i f  a p p l i c a b l e ,  t h a t  some of  t h e  a s s e t s  of  t h e  pe rson  a c c e p t i n  t h e  
funds  a r e  o r  may become s e c u r i t y  o r  pledged f o r  t h e  payment 04 o t h e r  
i ndeb t ednes s  o f  t h e  borrower.  

S t a t emen t s  of t h e  ownership  and management of  t h e  companies 
s o l i c i t i n g  o r  a c c e p t i n g  funds  from t h e  p u b l i c  a r e  t o  be f i l e d  annu-
a l l y  w i t h  t h e  bank commissioner and w i t h i n  t e n  days  o f  change i n  t h e  
ownership  o r  management of  t h e  b u s i n e s s .  ( s e c t i o n  3 (2), The b i l l  
p rov ide s  t h a t  t h e  bank commissioner may examine t h e  r e c o r d s  and 
f i n a n c i a l  c o n d i t i o n  of t h e s e  companies i n  o r d e r  t o  keep s u f f i c i e n t l y  
informed o f  t h e  f i n a n c i a l  c o n d i t i o n  and b u s i n e s s  methods of  pe r sons  
o p e r a t i n g  under  t h e  a c t .  Ac t i on  may be brought  by t h e  bank commis- 
s i o n e r  t o  o r d e r  a  pe r son  t o  c e a s e  and d e s i s t  from d e v i a t i o n s  from 
t h e  d i s c l o s u r e  p r o v i s i o n s  of t h e  a c t  ( s e c t i o n  4 ( 3 ) ) .  and t o  b r i n g  
a c t i o n  i n  t h e  d i s t r i c t  c o u r t  t o  impound, and t o  a p p o i n t  a  r e c e i v e r  
f o r ,  t h e  p r o p e r t y  and b u s i n e s s  of  t h e  pe rson  which t h e  c o u r t  ma 
deem neces sa ry  t o  p r o t e c t  and p r e s e r v e  t h e  f u n d s  of  t h e  p u b l i c  f ~ e c -  
t i o n  5) .  

No company i s  t o  s o l i c i t  o r  a c c e p t  f u n d s  from t h e  p u b l i c  where 
any owner, o f f i c e r ,  d i r e c t o r ,  t r u s t e e ,  p a r t n e r ,  o r  a s s o c i a t e ,  o r  any 
s h a r e h o l d e r  owning, d i r e c t l y  o r  i n d i r e c t l y ,  t e n  p e r  c e n t  o r  more of  
t h e  company's s t o c k ,  h a s  been conv i c t ed  of  a f e l o n y  ( s e c t i o n  6) .  

The approach of  t h i s  b i l l  toward a c h i e v i n g  f u l l  d i s c l o s u r e  f o r  
t h e  p u b l i c  i n  t h e  i s s u a n c e  of  t h e s e  n o t e s ,  p l u s  adequa te  s u p e r v i s o r y  
a u t h o r i t y  of t h e  s t a t e  bank commissioner,  was dec ided  upon a f t e r  
s e v e r a l  a l t e r n a t i v e  d r a f t s  of t h e  b i l l  had been cons ide r ed  by t h e  
committee. E a r l i e r  d r a f t  b i l l s  p rov ided  more s p e c i f i c  f i n a n c i a l  
c o n d i t i o n s  which companies would be  r e q u i r e d  t o  meet b e f o r e  any 
promissory  n o t e s  c o u l d  be o f f e r e d .  Fo r  example, such a n  approach 
cou ld  r e q u i r e  companies t o  have a  one-to-one r a t i o  between unpledged 
n o t e s ,  mortgages,  and c o n t r a c t s  w i t h  t h e  funds  accep t ed  from t h e  
p u b l i c ,  and a  r a t i o  of  p u b l i c  f unds  accep t ed  t o  unsubord ina ted  c a p i t a l  
and s u r p l u s  of n o t  more t h a n  f i v e  t o  one. Minimum f i n a n c i a l  s t and-  
a r d s  of  c a p i t a l  and s u r p l u s  b e f o r e  t h e  i s s u a n c e  o f  promissory  n o t e s  was 
a n o t h e r  f i n a n c i a l  r equ i rement  cons ide r ed  by t h e  committee. However, 
t h e  v a r i e t y  of f i n a n c i a l  a r rangements  found i n  r e g a r d  t o  consumer 
f i n a n c e  companies o f f e r i n g  and a c c e p t i n g  funds  from t h e  p u b l i c  made 
it imposs ib l e  t o  e s t a b l i s h  meaningful  r equ i r emen t s  cove r ing  t h e  
s i t u a t i o n  of each  company. Such r equ i r emen t s ,  i n  some c a s e s ,  would 
i n t e r f e r e  w i t h  t h e  o p e r a t i o n s  of l e g i t i m a t e  companies b u t  y e t  n o t  
p rov ide  adequa te  r e g u l a t i o n  cove r ing  o t h e r  s i t u a t i o n s .  The s i t u a t i o n  
from t h e  p o i n t  of view o f  t h e  consumer f i n a n c e  i n d u s t r y  i n  r e g a r d  t o  
an  e a r l i e r  d r a f t  b i l l  c o n t a i n i n g  f i n a n c i a l  r equ i r emen t s  was d e s c r i b e d  
by t h e  Execu t ive  S e c r e t a r y  of t h e  Colorado A s s o c i a t i o n  of Consumer 
Finance  Companies i n  t h e  f o l l o w i n g  manner: 



i n d e p e n d e n t s  a l i k e ,  were a l l  s o  d i v e r s e  and d i f -  
f e r e n t  t h a t  it was i m p o s s i b l e  t o  c o r r e l a t e  them 
o r  come up w i t h  recommendations f o r  changes  i n  
y o u r  proposed b i l l  t h a t  a m a j o r i t y  would s u p p o r t .  
The b i l l  a s  w r i t t e n  a f f e c t s  many of them a d v e r s e l y  
b u t  e a c h  s o  d i f f e r e n t l y  t h a t  t h e  c o r r e c t i o n  re-
q u i r e d  i n  one c a s e  seems always  t o  u n f a i r l y  re-
s t r i c t  a n o t h e r .  I am t a l k i n g  a b o u t  f i n a n c i a l l y  
s t a b l e  companies w i t h  a  h i s t o r y  of  y e a r s  o f  suc-
c e s s f u l  o p e r a t i o n  i n  t h e  l e n d i n g  and f i n a n c i n g  
f i e l d .  

C a p i t a l ,  w i t h  which t o  make l o a n s  and f i n a n c e  
p u r c h a s e s ,  i s  r a i s e d  by t h e  v a r i o u s  companies and 
i n d i v i d u a l s  i n  t h i s  b u s i n e s s  i n  many d i f f e r e n t  
ways. P a r t i c u l a r l y  i s  t h i s  t r u e  i n  t h e  c a s e  o f  
s m a l l e r  hometown independen t s .  It i s  t h i s  h i s t o r y  
t h a t  makes it i m p o s s i b l e  f o r  t h e  A s s o c i a t i o n  
i t s e l f  t o  t a k e  any s t a n d  on a  b i l l  such a s  t h e  one  
you have d r a f t e d .  Thank you a g a i n  f o r  t h e  time 
you gave u s  t o  s t u d y  t h e  m a t t e r .  

The l e g i s l a t i o n  recommended by t h e  committee i s  b e l i e v e d  t o  
o f f e r  a d e q u a t e  p r o t e c t i o n  f o r  t h e  p u b l i c  a g a i n s t  unsc rupu lous  opera-  
t i o n s  i n  t h e  a r e a  of s o l i c i t a t i o n  of  p u b l i c  f u n d s ,  and s t i l l  a l l o w  
f o r  t h e  d i v e r s i t y  and f l e x i b i l i t y  of o p e r a t i o n s  found t o  be  a  
c h a r a c t e r i s t i c  of  consumer f i n a n c e  companies.  S i n c e  e v e r y  c o n t i n -  
gency of o p e r a t i o n  w i t h i n  t h e  " b u s i n e s s  o f  making l o a n s u  cou ld  n o t  
be d r a f t e d  a s  a  p a r t  o f  t h e  b i l l ,  t h e  committee h a s  t a k e n  t h e  a l t e r -  
n a t i v e  approach of  p r o v i d i n g  g e n e r a l  r u l e s  o f  d i s c l o s u r e  and super -  
v i s i o n  by t h e  s t a t e  t o  e s t a b l i s h  t h e  n e c e s s a r y  framework of r e g u l a -  
t o r y  a c t i v i t y .  

T r u s t  Company S t a t u t e s  

I n  s p i t e  of  t h e  f a c t  t h a t  Colorado p r e s e n t l y  h a s  two a c t s  
p e r t a i n i n g  t o  t r u s t  companies,  t h e  committee h a s  ag reed  w i t h  t h e  
s t a t e  bank commissioner  t h a t  t h i s  a r e a  of f i n a n c i a l  i n s t i t u t i o n s  i s  
n o t  s a t i s f a c t o r i l y  r e g u l a t e d .  The recommendation of t h e  committee 
i s  t o  r e p e a l  t h e  o l d e r  of  t h e  two a c t s ,  A r t i c l e  15 of  C h a p t e r  14 ,  
C.R.S. 1963,  and t o  make a p p r o p r i a t e  amendments t o  p r o v i d e  f o r  t h e  
r e g u l a t i o n  of c o r p o r a t i o n s  i n  t h e  t r u s t  b u s i n e s s  i n  A r t i c l e  16 of 
C h a p t e r  14 .  It was r e p o r t e d  t h a t  t h r e e  c o r p o r a t i o n s ,  one of which 
d o e s  n o t  conduct  b u s i n e s s ,  a r e  o r g a n i z e d  under  A r t i c l e  15, and two 
companies a r e  r e p o r t e d l y  o r g a n i z e d  p u r s u a n t  t o  A r t i c l e  16 .  

G e n e r a l l y  s t a t e d ,  t h e  powers of  t r u s t  companies o p e r a t i n g  
under  A r t i c l e  15 c o n s i s t  of t h e  a b i l i t y  t o  a c t  a s  a  t r u s t e e  and t o  
a c c e p t  and e x e c u t e  any t r u s t ;  t o  p r o v i d e  s a f e k e e p i n g  f a c i l i t i e s  f o r  
v a l u a b l e s  such a s  p r e c i o u s  m e t a l s ,  j ewe l ry ,  money, and s e c u r i t i e s ;  
and t o  a c t  a s  s u r e t y  f o r  a d m i n i s t r a t o r s ,  g u a r d i a n s ,  o r  t h e  l i k e  when 

. r e q u i r e d  by law (c.R.S. 14-15-8).  However, i n  t h e  o p i n i o n  of t h e  



s t a t e  bank commissioner,  t h e  f i r s t  of t h e s e  powers, concerning t r u s t  
powers and r e l a t e d  a u t h o r i t y ,  have been merged i n t o  t h e  second a c t ,  
i . e . ,  A r t i c l e  16 ,  even though t h e  f i r s t  a c t  h a s  n o t  been r epea l ed .  

The second of t h e  p r i n c i p a l  f u n c t i o n s  of  t r u s t  companies under  
A r t i c l e  15, namely, t o  r e c e i v e  v a l u a b l e s  f o r  sa fekeep ing  and s t o r a g e ,  
has  been r e p l a c e d ,  t o  a  g r e a t  e x t e n t  by s a f e  d e p o s i t  and sa fekeep ing  
f a c i l i t i e s  be ing  p rov ided  by s t a t e  banks and by s t a t e  and n a t i o n a l  
c h a r t e r e d  banks and t r u s t  companies e s t a b l i s h e d  under  A r t i c l e  4  of  
t h e  banking code. A t r u s t  company organ ized  f o r  t h e  purpose  of  pro-
v i d i n g  f a c i l i t i e s  f o r  t h e  s a f ekeep ing  of v a l u a b l e s  would n o t  be 
p rov id ing  a  s e r v i c e  which i s  n o t  a v a i l a b l e  e l sewhere  i n  most a r e a s .  

The t h i r d  pr imary power of  t r u s t  companies under  t h i s  a r t i c l e  
i s  t o  a c t  a s  s e c u r i t y  o r  s u r e t y  f o r  pe r sons  i n  p o s i t i o n s  of t r u s t .  
Commenting on t h i s  f u n c t i o n ,  t h e  s t a t e  bank commissioner sugges ted  
t h a t  a n  ample number o f  s u r e t y  and bonding c o r p o r a t i o n s  a r e  l i c e n s e d  
by t h e  i n su rance  depar tment  t o  conduct  t h i s  t y p e  o f  b u s i n e s s  on a  
more s a t i s f a c t o r y  b a s i s  t h a n  would be a f f o r d e d  under  A r t i c l e  15. 

I n  a d d i t i o n  t o  t h e  comments no ted  above,  t h e  p o s i t i o n  of t h e  
banking depar tment  was t h a t  A r t i c l e  15-p rov ide s  no s u p e r v i s i o n  ove r  
companies o rgan i zed  under  t h e  a r t i c l e  by t h e  banking depar tment  o r  
by any o t h e r  governmental  agency. Apparen t ly  because  o f  t h e  l a c k  of 
r e g u l a t o r y  a u t h o r i t y ,  it i s  r e p o r t e d  t h a t  t r u s t  companies a r e  i n  t h e  
p o s i t i o n  of having a  "backdoor approach t o  banking i ncapab l e  of  be ing  
r e s t r a i n e d ." 

On t h e  b a s i s  of i t s  a n a l y s i s ,  t h e  committee ha s  recommended 
t h a t  Ar t ic le  15 be r e p e a l e d  and t h a t  A r t i c l e  1 6  be .amended t o  p rov ide  
r e s t r i c t i o n s  on t h e  scope o f  t r u s t  companies and p rope r  r e g u l a t o r y  
a u t h o r i t y  o v e r  t r u s t  companies i n  t h e  s t a t e .  The fo l l owing  s e c t i o n s  
have been recommended f o r  amendment: 

Powers of t r u s t  companies.  (c.R.s. 14-16-3) T h i s  s e c t i o n  
was d e s c r i b e d  a s  t h e  p r o v i s i o n  which p r e s e n t l y  p rov ide s  a u t h o r i t y  
f o r  t r u s t  companies t o  conduct  a  g e n e r a l  banking bus ine s s .  The d r a f t  
b i l l  submi t t ed  by t h e  committee would p rov ide  more e x p l i c i t  wording 
d e s c r i b i n g  t h e  powers o f  t r u s t  companies.  The b i l l  would r e s t r i c t  
t h e  t a k i n g  of money, s e c u r i t i e s ,  o r  o t h e r  p e r s o n a l  p rope r ty  t o  t r a n s -  
a c t i o n s  i n v o l v i n g  on ly  a  t r u s t  o r  t r u s t e e  r e l a t i o n s h i p  and would 
e l i m i n a t e  t h e  ho ld ing  o r  keeping of t h e s e  i t ems  " s u b j e c t  t o  demand 
o r  upon time r e c e i p t s  o r  c e r t i f i c a t e s  a s  may be a  r e e d  upon..." 
which i s  now a u t h o r i z e d  under  C.R.S. 14-16-3 ( 1 )  q c ) .  

Power o f  c o u r t  o v e r  company. (C.R.S. 14-16-4) The sugges ted  
amendment of  t h i s  s e c t i o n  would p rov ide  more d e t a i l  t h a n  i s  p r e s e n t l y
provided r e l a t i v e  t o  t h e  powers of c o u r t s  o v e r  t r u s t  companies. 

L i a b i l i t y  of s t o c k h o l d e r s .  (c.R.S. 14-16-6) The committee 
ag r eed  w i t h  t h e  recommendation of t h e  banking depar tment  t h a t  t h e  
l i a b i l i t y  of s t o c k h o l d e r s  i n  t r u s t  companies should  be no g r e a t e r  
t h a n  t h e  l i a b i l i t y  of  s t o c k h o l d e r s  i n  s t a t e - c h a r t e r e d  commercial 
banks. 



The sugges ted  change would remove t h e  p e r s o n a l  l i a b i l i t y  of t r u s t  
company s t o c k h o l d e r s  and would p r o v i d e  t h a t  t h e i r  l i a b i l i t y  would b e  
l i m i t e d  t o  t h e  amount of t h e i r  c a p i t a l  c o n t r i b u t i o n .  

Inves tments .  (c.R.S. 14-16-8) The p r e s e n t  s t a t u t e  concern ing  
keeping t r u s t  f u n d s  s e p a r a t e  a p p a r e n t l y  h a s  n o t  been adequa te  t o  
p r e v e n t  some companies from comingl ing  a l l  t r u s t  f u n d s ,  r a t h e r  t h a n  
keeping a s e p a r a t e  a c c o u n t  f o r  each  t r u s t .  Under t h e s e  c i r c u m s t a n c e s ,  
it i s  i m p o s s i b l e  f o r  t h e  bank examiners  o r  anyone e l s e  t o  de te rmine  
how t h e  f u n d s  of a n  i n d i v i d u a l ' s  a c c o u n t  have been i n v e s t e d .  The 
amendments recommended would p e r m i t  t h e  examina t ion  of p o r t f o l i o s  
on t h e  same b a s i s  a s  r e q u i r e d  f o r  s t a t e  banks.  

Commissioner t o  s u p e r v i s e  companies (C.R.S. 14-16-10) and 
C e r t i f i c a t e  of a u t h o r i t y .  (C.R.S. 14-16-11) The committee i s  recom-
mending t h a t  t h e s e  s e c t i o n s  be  combined t o  p r o v i d e  a p p r o p r i a t e  
c h a r t e r i n g  p r o c e d u r e s  f o r  t r u s t  companies,  which would be  s i m i l a r  t o  
r e q u i r e m e n t s  f o r  c h a r t e r i n g  s t a t e  banks.  The bank commissioner h a s  
r e p o r t e d  t h a t  t h e  p r e s e n t  s t a t u t e s  a r e  s o  vague and i n d e f i n i t e  t h a t  
some t r u s t  companies have s t a r t e d  t o  engage i n  a  g e n e r a l  banking 
b u s i n e s s  b e f o r e  t h e i r  c h a r t e r s  have been g r a n t e d .  The s e c t i o n  a l s o  
c o n t a i n s  f e e s  f o r  c h a r t e r i n g  which a r e  n o t - p r o v i d e d  under  t h e  p r e s e n t  
t r u s t  company s t a t u t e s .  

D i s c o n t i n u i n q  t r u s t  b u s i n e s s .  (new p r o v i s i o n )  T h i s  s e c t i o n  
would p r o v i d e  t h a t  a  c o r p o r a t i o n  w i s h i n a  t o  d i s c o n t i n u e  a t r u s t  
b u s i n e s s  would be  r e q u i r e d  t o  f u r n i s h  t h e  bank commissioner  s a t i s f a c -  
t o r y  e v i d e n c e  o f  i t s  r e l e a s e  and d i s c h a r g e  from a l l  o f  i t s  o b l i g a t i o n s
and t r u s t s  which it h a s  assumed. Upon r e c e i p t  o f  t h i s  i n f o r m a t i o n ,  
t h e  bank commissioner  i s  t o  revoke t h e  c h a r t e r  o f  t h e  company. T h i s  
p r o v i s i o n  would p r e v e n t  a t r u s t  company from l e a v i n g  i t s  o p e r a t i o n s  
w i t h o u t  comple t ing  a l l  of  i t s  b u s i n e s s  w i t h  t h e  c o u r t s .  



-- 

BILL A 

A BILL FOR AN ACT 

AMENDING 72-1-36, COLORADO REVISED STATUTES 1963, CONCERNING 

CAPITAL OR GUARANTY FUNDS AND UNENCUMBERED SURPLUS REQUIRE- 

- MENTS OF INSURANCE COMPANIES. 

Be It Enacted by the General  Assemblx of the S t a t e  of Coloradot  

SECTION 1. 72-1-36, Colorado Revised S t a t u t e s  1963, i s  

amended BY THE ADDITION OF A NEW SUBSECTION (4 )  t o  read:  

72-1-36. Cash c a p i t a l  - quaran ty  fund - d e p o s i t .  ( 4 )  Any 

11 insu rance  company i s s u e d  a  c e r t i f i c a t e  o f  a u t h o r i t y  i n  t h i s  

1 2  s t a t e  p r i o r  t o  May 6 ,  1963, which does  no t  meet t h e  requ i rements  

13 of s u b s e c t i o n  (1) ( b )  of t h i s  s e c t i o n ,  s h a l l ,  p r i o r  t o  January  1, 

1 4  1973, i n c r e a s e  i t s  a c t u a l  paid-up c a s h  c a p i t a l  o r  guaran ty  fund 

15 and unencumbered s u r p l u s  i n  accordance w i t h  s a i d  s u b s e c t i o n  ( 1 )  

16 ( b ) ,  by i n c r e a s i n g  n o t  l a t e r  t h a n  t h e  end of  each  c a l e n d a r  y e a r  

17 s a i d  a c t u a l  paid-up ca sh  c a p i t a l  o r  guaran ty  fund and unencum- 

18 bered s u r p l u s  by n o t  less than  o n e - f i f t h  of t h e  a d d i t i o n a l  

19 amount r equ i r ed .  Fo r  good cause ,  t h e  i n c r e a s e  i n  s a i d  funds  may 

20 be waived i n  whole o r  i n  p a r t  by t h e  commissioner f o r  any 


2 1  c a l e n d a r  y e a r ,  b u t  no such waiver  s h a l l  extend t h e  January  1, 


2 2  1973, l i m i t a t i o n .  


23 SECTION 2. E f f e c t i v e  d a t e .  T h i s  a c t  s h a l l  t a k e  e f f e c t  on 


24 January  1, 1968. 


25 SECTION 3. S a f e t v  c l a u s e .  The g e n e r a l  assembly hereby 


26 f i n d s ,  de te rmines ,  and d e c l a r e s  t h a t  t h i s  a c t  i s  necessa ry  f o r  


27 t h e  immediate p r e s e r v a t i o n  o f  t h e  p u b l i c  peace,  h e a l t h ,  and 


28 s a f e t y .  
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BILL B 


A BILL FOR AN ACT 


4 AMENDING CHAPTER 72, COLORADO REVISED STATUTES 1963, CONCERNING 

5 NONPROFIT HOSP ITAL , MEDICAL- SURGICAL, AND OTHER HEALTH 

6 SERVICE CORPORATIONS. 


7 & It Enacted b~ t h e  General  Assembly of t h e  S t a t e  of Colorado: 


8 SECTION 1. Chapter  72 of Colorado Revised S t a t u t e s  1963, 


9 i s  hereby amended BY THE ADDITION OF A NEW ARTICLE 23 t o  read: 


PO ARTICLE 23 

11 NONPROFIT HOSP ITAL , MEDICAL- SURGICAL, 

1 2  AND HEALTH SERVICE CORPORATIONS. 

13 72-23-1. Shor t  t i t l e .  T h i s  a r t i c l e  s h a l l  be known and may 

14 be c i t e d  a s  "The Nonprof i t  Hosp i t a l ,  Medical-Surgical ,  and Heal th  

15 Se rv i ce  Corpora t ion  Act". 

16 72-23-2. Purpose. It i s  t h e  po l i cy  of t h e  gene ra l  assembly, 

17  and t h e  i n t e n t  and purpose of t h i s  a r t i c l e ,  t o  promote t h e  a v a i l -  

18 a b i l i t y  of h o s p i t a l  c a r e ,  medica l - surg ica l  c a r e ,  and o t h e r  h e a l t h  

1 9  s e r v i c e s  on a  vo lun ta ry  non-p ro f i t  prepaid  b a s i s ,  and t o  thereby  

20 promote t h e  h e a l t h  and we l f a re  of t h e  people of t h e  s t a t e  of 

21 Colorado. 

22 72-23-3. Inco rpo ra t ion  and o r q a n i z a t i o n  - exemptions. ( 1 )  

23  Any nonpro f i t  c o r p o r a t i o n  h e r e t o f o r e  o r  h e r e a f t e r  organized under 

24 t h e  laws of t h e  s t a t e  of Colorado f o r  t h e  purpose of e s t a b l i s h i n g ,  

25 maintaining,  and o p e r a t i n g  a nonpro f i t  p lan ,  whereby prepaid  

26 h o s p i t a l  c a r e ,  medica l - surg ica l  c a r e ,  and o t h e r  h e a l t h  s e r v i c e s  

2 7  a r e  made a v a i l a b l e  t o  persons  who become s u b s c r i b e r s  t o  such p l a n .  

' 28 o r  p l a n s  under a c o n t r a c t  w i t h  t h e  co rpo ra t ion ,  s h a l l  be s u b j e c t  
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t o  and be governed by t h e  p rov i s ions  of  t h i s  a r t i c l e ,  and, except  

a s  h e r e i n a f t e r  o therwise  s p e c i f i c a l l y  provided, s h a l l  no t  be 

s u b j e c t  t o  t h e  laws of t h i s  s t a t e  r e l a t i n g  t o  insurance  o r  insur -  

ance companies. 

( 2 )  The p rov i s ions  of  t h i s  a r t i c l e  s h a l l  no t  apply t o  any 

employer's h e a l t h  p lan  o r  s e r v i c e s  e s t a b l i s h e d  and maintained 

s o l e l y  f o r  i t s  employees and t h e i r  immediate f a m i l i e s ,  nor  t o  any 

l a b o r  o r g a n i z a t i o n ' s  h e a l t h  p lan  o r  s e r v i c e s  e s t a b l i s h e d  and main- 

t a i n e d  s o l e l y  f o r  i t s  members and t h e i r  immediate f a m i l i e s ,  which 

p lans  o r  s e r v i c e s  a r e  s e l f - i n s u r e d ,  nor  t o  any such h e a l t h  p lan  o r  

s e r v i c e s  e s t a b l i s h e d ,  maintained and insured  j o i n t l y  by any em- 

p loyer  and any l a b o r  o rgan iza t ion  o r  o rgan iza t ions .  

72-23-4. F i l i n q  of a r t i c l e s  of incorpora t ion .  ( 1 )  Whenever 

any number of persons s h a l l  a s s o c i a t e  t o  form a  co rpora t ion  f o r  

any of t h e  purposes named i n  s e c t i o n  72-23-3, t hey  s h a l l  submit 

a r t i c l e s  of i nco rpora t ion  which s h a l l  be i s sued  i n  t r i p l i c a t e  t o  

t h e  commissioner and t h e  a t t o r n e y  gene ra l  f o r  examination. A f t e r  

being approved by such o f f i c e r s ,  t h e  a r t i c l e s  s h a l l  be f i l e d  and 

recorded i n  t h e  o f f  i c e  of t h e  s e c r e t a r y  of s t a t e  who s h a l l  i s s u e  a  

c e r t i f i c a t e  of incorpora t ion .  A copy of such a r t i c l e s ,  c e r t i f i e d  

by t h e  s e c r e t a r y  of s t a t e ,  s h a l l  be f i l e d  wi th  t h e  commissioner. 

( 2 )  When n o t  l e s s  t han  t h e  amount r equ i r ed  by s e c t i o n  

72-12-13 s h a l l  have been depos i t ed  wi th  t h e  commissioner, a s  

provided f o r  i n  t h i s  a r t i c l e ,  t h e  commissioner s h a l l  cause an 

examination t o  be made e i t h e r  by himself o r  some d i s i n t e r e s t e d  

person,  e s p e c i a l l y  appointed by him f o r  t h e  purpose, who s h a l l  

c e r t i f y  t h a t  t h e  p rov i s ions  of t h i s  a r t i c l e  have been complied 

' 2 8 w i t h  by s a i d  co rpora t ion ,  a s  f a r  a s  a p p l i c a b l e  t h e r e t o .  Such 



1 	c e r t i f i c a t e  s h a l l  be f i l e d  i n  t h e  o f f  ice of t h e  commissioner, who 

s h a l l  thereupon d e l i v e r  t o  such co rpora t ion  a c e r t i f i e d  copy 

t h e r e o f ,  which, t o g e t h e r  wi th  a  copy of t h e  a r t i c l e s  of incorpo-

r a t i o n ,  s h a l l  be f i l e d  i n  t h e  o f f i c e  of t h e  c l e r k  and r eco rde r  of 

t h e  county wherein t h e  p r i n c i p a l  o f f i c e  of t h e  company i s  t o  be 

loca ted ,  before  t h e  a u t h o r i t y  t o  commence bus iness  i s  granted.  

(3) Whenever any such corpora t ion  s h a l l  t h e r e a f t e r  d e s i r e  

t o  amend i t s  a r t i c l e s  of i nco rpora t ion ,  it s h a l l  f i l e  i t s  c e r t i -

f i c a t e  of amendment wi th  t h e  commissioner before  f i l i n g  t h e  same 

with t h e  s e c r e t a r y  of s t a t e ,  and i f  t h e  commissioner, wi th  t h e  

advice  of t h e  a t t o r n e y  gene ra l ,  s h a l l  f i n d  t h e  same t o  have been 

l e g a l l y  adopted and t o  be i n  due l e g a l  form and t o  be not  i n  con- 

f l i c t  w i th  t h e  p rov i s ions  of law governing such companies, then 

and not  o therwise  such c e r t i f i c a t e  of amendment s h a l l  be f i l e d  

wi th  t h e  s e c r e t a r y  of s t a t e .  

(4 )  Any co rpora t ion  organized under t h e  laws of t h i s  s t a t e  

17 r e l a t i n g  t o  co rpora t ions  no t  f o r  p r o f i t  p r i o r  t o  t h e  e f f e c t i v e  

18 d a t e  of t h i s  a r t i c l e  f o r  t h e  purposes named i n  s e c t i o n  72-21-3, 

19 s h a l l  w i th in  one yea r  a f t e r  s a i d  e f f e c t i v e  d a t e ,  comply wi th  a l l  

20 of t h e  provis ions  hereof and s h a l l  thereupon become s u b j e c t  t o  

21 and be governed by s a i d  provis ions .  

22 72-23-5. Contents  of a r t i c l e s .  ( 1 )  ( a )  I n  a d d i t i o n  t o  t h e  

23  con ten t s  r equ i red  o r  permit ted by t h e  gene ra l  co rpora t ion  laws of 

24 t h i s  s t a t e  r e l a t i n g  t o  co rpora t ions  n o t  f o r  p r o f i t ,  t h e  a r t i c l e s  

25 of inco rpora t ion  of any co rpora t ion  s h a l l  comply wi th  t h e  follow- 

26 ing: 

27 ( b )  The name of t h e  co rpora t ion  s h a l l  no t  i nc lude  t h e  words 

' 28 ninsurancef l ,  t t ca sua l tyM,  t t su re ty t t ,  Nmutual", o r  any o t h e r  words 



1 	d e s c r i p t i v e  of t h e  insurance ,  c a s u a l t y ,  o r  s u r e t y  business .  The 

2 	 corpora t e  name of any co rpora t ion  t o  be formed under t h i s  a r t i c l e  

s h a l l  n o t  be t h e  same a s ,  o r  decep t ive ly  s i m i l a r  t o ,  t h e  name of 

any o t h e r  co rpora t ion  au tho r i zed  t o  do bus ines s  i n  t h i s  s t a t e :  

and 

( c )  The s ta tement  of purposes s h a l l  be i n  conformity with  

t h e  p rov i s ions  of t h i s  a r t i c l e .  

( d )  Any such co rpora t ion  h e r e t o f o r e  organized whose e x i s t -  

ing a r t i c l e s  of i nco rpora t ion  s h a l l  no t  be i n  s u b a t a n t a n t i a l  . 

conformity wi th  t h i s  a r t i c l e  s h a l l  f o r t h w i t h  cause t o  be adopted 

and f i l e d ,  a s  h e r e i n  r equ i r ed ,  such amendment8 t h e r e t o  a s  s h a l l  

be necessary t o  e f f e c t  s u b s t a n t i a l  compliance herewith.  

72-23-6. D i rec to r s .  The proper ty  and l awfu l  bus ines s  of 

every such co rpora t ion  s u b j e c t  t o  t h e  p rov i s ions  of t h i s  a r t i c l e  

s h a l l  be he ld  and managed by a  board of t r u s t e e s  o r  d i r e c t o r s  

wi th  such powers and a u t h o r i t y  a s  s h a l l  be necessary o r  i n c i d e n t a l  

t o  t h e  complete execut ion of  t h e  purposes of each such co rpora t ion  

a s  l i m i t e d  by i t s  a r t i c l e s  o r  t h e  bylaws. No such board s h a l l  be 

l e s s  t han  t e n  nor  more than  twenty-four i n  number. 

72-23-7. Contract%. Such co rpora t ions  s u b j e c t  t o  t h e  pro- 

21 v i s i o n s  of t h i s  a r t i c l e  may e n t e r  i n t o  c o n t r a c t s  f o r  t h e  render-  

22 ing  of h o s p i t a l  s e r v i c e s ,  medical-surgical  s e r v i c e s ,  and o t h e r  

23 h e a l t h  s e r v i c e s  on beha l f  of any of t h e i r  s u b s c r i b e r s  w i th  hospi- 

24 t a l s  maintained by t h e  s t a t e ,  o r  by any of i t s  p o l i t i c a l  subdivi-  

25 s i o n s ,  o r  maintained by a n o n p r o f i t  co rpora t ion  organized f o r  

26 h o s p i t a l  purposes,  o r  w i th  o t h e r  co rpora t ions ,  a s s o c i a t i o n s ,  

27 p a r t n e r s h i p s ,  o r  i n d i v i d u a l s  f u r n i s h i n g  h o s p i t a l  s e r v i c e s ,  medi- 

28 c a l - s u r g i c a l  s e r v i c e s ,  o r  o t h e r  h e a l t h  s e r v i c e s .  Nothing contained 



1 i n  t h i s  a r t i c l e  s h a l l  r e q u i r e  any such co rpo ra t ion  t o  c o n t r a c t  o r  

2 remain under c o n t r a c t  w i th  any i n d i v i d u a l  h o s p i t a l ,  phys ic ian ,  o r  

3 o t h e r  purveyor of h e a l t h  s e r v i c e s ;  nor s h a l l  any employee, agent ,  

4 o f f i c e r ,  o r  t r u s t e e  of any such co rpo ra t ion  in f luence  o r  seek t o  

5 i n f luence  any s u b s c r i b e r  i n  t h e  cho ice  o r  s e l e c t i o n  of a con t r ac t -

6 ing  h o s p i t a l  o r  c o n t r a c t i n g  phys ic ian ,  o r  any o t h e r  c o n t r a c t i n g  

7 purveyor of h e a l t h  s e r v i c e s .  

8 72-23-8. Annual Sta tement .  A l l  co rpo ra t ions  s u b j e c t  t o  t h e  

p rov i s ions  of t h i s  a r t i c l e  doing bus ines s  i n  t h i s  s t a t e  on t h e  

e f f e c t i v e  d a t e  of t h i s  a r t i c l e ,  o r  which may t h e r e a f t e r  do busi -  

ness  i n  t h i s  s t a t e ,  s h a l l  make and f i l e  annua l ly  wi th  t h e  commis- 

s i o n e r ,  on o r  before  t h e  f i r s t  day of March of each year ,  a  

s ta tement  under o a t h  upon a  form t o  be p re sc r ibed  by t h e  commis- 

s i o n e r  s t a t i n g  t h e  amount of a l l  membership dues,  o r  s u b s c r i b e r  

f e e s ,  c o l l e c t e d  i n  t h i s  s t a t e  o r  from r e s i d e n t s  t he reo f  by t h e  

co rpo ra t ion  making such s ta tement  dur ing  t h e  y e a r  ending t h e  l a s t  

day of December next  preceding;  t h e  amounts a c t u a l l y  paid dur ing  

such y e a r  f o r  h o s p i t a l ,  medica l - surg ica l ,  and o t h e r  h e a l t h  s e r v i c e s  

19 f o r  t h e  s u b s c r i b e r s  o r  members of t h e  co rpo ra t ion ,  and t h e  amounts 


20 placed i n  e s t a b l i s h e d  r e s e r v e s  f o r  c a s e s  b i l l e d  b u t  no t  y e t  pa id ,  


21 unrepor ted and u n b i l l e d  c a s e s ,  r e t r o a c t i v e  c o s t  ad jus tments ,  and 


22 membership dues  o r  f e e s  paid  i n  advance bu t  not  y e t  earned.  The 


23 f e e  f o r  f i l i n g  such annual  s ta tement  s h a l l  be f i f t y  d o l l a r s .  


24 72-23-9. Fees paid  by co rpo ra t ions .  ( 1 )  ( a )  There s h a l l  be 


25 pa id  t o  t h e  commissioner by every co rpo ra t ion  s u b j e c t  t o  t h e  


26 p rov i s ions  of t h i s  a r t i c l e  t h e  fo l lowing  f e e s :  


27 ( b )  For f i l i n g  a  c e r t i f i e d  copy of a r t i c l e s  of i nco rpo ra t ion ,  


28 f i f t y  d o l l a r s ;  
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1 ( c )  For f i l i n g  annual  s ta tement ,  f i f t y  d o l l a r s ;  

2 (d)  For  c e r t i f i c a t e  of a u t h o r i t y  t o  t r a n s a c t  bus iness  i n  

t h i s  s t a t e ,  twenty-f i v e  d o l l a r s ;  

4 ( e )  For f i l i n g  each amendment f o r  a r t i c l e s  of i nco rpo ra t ion ,  

3 f i v e  d o l l a r s ;  

6 ( f )  For each enrol lment  r e p r e s e n t a t i v e ' s  examination,  f i v e  

7 d o l l a r s ;  


8 ( g ) For each enrol lment  r e p r e s e n t a t i v e 1  s i n i t i a l  l i c e n s e ,  


9 t e n  d o l l a r s ;  


10 ( h )  For  each enrol lment  r e p r e s e n t a t i v e ' s  renewal l i c e n s e ,  


11 two d o l l a r s ;  


12 ( i )  For  each copy of any document .or  o t h e r  paper  f i l e d  i n  


13 t h e  o f f i c e  of t h e  commissioner, p e r  f o l i o ,  twenty c e n t s ;  


14 (j) For comparing and proofrea'ding a copy of any document 


15 o r  o t h e r  paper submitted f o r  c e r t i f i c a t i o n  wi th  t h e  o r i g i n a l  


16 t he reo f  a s  f i l e d  i n  t h e  o f f i c e  of  t h e  commissioner, pe r  f o l i o ,  


17 twenty c e n t s ;  


18 (k) And f o r  a f f i x i n g  t h e  s e a l  of t h e  o f f i c e  of t h e  commis- 


19 s i o n e r  and c e r t i f y i n g  any document o r  o t h e r  paper,  one d o l l a r ,  


20 72-23-10. Author i ty  t o  do businesq,  No co rpo ra t ion  s u b j e c t  


21 t o  t h e  p rov i s ions  of t h i s  a r t i c l e  s h a l l  t r a n s a c t  any bus ines s  i n  


22 t h i s  s t a t e  u n l e s s  it s h a l l  f i r s t  procure  from t h e  commissioner a 


23 c e r t i f i c a t e  of a u t h o r i t y  s t a t i n g  t h a t  t h e  requirements  of t h e  laws 


24 of t h i s  s t a t e  have been complied wi th  and a u t h o r i z i n g  it t o  do 


25 bus iness .  The c e r t i f i c a t e  of a u t h o r i t y  s h a l l  e x p i r e  on t h e  l a s t  


26 day of February i n  each y e a r  and s h a l l  be renewed annua l ly  i f  t h e  

27 co rpo ra t ion  has  cont inued t o  comply wi th  t h e  p rov i s ions  of t h i s  

' 28 a r t i c l e .  

29 




1 72-23-11. Automatic extension of certificate,  When the 

2 annual  s ta tement  of a  co rpo ra t ion  s u b j e c t  t o  t h e  p rov i s ions  of 

3 t h i s  a r t i c l e  s h a l l  have been f i l e d  and a l l  f e e s  due from t h e  

4 co rpo ra t ion  s h a l l  have been tendered ,  t h e  c o r p o r a t i o n ' s  c e r t i f i c a t e  

3 of a u t h o r i t y  t o  do bus ines s  i n  t h i s  s t a t e  s h a l l  au toma t i ca l ly  be 

6 extended u n t i l  such time a s  t h e  commissioner should r e f u s e  t o  

7 r e l i c e n s e  such co rpo ra t ion ,  and when t h e  f e e  involved i n  t h e  re-

8 newal of an enro l lment  r e p r e s e n t a t i v e ' s  l i c e n s e  s h a l l  have been 

9 tendered by t h e  co rpo ra t ion ,  o r  t h e  i n d i v i d u a l  r e p r e s e n t a t i v e  

10 t h e  l i c e n s e  s h a l l  au toma t i ca l ly  be extended u n t i l  such t ime a s  t h e  

11 commissioner should r e f u s e  t o  renew such l i c e n s e .  

12 72-23-12. Requirements f o r  c e r t i f i c a t e  of a u t h o r i t y .  ( 1 )  

13 ( a )  The commissioner s h a l l  no t  i s s u e  o r  renew h i s  c e r t i f i c a t e  of 

14 a u t h o r i t y  t o  any c o r p o r a t i o n  o p e r a t i n g  o r  proposing t o  o p e r a t e  a 

15 nonpro f i t  h o s p i t a l ,  medica l - surg ica l ,  and o t h e r  h e a l t h  s e r v i c e s  

16 p lan ,  un less :  

17 ( b )  The s u b s c r i p t i o n  o r  membership c e r t i f i c a t e s  which t h e  

18 co rpo ra t ion  o f f e r s  t o  i t s  s u b s c r i b e r s  o r  members, t o g e t h e r  w i th  a  

19 schedule  of t h e  dues  and f e e s  t o  be paid  by s u b s c r i b e r s  o r  members 

20 have been f i l e d  wi th  t h e  commissioner i n  accordance wi th  t h e  pro- 

21  v i s i o n s  of s e c t i o n  72-23-15, 

22 ( c )  The schedule  of t h e  dues  and f e e s  t o  be paid  by sub- 

2 3  s c r i b e r s  o r  members i s  such a s  w i l l  enab le  such co rpo ra t ion  t o  meet 

24 t h e  expenses of t h e  h o s p i t a l ,  medica l - surg ica l ,  and o t h e r  h e a l t h  

25 s e r v i c e s  which a r e  made a v a i l a b l e  t o  i t s  s u b s c r i b e r s  o r  members 

26 without  i n p a i r i n g  t h e  guaran tee  fund r equ i r ed  by s e c t i o n  72-23-13, 

27 and t h e  use of such schedule  w i l l  no t  r e s u l t  i n  an accumulation 

28 of excess  r e s e r v e s  over  and above r e s e r v e s  e s t a b l i s h e d  f o r  c la ims 



i n  	p rocess ,  unrepor ted and u n b i l l e d  claimo, re t roact ive  c o s t  

* 	adjustments  t o  t h e  purveyors of h o s p i t a l ,  medica l - surg ica l ,  and 

o t h e r  h e a l t h  s e r v i c e s  and membership dues o r  f e e s  rece ived  i n  

advance bu t  no t  y e t  earned.  So long as a c o r p o r a t i o n ' s  unencum-

bered r e s e r v e  o r  s u r p l u s  o v e r  and above t h e  r equ i r ed  r e s e r v e s  

s p e c i f i e d  i n  t h i s  s e c t i o n  do no t  exceed a  sum equa l  t o  one- th i rd  

of t h e  c o r p o r a t i o n ' s  t o t a l  membership dues o r  s u b s c r i p t i o n  f e e s  

rece ived  dur ing  t h e  immediate preceding ca l enda r  yea r ,  such unen- 

cumbered r e s e r v e  o r  s u r p l u s  s h a l l  no t  be deemed an excess ive  

10 accumulation f o r  t h e  purposes of t h i s  s ec t ion .  

11 72-23-13. Liquid r e s e r v e s  - quaran tee  fund d e p o s i t .  (1) No 

l2 corpora t ion  s u b j e c t  t o  t h e  p rov i s ions  of t h i s  a r t i c l e  s h a l l  be per- 

13 mi t ted  t o  do any bus ines s  i n  t h i s  s t a t e  un less .  i n  a d d i t i o n  t o  t h e  

l4 o t h e r  requirements  of law, it s h a l l  have and mainta in  l i q u i d  

15 r e s e r v e s  i n  an amount no t  l e s s  t han  f i v e  p e r  c e n t  of t h e  corpora- 

16 t i o n ' s  s u b s c r i p t i o n  income c o l l e c t e d  i n  t h e  preceding y e a r  of . 

17 not  exceeding two m i l l i o n  d o l l a r s ,  p l u s  two and one-half p e r  c e n t  

18 of such income exceeding two m i l l i o n  d o l l a r s  bu t  no t  exceeding 

19 t e n  m i l l i o n  d o l l a r s ,  p l u s  one pe r  c e n t  of such income exceeding t e n  

20 m i l l i o n  d o l l a r s ;  b u t ,  i n  no event  s h a l l  such r e s e r v e s  be l e s s  than 

21 f i f t y  thousand d o l l a r s .  A l l  co rpo ra t ions  s u b j e c t  t o  t h e  provi-  

22 s i o n s  of t h i s  a r t i c l e  s h a l l  p l ace  on d e p o s i t  wi th  t h e  commissioner 

2 3  a  guaran tee  fund of cash  o r  approved s e c u r i t i e s  i n  an amount 

24 determined by such formula, b u t  no t  l e s s  t han  f i f t y  thousand dol-  

2 5  l a r s  nor  more than  one hundred f i f t y  thousand d o l l a r s .  Any amount 

26 of s a i d  l i q u i d  r e s e r v e s  i n  excess  of one hundred f i f t y  thousand 

27 d o l l a r s  s h a l l  be maintained by t h e  co rpo ra t ion  a t  a l l  t imes,  b u t  

28 s h a l l  be r equ i r ed  t o  be placed on d e p o s i t  w i th  t h e  insurance com-

29 miss ioner .  
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1 

(2) The cash  o r  securit ies r e p r e s e n t i n g  t h e  guaran tee  fund 

r equ i r ed  by t h i s  s e c t i o n  s h a l l  be depos i t ed  wi th  t h e  commirsioner 

who s h a l l  g i v e  r e c e i p t s  f o r  a l l  s e c u r i t i e s  s o  depos i t ed  wi th  him 
4 

t o  t h e  co rpo ra t ion  d e p o s i t i n g  them, It s h a l l  be t h e  du ty  of t h e  
9 commissioner upon t h e  r e c e i p t  of such s e c u r i t i e s  t o  f o r t h w i t h  

d e p o s i t  t h e  same i n  t h e  presence of an au tho r i zed  o f f i c e r  of  t h e  
7 d e p o s i t i n g  co rpo ra t ion ,  i n  a s a f e t y  d e p o s i t  box, a c c e s s i b l e  only  

* t o  t h e  commiosioner o r  h i s  r e p r e s e n t a t i v e ,  and an au tho r i zed  of -  

f i c e r  of  t h e  co rpo ra t ion ,  i n  t h e  v a u l t  of any bank, t r u s t  company, 

lo o r  s a f e t y  d e p o s i t  company i n  t h e  c i t y  and county of Denver t o  be 

l1 s e l e c t e d  by t h e  commissioner, and t h e  d e p o s i t i n g  co rpo ra t ion  s h a l l  

l2 pay t h e  s e v e r a l  f e e s  f o r  euch boxes-. So long a s  t h e  d e p o s i t i n g  

l3 co rpo ra t ion  s h a l l  con t inue  s o l v e n t  t h e  commissioner s h a l l  permit  

l4 such co rpo ra t ion  t o  c o l l e c t  and r e c e i v e  t h e  i n t e r e s t  and d iv idends  

l4 on t h e  s e c u r i t i e s  s o  depos i t ed ,  and from time t o  t i n e ,  withdraw 

l6 any such s e c u r i t i e s  on d e p o s i t i n g  o t h e r  a c c e p t a b l e  s e c u r i t i e s  i n  

l7 t h e  p l ace  of  t h o s e  s o  withdrawn. I f  t h e  commissioner s h a l l  w i l l -

l8 f u l l y  f a i l ,  r e f u s e ,  o r  n e g l e c t  t o  f a i t h f u l l y  keep, d e p o s i t ,  and 

l9 account  f o r  any such s e c u r i t i e s  r ece ived  by him, o r  s h a l l  w i l l -

f u l l y  f a i l ,  r e f u s e ,  o r  n e g l e c t  t o  f u r n i s h  proper  c e r t i f i c a t e  of 

21 s e c u r i t i e s  so  held  by him, t h e  commissioner s h a l l  be r e s p o n s i b l e  

22 t h e r e f o r  upon h i s  o f f i c i a l  bond, and s u i t  may be brought upon s a i d  

23 bond by any person damaged by ouch f a i l u r e ,  r e f u s a l ,  o r  neg lec t .  

24 72-23-14. Scope of b e n e f i t s .  The b e n e f i t s  o r  s e r v i c e s  which 

25 a co rpo ra t ion  s u b j e c t  t o  t h e  p r o v i s i o n s  of t h i s  a r t i c l e  may con-

26 t r a c t  t o  make a v a i l a b l e  t o  i t s  members o r  s u b s c r i b e r s  s h a l l  inc lude  

27 a l l  of t h e  s e r v i c e s  made a v a i l a b l e  by h o s p i t a l s ,  o r  o t h e r  l i c e n s e d  

28 h e a l t h  c a r e  i n s t i t u t i o n s ,  d o c t o r s  of medicine,  os teopa thy ,  

29 



1 d e n t i s t r y ,  and pod ia t ry ,  nurs ing  s e r v i c e s ,  app l i ances ,  drugs ,  

2 medicine, ambulance s e r v i c e ,  end such o t h e r  h e a l t h  s e r v i c e s  o r  

3 i tems a s  t h e  board of t r u s t e e s  of any such co rpo ra t ion  may approve; 

4 provided,  t h a t  no co rpo ra t ion  s u b j e c t  t o  p rov i s ions  of t h i s  a r t i c l e  

3 may o f f e r  t o  i t s  members o r  s u b s c r i b e r s  any c e r t i f i c a t e  o r  form 

6 which would provide f o r  a  ca sh  payment o r  al lowance f o r  s i ckness ,  

7 a c c i d e n t ,  d i s a b i l i t y ,  o r  dea th ,  o t h e r  t han  payments of  o r  toward 

8 t h e  charges  made by t h e  purveyors of t h e  h e a l t h  s e r v i c e s  covered 

by t h e  c e r t i f i c a t e s  i s sued  by s a i d  co rpo ra t ion ,  o r  any form of 

c a s u a l t y  o r  l i f e  insurance  u n l e s s  such co rpo ra t ion  s h a l l  f i r s t  

comply wi th  t h e  s t a t u t e s  of t h i s  s t a t e  a p p l i c a b l e  t o  companies o f -  

f e r i n g  such forms of i n su rance ,  

72-23-15. Approval of b e n e f i t  c e r t i f i c a t e s .  ( 1 )  On and 

a f t e r  t h e  e f f e c t i v e  d a t e  of t h i s  a r t i c l e ,  no co rpo ra t ion  s u b j e c t  

t o  t h e  p rov i s ions  hereof s h a l l  d e l i v e r  o r  i s s u e  f o r  d e l i v e r y  i n  

t h i s  s t a t e  any s u b s c r i p t i o n  c e r t i f i c a t e  o r  membership c e r t i f i c a t e  

17 d e s c r i b i n g  t h e  h e a l t h  b e n e f i t s  a v a i l a b l e  thereunder ,  o r  any en- 

18 dorsement, r i d e r ,  o r  a p p l i c a t i o n  which becomes a  p a r t  t h e r e o f ,  

19 u n t i l  a copy of t h e  form and t h e  schedule  of r a t e s ,  dues,  f e e s ,  o r  

20 o t h e r  p e r i o d i c  charges  a p p l i c a b l e  t h e r e t o ,  t o  be pa id  by sub- 

21 s c r i b e r s  o r  members, have been f i l e d  wi th  t h e  commissioner; nor  

22 s h a l l  any such c e r t i f i c a t e  endorsement, r i d e r ,  o r  a p p l i c a t i o n  be 

23 used u n t i l  t h e  e x p i r a t i o n  of t h i r t y  days a f t e r  t h e  f i l i n g  t h e r e o f ,  

24 u n l e s s  t h e  commissioner s h a l l  sooner  g i v e  h i s  w r i t t e n  approval  

25 t h e r e t o .  The commissioner s h a l l  n o t i f y ,  i n  w r i t i n g ,  t h e  corpora- 

26 t i o n  which has f i l e d  any such form i f  it does no t  comply wi th  t h e  

27 requirements  of law, o r  i f  it c o n t a i n s  any p rov i s ion  which i s  

28 decep t ive  and ambiguous o r  mis lead ing ,  spec i fy ing  t h e  reasons  f o r  



1 h i r  opinion. I n  a11  o t h e r  carer the comirrioner s h a l l  give his 
2 approval. 

3 (2)  Af ter  t h e  exp i ra t ion  of such t h i r t y  dsyr from t h e  f i l i n g  

4 of any ruch form, o r  a t  any time a f t e r  having given written ap-

8 proval the reof ,  the  commiclaioner, a f t e r  a hearing of which a t  least 

6 t e n  days w r i t t e n  n o t i c e  has been given t o  t h e  corpora t ion  i s ru lng  

7 such form, may withdraw approval i f  he f ind8  s a i d  form i r  being 

8 offered  t o  t h e  publ ic  by means of adver t i s ing ,  communications, or 

9 disseminat ion of information which is  decept ive o r  mirleading. 

10 Such disapproval  .hall  be e f f e c t e d  by written oxder of the commie-

11 s ioner ,  which r h a l l  s t a t e  t h e  g ~ u n d s  f o r  di.sapprove1 end t h e  

12 da te ,  not less than t h i r t y  days a f t e r  such hearing when t h e  with- 

13 drawal of approval s h a l l  become e f f e c t i v e .  

14 72-23-16. Cont rac ts  with o t h e r  orcaanizetionq, Any corpora-

15 t i o n  sub jec t  t o  t h e  provis ions of t h i s  a r t i c l e  may con t rac t  with 

16 any agency, ins t rumenta l i ty ,  ' o r  p o l i t i c a l  subdivis ion of t h e  

17 United S t a t e s  of America, o r  of t h e  s t a t e  of Colorado f o r  t h e  mak- 

18 ing a v a i l a b l e  of h o s p i t a l ,  medical-surgical ,  and o t h e r  h e a l t h  care  

19 se rv ices ,  and i n  a i d  o r  fur therance  of such con t rac t  may accept ,  

20 rece ive ,  and adminis te r  i n  t r u s t ,  funds d i r e c t l y  o r  i n d i r e c t l y  

21 made a v a i l a b l e  by such agency, ins t rumenta l i ty ,  o r  p o l i t i c a l  sub- 

22 d iv i s ion .  Any such corporat ion may a l s o  subcontract  with any 

23 organiza t ion  which has contracted with any agency, ins t rumenta l i ty ,  

24 o r  p o l i t i c a l  subdivis ion of t h e  United S t a t e s  of America, o r  of 

25 t h e  s t a t e  of Colorado f o r  t h e  fu rn i sh ing  of h o s p i t a l ,  medical-

26 s u r g i c a l ,  o r  o t h e r  h e a l t h  s e r v i c e s  by which subcontract  such cor- 

27 porat ion undertakes t o  f u r n i s h  t h e  se rv ices  spec i f i ed  by t h e  bas ic  

28 cont rac t .  Any corpora t ion  sub jec t  t o  t h e  provis ions  of t h i s  



1 a r t i c l e  may a l r o  enter i n t o  agreement8 o r  c o n t r a c t 8  w i th  o t h e r  


2 s i m i l a r  o r g a n i z a t i o n s  o r  c o r p o r a t i o n s  l i c e n r e d  t o  do bus iness  i n  


3 t h i s  s t a t e  o r  any o t h e r  s t a t e  f o r  t h e  t r a n s f e r  of s u b s c r i b e r s  o r  


4 members, f o r  t h e  r e c i p r o c a l  o r  j o in t  p rov is ion  of benef i t 8  t o  the 


5 ~ u b s c r i b e r so r  members of ouch co rpo ra t ion  and such o r g a n i ~ a t i o n a  


6 o r  such o t h e r  j o i n t  under tak ings  a s  t h e  c o r p o r a t i o n l e  board of 


7 d i r e c t o r s  o r  t r u s t e e s  may approve. 


8 72-23-17. Enrollment r e ~ r e s e n t a t i v a  def ined.  A person who, 


9 f o t  compensation, s o l i c i t s  s u b s c r i p t i o n  t o  o r  t h e  es tab l i shment  of 


16 membership i n  a  prepayment p lan  o f f e r e d  by a  co rpo ra t ion  s u b j e c t  


11 t o  t h e  prov is ione  of t h i s  a r t i c l e ,  o r  t r a n s m t t s  f o r  a person o t h e r  


12 t han  himself  an a p p l i c a t i o n  f o r  such su$sc r ip t ion  o r  membership, 


13 o r  o f f e r s  o r  assumes t o  a c t  i n  t h e  n e g o t i a t i o n  the reo f  s h a l l  be 


14 an enrol lment  r e p r e s e n t a t i v e  o r  agent  w i th in  t h e  i n t e n t  of t h i s  


13 a r t i c l e .  


72-23-18. L icans ina  of r e ~ r e s e ~ t a t i v e a .  Every co rpo ra t ion  

17 s u b j e c t  t o  t h e  p rov i s ions  of t h i s  a r t i c l e  s h a l l  n o t i f y  t h e  cornmile- 

18 s i o n e r  through i t s  proper  o f f i c e r  o r  agent  of t h e  name, t i t l e ,  and 

19 addres s  of each person it d e s i r e s  appointed t o  a c t  a s  t h e  corpora- 

20 t i o n ' s  enrol lment  r e p r e s e n t a t i v e  o r  agent .  The n o t i c e  s h a l l  be 

21 accompanied by an  a p p l i c a t i o n  from t h e  appoin tee ,  and s h a l l  be i n  

22 w r i t i n g  upon a  form fu rn i shed  by t h e  commissioner. If upon re-

2 3  c e i p t  of such w r i t t e n  n o t i c e ,  when accompanied by t h e  f e e  r equ i r ed  

24 by s e c t i o n  72-23-9, it appea r s  t h a t  t h e  appoin tee  i s  a competent 

25 and s u i t a b l e  person.who i n t e n d s  t o  hold himself o u t  i n  good f a i t h  

26 a s  t h e  c o r p o r a t i o n ' s  agent ,  and t h a t  he q u a l i f i e s  under t h e  provi-  

27 s i o n s  of  t h i s  s e c t i o n ,  t h e  commissioner s h a l l  i s s u e  t o  such ap- 

28 po in t ee  a  l i c e n s e  which s h a l l  s t a t e  i n  subs tance  t h a t  t h e  person 



1 named t h e r e i n  i s  a  c o n s t i t u t e d  enrol lment  r e p r e s e n t a t i v e  o r  agent 

of t h e  co rpo ra t ion  i n  t h i s  s t a t e .  The commissioner may a t  any 

t ime p r i o r  t o  t h e  g r a n t i n g  of such l i c e n s e  r e q u i r e  an appoin tee  t o  

submit t o  an examination,  i n  a form p re sc r ibed  by t h e  commissioner, 

on t h e  q u a l i f i c a t i o n s  of such person t o  a c t  a s  an enrol lment  repre-  

s e n t a t i v e  o r  agent  i n  t h i s  s t a t e .  

72-23-19. Renewals of l i c ense%.  I f  f o r  cause  shown, and 

a f t e r  a  hear ing  o r  examination t h e  commissioner s h a l l  determine 

any person t o  be u n s u i t a b l e  t o  a c t  a s  an enro l lment  r e p r e s e n t a t i v e  

o r  agen t ,  he s h a l l  thereupon r e f u s e  t o  i s s u e  a l i c e n s e  o r  s h a l l  

revoke any l i c e n s e  prev ious ly  i s sued ,  and s h a l l  n o t i f y  i n  w r i t i n g  

bo th  t h e  appoin tee  and t h e  c o r p o r a t i o n  of such r e f u s a l .  Unless  

13 revoked by t h e  commissioner o r  u n l e s s  t h e  c o r p o r a t i o n  by w r i t t e n  

14 n o t i f i c a t i o n  t o  t h e  commissioner c a n c e l s  t h e  a u t h o r i t y  of an agent  

13 o r  r e p r e s e n t a t i v e  t o  a c t  f o r  it, any l i c e n s e  i s sued  o r  any renewal 

16 t he reo f  s h a l l  e x p i r e  on t h e  f i r s t  day of January nex t  a f t e r  i t s  

17 i s suance  and may be renewed annua l ly  upon payment of t h e  annual  

18 l i c e n s e  renewal f ee .  

19 72-23-20. Examinations and i n v e s t i q a t i o n s .  The commissioner, 

20 o r  any person au tho r i zed  by him, s h a l l  have t h e  power t o  examine 

21 t h e  f i n a n c i a l  c o n d i t i o n ,  a f f a i r s ,  and management of any corpora- 

22 t i o n  s u b j e c t  t o  t h e  p r o v i s i o n s  of t h i s  a r t i c l e .  For such purpose 

23 he s h a l l  have f r e e  a c c e s s  t o  a l l  t h e  books, papers ,  and documents 

24 r e l a t i n g  t o  t h e  bus ines s  of t h e  c o r p o r a t i o n ,  and may summon w i t -

25 nes ses  and a d m i n i s t e r  o a t h s  and a f f i r m a t i o n s  i n  t h e  examination of 

26 t h e  d i r e c t o r s ,  t r u s t e e s ,  o f f i c e r s ,  agen t s ,  r e p r e s e n t a t i v e s ,  o r  

27 employees of such c o r p o r a t i o n ,  o r  any o t h e r  person i n  r e l a t i o n  t o  

28 i t s  a f f a i r s ,  t r a n s a c t i o n s ,  and cond i t i ons .  The commissioner s h a l l  
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make a n  examination of each co rpo ra t ion  s u b j e c t  t o  t h e  p rov i s ions  

of t h i s  a r t i c l e  a t  l e a s t  once every  t h r e e  yea r s ,  and t h e  corpora- 

t i o n  exaillined s h a l l  pay t o  t h e  t r e a s u r e r  of t h e  s t a t e  of Colorado 

a f e e  of f i f t y  d o l l a r s  f o r  each examiner f o r  each day r equ i r ed  i n  

making such examination. 

72-23-21. Revocation of c e r t i f i c a t e  - a p ~ e a i .  ( 1 )  The com- 

miss ioner  s h a l l  n o t  make pub l i c  t h e  r e s u l t  of any examination o r  

i n v e s t i g a t i o n  of any c o r p o r a t i o n  found t o  be i n s o l v e n t ,  o r  wi th  

i t s  c a p i t a l  impaired p r i o r  t o  suspending o r  revoking t h e  a u t h o r i t y  

of such company t o  do bus ines s  i n  t h i s  s t a t e .  I f  t h e  commissioner 

determines ,  a f t e r  examination,  hear ing ,  o r  o t h e r  evidence,  t h a t  

such co rpo ra t ion  i s  i n  an unsound cond i t i on ,  o r  has  f a i l e d  t o  

comply wi th  t h e  law, o r  w i th  t h e  p rov i s ions  of i t s  c h a r t e r ,  o r  

t h a t  i t s  c o n d i t i o n  i s ,  o r  i t s  methods a r e ,  such a s  t o  r ende r  i t s  

o p e r a t i o n s  hazardous t o  t h e  p u b l i c ,  o r  t o  i t s  s u b s c r i b e r s ,  o r  t h a t  

i t s  a c t u a l  a s s e t s ,  e x c l u s i v e  of i t s  c a p i t a l ,  a r e  less than  i t s  

l i a b i l i t i e s ,  o r  if i ts  o f f i c e r s  o r  agen t s  r e f u s e  t o  submit t o  

examination,  o r  t o  perform any l e g a l  o b l i g a t i o n  r e l a t i v e  t h e r e t o ,  

o r  r e f u s e  on behalf  of t h e  c o r p o r a t i o n  t o  pay t h e  examination 

charges ,  he s h a l l  suspend o r  revoke a l l  c e r t i f i c a t e s  of a u t h o r i t y  

g ran ted  t o  s a i d  co rpo ra t ion ,  and t o  i t s  o f f i c e r s  o r  agen t s ,  and 

s h a l l  cause  n o t i c e  t he reo f  t o  be  publ ished i n  one o r  more d a i l y  

newspapers publ ished i n  t h e  c i t y  and county of Denver, which 

s h a l l  have a  g e n e r a l  s t a t e  c i r c u l a t i o n ,  and no s o l i c i t a t i o n  of 

new bus iness  s h a l l  t h e r e a f t e r  be done by it o r  i t s  agen t s  i n  t h i s  

s t a t e ,  whi le  such d e f a u l t  o r  d i s a b i l i t y  cont inues ,  nor  u n t i l  i t s  

a u t h o r i t y  t o  do bus ines s  i s  r e s t o r e d .  Before suspending o r  re-

voking t h e  c e r t i f i c a t e  of a u t h o r i t y  of any such co rpo ra t ion ,  
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unless it i s  i n s o l v e n t  o r  i t s  c a p i t a l  impaired,  t h e  commissioner 

s h a l l  g r a n t  f i f t e e n  days  i n  which t o  show cause  why such a c t i o n  

should no t  be taken.  

(2) A co rpo ra t ion  whose c e r t i f i c a t e  of a u t h o r i t y  has  been 

suspended o r  revoked by t h e  commissioner, may appea l ,  w i th in  

f i f t e e n  days from such o r d e r  t o  t h e  d i s t r i c t  c o u r t  of  t h e  c i t y  

and county of Denver, which c o u r t ,  upon t h e  f i l i n g  of t h e  proper  

p e t i t i o n ,  s h a l l  cause  t h e  r eco rds  and o r d e r s  of t h e  commissioner 

t o  be brought b e f o r e  it, and upon hear ing  of t h e  c a s e  by t h e  c o u r t  

de novo, t h e  c o u r t  s h a l l  by i t s  f i n a l  decree ,  e i t h e r  confirm o r  

revoke t h e  o r d e r  of t h e  commissioner. 

( 3 )  The c o u r t  s h a l l  have t h e  power t o  make an o r d e r  sus-

pending o r  s t a y i n g  t h e  o r d e r  of t h e  commissioner suspending o r  

revoking t h e  l i c e n s e  of a c o r p o r a t i o n  pending t h e  appea l ;  pro-

vided,  t h a t  t h e  c o r p o r a t i o n  appea l ing  s h a l l  g i v e  a  bond, w i th  

s u r e t i e s  s a t i s f a c t o r y  t o  t h e  c o u r t ,  i n  such amount a s  t h e  c o u r t  

determines  t o  be j u s t  and proper ,  condi t ioned  t o  pay t o  t h e  s t a t e  

and t o  any and a l l  persons  whomsoever any a l l  l o s s  t h a t  may be 

s u s t a i n e d  by reason of t h e  s t a y  o r  suspension of such o r d e r  of 

s a i d  commissioner, and t h a t  du r ing  t h e  per iod  al lowed f o r  t ak ing  

such appea l ,  t h e  p u b l i c a t i o n  of n o t i c e  of t h e  r evoca t ion  o r  sus- 

pension of l i c e n s e  of  such c o r p o r a t i o n  a s  provided by t h i s  sec-

t i o n ,  s h a l l  no t  be made. I f  t h e  o r d e r  of t h e  commissioner has  

been s t ayed  o r  suspended by t h e  o r d e r  of s a i d  c o u r t ,  such publ i -  

c a t i o n  s h a l l  no t  be made u n t i l  a f t e r  t h e  d i scha rge  of such s t a y  

o r  u n t i l  t h e  a f f i r m a t i o n  of such o r d e r  of r evoca t ion  o r  suspen- 

sion. 

( 4 )  Upon appea l ,  t h e  c o r p o r a t i o n  s h a l l  be e n t i t l e d  t o  a 
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t r i a l  by j u r y  upon a l l  i s s u e s  of f a c t .  I f  t h e  t r i a l  i s  by ju ry ,  

t h e  c o u r t  s h a l l  submit t o  t h e  j u r y  s p e c i f i c  r e q u e s t s  t o  f i n d ,  

cover ing t h e  m a t t e r s  i n  i s s u e  s e p a r a t e l y ,  and t h e  j u r y  s h a l l  r e t u r n  

a s p e c i a l  v e r d i c t  upon each ques t ion  submit ted,  and i f  by such 

v e r d i c t  it s h a l l  be found t h a t  t h e  co rpo ra t ion ,  a s s o c i a t i o n ,  o r  

s o c i e t y  i s  i n s o l v e n t  because of o b l i g a t i o n s  due and unpaid which 

exceed i t s  a s s e t s ,  t h e  c o u r t  may r ende r  judgment t h a t  it be en-

joined from e x e r c i s i n g  any co rpo ra t e  r i g h t s ,  p r i v i l e g e s ,  o r  f r an -  

c h i s e s  i n  t h i s  s t a t e .  

(5) ( a )  I n  t h e  event  of such a  f i n d i n g  of insolvency,  t h e  

commissioner s h a l l  have and e x e r c i s e  a l l  of t h e  powers and au- 

t h o r i t i e s  s e t  f o r t h  i n  a r t i c l e  17  of c h a p t e r  72, C e R e S e  1963, known 

a s  t h e  "Uniform I n s u r e r s  L iqu ida t ion  Actw.  

( XF mo s h a r g e  of insolvency i s  made, o r ,  i f  made, i s  no t  

erslta'blisAed 'by Ptihe ve~&$cko f  t h e  j u ry ,  b u t  it s h a l l  be found by 

we% v e r d i c t  Tha t  'themmpora t ion ,  a s s o c i a t i o n ,  o r  s o c i e t y  has  

e e e e d e d  i t s  c o r p o r a t e  powers o r  f a i l e d  t o  comply wi th  any pro- 

v%skans of t h i s  a r t i c l e  o r  has  done o r  committed any a c t  f o r  which 

i t s  9Lcense mrp be revoked o r  suspended under any of t h e  pro- 

vis . idns  o'f 'tlh'i's a r t i c l e ,  o r  has  conducted i t s  bus ines s  unlawful ly  

o r  fraudulen't?y, t h e  c o u r t  may make and e n t e r  judgment en jo in ing  

and restrafnSmg S t  from t h e  commission of such a c t s  o r  such of 

them a s  t h e  cum't may determine,  and i n  c a s e  of f a i l u r e  t o  d e s i s t  

therefrom withan t h e  time t o  be s p e c i f i e d  i n  such judgment, t h a t  

t h e  corpora't'riltfn'be p e r p e t u a l l y  en jo ined  from doing any f u r t h e r  

bus ines s  i n  'ttiis S t a t e .  Pending t h e  t r i a l  i f  no bond has  been 

given a s  provitkek upon motion of t h e  a t t o r n e y  gene ra l  and upon 

n o t i c e  t o  fhe(carpcm?R4.m, a s s o c i a t i o n ,  o r  s o c i e t y ,  t h e  c o u r t  may 
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1 g r a n t  an i n j u n c t i o n  r e s t r a i n i n g  it and i t s  o f f i c e r s  from col lect-

2 ing any d e b t ,  o r  demand and from paying ou t  o r  i n  any way t r e n s -

3 f e r r i n g  o r  d e l i v e r i n g  t o  any person any money, proper ty ,  o r  ef-

4 fec ts ,  dur ing  t h e  pendency of t h e  proceedings except by d i r e c t i o n  

5 of t h e  c o u r t ,  and may appoin t  one or  more temporary r e c e i v e r s  i n  

6 such cases .  From t h e  decree  of s a i d  d i s t r i c t  c o u r t  a w r i t  of 

7 e r r o r  s h a l l  l i e  t o  t h e  supreme c o u r t  o f  t h e  s t a t e  a s  i n  o t h e r  


8 cases ;  and it s h a l l  be t h e  du ty  of t h e  d i s t r i c t  c o u r t  and of t h e  


9 supreme c o u r t  t o  advance t h e  hear ing  of s a i d  ma t t e r  a s  f a r  a s  


10 j u s t i c e  and t h e  bus ines s  of t h e  cour t  may permit .  

11 72-23-22. Complaints. Any i n d i v i d u a l  s u b s c r i b e r  of a cor-

12 pora t ion  s u b j e c t  t o  t h e  p rov i s ions  of t h i s  a r t i c l e  who be l i eves  

13 himself t o  be aggrieved by any a c t  o r  omission of such corpora t ion  

14 o r  i t s  o f f i c e r s ,  d i r e c t o r s ,  a g e n t s ,  o r  r e p r e s e n t a t i v e s ,  may f i l e  a 

13 s ta tement  i n  w r i t i n g  of h i s  g r ievance  i n  t h e  o f f i c e  of t h e  com- 

16 miss ioner  and t h e  commissioner may make such i n v e s t i g a t i o n  of such 

17 grfevance a s  the deems appropr i a t e .  No such i n v e s t i g a t i o n  by t h e  

18 ~mrn~s:s%umrdhaB2 a c t  a s  a  b a r  t o  any s u i t  i n  a  c o u r t  of compe-

19 Juaisd'ictiian i n s t i t u t e d  by any such member o r  subsc r ibe r ,  o r  

28 .;irny defense  t ' h r e t o  by t h e  co rpora t ion  involved.  

21 32-23-23. R e Q U 1 a t i o . b ~ ~lrl t h e  implementation of t h i s  a r t i c l e ,  

22 t h e  commissioner may, a f t e k  n o t i c e  and hear ing ,  pmmulgdta such 

23 reasonable  r u l e s  and r e g u l a t i o n s  n6 t  incohsistefht  wi th  t h e  pra-

24 v i s i o n s  of t h i s  c h a p t e r  a s  he s h a l l  deem necessary f o r  the  prope t  

25 a d m i n i s t r a t i o n  of t h i s  a r t i c l e .  

26 72-23-24. Exemption of d i r e c t  payment me'hhods. No%hing con- 


Yained i n  t h i s  a ~ z c l e  s h a l l  be construed t o  aff-crt o r  . q p ' l y  t o  


,=h o s p i t a l s ,  o r  o t h e r  l i c e n s e d  )hea l th  c a r e  ins'titutiiruns,, mar t o  any 
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i nd iv idua l s ,  pa r tne r sh ips ,  a s s o c i a t i o n r ,  o r  corpora t ion8  which' axe 

t h e  d i r e c t  purveyors of h e a l t h  se rv ices ;  nor s h a l l  anything con- 

t a i n e d  he re in  be construed t o  i n  any way l i m i t  t h e  r i g h t s  of such 

h o s p i t a l s ,  o r  o t h e r  l i censed  h e a l t h  c a r e  i n s t i t u t i o n $  o r  purveyors 

of h e a l t h  s e r v i c e s  t o  e s t a b l i s h  methods of payment d i r e c t l y  with  

t h e  purchasers  of t h e i r  s e r v i c e s ;  provided, t h a t  t h e  commissioner 

may r e q u i r e  from any such i n s t i t u t i o n  o r  purveyor of s e r v i c e  such 

information a s  w i l l  enable  him t o  determine whether any such a r -

rangements f o r  payment f o r  s e r v i c e s  a r e  s u b j e c t  t o  t h e  provis ions  

of t h i s  a r t i c l e .  

SECTION 2. E f f e c t i v e  da te .  Th i s  a c t  c h a l l  t a k e  e f f e c t  on 

J u l y  1, 1967; bu t ,  any co rpora t ion  organized p r i o r  t o  t h e  passage 

of t h i s  a c t ,  under t h e  laws of t h e  s t a t e  of Colorado r e l a t i n g  t o  

corpora t ions  no t  f o r  prof it, f o r  t h e  purpose of adminis ter ing,  

maintaining,  and ope ra t ing  a  h e a l t h  s e r v i c e  plan,  a s  descr ibed  i n  

t h i s  a c t ,  s h a l l  be allowed a  per iod  of one y e a r  a f t e r  t h e  e f f ec -  

t i v e  d a t e  of t h i s  a c t  t o  make t h e  a p p l i c a t i o n s  and f i l i n g s  and t o  

meet t h e  requirements s e t  f o r t h  i n  t h i s  a c t .  

SECTION 3. Sa fe ty  c lause .  The gene ra l  assembly hereby 

f i n d s ,  determines,  and d e c l a r e s  t h a t  t h i s  a c t  is necessary f o r  

t h e  immediate p rese rva t ion  of t h e  pub l i c  peace, h e a l t h ,  and 

sa fe ty .  
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A BILL FOR AN ACT 

RELATINO TO TITLE INSURANCE. 

Be it enacted b~ the General Assembly of rhe State of Colorado: 
SECTION 1. Short title. This act shall be known and may 


be cited as "The Title Insurance Code of ~olorado". 


SECTION 2. Definitions. (1) As used'in this act, unless 


the context otherwise requires: 


(2) "Title insurance" means insuring, guaranteeing, ot 

indemnifying owners of real property or othets interested there- 

in against loss or damage suffered by reason of liens, encum-

brances upon, defects in, or the unmarketability of the title 

to said property. 

(3) The "business of title insurance" means the making or 

proposing to make, as insurer, guarantor, or surety, of any con- 

tract or policy of title insurance; or the transacting or pro- 

posing to transact, as insurer, guarantor, or surety, any phase 

of title insurance, including solicitation, negotiation prelimin- 

ary to execution, execution of a contract of title insurance, 

and transacting matters subsequent to the execution of the con- 

tract and arising out of it, including reinsurance. 

( 4 )  "Title insurance company" means any domestic company 

organized under the provisions of this act for the purpose of 
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insuring titles to real property; any title insurance company 


organized under the laws of another state or foreign government 


and licensed to insure titles to real estate within this state 


pursuant to section 22 of this act; and any domestic, foreign, or 


alien company having the power and authorized to insure titles 


to real estate within this state on or before the effective date 


of this act and which meets the requirements of this act. 


(5) "Applicants for insurance" shall be deemed to include 


all those whether or not a prospective insured, who from time to 


time apply to a title insurance company, or to its agent, for 


title insurance, and who at the time of such application are not 


agents for a title insurance company. 


( 6 )  "Premium" for title insurance is that portion of the 

rate charged by a title insurance company, agent for a title 

insurance company, or either of them, to an insured or an appli- 

cant for insurance for the assumption by the title insurance 

company of the risk created by the issuance of the title insur- 

ance policy, including the cost of doing business and a reason- 

able profit as contemplated by the provisions of section 42 of 

this act, but excluding the standard service charge which is an 

amount added to the premium to cover the normal cost of procur- 

ing evidence of title involving a single chain of title. 

(7) "~ee" for title insurance means the total gross charge 

for title insurance including the premium, the standard service 

charge, and any additional charges for abstracting, title search 

and examination of title, made by a title insurance company, 


agent for a title insurance company, or either of them, to an 


insured or an applicant for insurance for any policy or contract 
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for the issuance of title insurance. 


(8) ommi missioner" means the insurance commissioner of the 

state of Colorado. 


( 9 )  "Approved attorney" means an attorney at law, who is 

not an employee of a title insurance'company or of a title insur- 

ance agent, upon whose examination of title and report thereon a 

title insurance company may issue a policy of title insurance. 

(10) "Title insurance agent" means a person, firm, associa- 


tion, corporation, or joint-stock company authorized by a title 


insurance company to solicit insurance or to collect premiums, or 


to issue or countersign po,licies in its behalf; but, the term 


"title insurance agent" shall not include employees of any title 


insurance company authorized to do a title insurance business 


within this state. 


(11) "Single insurance risk" means the insured amount of 


any policy or contract of title insurance issued by a title insur- 


ance company unless two or more policies or contracts are simul- 


taneously issued on different estates in identical real property, 


in which event, it means the sum of the insured amounts of all 


such policies or contracts. Any such policy or contract that in- 


sures a mortgage interest that is excepted in a fee or leasehold 


policy or contract, and which does not exceed the insured amount 


of such fee or leasehold policy or contract, shall be excluded in 


computing the amount of a single insurance risk. 


(12) "~et retained liability" means the total liability re- 


tained by a title insurance company under any policy or contract 


of insurance, or under a single insurance risk as defined in or 


computed in accordance with section 2 (ll), after the purchase 

# 

of reinsurance. 
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1 (13) " ~ o r e i g nt i t l e  insurance company" means a t i t l e  insur- 

2 ance company organized under the laws of any other s t a t e  of the 

3 United Sta tes .  

4 (14) "Alien t i t l e  insurance company" means any t i t l e  insur- 

5 ance company incorporated o r  organized under the laws of any 

6 foreign nat ion,  o r  of any province or  t e r r i t o r y  thereof ,  not in-

7 cluded under the de f in i t i on  of foreign t i t l e  insurance company. 

8 SECTION 3. Compliance with a c t  required. On and a f t e r  the 

9 e f f ec t ive  date  of t h i s  a c t ,  no person, f i rm, associa t ion,  cor-

10 poration,  cooperative, joint-stock company, o r  t r u s t  s h a l l  under- 

11 wri te  or  i s sue  a policy of, t i t l e  insurance or  otherwise engage i n  

12 the  business of t i t l e  insurance i n  t h i s  s t a t e  unless authorized 

13 by the provisions of t h i s  a c t  t o  t ransact  such a business. 

14 SECTION 4.  Corporate form required. Any domestic t i t l e  

15 insurance company hereaf te r  formed s h a l l  be organized as  a stock 

16 corporation a s  provided i n  sect ion 72-1-42, C.R.S. 1963, except 

17 as  otherwise specif ied  i n  t h i s  ac t .  

18 SECTION 5. Financial requirements. (1) Every t i t l e  insur- 

19 ance company s h a l l  have a minimum c a p i t a l ,  which s h a l l  be paid i n  

X )  and maintained, of not l e s s  than two hundred thousand do l l a r s ,  

21 and, i n  addi t ion,  paid-in i n i t i a l  c a p i t a l  surplus of a t  l e a s t  

22 one hundred thousand do l l a r s .  

23 (2) Every t i t l e  insurance company s h a l l ,  p r i o r  t o  the issu-  

24 ance of any policy of t i t l e  insurance i n  t h i s  s t a t e ,  have on 

25 deposit  the sum of one hundred thousand do l l a r s  a s  a guarantee 

26 fund f o r  the secur i ty  and protect ion of i t s  policyholders,  

27 wherever s i t ua t ed ,  o r  benef ic ia r ies  under such po l ic ies .  The 

28 cash or  s e c u r i t i e s  representing the guarantee fund required by 

29 -
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1 this law shall be deposited, in the case of domestic companies, 


2 with the commissioner of insurance of this state in the manner 

3 provided by law, and, in the case of foreign or alien companies, 

4 with the cmissioner of insurance of this state or with the duly 

5 authorized officer of some other state or states of the United 

6 States. The amount of such guarantee fund shall be increased by 

7 the sum of fifty thousand dollars for each state or territorial 

8 subdivision of the United States, other than the state of its 

9 domicile, in which the title insurance company shall be or become 

10 qualified to engage in the business of title insurance, less the 

11 amount required by and deposited in such other states or terri- 

12 torial subdivisions as guarantee funds. For a foreign or alien 

13 insurer to be allowed credit for deposit in other jurisdictions, 

14 such deposits must be held for the benefit of all policyholders 

15 wherever located and not solely or with preference for those in 

16 the depository jurisdiction. When the aggregate of amounts so 

17 deposited in this or such other states or territorial subdivisions 

18has reached the sum of seven hundred and fifty thousand dollars 

19in qualified guarantee funds, no further deposit shall be re-

20 quired of such title insurance company as a condition of its 

21 qualification to engage in the business of title insurance in 

22this state. 

23 (3) The deposit required to be made by subsection (2) of 

24this section shall be made in lawful money of the United States 

25or in the classes of investments authorized by section 18 (1) and 

26 (2) of this act. 

27 (4) Assets deposited pursuant to subsection (2) of this 

28section may, with the approval of the commissioner, be exchanged 

29 



from time to time for other assets of like value, 


(5) The depositing title insurance company shall receive 


the income, interest, and dividends on any assets deposited, ex- 


cept as otherwise provided in this act. 


( 6 )  Any title insurance company which has deposited assets 

pursuant to subsection (2) of this section may, with the approval 

of the commissioner, withdraw any part of the assets so deposited; 

but if said title insurance company continues to engage in the 

business of title insurance, it shall not be permitted to with- 

draw assets that would reduce the amount of its deposit below 

the amount required by subsection (2) of this section. 

12 (7) Deposits made pursuant to subsection (2) of this section 

13 shall be used solely for the security and protection of the policy- 

14 holders of the policies and contracts of insurance issued, or re- 

15 insurance assumed by such title insurance company. In the event 

16 of insolvency or dissolution of such title insurance company, 

17 such deposits and any income derived therefrom shall be retained 

18 by the commissioner until such time as all outstanding liabilities 

19 created by such policies, contracts, or reinsurance agreements 

20 have been discharged by reinsurance or otherwise, Such deposits, 

21 or so much thereof as shall be necessary, upon the written ap- 

22 proval of the commissioner, may be used in the payment of claims 

23 arising under such policies, contracts, or reinsurance agreements 

24 or to purchase reinsurance thereof. Any amounts then remaining 

25 with the commissioner shall be applied first to the payment of 

26 other obligations of such title insurance company, and second 

27 shall be distributed to such title insurance company or its suc- 


28 cessor, The actions of the commissioner shall be subject to 
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1 j u d i c i a l  review as provided i n  sec t ion  57 of t h i s  ac t .  

2 (8) Every domestic t i t l e  insurance company which on the  

3 e f f ec t ive  date  of t h i s  a c t  has t he  c a p i t a l  required by l a w  and 

4whose reserve fund required by law has been approved by the  s t a t e  

5bank commissioner, s h a l l  have u n t i l  Ju ly  1 i n  the  t en th  year 

6 a f t e r  the e f f ec t ive  date  of t h i s  a c t  t o  comply with the  f i nanc i a l  

7 requirements of t h i s  a c t ;  except, t h a t  the c a p i t a l  and reserve 

8 fund of each such t i t l e  insurance company s h a l l  a t  no time be l e s s  

9 than t h a t  required by law immediately p r i o r  t o  the  e f f ec t ive  date  

10 of t h i s  a c t .  

11 (9) The reserve fund required by l a w  immediately p r io r  t o  

1 2 t h e  e f f ec t ive  da te  of t h i s  a c t  f o r  each domestic t i t l e  insurance 

13 company engaged i n  the  business of t i t l e  insurance s h a l l  be super- 

14 vised by the  commissioner on and a f t e r  the  e f f e c t i v e  date  of t h i s  

1 5 a c t .  A s  soon as  p rac t icab le ,  t he  s t a t e  bank commissioner s h a l l  

16 furnish  t o  the  comiss ioner  a l i s t  of a l l  such t i t l e  insurance 

17 companies and an inventory of s e c u r i t i e s  and deposi ts  approved by 

18 sa id  bank commissioner f o r  the  reserve fund of each such company, 

19 and s h a l l  de l iver  t o  the  commissioner a l l  such s e c u r i t i e s  and de- 

20 pos i t s  then on deposi t  with the  bank commissioner and a l l  s a f e  

21 deposi t  box keys, deposi t  r ece ip t s ,  c e r t i f i c a t e s  of deposi t ,  and 

2 2 o t h e r  evidences o r  means of con t ro l  thereof t o  the  commissioner. 

23 Every bank, savings and loan associa t ion,  o r  o ther  escrow o r  de- 

24 pository agent i s  hereby authorized t o  accept the  subs t i t u t i on  

25 of the insurance commissioner f o r  the  s t a t e  bank commissioner on 

26 any c e r t i f i c a t e  of deposi t  o r  deposi t  r ece ip t ,  o r  any author i ty  

27 t o  en te r  a s a fe  deposi t  box with reference t o  any reserve fund of 

28 a t i t l e  insurance company. Every such bank, savings and loan 
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association, or other escrow or depository agent, and the state 


bank commissioner, shall be held harmless from any liability as 


a result of such substitution, and shall take such action as may 


be necessary or advisable to effect such substitution. 


SECTION 6. Insolvency or capital impairment - procedure. 

(1) A title insurance company shall be deemed insolvent when its 


admitted assets are less than all of its liabilities, excluding 


from such liabilities the aggregate amount of the par value of 


its outstanding capital stock; and its capital shall be deemed 


impaired when its admitted assets are less than its liabilities, 


including as a liability the aggregate amount of the par value of 


the company's outstanding capital stock. If a domestic title 


insurance company is insolvent, its license may be immediately 


revoked or suspended by the commissioner, or it may be granted 


such time in which to become solvent, not exceeding twelve months, 


and under such conditions and requirements as the commissioner 


may determine. If a title insurance company's capital is impaired, 


it shall have six months after that fact is determined to correct 


the impairment, either by reducing its capital and surplus to 


not less than the amounts required by section 5 of this act in 


such a manner that not more than one-third of the net assets 


existing at the time of such capital reduction shall be desig- 


nated as surplus, or by any other method approved by the commis- 


sioner. The commissioner may extend such time for correcting the 


impairment of capital if he deems it to be for the best interest 


of the company or its policyholders so to do. During the time 


allowed for correcting such impairment, the company's license 


to do business shall not be suspended or revoked on account of 
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the impairment. 


(2) For the purposes of subsection (1) of this section, 


liabilities of any title insurance company shall be considered 


in determining the impairment of capital or insolvency of said 


company only to the extent that such liabilities are a charge 


upon, or may be collected from the admitted assets of the com- 


pany, and in the event any such liability can be collected out 


of certain assets only of such company, which assets are partial- 


ly admitted assets, then such liability shall be considered in 


determining impairment or insolvency only to the extent that such 


assets are considered to be admitted assets. 


(3) If any title insurance company other than a domestic 

company authorized to do business in this state is found to be 

insolvent or its capital impaired under the same standards as 

set forth in subsections (1) and (2) of this section, the com- 

missioner may, after notice and hearing, revoke or suspend its 

license to transact business in this state; but the commissioner 

may, if he finds it in the best interest of the company or policy- 

holders so to do, and under such conditions and requirements as 

he may determine, grant time in which to remove the impairment 

or insolvency, such time not to exceed the time which might be 

granted to a domestic company under similar circumstances. 

SECTION 7. Determination of insurability required. No 


policy or contract of title insurance shall be written unless 


and until the title insurance company has caused to be conducted 


a reasonable examination of the title and has caused to be made 


a determination of insurability of title in accordance with sound 


underwriting practices for title insurance companies. Evidence 


thereof shall be preserved and retained in the files of the title 
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insurance company or its agent for a period of not less than 


fifteen years after the policy or contract of title insurance 


has been issued. In lieu of retaining the original copy, the 


title insurance company or the agent of the title insurance com- 


pany, may in the regular course of business, establish a system 


whereby all or part of these writings are recorded, copied, or 


reproduced by any photographic, photostatic, microfilm, micro- 


card, miniature photographic, or other process which accurately 


reproduces or fonns a durable medium for reproducing the original. 


This section shall not apply to either a company assuming no 


primary liability in a contract of reinsurance, or a company act- 


ing as a coinsurer if one of the other coinsuring companies has 


complied with this section. 


SECTION 8. Powers. (1) (a) Every title insurance company 


shall have the following powers: 


(b) To do the business defined in section 2 (2) and (3) 


of this act. 


(c) To own, manage, and maintain sets of abstract books 


and, subject to the prwisions of chapter 1, C.R.S. 1963, to 


make, compile, and sell abstracts of title to real estate. 


(d) To acquire by purchase or otherwise, and to hold, sell, 


mortgage, or otherwise dispose of real estate and personal prop- 


erty, or any interest therein, either within or without the state 


of Colorado, and to loan or borrow money upon such real estate 


or personal property. 


(e) TO act as escrow agent in connection with real estate 


transactions wherein it has issued or will issue a policy of 


title insurance, or wherein it guarantees to hold and be accountable 
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for any money or thing of value pending establishment or release 


of any lien or the transfer of any title, or any other event or 


combination of events specified by the depositor, or wherein it 


guarantees to hold without delivery any instrument, document, 


or thing of value until it can account to the depositor for any 


specified sum of money or until the satisfaction of any other 


conditions specified by the depositor; to receive, hold, and 


convey title to real estate and such personal property as may 


pertain thereto in accordance with written instructions from the 


parties in interest therein and as their trustee. 


SECTION 9. Prohibition against guaranteeing mortgages. A 

title insurance company shall not engage in the business of guar- 

anteeing the payment of the principal or interest of bonds, 

notes, or other obligations. 

SECTION 10. Prohibitions. A title insurance company shall 

not transact, underwrite, or issue any kind of insurance other 

than title insurance; nor shall title insurance other than re- 

insurance as provided in this act be transacted or issued by any 

company transacting any other kinds of insurance. 

SECTION 11. Unearned premium reserve. (1) Every domestic 

title insurance company, and every foreign or alien title insur- 

ance company which under the state of domicile is not required to 

maintain an unearned premium reserve at least equal to the amount 


required by this section, shall, in addition to other reserves, 


establish and maintain a reserve to be known as the "unearned 


premium reserve" for title insurance, which shall, at all times 


and for all purposes, constitute the unearned portions of premiums 


due or received and shall be charged as a reserve liability of 




1 such title insurance company in determining its financial con- 

2 dition. 

3 (2) The unearned premium reserve shall be retained and 

4 held by such title insurance company for the protection of the 

5 policyholders1 interest in policies which have not expired. Ex-

6 cept as provided in section 14 of this act, assets equal to the 

7 amount of such reserve shall not be subject to distribution 

8 among depositors or other creditors or stockholders of such title 

9 insurance company until all claims of policyholders or holders 

10 of other title insurance contracts or agreements of such title 

11 insurance company have been paid in full and all liability on 

12 the policies or other title insurance contracts or agreements, 

13 whether contingent or actual, has been discharged or lawfully 

14 reinsured. Income from the investment of the amount of such 

1s reserve shall be the unrestricted property of the title insurance 

16 company. 

17 SECTION 12. Amount of unearned premium reserve - release. 

18 (1) (a) The unearned premium reserve of every title insurance 

19 company shall consist of: 

20 (b) The amount of the unearned premium reserve held as of 

21 the effective date of this act, pursuant to law; and 

22 (c) The amount of all additions required to be made to such 

23 reserve by this section, less the withdrawals therefrom as per- 

24 mitted by this section. 

25 (2) On and after the effective date of this act, every 

26 title insurance company shall add to its unearned premium reserve 

27 in respect to each policy or reinsurance agreement issued by it, 

28 fifteen cents for each one thousand dollars face amount of net 
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1 retained liability, as defined in subsection (12) of section 2 

2 of this act, or the amount reinsured by it, and shall separately 

3 record the aggregate amounts so set aside and resewed in respect 

4 to such policies, contracts, or agreements written in each calen- 

1) dar year. 

6 (3) The amounts set aside as additions to the unearned 

7 premium resewe shall be deducted from income in determining net 


8 profits of any title insurance company. 


9 (4 )  For the purposes of determining the amounts of the un- 


10 earned premium reserve that may be withdrawn pursuant to subsec- 

11 tion (5) of this section, and the interest of the policyholders 

12 therein under section 14 of this act, all policies, contracts of 

13 title insurance, or reinsurance agreements of title insurance 

$4 shall be considered as dated on July 1 in the year of issue. 

15 (5) The aggregate of the amounts set aside in unearned 1 

16 premium resewe in any calendar year pursuant to subsection (2) 

17 of this section shall be released from said reserve and restored 

18 to income pursuant to the following formula: One-tenth of said 

19 aggregate sum on July 1 of each of the five years next succeed- 

20 ing the year of addition to the resewe and one-thirtieth of said 

21 aggregate sum on July 1 of each succeeding year thereafter until 

22 the entire sum shall have been so released and restored to income. 

23 ( 6 )  The entire amount of the unearned premium reserve held 

24 as of the effective date of this act pursuant to law shall be pre- 

25 sumed to have been added to the reserve in the calendar year next 

26 preceding the effective date of this act and shall be released 

27 from said resewe and restored to income under the formula set 

28 forth in subsection (5) of this section. 
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(7) If substantially the entire outstanding liability under 

all policies, contracts of title insurance, and reinsurance agree- 

ments of any such title insurance company shall be reinsured, the 

value of the consideration received by a reinsuring title insur- 


ance company authorized to transact the business of title insur- 


ance in this state, shall constitute in its entirety, unearned 


portions of original premiums and shall be added to its unearned 


premium reserve, and shall be deemed, for recovery purposes, to 


have been provided for liabilities assumed during the year of 


such reinsurance. The amount of such addition to the unearned 


premium reserve of such assuming title insurance company shall be 


not less than two-thirds of the amount of the unearned premium 


reserve required to be maintained by the ceding title insurance 


company at the time of such reinsurance. 


SECTION 13. Maintenance of unearned premium reserve. If 

16 for any reason the amount of the assets of a title insurance 

17 company held as investments of its unearned premium reserve 

18 should on any date be less than the amount required to be main- 

19 tained by law in such reserve, and the deficiency shall not be 

20 promptly cured, such title insurance company shall forthwith 

21 give written notice thereof to the commissioner and shall issue 

22 no further policies, contracts of title insurance, or reinsur- 

23 ance agreements of title insurance until the deficiency shall 

24 have been eliminated and until it shall have received written 

25 approval from the commissioner authorizing it to again issue 

26 such policies, contracts of title insurance, or agreements. 

27 SECTION 14. Use of unearned premitrm reserve on liquidation, 

28 dissolution, or insolvency. (1) (a) If a title insurance company 
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1 becomes insolvent, or is in the process of liquidation or dis- 


solution, or in the possession of the commissioner as receiver: 


(b) Such amount of the assets of such title insurance com- 

pany equal to the unearned premium reserve then remaining as is 

necessary may be used, with the written approval of the cormnis- 

sioner, to pay for reinsurance of the liability of such title 

insurance company upon all outstanding policies, contracts, or 

reinsurance agreements of title insurance, as to which no claims 

for losses by the holders are then pending; the balance, if any, 

of assets equal to the unearned premium reserve fund then rernain- 

ing, shall be transferred to the general assets of the title 

insurance company ; 

(c) The assets other than the unearned premium reserve shall 


be available to pay claims for losses sustained by holders of 


policies then pending or arising up to the time reinsurance is 


effected. In the event claims for losses are in excess of such 


17 other assets of the title insurance company, such claims, when 


18 established, shall be paid pro rata out of the surplus assets 


19 attributable to the unearned premium reserve, to the extent of 


20 such surplus, if any. 


21 (2) In the event that reinsurance is not obtained, the un-


22 earned premium reserve and assets constituting minimum capital, 


23 or so much as remains thereof after outstanding claims have been 


24 paid, shall constitute a trust fund to be held by the cummissioner 


25 for twenty years, out of which claims of policyholders shall be 


26 paid as they arise. The balance, if any, of such fund shall, at 


27 the expiration of twenty years, revert to the general assets of 


28 the title insurance company or its successor. 
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SECTION 15, Reserve for unpaid losses and loss expense, 


(1) Each title insurance company, in addition to other reserves, 


shall at all times establish and maintain reserves against unpaid 


losses, and against loss expense, and shall calculate such re- 


serves by making a careful estimate in each case of the loss and 


loss expense likely to be incurred, by reason of every claim pre- 


sented, pursuant to notice from or on behalf of the policyholder, 


of a title defect in or lien or adverse claim against the title 


insured, that may result in a loss or cause expense to be incurred 


for the proper disposition of the claim. The sums of the items 


so estimated shall be the total amounts of the reserves against 


unpaid losses and loss expenses of such title insurance company. 


(2) The amounts so estimated may be revised from time to 

time as circumstances warrant, but shall be redetermined at least 

once each year. 

(3) The amounts set aside in such reserves in any year 

shall be deducted in determining the net profits for such year 

of any title insurance company. 

SECTION 16. Net retained liability. The net retained liabil- 


ity of any title insurance company under any single insurance risk 


as defined in subsections (11) and (12) of section 2 of this act 


shall not exceed fifty per cent of the net amount remaining after 


deducting from the sum of its capital, surplus, unearned premium 


reserve, and voluntary reserves, the value, if any, assigned in 


such summation to its title plant, all as shown in its most recent 


report on file with the commissioner. The same limitation shall 


apply to any secondary risk assumed by means of reinsurance or to 


any policy of excess coinsurance except, whenever the primary 




retained liability of a ceding company shall equal or exceed ten 

per cent of the single insurance risk liability, the net retained 

or assumed liability limit of this section may be increased by 

an additional two hundred fifty thousand dollars, but in no event 


above one hundred per cent of the net amount remaining after de- 


ducting from the sum of its capital and surplus, the value, if 


any, assigned in such sumanation to its title plants, all as shown 


by its most recent report on file with the commissioner. Nothing 


in this section is intended to limit the amount of a single insur- 


ance risk, as defined in subsection (11) of section 2 of this 


act, that may be written by a title insurance company; but it 


shall cede to one or more other title reinsurers on or before 


13 the effective date of such writing, such portion or portions of 

14 the said risk as shall be sufficient to bring its net retained 

15 liability thereunder within the limits prescribed in this section; 

16 and each such cession of risk shall be within the limits of this 

17 section as applied to the sum of the capital, surplus, unearned 

18 premium reserve, and voluntary reserves, less the value, if any, 

19 assigned in such summation to the title plants of the reinsuring 

20 company, as shown by its most recent report on file with the 

21 supervisory agency in the state of its domicile. 

22 SECTION 17. Power to reinsure. Any title insurance company 

23 may cede reinsurance of all or any part of its liability under 

24 one or more of its policies, contracts, or reinsurance agreements 

25 of title insurance to any reinsurer which meets or exceeds the 

26 financial requirements of a title insurance company set forth in 

27 section 5 of this act and is authorized to engage in the business 

28 of reinsurance of title insurance in this or any other state; but, 
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no larger amount of reinsurance shall be ceded to any reinsurer 


on a single policy or contract of title insurance, or on any 


single title insurance risk as defined in subsection (11) of 


section 2 of this act, than such reinsurer would be permitted to 


retain if authorized to engage in the business of title insurance 


in this state. Any title insurance company may also reinsure 


policies of title insurance issued by other insurance companies 


on risks located in this state or elsewhere. Any domestic title 


insurance company or any foreign or alien title insurance company 


authorized to do business in this state shall pay to this state 


taxes required on all business taxable within this state and re- 


insured, as provided in this section, with any foreign or alien 


company not authorized to do business within this state. Issu-


ance of contracts of reinsurance by a reinsurer not authorized 


to engage in the business of title insurance in this state, but 


authorized to engage in the business of title insurance or in 


the business of reinsurance of title insurance in any of the 


United States, which contracts reinsure policies of title insur- 


ance issued by a title insurance company authorized to engage in 


the business of title insurance in this state on real property 


located in this state, shall not of itself constitute the doing 


of business in this state by such reinsurer. 


SECTION 18. Minimum capital. (1) An amount equivalent to 

the minimum capital requirements, as defined in subsection (1) of 

section 5 of this act, shall be retained as cash on hand or on 

deposit in banks, or shall be invested in the following classes 

of investments; but, the aggregate amount invested at any time 

in those classes of investments set forth in subsections (8), (9),  
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(13), and (17) of this section shall not, without written approval 


of the commissioner, exceed fifty per cent of the sum of the cap- 


ital and surplus of such title insurance company as shown by its 


most recent statement on file with said commissioner: 


(2) Government obligations. Bonds, notes, or obligations 


issued, assumed, or guaranteed by the United States, or by any 


state, district, or territory of the United States, or the Common- 


wealth of Puerto Rico. 


(3) (a) Governmental subdivision or public instrumentality 


obligations. Valid and legally authorized bonds, notes, or obli- 


gations issued, assumed, or guaranteed by: 


(b) Any city, town, county, borough, township, municipality, 


school district, poor district, water, sewer, drainage, road, or 


other governmental district or division located in the United 


States or any state, district, or territory thereof, or the Com- 


monwealth of Puerto Rico, or by 


(c) Any governmental agency other than one specified in 


paragraph (b) of this subsection, if, by statutory or other 


legal requirements applicable thereto, such bonds or other evi- 


dences of indebtedness of such instrumentality are payable, as 


to principal and interest, from taxes levied or by law required 


to be levied, upon all taxable property or all taxable income 


within the jurisdiction of the governmental unit or units of 


which it is an instrumentality, or from revenues pledged or 


otherwise appropriated or by law required to be provided for the 


purpose of such payment. 


(d) Any municipal authority, issued pursuant to the laws 


of the state relating to the creation or operation of municipal 
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authorities, if the obligations are not in default as to principal 


or interest and if the project for which the obligations were 


issued is under lease to a school district or school districts 


or if the obligations are not in default as to principal or 


interest and if the project for which the obligations were issued 


is under lease to a municipality or municipalities or subject to 


a service contract with a municipality or municipalities, pursuant 


to which the municipal authority will receive lease rentals or 


service charges available for fixed charges on the obligations, 


which will average not less than one and one-fifth times the 


average annual fixed charges of such obligations wer the life 


thereof, or if the obligations are not in default as to principal 


or interest and if for a period of five fiscal years next preced- 


ing the date of acquisition, the income of such authority avail- 


able for fixed charges has averaged not less than one and one- 


fifth times its average annual fixed charges of such obligations 


over the life of such obligations. As used in this clause, the 


term "income available for fixed charges" shall mean income after 


deducting operating and maintenance expenses, and, unless the 


obligations are payable in serial, annual maturities, or are sup- 


ported by annual sinking fund payments, depreciation, but exclud- 


ing extraordinary nonrecurring items of income or expenses; and 


the term "fixed charges" shall include principal, both maturity 


and sinking fund, and interest on bonded debt. In computing 


such income available for fixed charges for the purposes of this 


section, the income so available of any corporation acquired by 


any municipal authority may be included, such income to be cal- 


=ulated as though such corporation had been operated by a municipal 
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authority and an equivalent amount of bonded debt were outstand- 


ing. The eligibility for investment purposes of obligations of 


each project of a municipal authority shall be separately con- 


sidered hereunder. 


(4) Public utility obligations. Bonds, notes, or obliga- 


tions issued, assumed or guaranteed by any solvent public utility 


corporation or public utility business trust, incorporated or 


existing under the laws of the United States or of any state, 


district, or territory thereof. 


(5) (a) Other corporate obligations. Bonds, notes, or obli- 


gations issued, assumed, or guaranteed by any other corporation, 


including railroads, or business trust, incorporated or existing 


under the laws of the United States, or of any state, district, 


or territory thereof, whose income available for fixed charges 


for the period of five fiscal years next preceding the date of 


investment shall have averaged not less than one and one-half. 


times its average annual fixed charges applicable to such period. 


As used in this subsection (5), the term "income available for 


fixed charges" shall mean income, after deducting operating and 


maintenance expenses, depreciation and depletion, and taxes other 


than federal or state income taxes, but excluding extraordinary 


nonrecurring items of income or expense appearing in the regular 


financial statements of the corporation or business trust, and 


the term "fixed charges" shall include interest on funded or un- 


funded debt and amortization of debt discount and expense. If 


income is determined in reliance upon consolidated income state- 


ments of parent and subsidiary corporations or business trusts, 


such income shall be determined after prwision for federal and 




1 state income taxes of subsidiaries, and after proper allowance 

2 for minority stock interest, if any, and the required coverage 

3 of fixed charges, shall be computed on a basis including fixed 

4 charges and preferred dividends of subsidiaries, other than those 

5 payable by subsidiaries to the parent corporation or business 

6 trust, or to any other such subsidiaries. 

7 (b) In applying an income test under this section to any 

8 issuing, assuming, or guaranteeing corporation or business trust, 


9 whether or not in legal existence during the whole of the five 

10 year period next preceding the date of the investment, which has 

11 at any time or times after the beginning of such period acquired 

12 the assets or the outstanding shares of capital stock of any 

13 other corporation or business trust by purchase, merger, consoli- 

14 dation, or otherwise, substantially as an entirety, or has been 

15 reorganized pursuant to the bankruptcy law, the income of such 

16 other predecessor or constituent corporation or business trust 

17 or of the corporation or business trust so reorganized, available 

18 for interest and dividends for such portion of such period as 

19 shall have preceded acquisition or reorganization may be included 

20 in the income of such issuing, assuming, or guaranteeing corpora- 

21 tion or business trust for such portion of such period as may be 

22determined in accordance with adjusted or pro forma consolidated 

23 income statements covering such portion of such period, and giv- 

24ing effect to all stock or shares outstanding and all fixed 

25 charges existing immediately after acquisition or reorganization. 

26 (d)(+~rustees', receivers', or equipment trust obligations. 

27 Certificates, notes, or obligations issued by trustees or receiv- 

-28 ers of any corporation or business trust created or existing under 
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the laws of the United States or of any state, district, or 


territory thereof, which, or the assets of which, are being ad- 


ministered under the direction of any court having jurisdiction, 


if such obligation is adequately secured as to principal and 


interest. 


(b) Equipment trust obligations or certificates, which are 


adequately secured, or other adequately secured instruments, evi- 


dencing an interest in transportation equipment, wholly or in 


part within the United States, and a right to receive determined 


portions of rental, purchase, or other fixed obligatory payments 


for the use or purchase of such transportation equipment. 


(7) Acceptances and bills of exchange. Bank and bankers' 


acceptances, and other bills of exchange of the kind and maturities 


made eligible pursuant to law for purchase in the open market by 


federal reserve banks. 


(8) (a) Real estate loans. Ground rents and bonds, notes, 


or other evidences of indebtedness, secured by first mortgages 


or trust deeds upon unencumbered improved real property located 


in any state, district, or territory of the United States, and 


in investments in the equity of the seller under contracts for 


deeds covering the entire balance due on bona fide sales of such 


real property; but a loan guaranteed or insured in full by the 


administrator of veterans' affairs pursuant to the provisions of 


the Federal servicemen's Readjustment Act of 1944, as heretofore 


or hereafter amended, may be subject to a prior encumbrance. 


(b) Real property shall not be considered to be encumbered 


within the meaning of this section by reason of the existence of 


instruments reserving mineral, oil, water or tisiber rights, 




rights of way, sewer rights, rights in walls or driveways, by 


reason of liens inferior to the lien securing the loan of the 


insurance company, or liens for taxes or assessments not yet de- 


linquent, or by reason of building restrictions or other restric- 


tive covenants, or by reason of any lease under which rents or 


profits are reserved to the owner, if, in any event, the security 


for such loan is a first lien upon such real property, and if 


there is no condition or right of re-entry or forfeiture under 


which such lien can be cut off, subordinated or otherwise dis- 


turbed. 


(c) (i) No mortgage or trust deed, loan, or investment in 

a seller's equity under a contract for deed issued or acquired 

by the insurance company on any one property shall at the date 

of investment exceed three-fourths of the value of the real prop- 

erty securing the loan, or subject to such contract; but, such 

limitation in respect to value shall not apply to a loan which 

is: 

(ii) Insured by, or for which a commitment to insure has 


been made by the secretary of housing and urban development of 


Washington, Do C., pursuant to the provisions of the Federal 


National Housing Act, as heretofore or hereafter amended; 


(iii) Guaranteed by the administrator of veterans' affairs 


pursuant to the provisions of the Federal Servicemen's Readjust- 


ment Act of 1944, as heretofore or hereafter amended, except, 


that if only a portion of a loan is so guaranteed, such limita- 


tion shall apply to the portion not so guaranteed; 


(iv) Insured by the administrator pursuant to the provisions 


of the Federal ~ervicemen's Readjustment Act of 1944, as heretofore 




1 or hereafter amended; 

2 (v) Upon real estate under lease to a corporation or busi- 

3 ness trust, incorporated or existing under the laws of the United 

4 States or any state, district, or territory thereof, whose income 

r) available for fixed charges for the period of five fiscal years 

6 next preceding the date of investment, shall have averaged not 

7 less than one and one-half times its average annual fixed chargee 

8 applicable to such period, if there is pledged and assigned, as 

9 additional security for the loan, and for application thereon, 

10 sufficient of the rentals payable under the lease to provide for 

11 repayment of the loan within the unexpired term of the lease; 

12 (vi) Upon such terms that the principal thereof will be 

13 amortized by repayments of principal at least once in each year 

14 in amounts sufficient to repay the loan within a period of nlolg 

15 more than thirty years, and such loan is upon imprwed real estmke,. 

16 and at the date of investment does not exceed three-fourths: a$ 

17 the value of the real estate securing the loan. 

18 (9) Purchase money securities. Purchase money mortgages 

19 or like securities received by it upon the sale or exchange o@ 

20 real property, acquired pursuant to subsection (17) tKis seehion. 

21 (10) Federal housing debentures. Debentures 5ssued by the 

22 secretary of housing and urban development of WasHrfi~gton, D. C.,. 

23 in settlement of claims pursuant to the Federal Ndonal Housfng, 

24 Act, as heretofore or hereafter amended. 

25 (11) National mortgage association securit~~. Securities 

26 of national mortgage associations or similar nattihwl mortgage 

27 credit institutions organized under the Federal HhWonal Housimg 

28 Act,, as heretofore or hereafter amended. 
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(12) Federal land bank, federal intermediate credit bank, 


and bank for cooperatives securities. Bonds, debentures, and 


other obligations of federal land banks or federal intermediate 


credit banks issued pursuant to the Federal Farm Loan Act, as 


heretofore or hereafter amended, or of banks for cooperatives 


issued pursuant to the Farm Credit Act of 1933, as heretofore or 


hereafter amended. 


(13) (a) Loans upon leaseholds or real estate. Loans upon 


leasehold estates or unencumbered real estate located in any 


state, district, or territory of the United States; but, no such 


loan shall exceed two-thirds of the value of the leasehold at 


the date of investment, unless: 


(b) Such loan is guaranteed or insured by, or for which a 


commitment to guarantee or insure such loan has been made by, the 


federal housing administrator or commissioner, pursuant to the 


provisions of the Federal National Housing Act, as heretofore or 


hereafter amended; or 


(c) Such leasehold is of improved real estate and such loan 

provides for amortization by repayments of principal at least 

once in each year in amounts sufficient to repay the loan within 

a period of four-fifths of the unexpired term of the leasehold, 

but within a period of not more than thirty years, and does not 

exceed three-fourths of the value of the leasehold at the date 

of investment ; or 

(d) Such real estate is under lease to a corporation or 


business trust, incorporated or existing under the laws of the 


United States or any state, district, or territory thereof, whose 


income available for fixed charges for the period of five fiscal 
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years next preceding the date of investment shall have averaged 


not less than one and one-half times its average annual fixed 


charges applicable to such period, if there is pledged and as- 


signed as additional security for the loan and for application 


thereof sufficient of the rentals payable under such lease to 


provide for repayment of the loan within the unexpired term of 


the lease. 


(e) The terms of any such loan authorized under paragraphs 

(b), ( c ) ,  and (d) of this subsection (13) shall require repayments 

of principal at least once in each year in amounts sufficient to 

repay the loan within the term of the leasehold, unexpired at the 

date of investment, unless a shorter period is required under 

paragraph (c) of this subsection. 

(14) Savings and loan shares. Shares of any federal savings 


and loan association, or of any building and loan or savings and 


loan association, to the extent that the withdrawal or repurchas- 


able value of such shares is insured by the federal savings and 


loan insurance corporation, under the Federal National Housing 


Act, as heretofore or hereafter amended, and shares of any build- 


ing and loan or savings association to the extent that the with- 


drawal or repurchasable value of such shares is insured by a 


state regulated and supervised savings and loan insurance cor- 


poration. 


(15) Federal savings and loan insurance corporation obliga- 


tions. Bonds, notes, or obligations issued, assumed, or guar- 


anteed by the federal savings and loan insurance corporation, 


under the provisions of the Federal National Housing Act, as 


heretofore or hereafter amended. 




1 (16) Federal home loan bank obligations, Bonds, notes, or 


obligations issued, assumed, or guaranteed by the federal home 


loan bank, or issued, assumed, or guaranteed by the federal home 


loan bank board under the provisions of the Federal Home Loan 


Bank Act, as heretofore or hereafter amended. 


(17) (a) Real estate. Real estate or any interest therein: 


(b) Required for its convenient accummodation in the trans- 


action of its business with reasonable regard to future needs; 


( c )  Acquired in connection with a claim under a policy of 

title insurance; 

(d) Acquired in satisfaction or on account of loans, mort-


gages, liens, judgments, or decrees, previously owing to it in 


the course of its business; 


(e) Acquired in part payment of the consideration of the 


sale of real property owned by it if the transaction shall result 


in a net reduction in the company's investment in real estate; 


(f) Reasonably necessary for the purpose of maintaining or 


enhancing the sale value of real property previously acquired or 


held by it under this subsection. 


(g) No title insurance company shall continue to hold any 

real estate acquired by it under paragraphs (c), (d), or (e) of 

this subsection for more than five years from the date of acquisi- 

tion thereof, unless it shall obtain the written approval of the 

commissioner to hold such real estate for a longer period of time. 

SECTION 19. Funds in excess of minimum capital, other than 


unearned premium reserve. (1) (a) Funds over and abwe minimum 


capital, other than the unearned premium reserve, may be retained 


as cash on hand or on deposit in banks, or may be invested in the 




following classes of investments: 


(b) Any of the classes of investments authorized in sec- 

tion 18 of this act; except that the aggregate amount invested 

at any time in those classes of investments set forth in subsec- 

tions (8), ( 9 ) ,  (13), and (17) of section 18 of this act, when 

valued at cost, shall not, without written approval of the com- 

missioner, exceed fifty per cent of the sum of the capital and 

surplus of such title insurance company as shown by its most 

recent statement on file with said commissioner. 

10 (c) Corporate stock or shares of any solvent title insur- 

ll ance company or any other solvent corporation exclusively engaged 

12 in one or more of the following businesses: The business of title 

13 insurance, the business of making, compiling, or selling abstracts 

14 of title to real estate or abstracts of any public records, or 

15 the business of acting as escrow agent in connection with real 

16 estate transactions and which corporation is incorporated under 

17 the laws of the United States, or any state, district, or terri- 

18 tory thereof, the Commonwealth of Puerto Wco, or the Dcnninion of 

19 Canada or any province thereof. 

20 (d) Corporate stock or shares of any solvent corporation 

21 incorporated under the laws of the United States, or any state, 

22 district, or territory thereof, the Commonwealth of Puerto Rico, 

23 or the Dominion of Canada or any province thereof; but, not more 

24 than an aggregate of twenty-five per cent of the amount of the 

25 surplus of the title insurance company as shown by its most recent 

26 statement on file with the commissioner shall be invested in such 

27 corporate stock or shares of such corporations which are not ex- 

28 clusively engaged in the businesses set forth in paragraph (c) 



p of this subsection. 


2 (e) Canadian governmental subdivision obligations. Valid 

3 and legally authorized bonds, notes, or obligations issued, 

4 assumed, or guaranteed by any province, county, city, town, vile 

5 lage, municipality, or political subdivision of the Dominion 

6 of Canada. 

7 (f) Other loans and investments. Loans or investments not 

8 qualifying or permitted under paragraphs (b) , (c) , (d) , or (e) 
9 of this subsection to an amount not exceeding twenty-five per cent 

10 of the amount of the surplus of a title insurance company as 

11 shown by its most recent statement on file with the commissioner. 

12 (g) Title plant. If it shall at all times comply with the 

13 minimum capital investment requirements of section 18 of this act, 

14 a title insurance company may invest in a title plant. The title 

15 plant shall be considered an asset at the fair value thereof. 

16 In determining the fair value of a title plant, no value shall 

17 be attributed to furniture and fixtures. The real estate in 

18 which the title plant is housed shall be carried as real estate. 

19 The value of title abstracts, title briefs, copies of convey- 

20 ances or other documents, indices, and other records comprising 

21 the title plant shall be determined by considering the expenses 

22 incurred in obtaining them, the age thereof, the cost of replace- 

23 ments less depreciation, and all other relevant factors. Once 

24 the value of a title plant shall have been so determined, such 

25 value may be increased only by the acquisition of another title 

26 plant by purchase, consolidation, or merger; in no event shall 

27 the value of the title plant be increased by additions made 

28 thereto as part of the normal course of abstracting and insuring 
nr
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1 	titles to real estate. Subject to the above limitations and 


2 	with the approval of the commissioner, a title insurance company 


may enter into agreements with one or more other title insurance 


companies authorized to do business in this state, whereby such 


companies shall participate in the ownership, management, and 


control of a title plant to service the needs of *all such com- 


panies, or such companies may hold stock of a corporation owning 


and operating a title plant for such purposes. 


SECTION 20. Unearned premium reserve. The unearned premium 


reserve of a title insurance company may be held as cash on hand 

11 or on deposit in banks, or shall be invested.only in those classes 

12 of investments authorized by subsections (2), ( 3 ) ,  (4), ( 5 ) ,  (6 ) ,  

13 (7 ) ,  (lo), (ll), (12), (14), (15), and (16) of section 18 of this 

14 act, except that not more than one-fourth of such reserve may be 

15 invested in preferred or guaranteed stock or shares of any solvent 

16 corporation or business trust, incorporated or existing under the 

17 laws of the United States, or of any state, district, or territory 

18 thereof, whose net earnings available for its fixed charges during 

19 each of the two years next preceding the date of such investment 

20 have been, and during the five years next preceding such date 

21 shall have averaged, not less than one and one-half times the sum 

22 of its average annual fixed charges, if any, as such fixed charges 

23 are defined in subsection (5) of section 18 of this act and its 

24 average annual preferred dividend requirements. For the purpose 

25 of this section, such computation shall refer to the calendar or 

26 other fiscal year or years of such solvent corporation and the 

27 term "preferred dividend requirements" shall include cumulative 

28 and noncumulative dividends. 
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SECTION 21. Prior investments. Any investment of a title 


insurance.company,lawfully acquired before the effective date 


of this act and which but for this section would be considered 


ineligible as an investment on such effective date, shall be dis- 


posed of within five years from such effective date. The commis- 


sioner, upon application and proof that forced sale of any such 


investment would be contrary to the best interests of the title 


insurance company and its policyholders, may extend the period 


for sale or disposal of such investment for a further reasonable 


time, in no event to exceed three years. 


SECTION 22. Requisites for foreign and alien title insur- 


ance companies to do business in this state. (1) (a) Any title 


insurance company organized under the laws of another state or 


foreign government may be licensed to transact a title insurance 


business within this state if such company is and remains of the 


same standard of solvency and complies with other requirements 


fixed by the laws of this state for domestic title insurance com- 


panies. No foreign or alien title insurance company shall be 


admitted and authorized to do business in this state until: 


(b) It shall first file in the office of the commissioner, 


a duly certified copy of its charter or articles of incorpora- 


tion, together with a statement under oath of the president and 


secretary or other chief officers of such company showing the 


condition of affairs of such company on December 31 next preced- 


ing the date of such oath. The statement shall be in the same 


form and shall set forth the same particulars as the annual state- 


ment required by section 72-1-13, C.R.S. 1963. All foreign and 


alien title insurance companies applying to do business in this 




1 s t a t e  on or a f t e r  the e f f ec t ive  date  of t h i s  act shal l  pay t o  

2 the  caanrissicmer the same f ee  f o r  f i l i n g  the  a r t i c l e s  required 

3 by t h i s  sect ion as  t h a t  required by law f o r  f i l i n g  the same docu-

4 ment or  documents with the  secre ta ry  of s t a t e ;  but, in no case 

5 s h a l l  the f ee  paid be l e s s  than twenty-five do l l a r s .  After f i l -  

6 i ng  its a r t i c l e s  of incorporat ion or  char te r  with th secretary  

7 of state, no t i t l e  insurance company s h a l l  be r e w r e d  t o  f i l e  

8 	 %Its emmmlrepor t  o r  o ther  instrument except a m l e m d k m t s  t o  i t s  

9 	astPe1e.s- ~f incorporation o r  cha r t e r  i n  the  o f f fce  of the  secre-

tary oft state, o r  t o  pay t o  the  secre tary  a# a t a t e  an annual 

corporation tax  but s h a l l  comply with the  r ~ r e m e n t s  of sect ion 

72-1-3'5, C .R.S . 1963. 

(c) It has s a t i s f i e d  the  commissioner t h a t  it is  f u l l y  and 

lega l ly  organized under the  laws of i t s  s t a t e  o r  government t o  

do the  business it proposes t o  t ransac t  and t h a t  i t  has the 

r equ i s i t e  amount of c a p i t a l ,  f u l l y  paid up and unimpaired. 

(d) It s h a l l ,  by a duly executed instrument f i l e d  i n  h i s  

o f f i c e ,  cons t i t u t e  and appoint the  connnissioner o r  h i s  successor 

i t s  t rue  and lawful agent ,  upon whom a l l  lawful processes i n  any 

ac t ion ,  r u l e ,  order ,  o r  l ega l  proceeding agains t  i t  may be served; 

and there in  s h a l l  agree t h a t  any lawful process agains t  i t  which 

may be served upon him a s  i t s  sa id  agent s h a l l  be of the same 

23 force and v a l i d i t y  a s  i f  served on the company, and t h a t  the  

24 author i ty  thereof s h a l l  continue i n  force  irrevocably s o  long a s  

25 any l i a b i l i t y  of the  company remains outstanding i n  t h i s  s t a t e .  

26 SECTION 23. Foreign and a l i e n  t i t l e  insurance companies -
27 res iden t  agent required. (1) (a)  No t i t l e  insurance company, not 

28 incorporated o r  organized under the laws of t?Hiis:st%%e, ba8 



authorized to transact business in this state, shall make, write, 


place, or cause to be made, written, or placed any policy or con- 


tract of insurance covering real property in this state except: 


(b) Through a title insurance agent as defined in section 


2 (10) of this act, who or which is a resident of this state or 


maintains his or its principal place of business in this state; or 


(c) Through a bona fide branch office located in this state 


and under the direction and control of such title insurance c m - 


pany, all expenses of which branch office, including compensation 


of all employees, are paid by such title insurance company; or 


(d) Through a subsidiary title insurance company. 


(2) This section shall not be applicable to contracts of 


reinsurance or to policies of excess coinsurance. 


SECTION 24. Mergers and consolidations of title insurance 


companies. (1) (a) A title insurance company organized and in- 


corporated under the laws of this state may merge, be merged by, 


or consolidate with, one or more title insurance companies whether 


or not so incorporated, by complying with the applicable provi- 


sions of the state laws governing the merger or consolidation of 


stock corporations, but subject to the following: 


(b) (i) No such merger or consolidation shall be effectuated 


unless in advance thereof, the plan and agreement therefor have 


been filed with the commissioner. The commissioner shall examine 


the terms and conditions of such merger or consolidation, and of 


any exchange of shares or securities pursuant thereto, after hold'- 


ing a hearing at which all persons or parties, to whom shares or 


securities are proposed to be issued in such exchange, shall have 


the right to appear. After such hearing, the commissioner shalh 




1 either approve or disapprove the fairness of such terms and con- 


ditions of exchange. The commissioner shall give such approval 


within a reasonable time after filing of a plan or agreement un-


less he finds such plan or agreement: 


(ii) Is contrary to law; or 


(iii) Inequitable to the stockholders of such title insur- 


ance company; or 


(iv) Would substantially reduce the security of and sewices 


to be rendered to policyholders of such domestic title insurance 


company in this state or elsewhere. 


(c) Where such merger or consolidation involves a parent 


company absorbing a wholly-owned subsidiary, the commissioner may, 


13 in his discretion, dispense with the holding of a hearing. 

14 (2) No director, officer, agent, or employee of any title 

1s insurance company party to such acquisition shall receive any fee, 

16 commission, compensation, or other valuable consideration whatso- 

17 ever for in any manner aiding, promoting, or assisting therein 

18 except as set forth in such plan or agreement. 

19 (3)  If the commissioner does not approve any such plan or 

20 agreement, he shall notify the title insurance company in writing 

21 specifying in detail his leasons therefor. 

22 SECTION 25. Corporate acquisitions other than by merger or 

23 consolidation. (1) (a) A title insurance company organized and 

24 incorporated under the laws of this state may issue stock in ex- 

25 change for all or any part of the assets or stock of a domestic 

26 or foreign title insurance company, abstract company, or title 

27 insurance agent if, in advance thereof, a plan or agreement of 

28 acquisition shall have been filed with the commissioner. The 
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1 commissioner shall examine the terms and conditions of such plan 

2 or agreement of acquisition, and of any exchange of shares ur 

3 securities pursuant thereto, after holding a hearing at which 

4 all persons or parties to whom it is proposed to issue shares or 


5 securities in such exchange shall have the right to appear. After 


6 such hearing, the commissioner shall either approve or disapprove 


7 the fairness of such terms and conditions of such acquisiticm 


8 and exchange. The commissioner shall give such approval within 


9 a reasonable time after filing of a plan or agreement unless he 


10 finds such plan or agreement: 

11 (b) Is contrary to law; or 

12 (c) Inequitable to the stockholders of any title insurance 

13 or abstract company involved; or 

14 td) Would substantially reduce the security of and services 

15 to be rendered to policyholders of the domestic title insurance 

16 comrpany in this state or elsewhere. 

17 (2) No director, officer, agent, or employee of any title 

18 hwurance company or abstract company party to such acquisition 

19 sbll receive any fee, commission, compensation, or other valu- 

20 able consideration whatsoever for in any manner aiding, promoting, 

21 m assisting therein except as set forth in such plan or agreement. 

22, (3) If the cormnissioner does not approve any such plan or 

23:agreement, he shall notify the title insurance company in writing 


2% specifying in detail his reasons therefor. 


2% SECTION 26. Purchase or acquisition of controlling s ~ ~ : ,  


26:((11) an the event any person or persons, corporation, crr eoqtowa* 

27'Qiiomsrpropose to purchase or acquire the controlling capitall' 

28,sto& rof any domestic title insurance company, person*on-

29 



persons, corporation, or corporations shall first make applica- 


tion to the commissioner for approval of such purchase or acquisi- 


tion. The application shall contain the name and address of the 


proposed new owner or owners of the controlling stock, and the 


cummissioner shall approve the proposed purchase or acquisition 


only after he has become satisfied that such purchase or acquisi- 


tion will not result in violation of the antirebate provisions 


or controlled business provisions as defined herein by sections 


34, 35, and 36 of this act, and that the proposed new owner or 


owners of the controlling stock are qualified by character, ex-


perience, and financial responsibility to control and operate 


the title insurance company in a lawful and proper manner, and 


that the interest of the title insurance company stockholders 


and policyholders and the interest of the public generally will 


not be jeopardized by the proposed change in ownership and manage- 


ment. If the commissioner does not, by affirmative action, ap- 


prove or disapprove the proposed purchase or acquisition within 


thirty days after the date on which such application was so filed 


with him, the proposed purchase or acquisition shall be deemed 


to be approved at the expiration of such thirty-day period. 


(2) No such purchase or acquisition of a domestic title 

insurance company shall be effectuated unless approved as pro- 

vided in subsection (1) of this section. 

(3) In the event the commissioner disapproves the proposed 


purchase or acquisition, he shall give written notice thereof to 


the person or persons, corporation, or corporations so applying 


for approval, setting forth in detail the reasons for disapproval. 


SECTION 27. Title insurance agents - names to be certified 
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to commissioner. Every title insurance company authorized to 


transact business within this state shall certify annually to 


the commissioner the names of all title insurance agents repre- 


senting it in this state. 


SECTION 28. Title insurance agents licensed. (1) (a) Title 


insurance agents shall be licensed in the manner prwided for 


agents of insurance companies in section 72-1-18, C.R.S. 1963, 


except as otherwise prwided in this section. 


(b) All applicants for a title insurance agent's license 


shall be required to qualify for such license by taking an exam- 


ination of sufficient scope to satisfy the commissioner that the 


applicant has sufficient knowledge of, and is reasonably familiar 


with, the title insurance laws of this state and with the provi- 


sions, terms, and conditions of title insurance, and has an 


adequate understanding of the duties and obligations of a title 


insurance agent. 


(c) If the applicant for a title insurance agent's license 


is a firm, association, corporation, cooperative, or joint-stock 


company, the members, officers, and employees of the applicant 


who intend to exercise the power and perform the duties of the 


agency, shall be required to take the examination required of 


applicants by paragraph (b) of this subsection; but, those em- 


ployees performing only clerical functions not requiring the 


knowledge and understanding of title insurance agents shall not 


be required to take said examination. 


(d) All applicants for a title insurance agent's license 


who are acting as title insurance agents on the effective date 


of this act shall not be required to take an examination for such 




license if application for the issuance of such license is filed 


with the commissioner within a period of six months immediately 


following the effective date of this act. 


(e) No license shall be required for any attorney at law 


licensed to practice law in this state, but nothing in this sec- 


tion shall exempt any attorney at law acting as such an agent 


from compliance with all other provisions of this act. 


(2) Licenses of title insurance agents shall expire on 


January 1 next after their issue, unless sooner terminated by the 


company or revoked by the commissioner. 


(3) Title insurance agents' licenses may be renewed annual- 


ly upon the filing of an application containing such information 

13 as the commissioner deems necessary. 

14 ( 4 )  The commissioner may, upon application to him by any 

15 person, firm, association, corporation, cooperative, or joint- 

16 stock company, grant to such applicant a temporary license as a 

17 title insurance agent. Such license shall remain in force and 

18 effect for a period of six months or until the expiration of 

19 sixty days after the next regularly scheduled examination for 

20 applicants for a title insurance agent's license, whichever is 

21 later. In the event of failure of the applicant to qualify for 

22 a regular title insurance agent's license as provided in this 

23 section, no renewal or extension of any temporary license held 

24 by said applicant shall be granted by the commissioner. 

25 SECTION 29. Title insurance agents - books, records, escrows. 

26 (1) Every title insurance agent shall keep his or its books of 

27 account, records, and vouchers pertaining to the business of title 

28 insurance in such a manner that the cgmmissicmer, or his authorfzed 
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representatives, may readily ascertain from time to time whether 


the agent has complied with all the provisions of this act. 


(2) (a) A title insurance agent may be engaged in the busi- 


ness of handling escrows of real property transactions as pro- 


vided for title insurance companies in section 8 (1) (e) of this 


act, and so long as: 


(b) The agent shall maintain a separate record of all re- 


ceipts and disbursements of escrow funds and shall not commingle 


any such funds with the agent's own funds or with funds held by 


the agent in any other capacity; and 


(c) The agent shall procure and file with the commissioner 


a good and sufficient bond in the amount of five thousand dollars 

13 with a corporate surety, duly licensed to do a surety business 

14 within the state, which bond has been approved as to form by the 

15 attorney general of the state, and is conditioned that said appli- 

16 cant will not practice fraud or make any fraudulent representa- 

17 tions or violate any of the prwisions of this section Pn the con- 

18 duct of the business for which the agent is Ifcensedl. 

19 (3) If at any time the commissioner determines Walt! an 

20 agent has failed to comply with any of the prwision~ od! U M s  

21 section, the commissioner, after a cdbcted in accord-

22 ance with the provisioms of artfcEe 16 of chapter 3, C.R.S. 1963, 

23 may revoke the Eicense of said age-. 

24 SECTION 30. Title insurance axents - attorneys at law. If 

25 at any time the commissioner shall dkdiennine that an a%t!orney at 

26 law who is acting as a title insurance haps faiSed! to comply 

27 with any provision of this act, and' t5he comm5ss5oner would be 

28 en6htled to revoke the license of salzdr agent, the commissioner, 
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1 after written notice and affording an opportunity for a hearing, 


may issue an order in writing revoking the attorney's right to 


do business as a title insurance agent. A copy of said order 


shall be sent by the commissioner to the attorney and to each 


title insurance company for which said attorney is acting as a 


title insurance agent. 


SECTION 31. Title insurance agents' replies to inquiries 


by commissioner. Every title insurance agent shall reply, in 


writing, promptly, with a copy thereof to each title insurance 


company for which said agent is acting, to any inquiry of the 


commissioner relative to the business of title insurance, and 


failure to reply shall be a ground for revocation of the agent's 


license. A copy of any inquiry sent by the commissioner to any 


agent relative to said agent's conduct of the business of title 


insurance shall also be sent by the commissioner to each title 


16 insurance company for which said agent is acting. 

17 SECTION 32. Title insurance agents - certain names pro- 

18 hibited. On and after the effective date of this act, no agent 

19 for a title insurance company shall adopt a firm name containing 

20 the words "title insurance", "title guarantytt, or "title guar- 


21 antee", unless such words are followed by the words "agent" or 

22 "agency". The words "agent" or IIagency" must be in the same size 

23 and type as the words preceding them. This section shall not 


24 apply to any title insurance company acting as agent for another 

25 title insurance company. 

26 SECTION 33. Commissions - right to pay. A title insurance 

27 company may pay a commission to a title insurance agent, as de- 

28 fined in section 10 (2) of this act. 
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1 SECTION 34. Commissions - other considerations prohibited. 

2 No title insurance company and no title insurance agent shall pay 

3 or give to any applicant for insurance, or to any person, firm, 

4 	or corporation who is acting as agent, representative, attorney, 

or employee of the owner, lessee, mortgagee or of the prospective 

owner, lessee, or mortgagee of the real property or any interest 

therein, either directly or indirectly, any commission or any 

part of its fees or charges, or any other consideration or valu-

able thing, as an inducement for, or as compensation for, any 

title insurance business. Nothing in this section shall preclude 

the payment by a title insurance company of a commission to any 

attorney, if said attorney is also a title insurance agent of 

13 such title insurance company, duly licensed in accordance with 

14 the provisions of this act, or the payment of a fee to an attorney 

15 for services rendered in the examination of title. 

16 SECTION 35. Rebates or reduced fees. No title insurance 

17 company and no title insurance agent shall make any rebate of any 

18 portion of the fee or charge established pursuant to section 41 

19 of this act. No title insurance company and no title insurance 

20 agent shall quote any fee or make any charge for a title insur- 

21 ance policy to any person'which is less than that currently 

22 available to others for the same type of title insurance policy 

23 in a like amount and involving the same factors as set forth in 

24 the schedule of fees and charges established pursuant to section 

25 41 of this act. The amount by which any fee or charge is less 

26 than that prescribed by the schedule of fees and charges estab-

27 lished pursuant to said section 41 is an unlawful rebate, 

28 SECTION 36. Personal or emtsoRHec1 insurance, 41) (a) As 
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used in this act, 11personal or controlled insurance" means a 


policy of title insurance where any policyholder thereunder is, 


or the loss thereunder is payable to: 


(b) (i) The title insurance company issuing such policy; or 


(ii) Any person or corporation directly or indirectly own- 


ing or controlling a majority of the voting stock or controlling 


interest in such title insurance company; or 


(iii) Any corporation which is directly or indirectly con- 


trolled by a person or corporation which also controls the title 


insurance company as described in subparagraph (ii) of this para- 


graph (b); or 


(iv) Any corporation making consolidated returns for United 


States income tax purposes with such title insurance company or 


any corporation described in subparagraph (ii) or (iii) of this 


paragraph (b). 


(c) The title insurance agent issuing such policy; or 


(d) (i) If such title insurance agent is a natural person: 


(ii) His spouse, his employer, or his employer's spouse; or 


(iii) Any person related to him or the persons described 


in subparagraph (ii) of this paragraph (c) within the second 


degree by blood or marriage; or 


(iv) If his employer is a corporation, any person directly 


or indirectly owning or controlling a majority of the voting 


stock or controlling interest in such corporation; or 


(v) If his employer is a partnership or association, any 


person owning an interest in such partnership or association. 


(e) (i) If such title insurance agent is a corporation: 


(ii) Any person directly or indirectly owning or controlling 




1 a majority of the voting stock or controlling interest in such 


corporation; or 


(iii) Any corporation which is directly or indirectly con- 


trolled by a person who also controls the title insurance agent 


as described in subparagraph (ii) of this paragraph (e); or 


(iv) Any corporation making consolidated returns for United 


States income tax purposes with any other corporation described 


in this paragraph (e). 


(2) If the fees and charges for personal or controlled in- 


surance from any one source so issued in any one calendar year 


received by a title insurance company or by a title insurance 


agent shall exceed twenty-five per cent or from all such sources 


shall exceed fifty per cent of the total fees and charges re- 


ceived by such title insurance company or by such title insurance 


agent for title insurance issued in the same year, the excess 


shall be deemed to be an unlawful rebate. 


SECTION 37. Violations - examination of records. The c o w  

missioner, if he has reason to believe that any title insurance 

agent has violated or is violating any of the provisions of sec- 

tions 34, 35, or 36 of this act, shall forthwith examine said 

title insurance agent's boolcs of account and records and vouchers? 

pertaining to the business of title insurance. 

23 SECTION 35. Unlawful commissions, rebates - penalties. 

24 Every title insurance company and every title insurance agent 

251 which pays any cormnission or which makes any unlawful rebate,, En 

26 w&hlful violation of sections 34, 35, or 36 of this act shall be 

27 lii&J~e to the people of the state of Colorado for five times. the 

2a amoun$ of any such commission or unlawful rebate -iinl addition to 
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1 any other penalty imposed by law. Such penalty shall be collected 

2 by and paid to the connnissioner for deposit in the general fund. 

3 SECTION 39. Permitted division of fees. Nothing in this 

4 act shall be construed to prohibit the division of fees and 

5 charges between or among two or more title insurance companies 

6 or between or among one or more title insurance companies and 

7 one or more title insurance agents, or between or among two or 

8 more title insurance agents, if any such division of fees and 

9 charges does not constitute an unlawful rebate as defined by sec- 

10 tion 36 of this act and is not in payment of a forwarding fee 

11 or finder's fee. 

12 SECTION 40. General provisions - rates - rating organiza- 

13 tiow - procedure. The purposes of sections 41 to 52 of this 

act, axe to promote the public welfare by regulating title insur- 

ance rates to the end that they shall not be excessive, inade- 

quate, mr unfairly discriminatory, and to authorize cooperative 

action between or among title insurance companies in rate mak-

ing and other matters within the scope of said sections. Nothing 

in this section is intended to prohibit or discourage reasonable 

competition, or to prohibit or discourage, except to the extent 

necessary to accomplish the purposes stated above, uniformity in 

title insurance rates, rating systems, and rating plans and 

practices. The provisions of said sections 41 to 52 shall be 

liberally interpreted to effect the purposes thereof. 

SECTION 41. Rate filing. (1) Every title insurance com- 

26 pany shall file with the commissioner its schedule of fees in- 

27 cluding the premium and standard service charge as provided in 

28 sectfon 2 (6) and ( 7 ) ,  and every manual of classifications, rules, 
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and plans pertaining thereto, and every modification of any of 


the foregoing which it proposes to use in this state. Every such 


filing shall state the proposed effective date thereof and shall 


indicate the character and extent of the coverage contemplated. 


For the purpose of computing premium taxes, every title insurance 

company shall set forth that part of its filed fees which it 

designates to be premium as defined in section 2 ( 6 )  of this act. 

(2) A title insurance company may satisfy its obligations 


to make such filings by becoming a member of, or a subscriber to, 


a licensed title insurance rating organization which makes such 


filings, and by authorizing the commissioner to accept such fil- 


ings on its behalf. 


(3) The commissioner shall make such review of the filings 


as may be necessary to carry out the provisions of this act. 


(4) Subject to the provisions of subsection ( 6 )  of this 

section, each filing shall be on file for a period of fifteen 

days before it becomes effective. The commissioner may, upon 

written notice given within such period to the person making the 

filing, extend such waiting period for an additional period, not 

to exceed fifteen days, to enable him to complete the review of 

the filing. Further extensions of such waiting period may also 

be made with the consent of the title insurance company or rating 

organization making the filing. Upon written application by the 

title insurance company or rating organization making the filing, 


the commissioner may authorize a filing or any part thereof which 


he has reviewed, to become effective before the expiration of the 


waiting period or any extension thereof. 


( 5 )  Except in the case of rates filed under subsection ( 6 )  
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of this section, a filing which has become effective shall be 


deemed to meet the requirements of this act, 


( 6 )  When the conrmissioner finds that any rate for a partic- 

ular kind or class of risk cannot practicably be filed before it 

is used, or any contract or kind of title insurance, by reason 

of rarity or peculiar circumstances, does not lend itself to 

advance determination and filing of rates, he may, under such 

rules and regulations as he may prescribe, permit such rate to be 

used without a previous filing and waiting period. 

(7) Beginning ninety days after the effective date of this 

act, no title insurance company or title insurance agent shall 

charge any fee for any policy or contract of title insurance ex- 

cept in accordance with filings or rates which are in effect for 

said title insurance company as provided in this act, or in ac- 

cordance with subsection (6) of this section. 

(8) The commissioner shall not have the power to regulate, 

or require the filing of rates or fees for reinsurance contracts 

or agreements or excess coinsurance. 

SECTION 42. Justification for rates. (1) A rate filing 


shall be accompanied by a statement of the title insurance com- 


pany or title insurance rating organization making the filing, 


setting forth the basis upon which the rate was fixed and upon 


which the fees are to be computed. 


(2) (a) Any filing may be justified by: 


(b) The experience or judgment of the title insurance corn- 


pany or title insurance rating organization making the filing; 


(c) Its interpretation of any statistical data relied upon; 


(d) The experience of other title insurance companies or 




1 title insurance rating organizations ; or 

( e )  Any other factors which the title insurance company 

or title insurance rating organizations deem relevant. 

(3) The statement and justification shall be open to pub- 


lic inspection after the rate to which it .applies becomes effec- 


tive. 


SECTION 43. Making of rates. (1) (a) Every title insur- 

ance company that shall make its own rates, and every title in- 

surance rating organization, shall make rates that are neither 

10 excessive nor inadequate for the safety and soundness of any 

11 title insurer, which do not unfairly discriminate between risks 

12 in this state which involve essentially the same exposure to loss 

13 and expense elements, and which shall give due consideration to 

14 the following matters: 

15 (b) The desirability for stability of rate structures; 

16 (c) The necessity, by encouraging growth in assets of . 

17 title insurance companies in periods of high business activity, 

18 of assuring the financial solvency of title insurance companies 

19 in periods of economic depression; and 

20 (d) The necessity for paying dividends on the capital stock 

21 of title insurance companies sufficient to induce capital to be 

22 invested therein. 

23 (2) Every title insurance company that shall make its own 

24 rates, and every title insurance rating organization, shall adopt 

25 basic classifications of policies or contracts of title insur- 

26 ance which shall be used as the basis for rates. 

27 (3) Rates within each rate classification may, at the dis- 

28 cretion of the title insurance company that files its own rates, 

29 
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1 or at the discretion of the title insurance rating organi.zation, 

2 be less than the cost of the expense elements in the case of 

3 smaller amounts of title insurance, and the excess may be charged 

4 against the larger amounts of title insurance without rendering 

5 the rates unfairly discriminatory, 

6 SECTION 44, Disapproval of filings. (1) (a) Upon the re- 

7 view at any time by the commissioner of a filing, he shall, before 

8 issuing an order of disapproval, hold a hearing after not less 

9 than ten days' written notice, specifying in reasonable detail 

10 the matters to be considered at such hearing, to every title in- 


11 surance company and title insurance rating organization which 


12 made such filing, and if, after such hearing, he finds that such 


filing or a part thereof does not meet the requirements of this 


act, he shall issue an order specifying in what respects he finds 


that it so fails, and stating when, within a reasonable perfod 


thereafter, such filing or a part thereof shall be deemed no 


longer effective if the filing or a part thereof has become effec- 


tive under the provisions of section 41 of this act. If not 


theretofore approved or disapproved after a hearing thereon, or 


affirmatively approved or disapproved by the commissioner, unless 


the time therefor is extended as provided in section 41 (4), the 


filing shall become effective at 12:Ol a.m. on the s5xteenth day 


aEter the filing. 


(b) Any title insurance company or title insurance rating 


organization shall have the right at any time to withdraw a filing 


or a part thereof, subject to the provisions of section 46 of 


this act in the case of a deviation filing. 


(c) Copies of said order shall be sent to every title 
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insurance company and title insurance rating organization a£- 


fected. Said order shall not affect any contract or policy made 


or issued prior to the expiration of the period set forth in 


said order, 


(2) (a) Any person or organization aggrieved with respect 

to any filing which is in effect, may make written application 

to the c~issioner for a hearing thereon. The title insurance 

company or title insurance rating organization that made the fil- 

ing shall not be authorized to proceed under this subsection. 

Such application shall specify in reasonable detail the grounds 

to be relied upon by the applicant. If the conrmissioner shall 

find that the application is made in good faith, that the appli- 

cant would be so aggrieved if his grounds are established, and 

that such grounds otherwise justify holding such a hearing, he 

shall, within thirty days after receipt of such application, hold 

a hearing after not less than ten days' written notice to the . 

applicant and to every title insurance company and title insur- 

ance rating organization which made such a filing. If, after 

such hearing, the commissioner finds that the filing or a part 

thereof does not meet the requirements of this act, he shall 

issue an order specifying in what respects he finds that such 

filing or a part thereof fails to meet the requirements of this 

act, stating when within a reasonable period thereafter, such fil- 

ing or a part thereof shall be deemed no longer effective. 

(b) Copies of said order shall be sent to the applicant 


and to every such title insurance company and title insurance 


rating organization. Said order shall not affect any contract 


or policy made or issued prior to the expiration of the period 
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f set forth in said order. 

2 SECTION 45. Title insurance rating organizations. (1) (a) 

3 Any corporation, unincorporated association, partnership, or in- 

4 dividual, whether located within or outside this state, may make 

5 application to the cmissioner for license as a rating organiza- 

tion for title insurance companies, and shall file therewith: 

(b) A copy of its constitution, its articles of agreement 


or association, or its certificate of incorporation, and of its 


bylaws, rules and regulations, or an individual's plan of opera- 


tion, governing the conduct of its business; 


(c) A list of its members and subscribers; 


(d) The name and address of a resident of this state upon 


whom notices or orders of the commissioner or process affecting 


such rating organization may be served; and 


(e) A statement of its qualifications as a title insurance 


rating organization. 


(2) (a) If the commissioner finds that the applicant is 


competent, trustworthy, and otherwise qualified to act as a title 


insurance rating organization, and that its constitution, articles 


of agreement or association, or certificate of incorporation, and 


its bylaws, rules and regulations, or plan of operation, govern- 


ing the conduct of its business conform to the requirements of 


the law, he shall issue a license authorizing the applicant to 


act as a rating organization for title insurance. Every such 


application shall be granted or denied in whole or in part by 


the commissioner within sixty days after the date of its filing. 


Licenses issued pursuant to this section shall remain in effect 


for three years unless sooner suspended or revoked by the 




commissioner or surrendered by the licensee. The fee for said 


license shall be the sum of twenty-five dollars. Licenses issued 


pursuant to this section may be suspended or revoked by the com- 


missioner, after written notice and affording an opportunity for 


a hearing, in the event the title insurance rating organization 


ceases to meet the requirements of this subsection. 


(b) (i) Every such rating organization shall notify the 


commissioner promptly of every change in: 


(ii) Its constitution, its articles of agreement or associa- 


tion, or its certificate of incorporation, and its bylaws, rules, 


and regulations governing the conduct of its business; 


(iii) Its list of members and subscribers; and 


(iv) The name and address of the resident of this state 


designated by it upon whom notices or orders of the commissioner 


or process affecting such rating organization may be served. 


(3) (a) Subject to conditions and requirements approved by 


the commissioner as reasonable, each title insurance rating organ- 


ization shall permit any title insurance company not a member to 


subscribe to its rating services. Notices of proposed changes in 


such conditions and requirements shall be given to subscribers. 


Each such rating organization shall furnish its rating services 


without discrimination to its members and subscribers. The 


reasonableness of any condition or requirement in its application 


to subscribers, or the refusal of any such rating organization 


to admit a title insurance company as a subscriber, shall, at 


the request of any subscriber or any such title insurance company, 


be reviewed by the commissioner at a hearing held upon at least 


ten days' written notice to such rating organization and to such 




1 subscriber. 


2 (b) If the commissioner finds that such condition or re- 


3 quirement is unreasonable in its application to subscribers, 


4 he shall order that the same shall not be applicable to sub- 


5 scribers. If the rating organization fails to grant or reject 


6 an application of a title insurance company for subscribership 


'4 within thirty days after such application was made, the title 

8 insurance company may request a review by the commissioner as 

9 if the application had been rejected. If the commissioner finds 

10 that the title insurance company has been refused admittance to 

11 the title insurance rating organization as a subscriber without 

12 justification, he shall order said rating organization to admit 

13 the title insurance company as a subscriber. If he finds that 

14 the action of the title insurance rating organization was justi- 

15 fied, he shall make an order affirming its action. 

16 (4) Cooperation among title insurance rating organizations, 

17 or among such rating organizations and title insurance companies, 

18 and concert of action among title insurance companies under the 

19 same general management and control in rate making or in other 

20 matters within the scope of this act is authorized; but the fil- 

21 ings resulting therefrom are subject to all the provisions of 

22 this act applicable to filings generally. The commissioner may 

23 review such activities and practices and if, after a hearing, he 

24 finds that any such activity or practice is unfair or unreason- 

25 able or otherwise inconsistent with the provisions of this act, 

26 he may issue a written order specifying in what respects such 

27 activity or practice is unfair or unreasonable or otherwise in- 

28 consistent with the provisions of this act and requiring the 

29 
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discontinuance of, such activity or practice. 


SECTION 46. Deviations. (1) Every member of or subscriber 


to a title insurance rating organization shall adhere to the fil- 


ings made on its behalf by such organization, except that any 


title insurance company which is a member of or subscriber to 


such a rating organization may file with the commissioner a uni- 


form percentage of decrease or increase to be applied to any or 


all elements of the fees produced by the rating system so filed 


for a class of title insurance which is found by the commission- 


er to be a proper rating unit for the application of such uniform 


decrease or increase, or to be applied to the rates for a partic- 


ular area. Such deviation filing shall specify the basis for the 


modification and shall be accompanied by the data or historical 


pattern upon which the applicant relies. A copy of the devia- 


tion filing and data shall be sent simultaneously to such rating 


organization. 


(2) Any such deviation filing shall be on file for a wait- 


ing period of fifteen days before it becomes effective. Exten-


sion of such waiting period may be made in the same manner that 


such period is extended in the case of rate filings. The com- 


missioner may authorize a deviation filing or any part thereof 


to become effective before the expiration of the waiting period 


or any extension thereof. Deviation filings shall be subject 


to the provisions of section 44 of this act. Each deviation 


shall be effective for at least one year unless terminated soon- 


er, with the approval of the commissioner, or in accordance with 


the provisions of section 44 of this act. 


SECTION 47. Appeal from rating organization decision. (1) 
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Any member of or subscriber to a title insurance rating organiza- 


tion may appeal to the commissioner from any action or decision 


of such rating organization in approving or rejecting any proposed 


change in or addition to the filing of such rating organization, 


and the commissioner shall, after a hearing held upon not less 


than ten days' written notice to the appellant and to such rating 


organization, issue an order apprwing the action or decision of 


such rating organization or directing it to give further consider- 


ation to such proposal and to take action or make a decision upon 


it within thirty days. 


(2) If such appeal is from the action or decision of the 


title insurance rating organization in rejecting a proposed addi- 


tion to its filings, he may, in the event he finds that such 


action or decision was unreasonable, issue an order directing 


said rating organization to make an addition to its filings, on 


behalf of its members and subscribers, in a manner consistent 


with his findings, within a reasonable time after the issuance 


of such order. If the appeal is from the action of the title 


insurance rating organization with regard to a rate or a proposed 


change in or addition to its filings relating to the character 


and extent of coverage, he shall approve the action of said rating 


organization or such modification thereof as shall have been sug- 


gested by the appellant, if either be in accordance with this act. 


(3) The failure of a title insurance rating organization 


to take action .or make a decision within thirty days after sub- 


mission to it of a proposal under this section shall constitute 


a rejection of such proposal within the meaning of this section. 


If such appeal is based upon the failure of said rating organization 




to make a filing on behalf of such member or subscriber which is 


based on a system of expense allocation which differs, in accord- 

ance with the right granted in subsection ( 3 )  of section 4 3  of 

this act from the system of expense allocation included in a fil- 

ing made by said rating organization, the commissioner shall, if 


he grants the appeal, order the rating organization to make the 


requested filing for use by the appellant. In deciding such 


appeal, the commissioner shall apply the standards set forth in 


section 4 3  of this act. 

SECTION 48. Rate administration - authority and duties of 

comissioner - rules and regulations. (1) (a) The commissioner 

may, in his discretion, prescribe by regulation rules reasonably 

adaptable to each of the rating systems on file with him, uniform 

classification of accounts to be observed, statistics to be re- 

ported, and uniform forms for reporting such data by all title 

insurance companies and title insurance rating organizations.. No 

such regulation shall be promulgated by the commissioner except 

after a hearing held upon notice to all title insurance companies 

and title insurance rating organizations. Any such regulations, 

or amendments thereto, shall be promulgated by the commissioner 

not less than six months prior to the first day of the calendar 

year during which such regulation or amendment shall take effect. 

(b) Any title insurance company or title insurance rating 


organization aggrieved by such rules or regulations, shall have 


the right to file an action in the district court of the city and 


county of Denver within thirty days to determine the validity or 


reasonableness of such rule or regulation. Such action shall be 


a trial de novo as provided in section 58 of this act. 
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(2) Reasonable rules and plans may be promulgated by the 

commissioner for the interchange of data necessary for the appli- 

cation of rating plans. 

(3)  In order to further the uniform administration of rate 

regulatory laws, the commissioner and every title insurance com- 

pany and title insurance rating organization may exchange infor- 

mation and experience data with insurance supervisory officials, 

title insurance companies, and title insurance rating organiza- 

tions in other states, and may consult with them and with each 

other with respect to rate making and the application of rating 

systems. 

SECTION 49. False or misleading information. No title insur- 

ance company or title insurance agent shall willfully withhold 

information from, or knowingly give false or misleading informa- 

tion to, the commissioner or any title insurance rating organiza- 

tion, of which the title insurance company is a member or sub- 

scriber, which will affect the rates or fees chargeable under this 

act. 

SECTION 50. Penalties - suspension, revocation of licenses. 

(1) The commissioner may, if he finds that any title insurance 


rating organization, title insurance company, or title insurance 


agent has violated any provision of this act, impose a penalty of 


not more than fifty dollars for each such violation, but if he 


finds such violation to be willful, he may impose a penalty of 


not more than five hundred dollars for each such violation. Such 


penalties may be in addition to any other penalty provided by law. 


(2) The commissioner may suspend the license of any title 

insurance rating organization, t-; + I P  insurance company, or title 

- 111 -
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insurance agent which f a i l s  t o  comply wi th  an order  of t h e  com- 

missioner  wi th in  t h e  t i m e  l imi ted  by such order ,  o r  any exten- 

s ion  t h e r e o f ,  which t h e  c o m i s s i o n e r  may g ran t .  The c o m i s -  

s ioner  s h a l l  n o t  suspend t h e  l i c e n s e  of any such r a t i n g  organ- 

i z a t i o n ,  company, o r  agent  f o r  f a i l u r e  t o  comply wi th  an order  

u n t i l  t he  t i m e  prescr ibed  f o r  an appeal therefrom has expired,  

o r ,  i f  an appeal has  been taken, u n t i l  such order  has  been a f -  

firmed. 

(3) The connnissioner may determine when a suspension of 

l i c e n s e  s h a l l  become e f f e c t i v e ,  and it s h a l l  remain i n  e f f e c t  

f o r  t h e  per iod  f ixed  by him, un less  he modifies o r  r e sc inds  such 

suspension, o r  u n t i l  t h e  order  upon which such suspension i s  

based i s  modified, rescinded,  o r  reversed.  

( 4 )  No penal ty  s h a l l  be imposed and no l i c e n s e  s h a l l  be 

suspended o r  revoked except upon a  w r i t t e n  order  of t h e  c o m i s -  

s ioner ,  s t a t i n g  h i s  f ind ings ,  made a f t e r  a  hear ing  he ld  upon not  

less than t e n  days'  w r i t t e n  n o t i c e  t o  such person o r  organiza-

t i o n ,  spec i fy ing  t h e  a l l e g e d  v i o l a t i o n .  

SECTION 51. Hearinp procedures.  (1) Any t i t l e  insurance 

company, t i t l e  insurance r a t i n g  organiza t ion ,  o r  person aggrieved 

by any a c t i o n  of t h e  commissioner, o r  by any r u l e  o r  r egu la t ion  

adopted and promulgated by him, s h a l l  have t h e  r i g h t  t o  f i l e  a 

complaint wi th  t h e  commissioner and t o  have a hear ing  thereon 

before  t h e  commissioner. Pending such hear ing  and t h e  decis ion 

thereon,  t h e  commissioner may suspend o r  postpone t h e  e f f e c t i v e  

da te  of such a c t i o n ,  r u l e ,  o r  r egu la t ion .  

(2) A l l  hear ings  provided f o r  i n  t h i s  a c t  s h a l l  be conducted, 
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and the decis ion  of the commissioner on the i s s u e  o r  f i l i n g  

involved s h a l l  be rendered, i n  accordance wi th  a r t i c l e  16 of 

chapter  3, C.R.S. 1963. 

SECTION 52. E x i s t i n g  f i l i n g s  and hear ings  continued. A l l  

t i t l e  insurance manuals of c l a s s i f i c a t i o n s ,  r u l e s  and rates, 

r a t i n g  p lans ,  and a l l  modif icat ions thereof  f i l e d  under any 

law repealed by t h i s  a c t  s h a l l  be deemed t o  have been f i l e d  

under t h i s  a c t ,  and a l l  t i t l e  insurance r a t i n g  organiza t ions  

l i censed  under such repealed  law s h a l l  be deemed t o  have been 

l i censed  under t h i s  a c t .  A l l  hear ings  and i n v e s t i g a t i o n s  

pending under such repealed  law s h a l l  be deemed t o  have been 

i n i t i a t e d  under and s h a l l  be continued under t h i s  a c t .  

SECTION 53. Forms of  p o l i c i e s  and o t h e r  c o n t r a c t s  of 

t i t l e  insurance.  (1)  Every t i t l e  insurance company s h a l l  

f i l e  wi th  the  commissioner a t  l e a s t  one copy of a l l  forms of 

t i t l e  p o l i c i e s  and o t h e r  c o n t r a c t s  of t i t l e  insurance before  , 

t h e  same s h a l l  be i ssued .  Any such f i l i n g  may be made by a 

t i t l e  insurance r a t i n g  organiza t ion  i n  behalf  of  a l l  of i t s  

members o r  subsc r ibe r s .  I n  no event  s h a l l  any t i t l e  insurance 

company i s s u e  any such form of po l i cy  o r  c o n t r a c t  u n t i l  t h i r t y  

days a f t e r  it s h a l l  have been f i l e d  wi th  the  commissioner, un-

l e s s  it s h a l l  have rece ived  e a r l i e r  approval by t h e  connnis- 

s ioner .  Unless t h e  commissioner s h a l l  disapprove a form of 

t i t l e  po l i cy  o r  c o n t r a c t  of t i t l e  insurance wi th in  t h i r t y  days 

a f t e r  t h e  da te  of i t s  f i l i n g ,  such form s h a l l  be deemed t o  

have been approved. 
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(2) On or after n-inety days after the effective date of 

this act, no title -insurance company or title insurance agent 

shall issue any f01:17i of title policy or other contract of title 


insurance except upon forms filed and approved in accordance 


with this act. 


(3) (a) Forms of title policies and other contracts of in- 


surance, as used in this section, shall be deemed to include 


preliminary reports of title, binders for insurance, and policies 


of insurance or guaranty, together with all the terms and condi- 


tions of insurance coverage or guaranty that relate to title to 


any interest in real property and which shall be offered by a 


title insurance company. Such forms shall not include: 


(b) Reinsurance contracts or agreements; 


(c) All specific defects in title that may be ascertained 


from an examination of the risk and excepted in such reports, 


binders, or policies, together with any affirmative assurance of 


the title insurance company with respect to such defects whether 


given by endorsement or otherwise; and 


(d) Such further exceptions from coverage by reason of 


limitations upon the examination of the risk imposed by an appli- 


cant for insurance or through failure of an applicant for insur- 


ance to provide the data requisite to a judgment of insurability. 


SECTION 54. Annual statements of title insurance companies -
form and contents. (1) Every title insurance company authorized 

to do a title insurance business in this state, shall file in the 

office of the commissioner annually on or before the first day of 

March a statement, to be known as its annual statement, executed 

in duplicate, verified under oath by at least two of its princip,al 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

o f f i c e r s ,  showing i t s  f i nanc i a l  condit ion as of December 31 of 

the  preceding year.  Such statement s h a l l  be i n  such form and 

s h a l l  contain such matters  a s  the  cornmissioner s h a l l  prescribe.  

(2) The annual statement made t o  the  commissioner pursuant 

t o  t h i s  sec t ion  s h a l l  include information required by the  conven- 

t i o n  blank form adopted from year t o  year 'by the  nat ional  asaocia- 

t i on  of insurance commissioners. 

SECTION 55. Records. (1) (a) Every domestic t i t l e  insur- 

ance company s h a l l ,  except a s  otherwise provided i n  t h i s  sec t ion ,  

keep and maintain a t  i t s  p r inc ipa l  o f f i c e  i n  t h i s  s t a t e  the fo l -  

lowing records: 

(b) I t s  char te r  and bylaws; 

(c) Its books of account; 

(d) A record containing the  names and addresses of i t s  

stockholders,  the  number and c l a s s  of shares held by each, and 

the  dates  when they respect ively  became the owners of record . 

thereof;  and 

(e) The minutes of any meetings of i t s  stockholders,  board 

of d i r e c t o r s ,  and committees thereof.  

(2) (a) A domestic t i t l e  insurance company may keep and 

maintain i t s  books of account without t h i s  s t a t e  i f ,  i n  accord- 

ance with a plan adopted by i t s  board of d i r ec to r s  o r  t ru s t ee s  

and approved by the  commissioner, i t  maintains i n  t h i s  s t a t e  s u i t -  

able  records i n  l i e u  thereof.  

(b) The commissioner may, a f t e r  no t ice  and hearing, d i r e c t  

such t i t l e  insurance company t o  r e tu rn  a l l  or  any of i t s  books 

of account t o  t h i s  s t a t e  i f  such re tu rn  i s  reasonably necessary 

t o  p ro tec t  the i n t e r e s t s  of the  people of t h i s  s t a t e ,  or  t o  permit 
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their inspection in this state by a director or stockholder who 


has shown to the satisfaction of the commissioner that he has 


made an application to such title insurance company for inepec- 


tion of such books in good faith and for a necessary and legit- 


imate purpose, and that such title insurance company has either 


declined to permit such inspection or to agree to pay any addi- 


tional expenses reasonably to be incurred by the applicant, or 


,his agent or attorney, in connection with the inspection of such 


books as a result of their maintenance without this state. 


(c) If, in the judgment of the commissioner, delay in the 


return of any or all books of account of such title insurance 


company may be hazardous, or may cause irreparable injury to the 


people of this state or,to the policyholders of such title insur- 


ance company, he may direct the return thereof without notice and 


hearing. 


SECTION 56. Commissioner may require special reports. The 


commissioner may require any information in writing from any title 


insurance company authorized to do business in this state, or its 


officers, with respect to its title insurance transactions or 


financial condition, or any matter connected therewith, Every 


such corporation or person shall furnish such information in 


writing promptly and truthfully, verified, if required by the 


commissioner, by such officer or officers of a corporation, as 


he shall designate. 


SECTION 57, Examination of title insurance companies - when 

authorized or required. (1) (a) The commissioner may make an 

examination into the affairs of any title insurance company 

authorized to do title insurance business in this state as often 



1 as he deems it expedient for the protection of the interests of 

2 the people of this state. 

3 (b) The commissioner shall make an examination into the 

4 affairs of every authorized domestic title insurance company at 

5 least once in every three years and every title insurance rating 

,6 organization at least once in every five years. 

7 SECTION 58. Judicial review of commissioner's action. If 

8 any title insurance company, title insurance agent, or title in- 

9 surance rating organization is dissatisfied with any decision, 

10 regulation, order, rate, rule, act, or administrative ruling 

11 adopted by the commissioner, such title insurance company, title 

12 insurance agent, or title insurance rating organization, after 

13 failing to obtain relief from the commissioner, may file a peti- 

14 tion setting forth the particular objection to such decision, 

15 regulation, order, rate, rule, act, or administrative ruling, or 

16 to either or all of them, in the district court of the city and 

17 county of Denver, and not elsewhere, against the commissioner as 

18 defendant. The action shall not be limited to questions of law 

19 and the substantial evidence rule shall not apply, but such action 

20 shall be tried and determined upon a trial de novo by a preponder- 

21 ance of the evidence. The commissioner shall not be required to 

22 give any appeal bond in any cause arising hereunder. 

23 SECTION 59. Other sections applicable. In addition to the 

24 provisions of this act, only the following provisions of the laws 

25 gwerning insurance companies, except as they are inconsistent 

26 with the provisions of this act, shall apply to the business of 


27 title insurance and to title insurance companies: Sections 72-1-10, 


28 72-1-11, 72-1-12, 72-1-13, 72-1-14, 72-1-15, 72-1-16, 72-1-17, 


29 



72-1-34, 72-1-52, 72-2-8, 72-2-10, and 72-2-11, and articles 17 

and 18 of chapter 72, C.R.S. 1963, as amended. 

SECTION 60. 72-1-41 (7) , Colorado Revised Statutes 1963, 
is amended to read: 

72-1-41. Purpose of organization or admittance. (7) No 


foreign, alien, or domestic insurance company, excluding life in- 


surance companies and title insurance companies, shall expose 


itself to loss in an amount exceeding ten per cent and-ne-tith 


ineuranee-een\gany-sha%%-enpese-Ptse~~-te-%ese-~n-an-ameunt-exeeed-


ing-giEtp-per-eenlr of its paid-up capital or guaranty fund and 


surplus on any one risk or hazard, unless the same shall be rein- 


sured in some other good and responsible company or companies. 


13 SECTION 61. Repeals. 31-12-1 to 31-12-7, 72-1-41 (4) (i) , 
14 and 72-1-41 (8), C.R.S. 1963, as amended, are repealed. 

15 .SECTION62. Corporate existence preserved. The repeal of 

16 sections 31-12-1 to 31-12-7, C.R.S. 1963, as amended, shall not 

17 affect the corporate existence of corporations organized under 

18 the provisions of said sections which said corporations are now 

19 engaged in the business of title insurance or title insurance 

20 agents in this state. Such corporations in all other respects 

21 shall be subject to the provisions of this act and shall file 

22 with the commissioner a copy of its articles of incorporation 

23 and all amendments thereto certified by the secretary of state. 

24 SECTION 63. Application of act. The provisions of this 

25 act shall apply to all title insurance companies, title insur- 

26 ance rating organizations, title insurance agents, applicants 

27 for title insurance, policyholders, and to all persons and busi- 

28 ness entities deemed to be engaged in the business of title insur- 

29 ance. 



1 SECTION 64. Severability clause. If any provision of 


2 this act or the application thereof to any person or circum- 


3 stances is held invalid, such invalidity shall not affect other 


4 prwisions or applications of the act which can be given effect 

5 without the invalid provision or application, and to this end 

6 the prwisions of this act are declared to be severable. 


't SECTION 65. Effective date, This act shall take effect 

8 July 1, 1967. 


9 SECTION 66. Safety clause. The general assembly hereby 


10 finds, determines, and declares that this act is necessary for 


11 the immediate preservation of the public peace, health, and 


12 safety. 
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A BILL  FOR AN ACT 

RELATING TO INSURANCE AND TO PROVIDE FOR THE REiGULATION OF CREDIT 


LIFE INSURANCE AND CREDIT ACCIDENT AND HEALTH INSURANCE. 


& finacted, & t h e  Genera l  Aasembly gd s t a t *  ef Q l ~ x ~ d o t  


SECTION 1. u p o s e .  Th e  purpose of t h i s  a c t  i s  t o  promote 

t h e  pub l i c  we l f a re  by r e g u l a t i n g  c r e d i t  l i f e  insurance, and c r e d i t  

a cc iden t  and h e a l t h  insurance.  Nothing i n  t h i o  a c t  i s  intended t o  

p r o h i b i t  o r  d i scourage  reasonable  compet i t ion ,  The provision^ of 

t h i s  a c t  s h a l l  be l i b e r a l l y  construed.  

SECTION 2. Shor t  t i t l e .  ( 1 )  t h i s  a c t  may be c i t e d  a s  t h e  

@Model Act f o r  t h e  Regula t ion  of C r e d i t  L i f e  Insurance and C r e d i t  

Accident and Hea l th  Insurance." 

SECTION 3. Appl ica t ion  of Act. A l l  l i f e  insurance and a l l  

a cc iden t  and h e a l t h  insurance  i n  connect ion w i t h  l o a n s  o r  o t h e r  

c r e d i t  t r a n s a c t i o n s  s h a l l  be s u b j e c t  t o  t h e  p rov i s ions  of t h i s  a c t  

except  such insurance  i n  connec t ion  w i t h  a  l oan  o r  o t h e r  c r e d i t  

t r a n s a c t i o n  of more than  f i v e  y e a r s  d u r a t i o n ;  nor  s h a l l  insurance  

be s u b j e c t  t o  t h e  p rov i s ions  of t h i s  a c t  where t h e  i s suance  of 

such insurance  i s  an i s o l a t e d  t r a n s a c t i o n  on t h e  p a r t  of t h e  in -  

s u r o r  n o t  r e l a t e d  t o  an agreement o r  a  p l an  f o r  i n s u r i n g  deb to r s  

of t h e  c r e d i t o r .  

SECTION 4. D e f i n i t i o n s .  ( 1 )  For  t h e  purpose of  t h i s  a c t :  

( 2 )  % r e d i t  l i f e  i n su ranceN means insurance  on t h e  l i f e  of 

a  d e b t o r  pursuant  t o  o r  i n  connect ion wi th  a s p e c i f i c  l oan  o r  

o t h e r  c r e d i t  t r a n s a c t i o n .  

( 3 )  "Cred i t  a c c i d e n t  and h e a l t h  insurancen  means insurance  

on a  d e b t o r  t o  provide indemnity f o r  payments becoming due on a  

s p e c i f i c  loan  o r  o t h e r  c r e d i t  t r a n s a c t i o n  whi le  t h e  deb to r  i s  

d i s a b l e d  a s  de f ined  i n  t h e  po l icy .  
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(4)  % r e d i t o r n  means t h e  l e n d e r  of money o r  vendor o r  lessor 

of goods, s e r v i c e s ,  p rope r ty ,  r i g h t s ,  o r  p r i v i l e g e s ,  f o r  which 

payment i s  arranged through a  c r e d i t  t r a n s a c t i o n  o r  any succeo8or 

t o  t h e  r i g h t ,  t i t l e ,  o r  i n t e r e s t 4 0 f  any such l e n d e r ,  vendor, o r  

l e s s o r ,  and an a f f i l i a t e ,  a s s o c i a t e ,  o r  s u b s i d i a r y  of any of them 

o r  any d i r e c t o r ,  o f f i c e r ,  o r  employee of any of them o r  any o t h e r  

person i n  any way a s s o c i a t e d  w i t h  any of them. 

( 5 )  8'Debtora means a  borrower of  money o r  a  purchaser  o r  

l e s s e e  of goods, s e r v i c e s ,  p roper ty ,  r i g h t s ,  o r  p r i v i l e g e s  f o r  

which payment i s  arranged through a c r e d i t  t r a n s a c t i o n .  

( 6 )  "Indebtednessn means t h e  t o t a l  amount payable by a  deb- 

t o r  t o  a c r e d i t o r  i n  connect ion wi th  a l o a n  o r  o t h e r  c r e d i t  

t r a n s a c t i o n .  

( 7 )  18Commissionernmeans commissioner of insurance  of Colo- 

rado. 

SECTION 5. Forms of c r e d i t  l i f e  insurance  and c r e d i t  ~ c c i d e n t  

and h e a l t h  insurance.  ( 1 )  ( a )  C r e d i t  l i f e  insurance  and c r e d i t  

a c c i d e n t  and h e a l t h  insurance  s h a l l  be i s sued  on ly  i n  t h e  fo l lowing  

forms: 

( b )  I n d i v i d u a l  p o l i c i e s  of l i f e  insurance  i s sued  t o  deb to r s  

on t h e  term p lan ;  

( c )  I n d i v i d u a l  p o l i c i e s  of a c c i d e n t  and h e a l t h  insurance  

i s sued  t o  d e b t o r s  on a  term p lan  o r  d i s a b i l i t y  b e n e f i t  p rov i s ions  

i n  i n d i v i d u a l  p o l i c i e s  of c r e d i t  l i f e  insurance ;  

( d )  Group p o l i c i e s  of l i f e  insurance  i s sued  t o  c r e d i t o r s  

providing insurance  upon t h e  l i v e s  of d e b t o r s  on t h e  term plan;  

( e )  Group p o l i c i e s  of a c c i d e n t  and h e a l t h  insurance  i s sued  


t o  c r e d i t o r s  on a  term p lan  i n s u r i n g  d e b t o r s  o r  d i s a b i l i t y  b e n e f i t  




1 prov i s ions  i n  g m u p  c r e d i t  l i f e  insurance  p o l i c i e s  t o  provide 

such coverage,  

SECTION 6, Amount of c r e d i t  l i f e  insurance  and c r e d i t  a cc i -  

den t  and h e a l t h  insurance'.  ( 1 )  The i n i t i a l  amount of c r e d i t  l i f e  

insurance  s h a l l  n o t  exceed t h e  t o t a l  amount repayable  under t h e  

c o n t r a c t  of indebtedness  and, where an indebtedness  i s  repayable  

i n  s u b s t a n t i a l l y  equa l  i n s t a l l m e n t s ,  t h e  amount of insurance  s h a l l  

a t  no t ime exceed t h e  scheduled o r  a c t u a l  a m u n t  of unpaid indebt-  

edness ,  whichever i s  g r e a t e r .  

(2) Notwithstanding t h e  p rov i s ions  of subsec t ion  ( I ) ,  o r  any 

o t h e r  subsec t ion ,  insurance  on a g r i c u l t u r a l  c r e d i t  t r a n s a c t i o n  

commitments, no t  exceeding one y e a r  i n  d u r a t i o n ,  may be w r i t t e n  

13 up t o  t h e  amount of t h e  l o a n  commitment, on a  non-decreasing o r  

14 l e v e l  term plan.  

15 ( 3 )  Notwithstanding t h e  p rov i s ions  of subsec t ion  ( 1 ) .  o r  any 

16 o t h e r  subsec t ion ,  insurance  on educa t iona l  c r e d i t  t r a n s a c t i o n  

17 commitments may be w r i t t e n  f o r  t h e  amount of t h e  p o r t i o n  of such 

18 commitment t h a t  has  n o t  been advanced by t h e  c r e d i t o r .  

19 ( 4 )  The t o t a l  amount of p e r i o d i c  indemnity payable by c r e d i t  

20 a c c i d e n t  and h e a l t h  insurance  i n  t h e  event  of d i s a b i l i t y ,  a s  de- 

21  f i n e d  i n  t h e  po l i cy ,  s h a l l  n o t  exceed t h e  aggrega te  of t h e  p e r i -  

22 od ic  scheduled unpaid i n s t a l l m e n t s  of t h e  indebtedness ;  and t h e  

2 3  amount of each p e r i o d i c  indemnity payment s h a l l  no t  exceed t h e  

24 o r i g i n a l  indebtedness  d iv ided  by t h e  number of p e r i o d i c  i n s t a l l -  

25 ments. 

26 SECTION 7. Term of c r e d i t  l i f e  insurance  and c r e d i t  a c c i d e n t  

27 and h e a l t h  insurance.  ( 1 )  The term of any c r e d i t  l i f e  insurance  

28 o r  c r e d i t  a c c i d e n t  and h e a l t h  insurance  s h a l l ,  s u b j e c t  t o  

29 
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1 acceptance by t h e  insurer, commence on t h e  d a t e  when t h e  d e b t o r  

2 becomes o b l i g a t e d  t o  t h e  c r e d i t o r ,  except  t h a t ,  where a  group 

3 po l i cy  provides  coverage wi th  r eepec t  t o  e x i e t i n g  o b l i g a t i o n s ,  t h e  

4 insurance  on a  d e b t o r  w i th  r e s p e c t  t o  such indebtedness  s h a l l  

5 commence on t h e  e f f e c t i v e  d a t e  of t h e  po l icy .  Where evidence of 

6 i n s u r a b i l i t y  i s  r equ i r ed  and such evidence i s  fu rn i shed  more than  

7 t h i r t y  days  a f t e r  t h e  d a t e  when t h e  d e b t o r  becomes o b l i g a t e d  t o  

8 t h e  c r e d i t o r ,  t h e  term of t h e  insurance  may commence on t h e  d a t e  

9 on which t h e  insurance  company determines  t h e  evidence t o  be 

10 s a t i s f a c t o r y ,  and i n  such event  t h e r e  s h a l l  be an a p p r o p r i a t e  re-

11 fund o r  adjustment  of any charge t o  t h e  d e b t o r  f o r  insurance.  

1 2  The term of such insurance  s h a l l  no t  extend more than  f i f t e e n  days 

13 beyond t h e  scheduled ma tu r i t y  d a t e  of t h e  indebtedness  except  

1 4  when extended wi thout  a d d i t i o n a l  c o s t  t o  t h e  deb to r .  I f  t h e  in-  

15 debtedness  i s  d i scharged  due t o  renewal o r  r e f i n a n c i n g  p r i o r  t o  

16 t h e  scheduled ma tu r i t y  d a t e ,  t h e  insurance  i n  f o r c e  s h a l l  be ter-

17 minated before  any new insurance  may be i s sued  i n  connect ion wi th  

18 t h e  renewed o r  re f inanced  indebtedness .  In a l l  c a s e s  of termina- 

19 t i o n  p r i o r  t o  scheduled ma tu r i t y ,  a refund s h a l l  be paid o r  

20 c r e d i t e d  a s  provided i n  s e c t i o n  10. 

21 SECTION 8. P r o v i s i o n s  of p o l i c i e s  and c e r t i f i c a t e s  of i n su r -

22 ance: d i s c l o s u r e  t o  deb to r s .  ( 1 )  A l l  c r e d i t  l i f e  insurance  and 

23 c r e d i t  a c c i d e n t  and h e a l t h  insurance  s h a l l  be evidenced by an in-

24 d i v i d u a l  p o l i c y ,  o r  i n  t h e  c a s e  of group insurance  by a  c e r t i f i c a t e  

2 5 0 f  insurance,  which i n d i v i d u a l  p o l i c y  o r  group c e r t i f i c a t e  of in-

26su rance  s h a l l  be d e l i v e r e d  t o  t h e  deb to r .  

27 (2 )  Each i n d i v i d u a l  po l icy  o r  group c e r t i f i c a t e  of c r e d i t  

2 8 l i f e  i n su rance ,  o r  c r e d i t  a c c i d e n t  and h e a l t h  insurance ,  o r  c r e d i t  
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5 c e r t i f i c a t e  under  a  group po l i cy ,  t h e  i d e n t i t y  by name, o r  o the r -  

wise ,  of t h e  d e b t o r ,  


7 ( c )  The premium o r  amount of payment, i f  any, by t h e  d e b t o r  


8 s e p a r a t e l y  f o r  c r e d i t  l i f e  insurance  and c r e d i t  a c c i d e n t  and 


h e a l t h  i n su rance ,  

10 ( d )  A d e s c r i p t i o n  of t h e  coverage,  i nc lud ing  t h e  amount and 

l1 term t h e r e o f ,  and any except ions ,  l i m i t a t i o n s ,  and r e s t r i c t i o n s ,  

l2 and s h a l l  s t a t e  t h a t  t h e  b e n e f i t s  s h a l l  be pa id  t o  t h e  c r e d i t o r  t o  


l3 reduce o r  e x t i n g u i s h  t h e  unpaid indebtedness  and, wherever t h e  


l4 amount of insurance  may exceed t h e  unpaid indebtedness ,  t h a t  any 


1s such excess  s h a l l  be payable t o  a  b e n e f i c i a r y ,  o t h e r  than  t h e  


16 c r e d i t o r ,  named by t h e  d e b t o r  o r  t o  h i s  e s t a t e .  


1 7  ( 3 )  Said  i n d i v i d u a l  p o l i c y  o r  group c e r t i f i c a t e  of insurance  


18 s h a l l  be d e l i v e r e d  t o  t h e  i n su red  d e b t o r  a t  t h e  t ime t h e  indebt-  


19 edness i s  incu r r ed  except  a s  provided i n  subsec t ion  ( 4 )  of t h i s  


20 s e c t i o n .  


21 ( 4 )  ( a )  ( i )  I f  s a i d  i n d i v i d u a l  p o l i c y  o r  group c e r t i f i c a t e  


22 of insurance  i s  no t  d e l i v e r e d  t o  t h e  d e b t o r  a t  t h e  t ime t h e  


2 3  indebtedness  i s  incu r r ed ,  a  copy of t h e  a p p l i c a t i o n  f o r  such 


24 p o l i c y  o r  a  n o t i c e  of proposed insurance ,  s igned  by t h e  d e b t o r  and 


25 s e t t i n g  f o r t h :  


26 ( i i )  The name and home o f f i c e  add res s  of t h e  i n s u r e r ,  


27 ( i i i )  The name o r  names of t h e  d e b t o r ,  


28 ( i v )  The premium o r  amount of payment by t h e  d e b t o r ,  i f  any, 


29 
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1 s e p a r a t e l y  f o r  c r e d i t  l i f e  i n su rance  and c r e d i t  a c c i d e n t  and 

2 h e a l t h  i n su rance ,  

3 ( v )  The amount, term, and a  b r i e f  d e s c r i p t i o n  of t h e  cover-  

4 age provided,  s h a l l  be  d e l i v e r e d  t o  t h e  d e b t o r  a t  t h e  time such 

5 indeb tedness  i s  i ncu r r ed .  

6 ( b )  The copy of t h e  a p p l i c a t i o n  f o r ,  o r  n o t i c e  o f ,  proposed 

7 i n su rance  s h a l l  a l s o  r e f e r  e x c l u s i v e l y  t o  i n su rance  covereage,  and 

8 s h a l l  be s e p a r a t e  and a p a r t  from t h e  l oan ,  s a l e ,  o r  o t h e r  c r e d i t  

9 s t a t emen t  of account ,  i n s t rumen t ,  o r  agreement, u n l e s s  t h e  informa- 

10 t i o n  r e q u i r e d  by t h i s  s u b s e c t i o n  i s  prominently se t  f o r t h  t h e r e i n .  

11 Upon accep tance  of  t h e  i n su rance  by t h e  i n s u r e r  and w i t h i n  t h i r t y  

12 days of t h e  d a t e  upon which t h e  indeb tedness  i s  i n c u r r e d ,  t h e  

13 i n s u r e r  s h a l l  cause  t h e  i n d i v i d u a l  p o l i c y  o r  group c e r t i f i c a t e  of 

14 i n su rance  t o  be d e l i v e r e d  t o  t h e  deb to r .  Sa id  a p p l i c a t i o n  o r  

13 n o t i c e  of proposed i n su rance  s h a l l  s t a t e  t h a t  upon accep tance  by 

16 t h e  i n s u r e r ,  t h e  i n su rance  s h a l l  become e f f e c t i v e  a s  provided i n  

17 s e c t i o n  7. 

18 ( c )  I f  t h e  named i n s u r e r  does no t  a c c e p t  t h e  r i s k ,  then  and 

19 i n  such even t  t h e  d e b t o r  s h a l l  r e c e i v e  a  p o l i c y  o r  c e r t i f i c a t e  of 

20 i n su rance  s e t t i n g  f o r t h  t h e  name and home o f f i c e  add re s s  of t h e  

21 s u b s t i t u t e d  i n s u r e r  and t h e  amount of t h e  premium t o  be charged,  

22  and i f  t h e  amount of premium i s  less than  t h a t  se t  f o r t h  i n  t h e  

23 n o t i c e  of  proposed i n su rance ,  an  a p p r o p r i a t e  re fund  s h a l l  be made. 

24 SECTION 9. F i l i n q .  approva l ,  and wi thdrawal  of  forms. ( 1 )  

25 A l l  p o l i c i e s ,  c e r t i f i c a t e s  of i n su rance ,  n o t i c e s  of proposed 

26 i n su rance ,  a p p l i c a t i o n s  f o r  i n su rance ,  endorsements,  and r i d e r s  

27 d e l i v e r e d  o r  i s sued  f o r  d e l i v e r y  i n  t h i s  S t a t e  and t h e  s chedu le s  

28 of premium r a t e s  p e r t a i n i n g  t h e r e t o  s h a l l  be  f i l e d  w i t h  t h e  com-

29 miss ione r .  



1 (2) The commissioner s h a l l  w i t h i n  t h i r t y  days a f t e r  t h e  f i l -  

ing  of any such p o l i c i e s ,  c e r t i f i c a t e s  of insurance ,  n o t i c e s  of 

proposed insurance ,  a p p l i c a t i o n s  f o r  insurance ,  endorsements and 

r i d e r s ,  d isapprove any such form i f  t h e  b e n e f i t s  provided t h e r e i n  

a r e  no t  reasonable  i n  r e l a t i o n  t o  t h e  premium charge ,  o r  i f  it 

c o n t a i n s  p rov i s ions  which a r e  u n j u s t ,  u n f a i r ,  i n e q u i t a b l e ,  mislead-

ing ,  decep t ive ,  o r  encourage mis rep re sen ta t ion  of t h e  coverage,  o r  

a r e  con t r a ry  t o  any p rov i s ion  of t h e  insurance  code o r  of any r u l e  

o r  r e g u l a t i o n  promulgated thereunder .  

( 3 )  I f  t h e  commissioner n o t i f i e s  t h e  i n s u r e r  t h a t  t h e  form i s  

disapproved,  it i s  unlawful t h e r e a f t e r  f o r  such i n s u r e r  t o  i s s u e  

o r  use  such form. I n  such n o t i c e ,  t h e  commissioner s h a l l  s p e c i f y  

t h e  reason f o r  h i s  d i s app rova l  and s t a t e  t h a t  a hear ing  w i l l  be 

g ran ted  w i t h i n  twenty days a f t e r  r e q u e s t  i n  w r i t i n g  by t h e  i n s u r e r .  

No such po l i cy ,  c e r t i f i c a t e  of insurance ,  n o t i c e  of proposed insur -  

16 ance,  nor  any a p p l i c a t i o n ,  endorsement, o r  r i d e r ,  s h a l l  be i s sued  


17 o r  used u n t i l  t h e  e x p i r a t i o n  of t h i r t y  days  a f t e r  it has been s o  


18 f i l e d ,  u n l e s s  t h e  commissioner s h a l l  g i v e  h i s  p r i o r  w r i t t e n  ap- 


19 prova l  t h e r e t o .  


20 (4 )  The commissioner may, a t  any t ime a f t e r  a  hear ing  he ld  


21 no t  l e s s  t han  twenty days  a f t e r  w r i t t e n  n o t i c e  t o  t h e  i n s u r e r ,  


22 withdraw h i s  approval  of any such form on any ground s e t  f o r t h  i n  


23 subsec t ion  ( 2 )  of t h i s  s e c t i o n .  The w r i t t e n  n o t i c e  of such hear-  


24 ing s h a l l  s t a t e  t h e  reason  f o r  t h e  proposed withdrawal.  


25 (5) It i s  no t  l awfu l  f o r  t h e  i n s u r e r  t o  i s s u e  such forms o r  

26 use them a f t e r  t h e  e f f e c t i v e  d a t e  of such withdrawal.  

27 ( 6 )  I f  a group p o l i c y  of c r e d i t  l i f e  insurance  o r  c r e d i t  

28 a c c i d e n t  and h e a l t h  insurance  has  been d e l i v e r e d  i n  t h i s  s t a t e  



1 b e f o r e  t h e  e f f e c t i v e  d a t e  of  t h i s  a c t ,  o r  h a s  been o r  i s  d e l i v e r e d  

2 i n  a n o t h e r  s t a t e  b e f o r e  o r  a f t e r  t h e  e f f e c t i v e  d a t e  of  t h i s  a c t ,  

3 t h e  i n s u r e r  s h a l l  be  r e q u i r e d  t o  f i l e  o n l y  t h e  g roup  c e r t i f i c a t e  

4 and n o t i c e  o f  proposed i n su rance  d e l i v e r e d  o r  i s s u e d  f o r  d e l i v e r y  

5 i n  t h i s  s t a t e  a s  s p e c i f i e d  i n  s u b s e c t i o n  (2 )  and (4)  of s e c t i o n  8 

6 of t h i s  a c t  and such forms s h a l l  be  approved by t h e  commissioner if 

7 t h e y  conform w i t h  t h e  requ i rements  s p e c i f i e d  i n  s a i d  s u b s e c t i o n s  

8 and i f  t h e  s chedu l e s  of premium r a t e s  a p p l i c a b l e  t o  t h e  i n su rance  

9 evidenced by such c e r t i f i c a t e  o r  n o t i c e  a r e  n o t  i n  exce s s  of  t h e  

10 i n s u r e r ' s  s chedu l e s  of premium r a t e s  f i l e d  w i t h  t h e  commissioner; 

11 b u t  t h e  premium r a t e  i n  e f f e c t  on e x i s t i n g  g roup  p o l i c i e s  may be 

12 con t inued  u n t i l  t h e  f i r s t  p o l i c y  a n n i v e r s a r y  d a t e  f o l l owing  t h e  

13 d a t e  t h i s  a c t  becomes o p e r a t i v e  a s  provided i n  s e c t i o n  14. 

14 (7) Any o r d e r  o r  f i n a l  d e t e r m i n a t i o n  of t h e  commissioner under  

13 t h e  p r o v i s i o n s  of t h i s  s e c t i o n  s h a l l  be s u b j e c t  t o  j u d i c i a l  review. 

16 SECTION 10.  Premiums and r e funds .  ( 1 )  Any i n s u r e r  may r e -  

17 v i s e  i t s  s chedu l e s  of  premium r a t e s  from time t o  t ime ,  and s h a l l  

18 f i l e  such  r e v i s e d  s chedu l e s  w i t h  t h e  commissioner. No i n s u r e r  s h a l l  

19 i s s u e  any c r e d i t  l i f e  i n su rance  p o l i c y  o r  c r e d i t  a c c i d e n t  and 

20 h e a l t h  i n su rance  p o l i c y  f o r  which t h e  premium r a t e  exceeds  t h a t  de- 

21 termined by t h e  s c h e d u l e s  of such  i n s u r e r  a s  t h e n  on f i l e  w i th  t h e  

22 commissioner.  

23 (2 )  Each i n d i v i d u a l  p o l i c y ,  o r  group c e r t i f i c a t e  s h a l l  pro- 

24 v i d e  t h a t  i n  t h e  e v e n t  of t e r m i n a t i o n  of t h e  i n s u r a n c e  p r i o r  t o  

25 t h e  scheduled m a t u r i t y  d a t e  of t h e  i ndeb t ednes s ,  any r e fund  of an 

26 amount paid  by t h e  d e b t o r  f o r  i n s u r a n c e  s h a l l  be  pa id  o r  c r e d i t e d  

27 promptly t o  t h e  pe rson  e n t i t l e d  t h e r e t o ;  excep t  t h a t  t h e  commis- 

28 s i o n e r  s h a l l  p r e s c r i b e  a minimum re fund  and no re fund  which would 
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1 be less  t han  such minimum need be  made. The formula  t o  be  used i n  

computing such r e fund  s h a l l  be f i l e d  w i t h  and approved by t h e  corn- 

m i s s ione r .  

4 (3) I f  a c r e d i t o r  r e q u i r e s  a d e b t o r  t o  make any payment f o r  

c r e d i t  l i f e  i n s u r a n c e  o r  c r e d i t  a c c i d e n t  and h e a l t h  i n su rance  and 

an  i n d i v i d u a l  p o l i c y  o r  group c e r t i f i c a t e  o f  i n su rance  i s  n o t  

i s s u e d ,  t h e  c r e d i t o r  s h a l l  immediately g i v e  w r i t t e n  n o t i c e  t o  such 

* d e b t o r  and s h a l l  promptly make an  a p p r o p r i a t e  c r e d i t  t o  t h e  ac-

9 count .  

10 ( 4 )  The amount charged t o  a d e b t o r  f o r  any c r e d i t  l i f e  o r  

l1 c r e d i t  h e a l t h  and a c c i d e n t  i n s u r a n c e  s h a l l  n o t  exceed t h e  premiums 

l2 charged by t h e  i n s u r e r ,  a s  computed a t  t h e  time t h e  charge  t o  t h e  

l3 d e b t o r  i s  determined.  

14 (5) Nothing i n  t h i s  a c t  s h a l l  be  cons t rued  t o  a u t h o r i z e  any 

15 payments f o r  i n s u r a n c e  now p r o h i b i t e d  under  any s t a t u t e ,  o r  r u l e  

16 the r eunde r ,  governing c r e d i t  t r a n s a c t i o n s .  

1 7  SECTION 11. I s s u a n c e  of p o l i c i e s .  A l l  p o l i c i e s  o f  c r e d i t  

18 l i f e  i n su rance  and c r e d i t  a c c i d e n t  and h e a l t h  i n su rance  s h a l l  be  

19 d e l i v e r e d  o r  i s s u e d  f o r  d e l i v e r y  i n  t h i s  s t a t e  on ly  by an  i n s u r e r  

20 a u t h o r i z e d  t o  do an  i n s u r a n c e  b u s i n e s s  t h e r e i n ,  and s h a l l  be i s s u e d  

21 on ly  th rough  h o l d e r s  of  l i c e n s e s  o r  a u t h o r i z a t i o n s  i s s u e d  by t h e  

22 commissioner.  

23 SECTION 12.  Claims.  ( 1 )  A l l  c l a i m s  s h a l l  be promptly re-

24 po r t ed  t o  t h e  i n s u r e r  o r  i t s  d e s i g n a t e d  c l a i m  r e p r e s e n t a t i v e ,  and 

2 5 t h e  i n s u r e r  s h a l l  ma in t a in  adequa t e  c l a i m  f i l e s .  A l l  c l a i m s  s h a l l  

26 be set t led a s  soon a s  p o s s i b l e  and i n  accordance  w i t h  t h e  terms of 

27 t h e  i n s u r a n c e  c o n t r a c t .  


28 ( 2 )  A l l  c l a i m s  s h a l l  be pa id  e i t h e r  by d r a f t  drawn upon t h e  
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i n s u r e r  o r  by check of  t h e  i n s u r e r  t o  t h e  o r d e r  of  t h e  c l a i m a n t  t o  

whom payment of  t h e  c l a i m  i s  due p u r s u a n t  t o  t h e  p o l i c y  p r o v i s i o n s ,  

o r  upon d i r e c t i o n  of such c l a i m a n t  t o  one  s p e c i f i e d .  

( 3 )  No p l a n  o r  ar rangement  s h a l l  be  used whereby any person,  

f i r m ,  o r  c o r p o r a t i o n  o t h e r  t h a n  t h e  i n s u r e r  o r  i t s  d e s i g n a t e d  

c l a i m  r e p r e s e n t a t i v e  s h a l l  be a u t h o r i z e d  t o  s e t t l e  o r  a d j u s t  

c l a i m s .  The c r e d i t o r  s h a l l  n o t  be d e s i g n a t e d  a s  c l a i m  r e p r e s e n t a -  

t i v e  f o r  t h e  i n s u r e r  i n  a d j u s t i n g  c l a i m s ;  b u t  a group p o l i c y h o l d e r  

may, by ar rangement  w i t h  t h e  g roup  i n s u r e r ,  draw d r a f t s  o r  checks  

i n  payment of  c l a i m s  due  t o  t h e  g roup  p o l i c y h o l d e r  s u b j e c t  t o  

a u d i t  and rev iew by t h e  i n s u r e r .  

SECTION 13. E x i s t i n s  i n s u r a n c e  - c h o i c e  of  i n s u r e r .  When 

c r e d i t  l i f e  i n s u r a n c e  o r  c r e d i t  a c c i d e n t  and h e a l t h  i n s u r a n c e  i s  

r e q u i r e d  a s  a d d i t i o n a l  s e c u r i t y  f o r  any i n d e b t e d n e s s ,  t h e  d e b t o r  

s h a l l ,  upon r e q u e s t  t o  t h e  c r e d i t o r ,  have t h e  o p t i o n  of f u r n i s h i n g  

t h e  r e q u i r e d  amount o f  i n s u r a n c e  th rough  e x i s t i n g  p o l i c i e s  of  

i n s u r a n c e  owned o r  c o n t r o l l e d  by him o r  of p r o c u r i n g  and f u r n i s h i n g  

t h e  r e q u i r e d  coverage  th rough  any i n s u r e r  a u t h o r i z e d  t o  t r a n s a c t  

a n  i n s u r a n c e  b u s i n e s s  w i t h i n  t h i s  s t a t e .  

SECTION 14. Enforcement.  The commissioner may, a f t e r  n o t i c e  

and h e a r i n g ,  i s s u e  such r u l e s  and r e g u l a t i o n s  a s  he deems appro-  

p r i a t e  f o r  t h e  s u p e r v i s i o n  of t h i s  a c t .  Whenever t h e  commissioner 

f i n d s  t h a t  t h e r e  h a s  been a  v i o l a t i o n  of t h i s  a c t  o r  any r u l e s  o r  

r e g u l a t i o n s  i s s u e d  p u r s u a n t  t h e r e t o ,  and a f t e r  w r i t t e n  n o t i c e  

t h e r e o f  and h e a r i n g  g i v e n  t o  t h e  i n s u r e r  o r  o t h e r  person a u t h o r -  

i z e d  o r  l i c e n s e d  by t h e  commissioner ,  he s h a l l  set  f o r t h  t h e  de- 

t a i l s  of h i s  f i n d i n g s  t o g e t h e r  w i t h  a n  o r d e r  f o r  compliance by a  

s p e c i f i e d  d a t e .  Such o r d e r  s h a l l  be b ind ing  on t h e  i n s u r e r  and 



1 o t h e r  pe r son  a u t h o r i z e d  o r  l i c e n s e d  by t h e  commissioner on t h e  

2 d a t e  s p e c i f i e d  u n l e s s  s o o n e r  withdrawn by t h e  commissioner o r  a  

3 s t a y  t h e r e o f  h a s  been o r d e r e d  by a  c o u r t  of  competent  j u r i s d i c t i o n .  

4 The p r o v i s i o n s  of s e c t i o n s  6, 7 ,  8 and 9 of t h i s  a c t  s h a l l  n o t  be  

5 o p e r a t i v e  u n t i l  n i n e t y  d a y s  a f t e r  t h e  e f f e c t i v e  d a t e  of  t h i s  a c t ,  

6 and t h e  commissioner  i n  h i s  d i s c r e t i o n  may e x t e n d  by n o t  more t h a n  

7 a n  a d d i t i o n a l  n i n e t y  days  t h e  i n i t i a l  p e r i o d  w i t h i n  which t h e  

8 p r o v i s i o n s  of s a i d  s e c t i o n s  s h a l l  n o t  be  o p e r a t i v e .  

9 SECTION 15. J u d i c i a l  review. Any p a r t y  t o  t h e  proceeding 

10 a f f e c t e d  by an  o r d e r  o f  t h e  commissioner  s h a l l  be  e n t i t l e d  t o  

11 j u d i c i a l  r ev iew by f o l l o w i n g  t h e  p rocedure  set f o r t h  i n  3-16-5, 

12 C.R.S. 1963. 

13 SECTION 16. P e n a l t i e s .  I n  a d d i t i o n  t o  any o t h e r  p e n a l t y  pro- 

14  v i d e d  by law, any pe r son ,  f i r m ,  o r  c o r p o r a t i o n  which v i o l a t e s  a n  

19 o r d e r  o f  t h e  commissioner  a f t e r  it h a s  become f i n a l ,  and w h i l e  such 

16 o r d e r  i s  i n  e f f e c t ,  s h a l l ,  upon proof t h e r e o f  t o  t h e  s a t i s f a c t i o n  

17 of t h e  c o u r t ,  f o r f e i t  and pay t o  t h e  s t a t e  of  Colorado a  sum n o t  

18 t o  exceed two hundred f i f t y  d o l l a r s  which may be r e c o v e r e d  i n  a  

19 c i v i l  a c t i o n ,  e x c e p t  t h a t  i f  such  v i o l a t i o n  i s  found t o  be  w i l l f u l ,  

20 t h e  amount of such  p e n a l t y  s h a l l  be a  sum n o t  t o  exceed one thou-  

21 sand d o l l a r s .  The commissioner ,  i n  h i s  d i s c r e t i o n ,  may revoke o r  

22 suspend t h e  l i c e n s e  o r  c e r t i f i c a t e  o f  a u t h o r i t y  of  t h e  pe r son ,  

23 f i r m ,  o r  c o r p o r a t i o n  g u i l t y  of such  v i o l a t i o n .  Such o r d e r  f o r  sus-  

24 pens ion  o r  r e v o c a t i o n  s h a l l  be upon n o t i c e  and h e a r i n g ,  and s h a l l  

25 be s u b j e c t  t o  j u d i c i a l  r ev iew a s  p rov ided  i n  s e c t i o n  15 of t h i s  

26 ac t .  

27 SECTION 17. S e v e r a b i l i t y  c l a u s e .  I f  any p r o v i s i o n  of t h i s  a c t ,  

2 8 o r  t h e  a p p l i c a t i o n  of such  p r o v i s i o n  t o  any pe r son  o r  c i r c u m s t a n c e s ,  



I s h a l l  be held i n v a l i d ,  t h e  remainder of t h e  a c t ,  and t h e  appl ica-  


2 t i o n  of such provis ion t o  any person o r  circumstances o t h e r  than 


3 those  a s  t o  which it is  held i n v a l i d ,  s h a l l  no t  be a f f e c t e d  there-  


4 by. 


5 SECTION 18. Safe ty  clause.  The general  assembly hereby f i n d s ,  


6 determines,  and d e c l a r e s  t h a t  t h i s  a c t  i s  necessary f o r  t h e  immedi- 


7 a t e  preserva t ion  of t h e  publ ic  peace, hea l th ,  and sa fe ty .  
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1 
BILL E 


A BILL FOR AN ACT 

PROVIDING FOR THE LICENSING AND REGULTION OF MOTOR CLUBS, 

ASSOCIATIONS, AND MOTOR TRAVEL PROMOTION ORGANIZATIONS. 

Be It Enacted & the General  Assemblv of t h e  S t a t e  of Colorado: 

SECTION 1. Chapter  72,  Colorado Revised S t a t u t e s  1963, i s  

amended BY THE ADDITION OF A NEW ARTICLE, t o  read:  

ARTICLE 23 

MOTOR CLUBS, ASSOCIATIONS AND MOTOR TRAVEL PROMOTION ORGANIZATIONS. 

72-23-1. D e f i n i t i o n s .  ( 1 )  A s  used i n  t h i s  a r t i c l e ,  un l e s s  

t h e  con tex t  o therwise  r equ i r e s :  

( 2 )  ( a )  "Motor c lub ,  a s s o c i a t i o n ,  and motor t r a v e l  promotion 

o r g a n i z a t i o n N ,  means any person,  whether o r  no t  r e s i d i n g ,  domi-

c i l e d ,  o r  incorpora ted  i n  t h i s  s t a t e  which i n  cons ide ra t ion  of dues,  

f e e s ,  assessments ,  o r  pe r iod ic  payments of money, o f f e r s  i t s  mem-

b e r s ,  s u b s c r i b e r s ,  o r  f r anch i se -ho lde r s  a s s i s t a n c e  i n  mat te rs  re-

l a t i n g  t o  motor t r a v e l ,  t h e  ope ra t ion ,  u se ,  o r  maintenance of a 

motor v e h i c l e ,  i n  supplying of s e r v i c e s  which may inc lude  b u t  no t  

be l i m i t e d  t o  f u r n i s h i n g  b a i l  bond s e r v i c e ,  community t r a f f i c  

s a f e t y  s e r v i c e ,  t r a v e l  s e r v i c e ,  towing s e r v i c e ,  t h e f t  o r  reward 

s e r v i c e ,  map s e r v i c e ,  t o u r i n g  s e r v i c e ,  emergency road s e r v i c e ,  

l e g a l  f e e  o r  reimbursement s e r v i c e  i n  t h e  defense  of t r a f f i c  of-  

f e n s e s ,  f i n a n c e  s e r v i c e ,  insurance  s e r v i c e ,  and persona l  a c c i d e n t  

insurance  s e r v i c e .  

( b )  Such term inc ludes  any person which by c o n t r a c t  o r  

f r a n c h i s e  a u t h o r i z e s  o r  empowers ano the r  person,  i n  t h e  former ' s  

name o r  s t y l e ,  t o  o f f e r  s e r v i c e s  of motor c l u b ,  a s s o c i a t i o n ,  o r  

motor g r a v e l  promotion o rgan iza t ion .  
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( c )  Such term a l s o  i n c l u d e s  any person  which f o r  a fee,  

dues ,  o r  t h e  p e r i o d i c  payment of  money, o f f e r s  t o  p rocure  f o r  o r  

d i r e c t  t o  t h e  p l ace  o f  b u s i n e s s  of  s u b s c r i b e r s  o r  members, t r a v e l -

ers  s eek ing  s e r v i c e s ,  accommodations, o r  lodg ings .  

(3) 'lDepartmentll means t h e  depar tment  of insurance .  

( 4 )  "Commissioner" means t h e  commissioner of  insurance .  

(5)  "Licensee"  means a motor c l ub ,  a s s o c i a t i o n ,  o r  motor 

t r a v e l  promotion o r g a n i z a t i o n  t o  which a l i c e n s e  ha s  been i s sued  

under  t h i s  a r t i c l e .  

( 6 )  "Appl ican tw means any person ,  f i r m ,  a s s o c i a t i o n ,  o r  

c o r p o r a t i o n  app ly ing  f o r  a  l i c e n s e  o r  renewal  t h e r e o f  under  t h i s  

a r t i c l e .  

( 7 )  "Ba i l  bond s e r v i c e "  means t h e  f u r n i s h i n g  of o r  a r r a n g i n g  

f o r  a  c a s h  d e p o s i t  o r  unde r t ak ing  r e q u i r e d  and a c c e p t a b l e  by law 

f o r  a  member o r  s u b s c r i b e r  accused of a v i o l a t i o n  of any t r a f f i c  

law o r  o rd inance  s o  a s  t o  o b t a i n  h i s  r e l e a s e  from cus tody  pending 

t r i a l .  

(8) "Community t r a f f i c  s a f e t y  s e r v i c e i t  means t h e  o f f e r i n g  o r  

p rov id ing  t r a f f i c  eng inee r i ng  o r  t r a f f i c  s a f e t y  adv i ce  and a s s i s t -  

ance  t o  governmental  a g e n c i e s  f ~ rt h e  purpose of  promoting t h e  

s a f e  and e f f i c i e n t  u s e  of s t r e e t s  and highways, and t o  a i d  appro- 

p r i a t e  a u t h o r i t i e s  i n  t h e  adop t ion  of sound programs f o r  t h e  

e x p e d i t i o u s  f l ow  of  t r a f f i c  f o r  t h e  comfor t ,  convenience and en- 

joyment of bo th  t h e  motor ing p u b l i c  and p e d e s t r i a n s  a l i k e .  

( 9 )  'Emergency road s e r v i c e "  means t h e  ad ju s tmen t ,  r e p a i r ,  

o r  replacement  of t h e  equipment,  t i r e s ,  o r  mechanical  p a r t s  of  an 

automobi le  s o  t h a t  such  au tomobi le  may be  o p e r a t e d  under  i t s  own 

power. 



( 1 0 )  f lFinancing serviceNmeans t h e  a r r a n g i n g  f o r  l o a n s  o r  

o t h e r  advances  of  money by a  l i c e n s e e  t o  members o r  s u b s c r i b e r s .  

( 1 1 )  l l Insurance  s e r v i c e w  means t h e  s e l l i n g  o r  making a v a i l -  

a b l e  a s  a  r e s u l t  of  membership i n  o r  a f f i l i a t i o n  w i t h  a  l i c e n s e e  

a p o l i c y  of  i n s u r a n c e  c o v e r i n g  l i a b i l i t y  o r  l o s s  by t h e  p o l i c y  

h o l d e r  o r  o t h e r  i n s u r e d  r e s u l t i n g  from i n j u r y  o r  damage t o  person 

o r  p r o p e r t y  a r i s i n g  o u t  of  an  a c c i d e n t ,  such  l i a b i l i t y  o r  l o s s  

b e i n g  t h e  consequence of  t h e  ownership ,  maintenance ,  o p e r a t i o n ,  o r  

u s e  o f  a  motor  v e h i c l e .  

( 1 2 )  "Legal reimbursement  s e r v i c e "  means t h e  re imburs ing  of 

members o r  s u b s c r i b e r s  by a  l i c e n s e e  f o r  f e e s  cha rged  by a n  a t -  

t o r n e y  f o r  h i s  a d v i c e  o r  s e r v i c e s  r e n d e r e d  t o  them i n  d e f e n s e  of  

t r a f f i c  o f f e n s e s .  

( 1 3 )  I1Map s e r v i c e t 1  means t h e  f u r n i s h i n g  of  r o a d  maps, t o u r  

p l a n s ,  o r  t o u r  g u i d e s  t o  members o r  s u b s c r i b e r s .  

16 ( 1 4 )  " P e r s o n a l  a c c i d e n t  i n s u r a n c e  s e r v i c e t 1  means t h e  f u r -  

17 n i s h i n g  of a p o l i c y  of i n s u r a n c e  t o  members o r  s u b s c r i b e r s  which 

18 p r o v i d e s  b e n e f i t s  f o r  a c c i d e n t a l  i n j u r y ,  dismemberment, o r  d e a t h .  

19 ( 1 5 )  "Thef t  o r  reward s e r v i c e "  means t h e  o f f e r i n g  of a s s i s t -  

20 ance  i n  l o c a t i n g ,  i d e n t i f y i n g ,  o r  r e c o v e r i n g  s t o l e n  o r  m i s s i n g  

21 motor v e h i c l e s  owned by members o r  s u b s c r i b e r s ,  o r  t h e  o f f e r i n g  

22 of a reward f o r  t h e  purpose  of  d e t e c t i n g  o r  apprehending t h e  person 

2 3  g u i l t y  of t h e  t h e f t .  

24 ( 1 6 )  "Touring s e r v i c e t 1  means t h e  f u r n i s h i n g  by a  l i c e n s e e  of  

25 t o u r i n g  i n f o r m a t i o n  t o  members o r  s u b s c r i b e r s .  

26 ( 1 7 )  I1Towing s e r v i c e t 1  means t h e  f u r n i s h i n g  of  means t o  move 

27 a  motor  v e h i c l e ,  under  power o t h e r  t h a n  i t s  own, from one p l a c e  t o  

28 a n o t h e r .  
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1 ( 18 )  "Trave l  s e r v i c e "  means t h e  f u r n i s h i n g  of  a d v i c e ,  i n f o r -

mat ion,  a s s i s t a n c e ,  o r  ar rangements  f o r  members and t h e  g e n e r a l  

p u b l i c  concern ing  r e s e r v a t i o n s ,  v a r i o u s  accommodations, and v a r i o u s  

t y p e s  of t r a n s p o r t a t i o n  i n  connec t i on  w i t h  t r a v e l ,  b o t h  domest ic  

and world-wide. 

( 1 9 )  "Person" means any person ,  f i r m ,  p a r t n e r s h i p ,  corpora-

t i o n ,  o r  o t h e r  l e g a l  e n t i t y .  

72-23-2. L icense  r e q u i r e d .  (1) From and a f t e r  t h e  e f f e c t i v e  

d a t e  of t h i s  a r t i c l e ,  it s h a l l  be  unlawful  f o r  any person t o  engage 

i n  t h e  o p e r a t i o n  of a  motor c l u b ,  a s s o c i a t i o n ,  o r  motor t r a v e l  

promotion o r g a n i z a t i o n  w i thou t  having f i r s t  met t h e  requ i rements  of 

t h i s  a r t i c l e ,  and o b t a i n e d  a  l i c e n s e  from t h e  commissioner pursu-  

a n t  t o  t h i s  a r t i c l e .  The f e e  f o r  such l i c e n s e  s h a l l  be one hundred 

d o l l a r s  f o r  t h e  i n i t i a l  l i c e n s e  and one hundred d o l l a r s  each  y e a r  

f o r  t h e  renewal t h e r e o f .  

16 72-23-3. A p p l i c a t i o n s  f o r  l i c e n ~ e s ,  f e e s .  bonds, o r  d e p o s i t s .  

17 ( 1 )  Any motor c l u b ,  a s s o c i a t i o n ,  o r  motor t r a v e l  promotion organ- 

18 i z a t i o n  s h a l l  o b t a i n  a  l i c e n s e  by f i l i n g  w r i t t e n  a p p l i c a t i o n  

19 t h e r e f o r  w i t h  t h e  commissioner i n  such form and manner a s  t h e  com-

20 m i s s i o n e r  s h a l l  r e q u i r e .  

21 ( 2 )  ( a )  The a p p l i c a n t  s h a l l  f u r n i s h  t o  t h e  commissioner 

22 such d a t a  and i n fo rma t ion  a s  t h e  commissioner may deem reasonab ly  

23 neces sa ry  t o  e n a b l e  him t o  de te rmine ,  i n  accordance  w i t h  t h e  pro- 

24 v i s i o n s  o f  t h i s  a r t i c l e ,  whether  o r  no t  a l i c e n s e  should  be i s s u e d  

25 t o  t h e  a p p l i c a n t .  It  s h a l l  be execu ted  under  o a t h  by t h e  a p p l i -  

26 c a n t ,  o r  i f  o t h e r  t h a n  an  i n d i v i d u a l ,  by an  a u t h o r i z e d  o f f i c e r  of  

27 t h e  a p p l i c a n t ,  and t h e r e  s h a l l  be f i l e d  w i t h  t h e  a p p l i c a t i o n  t h e  

28 fo l lowing :  
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1 (b) If such  a p p l i c a n t  i s  a c o r p o r a t i o n ,  a c e r t i f i c a t e  from 

2 t h e  s e c r e t a r y  of s t a t e  of Colorado t h a t  it h a s  complied w i t h  t h e  

3 c o r p o r a t i o n  l aws  of t h i s  s t a t e .  

4 ( c )  I f  n o t  i n c o r p o r a t e d ,  a l i s t  of a l l  p e r s o n s  owning a n  

3 i n t e r e s t  i n  t h e  a p p l i c a n t ,  t h e  o f f i c e r s  t h e r e o f ,  and t h e  p a r t i e s  

6 t o  any o p e r a t i n g  o r  management agreement  a f f e c t i n g  t h e  a p p l i c a n t ,  

7 t o g e t h e r  w i t h  a  copy of such agreement .  

8 ( d )  A b a l a n c e  s h e e t  c e r t i f i e d  by a  c e r t i f i e d  p u b l i c  account-  

9 a n t  w i t h i n  t h e  p r e v i o u s  s i x  months, and p r e s e n t i n g  f a i r l y  t h e  

10 f i n a n c i a l  p o s i t i o n  of t h e  a p p l i c a n t  t o  t h e  e x t e n t  n e c e s s a r y  t o  

11 demons t ra te  t h e  f i n a n c i a l  a b i l i t y  of t h e  a p p l i c a n t  t o  comply f u l l y  

12 w i t h  t h e  p r o v i s i o n s  of t h i s  a r t i c l e .  

13 ( e )  The f i r s t  y e a r ' s  annua l  l i c e n s e  f e e  i n  t h e  amount of one 

14 hundred d o l l a r s .  
I 

15 ( f )  ( i )  Evidence  of s e c u r i t y ,  which may be shown by: 

16 ( i i )  D e p o s i t i n g  w i t h  t h e  commissioner  s e c u r i t i e s  approved by 

17 'him having a  market  v a l u e  of one  hundred thousand d o l l a r s ;  o r  

18 ( i i i )  A bond i n  such form a s  t h e  commissioner  may p r e s c r i b e  

19 i n  t h e  pena l  sum of one thousand d o l l a r s ,  i n  f a v o r  of  t h e  peop le  

20 of t h e  s t a t e  of  Colorado.  S a i d  bond s h a l l  be i s s u e d  by a  s u r e t y  

21 company a u t h o r i z e d  t o  do b u s i n e s s  i n  t h i s  s t a t e ,  and it s h a l l  be 

22 c o n d i t i o n e d  upon f u l l  compl iance  by t h e  a p p l i c a n t  w i t h  t h e  p rov i -  

23 s i o n s  of t h i s  a r t i c l e  and t h e  r e g u l a t i o n s  and r u l e s  i s s u e d  t h e r e -  

24 under ,  and upon t h e  good f a i t h  performance by t h e  a p p l i c a n t  of  

25 i t s  c o n t r a c t s  f o r  s e r v i c e s .  

26 ( i v )  I f  t h e  a p p l i c a n t  i s  a  c o r p o r a t i o n  o r g a n i z e d  and e x i s t -  

27 i n g  under  t h e  laws of t h i s  s t a t e ,  and it h a s  a n e t  wor th  i n  e x c e s s  

28 of one hundred thousand d o l l a r s ,  t h e n  t h e  amount of t h e  bond o r  



1 	d e p o s i t  r equ i r ed  by t h i s  paragraph ( f )  s h a l l  be reduced by t h e  

amount of such excess .  

( g )  The bond o r  d e p o s i t  provided f o r  i n  paragraph ( f )  of 

t h i s  s e c t i o n  s h a l l  be maintained SO long a s  t h e  l i c e n s e e  has  any 

outs tanding  l i a b i l i t y  o r  o b l i g a t i o n  i n  t h i s  s t a t e .  Upon proof 

s a t i s f a c t o r y  t o  t h e  commissioner t h a t  t h e  l i c e n s e e  has ceased t o  

do bus iness  and t h a t  a l l  i t s  l i a b i l i t i e s  and o b l i g a t i o n s  have been 

s a t i s f i e d ,  t h e  commissioner s h a l l  r e t u r n  t h e  s e c u r i t y  t o  t h e  l i c e n -  

see. 

( 3 )  The p rov i s ions  of a r t i c l e  2  of chap te r  72, C.R.S. 1963, 

s h a l l  apply t o  s e c u r i t i e s  pledged o r  depos i ted  pursuant  t o  t h i s  

a r t i c l e .  

72-23-4. I ssuance  o r  r e f u s a l  of l i c e n s e  - renewal. (1) ( a )  

Within t h i r t y  days a f t e r  an a p p l i c a t i o n  f o r  l i c e n s e  is  f i l e d ,  t h e  

commissioner s h a l l  i s s u e  a  l i c e n s e  t o  t h e  a p p l i c a n t  un less  he s h a l l  

f i nd :  

17 ( b )  That t h e  a p p l i c a n t  ha,s no t  met a l l  of t h e  requirements 

18 of t h i s  a r t i c l e ;  o r  

19 ( c )  That t h e  a p p l i c a n t  does n o t  have s u f f i c i e n t  f i n a n c i a l  

20 r e s p o n s i b i l i t y  t o  engage i n  bus ines s  a s  a  motor c lub ,  a s s o c i a t i o n  

21 o r  motor t r a v e l  promotion o rgan iza t ion  i n  t h i s  s t a t e ;  o r  

22 ( d )  That t h e  a p p l i c a n t  has f a i l e d  t o  make a  reasonable  show- 

23 ing  t h a t  any of i t s  owners, managers, o f f i c e r s ,  d i r e c t o r s  o r  

24 r e p r e s e n t a t i v e s  a r e  persons of r e l i a b i l i t y  and i n t e g r i t y .  . 
25 ( e )  I f  t h e  commissioner r e f u s e s  t o  i s s u e  t h e  l i c e n s e  he 

26 s h a l l  n o t i f y  t h e  a p p l i c a n t  a s  soon a s  p r a c t i c a b l e  of t h e  reason 

27 f o r  h i s  r e f u s a l  t o  i s s u e  a  l i c e n s e  and inform t h e  a p p l i c a n t  of i t s  

28 r i g h t  t o  a  hear ing  on t h e  m a t t e r  a s  provided i n  s e c t i o n  72-23-6. 



P ( 2 )  A l l  l icenses i s s u e d  h e r e u n d e r  and a l l  renewals t h e r e o f  

2 s h a l l  e x p i r e  on J u n e  3 0 t h  f o l l o w i n g  such  i s s u a n c e  o r  r e n e w a l .  Re-

3 newal  of a l l  l i c e n s e s  n o t  p r e v i o u s l y  r evoked  o r  suspended  s h a l l  be  

upon w r i t t e n  a p p l i c a t i o n  i n  s u c h  fo rms  a s  a r e  p r o v i d e d  by t h e  

5 commiss ione r  and  s h a l l  c o n t a i n  s u c h  i n f o r m a t i o n  a s  p r e s c r i b e d  by 

6 him i n c l u d i n g  a f i n a n c i a l  s t a t e m e n t  a s  r e q u i r e d  u n d e r  72-23-3 ( d )  

7 of  t h i s  a r t i c l e .  The a p p l i c a n t  f o r  r enewa l  s h a l l  pay t h e  a n n u a l  

8 l i c e n s e  f e e  o f  o n e  hundred  d o l l a r s  a s  i n  t h i s  a r t i c l e  p r o v i d e d .  

9 72-23-5.  Powers  o f  t h e  commiss ione r .  (1) The commiss ione r  

10 s h a l l  have  t h e  same powers  and a u t h o r i t y  t o  c o n d u c t  i n v e s t i g a t i o n s  

11 and h e a r i n g s  u n d e r  t h i s  a r t i c l e  a s  v e s t e d  i n  him by s e c t i o n  72-1- 

12 10, C . R . S .  1963.  

13 ( 2 )  ( a )  The commiss ione r  s h a l l  have  power: 

14  ( b )  To i n v e s t i g a t e  p o s s i b l e  v i o l a t i o n s  o f  t h i s  a r t i c l e  and  

15 t o  p r e s e n t  t h e  r e s u l t  o f  s u c h  i n v e s t i g a t i o n  t o  t h e  d i s t r i c t  a t -  

16 t o r n e y  o f  t h e  p r o p e r  j u d i c i a l  d i s t r i c t  when, i n  h i s  o p i n i o n ,  such  

17 v i o l a t i o n s  j u s t i f y  s u c h  a c t i o n ;  

18 ( c )  To s u s p e n d  o r  r e v o k e  any  l i c e n s e  i s s u e d  u n d e r  t h i s  

19 a r t i c l e  upon f i n d i n g ,  a f t e r  n o t i c e  and  o p p o r t u n i t y  f o r  h e a r i n g  

20 t h a t  t h e  l i c e n s e e  h a s  v i o l a t e d  any  of  t h e  p r o v i s i o n s  of  t h i s  

21 a r t i c l e ,  o r  h a s  f a i l e d  t o  m a i n t a i n  t h e  s t a n d a r d s  r e q u i r e d  f o r  t h e  

22 i s s u a n c e  o f  a n  o r i g i n a l  l i c e n s e ,  a s  i n d i c a t e d  i n  s e c t i o n  72-23-3 

23 h e r e o f ,  t h a t  it i s  i n s o l v e n t ,  t h a t  i t s  l i a b i l i t i e s  exceed  i t s  

24 a s s e t s ,  o r  t h a t  i t  e n g a g e s  i n  f r a u d u l e n t  a c t s ;  

25 (d ) To r e q u i r e  a n y  l i c e n s e e  t o  c e a s e  d o i n g  b u s i n e s s  t h r o u g h  

26 any  p a r t i c u l a r  r e p r e s e n t a t i v e  upon a f i n d i n g  a f t e r  n o t i c e  and 

27 o p p o r t u n i t y  f o r  h e a r i n g  t h a t  s u c h  r e p r e s e n t a t i v e  h a s  i n t e n t i o n a l l y  

28 made f a l s e  or m i s l e a d i n g  s t a t e m e n t s  c o n c e r n i n g  t h e  s e r v i c e s  
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1 offered by the licensee represented by him; 

2 ( e )  To approve  o r  d i s a p p r o v e  t h e  name, t r ademarks ,  emblems 

3 and a l l  forms which an  a p p l i c a n t  o r  l i c e n s e e  employs o r  proposes  

4 t o  employ i n  c o n n e c t i o n  w i t h  i t s  b u s i n e s s .  I f  such name, t r a d e -

3 marks o r  emblems a r e  d i s t i n c t i v e  and a r e  n o t  s i m i l a r  o r  i n  c o n f l i c t  

6 w i t h  a  l o c a l  o r g a n i z a t i o n  o r  a  n a t i o n a l l y  r e g i s t e r e d  o r  c o p y r i g h t e d  

7 name, emblem, o r  i n s i g n i a  and n o t  l i k e l y  t o  confuse  o r  mis lead  t h e  

8 p u b l i c  a s  t o  t h e  n a t u r e  o r  i d e n t i t y  of t h e  a p p l i c a n t  u s i n g  o r  pro- 

9 pos ing  t o  u s e  it, and w i l l  n o t  i n t e r f e r e  w i t h  t h e  t r a n s a c t i o n s  of 

10 a l i c e n s e e  a l r e a d y  o p e r a t i n g  i n  t h i s  s t a t e ,  t h e n  t h e y  s h a l l  be  

11 approved.  Otherwise ,  t h e  commissioner  may d i s a p p r o v e  t h e i r  u s e  

12 and o r d e r  t h a t  t h e  l i c e n s e e  c e a s e  t o  u s e  them; and 

13 ( f )  To make any r u l e s  o r  r e g u l a t i o n s  n e c e s s a r y  t o  a d m i n i s t e r  

14 and e n f o r c e  t h e  p r o v i s i o n s  of t h i s  a r t i c l e .  

19 72-23-6. H e a r i n s  on d e n i a l  of l i c e n s e e ;  j u d i c i a l  review. 

16 Any a p p l i c a n t  s h a l l  be e n t i t l e d  t o  a h e a r i n g  b e f o r e  t h e  com-

17 m i s s i o n e r  i n  t h e  e v e n t  such  a p p l i c a t i o n  i s  d e n i e d  o r  n o t  a c t e d  

18 upon w i t h i n  a r e a s o n a b l e  time. Any a p p l i c a n t  o r  l i c e n s e e  a d v e r s e l y  

19 a f f e c t e d  by a  d e t e r m i n a t i o n  of t h e  commissioner s h a l l  have a  r i g h t  

20 t o  seek  j u d i c i a l  r ev iew of  such  d e t e r m i n a t i o n  under  t h e  p r o v i s i o n s  

21 and l i m i t a t i o n s  of s e c t i o n  3-16-5, C.R.S. 1963. 

22 72-23-7. Aqent f o r  s e r v i c e  of  p rocess .  ( 1 )  Every l i c e n s e e  

23 hereunder  s h a l l  a p p o i n t ,  i n  w r i t i n g ,  t h e  commissioner  of i n s u r a n c e  

24 t o  be  t h e  t r u e  and l a w f u l  a t t o r n e y  of  such l i c e n s e e  under  t h i s  

25 a r t i c l e  upon whom a l l  l a w f u l  p r o c e s s  i n  any a c t i o n  o r  proceeding 

26 a g a i n s t  t h e  l i c e n s e e  under  t h i s  a r t i c l e  may b e  se rved .  Such power 

27 of  a t t o r n e y  s h a l l  s t i p u l a t e  and a g r e e ,  upon t h e  p a r t  of  t h e  

28 l i c e n s e e  under  t h i s  a r t i c l e ,  t h a t  any l a w f u l  p r o c e s s  a g a i n s t  such 
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1 licensee which i s  served on t h e  commirsioner, o r  i n  h i s  absence,  

any employee i n  charge of h i s  o f f i c e ,  s h a l l  be of t h e  same l e g a l  

f o r c e  and v a l i d i t y  a s  i f  served on t h e  l i c e n s e e ,  and t h a t  t h e  

a u t h o r i t y  s h a l l  con t inue  i n  f o r c e  so long a s  any l i a b i l i t y  remains 

ou t s t and ing  a g a i n s t  t h e  l i c e n s e e  under t h i s  a r t i c l e  i n  t h i s  s t a t e .  

A c e r t i f i c a t e  of such appointment,  du ly  c e r t i f i e d  and a u t h e n t i -  

ca t ed ,  s h e l l  be f i l e d  i n  t h e  o f f i c e  of t h e  commissioner, and copies  

c e r t i f i e d  by him s h a l l  be deemed s u f f i c i e n t  evidence,  and s e r v i c e  

upon such a t t o r n e y  s h a l l  be deemed s u f f i c i e n t  evidence,  and ser-

v i c e  upon such a t t o r n e y  s h a l l  be deemed s u f f i c i e n t  s e r v i c e  upon t h e  

l i c e n s e e  under t h i s  a r t i c l e .  

( 2 )  ( a )  Whenever l awfu l  p rocess  a g a i n s t  any l i c e n s e e  under 

t h i s  a r t i c l e  s h a l l  be served upon t h e  commissioner, t h r e e  cop ie s  

14 s h a l l  be f u r n i s h e d  and he s h a l l  f o r t h w i t h  forward a copy of t h e  

15 process  served on him, by r e g i s t e r e d  o r  c e r t i f i e d  r e t u r n  r e c e i p t  

16 reques ted  mai l ,  pos tpa id ,  and d i r e c t e d  t o  t h e  s e c r e t a r y  of t h e  

17 l i c e n s e e  under t h i s  a r t i c l e .  . 

18 ( b )  The commissioner s h a l l  a l s o  forward a copy the reo f  t o  

19 t h e  r e s i d e n t  manager o r  o t h e r  s i m i l a r  o f f i c i a l  i n  t h e  s t a t e  of s a i d  

20 l i c e n s e e .  For each s e r v i c e  of p rocess  t h e  sum of two d o l l a r s  

21 s h a l l  be c o l l e c t e d ,  which s h a l l  be paid  by t h e  p l a i n t i f f  a t  t h e  

22 time of such s e r v i c e ,  t h e  same t o  be recovered by him, a s  p a r t  of 

23 t h e  t a x a b l e  c o s t s ,  i f  he p r e v a i l s  i n  t h e  s u i t .  

24 72-23-8. V i o l a t i o n s  - pena l ty .  ( 1 )  Except a s  provided i n  

25 subsec t ion  (2)  of t h i s  s e c t i o n ,  any person who s h a l l  v i o l a t e  any 

26 of t h e  p rov i s ions  of t h i s  a r t i c l e  s h a l l  be g u i l t y  of a misdemeanor 

27 and upon conv ic t ion  s h a l l  be s u b j e c t  t o  a f i n e  of no t  more than  

28 one thousand d o l l a r s ,  imprisonment i n  t h e  county j a i l  f o r  not  



1 more than  one yea r ,  o r  bo th  such f i n e  and imprisonment. 

2 ( 2 )  Any person who s h a l l  v i o l a t e  any of t h e  p rov i s ions  of 

3 	t h i s  a r t i c l e  wi th  i n t e n t  t o  dece ive ,  chea t  o r  defraud any person,  

s h a l l  be g u i l t y  of a f e lony  and on conv ic t ion  t h e r e o f ,  s h a l l  be 

imprisoned i n  t h e  s t a t e  p e n i t e n t i a r y  f o r  a  term not  t o  exceed t e n  

years .  

72-23-9. D i s p o s i t i o n  of f e e s .  I n  t h e  event  an  app l i ca -  

t i o n  f o r  l i c e n s e  f i l e d  hereunder i s  not  approved, t h e  department 

s h a l l  r e t a i n  t e n  d o l l a r s  of t h e  f e e  paid  t o  it i n  connection with  

s a i d  a p p l i c a t i o n  and r e t u r n  t h e  balance t o  t h e  a p p l i c a n t .  

72-23-10. Insurance l i c e n s i n q  p rov i s ions  not  a f f e c t e d .  

Nothing i n  t h i s  a r t i c l e  s h a l l  be construed a s  amending, r epea l ing  

13 o r  i n  any way a f f e c t i n g  any laws now i n  f o r c e  r e l a t i n g  t o  t h e  

14 l i c e n s i n g  of insurance  a g e n t s  o r  insurance  companies o r  t o  t h e  

1 r e g u l a t i o n  the reo f  a s  provided i n  c h a p t e r  72, C.R.S. 1963, and 

16 t h e  p rov i s ions  of t h i s  a r t i c l e  s h a l l  no t  be construed a s  a f f e c t i n g  

17 insurance  and any l i c e n s e e  o p e r a t i n g  pursuant  t o  a  l i c e n s e  i s sued  

18 hereunder s h a l l  be exempt from a l l  laws r e g u l a t i n g  t h e  bus iness  of 

19 insurance ,  except  such laws a s  may be g e n e r a l l y  a p p l i c a b l e  t o  

20 brokers ,  agen t s ,  g e n e r a l  a g e n t s  and employees i n  t h e  event  a  

21 l i c e n s e e  a c t s  i n  any such capac i ty  i n  providing insurance  s e r v i c e  

22 t o  members o r  s u b s c r i b e r s  of  such l i c e n s e e .  

23 72-23-11. Sta tement  of s e r v i c e s  t o  be fu rn i shed  members and 

24 t h e  commissioner. (1) ( a )  Every l i c e n s e e  s h a l l  f u r n i s h  t o  i t s  

25 members, ' subscr ibers  o r  f r a n c h i s e  ho lde r s  and t h e  commissioner a  

26 w r i t t e n  s ta tement  of t h e  s e r v i c e s  o f f e r e d ,  t h e  exac t  name of t h e  

27 l i c e n s e e  and t h e  exac t  l o c a t i o n  of i t s  home o f f i c e ,  and i t s  usua l  

28 p lace  of bus iness  i n  t h i s  s t a t e .  
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(b) I n  a d d i t i o n ,  t h e  licensee s h a l l  f i l e  w i th  t h e  commia- 

s i o n e r  any change, a d d i t i o n  o r  supplement t o  t h e  s e r v i c e s  o f f e r e d ,  

and any change of i t s  o f f i c e  l o c a t i o n  o r  name wi th in  t h i r t y  days 

of such change. 

72-23-12. S o l i c i t a t i o n  by unauthor ized motor c lub .  a s soc i a -

t i o n  o r  motor t r a v e l  promotion o rqan iza t ion .  A person not  holding 

a v a l i d  l i c e n s e  i s sued  under t h i s  a r t i c l e  s h a l l  no t  s o l i c i t  o r  a i d  

i n  t h e  s o l i c i t a t i o n  of ano the r  person t o  e n t e r  i n t o  a  c o n t r a c t  t o  

purchase r membership from, o r  subsc r ibe  t o  a  motor c lub ,  assoc ia -

t i o n  o r  motor t r a v e l  promotion o rgan iza t ion .  

72-23-13. A d v e r t i s i n s  l i m i t a t i o n .  A l i c e n s e e  s h a l l  

make no r e f e rence  t o  i t s  l i c e n s e  o r  approval  from t h e  insurance  

commissioner i n  any a d v e r t i s i n g ,  c i r c u l a r ,  c o n t r a c t  o r  membership 

card .  

SECTION 2. E f f e c t i v e  da t e .  T h i s  a c t  s h a l l  t a k e  e f f e c t  

on J u l y  1, 1967. 

SECTION 3. S a f e t v  clause..  The gene ra l  assembly hereby 

f i n d s ,  determines ,  and d e c l a r e s  t h a t  t h i s  a c t  i s  necessary f o r  t h e  

immediate p r e s e r v a t i o n  of t h e  pub l i c  peace, h e a l t h  and s a f e t y .  



BILL F 

A BILL FOR AN ACT 

CONCERNING BANKING. 

B e  i t  enacted by the General Assembly of --t h e  S t a t e  of - Colorado: 
-7 


SECTION 1. 14-3-2 (3 ) ,  Colorado Revised S t a t u t e s  1963, i s  

REPEALED AND RE-ENACTED , WITH AMENDMENTS, t o  read : 

14-3-2. Accounts and i n t e r e s t .  (3) S t a t e  banks s h a l l  be 

allowed t o  pay i n t e r e s t  on savings o r  t i m e  depos i t s ,  on c e r t i f i -  

c a t e s  of d e p o s i t ,  savings c e r t i f i c a t e s ,  o r  o t h e r  funds on depos i t ,  

t h e  maximum annual r a t e  of which s h a l l  be determined by t h e  bank- 

ing  board as  t h a t  which i s  prudent and sound. 

SECTION 2. 14-6-2 ( I ) ,  Colorado Revised S t a t u t e s  1963, is  

amended t o  read:  

14-6-2. Loans - personal  - secured and unsecured. (1) ( a )  

A s t a t e  bank may lend on the  personal  o b l i g a t i o n  of the  borrower. 

e~-d&~eete~s~-enke~ed-e~-reeerd-i~-khe-m&neke3-e~-the-be~pd~-~~~-


videdT-khat 


(b) No bank s h a l l  loan any o f f i c e r ,  d i r e c t o r ,  o r  employee 

any funds held i n  t r u s t ,  o r  i n  any o t h e r  f i d u c i a r y  capaci ty .  

Loans t o  d i r e c t o r s  i n  excess of t e n  per cen t  of t h e  c a p i t a l  s tock  
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and surplus of the bank shall be made only with the approval 


of a majority of the board of directors, exclusive of the bor- 


rower, entered of record in the minutes of the board. 


SECTION 3. 14-6-3 (1) (a) and (c) , Colorado Revised Stat- 
utes 1963, are amended to read: 

14-6-3. Loans - real estate - security. (1) (a) A state 

bank may make real estate loans secured by first liens upon 

impreved real estate. ine&uding-imprcnred-Gum-&and-and-impreved 

baaineee-and-residentiu~-prepert1:~~~state bank may lend on A 

the security of a first mortgage on impreved real estate; when 

Qa) The loan (excluding any portion thereof guaranteed by 

the. administrator of veterans' affairs pursuant to any law of the 

Uniirted States) is in the form of an obligation, or obligations, 


secured by a mortgage, trust deed, or other instrument, upon 


real' estate which shall constitute a first lien on real estate 


in fee simple or, under such rules and regulations as may be pre- 


scribed by the banking board, on a leasehold under a lease for 

not less than ninety-nine years which is renewable; or wder a 

lease having a period of not less than fifty years to run from 

the date the loan is made or acquired by the state bank. Piny 

state bank may purchase any obligation so secured as provided in 

subsemion (1) of this section when the entire amount of such 

obliga+ion is sold to the state bank. The amount of any such 

loan as provided in subsection (1) of this section hereafter made 

shall not exceed GiGky SEVENTY per centum of the appraised value 

of the real estate offered as security and no such loan shall be 

made for a longer term than five years; except that any such 

loan may be made in an amount not to exceed eixey EIGHTY per 
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1 centum of the appraised value of the real estate offered as 

security and for a term not longer than ten years if the loan is 


secured by an amortized mortgage, deed of trust, or other such 


instrument, under the terms of which the installment payments 


are sufficient to amortize forty per centum or more of the prin- 


cipal of the loan within a period of not more than ten years; 


the foregoing limitations and restrictions shall not prevent the 


renewal or extension of loans heretofore made; or when 


SECTION 4. 14-9-6, Colorado Revised Statutes 1963, is RE-


PEALED AND RE-ENACTED, WITH AMENDMENTS, to read: 


14-9-6. Incorporators. Five or more individual incorpor- 


ators desiring to organize a state bank shall file with the com- 


missioner, in triplicate, an application for charter on the form 


prescrtbed therefor and'together with all other documents re- 


quired by section 14-9-9, all of which instruments shall be duly 


16 signed by each of the incorporators and sworn to before an officer 

17 authorized by the laws of this state to administer oaths. A 

18 majority of the incorporators shall be residents of the state 

19 and citizens of the United States. Each incorporator shall, 

prior to the filing of said application, subscribe and pay in 

21 full in cash for stock having a par value of not less than one 

22 per cent of the minimum capital and paid-in surplus requirements. 

23 SECTION 5. 14-9-7, Colorado Revised Statutes 1963, is RE-

24 PEALED AND RE-ENACTED, WITH AMENDMENTS, to read: 

25 14-9-7. Application fees. Each application for charter 

26 shall 9re accompanied by an application fee of one thousand dol- 

27 lars made payable to the state treasurer. No portion of such 

28 application fee shall thereafter be refundable in wbo9e or in 

29 
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part, except that seven hundred fifty dollars may be refunded to 


the incorporators by the commissioner if the application for 


charter is withdrawn by the said incorpor,ators prior to the date 


set for the public hearing on said application by the banking 


board as provided in section 14-9-10. 


SECTION 6. 14-9-8 (2), Colorado Revised Statutes 1963, is 

amended to read: 

14-9-8. Organization expenses. (2) Upon the grant of a 

charter, any unexpended balance shall be transferred to undivided 

profits. If ne-app&ieatien-Ser-a-eharter-haa-been-made-within 

aix-mentha-eS-the-6i&~ng-e6-a-netiee-eS-&ntent&en~-er-any-~dd5-

tien&&-peried-a&&ewed-by-the-eemiss&ee THE APPLICATION FOR 

CHARTER HAS BEEN WITHDRAFTN BY THE INCORPORATORS, or if the appli- 

cation has been finally denied, an ANY unexpended balance shall 

be distributed among the contributors in proportion to their 

respective payments. The cmissioner may require an account of 

disbursements from the fund and may order the incorporators to 

restore any sum which has been expended for other than proper 

organization expenses. 

SECTION 7. 14-9-9 (1) (a) and (c) , Colorado Revised Statutes 
1963, are amended, and said 14-9-9 is further amended BY THE ADDI- 

TION OF A NEW SUBSECTION (3), to read: 

14-9-9. Application for charter. (1) (a) After the capital 

stock has been fully subscribed and not later than six months 


from the date of &&&Sag-eE-the-neliee-85-&nlene3ren5 THE FIRST CON- 


TRACT TO SUBSCRIBE FOR STOCK, the incorporators must make applica- 

tion to the commissioner for a charter. er-the-netiee-eG-&neen-


tien-and-my-righ(r3-and-prSvS&egea-a(5~endan~-tkereC!e-skaII-be 




1 deemed-te-have-&&peed? The incorporators shall submit to the 


cormnissioner: 


(c) An application for a charter in such form, and. contain- 

ing such information, as the banking board requires, including 

but not limited to the following: The name, business and resi- 

dence address, and business and professional affiliations of each 

director and executive officer; the name, residence, citizenship, 

and occupation of each subscriber, and the number of shares for 

which he has subscribed; the past and present connection with any 

bank, other than as a customer, on terms generally available to 

the public of each director and each subscriber to more than five 

per cent of the capital stock; THE AMOUNT TO BE BORROWED AND FROM 

WHOM BORROWED ON ANY STOCK ISSUED TO A SUBSCRIBER TO MORE THAN 

F I V E  P E R  CENT OF THE CAPITAL STOCK; the address at which it is 

15 proposed that the state bank do business, or, if such address is 

16 not known, the area within a radius of one-half mile in which 

17 the proposed bank is to be located and the community or communi- 

18 ties which it proposes to serve; a statement that all the proposed 

19 bylaws have been attached as an exhibit to the application; and 

20 such other information as the banking board may reasonably re- 

21 quire to enable it to determine whether a charter should be 

22 issued. The proposed bylaws shall be attached to the applica- 

23 tion as an exhibit. 

24 (3) Not more than forty days after the date upon which the 

25 application and all required documents are properly filed with 

26 the commissioner, the commissioner shall mail notice of such fil- 

27 ing by registered or certified mail to each bank doing business 

28 in the community in which the proposed bank is to be located, 

29 
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1 to such additional banke as may be doing business within a three , 

2 mile radius of the location of the proposed bank, and to such 

3 other persons or banks as the commissioner or banking board may 

4 designate. Such notice shall be in the form prescribed therefor 

5 by the banking board and shall include a statement that an appli- 

6 cation for a state banking charter has been filed, the date of 

7 such filing, the names and addresses of the incorporators there- 

8 of, and the location of the proposed bank. The connnissioner 

9 shall also cause such notice to be published at least one time, 

10 not more than forty days after the date of filing such applica- 

11 tion, in a newspaper of general circulation within the community 

12 in which such proposed bank is to be located, 

13 SECTION 8, 14-9-17 (2) (b) and ( 4 ), Colorado Revised Stat- 
14 utes 1963, are amended to read: 

Directors - meetings - duties. Each loan, 

16 advance, discount, overdraft, and purchase or sale of a security 

17 which exceeds in amount ene-kenkh-eiE one per cent of the capital 

18 and surplus of the corporation, or one thousand dollars, which- 

19 ever is larger, and each loan, advance, discount, and overdraft, 

20 which makes the total obligations from one obligor exceed that 

21 amount. 

22 (4) A state bank authorized to exercise trust powers shall 

23 not accept, or voluntarily relinquish, a fiduciary account without 

24 the approval or ratification of the board of directors, or of a 

25 committee of officers or directors designated by the board to 

26 perform this function, but the board of directors or the com- 

27 mittee may prescribe general rules governing acceptances or relin- 

28 quishment of fiduciary accounts, and action taken by an officer 

29 
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1 	in accordance with these rules is sufficient approval, Any com-

2 	mittee so designated shall keep minutes of its meetings and re- 

port at each monthly meeting of the board of directors all action 

taken since the previous meeting of the board. The board of 

directors shall designate one 'or more committees of not less 

than three qualified officers or directors to supervise the in- 

vestment of fiduciary funds. No such investment shall be made, 

retained or disposed of without the approval of a cmittee as 

to which the bank has investment or review responsibility. At 

least eaee TWICE in every calendar year, at intewals of not more 

than tzweave SIX months, the cormnittee shall review all the assets 

of each fiduciary account as to which the bank has investment or 

review responsibility and shall determine their current value, 

safety, and suitability and whether the investments should be 

modified or retained. The committee shall keep minutes of its 

16 meetings and shall report at each monthly meeting of the board of 

17 directors its conclusions on all questions considered and all 

18 action taken since the previous meeting of the board. 

19 SECTION 9. 14-11-2 (I), Colorado Revised Statutes 1963, 

20 is amended to read: 

21 14-11-2. Involuntary liquidation by commissioner - reorgan-

22 ization. (1) Except as otherwise provided in this code, only 

23 the commissioner may take possession of a state bank, if, after 

24 a hearing before the banking board, the banking board shall find: 

25 The bank's capital is impaired or it is otherwise in an unsound 

26 condition; the bank's business is being conducted in an unlawful 

27 or unsound manner; the bank is unable to continue normal opera- 

28 tions; examination of the bank has been obstructed or impeded; 



f OR THAT CONTROL OF THE BANK HAS BEEN ASSWD BY ANY PERSON OR 


2 PERSONS CONVICTED OF A FELONY OR OF FRAUD I N  THIS  STATE OR ANY 


3 OTHER JURISDICTION, OR BY ANY PARTNERSHIP , ASSOCIATION, OR COR- 


4 PORATION CONTROLLED, DIRECTLY OR INDIRECTLY, BY ANY PERSON SO 


5 CONVICTED, UNLESS THE BOARD DETERMINES THAT SUCH PERSON HAS BEEN 


6 DULY REHABILITATED OR OTHERWISE THAT THE BANK WILL BE HONESTLY 


7 AND EFFICIENTLY MANAGED. 


8 SECTION 10. Effective date-. This act shall take effect 


9 July 1, 1967. 


11 finds, determines, and declares that this act is neaamaey for 


13 safeow.. 


10 SECTION 11. Safety clause. The general assedbEy hereby 


1I the iarrmedte4m p r e m m e e l b  dfthe pubEii&:p a c e ,  RwP#i%,, 
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A BILL FOR AN ACT 

CCNCERNING CREDIT UNIONS. 

Be It Enacted b~ the General  Assembly of t h e  S t a t e  of  Colo- -
-II a-


rado: 

SEnJQN 4. 38-1-1, Colorado Revised S t a t u t e s  1963, is  

RS?PEALBD AND RB-WC789, WITH AM4NDMENTS. t o  read: 

38-1-1. D e f i n i t i o n  - m a t i o n - c h a r t e r .  ( 1 )  A 

c r e d i t  union is  a  coopera t ive  a s s o c i a t i o n ,  incorpora ted  

pursuant t o  t h i s  a r t i c l e  f o r  t h e  twofold purpose of promot- 

ing  t h r i f t  among i t s  members and c r e a t i n g  a sou rce  o f  c r e d i t  

f o r  them a t  f a i r  and reasonable  r a t e s  of  i n t e r e s t .  

(2)  ( a )  A c r e d i t  union may be organized i n  t h e  follow- 

ing  manner: 

(b)  Any e i g h t  o r  more r e s i d e n t s  of t h e  s t a t e  of Colo- 

rado who have a  common bond of employment o r  a s s o c i a t i o n  

may execute i n  t r i p l i c a t e  a q t i c l e s  of i nco rpo ra t ion ,  s e t t i n g  

f o r t h  t h e r e i n  t h e  tenns  by which they  ag ree  t o  b e  bound. 

The a r t i c l e s  s h a l l  s t a t e  t h e  name and address  of t h e  proposed 

c r e d i t  union; t h e  names and addresses  of t h e  i nco rpo ra to r s ;  

Eliminated from C,R.S. 
38-1-1 (1)  is unnecessary
terminology. Language has  
a l s o  been added t o  provide a 
more concise d e f i n i t i o n  of  
t h e  func t ions  o f  a credit 
union, 

The amendments t o  C.R.S. 
38-1-1 (2)  (b )  would make it 
more d i f f i c u l t  t o  o rgan ize  
a c r e d i t  union t h a n  it has  
been i n  t h e  p a s t  by t h e  addi-
t i o n a l  s p e c i f i c a t i o n  that 
t h e  i nco rpo ra to r s  must have 
a Hcommon bond of emplcqmmt 
o r  a s soc i a t i onn  b e f o r e  
a r t i c l e s  of i nco rpo ra t ion  
can  be executed. The changes 



t h e  number of s h a r e s  subscr ibed by each inco rpo ra to r ;  and 

t h e  term of e x i s t e n c e  of t h e  co rpo ra t ion ,  which may be 

perpe tua l .  The p a r  va lue  of each s h a r e  of any c r e d i t  union 

s h a l l  be f i v e  d o l l a r s .  

( c )  The inco rpo ra to r s  s h a l l  p repare  i n  t r i p l i c a t e  pro- 

posed by-laws f o r  t h e  governing of t h e  c r e d i t  union, con-

s i s t e n t  wi th  t h e  prov is ions  of t h i s  a r t i c l e ,  on s t anda rd  

forms approved by t h e  s t a t e  bank commissioner, and s h a l l  
I 

d e f i n e  t h e r e i n  t h e  proposed e l i g i b i l i t y  requirements f o r  
W 

P membership.
I 

( 3 )  The a r t i c l e s  of i nco rpo ra t ion  and t h e  by-laws s h a l l  

be f i l e d  with t h e  commissioner i n  t r i p l i c a t e  upon t h e  payment 

of a f i l i n g  f e e  of f i v e  d o l l a r s ,  Within t h i r t y  days  a f t e r  

such f i l i n g  and payment of such fee, t h e  commissioner s h a l l  

determine whether t h e  same conform t o  t h e  p rov i s ions  of t h i s  

a r t i c l e ,  and whether such a  c r e d i t  union would b e n e f i t  t h e  

members and proposed members t h e r e o f ,  c o n s i s t e n t  w i t h  t h e  

purposes of t h i s  a r t i c l e .  

(4 )  Upon approval  of such a r t i c l e s  and by-laws by t h e  

a l s o  remove t h e  H g r a n d f a t h e r m  
p rov i s ion  a l lowing t h e  p a r  
va lue  of sha re s  of  a c r e d i t  
union t o  be less t h a n  f i v e  
d o l l a r s  per  share. 

C.R.S. 38-1-1 (2)  ( c )  and 
s e c t i o n s  38-1-1 (3). (4) ,  ( 5 ) ,  
(6)  have been amended t o  make 
t h e  i nco rpo ra t ion  procedure  
of c r e d i t  unions more c o n s i s t -
e n t  wi th  t h e  procedures  f o l -  
lowed by o t h e r  newly formed 
f i n a n c i a l  i n s t i t u t i o n s  i n  
Colorado, 



s b ~ i s i ~ ~ r ,he s h a l l  i s s u e  a c e r t i f i c a t e  of appmva& in 

f i f p i f c s t e  arid a t t a c h  a copy thereof  t o  each copy of t h e  

s a i d  a r t i c l e s  of fncorporation.  The incorpora to r s  s h a l l  t h e n  

f i l a  appsoved a r t i c l e s  wi th  t h e  s e c r e t a r y  of s t a t e  pursuant 

t o  t h e  *Colorado Corporation Code*. A copy of t h e  a r t i c l e s ,  

c e r t i f i e d  by the  s e c r e t a r y  of s t a t e ,  s h a l l  be f i l e d  with  t h e  

commissioner. 

I 

I-
UI 

i 

( 5 )  Afte r  t h e  s a i d  c e r t i f i e d  copy of a r t i c l e s  of in-

corpora t ion  have been f i l e d  with  t h e  commissioner, he s h a l l  

i s s u e  a- c h a r t e r  f o r  such c r e d i t  union, a t  which t i m e  t h e  

c r e d i t  union s h a l l  become a body corpora te  having t h e  powers 

enumerated i n  sec t ion  31-2-1, C.R.S. 1963, except  as other-

wise provided o r  l i m i t e d  i n  t h i s  a r t i c l e .  

( 6 )  The by-laws approved by t h e  commissioner s h a l l  

then be adopted by t h e  i n i t i a l  board of d i r e c t o r s  of t h e  

c r e d i t  union. 

SECTION 2. 38-1-2, 

REPEALED AND RE-ENACTED, 

38-1-2. BY-laws of 

Colorado Reviffad S t a t u t e s  1963, i s  

WITH AMENDME)JTs, t o  read: 

c red i t -un ions .  The commissioner 

With t h e  except ion  of c e r t a i n  
ind iv idua l  f a c e t s  of organi -  
za t ion  and procedure, t h e  
recommended amendments t o  
C.R.S. 38-1-2 would require 



s h a l l  cause  t o  be prepared a  s t anda rd  form of by-laws, con-

s i s t e n t  wi th  t h i s  a r t i c l e ,  t o  be i s sued  t o  a l l  c r e d i t  unions. 

A l l  c r e d i t  unions organized on o r  a f t e r  t h e  e f f e c t i v e  d a t e  

of t h i s  subsec t ion ,  a s  amended, s h a l l  ope ra t e  under  t h e  

s tandard  by-laws, except  t h a t  each such c r e d i t  union,  sub jec t  

t o  t h e  approval  of t h e  commissioner, s h a l l  propose i t s  own 

name, i t s  f i e l d  of membership, t h e  number of  members of i t s  

board of d i r e c t o r s ,  its c r e d i t  committee, and i ts  superv isory  
I 

r committee, and provis ions  r e l a t i v e  t o  times and p l aces  of 
u' 

OI 

meetings of t h e  membership and o f  t h e  board o f  d i r e c t o r s  and 
I 

provis ions  r e l a t i v e  t o  t h e  conduct  of e l e c t i o n s  and b a l l o t i n g  

of t h e  c r e d i t  union. Any and a l l  amendments t o  t h e  by-laws 

s h a l l  be approved by t h e  commissioner be fo re  t h e y  become 

opera t ive. 
SECTION 3. 38-1-4, Colorado Revised S t a t u t e s  1963, i s  

REPEALED AND RE-ENACTED, WITH AMENDMENTS, t o  read: 

38-1-4. Powers. ( I )  ( a )  A c r e d i t  union s h a l l  have 

t h e  following powers: 

( b )  To r e c e i v e  t h e  sav ings  of its members either a s  

a l l  s t a t e  c h a r t e r e d  c r e d i t  
unions  t o  o p e r a t e  under 
s tandard  by-laws which would 
be  prepared by t h e  bank 
commissioner. P r e s e n t l y ,
t h e  S t a t e  Bank Commissioner 
has  a u t h o r i t y  o n l y  t o  ap- 
prove o r  d i sapprove  of amend-
ments t o  e x i s t i n g  by-laws 
which a r e  no t  r e q u i r e d  t o  be 
s tandard.  

C.R. S. 38-1-4 (1)  (e) ,  and 
( f ) ,  a s  amended, would re-
str ic t  t h e  investment  powers 
o f  c r e d i t  unions i n  some 
r e s p e c t s  and broaden t h e s e  
powers i n  o t h e r  respects. 



payment on shares o r  a s  deposi ts ,  including t h e  r i g h t  t o  con- 

duct  Christmas c lubs ,  vacation c lubs ,  and o the r  such t h r i f t  

organizat ions o r  plans within t h e  membership. 

( c )  To make loans  t o  i t s  members. 

( d )  To make loans  t o  o the r  c r e d i t  unions a s  provided 

i n  t h i s  a r t i c l e .  

( e )  To depos i t  i n  s t a t e  and na t iona l  banks insured by 

t h e  f e d e r a l  deposi t  insurance corporat ion;  t o  inves t  i n  t h e  
I 

P shares  o r  accounts of savings and loan a.ssociations insured 
u' 

4 

by the  federa l  savings and loan insurance corporat ion;  and, 
I 

t o  an extent  which s h a l l  not exceed twenty-five per c e n t  of 

i ts  paid-in c a p i t a l ,  t o  invest  i n  t h e  shares  and depos i t s  of 

t h e  c e n t r a l  c r e d i t  union organized pursuant t o  t h i s  a r t i c l e .  

P resen t ly  C.R.S. 38-1-4 ( 1 )
( e )  r e s t r i c t s  a  c r e d i t  
unionts investment power i n  
savings and loan a s s o c i a t i o n s  
t o  an amount not t o  exceed 
ntwenty-five per c e n t  of its 
c a p i t a l . "  I "Capi ta lw is n o t  
now defined . This  r e s t r i c -  
t i o n  was considered t o  be t o o  
r i g i d ,  p a r t i c u l a r l y  a t  times 
when it is d i f f i c u l t  f o r  
c r e d i t  unions t o  make l o a n s  
t o  members, and has been re-
moved. However, CeRoS. 
38-14 (1) (e )  has been 
f u r t h e r  amended t o  permit 
investment i n  
and loan  assoc p savingsa t i o n s  which 
a r e  insured by t h e  United 
S t a t e s  govennnent. 

While the amended v e r s i o n  of 
CoF4.S. 38-14 (1)  ( e )  would 
retain t h e  Ntwsnty-five per
cen t  of capitalw l i m i t a t i o n  
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of i t s  pa lda in  c a p i t a l ,  i n  s t o c k s ,  bonds, o r  o t h e r  s e c u r i t i e s  

0% any c ~ ~ g o r d t i 5 ndrgan i%ed  under t h e  l aws  of  any s t a t e  o f  

the  United S t a t e s  and list~don any n a t i o n a l  o r  r e g i o n a l  s tock 

eltchannga 

( g )  To barrow money a s  provided i n  s e c t i o n  38-1-15. 

( h )  To apply  f o r  and hold membership i n  a  c e n t r a l  c r e d i t  

union organized pursuan t  t o  t h i s  a r t i c l e ,  i n  any o t h e r  cen- 

t r a l  c r e d i t  union a u t h o r i z e d  t o  t r a n s a c t  b u s i n e s s  i n  t h i s  
I 

s t a t e ,  and i n  any o ~ g a n i z a t i o n  o r  a s s o c i a t i o n '  of c r e d i t  unions 
0 
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(i) To acqu i r e ,  th rough  purchase  o r  o t h e r  l awfu l  t r a n s -  
1 

ect ians ,  and t o  hold t i t l e  t o  r e a l  and p e r s o n a l  p r o p e r t y  

nececaary  and i n c i d e n t a l  t o  t h e  o p e r a t i o n  of  t h e  c r e d i t  union,  

and to s e l l ,  mortgage, o r  o the rw i se  d i s p o s e  of t h e  same. 

Investment  i n  s t o c k s ,  bonds ,  
and o t h e r  c o r p o r a t e  s e c u r i -  
t ies would be l i m i t e d  t o  t e n  
p e r  c e n t  of pa id - i n  c a p i t a l -  

P r e s e n t l y ,  a c r e d i t  un ion  
does  n o t  have power t o  h o l d  
t i t l e  t o  r e a l  p rope r ty .  
C.R.S. 38-1-4 ( 1 )  ( i )  would 
permit  a  c r e d i t  un ion  t o  
purchase and ho ld  p r o p e r t y  
i n c i d e n t a l  t o  i ts o p e r a t i o n s ,  
e.g., o f f i c e  s p a c e  o r  a  
bu i l d ing .  A newly o r g a n i z e d  
credit union f r e q u e n t l y  re-
l ies  on dona t ed  o f f  i c e  space
a t  t h e  o u t s e t  of o p e r a t i o n s .  
As its b u s i n e s s  grows, how-
eve r ,  it is o f t e n  n e c e s s a r y  
f o r  t h e  c r e d i t  un ion  t o  move 
t o  l a rge*  rented q u a r t e r s .
The recommended amendment 
would pe rmi t  purchase  o f  the 
necessa ry  p r o p e r t y ,  b u t  it 



1 would permit a  c r e d i t  union 
t o  become a  l a n d l o r d ,  r en t -
i n g  o f f i c e  space t o  o t h e r  
businesses .  

( 3 )  To e x e r c i s e  such i n c i d e n t a l  powers a s  s h a l l  be 

necessary t o  enable  it t o  c a r r y  on e f f e c t i v e l y  t h e  bus iness  

f o r  which it i s  incorporated.  

C.R,S. 38-1-4 (1)  ( j ) has  
been added t o  c o v e r  inc iden-  
t a l  powers of c r e d i t  un ions  
which a r e  necessary  t o  t h e i r  
ope ra t ions  but  which a r e  n o t  
exp res s ly  d e l e g a t e d  i n  t h i s  
a r t i c l e .  

I 

C1
u' 
0 

SECTION 4. 38-1-5 (2). Colorado Revised S t a t u t e s  1963, 

i s  REPEALED AND RE-ENACTED, WITH AMENDMENTS, t o  read:  

38-1-5. Membership. (2)  C r e d i t  union o rgan iza t ion  

and membership o t h e r  than t h a t  of a c e n t r a l  c r e d i t  union 

s h a l l  be l i m i t e d  t o  groups 'having a  common i n t e r e s t  o r  occu- 

pa t ion  o r  a s soc i a t i on .  A member of  t h e  immediate fami ly  of 

any person, who, under t h e  p rov i s ions  of t h i s  a r t i c l e ,  i s  

e l i g i b l e  f o r  membership i n  a  c r e d i t  union may a l s o  be admit- 

t e d  t o  membership t he re in .  "Immediate family" means persons 

r e l a t e d  by blood, by marriage, o r  adoption,  who l i v e  t o g e t h e r  

a s  one household, 

C.R.S. 38-1-5 p e r t a i n s  t o  
membership i n  c r e d i t  unions ,  
The amendments t o  38-1-5 (2)
f u r t h e r  r e f i n e  t h e  def i n i -  
t i o n  of t h e  membership of a 
c r e d i t  union by r e s t r i c t i n g  
membership s o l e l y  t o  pe r sons  
of t h e  same occupa t iona l  
group o r  t o  t hose  persons  
having some o t h e r  common 
i n t e r e s t ,  such a s  a church 
group o r  club. The d e f i n i t i o n  
"immediate fami ly*  of a mem-
b e r  has a l s o  been d e f i n e d  t o  
r e s t r i c t  membership t o  "per-
sons r e l a t e d  by blood,  by 
marriage o r  by adop t ion  and 
l i v i n g  under one roo f  and a s  
one household." The e x i s t i n g  
broad d e f i n i t i o n  o f  Winmredi-
a t e  fami lyH could be i n t e r p r e -
ted t o  mean anyone r e l a t e d  t o  
a member. 



I 

SECTION 5. 38-1-6 ( 3 ) ,  Colorado Revised S t a t u t e s  1963, 

i s  REPEALED AND RE-ENACTED, WITH AMENDMENTS, and s a i d  38-16 

i s  f u r t h e r  amended BY THE ADDITION OF NEW SLJBSECTIONS (4) AND 

( 5 ) .  t o  read: 

38-1-6. Examinations - r e p o r t s  - powers of commissioner. 

( 3 )  The commissioner may i s s u e  r u l e s  and r e g u l a t i o n s  neces- 

s a r y  f o r  t h e  admin i s t r a t i on  and enforcement of  t h i s  a r t i c l e ,  

and s h a l l  re fe rence  t h e  same t o  t h e  s e c t i o n  o r  s e c t i o n s  of 

I- t h i s  a r t i c l e  t o  which they  apply. Such m l e s ' a n d  r e g u l a t i o n s  
OI 
I- s h a l l  be promulgated pursuant t o  t h e  p rov i s ions  of a r t i c l e  

@ 

1 6  of chapte r  3, C.R.S. 1963, and a  copy of such r u l e s  and 

r e g u l a t i o n s  and of each o r d e r  s h a l l  be  mailed t o  each c r e d i t  

union i n  t h i s  s t a t e  a t  l e a s t  t h i r t y  days  p r i o r  t o  t h e  e f f ec -  

t i v e  da t e  t he reo f ,  except  a s  t o  temporary o r  emergency 

r u l e s .  

(4 )  Any person aggrieved and d i r e c t l y  a f f e c t e d  by any 

o r d e r  of t h e  commissioner may o b t a i n  j u d i c i a l  review t h e r e o f  

by f i l i n g  an a c t i o n  f o r  review i n  t h e  d i s t r i c t  c o u r t  f o r  t h e  

j u d i c i a l  d i s t r i c t  i n  which any c r e d i t  union a f f e c t e d  the reby  

Added t o  t h e  powers g r a n t e d  
t h e  S t a t e  Bank C~cnmnissioner 
under s e c t i o n  36-1-6 a r e  t h e  
following: 

Sec t ion  38-1-6 (3)  empowers 
t h e  bank commissioner t o  
i s s u e  r u l e s  and r e g u l a t i o n s  
necessary f o r  the  admin i s t r a -
t i o n  of t h e  c r e d i t  union 
s t a t u t e s ,  a  power n o t  p re sen t -  
l y  held .  

Sec t ion  38-1-6 (4) e x p r e s s l y
g r a n t s  c r e d i t  un ions  the 
r i g h t  of c o u r t  review, a s  
a l r e a d y  provided by t h e  Ad- 
m i n i s t r a t i v e  Code. 
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committee of no t  l e s s  than t h r e e  members, a l l  t o  hold o f f i c e  

f o r  such terms r e s p e c t i v e l y  a s  t h e  by-laws provide and u n t i l  

successors  a r e  e l e c t e d  and q u a l i f y .  I n  a d d i t i o n ,  9ne o r  more 

. a l t e r n a t e  members of t h e  c r e d i t  committee may be e l e c t e d  t o  . ... . 
qeFve i n  t h e  absence of members of  t h e  c r e d i t  committee. A 

d -
record of t h e  names and addresses  of t he  members of t h e  board .... . 

and such committees and a l t e r n a t e s  and t h e  o f f i c e r s  s h a l l  be 

f i l e d  wi th  t h e  commissioner w i t h i n  t e n  days a f t e r  t h e i r  e l ec -  
8 

t ion.I-' 
OI 
P SECTION 8. 38-1-9, Colorado Revised S t a t u t e s  1963, i s  
8 

REPEALED AND RE-ENACTED, WITH AMENDMENTS, t o  read:  

38-1-9. D i r e c t o r s  and o f f i c e r s .  ( 1 )  ( a )  ~t t h e i r  

f i rs t  meeting a f t e r  t h e  annual e l e c t i o n ,  t h e  d i r e c t o r s  s h a l l  

e l e c t  from t h e i r  own number a  p r e s i d e n t ,  one o r  more vice- 

p res iden ts ,  a  s e c r e t a r y ,  and a  t r e a s u r e r ,  of whom t h e  l a s t  

two named may be t h e  same ind iv idua l .  It s h a l l  be t h e  duty  

9f l h ~b~qqcjqF d i r e c t o r s  t o  have gene ra l  management of t h e  

a f f a i r g  of t h e  c r e d i t  union, p a r t i c u l a r l y :  

temporary absence of r e g u l a r  
members. The recommendat i o n  
f o r  vo t ing  by mai l  i s  based  
on s ta tements  of c r e d i t  u n i o n  
o f f i c i a l s ,  who po in ted  o u t  
t h a t  it i s  very d i f f i c u l t  t o  
g e t  a l l  t h e  members of a 
c r e d i t  union t o g e t h e r  a t  one 
t ime f o r  t h e  purpose of e l e c -
t i n g  o f f i c e r s ,  p a r t i c u l a r l y  
when t h e  c r e d i t  union i s  
l a r g e  and inc ludes  employees 
of f  i nns  which have p l a n t s  i n  
s e v e r a l  l oca t ions .  

The changes i n  38-1-9 ( 1 )  
( a )  would c l a r i f y  t h e  time 
a t  which t h e  board of d i r e c -  
t o r s  s h a l l  e l e c t  i t s  o f f i c e r s  
and would improve t h e  termi-
nology of t h i s  s e c t i o n  ( e g g . ,  
spec i fy ing  t h a t  a ' s e c r e t a r y w  
i n s t e a d  of H ~ l e r k Ys h a l l  be  
e l ec t ed .  ) The amendatory 
language would a l s o  permit  
t h e  e l e c t i o n  of more than  one 
v ice-pres iden t ,  as may be 
requi red  by t h e  s i z e  and 
scope of ope ra t ions  of i n d i -
v i d u a l  c r e d i t  unions.  
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( b )  To a c t  on a p p l i c a t i o n s  f o r  membership, o r  t o  ap- 

p o i n t  from among t h e  membership of t h e  c r e d i t  union, one o r  

more membership o f f i c e r s  who may a c t  on a p p l i c a t i o n s  f o r  

membership. 

( c )  To determine i n t e r e s t  r a t e s  on 1oan.s and on de- 

p o s i t s ,  and t o  determine whether an i n t e r e s t  refund s h a l l  be 

made t o  members i n  p ropor t ion  t o  t h e  i n t e r e s t  paid by them 

dur ing  any given per iod ,  and t o  d e c l a r e  t h e  r a t e  of any such 

i n t e r e s t  refund. Any such refund s h a l l  be paid from i n t e r -  

e s t  income of t h e  c r e d i t  union p r i o r  t o  any t r a n s f e r  t o  

r e se rves ,  and s h a l l  be paid  t o  a l l  members who paid i n t e r e s t  

t o  t h e  c r e d i t  union du r ing  t h e  per iod and who were members 

of record of t h e  c r e d i t  union a t  t h e  c l o s e  of such period.  

( d )  To f i x  t h e  amount of t h e  b l anke t  s u r e t y  bond which 

s h a l l  cover  a l l  e l e c t e d  and appointed o f f i c i a l s  and a l l  

The new l a n  uage of C.R.S. 
38-1-9 ( 1 )  qb) would pe rmi t  
t h e  board of d i r e c t o r s  o f  a  
c r e d i t  union t o  appoin t  mem-
bersh ip  o f f i c e r s  t o  a c t  o n  
a p p l i c a t i o n s  f o r  membership 
on a  day-to-day b a s i s .  The 
appointment of membership 
o f f i c e r s  would serve a s  a n  
improvement over  t h e  p r e s e n t  
procedure of de lay ing  a c t i o n  
on new a p p l i c a t i o n s  u n t i l  
t h e  monthly meeting of a 
c r e d i t  un ion ' s  board of  d i r e c -
t o r s .  

C.R.S. 38-1-9 (1) ( c ) ,  a s  
amended, would g ive  t h e  boa rd  
of d i r e c t o r s  of a c r e d i t  
union l e g a l  a u t h o r i z a t i o n  t o  
refund t o  borrowers a p o r t i o n  
of t h e  i n t e r e s t  paid on l o a n s  
i n  years  when t h e  c r e d i t  
union i s  exper ienc ing  good 
r e t u r n s  on investments.  

C.R.S. 38-1-9 (1) ( d l ,  a s  
amended, would r e q u i r e  t h e  
board of d i r e c t o r s  t o  f i x  a 



employees of t h e  c r e d i t  union. Such b l anke t  s u r e t y  bond 

s h a l l  be i n  an amount equa l  t o  t h e  a s s e t s  of t h e  c r e d i t  

union a s  of  December 31 of t h e  p r ev ious  y e a r ,  o r  one m i l l i o n  

d o l l a r s ,  whichever i s  l e s s .  

1 

I- ( e )  To d e c l a r e  d iv idends ;  and,  s u b j e c t  t o  approva l  by 
m 
6 


t h e  commissioner, adop t  amendments t o  t h e  by-laws of t h e1 

c r e d i t  union. 

( f )  To de te rmine  when any vacancy s h a l l  e x i s t  i n  t h e  

board of d i r e c t o r s  o r  i n  t h e  c r e d i t  committee and t o  f i l l  

vacanc ies  i n  t h e  board and i n  t h e  c r e d i t  committee u n t i l  

successors  a r e  e l e c t e d  a t  t h e  n e x t  annual  e l e c t i o n  and 

q u a l i f y ,  and t o  appo in t  one o r  more a s s i s t a n t  s e c r e t a r i e s  

o r  t r e a s u r e r s ,  o r  both,  a s  needed, o r  t o  h i r e  a  g e n e r a l  

b l a n k e t  s u r e t y  bond f o r  a l l  
o f f i c e r s  and employees f o r  
an  amount of 100 p e r  c e n t  of  
a  c r e d i t  union 's  a s s e t s  o r  
$1,000,000, whichever is  
less. P re sen t l y ,  t h e  board  
of d i r e c t o r s  i s  p e n n i t t e d  t o  
f i x  t h e  amount of t h e  s u r e t y  
bond f o r  o f f i c e r s  and employ- 
ees and, wi th  t h e  e x c e p t i o n  
of t h e  s u r e t y  bond f o r  t h e  
t r e a s u r e r ,  t h e  amount of t h e  
bond does  no t  n e c e s s a r i l y  
have t o  be c o r r e l a t e d  t o  t h e  
a s s e t s  o f  t h e  c r e d i t  un ion ,  

I n  a d d i t i o n  t o  having t h e  
p r e s e n t  power of d e c l a r i n g  
d iv idends ,  s e c t i o n  38-1-9 
( e ) ,  a s  amended, would p e r m i t  
t h e  board  of  d i r e c t o r s  o f  a 
c r e d i t  union t o  a d o p t  amend- 
ments t o  t h e  by-laws, w i t h o u t  
r e q u i r i n g  t h e  p r i o r  a p p r o v a l  
of t h e  c r e d i t  un ion ' s  metnber-
s h i p  a t  t h e  annua l  meet ing,  

The amended v e r s i o n  of C.R.S. 
38-1-9 ( 1 )  ( f )  p r o v i d e s  t h a t  
a  board of d i r e c t o r s  has  t h e  
a u t h o r i t y  t o  de te rmine  when a 
vacancy e x i s t s  on  t h e  board  
of d i r e c t o r s  o r  on t h e  c r e d i t  
committee. On occas ion ,  a  
board o r  c r e d i t  committee 
member w i l l  become i n a c t i v e  
f o r  a  long pe r iod  o f  time 
and t h e  a c t i v e  members on t h e  



TMT 

manager o t h e r  t h a n  t h e  t r e a s u r e r .  

( g )  To determine t h e  maximum i n d i v i d u a l  s h a r e  ho ld ings  
I i n  t h e  c r e d i t  union,  and t h e  maximum amount of i n d i v i d u a l  
I-
OI 
4 l oans  which can be made e i t h e r  w i t h  o r  wi thou t  s e c u r i t y .  
I 

( h )  To have charge of  and supe rv i s e  inves tments  of 

c r e d i t  union funds  o t h e r  than  l o a n s  t o  members. 

( i )  To permit  t h a  d e s t r u c t i o n  of o l d  r eco rds  and f i l e s  

a f t e r  a  per iod of s i x  y e a r s  has  e l a p s e d  o r  a f t e r  t h e  same 

have been recorded on microf i lm o r  o t h e r  r ep roduc t i on  pro- 

cess .  

( 3 )  To provide  f o r  compensation of necessa ry  c l e r i c a l  

and a u d i t i n g  a s s i s t a n c e  reques ted  by t h e  supe rv i so ry  com- 

m i t t e e ,  and of l o a n  o f f i c e r s  appoin ted  by t h e  c r e d i t  commit- 

board  have no t  had t h e  power 
t o  d i smi s s  t h e  d e l i n q u e n t  
member and appo in t  a r e p l a c e -
ment t o  serve u n t i l  t h e  n e x t  
annua l  e l e c t i o n .  

The changes a l s o  pe rmi t  t h e  
board of  d i r e c t o r s  t o  h i r e  
a s s i s t a n t  t r e a s u r e r s ,  a s  
needed, o r  t o  h i r e  a  g e n e r a l
manager o t h e r  t h a n  t h e  
t r e a s u r e r .  

No s u b s t a n t i v e  amendment. 

No s u b s t a n t i v e  amendment. 

S i n c e  records  and f i l e s  a r e  
f r e q u e n t l y  kep t  on microf i lm,  
C.R.S. 38-1-9 ( 1 )  ( i ) ,  a s  
amended, would a l l o w  r e c o r d s  
and f i l e s  t o  be d e s t r o y e d  
once t hey  have been p l aced  o n  
permanent f i l e  by means o f  a 
reproduc t ion  p rocess .  

Subsect ion (j) of  C.R.S. 
38-1-9 ( 1 )  has  been added t o  
g i v e  t h e  board of  d i r e c t o r s  
a u t h o r i t y  t o  p rov ide  compen- 
s a t i o n  f o r  c l e r i c a l  and 





A t  l e a s t  a  major i ty  of t h e  members of t h e  c r e d i t  cornnittee 

s h a l l  pass  on a l l  l oans  and approval  of any loan  must be 

unanimous, except,  t h a t  t h e  c r e d i t  committee may appoint  one 

o r  more l o a n  o f f i c e r s ,  and de l ega t e  t o  t h e  same t h e  power t o  

approve l o a n s  which a r e  f u l l y  secured by t h e  a p p l i c a n t ' s  

shares  o r  which a r e  w i t h i n  l i n i t s  p re sc r ibed  by t h e  c r e d i t  

committee. Each loan  o f f i c e r  s h a l l  f u r n i s h  t o  t h e  c r e d i t  

committee a  record of each loan  approved and each loan  no t  

I y e t  approved by him, w i t h i n  seven days a f t e r  t h e  d a t e  of 
CI 

f i l i n g  of t h e  a p p l i c a t i o n  t h e r e f o r .  A l l  l o a n s  no t  approved 9 


I by a  l o a n  o f f i c e r  s h a l l  be considered by t h e  c r e d i t  commit- 

t ee .  No ind iv idua l  s h a l l  have a u t h o r i t y  t o  d i s b u r s e  funds 

of t h e  c r e d i t  union f o r  any loan  which has been approved by 

him i n  h i s  capaci ty  a s  a  loan  o f f i c e r .  Not more than  one 

member of t h e  c r e d i t  committee may be  appointed a s  a  loan  

o f f i c e r ,  and no member of  t h e  c r e d i t  committee s h a l l  r e c e i v e  

any compensation a s  a  l o a n  o f f i c e r  o r  be employed by t h e  

c r e d i t  union i n  any o t h e r  capac i ty .  The c r e d i t  committee 

s h a l l  meet a s  o f t e n  a s  may be necessary a f t e r  due n o t i c e  t o  

each member. Vacancies i n  t h e  c r e d i t  committee s h a l l  be 

t o  ffll vacanc ies  i n  accord-  
ance wi th  38-1-9 11)  ( f  ), as 
amended. 





menhers of t h e  c r e d i t  co rmi t t ee ,  and s h a l l  c a l l  a  s p e c i a l  

meeting of t h e  members of t h e  c r e d i t  union n o t  l e s s  than 

seven no r  more than  f o u r t e e n  days t h e r e a f t e r - t o  a c t  on such 

suspension o r  suspensions.  The =embers a t  s a i d  meeting may 

s u s t a i n  any such s u s p e n ~ f o n  and zenove any such ~ f f i c e s ,  

d i r e c t o r ,  o r  member of t h e  c r ed i t  union permanently and e l e c t  

a  succes so r  t h e r e t o  f o r  t h e  unexpired term of o f f i c e  o r  may 

r e i n s t a t e  any such person. 
I 

P ( e )  Biennia l ly  v e r i f y ,  o r  cause  t o  be v e r i f i e d ,  t h e  
4 
P memberst share ,  depos i t ,  and loan  accounts ,  e i t h e r  by c a l l i n g  
I 

i n  t h e  passbooks, o r  by sending,  o r  causing t o  be s e n t ,  a 

s ta tement  of account t o  each member. 

( 2 )  By major i ty  vo te ,  t h e  superv isory  committee may 

c a l l  a  s p e c i a l  meeting of t h e  members of t h e  c r e d i t  union t o  

cons ider  any v i o l a t i o n  of any provis ion  of t h i s  a r t i c l e ,  t h e  

by-laws of t he  c r e d i t  union, o r  any r u l e  o r  requirement of 

t h e  c r e d i t  union, by any o f f i c e r ,  d i r e c t o r ,  member of any 

committee, o r  any member, which t h e  committee deems t o  be 

de t r imenta l  t o  t h e  c r e d i t  union. The supe rv i so ry  committee 

c a l l  a  meeting of a  c r e d i t  

union's  membership t o  a c t  o n  

t h e  suspension of any o f f i c e r  

of  t h e  c r e d i t  union.  


Language has  been added t o  
C.R.S. 38-1-11 ( 1 )  ( e )  t o  
permit t h e  supe rv i so ry  commit- 
t e e  t o  d e l e g a t e  a u t h o r i t y  t o  
employees t o  v e r i f y ,  b i enn i -  
a l l y ,  memberst sha re s ,  de-
p o s i t s ,  and l o a n  accounts  and 
t o  send out  s t a t emen t s  t h e r e o n .  

New language i n  C.R.S. 38-1-11 
(2 )  d e f i n e s  more s p e c i f i c a l l y  -
than a t  p r e s e n t  t h e  c o n d i t i o n s  
f o r  c a l l i n g  a  s p e c i a l  mee t ing  
of a c r e d i t  un ion ' s  member-
s h i p  by t h e  supe rv i so ry  com- 
mit tee .  



TEXT 


s h a l l  f i l l  vacancies  i n  i t s  own membership u n t i l  t h e  next  an- 

nual  e l e c t i o n  of t h e  c r e d i t  union. 

SECTION 11. 38-1-13, Colorado Revised S t a t u t e s  1963, i s  

REPEALED AND RE-ENACTED, WITH AMENDMENTS, t o  read:  

38-1-13. Minors. Shares may be i s sued  and d e p o s i t s  re-  

ceived i n  t he  name of a  minor. A member who i s  a minor s h a l l  

be e n t i t l e d  t o  withdraw o r  pledge any sha re s  owned by him and 

t o  r ece ive  from t h e  c r e d i t  union any and a l l  d iv idends ,  o r  
I 

o t h e r  moneys, a t  any time t h e  same become due, i n  t h e  same
P 
4 

manner and s u b j e c t  t o  t h e  same cond i t i ons  a s  an a d u l t ,  and 
I 

any r e c e i p t  o r  acqu i t t ance  s igned by such a  minor s h a l l  con-

s t i t u t e  a v a l i d  r e l e a s e  and d i scha rge  t o  t h e  c r e d i t  union 

f o r  t h e  payment of such moneys. A c r e d i t  union may c o n t r a c t  

and otherwise t r a n s a c t  business  w i th  a  minor member a s  i f  he 

were an a d u l t ,  and such a  minor s h a l l  no t ,  by reason  of h i s  

minor i ty ,  be e n t i t l e d  t o  r e sc ind ,  avoid,  o r  r e p u d i a t e  such 

con t r ac t  o r  o t h e r  t r a n s a c t i o n ,  o r  t h e  e x e r c i s e  of any r i g h t  

o r  p r iv i l ege  thereunder ;  except ,  t h a t  t h i s  p rov is ion  s h a l l  

not  apply t o  any c o n t r a c t  o r  t r a n s a c t i o n  en t e red  i n t o  a f t e r  

The r e v i s i o n s  suggested f o r  
C.R.S. 38-1-13 a r e  a t t e m p t s  
t o  e s t a b l i s h  i n  t h e  c r e d i t  
union s t a t u t e  t h a t  a minor 
has  bo th  t h e  r i g h t s  and o b l i -  
g a t i o n s  of an a d u l t  member o f  
a c r e d i t  union when engaging 
i n  c r e d i t  t r a n s a c t i o n s .  
L imi t a t i ons  on b o t h  cont rac-  
t o r a l  o b l i g a t i o n s  and minimum 
membership age a r e  a l s o  pro- 
vided f o r  by t h e  amendments 
t o  t h i s  s ec t ion .  
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" a s s e t s w  of a c r e d i t  union 
increase  each t i m e  an amount 
of money is  borrowed. 

SECTION 13. 38-1-16, Colorado Revised S t a t u t e s  1963, I 

i s  REPEALED AND RE-ENACTED, WITH AiMENDMENTS, t o  read: I 


38-1-16. Loans. A c r e d i t  union may make loans  t o  mem- 	 Old language has  been s t r i c k e n  
and new language has  been ad-  

bers  subjec t  t o  t h e  provis ions of t h i s  a r t i c l e  and t h e  by-laws 	 ded t o  C.R.S. 38-1-16 f o r  
c l a r i f i c a t i o n  of t h e  s e c t i o n s  

of t h e  c r e d i t  union. A borrower may repay h i s  loan  i n  whole 	 provisions.  There a r e  no 

o r  i n  pa r t  any day t h e  o f f i c e  of t h e  c r e d i t  union i s  open f o r  I 	subs tan t ive  changes. 


I 

r business. Upon t h e  approval of both t h e  c r e d i t  committee 
4 

P 

and t h e  board of d i r e c t o r s ,  a d i r e c t o r ,  o f f i c e r ,  o r  member of 
I 

t he  supervisory o r  c r e d i t  committee may borrow from t h e  I 

c r e d i t  union i n  which he holds o f f i c e  beyond t h e  amount of 
 I 
h i s  shares  and depos i t s  i n  s a i d  c r e d i t  union. No d i r e c t o r ,  
 I 
o f f i c e r ,  o r  member of t h e  supervisory o r  c r e d i t  committee I 

may endorse any evidence of indebtedness f o r  any o t h e r  bor- 
 I 
rower. 
 I 

SECTION 14. 38-1-17, Colorado Revised S t a t u t e s  1963, i s  The following s u b s t a n t i v e  

amendments have been added 
IREPEALED AND RE- ENACTED, WITH AMENDMENTS, t o  read: t o  C.R.S. 38-1-17: 


Reserves. A l l  en t rance  f e e s ,  and any C.R.S. 38-1-17 	 ( 1 )  ( a )  I 




I 

f i n e s  which may be provided i n  t h e  by-laws f o r  f a i l u r e  t o  

make payments on l o a n s  and s h a r e s  when due ,  c o l l e c t e d  i n  any 

month, s h a l l  be t r a n s f e r r e d  t o  t h e  g e n e r a l  r e s e r v e  fund a t  

t h e  end a£ t h a t  month. A t  t h e  c l o s e  of each d i v i d e n d  p e r i o d ,  

and b e f o r e  t h e  d e c l a r a t i o n  of any d iv idend  f o r  such p e r i o d ,  

twenty p e r  c e n t  of t h e  n e t  e a r n i n g s  of t h e  c r e d i t  union ac-

cumulated d u r i n g  such p e r i o d ,  o r  s o  much t h e r e o f  a s  necessa ry ,  

s h a l l  be t r a n s f e r r e d  t o  t h e  g e n e r a l  r e s e r v e  fund  u n t i l  such 
t 

fund,  a t  t h e  c l o s e  of such p e r i o d ,  e q u a l s  twen ty  p e r  c e n t  o f  
J 
W 

t h e  t o t a l  amount of l o a n s  t h e n  o u t s t a n d i n g .  

( b )  Such r e s e r v e  fund s h a l l  be used by t h e  c r e d i t  union 

a s  a  r e s e r v e  a g a i n s t  bad d e b t s  and o t h e r  l o s s e s ,  and s h a l l  

be d i s t r i b u t e d  o n l y  i n  t h e  p r o c e s s  of l i q u i d a t i o n  of  t h e  

c r e d i t  union. I f ,  a t  t h e  end of  any f i s c a l  y e a r ,  t h e  amount 

of s a i d  r e s e r v e  fund s h a l l  exceed twenty p e r  c e n t  of  t h e  

t o t a l  amount of l o a n s  t h e n  o u t s t a n d i n g ,  t h e  board  of d i r e c t o r s  

r e q u i r e s  c r e d i t  u n i o n s  t o  
e s t a b l i s h  a  r e s e r v e  fund  i n  
which 20 p e r  c e n t  of n e t  
e a r n i n g s  a t  t h e  end of a l l  
d iv idend  p e r i o d s  a r e  p l a c e d  
i n  r e s e r v e  u n t i l  20 p e r  c e n t  
( i n s t e a d  of  15 p e r  c e n t ,  a s  
r e q u i r e d  by t h e  p r e s e n t  pro-  
v i s i o n )  of t h e  t o t a l  amount 
of l o a n s  o u t s t a n d i n g  a t  t h e  
end of each d i v i d e n d  p e r i o d  
i s  a t t a i n e d .  A d d i t i o n a l  
amounts a r e  r e q u i r e d .  t o  be  
d e p o s i t e d  a t  t h e  end o f  e a c h  
d iv idend  p e r i o d  i n  o r d e r  t o  
ma in ta in  t h i s  20 p e r  c e n t  
f i g u r e  i n  t h e  r e s e r v e  fund. 
Dele ted  i n  t h e  amended ver-
s i o n  a r e  r e f e r e n c e s  t o  t h e  
average  of  t h e  amount of 
l o a n s  o u t s t a n d i n g  i n  t h e  l a s t  
t h r e e  f i s c a l  y e a r s ,  upon 
which t h r e e  y e a r  a v e r a g e  t h e  
amount of  t h e  r e s e r v e  fund i s  
p r e s e n t l y  based. 

7 

C.R.S .  38-1-17 (1) ( b )  per-  
m i t s  t h e  board o f  d i r e c t o r s  
t o  t r a n s f e r  t o  und iv ided  
e a r n i n g s  any amount i n  t h e  
r e s e r v e  fund which is  found 
t o  be i n  e x c e s s  o f  t h e  r e -

u i rements  of  s u b s e c t i o n  (1) 
a )  of s e c t i o n  17. 
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SECTION 16.  38-1-19, Colorado Revised S t a t u t e s  1963, is  

REPEALED AND RE-ENACTED, WITH AMENDMENTS, t o  r e a d :  

38-1-19. Expulsion o r  wi thdrawal  of  members, A member 

may be e x p e l l e d  by m a j o r i t y  v o t e  of  t h e  board o f  d i r e c t o r s  

i f  s a i d  board d e t e r m i n e s  t h a t  t h e  member has  n o t  f o r  a  p e r i o d  

of s i x  y e a r s  o r  more, e i t h e r  i n c r e a s e d  o r  d e c r e a s e d  t h e  

amount of h i s  s h a r e s  i n  o r  d e p o s i t  w i t h  t h e  c r e d i t  union,  ex-

c l u s i v e  of d i v i d e n d  o r  i n t e r e s t  c r e d i t s  t h e r e o n ;  o r  t h a t  f o r  

such t ime has  f a i l e d  t o  respond t o  t h e  s u p e r v i s o r y  commit tee1s  

e f f o r t s  t o  v e r i f y  h i s  accoun t ;  o r  t h a t  f o r  such time has 

f a i l e d  t o  a t t e n d  a n  annua l  membership meeting o r  c a s t  a  b a l -

l o t  i n  any annua l  e l e c t i o n ;  o r  t h a t  f o r  such time h a s  f a i l e d  

t o  correspond o r  o the rwise  i n d i c a t e  any i n t e r e s t  i n  o r  

knowledge of h i s  s h a r e s  o r  d e p o s i t ,  Any member may withdraw 

from t h e  c r e d i t  union a t  any t ime ,  b u t  n o t i c e  o f  wi thdrawal  

may be  r e q u i r e d  i n  t h e  by-laws, A l l  amounts p a i d  on s h a r e s  

o r  a s  d e p o s i t s  of  a n  e x p e l l e d  member o r  withdrawing member, 

t o g e t h e r  wi th  any d i v i d e n d s  o r  i n t e r e s t  a c c r e d i t e d  t h e r e t o ,  

t o  t h e  d a t e  t h e r e o f ,  a s  funds  become a v a i l a b l e  and a f t e r  

The amendments t o  C.R.S. 
38-1-19 would p e r m i t  t h e  
board of  d i r e c t o r s  ( i n s t e a d  
o f  t h e  c r e d i t  u n i o n ' s  mem-
b e r s h i p )  t o  e x p e l  and c l o s e  
t h e  accoun t s  of  members i f  
t h e y  have been i n a c t i v e  f o r  
a  p e r i o d  o f  s i x  y e a r s .  I f  a n  
e x p e l l e d  member c a n n o t  be 
l o c a t e d ,  t h e  amendment f u r t h e r  
p rov ides  f o r  t h e  t r a n s f e r  o f  
t h e  o u t s t a n d i n g  s h a r e s  and 
e a r n i n g s  t o  a c c o u n t s  p a y a b l e  
o f  t h e  c r e d i t  un ion .  
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union t o  show cause why i t s  operat ions should not be suspended 

u n t i l  such insolvency, v i o l a t i o n ,  o r  manner of operat ion i s  

r e c t i f i e d ,  and a f fo rd  t h e  c r e d i t  union an opportunity f o r  a  

hearing not  less than t e n  days nor  more than twenty days a f t e r  

such order.  Such o r d e r  s h a l l  be i n  wr i t ing  and de l ivered  by 

r e g i s t e r e d  o r  c e r t i f i e d  mail. I f  t h e  c r e d i t  union f a i l s  t o  

answer such order  o r  i f  any o f f i c e r  o r  d i r e c t o r  of o r  a t t o r n e y  

f o r  t h e  c r e d i t  union f a i l s  t o  appear a t  t h e  time set f o r  t h e  
I 

hearing, the commissioner e i t h e r  may revoke €he c e r t i f i c a t e  
(r, 

of incorporation of t h e  c r e d i t  union, o r  may order  t h e  i m e d i -  
I 

a t e  suspension of opera t ions  of t h e  c r e d i t  union except t h e  

c o l l e c t i o n  of payments on outstanding loans  o r  o the r  obliga- 

t i o n s  due the c r e d i t  union, o r  both, and may enforce any 

such o rde r  by an ac t ion ,  f i l e d  i n  t h e  d i s t r i c t  cour t  of t h e  

j u d i c i a l  d i s t r i c t  wherein the  p r i n c i p a l  o f f i c e  of t h e  credit  

union i s  located, seeking t o  enjo in  f u r t h e r  opera t ions  o r  t o  

appoint a  receiver  f o r  such c r e d i t  union. 

(b)  Any c r e d i t  union t o  which an o rde r  t o  show cause 

has been issued pursuant t o  paragraph ( a )  of t h i s  subsect ion,  

and involuntary l i q u i d a t i o n  
of c r e d i t  unions by t h e  S t a t e  
Bank Commissioner and would 
incorporate  some of t h e  
present  language of s e c t i o n  
20 r e l a t i v e  t o  t h e  procedure 
f o r  voluntary l iqu ida t ion .  



may include wi th  any answer o r  may p re sen t  a t  any hea r ing  

r e s u l t i n g  from such o r d e r  i ts proposed plan t o  con t inue  oper- 

a t i ~ n sand r e c t i f y  t h e  f n s d u e n c y ,  v f d a t i o n ,  o r  aannzr  ~f 

opera t ion  spec i f  i s t  i n  s a i d  order;  o r  t h e  c r e d i t  union may 

r eques t  t h a t  it be d i sso lved  and l i q u i d a t e d  and a l i q u i d a t i n g  

agent  be appointed by t h e  c o ~ s s i o n e r .  Any c r e d i t  union may 

reques t  a  s t a y  of execut ion of any o r d e r  of  t h e  commissioner 

revoking i t s  c e r t i f i c a t e  of  i nco rpo ra t ion  o r  suspending i t s  
I 

opera t ions ,  by f i l i n g  an a c t i o n  i n  t h e  d i s t r i c t  c o u r t  f o r  t h e  
e 

j u d i c i a l  d i s t r i c t  i n  which t h e  p r i n c i p a l  o f f i c e  of  t h e  c r e d i t  
l 

union i s  loca ted ,  wi th in  t e n  days  a f t e r  t h e  i s suance  o f  such 

order .  

( c )  I f  t h e  commissioner revokes  t h e  c h a r t e r  of  t h e  

c r e d i t  union, he s h a l l  appoint  a  l i q u i d a t i n g  agent  t o  l i q u i -  

d a t e  t h e  a s s e t s  of t h e  c r e d i t  union pursuant t o  subsec t ion  

(3) of t h i s  s ec t ion .  

(2) Any c r e d i t  union may be v o l u n t a r i l y  d i s so lved  and 

l i q u i d a t e d  upon ma jo r i t y  vote of t h e  e n t i r e  membership 

thereof  a t  a meeting e s p e c i a l l y  c a l l e d  f o r  t h e  purpose, o r  



a t  t h e  annual  meeting where n o t i c e  of such proposed a c t i o n  i s  

mailed t o  t h e  members a t  l e a s t  t h i r t y  days  p r i o r  t o  such 

meeting, I n  e i t h e r  event ,  a  copy of t h e  n o t i c e  s h a l l  be de- 

l i v e r e d  t o  the  commissioner no t  l e s s  than t e n  days p r i o r  t o  

such meeting. Any member of a  c r e d i t  union may c a s t  h i s  bal-  

l o t  f o r  o r  aga ins t  such d i s s o l u t i o n  and l i q u i d a t i o n  by mail  

w i th in  twenty days a f t e r  such meeting, I f  a  major i ty  of t h e  

members of t he  c r e d i t  union vote  i n  f a v o r  of d i s s o l u t i o n  and 
I 

r l i q u i d a t i o n ,  t h e  board of d i r e c t o r s ,  w i t h i n  f i v e  days a f t e r  
(I)
10 


t h e  c l o s e  of vot ing,  s h a l l  n o t i f y  t h e  commissioner of such 
I 

a c t i o n  and spec i fy  t h e  names and addresses  of  t h e  d i r e c t o r s  

and o f f i c e r s  of t h e  c r e d i t  union who w i l l  conduct t h e  d i s so -  

l u t i o n  and l i q u i d a t i o n  of t h e  c r e d i t  union, Upon such 

favorab le  vote,  t h e  c r e d i t  union s h a l l  cease  t o  do bus iness  

except f o r  the  c o l l e c t i o n  of payments on outs tanding  loans  

o r  o t h e r  ob l iga t ions  due t h e  c r e d i t  union, 

( 3 )  Under any procedure t o  d i s s o l v e  and l i q u i d a t e  a  

c r e d i t  union pursuant t o  subsect ions  ( 1 )  o r  (2 )  of t h i s  

s ec t ion ,  t h e  c r e d i t  union s h a l l  cont inue i n  ex i s t ence  f o r  



t h e  purpose of d i scharg ing  i t s  d e b t s ,  c o l l e c t i n g  and d i s -  

t r i b u t i n g  i t s  a s s e t s ,  and doing a l l  a c t s  r e q u i r e d  i n  o r d e r  

t o  wind up i t s  bus iness ,  and it may sue and be sued f o r  t h e  

enforcement of i t s  d e b t s  and ope ra t i ons  u n t i l  i t s  a f f a i r s  

a r e  f u l l y  ad jus t ed  i n  l i q u i d a t i o n .  The a s s e t s  of  t h e  c r e d i t  

union s h a l l  be used t o  pay, f irst ,  t h e  sxpsns s s  i n c i d e n t a l  t o  

l i q u i d a t i o n ;  second, l i a b i l i t i e s  dus non-members; and t h i r d ,  

d e p o s i t s  and savings  c l u b  accounts.  Any remaining a s s e t s  
I 

s h a l l  be  d i s t r i b u t e d  t o  t h e  members p r o p o r t i o n a t e l y  t o  t h e  
(ID
0 
sha re s  he ld  by each member a s  of  t h e  d a t e  o f  d i s s o l u t i o n .  
I 

( 4 )  Upon t h e  l i q u i d a t i o n  and d i s t r i b u t i o n  of a l l  a s s e t s  

of t h e  c r e d i t  union which may be reasonably  expected t o  be 

c o l l e c t i b l e ,  t h e  board of  d i r e c t o r s  o r  t h e  l i q u i d a t i n g  a g e n t ,  

a s  t h e  ca se  may be, s h a l l  execu te  i n  d u p l i c a t e  a  c e r t i f i -

c a t e  of d i s s o l u t i o n ,  p r e sc r ibed  by t h e  commissioner, and 

f i l e  t h e  same wi th  t h e  s e c r e t a r y  of s t a t e ,  who s h a l l  d e l i v e r  

a  copy of t h e  same t o  t h e  commissioner, whereupon, t h e  

c r e d i t  union s h a l l  be d i s so lved .  



SECTION 18. 38-1-21, Colorado Revised S t a t u t e s  1963, 

i s  REPEALED AND RE-ENACTED, WITH AMENDMENTS, t o  read: 

38-1-21. Chanqe i n  place of bus iness .  A c r e d i t  union 

may change i t s  p lace  of bus iness  t o  a l o c a t i o n  o u t s i d e  of 

t h e  county o r  c i t y  and county i n  which previously  l o c a t e d  

upon receiving w r i t t e n  permission t h e r e f o r  from t h e  commis- 

s ione r .  A c r e d i t  union may change i t s  place of bus ines s  

w i th in  t h e  county o r  c i t y  and county i n  which prev ious ly  lo -  
1 

ca ted  by providing w r i t t e n  n o t i c e  of  t h e  new 'address and 
OD 
P t h e  e f f e c t i v e  d a t e  of such change t o  t h e  commissioner. 
1 

SECTION 19. E f fec t ive  da t e .  This  a c t  s h a l l  t a k e  e f -  

f e c t  Ju ly  1, 1967. 

SECTION 20. Sa fe ty  c lause.  The gene ra l  assembly here- 

by f inds ,  determines,  and d e c l a r e s  t h a t  t h i s  a c t  i s  neces-

sa ry  f o r  t h e  immediate p re se rva t ion  of t h e  publ ic ,  peace, 

hea l th ,  and s a f e t y .  

The e x i s t i n g  p r o v i s i o n s  of 
C.R.S. 38-1-21 merely s t i p u -  
l a t e  t h a t  a  c r e d i t  union s h a l l  
submit w r i t t e n  n o t i c e  t o  t h e  
bank commissioner i f  it in-
tends  t o  change i t s  p lace  o f  
business .  Sec t ion  21, a s  
amended, would r e t a i n  t h i s  
p rovis ion ,  bu t  on ly  i f  a 
c r e d i t  union changes i t s  l o -
w i t h i n  t h e  same county o r  
c i t y  and county. Add i t iona l  
language would r e q u i r e  a 
c r e d i t  union, wishing t o  re-
l o c a t e  i n  a  d i f f e r e n t  county 
o r  c i t y  and county, t o  o b t a i n  
t h e  w r i t t e n  permiss ion of t h e  
bank commissioner, who would 
have t h e  a u t h o r i t y  t o  approve 
o r  r e j e c t  p lans  f o r  t h e  move 
a f t e r  consider ing t h e  merits 
of t h e  proposal.  
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A BILL FOR AN ACT 


CONCERNING THF, SOLICITATION AND ACCEPTANCE OF FUNDS FRQM THE 


2 '  PUBLIC IN THIS STATE. 

3 it_ enacted & -the General Assembly ----of the State of Colorado: 

4 SECTION 1. Legislative declaration. The general aesembly 

5 hereby declares that the solicitation and accepting of funds 

6 from the public for use in the business of making loane are 

7 affected with a public interest, and the prwisions of thia act 

8 are enacted in the exercise of the police powers of the etate 


9 to protect the investment of-the moneys of the people of thia 

10 state and to prevent deception, fraud, and misrepresentation in 

11 the solicitation, acceptance, use, and repayment of euch moneye 

12 and earnings thereon. 

13 SECTION 2. Definitions. (1) As used in this act, unleas 

14 the context requires otherwise, the following word8 and phraaee 

15 shall have the following meanings: 

16 (2) "Person engaged in the business of making loane" means 

17 any individual, partnership, association, trust, corporation, or 

18 any other legal entity making more than five loans of money in 

19 any consecutive twelve-month period, regardless of the amount of 

20 any such loan and regardless of the rate of interest, amount of 

21 charges, or consideration therefor; except, that said term shall 



1 not include any bank, trust company subject to article 16 of 


2 chapter 14, C.R.S. 1963, savings and loan association, credit 


union, pawnbroker, or insurance company licensed and regulated 


pursuant to the laws of this state. 


(3) "Solicitation or acceptance of funds from the public" 


means the solicitation by public media or by mail or by any ad-


vertisement on or off the premises of the solicitor, of funds 


from the general public, or the acceptance of funds from fif- 


teen or more persons, for use in the business of making loans. 


(4)  "~oan" or "loan of money" means the amount of money 

advanced to or for and on behalf of a borrower, including the 

amount required to retire an existing loan, insurance premiums, 

and costs incurred for and on behalf of the borrower in connec- 

tion with the making of a loan, but not including any interest 

or time charges based upon the amount so advanced. 

16 (5) "Commissioner" means the state bank commissioner. . 

17 SECTION 3. Solicitation or acceptance of funds from public -
18 requirements - exceptions. (1) (a) No person engaged in the 

19 business of making loans in this state shall solicit or accept 


20 funds from the public in this state, other than in connection 


21 with the sale of common stock, unless prior to the acceptance 

22 of any such funds said person meets the following requirements: 

23 (b) Inform in writing, either on the instrument which is 

24 the evidence of indebtedness or on a separate loan agreement 

25 entered into prior to execution of such evidence of indebted- 

26 ness, the person from whom funds are to be accepted that the 

27 transaction is an unsecured loan and not a demand, time, or 

28 savings deposit of any type; that any funds so accepted will not 

29 
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1 be insured by any state or federal governmental agency;, the pur- 

2 pose or proposed use of said funds; the priority or rights of 

3 the holder of the evidence of indebtedness, including but not 

4 limited to whether or not the same is or may be subordinated to 

S other indebtedness of the person accepting such funds, the 

6 assignability of the same, and if and when the same may be call- 

7 able; that the general creditors of the person accepting said 

8 funds may have claims on the assets of said person prior to said 

9 holder; and, if applicable, that some of the assets of the per- 

10 son accepting such funds are or may become security or pledged 

11 for the payment of other indebtedness of said person. 

12 (2) Any person engaged in the business of making loans in 

13 this state who solicits or accepts funds from the public shall 

14 file with the commissioner not later than July 1, 1967, and July 

15 1 of each year thereafter in which funds are solicited or accepted 

16 from the public, or, having been so solicited, are retained, .the 

17 names, residence addresses, and business addresses of each owner, 

18 partner, associate, trustee, officer, and director, and of each 

19 stockholder owning directly or indirectly, ten per cent or more 

20 of the issued and outstanding capital stock of said business. In 

21 case of any change thereof, said person shall file with the com- 

22 missioner within ten days after such change the new name, resi- 

23 dence address, and business address of any such person. 

24 SECTION 4. Examinations - valuations of assets. (1) (a) 

25 The commissioner may, as often as he deems necessary, carefully 

26 exarnfne the books, records, papers, assets, security interests, 

27 and liabilities of every kind and character owned by or relating 

28 to any person subject to the provisions of this act. The 



1 commissioner shall keep himself sufficiently informed as to the 

2 financial condition and business methods of each such person, 

3 and shall make and file in his office as a public record, a 

4 correct report in detail disclosing the results of any such 

2 examination, and shall mail a copy thereof to the person exam- 

6 ined. 

7 (b) If the commissioner deems it necessary, he may examine 

8 the books, records, papers, assets, security interests, and the 

9 liabilities of any corporation the majority stock of which is 

10 owned directly or indirectly by any person subject to the provi- 

11 sions of this act, or which is found by him to be controlled by 

12 said person, relative to the business affairs of such person. 

f3 (c) The commissioner shall collect from each person subject 

14 to the prwisions of this act, for each such examination, a fee 

15 of fifty-five dollars for each examiner for each day actually and 

16 necessarily spent in such examination. 

17 (2) If the commissioner determines that any asset of any 

18 person subject to the provisions of this act is not fairly valued 

19 on the books of said person, he shall revise the same to reflect 

20 a fair value and any reduction therein shall be charged against 

21 the capital and surplus of such person. 

22 (3) If the conrmissioner shall determine that any person 

23 subject to the prwisions of this act has deviated or intends to 

24 deviate from any disclosure made pursuant to section 3 (1) (b) 

25 of this act, the commissioner shall immediately issue to said 

26 person his order to cease and desist from such deviation and may 

27 enforce such order by injunctive action or application for re- 

28 ceivership as provided in this act. 
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SECTION 5. Receivership. I f  the  commissioner determines 

it is  necessary f o r  the  protect ion and preservat ion of funds of 

the  public  s o l i c i t e d  or  accepted by any person subject  t o  the  

provisions of t h i s  a c t ,  he may, through the  a t torney general ,  

bring an ac t ion  i n  any d i s t r i c t  cour t  of t h i s  s ta te  t o  impound, 

and t o  appoint a receiver  f o r ,  the  property and business of such 

person, including the  books, papers,  documents, and records per- 

ta in ing there to ,  or  so  much thereof a s  t he  cour t  may deem reason- 

ably necessary t o  p ro tec t  and preserve such funds of the  public ,  

Any such receiver ,  when appointed and qua l i f i ed ,  s h a l l  have 

powers and du t ies  a s  t o  custody, co l l ec t ion ,  administrat ion,  

payment, winding up, and l iqu ida t ion  of s a id  property and busi- 

13 ness as  s h a l l  be conferred by the  cour t .  

14 SECTION 6 .  Injunctions.  Whenever it appears t o  the  commis- 

15 s ioner  t h a t  any person has v io l a t ed ,  i s  v io l a t i ng ,  o r  i s  about 

16 t o  v i o l a t e ,  any provision of t h i s  a c t ,  he may, through the  a t t o r -  

17 ney general ,  apply f o r  and obta in ,  i n  an ac t ion  i n  any d i s t r i c t  

18 cour t  of t h i s  s t a t e ,  a temporary r e s t r a in ing  order ,  o r  injunc-

19 t i o n ,  o r  both, pursuant t o  the  Colorado r u l e s  of c i v i l  procedure, 

20 prohibi t ing such person from continuing such v io la t ions  o r  from 

21 doing any a c t  which would cons t i t u t e  a v io la t ion .  

22 SECTION 7.  Persons prohibi ted from s o l i c i t i n g  or  acceptinq 

23 funds from the  public .  No person s h a l l  s o l i c i t  o r  accept funds 

24 from the public  where any owner, o f f i c e r ,  d i r e c t o r ,  t r u s t e e ,  

25 par tner ,  o r  a s soc i a t e ,  or  any shareholder owning d i r e c t l y  o r  

26 i nd i r ec t ly  ten per  cent  o r  more of the  issued and outstanding 

27 stock thereof ,  has been convicted of a felony i n  t h i s  o r  any ' 

28 other  j u r i sd i c t i on ,  o r  of a crime which i f  committed i n  t h i s  



1 state would constitute a felony, unless the cmiesioner shall 

2 have first determined that the person so convicted has since 

3 been rehabilitated or shall otherwise determine that any funds 

4 solicited or accepted from the public will not be the subject 

5 of deception, fraud, or misrepresentation by such person, For 

6 the purposes of this section, the entry and acceptance of a.plea 

7 of nolo contendere shall be considered as a conviction. 

8 ,  SECTION 8. Violations - penalties. (1) Except as prwided 

9 in subsection (2) of this section, any person who intentionally 

10 violates any provision of this act shall be guilty of a misde- 

11 meanor and upon conviction, shall be punished by a fine of not 

12 more than one thousand dollars, or by imprisonment in the county 

13 jail for not more than one year, or by both such fine and im- 

14 prisonment. 

15 (2) If it be shown on the trial of a case involving a 

16 violation of this act that the defendant has been twice before 

17 convicted of an offense under this act, he shall, upon his third 

18 conviction be guilty of a felony and punished by imprisonment in 

19 the state penitentiary for not less than one year nor more than 

20 five years. 

21 (3) For the purposes of this section, anyiofficer, director, 

22 agent, or employee of any corporation who knowingly and intention- 

23 ally performs any act or assists in the performance of any act 

24 which constitutes a violation of this act, or fails and refuses 

25 to comply with any requirement of this act, shall be prosecuted 

26 for and may be convicted of the offense . 
27 SECTION 9 .  Applicability of act. The provisions of this 

28 act shall apply only with regard to that portion of any business 
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of making loans which is transacted affecting funds solicited 

or accepted on or after July 1, 1967. 

SECTION 10. Effective date. This act shall take effect 

July 1, 1967. 

SECTION 11. Safety clause. The general assembly hereby 


finds, determines, and declares that this act is necessary for 


the inmediate preservation of the public peace, health, and 


safety. 




-- 

BILL 

A BILL FOR AN ACT 


CONCERNING TRUST COMPANIES. 


Be it enacted by the General Assembly of the State of Colorado: 

SECTION 1. Short title. This act, with amendments and 

additions thereto, shall be known and may be cited as "The Colo- 

rado Trust Company Act" . 
SECTION 2. Definitions. (1) As used in this act, unless 

the context otherwise indicates : 

(2) "Trust company" means a company organized pursuant to 


or subject to regulation by the provisions of this act. 


(3) "Court trust" means a trust company acting under ap- 

pointment, order, or decree of any court, as executor, adminis- 

trator, guardian, conservator, assignee, receiver, depositary, 

or trustee, or receiving on deposit money or property from a 

public administrator, under any provision of this act, or from 

any executor, administrator, guardian, conservator, assignee, 

receiver, depositary, or trustee, under any order or decree of 

any court. 

(4) "Private trust" means every trust, agency, fiduciary 


relationship, or representative capacity, other than a court 


trust. 


(5) ommi missioner" means the state bank commissioner . 
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SECTION 3 ,  Powers of trust companies, (1) (a) Each trust 

company shall have power: 

(b) To act, or to be appointed by any court to act, in like 


manner as an individual, as executor, administrator, guardian, 


or conservator of estates, assignee, receiver, depositary, trustee, 


custodian, or in any other fiduciary or representative capacity 


for any purpose permitted by law; 


(c) To act as transfer agent or registrar of corporate 


stocks and bonds; 


(d) To purchase, invest in, and sell stocks, bonds, mort- 


gages, and other securities for the account of court or private 


trusts; 


(e) To accept and execute any trust business permitted by 


any law of this or any other state or of the United States to be 


taken, accepted, or executed by an individual; 


(f) To take oaths and execute affidavits by the oath or 


affidavit of its president, vice-president, secretary, assistant 


secretary, manager, trust officer, or assistant trust officer; 


(g) To do and perform all acts necessary to exercise the 


powers enumerated in this section. 


(2) A trust company shall not engage in any banking business 


by accepting deposits or making loans. 


(3)  A trust company may invest its capital and surplus in 

stocks, bonds, mortgages, and other securities. 

SECTION 4. Organization of trust companies. (1) Any number 

of persons, not less than five, may associate together for the 

purpose of forming a trust company in accordance with the provi- 

sions of this act. 
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(2) The persona so associating shall execute article6 of 

incorporation as provided by section 31-3-2, C . R . S .  1963, 

SECTION 5. Application for charter - fee. (1) The incor- 

porators shall make application to the conanissioner for a charter, 

The application shall be on forms prescribed by the commissioner 

and shall contain such information as the connnissioner may require. 

(2) Each application for charter shall be accompanied by an 

application fee of two hundred and fifty dollars made payable to 

the state treasurer. No portion of said application fee shall be 

refunded, 

SECTION 6. Procedure for grantinn or denying charter, (1) 

(a) Within sixty days following the filing of the application 


for charter, the commissioner shall make or cause to be made a 


careful investigation to determine: 


(b) That the persons who will serve as directors or officers, 


insofar as such persons are known, are qualified by character and 


experience and that the financial status of the stockholders, 


directors, and officers is consistent with their responsibilities 


and duties; 


(c) That the name of the proposed company is not deceptive- 


ly similar to that of another trust company, or otherwise mis- 


leading; 


(d) That the capital and surplus are not less than the re- 


quired minimum; 


(e) The need for trust facilities or additional trust facil- 


ities, as the case may be, in the community where the proposed 


trust company is to be located; 


(f) Such other facts and circumstances bearing on the pro- 




1 posed trust company and its relation to the locality as in the 


2 opinion of the commissioner may be relevant. 


3 (2) (a) Within ninety days of the filing of the applica- 


4 tion, the cornmissioner shall conduct a public hearing to con- 

5 sider the application, At least thirty days prior to such hear- 

6 ing, the commissioner shall give written notice thereof to all 

7 persons doing a trust business in the coxmmity in which the pro- 

8,posed trust company is to be located, and to such other persons 

9 as he may designate, At such hearing the applicant8 shall have 

10 the burden of proving: 

11 (b) That the public convenience and advantage will be pro- 

12 moted by the establishment of the proposed trust company. 

13 (c) That conditions in the locality in which the proposed 

14 trust company will transact business afford reasonable promise 

15 of successful operation, 

16 (d) That the trust company is bein8 formed for no other 

17 purpose, than the legitimate objects contemplated by this act, 

18 (e) That the applicants have complied with all of the ap- 

19 plicable provisions of this act. 

20 (3) Within thirty days after the date of the conclusion of 

21 the hearing, the commissioner shall grant a charter to the appli- 

22 cants if he determines that the requirements of subsections (1) 

23 and (2) of this section have been met. 

24 ( 4 )  If the proposed trust company fails to open for busi- 

25 ness within six months after the date of granting the charter, 

26 the privilege of transacting business shall terminate, The com- 

27 missioner, for good cause and upon written application filed 

28 prior to the expiration of such six month period, may extend the 



time within which the trust company may open for business. 


SECTION 7. Capital stock - amount. No trust company shall 

be incorporated for any of the purposes enumerated in this act, 

or possess the rights and franchises provided under this act, 

unless it shall have paid in capital stock of two hundred and 

fifty thousand dollars when located in a city or town having a 

population of one hundred and fifty thousand or more; one hundred 

thousand dollars when located in a city or town having a popula- 

tion less than one hundred and fifty thousand and more than fifty 

thousand; and fifty thousand dollars when located in a city or 

town having a population of fifty thousand or less; and before 

proceeding to transact business under this act a sworn statement 

signed and sworn to by the president and secretary of the com- 

pany shall be filed with the secretary of state to the effect 

that such capital has been paid up in cash, and all the provisions 

16 of this act complied with, and the same be fully paid in. 


17 SECTION 8. Discontinuing trust business. Whenever any cor- 


18 poration desires to discontinue doing a trust business, it shall 


19 furnish to the commissioner satisfactory evidence of its release 


20 and discharge from all the obligations and trusts which it has 


21 assumed or which have been imposed upon it by law. Thereupon the 


22 commissioner shall revoke the corporation's charter and there- 


23 after such corporation shall not be permitted to use the word 


24 "trust" in its corporate name, or in connection with its business. 


25 SECTION 9. No loans to officers. No loan shall be made by 


26 a trust company directly or indirectly to any trustee, director, 


27 or officer thereof, and no loan shall be made upon the stock of 


28 the company. 


29 




1 SECTION 10. Laws aovernin~ individuals apply. (1) In the 


2 	exercise by a trust company of its powers as guardian, executor, 


administrator, or conservator, or of any office or duty imposed 


by any court, the company shall be subject to the same responsi- 


bilities, liabilities, and penalties as an individual acting in 


like capacity, and the company shall have the same powers and 


shall receive the same compensation as fixed by law for individ- 


uals acting in like capacity. 


(2) The exercise of the other powers and the performance of 

the other duties by the company may be as to compensation and 

otherwise matters of contract with the parties interested. 

SECTION 11. Investments. (1) Every trust company shall 


keep all trust funds and investments separate and apart from the 


14 assets of the company, and all investments made by the company as 


15 a fiduciary shall be designated so that the trust or estate to 


16 which such investments belong may be clearly identified. 


17 (2) Every trust company holding trust funds awaiting in- 


18 vestment or distribution may deposit or leave on deposit such 


19 funds with a state or national bank. Such funds shall not be de- 


20 posited or left with the same corporation depositing or leaving 


21 on deposit such funds, nor with a corporation or association 


22 holding or owning a majority of the capital stock of the trust 


23 company making or leaving such deposit, unless such corporation 


24 or association shall first pledge, as security for the deposit, 


25 securities eligible for investment by state banks that have a 


26 market value equal to that of the deposited funds. No security 


27 shall be required with respect to any portion of such deposits 


28 which is insured under the provisions of any law of the United 


29 States. 
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1 (3) (a) Every trust company acting in any capacity under 

a court or private trust, unless the instrument creating such 

trust provides otherwise, may cause any securities held by it 

in its representative capacity to be registered in the name of 

a nominee or nominees of the company. 

(b) Every trust company when acting as depositary or cus- 


todian for the personal representative of a court or private 


trust, unless the instrument creating the trust provides other- 


wise, may with the consent of the personal representative of the 


trust, cause any securities held by it to be registered in the 


name of a nominee or nominees of the company. 


(c) Every trust company shall be liable for any loss 


occasioned by the acts of any of its nominees with respect to 


securities registered under this subsection. 


(d) No corporation or the registrar or transfer agent 


thereof shall be liable for registering or causing to be regis- 


tered on the books of the corporation any securities in the name 


of any nominee of a trust company or for transferring or causing 


to be transferred on the books of the corporation any securities 


theretofore registered by the corporation in the name of any 


nominee of a trust company, as provided in this subsection, when 


the transfer is made on the authorization of the nominee. 


SECTION 12. Commissioner to examine trust companies - fees. 

(1) The commissioner shall examine the business and affairs of 


each trust company organized under this act at least once each 


year and at such other times and to such extent as he may deem 


necessary or advisable. The conduct of such examinations shall 


be governed by the provisions of section 14-2-8, C.R.S. 1963. 




1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

(2) The commissioner shall collect from each trust company 


for every examination of said trust company the sum of seventy- 


five dollars per examiner day or portion thereof required for the 


examination. 


SECTION 13. Penalty for noncompliance with the law, It 


shall be unlawful for any individual, partnership, or corpora- 


tion to carry on or conduct in this state a trust company business 


or to advertise or hold himself or itself out as being engaged in 


or doing a trust company business, or to use in connection with 


his or its business the words "trust company" or words of similar 


import without first having complied with all the provisions of 


law relating to trust companies; nor shall the word "trustu be 


used as a part of the name of any business or institution unless 


organized and qualified under the statutes providing for the organ- 


ization and supervision of trust companies. Any person, and all 


members of any partnership, and all officers and directors or 


trustees, of any corporation, violating this section shall be 


deemed guilty of a misdemeanor and subject to a fine not exceed- 


ing one thousand dollars, or imprisonment in the county jail not 


to exceed one year, or both such fine and imprisonment, 


SECTION 14. 14-6-6 (2) , Colorado Revised Statutes 1963 
(1965 Supp.) , is amended to read: 

14-6-6. Bank investment - customer's orders. (2) A state 

bank may invest an amount not exceeding ten per cent of its capi- 

tal and surplus in the stock of a corporation exclusively engaged 

in trust business and incorporated as a trust company under see-

tie~e-&4-&6-&-te-&4-&6-&4~-i~e&uaive~
"THE COLORADO TRUST COMPANY 


ACT", provided every such investment shall be subject to prior 




1 approval of the banking board. 


2 SECTION 15. Repeal. Articles 15 and 16 of chapter 14, 


3 Colorado Revised Statutes 1963, as amended, are repealed. 


5 ~ u l y  1, 1967, but trust companies that are organized and exist- 


6 ing in this state on the effective date of this act shall have 


7 until July 1, 1968, to comply with the prwisions of this act. 


9 finds, determines, and declares that this act is necessary for 


4 SECTION 16. Effective date. This act shall take effect 


8 ,  SECTION 17. Safety clause. The general assembly hereby 


10 the immediate preservation of the public peace, health, and 


11 safety. 
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BILL J 


Vircainia S t a t u t e  R e  Subroqat ion Clause  i n  Auto Insurance  

The committee on f i n a n c i a l  i n s t i t u t i o n s  has  recommended t h a t  
c o n s i d e r a t i o n  be g iven  t o  t h e  feasibility of r e g u l a t i n  t h e  i nc lu -  
s i o n  of subroga t ion  c l a u s e s  i n  automobi le  i n su rance  po i! i c i e s .  An 
example of a s t a t e  s t a t u t e  p r o h i b i t i n g  such c l a u s e s ,  a 1964 Virgin-  
i a  s t a t u t e ,  i s  provided below: 

f 38.1-381.2. Automobile l i a b i l i t y  medical  bene- 
f i t  i n s u r e r  no t  t o  r e t a i n  r i q h t  of  sub roqa t ion
t o  r ecove r  from t h i r d  pa r ty .  -- On and a f t e r  
January  one,  n i n e t e e n  hundred s i x t y - f i v e  no p o l i c y  
o r  c o n t r a c t  of  b o d i l y  i n  j u r y  l i a b i l i t y  insurance ,  
o r  of p rope r ty  damage l i a b i l i t y  i n su rance ,  which 
c o n t a i n s  any r e p r e s e n t a t i o n  by an  i n su rance  com- 
pany t h a t  such company w i l l  pay a l l  r ea sonab le  
medical  expense i n c u r r e d  f o r  b o d i l y  i n j u r y  caused 
by a c c i d e n t  t o  t h e  i n s u r e d  o r  any r e l a t i v e  o r  
o t h e r  person coming w i t h i n  t h e  p rov i s ions  t h e r e o f ,  
s h a l l  be  i s s u e d  o r  d e l i v e r e d  by any i n s u r e r  
l i c e n s e d  i n  t h i s  S t a t e  upon any motor v e h i c l e  
t hen  p r i n c i p a l l y  garaged o r  p r i n c i p a l l y  used i n  
t h i s  S t a t e ,  i f  such i n s u r e r  r e t a i n s  t h e  r i g h t  of 
subroga t ion  t o  r ecove r  a l l  amounts pa id  on beha l f  
of  an  i n j u r e d  person under  t h e  p rov i s ion  of t h e  
p o l i c y  from any t h i r d  pa r ty .  
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